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

E-mail: bill@chaltantproperties.com
CHALFANT PROPERTIES, INC.
Exl & (_’.-i'. Leastng and "K'.'If..-'.l.—:
1502 NORTH BIG SPRING

P. O.B0OX 3123
MIDLAND, TEXAS 79702-3123

June 13, 2005

Mr. Drew Reid

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

RE: The West 106.67 acres of East Half of Section 6
Block 57, Township 3 T&P RR Survey
Reeves County, Texas

Dear Mr. Reid:

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

The terms are $154.00 per acre (including paid up rentals) for a five year paid up
lease with 1/5" royalty.

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

Sincerely, W - 3;2) g

S1aia, - CUT
Will'i:;l?:KTChél a’V,-

WAC/mkc
enclosures
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RAL REVIEW SHEET

Transaction & 4719 Geologist: R. Widmayer
lessor Dixon, Doris Elkins Lease Date: 6/13/2005 Uk
lesgeg:  Chalfant Properties, Inc. Acres: 106.67
LEASE DESCRIPTION
County 194 Base FileNo Part Sec. Block Twp Survey Avst#
REEVES | O 146983 West of E/2 Twp. 3 6 57 03S T&PRYCO 5209
L
TERMS DFFERED TERMS RECOMMENDED
Primary Term: 5 years Primary Term 5 years
Bonus/Acre $150.00 Bonus/Acre $150.00
} Rental/Acre: $1.00 Rental/Acre $1.00
Royalty: 1/5 Royalty 1/5
COMPARISONS
MF # Lesses Data Term  Bonus/Ac.  Rental/Ac.  Royalty  Distance
Last Lease
fPe ud'-'j EGL Resources S Yy $/25 4 ) oD / Adjacent East

Comments: Paid up rentals, except for the 4th year which will be $150.00 per acre.

Arevet_ CACD 62

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 $150.00
Royalty: 1/5 Rental/Acre $1.00

Consideration
Recommended: < A(2 Date: & 21 -0+
Not Recommended:

Comments: Paid up rentals, except for the 4th year which will be $150.00 per acre.

7 Lease Form uf s

Recommended: {Qf[’l Date: 4/2 Y/D)’

Not Recommended:

Comments:

Louis Renaud, Deputy Commissioner Date: £ /o i |
Recommended: Ll

Not Recommended:

Bill Warnick, General Counsel Date: 7/ 9:/5--(
/

Recommended: /)
Not Recommended:

-
Larry Laine, Chief Clerk Date: L'(//J v «

Approved: - E ;L

Not Approved:

e missioner Date)g 4‘{0’ 05
-



File No. m%di__z___ /5
Aj A/ '/J il 3
Date Filed: é’; B—/:/-ﬂ%
Jerry \E. atérson, Commissioner
By




WILLIAM A, CHALFANT, CPI

June 23, 2005

Mr. Drew Reid

CHALFANT PROPERTIES, INC.

Ol & Glas Lrasing and Propentics
1502 NORTH BIG SPRING
P.O. BOX 3123
MIDLAND, TEXAS 79702-3123

TEXAS GENERAL LAND OFFICE

1700 North Congress Ave
Austin, TX 78701

RE: W106.67 acres of E/2 of Section 6, Block 57, Twp 3

T&P RR Co. Survey

Reeves County, Texas

Dear Mr. Reid:

Otc: (432) 6849819
Fax: (432) 682-2601

Email: bill@chaltantproperties.com

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

The terms are $152.00 per acre (including paid up rentals for the first two years) for a five year
paid up lease with 1/5th royalty. Year 4 to be paid at $151.00 per acre (including paid up rentals

for the 5" year)

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, 4
AANA AN A
L4 | — .

‘f*_léL&%gf%é;féﬁﬁgiif

William A. Chalfant, CPL

WAC/jkw
enclosures
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- L - - L
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LLIAM A. CHALFANT, CPL Ofc:(432) 684-9819
Fax: (432) 682-2601
E-mail: bill@chalfantproperties.com

CHALFANT PROPERTIES, INC.
Of & gas fea:ing and @'w/u-m'u
1502 NORTH BIG SPRING
P.O.BOX 3123
MIDLAND, TEXAS 79702-3123

August 1, 2005

Mr. Drew Reid
TEXAS GENERAL LAND OFFICE

s ", 1700 North Congress Ave.
L ]

Austin, TX 78701

LLLR]
l'!.-
. RE: W/1-6.67 ac of Ef2 of Section 6
HER AN Block 57, Twp 3, T&P RR Co Survey
e e Reeves County, Texas

Dear Mr. Reid:
Enclosed please find a certified copy of Oil and Gas Lease from the following:
1. Qil and Gas Lease dated June 13, 2005, from_The State of Texas, acting by and

through its agent, Jane Elkins Thompson, covering his interest in 35.5567 net
mineral acres in Section 6, Block 57, Twp3, T&P RR Co Survey. The State of Texas to

receive lease bonus payment of $2,702.31.
Also enclosed is a check in the amount of $2,827.31, including lease bonus payment and a
State filing fee of $125.00.
Should you have any questicns, please do not hesitate to call.

Sincerely,

,.414744%1445!::~;wff—---

William A. Chalfant, CPL

WAC/mkc
enclosures

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



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

CHALFANT PROPERTIES, INC.
Of & Gias Lrasing and Propertics
1502 NORTH BIG SPRING
P. 0. BOX 3123
MIDLAND, TEXAS 79702-3123

August 1, 2005

Mr. Drew Reid
TEXAS GENERAL LAND OFFICE
1700 North Congress Ave.

. Austin, TX 78701
"*..° RE: W/106.67 of E/2 of Sec 6
‘ecae® Block 57, Twp 3
¢ T&P RR Co Survey
E.:“. 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 13, 2005, from_The State of Texas, acting by and
hrough its agent, Doris Elkins Dixon, dealing in her sole and separate property,

covering his interest in 35.5567 net mineral acres in Section 6, Block 57, Twp 3, T&F RR
Co Survey. The State of Texas to receive lease bonus payment of $2,702.31.

Also enclosed is a check in the amount of $2,827.31, including lease bonus payment and a
State filing fee of $125.00.

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

Sincerely,

William A. Chalfant, CPL

WAC/mkc
enclosures

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



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

CHALFANT PROPERTIES, INC,
Ol & Clas .fzaan'ng and _(pwpsth'u
1502 NORTH BIG SPRING
P.O.BOX 3123
MIDLAND, TEXAS 79702-3123

August 1, 2005

Mr. Drew Reid

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

RE: W/106.67 of E/2 of Sec 6
Block 57, Twp 3
T&P RR Co Survey
Reeves County, Texas

Dear Mr. Reid:

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

1. Oil and Gas Lease dated June 13, 2005, from_The State of Texas, acting by and
h h_its agen leta Elkins Richardson, dealing in her sole and separate

property, covering his interest in 35.5567 net mineral acres in Section 6, Block 57, Twp RIN
3, T&P RR Co Survey. The State of Texas to receive lease bonus payment of $2,702.31. ** °

Also enclosed is a check in the amount of $2,827.31, including lease bonus payment and a » s

State filing fee of $125.00. *es’ 2
Should you have any questions, please do not hesitate to call. .::::.

L] ate
Sincerely, *ee” o

, 'MAMML\

William A. Chalfant, CPL

WAC/mkc
enclosures

AAPL’s FIRST INDEPENDENT LANDMAN OF THE YEAR 1998 - 1999
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CHALFANT PROPERTIES. INC. ©
LEASE BONUS CLEARING ACCéUN’T

432) 6849819
P.O BOX 3123
MIDLAND, TX T870%

TEXAS GENERAL LAND OFFICT

o 8/2/2005
‘.3.x‘?"’ ‘i
I'wo Thousand Fight Hundred F'wenty-Seven and 31/100%*+*#esssssssssssseddareesnans

I'EXAS GENERAL LAND OFFICE
1700 NORTH CONGRESS AVE
AUSTIN, TX 78701

3 -y P ’ A e i
Mairy Lease Bonus & State | iling Fee: W106.67 of E2 Sec 6. Bl y / [ 77—

/¥ { (i PP
[ P i~ -
— -3

WEST TEXAS NATIONAL BANK 6798

MIDLAND. TX 7970
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6789

WEST TEXAS NATIONAL BANK

CHALFANT PROPERTIES, INC. "3
LEASE BONUS CLEARING ACCOUNT (Y]
437) BR4-GR10 -

¥ BOX 31%
MIDLAND, TX 79702

TEXAS GENERAL LAND OFFICI
['wo Thousand Eight Hundred Twenty-Seven and 31/100

TEXAS GENERAL | AND OFFICH
1700 NORTH CONGRESS AVI

AUSTIN, TX 78701

TILL I TR R L LR Lty
/

_ 8/2/2005
a

¥**2.827.31

(R 20

g
7

W106.67 of E2 Sec 6, BIK g1 7./
Fr s e oy

Mamo Lecase Bonus & State Filing Fee
e

i
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OLLARS
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CHALFANT PROPERTIES, INC.v/  WEST TEXAS NATIONAL BANK 6788
LEASE BONl‘JS ueg;up_au ACCOUNT MIDLAND, TX 79701 -
;*;. ' e s »
TEXAS GENERAL LAND OFFICI WF2.827.3) oo

DOLLARS o LR
- LI

E e e

I'wo Thousand Eight Hundred Twenty-Seven and 31/100###4%essssssssesssrsspyessssss

ITEXAS GENERAL LAND OFFICI
1700 NORTH CONGRESS AVI

AUSTIN, TX 78701

,—4—--r"""‘—“:_— i

Lease Bonus & State Filing Fee: W106.67 of E2 Sec 6, BIK ] { .{ 4 i 2o
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Date Filed: 4 ﬁ{/ﬁa’d

Jerry E: erson, Commissioner

By




TEXAS GENERAL LAND OFFICI

JERRY PATTERSON, COMMISSIONER

June 22, 2006

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

Re: RELINQUISHMENT ACT LEASE No. M-105507
106.67 acres out of E/2 of Section 6, Blk. 57
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-105507. Please refer to this
number in all future correspondence concerning the lease.

Your remittance of $8,231.93, has been applied as the state's portion of the cash bonus $8,106.93
along with a processing and filing fee in the amount of $125.00. Please let me know if you should
have any questions.

Sincerely,

Dues t?uﬂ
Drew Reid B“ We—
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

winw.glo.state.mx.us



Dace Filed: /22700

Jerry E. }’g{@l éommissionef
\

By




Pos & Fees Paid|
USI?Sge .

|
UNITED STATES POSTAL SERVICE | | || | First-Class Mail |
Permit No. G-10

* Sender: Please print your name, addressQnd Z#&g @G box *®

i
<“ |
%, ' |
< |
|
KERRIE EUBANKS

TEXAS GENERAL LAND OFFICE

OA‘
PO BOX 12873 '*/}
AUSTIN TEXAS 78711 2873 S

1950




SENDER: COMPLETE THIS SECTION

m Complete items 1, 2, and 3. Also complete
item 4 if Restricted Delivery is desired.

B Print your name and address on the reverse
so that we can return the card to you.

| Attach this card to the back of the mailpiece,
or on the front if space permits.

1. Article Addressed to:

WILLIAM A CHALFANT
CHALFANT PROPERTIES
INCORPORATED

COMPLETE THIS SECTION ON DELIVERY

AT b O
[ U'L"" ’—1” ‘Q Dgzﬂr;ssee

C. Date of Deglivery

B, Received by ( Pyinthd figrme)
%5“64_'

D. Is delivery address different from item 17 L[] Yes

1502 NORTH BIG SPRING
MIDLAND TEXAS 79702 3123

If YES, enter delivery address below: 1 No
£
3 gwxce Type
Certified Mall [J Express Mail
[0 Registered O Return Receipt for Merchandise
O insured Mail [ C.OD.
4. Restricted Delivery? (Extra Fee) 0O Yes

2. Article Number
(Transfer from service labe)

7007 2560 0003 3539 bkbkO4

PS Form 381 1, February 2004

Domestic Return Receipt

102595-02-M-1540 |



007 2560 0003 3539 LLOY

U.S. Postal Service

CERTIFIED MAIL.. RECEIPT

(Domestic Mail Only; No Insurance Coverage Provided)

For delivery information visit our website at www.usps.com,,

Postage $
Certified Fee
_ Postmark
Retumn Receipt Fee He

(Endorsament Raquired

Restricted Delivery Fee

1
\
|
1

Endorsement Required) ‘

fotal Posiag WILLIAM A CHALFANT
CHALFANT PROPERTIES
wicizne- INCORPORATED

orPOBaxne. 1502 NORTH BIG SPRING

Giiy, Siaie. 2P MIDLAND TEXAS 79702 3123

PS Form 3800. Augus! 2006 See Reverse for Instructions



Certified Mail Provides: ' .

= A mailing receipt .
8 A unique identifier for your mallpiece
® A record of delivery kept by the Postal Service for two years

Important Reminders:
® Certified Mail may ONLY be combined with First-Class Maily or Priority Mails.
u Certified Mail is not available for any class of international mail.

s NO INSURANCE COVERAGE IS PROVIDED with Certified Mail. For
valuables, please consider Insured or Registered Mail.

- Foranaddﬂonaifoe a Mmﬂmptmaybomqmniod chdapmorof
delivery. To obtain Return Receipt service, please complete attach a Retum
Hacatp((PSFonnaaﬂ)munaMcleandaddappllabh mcomme
Endorse mailpiece "Retum Receipt Requested”. To receive a foe
udup;leuéam return receipt, a USPSgy postmark on your Certified Mail rococp(ls
requi
® For an additional fee, delivery may be restricted to the addressee or
addressee's authorized agent. Advise the clerk or mark the mailpiece with the
endorsement "Restricted Delivery”,

m If a postmark on the Certified Mail receipt is desired, rﬂleasa present the arti-
cle at the post office for postmarking. If a postmark on the Certified Mail

receipt is not needed, detach and affix label with postage and mail.

IMPORTANT: Save this receipt and present it when making an inquiry.
PS Form 3800, August 2006 (Reverse) PSN 7530-02-000-9047




TEXAS

GENERAL LAND OFFICE

d

August 29, 2008 Certified Mail # 7007 2560 0003 3539 6604

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

RE:  MF-105507
106.67 acres out of E/2 of Section 6, Block 57
Reeves County, Texas

Dear Mr Chalfant:

Our records indicate that the captioned lease has terminated for failure to pay the delay rental due
June 13, 2008.

Any well on these tracts should be plugged and abandoned in accordance with Railroad
Commission Rules and Regulations. The General Land Office will actively oppose any action to
avoid or postpone compliance with these requirements.

If you have any questions regarding this assessment you may contact me at 512-475-1579.

Sincerely,

| W 9

Kerrie Eubanks

Mineral Leasing, Energy Resources
Phone: (512) 475-1579

Fax: (512) 475-1543

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

JERRY PATTERSON, COMMISSIONER



File No. m{g 10660q

b AT gwm,

D;te Filed:{ f/g i

Je @Panerson, Commissioner
By %y
L
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; CHESAPEAKE OPERATING, INC. PO.BOX 18&9@ .bKLﬂHM CITY, OK 73154
'- = -
LEASE OBLIGATION DEPOSIT RECEIPT
WE HAVE THIS DAY ApRIL 3, 2008 TENDERED TO
COMMISSIONER OF THE GENERAL LAND
THE SUM OF $2,684.53 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
6/13/2008 TO 6/13/2010 COVERING LESSOR'S INTEREST IN LAND DESCRIBED AS:
Survey: T&P RR  Block/Suffix; 57 Section: 6 Short Desc: T&PR SVY, T3, BLK 57, SEC 6, E2
AYMENT OPTION TO EXTEND
EASENUMBER  1x2330012-001 LEASE DATE:  6/13/2005 PROSPECT:  pixiE LAND
ECORDED: BOOK 705 PAGE gg,  ENTRYNUMBER: 4445 COUNTY/PARISH  peeves STATE ¢
JR CREDIT OF: AMOUNT
017397 COMMISSIONER OF THE GENERAL LAND
OFFICE OF THE STATE OF TEXAS Acct: 2.684.53
STEPHEN F. AUSTIN BUILDING 1/2 $5369.06 FOR ADDITIONAL 2 YRS
1700 NORTH CONGRESS, SUITE 600
AUSTIN, TX 78701
w-‘/ﬁ«—gﬂ)r’[ﬁ)‘ D
( 3 of 1'UIN
YOUR RECORDS
IMPORTANT Subtotal ) 64 53
& attached check s for the person(s) named above. Please date, sign BANK SERVICE o
d return the attached receipts on the day you receive it. If directed to a Date Received PaFat -t TRV CHARGE §
nk, please deposit the amount to the credit of the person(s) named CUNT I'UR 0.00
ove and date, sign and return the receipt on the day you receive It. If Sign Here MOLHD D EAORIG Grand Total 2684.53
rrespondence required, please make reference to lease number. ; \ S B R,
By Check No. 33741




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

WE HAVE THIS DAY APRIL 3, 2008 TENDERED TO

COMMISSIONER OF THE GENERAL LAND
THE SUM OF $2,684.53 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
6132008 TO  eM32010 COVERING LESSOR'S INTEREST IN LAND DESCRIBED AS:

- -
Survey: T&P RR  Block/Suffix: 57 Township: 3 Section: 6 Short Desc: T&PR SVY, T3, BLK 57, SEC. 6, E2 SAnse
tane
-
asee
L
LA LR ]
..t. ..
-s »
- L
s @
WMENT OPTION TO EXTEND
ZASE NUMBER TX2330007-002 LEASE DATE:  6/13/2005 PROSPECT:  DIXIE LAND
ZCORDED: BOOK 706 PAGE 455 ENTRY NUMBER:  3p28 COUNTY/PARISH REEVES STATE 71y
)R CREDIT OF: AMOUNT
017397 COMMISSIONER OF THE GENERAL LAND
OFFICE OF THE STATE OF TEXAS Acct: 2,684.53
STEPHEN F. AUSTIN BUILDING 1/2 $5369.06 FOR ADDITIONAL 2 YRS
1700 NORTH CONGRESS, SUITE 600
AUSTIN, TX 78701
-)0550/T(( )  COPYFOR
m ]035 L ( ) \VLa% y Y rAADNMHCO
IMPORTANT Sy S—
@ attached check is for the person(s) named above. Please date, sign BANK SERVICE
4 return the attached receipts on the day you receive it. If directed to a Date Received ("{ DY DAD CHARGE § 0.00
nk, please deposit the amount to the credit of the person(s) named ke L) 2
ove and date, sign and return the receipt on the day you receive it. I Sign Here OLID DEAAD MO Grand Total 2,684.53
Tespondence required, please make reference to lease number. B AR S AN !
By Check No. 33728




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

| LEASE OBLIGATION DEPOSIT RECEIPT
WE HAVE THIS DAY APRIL 3, 2008 TENDERED TO
COMMISSIONER OF THE GENERAL LAND
THE SUM OF $2,684.53 DOLLARS FOR THE CREDIT OF PARTY OR PARTIES NAMED BELOW esse
IN AMOUNT STATED PURSUANT TO THE TERMS OF THE LEASE IDENTIFIED HEREIN, FOR THE PERIOD FROM -
6/13/2008 TO 6/13/2010 COVERING LESSOR'S INTEREST IN LAND DESCRIBED AS: . “
Survey: T&P RR  Block/Suffix: 57 Township: 3 Section: 6 Short Desc: E/2 OF SEC 6, BLK 57, T&PR SURVEY o TR
:.. -
LR L]
-
LA LR
LR L] ..
. #
L
\YMENT  OpTION TO EXTEND
ZASE NUMBER TX2330007-001 LEASE DATE:  g/13/2005 PROSPECT:  pIXIE LAND
ZCORDED: BOOK 708 PAGE 485 ENTRY NUMBER: 1509 COUNTY/PARISH peeves STATE 1y
JR CREDIT OF: AMOUNT
017397 COMMISSIONER OF THE GENERAL LAND
OFFICE OF THE STATE OF TEXAS Acct: 2.684.53
STEPHEN F. AUSTIN BUILDING 1/2 $5369.06 FOR ADDITIONAL 2 YRS
1700 NORTH CONGRESS, SUITE 600
AUSTIN, TX 78701
4)"/05’50 "1(6) N—
' COPY FOR
'CORDS
IMPORTANT Subtotal 2684.53
o attached check is for the person(s) named above. Please date, sign COPY FOR BANK SERVICE o
d return the attached receipts on the day you receive It. If directed to a Date Received . 42" CHARGE §
nk, please deposit the amount to the credit of the parson(s) named ] 2 T-¢ v 0.00
ove and date, sign and return the receipt on the day you recelve It. It Sign Here J Grand Total 2 684.53
rrespondence required, please make reference o lease number. ¥ .
By Chack Ne. 33727







Postage & Fees Paid

UNITED STATES POSTAL SERVICE First-Class Mall |
USPS |

Permit No. G-10 |

|

* Sender: Please print your name, address a nd ZIP R/IE s box *

KERRIE EUBANKS -~ 9 9 2008 |
TEXAS GENERAL LAND OFFICE |
PO BOX 12873 GENERAL LAND OFFICE

AUSTIN TEXAS 78711 2873

MF109%07]
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SENDER: COMPLETE THIS SECTION COMPLETE THIS SECTION ON DELIVERY

® Complete items 1, 2, and 3. Also complete
itemn 4 if Restricted Delivery is desired.

. 'Agent

B Print your name and address on the reverse dressee
so that we can return the card to you.

B Attach this card to the back of the mailpiece,
or on the front if space permits.

ﬂred by ( Printed Name) C Date of Dehvary

tamloridl | 925 ¢4

D.Is Oelsvery address different from tem 17 O Yes'-/
If YES, enter delivery address below: [0 No

1. Article Addressed to:

WILLIAM A CHALFANT
CHALFANT PROPERTIES

INCORPORATED L
1502 NORTH BIG SPRING 3, ice Type
MIDLAND TEXAS 79702 3123 Certified Mail [ Express Mail

[ Registered [0 Retum Receipt for Merchandise
O insured Mail [0 C.O.D.

4. Restricted Delivery? (Extra Fee) O Yes

2. Article Number

(Tansfer fromservicelabep) ¢ 007 0710 0000 5379 2053

PS Form 3811, February 2004 Domestic Return Receipt 102595-02-M-1540




7007 0710 00DOO 5379 2053

U.S. Postal Service w

CERTIFIED MAIL.. RECEIPT
(Domestic Mail Only; No Insurance Coverage Provided)

For delivery information visit our website at www.usps.comg

i

Postage

Cantified Fee
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GENERAL LAND OFFICE

JERRY PATTERSON, COMMISSIONER

T XAS

September 23, 2008 Certified Mail # 7007 0710 0000 5379 2053

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

RE: MF-105507
106.67 acres out of E/2 of Section 6, Block 57
- Reeves County, Texas

Dear Mr. Chalfant:

A letter indicating this lease had terminated for failure to pay the delay rental due on June 13,
2008 was sent from our office on August 29, 2008. We recently found that payments that were
submitted to our office for these rentals were misapplied to the incorrect lease. The payments
have now been correctly applied and this lease remains in good standing. In the future, please
make sure to include the mineral file number on the check when submitting payments.

We apologize for any inconvenience that this may have caused. Please feel free to contact me
with any questions at 512-475-1579.

Sincerely,

Kerrie Eubanks

Mineral Leasing, Energy Resources
Phone: (512) 475-1579

Fax: (512) 475-1543

Stephen F. Austin Building * 1700 North Congress Avenue * Austin, Texas 78701-1495
Post Office Box 128973 * Austin, Texas 78711-2873
512-463-5001 « 800-998-4GLO

www.glo.state.tx.us
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Date Filed: _4 7,3 09

Jerry% Eﬁerson, Commissioner
By A



FILE# 3145

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

THIS AGREEMENT is made and entered into this 13th day of JUNE, 2005, between the State of Texas, acting by and through its agent, JANE
| ELKINS THOMPSON, care of 1318 CR 20, TULIA, TX 79088 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

I. GRANTING CLAUSE For and in d of the stated below and of the covenants and agreements 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 drﬂim| for and producing oil and gas, laying pipe lines, building tanks, storing oil and building power stations,
telephone lines and other str to produce, save, take care of, treat and transport said products of the lease, the followng lands situated in
REEVES County, State of Texas, to-wit

West 106.67 ncres of the East Half of Section 6, Block 57, Township 3, T&P RR. Co, Survey.

containing 106.67 acres, more or less  The bonus consideration paid for this lease is as follows

To the State of Texas: Two Thousand Seven Hundred Two and 31/100

Dollars (§ 2,702.31)
To the owner of the soil: Two Thousand Seven Hundred Two and 31/100
Dollars (§ 2.702.31)
Total bonus consideration: Five Thousand Four Hundred Four and 62/100
Dollars (§ 5,404.62)
The total banus ideration paid rep a bonus of One Hundred Filty-Two  Dollars ($152.00) per acre, on 35,5567 net acres

|
|
2. TERM. Subject to the other provisions in this lease, this lease shall be for & term of Five (5) years from this date (herein called "primary
term”) and as long thereafter as oil and gas, or either 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 Ifmwulibnwmnmndmﬂuludmiumube!m!m([)ymhmmudnc,thuIem:hulltwmmue.
unless on or before such anniversary date Lessce 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, at , or its successors (which shall continue as the depository regardiess 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
followmg amounts

To the owner of the soil

Dollars (. )
To the State of Texas

Dollars ($ )
Total Rental

Dollars ($ )

In a like manner and upon like payments or tenders annually, the commencement of a well may be further deferred for successive periods of one (1) year
each during the primary term. All payments or tenders of rental 1o the owner of the soil may be made by check or sight drafi of Lessee, or any assignee of
this lease, and may be delivered on or hefore the rental paying date. If the bank designated in this paragraph (or its successor bank) should cease 1o exist,
suspend business, liquidate, fail or be succeeded by another bank, or for any reason fail or refuse to accept rental, Lessee shall not be held in default for
failure to make such payments or tenders of rental until thirty (30) days after the owner of the soil shall deliver 1o Lessee a proper recordable instrument
naming another hank as agent to receive such payments or tenders

True and Correct
copy of
Original filed in
Reaves County
. . e - - Clerks Office
. L ) . . »
.-o : : . ..- . ‘o
.': ‘.. ll: ...
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4. PRODUCTION ROYALTIES. l.'lpm won of ol and/or gas, Lessee agrees 10 pay of cause 1o be paid onc-half (172) of the royalty
provided for in this lease o the Commissioner ol m Land Office of the State of Texas, st Austin’ Texas, and one-half (1/2) of such royalty 10 the
owner of the soil

(AJOILRoynllypuyahlemod.whtd:u“‘ d as including all hydrocarbons produced i a liquid form at the mouth of the well and also as all
condensate, distillate, and other liquid b drocirmmodhmotlulu through @ separator or other equipment, as hereinafler provided, shall be
1/5th mofd&pwpmdnﬂmahmu thereof, at the option of the owner of the soil or the Commissioner of the
1 ld:ymhms e w:lm?e ?:‘mmﬂynmm ﬁ':ld Pmm 'I%"Mﬁ?}pﬂhm k ﬂ?‘r‘r’ ?ah"

respectively, of a like type and gravit aren un, o markel price offered o
p?lﬂnmewﬁ-u where produced and when run, g)ﬂ:mm of the sale thereof, whichever is the greater. Lessee agrees that before any gas
produced from the leased premises is sold, unedocpmneud a plant, it will be run heofmmﬂnroynltyomﬂmﬂam.ﬂmz oil and gas
wpmofmmﬁmdmwuhwmmulemuem:mlmm liquid hydrocarbons recoverable from the gas by such means will be
recovered. The requirement
conditions as t hey prescribe

B) NONPRDCBSSEDGASR alt n flared gas), which is defined as all hydr b not defined

as oil in ( oy y mﬁgl{udd&ﬂkupuﬁtwdedhumm”ﬂywwwmu\inl I for the extraction of

gasoline, liquid hydrocarbons m} ‘2& part of the gross production or the market value thereof, at the
up(mofllumolgl:wuwu ol‘:nd e v;l.:mb:rw?‘mmm:tq mdnroﬂuodfwm:‘f
comparable in the general area where produced and when run, or or o 10 the producer, whichever is the greater, provi

| umrﬂmﬂ mmmm’muxmmumwlm-m,mmues pamzmmdum.nndthemmhdhm
m«nmmulwy(w)w cormection 10 be made for pressure according 1o Boyle's Law, and for specific gravily according to tests

‘ by the Mabodabylhcmuslwuwdmﬂhodoflulm;beﬂmvdbythemdmu’yulhumofmmg

‘ (C) PROCESSED GAS Rnynuyuuys- ocessed i a gasoline or other plant for the recovery of ine or other hquid hydrocarbons
shall be &mmwhwwhytwgwemmdu value thereol, at the option of the
owner o soil wthCmmmofdquﬂLmefﬁuwmmﬁimmﬂihb-dmmwpumumnﬁmmdpl.ml

| production of residue gas ol ‘&mdmle-:.unluﬂlyp«muo%)wmupﬂmlumgwusue.whm:smm
of&chMMmoflnﬁ;&Wmem from this lease; provided that if liquid hydrocarbons are recovered from

ﬁu processed in a plant in which (ulupmmdmwlfgm)ummmmﬁmwmkmlmdhymwk
yrum(&ﬂ%)wmlhlm cent accruuig 1o a third party processing gas through such plant under a processing agreement negotiated at arm's length

(or if there is no such third :f:eu mulhmbmnpeuﬂedmmh. mmuummmmmy)nmmumepuam

lwfuylhlﬂmmdln[‘ on liquid hydrocarbons shall be brl ) the highest market price paid or offered for any gas (or hiquid

) off -N:qn.llynlh-wuularu,urnthpmptupuiuo for such residue gas (or the weighted average gross sclling price

for the respective of liquid hydrocarbons), whichever is the greater In no event, however, shall the royalties payable under this paragraph be less than
the royalties whi wwldhanbemdummc;unmhmpmcnnd

| (D) OTHER PRODUCTS. Royalty on carbon black, sulphur or any other duced or fi d fm’:‘nn ( pung liquid
| hydrocarbons) whether said gas be "casinghead,” “dry”, or any other by hcmnmn;. bunun; or any other processing be

: E)mof:heympm&mmofwdipmdum.uﬂumunhnelln:rwﬂLh:upcmum:omofuwmdurunCnmhsmnrm encral Land

[Tice, such market value to be determined as follows: 1) on the basis of the hi market price of cach product for the same month in which such product is

produced, or 2) on the basis of the average gross sale price of each product for the same month in which such products are produced, whichever is the greater

| 5. MINIMUM ROYALTY. During any year after the expiration of the primary term of this lease, 1l this lease is maintaned by production, the
royalties paid under this lease in no event shall be less than an amount equal W the total annual delay rental herein provided, otherwise, there | be due and
plylhkmorhelhulhehndayofﬂnnmﬂnmodqﬂumvuwydﬂaonhulmasmcqulwuu annual rental less the amount of royalties

paid during the preceding year. If Paragraph 3 of this lease does not specify a delay rental amount then for the purposes of this paragraph, the delay rental
Mbemdnlht(tl 00) per acre,

| 6. ROYALTYmmND.NuwMuguyuhummmmuhlu. any lime of ffom time to time, the owner of the soil or the
Ci 1S5 of the G | Land Office may, at the option of cither, upon not less than sixty (60) days notice to the holder of the lease, ire that the
Wﬂmy altics accruing to such royalty owner under this lease be made in kind. Theomoﬁh:ml‘lulhe(‘mmmofﬂn al Land

'xngﬂlnﬂ:hmyﬂlynkndﬂuﬂmdmnnhammeomo[ﬂn soil's or the Commissioner of the General Land Office’s rights or Lessee's
obligations, whether express or implied, under this lease

- 7. NODEDUCTIONS. Lessee agrees that all r numquduhhhu:ﬂucwﬂmucpﬂ-kmdjmﬂw-hﬂudﬁdmmbw
cost of producing, gathering, storing, separaling, treating, compressing, processing, transporting, and otherwise mg the oil, gas and other
hﬂum&rﬂdyfunleaml.mulﬂaawm pay royalties on the gross value received, including any rew for severance
lnmandpmduamulnedm‘

such gas be run through a separator or other equipment may be waived in writing by the royalty owners upon such terms and

PLANT FUEL AND RECYCLED GAS. NomyuhyMumwkmmywumywm-lm\wwmm‘ofmyfucl
used o rocul hereunder i any ing plant. Nowwithstanding any other provision of this lease, and subject o0 the written consent of the
owuaofl.hem lh:Com-moﬂthmetﬂu Lessee may recycle gas for gas Lift purposes on the leased premises or for injection mnto
myoduluptmgrmmnm ing the leased premises after the liquid hydrocarbons contained in the gas have been removed, no royalties shall be
payable on the recycled gas unul it is uced 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 10 the Commissioner of the General Land Office at
Austin, Texas, in the following manner

Payment of royalty on production of od and gas shall be as provided in the rules set forth  the Texas Register. Rules currently provide that
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 uction, and
royalty on gas is due and must be received in the General Land Office on or before the ISlhdnl’mtbcm”thwmedmuwmhofprﬁuum.
| accompanied by the aflidavit of the owner, manager or other authorzed agent, completed in the and manner prescribed by the General Land Office and

showing the gross amount and disposition of all oil and gas produced and the market value of the oil and gas, together with a copy of all documents, records
or reports confirming the gross production, disposition

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




and market value including gas meter readings, pipeline receipts, gas line receipts and other checks or memorands of amount produced and put into pipelines, tanks, or
pools and gas lines or gas storage, and any other reports of records which the Gieneral Land Office may require to venify the gross production. disposition and market
value In all cases the suthority of & manager or agent to act for the Lessee herein must be filed in the Gieneral Land Office. Each royalty payment shall be accompanied
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 Lessee pays his royalty on or before thirty (30) duys afler the royalty payment was due, then Lessce owes o penalty of 5% on the royalty or $25 00, whichever
1§ greater. A royalty payment which is over tharty (10) days late shall sccrue a penalty of 10% of the royalty due or 325 00 whichever w grester In addition 1o a penalty.
royalties shall accrue interest af o mte 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 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 to be paid as prescribed by the due date provided
herein. Payment of the delinquency penalty shall in no way operate 1o prohibit the State’s right of forfeiture as provided by law nor act to 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 or to that portion of the royalty
in dispute as to fair market value

10, (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shall annually farnish the Commissioner of the Genersl Land Office with its best
possible cstimate 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

hmldur d and all subseq agr and dments 1o such contracts within thirty (30) days after entering into or making such contracts, agreements or
Such and when recel ‘wlhﬂmllwmhltuwmmﬂdnubylh(ienwnll.smoﬂluunlulom&
authorized by Lessec Allmmnmmmlmmiummm jon, sale and marketing of the oil and gas produced on said premises,

including the books and accounts, receipts and discharges of all wells, Ms,pnoh.muipiplimhlludlu‘muheubjmro inspection and examination by
the Caommissioner of the General Land Office, the Antorney General, the Governor, or the representative of any of them

(B) PERMITS, DRILLING RECORDS. Wrn_-nuoflllmmulhh-dnﬂh bmitted o the C of the General Land
Office by Lessee or operator five (5) days before spud date, work . re-entry, ¥ or plug and abandonment of any well or wells. Such written
notice to the General Land Office shall include copies of Railroad C Vs fmuhr li wmncwof-amwammumm
reports shall be supplied 1o the General Land OfTice at the time they are filed with the Texas Railroad C jon. All jons, permits, reports or other filings that
ruhrm&nla-nruyqndkudlmmmm-annmnmTmbﬂrndewnymmm“
include the word “State” llthlMo.ﬂy- d with Railroad C isslon rules, any signage on the leased premises for the purpose of identifying
ulln.lui‘ or other e whlndnllinlnduduhwd‘sm Lessee shall supply the General Land Office with any records,
reports, g8 and cores, or other | lative to the op of the above-described premises, which may be requested by the
Uellﬂlll.lndomu.h%hmmmuMmﬁh,Lmshllhwnekﬂﬁdu&mmmmmuwmmhav-hohmmm
the hase of the surface casing 10 the total depth of well, of all wells drilled on the above described pr and shall it 8 true copy of the log of each survey on
each well 1o the General Land Office within fificen (15) days after the making of suid survey

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

1. DRY HOLECESSATION 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 therean, or if during the primary term hereof and afer the discovery and actual 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 complation of said dry hole or ion of production Lessce additional drilling or reworking operations thercon, or pays or tenders the next
mlwmlmlummnwmlnhumIl'm;mhﬂy-rofllnmmmnuwuhnmty(mlty-mmIhareln-dryhokh

lcted 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 farther operations until
hw&uwdhmmuﬂifLmhmMMHmﬂwhlhnmoﬂkm term, Lessee may maintain this lease
by conducting additional drilling or rework 1o Paragraph 1), using the expiration of the primary term as the date of cessation of production under
Paragraph 13, sln-ldlhhudlulnyMdiﬂ“nmmmwhwuldw«dlwpwdlwhulhmmmbwwf
Lessee may resume payment of the annual rental in the same manner as provided herein on of 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 lease shall ipso facto terminate |f at the expiration of the
primary term of any time thereafter a shut-in 01l of 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, at the expimtion of the primary term, neither oil nor gas is being
produced on said land, but Lessee is then engaged in drilling or reworking operations thereon, this lease shall remain in force so long as operations on said well or for
drilling or reworking of any additional well are prosecuted in good faith and in workmanlike manner without interruptions totaling more than sixty (60) days during any
one such operation. and if they result in the production of oil and/or gas, so long thereafler as oil and/or gas is produced in paying quantities from said land, or payment
of shut-in oil or gas well ies or y toyalties is made as provided in this lease

13, CESSATION, DRILLING, AND REWORKING. I, after the expiration of the primary term, production of oil or gas from the leased premises, after
once obtained, should cease from any cause, this lcase shall not terminate (f Lessee commences additional drilling or reworking operations within sixty (60) days after
such cessation, and this lcase shall remain in full force and effect for so long as such operations continue in good faith snd in workmanlike manner without interruptions
totaling more than sixty (60) days |1 such drilling or reworking 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 ¢ in paying quantities or payment of shut-in oil or gas well royalties or payment of compensatory royalties is made as
provided herein or as provided by law 1 the dnilling or reworking operations result in the completion of & well as & dry hole, the lease will not terminate if the Lessec
commences additional drilling or reworking operations within sixty (60) days afler the completion of the well as a dry hole, and this lease shall remain in effect so long
s Lessee i drilling or rking operations in good faith and in 8 workmanlike without r ling more than sixty (60) days. Lessce 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
Junisdiction over the production of oil and gas [, wt any time afler the expiration of the primary term of & lease that until being shut in, was being maintained in
fwmlndlml wdl capable of producing oil or gas in paying quantitics is located on the leased premises, but oil or gas is not being produced for lack of
i or lack of & suitable market, then Lessee may pay as a shut-in oil or gas royalty an smount equal to double the annual rental provided in
&eluse.hnnuleuﬂunsuw-ymhndo well capable of producing oil or gas in paying quantitics. |f 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 (31 00) per acre. To be effective, each initil shut-in o0il or gas royalty

True and Correct
copy of
Original filed in
Reaves County
Clarks Office
:. . :u . :O . . - .
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mu:lbupudoaotbel'nrﬂ:[I)m:xpnlmu[ﬂuprumrywmu]wtyllnﬂluI..ouummlopmducuullmwﬁm1hwwmﬂu(1)whyilﬂw
Lmnwmﬂuuutﬂhn;umwuﬁhgmmmmmmmmum;wucheverdmhmu Such payment shall be made one-half (1/2) 1o the
Commissioner of the General Land Office and one-half (1/2) 10 the owner of the soil 11 the shut-in oil or gas royalty is paid, the lease shall be considered 1o be a
pmhch.lﬂcudlhcmmlIhlllmudMwmofﬂuimhlp‘bﬂol’mywmmnndoflhpuiu.ryldm.ufmm\h first day of the month
following the month in which production ceased, and, after that, if no bie prod 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 of before the expiration of cach 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, vil or gas is sold and
&h’vmll'-pnyiqqu-l'm’ululuwdlInuladﬁmth(IM)hofhmmwmﬁwinlht-nnnducumi.ununycn:
‘-Mmhmlhnlhllnwm‘ummimuhel-uwumlhhl-inulummyu!lyd-llm.utuhuﬂlmcﬁmntimh:
remainder of the year for which the royalty has been paid The Lessee may maintain the lease for four more successive years by Lessce paying compensatory royalty st
h-mnympwiduliutklnnnﬂhmtuvﬂneolmmuﬂmmumudﬂkmummpm;mvwm
within one thousand (1,000) feet of the leased premises The compensatory royalty is to be paid monthly, one-half (172) to the Commissioner of the General Land
Office and one-half (172) to the owner of the soil, beginning on o before the last day of the month following the month in which the oil or gas is produced from the well

ing the drainage o that is completed in the same producing reservoir and located within one thousand (1,000) feet of the Icased premises. [f the comp Y
my-hypidunyl!-mwthpu-indiniaumlauhnMluulM-inoﬂnf|urnyllly.Le-n:h!Ipynmmhlhdirh-eemmmlh’ny(]m
days from the end of the 12-month period. Comp y royalty pay which are not timely paid will sccrue penalty and interest in accordance with Paragraph 9 of
this lease. None of these provisions will relieve Lessee of the obligation of reasonable development nor the obligation to drill offsct wells as provided in Texas Natural
Resources Code 52.173; however, at the d ination of the C i and with the C @ er's written approval, the payment of compensatory royalties can
satisfy the obligation to drill offset wells

16. RETAINED ACREAGE. Notwithstanding any provision of this lease to the contrary, after a well producing or capable of producing oil or gas has
hunconvkndunﬂnlmm.menmhlkdﬂlmdamNypudmop-mxhﬂlunﬂmwwlumlhnmyh

reasonably necessary for the proper development of the leased premises and in marketing the production thercon

{A) VERTICAL- In the event this lease is in force and effect two (2) years afler the expuration date of the primary or extended term it shall then terminaic
umlllnl'thl-nipmmim,EXCEPT[l)lﬂmmmm'-doﬂwdlqn&ufm&;hpyﬂmﬂhuﬁl!ﬂmmwﬂuuﬂnmudl
pable of producing in paying g (including & shut-in oil or gas well as provided in Paragraph 14 hereof), or & well upon which Lessce is then engaged in
continuous drilling or reworking operati of (2) the ber of scres included in a producing pooled unit pursuant to Texas Natural Resources Code 52 151-52.153,
or (3) such greater or lesser number of acres as may then be allocated for product wap unit for cach such producing well under the rules and
gul of the Railroad C of Texas, o any successor agency, of other g | authority having jurisdi If ut any time afler the cffective date of
&lwﬁdmmvwhmtﬁcwﬁdﬂnduucchnpdmlhwﬁluMlhﬂlﬁmutldlwﬁdmulwum'cumh
allocated to said well or wells for production purposes, this lease shall thereupon as toall ge not thereafler all d o said well or wells for production
purposes. Notwithstanding the terminati of this lease as to a portion of the lands covered hereby, Lessee shall nevertheless continue to have the right of ingress 1o and
egress from the lands still subject 10 this lease for all purposes described in Paragraph | hereof|, tog her with nts and rights-of-way for existing roads, existing
pipelines and other existing facilities on, over and across all the lands described in Pargraph | hereof ("the retained lands”), for access to and from the retained lands
and for the gathering or transportation of oil, gas and other minerals produced from the ed lands

(B) HORIZONTAL . In the event this leaso is in force and effiect two (2) years after the expiration date of the primary or extended term it shall further
terminate as 1o all depths below 100 feet below the total depth drilled (hereinafier "decper depths™) in cach well located on acreage retained in Purags ph 16 (A) above,
unless on o before two (2) years after the primary or extended term Lessee pays an amount equal to one-half (1/2) of the bonus oniginally paid as ideration for this
qu(aupmﬂniu’qclheuolllfmhminptd.thhlunhllh-hwwehuwmwm.ldnﬂmnmﬂlhwlydﬁlu
ukﬁl.lc-ly-iodonwo(])y-nudnlwlwunhudiwpuwoﬁodmpywquﬂl‘um-:hdnq)-dmhwmdbylhhlun

(C) IDENTIFICATION AND FILING The surface acreage retained hereunder as to cach well shall, as nearly as practical, be in the form of a square with
the well located in the center thereof, or such other shape as may be approved by the C nas of the General Land Office. Within thirty (30) days after partial
muiuﬁcnoflhblﬂuuwvvihdhm.Lmud-llenmudmdudn-urd-nmmnmmlqnldummunnnhwunlndfmdeuhs
not o b der. The ded relcase, of & centified copy of same, shall be filed in the Geaeral Land Office, accompanicd by the filing fee prescribed by the
General Land Office rules in effect on the date the release is filed. I Lessee fails or refuses 10 exccute and record such release or relcases within ninety (90) days afes
being requested 1o do so by the General Land Office, then the C i at his sole d jon may designate by written instrument the acreage and/or depths w be
released hereunder and record such instrument st Lessce’s expense in the county or counties where the lease is located and in the official records of the Genernl Land
Office and such designation shall be binding upon Lessee for all purposes.

17. OFFSET WELLS. Neither the bonus, deluy rentals, nor royalties paid, or 10 be paid, under this lease shall relieve Lessee of his obligation w protect
the oil and gas under the above-described land from being drained. Lessee, subl iwer 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 1o a depth Y 10 pr undue drainage of oil and gas from the loased premiscs, In addition, if
oﬂlnduwimldhwmdlnwmhlwﬁumI.DO(IMufhhdwﬁmuhmmmmwmubdqdmindby
mahnufoilup:.duLnu.uHmrwdwuuhqwhmduflhlﬂmmlhnhMtnmm&iulagofnwlnrmmmh
luudplmmwhhhimaynﬂ-mndm‘l‘n;welluwdluuﬁewdlorwdhmaplﬂdwihinlmnﬁanfmelnml,_ ises start producing in |
Mhmmwmmﬂmmww.htlunm-ﬁsﬁ:hmynl‘huouimuyuumnnluumbewwolﬂwwd'sm
:i;-mmm‘myupnmmu-ﬁmurmcmnruomwmwm-mmwnymmmdmm
royalty under applicabl Yy par s satisfy the obligation to drill an offset well or wells required under this p ph

18, FORCE MAJEURE. Itlhlwﬁﬁmmuwm:ﬁ#ym'-nmumumdnedmnnlu[lhuhnn.fmm

ducting drilling op nn!hcl-sdpun’na.orlmptoﬁcmoilaplmmwmlhmofw.rﬂh.mﬂu.mafwa

mvﬂiﬂuh,mkmrmlumol’.wm-ﬂuiy.ManMLuﬁnnﬂhﬂthyﬁhnﬁmmhﬂhwmm

Mwhliﬂehwﬁuhmwtoeoudym-dmlﬂdimﬂy.wmﬂlhwwmelmhmw-nyndncnu.lnm

conducting drilling and rework ing operations or from produ ‘_dlamﬁm!helusdmthva.mhqinﬁbpw-phduﬂmmdduu,mﬂ
chhymmlninudu\nuumnlhuluuinaﬁnﬂduduthmylamhlbeMocofnuhtillm.m-- vk P of prod of oil of gas
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19 WARRANTY CLAUSE. The owner of the soil warrants and agrees to defend tide to the leased promises. 11 the owner of the soil defaulis 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 or other liens on the
leased premises. |1 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 sol.

20, (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the soil owns less than the entire undivided surface estate in the above described
land, whether or not Lessee’s interest is specified hercin, then the royalties and rental herein provided to be paid to the owner of the soil shall be paid 1o him in the
proportion which his bears to the entire undivided surface estate and the royalties and rental herein provided to be paid 1o the Commissioner of the General
Land Office of the State of Texas shall be likewise proportionately reduced However, before Lessee adjusts the royalty or rental due w the Commissioner of the
General Land Office, Lessee of his authorized representative must submit to the Commissioner of the General Land Office a written statement which explains the
discrepancy between the interest 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 proportionste development and production cost
allocable to such undivided interest. However, in no event shall the Commissioner of the General Land Office receive as 8 royalty on the gross production allocable 1o
the undivided interest not leased an amount less than the value of one-sixteenth (1/16) of such gross production.

(B) REDUCTION OF PAYMENTS. I, during the primary term, s portion of the land covered by this lease is included within the boundaries of &
pooled unit that has heen 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
time after the expiration of the primary term or the extended term, this lease covers a lesser number of acres than the total amount described herein, payments that are
made on a per acre basis h der shall be reduced rding to the ber of acres pooled, released, surrendered, or otherwise severed, so that payments determined
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 m pooled unit, or,
if after the expirntion of the primary term, the number of acres actually retnined and coveted by this lease

21. USE OF WATER. Lessoe 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 awner of the soil; provided, however, Lessee shall not use potable water or water suitable for livestock or irrigation 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 damages caused by its operations to all
livestock and crops on said land.

P | property. impr

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 amy 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 to prevent pollution. Without limiting the
foregoing, pollution of coastal wetland; natural waterways, rivers and impounded water shall be prevented by the use of containment facilities sufficient to, prevent
spillage, secpage or ground water contamination. In the event of pollution, Lessee shall use all means at its disposal to recapture all ped hydrocarbons or other
pollutant and shall be responsible for all damage to public and private propertics. Lessce shall build and maintain fences around its slush, sump, and drainage pits and
tank baticrics so as o protect livestock against loss, damage of injury, and upon completion or shandonment 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 premises, keep said p free
of all rubbish, cans, bottles, paper cups or garbage, and upon completion of operations shall restore the surface of the land 1o as near its original condition and contours
as is practicable. Tanks and equip will be kept painted and p bi

26, REMOVAL OF EQUIPMENT. Subject to limitations in this paragraph Lessee shall have the right to remove machinery and fixtures placed by Lessee
on the |eased premises, including the right to draw and remove casing. within one hundred twenty (120) days afler the expirstion 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 after 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. Under the conditi ined in this paragraph and Paragraph 29 of this lease, the rights and estates of either party to this
lease may be assigned, in whole or in part, and the provisions of this lease shall extend to and be binding upon their heirs, & sces, legal repr s, s 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
uﬂsnfLmu,hlwilbeeﬁauimmoflnymmdubybmumimnhcfbﬂivmnl‘mympufmmibyLaleeAndmchnpmdv‘mimia
ownership of the land, rentals, or royaltics shall bind Lessce for any purpose until thirty (30) days after the owner of the soil (or his heirs, devisces, legal representatives
or assigns) furnishes the Lessee with satisfactory written evid of the change in o hip, including the original ded i of ttle (of a certified copy of
mmwiwmwowwwarlm.Almlupﬂulmpmof!hnlnushﬂ.uuleauomuiluuuupul.uimmd
discharge Lessec of all subsequent obligations under this lease. [f this lease is assigned in its entirety as 1o only part of the acreage, the right and option to pay rentals
sl-.llhumummedanmﬂwnvwumnﬁy.mﬂﬂhhwofuﬁ.ndthmbymumtnnhwnlombiuhnoflhmnlnhllu
affect this lease on the part of the land upon which pro rata rentals are timely paid or tendered, h , iT the assignor or assignee does not file a centified copy of such
nﬂminlchemII..MdOthtnﬂnm!mluyium.ﬁnmmluudnlllmmwlﬁvhilmhpylﬁcmﬂmldﬂcmww1.
Every assignec shall succeed to all rights and be subject to all obligations, liahilities, and penalties owed to the State by the original lessce or any prior assignee of the
lease, including any liabilities 10 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
wmnmmﬂmhﬁmwm-pwwwthcm«nuofdtﬁe-ﬂudomu.ﬁulnnilwiduofthtmnhdmndthumm
of the owner may be forfeited by the C. issioner. An assig will be treated as if it were made to 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 stock holder or is an employee of such » corporation or subsidiary,
(3) m partnership in which the owner of the soil is a partner or is an employee of such a partnership,

(4) a principal stockholder or employee of the corporation which s the owner of the soil,

(5) m partner or employee in a partnership which is the owner of the soil,
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(6) & fiduciary for the owner of the soul, including but not limited 10 a guardian, trusice, . admi , receiver, 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 contained in this paragraph and Paragraph 29, Lessee may sl 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 p , and thercby der this lease as 1o such portion or portions, and be
lieved of all subseq bligations as to acreage dered |fany part of this lease is properly surrendered, the delay rental due under this lease shall be reduced by
the proportion that the dered ge bears 1o the acreage which was covered by this lease immediately prior to such surrender, however, such release will pot

| relieve Lessee of any liabilities which may have accrued under this lease prior to the surrender of such acreage

29. FILING OF ASSIGNMENTS AND RELEASES. fall or any pan of this lease is assigned or released, such or release must be recorded
L n the county where the land is si d, and the Jed w-mofmmmoﬂﬁdwawmmuiurmmynuluchh
instrument 15 recorded, must be filed in the General Land Office within 90 days of the last ion date panied by the prescribed filing fee If any such
mmuuunMhnﬁnmmmmmmhnhmnhﬁmuhmuflhtmmufhﬂmworfm

30. DISCLOSURE CLAUSE. All provisions pertaining to the lease of the above-described land have been included in this cluding the
statement of the true consideration 1o be paid for the execution of this lease and the rights and dutics of the parties. Any collateral ags g the
development of oil and gas from the leased premises which are not contained in this lease render this lease invalid

premises. 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 fil or refuse to make the payment of any sum within thity days afler it becomes due, or if Lessee or an suthorized

|
31, FIDUCIARY DUTY. The owner of the soil owes the State  fiduciary duty and must fully disclose any facts affecting ihe State’s interest in the leased
agent should knowingly make any false retum of false report concerning production or drilling, or if Lessee shall fail or refuse to drill any offsct well or wells in good

faith as required by law and the rules and regulations adopied by the C i of the General Land Office, or if Lessee should fiuil 10 file reports in the manner
required by law or fil to 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 suthority sccess to the 4 I Lo operaty or if Lessee or an suthonized agent should knowingly fail or refuse 1o give correct

information to the proper suthority, or knowingly il o refuse to furnish the Geaeral Land Office & correct log of any well, or if Lessee shall knowingly violate sny 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 nights scquired under
mn-lnsemllbcnbmwrummhymcm“mmummwmmmﬂmmnymumdnrumm-um. forfeiture, and when
forfeited the area shall again be subject 10 leasc under the terms of the Relinquishment Act. However, nothing hercin shall be construed us waiving the sutomatic
termination of this lease by operation of law or by reason of any special | ansing by der Forfe may be set aside and this lease and all nghts thereunder
reinstated before the rights ol another intervene upon satisfactory evidence to the C 133 ofhbmdhﬁﬂhuf&hnmwﬂmwﬁmmvmnf
the law and of this lecase and the rules and regulations that may be adopted relative hereto,

33. LIEN. In sccordance with Texas Natural Resources Code 52 136, the State shall have s first lien upon all ofl and gas produced from the area covered
by this lease 1o secure payment of all unpaid royalty and other sums of moncy 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 52.136 and any other applicable statutory lien, an express contractual lien on and security
interest in all leased minerals in and extracted from the lcased premiscs, all proceeds which may sccrue 1o Lessee from the sale of such leased minerals, whether such
proceeds arc held by Lessee or by a third party, and all fi on and impro 1o the leased premises used in connection with the production or processing of
such lcased minerals in order to secure the pay of all royalties or other due or to b due under this lease and 1o secure payment of any damages or
loss that Lessor may suffer by reason of Lessces breach of any covenant or condition of this lease, whether express or implied. This licn and security inferest may be
foreclosed with or without court 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 Y 1o acknowledge, attach or perfect this lien Lessee hereby
represents that there are no prior of superior liens arising from and relating 1o Lessee’s activities upon the above-described property or from Lessec's scquisition of this
lease Should the Commissioner st any time d ine that this repr is not true, then the Commissioner may declare this lcase forfeited as provided herein

34. POOLING. Lessee is hereby granted the right to pool or unitize the royalty interest of the owner of the soil under this lease with any other leasehold
or mineral interest for the expl development and prods of oil or gas or cither of them upon the same terms as shall be approved by the School Land Board
audlh(,omhhmofhuﬁmundomuhthpmdb'wumnn'nlmmﬂofhm«muuhﬁmmeNmRﬂmmtuﬁ:
52.151-52.15). The owner of the soil agrees that the inclusion of this provision in this lease fies the i q stated in Texas Natural Resources Code
52,152

35. INDEMNITY. Lessec hereby reicases and discharges the Sute of Texas aEd the owner of the soil, thewr officers, employees, partners, agents,
contractors, subcontructons, guests, invitees, and their respective successors and assigns, of and from all and any actions and causes of action of every nature, or other

harm, including environmental harm, for which y of damages is sought, including, but not limited to, all fosscs and expenscs which are caused by the activities
of Lessee, its officers, employees, and agents anising out of, incidental 10, or lting from, the op of or for Lessee on the leased premises hercunder, of that
may arise out of or be occasioned by Lessee's breach of sny of the terms or pr of this Agr or by any other negligent or strictly lisble act or emussion of

:

\
Lessee. Further, Lessee hereby agroes 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, their successors or assigns, against any and all claims, liabilities, losses, damages, actions, personal injury (including death), costs and expenses,
or other harm for which recovery of damages is sought under any theory including tort, contract, of strict liability, including attorneys’ fees and other legal expenses,
including those related to environmental hazards, on the leased premises of in any way related 1o Lessee's failure 10 comply with any and all environnental laws, those
ansing from or in any way related to Lessee's operations or any other of Lessee's activities on the leased premises, those arising from Lessce's use of the surface of the
leased premises; and those that may arise out of o be occasioned by Lessee's breach of any of the terms or provisions of this Agreement or sny other act or omission of
Lessee, its di s, officers, employees, partners, agents, contractors, subcontractors, guests, invitees, and their respective successors and assigns. Each assignee of this
Agreement, o an interest therein, agrees (o 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 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 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, CONCURKRENT, ACTIVE, OR PASSIVE.
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of any environmental medium, including soil, surface waters, groundwater, sediments, and surface or subsurface sirata, ambient air o any other
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
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 Envir | Response, Comp and Liability Act (CERCLA), 42
US.C. Sections 9601, et seq.), or toxic substances under any federal, state, or local law or regulation ("Hazardous Materinls”), except ordinary products
commonly used in connection with oil and gas exploration and development operations 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 (I) A VIOLATION OF THE FOREGOING PROHIBITION OR (1) 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,

36. ENVIRONMENTAL HAZARDS, Lessee shall use the highest degree of care and ble safeguards to p ion or pollution

37. APPLICABLE LAW. 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 applicabl and dimy thereto, and if any provision in this lease does not conform to these statutes, the
statutes will prevail over any noncon 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 efective 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 lease must be filed of record in the office of the
ComlyClerkhmquhwhiﬂ:-llmmypmofﬂwlmndpmnmi:locm,mdnuﬁfbdnupiuthueofmtbeﬂledhh%:rﬂln&domm
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. Rentals in the amount of $71.11 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 ('4) has been paid to the State of Texas, Rental for the fourth year in the amount of $5,369.06 has not been paid and if the fourth year
rental is not paid then this lease will expire. ()mhnll’('f‘;jol’lhcl’mmhywrmnlwillbcpnldloll‘ieLummdmhllf{‘A)wiHhcplidlolthuuof
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: JULY 8, 2005

STATE OF TEXAS STATE OF TEXAS

BY:
TITLE: Individually and as agent for the State of Texas
Date
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STATE OF ¢ %F Y40 ( INDIVIDUAL
ACKNOWLEDGMENT)

)
COUNTY OF S[A sher

Before me, the undersigned authority, on this day personally appeared June Elkins Thompson, known to me o 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.

Given under my hand and seal of office this the L’ = _dayof : Lk ? , 2005,

() Y koo
Notary Public in and for4hie Sleke of
My Commission expires: 5{ 3/ 006
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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 1o 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 81 _ day of

TULY , 2005,

‘ JUDITH K. WILLIAMS §
b MY COMMISSION EXPIRES
February 7, 2009
I g

']wlu fkt% WA g
No#y Public in and for the State of Texas

True and Correct

copy of
Original filed in
HReeves County
Clerks Office
‘ -
; "f RY PROVYS i HER) it Ot L wALL RPNTAL ]
R USE P ul CURTY JECAUSE OF COLDR
{ 08 PALE 18 (0VALD 3Dy HOEONOFR FETERAL
FILE NO. 3145 i
FILED FOR RECORD ON THE 26TH DAY OF JULY A.D. 2005 4:15 P m.
DULY RECORDED ON THE 28TH DAY OF JULY A.D. 2005 9:30 A M.
Br: /LA = | , DEPUTY DIANNE 0. FLOREZ, COUNTY CLERK
X REEVES COUNTY, TEXAS
-.' C.' '.. :.:
it 15 RS TR
L L - LR




q{

F .(‘,-..
i SE

-
w

CERTIFIED TRUE AND CORRECT COPY CERTIFICATE
STATE OF TEXAS
COUNTY OF REEVES

oregoing (s-a full tr

ve L e
®s L o ® we
- . e

See . sew




pook 706 o 465

FILE# 3029

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

THIS AGREEMENT is made and entered into this 13th day of June, 2005, between the State of Texas, acting by and through its agent, Doris
Elkins Dixon, dealing in her sole and separate property of 2301 55 Street, Lubbock, TX 79412 said ugent herein referred 1o as the owner of the soil
(whether one or more), snd CHALFANT PROPERTIES, INC.. of PO BOX 3123, Midland, Texas 79702 hereinafier 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 Lessce 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 thercon, to produce, save, take care of, treat and trunsport said products of the lease, the following lands situated in
REEVES County, State of Texas, to-wit:

West 106.67 ac. of East Hall of Section 6, Block 57, Township 3 T&F RR Survey

containing 106.67 acres, more or less. The bonus consideration paid for this lease is as follows:

To the State of Texas: Two Thousand Seven Hundred Two and 31/100
Dollars ($2,702.31)

To the owner of the soil: Two Thousand Seven Hundred Two and 31/100
Dollars (3 2,702.31)

Total bonus consideration: Five Thousand Four Hundred Four and 62/100
Dollars (3 5,404,62)

The total bonus consideration paid represents a bonus of Oune Hundred Fifty-Twe Dollars ($152.00) per acre, on 35.5567 net acres.

1. TERM. Subject 1o the other provisions in this lease, this lease shall be for a term of Fivg (5) years from this date (herein called “primary
term”) and as long thercafler as vil und gas, or either 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, st 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 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 (3 )
To the State of Texas:

Dollars ($ )
Total Rental:

Dollars ($ )

In a like manner and upon like payments or tend ily, the of a well may be further deferred for successive periods of one (1) year
ench 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 successor bank) should cease w exist,
suspend business, liquidate, fail or be succeeded by another bank, or for any reason fail or refuse 10 accept rental, Lessee shall not be held in default for
failure to make such payments or tenders of rental until thirty (30) days after the owner of the soil shall deliver o Lessee o proper recordable instrument

naming another bank as agent to receive such payments or tenders.
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d PRODUCTION ROYALTIES. Upon mﬂnm of oil and/or gas, Lessee agrees (o pay or cause o be paid one-half (1/2) of the royalty
prosided for in this lease to the Commissioner of the Land Office of lhe State of Texas, at Austin' Texas, and one-half (1/2) of such royalty to the

ownier of the ol

(A) OIL. Royalty plylhieonml,wh!d!hd:ﬁudnmtwmalllbymwhnlnmd form at the mouth of the well and also as all
condensate, dsmltmmduiuiquld Mumvmdhmollupmw a scparator or other equipment, as hereinafler provided, shall be
1/5th prodtmhmnrlhemuvﬂuﬂmﬂld&eoﬂmofﬂwmdﬂnmlwﬂutmorﬂm
lmm!l.md’ﬁiﬂce.webulumbuhumundbyl)unhr price, plus premium, if any, Mamhul.mamlmum
liquid hydrocarbons, respectively, of a like type and gravit, general thereol
paid in the general area where produced and when run, or 3) the gross proceeds of the *mr.whadw mmwwurmmw
prnducedﬁundnlmedmumld.mdmpnumdlnlﬂmuudllhmﬁudmwhmyﬂtymlbwﬂm oil and gas
scpntmnfcnmmhmll or other equipment at as efficient, so that all | hydrocarbons recoverable from the gas by such means will be
m w yEMpMMWuwmoﬁNmWﬂnthMinmwm yalty owners upon such terms and

itions as t

(B) NON I'ROC‘ESSEDGAS Roylllyuun gns (including Nared gas), which is defined as all hydrocarbons and substances not defined
as oil in subparagraph (A pmhoul un{lwe onuidl T:muplupmvidndbaulnwﬂhmwm l n a plant for the extraction of
plallm.iiqtddhymu uﬂoﬂh production or the market value thereof, at the
cumpuoiflrmnlhy nrﬂt'mh <y or-ﬂ:'m the p-d nﬂ'uvd lhe I'u whochemhll,i‘veuuo r“wlh::
area where run, or the gross price or o greater; provided

the maximum pressure mﬂuu'h! under this lease shall not at any time exceed 14.65 per square inch absolute, and the standard base

sh-llbesiuy(wl onmmmlnhumfnr according to e's Law, and for specific gravity according 1o tests

by the lmMﬂhodwhylhtMWmeﬂndofleﬂu-mM by the industry at the time of testing.

(C) PROCESSED GAS. Royalty on an mnﬂd lant or other for the recovery of ine or other liquid hydrocarbons
shall be y )'lﬂ moduupnndthl h extracted or the mwaﬂnuﬂmu{ﬂn
uvme‘m 'nlthmmofan‘::&fﬁmM;dmnhﬁ, huunﬁlhbndmmhm&dm(l%) ul:llpiﬂl

of residue butable produced lease, and on or to Lessce, whichever is ,
m,,...m,.w..1 e o el o e, 5 1 s (6 o Syl gL, sichone i 0y

uriup.un,midirywn T‘}mm':@mmm Ippllﬂlebiiquldhy\hu‘bmw shall be
puwnl ﬂ Kcmm oa pmm a processing agreement umulcm
(ori lhuuhmndnﬂuirdp-v d’u‘“&iﬂmhﬁl:"y mwg-h" - minﬂnbﬂwﬂ.wﬁwﬁwuhu:

idue bong shall be d i ) the highest market offered fi liquid

D i T e Tt e T
no event, ies is

u:mylmu wmddhubnmuhdm;unolbm-prmu! i N

hymh‘nlnan))mn g be mﬁ'y y other “;,ﬁﬂwﬁ‘.hn uml’ he‘ . :
gas adndud.““ ", Of an ing or any processing

g\of&nmmkmofludtm mwwmr:hnnimﬂﬂnmoflhdluhmeofmmm
fice, such market value 1o be determined as follows: I)mhb-hofﬂuhﬁum.tﬂwhcnfmhmfwmmumumwamm
produced, or 2) on the basis of the average gross sale price of each product for same month in which such products are produced. whichever is the greater

5. MINIMUM ROYALTY, IhhgmymlhﬂuuphmorhpiwymﬂmhmuﬂmI-uhmuu.-inndby ion, the
roylluupddmdurdnblammmm um:.mmmunwwuqmmhﬂfwmm | be due and
puynbhmurbal‘mdwlmdlyonhn succeeding the anniversary date of this lease a sum equal to the annual rental less the amount of royalties
paid during the preceding year . If Parngraph 3 of this lease does not specify a delay rental amount then for the purposes of this paragraph, the delay rental
mmuhn!lbnmdollu(lloopwm

6. ROYALTY IN KIND. Notwithstanding any other provision in this lease, at nm:nr&un hthe.u:mofﬂumlwtu

CommmofdeumﬂlxﬂOﬂiemy.uﬂumduﬂw not less than si -n(y the

(p)u;nemormy accruing to m%mm&hlu thmmm Ihe rmuncm‘ of the Land
wc‘ludulo mynhyiatmdlhlll 1

A

obligations, press or

7. NO DEDUCTIONS. lmwwdlzlhhmmmhm(mmwhmlﬂlhwﬂuﬂmimfuh
cost of treating, wﬂmmmummmmﬁwm
mmmrwmwmmwhm pay royalties on the gross value received, including any reimb ts for se
taxes and production related costs.

8. PLANT FUEL AND RECYCLED GAS No m}rllly shall be payable on ny gas as may represent this lease's proportionate share of any fuel
used to process r- hereunder in any ﬂm.wry other provision of this lease, and Mmﬂuwﬁmmﬁﬁz
owner of the soi the Commissioner of the Lmeiﬂee.lmu hmhgﬂliﬂ on the leased premises or for injection into
any oil or gas producing formation underlying the leased premises after the nquil in the gas have been removed; no ties shall be
payable on the recycled gas until it is tndlnklurmedbyLmin-mwwhdnmitluthmy-ltywmm-my-nymmu

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

Payment of royalty on production of oil and gas shall be as provided in the rules set forth in the Texas Register. Rules Rules currently provide that
mynllyonml|sd\xlndrnmb=rcmmdmﬂ‘eﬂemlwomumuhfmﬂnsm&ydhmﬁmwhmol’ptoducﬁm.md
royalty on gas is due and must be received in the General Land Office on or before the 15th rmmmm.umam
accompanied by the affidavit of the owner, manager or other authorized agent, completed in the and manner prescribed by the General Land Office and
lhomnglhemuwunlmdduponmnoflllmlﬂwwﬂmmmﬂmmlwm.Wleordlmm
or reports confirming the gross production, disposition
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and market value including gas meter readings, pipel pls, gas line pts and other checks or memoranda of amount produced and put into pipelines, tanks, of
pools and gas lincs 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 a manager or agent 1o act for the Lessee herein must be filed in the General Land Office. Each royalty shall be paned
by & check stub, schedule, summary or other i advice showing by the assigned General Land Office loase number the amount of royalty bewng paid on each
lease. If Lessee pays his royalty on or before thirty (30) days afier the royalty payment was due, then Lessee owes & penalty of 5% on the royalty or $25 00, whichever
15 grealer. 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 10 & penalty,
royaltics shall accruc interest at o 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 to be paid as prescribed by the due date provided
herein. Payment of the delinquency penalty shall in no way operate 1o prohibit the State's right of forfeiture as provided by law nor sct 1o postpone the date on which
royalties were originally duc. The above penalty provisions shall not apply i cases of tide dispute as 1o the State's portion of the royalty or to that portion of the royalty
in dispute as (o fair market value.

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

18 sold or pr d and all subseq agr and dments to such contracts within thirty (30) days afler entering into or making such contracts, agreements or
amendments. Such and agr when "wmmﬂmm«ulhmmmwmwmoﬂmmwmwm
authorized by Lessee. All other contracty and records pertaining to the products ion, sale and marketing of the oil md gas produced on said premises,

mmmmmmw-ﬂmdwmammmummwlummummmumumh
the Commissioner of the General Land Office, the Atiormey General, the Governor, or the representative of any of them.

(B) PERMITS, DRILLING RECORDS. Written notice of all operations on this lcase shall be sub d 1o the Ci of the General Land
Office by Lessee or operator five (5) days before spud date, work , fe-entry, lemporary aband or plug and sbandonment of any well or wells. Such writien
notice to the General Land Office shall include copies of Railroad C ission forms for application to drill. Copies of well tests, completion reports and plugging

reports shall be supplied to the General Land Office at the time they are filed with the Texas Raflroad Commission. All applications, permits, reports or other filings that
reference this lease or any specific well on the leased premises and that are submitted 1o the Texns Railroad Comemission or any other governmental agency shall
include the word *"State” in the tutle. Additionally, in d with Railroad C ission rules, any signage on the leased premises for the purpose of identifying
wells, tank batteries or other associated improvements 10 the land must also include the word *State * LmulhdlnpplylhnbumﬂLudOﬂ'uwsbuym
memoranda, accounts, reports, cuttings and cores, or other inf 1 1o the op of the above-describ which may be requested by the
MMUMHMUMWWythLmuMMwndmﬂnﬂuManmumMmm
the base of the surface casing to the total depth of well, of all wells dnilied on the above described premises and shall a true copy of the log of cach survey on
cach well to the General Land Office within fiftcen (1 5) days after the making of said survey

(C) PENALTIES. Lessee shall incur a penalty wh repons, d or other matcrials 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 dute when the materials were due in the General Land Office

11, DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If , during the primary term hercol and prior 1o 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 hereol and afler the discovery and actual 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 wn of prod; Lessee additional drilling or reworking operations thercon, of pays or tenders the next
mmmhwmm-mmmmu.tnmmmmdmpmmmmm(w»mpmm..huu

p and shandoned, 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
uwdhwﬂ;mﬂn[tmhm““mnm“ulhwdhmmm.lm:mymnum
by conducting additional drilling or ki 1o Paragraph |3, using the expiration of the primary term as the date of cessation of production under
Paragraph 13 Mhﬂmuummymbmmwﬂtduwhmwwumwnnmhudupudlw:l.hmhpmmlmnhamr
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 1o make such payment, this lease shall ipso facto terminate. If at the expiration of the
primary term of any lime thereafter a shut-m oil or gas well is locaied on the lcased premises, payments may be made in sccordance with the shut-in provisions hereofl

12. DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM. If, at the expiration of the primary term, neither oil nor gas is being
pmduullmundl-ﬂ.hnl‘l-udmmﬂpdhhllqum“np.-mlh.-m.lhuluulhnlllumu\mﬁnmmhn;uopﬂdmonwdnﬂlul‘w
drilling or reworking of any sdditional well are prosecuted in good faith and in workmanlike without interrup ling more than sixty (60) days during any
one such operation, and if they result in the production of oil and/or gas, so long thercafter as oil and/or gas is produced in paying quantitics from said land, or payment
of shut-in oil or gas well royalties or compensatory royalties is made as provided in this leasc

13, CESSATION, DRILLING, AND REWORKING. I, after the expiration 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 inate if Lessee dd | 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 i workmanlike manner withoul iterruptions
totaling more than sixty (60) days. If such dnlling or reworking operations result in the production of oil or gas, the lease shall remain in full force and effect for so long
as oil of gas s produced from the leased premises in paying quantities or payment of shut-in oil or gas well royalties or payment of compensatory royaltics is made as
provided herein or as provided by law. If the drilling or reworking operations result in the completion of a 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 ns a dry hole, and this lease shall remain in effect so long
as Lessee continues drilling or reworking operations in good faith and in a workmanlike manner without interruptions totaling more than sixty (60) days. Lessee shall
give writlen 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 woll number by the state agency having
Jurisdiction over the production of oil and gas. If, at any time after the expiration of the primary term of & lease that until being shut in, was being maintained in
force and effect, a 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 & suitable market, then Lessee may pay as a shut-in oil or gas royalty an amount equal 10 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. If Paragraph 3 of this lease does not specify a delay rental
amount, then for the purposes of this paragraph, the delay rental amount shall be one dollar ($1.00) per acre. To be effective, each initial shut-in oil or gas royalty

L
-
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must be pard on or before, (1) the expiration of the primary term, (2) 60 days afler the Lessee ceases 1o produce oil or gas from the leased premases, or (3) 60 days after
| essex completes a drilling or reworking operation in accordance with the lease provisions, whichever date is latest. Such payment shall be made one-half (172) to the
Commussioner of the General Land Office and one-half (1/2) to the owner of the soil. If the shut-in oil or gas royalty is paid, the lease shall be considered 10 be &
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, afier 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 each 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 o gas is sold and
delivered in paying quantities from a well located within one thousand (1,000) feet of the leased premises and completed in the same producing reservoir, or in any case
in which draimage is occurring the right o continue o maintasn the lease by paying the shut-in oil o gas royalty shall cease, but the lease shall remain effective for the
remainder of the year for which the royalty has been paid. The Lessee may maintain the lease for four more successive yeans by Lessee paying compensatory royalty at
the royally 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 compensatory royalty is to be paid monthly, one-half (1/2) to the Commissioner of the General Land
Office and one-half (1/2) 1o 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

g the drainage or that i3 completed in the same producing reservoir and located within one thousand (1,000) fieet of the leased premises. 1f the compensatory
royalty paid in any |2-month period is in an amount less than the annual shut-in oil or gas royalty, Lessee shall pay an amount equal (o the difference within thirty (10)
days from the end of the | 2-maonth period. C y royalty pay Mnaﬂﬁnﬂypﬂdmﬂmm-ﬂ“hmmmvd
mmmummwmmammﬂ ble devel nor the o ion 1o drill offset wells as provided in Texas Natursl
Resources Code 52.173; however, st the determination of the Commissioner, nuuwmmumdwmm
satisfy the obligation to drill offset wells

16, RETAINED ACREAGE. Notwithstanding any provision of this lease to the contrary, afler a well producing or capable of producing oil or gas has
been completed on the leased premises, Lessee shall exercise the diligence of a reasonably prudent operstor in drilling such additional well or wells as may be
rensonably 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
as 1o all of the leased premises, EXCEPT (1) 40 acres surrounding cach oil well capable of producing in paying quantities and 320 acres surrounding each gas well
mamhmwmtm.mamupwluwum|4h¢wuwu-=lwu-m1mumwm

continuous drilling or reworking operations, or (2) the number of acres included in 8 producing pooled unit p 1o Texas Natural R Code 52.151-52.153,
u(!}ﬂwm&“dw.mhhﬂmﬁhm“hamﬂhmﬁ-ﬂm-ﬂluﬁhnﬂ-d
gy of the Railroad Ci of Texas, or any successor agency, of other governmental suthonty having junsdiction If st any time afier the effective date of

the partial termination provisions hercof, the applicable ficld rules are changed or the well or wells located thereon are reclassified so that less acreage is thereafier
allocated to said well or wells for production purposes, this lease shall thereupon terminate as (0 all acreage not thereafier allocated to said well or wells for production
purposes. the termination of this lcase as 10 & portion of the lands covered hereby, Lessee shall nevertheless continue 1o have the right of ingress to and
cgress from the lands still subject 1o this lease for all purposes described in Paragraph | hereof, together with casements and nghts-of-way for existing roads, existing
pipelines and other existing facilitics on, over and across 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 minerals produced from the retained lands

(B) HORIZONTAL. In the event this lease is in force and effect Iwo (2) years afler the expirtion date of the primary or extended term it shall further
terminate as 1o all depths below 100 feet below the total depth drilled (hereinafier "deeper depths®) in each well located on acreage retained in Paragraph 16 (A) above,
unless on or before two (2) yemrs afler the primary or extended term Lessee pays an amount equal to one-half (1/2) of the bonus originally paid as consideration for this
lease (as specified on page | hereof) If such amount is paid, this lease shall be in force and effect as to such deeper depths, and said termination shall be delayed for an
additional period of two (2) years and so long thereafter as 0il or gas is produced in paying quantities from such deeper depths covered by this lease

(C) IDENTIFICATION AND FILING. The surface acreage retained hereunder as 1o each well shall, as ncarly as practical, be in the form of » square with
the well located in the center thereof, or such other shape as may be ap d by the C 1 of the General Land Office. Within thirty (30) days after partial
mﬂﬂb&-mmwﬂm-‘m-“uﬂ—wﬁ.- isfactory legal description of the acreage and/or depths

The r nb.ulmiﬁdmdm“hﬂdhhomLudmmuhﬁluhpwbyh
Mﬂwmndnmemumhi-hrd-hnﬂIanMuuMwummmmm“anmm(‘Nmm
me»bwhhwwoﬂhﬂmhf issioner at his sole discretion may designate by written instrument the acreage and/or depths to be

hereunder and record such instrument st Lessee's expense in the county or counties where the lease s located and in the official records of the General Land
WMMMMMMWMMNW

17. OFFSET WELLS. Neither the bonus, bhymdmmmyﬂupﬁdwhhpududwhhh”vﬂhuIx.mlofhnobhmmpmuﬂ
the oil and gas under the above-described land from being drained. Lessee, or other agent in control of the leased premises shall drill as many wells
-lhhmmymly-uﬁdtmm_dﬂnld“myhmmdunufw-lphhumInddlnn.tf
o1l and/or gas should be produced m commercial quantities within 1,000 feet of the leased premises, of in any case where the lcased premises o beng dramed by
production of oil or gas. the Lessee. sublessee, receiver or other agent in control of the leased premases shall in good faith begin the dnlling of a well or wells upon the
leased premises within 100 days afler the draining well or wells or the well or wells completed within 1,000 feet of the leased premises stan producing in commercial
quantities and shall prosecute such drilling with diligence. Failure 1o satisfy the statutory offset obligation may subject this lease and the owner of the soil's agency
rights to forfeiture Only upon the d ! of the C. . of the General Land Office and with his writien approval may the payment of compensatory
royalty under applicable statutory parameters satisfy the obligation to drill an offset well or wells required under this paragraph

18, FORCE MAJEURE. If. after a good faith effort, Lessec is preventod from complying with any express or implied covenant of this lease, from

ducting drilling op on the leased premises, or from producing oil or gas from the leased premises by reason of war, rebellion, nots, strikes, acts of God, or

any vahd order, rule or regulation of go hority, then while so prevented, Lessee’s obligation to comply with such covenant shall be suspended and Lessee

shall not be liable for damages for failure to comply with such covenants, additionally, this lease shall be extended while Lessee 13 prevented, by amy such cause, from

conducting dnliling and reworking operations or from producing oil or gas from the leased premises. However. nothing n this paragraph shall suspend the payment of
delay rentals in order to maintain this lease i effect during the primary term in the absence of such drilling or reworking operations or production of o1l or gas
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19 WARRANTY CLAUSE. The owner of the soil warrants and agrees to defend lide 1o the leased premises. I the owner of the soil defaults n payments
owed on the leased premises, then Lessee may redeem the nghts of the owner of the soil in the leased premises by paying any morngage, taxes o 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

200 (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the soil owns less than the entire undivided surface estate m the above described
land, whether or not Lessee’s inferest is specified herein, then the royaltics and rental herein provided 10 be paid to the owner of the soil shall be paid 1o him i the
pmpmnnnwhmmmIn-nnlheunMMW&WNMWMMM»wauMmMCmumuld\eGe:mll
Land Office of the State of Texas shall be likewise prop ly reduced H . before Lessce adjusts the royalty or rental due to the Commissioner of the
General Land Office, wmunumwrwmm«wammdﬁ:mﬂLmdomuumn!l-lmmuwmchnpllmllw
discrepancy between the interest purporiodly leased under this lease and the actual interest owned by the owner of the soil. The Commissioner of the General Land
OfMice shall be paid the value of the whole production allocable to any undivided interest not covered by a lease, less the proportionate development and production cost
allocable to such undivided interest. However, in no event shall the Commissioner of the General Land Office receive as a royalty on the gross production allocable 10
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 a
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, &t any
umnhﬂumu‘hofhpﬂn.ymwhumﬂmﬂmhewmubu-“dhmuﬂmm‘hﬂtmem.mmuﬂwm
made on & per acre basis h shall be d g 10 the number of acres pooled, released, surrendered, or otherwise severed, so thal payments determined
anlpermhuundalh-umuuﬂhisledmnllhtprhn-ythMMmeﬁmmwwmdlmwmuu
if after the expiration of the prumary term, the number of acres sctually retained and coveted by this lease

21. USE OF WATER. Lessec shall have the right to use water produced on said land y for of 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 purposes for waterflood operations
without the prior consent of the owner of the soil.

22 AUTHORIZED DAMAGES. Lessce shall pay the owner of the soil for damages caused by its ops o all p | property, unp
livestock and crops on sasd land

23 PIPELINE DEFTH. 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 hundeed (200) feet 10 any house of bam now on sad premises without the writien
consent of the owner of the soil

25. POLLUTION. In developing this area, Lessee shall use the highest degree of care and all proper safegu il Withowt limiting the
fi llution of coastal wetland nmmnnmmmmﬁ!kwwwmormmMMMcmum
spdlqn,mwpmdmcwmuhnmm:mdpﬂmmwlmdlmum‘ | o recap all d hydrocarbons or other

pdlummﬁdlulwuulbkhlﬂm»uﬁlx-ﬂpﬂvnpmpmummwummtm-mmnh-ammmwﬁ
tank batteries 0 as 1o protect livestock against loss, damage o 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. Lessce shall, while cond: on the lcased p keep said premises froe
o!nllmbbuh.r-n.hllln.pqmcuplum-ulwmufm“mwmdmmwummmm-dm
as is practicable. Tanks and equip will be kept p § and p

26. REMOVAL OF EQUIPMENT, Subject to limitations in this paragraph, Lessee shall have the right 1o remove machinery snd fixtures placed by Lossee
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 | 20-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 after thirty (30) days written notice to 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 d in this h and Paragraph 29 of this lease, the rights and estates of either panty to this
and

Laate 2 4

lcmmnybeunwﬂl.mﬁwhwmmﬂhwhwd%h“wﬂbuhwwmm_ , legal rep:

assigns. However, nMuManﬂdMMm&mmﬁhﬁﬂthMdm Mﬁcnm‘pnum-d
estutes of Lessee, impair the effectiveness of any payment made by Lessee or impair the effectivencss of any act performed by Lessce. And no change o division in
ownership of the land, rentals, or royalties shall bind Lessee for any purpose until thirty (30) days after the owner of the soil (o his heirs, devisees, legal representatives
or assigns) furnishes the Lessee with satisfactory written evidence of the change in ownership, including the original recorded muniments of title (of a certified copy of
such original) when the ownership changed because of a conveyance. A total or partial assignment of this lcase shall, to the extent of the interest assigned, relicve and
discharge Lessee of all subsequent obligations under this lease. If this lease is assigned in its entirety as to only pant of the acreage, the right and option to pay rentals
shall be apportioned as between the severnl owners ratably, according to the area of each, and failure by one or more of them to 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 nol file a centified copy of such
assignment in the General Land Office before the next rental paying date, the entire lease shall terminate for failure to pay the entire rental due under Paragraph 3
Every assignee shall succeed to all rights and be subject to all obligations, lisbilities, and penaltics owed 1o the State by the original lessee or any prior assignee of the
Iease, 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 acquires this lease in whole of in pad
by assignment without the prior written ap I of the C joner of the General Land Office, this lease is void as of the time of sssignment and the agency power
ufuuuummqbefodmedbylhecm An assignment will be treated as if it were made to 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 of is an employee of such a corporation or subsidiary,
(3) a partnership in which the owner of the soll is a partner or is an employee of such & partnership;

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

(5) a partner or employee in o partnership which is the owner of the soil,

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




sk 706 eee 470

(6) & liduciary for the owner of the soil; including but not limited to a guardian, trustee, , sdmint 3 iver, or conservator-for the
owner of the soil, or
(7) & family member of the owner of the soil or related 1o the owner of the soil by marriage, blood, or adoption.

28 RELEASES. Under the cond ined in this paragraph and Paragraph 29, Lessee may at any time execute and deliver 1o 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 as 1o such portion or portions, and be
relieved of all subsequent obligations as to acreage dered. If any part of this lease is properly surrendered, the delay rental due under this lease shall be reduced by
the prop that the surrendered acreage bears 1o the acreage which was 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 to the surrender of such acreage

20 FILING OF ASSKINMENTS AND RELEASES. If all or any part of this lease is assigned or rel d, such assigr or release must be recorded
in the county where the land is si d. and the ded i or a 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 date panied by the prescribed filing fee If any such

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

30. DISCLOSURE CLAUSE. Al provisions pertaining 10 the lease of the above-described land have been included in this instrument including the
of the true consideration 10 be paid for the execution of this lease and the rights and duties of the parties, Any collateral agr 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 affecting the State's interest in the leased
premises. When the | of the owner of the soil conflict with thase of the State, the owner of the soil is obligated to put the State’s interests before his personal
interests

JZ.FORFEI'I'URElfl.ﬂneM!Nlmnﬁnelomhmo{mmﬁﬂhﬂm@-ﬁihmukuiﬂmuum-ﬂmud
agent should knowingly make any false return or false report conceming production or drilling, or if Lessee shall fiail or refuse to drill any offsct well or wells in good
faith as required by law and the rules and regulati dopted by the Commissioner of the General Land Office, or if Lessee should fail 1o 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, or if Lessee
shmldmﬂnﬂ!wmwmwwmmmmm.alfmammwmmﬁnﬂymlouul\nelop‘vemml
infmwmmM,NWylHInrnl'hulnl\nnishﬂleﬂmﬂL-ﬂOﬂhenwmdh.of-yvdl.wlflmMIhminﬁyviolmll!yof
mmﬂmmﬂﬂwuuifﬂmkﬂehmwwmmhmﬂHhﬂnMﬂlmdDﬁu-mdeyll&.m:nmwmdm
this lease shall be subject to forfeiture by the Commissioner, and he shall forfeit same when sufficiently informed of the facts which asuthorize a forfeiture, and when
forfeited the area shall again be subject 1o lease under the terms of the Relinquishment Act. However, nothing herein shall be construcd as waiving the automatic

termination of this lease by aperation of law or by reason of any special limi arising b . Forfei may be set aside and this lease and all rights thereunder
mmmmmwmmmukmmwnc“mmduwmmdmwm-mu-epmumuf
the law and of this lease and the rules and regulations that may be adopted relative hereto

33, LIEN Inmd-umthTunNmRmcwﬂ.lmhsmﬂlhmamulhnwmﬂdlm“wmnmm
bylhhkucmucmwwmurdlmmwmwdmmmmummmBymnrmuhu.wmmm
Slﬂtiﬂlﬂditimlnlhel'mmviddbyhuNmlmmCoduSl‘llémdmyuﬂqulhbhmmliw.muwmmnu:dlmmmmuﬂy
interest in all leased minerals in and extracted from the leased premises, all proceeds which may accrue 1o Lessee from the sale of such leased minerals, whether such
proceeds arc held by Lessee or by a third party, and all fi on and imp! tor the leased premises used in connection with the prod of p g of
mhlmndmlmnlninuduIow:uulhtplymmhllmhwmmﬂhummmmﬂlkmmmwwdmyd-nww
loulhuLcnntmuymﬂubywnolmumhurnymwnmdihnaf\hhmthumui!q;li-dThhlbludmﬁ)lwm'yh!
foreclosed with or without court p dings in the provided in the Title 1, Chapter 9 of the Texas Business and Commerce Code Lessee agrees that the
(Zommt-simumymnhInsmmumdmdmthﬂmumhmﬂhmbmmmﬂapmmumLsuhenhy
wpvumud\-theunnnpﬂaouup:nntliuummuﬂmumﬁm&mhhmmwmumﬂmorm
lnuSInnldmcm-mnmmmMsmmummmnnCminmm&dmbumknfm‘ud-pm-d:dhum

M. POOLING Lessee is hereby granted the right to pool or unitize the royalty interest of the owner of the soil under this lease with any other leasehold
nrmmeniintuulrurnncxphmim.avdowulwm:lmnfmlmmunhorﬂmnwmmmuﬂhwwwhw!mawﬂ
and the Commissioner of the General Land Office for the pooling or uniti g of the interest of the State under this lease pursuant 10 Texas Natural Resources Code
52.151-52.153 Thcowmrul‘thcmlllpu:dmﬂuln:lmiunnﬂhhprminmlnMh-cmﬂum"mmmumdh\TnnNuwﬂmnm(n&
52152

35 INDEMNITY. Lessee hereby releases and discharges the State of Texas aEd the owner of the soil, their officers, employees, partners, agents,
mmmmmmwmmmwmmnf-ﬂmulwwmﬁmﬂmdmnmc.otochu
harm, including environmental harm, for which recovery of damages is sought, i tuding. but not limited to, all losses and expenses which arc caused by the activities
ormmmmmmmmnﬁmnwmummmumuLaumn-h-umm.mu-
may arise out of or be occasioned by Lessee's breach of any of the terms or provisions of this Agr or by any other negligent or strictly liable act or emission of
Lessee Further, Lessee hereby ngrees to be liable for, exonerate, 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, labilities, losses, damages, actions, p | injury (including death), costs and expenses,
orocherh-mﬁrulndnmyol’whmmmymmmmwmlww.mm‘hﬂmmm
including those related to environmental hazards, on the leased premises or in any way related to Lessee's fiilure to comply with any and all environmental laws: those
arising from or in any way related 1o Lessec's operations or any other of Lessee's activities on the leased premises, those arising from Lessee’s use of the surface of the
lctscdplcm‘ms;mdIbnumlmnyﬁun\unforhenm-bmdhyLu-‘:brudmfnyofﬂumovWimofmhwunjwmnlummmnl
Lessee, its directors, officers, employees, partners, agents, contractors, subcontractors, guests, invitees, and their respective successors and assigns. Each assignee of this
Agreement, or an interest therein, agrees to be liable for, exonerate, indemnify, defond and hold harmless the State of Texas and the owner of the soil, their officers,
mployem.mdlnenuin|heum:mmnupromdodlbmunmmlmmu-lmvﬂhsofm.mummmhmmwuumnbdm 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 LIARILITY, 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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6. FNV[RONMI-.N'I AL HAZARDS. Lessce shall use the highest degree of care and reasonable safeguards to prevent contamination or pollution
of any i 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 waste, pollutant, or contaminant. Lessee shall not bring or permit 1o remain on (he leased
premises any asbesios containing materials, explauvu. toxic malerials, or substances re;ulnwd as hazardous wastes, hazardous materials, hazardous
substances (as the term "Hazardous Substance” is defined in the Compreh: Envir | Response, C 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 (" Hazardous Materials” ), except ordinary products
commonly used in connection with oil and gus exploration and development operations and stored in the usual manner and quaniities. LESSEE'S
VIOLATION OF THE FOREGOING PROUIBITION 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 (1) 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 PARAGRAFH, 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 applicabl and dm thereto, and if any provision in this lease does not conform lo 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 lcase have been satisfied, the effective date of this
lease shall be the date found on Page 1.

39. LEASE FILING. Pursuant 1o 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 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 sctual 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 10 the
General Land Office.

40. This is a paid-up lease. Rentals in the amount of $142.22 have been pre-paid. Half (1/2) of this amount has been paid the Lessor and half (172)
has been paid the State of Texas. See Exhibit "A" attached hereto and made a part hereof.

BY: William A. Chalfant

TITLE: President
DATE:

STATE OF TEXAS STATE OF TEXAS

w@dn‘ v ==

BY: Doris Elkins Dixon

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

oue_dfiunct 0D 2806 Dat
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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 $71.11 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 to the
State of Texas. Rental for the fourth year in the amount of $5369.06 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 (%4) 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.
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county ofF  Lueooe \&

Before me, the undersigned authority, on this day personally appeared Doris Elking Dixon, dealing in her sole and
scparate property, known 10 me to be the persons whose names are subscribed to the foregoing instrument, and acknowledged
o me that they executed the same for the purposes and consideration therein expressed

o\ .
Given under my hand and seal of office this the 'Q'L J dayof x it \§ 2005

Notary Public in and for

= | ; )
JENNIFER ROW My Commission expires: \ \ ‘ lﬂ__ 5 (.‘_r_' ‘)(_'(' AS)

Notary Public, State of Texas

My Commussion Expires
May 18, 2008

\L “4\\.;\ “\ 'QC ( \_"
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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
L2005

Tetlay

{ 5l day of

lt\ri‘.li\*;{{,‘ AL
ana}_v Public in and for the State of Texas

,- L RENTAL

Y A (T '
R USE AUSE Ov COLDR
WP A N Aok TR TDERAL
FILE vo. 3029 p
FILED FOR RECORD ON THE 20TH DAY OF JULY A.D. 2005 4:33 _P. .
DULY RECORDED ON THE 25TH DAY OF JULY A.D. 2005 9:30 A. m.
BY: L { , DEPUTY DIANNE 0. FLOREZ, COUNTY CLERK
REEVES COUNTY, TEXAS
~e L LR -
- LI - . 4
L] - . - LI
e ¢ & .. L Ll
L - L
aen - L .
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CERTIFIED TRUE AND CORRECT COPY CERTIFICATE
STATE OF TEXAS
COUNTY OF REEVES
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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 13th day of June, 2005, between the State of Texas, acting by and through its agent, Oleta
Elkins Richardson, dealing in ber sole and separate property of 3503 Morman Mill Road, Marble Falls, TX 78654 said agent herein referred 10 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 ideration of the 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 str therean, to prod save, take care of, treat and transport said products of the lease, the following lands situated in
REEVES County, State of Texas, to-wit:

West 106,67 ac. of East Half of Section 6, Block 57, Township 3 T&P RR Survey

|
\
|
|
|
r containing 106.67 acres, more or less. The bonus consideration paid for this lease is as follows:

To the State of Texas: Two Thousand Seven Hundred Two and 31/100
Dollars (£2.702.31)

To the owner of the soil: Two Thousand Seven Hundred Two and 31/100
Dollars ($2,702.31)

Total bonus considerstion: Five Thousand Four Hundred Four snd 62/100
| Dollars (§ 5,404.62)

The total bonus ideration paid rep a bonus of One Hundred Fifty-Tweo Dollars ($152.00) per acre, on 35.5567 net acres

\
|
} 2. TERM. Subject to the other provisions in this lease, this lease shall be for a term of Five (3) years from this date (herein called “primary
term”) and as long thereafter as oil and gas, or either 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 sub (s)
‘ covered exceed out of pocket operntional expenses for the six months last past.

3. DELAY RENTALS. If no well be commenced on the leased premises on or before ane (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, 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 o
rental and shall cover the privilege of deferring the commencement of u 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 ($ )
Total Rental:

Dollars ($ )

each during the primary term. All payments or tenders of rental to the owner of the soil may be made by check or sight draft of Lessce, or any assignee of
uusluu: mdmlybuhlimedonurbnfmlhemﬂplyiudle If the bank designated in this paragraph (or its successor bank) should cease to exist,

In @ like manner and upon like payments or tenders annually, the commencement of a well may be further deferred for successive periods of onc (1) year

b liquidate, fail or be ded by another bank, or for any reason fail or refuse 1o accept rental, Lessce shall not be held in default for (LI
I‘ulurelumuh.nﬂhw«mﬂu’!ofmdmllhﬂy(]ﬂ)dlplﬂutheumoﬁknllshllldehmlobmulpmpamhlm '.. Y
naming another bank as agent to receive such payments or tenders. @
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4 PRODUCTION ROYALTIES. Upon uction of oil and/or gas, Lessee agrees (o pay or cause 1o be paid one-half (172) of the royalty
provvided for in this lease to the Commissioner of the Emcrol Land Office of the State of Texas, at Austin’ 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
condensate, distillate, and other liquid hydrocarbons recovered from oil or gas run through a sep or other equip as b fler provided, shall be
of the k:norliumukdvdmmuwﬂdlhcﬂhunluwnmofﬂcuﬂlulhe&mmnmomn
ue 1o &umnudby!)ﬂuh:ﬂmpudmphm"m,o or paid for oil, condensate, distillate, or other
liquad respectively, of a like type and gravity in the general area produced and when run, or 2) the highest market price thereol ofTered or
paid in the general area -udﬁmmagpﬂnymmmaoflhﬂlwmnhm Lessee agrees that before any

be of the jon or the market value thereof, at the
%dﬂmdhdlum o Mwmwmmmﬂamfupd
m-umnmm uﬁnmw&emwﬁpﬁdwn&dhh, ., whichy is the gr provided that
under this mmu-mmmum ammmduwm
m-'-mﬂlhdm{ﬂ)mfﬁ-&m be made for pressure according to . and for specific gravity asccording o tests
by the or by the most approved method of testing being used by the industry at the time of testing.
C) PROCESSED GAS. Royalty on an ina or other for the of ine or other liqui
i, e m..ﬂi"n@ e & 53 i velos Sereat. 8 st of e
owner l!:f ;_hcmuuudhwm&mwﬂm WMHWmmMW(IMo{?ﬂn‘:ﬂM
production of resi 10 gas produced lease, and on percent or that percent scoruing to Lessee, whichever is the greater,
oflhuulpi-l wionofllma nmummdrpmmmm;&muum hydrocarbons are recovered from
r (urhs subsidiary or lhle)mumthumsw 10 liquid hydrocarbons shall be
(M)arllnhl 1o # third party processing gas through such plant apr g agreement negotiated at arm's

(D) OTHER PRODUCTS. Royalty on carbon black, sulphur or any other products produced or manufactured from (excepting ki
hydrocarbons) whether said gas be * " “dry”, or mynthw’-.hy ing, or .a.r
pmol"lh:mmh\ofmdtpmdm.uﬂ&MﬂﬂuM.lhwﬂmdhmﬁhnﬂwhWo‘m

Office, such wmmum-mmI)mhh‘hoﬂhﬁﬁmmﬁuwﬁwduﬂuwﬁmhhmm’h!yﬁqﬁwﬁnh

produced, or 2) on the basis of the average gross sale price of each product for the same month in which such products are produced, which is the greater.
5. MINIMUM ROYALTY. any ycar after the expiration of the primary term of this leasc, if this lease is maintasned by the
royalties paid under this lease in no event shall be less than an amount equal to the total annual delay rental herein , otherwise, there be due and
mbbmwhehnhl-lbyoﬂhmlh the anniversary date of this lease & sum equal 1o the annual rental less the amount of royalties
during the preceding year. If Paragraph 3 of this lease does not specify a delay rental amount then for the purposes of this paragraph, the delay rental
amount shall be one dollar ($1.00) per acre

ROYALTY IN KIND. Notwi in this ot time or from time to time, the of the soil or the
CMMMMMWOMQMWWMMW h-'-hty 60) muhm&hu{ﬂ?"h. '“ﬂ;lln:
Bla;:ll accruing to such owner under this lease be made in kind. The owner of the soil's or the Commissioner of the Land
righlu its royalty in kind shall not or negate the owner of the soil's or the Commissioner of the General Land Office’s rights or Lessec's

nbli;ummmmuwummm
NO DEDUCTIONS. Lessee agrees that all mmmm including those paid in kind) shall be without deduction for the

cost of storing, separating, treating, ytl:}. transporting, and otherwise making the oil, gas and other
mmdylunhummwmm p-ymyaklemhpmvﬁululmd,' fuding any reimb 1—:_
taxes and production related costs.

L} PLANT FUEL AND RECYCLED GAS. No royalty shall be payable on any gas as may represent this lease's proportionate share of any fuel
any other

used 1o process in an provision of this lease, and subject to the written consent of the
morwmmmcmmorwwmmmmy u&rgﬁlﬁ?ﬂpﬂumhhﬂduﬂa&uuhwm
any oil or gas uu—ammmlw in the gas have been removed; no shall be
payable on the recyc nsuﬂil'uu and sold or used by Lessee in & 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 1o the Commissioner of the General Land Office at
Austin, Texas. in the following manner:

Payment of mﬁymmﬂul.ﬂﬂﬂ!ﬂ|h-mmhrﬂuﬂﬁﬂtmﬂnTu-Iw Rulumlywmmhdul
royalty on ol is due and must be received in wmmﬂcuammmmuwmmm month of production, and
royalty on gas is due and must be received in the General Land Office on or before the |5th da ammmmumhumm
nmunpmiudbylhcuﬂidwitofﬂwm Wadhwmhwiudwmkudhﬂn?«m
showing the gross amount and wmdﬂldlﬂpmwwmMdhmllﬂ'ﬂ.wwhamwohﬂm
or reports confirming the gross production, disposition

copy of

Original filed in
Reeves County
Clerks Office

True and Correct




o Popook YOG eace 457

and market value including gas meter readings, pipeline receipts, gas line reovipts and other checks or da of produced and put into pipelines, tanks, or
pools and gas lines or gas storage, and any other reports of records which the General Land Office may require 10 verify the gross production, disposition and market
value. In all cases the authority of a manager or agent 10 act for the Lessee herein must be filed in the General Land Office. Each royalty payment shall be accompanicd
by a 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 Lessec pays his royalty on or before thinty (30) days after the royalty payment was due, then Lessee owes a penalty of 5% on the royalty or 25 00, whichever
15 greater. A royalty payment which is over thirty (30) days late shall accruc a penalty of 10% of the royalty due or $25 .00 which 18 greater. In add 10 & penalty,
royaltics shall accrue interest ot o rate of |2% 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 incus a penalty in an amount set by the General Land Office administrative rule which is effective on the date when the
afMidavits or supporting documents were due. The Lessee shall bear all responsibility for paying or causing royalties (o 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 10 postpone the date on which
royalties were originally due. The sbove penalty provisions shall not apply in cases of tide dispute as 1o the Stse's portion of the royalty o 1o 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 its best
possible 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
:‘uoldnr, d and all subsequent agr and h to such contracts within thirty (30) days aftes entering into or making such contracts, agreements of

Such and agr when received by the General Land Office shall be held in confidence by the General Land Office unless otherwise
wwmmmmwmmummm transportstion, sale and marketing of the oil and gas produced on said premises,
including the books and and discharges of all wells, tanks, pools, meters, and pipelines shall st all times be subject o inspection and examination by
lthmunmmofﬂnGwmﬂMOﬂ\u.mmm the Go . Of the rep ive of any of them

(B) PERMITS, DRILLING RECORDS. Written notice of all operations on this lease shall be submitted to the C of the General Land
Office by Lessee or operator five (5) duys before spud date, work re-enlry, aband: or plug and abandonment of any well or wells Such writien
mmmwmmMmmmuchrmmwmmmn Copmofudlm completion reports and plugging
reports shall be supplied to the General Land Office at the time they are filed with the Texas Railroad C i All ap p reports or other filings that
rlhulmtlnlbﬂumywlﬁc\wﬂm&elﬂnﬂmm-ﬂhnmthmhwcmmmwmwvmmﬁl
include the word *State® in the title. Additionally, in accordance with Railroad Commission rules, any signage on the leased premises for the purpose of identifying
wells, tank batteries or other associated improvements 1o the land must also include the word “State " Lessee shall supply the General Land Office with any records,
memoranda, accounts, reports, cuttings and cores, umummmmwwmormmmummwhmmummbyme
CGeneral Land Office, in addition to those hercin expressly provided for, Lessee shall have an cl | andvor ivity survey made on the bore-hole section, from
the base of the surface casing to the total depth of well, of all wells drilled on the above described premises and shall transmit a true copy of the log of each survey on
each well 1o the General Land Office within fifteen (15) days after the making of said survey

(C) PENALTIES. Lessce 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 sct 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 and pnior 1o discovery and
production of ol or gas on said land, Lessee should drill a dry hole or holes thereon, or if during the primary term hereofl and afier the discovery and actual production
otmlupﬁmhwmmmwm“ﬁmmm this lease shall not lerminate if on or before the cxpiration of sixty (60) days
from date of completion of said dry hole or of p Lessee additional drilling or reworking operations thereon, or pays or tenders the next
annual defay 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, a dry hole be

pleted and abandoned, or the prody of oil or gas should cease for any cause, Lessec’s rights shall remain in full force and effect without further operations until
the expiration of the primary term; and if Lessee has not d prod in paying o ies ot the expi of the primary lerm, Lessee may madntain this lease

by conducting additional drilling or rking op o Paragraph 13, mhwdhwmuhhdmdpmdmmuh
Paragraph 13 Sbwldlluﬂm\-cllnrmymbsqmuud!hlledmuumdambedlmdbemnpldndnlm’mmiuln““'"“lﬂ'l"ﬂwﬂmwﬂnhmcf
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 10 make such payment, this lease shall ipso facto . I at the expi of the
primary term of any time thereafter a shut-in oil 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, st the expuration of the primary term, neither oil nor gas 1s beang
produced on said land, but Lessce is then engaged in drilling or reworking operations thereon, this lease shall remain in force so long as operations on said well or for
drilling or reworking of any additional well are prosecuted in good faith and in workmanlike manner without interruptions totaling more than sixty (60) days during any
one such operation, and if they result in the production of oil and/or gas, 5o long thereafler as oil and/or gas is produced in paying quantities from sasd land, or payment
of shut-in oil or gas well royalties or compensatory royalties ks made as provided in this loase.

13. CESSATION, DRILLING, AND REWORKING. If, after the expiration of the primary term, production of ol or gas from the leased premuses, 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 afler
such cessation, and this lease shall remain in full force and effect for so long as such operations continue i 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 vil or gas, the lease shall remain in full force and effect for so long
-mlmuum&nnr.hcl-udpc—hummqﬂmumnﬂhﬂ—hm&upnﬂmﬂumwdwmymnum-
provided herein or as provided by law. If the drilling or g op result in the completion of & well as a dry hole, the lease will not terminate if the Lessee
commences additional dnlling or reworking operations within sixty (60) days afier the completion of the well as a dry hole, and this lcase shall remain in effect so long
a8 Lessee continues drilling or reworking operations in good faith and in & workmanlike manner without interruptions totaling more than sixty (60) days. Lessee shall
give written notice 10 the General Land Office within thirty (30) days of any cessation of production.

14 SHUT-IN ROYALTIES  For purposes of this parsgraph, “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, af any time after the expiration of the primary term of & lease that until being shut in, was being maintained in
force and effect. a well capable of producing oil of gas in paying quantities is located on the leased premiscs, but ol 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 lcase, but not less than 51,200 a year for esch well capable of producing oil o 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 acre To be effective, cach initial shut-in oil or gas royalty

LR
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must be pasd on o before: (1) the expiration of the primary term, (2) 60 days after the Lessee ceases 1o produce ol or gas from the leased premises, or (3) 60 days after
L essee completes a drilling or reworking operation in accordance with the lcase provisions, whichever date s latest Such payment shall be made onc-half (172) to the
Commissioner of the General Land Office and one-half (1/2) 1o the owner of the soil If the shut-in oil or gas royalty is paid, the lease shall be consdered 1o 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, afier 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 each 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 a well located within one thousand (1,000) feet of the leased premises and completed in the same producing reservoir, of in any case
in which drainage is occurring the right 1o continue 10 maintain the lease by paying the shut-in oil or gas royalty shall cease, but the lease shall remain effective for the
remainder of the year for which the royalty has been paid. The Lessee may maintain the lease for four more successive years by Lessec paying compensatory royalty al
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) fieet of the leased premises. The compensatory royalty is to be pad monthly, one-half (1/2) to the Commissioner of the General Land
Oﬁu-ldMf(lﬂ)bhmofhﬂbwﬂuubﬂnhhMMmmmmmuMhdwnIM&onﬂmdl
causing the drainage or that is pleted in the same producing reservoir and located within one thousand (1,000) feet of the leased p If the comp
mﬂypﬂ-wlzmmhh-mhhhnﬂm-ﬂwuﬂnﬂy Lml“mnm-uplhhﬁ!h-uuﬂnimnm;
days from the end of the | 2-month penod. Compensatory royalty payments which are not timely paid will accrue penalty and interest in accordance with Paragraph 9 of
this lease. None of these provisions will relieve Lessee of the obligation of reasonable development nor the obligation to drill offset wells as provided in Texas Natural
Resources Code 52173, b . ot the d ion of the Commissioner, and with the Commussioner’s written approval, the payment of compensatory royalties can
satisfy the obligation 1o drill offset wells.

16 RETAINED ACREAGE. Notwithstanding any provision of this lease 1o the contrary, after a well producing or capable of producing oil or gas has
M-Mwﬁuh-dmMﬂmuﬂwdnmmmnm-ém-dwﬂh-ﬂyh
reasonably necessary for the proper development of the leased premises and in marketing the p

(A) VERTICAL- In the cvent this lease is in force and effect two (2) years after the expiration date of the primary or exiended term it shall then lerminate
as 1o all of the leased promises, EXCEPT (1) 40 acres surrounding cach oil well capable of producing in paying quaniities and 320 acres surrounding each gas well
capable of producing in paying quantities (including a shut-in oil or gas well as provided in Paragraph 14 hereof), or & well upon which Lessee is then engaged n
continuous drilling or reworking operations, or (2) the ber of scres included in a producing pooled unit pursusnt 10 Texas Natural Resources Code 52 151-52.153,
or (3) such greater or lesser number of acres as may then be allocated for production purposes 1o @ proration unit for each such producing well under the rules and
gulations of the Railroad C jon of Texas, or any successor agency, or other governmental authority having jurisdiction. If sl any time afier the effective date of
the partial inath ¥ hereof, the applicable ficld rules are changed or the well or wells located thereon are reclassified so that less acreage is thereafier
dbmdbﬂﬁluwlkﬁwnﬂmmmmluumluwm-nmwmuuﬂ-“umnuamhm
purposes. Notwithstanding the termination of this lease as (o a portion of the lands covered hereby, Lessee shall nevertheless continue to have the right of ingress 1o and
egress from the lands still subject to this lease for all purposes described in Paragraph | hereof, together with casements and rights-of-way for existing roads, existing
plpdmﬂoﬂuumhtlmm.m“mﬂhwmhWIW(WMMLhmhMm&MM
and for the gathering or transportation of oil, gas and other Is produced from the retained lands.

{B) HORIZONTAL. In the event this lease 15 in force and effect two (2) years after the expiration date of the primary or extended term it shall further
terminate as to all depths below 100 feet below the total depth drilled (hereinafier *decper depths®) in each well located on acreage retained in Paragraph 16 (A) above,
unless on or before two (2) years after the primary or extended term Lessee pays an amount equal 10 one-half (1/2) of the bonus originally paid as consideration for this
lease (as specified on page | hereof) 11 such amount is pad, this lease shall be in force and effect as to such deeper depths, and said termination shall be delayed for an
additional period of two (1) years and so long thereafler as oil or gas is produced in paying quantities from such deeper depths covered by this lease

(C) IDENTIFICATION AND FILING mmmmm us 10 each well shall, as nearly as practical, be in the form of a square with
the well located in the center thereof, or such other shape as may be approved by the Commissioner of the General Land Office. Within thirty (30) days afler partial
mﬂhb-mﬁhﬂ“ﬂmdmﬂn“uhmﬂnm description of the acreage and/or depths
not retained b The ded release, or a 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 Lessoe fails or refuses to exccute and record such release or releases within ninety (90) days after
being requested to do so by the General Land Office, then the Commissioner at his sole discretion may designate by written instrument the acreage and/or depths to be
relcased hereunder and record such instrument at Lessec’s expense in the county or counties where the lease is located and in the official records of the General Land
Offfice and such designation shall be binding upon Lessee for all purposes.

I7. OFFSET WELLS. Neither the bonus, delay rentals, nor royalties paid, or to be paid, under this lease shall relieve Lessee of his obligation 1o protect
the 01l and gas under the above-described land from being drained. Lessee, sublessee, receiver or other agent in control of the leased premises shall drill as many wells
as the facts may justify and shall use appropriate means and drill to a depth necessary to prevent undue dramage of oil and gas from the leased premuses, In addition, if
oil and/or gas should be produced in commercinl quantities within 1,000 feet of the leased premises, or in any case where the leased premises is being drained by
production of oil or gas, uuI.Anu.mblmuuwerntulhrlpnlumdmmmﬂhmmmmwmﬁlmlmmhmm

leased premises within 100 days after the draining well or wells or the well or wells completed within 1,000 feet of the leased p start p g in
quantities and shall prosecute such drilling with diligence. vumwmmmmwwmﬂmuuum“dmm.m
rights to forfeiture. Only upon the d won of the C ! af the General Land Office and with his written approval may the pay P y
royalty under applicabl Y par satisfy the obligation to drill an offset well or wells required under this paragraph

I18. FORCE MAJEURE. If, after a good faith effort, Lessee is prevented from complying with any of this lease, from

ma‘llmmmhh—dmugmmmmummnmmwmdw.wlmmmmdm«
any valid order, rule or regulation of government authority, then while so prevented, Lessee’s obligation 1o comply with such covenant shall be suspended and Lessee
shall not be liable for damages for failure to comply with such covenants. additionally, this lease shall be extended while Lessee is prevented, by any such cause. from
conducting dnlling and reworking operations of from producing oil of gas from the leased premises However, nothing in this paragraph shall suspend the payment of
delay rentals in order 1o maintain this lease in effect during the primary term in the absence of such drilling or reworking operstions or production of oil or gas
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19 WARR.»\NTYCLAUSE.Theawmofﬂtmlwmmumdwmd:kndudewﬂnwm.llﬂuuwo{uxwdddnlumpym:m
uwedmﬂwhundmbu.mlmwmhrmndmmdmulhﬂuhndmwmmmmm.u.usuoumlmunﬂu
leased premises Ifqumﬂupmmmfdduumufﬂuunlmdumumuuummmnuumunfummmufmuumu-}m
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 above described
l-nd.wiw!huunolLaﬂu'linwma-pmﬂudhwﬂn.dnnhmyﬂtm-dmbmbmﬁdmhmﬂwhomofﬂnuﬂlﬂwlb:paidmhimmu:
pmpnﬂimwhidlhl:lnmb:mmlhe:mimm\dividedwtfmummdmemyllunmdmevmmbepmdmeuﬂmmwunhcﬁmal
Land Offfice of the State of Texas shall be likewise proportionately reduced However, before Lessec adjusts the royalty or rental due to the Commissioner of the
GemﬂlL-nlDl'!'iun.m«mwmwmwwbhcmdmﬂmﬂLnnd()ﬂhelmmwwhmuphuulh:
discrepancy between the interest purportedly leased under this lease and the actual interest owned by the owner of the soil The Commissioner of the General Land
OMec:hlllhep-idlhev-lu:nwnuhokmduulmdhubkmmyudivmmmmbyﬂm.lmﬂt, e develop and prod cost
ullocnblemmcbmdévkhdwﬂ-t!hwum.hmwuﬂMthmmoﬂhwmoﬂkcnwiw-lmy‘lﬂynﬂﬂumpmducuun-lkx:abhln
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 s included within the boundaries of &

MMMH-MWWWSMwmmhmdﬂuwﬂHWﬁmMMCo&mﬂISI-S!IM,uf:‘f_um
mmmmmdmmwmuumfummuumm-mmdmmmm“mmmmmmmum
made on & per acre basis h Jer shall be reduced ding 1o the number of acres pooled, released, surrendered, or otherwise ed, 50 that !

m.pummmnmomu'smmhpmmmummmamﬁmmmwéammu,
if after the expiration of the primary term, the number of scres 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 lcase except water from wells or
whofﬂumdunnﬁ;wmm,mmummmwmmhmﬂnﬂmmmrwwmm
without the prior consent of the owner of the soil

12. AUTHORIZED DAMAGES. Lessce shall pay the owner of the soil for damages caused by its operations to all § | property,
livestock and crops on sasd land

W

23 PIPELINE DEFTH. 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 10 any house or bam now on said premises without the written
consent of the owner of the soil

25. POLLUTION. In developing this arca, Lessee shall use the highest degree of care and all proper safeguards 1o prevent poll Without | § the
foregoing, pollution of coustal wetlands, natural waterways, rivers and impounded water shall be prevented by the use of containment ficilities sufficient 1o, prevent
spillage, scepage or ground water contamination. In the event of pollution, Lessee shall use all means ut its disposal 1o recapture all escaped hydrocarbons o other
wmmmuauwmmwnmmmvumuwnlwummmmmm.mmﬁmmu
tank batteries 50 as 10 protect li K against loss, damage or injury, and upon completion or abandonment of any well or wells, Lessce shall fill and level all slush
piumdwlluundwnqﬂdclydmwﬂlemilingmeofdlmmw.LmM.ﬂnthuomehMpmw.lqmdmimﬁu
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 original condition and contours
as is practicable. Tanks and equip will be kept panted and presentabic

26. REMOVAL OF EQUIPMENT Subject to limitations in this paragraph, Lessee shall have the right to remave machinery and fixtures 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, Lessec may not remove casing (rom any well capable of producing oil and gas in
paying quantities. Additionally, Lessee may not draw and remove casing until after thirty (30) days written notice to the Commissioner of the General Land Office and
to the owner of the soil. The owner of the s0il shall become the owner of any machinery, fixtures, or casing which are not limely removed by Lessee under the terms of
this paragraph,

27. (A) ASSIGNMENTS. Under the conditions contained in this pargraph 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 10 and be binding upon their heirs, devisees, legal representatives, successors and
assigns. However, a change or division in ownership of the land, rentals, or royalties will not enlarge the obligati of Lessee, diminish the nghts, privileges and
estates of Lessee, impair the effectivencss of any payment made by Lessee or impair the effectiveness of any act performed by Lessee And no change or division i
ownership of the land, rentals, or royaltics shall bind Lessce for any purpose until thirty (30) days after the owner of the soil (or his heirs, devisees, legal representatives
oflui.ns)I\nhbulhoI.mulmmhh:n-ymnhudwmmmm.imhuwwmmdmk(dlmmdmmd
such original) when the ownership changed because of a conveyance. A total or partial assignment of this lease shall, 10 the extent of the interest assigned, relieve and
4mpmwni-mwoummmm|rmhhm'nmwhiumay-muuymorugmmnwmmmwmmuh
shall be apportioned as between the several owners ratably, according to the area of each, and failure by one or more of them to pay his share of the rental shall not
ammummmmﬂmwwmmmm-nwywum;w.trumwm&nmnmmrmmurm
assignment in the General Land Office before the next rental paying date, the entire lease shall terminate for failure to pay the entire rental due under Paragraph 3.
Every ussignee shall succeed 1o all rights and be subject 1o all obligations, liabilities, and penalties owed to the State by the original lessee or any prior assignee of the
lease, including any liabilitics w the State for unpaid royalties,

(B) ASSIGNMENT LIMITATION. Notwithstanding any provision in Paragraph 27(a), if the owner of the soil acquires this leasc in whole of in pad

by assignment without the prior written approval of the C issioner 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 1o 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 corp or subsidiary.

(3) & partnership in which the owner of the soil is a partner or is an employee of such a partnership,
(4) a principal stockholder or employee of the corporation which is the owner of the soil,
(3) a parner 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, sdministralor, receiver, or conservator-for the
awner of the soil; or
(7) a family member of the owner of the soil or related 10 the owner of the soil by marmage, blood, or adoption.

28. RELEASES. Under the conditions contained in this paragraph and Paragraph 29, Lessee may at any time execute and deliver 1o the owner of the soil
and place of record a release or releases covering any portion or portions of the leased premises, and thereby surmender this lease as to such portion or portions, and be
relieved of all subseq bligations as to acreage dered. I any part of this lease is properly surrendered, the delay rental due under this lease shall be reduced by
the proportion that the surrendered acreage bears 1o the acreage which was covered by this lease immediately prior 1o such surrender, however, such release will not
relieve Lessee of any liabilities which may have accrued under this lease prior (o the surrender of such acreage

29 FILING OF ASSIGNMENTS AND RELEASES. If all or any part of this lease is assigned or released, such assignment or release must be recorded
in the county where the land is d, and the ded 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 date P d by the p bed filing fee If any such
assignment is not so filed, the rights acquired under this lease shall be subject to forfeiture at the option of the Commissioner of the Gencral Land Office

30. DISCLOSURE CLAUSE. All provisions pertaining to the lease of the above-described land have been included in this instrument including the
of the true ideration 10 be paid for the exccution of this lcase and the nights and duties of the parties. Any collateral agr 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 affecting the State’s interest in the leased
premises. When the interests 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
interests

32. FORFEITURE. If Lessee shall fail or refuse to make the payment of any sum within thirty days afler it becomes due, or If Lessee or an authorized
agent should knowingly make any false return or false report concerning production or drilling, or if Lessee shall fisil or refuse 1o drill any offset well or wells in good
faith as required by law and the rules and regulations sdopted by the Commissioner of the General Land Office, or if Lessee should fail to 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, or if Lessee
should refuse the proper authority access to the records pertaining to operations, or if Lessee or an authorized agent should knowingly fail or refuse to give correct
information to the proper muthority, or knowingly fail or refuse 1o furnish the General Land Office a correct log of any well, or if Lessee shall knowingly violate any of
the material provisions of this lease, or if this lease is assigned and the assignment is not filed in the General Land Office as required by law, the rights acquired under
this lease shall be subject to forfeiture by the Commissioner, and he shall forfeit same when sufficiently informed of the facts which suthorize o forfeiture, and when
forfeited the area shall again be subject to 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 hereunder. Forfeitures may be set aside and this lease and all rights thereunder
reinstated before the rights of another intervene upon satisfactory evidence to the Commissioner of the General Land Office of future compliance with the provisions of
lhhu-ﬂﬂﬁhh-c-dhmh.ﬂtqﬂhuﬂﬂmh“dulﬂmm

33 LIEN. In accordance with Texas Natural Resources Code 52.136, the Stale shall have a first lien upon all oil mnd gas produced from the area covered
by this lease 1o 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 10 the lien provided by Texas Natural Resources Code $2.136 and any other applicable statutory lien, an express contractual fien on and security
interest in all leased minerals in and extracted from the leased premises, all proceeds which may accrue 10 Lessee from the sale of such leased minerals, whether such
proceeds arc held by Lessee or by a third party, and all fi on and impr to the leased premises used in won with the prod or g of
wdlIuwdlmnenlsmwﬁmmhmufﬂmﬁhauﬂumhummhmmmmmmmmofnyd-m.um
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 interest may be
foreclosed with or without court p dings in the provided in the Title |, Chapter 9 of the Texas Business and Commerce Code Lessee agrees that the
C l may require Lessee to and record such instruments as may be reasonably necessary to acknowledge, attach o perfect this lien Lessee hereby
represents that there are no prior or superior liens arising from and relating to Lessee's activities upon the above-described property or from Lessec's acquisition of this
lcmShouldmc(_‘mnml-rylmdumumuMdlhmmmmnmmmmtmmmymmalmrmwnwﬂmmm

34. POOLING. Lessee is hereby granted the right to pool or unitize the royalty interest of the owner of the soil under this lease with any other leasehald
or mineral interest for the exploration, development and production of oil or gas or either of them upon the same terms as shall be approved by the School Land Board
and the Commissioner of the General Land Office for the pooling or unitizing of the interest of the State under this lease pursuant 1o Texas Natural Resources Code
$2.151-52.153. 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
52.152.

35 INDEMNITY  Lessee hereby releases and discharges the State of Texas aEd the owner of the soil, their officers, employees, pariners, agents,
s, guests, es, and their respective successors and assigns, of and from all and any actions and causes of action of every nature, or other
h-m.mmmnxmmdwummmmlwnﬂm“mwunmdwumm .
of Lessee, its officers, employees, and agents arising out of, incidental to, or resulting from, the operations of or for Lessee on the leased premises hereunder, o that e
may arise out of or be occasioned by Lessee's breach of any of the terms or provisions of this Agr or by any other negligent or strictly liable act or emission of -
Lessee. 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,
amplnyeuudqnna.mmw-ipgWUyMwMIMMMMWW(MMmem
or other harm for which recovery of damages is sought under any theory including tort, contract, or strict liability, including attormneys’ fees and other legal expenses,
ncluding those related t environmental hazards, on the leased premises or in any wary related 1o Lessec’s failure to comply with any and all environmental laws; those

arising from or in any way related to Lessee’s operations o any other of Lessee’s activities on the leased premises; those arising from Lessee's use of the surface of the o’
le-nllpmuhs.ﬂmwuymndmhmwmmamdunnmdMWWuyuﬁunwmlmnr s
Lessee, its directors, officers, employces, s, agents, %, guests, invitees, and their respective successors and assigns. Each assignee of this
Agreement, of an interest thercin, agrees 1o be lisble for, exonerate, indemnify, defiend and hold harmless the State of Texas and the owner of the soil, their officers. AT e,
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 csee
AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF THE INDEMNITY OBLIGATIONS ANDVOR LIABILITIES ASSUMED UNDER THE o ees
TERMS OF THIS AGREEMENT SHALL HE WITHOUT LIMITS AND WITHOUT REGARD TO THE CAUSE OR CAUSES THEREOF (EXCLUDING L :
FPRE-EXISTING CONDITIONS), STRICT LIABILITY, OR THE NEGLIGENCE OF ANY FARTY OR PARTIES (INCLUDING THE NEGLIGENCE OF i

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 reasonable safeguards lo prevent contamination or pollution
of any environmental medium, including soil, surface waters, groundwater, sediments, and surface or subsurface strata, ambient air or any other
environmental medium in, un. o under, lh: Icnu.l pfumu;. by any waste, pollutant, or contaminant. Lessee shall not bring or permit 10 remain on the lcased
ises any ash ives, toxic materials, or substances regulated as hazardous wastes, hazardous materials, hazardous
mbulncu (as the term “Hazardous Substance” is defined in the Comprehensive Envir | R C ion and Liability Act (CERCLA), 42
US.C. Sections 9601, et seq.), or toxic substances under any federal, state, or local llwnrrepalnm('lhudnu Materials”™), except ordinary products
commonly used in connection with oil and gas exploration and development operations 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 (I) A VIOLATION OF THE FOREGOING PROHIBITION OR (1) 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 UFP, 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 AFPLY,
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 52 190, commonly known as
the Relinquishment Act, and other applicabl and ) s thereto, and if any provision in this lease does not conform to these statutes, the
statutes will prevail over uny 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. Pursuant to Chapler 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 lease is not effective until a centified copy of this lease (which is made and certified by the County Clerk from his records) is filed in the Generul Land Of
fice in sccordance 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 execulion of this lease. The bonus due the State and the prescribed filing fee shall accompany such cenified copy 1o the
Genernl Land Office

40. This is a paid-up lease, Rentals in the amount of $142.22 have been pre-paid. Half (1/2) of this amount has been paid the Lessor and half (172)
has been paid the State of Texas. See Exhibit "A" attached hereto and made a part hereof.

BY: William A. Chalfant
TITLE: President

DATE:

STATE OF TEXAS STATE OF TEXAS

BY: Oleta Elkins Iliehuhu BY:

TITLE: Individually and as agent for the State of Texas TITLE: Individually and as agent for the State of Texas
. .
Dee: ), Ko, ST 3L ¢ = Date: o s’
Kal — 1
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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 $71.11 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 $5369.06 has not been paid and if the
fourth year rental is not paid then this lease will expire. One half (}4) 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.
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copy of
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STATE OF | & YOl ({ INDIVIDUAL
ACKNOWLEDGMENT)

COUNTY OF ¥ T

Before me, the undersigned suthority, on this day personally appeared Qleta Elking Richardson, dealing in her sole
and separate property, known 1o 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 apd consideration therein expressed

™ )

Given under my hand and seal of office this the ' dayof _ " ' § X , 2005

o .

Notary Public in and for

My Commission expires Ls l ’ ‘l

rrue and Correcl
opy 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 s day of
vl
1V , 2005,

=1

3\ JUDITH K. WILLIAMS G NS A o

™
: gﬁﬁ?w Nourbf Public in and for the State of Texas
|
|
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00 FALE i .48 P AR L IERAL
FILE no. 3028 -
FILED FOR RECORD ON THE 20TH DAY OF JULY A.D. 2005 4:33 P. '
DULY RECORDED ON THE_ 25TH DAY OF JULY A.D. 2005 9:30 A. M. ;
BY: | | ‘ ‘ , DEPUTY DIANNE 0. FLOREZ, COUNTY CLERK |

REEVES COUNTY, TEXAS
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CERTIFIED TRUE AND CORRECT COPY CERTIFICATE
STATE OF TEXAS

COUNTY OF REEVES

The above and loregoing 1s & full, true and 0graphic copy o
I'IJ"‘:N gcord now n my |(i'ﬁ ul Custody a 05585510, as the

SR o 1 e ﬁwﬁggﬁ‘ﬁmﬁ%@

.UJE(?)’?;\ heraby cenifiedon _ JULY 26, 2005
6! —

&

T t? DIANNE O. FLOREZ, GOUNTY CLERK

i |} REEVES COUNTY, TEkA

7, / ;




