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Transaction # 5250

Lessor Harper, Margery Ann
Lessea: Chalfant Properties, Inc
LEASE DESCRIPTION

County PIN®
REEVES [
TERMS OFFERED

Primary Ternt S years

Bonus/ Acre: $150.00
Rental/Acre: $1.00
nwm: 1/6

COMPARISONS

MF # Lessee

MF102650 R.L. Davis, Inc
MF103440 E & M Tech, Inc.

RAL REVIEW SHEET

Wt R. Widmayer
L ease Date: 6/16/2005 Ut
Acres: 320
Base FleNo  Part Sec. Block Twp  Survey Abst#
101448 S/2 4 56 03S T&PRYCO 2627
TERMS RECOMMENDED
Primary Term 5 years
Bonus/Acre $150.00
Rental/Acre $1.00
me 1/5
Date Term  Bonus/Ac.  Rental/Ac.  Royalty  Distance
Last Lease
9/15/2002 1 year $25.00 $0.00 [1/5 Adjacent West
7/8/2003| 2 years $50.00 $1.00 1/4 4 Miles SE

Paid up rentals, except for 4th year will be $150.00 per acre
Comments: P p y f

Approved:

Thursday, {u,r]_&-l—&“?@ﬁ

6/Al)0S”
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RAL REVIEW SHEET

Transaction # Geologist: R. Widmayer

Lessor Reed, ara G | ease Date: 6/6/2005 Uk

| esses Chalfant Properties, Inc. Acres: 320
Gl21]05

LEASE DESCRIPTION

County Base File No  Part Sec. Block Twp Survey

REEVES ‘ 101448 W2~ 4 5 03S T&PRYCO

A20 v >/ 5/ Z-

TERMS OFFERED TERMS RECOMMENDED

Primary Term: S years Primary Term S years

Bonus/Acre: $150.00 Bonus/Acre $150.00

Rental/ Acre: $1.00 Rental/Acre $1.00

Royaity: 1/5 Royalty 1/5

COMPARISONS

MF # Lessee Date Term  Bonus/Ac.  Rental/Ac.  Royalty

MF 102650 R.L. Davis, Inc. 9/15/2002| |1 year $25.00 $0.00 | [1/5

MF 103440 E & M Tech, Inc. 7/8/2003 2 years $50.00 $1.00 | 1/4

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

Tuesday, June 21, 2005

Rbst#
2627

Distance
Last Lease

Adjacent West

4 Miles SE



REL'INQU.ISHMENT ACT LEASE APPLICATION

Texas General Land Office

TO: Jerry Patterson, Commissioner
Larry Laine, Chief Clerk
Bill Warnick, General Counsel

Louis Renaud, Deputy Commissioner

FROM: Robert Hatter, Director of Mineral Leasing
Peter Boone, Chief Geologist

Applicant:  Chalfant Properties, Inc.
Prim. Term: 5 years Bonus/Acre
Royalty: 1/5 Rental/Acre

Consideration

Recommended: —215 O Date: & - 2.(-0 "

Jerry Patterson, Commissioner

DATE:  21-Jun-05

County: REEVES
$150.00
$1.00 y",r 243 /"-'JV"

Not Recommended:

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

‘/Lease Form

Recommended: _ [Z4°¢ Date: é/ 29/0€

Not Recommended:
Comments:

Louis Renaud, Deputy Commissioner Date: S - /-

DS

Recommended: _ ( ’ (h7d

Not Recommended:

Bill Wamick, General Counsel Date: /5 /p

Recommended: ;géfj" /

Not Recommended:

(/ / e
Larry Laine, Chief Clerk Date: Z-/J [

Approved: £ 22%

Not Approved:

Date: &4‘”{0 0’




File Noﬁm. 04@85

LA o S,
DM s
Date Filed:—%{l&g—

]@attcrson. Commissioner
Ry




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

F-manl: ball@c ll.l“.lllll)l!Illl‘llll'\ COom

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

June 23, 2005

Mr. Drew Reid

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

RE: S/2 of Section 4, Block 56, Twp 3
T&P RR Co. Survey
Reeves County, Texas

Dear Mr. Reid:

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

The terms are $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,

William A. Chalfant, CPL

WAC/jkw
enclosures
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AAPL’s FIRST INDEPENIIENT LANDMANOF THE YEAR 1998 - 1999
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WILLIAM A. CHALFANT, CPL Ofc: (432) 684-9819

- Fax: {(432) 682-2601
E-mail: bill@chalfantproperties.com

CHALFANT PROPERTIES, INC.
Of & Cas fmsinﬂ and @tof:ntiu
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: S/2 of Section 4, Block 56, Twp 3
T&P RR Co. Survey
Reeves County, Texas

Dear Mr. Reid:

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

1. Oil and Gas Lease dated June 16, 2005, from_The State of Texas, acting by and
through its agent, Margery Ann Harper, dealing in_her sole and separate

property, covering his interest in 320.0 net mineral acres in Section 4, Block 56, Twp 3,
T&P RR Co Survey. The State of Texas to receive lease bonus payment of $24,320.00.

Also enclosed is a check in the amount of $24,445.00, including lease bonus payment and a
State filing fee of $125.00,

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

Sincerely, ".'
de/%f;vL '.n: :

William A. Chalfant, CPL RYTTN

WAC/mkc :“:'g

enclosures

AAPL’s FIRST INDEPENDENT LANDMAN OF THE YEAR 1998 - 1999
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CHALFANT PROPERTI | :
LEASE BONUS CLEARING Aggduﬁrc‘/ WERT T NA“Q]’!AL RANK 6787
432) 684-9810
-] BOX 3123 e ®
MIDLAND, TX 7970 s e
Date 8/272005 LA
TEXAS GENERAL LAND OFFICI $*24 445.00 *
I'wenty-Four Thousand Four Hundred Forty-Five and 00/100%**#¢sssssssssses Neveres DOLLARS
- -ea
TEXAS GENERAL LAND OFFICI “ee” o
1700 NORTH CONGRESS AVI E
AUSTIN, TX 78701 PRl
/ LE LR
/ / s
/ N -
Memo Lease Bonus & State Filing Fee: S2 Sec 4, Blk 56, T-3, 1+ // Jort 'y i # /'L_/ w
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MF 10560
FILE# _3927

?6«%@ "‘TM 2 aedy, 3"‘(1ic

OIL. AND GAS LEASE

weneral Land Office
Relinquishment Act Lease Form
Revised, September 1997

THIS AGREEMENT is made and entered into this 16th day of JUNE, 2005, between the State of Texas, acting by and through its agent,
MARGERY ANN HARPER, care of 301 E. ARAPAHO AVENUE, WEATHERFORD, OK 73096 said agent herein referred 1o as the owner of the soil
(whether one or more), and CHALFANT PROPERTIES, INC., of PO BOX 3123, Midland, Texas 79702 hereinafler called Lessee

I. GRANTING CLAUSE. For and in consideration of the amounts 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
mduﬂymofmmmddﬁllmfmmdmmmw laying pipe lines, building tanks, storing oil and building power stations,
telephone lines and other n, 10 produce, save, take care of, treat and transport said products of the lease, the following lands situated in
REEVES County, State of Texas, to-wit:

South Half of Section 4, Block 56, Township 3, T&P RR. Co. Survey.

containing 320.0 acres, more or less. The bonus consideration paid for this lease is as follows

To the State of Texas: Twes 0!
Dollars ($ 24.320.00)

To the owner of the soil: Twen
Dollars (§ 24,320.00)

Total bonus consideration: Forty-Eight Thousand Six Hundred Forty and 00/100
Dollars (3 48,640.00)

The total bonus consideration paid represents a bonus of One Hundred Fifty-Twe  Dollars ($152.00) per acre, on 320.0 net acres

2, TERM Suhjﬂ:lolhemhapmﬂlmhlhklmc.lhihﬂc:hﬂlbelulmurm_ﬂjymBotnl.hildm(hnthullad'pdmuy
term”) and as long thereafler 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. lfmwllhmmedmlhelundwmﬁunahﬁnm(nywm&hm.mimﬂﬂlm.
unless on or before such anniversary date Lessee shall pay or tender to the owner of the soil or (o his credit in
the 2* THIS IS A PAID-UP LEASE. SEE PARAGRAPH 40 ** Bank, at . ¢ 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 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 .oono’
Dollars (§ ) cene
To the State of Texas: . wes
. ..
Dollars (3 ) e
Total Rental
Dollars (3 )

lnnlnlcnmnumdupmlskupammwundmlmuﬂlylhemmeﬂn:nlonwdlmlybeMﬂ*hﬁdfﬁlmmwmam(nyw
each during the primary term. Al 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
lluulnu ndmybedclnveredmwbcfweu\emnﬂpumgm If the bank designated in this paragraph (or its successor bank) should cease to exist,

hiquid: fail or be ded by her bank, or for any rcason fail or refuse 1o accept rental, Lessee shall not be held in default for
ﬁﬂwemmnhsur.hplylnmlsuleudmofnnulunnlihnyumduysuhtheomofﬂw-onduuddnmtoluuenmmmhblennmnem
naming another bank as agent 1o receive such payments or tenders

True and Correct
copy of
Original filed in
Reeves County
Clerks Office
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4. PRODUCTION ROYALTIES l?m Bmduamn of oil and/or gas, Lessee agrees to pay or cause 10 be paid onc-half (172) of the royaly
provided for in this lease 1o the Commissioner ol eneral Land Office of the State of Texas, st Austin' Texas, and one-halll (1/2) of such royalty to the
owner of the soil:

(A) OIL. Royalty payable on oil, which is defined as including all hydrocarbons produced i a liquid form at the mouth of the well and also as all
condensate, distillate, mmlmﬂhyﬁmmmhmmlwplmw or other as herenaller provided, shall be
1/5th part of the gross production or the market value thereo! ulbemmolmcmuoflhewdanquumnrme
General Land Office, such value to be determined by | )ﬂ\ch‘ﬂmpouledpﬂa.ptumm if any, offered or paid for oil, condensate, distillate, or other
liquid hydrocarbons, respectively, ofnliketypcmdmvn; when run, u!)ﬂ\ehwmukapmthaeotol}'ucdu
paid in the general area where produced and when run, or )mmpmeudlofthnuhwwhnchcmnmw Lessee agrees that before any gas

produced from the leased premises is sold, used or processed in a plant, it will be run free of cost to the royalty owners through an oil and gas
separator ol conventional , or other equipment al least as efficient, so that all liquid hydrocarbons recoverable from the gas by such means will be
medﬂurequ-wcu such gas be run through a sey or other equip may be waived in writing by the royalty owners upon such terms and
conditions as 1 hey prescribe

NON PROCESSED GAS. Royalty on an ‘ulndud Nared gas), which is defined as all hydrocarh by not defined
uodmlukpulgwhmnbon.pmdwed from any wel n(] wwdedhuemwnh:wpeulu.uwmur_lpluuhtheenmmof

gasoline, liquid hydrocarbons or other ) shall be 122 pant of the gross production or the market value thereof, at the
option of the owner of the soil or the Commissioner of the 3 10 be based on the highest market price paid or offered for gas of
mu:hkqudiwmuulmuﬂmwbmprmcedmdvnmmn of the gross price paid or offered to the producer, whichever is the greater, provided that
lhemxhtmmpcumbmmnmmu’ ﬂmmwmwu-myummu.as per square inch absolute, and the standard base
ure shall be siay (60) degrees it, correction (o be made for pressure according 1o Boyle's Law, and for specific gravity according 10 (ests

by the Balance Method or by the most approved method of lesting being used by the industry at the time of testing.

(C) PROCESSED GAS. Ruynlymuyul;wuadulpolmpllﬂwdbﬂ‘ Inuhth:tmvu‘yul‘ e or other liguid hydrocarbons

shall be part of lumdﬂulupldhydmﬂrguu value thereof, at the option of the

owner of the soil or the Commissioner of the General Land Office. All ro l.lnuéuchﬁmlhllhebmdwnuhmdmdpuml(lw%)nnhmnphm

pmdudmnofmtdwpsmnhﬂd:hw!-pmdm&mlhnhm.mdwﬁlyp«wﬂﬁﬂ).ulhdpﬂwumn g 1o Lessee, whichever is the greater,
ry Y & o ke

oflhcuxalphm,p‘;'w:g id h .fﬁl that if | hydrowhm:mreoavuedﬁt;:
na in (wup-uumtmdltyw iate) owns an interest, then wmlcwl wd hydrocarbons shall
ﬁyr«m(%)uﬂnhnmlﬁmmmlmtdm qummuxw . pepolh d at arm's len
Eampoctive royabise o9 raidos, ”.’““u‘émmm“ﬁ% e M.S.:?‘"mﬁ’“’“‘”p'fi?“” B e,

ive royalties on residue gas on hiqu erm el price or offen any gas (or liqu
mhf quality hlhclnu-ﬂmuI)MMmeol{ndﬁ:nuhmnducp(ulheweigﬂedlwp‘mvdlmlpru

for the respective nflmﬂhydm:rm whichever is the greater. In no event, however, shall the royalties payable under this paragraph be less than
the royalties would nhewdwhdﬁepmbnw

(D) OTHER PRODUCTS. Royalty on carbon black, sulphur or any other prod duced or fa d from (excepting liquid
hydmhm)wlﬂandpu “casinghead,” “dry”, or any other byhmnl bwnncwanyuhmng be i%ﬂ
pant of the gross production of such prodi ulh:mnhnlhneonthmmoﬂhmofuudumCmmmoflh encral

Office, such market value 10 be determined as follows: 1) on the basis of the highest market price of each product for the same month in which such product is
produced, or 2) on the basis of the average gross sale price of each product for the same month in which such products are produced, whichever is the greater

5. MINIMUM ROYALTY. During any year afier the expiration of the primary term of this lease, if this lease is maintained by production, the
royalt nupddundwthulnuenmem:.hdlhclunhmnmuuuquaimmetaalmullddnymuﬂheam vided; otherwise, there shall be due and
pay mmbcﬁnuulnldtyurlhamm:hwmdn; anniversary date of this lease a sum equal 1o the 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 purp of this paragraph, the delay rental
amount shall be one dollar ($1.00) per acre.

6 ROYALTY IN KIND. Notwithstanding any other provision in this lease, at any time or from time to time, the owner of the soil or the
Commissioner of the General Land Office may, at the option of either, upon not less than sixty (60) days notice (o the holder of the lease, we that the
mlol’my jes accruing 1o such royalty owner under this lcase be made in kind. The owner of the soil's or the Commissioner of the al Land

's right 1o its royalty in kind shall not diminish or negate the owner of the soil's or the Commissioner of the General Land Office's rights or Lessecs
obligations, whether express or implied, under this lease.

, 17 NO DEDUCTIONS. Lessec agrees that all royalties accruing under this lease (including those pul in kind) Ml:‘:: wn.bu:la d:duumdru;hd:
(R t stor isc
producin, ;':.dfn;“bn;upuuulmuh; .:?mummm udm'w ng ol an,

royalties on the gross val d, i ding any or severance
taxes and production related costs

. PLANT FUEL AND RECYCLED GAS. No royalty shall be payable on any gas as may represent this lease's proportionate share of any fuel
uudmp: ’mru produced hereunder in any ing plant. Notwithstanding any other provision of this lease, and subject to the written consent of the
owner of the ndhCmmmuofﬂnmLﬂoﬁu.mey chph;“l:‘rrmmhwmwhmpnnm
any oil or gas producing formation ng the leased premises afier the liquid by ;Imc-'bu in the gas have been removed,; uawwshdlbe
payable on the recycled gas until it is pr and sold or used by Lessee in a manner which entitles the royalty owners 1o a royalty under this

L 2 ROYALTY PAYMENTS AND REPORTS. All royalties not taken in kind shall be paid to the Commissioner of the General Land Office m
Austin, Texas, in the following manner:

Payment of royalty on production of oil and gas shall be as provided in the rules set forth in the Texas Register, Rules currently provide that
my-uymoalqdmmdmmumngdn_lhcﬁmdL-':Ofﬁwmw%‘:fmhsmhyoftbem Mglhemmmorpm&:ﬂm.w

copy of

True and Correct

Original filed in
Reeves County
Clerks Office
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and market value including gas meter readings, pipel pts. gas line ipts and other checks or memoranda of amount produced and put into pipelines, nks, or
pools and gas lines or gas storage. and any other reports or records which the General Land Office may require 1o verify the gross production. disposition and market
value In all cases the authority of a manager or agent to act for the Lessee herein must be filed in the General Land Office. Each royalty payment shall be sccompanied
Iy & check stub, schedule. y or other advice sh 8 by the assigned General Land Office lease number the amount of royalty being paid on each
lease. If Lessee pays his rovalty on or before thirty (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 (10) days late shall accruc a penalty of 101% of the royalty due or $25.00 whichever is greater In addition to a penalty,
royaltics shall accrue interest ot a rate of 12% per year. such interest will begin accruing when the royalty is sixty (60) days overdue. Affidavits and supporting
documents which are not filed when due shall incur a penalty in an amount set by the General Land Office administrative rule which is effective on the date when the
affidavits or supporting documents were due The Lessce shall bear all responsibility for paying or causing royalties to be paid as prescribed by the due date provided
herein. Payment of the delinguency penalty shall in no way operate to prohibit the State's right of forfeiture as provided by law nor act to postpone the date on which
royalties were onginally 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 1o fair market value
10 (A) RESERVES. CONTRACTS AND OTHER RECORDS. Lessec shall annually furnish the Commissioner of the General Land Office with its best
possible estimate of oil and gas reserves underlying this lcase or allocable to this lease and shall furnish said Commissioner with copies of all contracts under which gas
is sold or p d and all subseq agreements and i 1o such within thirty (30) days after entering into or making such contracts, agreements or
d s. Such and agr when received by the General Land Office shall be held in confidence by the General Land Office unless otherwise
authorized by Lessee All other contracts and records pertaining to the producti 15 ion, sale and marketing of the oil and gas produced on said premises,
including the books and accounts, receipts and discharges of all wells, tanks, pools, meters, and pipelines shall at all times be subject to inspection and examination by
the Commissioner of the General Land Office, the Anomey General, the G . of the rey e of any of them

(B) PERMITS, DRILLING RECORDS. Written notice of all operations on this lease shall be submitted to the C i of the General Land
Office by Lessce or operator five (3) days before spud date, workover, re-eniry, temporary aband o plug and aband of any well or wells. Such written
notice to the General Land Office shall include copies of Railroad C. ission forms for appl to drill. Copies of well tests, completion reports and plugging
reports shall be supplied to the General Land Office af the time they are filed with the Texas Railroad C ion. All applicati permits, reparts or other filings that
uh‘mlhhluuwmy:pniﬁcwﬂlmmMMHMMMMmMTmWCWummWIqmmn
ildndelumuﬂi'sm"mthclillu.Addhhully.hu:ennhmmnwcqu-y:w”mwmhmmurhi&m
¢ wells, tank batteries or other d impr fo the land must also include the word “State.” Lessee shall supply the General Land Office with any records,
mmrmmwwmua“hhﬁhf%hhﬁhnfmm“mumﬁumhwbyu-
General Land Office, in addition to those herein expressly provided for. Lessce shall have an electrical and/or radioactivity survey made on the bore-hole section, from
the base of the surface casing 1o the total depth of well, of all wells drilled on the sbove described premises and shail it a true copy of the log of each survey on
each well to the General Land Office within fifieen (15) days afler the making of said survey

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

1. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If , during the primary term hereofl and prior to discovery and
Mdimufoilocwon-idhnﬂ.an-lfu!d&illlhHlmmm.wirmlmmmhuUfMIhmMwmﬂm
oroﬂnr;ubmlhmmmhmnm-waMlwnymne.ﬂnhummmuifuu&hvmenwlﬂunrﬁnﬂwlﬂn
&umchnnfunpldhnnfuid&yboleumofruhuinmem&ﬂﬂuwmumlhmumamhm
annual delay rental in the same manner as provided in this lease. If, during the last year of the primary term or within sixty (60) days prior thereto, a dry hole be

pleted and abandoned, or the producti of oil or gas should cease for any cause, Lessee’s rights shall remain in full force and effect without further operations until .".'.
) mmuﬂhwhﬂymadlfLmhmmudMiumqmm-thormmm term, Lessee may maintain this leasc 9% @
| wmwngmﬁwaﬂ!iuummiummuwmmIs.mmwtﬂ'thephmma:hdmofmormuimnds ™

Paragraph 13 Should the first well or any subsequent well drilled on the above described land be completed as & shul-in oil or gas well within the primary term hereof,
Lmoun-ymmpmuofl!nmlrwulinlh:-mumuwiﬂeﬂh«ﬁmuhﬂulhnﬂolpym.au following the expiration of sixty (60) days

| ﬂ'omlheénleofwahlnfwchlllm-inn'tlupawﬁllndupnnmIHmlnMnchplymtmilluuhtlipﬂnhﬂo‘ i 1f ot the expiration of the
pmmrylmnnunyumﬂmuhuﬂm-lnm‘lmp--d!ulouldm:b:hudmm.mmbeu-d:m-mtnwihlbem-mmm hereof - .-:
- -
.
12. DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM If, 8t the expiration of the primary term, neither oil nor gas is being *
produced on said land, but Lessee is then engaged in drilling or reworking op b 1, this lease shall remain in force so long as operations on said well or for i
th.mmtluo(nyldd‘ﬁunlwdlwptwudnpodlnmdhmindﬁemmmhuwummndmtwltﬂm.y o e
un-u:hownioa,mdinkyrmlinlhqnhﬂiuofudandlwp-.nh.huluunlmwh, duced in paying q from said land, or payment sane
of shut-in oil o gas well royalties or compensatory royalties is made as provided in this lease. e eoe
- . .
13. CESSATION, DRILLING, AND REWORKING. 1f, afier the expiration of the primary term, production of oil or gas from the leased premises, after O

once obinined, should cease nmanyummi:launl-llmmmul(medﬂhbﬂMlﬁqumh‘mmmwnny{bﬂ)dnyuﬁ«
such cessation, and this lease shall remain in full force and effect for so long as such operations continue in good fith and in workmanlike manner without interruptions
iuuliumlhun’ny{bﬂ]dlyxIfmhckﬂlin]amwimomﬁmuuwumlhepmdummaroﬂup:.tlncluulhumhinﬁllhulnddfcufm»lm
unﬂmplhmadhmdnlnndmgulnpthmhiuorp-ynnulufﬂuﬂ-mdlmwwdlmupymufwmﬂlmnM:Il
provided herein or as provided by law. If the drilling or reworking operations resull in the completion of s well as a dry hole, the lease will not terminate if the Lessee
mm-ﬂmond&ium'umwmtmlmmwnndmtwltnnhlbmﬂmaf&:wﬂlnlhmﬂﬁhhﬂﬂlwaemnloq
as Lessee continues drilling or reworking operations in good fith and in & workmanlike without mterrup totaling more than sixty (60) days. Lessee shall
give writien notice to the General Land Office within thirty (30) days of any cessation of production

14, SHUT-IN ROYALTIES.  For purposes of this pamgraph, “well® means any well that has been assigned a well number by the state agency having
Jurisdy over the prods of oil and gas If, at any time afler the expiration of the primary term of a lease that uniil being shut in, was being maintained in
force and effect. s well capable of producing oil or gas in paying quantities is located on the leased premises, but oil or gas is not being produced for lack of
suitable production facilities or lack of a suitable market, then Lessee may pay as a shut-in oil or gas royalty an amount cqual to double the annual rental provided in
the lease, but not less than $1.200 a year for each well capable of producing oil or gas in paying quantities. IT Paragraph 3 of this lcase does not specify a delay rental
amount, then for the purposes of this pargraph, the delay renfal amount shall be one dollar ($1.00) per acre To be effective, each initial shut-in il or gas royalty
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must be paid on or before: (1) the expuation of the primary term, (2) 60 days after the Lessee ceases 1o produce oil or gas from the leased premises, or (1) 60 days afler
Lessee completes a drilling or reworking operation in accordance with the lease provisions, whichever date is latest Such payment shall be made onc-half (1/2) o the
Commissioner of the General Land Office and one-half (1/2) to the owner of the soil. If the shut-in oil or gas royalty is paid, the lease shall be considered 10 be a
m:-nglaxndlhmduuuu-dhmonhlnuﬁxlpemdcrmyurhnllunﬂnflhprmlmufmmdwﬁmdnynfthemonh
following the month in which production ceased, and, after that, if no suitabl iable market for the oil or gay exists, Lessee may extend the
quforrwmmwwmnfm(l}mwmuhmmmhywuwumm“mmorudnmunyw

15, COMPENSATORY ROYALTIES. If, during the period the lcase is kept in effect by payment of the shut-in oil or gas royalty, oil or gas 15 sold and
del npylu, i m-wwmummummmothlwmudwumm-n-pm-.mu or in any case
in which drainage is ing the right to to 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 Lessce paying compensatory royalty st
the royalty rte provided in the lease of the market value of production from the well causing the dminage 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
Oﬂ'mandme-hlftlmulh:mnuufueml.bumluuhﬁmtkluhyofuwHmmem-ndhdlumuspmadtmm-dl

drainage or that 1s completed in the same producing reservou and located within one thousand (1,000) feet of the leased pr If the comp
wyaltypmdnml:-mlmdin-nlmlunhmm“%oilupmﬂly.Lmnhllnumulnmulbmdlﬁumusﬁmihnytm]
days from the end of the 12-month period. Compensatory royalty payments which are not timely paid will accrue penalty and interest in accordance with Parsgraph 9 of
this lease None of these provisions will relieve Lessee of the obligation of ble devel nof the obligati m&dlnmqndl-upmuduhn'remhlmul
Resources Code 52,173, however, at the d ination of the C: ) wwuwcm«m-wum the pay of comp Y 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 odl or gas has
been compleied on the leased premises, Lmﬁllmlh:dill;mcenflmhlypﬁuwmdtﬂu'm-ddum-twdlww:lhnm-yhc
reasonably necessary for the proper development of the leased premises and in marketing the production thercon

(A) VERTICAL- In the event this lcase is in force and effiect two (2) years afler the expirstion date of the primary or extended term it shall then terminate
uwdlnlhhﬂmEXCﬁﬂ(l)meuﬂq-&mlwdlupbhofm-nmmmmlmmumudm;nmlnwdl
pable of pe g in paying g (includi |Munﬂumwﬂnwﬂdmwwtheon.wnwdlnmuhehLmuuiknmp;dm
mﬂm&ﬁqwmﬂmmnu] ber of acres included in a producing pooled unit pursuant w Texas Natural Resources Code 52 151-52 153,
ul!)-udlynluuleu-rmmhwufmumydmbe-ﬂmdhmmmhummmﬁomhmchwodunqwdlumhthcmusnm
regulations of the Railroad Commission of Texas, or any successor agency, or other governmental authority having jurisdiction. If st any time afler the effective date of
mmmmmtmwmsddnnumd-uedwmmnwﬂ:hmdmm:udamﬁdwsulmmmbuuw
dhuldlomd\-dlotwcllshpmﬁmmmmlwmmmmumul ge not th il d 1o sald well or wells for production
purp Notwith g the termination of this lease as to a portion of the lands covered hereby, Lessee shall novertheless continue to have the right of ingress 10 and
w&whhﬂmﬂﬂw»mu—hﬂlmdumhdmwwlmtmnmmwnwwruth;m&.umﬂ
pipelines and other existing facilities on, over and scross all the lands described in Paragraph | hereof ("the retained lands®), for access 1o and from the retsined lands
and for the gathering or transporation of oil, gas and other minerals produced from the retained lands.

(B) HORIZONTAL. In the event this lease is in force and effect two (2) years afler the expiration date of the primary or extended term it shall further
terminate as 1o all depths below 100 feet below the total depth drilled (hereinafter "decper depths”) in each well located on screage retained in Paragraph 16 (A) above,
unless on or before two (2) years after 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 1o such decper depths, and said termination shall be delayed for an
additional period of two (2) 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. The surfuce acreage retained hereunder as 1o each well shall, as nearly as practical, be in the form of & square with
!hewallluuledbhmmcwmmtupnmthmemmnnﬂww Land Office. Within thirty (30) days after partial
termination of this leasc as provided herein, Lessee shall execute and record a release or rel factory legal description of the acreage and/or depths
not retained hereunder. mwmu-mumormmmmdmuammomu wnmﬂqhmuwm
General Land Office rules in cffect on the date the release is filed. If Lessee fuils or refuses to execute and record such release or releases within ninety {90) days afler
being requested 1o do so by the General Land Office, then the Commissioner at his sole discretion may designate by written instrument the screage and/or depths 1o be
released hereunder and record such instrument at Lessce's expense in the county or counties where the lease is located and in the official records of the General Land

Office and such designation shall be binding upon Lessce for all purposes. P g
as =
17. OFFSET WELLS thhngdﬁymuhwmnupn.uwhmmmuiuhurdmLmorhnublnpl:unlnptm »
the oil and gas under the above-described land from being drained. Lessee, er 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 10 & depth Y to pr undue drainage of oil and gas from the leased premises, In addition, if

wuwwmmhwn&ndmmmllmnmm1000ﬁnoflheluldptw\im.uiawuummm:ndmiibeln;hm:lby
production of oil or gas, the Lessce, sublessee, receiver or other agent in control of the lcased premises shall in good faith begin the drilling of a well or wells upon the

lcased premises within 100 days afler the draining well or wells or the well or wells completed within 1,000 feet of the lcased premises start producing in commercial 2 s
ities and shall p such drilling with diligence. Failure to satisfy the statutory offset obligation may subject this lesse and the owner of the soil's agency .o
n;mwhlnm Mwmmmoru&mmuiuuofhﬂumlmoﬂhndwtmmmmmym”morw .
royalty under applicable statutory parameters satisfy the obligation to drill sn offset well or wells required under this paragraph o
. .
18. FORCE MAJEURE. If, after & good faith effort, Lessee is prevented from complying with any expe lied of this lcase, from csee
mlﬂmmmlhwmummqnﬂumh-lhhwdpwmhmol’w nddlm riots, strikes, acts of God, or o ses
any valid order, rule or regulation of government suthority, then while so prevented, Lessee’s obligation to comply with such covenant shall be suspended and Lessee . e .
Mlmhlh&ﬁﬁmhhm:mwwhﬂamwy this lease shall be extended while Lessee is prevented, by any such causc, from " e
d @ drilling and 4 or from prod wupmmmmmmﬁ.mmmmmmmﬁmmma
dnllymulunmmmumnhnincmmllhummmmhlhmeofndﬁllum rking of production of ol or gas
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19. WARRANTY CLAUSE. The owner of the soil warrants and agrees to defend tide 1o the leased premises. I the owner of the soil defaults in payments
mdmlhelundptmlm.tlmll.cunmmdounlh:ri]hanflhlmorrhenllhlhln-dmbypyiquymmnwuruhlmmh
leased premuses. 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
rovalties due the owner of the soil

20 (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the soil owns less than the entire undivided surface estate in the sbove described
land. whether or mot Lessee's interest is specified herein, then the royalties and rental herein provided 1o be paid to the owner of the soil shall be paid to him in the
proportion which his interest bears to the entire undivided surfiice estate and the royaltics and rental herein provided 1o be paid to the Commissioner of the Cieneral
Land Office of the State of Texas shall be likewise proportionately reduced However, before Lessee adjusts the royalty or rental due to the Commissioner of the
General Land Office. Lessce or 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 Gieneral Land
Office shall be paid the value of the whole production allocable to any undi ided intcrest 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 to
the undivided interest not lcased 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 dance with Natoral R Code Sections 52 151-52.154, of if, at any
wnelna:knmmnnfﬂummmulmmmnih-mmnlmumdmhn&wﬂmwtmtn,mmmum
made on a per acre basis h der shall be reduced ding to the ber of scres pooled, released dered, or otherwise severed, so that payments determined
on a per acre basis under the terms of this lease during the primary term shall be calculated based upon the number of acres outside the boundaries of » pooled unit, or,
il after the expiration of the primary term, the number of acres Iy retained and d by this lease.

21 USE OF WATER. Lessee shall have the right to use water produced on said land necessary for operations under this lease except water from wells or
tanks of the owner of the soil, provided, however, 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 personal property, improvements,
livestock and crops on said land

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

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

ZS,POI.LUTFON‘lndcvdwiqthlm,uuﬂduﬂnnmaluﬂumdmudmm feguards to pr pollution. Without limiting the
Wa;polhlbnofmlnlwhﬂgmﬂmnﬁmmmﬁdmﬂhwwmcmofmkanmufﬁcmw.mal
lpﬂhumurycudwmmmuimlnihw—nfpoﬂuﬁoa.l.mlhhnulumnh“, 1 to P all iped hydrocarbons or other
pnuumudwlummuehwwnp-uk.mpimmuumuiuummmmma-m.mmmm
IlulMwuwmlmwhs.huuwlwtdwnmmunhﬂmumﬂmwlluwhlmmﬁll-ndhvelnll-luh
mmmmmymwummﬁormumm.mmmm perations on the leased premises, keep said premises free
nftllmau.bnulu.p-p-mnmm-d-pnmwuhuufmMlmmmdhhﬂmu—hoﬁﬂmwmmmm
as 15 practicable. Tanks and equipment will be kept painted and presentable

26. REMOVAL OF EQUIPMENT. Subject to limitations in this p graph, l.essce shall have the right to remove machinery and fixtures placed by Lessee
umrmqumrimmm"umnmmnmmum)m-hmmummnnru|mm.|m
Mnmnflhnilmbmnnmunflhnlm-dlypdod.Hmvu.Lmumynﬂmumbumulywﬂuplueofpwhcm'dlmdlum
paying quantities. Additionally, Lessee may not draw and remove casing until afier thirty (30) days written notice to the Commissioner of the General Land Office and
:ﬂﬂu 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

i paragraph,

27 (A) ASSIGNMENTS. Under the conditi ined in this paragraph and Paragraph 29 of this lease, the rights and estates of cither party 1o this
lease may be assigned, in whole or in part, and the provisions of this lease shall extend 1o and be bindi upon their heirs, devisces, legal representatives, successors and
assigns. llm.lchmudnhiouhuw-'!ﬁpnﬂhellad.um!s.wmyl!iuwﬂlmmhmllhnﬁimoftuu.m&rmﬁvkyund
u-anl'l.ulu.iup&lheﬂuuivmaruypmmbyLn-uorhwudutllnivmnfwympul‘muullryLmeMao:hnunrdivmin
Mpofhl-d.mhls.urmlnushllImdLa-hnnymunllrhhyim)byuhlhcamoflknitnrhi:hu‘n,devu‘un.lealmam
or assigns) furnishes the Lessce with satisfactory written evid of the change in hip, including the original recorded muniments of title (of a certified copy of
such original) when the ership changed b ofa Y Amula.-nhl-%of&hmhn.ulhmﬂlhmmmw
:tisd-tpl.euuofmmouimhnuhlhhhuIflﬁllnuhlﬁlmd'-hmi'yuhoﬂypnuflump.thmhldq!imlnnyrcaull
lhlllhelwntioud-bnwmlhemllmnhuy.mdh.udn“o!-ﬂ,-ndhhnbymumorﬂmbmhhdmoflhmmlﬂnﬂm
affect this lease on the part of the land upon which pro rata rentals are timely paid or tendered; h . if the assignor or assignee does not file  certified copy of such
l—'pmonllaﬂn(hlnnlLlndOl'l‘uhlhuﬂnmlmhlplyh‘ﬁu.Ihemhelﬂhllmhﬂlw!bplyﬂeﬂhnﬂlllhlmw;ﬁ3
Em)'ll!ipeclhllmdlnliiri.hhlllihmhjecllolllnﬁl;nioal.lhbhm-.udpu-hiuowdhlhswbylhwlﬂullmwnypmn-iwn[lhe
lease, including any liabilities to the State for unpaid royalties

(B) ASSIGNMENT LIMITATION, Notwithstanding any provision in Paragraph 27(a), if the owner of the soil scquires this lease in whole or i pad
wmﬁmsmmmwnrmcmmmurmwmmmuum»dmnunﬁwmmwm
of the owner may be forfeited by the C. 1551 An assign will be trested as if it were made 1o the owner of the soil if the assignee is

(1) a nominee of the owner of the soil;
(Zhwpm-mnwmhﬂdbrym-behm::mofmnilhauimplmtblduwuumornchmimuuwm,
(3) & partnership in which the owner of the soil is a partner or is an employee of such & p «h
(4) a principal stockholder or employce of the corporation which is the owner of the soil,
(5) 8 partner or employee in a partnership which is the owner of the soil,

LY
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(6) & fiduciary for the owner of the soil; including but not limited 10 & guardian, trustee, , admini , receiver, of conservator-for the
owner of the soil; or

(ﬂnim}ymnb-orhwwarlhe'ulurdﬂdmlhomnflhndbyw.ﬁmtusdqum

28. RELEASES. Under the conditi ined in this paragruph and Paragraph 29, Lessee may at any time execute and deliver 1o the owner of the soil

lndﬂmufmd-rdnuﬂmwmmwmwmmorhmmwwmtuhlhhlnnumuhpnmupmms,whe
Muvdofﬁmmwwmnbunuwmll"uypmunhhl-nhMyMWMthumm-l«uMlhwm
the proportion that the surrendered acreage bears to the ge which was covered by this lease immediately prior 1o such surrender, however, such release will not
relieve Lessee of uny lisbilities which may have sccrued under this lease prior to the surrender of such acreage

29. FILING OF ASSIGNMENTS AND RELEASES. Ifall or any part of this lease is assigned or released, such B or release must be recorded
in the county where the land is situated, and the recorded instrument or a copy of the ded ified by the County Clerk of the county in which the
mmmmmummumedmmamunu)ﬂbewnmoommrmuumsumwmmmummgh If any such

assignment is not so filed, the rights acquired under this lcase shall be subject 1o forfeiture at the option of the Commissioner of the General Land Office

30. DISCLOSURE CLAUSE All provisions peraining 1o the lease of the above-described land have been included in this instrument including the
statement of the true consideration 10 be paid for the execution of this lease and the rights and duties of the parties Any collateral agreements concerning 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 alfecting the State's interest in the leased
[ When the i nflbomofllnmlmﬂhlvmlulhnnothuu_thmofhmlunuwmwllusuu'lmnusbennhnpuml
interesis.

32 FORFEITURE. If Lessce shall fuil or refuse to make the payment of any sum within thirty days after it becomes due, or if Lessee or an authorized
lpﬂllknﬂdkmwiulymhuyllummﬂurwwmh.po&mimm&ﬂluwiﬂmulbuornmuloﬂlmuﬂmm:lin-wcllun.ood
faith as required by law and the rules and regulations adopted by the Commissioner of the Genersl Land Office, or if Lessee should fail 1o file reports in the manncr
roquimdbthahﬂmmplywﬁhmhnndu;ummprmulmadbymumLnndOch:.lh:SohmledBwﬂ.muledemnmm.ulll.nm
Mldnmuunpnpumumkymmthmnﬁpmﬂmmmuil‘LunuaumMnudmnnlmldlwwuly fil or refuse to give comect
information to the proper suthority, or knowingly fail or refuse to farnish the General Land Office u correct log of any well, or if Lessee shall knowingly violate any of
unn-tui-l;mviﬂumorlhuhu.uifﬁislq-ismwlummunnrﬂhdillhﬁcncﬂhudoﬂbe-rmmbyh-.nnngmmuamlndq
dmlmnmuhmh,'mmhﬁmbymcm.udhlnllhfumm-ﬂqmllymhmdonhbmmmmufukm.udwm
forfeited the arca shall again be subject 1o lease under the terms of the Relinguish Act. H . nothing herein shall be construed as waiving (he automatic
termination of this lease by operation of law of by reason of any special limi arising h der, Forfe may be sct aside and this lease and all rights thercunder
Mmd&mmtuofmm“ummmmwucmnhhcﬂﬂualhdomuofhmrmmﬂmm&lhmﬁmor
the law and of this lease and the rules and regulations that may be adopted relative hereto

33 LIEN. In accordance with Texas Natural Resources Code 52.136, the State shall have a first lien upon all oil and gas produced from the arca covered
b}lhul-uauumrepymlurnlluupuidmnhy|ndudwmuol'mmMmmmw\hnan.Byumpumoftmba‘memm
Smc.mlddhioutouulimmﬂdndbyfnuﬂlmmRaum(.‘adeslljsmluurath:lmhucmmlm,mupmmmdimulndmw
interest in all leased minerals in and extracted from the leased premises, all proceeds which may accrue to Lessee from the sale of such leased minerals, whether such
proceeds arc held by Lessee or by a third party, and all fixtures on and improvements to the leased premises used in with the prod or ing of
sn-.hInsedmmudulomur!np,ymntofanmylhiuaodulmmanorhhwmduuduﬁul-nudlnmnymdmtmpu
lunihnluurn-yul'l‘abyr—moru-uhuchnfmmmwndmdlﬁ-lqu.whahaupmuim;dicd.Thnlhnndmmtyammyh
foreclosed with or without court p dings in the provided in the Title 1, Chapler 9 of the Texas Business and Commerce Code. Lessee agrees that the
Commissioner may require Lessee 10 execute and record such as may be by Y 1o acknowledge, attach or perfect this licn. Lessce hercby
mh“wuﬂumlmMﬂmMﬂmuLm&uhﬁ-wmmummmuuu‘uquumﬁtm
In-.thmnwmmumwuﬂmhhcmmyduh!&hlﬂﬂhhﬂodupmvidcdhumn

34, POOLING. Lum'tlhcwyyu-dlhcnﬂlnpolwunmulhmylll’yillnnln[\hemoruuwoludulhuhum&mymluﬂdd
or mineral interest for the exploration, development and production of oil or gas or cither of them upon the same terms as shall be approved by the School Land Board
and the Commissioner of the General Land Office for the pooling or unitizing of the i of the State under this lease pursuant 1o Texas Natural Resources Code
52.151-52.153. 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. Lessec hereby releases and discharges the State of Texas aEd the owner of the soil, their officers, employees, parners, agents,
contractors, subcontractors, guests, invitees, and their resp and assigns, of and from all and any actions and causes of action of every nature, or other
mmdum‘qmirwhnhmmdmummmmuumun.ulmmm-m“m.da,u.mnu
of Lessee, its officers, employees, and agents arising out of, incidental 1o, of resulting from, the operations of o for Lessee on the leased premises hereunder, or that
uym‘uulorwlumdu-ulbyl.e-m‘luuchnruyonhuuuwwhhnortilmwhnwahuﬁiwunim;Ihuemumnn'u-nr ..
lm.th-.l..mbunbyn'-nhhlhmh.mitlnnily.thlndndkddhrﬂeuhSmome-dlhnmnfhml,Molﬁun.
W-ﬂ-mmanmamwmwmmmwmmmmmmw;mmmn.m-mw

wutlmhnubrMrmvuynrdum.uum.hundaruym-wyﬁmmmwamlﬁhﬂh.hﬂdﬂwru:uduhulqnupm .oo-..
including those related to environmental hazards, on the leased premises or in any way related 1o Lessoc's filure 1o comply with any snd sll environmental laws, ihose cese
m'u‘qlmwhllynyniundwLu:ee’wpnmuanydturm%nwﬁuulkhuﬂpmht.lhuwin’uﬁmuuu‘imofd\:mtunﬂh o evs
leased premises, and those that may arise out of or be occasioned by Lessce's breach of any of the terms or provi of this Agr or any other act or omission of 0..0 :

Lessee, its directors, officers, employees, partners, agents, contractors, subcontractors, guests, invitees, and thew respective successors and assigns Each assignee of this
Agreement, or an interest therein, agrees 1o be liable for, exonerate, indemnify, defend and hold harmiess the State of Texas and the owner of the soil, their officers,
employees, and agents in the same manner provided above in connection with the activities of Lessee, its officers, employces, and agents as described sbove. EXCEPT
AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF THE INDEMNITY OBLIGATIONS AND\OR LIARILITIES ASSUMED UNDER THE
TERMS OF THIS AGREEMENT SHALL HE WITHOUT LIMITS AND WITHOUT REGARD TO THE CAUSE OR CAUSES THEREOF (EXCLUDING
PRE-EXISTING CONDITIONS), STRICT LIABILITY, OR THE NEGLIGENCE OF ANY PARTY OR PARTIES (INCLUDING THE NEGLIGENCE OF
THE INDEMNIFIED PARTY), WHETHER SUCH NEGLIGENCE BE SOLE, JOINT, CONCURRENT, ACTIVE, OR PASSIVE.
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36 EN'VIR()NMF.NTAI HAZARDS. Lessee shall use the highest degree of care and ble safeguards to pr or pollution
of any env al ncluding soil, surface waters, groundwater, sediments, and surface or subsurface strata, ambient air or any other
environmental medium in, on, or under, meluullpmnm by any waste, pollutant, or contaminant. Lessee shall not bring or permit to remain on the leased

any ash materials, explosives, toxic materials, or substances regulated as hazardous wastes, hazardous materials, hazardous
.!uhs!lwu (as the term “Hazardous Substance® is defined in the Comprehensive Environmental Response, Compensation 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

ly used in ion 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.

37. APPLICABLE LAW. Thu lease is issued under the pfovum of Texas Natural Resources Code 52.171 through 52.190, commonly known as
the Relinquishment Act, and other ap bl and thereto, and if any provision in this lease does not conform to these statutes, the
statutes will prevail over any mmforrnml lease provisions,

38. EXECUTION. This oil and gas lcase 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 |

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
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 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 $640.00 for years two and three of this lease have been prepaid.  One half (%) of this amount has been paid 1o the
Lessor and one half (V4) has been paid 1o the State of Texas. Rental for the fourth year in the amount of $48,320,00 has not been paid and if the fourth year

rental is not paid then this lease will expire. One half (%) of the fourth year rental will be paid to the Lessor and one half (%) will be paid 1o the State of e
Texas. Rental for the fifth year is included in the fourth year rental and if the fourth rental is paid then no additional rentals are due under this lease s o
-
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STATE OF TEMNAS ™~ -« ./1 & / STATE OF TEXAS

BY

TITLE: Individually and as agent for the State of Tewas }*W'!nr 4 TITLE: Individually and as agent for the State of Texas
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Before me, the undersigned authority, on this day personally appeared
persons whose names are subscribed to the foregoing instrument, and ac
purposes and consideration therein expressed

Margery Ann Harper, known to me to be the
knowledged to me that they executed the same for the

Given under my hand and seal of office this the

< /L /i day of cdeld S L ., 2003
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Notary Public in and for /UA O 7¢ :
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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 ld day of
’.IE'WI , 2005.

o o ;\ A A : A A AN
JUDITH K. WILLIAMS Notary Public in and for the State of Texas
MY COMMISSION EXPIRES
{ February 7, 2009
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CERTIFIED TRUE AND CORRECT COPY CERTIFICATE
STATE OF TEXAS
COUNTY OF REEVES
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GENERAL LAND OFFICE

JERRY PATTERSON, COMMISSIONER

TEXAS

June 12, 2006

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

Re: RELINQUISHMENT ACT LEASE No. M-105508
320.0 acres out of the S/2 of Section 4, Blk. 56,
T&P RR Co. Survey, 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-105508. Please refer to this
number in all future correspondence concerning the lease.

Your remittance of $24,445.00, has been applied as the state's portion of the cash bonus
$24,320.00, along with a processing and filing fee in the amount of $125.00. Please let me know if
you should have any questions.

Sincerely,

j)WPemﬂ

Drew Reid
Minerals Leasing

Energy Resources
(512) 475-1534

MS/DR

Stephen F. Austin Building * 1700 North Congress Avenue ¢ Austin, Texas 78701-1495
Post Office Box 12873 » Austin, Texas 78711-2873
512-463-5001 * 800-998-4GLO

www.glo.state.t.us
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. . 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 $24,160.00 DOLLARS FOR THE CREDIT OF PARTY OR PARTIES NAMED BELOW
IN AMOUNT STATED PURSUANT TO THE TERMS OF THE LEASE IDENTIFIED HEREIN, FOR THE PERIOD FROM
TO 6/16/2010 COVERING LESSOR'S INTEREST IN LAND DESCRIBED AS:

6/16/2008 oL
Survey: T&P RR  Block/Suffix: 56 Township: 3 Section: 4 Short Desc: T&PR SVY, T3, BLK 56, SEC 4, S2 .
Feeile
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WMENT ~ 0pTION TO EXTEND teste
ZASE NUMBER TX2330009-000 LEASE DATE: 6/16/2005 PROSPECT: DIXIE LAND
ZCORDED: BOOK 708 PAGE 445 ENTRYNUMBER: 4557 COUNTY/PARISH  peeves STATE ¢
JR CREDIT OF: AMOUNT
017397 COMMISSIONER OF THE GENERAL LAND
OFFICE OF THE STATE OF TEXAS Acct: 24,160.00
STEPHEN F. AUSTIN BUILDING 1/2 $48,320.00 FOR ADDITIONAL 2 YRS
1700 NORTH CONGRESS, SUITE 600
AUSTIN, TX 78701
COPY FOR
‘O RECODTIC
IMPORTANT = o
e attached check is for the person(s) named above. Please date, sign BANK SERVICE B
d return the attached receipts on the day you receive it. If directed to a Date Received CHARGE §
nk, please deposit the amount to the credit of the person(s) named ( ‘\' \DV I MDD 0.00
ove and date, sign and return the recelpt on the day you receive it. If Sign Here ~UN T 'OK Grand Total 24.160.00
Tespondence required, please make reference to lease number. YOUID DPIOoADR™O AR
By \ L J S Check No. 33733

»03 373 3







