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WILLIAM A. CHALFANT, CPIL Oic: (432) 684-9819

Fax 1312) 682-2601
E-mail; bil rm':.dr‘n-nm-;u rties. com
CHALFANT PROPERTIES, INC.
Gl & i Leasing and 4 L
1502 NORTH BIG SPRING
P. O, BOX 3123
MIDLAND, TEXAS 79702-3123

June 16, 2005

Mr. Drew Reid

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

RE: All of Section 10, Block 57
PSL Survey
Reeves County, Texas

Dear Mr. Reid:

I have reached an agreement with three surface owners under the above-captioned land. I have
attached copies of the Oil and Gas Leases for these owners.

The terms are $204.00 per acre (including paid up rentals) for a five year paid up lease with
1/5th royalty.

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

Sincerely,

WAC/jkw )
enclosures NANT
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. LI
- .

. LI .-.
AAPE'S PIRST INDEPENDENT LANDMAN OF THE YEAR 1998 - 1999
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RAL REVIEW SHEET

Transaction # 4730 Geologist: R. Widmayer

Lessor Lloyd, Charles H. Lease Date: 6/14/2005 Uk

|Lesses: Chalfant Properties, Inc. Acras: 640

LEASE DESCRIPTION

County Base Flle No  Part Sec. Block Twp  Survey Abst#
REEVES ~ ﬁ%‘ 00 95854 ALL 10 57 00 PUBLIC SCHOOL LAND 1993

TERMS OFFERED TERMS RECOMMENDED
Primary Term: S years Primary Term 5 years
Bonus/Acre: $200.00 Bonus/Acre $200.00
Rental/Acre: $1.00 Rental/Acrg $1.00
Royalty: 1/5 Royaity 1/5
COMPARISONS
MF # Lesses Date Term Bonus/Ac.  Rental/Ac.  Royally  Distance
Last Lease
pe-'\\.l"'ﬂ Woods Petvolewmn H-¥-09 3 Yos $/50.00 3) 00 22 °/o | 11 Mile South
]--dmj Cley Johason 1.9 0% | [SYes | [6/50.00| [ 91.00 v < | 2.5 Miles SE

Comments: Rentals paid up except for 4th year which will be $150.00 per acre. Also: Stephen Blond Bryant with 160
acres and Tammy Jane Bryant with 160 acres.

Tuesday, June 21, 2005



RELINQUISHMENT ACT LEASE APPLICATION

Texas General Land Office Jerry Patterson, Commissioner
TO: Jerry Patterson, Commissioner DATE:  21-Jun-05
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 Properties, Inc. County: REEVES
Prim. Term: 5 years Bonus/Acre $200.00
Royalty: 1/5 Rental/Acre $1.00

Consideration

Recommended: </ - Date: ©.2/ 05

Not Recommended:

Comments: Rentals paid up except for 4th year which will be $150.00 per acre. Also: Stephen Blond Bryant with
160 acres and Tammy Jane Bryant with 160 acres.

A ease Form

Recommended: @E Date: 6 / 2 Bﬁf

Not Recommended:

Comments:

Louis Renaud, Deputy Commissioner Date: 4 -/-05

Recommended: C” .

Not Recommended:

Bill Warnick, General Counsel Date: 5/ o &

/

Recommended: i
Not Recommended:

Larry Laine, Chief Clerk Date: 9/1/0’/

Approved: - % -

Not Approved:

Jerry Patterson, Comymissioner Date:w oS

Approv
Not Approv
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A. CHALFANT, CPL Ofc: (432) 6849819
' Fax: (432) 682-2601
E-mail: bill@chalfantproperties.com

CHALFANT PROPERTIES, INC.
O & Gas Leasing and Properties
1502 NORTH BIG SPRING
P..0. BOX 3123
MIDLAND, TEXAS 79702-3123

July 21, 2005
Mr. Drew Reid
TEXAS GENERAL LAND OFFICE

1700 North Congress Ave.
Austin, TX 78701

RE: All of Section 10, Block 57
Public School Land 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 June 14, 2005, frommmmmmg

covermg his mterest in 320 0 net mmeral acres in Section 10 Block 57
Public School Land Survey. The State of Texas to receive lease bonus payment of
$32,320.00.

Also enclosed is a check in the amount of $32,445.00, including lease bonus payment and a
State filing fee of $125.00.

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

: L] -
‘o Sincerely,
=-: y: . —]-'Jf ,u/ﬁ -
|  William A Chalfant CPL
.
., WAC/mkc

vy enclosures

AAPL’s FIRST INDEPENDENT LANDMAN OF THE YEAR 1998 - 1999




CHALFANT PROPERTIES, INC. WEST TEXAS NATIONAL BANK 6760
LEASE BONUS CLEARING ACCOUNT MIDLAND, TX 73
' i 712172005
Jals
TEXAS GENERAL LAND OFFICI §**32,445.00
Thirty-Two I'housand Four Hundred Fortv-Five and “”'UH?'"""""""""""""" %
B
TEXAS GENERAL LAND OFFICI )
1700 NORTH CONGRESS AV1
AUSTIN. TX 78701
\p - n 17 ( &
PS r;a(-fl,/fw{({( JLA e

Memo Lease Bonus & State Filing Fee: Sec 10, BIk 5 7,
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SIF05505_
22 A

Y
o,
Date Filed: ?[34105/
Jerty ﬁz&emon, Commissioner
By

e



WILLIAM A. CHALFANT, CPL Ofc: (432) 684-9819
: : Fax: (432) 682-2601
E-mail: bill@chalfantproperties.com

CHALFANT PROPERTIES, INC.
Ol & Gas Leasing and Properties
1502 NORTH BIG SPRING
Pre. BOX 3123
MIDLAND, TEXAS 79702-3123

August 18, 2005

Mr. Drew Reid

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

RE:  All of Section 10
Block 57, PSL Survey
Reeves County, TX

Dear Mr. Reid:

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

1. Oil and Gas Lease dated July 6, 2005 frommwlng_mm

covenng his interest in 160 0 net mlneral acres |n The State of Texas to
receive lease bonus payment of $16,160.00.

Also enclosed is a check in the amount of $16,285.00, including lease bonus payment and a
State filing fee of $125.00.

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

Sincerely,
|
_ . /
e 4 F 4 "
AmAA Adad A ——
o e ' 5l B B A

WllllamA Chalfant, CPL

WAC/mkc
enclosures

AAPL’s FIRST INDEPENDENT LANDMAN OF THE YEAR 1998 - 1999



WILLIAM A. CHALFANT, CPlL Ofc: (432) 684-9819
: Fax: (432) 682-2601
E-mail: bill@chalfantproperties.com

CHALFANT PROPERTIES, INC.
Ol & Gas Leasing and | Propeatiss
1502 NORTH BIG SPRING
P.O.BOX 3123
MIDLAND, TEXAS 79702-3123

.3".". August 18, 2005
'::::' Mr. Drew Reid
. TEXAS GENERAL LAND OFFICE

ot e 1700 North Congress Ave.
' **  Austin, TX 78701

. RE:  All of Section 10
o, W Block 57, PSL Survey
il Reeves County, TX

Dear Mr. Reid:

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

| 1. Qil and Gas Lease dated July 6, 2005 from_r_e_mgg_qf_ggmmlh_y_a_g
; aling i :

m covermg her mterest in 160 0 net mmeral acres in. The State of Texas to
receive lease bonus payment of $16,160.00.

Also enclosed is a check in the amount of $16,285.00, including lease bonus payment and a
State filing fee of $125.00.

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

Sincerely,

~ i A A

,/J',

< - ¥

WllllamA Chalfant CPL

WAC/mkc
enclosures

AAPL’s FIRST INDEPENDENT LANDMAN OF THE YEAR 1998 - 1999




-~

CHALFANT PROPERTIES, INC. WEST TEXAS NATIONAL BANK 6851
LEASE BONUS CLEARING ACCéUHf T 70}

MIDUAND
432) 884-0819
I X 3123

MIDLAND 75704

aare B/18/2005
TEXAS GENERAL LAND OFFICY y-*n-qan
Sixteen Thousand Two Hundred Eighty-Five and 00/100%*#*ssssssasssssnse

0
TEXAS GENERAL LAND OFFICE
1700 NORTH CONGRESS AVE.
ALISTIN, TX 78701

Memo Lease Bonus & State Filing Fee: Sec 10, Blk 57, PSI -
L

/ DOLLAR

~

)

5054149
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CHALFANT PROPERTIES, INC. / WEST TEXAS NATIONAL BANK 6850
LEAS Esonus CLEARING ACCOUNT MMOUANC
. . B/182005
TEXAS GENERAL LAND OFFICI 7**16,285.00
Sixteen Thousand Two Hundred Eighty-Five and 00/ () **sssssssasssssnses paEeryare '
/ {ll
FEXAS GENERAL LAND OFFICI
1700 NORTH CONGRESS AVI
AUSTIN, TX 78701
Men Lease Bonus & State Filing Fee: Sec 10, Blk 57, PSI e
L

M

05054150



[a ¥

g
J2UOISSIWWNY) ,cn% Anaf
N

9) TPl e

\\\ﬁ\i

g

\n, m\mo& &\oz 31




GENERAL LAND OFFICE

JERRY PATTERSON, COMMISSIONER

June 12, 2006

Chalfant Properties, Inc.
1502 North Big Spring
Midland, Texas 79702-3123

Re: RELINQUISHMENT ACT LEASE No. M-105505
640.0 acres out of Section 10, Blk. 57, PSL

|
Attn: Wm. A. Chalfant, CPL
Reeves County, Texas

Dear Mr. Chalfant:

The certified copy of the Relinquishment Act lease covering the above referenced tracts has been
approved and filed in our records under Mineral File number M-105505. Please refer to this
number in all future correspondence concerning the lease.

$64,640.00, along with a processing and filing fee in the amount of $125.00. Please let me know if
you should have any questions.

Sincerely,

'DOQMJ 26.'.(’5 ,
Drew Reid o
Minerals Leasing
Energy Resources
(512) 475-1534

MS/DR

Stephen F. Austin 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

\
|
Your remittance of $64,765.00, has been applied as the state's portion of the cash bonus




b

File NQTMIJ }/4,05/5/05/

Date Filed: i
Jerry E. Parr¢rson, Commissioner
By -

O




e a CHESAPEAKE OPERATING, INC. PO.BOX 18496 OKLAHOMA CITY, OK 73154
. LEASE OBLIGATION DEPOSIT RECEIPT
WE HAVE THIS DAY FEBRUARY 25, 2008 TENDERED TO
COMMISSIONER OF THE GENERAL LAND e
. .
THE SUM OF $8,040.00 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 5'. .
.
6/14/2008 TO 8/14/2010 COVERING LESSOR'S INTEREST IN LAND DESCRIBED AS: ey
Survey: PUBLIC SCHOOL LAND Block/Suffix: 57 Section: 10  Short Desc: ALL OF SEC 10, BLK 57, PSLS - .
-
LEE R
LA LN ]
.s =
LI .
WMENT  opTioN TO EXTEND
ASE NUMBER  1x1990030-003 LEASE DATE: /1472005 PROSPECT: kNG EDWARD
ZCORDED: BOOK 704 PAGE 154 ENTRYNUMBER: ,,.0 COUNTY/PARISH peeves STATE 1
)R CREDIT OF; AMOUNT
017397 COMMISSIONER OF THE GENERAL LAND
OFFICE OF THE STATE OF TEXAS Acct: 8,040.00
STEPHEN F. AUSTIN BUILDING 1/2 $16,080 FOR ADDITIONAL 2 YRS
1700 NORTH CONGRESS, SUITE 600
AUSTIN, TX 78701
COPY FOR
YOUR RECORDS
M-S
IMPORTANT Siibtota] s B
@ attached check is for the person(s) named above. Please date, sign ' )
n‘cl retsrcn the attached receipts on the day you receive it. If dlract:dsto a Date Received COPY FOR g':i’:ggg ':VICE 0.00
nk, please deposit the amount to the credit of th rson(s) named ’
:ove a:gsdala. sign and E:eturn the recei;;l oln tt:lha deay?:rou racair\lte it‘.glf Sign Here YOU R R ECORDS Grand Total 00
rrrespondence required, please make reference to lease number. 8,040.
By - Check No. 32803

| ,\-zmw VD
GID VOID

Vb - 32"%’%&% i
M "’; YR asdl




CHESAPEAKE OPERATING, INC. PO.BOX 18496 OKLAHOMA CITY, OK 73154

LEASE OBLIGATION DEPOSIT RECEIPT

WE HAVE THIS DAY APRIL 16, 2008
COMMISSIONER OF THE GENERAL LAND

THE SUM OF $8,040.00

6/14/2008 10 6/14/2010

|
TENDERED TO ‘

DOLLARS FOR THE CREDIT OF PARTY OR PARTIES NAMED BELOW

COVERING LESSOR'S INTEREST IN LAND DESCRIBED AS:

|
IN AMOUNT STATED PURSUANT TO THE TERMS OF THE LEASE IDENTIFIED HEREIN, FOR THE PERIOD FROM |
\

Survey: PUBLIC SCHOOL LAND  Block/Suffix: 57

AYMENT ADDITIONAL RENTAL
EASE NUMBER TX1990030-003 LEASE DATE:  §/14/2005
ECORDED: BOOK 708 PAGE 174  ENTRY NUMBER: 3409
IR CREDIT OF
017397 COMMISSIONER OF THE GENERAL LAND
" Vi OFFICE OF THE STATE OF TEXAS
> s STEPHEN F. AUSTIN BUILDING
S 1700 NORTH CONGRESS, SUITE 600
e AUSTIN, TX 78701
-
se
-
L] LE]
. .
. -
L] e
-
LT N
-
‘....
- IMPORTANT

ne attached check s for the person(s) named above. Please date, sign
yd return the attached receipts on the day you recelve it. if directed to a
ank, please deposit the amount to the credit of the person(s) named
sove and date, sign and return the receipt on the day you receive it. If
srrespondence required, please make reference to lease number

Date Received
Sign Here

By

YHE FACE OF THiS DOX

Section: 10 Short Desc: ALL OF SEC 10, BLK 57, PSLS

PROSPECT: KING EDWARD
COUNTY/PARISH RegvEs STATE T
' - AMOUNT
Acct 8.040.00
OPTION TO EXTEND LSE 2 YRS
N Ay e K
ﬂ?‘"—' /C/;),b()/ t,n
I Subtotal 8.040.00
" S B
COPY FOR | &gy
y 1 | 2T 2
YO] IR REC (}T\ ")‘S Grand Total
e 8,040.00
Check No 33810

|
1
|

CHESAPEAKE OPERATING, INC.
DELAY RENTAL ACCOUNT

PO. BOX 18496
OKLAHOMA CITY, OK 73154
405/848-8000

-cqooqooccu..ocloa‘o40 *DOLLARS * 00 “"CENTS

PAY
10 COMMISSIONER OF THE GENERAL LAND
THE OFFICE OF THE STATE OF TEXAS

ORDER STEPHEN F. AUSTIN BUILDING
OF 1700 NORTH CONGRESS, SUITE 600

AUSTIN, TX 78701

04/16/2008

ThtS DOCUMENT HAS THERMOGIRAPHIC I WITH ARTIFICIAL WATERMARKE. HOLD AT AN ANGLE 10 % &

BANK OF OKLAHOMA, N.A.
OKLAHOMA CITY, DK

338100 ¥ |
A 7

AMOUNT
$8,040.00

DATE




. CHESAPEAKE OPERATING, INC.

WE HAVE THIS DAY FEBRUARY 25, 2008 TENDERED TO
COMMISSIONER OF THE GENERAL LAND o %
THE SUM OF $8,040.00 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 : -.:
61412008 1O  e14a2010 COVERING LESSOR'S INTEREST IN LAND DESCRIBED AS e »

Survey: PUBLIC SCHOOL LAND Block/Suffix: 57

\YMENT OPTION TO EXTEND
ZASE NUMBER TX1990030-002 LEASE DATE:
=CORDED: BOOK 708 PAGE 333 ENTRY NUMBER:
JR CREDIT OF:

017397 COMMISSIONER OF THE GENERAL LAND

OFFICE OF THE STATE OF TEXAS
STEPHEN F. AUSTIN BUILDING

1700 NORTH CONGRESS, SUITE 600
AUSTIN, TX 78701

IMPORTANT
'@ attached check is for the person(s) named above. Please date, sign

'd return the attached receipts on the day you recelve it. If directed 1o a
ink, please deposit the amount to the credit of the person(s) named

PO.BOX 18496 OKLAHOMA CITY, OK 73154
LEASE OBLIGATION DEPOSIT RECEIPT

Section: 10 Short Desc: ALL OF SEC 10, BLK 57, PSLS

6/14/2005

Date Received

1410 COUNTY/PARISH peeves STATE
AMOUNT
Acct 8.040.00
1/2 $16,080 FOR ADDITIONAL 2 YRS
Com FOR
“. Ir \ n) I )(
e o
B M-105905
Subtotal
T 8,040.00
() \ -f \l{ BANK SERVICE
— CN— . CHARGE §
YOUR RECORDS ) 0.00
- . Grand Total
e s 8,040.00

—-—

PROSPECT: KING EDWARD

Check No

32802

ove and date, sign and return the receipt on the day you receive Iit. If Slgn Hera
wrespondence required, please make reference to lease number
By.
LYo
o GHESAPEAKE OPERATING INC.
- DELAV RENTAL ACCOUNT
- 4 || PO-BOX 18495 T ,
g oxw-iom CITY, OK 13154 N '
405/848-8000
Sl E A f'ﬂ-«f?a--ﬁ.‘?'"-a.oﬁo 'DOLL:ARS * 00 “CENTS &
RPAY i R A B %
" 10 . COMMISSIONER OF THE GENERAL LAND
THE 5 OFFICE OF THE STATE OF TEXAS
‘ORDER " | STEPHEN F.AUSTIN BUILDING :
HoF #1700 NORTH CONGRESS, SUITE 600 |

B CAUSTIN, TX 78701 2

LT

-

s gy

BANK OF oxuuom N.A,
OKLAHOMA CITY. bK | &S

DATE AMOUNT

02/25/20084 ¢ $8,040.000 (1

2

LR

ke 14

W

GHESAPEAKE OPERAnNG. |Nc

/ng/mﬂw,




CHESAPEAKE OPERATING, INC. PO.BOX 18496 OKLAHOMA CITY, OK 73154
) LEASE OBLIGATION DEPOSIT RECEIPT

WE HAVE THIS DAY FEBRUARY 25, 2008 TENDERED TO
COMMISSIONER OF THE GENERAL LAND Lo
L] -e
THE SUM OF $32,160.00 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 s ..:.
6/14/2008 TO 6/14/2010 COVERING LESSOR'S INTEREST IN LAND DESCRIBED AS: RO
‘ Survey: PUBLIC SCHOOL LAND Block/Suffix: 57 Section: 10  Short Desc: ALL el
} LA LN ]
LE TN
. =
‘.. .
\YMENT OPTION TO EXTEND
ZASE NUMBER TX1990030-001 LEASE DATE: 6/14/2005 PROSPECT:  KkING EDWARD
=CORDED: BOOK PAGE ENTRY NUMBER: COUNTY/PARISH reeves STATE ¢
JR CREDIT OF; AMOUNT
017397 COMMISSIONER OF THE GENERAL LAND
OFFICE OF THE STATE OF TEXAS Acct: 32,160.00
| STEPHEN F. AUSTIN BUILDING 1/2 OF $64,320 FOR ADD'L 2 YRS
1700 NORTH CONGRESS, SUITE 600
AUSTIN, TX 78701
COPY FOR
YOUR RECORDS
M-S sOS~ A
IMPORTANT
ttached check is for th (s) named above. P date, si i 22,160.00
18 attached cCi § for the parson(s) nal ai . Flease dale, sign
id return the attached receipts on the day you receive it. If directed to a Date Received CQPY .10“ gﬁﬁgéEF;VICE 0.00

ink, please deposit the amount to the credit of the person(s) named

jove and date, sign and return the receipt on the day you receive It. If Sign Here k ( ” R R [ﬂ( ( )R I )S Grand Total 32.160.00

srespondence required, please make reference to lease number.
By - Check No. 32800
1

vm:@ osemamiG . w’*’ﬁmm HD VQMD

Y RENTAL ACCO

ﬂa}@n wav
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CHESAPEAKE OPERATING, INC. PO.BOX 18496 OKLAHOMA CITY, OK 73154
M LEASE OBLIGATION DEPOSIT RECEIPT

WE HAVE THIS DAY APRIL 18, 2008 TENDERED TO
COMMISSIONER OF THE GENERAL LAND
THE SUM OF $8,040.00 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
42008 1O e/14/2010 COVERING LESSOR'S INTEREST IN LAND DESCRIBED AS:

Survey: PUBLIC SCHOOL LAND Block/Suffix: 57 Section: 10  Short Desc: ALL OF SEC 10, BLK 57, PSLS

AYMENT ADDITIONAL RENTAL
‘ EASE NUMBER TX1990030-002 LEASE DATE:  g/14/2005 PROSPECT:  KING EDWARD
ECORDED: BOOK 708 PAGE 133 ENTRY NUMBER: 3419 COUNTY/PARISH REegvES STATE 1y
’ JR CREDIT OF AMOUNT
017397 COMMISSIONER OF THE GENERAL LAND
L OFFICE OF THE STATE OF TEXAS Acct 8.040.00
. se STEPHEN F. AUSTIN BUILDING OPTION TO EXTEND LSE 2 YRS
. ro8 1700 NORTH CONGRESS, SUITE 600
et AUSTIN, TX 78701
L]
LE] -
. .
. e
... [}
L] ..: COPY FOR
» VOUTIR DI '{'.l"ni,r\~
ceve ' AN ANVLLUOUAJINDY,
-
LER Y]
-6 557 ;
IMPORTANT Subtotal —
e attached check is for the person(s) named above. Please date, sign r T BANK SERVICE l
i vd return the attached receipts on the day you receive it. If directed to a Date Received ____ _CL)[’_X E OR - CHARGE $
ik, please deposit the amount to the credit of the person(s) named S nrtCOR ‘\)C/ 0.00
»ove and date, sign and return the receipt on the day you receive it. If Sign Here ______ %, '(7}“, i I LA A l Grand Total 8.040.00
respondence required, please make referance 1o lease number . l 4
By o - Check No 33808

) BANK OF OKLAHOMA, N.A. :
| CHESAPEAKE OPERATING, INC. OKLAHOMA CITY, 0K 33808

DELAY RENTAL ACCOUNT
ihia o i e

OKLAHOMA CITY, OK 73154

405/848-8000 DATE AMOUNT
ssseessaessstseenag 040t DOLLARS * 00 “GENTS 04/16/2008 $8,040.00
|
PAY |
TO COMMISSIONER OF THE GENERAL LAND !
THE OFFICE OF THE STATE OF TEXAS
ORDER STEPHEN F. AUSTIN BUILDING
OF 1700 NORTH CONGRESS, SUITE 600 :
AUSTIN, TX 78701 CHESAPEAKE OPERATING, INC.

fo- I i
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FILE#2832

General Land Office
Relinquishment Act Lease Form
Revised, September 1997
OIL AND GAS LEASE

THIS AGREEMENT is made and entered into this 14th dsy of JUNE, 2008, between the State of Texas, acting by and through its agent,
CHARLES H. LLOYD, A WIDOWER DEALING IN HIS SOLE AND SEPARATE PROPERTY, care of 2212 SHADY GLEN, SPRINGFIELD,
MO 65804 said agent herein referred to as the owner of the soil (whether one or more), and CHALFANT PROPERTIES, INC., of PO BOX 3123, Midland,
Texas 79702 hereinafter called Lessee.

1. GRANTING CLAUSE. For and in consideration of the amounts stated below and of the covenants and agreements to be paid, kept and
performed by Lessee under this lease, the State of Texas, acting by and through the owner of the soil, hereby grants, leases and lets unto Lessee, for the sole
and only purpose of prospecting and drilling for and producing oil and gas, laying pipe lines, building tanks, storing oil and building power stations,
telephone lines and other structures thereon, 1o produce, save, take care of, treat and transport said products of the lease, the following lands situated in
REEVES County, State of Texas, to-wit:

All of Section 10, Block 57, Public School Land Survey.

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

The total bonus consideration paid represents a bonus of IwoHundredTwo  Dollars ($202.00) per acre, on 320.0 net acres.

2. TERM. Subject 1o the other provisions in this lease, this lease shall be for a term of Five () years from this date (herein called “primary
f term®) and as long thereafter as oil and gas, or either of them, is produced in paying quantities® from said land.
o oo As used in this lease, the term “produced in paying quantities™ means that the receipts from the sale or other suthorized commercial use of the substance(s)
g5 B covered exceed out of pocket operational exp for the six hs last past.

3. DELAY RENTALS. lfwmllhmnndm&tlmedminmahfmnm(liywl‘omlhidlc.lhishueutullm.
unless on or before such anniversary date Lessee shall pay or tender 1o the owner of the soil or 1o his credit in

* the **_THIS IS A PAID-UP LEASE: SEE PARAGRAPH 40 **_Bank, s , of its successors (which shall continue as the depository regardless of

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

tse o LAND OFFICE OF THE STATE OF TEXAS, AT AUSTIN, TEXAS, a like sum on or before said date. Payments under this paragraph shall operate as a

.". » rental and shall cover the privilege of deferring the commencement of a well for one (1) year from said date. Payments under this paragraph shall be in the
. e following amounts:

:o. To the owner of the soil.
(T ‘ Dollars (§ )
To the State of Texas:
Dollars ($ )
Total Rental:
Dollars ($ )

Inllhnmmdwmli:emuumdulmmﬂy.mmwmnruwdlmhlnhwdem!’wmmivewhd;nfm(l)yw
each during the primary term. Allptymumwlmdenol‘untnlhhmofﬂunﬂmybcnudchydmckwsiduduﬂofhmee.mmymimeenr
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 any reason fil or refuse to accept rental, Lessee shall not be held in default for
failure 10 make such payments or tenders of rental until thirty (30) days afier the owner of the soil shall deliver 1o Lessee a proper recordable instrument
naming another bank as agent to receive such payments or tenders.
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4. PRODUCTION ROYALTIES.‘:.‘JymEmdlnmofoﬂmdluw.Luuwwmyummhpﬁme(ln of the royalty
xwidudﬂf:h?nhluulolhe(‘mhshw the General Land Office of the State of Texas, at Austin' Texas, and one-half (1/2) of royalty 1o the
swner of the soil:

(AJ On..loynuypnyabhmuﬂ.whidl'u*M-mmmwﬁmmnnlwmummﬂmﬁnﬂlnddwua.u
sondensate, distillate, and other liquid hydrocarbons recovered from oil or gas run 4 separator or other equipment, as hereinafier provided, shall be
1/5th mof&lpmpmhmmmmhm sl the option of the owner of the soil or the Commissioner of the
(eneral Land Office, such value 1o be determined by 1 ) the hi posted price, plus premium, if any, offered or paid for oil, condensate, distillate, or other
I@Hhmmim.ofllwwﬁmﬂh general arca where produced and when run, or 2
paid in the genersl arca where produced when run, or )lh_pmptwaﬁohhuhmtwhhemb

H) NON PROCESSED GAS. Royalty on (i ing fared gas), which i defined as all hydrocarbons and substances not defined
nmumip«wwmm&&ﬂfuui Fmv&dhehwﬁmpﬂbp in

gasoline, liquid hydrocarbons or other }Mbl m part of the gross of the market value thereof, at the
option of the owner of the soil or the i of the based on the market price paid or offered for gas of
comparable produced , wh

quality in the general arca where

g
B
£
T
i
K
"
!
1

dumhnumpmmbmhmb!m::umnimmdl i
wmnﬂaﬂhthﬂy(@)m it, correction o f A

MMBMWQMMMWMJMMMWMMIMWMHM

(€) PROCESSEDOM.W’N&,[; in a gasoline or other plant for the recovery of ine or other liquid hydrocarbons

shall be part
owner o soil or the Commissioner of the General Land Office.

production of residue gas attributable to gas produced from this lease, and percent (50%), or that percent accruing to Lessce, whichever is the greater,
nfmmd:h':wvﬁ?u'imnﬂ hy.d"oummtwmu mmkh&-. vided that if | 'hymm-in:nmldﬁom
ﬁ:pmundhlplnlhwhiﬂ (:;nurmmm wu&l’ )mnmm&w 10 liguid hydrocarbons shall be
T e e St pee s by Py ' e ot o conacs e ELaray, mhitive e o

or is no Yy in or ) .

sm;mhwmﬂpmMHhMMhmhI)hwmwuﬂwomhmu or liquid
Iy of quality in the general arca, or 2) the gross price or o b

for the respective of liquid hydrocarbons), whichever is the greater.
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 prod d or i d i«':lr (excepting li
hydrocarbons) whether suid gas be "casinghead,” “dry”, or any other , by fractionating, buming or any other processing be
ormpmmumormm.«uwmumrh I
ice, such market value 1o be determined us follows: I}mmmﬁmurluwnhufummhﬂnmmhhwhﬂmchpmﬁah
produced, or 2) on the basis of the avernge gross sale price of cach product for the same 1 , i i

F

no event, however, shall the royalties payable under this paragraph be

month

5. MINIMUM ROYALTY. During any year after the expiration of the primary term of this lease, if this leasc is maintained by ion, the

royalties paid under this lease in no cvent shall be less than an amount equal (o the total annual otherwise,

p:ylbbmubcfwclhlthudlynfmw eding the anni y date of this lease |

pudduliuth:pmudnlye-.lfl'lnlnphjol‘thulzncbunulpeci&ldehymmmmquoflhnwlﬂtlbed:hymul
lease,

amount shall be one dollar ($1.00) per acre.

6. ROYALTY IN KIND, Notwithstanding any other provision in this al from ime,
mumuormommom«my.umwmnrm.mmumﬁnnw)up-ﬁamumurmm ire that the
of any royalties accruing 10 such royalty owner under this lease be made in kind. The owner of the soil's or
's right o ksmylnyhmmwm&hhummm“ofm»ﬂ%ulthomi-incorMOnnﬂLndomu‘nﬁwuurlaw‘n
obligations, whether express or implied, under this lease.

p 1. NODEDthﬂONSAmelhIIH mmguﬁ‘mmwmwhku,muwwmuhm
e cin } : ; . .
ready for sale or use. Lessee agrees (o compute pay royalties on the gross value received, including any reimbursements for severance

miner or B of the. { Otfice. - : ;
owner o and the Commissioner of the General Land Office, Lessee ma whwwmuMMwhmhm
myoﬂw'lprodwmw h.mhuedptmhﬂ-hlhlhu‘ ined in the gas )
pnynbh-'enﬂr;uy gas until it is and sold or used by Lessee in a manner which entitles the royally owners 10 a royalty under this ;

:o‘. _:ROYALTYPAYIENEMR.EPORTS. All royalties not taken in kind shall be paid 10 the Commissioner of the Geaeral Land Office mt
Mh.w-.‘mblhwh.w
.

-

. -’lymofwylkynnpmduuhoroimd shall be as in the rules set forth in the Texas Register. Rules currently provide that

Mymﬂhﬂﬂmhmhmmmomuuu fore the Sth day of the second month succeeding the month of production, and

zqu_wimumummuuamwmmuwmm1;magummmummumm
n

show

by the affidavit of the owner, manager or other authorized agent, the and manner prescribed by the General Land Office and
mnunlnddbpu'lhoﬁlloﬂMpwoﬂmdndﬂumhnhof&eoﬂﬁmmw'ﬁnmyofdw.mmrds
of reports conliyming the gross production, disposition
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and market value including gas meter readings, pipelin ipts, gas line ipts and other checks or da of duced and put into pipelines, tanks, o
Mndp“wmmdmoﬂumumﬁﬁhmuoﬂb-’whmdﬁhwmmﬂmu
value. [n all cases the authority of & manager or agent to act for the Lessee herein must be filed in the General Land Office. Each royalty payment shall be sccompanied
by a chock stub, schedule, summary or other remittance advice showing by the assigned General Land Office lease number the smount of royalty being paid on each
lease. If Lessee pays his royalty on or before thirty (30) days afier the royalty payment was due, then Lessee owes a penalty of 5% on the royalty or $25.00, whichever
is greater. A royalty payment which is over thirty (30) days Inte shall accrue » penalty of 10% of the royalty due or $25.00 whichever is greater. [n addition 1o a penaity,
royalties shall sccrue interest st & rate of 12% per year; such interest will begin accruing when the royalty is sixty (60) days overdue. Affidavits and supporting
documents which are not filed when due shall incur a penalty in an smount set by the Genersl Land Office administrative rule which is effective on the date when the
affidavits or supporting documents were due. The Lessee shall bear all responsibility for paying or causing royalties to be paid as prescribed by the due date provided
herein, Payment of the delinquency penalty shall in no way operate to prohibit the State’s right of forfeiture ax provided by law nor act 10 postpone the date on which
royalties were originally due. The sbove penalty provisions shall not apply in cases of tide dispute as to the State’s portion of the royalty or to that portion of the royaity
in dispute as to fair market value.

10.(A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shall annually furnish the Commissioner of the Ceneral Land Office with its best
possible estimate of oil and gas reserves underlying this lease or allocable to this lease and shall furnish said Commissioner with copies of all contracts under which gas
is sold or pr d and all sub and d to such within thirty (30) days after entering into or making such contracts, sgreements or
m;Mmmu.m-hmummmmuusumu«-mnuwmm«u—m
authorized by Lessee. All other contracts and records p g to the pr sale and marketing of the oil and gas produced on said premises,
including the books and ipts and discharg d-nmmmm-ﬂmummmu-wnw“mw
MCMMMMMOMO-AMO—&&C , of the rep tive of amy of them.

(B) PERMITS, DRILLING RECORDS. Written notice of all operstions on this lcase shall be submitied 1o the Commissioner of the Genersl Land
Office by Lessee or operstor five (5) days before spud date, workover, re-entry, temporary abandonment or plug and sbandonment of any well or wells. Such written
mmmonnluuom.ummetwwmhwmwmu Coﬂuofnﬂmﬁ.mwhnmwm
reports shall be supplied to the General Land Office at the time they are filed with the Texas Railroad Commi mits, reports o other filings that

mumumwkmauumuunmumnﬂwmuqmw..uym
include the word “State” ummamo-ny in sccordance with Railroad Commission rules, any signage on the leased premises for the purpose of identifying
wells, tank batteries or other assock Vpr to the land must also include the word “State.™ Lessee shall supply the Gienersl Land Office with any records,
memoranda, accounts, reports, cuttings and cores, or other information relative to the operation of the sbove-described premises, which may be requested by the
General Land Office, in sddition to those herein expressly provided for. Lessee shall have an clectrical and/or radioactivity survey made on the bore-hole section, from
the hase of the surface casing to the total depth of well, of all wells drilled on the above described premises and shall mit & true copy of the log of each survey on
each well to the Genenl Land Office within fifteen (15) days afier the making of said survey

(C) PENALTIES. Lessee shall incur a penalty whenever reports, documents or other materials are not filed in the General Land Office when due. The
penalty for late filing shall be set by the General Land Office administrative rule which is effective on the date when the materials were due in the General Land Office.

11, DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If , during the primary term hereof sand prior to discovery and
production of oil or gas on said land, Lessee should drill » dry hole or holes thereon, or if during the primary term hereol and after the discovery and sctual production
of oil or gas from the leased premises such production thereof should cease from any cause, this lease shall not terminate if on or before the expiration of sixty (60) days
from date of completion of said dry hole or jon of production Lessee dditional drilling or reworking operations thereon, or pays or lenders the next
annual delay rental in the same manner as provided in this lease If, during the last year of the primary term or within sixty (60) days prior thereto, & dry hole be

pleted and abandoned, or the production of oil or gas should cease for any cause, Lessee's rights shall remain in full force and effect without further operations until
the expirtion of the primary term; and if Lessee has not resumed production in paying quantities st the expirstion of the primary term, Lessce may maintain this lease
Iy conducting additional drilling or rework ing operstions pursuant to Paragraph 1), using the expiration of the primary term as the date of cessation of production under
Parngraph 1), Should the first well or amy subsequent well drilled on the above described land be completed as a shut-in oil or gas well within the primary term hereof,
Lessee may resume payment of the annual rental in the same manner as provided herein on or before the rental paying date following the expiration of sixty (60) days
from the date of completion of such shut-in oil or gas well and upon the failure to make such payment, this lcase shall ipso facto terminate. If af the expiration of the
primary term or any time thereafler o shut-in oil or gas well is located on the leased premises, payments may be made in sccordance with the shut-in provisions hereof

12 WWANDIEWKMATEIHIAT‘CNOFH!WYTEIM 1L, st the expirstion of the primary term, neither oil nor gas is bemng
produced on said land, but Lessee is then engaged in drilling or reworki h this loase shall remain in force so long s operations on sid well or for
ﬂ!h;un-ukhlnruyudnn-lu-llu-pm-md-pntllh-lhMﬂdl-"mmwnlmMnm(ﬁo)hylmW
one such operation, and if they result in the production of oil and/or gas, so long thereafter as oil and/or gas is produced in paying quantities from said land, or payment
of shut-in oil or gas well royalties or compensatory royalties is made as provided in this lease.

13. CESSATION, DRILLING, AND REWORKING. If, after the expinstion of the primary term, production of oil or gas from the leased premises, after
once obtained, should cease from any cause, this lease shall not terminate if Lessee commences additional drilling or reworking operstions within sixty (60) days after
such cessation, and this lease shall remain in full force and effect for so long as such operations continue in good faith and in workmanlike manner without interruptions
totaling more than sixty (60) days. I such drilling or king operations result in the production of oil or gas, the lease shall remain in full force and effect for so long
as oil or gas is produced from the leased premises in paying quantities or payment of shut-in o1l or gas well royalties or payment of compensatory royalties is made as
provided herein or as provided by law. If the drilling or reworking operations result in the completion of & well as a dry hole, the lease will not terminate if the Lessee
commences additional drilling or reworking operations within sixty (60) days after the completion of the well as & dry hole, and this lease shall remain in effect so long
as Lessee continues drilling or reworking operstions in good faith and in 8 workmanlike manner without interruptions totaling more than sixty (60) days Lessee shall
give written notice to the General Land Office within thirty (30) days of any cessation of production.

14, SHUT-IN ROYALTIES. For purposes of this paragraph, “well™ means any well that has been nssigned » well number by the state agency having
Jjurisdiction over the production of oil and gas. If, at any time after the expiration of the primary term of a lease thet until being shut in, was being mainiained in
force and effect, s well capable of producing oil or gas in paying quantities is located on the leased premises, but oil or gas is not being produced for lack of
suitable production facilities or lack of & suitsble market, then Lessee may pay as o shut-in oil or gas royaity an smount equal 10 double the annual rental provided in
the lease, but not less than $1.200 & year for each well capable of producing oil or gas in paying quantities. If Parngraph 3 of this lease does not specify & delay rental
smount, then for the purposes of this parsgraph, the delay rental smount shall be one dollar ($1.00) per acre. To be effective, each initial shut-in oil or gas royalty
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mhpﬂuumu)hwdmwmna)wmammu—-mmmdwpmmmmumwayuu i
mm.m«mmummmmmmuhummﬁ-huh-au.-uuummuu
Cuﬂdnunf&-ﬂu.ﬂl‘doﬁuldn—uf(lﬂ)wthmnfhﬂlfhlht#uﬂupmyﬂyhpﬂ,hhn“hwwhl |
pomlluueudlhnnﬂlhllm-dulunolthluuhanindnfuy-lulh-dofhphuymwmukitynfum

following the month in which production ceased, and, afler that, if no itable production facilities or suitabl market for the oil or gas exists, Lessee may extend the
Imul‘nllwmMwwofm(l)mwmmummudwuuhhnhupiublor-clint-uyw.

uimnhpm_.w-m.mwmﬂwum)uotnm, _ same o g reservoir, of in any case
hvﬂchhhphm&udﬁnoﬂmn—hﬁhuhpmuthwpmﬁqﬁlﬂmhlﬂ-ﬂ_h-ﬁdwhh
MofhyﬂhwﬂﬂhmI-h—pumhuwnyuimhhl-nhbumnmiurmbym”rﬂwmmyu
uroy.uym-povﬂdhlhl-nnuh-ﬂdnhofpmﬂwhwﬂmﬁ.hhi-aumﬂhwﬂhm“pm“ﬂm
within one thousand (1,000) feet of the leased premises. The ¥ :mhhnupumuy.mumamucmurmmm
Office and onc-half (1/2) to the owner of the soil, beginning on or before the last day of the month following the month in which the oil or gas is produced from the well

ing the diminage or that is compl d in the same producing rescrvoir and located within one thousand (1,000) feet of the leased premi If the comp Yy
mydlypnid’nuyl!-mdtp-iodi-humhutuhmu-hoicmm.Lmﬂm.mmdhthdih—uwithﬂtﬂm
chylhnh-doﬂhll-unliMCwm”ﬂMnnMﬂﬂmMMthmMOM |
lﬂslnu.NonoﬂhuwmwilMm#nww«MMnHMNmomﬂﬂhuthmw
Resources Code 52.173, b , it the d ination of the C issi and with the Comaussioner's wriien approval, the payment of compensatory royaltics can
satisfy the obligation o dnll offset wells

15. COMPENSATORY ROYALTIES. If,Mb.lhp-indlhh-'uhplhcﬁulypy_udhlhl-hdluwmrﬂy.dlumhddm |
ises and leted in the d
|

|
|
16. RETAINED ACREAGE. NMMWmnlﬁhhunhmy.nhnwﬂpwuuup&ormwamm l
MMMMMMmemhﬂwdnw,mWhM“ﬂwﬂuvmlhunyh ',
remsonably necessary for the proper development of the lcased premises and in marketing the production thercon. z
(A}VEITICAL-II&I.V-NII-&&Wlﬂtﬁﬂtﬂﬂ),ﬁﬂhlﬁuﬂdﬂﬂnﬂh“u““hﬂhm !
uwdldhhﬂpﬂqm(l)wmmﬂdﬂ*&dpmh.hpmmu)mmm-é'nnll
MouchphW(MnM%dmwﬂnwhwI4hnﬂ,uamﬂupuMLﬂuhhup|dh
continuous drilling or reworking operati of (2) the ber of acres included in & prod ing pooled unit pursusnt 1o Texas Natural Resources Code 52.151-52.153,
w(})melnwuﬂcufmuwhhuﬂomdhwuhﬂumhlmhuihdnﬁm-dlu-d:hmluud
nuhﬁn-lnﬂhlwc«-nhhnﬁmuuywm.wnﬁnpﬂl—-luhduhvh.munmﬁuohummmof

the partial termination provisions hereof, the applicable ficld rules are changed or the well or wells located th wre reclassified 5o that less acreage is thereaft !
allocated to said well or wells for production purposes, this lease shall thereup inate as to sl ge not thercafier all d 10 said well or wells for production \
Mhuﬁ-ﬁnﬂ&hh—uunmﬂdhmm&&y.wﬂmmuhv-m:bhou'nn-d !

purposcs.

whnlhlnﬁniluuudbmhh-hmmwul’wmlMmﬁwﬁmmﬁ.ﬂw#u,hmmaq i
#ﬂhﬂmuﬂhhiﬂ-lmﬂmmhmwhhnpﬂlhuf('ﬂnmindhnﬁ'},hmuudhnlh_hdu {
and for the gathering of transportation of oil, gas and other minerals produced from the retained lands.

cn)mmmlunmmmhhmn-&uma)m-umwudup’mwmﬂmn-min-
uﬂuﬂuhﬂdﬂlﬂmiﬁhmhudﬂtﬂd{m"mm'}idﬂlbﬂduwmhmlﬂmm.
Muummtl)mlﬁhmuMm_m-mqﬂwM(lﬂ)dthypunmn&h
lease (us specified on page n-nn|t-=h.-m|hmmu—uuhhmm-uma—mmﬂu—u—mumﬂuu
dﬁﬁn-lpuhdul’mﬂ)yunndnh.h-huﬂuyhpﬂwdhmmh-ﬂwmmnmm.

{C)IDW“RCATICHANDFILM.T\.W&-':—NMMN-QﬂMn-ﬂyuMhhhhahwm
hdlmdihﬂ-“ﬁunﬂo&u“umhmvﬂhttm#hmL-doﬂuWhhlﬂty()o)ﬁndhpmid
\ermination of this lease as provided berein, Lessoe shall execute and record » release or rel ining a satisfa legal description of the ge and/or depths
ot retained hereunder. The recorded release, of & certificd copy of same, shall be filed in the General Land Office, sccompanied by the filing fee prescribed by the
MMDMM«h&MuMMhmulemwwrchnwdmlﬂd-dl“wﬁhM(M)tpﬂu
being requested to do 5o by the General Land Office, then the C issi at his sole discretion may designate by written instrument the acreage and/or depths 1o be
mmwm&wumwiumummmmumu-mmmumwm
Office and such designation shall be binding upon Lessee for all purposes.

: .“.I‘I. OFFSET WELLS. Mhmﬂymnmﬂwwhﬂuﬁmh—hﬂldhnl.n-nl‘lhm»m
umpmumwummmm—.mmﬁuumq—hmuuumuwu—quu-
um—yhlihuduhluWnMWhamewﬁdedd-mummumu
ol MNMMMWMI.Mhdhhﬂﬂﬂuuhwuﬁlhmmh“mw

doilupguunu.-u—-.m:mwumuummmuwmmuaimar.-ﬂawﬂumu
mmmmmmmmmcuhumﬂuﬂmm:.aoouom.h-i, iscs start producing in ial
ﬂwm-ﬁﬂhﬂﬂ“!lhhﬂh“yomm-yﬂnﬂhnudhn-nﬂhﬂlw
0
mu&1
s o

Mthdhmdhmuoﬁuﬂwﬂﬂﬂh—W—yn‘wdm
licabl Y P satisfy the obligation to drill sn offset well or wells required under this paragraph.

s s 18 FORCE MAJEURE. If, after & good fith effort, Lessee is prevented from complying with sy exp ot implied of this lease, from
M&iﬂh.opculwuhhadp iscs, or from prody ;duphhh—dpﬂnﬂymﬂﬂ.mmnﬁqﬂnﬂktu
mWW.Mcmde.hﬂwaLulmawyﬂ-ﬁwﬂh-ap-dd-dl.u-s
nollulhhl-lrﬁ-.uﬁrmbwqbuﬁ“mﬂ“y.ﬂh-mh“dvﬂl_hwnquﬁmh-
ing drilling and reworking operati miur‘;oﬂwnhthhdpﬂuihm.mh&m“mﬂhmd
duhyMhuﬁw—hﬁﬂh—hcﬁuﬂﬂhpﬂymihmﬂ-ﬁﬂﬂummumam‘lum
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19. WARRANTY CLAUSE. The owner of the soil warrants and agrees to defend tide o the leased premises. |f the owner of the soil defaults in payments
owed on the leased premiscs, then Lessce may redeem the rights of the owner of the 5ol in the leased premises by paying sny mortgage, taxes or other liens on the
leased premises. |f Lessee makes payments on behalfl of the owner of the soil under this parsgraph, Lessee may recover the cost of these payments from the rental and
royalties due the owner of the soil.

20 (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the soil owns less than the entire undivided surface estate in the shove described
land, whether or not Lessee’s interest is specified herein, then the royaltics and rental herein provided to be paid to the owner of the soil shall be paid 1o him in the
mm-ua.mmmammw-ﬁ--—:ﬁuwmmmwnhwnmcmwum
Land Office of the State of Texas shall be likewise pr ' d He , before Lessee adjusts the royalty or rental due to the Commissioner of the
mmm_uumwmnunumuumum-nuwmmu
discrepmncy b the i dly leased under this lease and the actual interest owned by the owner of the soil. The Commissioner of the General Land
muummmuummmum“u—-umnamhnwmuﬂmm

ble to such er, in no event shall the Commissioner of the General Land Office receive as a royalty on the gross production allocable to
hnﬂvﬂdmmhﬂ-mhﬂhﬂhnﬁoﬂ-ﬁ:—ﬁlmﬂnfﬂmm
(B) REDUCTION OF PAYMENTS. I(, during the primary term, a portion of the land covered by this lease is included within the boundaries of »
pooled unit that has been approved by the School Land Board and the owner of the soil in accordance with Natural Resources Code Sections 52.151-52.154, of if, st any
nuﬂuhmdhmm«hmnﬁhmuhﬂnﬂudmhhlﬂ—-wh&muﬂ
made on & per scre basis hereunder shall g 1o the ber of acres pooled, released, surrendered, or otherwise severed, so that payments determined
ulpumhukntl-lh“nﬂhl-hh.hphry“ﬂhmmmm'htdmﬂhmanpﬂﬂu.
if after the expiration of the primary term, the number of acres sctually retained and coveted by this lease

21. USE OF WATER. Lessee shall have the right 1o use water produced on said land necessary for operations under this lease except water from wells or
tanks of the owner of the soil, provided, however, Lessce shall not use potable water or water witable for livestock or imrigation purposes for waterflood operations
without the prior consent of the owner of the soil.

22, AUTHORIZED DAMAGES. Lessee shall pay the owner of the soil for demages cansed by its operations to all p ! property, impr
livestock and crops on said land

23 PIPELINE DEPTH. When requested by the owner of the soil, Lessee shall bury its pipelines below plow depth.

24, WELL LOCATION LIMIT. No well shall be drilled nearer than two hundred (200) feet to any house or barn now on said premises without the written
consent of the owner of the soil

25, POLLUTION. In developing this area, Lessee shall use the highest degree of care and all proper safeguards Hution. Without limiting the
mmﬂml“mﬂwmﬂwmﬂkmnh—dmﬂmhumum
spillage, seepage o ground water contamination [n the event of pollution, Lessee shall use all means at its disposal to recapture all escaped hydrocarbons or other
pollutant and shall be responsible for all damage 1o public and privete properties |essee shall build and maintain fences around its stush, sump, and dranage pity and
tank batteries 5o as to protect livestock against loss, demage or injury, and upon completion or sbandonment of any well or wells, Lessee shall fill and level all slush
pits and cellars and completely clean up the drilling site of all rubbish thereon. Lessce shall, while conducts tions on the leased premises. keep maid premises free
.mmem.mmmumﬂmmummwumuuu-umnmmmw
s is practicable Tanks and equip will be kept painted and presentable

26. REMOVAL OF EQUIPMENT, mumuummuunumummﬁmmbym
on the leased premises, including the right to drew and remove casing, within one hundred twenty (120) days after the expirati ination of this lease unless
the awner of the soil grants Lessee an extension of this |20-day period. However, memmnﬂlwm-ﬁnﬂkul’pnﬁnqelﬂ-h
paying quantities. Additionally, Lessee may not draw and remove casing until afier thirty (30) days written notice 1o the Commissioner of the General Land Office and
&hmofﬁﬂ.mmdhﬂ“_ﬂ-h_ﬁqm.m-ﬂﬁ'Mnlﬂlliﬂ,lﬂﬂﬂhhﬂhhh—d

paragraph,

27. (A) ASSIGNMENTS. Under the conditions contained in this paragraph and Paragraph 29 of this lease, the rights and estates of either party 1o this
lease may be assigned, in whole or in part, and the provisions of this lease shall extend 1o and be binding upon their heirs, devisces, legal representatives, successors and
assigns. However, & change or division in ownership of the land, rentals, or royaities will not enlarge the obligations of Lessee, diminish the rights, privileges and
cstates of Lessee, impair the cffectiveness of any payment made by Lessee or impair the effectiveness of any act performed by Lessee. And no change or division in
Mof&chﬂtnﬂdncmﬁ.*ﬂwmh-qmlﬂﬂﬁwm)tyuh&omeﬂhﬂ(uhhmmwm
or assigns) furnishes the Lessee with satisfactory written ¢ of the change in g the original i of title (of o certified copy of
-tclﬁdlni-hmwmdlmAuﬂu-ﬂaﬂmdtﬁuﬂ.nhwofﬁmmwd
discharge Lessee of all subsequent obligations under this lease. |1 this lease is assigned in its entirety as 1o only part of the acreage, the right and option to pay rentals
shall he apportioned as between the several owners ratably, according 1o the area of each, and failure by one of more of them 1o pay his share of the rental shall not
affect this lease on the part of the land upon which pro rata rentals are timely paid or tendered, however, if the assignor or assignee does not file a certified copy of such
assignment in the General Land Office before the next rental paying date, the entire lease shall terminate for fuilure to pay the entire rental due under Paragraph )
Every assignee shall succeed to all rights and be subject to all obligations, liabilities, and penalties owed 1o the State by the original lessee or any prior assignee of the
lease, including any lisbalities 1o the State for unpaid royalnes

(B) ASSIGNMENT LIMITATION. Notwithstanding any provision in Paragraph 27(s), if the owner of the soil acquires this lease in whole or in pad
by assignment without the prior written approval of the Commissioner of the General Land Office, this lease is void as of the time of assignment and the agency power
of the owner may be forfeited by the C N . An assigs will be trested as if it were made to the owner of the soil if the assignee is:

(1) # nomince of the owner of the soil,
ﬂ)-mhc-ﬂhyh-ﬂahn-ﬂhﬁlutwmw«a--ﬂoyndnﬁlmmuuw
(3) a partnership in which the owner of the soil is » partner or is an employee of such & partnershi
(4) » principal stockholder or employee of the corporstion which is the owner of the soil;

(5) » partner or employee in & partnership which is the owner of the soil,
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-

(6) » Nduciary for the owner of the soil; including but not limited 10 » guardian, trustee, , admini iver, or conservator-for the

owner of the soil; or
(7) s family member of the owner of the soil or related to the owner of the soil by marriage, blood, or adoption
28. RELEASES. Under the conditions contained in this parsgraph and Paragruph 29, Lessee may st any time execute and deliver 10 the owner of the soil
and place of record a release or releases covering any portion or portions of the leased premises, and thereby der this lease as 0 such portion or portions, and be
:dumof.uumouuwuuwmlrmmammumymmmmﬂmwmhumumw
the proportion that the dered bears to the acreage which was covered by this lease immediately prior to such surrender, however, such relcase will not
dmuLmntuylhhﬂmuMmhnwﬂuﬁﬁa“mu|hm—ho{-dm-p.

29, FILING OF ASSIGNMENTS AND RELEASES. Ifall or any part of this lease is assigned or released, such assigs or release must be recorded
in the county where the land is si d, and the rded i or & copy of the recorded instrument certified by the County Clerk of the county in which the
instrument is recorded, must be filed in the General Land Office within 90 days of the last execution date accompanied by the prescribed filing fee. If any such

assignment is not so filed, the rights scquired under this lease shall be subject to forfeiture st the option of the Commissioner of the General Land Office

30. DISCLOSURE CLAUSE. All provisions pertaining to the lease of the sbove-described land have been included in this i cluding the
statement of the true consideration to be paid for the execution of this lease and the rights and duties of the panties. Any collateral ags ing the
development of oil and gas from the leased premises which are not contained in this lease render this lease invalid.

premises. When the interests of the owner of the soil conflict with those of the State, the owner of the soil is obligated 10 put the State's interests before his personal

interests
32 FORFEITURE. If Lessce shall fail or refuse 1o make the payment of any sum within thirty days afler it becomes due, or if Lessee or an suthorized

wmulmwnﬂ.uwNsmwﬂurwmh‘mm&mhuifmtuhlorr:&uh&lﬂmynﬂlﬂndlmmlhm;md

fnith as required by law and the rules and rogul dopted by the C s of the General Land Office, or if Lessce should fail 1o file reports in the manner

required by law or fail to comply with rules and regulations promulgated by the Genersl Land Office, the School Land Board, or the Railroad Commission, or if Lessee

should refuse the proper authority access 1o the records pertaining to operations, or if Lessee or an authorized agent should knowingly fil or refuse 1o give corroct

information 1o the proper authority, or knowingly fail or refuse 1o furnish the General Land Office a correct log of any well, of if Lessee shall knowingly violate any of

the material provisions of this lease, or if this leasc is assigned and the assignment is not filed in the General Land Office as required by law, the rights acquired under |

mmmu-wmhumwucmmumw--m-mm#mm«wm-mum |

forfeited the arca shall again be subject to lease under the terms of the Relinquish Act. H g herein shall be construed as waiving the automatic |

mmofmmwmolhwuwmofwwlmmmForiiwn-yhﬂ-ahndlhlh-udlllwm

reinstated before the rights of another intervene upon salisfa 1o the C isss of the General Land Office of future compliance with the provisions of :

mu-wwmumwmmwm-yhm.dm"m

|
]
31 FIDUCIARY DUTY. The owner of the soil owes the State a fiduciary duty and must fully disciose any facts affecting the State's interest in ihe lessed l
|
|
|
]
|

33. LIEN. In d with Texas N IR Code 52.136, the State shall have a first lien upon all oil and gas produced from the arca covered |
by this lease to secure payment of all unpaid royalty and other sums of money that may become due under this lease. By acceptance of this lease, Lessce grants the |
State, in addition to the lien provided by Texas Ni | R Code 52.136 and any other applicable statutory lien, an express contractual licn on and security
interest in all leased mincrals in and extracted from the leased premises, all proceeds which may sccruc to Lessee from the sale of such leased minerals, whether such
proceeds arc held by Lessee or by a third party, and all fixtures on and improvements 1o the leased premises used in connection with the production or processing of |
such leased minerals in order to secure the payment of all royaltics or other amounts due or 1o become due under this lease and 1o secure payment of any damages or |
loss that Lessor may suffer by reason of Lessees breach of any covenant or condition of this lease, whether express or implied. This licn and security interest may be |
foreclosed with or without count proceedings in the manner provided in the Tide |, Chpu9nflhTmMm.dComuCoﬁ Lessee ngrees that the l
Comemnissioner may require Lessee 1o exccute and record such in as may be r bly knowledge, sttach or perfect this lien. Lessee hereby
W&ulhuimmmuup-iwl-luwfmandrdnh|hu-u‘smiviﬁum¢m--hn-d-ﬁbdmuiowLu-u‘uuquuumol'r.hu
lease. Should the Commissioner at any time determine that this representation is not true, then the Commissioner may declare this lease forfeited as provided herein

34, POOLING. Lessee is hereby granted the right 10 pool or unitize the royalty interest of the owner of the soil under this lease with any other leaschold
or mineral interest for the exploration, development and production of oil or gas or cither of them upon the same terms as shall be approved by the School Land Board H
nndhCMdhmmOEubMMUmofm_-thuﬁllhh-plnl-ln'l'mlwIlwuqu: |
H #¢52.151-52.153. The owner of the soil agrees that the inclusion of this provision in this lease satisfies the qui stated in Texas Natural Resources Code |
- ]
- ’ISZ 1

Sese 1! INDEMNITY. Lessce hereby releases and discharges the State of Texas aEd the owner of the soil, their officers, employees, pammers, agents,

e pucsts, invitees, and their respoctive successors and assigns, of and from all and any actions and causes of action of every nature, or other
. MkhddqmiwhhanIMummmuuMu_dh-udewww&emnm
ﬁMNOMWMwmuannwmMhmﬂuhu—nhwmm or that
mumunruhmwI..qn-'sh-ctohnyormmuwﬁunfhm«hmﬂ@wmnﬂyimemumunmof
®cssce Further, Lessee hereby agrees 10 be liable for, exonerste, indemnify, defend and hold harmicss the State of Texas and the owner of the soil, their officers,
. employees and agents, their successors or assigns, against any and all claims, liabilitics, losses, damages, sctions, § | injury (including death), costs and expenses,
o ¥ ¢ 3 other harm for which recovery of damages is sought under any theory including ton, or sirict liability, includi "h-nduhrlculupmu-.
mﬁwhimwwavwMuhlnudmmwhuymyrdMnLuﬂllew;vwlhuynddlnvhwu-ﬂn.lhm.mue
wnising from or in any way related 1o Lessee's operations or any other of Lessee’s activities on the leased premises; those arising from Lessee’s use of the surface of the
:'. leased premises, and those that may arise out of or be occasioned by Lessee's breach of any of the terms or provisions of this Agreement or any other act or omission of
® e elessee, its diectors, officers, employees, pariners, agents, contractors, subcontiactons, gucsls, invilees, and their respective successors and assigns. Each assignee of this
Agreement, or an interest therein, agrees 1o be liable for, exonerate, indemnify, defend and hold harmless the State of Texas and the owner of the soil, their officers, i
employees, and agents in the same manner provided above in connection with the activities of Lessee, its officers, employees, and agents as described above. EXCEPT i
AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF THE INDEMNITY OBLIGATIONS ANDVOR LIABILITIES ASSUMED UNDER THE |
TERMS OF THIS AGREEMENT SHALL HE WITHOUT LIMITS AND WITHOUT REGARD TO THE CAUSE OR CAUSES THEREOF (EXCLUDING !
PRE-EXISTING CONDITIONS), STRICT LIABILITY, OR THE NEGLIGENCE OF ANY PARTY OR PARTIES (INCLUDING THE NEGLIGENCE OF
THE INDEMNIFIED PARTY), WHETHER SUCH NEGLIGENCE BE SOLE, JOINT, CONCURRENT, ACTIVE, OR PASSIVE.
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36. EN'VmONMENTAL HAZARDS. Lessee shall use the highest degree of care and reasonable safeguards to prevent contamination or pollution
of any envi luding soil, surface waters, groundwater, sediments, and surface or subsurface strata, ambient air or any other
environmental medium in, on, unndu mwmwnymwhtuumm Inmﬁﬂnuhﬂuumuomummﬂ:hed
premises any asb ing materials, explosives, toxic materials, or sub reg as hazardous wastes, hazardous materials, hazardous
substances (as the term “Hazardous Substance® is defined in the Comprehensive Envir I R C jon and Liability Act (CERCLA), 42
US.C Seumﬂwi et seq.), urmncmbsmmdumykdrni.uu.uloulhwmmplum('ﬂmmmm').ncmmdmpmdm

y used in ction with oil and gas exploration and develop operations and stored in the ususl manner and quantities. LESSEE'S
VIOLATION OF THE FOREGOING PROHIBITION SHALL CONS‘ITI‘UTE A MATERIAL BREACH AND DEFAULT HEREUNDER AND
LESSEE SHALL INDEMNIFY, HOLD HARMLESS AND DEFEND THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND
AGAINST ANY CLAIMS, DAMAGES, JUDGMENTS, PENALTIES, LIABILITIES, AND COSTS (INCLUDING REASONABLE ATTORNEYS'
FEES AND COURT COSTS) CAUSED BY OR ARISING OUT OF (1) A VIOLATION OF THE FOREGOING PROHIBITION OR (I1) THE
PRESENCE, RELEASE, OR DISPOSAL OF ANY HAZARDOUS MATERIALS ON, UNDER, OR ABOUT THE LEASED FREMISES DURING
LESSEE'S OCCUPANCY OR CONTROL OF THE LEASED PREMISES. LESSEE SHALL CLEAN UP, REMOVE, REMEDY AND REFAIR
ANY SOIL OR GROUND WATER CONTAMINATION AND DAMAGE CAUSED BY THE PRESENCE OR RELEASE OF ANY HAZARDOUS
MATERIALS IN, ON, UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OF THE LEASED PREMISES IN
CONFORMANCE WITH THE REQUIREMENTS OF APPLICABLE LAW. THIS INDEMNIFICATION AND ASSUMPTION SHALL APPLY,
BUT 1S NOT LIMITED TO, LIABILITY FOR RESPONSE ACTIONS UNDERTAKEN PURSUANT TO CERCLA OR ANY OTHER
ENVIRONMENTAL LAW OR REGULATION. LESSEE SHALL IMMEDIATELY GIVE THE STATE OF TEXAS AND THE OWNER OF THE
SOIL WRITTEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS PARAGRAFPH, UPON LEARNING OF THE PRESENCE
OF ANY HAZARDOUS MATERIALS, OR UPON RECEIVING A NOTICE FROM ANY GOVERNMENTAL AGENCY PERTAINING TO
HAZARDOUS MATERIALS WHICH MAY AFFECT THE LEASED PREMISES. THE OBLIGATIONS OF LESSEE HEREUNDER SHALL
SURVIVE THE EXPIRATION OR EARLIER TERMINATION, FOR ANY REASON, OF THIS AGREEMENT.

37. APPLICABLE LLAW. This lease is issued under the provisions of Texas Natural Resources Code 52.171 through 52.190, commonly known as
the Relinquishment Act, and other applicable statutes and amendments thereto, and if any provision in this lease does not conform to these statutes, the
statutes will prevail over any nonconforming lease provisions

38, EXECUTION, This oil and gas lease must be signed and acknowledged by the Lessee before it is filed of record in the county records and in
the General Land Office of the State of Texas Once the filing requirements found in Paragraph 39 of this lease have been satisfied, the effective date of this
lease shall be the date found on Page 1.

39. LEASE FILING. Wmmodmrmmmmmcmmmmuﬁuormnmeumwofm:
County Clerk in any county in which all or any part of the leased premises is | d, and certified copies thereol must be filed in the General Land Office.
This lease is not effective until a certified copy of this lease (which is made and certified by the County Clerk from his records) is filed in the General Land Of
fice in accordance with Texas Natural Resources Code 52 183. Additionally, this lease shall not be binding upon the State unless it recites the actual and true
consideration paid or promised for execution of this lease. The bonus due the State and the prescribed filing fee shall accompany such certified copy to the

General Land Office.
40, This is a paid-up lease. Rentals in the amount of $1280.00 have been pre-paid. Half (172) of this amount has been paid the Lessor and half (1/2)
has been paid the State of Texas
Mant Progertisd, Inc.
BY. William A. Chalfant
TITLE: President
pate___lp-28-05

STATE OF TEXAS STATE OF TEXAS

harles H. Lioyd BY
TITLE: Individually and as agent for the State of Texas TITLE: Individually and as agent for the State of Texas
Date 'J) — 3&3}- D—g Date
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EXHIBIT “A"

In the event of a conflict or inconsistency between the printed terms of this lease and these added
terms of this lease, the added terms shall control and be deemed to supersede the printed terms of
the Lease.

40. Rentals in the amount of $640.00 for years two and three of this lease have been prepaid.
One half (%) of this amount has been paid to the Lessor and one half (%2) has been paid to the
State of Texas. Rental for the fourth year in the amount of $64,320.00 has not been paid and if
the fourth year rental is not paid then this lease will expire. One half (%2) of the fourth year rental
will be paid to the Lessor and one half (%) will be paid to the State of Texas. Rental for the fifth
year is included in the fourth year rental and if the fourth year rental is paid then no additional
rentals are due under this lease.

aGE 657
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staTEOF Ny S Sowye s ( INDIVIDUAL
ACKNOWLEDGMENT)

countyor (-YQENE

Before me, the undersigned authority, on this day personally appeared Charles H. Llovd, » widower dealing in bis
, known to me to be the persons whose names are subscribed to the foregoing instrument, and

acknowledged 1o me that they executed the same for the purposes and consideration therein expressed.

Given under my hand and seal of office this the .ZQ day of Juy e , 2008,
T \ : ll‘\
Notary Public in and for L \Jdl',b‘u\ AW
My Commission expires: |~ q - A
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copy of
Original filed in
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STATE OF TEXAS

COUNTY OF MIDLAND

Before me, the undersigned authority, on this day personally appeared William A. Chalfant,
known 1o me to be the person whose name is subscribed to the foregoing instrument, as President of
Chalfant Properties, Inc. and acknowledged to me that he executed the same for the purposes and
consideration therein expressed, in the capacity stated, and as the act and deed of said corporation

Given under my hand and seal of office this the lb}“‘ day of
?rl:l._nj , 2005.
. fu ot D) UM o

1Y COMMISSION EXPIASS Nofjry Public in and for the State of Texas

February 7, 2009

/7NN JUDITH K. WILLIAMS

4
JUDITH K. WILLIAMS £
MY COMMISSION EXPIRES
February 7, 2009
: ..o
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CERTIFIED TRUE AND CORRECT COPY CERTIFICATE
STATE OF TEXAS

COUNTY OF REEVES
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\r«"*:‘('l'?;'- Ihereby certified on _ JULY . 20, 2005
n-" O
5~ %3 DIANNE O. FLOREZ, CPUNTY CLERK
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General Land Office
Relinquishment Act Lease Form
Revised, September 1997
OIL AND GAS LEASE

THIS AGREEMENT is made and entered into this 14th day of June, 2005, between the State of Texas, acting by and through its agent, Tammy
Jane Bryant, dealing in her sole and separate property of 10801 Old Hwy Road 40, Odessa, MO 64076 said agent herein referred 1o as the owner of
the soil (whether one or more), and CHALFANT PROPERTIES, INC., of PO BOX 3123, Midland, Texas 79702 hereinafier called Lessee

I GRANTING CLAUSE. For and in consideration of the amounts stated below and of the covenants and sgreements 1o be paid, kept and
performed by Lessee under this lease, the State of Texas, acting by and through the owner of the soil, hereby grants, leases and lets unto Lessee, for the sole
and only purpose of prospecting and drilling for and producing oil and gas, laying pipe lines, building tanks, storing oil and building power stations,

telephone lines and other structures thereon, o produce, save, take care of, treat and transpon said products of the lease, the following lands situated in
REEVES County, State of Texas, to-wit:

All of Section 10, Block 57, Public School Land Survey

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

To the State of Texas: Sixteen Thousand One Hundred Sixty & 00/100

Dollars (§ 16,160.00)
To the owner of the soil: Sixteen Thousand One Hundred Sixty & 00/100
Dollars ($ 16,160.00)
Total bonus consideration: Thirty -Two Thousand Three Hundred Twenty & 00/100
Dollars (§ 32.320.00)
The total bonus consideration paid rep a bonus of Twe Hundred Twe Dollars ($202.00) per acre, on 16000 net acres

2. TERM, Subject to the other provisions in this lease, this lease shall be for a term of Fivg {3) years from this dute (herein called "primary
term”) and as long thereafler as oil and gas, or cither 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 substance(s)
covered exceed out of pocket operational expenses for the six months last past.

3. DELAY RENTALS. If no well be commenced on the leased premises on or before one (1) year from this date, this lease shall terminate,
unless on or before such anniversary date Lessee shall pay or tender to the owner of the soil or to his credit in
the ** THIS IS A PAID-UP LEASE: SEE PARAGRAPH 40 **  Bank, wt or ts successors (which shall continue as the depository regardicss of
changes in the ownership of said land), the amount specified below; in addition, Lessee shall pay or tender to the COMMISSIONER OF THE GENERAL
LAND OFFICE OF THE STATE OF TEXAS, AT AUSTIN, TEXAS, a like sum on or before said date. Payments under this paragraph shall operate as a
rental and shall cover the privilege of deferring the of a well for one (1) year from said date. Payments under this paragraph shall be in the
following amounts:

To the owner of the soil:

Dollars (§ )
To the State of Texas:
Dollars (3 )
Total Rental:
Dollars ($ )
In & like manner and upon like payments or 1end Ily, the of a well may be further deferred for successive peniods of one (1) year
cach 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 assignee of
this lease, and may be delivered on or before the rental paying date. If the bank designated in this paragraph (or its bank) should cense 1o exist.
d business, liquidate, fail or be ded by another bank, or for any reason fail or refuse 1o sccept rental, Lessee shall not be held in default for

fmlmlom:mchpynmu’lmda!ofmnl until thirty (30) days afler the owner of the soil shall deliver to Lessee a proper recordable instrument
naming another bank as agent 1o receive such paymenis or tenders.
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copy of
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4. PRODUCTION ROYALTIF,S l?nn mm of oil and/or gas, Lessee agrees (o pay or cause (o be paid one-halfl (172) of the royalty

for in this lease to the l.md()meeol'thm:ofTul.dAwm Texas, and one-half (1/2) of such royalty 1o the
owner of the soil:
(A) OIL. Royalty payable on oil, which is defined as including all hydrocarbons produced in a liquid form at the mouth of the well and also as all
ll!-c.lndolhcr liquid hydrocarbons recovered from oil or gas run through a separator or other equipment, as hereinafter provided, shall

be

ofﬂl:pmpm&mimorhuwtuv thereof, at the option of the owner of the soil or the Commissioner of the

ue o be determined by | muﬂnm us premium, if any, offered or paid for oil, condensate, distillate, or other

ydrocarbons, plvit;h general area where produced and when run, or 2) the highest market price thereof offered or
in the general arca where produced and when run, or )MWMMMnhMmLMhhw.lﬂuwﬂnhfm::{u
Mnnhudmimhldd.uduwinnplm.ﬂwﬂlhmﬁuufmhhmhymwmww d gas
separator of conventional t orolhereqtdmmuhﬂlcﬂkhﬂ.mﬂmdllhnidhy&owbmmenbhfmmlhpby means will be
recovered. be run through 8 separator or other equipment may be waived in writing by the royalty owners upon such terms and

P
3
i
?.

conditions as | hey

B) NON PROCESSED GAS. Royalty on gas (i flared gas), which is defined as all hydrocarbons and substances not defined
-oihn-(hp-awhm)mwm’ :I{uusmd umuwﬁddludnwi&mhwpnmﬂn?- for the extraction of
gasoline, liquid y&nwbuunruhuémdlml | be 1% part of the gross or the market value thereof, at the

innol‘lhnmhl;rl:l&nlluru: ommiss ul-ﬂ: A mp:m b-du‘:‘lhe m-tnwmi:pndmoﬂbedfu;-*o‘f

comparable general arca where wn&nod when run, or the gross or offered 1o whichever is the greater; provided
ﬂnmnuw:d H_I'f!? this lease shall not at any lime exceed 14.65 mqmmmmumm

lhnllbesllly(ﬂl) ﬁuﬁumﬁwwhﬂhmmﬂm 1] , and for specific gravity according 1o tests
mhylh:mlmMdeor the most approved method of testing being used by the industry at the time of testing.

(C) PROCESSED GAS. Roymymmyprnmdhl.ndtm Mmmmfwuwd ine or other liquid hydrocarbons

shall be Iﬂﬂ: part of the residue gas and the | extracted or the wvalue thereof, at the option of the

owner or LndOfﬁmAllmyllti- herein shall be based on one hundred percent (100%) of the total plant
id ble to gas produced from this lease, and on fifty percent (50%), or that percenl accruing 1o Lessee, whichever is the greater,

dhmlmmmdllﬁg;aba-mmu Mh‘mlhhk-r.l;widdﬂmifllqﬂh are recovered from
in a plant in which lwhm%mlﬁhlmmmm ‘-gm*"l bie 10 liquid hyd Shall be

fi" (Mjmﬂnw:wlmum-mhdmqupw-upm ap g agr ot arm

(or is no party, agreements of contracts is the grealer

if there is no such third then bei in in the industry), whichever is the

Wmmﬂ.ﬂ on | hydrocarbons shall be determined by 1) the highest market price paid or offered for any gas wliqu‘d
ol

quality
for the respective of liquid hydrocarbons), whichever is the greater, In no event, however,
the royalties which would have been due had the gas not been processed.

hy&ouhuu)mwdwbe wwu:l."“dq' or any other gas. by
of the gross production of such prod or the value L ol the

Mice, such value to be d 'n'" llmhhhﬁhﬁrmmﬂudmhhmmhwmmmu

Ma!)mlhhﬂudlhmmﬂcmﬁmpﬂ&aﬂh i i i *

5. MINIMUM ROYALTY. any year afier the expiration of the primary term of this lcase, if this lease is maintained

6. ROYALTY IN KIND. Notwithstanding any other provision in this
Cmmafﬂuwwﬂlﬂum.uhwﬁmddﬂw not less than sixty
#&n m&mum%mmm made in kind. The owner of the soil's
O rilhh in kind shall not or nogate the owner of the soil's or the Commissioner of the General Land Office’s rights or Lessee's
nbhptmuﬂnuurmumplhd.uduﬁshm.

without

7. NO DEDUCTIONS. luwﬂulllz:::ﬂ under this lease (including those paid in kind) shall be

storing,
mwyﬁrn&am Lessee agrees o compute mwyluluu!hemuluvwdwd.hchdiumwlm severance
taxes and production related costs.

cost of

LB PLANT FUEL AND RECYCLED GAS. No royalty shall be on any gas as may represent this lease’s proportionate share of any fuel
used (o process MMhmywm i mmmummmm»umnmmuﬂru
owner of the -dllnel" issi I Land Office, Lessee pl’hrw;:_ or for injection §
any oil or gas hlﬂdmlhlhlm in the gas have been removed; no shall be
payable on the gn-mlhh and sold or used by Lessee in a manner which entitles the royalty owners 10 a royalty under this

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:

P-yumormy-llyouMleuth-MnmmuMhhTmRmlnlumlywmdnhu
royalty on oil is due and must be received in the General Land Office on or before the Sth day of the second month succeeding the month of production, and
mynllyun'-hd\n-ldmmlbcmmwdinﬂ\eﬁmﬂ'albl\domamorhfcnthelimﬁmﬂnmmmwm of production,
Wbyﬂnlm&vltofdnmmw uﬁumun-lmdwt.mlwlnun and manner prescribed by the General Land Office und
llmqlhcq.o-un::u Mhﬂofﬂldlmdplm-nl market value of the oil and gas, together with a copy of all documents, records
or reports Eross
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and market value including gas meter readings, pipeline receipts, gas line receipts and other checks or la of amount produced and put into pipelines, tanks, o
pools and gas lines or gas storage, and any other reports or records which the General Land Office may require to verify the gross production, disposition and market
value. In all cases the authority of & manager or agent to act for the Lessee herein must be filed in the General Land Office. Each royalty pay shall be W |
by @ check stub, schedule, summary or other remittance advice showing by the assigned General Land Office lease number the amount of royalty being paid on each
lease. If Lessce pays his royalty on or before thirty (30) days after the royalty payment was due, then Lessee owes o penalty of 5% on the royalty or $25.00, whichever
is greater. A royalty payment which is over thirty (30) days late shall accrue a penalty of 10% of the royalty due or $25 00 whichever 1s greater. In addition to a penalty,
royalties shall accrue interest at a rate of 12% per year, such terest will begin accruing when the royally is sixty (60) days overdue Affidavits and supporting
documents which are not filed when due shall incur a penalty in an amount set by the General Land Office administrative rule which is cffective on the date when the
affidavits or supporting documents were due. The Lessee shall bear all responsibility for paying or causing royalties 10 be pasd as prescribed by the due date provided
herein. Payment of the delinquency penalty shall in no way operate to prolubit the State’s right of forfeiture as provided by law nor act 1o postpone the date on which
royalties were originally due. The above penalty provisions shall not apply in cases of tide dispute as to the State's portion of the royalty of to that portion of the royalty
in dispute as to fair market value,

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessce shall annually fumnish the Commissioner of the General Land Office with its best
passible estimate of oil and gas reserves underlying this lease or allocable 1o this lease and shall furnish said Commissioner with copies of all contracts under which gas
uwldu, d and all subsequent ags and d 1o such within thirty (30) days after entering into or making such contracts, agreements or

Such and when by the General Land Office shall be held in confidence by the General Land Office unless otherwise
authorized by Lessee. MIuhmm-dmﬁmmﬂwuﬁuamummukndmﬁaudhmlﬁmwﬂwﬂwnﬂm
including the books and accounts, receipts and discharges of all wells, tanks, pools, meters, and pipelines shall at all times be subject 1o inspection and examination by
the Commissioner of the General Land Office, the Attorey General, the G , or the rep ve of any ol them

(B) PERMITS, DRILLING RECORDS. Wrilimmbwulaﬂupaﬂmunmlhmﬂlﬂihe b J 1o the C of the General Land
Office by Lessee or operator five (5) days before spud date, workover, re-cniry, lemporary aband of plug and aband: of any well or wells. Such written
notice to the General Land Office shall include copies of Railroad Commission forms for application to dnill. Copuorwdlm completion reports and plugging
reports shall be supplied to the General Land Office ut the time they are filed with the Texas Railroad C ion. All ap [ , reports or other filings that
nfwmmuh-unrmyspmﬁcwdlmﬁuhdmmdhnwmwuTcmWCmmwmyuhszyM
include the word “State” in the title. Add lly, in & with Raslroad C rules, any signage on the loased premises for the purpose of identifying
wells, tank batteries or other associated improvements o the land must also include the word "State " Lessee shall supply the General Land Office with any records,
memoranda, accounts, reports, cultings and cores, or other information relative to the operation of the sbove-described premises, which may be requested by the
General Land Office, in addition 1 those herein expressly provided for. Lessee shall have an clectrical and/or radioactivity survey made on the bore-hole section, from
the base of the surface casing 1o the total depth of well, of all wells drilled on the above described premises and shall it n true copy of the log of each survey on
each well to the General Land Office within fifteen (15) days after the making of said survey

(C) PENALTIES. Lessee shall incur a penalty wh reports, & of other Is are not filed m the General Land Office when due The
penalty for late filing shall be set by the General Land Office administrative rule which is effective on the date when the materials were due in the Genesal Land Office.

Il DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If | during the primary term hereol and prior o discovery and
production of oil or gas on sad land, Lessee should drill a dry hole or holes thereon, or if during the primary term hercof and after the discovery and scwual production
of oil or gas from the leased premises such production thercol should cease from any cause, this lease shall not termunate if on or before the exparation of sixty (60) days
from date of completion of said dry hole or ion of prod Lessee additional drilling or reworking thy , o pays or lenders the next
umulldelnyrtmdmliumnmmupmvlhdmthuluuIrdwm;unlmywcfunpmnuymmmwﬂhm:myl&ﬂ]dlytpluﬂmu a dry hole be

pleted and abandoned, or the prod of oil or gas should cease for any cause, Lessee’s rights shall remain in full force and effect without further operations until
ﬂmcwumﬂhmmutrlmnhm d prodi n paying quantitics al the exp of the prumary term, Lessce may maintain this lease
hymmmum‘umNWmeIl.mmwdhmym-muedmdmm
Paragraph 13, Should the first well or uny subsequent well drilled on the above described land be completed as a shut-in ol or gas well within the prumary term hereof,
Lessee may resume payment of the annual rental in the same manner as provided herein on or before the rental paying date following the expuration of sixty (60) duys
from the date of completion of such shut-in oil or gas well and upon the failure 1o make such payment, this lease shall ipso facto terminate 1l st the expuation of the
primary term or any time thereafier u shut-in il or gas well is located on the leased premises, payments may be made in accordance with the shut-in provisions hereof.

12, DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM. If, ut the expiration of the primary term, neither oil nor gas is being
produced on said land, but Lessee is then engaged in drilling or reworking operations thercon, this lease shall remain in force so long a3 operations on said well or for

drilling of reworking of any additional well are p ted in good faith and in workmanlike manner without interruptions tolaling more than sixty (60) days during any
one such operation, and if they result in the production of oil and/or gas, so long thereafter as oil and/or gas is produced n paying quantities from said land, or payment
of shut-in oil or gas well royalties or comyg y royalties is made as provided in this lease

13. CESSATION, DRILLING, AND REWORKING. If, after the expiration of the primary term, production of oil or gas from the lcased prenuses, afler
onge obtained, should cease from any causc, this lease shall not terminate if Lessee commences additional drilling or reworking operations within sixty (60) days afler
such cessution, and this lease shall remain in full force and cffect for so long as such operations continue in good faith and in workmanlike without P
totaling more than sixty (60) days. If such drilling or reworking operations result in the production of oil or gas, the lease shall remain in full force and ceffect for so long
as ol or gas is produced from the leased premises in paying quantitics or payment of shut-in oul or gas well royalties or payment of comp y royaltics is made as
pcuvldndhﬂcmn‘npvmldudbth If the dnlling or reworking operations result in the pl of & well as & dry hole, the lease will not terminate if the Lessee

| drilling or reworking operations within sixty (60) days afier the completion of the well as a dry hole, and this lease shall remain in effect 5o long
uI..:uecmdnllmuwwdummuanwdfuhmdmlmmumwnmmmmm‘mﬂmnm(bﬂ)hﬂ Lessee shall
give writien notice 1o the General Land Office within thirty (30) days of any cessation of production.

14, SHUT-IN ROYALTIES. For purposes of this paragraph, "well” means any well that has been assigned a well number by the stie agency having
Jurisdiction over the production of oil and gas. If, st any time after the expiration of the primary term of @ lease that until being shut in, was being maintuined in
force and effect, 8 well capable of producing oil or gas in paying quantities is located on the leased premises, but ol or gas 15 not being produced for lack of
suitable production facilitics or lack of a suitable market, then Lessee may pay as a shut-in 0l or gas royalty an amount equal o double the annual rental provided in
the lease, but not less than 51,200 a year for cach well capable of producing oil or gas in paying quantitics. If Paragraph 3 of this lease docs not specify a delay rental
amount, then for the purposes of this paragraph, the delay rental amount shall be one dollar ($1.00) per scre To be effective, each initial shui-in ol or gas royalty
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must be paid on or before: (1) the expiration of the primary term, (2) 60 days after the Lessee ceases 1o produce oil or gas from the leased premises, or (3) 60 days afler
Lessee completes a drilling or reworking operstion in accordance with the lease provisions, whichever date is latest. Such payment shall be made one-half (172) to the
Commissioner of the General Land Office and one-half (1/2) 1o the owner of the soil IT the shut-in oil or gas royalty is paid, the lease shall be considered to be a
producing lease and the payment shall extend the term of the lease for a period of one year from the end of the primary term, or from the first day of the month
following the month in which production ceased, and, after that, if no suitable production facilities or suitable market for the oil or gas exists, Lessee may extend the
lease for four more successive periods of one (1) year by paying the same amount cach year on or before the expiration of each shut-in year

15 COMPENSATORY ROYALTIES. If, during the period the lease is kept in effect by payment of the shut-in oil or gas royalty, oil or gas is sold and
delivered in paying quantities from s well located within one thousand (1,000) feet of the leased premises and completed in the same producing reservoir, or in sny case
in which drainage is occurring the right to continue to maintain the lease by paying the shut-in oil or gas royalty shall cease, but the lease shall remain cffective for the
wmdmmmnm.hmwtyummmmﬂmmumrwhmmmmwmmwmmu
the royalty rate provided in the lease of the market value of production from the well causing the drainage or which is completed in the same producing reservoir and
within one thousand (1,000) feet of the leased premises. The P y royalty is to be paid monthly, one-half (1/2) to the Commissioner of the General Land
Ofﬁundom“flln)mhmdllu-ﬂl.WMnlh:ﬁnlhlﬂdayofunmHMIMM&M“MIUFAEM&MMWI
causing the drainage or that is completed in the same producing reservoir and located within one thousand (1,000) feet of the leased premises. If the
mylllypu‘dhmllm”iodhmmmlmmmwm-hnilupmMy.lmuldlmmmmdbudﬂhmmminyua}
days from the end of the 12-month period. Compensatory royalty payments which are not timely paid will accrue penalty and interest in accordance with Paragraph 9 of
this lease. Nonc of these provisions will relicve Lessee of the obligation of reasonable development nor the obligation 1o drill offset wells as provided in Texas Natural
Resources Code 52.173, h , b the d ination of the C 155 and with the C issioner’s written approval, the pay of comp y royalties can
satisfy the obligation to drill offsct wells

16. RETAINEDACREAGE,Mmmeﬂmwwhm.m:mimeumﬂmwmph
been completed on the leased premises, Lessee shall exercise the diligence of a reasonably prudent operator in drilling such additional well or wells as may be
reasonably necessary for the proper development of the leased premises and in marketing the production thereon

(A) VERTICAL- In the event this lease is in force and effect two (2) years after the expiration date of the primary or extended term it shall then terminate
a3 1o all of the leased premises, EXCEPT (1) 40 acres surrounding each oil well capable of producing in paying quantities and 320 acres surrounding cach gas well
cqnblcorpmdmiuhpyimwmthiutmlud'm;lm-mwm;umﬂupmldedml’lrwIdhmmn.wumlluponwhichLmuﬂnnan
continuous drilling or reworking operations, or (2) the ber of acres included in a producing pooled unit p to Texas Natural Resources Code $2.151-52.153,
or (3) such greater or lesser number of acres as may then be alk d for producti 1o m proration unit for each such producing well under the rules and
regulations of the Railroad Commission of Texas, or any successor agency, or other go | authority having jurisdiction. If at any time after the effective date of
lhepmidIumivmimpmvumhuwﬂthewliuﬂeﬂeldmlundmpduﬂnwﬂluwdhlocmdi!memmral-iﬂcdmuuleuwumulhﬂnﬂu
llhmduomdwnawvllsﬁwpmdmimpwm\huliWmh&umdlmmmhﬁimwMMIawtllsfuptoducmn
wrpowlNuwmmuminumdthhm-wammdm-MWww.Lmumdlmhummhmunnmﬂrwwm
qmuﬁunﬂutnﬁubﬂmbpﬂwmuIetukrltlpwpomducﬂhedhPwlhﬂnwhmﬂmmw-mhuuqmﬂmu
pipelines and other existing facilitics on, over and scross all the lands described in Paragraph | hereof (“the retained lands™), for access to and from the retained lands
and for the gathering or transportation of oil, gas and other mmerals produced from the retained lands

tBJl!OR!Z.ONTALhlh:zvnnlmiluukmhuﬂeﬂumllimwhumudhm«mﬂ“mumﬁm
mmuwmmmIooﬁ%hﬂdﬂﬁlﬂ(ﬁm'ﬁw@h‘)hcﬂdlh&dmwuﬂmhw 16 (A) above,
unlmnnnrhefmmﬂ)ymaﬁumm«uwwlmmm-nuntqndme(lﬂ)ofﬂub«moﬂWIym.mMmf«mu
lease (as specified on page | hereof), lfnl:h-nm!lilpid.l!mhucllullumRrumdeﬂimulom:llduwdnml\dmduﬂum-imﬂullbedehy!dhm
mﬂiuulpaindoﬂvo(nyenmdlomm-dlupkmwhmmmmmmmIiylhislm:

tCJlDENﬂF!CATIONANDFILI'NG‘D:memmdunbmwlldull..nﬁynpnmcd.bchﬂz[umnﬁmewﬂh
lhewcllIocltﬂdinlhumnmthﬁwf.oruwhmhuwum'yhelpptmdbyllnCunmmiomrofﬂ\chmledOﬂ'imWilhinminy(m)dly:lﬂumw
miruimoflhhMumviMhdmLlimmmdmdunhucwmleuummulhfmmmdawimﬂﬂuwmm
not retained hereunder. The recorded release, or & certified copy of same, shall be filed in the General Land Office, accompanied by the filing fee prescribed by the
General Land Office rules in effect on the date the release is filed. If Lessee fails or refuses 1o execute and record such release or releases within ninety (90) days after
being requested to do so by the General Land Office, then the C i ot his sole discretion may designate by written instrument the acreage and/or depths 1o be
uwm-ﬂmmmuwnmnmmmmmmmumumummdmwlm
Office and such designation shall be binding upon Lessee for all purposes

17, OFFSET WELLS. Neithntluhunu.dehymnﬂs.nurmy.luuM.unhpdimmuim:mdlulkRLumofhuwt@mmm
the oil and gas under the above-described land from being drained. Lessee, subl 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 Y o po undue drainage of oil and gas from the leased premises, In addition, if
dlMpMﬂthmwmmI.Mhorhlﬂdmmmwmmunhdptmhkmmh
pcodw'mnofoélwp:.hl.ulu.whhuu.ummwnlhnquummolorwlummhuﬂlmmﬁmmﬂnﬁllin;oflnﬂuulhmﬂw

leased premises within 100 days afler the draining well or wells or the well or wells completed within 1,000 feet of the p start p g in cial
wmummmmmwumﬁm.F-ilmmmmmmmwummmubuumormmm
rights 1o forfeiture. Only upon the d ination of the Ci i of the General Land Office and with his written approval may the p of p ¥
royalty under applicabls Y p satisfy the obligation 1o drill an offsct well or wells required under this paragraph
I8, FORCE MAJEURE. If, after a good faith effort, Lessee is prevented from complying with any express or implied of this lease, from
ducting drilling operati on the leased premises, or from producing oil or gas from the leased premises by reason of war, rebellion, riots, strikes, acts of God, or
any valid order, rule or regulation of gov ithority, then while so prevented, Lessee’s obligation to comply with such covenant shall be suspended and Lessee
shall not be lable favdlmquhfdlmwmplywilhmhcom;addnwly.Mwwlhuwwihlmhwm.bymynmmI'h-n
ducting drilling and king operations or from producing oil or gas from the leased premises. H . nothing in this paragraph shall suspend the payment of
delay rentals in order (o maintain this lease in effect during the primary term in the shsence of such drilling or king op or production of oil or gas.
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19. WARRANTY CLAUSE. The owner of the soil warrants and agrees to defend tide (o the leased premises. If the owner of the soil defaults in payments
owed on the leased premises, then Lessee may redeem the rights of the owner of the soil in the leased premises by paying any morigage, taxes of other liens on the
leused premises. If Lessee makes payments on behalfl of the owner of the soil under this paragraph, Lessee may recover the cost of these payments from the rental and
royalties due the owner of the soil.

20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the soil owns less than the entire undivided surface estale in the above described
Innd.whcthﬂofmlLumsmmmuwwmumﬂnmwmmmwludmbemwlbemorunumthdlbep-ﬂluhlmlnuu
portion which his 1 bears 1o the entire undivided surface estate and the royalties and rental herein provided 1o be paid 10 the Commissioner of the General
LmefﬁcooftthmzomeMhﬂ&wlnmmlymdlhm before Lessee adjusts the royalty or rental due to the Comimissioner of the
General Land Office, Lessee or his authorized representative must submit to the Commissioner of the General Land Office a written statement which explains the
wmm:mmmymwmmnuuuummwu-mdnmmc:mhnunrunmm
Offfice shall be paid the value of the whole production allocable to any undivided interest not covered by o lease, less the proporti | and p cost
dhubhmudnuﬂnﬂhuuanmm,mnnn:muhllMmeufhwmmmsw-awywhmMnude
the undivided interest not leased an amount less than the value of onc-sixteenth (1/16) of such gross production
(B) REDUCTION OF PAYMENTS. If, during the primary term, 8 portion of the land covered by this lcase is included within the boundanes of &
poaled unit that has been approved by the School Land Board and the owner of the soil in asccordance with Natural Resources Code Sections 52 151-52.154, of if, st any
time after the expiration of the primary term of the extended term, this lease covers 8 lesser number of acres than the total smount described heren, payments thal are

made on a per acre basis hereunder shall be reduced according 1o the number of acres pooled, released, dered, or otherwise d, so that payments determined
on a per acre basis under the terms of this lease during the primary term shall be calculated based upon the number of acres outside the boundaries of a pooled unit, or,
il afler the expiration of the primary term, the number of acres Il ined and coveted by this lease.

21 USI:DFWATEKlmnnhﬂlhnveﬂun.h:lnuuwﬂapmﬂweﬂmﬂulluulw[urupemmmmnh-ccwcptwmIiumwdhm
tanks of the owner of the soil; provided, however, Lessee shall not use potable water or water suitable for | of imgation purg for waterflood operations
without the prior consent of the owner of the soil

12 AUTHORIZED DAMAGES. Lessee shall pay the owner of the soil for damages caused by its operations 1o all personal property, improvements,
livestock and crops on said land.

23, PIPELINE DEPTH. When requested by the owner of the soil, Lessee shall bury its pipelines below plow depth

24, WELL LOCATION LIMIT. No well shall be deilled nearer than two hundred (200) feet 10 any house or barm now on said premises without the writien
consent of the owner of the soil.

15, POLLUTION. In developing this arca, Lessee shall use the highest degree of care and all proper saleguards to p poll Without limiting the
foregoing, pollution of coastal wetlands, natural waterways, rivers and impounded water shall be prevented by the use of containment facilities sufficient 1o, prevent
spillage, mwmﬂmmm In the event of pollution, Lessee shall use all means at its disposal 1o recapture all escaped hydrocarbons or other
pollutant and shall be responsible for all damage 10 public and private properties. Lessee shall build and mamtain fences around its slush, sump, and drainage pits and
tank batteries so as 1o protect livestock against loss, damage or injury, and upon completion or abandonment of any well or wells, Lessee shall fill and level all slush
pits and cellars and completely clean up the drilling site of all rubbish thereon. Lessee shall, while conducting operations on the leased p , keep said p fiee
of all rubbish, cans, bottles, paper cups or garbage, and upon completion of operations shall restore the surface of the land to as near its onginal condition and
#s is practicable, Tanks and equipment will be kept painted and presentable

26. REMOVAL OF EQUIPMENT. Subject to imitations i this paragraph, Lessee shall have the nght to remove machinery and fixtures placed by Lessee
on the leased premises, including the right 1o draw and remove casing, within one hundred twenty (120) days after the expiration or the termination of this lease unless
the owner of the soil grants Lessee an extension of this 120-day period. However, Lessee may not remove casing from any well capable of producing oil and gas in
paying quantities. Additionally, Lessee may not deaw and remove casing until afler thirty (30) days written notice (o the Commissioner of the General Land Office and
1o the owner of the soil. The owner of the soil shall become the owner of any machinery, fixtures, or casing which are not timely removed by Lessee under the terms of
this paragraph,

27. (A) ASSIGNMENTS. Under the conditions contained in this paragraph and Paragraph 29 of this lcase, the nghts and estates of either party to this
lease may be assigned, in whole or in pan, and the provisions of this lease shall extend 1o and be binding upon their heirs, devisces, legal representatives, successors and
assigns. However, a change or division in ownership of the land, rentals, or royalties will not enlarge the obligations of Lessee, diminish the rights, privileges and
estates of Lessee, impair the effectiveness of any payment made by Lessee or impair the effectiveness of any act performed by Lessee. And no change or division in
demm«mmmlnm&luypnpmnumlM(JO)hnlhumdmm(ahnmtvmmmm
or assigns) fumishes the Lessee with satisfactory written evidence of the change in ip, i ng the ded of title (of & certified copy of
such original) when the ownership changed because of a conveyance. Audupmunwﬁmukuedﬂi 1o the extent of the interest assigned, relicve and
discharge Lessee of all subsequent obligations under this lease If this lease is sssigned in its entirety as 1o only pant of the acreage, the right and option to pay rentals
shall be apportioned as between the several owners ratably, sccording 10 the area of each, and failure by one or more of them 1o pay his share of the rental shall not
affect this lease on the pant of the land upon which pro rata rentals are timely paid or tendered, however, if the assignor or assignee does not file a centified copy of such
mlmmlmlh:ﬁunrﬂl‘uon'mbafuulheuxlmmﬂwymldn unmuuhumdlhmlmhfulwewplyﬂumnumntaldwmI'm.nph}
Every assignee shall succeed 1o all rights and be subject to all obli and penalties owed to the State by the original lessee or any prior assignee of the
lease, including any liabilities 1o the State for unpaid royalties.

(B) ASSIGNMENT LIMITATION. Notwithstanding any provision in Paragraph 27(a), if the owner of the soil scquires this lease in whole or in pad
by assignment without the prior writien approval of the Commissioner of the General Land Office, this lease is void as of the time of assignment and the agency power
of the owner may be forfeited by the Commissioner. An assignment will be treated as if it were made (o the owner of the soil if the assignee is

(1) a nominee of the owner of the soil,

(2) a corporation or subsidiary in which the owner of the soil is a principal stockholder or is an employee of such a corporation or subsidiary,
(3) a partnership in which the owner of the soil is a partner o1 is an employee of such a pannership,

(4) a principal stockholder or employee of the corporation which is the owner of the soul,

(5) a partner or employee in a partnership which is the owner of the soil,
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(6) a fiduciary for the owner of the soil; including but not limited to & guardian, trustee, executor, administrator, receiver, or conservator-for the
owner of the soil, or
(7) & famuly member of the owner of the soil or related to the owner of the soil by mamiage, blood, or adoption
28 RELEASES. Under the conditions contained in this paragraph and Paragraph 29, Lessee may af any time execute and deliver to the owner of the soil

and place of record a release or releases covering any portion or portions of the leased premises, and thereby der this lease as to such portion or portions, and be
lieved of all sub bligations as 1o acreage dered. | any pant of this lease is properly surrendered, the delay rental duc under this lease shall be reduced by
the proportion that the surrendered acreage bears to the screage which was covered by this lease immediately prior to such surrender, however, such release will not
relieve Lessee of any liabilitics which may have accrued under this lease prior to the surrender of such acreage

b FIL[NGOFASSIGNMBI’I’SANDRELELSE‘ If all or any part of this lease is assigned or released, such assigy or release must be recorded
in the county where the land is si i, and the ded wnmdhmﬁdwmﬂuwmecmthldhmumu
instrument is recorded, must be filed in the General Land Office wathun 90 days of the last date wpanicd by the p bed filing fec If any such

assignment is not so filed, the rights scquired under this lease shall be subject to forfeiture at the option of the Commissioner of the General Land Office

30, MSCLOSURE CLAUSE Allwummthh—dhmwwmbummmﬂmmmm
stalement of the true consideration to be paid for the execution of this lease and the rights and duties of the parties. Any coll g g the
development of oil and gas from the leased premises which are not contained in this lease render this lease invalid

31 FIDUCIARY DUTY. The owner of the soil owes the State a fiduciary duty and must fully disclose any facts sffecting the State’s interest in the leased
p When the | of the owner of the soil conflict with those of the State, the owner of the soil is obligated to put the State’s interests before his personal
nlerests

32 FORFEITURE. If Lessee shall fail or refuse to make the payment of any sum within thirty days after it becomes due, or if Lessee or an suthorized
agent should knowingly make any false retum or false report conceming production or drilling. or if Lessce shall fal or refuse 1o drill any offset well or wells in good
faith as required by law and the rules and regulations adopted by the Commissioner of the General Land Office, or if Lessee should Tl 10 file reports in the manner
required by law or fail 1o comply with rules and regulations promulgated by the General Land Office, the School Land Board, or the Railroad Commission, or if Lessee
should refuse the proper authority access to the records pertaining to operations. of If Lessee or an authorized agent should knowingly fail or refuse to give correct
imformation 1o the proper authority, or knowingly fail or refuse to fumish the General Land Office a correct log of any well, or il Lessce shall knowingly violate any of
the material provisions of this lease, or if this lease is assigned and the assignment is not filed in the General Land Office as required by law, the rights acquired under
this lease shall be subject to forfeiture by the Commissioner, and he shall forfen same when sufficiently informed of the facts which suthorize 8 forfeiture. mdm

forfeited the arca shall again be subject 10 lease under the terms of the Relinquishment Act. However, nothing herein shall be d as waiving the
termination of this lcase by operation of law or by reason of any special limitation arising hereunder Forfertures may be st aside and this lcase and all rights thereunder
reinstated before the rights of another intervene upon satisfactory evidence 10 the Commissioner of the General Land Office of future pl with the pr of

the law and of this lease and the rules and regulations that may be adopted relstive hereto

33 LIEN. In accordance with Texas Natural Resources Code 52136, the State shall have a first lien upon all oil and gas produced from the area covered
by this lease to secure payment of all unpaid royalty and other sums of money that may become due under this lease. By acceptance of this lease, Lessee grants the
State, in addition to the lien provided by Texas Natural Resources Code $2.136 and any other applicable statutory lien, an express contractual licn on and security
interest in all leased minerals in and extracted from the leased premises, all procecds which may sccrue 1o Lessee from the sale of such leased minerals, whether such
procecds arc held by Lessee or by a third party, and all fi on and impr 10 the leased premises used in connection with the production or processing of
such leased mincrals in order to secure the payment of all royalties or other amounts due or to become due under this lease and to secure payment of any damages or
loss that Lessor may suffer by reason of Lessees breach of any covenant or condition of this lease, whether express or implied. This lien and security iterest may be
huiudwthawummwwmhmmwwnﬂzmklGw9m’h¢'la-8mnd€m€nde Lesser agrees that the
Commissioner may require Lessee 10 execute and record such a5 may be ¥ y 1o acknowledge, attach or perfect this lien Lessee hereby
represcnts that there are no prior of supenor liens arising from and relating to Lessee's activities upon the above-described property of from Lessee's soquisition of this
lease. Should the Commissioner sl any lime d e that this rep i not true, then the Commissioner may declare this lease forfeited as provided herein

3. POOLING. Lessec is herehy granted the right 1o pool or unitize the royalty interest of the owner of the soil under this lease with any other leaschold
or mineral interest for the exploration, devel and prod of oil or gas or either of them upon the same terms s shall be approved by the School Land Board
lndlh:(.mnmmnfﬂle(‘mﬂLmdomafotﬁ!plmlln.umnlﬂn'nfhmnfhsmIl'lh'lhhllnpmman:l.NmRm(‘o&
52 151-52.15). The owner of the soil agrees that the inclusion of this provision in this lease satisfies the execution requirements stated in Texas Natural Resources Code
52152

35, INDEMNITY L.mnrhac!-yrwk-qmddmplkswenfTunnuu:mofﬂnmLMuﬂmmmwu

b guests, ndlheurupu:t:nmMmdnﬂﬂmﬂl-ﬂmymn-ﬂmu{mohmnlununlh.
hmududugmmhlhm.blvmlﬂlmd‘ is sought, including, but not limited to, all losses and expenses which are caused by the activities
of Lessee, its officers, employees, and agents arising out of, incidental 1o, or “_MIM, of or for Lessee on the leased premises hereunder, or that

may arise out of or be occasioned by Lessee’s breach of any of the terms of provisions of this Agreement, or by any other negligent or strictly liable act or emission of
Lessce. Further, Lessee hereby agrees 1o be liable for, exoncrate, indemnify, defend and hold harmless the State of Texas and the owner of the soil, their officers,
employees and agents, their successors or assigns. against any and all olaims, liabilities, losses, damages, actions, personal injury (including death), costs and expenses,
of other harm for which recovery of damages 15 sought under any theory including tort, contract, or strict hability, including aftomeys’ fees and other legal expenses,
including those related lo environmental hazards, on the leased premises or in any way related 0 Lessec's failure to comply with any and all environmental laws; those
arising from or in any way related to Lessee’s operations or any other of Lessee’s activities on the leased premises; those arising from Lessee's use of the surface of the
leased premises, umummuduumwm%muuydun—u, ions of this Agr or any other sct or omission of
Lessee, its & s, officers, employees, p S, Agents, ib guests, invitees, and their respective successors and assigns. Each assignee of this
Agreement, or an interest therewn, agrees 1o be liable for, exonerate, indemnify, defend and hold harmiess the State of Texas and the owner of the soil, their officers,
employees, and agents in the same manner provided sbove in connection with the activities of Lessce, its officers, employees, and agents us described above EXCEPT
AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF THE INDEMNITY OBLIGATIONS ANDVOR LIABILITIES ASSUMED UNDER THE
TERMS OF THIS AGREEMENT SHALL HE WITHOUT LIMITS AND WITHOUT REGARD TO THE CAUSE OR CAUSES THEREOF (EXCLUDING
PRE-EXISTING CONDITIONS), STRICT LIABILITY, OR THE NEGLIGENCE OF ANY PARTY OR PARTIES (INCLUDING THE NEGLIGENCE OF
THE INDEMNIFIED PARTY), WHETHER SUCH NEGLIGENCE BE SOLE, JOINT, CONCURRENT, ACTIVE, OR PASSIVE.
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36. ENVIRONMENTAL HAZARDS. Lessee shall use the highest degree of care and ble safeguards to prevent cont or pollution
of any environmental medium, includin;noil,memm.mﬁmwwfmmnhﬁummiaﬂmwmym
environmental medium in, on, or under, the leased premises, by any waste, pollutant, or contaminant. Lessee shall not bring or permit to remain on the leased
premuses any asbestos ining materials, explosives, loxic materials, or substances regulated as hazardous wastes, hazardous materials, hazardous
substances (as the term "Hazardous Sub " is defined in the Comprehensive Envi I Response, Comp jon and Liability Act (CERCLA), 42
U.S.C. Sections 9601, et seq.), or toxic substances under any federal, state, or local law or regulation ("H; Materials®), except ordinary products
commonly used in connection with oil and gas exploration and development operstions and stored in the usual manner and quantities. LESSEE'S
VIOLATION OF THE FOREGOING PROHIBITION SHALL CONSTITUTE A MATERIAL BREACH AND DEFAULT HEREUNDER AND
LESSEE SHALL INDEMNIFY, HOLD HARMLESS AND DEFEND THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND
AGAINST ANY CLAIMS, DAMAGES, JUDGMENTS, PENALTIES, LIABILITIES, AND COSTS (INCLUDING REASONABLE ATTORNEYS'
FEES AND COURT COSTS) CAUSED BY OR ARISING OUT OF (1) A VIOLATION OF THE FOREGOING PROHIBITION OR (11) THE
PRESENCE, RELEASE, OR DISPOSAL OF ANY HAZARDOUS MATERIALS ON, UNDER, OR ABOUT THE LEASED PREMISES DURING
LESSEE'S OCCUPANCY OR CONTROL OF THE LEASED PREMISES, LESSEE SHALL CLEAN UP, REMOVE, REMEDY AND REPAIR
ANY SOIL OR GROUND WATER CONTAMINATION AND DAMAGE CAUSED BY THE PRESENCE OR RELEASE OF ANY HAZARDOUS
MATERIALS IN, ON, UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OF THE LEASED PREMISES IN
CONFORMANCE WITH THE REQUIREMENTS OF APPLICABLE LAW. THIS INDEMNIFICATION AND ASSUMPTION SHALL APPLY,
BUT IS NOT LIMITED TO, LIABILITY FOR RESPONSE ACTIONS UNDERTAKEN PURSUANT TO CERCLA OR ANY OTHER
ENVIRONMENTAL LAW OR REGULATION. LESSEE SHALL IMMEDIATELY GIVE THE STATE OF TEXAS AND THE OWNER OF THE
SOIL WRITTEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS PARAGRAPH, UPON LEARNING OF THE PRESENCE
OF ANY HAZARDOUS MATERIALS, OR UPON RECEIVING A NOTICE FROM ANY GOVERNMENTAL AGENCY PERTAINING TO
HAZARDOUS MATERIALS WHICH MAY AFFECT THE LEASED PREMISES. THE OBLIGATIONS OF LESSEE HEREUNDER SHALL
SURVIVE THE EXPIRATION OR EARLIER TERMINATION, FOR ANY REASON, OF THIS AGREEMENT.

37, APPLICABLE LAW. This lease is issued under the provisions of Texas Natural Resources Code 52.171 through 52190, commonly known as
the Relinquishment Act, and other applicable and d thy and if any provision in this lease does not conform to these statutes, the
statutes will prevail over any forming lease provisions.

38. EXECUTION. This oil and gas lease must be signed and acknowledged by the Lessee before it is filed of record in the county records and in
the General Land Office of the State of Texas. Once the filing requirements found in Paragraph 39 of this lease have been satisfied, the effective date of this
lease shall be the date found on Page 1.

39. LEASE FILING. Pursuant to Chapter 9 of the Texas Business and Commerce Code, this bease must be fiked of record in the office of the
County Clerk in any county in which all or any part of the leased premises is located, and certified copies thereof must be filed in the General Land Office
This lease is not effective until a centified copy of this lease (which is made and cenified by the County Clerk from his records) is filed in the General Land OF
fice in accordance with Texas Natural Resources Code 52. 183, Additionally, this lease shall not be binding upon the State unless it recites the actual and true
consideration paid or promised for exccution of this lease. The bonus due the State and the prescribed filing fee shall accompany such certified copy o the
General Land Office.

40. Rentals in the amount of $320.00 for years two und three of this lease have been prepaid. One half () of this amount has been paid 1o the
Lessor and one half (%) has been paid (o the State of Texas, I'lmulfnrlhcfmmhywinu\emumnlnlﬂm.wmmbmpddudifﬂzI'nunhyw

rental is not paid then this lease will expire. One half (%) of the fourth year rental will be paid to the Lessor and one hall () will be paid to the State of
Texas. Rental for the fifth year is included in the fourth year rental and if the fourth year rental is paid then no additional rentals are due under this lease

BY: William A. Chalfant

TITLE: President

DATE.____ . L' [S

STATE OF TEXAS STATE OF TEXAS

BY:
for the State of Texas TITLE: Individually and as agent for the State of Texas

Date
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STATEOF 3001z ac ( INDIVIDUAL
ACKNOWLEDGMENT)

COUNTY OF ,_E'L;j__u',_:,._(‘ i

Before me, the undersigned authority, on this day personally appeared n
separate property, known to me 1o be the persons whose names are subscribed to the foregoing instrument, and acknowledged
to me that they executed the same for the purposes and consideration therein expressed

15 dlyuf_J_'_'-(__j_;_}__ 2005

Given under my hand and seal of office this the
; ] i .
(O (el Rtaeebeeeld

Notary Public in and for Eoursasg

- r -" - o1 v
Ll ‘:I'. ::EI:;LAC ; BEIA.'C‘!;&:EI[’“ My Commission expires ] 21
TE=d My Apst Exn _:’_.‘.I-‘.j_

—— s -

True and Correct
copy of
Original filed in
Reeves County
Clerks Office
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STATE OF TEXAS

COUNTY OF MIDLAND

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

Given under my hand and seal of office this the Akl _ day of
Vly , 2005. R
1
' ]
JUDITH K. WILLIAMS L 7_!\‘ A VIR AL va =
4 MY COMMISSION EXPIRES Nulﬂfy Public in and for the State of Texas
February 7, 2009 §
|
I
|
}
|
[ AT Fiow { ' "‘[‘H.
OF USE ¢ ML e (OO
0 EALE & e " AW UeRAL
Lo
FILE NO. 3410
FILED FOR RECORD ON THE _ ]QTH DAY OF  AUGUST _A.D. 2005 4:18 P. y,

DULY.. 16TH DAY OF AUGUST A.D. 2005 B8:30 ALy
BY: fﬁﬁg ﬂ(uj)/ , DEPUTY DIANNE O. FLOREZ, COUNTY CLERX
. j =]

( REEVES COUNTY, TEXAS

True and Correct
copy of
Original filed in

% s T2 e . Reeves County
. .
%es 8 8 O Y Clerks Office
. 0 n - v e @ . e
‘e - - - .
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CERTIFIED TRUE AND CORRECT COPY CERTIFICATE
STATE OF TEXAS
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SO
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‘ FILE# 3409

General Land Office
Relinquishment Act Lease Form
Revised, September 1997
OIL AND GAS LEASE

THIS AGREEMENT is made and entered into this 14th day of June, 2008, between the State of Texas, acting by and through its agent, Stephen
Blon Bryant, dealing in his sole and separate property of 2402 Douglas Circle, Harrisonville, MO 64701 said agent herein referred to as the owner of
the soil (whether onc or more), and CHALFANT PROPERTIES, INC., of PO BOX 3123, Midland, Texas 79702 hereinafter called Lessee

1. GRANTING CLAUSE. For and in ideration of the mts stated below and of the covenants and agreements 1o be paid, kept and
performed by Lessec under this lease, the State of Texas, acting by and through the owner of the soil, hereby grants, leases and lets unto Lessee, for the sole
and only purpose of prospecting and drilling for and producing oil and gas, laying pipe lines, building tanks, storing oil and building power stations,
telephone lines and other es th , 1o produce, save, take care of, treat and transpont said products of the lease, the following lands situated in
REEVES County, State of Texas, lo-wit:

All of Section 10, Block 57, Public School Land Survey

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

To the State of Texas: Sixteen Thousand One Hundred Sixty & 00/100
Dollars ($16,160.00)

To the owner of the soil: Sixteen Thousand One Hundred Sixty & 00/100
Dollars ($.16,160.00)

Total bonus cansideration: Thirty -Two Thousand Three Hundred Twenty & 00/100
Dollars ($ 32.320.00)

The total bonus consideration paid represents a bonus of Twe Hundred Two Dollars ($202.00) per acre, on 160.00 net acres.

2. TERM. Subject to the other provisions in this lease, this lease shall be for a term of Five (5] years from this date (herein called "primary
term”) and as long thereafler as oil and gas, or cither 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 ial use of the sub {s)
covered exceed out of pocket operational expenses for the six months last past.

3. DELAY RENTALS. If no well be commenced on the leased premises on or before one (1) year from this date, this lease shall terminate.
unless on or before such anniversary date Lessee shall pay or tender 1o the owner of the soil or (o his credit in
the ** THIS 1S A PAID-UP LEASE: SEE PARAGRAFH 40 _**_Bank, at , Or its successors (which shall continue as the depository regardless of
changes in the ownership of said land), the amount specified below; in addition, Lessee shall pay or tender to the COMMISSIONER OF THE GENERAL
LAND OFFICE OF THE STATE OF TEXAS, AT AUSTIN, TEXAS, a like sum on or before said date. Payments under this paragraph shall operate as &
rental and shall cover the privilege of deferring the commencement of a well for one (1) year from said date. Payments under this paragraph shall be in the
following amounts:

To the owner of the soil:

Daollars (§ )
To the State of Texas:

Dollars ($ )
Total Rental:

Dollars ($ )

In a like manner and upon like p or tend Ily, the of a well may be further deferred for successive periods of one (1) year
each during the primary term. Allpuymmummofm‘ntmthemornznlmyhm-debydu:kundudnnofLum.nrmymamol‘
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 10 exist,
suspend business. liquidate, fail or be succeeded by another bank, or for any reason fail or refuse to accept rental, Lessee shall not be held in default for
failure 1o make such payments or tenders of rental until lhmy (30) days after the owner of the soil shall deliver to Lessee a proper recordable instrument

numing another bank as agent 1o receive such pay or
True and Correct
copy of
Original filed in
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.0- .o. oo: “ew .t. ClarksOffice
'..::.-' l' O.'.
..: ..o o.o U.U 0.'




CBOOK YO8 e 325

4. PRODUCTION ROYALTIES. U mxm of oil and/or gas, Lessee agrees 1o pay or cause to be paid one-half (1/2) of the royalty
Wiﬂzmmmmmcm' of the Land Office of the State of Texas, st Austin' Texas, and one-half (1/2) of such royalty 1o the
owner o soil:

(A) OIL. Royalty payable on oil, which is defined as including all hyd bons produced in a liquid form at the mouth of the well and also as all

diaiﬂmudoﬂulimﬁdhy&mmﬁfmoi]upmw-wummmumnuwmﬁmk

of the gross production or the market value thereof, st the option of the owner of the soil or the Commissioner of the

ice, ue to be determined by 1 ) the hi posted price, plus premium, if any, offered or paid for oil, condensate, distillate, or other

liquid hydrocarbons, respectively, of a like type and gravity in the g | 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 ) the gross proceeds of the sale thereof, whichever is the greater. Lessee agrees that before any gas

pmdueodfmllulmdpmmiluhwh:l,medurpmceuedianphnt.ilwitlbunn&unfumwuwmydiymmmlhm uate oil and gas

separator of conventional type, or other equipment at least as efficient, so that all liquid hydrocarbons recoverable from the gas by such means will be

mmfn‘md.mwgl:m“umw.w«ahﬂmimmnybcwllvedinwﬂlin;byihemyallyuwwnupm:udumuﬂ
conditions as t hey prescribe.

B) NON PROCESSED GAS. Royalty on any gas (including flared gas), which is defined as all hydrocarbons and substances not defined
nﬁhM(A)MWMﬁ mﬂwtwummmmmmmpme{mlphﬂrnrlheexmhmol’
gasoline, liquid hydrocarbons or other E be / part of the gross or the market value thereof, at the
option of the owner of the soil or the i of the " uwhb-odmlhem!:ﬂ:mtampddoroﬂuedfm;nu[
comparable quality in the general area where produced and when run, or the gross price paid or offered to the . whichever is the greater; provided that
the maximum pressure base in ing the under this lease shall not at any time exceed 14.65 per squarc inch absolute, and the standard base
wmumtwlm’ﬁtzmmwhmhmm&gm le's Law, and for specific gravity sccording o tests
by the Balance Method or by the most approved method of testing being used by the industry at the time of testing.

(C) PROCESSED GAS. Royalty on any gas processed in s gasoline plant or other plant for the recovery of line or other liquid hydrocarbons
shall be » part of the residuc gas and the | 'hydfu:guuulnﬁadulh:nnﬁovdu: 1, at the option of the

g hf.r:i:n CHMb;;Hc g &l:d&".ﬁeﬁ:y fifty (!:%m),l hc“_ — Lm.“hkh:nrhu‘:ulm
production of 1o gas produced i on percent or percent accruing o wi ver is the grealer,
ul'lhclaulpl-uptmlzionoﬂ' hyﬁcnﬂsmﬁmwﬂn"ﬁrm‘wﬁm&hm; i&dmuiflimy&ucﬂmnmvmfm
) owns

i lant in which ils idi i then 10 liquid h shall be
ﬁmwsm)pcmmw :w,.‘“m&:‘;‘.ﬁmfm g hedorspirs ooty ey ekl s gl
{ori

P g 1 d at arm's
0o such third party, percent then being specified in wwwhﬂuhd-;nl.whkhmhﬂnmA
mmwmﬂn' gas and on hiquid Mﬂlhwmhm‘ market price pddprul’lwull’umyml‘wliqﬁd
o rrapmaice s of R Ry s e o o e s oy s s g (o i vl g o iy e
ve ol is In no e wever, royalties pay: is
the royalties which would have been due had the gas not been processed. -

(D) OTHER PRODUCTS. Royalty on carbon black, sulphur or any other prod produced or fi ‘ﬁu::unn(cmrpun; lu}uid
hydrocarbons) whether said gas be “casinghead,” “dry”, or any other by fractionating, buring or any other processing be

of the gross production of such prod or the market value thereof, at the option of the owner of the soil or the Commissioner of the General Land
fTice, such market value Lo be determined as follows: I)mu\:buhnf&uhi&nlnmiupriun 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 the same month in which such are produced, whichever is the greater.

5. MINIMUM ROYALTY. During any year afler the expiration of the primary term of this lease, if this lease is maintained by
i otherwise,

royalties paid under this lease in no event shall be less than an amount equal mruvidnd; i

payable on or before the last day of the month succeeding the anniversary date of this lease 8 sum equal 1o the annual rental less the amount of royalties
paid during the preceding year. | 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 ($1.00) per acre.

]
i

H
E
]
f
i
{

6. ROYALTY IN KIND. Notwithstanding any other provision in this lcase, at any tlime or from lime to time, the owner of the soil or the

Ci issi of the G I Land Office may, at the option of either, not less than sixty (60) days notice to the holder of the lease, ire that the

gwdmymyllﬁesmin;humhmyﬂ%mmdwlhiﬂm made in kind. The owner of the soil's or the Commissioner of the Land

ice’s right to take its royalty in kind shall not diminish or negate the owner of the s0il's or the Commissioner of the General Land Office’s rights or Lessee's
obligations, whether express or implied, under this lease.

» p N‘)DEWHlUNS.lMﬁ&IM“I hmummm;mmmu&mwyum“mumrww
cost of producing, gathering, storing, scparating, treating, compressing, processing, transporting, otherwise making the oil, other
Mﬂhﬂ&rﬂd}f«nﬁum.mnwwm mymﬂhmhmﬂwtwddﬁdﬂmmﬁm
taxes and production related costs.

8 PLANT FUEL AND RECYCLED GAS. No royalty shall be payable on any gas as may represent this lease’s proportionate share of any fuel
used to p fur" d hercunder in any ‘_Mmmﬂmmgmymmdmm-dub}mmhmmworm
owner of the soil mdhCnmmiuuwofﬂn&nu:andOfﬁu.lnmm mmmmth'mwfu'm ion into
any oil or gas ing formation underl lhuhuodpw:halﬂwlluliquéh incd in the gas have been removed; no royalties shall be
payable on the gas until it is 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:

Pnnuellofmylllympmdueﬂmofuilmdgumlllbeuwviﬁdinlhndﬂufuﬂ.hiulheT:quim.Rnlucwmullypmvid:lhu
mylllyonoilisdunlndmuubemwivediulhe(huﬂLandﬂfrmm«hfmuusmdnydﬂ&mmm“hmﬂmmm
royalty on gas is due and must be received in the General Land Office on or before the 15th da of the second month succeeding the month of production,
sccompanied by the affidavit of the owner, manager or other authorized agent, completed in the and manner prescribed by the General Land Office and
ﬂmvhulhp'uu_-mmlanddi:puitéanofdloi{udnwndwedndﬂ:uhﬁnlunﬂhoﬂmd.,u.mhwu-%nwpynhllwm
or reports confirming the gross production, disposition
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and market value including gas meter readings, pip ipts, gas line pts and other checks or da of produced and pul into pipelines, tanks, or
puhlndg-luuntpwﬂwmmmmwﬂhmmmmmhwummmmmu
value. In all cases the authority of a manager or agent to act for the Lessee herein must be filed in the General Land Office. Each royalty pay shall be P
by a check stub, schedule, summary or other remittance advice showing by the assigned General Land Office lease number the amount of royaity being paid on cach
lcase. If Lessee pays his royalty on or before thirty (30) days after the royalty payment was due, then Lessee owes a penalty of $% on the royalty or $25 00, whichever
is greater. A royalty payment which is over thirty (30) days Iate shall accrue a penalty of 10% of the royalty due or $25.00 whichever is greater. In addition 1o a penalty,
royalties shall accrue interest st a rate of 12% per year; such interest will begin accruing when the royalty is sixty (60) days overdue Affidavits and supporting
documents which are not filed when due shall incur a penalty in an amount set by the General Land Office administrative rule which is effective on the date when the
affidavits or supporting documents were due. The Lessee shall bear all responsibility for paying or causing royalties 1o be paid as prescribed by the due date provided
herein Payment of the delinquency penalty shall in no way operate to prohibit the State’s right of forfeiture as provided by law nor act 1o postpone the date on which
royalties were originally due. The above penalty provisions shall not apply in cases of tide dispute as to the State’s portion of the royalty of to that portion of the royalty
in dispute as to fair market value

10 (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shall annually furnish the Commissioner of the General Land Office with is best
possible estimate of oil and gas reserves underlying this lease or allocable to this lease and shall fumish said Commissioner with copies of all contracts under which gas

is sold or p d and all subsequent agro and d 1o such contracts within thirty (30) days afler enlering into or making such contracts, agreements or
amendments. Such and agr when "mmwwmmuuuMmmumomwomwuumuMm
authorized by Lessee. All other contracts and records pertaining to the product ion, sale and marketing of the oil and gas produced on said premises,

Muﬂn.hhttﬂmnn.w&mammmmh.mdmmﬂllﬂhhm»m“mw
the Commissioner of the General Land Office, the Attorney General, the Governor, or the representative of sny of them.

(B) PERMITS, DRILLING RECORDS. Written notice of all operations on this lease shall be submitted 10 the Commissioner of the General Land
Office by Lessee or operator five (5) days before spud date, workover, re-entry, temporary abandonment or plug and shandonment of any well or wells. Such written
notice 1o the General Land Office shall include copies of Railroad Commission forms for application 1o dnill. Copies of well tests, completion reports and plugging
reports shall be supplied 10 the General Land Office at the time they are filed with the Texas Railroad Commission. All applications, permits, reports or other filings that
reflerence this lease or any specific well on the leased premises and that are submitted 10 the Texas Railroad Commission or any other governmental agency shall
include the word “State” in the title. Additionally, in accordance with Railtoad Commission rules, any signage on the leased premises for the purpose of identifying
wells, tank batteries or other associsted improvements 10 the land must also include the word “State * Lessee shall supply the General Land Office with any records,
memoranda, accounts, reports, cuttings and cores, or other information relative to the operation of the above-described premises, which may be requested by the
General Land Ofice, in addition to those herein expressly provided for. Lessee shall have an electrical and/or rad ity survey made on the bore-hole section, from
the base of the surface casing 1o the total depth of well, of all wells drilled on the sbove described premiscs and shall it & true copy of the log of each survey on
each well 10 the General Land Office within fiftcen (15) days afier the makmg of said survey

(C) PENALTIES. Lessce shall incur a penalty wh reports, & or other materials are not filed in the General Land Office when due. The
penalty for late filing shall be set by the General Land Office administrative rule which is effective on the date when the materials were due in the General Land Office

1. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If , during the primary term hereof and prior to discovery and
production of oil or gas on said land, Lessee should drill a dry hole or holes thereon, or if during the primary term hereof and after the discovery and sctual production
of oil or gas from the leased premises such production thereof should cease from any cause, this lcase shall not terminate if on of before the exparation of sixty (60) days
from date of completion of said dry hole or cessation of prods Lessee dd | dnilling or reworking operations thereon, or pays of tenders the next
mdehymdhmemm-mmmmn-‘lr.Mn.ﬂulmmdhprmmuwﬂhnn:y(w)hﬁmm-dqhkh

pleted and shandoned, or the production of o1l o gas should cease for any cause, Lessee's rights shall remain in full force and effect without further operations until
hup-mt-ollhm-ndifmhu“mnmmlhwdhmnmmmub
by conducting additional dnilling or i o Paragraph 1), using the expiration of the priumary lerm as the date of cessation of production under
PIWFJShnuidﬂllflmnﬂumymwlﬂhdwunmmlndumduumudlwpwumunmmnryumhumr
Lessee may resume payment of the annual rental in the same manner as provided herein on or before the rental paying date following the expiration of sixty (60) days
from the date of completion of such shut-in ol or gas well and upon the failure to make such payment, this lease shall ipso facto terminate. If at the expiration of the
primary term or any time thereafier a shut-in oil or gas well is located on the leased premises, payments may be made i accordance with the shut-in provisions hereofl

12. DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM. If, st the expiration of the primary term, neither oil nor gas is being
produced on said land, but Lessee is then engaged in drilling or reworking op th Mh—:“mum»lﬂg-mmnﬂdwﬂluh
drilling of reworking of any sddional well are prosecuted n good faith and in workmanlike ith, \§ more than sixty (60) days during any
oundmﬂifmmhhpmhdsunul’nilm“me-alm-uMhmmummmem
of shut-in oil or gas well royalties or y royalties is made as provided in this lease.

13. CESSATION, DRILLING, AND REWORKING. 1f, after the expiration of the primary term, production of oil of gas from the leased premises, after
once obtained, should cease from any cause, this lease shall not terminate if Lessee commences additional drilling or reworking operations within sixty (60) days after
such cessation, and this lease shall remain in full force and effect for so long as such operations continue in good faith and in workmanlike manner without interruptions
totaling more than sixty (60) days. If such drilling or reworking operations result in the production of oil or gas, the lease shall remain in full force and effect for so loag
as oil or gas is produced from the leased premises in paying quantities of payment of shut-in 0l of gas well royalties of payment of compensatory royalties is made as
provided herein or as provided by law. If the drilling or reworking operations result in the completion of & well as 8 dry hole, the lease will not terminate if the Lessee
mmmﬁ«hlluumtum-mssm(ﬂlﬁnlﬂummﬁmwﬂ-lhh&-ﬂmmwmmdﬁumhﬂ
as Lessee continues dnlling or reworking operations in good fuith and in 8 workmanlik Merrup g more than sixty (60) days. Lessee shall
give writien notice to the General Land Office within thirty (30) days of any cessation of production

14, SHUT-IN ROYALTIES. For purposes of this paragraph, “well” means any well that has been assigned a well number by the state agency having
Jurisdiction over the production of oil and gas. If, st any time afler the expiration of the primary term of & lease that until being shut in, was being maintained in
force and effect, n well capable of producing oil or gas in paying quantities is located on the leased promises, but oil or gas is not being produced for lack of
suitable production facilities or lack of a suitable market, then Lessee may pay as a shut-in oil or gas royalty an amount equal 1o double the annual rental provided in
the lease, but not less than $1.200 a year for cach well capable of producing oil or gas in paying quantities. I Paragraph 3 of this lease does not specify a delay rental

. then for the purp of this paragraph. the delay rental amount shall be one dollar ($1.00) per acre. To be effective, cach initial shut-in oil or gas royalty
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must be paid on or before: (1) the expiration of the primary term, (2) 60 days after the Lessee ceases o produce oil or gas from the leased premises, or (1) 60 days after
Lessee completes a drilling or reworking operation in accordance with the lease provisions; whichever date is latest. Such payment shall be made onc-half (1/2) o the
Commissioner of the General Land Office and one-half (1/2) to the owner of the soil. If the shut-in ol or gas royalty is paid, the lease shall be considered 10 be a
prudn:n;!-u-ndlhuWshdiuwhmafththeﬁx-pmwumyu&mhwddmuwymutmmmmﬁmm
following the month in which production ceased, and, after that, if no ble pr or suitable market for the oil or gas exists, Lessee may extend the
lease for four more successive periods of one (1) year by paying the same amount cach year on or before the expiration of each shut-in year

15. COMPENSATORY ROYALTIES. If, during the period the lease is kept in effect by payment of the shut-in ail or gas royalty, oil or gas is sold and
Muv«dmmhmﬁmﬁmnwﬂlwmmmwuM)Hdﬂukﬂoﬂmhﬂﬂmﬂdmhmm”w,mmmym
in which drainage is 1 the right 1o 10 maintain the lease by paying the shul-in oil or gas royalty shall cease, but the lease shall remain effective for the
mdnmhmuwymmw The Lessee may maintain the lease for four more successive years by Lessee paying compensatory royalty at
the royalty rate provided in the lease of the market value of production from the well causing the drainage or which is completed in the same producing reservoir and
within one thousand (1,000) feet of the leased premises. The P y royalty is to be paid monthly, one-half (1/2) to the Commissioner of the General Land
omwmumn)mnmammwmumummuqammmmmmmwnhwaphwmm-m
causing the dranage or that 1s completed in the same producing reservoir and located within one thousand (1,000) feet of the leased premises 11 the P
royalty paid in any 12-month period is in an amount less than the annual shut-in oil or gas royalty, anﬂuﬂmmmmqﬂhﬂumﬂumwmwmy(lm
d-y:&unﬂnndufhllmhpabdmeymﬁywwhﬂ-mmwﬂuﬂmﬂmwahﬂh«mmmmmwwﬂﬂ
this lease. None of these provisions will relieve Lessee of the obligation of I nor the obligation to dnill offset wells as provided in Texas Natural
Rmnm(:ndenl'ﬂw:ummdhwmdmhcm“mhmdmmm
satisfy the obligation to drill offset wells

16. RETAINED ACREAGE. Notwithstanding any provision of this leasc 1o the contrary, afier a well producing or capable of producing oll or gas has
bmmpunhwmmmmhdwdlmmwh&mﬂmmmuudlsnluyhe
reasonably necessary for the proper development of the leased premises and in marketing the p

(A) VERTICAL- In the event this lease is in force and effect two (2) years afler the expiration date of the primary or extended term it shall then terminate
a5 10 all of the leased premises, EXCEPT (1) 40 acres surrounding each oil well capable of producing in paying quantities and 320 acres surounding cach gas well
uplhkofpnducmgmmw.mmIM|M-mnﬂqmwdl-madedewMhmnulwdlwwhdl.umulhmnupdm
continuous drilling or reworking operations, or (2) the ber of acres ""uu ducing pooled unit p 1o Texas Natural R Code 52.151-52.153,
or (3) such greater or lesser number of acres as may then be all d for p purp Wwap jon unit for cach such producing well under the rules and
mﬂmdhh&nﬂCmmMTuwmmmwmwmthm If at any time afier the effective date of
the partial termination provisions hereof, the applicable field rules are changed or the well or wells located thereon are reclassified so that less acreage is thereafler
dhcmmunuumlhhmmmuﬂmmmﬂl‘ up as to all acreage not thereafter all d 10 said well or wells for production

Notwith 1g the ination of this lease as 10 a portion of the lands covered hereby, mwmmwhuhnﬂuﬁwmﬂ
cmmﬁmmmmﬂmuﬁnh—:hmmmmmIhﬁmtwmmdw“y&wumumnman.
papelmndoﬂmubtmfnﬂnmmmumdmuﬂmmmmmmlhuaon'nnmhﬂkLhmmmmwmm
and for the gathering or transportation of oil, gas and other ls produced from the d lands.

(B) HORIZONTAL. In the event this lease is in force and effect two (2) years afler the expiration date of the primary or extended term it shall further
terminate as 10 all depths below 100 feet below the twtal depth drilled (hereinafter "deeper depths”) in each well located on acreage retained in Paragraph 16 (A) above,
unless on o before two (2) years after the pnimary or extended term Lessee pays an amount equal 10 ane-half (172) of the bonus originally paid as consideration for this
lease (as specified on page | hereof). If such amount is paid, this lcase shall be in force and effect as 1o such deeper depths, and said termination shall be delayed for an
additional period of two (2) years and so long thereafier as oil or gas is produced in paying quantities from such deeper depths covered by this lease.

(C) IDENTIFICATION AND FILING. The surfaice acreage retained hereunder as 1o each well shall, as nearly us practical, be in the form of a square with
Ihevdlluclodlnduwmmmwf.nluchuhﬂlhlunmyb:wnm!byﬂ:LmWﬂﬂwﬂadeDﬂlu Within thirty (30) days afler partial
mhmd&hhamummwlmndm"dmem ! containing a satisfactory legal description of the screage and/or depths

ined h . The ded release, u.mmmammumﬂuuwmmwwhm&mmwm
OaunundomundnhemawﬂudH:MuhuuﬁhdIrLummuumnuunm-ﬂmmeuwrdmmwylﬂumm
being requested 1o do so by the General Land Office, then the C: 1551 al his sole di ion may o by written instrument the acreage and/or depths 10 be
NMMMMMM:W!MWNMM«WMMMukﬂ-dldnhnﬂicdmt‘hdhcmm
Office and such designation shall be binding upon Lessee for all purposes.

I17. OFFSET WELLS. Neither the bonus, delay rentals, nor royalties paid, o to be paid, under this lease shall relieve Lessee of his obligation tw protect
mwmummmm‘uummm Lessee, sublessee, receiver of other agent in control of the leased premises shall drill as many wells
as the facts may justify and shall use approprisic means and drill to a depth necessary to prevent undue drainage of oil and gas from the leased premises, In addition, if
oum;-:hmlduMhmﬁmﬂ-l@hdh“mummmﬁmhwmummh
production of oil or gas, the Lessee, mbia-:.mmmwuhuwmmoto(ﬂnlnnedprmﬂlm'nd[uﬂamnuhﬂqdlwilmwﬂhumm

leased premises within 100 days after the draining well or wells or the well or wells completed within 1,000 feet of the leased pr stant prod, n
quantitics and shall p uﬂ&ﬂimmwmFnhnmmunmymdmmumumﬂmﬂwn{mmm
nights o forfeiture. m,wumamcmdmwumumum I may the pay of comgp ¥
twymwmmmmhmwwnmunoﬁmwdlwwthmmvdmﬂuﬂlum
I8. FORCE MAJEURE If, after a good fuith effort, Lessee is prevented from complying with any express of implied of this lease, from
ducting drilling op on the leased or from producing oil or gas from the leased premises by reason of war, rebellion, nots, strikes, acts of God, or

myvdnduﬂnnneunmdnmnol'mwmuylhm“tkwmhd.hum&dﬂtﬂmunmnﬂyumnﬂmmwhwwm
mamunmawmmmmw,mmmw additionally, mummuwwmhmnmmnd.bymmnm.m
conducting dnilling and reworking op or from producing oil or gas from the leased premises H , noth 1g in this paragrap h shall suspend the of
Mmﬂh“umh“mnﬁdﬁuhmmuhﬁmdwﬂnhﬂ“m *‘_ or prod nlo&lotul

L
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19. WARRANTY CLAUSE. The owner of the soil warrants and agrees (o defend tide to the leased premises. If the awner of the soil defaults in payments
mvedouthnluoedmim.mmelmmmmudumduunﬂlinmeh-dmmbymmymmm other liens on the
leased premises. If Lessee makes payments on behalf of the owner of the soil under this paragraph, Lessee may recover the cost of these payments from the rental and
royalties due the owner of the soil

20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the soil owns less than the entire undivided surface estate in the sbove described
lmd.-hcdwtwnoledlinlumkwﬂ-dhummulhWummwhkmwhwnfhmﬂulhwlﬂhmhh
proportion which his interest bears 10 the entire undivided surface estate and the royaltics and rental herein provided 1o be paid to the Commissioner of the General
Land Office of the State of Texas shall be likewise propor ly reduced. However, before Lessee adjusts the royalty or rental due to the Commissioner of the
General Land Office, Lessee or his authorized representative must submit to the Commissioner of the General Land Office a writien statement which explains the
discrepancy b the i purportedly leased under this lease and the actual interest owned by the owner of the soil. The Commissioner of the General Land
Office shall be paid the value of the whole production allocable to any undivided interest not covered by a lease, less the prop develop and prod cost
lllouhluomchundivldndimumH:mmf.innoevemdull:heCmin'mmnl’l!lGmenledMnerewivcunmymymthpmpmdmionullouhhw
the undivided interest not leased an amount less than the value of one-sixteenth (1/16) of such gross production

(B) REDUCTION OF PAYMENTS. If, during the primary term, a portion of the land covered by this lease is included within the boundaries of &
pmledmunhlhubmwmedhylheSdlmlwwmmmdlhmlhmmwmwwmcﬁmﬂISI-SZ,ISJ.oﬁf.ll!y
tm:ﬁamaphmofuummammm.w-mm.mwummnmmwmmwun
made on a per acre basis hercunder shall be reduced ding 10 the number of acres pooled, released, surrendered, or otherwise d, 50 that pay d ncd
On & per acre basis under the terms of this lease during the primary term shall be calculated based upon the number of acres outside the boundaries of a pooled unit, or,
if after the expiration of the primary term, the number of acres actually retained and coveted by this lease

21. USE OF WATER. Lessee shall have the right to use water produced on said land y for op under this lease except water from wells or
tanks of the owner of the soil, provided, however, Lessee shall not use potable water or water suitable for livestock or irrigation p P for waterflood operations
without the prior consent of the owner of the soil.

22 AUTHORIZED DAMAGES. Lessee shall pay the owner of the soil for damages caused by its operations 1o all | property, impr
livestock and crops on said land

23. PIPELINE DEPTH. When requested by the owner of the soil, Lessee shall bury its pipelines below plow depth

24, WELL LOCATION LIMIT. No well shall be drilled nearer than two hundred (200) feet 1o any house o barn now on said premises without the written
consent of the owner of the soil.

25. POLLUTION. In developing this aren, Lessee shall use the highest degree of care and all proper safeguards 1o prevent pollution. Without li g the
foregoing, pollution of coastal wetlands, natursl waterways, rivers and impounded water shall be prevented by the use of containment facilities sufficient 1o, prevent
spillage, scepage or ground water contamination In the event of pollution, Lessee shall use all means at its disposal to recapture all escaped hydrocarbons or other
pollutant and shall be responsible for all damage 1o public and private properties Lessee shall build and maintain fences around its slush, sump, and drainage pits and
tank batteries so as to protect livestock against loss, damage or injury, and upon completion or shandonment of any well or wells, Lessee shall fill and level all sush
pits and cellars and completely clean up the drilling site of all rubbish thereon Lessee shall, while conducting operations on the leased premises, keep said premises free
ohllrubbhh.us.lnlhl.mmu“dwnﬂmalmmmmdumﬁmdmwhumummﬂm
s is practicable. Tanks and equip will be kept painted and p bl

26. REMOVAL OF EQUIPMENT. Subject to limitations in this paragraph, Lessee shall have the right to remove machinery and fistures placed by Lessee
on the leased premises, including the right to draw and remove casing, within one hundred twenty (120) days after the expiration or the termination of this lease unless
the owner of the soil grants Lessee an extension of this 120-day period However, Lessee may not remove casing from any well capable of producing oil and gas in
paying quantities. Additionally, Lessee may not draw and remove casing until afler thirty (30) days written notice to the Commissioner of the General Land Office and
10 the owner of the soil The owner of the soil shall become the owner of any machinery, fixtures, or casing which are not timely removed by Lessee under the terms of
this paragraph,

27. (A) ASSIGNMENTS MWW&MMh&EWMWNdMMln:liﬂul-dmufm!up-wluum
hmmyumpnd.hm:uinm-dnnrwhmdwhnndlmnwkmupmmmdﬂhm.hﬂmmﬁ
assigns. However, a change or division in ownership of the land, rentals, or royalties will not enlarge the obligations of Lessee, diminish the rights, privileges and
md’LmimpthuuerfaaivenmofmyplymmudnbyLnucmnnplhthulfmivmnrmympcrfmmdbyuuuAndmduu:nrdiviﬂmm
maﬂﬁpu!uwhld.muh.umydtiudldlml.u-whnymmilﬁm(h}&psﬂuﬂumdhnﬁl(uhil\nh.nkvm.leulmm
ofun'w)'umiihulhel.l.-nmwﬁhuhﬂmyurimmofhmhmw,mhmeMMId-mmmd
m«iw)mmwwma.mm.Amuamwamhu-utmmem«ucimmw.mmw
dwmpwmormmhnqmuuwmmumlrmmammmmy-mmuymnrmm.mmmwmmm
Mhm-mhuﬂmmabiy.mﬂnnhmduﬁ.nﬂmwmumdﬂubmhmdumﬁﬂlm
affect this lease on the part of the land upon which pro rata rentals are timely paid or tendered; b , if the assignor or assignee does not file a centificd copy of such
mipminlh:(hnenlLndomoebcfuultnwumﬂdpumdne.ﬂnmrwI:m“tminnhfaﬂmbmdumwmulmmw-ph)
Emmiwﬁlamﬂhﬂiﬁﬁu“hmmﬂlnﬂmIlwilluu.mdpmdnumdwﬂusmehymm.mdm«myptumamnhh
lease, including any labilities 1o the State for unpaid royalties.

(B) ASSIGNMENT LIMITATION, Notwithstanding any provision in Paragraph 27(a), if the owner of the soil acquires this lease in whole or in pad
brmi;nmmtwiﬂnmlbepﬁummwwllofﬂnthanﬂuﬂmﬂLmeﬂim.lhislnnkvodduofﬁ:limurmlmnmlth:mww
of the owner may be forfeited by the Commissioner. An assigr will be treated as if it were made 1o the owner of the soil if the assignee is

(1) @ nominee of the owner of the soil,
(Ilawwlhnmmdhymwmeomofihemmlmmuumwphmorn:hnmwnimumh;m'y,
(Jlnpmneﬂ\iphwmchutmom:mlblmuhmmlqunfmdummhiv;

(4) & principal stockholder or employee of the corp which is the owner of the soil,

(5) @ partner or employee in a parmership which is the owner of the soil;
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(6) u fiduciary for the owner of the soil; including but not limited to a guardian; trustee, ator, admini ; ef, of conservator-for the

owner of the soil; or
(7) a family member of the owner of the soil or related to the owner of the soil by marriage, blood, or adoption
28. RELEASES. Under the conditions incd in this paragraph and Paragraph 29, Lessce may at any time execute and deliver to the owner of the soil
and place of record a release or releases covering any portion or portions of the leased premises, and thereby surrender this lease s 1o such portion of portions, and be
Muvﬁddiauhuqmuhliﬂkmummmm.lhnypmuf&klmeisuupedymmdmd.ﬂndchymﬂdmtﬂhlhisIoucslullhtmdumdby
the proportion that the & ge bears 1o the acreage which wus covered by this lease immediately prior to such surrender, however, such release will not
relieve Lessee of any liabilities which may have accrued under this lease prior 1o the surrender of such acreage.

29. FILING OF ASSIGNMENTS AND RELEASES. If all o any past of this lcase gned o rel such assigs or release must be recorded
in the county where the land is si d, and the or & copy of the ified by the County Clerk of the county in which the
iammmnilremrd:d.muubeﬁbdinﬂw(]enﬂdLnndOmoewnthin'?uhy:oftlnEm:mmkmdmmpmiedbyﬂupvmubedﬁluufu. IT any such
assignment is not so filed, the rights acquired under this lease shall be subject 1o forfeiture sl the option of the Commissioner of the General Land Office

30. DISCLOSURE CLAUSE  All provisions pertuining to the lease of the above-described land have been included in this luding the
umwofﬂumeum‘dﬁ'limmbewdIotduexecutionofmishmﬂhr@mmdhbdhmm.mym&&dmwumglhe
development of 0il and gas from the leased premises which are not contained in this lease render this lease invalid

31. FIDUCIARY DUTY. The owner of the soil owes the State a fiduciary duty and must fully disclose any facts affecting the State’s interest in the leased

P When the | of the owner of the soil conflict with those of the State, the owner of the soil is obligated 1o put the State’s interests before his personal
interests

‘ 32 FORFEITURE. If Lessee shall fail or refuse to make the payment of any sum within thirty days after it becomes due, or if Lessee or an authorized
\ qmlmuhmm;lymluuyf-lumnotrtlsempmm‘pmdudmotd.nlluuirl.menhultflunrreﬁucwcﬁlllnyodmwllurwelhm;ood
| faith as required by law and the rules and regul dopted by the C of the General Land Office, or if Lessee should fail 10 file reports in the manner
‘ required by law or fail to comply with rules and regulations promulgated by the General Land Office, the School Land Board, or the Railroad Commission, of if Lessee
|

skum&duhneﬂwpmp«unimﬁrymmm:md:m&mmwaum.aifmofmwmmdwshouidkmwinllyﬁilotmﬂmmpvccnrrm
mmhmcmm.umwyfm«uhumﬁnnhhﬂmmofﬂulmm«}fmywll.uiflnmﬂuﬂhmwunlyv'mlu:anyu{
dacmdwillpcmisiﬂmoﬂhism.mifmhhueismignedudmemimhmﬁhdhmeﬁmmlMmummbyw.mmmnmm
this lease shall be subject to forfeiture by the Commissioner, and he shall forfeit same when sufficiently informed of the facts which suthorize a forfeiture, and when
forfeited the area shall again be subject 10 lease under the terms of the Relinquishment Act. However, nothing herein shall be construed as waiving the sutomatic
termination of this lease by operation of law or by reason of any special limitation arising h der. Forfel may be set aside and this lease and all rights thereunder
minnmdbeinuwﬁMMmMmmhfmcvaMthuWMhﬁmﬂLuﬂOﬂiuecfﬂm:umpﬂmwilhthpmumor
the law and of this lease and the rules and regulations thal may be adopted relative hereto

33. LIEN In accordance with Texas Natural Resources Code 52.136, the State shall have a first lien upon all o1l and gas produced from the area covered
bylhislnulnmunpmmlufnﬂwndmﬂymmumnfnmyuumymmmmhm‘Bywoemmofwshubﬁmmdn
State, in addition to the lien provided by Texas Natural Resources Code 52.136 and any other applicable statutory licn, an express contractual lien on and security
Interest in all leased minerals in and extracted from the leased premises, all proceeds which may accrue 1o Lessec from the sale of such leased minerals, whether such
proceeds arc held by Lessee or by a third party, and all fixtures on and improvements to the leased premises used in with the prod of pr ing of
such leased minerals in order 1o sccure the p of all royalties or other due or 10 b due under this lease and o secure payment of any damages or
luulhdL:unrmaysuffﬂbynmofhmeuhmxhufmymvmmemdhiwnfﬂmknu.whahﬂuptmocunpidThi:Iimmdnumlymlmlmybc
foreclosed with or without count proceedings in the manner provided in the Title 1, Chapter 9 of the Texas Business and Commerce Code Lessee agrees that the
Commissioner may require Lessee to execute and record such | as may be bly Yy to acknowledge, attach or perfect this lien. Lessee hereby
rqrwslhlIhuummpriorumperiulmmmmmm‘wm‘uﬂivihmdﬂmwmmfmnbunee'ucquhinunormin
lease. Should the Commissioner at any time determine that this representation is nol true, then the Commissioner may declare this lease forfeited s provided herein,

34 POOLING. Lessee 1s herchy granted the right 1o pool or unitize the royalty interest of the owner of the soil under this lease with any other leuschold
or mineral interest for the exploration, development and production of oil or gas of either of them upon the same terms as shall be approved by the School Land Board
mdllnCnnmusimmoN:Gm:lLudom-:eruruupoulm;mmit'mmofwhuumofﬂm&memdumulaupmmumrmNmulnmmCode
52.151-52.153. The owner of the soil agrees that the inclusion of this provision in this lease satisfies the ion requi stated in Texus Natural Resources Code
52152,

35 INDEMNITY. Lessee hereby releases and discharges the State of Texas aEd the owner of the soil, their officers, employees, partners, agents,
contractors, subcontractors, guests, invitees, and their respective successors and assigns, of and from all and any actions and cuuses of action of every nature, or other
harm, including environmental harm, for which recovery of damages is sought, including, but not limited to, all losses and expenses which are caused by the activities
ofmu.mumw:.mwommwriﬂmmu{Mnumﬁ&umwmhunfmlulmumhwmmhﬂum.uIhd
may arise oul of or be occasioned by Lessee's breach of any of the terms or provisions of this Agreement, or by any other negligent o strictly lisble act or emission of
Lessce. Further, Lessee hereby agrees 1o be liable for, exonerate, indemnify, defend and hold harmless the State of Texas and the owner of the soil, their officers,
arwlommmuﬂnmmummmyandnlldlims.lnwulntmmm.mwmm(wmhh).mwum
ummhamhwhuchmmyordwhmﬂlwuywlwwmmmwwmlhmmy.indudin.myi'fnumdodmkulupmnu.
including those related to environmental hazards, on the leased premises or in any way related W Lessee's failure 1o comply with any and all environmental laws: those
arising from or in any way related to Lessee’s operations or any other of Lessee's activities on the leased premises, those arising from Lessee's use of the surface of the
Iandpmnim;-:dnmlhumymwofubumkmndbylmeﬂhudw{uyomumuptmhmnfmwwwuwmmhauuwuf

Lessee, its di s, officers, employees, partners, agents, contractors, subcontractors, guests, invitees, and their respective successors and assigns. Each assignee of this
Agrecment, or an interest therein, agrees to be liable for, exonerate, indemnify, defend and hold harmless the State of Texas and the owner of the soil, their officers,
employees, and agents in the same manner provided above in connection with the activities of Lessee, its officers, employees, and agents as described above. EXCEPT
AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF THE INDEMNITY OBLIGATIONS AND\OR LIABILITIES ASSUMED UNDER THE
TERMS OF THIS AGREEMENT SHALL HE WITHOUT LIMITS AND WITHOUT REGARD TO THE CAUSE OR CAUSES THEREOF (EXCLUDING
PRE-EXISTING CONDITIONS), STRICT LIABILITY, OR THE NEGLIGENCE OF ANY PARTY OR PARTIES (INCLUDING THE NEGLIGENCE OF
THE INDEMNIFIED PARTY), WHETHER SUCH NEGLIGENCE BE SOLE, JOINT, CONCURRENT, ACTIVE, OR PASSIVE.
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36. ENVIRONMENTAL HAZARDS. Lessee shall use the highest degree of care and ble safeguards to prevent ination or pollution
of any envir tal di including soil, surface waters, groundwater, sediments, and surface or subsurface strata, ambient air or any other
environmental medium in, on, or under, the leased premises, by any wasite, pollutant, or contaminant. Lnsuﬂullrnbviuwpmuillommmlh:hsd

premises any asbestos containing materials, explosives, toxic materials, or substances regulated as hazardous wastes, hazardous materials, hazardous

substances (as the term "Hazardous Substance” is defined in the Comprehensive Envi I R Ci jon and Liability Act (CERCLA), 42
US.C. Scdm%()l etnq).orloxmmbﬂmeumdumyfedﬂll nle.wlacalluwwmm.dum(l{mduumm‘).cwudm
y used in ion with oil and gas exploration and develop i -ﬂﬂnwdmnnuunlmmdq‘mmuLE.SSEE's

VIOLATION OF THE FOREGOING PROHIBITION SHALL CONSTITUTE A MATERIAL BREACH AND DEFAULT HEREUNDER AND
LESSEE SHALL INDEMNIFY, HOLD HARMLESS AND DEFEND THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND
AGAINST ANY CLAIMS, DAMAGES, JUDGMENTS, PENALTIES, LIABILITIES, AND COSTS (INCLUDING REASONABLE ATTORNEYS'
FEES AND COURT COSTS) CAUSED BY OR ARISING OUT OF (I) A VIOLATION OF THE FOREGOING PROHIBITION OR (11) THE
PRESENCE, RELEASE, OR DISPOSAL OF ANY HAZARDOUS MATERIALS ON, UNDER, OR ABOUT THE LEASED PREMISES DURING
LESSEE'S OCCUPANCY OR CONTROL OF THE LEASED PREMISES. LESSEE SHALL CLEAN UP, REMOVE, REMEDY AND REPAIR
ANY SOIL OR GROUND WATER CONTAMINATION AND DAMAGE CAUSED BY THE PRESENCE OR RELEASE OF ANY HAZARDOUS
MATERIALS IN, ON, UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OF THE LEASED PREMISES IN
CONFORMANCE WITH THE REQUIREMENTS OF APPLICABLE LAW. THIS INDEMNIFICATION AND ASSUMPTION SHALL APPLY,
BUT IS NOT LIMITED TO, LIABILITY FOR RESPONSE ACTIONS UNDERTAKEN PURSUANT TO CERCLA OR ANY OTHER
ENVIRONMENTAL LAW OR REGULATION, LESSEE SHALL IMMEDIATELY GIVE THE STATE OF TEXAS AND THE OWNER OF THE
SOIL WRITTEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS PARAGRAPH, UPON LEARNING OF THE PRESENCE
OF ANY HAZARDOUS MATERIALS, OR UPON RECEIVING A NOTICE FROM ANY GOVERNMENTAL AGENCY PERTAINING TO
HAZARDOUS MATERIALS WHICH MAY AFFECT THE LEASED PREMISES. THE OBLIGATIONS OF LESSEE HEREUNDER SHALL
SURVIVE THE EXPIRATION OR EARLIER TERMINATION, FOR ANY REASON, OF THIS AGREEMENT.

37, APPLICABLE LAW, 'nm lease is muad under the pmvum of Texas Natural Resources Code 52.171 through 52.190, commonly known as
the Relinquishment Act, and other ap bl h , and if any provision in this lease does not conform to these statutes, the
statutes will prevail over any nmomﬁrming lease pnmsims.

38. EXECUTION. This oil and gas lease must be signed and acknowledged by the Lessee before it is filed of record in the county records and in
the General Land Office of the State of Texas. Once the filing requirements found in Paragraph 39 of this lease have been satisfied, the effective date of this
lease shall be the date found on Page 1,

19. LEASE FILING. Pursuant to Chapter 9 of the Texas Business and Commerce Code, this lease must be filed of record in the office of the
County Clerk in any county in which all or any part of the leased premises is located, and certified copies thereof must be filed in the General Land Office.
This Ieueiamel‘l'ecuv:urulllouﬂlﬁedmpyunhulnn(whichumd:mdwﬂﬂedbylrmcmy(‘lu'k from his records) is filed in the General Land Of
fice i m -cmd-uwilh Texas Natural Resources Code 52. 181, Additionally, this lease shall not be binding upon the State unless it recites the sctual and true
or promised for execution of this lease. The bonus due the State and the prescribed filing fee shall accompany such certified copy 1o the

n paid or
General Land Office.

40. Rentals in the amount of $320.00 for years two and three of this lease have been prepaid. One half (%) of this amount has been paid to the
Lessor and one half (%) has been paid 1o the State of Texas. Rental for the fourth year in the amount of $16,080.00 has not been paid and if the fourth year
rental is not paid then this lease will expire. One half (%) of the fourth year rental will be paid to the Lessor and one half (%) will be paid to the State of
Texas. Rental for the fifth year is included in the fourth year rental and if the fourth rental is paid then no additional rentals are due under this lease.

LESSEF |"ChaMant Properties, Inc.

BY: William A. Chalfant

TITLE: President
DATE: 121 Jos
T
STATE OF TEXAS STATE OF TEXAS
-D’chm B Jom exuuu,g

BY: Stephed Blon Bryant BY:
TITLE: Individually and as agent for the State of Texas TITLE: Individually and as agent for the State of Texas
Date: ©1-035 -05 Date:

copy of
Original filed in
e, eer oeer - “Reeves County
. 20’ o % Clerks Office
. L] - L]

True and Correct
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STATE OF ( INDIVIDUAL

ACKNOWLEDUGMENT)
COUNTY OF CE{SS

Before me, the undersigned authority, on this day personally appeared §
separate property, known to me to be the persons whose names are subscribed (o the foregoing instrument, and acknowledged
to me that they executed the same for the purposes and consideration therein expressed

Given under my hand and seal of office this the _li day of ‘5- s ;; I, . ;gz D _, 2005

) is
Notary Public in and for 52&& 0’6 mo Cu—-uL]
My Commission expires m’_]

True and Correct

copy of
Original filed in
| et SR ees e Reeves County
.!o E E . :.. :.. . : : Clerks Office
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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, Inc. and acknowledged to me that he executed the same for the purposes and
consideration therein expressed, in the capacity stated, and as the act and deed of said corporation

Given under my hand and seal of office this the Alst day of
(WY , 2005,
T
| ’
. 'iu.hﬂ"& *r*"",.'. L ol
JUDITH K. WILLIAMS Nularﬂ Public in and for the State of Texas
MY COMMISSION EXPIRES
February 7, 2009
----- RO,
’F—_’ - 7 - . - AT PYOVTL 1L t 1Sl RENTAL
R USE B . LCAUSE 06 COLDR
OB RALE o ¥t I 45 o8 TR NOER TERAL
FILE NO. 3409 -
FILED FOR RECORD ON THE  ](QTH DAY OF AUGUST A.D. 2005 4:18 P.y,
AUGUST A.D. 2005 8:30 A.n.
DIANNE O. FLOREZ, COUNTY CLERK
REEVES COUNTY, TEXAS

copy of
Original filed in

Reeves County
Clerks Office
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, Commissioner

[

. Patterson

CERTIFIED TRUE AND CORRECT COPY CERTIFICATE
STATE OF TEXAS

COUNTY OF REEVES
The above and foregoing 1 & full true and cotrect photographic copy of I
onginal record now in my lawliul Cuslody and possess

Hed/re
PAGEﬁg

as the Same.is
'591 in the publc records ol my olice found in VOL Sﬁj
24 7wy 332 OFFICIAL PUBLIC
RECORDS
[ hereby certified on AUGUST 17,2005

%% DIANNE 0. FLOREZ,COU CLERK

-
REEVES, COUNTY, TRYAS e T % %
= . . n. C. n : : -
BY /| ¥ a LbLﬂEPU'H veVanes *ees
-




