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* WILLIAM A, ( }'I.‘\l FASIT, CPI Ofc: (432)
) 6H82-2601

Fax: (432
E-mail: bill@chaltantprop

CHALFANT PROPERTIES, INC.

)
Ol £ Gras A{.-.‘:u:\; and “Froperties

1502 NORTH BIG SPRING
P, O. BOX 3123
MIDLAND, TEXAS 79702-3123

June 30, 2005

Mr. Drew Reid

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

RE: E/2 of Section 3, Block 57
PSL 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

\

Sipcerety,

‘ /1%{7& ZA5
hane 7 Y49

. lwupamA Chalfant, CPL ya\, ‘

WAC/jkw
. enclosures
> 4 ..

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

Transaction # 4749 Geologist: R. Widmayer

Lessor Kenyon, C.H. and wife Billie B. Kenyon Lease Date: 6/29/2005 Uk

| essen: Chalfant Properties, Inc. Acres: 320

LEASE DESCRIPTION

County PIN Base File No  Part Sec. Block Twp Survey Abst#

REEVES 2000 SR 143725 ALL(E/2) 3 57 00  PUBLIC SCHOOL LAND 4560

TERMS OFFERED TERMS RECOMMENDED

Primary Tern: S years Primary Term S years

Bonus/Acre: $150.00 Bonus/Acre $150.00

Rental/ Acre: $1.00 Rental/Acre $1.00

Royalty: 115 Royalty 15

COMPARISONS

MF 3 Lesses Date Term  Bonus/Ac.  Rental/Ac.  Royaity  Distance
Last L sase

?Jenc'x'vﬂy woads Pedvoleom “/32/0¢ |37 | (£)50 00 $ ) oo 227/ | 2 Miles South

Comments: Rentals paid up for the 2nd and 3rd years. Will pay $150.00 per acre for 4th year and $1.00 per acre for
the 5th year.

Monday, August 01, 2005
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RELINQUISHMENT ACT LEASE APPLICATION

Texas General Land Office Jerry Patterson, Commissioner

TO: Jerry Patterson, Commissioner DATE:  01-Aug-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: FJP A<} Date: 8.2 «©¢

Not Recommended:

Comments: Rentals paid up for the 2nd and 3rd years. Will pay $150.00 per acre for 4th year and $1.00 per acre

for the 5th year.
Alease Form

Recommended: l% Date: 8/ of70 5

Not Recommended:

Comments:

Louis Renaud, Deputy Commissioner Date: f/d’é; /0%

Recommended: Vo QZ

Not Recommended:

Bill Warnick, General Counsel Date: ﬁ/{g Z;Z;eg 5/

Recommended:

Not Recommended:

Laine, Chief Clerk Date: gf//z,/ 08~
Approved:

Not Approved:

fimissioner Date: AU O




(L Lerees™

Date Filed: 9// 05

Jerry E. erson, Commissioner
By

g



 WILLIAM ACCHALFANT, CPL Ofc: {432} 684-9819
Fax: (432) 682-2601
E-mail: bill@chalfaniproperties.com

CHALFANT PROPERTIES, INC.
Ood & Cias _f:asirzy and @tofzntics
1502 NORTH BIG SPRING
P.O0.BOX 3123
MIDLAND, TEXAS 79702-3123

August 1, 2005

Mr. Drew Reid

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

RE: E/2 of Section 3, Block 57
Public School Land Survey
Reeves County, Texas

Dear Mr. Reid:
Enclosed please find a certified copy of Oil and Gas Lease from the following:
1. Qil and Gas Lease dated June 29, 2005, from_The State of Texas, actinqg by and

throuqgh its agent, C.H. Kenyon and wife Billie B. Kenyon, covering his interest in
320.0 net mineral acres in Section 3, Block 57, Public School Land 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. *ee’s’
Sincerely,

R
William A. Chalfant, CPL
WAC/mkc ' o
enclosures

AAPL’s FIRST INDEPENDENT LANDMAN OF THE YEAR 1998 - 1999
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LEASE BONUS CLEARING ACCOUNT
(432) 684-89819
PO BOX 3123
MIDLAND, TX 787(

MIDLAND T

TEXAS GENERAL LAND OFFICE

I'wenty-Four Thousand Four Hundred Forty-Five and 00/100***###ssssanssesss
TEXAS GENERAL LAND OFFICI

1700 NORTH CONGRESS AVE.
AUSTIN, TX 78701

Memo  Lease Bonus & State Filing Fee: E2 Sec 3, Blk 57, PSLS

CHALFANT PROPERTIES, INC. / WEST TEXAS NATIONAL BANK

6785
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| 822005 e e
$424,445.00 .
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FILE# 3144 . . '

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

THIS AGREEMENT is made and entered into this 29th day of JUNE, 2005, between the State of Texas, acting by and through its agent, C. H.
KENYON AND WIFE, BILLIE B. KENYON, of 2402 Mariton Drive, Austin, TX 78703 said agent herewn referred to as the owner of the soil (whether
one or more), and CHALFANT PROPERTIES, INC., of PO BOX 3123, Midland, Texas 79702 hereinafier called Lessee

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

the East Half of Section 3, Block 57, Public School Land Survey

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

To the State of Texas: Twenty-Four Thousand Three Hundred Twenty and 00/100
Dollars (§ 24.320.00)

To the owner of the soil: Twenty-Four Thousand Three Hundred Twenty and 00/100
Dollars (§.24.320.00)

Total bonus consideration: Forty-Eight Thousand Six Hundred Forty and 007100
Dollars (§ 48.640,00)

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

2 TERM. Subject to the other provisions in this lease, this lcase shall be for a term of Ejve (5] years from this date (herein called "primary
term") and as long thereafler us oil and gas, or either of them, &s produced in paying quantities* from said land
As used in this lease, the term "produced n paying quantities” means that the receipts from the sale or other suthorized 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 of before one (1) year from this date, this lease shall lerminate,
unless on or before such anniversary date Lessee shall pay or tender 1o the owner of the soil o 10 his credit in
the ** _THIS IS A PAID-UP LEASE: SEE PARAGRAPH 40 ** Bank, at _____, or its successors {which shall contmnue as the depository regardless of
changes in the ownership of said land), the amount specified below; in addition, Lessee shall pay or tender 1o the COMMISSIONER OF THE GENERAL
LAND OFFICE OF THE STATE OF TEXAS, AT AUSTIN, TEXAS, & like sum on or before said date. Payments under this paragraph shall operate as a

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

To the owner of the soil
Dollars (§, )
To the State of Texas : :. :
Dollars (§ ) e 3
Total Rental .
Dollars (3 ) = ssaw .
eere
In @ like manner and upon like payments or tend Iy, the of u well may be further deferred for successive periods of one (1) year . wes
cach during the primary term. All payments or tenders of rental to the owner of the soil may be made by check or sight drafl of Lessee, or any assignee of » ... :

this lease, and may be delivered on or before the rental paying date. 1f the bank designated in this paragraph (or its successor bank) should cease 10 exist,
suspend business, liquidate, fail or be succeeded by another bank, or for any reason fail or refuse to accept rental, Lessee shall not be held in default for
failure 10 make such payments or tenders of rental until thirty (30) days after the owner of the soil shall deliver 1o Lessee a proper recordable mstrument
naming another bank as agent to receive such payments or tenders

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

. o



4. PRODUCTION ROYALTIES l?m ion of oil and/or gas, Lessce agrees 1o pay or cause (o be paid one-half (1/2) of the royalty
provided for in this lease 1o the Commissioner o lhem Land Office of the State of Texas, at Austin’' Texas, and one-half (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 in a liquid form at the mouth of the well and also as il
condensate, distillate, and other liquid hydrocarbons recovered from oil or gas run through a scparator or other equipment, as hereinafler provided, shall be
1/5th part of the gross production or the market value thereof, at the option of the owner of the soil or the Commissioner of the
General Land Office, such value 10 be determined by 1 ) the hij posted price, plus premium, if any, offered or paid for oil, condensate, distillate, or other
liqnidhydmwhnn,tupmivcly.ohIi:lypcmdgnvi;'n general area where produced and when run, or 2) the highest market price thereof offered or
paid in the general arca where produced and when run, or 3) the gross proceeds of the sale thereof, whichever is the greater. 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 e oil and gos
separator of conventional or other equipment at least as effic so that all liquid hydrocarbons recoverable from the gas by means will be
recovered. The requirement that such gas be run through a sep o quip may be waived in writing by the royalty owners upon such terms and
conditions as t hey prescribe

B) NON PROCESSED GAS. Royalty on any gas (including flared gas), which i defined as all hydrocarbons and b not defined
BﬂlmtﬂLﬁWlA)m.wnduwd;ym-y"ﬂme except as provided herein with respect 1o gas processed in a plant for the extraction of
gasoline, liquid hy bons or other ) shall be part of the gross jon or the market value thereof, at the
option of the owner of the soil or the Commissioner of the an; 1o be based on the highest market price paid or offered for gas of
comparable quality in the general area where produced and when run, or the gross price paid or offered 1o the producer, whichever is the greater, pro that
the maximum pressure base in measuring the under this lease shall not at any time exceed 14,65 per square inch absolute, and the standard base
mu'nmshallbnmy (60) degrees it, correction to be made for pressure according to Boyle's Law, and for specific gravity according 1o tests

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

liquid hydro

(C) PROCESSED GAS. Royalty on any gas n a gasoline plant or other plant for the recovery of ine or other liquid hydrocarbons
shall be L/5th part of the residue gas and the liquid h extracted or the value thereof, at the option of the
Muoflhumiinrﬂn(‘unmk;h«ofﬁleﬂmuﬂLmdomho:‘An'dmylknl:ydmhuthIbehnndmmhmdmdpwm(:m(m%]of!he"l:dpllm
production of residue gas attributable to gas produced from this ¥ on percent (50%), or thai percent accruing to Lessee, whichever is the greater,
of the total plant p S of i id.‘.,"“ rh mrib:mbhmlhrﬁlmdwndMmblm;lg:owdndlhuiﬂig\!idhymmmvend&nm
Fupmcundiuplml‘mwhinh Lessee (or its parent, subsidiary or affiliate) owns an | then age applicable to liquid hydrocarbons shall be
fty eent(SO%)ulhehidﬂllr:omlmm;wuhidmymﬁuwﬂmﬂnmdmhumﬂaamhwmwhudllmnhl h
(or if there is no such third party, .h‘ifnmpuwumbeﬁlnpedﬁedhpmmwuwmmnht}whdmlry}.whichaminﬂemu h

ive royalties on residue gas on liquid hydrocarbons shall be determined !)wchwmumpwuomhmygn‘uhm
Iy ) of le quality in the general area, or 2) the gross price paid or o for such residuc gas (or the weighted average gross selling 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 which would have been due had the gas not been processed

(D) OTHER PRODUCTS, Royalty on carbon black, sulphur or any other products produced or fn cﬁ&u’:.ﬁu,' pting liquid
hydrocarbons) whether said gas be "casinghead,” “dry”, or any other ,u.by fractionating, burning or any other processi be !gﬁ
part of the gross production of such products, or the market value thereof, at the option of the owner of the soil or the Commissioner of the General

Omae.sud\ma'kclnluelobedauminedl'o"awl:l]mlhebnhnflhehig:nmurkqptiunfmhpmduﬂfulhewmmmmhwhidlmr.hprndudil
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, if this lease is maintained by ion, the
royalties paid under this lease in no event shall be less than an amount equal to the total annual delay rental herein provided; otherwise, there shall be due and
able on or before the last day of the month succeeding the anniversary date of this lease a sum equal to the annual rental less the amount of royalties

paid during the preceding year. 1f 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

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 to the holder of the lease, ire that the
m‘l of any w-uu accruing to such royalty owner under this lease be made in kind. The owner of the soil's or the Commissioner of the General Land

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

fpm:i NO DEDUCTIONS. Lessee agrees that mmmm accruing under this lease (including those pl.i:din kind) shall be wih&ul dlednuion for the
cost o ucing, gathering, storing, separating, treating, dehydrating, compressing, processing, transporting, otherwise making the oil, and other
Mmham&mdyfuuknruu Lessee agrees 1o compute mmﬁhmhmﬂuwiwﬂ.hchﬂmmu%u for severance
taxes and production related costs

L] PLANT FUEL AND RECYCLED GAS. No royalty shall be payable on any gas ns may represent this lease's proportionate share of any fuel
used to process pmduudherwndermmygtomh;phu Notwithstanding any other provision of this lease, and subject to the written consent of the
owner of the soil and the Commissioner of the eneral Land Office, Lessee may recycle gas for gas lift purposes on the leased premises or for injection into
moduwpruhc:!rmmu ing the leased premises after the liquid hydrocarbons contained hﬂnummm.mmrlhhshdlhc
payable on the recycled gas until 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 to the Commissioner of the General Land Office at
Austin, Texas, in the following manner

I‘IymmlnfmylllympmdudionnfollldgﬂmhllﬂﬂﬂdmlhemlcldMHMTGWRWH‘RHHMIY ovide that
royalty on oil is due and musit be received in the General Land Office on or fore the Sth day of the second month succeeding the month of pi ction, and
royalty on gas is due and must be received in the General Land Office on or before the 1 5th of the second month succeeding the month of production,
accompanied by the affidavit of the owner, manager or other authorized agent, completed in the and manner prescribed by the General Land Office and
howing the gross and disp of all o1l and gas produced and the market value of the 0il 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

L
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and market value including gas meter readings, pipeli pts, gas line receipts and other checks or memorsnda of smount produced and put into pipelines, tanks, o
pools and gas lines or gas storage, and any other reports or records which the General Land Office may require o verify the gross production, disposition and market
value In all cases the authority of s manager or agent to act for the Lessec herein must be filed in the Geneoral 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
leasc If Lessee pays his royalty 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
is greater. A royalty payment which is over thirty (30) days late shall accrue a penalty of 10% of the royalty due or $25.00 whichever is greater. In addition to & penalty,
royaltics shall accrue interest at a mite of 12% per year, such interest will begin sccruing when the royalty is sixty (60) days overdue Affidavits and supporting
documents which are not filed when due shall incur & penalty in an smount set by the General Land Office administrative rule which is effective on the date when the
aflidavits 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 (o prohibit the State’s right of forfeiture as provided by law nor act to postpone the date on which
royalties were originally due. The sbove penalty provisions shall not apply in cases of tide dispute as to the State's portion of the royalty or to that portion of the royalty
in dispute as to fair market value

10, (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessce shall annually furnish the Commissioner of the Geneml Land Office with its best
possible estimate of oil and gas reserves underlying this lease or allocable to this lease and shall furnish said Commissioner with copies of all contracts under which gas
is sold or p d and all sub and d to such contracts within thirty (30) days after entering into or making such contracts, agreements or
amendments. Smh:mmuﬂlmaﬂuhﬂrmdbylhbmﬂlud%ﬂdlh:hcldmmbdmcebytb:ﬂmnlundomumhumm“c
authorized by Lessce. All other contracts and ining to the prods sportation, sale and marketing of the oil and gas produced on said premises,
wdudﬂlh:buit;ndmmnmmwllluﬁh mpooin maters, and pipelines shall at all imes be subject to mspoction and cxamination by
the Commissioner of the Generul Land Office, the Anomey General, the G , of the rep ve of any of them

(B) PERMITS, DRILLING RECORDS. Written notice of all operations on this lease shall be sub d 1o the C of the General Land
Office by Lessee or operator five (5) days before spud date, workover, re-cntry, temporary aband of plug and aband of any well or wells. Such writien
mmwlh-()n-llnndomnﬂl-duhmpmufbdrmdtmmhmhnpplmhtm Lanuotudlm,mwlcmwuuﬂplum
reports shall be supplied to the General Land Office at the time they are filed with the Texas Rallroad Ci i All permuts, reports or other filings that
mmh:wuym&wdluklmdmﬂumMh&TmMﬂLmﬂmwn’ﬂﬁpmwM
include the word "State” in the title Additionally, i sccordance with Railroad C i rules, any signage on the leased premises for the purpose of identifying
m;mmumwmmmuannMnﬂmmm "State. " Lessee shall supply the General Land Office with any records,
reports, i ndquorulhnmh'mllnnrdluuwlhmulthmmwmn.wuﬁhnyhlwbylle
Gmu-lhndﬂﬁu.nndduumﬂumhumupuﬂywnﬂddhu-ulhﬂhnu‘ ical and/or mdivactivity survey made on the bore-hole section, from
the base of the surface casing 1o the total depth of well, of all wells drilled on the above described premises and shall ransmit o true copy of the log of cach survey on
each well to the General Land Office within fifteen (15) days afler the making of said survey

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

11 DRY HOLEACESSATION OF PRODUCTION DURING PRIMARY TERM. If , duning the primary term hereof and prior to discovery and
production of oil of gas on said land, Lessee should drill & dry hole or boles thereon, or if during the primary term hereof and after the d y and actual prod
nfoolmmM(hlmdmnﬂMmmemMurmu.lhuluuuhllmmm-lellmubeheuunplnnmnfuuﬂwlau
from date of completion of said dry hole or of prod Lessee additional drilling or reworking operations thereon, or pays of lenders the next
annual delay rental in the same manner as provided in this lease 1f, during the last year of the primary lorm or within sixty (60) days prior thereto, a dry hole be

leted and shandoned, or the produ of oil or gas should cease for any cause, Lessce'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 production in paying quantitics at the ton of the primary term, Lessce may mamtam this lease
by conducting additional drilling or reworking operstions pursuant to Paragraph 13, using the expiration of the primary term as the date of cessabon of production under
Paragraph |3, Should the first well or any subsequent well drilled on the sbove described land be completed as a shut-in oil or gas well within the prmary term hercof,
Lessec may resume payment of the annual rental in the same manner as provided herein on or before the rental paying date following the cxpiration 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 terminate 1f at the expiration of the
primary term or any time thereafter 8 shut-in oil or gas well is located on the leased premises, payments may be made in accordance with the shut-in provisions hereofl.

12. DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM. If, at the expiration of the primary term, neither o1l nor gas is being
produced on said land, but Lessee is then engaged in drilling or i h &uluuﬁllmmnmmnloqummmnnmnu[w
ddlqumofuyMwﬂmw»mmwu i like manner without interrup g more than sixty (60) days during any
mwchopwmn,udnflhyruullwthpnducbwnrodnwwmnmmhuﬁlmmlnminpyhlmmﬂnmumhnd.nrp-ym
of shut-in oil or gas well royalties or compensatory royalties is made as provided in this lease

13, CESSATION, DRILLING, AND REWORKING. 1f, after the expiration of the primary term, production of oil or gas from the leased premises, afier
once obtained, should cease from any cause, this lease shall not if Lessee dit i 'anmqmwwnrtmlnpnlm-wuhmam(bﬂ)dnyulm
such cessation, and this lease shall remain in full force snd effect for so long as such operations continue in good fith and in work manlike manoer
mm;mmnnny(w)dtytIlmaﬁlluumiqwumhthMumofmluﬂmm*ﬂlmubﬂﬁtuundc&ctlwsoluu
a5 oil or gas is produced from the lcased prenuses 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. [f the drilling or reworking operations result in the compl of 8 well as a dry hole, the lcase will not terminate if the Lessee
thﬂnuuMuw»u-lhm(ﬂlhruthnﬂhudluntymldﬁslﬂnhﬂmmefﬁunhq
as Lessee continues drilling or reworking operations in good faith and i & workmanlike manner g more than sixty (60) days. Lessec shall
give writien notice 1o the General Land Office within thirty (30) days of any cessation of production

14, SHUT-IN ROYALTIES  For purposes of this paragraph, “well* means any well that has been assigned » well number by the state agency having
Jurisd over the prod of oil and gas. If, al any time after the expiration of the primary lerm of & lease that until 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 ol 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 to double the annval rental provided in
the lease, but not less than $1,200 & year for each well capable of producing oil or gas in paying quantitics. |f Paragraph 3 of this lcase 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, each initial shut-in oil or gas royalty

True and Correct
copy of
Original filed in
Reeves County
Clerks Office
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must be paid on or before (1) the expiration of the primary term, (2) 60 days afler the Lessee ceases o produce oil or gas from the leased premises, or (1) 60 days afler
Lessee completes a drilling or reworking operntion in sccordance with the lease provisions, whichever date is latest. Such payment shall be made one-half (1/2) to the
Commissioner of the General Land Office and one-half (172) to the owner of the soil If the shut-in oil or gas royalty is paid, the lease shall be considered 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, after that, if no suitable production facilities or suitable market for the oil or gas exists, Lessee may extend the
lease for four more successive periods of one (1) year by paying the same amount 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 to maintain the lease by paying the shut-in oil or gas royaity 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 Lessee paying compensatory royalty at
the royalty rate provided in the lease of the market value of production from the well causing the drainage or which is completed in the same producing reservoir and
within one thousand (1,000) feet of the leased premises. The compensatory royalty is to be paid monthly, one<half (1/2) to the Commissioner of the General Land
Office and one-half(1/2) to the owner of the soil, beginning on or before the last day of the month following the month in which the oil or gas is produced from the well

ing the drainage or that is pleted in the same producing reservoir and located within one thousand (1,000) feet of the leased premises. 1f the comp y
royalty paid in any 12-month period is in an amount less than the annual shut-in oil or gas royalty, Lessee shall pay an amount equal 1o the difference within thirty (30
days from the end of the | 2-month period 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 ble develop nor the obligation to drill offset wells as provided in Texas Natural
Resources Code 52.173; b , &t the determis of the C: 1554 and with the Commissioner's written approval, the payment of compensatory royaltics can
satisfy the obligation to drill offset wells

16, RETAINED ACREAGE. Notwithstanding any provision of this lease 1o the contrary, after 8 well producing or capable of producing oil or gas has
meu&hdmlmﬁllmhlhdilmdlmﬂywndﬁnpnnmhdrﬂlh.Mddﬁwwdluwlhnnyh
reasonably necessary for the proper development of the leased premises and in marketing the production thereon

lMVERTICAL—InduMNﬂ-uhhhuwcmumﬂ)ymdl-muﬂm&uefthmmumﬂmnﬂlﬁmm
ulnllluﬂhclundmBXCE"(I)ﬂmmﬂu-doﬂtdlqnbhofM.hnﬁnmhﬁuﬂlmqumm\tdl |
np&ofmilmwﬁ-(indndh;uﬂhaﬂmmwﬂnww“hPanp-piNh-nﬂ.uuudl-mwhkhLunuhthnmppdiu
continuous drilling or reworking operations, or (2) the number of acres included in a producing pooled unit pursuant to Texas Natural Resources Code $2.151.52 153,
of (3) such greater or lesser number of scres as may then be allocated for production purp toap unit for each such producing well under the rules and
regulations of the Railroad Commission of Texas, or any successor agency, or other go | authority having jurisdiction, If at any time after the effective date of
mmlmmmmtuwmMddﬂnhﬂahwﬂ!u-ﬂllwtﬁummmhdnlheloum;eumm-ﬁn
allocated to said well or wells for production purposes, this lcase shall thereupon terminate as to il ge not thereafer all d w said well or wells for production
purposes. Notwitk ding the inats nrm‘nlnuuhnpoﬂmofmhudnmdh-wy.mulmlumlmhhulhmuohwhw
wlunthm«ill-bjeubthill-uhtlllmmhhwlmﬁmwthmuddﬁmf-ﬂylnrwmmlda.nklh'
pipelines and other existing facilities 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 two (2) years afler the expiration date of the primary or extended term it shall further l..O.
terminate as to all depths below 100 feet below the total depth drilled (hereinafler “decper depths™) in each well located on ge retained in Paragraph 16 (A) above, LU
ummwufuum(l)ymlnumplin-yamuﬁedml,uucpuyimnmoulnqmlhone-h-lf(lmofdnbmsuilhnllypuumm&xlm .
lﬂn(aupull\doumplhunoﬂIl’-uchunmu'nwld.mlllu.-d-nbeluhwweﬂhﬂnmmtdqlum-nd-ummﬂmmlbeddlydlwnn
ldamnmlpuiodnrlwou)yuruud-uImlﬂum-luuoilunnhprodnudiapyiumitblnmuthdupadeplmmvwdbyﬂihlun

(C]IDEH!’IFICATIONANDFILINGThcwtnmnmmdhu—aduummwdllhlll.unnﬂyumctinl,hluﬂuhmnflqmmwlm o sss
ﬂlewolllouhdmu:ecemuMmtummmullmhlwdhh&mﬂhﬂwﬂl..lnd()ﬂhr_Wiltilﬂlhy(lﬂ)byuﬁuplﬂill .. 98
termination of this lease s provided herein, Lessee shall execute and record s release or rel Ining » satisfactory legal description of the acreage and/or depths S
not retained by der. The "ui-n.aluniﬁedcopyofnme.Mlhmdhhﬁmﬂwofﬂw.mnubyﬂuﬂluhwmﬁdbym L
Gmwdomcemmmdfeumhmrherdanuﬁldleruhﬁsauﬁuumnmmm-dldnnutdnmﬁmmuinuyl‘mhhyuﬂu sene
heing requesied 1o do so by the General Land Office, then the C 1581 at his sole discretion may designate by written instrument the acreage and/or depths to be . .
released hereunder and record such 1 Lessee's expense in the county or counties where the lease is located and in the official records of the General Land ERN
Office and such designation shall be hinding upon Lessee for all purposes . oo:

. .
17. 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 o |

the oil and gas under the above-described land from being druined. Lessce, sublessce, receiver of other agent in control of the leased premises shall drill as many wells
uthbﬂsmy;nm&mdMluuamopmlem-dﬂlmndﬂwmmnﬁewofﬂdwMdnlnndprmﬁnu.lnlddiion.if
odlwamﬁuldkwmdlumdmml.wﬂhaofﬂelaﬂp-lim.minnquuwhwcthlunimh-hhduwby

production of oil or gas, the Lessee, mﬂmmeeimuuhﬂlﬁhmdnfhkuﬂmhﬂ-Miﬁqulhamiuohwdluwlllwm
Inndprmviimwotyuaulhnhmnlnllaulswihudlmndhwwmhh 1,000 fect of the leased premises stant producing in commercial

quantitics and shall prosecute such drilling with diligence, Faﬂua!ndh&lhmwynﬂuow'ﬂnnmmnhh-ndhumnflhemru.m;y |
rights to forfeiture Only upon the deter of the C of the General Land Office and with his written approval may the payment of compensatory
mlqmduwﬂhﬁenmmmdh&rhouwwmnnﬁuwdluu:llnwnmduduthnwpi

18. FORCE MAJEURE H’.lﬂur-podﬁiti:ﬂhn.lmumv‘bdhmcnmplmwihmnprummqindwofmlmlnm '

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

mmwm.mkummofw_m.Mwﬁbmmwuﬁlwiﬂnhwm-ﬂwduﬂh-upnddndhme l

:hllmhlihkfnrhmnhﬁdwummﬁyﬂbndmmﬂxndﬂkh-ﬂy.&hcﬁlkmmﬁdwﬁhtmhmhmyudu:mn.Ih:m |

conducting drilling and reworking operations or from producing oil or gas from the leased pr However, nothing in this paragraph shall suspend the payment of '
dﬁltymﬁll&mﬂkvmnlinumlhllnnhzﬁmhm;lhcmmlrymrmmdnmd-chﬁlliqumiéqnwﬂmwmaiuofoﬂmpn
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19 WARRANTY CLAUSE The owner of the soil warrants and agrees to defend tide 1o the lcased premises. |f the owner of the soil defaults in payments
owed on the leased premises, then Lessee may redeem the rights of the owner of the soil in the leased premises by paying any mortgage, laxes of other liens on the
leased premises. |f Lessec makes payments on behalf of the owner of the soil under this paragraph, Lessee may recover the cost of these payments from the rental and
royalties due the owner of the soil

20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the soil owns less than the entire undivided surfice estate in the above described
Iud.wtduulotLum'l‘mmuhlpedﬂedwmﬂnm:mmﬂmwmwlnhpﬂwm«twu-nfh--ﬂ:hnhpuwhiminh
mmounuhui-ubmmmmhmdivuuhumMhmwmmmvwmhﬂmlhcwmwu&mﬂ
Land Office of the State of Texas shall be likewise proportionately reduced However, before Lessee adjusts the royalty or reatal due to the Commissioner of the
G—mludomnumuhuuw-munmmwucm»rummom-m-mmmnu
Mmmmmwmm_mmmmomwm“ﬁdm»a The Commissioner of the General Land
Office shall be paid the value of the whole production allocable 10 any undivided interest not d by a leasc, less the proporti develop and prod cost
allocable to such undivided interest However, in no event shall the Commissioner of the General Land Office receive as & royalty on the gross production allocable w
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 leasc is included within the boundaries of a
mﬂduilhmbmwmdbyhmummmwmnf&emilinm&nuwithﬂlmmuCod-SmmﬂISI-S!IS‘.ufiI'.uuy
tine-ﬂertbeupimionofduprimmrmnnneemudedmmhumvmlhﬂumntunlmmmnunimtmwhqeh.mmm:hlm
made on & per acre basis b der shall be reduced ding to the ber of scres pouled, released, surrcndered, or otherwise severed, so that payments determined
on-pcnuImiwadwuuunmonhhm&ﬂuhﬁmmmudmuudwmcmhofmmwmohpoolednnil.ar.
if after the expiration of the primary term, the number of acres actually retained and coveted by this lease

21. USE OF WATER. Lmnmﬂlhwmuiﬂ-nmmmnﬂhﬂdmhmnndntmmmmﬁmwdhw
tanks of the owner of the soil, provided, bowever, Lessec shall not use potable water or waler 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 operations (o all personal property, improvements,
livestock and crops on said land.

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

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

25 POLLUTION. In developing this ares, Lessee shall use the highest degree of care and all proper safe ds 1o prevent poll Without | g the
foregoing, poll of coastal wetlands, natural waterways, rivers and impounded water shall be provented by the use of contminment facilities sufficient to, prevent
anummthMaﬂnrpﬂmL«mulmﬂmnh‘, | o P all ped hydrocarbons or other

wmwm&wu&wuwﬂxuﬂwmwLuu:ﬁuﬂhiﬂndmi&iuhmuuwduﬂuﬂ.nw.uﬂhmnmlw
tank batterics 5o as 10 protect livestock against loss, damage or injury, and upon completion or sbandonment of any well or wells, Lessee shall fill and level all shush
mudedhnwdwadydnwumlqﬂcofﬂmwﬂhm.bmocmmmm“um_ keep said p free
ol’lllmbbilhmhuﬂq.pp-mpmmudupoaMofmﬂmﬂlmhuﬁafﬁhﬂnumnmmuwndmm
as is practicable. Tanks and cquipment will be kept painted and preseatable.

26. REMOVAL OF EQUIPMENT . Subject to limitations in this paragraph, Lessce shall have the nght to hinery and I placed by Lessee
uhhﬂpﬂm%&ehﬂlmhwnﬂmmi‘wihho-hmkdmuyllm)dlnuhm“mwmmunfmmunku
the owner of the s0il grants Lessee an extension of this 120-day period. However, Lessce may not remove casing from sy well capable of producing oil and gas in
paying quantities Addil‘mully,Lmuymhwnndmmbluuﬂahwﬂy(m)hylmmhuwfmofmmwofﬁumd
1o the owner of the soil. The owner of the soil shall become the owner of any machinery, fixtures, or casing which are not timely removed by Lessee under the terms of
this paragraph,

27 (A) ASSIGNMENTS. Under the conditions contained in this paragraph and Paragraph 29 of this lease, the nights and estaies of eiher pany 1o this
I-nn-ybcuupd.hMuhmdhw“ot&ubﬂlmﬂmnﬁhﬂuwtbﬁh-‘n.d:vhmlmlrwmlllivﬂ.mmumud
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

mdmtwhhlm:tm-nfaupmmbymwwuu& of any sot perfi d by Lessee. And no change or division in
owmhipnl‘:hchnd.mll.acrnynlﬁuul-llbi-dl_mfumWuﬂtmtlo)hnlhmomoflhln'll(nlNlhein.deviuﬂ.leplrmﬂilvu
or nssigns) furnishes the Lessee with factory written evid of the change in hip, including the original ded i of title (of & cenified copy of

mhmnﬂul)muaomﬂpwmdlmqmAmdmmdmmufﬂhhusul,mmmﬂﬁnui-unnipd,ml.nevelnd
MLmolﬂlumﬁimmmmmﬁumuwI-iu:nhtyuwﬂymof&emu.hﬂwldwwwpymﬂh
Mbuppuﬁudubamlunwﬂwmnnhly.mdhlwuu-uf-dxmmebymumollhmlommshnonhmulwm
affect this lease on the part of the land upon which pro rata rentals are timely paid or tendered; b . if the sssignor or assignee does not file a certified copy of such
mimhhﬂnunlI‘domnehintlemmnlnyhgmhmhuﬂwhlumupymlwrm&umPm'uﬂl
qundpulhﬂMmmn.hwhuﬁnummlmﬂwﬁuwdanmbyHuwi‘l-llnuwmmnmpuolh
lease, including any liabilitics to the State for unpaid royalties.

(B) ASSIGNMENT LIMITATION. NﬂMwynmmmmPWZT(-).uanmof&emdmmuluumMumpd
aymwmummwm&cmammuuommmakunrm:mormmmwpow
of the owner may be forfeited by the C issioner. An assi will be treated as if it were made 10 the owner of the soil if the assignee is:

(1) & nominee of the owner of the soil,
(thnwumunbnﬁryi-wln'dlilnmoflh:mlunMmﬂuuuuuﬂwuof-chlwwmmuum.
{J]aMhMﬂumo{hmﬂhnmuhu.ﬂmohﬂnM

(4) » principal stockholder or employee of the corporation which is the owner of the soil;

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

copy of
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(6) a fiduciary for the owner of the soil, including but not limited 1o a guardian, trustee, executor, administrator, receiver, or 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 hy marmiage, blood, or adoption

28. RELEASES. Under the conditions contained in this paragraph and Paragraph 29, Lessee may af any time execute and deliver to the owner of the soil

and place of record a release or releases covering any portion or portions of the leased premises, and thereby surrender this lease as 1o such portion or partions, and be
relieved of all subsequent obligations as to acreage surrendered |fany 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 to such surrender, however, such release will not
relieve Lessee of any liabilities which may have sccrued under this lease prior 1o the survender of such acreage.

29, FILING OF ASSIGNMENTS AND RELEASES. 1fall or any part of this lease is assigned or rel d, such assi or release must be recorded
in the county where the land is d, and the ded | or s 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 ks pot so filed, the rights scquired under this lease shall be subject to forfeiture at the option of the Commissioner of the General Land Office

30. DISCLOSURE CLAUSE. Al provisions pertaining 10 the lease of the above-described land have been included in this including the
statement of the true consideration to be paid for the execution of this lease and the rights and duties of the partics Any collateral agreements concerning the
development of o1l and gas from the leased premises which are not contained in this lease render this lease invalid

31, FIDUCTARY DUTY. The owner of the soil owes the State a fiduciary duty and must fully disclose any fscts afecting the State's interest in (he 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 Stae’s interests before his personal
inferests

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 retum or false report concerning production or drilling, or if Lessce shall fail or refuse to drill any offset well or wells in good
fuith as required by law and the rules and regulati dopted by the C i 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 Lessce
should refuse the proper suthority access to the records pertaining to operstions, or if Lessee or an suthorized agent should knowingly fail or refuse 1o give correct
information to the proper authority, or knowingly fail or refuse to furnish the General Land Office & 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 authorize a forfeiture, undurlnul

lbrl'mcdlhrn-lhllnpllhelubjoawiuuudnlhmnofmkﬂhqummllowmrnndlhllurnmnhllhl d as waiving the

termination of this lease by operation of law or by reason of any special limitation arising b der. Forfe may be set aside and this lease and all rights thereunder ‘
reinstated before the rights of another intervene upon satisfiactory evidence to the C i of the General Land Office of future compliance with the provisions of f
the law and of this lease and the rules and regulations that may be adopied 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 area covered ‘
by this lease to secure psyment of all uapaid royalty and other sums of moncy that may become due under this lease. By acceptance of this lease, Lessce 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

[
m-muumw-mmmmummmmmmmum-mmmormwm-mmm e
proceeds arc held by Lessee or by a third party, and sl fi on and i to the leased premises used in ion with the pr o ing of LL L
mhhsdﬂmdn:nudamm:hnmohﬂmy-umummduuhmMMMMMmmmlohqmu L]
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 count p dings in the manner provided in the Title |, Chapter 9 of the Texas Business and Commerce Code. Lessee agrees that the |
Conmﬂm:rn-yrewiml.mlouumwwdmmmumhmmmtommm«wh:mhlh Lessec hereby |
represents that there sre no prior or superior liens arising from and relating to Lessee’s activities upon the above-described property or from Lessee’s acquisition of this : :':
lease. Should the Commissioner st any time d ine that this rep ion is not true, then the Commissioner may declare this lease forfeited as provided herein e 0w
|
34 POOLING. Lessee is hereby granted the right 10 pool or unitize the royalty interest of the owner of the soil under this lease with any other leasehold .
or mincral 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 ™ e
and the Commissioner of the Genernl Land Office for the pooling or unitizing of the | ormm-mammmmrmmmmumcm l ceve
52.151-52.15). The owner of the soil agrees that the inclusion of this provision in this lease satisfies the q stated in Texas Natural Resources Code o wese
52.152 . .
e »

35 INDEMNITY  Lessee hereby releases and discharges the State of Texas aEd the owner of the soil, their officers, employees, pariners, agents,
contractors, subcontractors, guests, invitees, and their respective successors and assigns, of and from all and any sctions and causes of action of every nature, or other
harm, including environmental harm, for which recovery of damages is sought, including, but not limited o, all losses and expenses which are caused by the activitics
of Lessee, its officers, employees, and agents anising out of, incidental to, or resulting from, the operations of or for Lessee on the leased premises hereunder, or that
may arise out of or be occasioned by Lessee's breach of any of the terms or provisions of this Agr , or by any other negligent or strictly liable act or emission of
Lessce. Further, Lessee hereby agrees to be liable fior, exonerate, indemnify, defend and hold harmless the State of Texas and the owner of the soil, their officers,
employces and agents. their successors of assigns, against any and all claims, liabilities, losses, damages, mbu. personal injury (including death), costs and expenses,
or other harm for which recovery of damages is sought under any theory including tort, or strict liability, includi yy' foes and other legal expenses, |
-du&nllhuurahlumemnmth-ards.mnhI:ndmammmmwwlﬁﬂmmwmwmdmmmllmn those
arising from or in any way related to Lessee's operations or any other of Lessee's activities on the leasod premises; those arising from Lessee's use of the surface of the
qudprm-,mdmnummMeruMMhLMMnhwonhmupmmnfﬂu:Wanyuhummomkno!

Lessee, its di s, officers, employees, ngents, b guests, , and their € s and assigns. Each assignee of this
wﬂmtﬂmlIMWlobehueh nmw (M’udndlnldmmsusomeanbmofMmLMom«u
employees, and agents in the same manner provided above in with the activities of Lessee, its officers, employees, and agents as described sbove EXCEPT

AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF THE INDEMNITY OBLIGATIONS ANDIOR LIABILITIES ASSUMED UNDER THE
TERMS OF THIS AGREEMENT SHALL HE WITHOUT LIMITS AND WITHOUT REGARD TO THE CAUSE OR CAUSES THEREOF (EXCLUDING
PRE-EXISTING CONDITIONS), STRICT LIABILITY, OR THE NEGLIGENCE OF ANY PARTY OR PARTIES (INCLUDING THE NEGLIGENCE OF
THE INDEMNIFIED PARTY), WHETHER SUCH NEGLIGENCE BE SOLE, JOINT, CONCURRENT, ACTIVE, OR PASSIVE.
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36 ENVIRUNMENTAL HAZARDS. Lessee shall use the highest degree of care and reasonable safeguards to prevent contamunation or pollution
of any envi luding soil, surface waters, groundwater, sediments, and surface or subsurface strata, ambient air or any other
environmental medium in, on, or under, the leased premises, by any waste, pollutant, or contaminant. Lessee shall not bring or permit 1o remain on the leased
premises any asbestos contmining materials, nplnﬂv:s loxic materials, or lubmnuu rcphwd as hazardous wastes, hazardous materials, hazardous
substances (as the term "Hazardous Sub: * is defined in the Comprehensive Envi Compensation and Lisbility Aa (CERCLA), 42
US.C Sections 9601, et seq), or toxic substances under any federal, state, or local law or n:guhum ("Hazardous Materials”™), excepl ordinary products
commonly used in connection with oil and gas exploration and development operations and stored in the usual manner and quantiies. LESSEE'S
VIOLATION OF THE FOREGOING PROHIBITION SHALL CONSTITUTE A MATERIAL BREACH AND DEFAULT HEREUNDER AND
LESSEE SHALL INDEMNIFY, HOLD HARMLESS AND DEFEND THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND
AGAINST ANY CLAIMS, DAMAGES, JUDGMENTS, PENALTIES, LIABILITIES, AND COSTS (INCLUDING REASONABLE ATTORNEYS'
FEES AND COURT COSTS) CAUSED BY OR ARISING OUT OF (1) A VIOLATION OF THE FOREGOING PROHIBITION OR (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 AFPPLY,
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 s issued under the provisions of Texas Natural Resources Code 52 171 through 52 190, commonly known as
the Relinquishment Act, and other applicable statutes and amendments thereto, and if any provision in this lease does not conform to these statules, 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 s 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 satsficd, the effective date of this
lease shall be the date found on Page |

39. LEASE FILING. Pursuant o 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 pant 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 ceruified copy of this lease (which is made and centified by the County Clerk from his records) is filed in the General Land Of
fice i 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 centified 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 (V%) of this amount has been paid 1o the
Lessor and one half (¥3) has been paid to the State of Texas. Rental for the fourth year in the amount of $48,320.00 has not been paid and 1 the fourth year
rental is not paid then this lease will expire  One half (%) of the fourth year rental will be paid 1o the Lessor and one half (%) will be paid 10 the State of
Texas. Rental for the fifth year s included in the fourth year rental and if the fourth year rental is paid then no additional rentals are duc under this lease

LESSE 0l Propériies, lnc.

BY: William A. Chalfant

TITLE: President
- 1/7/es
STATE OF TEXAS / STATE OF TEXAS
4 ]
/Jl{‘:((( / /\(lﬂlf“‘-
BY: Billie B. Kenyon V

TITLE: Individually and as agent for the State of Texas
- . oy = =

Date //J 3" Dac.__ [/ ¥ /05
7 [

TITLE: Individually and as agent for the State of Texas
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STATE O} \e AAS ( INDIVIDUAI
) ACKNOWLEDGMENT)

COUNTY OF \\'L AnsvS

Before me, the undersigned authority, on this day personally appeared H, C. Kenvon and wife, Billie B. Kenvon,

known to me to 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 u/l)ug]u: this the __EJ? dayof ___ - «J “ L‘/_ . , 2005,

EET e

Notary Public in and for

=0 TAMADT

. } < JAIME « ..|.\>Tf‘ IR ZC)AFEJ{:‘H(,

My Commission expires
PR
. APRIL 20 19
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True and Correct
copy of
Original filed in
Reeves County
Clerks Office
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STATE OF TEXAS

COUNTY OF MIDLAND

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

Given under my hand and seal of office this the TH'\ day of
Ty , 2005.
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I. ' Y PROVIS I HEME L Y Uil 1L ALt RENTAL
‘ OR USE &% (-1 . LeaUs OF COLDN
OB RALE vl U anis on a0 AR L EURRAL
FILE NO. 3144 -
FILED FOR RECORD ON THE 26TH DAY OF JULY A.D. 2005 4:15 P .
DULY RECORDED ON THE _ 28TH DAY OF JULY A.D. 2005 9:30 A m.
l ) 4 A '_ LA -z { » DEPUTY DIANNE O. FLOREZ, COUNTY CLERK
L REEVES COUNTY, TEXAS
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CERTIFIED TRUE AND CORRECT COPY CERTIFICATE

STATE OF TEXAS
COUNTY OF REEVES
The above and foregoing 1s @ lull, true and correct photographic copy
ord now in my lawlul custody SIC 1he Sa40e 15
' ol 706

fi rded in the publc records of my office. foun
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E"“ 1A JANNE O. FLOREZ, COUNTY CLERK
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TEXAS s ENERAL LAND OFFICE

JERRY PATTERSON, COMMISSIONER

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-105511
320.0 acres out of the E/2 of Section 3, Blk. 57, PSL
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-105511. 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.

Mp&-ﬂb i

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

WE HAVE THIS DAY FEBRUARY 25, 2008 TENDERED TO
COMMISSIONER OF THE GENERAL LAND

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
61202008 TO  g/20/2010 COVERING LESSOR'S INTEREST IN LAND DESCRIBED AS:

Survey: PUBLIC SCHOOL LAND Block/Suffix: 57 Section: 3 Short Desc: PSLS SVY, BLK 57, SEC 3, E2

YMENT OPTION TO EXTEND

:ASE NUMBER TX2330010-000 LEASE DATE:  g/29/2005 PROSPECT:  KING EDWARD
ZCORDED: BOOK 706 PAGE gs3 ENTRY NUMBER: 3144 COUNTY/PARISH Rggves STATE 71x
)R 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
YOUR RECORDS

-1055 11 ;

IMPORTANT
Subtotal 24,160.00

1@ attached check is for the person(s) named above. Please date, sign S BANK SERVICE
id return the attached receipts on the day you receive it. If directed to a DateReceived _____ COPY FQR | cHarcEs . ‘
ink, please deposit the amount to the credit of the person(s) namad " o . .00 |
»ove and date, sign and return the receipt on the day you receive it. If Sign Here YOIIR RECORDNDS Grand Total 24.160.00 |
rrrespondence required, please make reference to lease number, it |

By - Check No. 32806
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