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WILLIAM A, CHALFANT, CPIL

CHALFANT P

X & Eas

ROPERTIES, INC.

i nd ropbeilies
LEas j and Srofaeilies

1502 NORTH BIG SPRING
P.O. BOX 3123

MIDLAND, TEXAS

June 9, 2005

Mr. Drew Reid

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

RE:
T&P RR Survey
Reeves County, Texas

Dear Mr. Reid:

79702-3123

All of Section 42, Block 55, Township 4

(1T 112) 684-9819
Fax: (432) 682-2601

E-mail: bill@chaltantproperties.com

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

The terms are $154.00 per acre (including paid up rentals) for a five year paid up

th

lease with 1/5™ royalty.

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

Sincerely,

"};’ s A A J
¥4 /n‘lﬂa'f ‘
AL o ———

William A. Chalfant, CPL

WAC/mkc
enclosures

AAPL’s FIRST INDEPENDENT

LANDMAN OF THE YEAR
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RAL REVIEW SHEET

Transaction # 4714
Lessor The Blair Family Trust
| essee: Chalfant Properties, Inc.
LEASE DESCRIPTION
County Base File No  Part
REEVES WA O 110823 ALL
TERMS OFFERED
Primary Term: 5 years
Bonus/Acre: $150.00
Rental/Acre: $1.00
Royalty: 115
COMPARISONS
MF # Lesses
’—) ) —
ena CJ‘-‘ 2O RNS50MN
} q 4

Geologist: R. Widmayer
Lease Date: 6/8/2005
Acres: 640

Sec. Block Twp Survey Abst#
42 55 04S T&PRYCO 3174
TERMS RECOMMENDED
Primary Term S years
Bonus/Acre $150.00
Rental/Acre $1.00
mm 1/5
Date Term Bonus/Ac.  Rental/Ac.  Royalty  Distance
Last Lease
} 709 s | [ & ).J0 ) Adjacent NE

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

Tuesday, June 21, 2005



. RELINQUISHMENT ACT LEASE APPLICATION

Texas General Land Office

Jerry Patterson, Commissioner

TO: Jerry Patterson, Commissioner DATE:  21-Jun-05
Larry Laine, Chief Clerk
Bill Warnick, General Counsel
Louis Renaud, Deputy Commissioner
FROM: Robert Hatter, Director of Mineral Leasing
Peter Boone, Chief Geologist
Applicant:  Chalfant Properties, Inc. County: REEVES
Prim. Term: 5 years Bonus/Acre $150.00
Royalty: 1/5 Rental/Acre $1.00
Consideration
“Onel o
Recommended: 'A% Date: & 210

Not Recommended:

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

wLease Form
Recommended: [/ Date: 6 /2( of
Not Recommended:
Comments:
Louis Renaud, Deputy Commissioner Date: 5" [=D5

Recommended: éf 74

Not Recommended:

Bill Warnick, General Counsel Date: % / E// 5 -

Recommended: é'l QZZ

Not Recommended:

Larry Laine, Chief Clerk Date: ZV/J Xv 4

Approved: ﬁ:@

Not Approved:

Date: 8 A{ (r 09




F.lc mﬁﬁgg/g

Pt e
Dat: Filed: Q/W/ﬂ 5’

JCWrbon [Comnussmner
By

~
*
2
O
-
V.
*




-

WILLIAM A: CHALFANT, CPIL Ofc: (432) 6849819
Fax: (432) 682-2601
E-mail: bill@chalfantproperties.com

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

August 1, 2005

Mr. Drew Reid

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

RE: All of Section 42, Block 55, Twp 4
T&P RR Co Survey
Reeves County, Texas

Dear Mr. Reid:

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

1. Oil and Gas Lease dated June 8, 2005, from_The State of Texas, acting by and
through its agent, The Blair Family Trust, covering his interest in 640.0 net mineral
acres in Section 42, Block 55, Tpw 4, T&P RR Co Survey. The State of Texas to receive
lease bonus payment of $48,640.00.

Also enclosed is a check in the amount of $48,765.00, including lease bonus payment and a
State filing fee of $125.00.

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

Mr/ 4%%7‘{:’ ——

A

William A. Chalfant, CPL

WAC/mkc
enclosures

‘...
.'n.
-
-

AAPL’s FIRST INDEPENDENT LANDMAN OF THE YEAR 1998 - 1999
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CHALFANT PROPERTIES, INC.
LEASE BONUS CLEARING ACCOUNT
432) 6B4-9818
PO BOX 3123
MIDLAND, TX T

TEXAS GENERAL LAND OFFICI

I'EXAS GENERAL LAND OFFICI
1700 NORTH CONGRESS AVI
AUSTIN, TX 78701

Kiary Lease Bonus & State Filing Fee: sEC 42, BLK 55, T4, T&Y

WEST TEXAS NATI

MIOLAN

fay
(L8]
7
S/
- ae
A LA A~ "

ONAL BANK

$**48.765.00
Forty-Eight Thousand Seven Hundred Sixty-Five and 00/]0()*#*##ssssssssssssssssssrrene

6794

R/272005
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FILE# 3024

Creneral |and OMYice
Relinguishment Act | case F'orm
R el Septembyer [997
OIL AND GAS LEASE

THIS AGREEMENT is made and entered into this 8th day of June, 2005, between the State of Texas, acting by and through its agent, THE
BEATR FAMILY TRUST of 4910 Magdalene Court, Annandale, VA 22003 said agent herein referred 1o as the owner of the soil (whether one or more),
and CHALTANT PROPERTIES. INC , of PO BOX 3123, Midland, Texas 79702 hereinafler called Lessee.

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

All of Section 42, Block 55, Township 4, T&P RR Survey

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

To the State of Texas: Fourty-Eight Thousand Six Hundred Forty and 00/100
Dollars (§ 48,640.00)

To the owner of the soil: Fourty-Eight Thousand Six Hundred Forty and 00/100
Dollars (3 48,640.00)

Total bonus consideration: Ninety-seven Thousan
Dollars ($ 97,280.00)

The total bonus ideration paid

P a bonus of One Hundred Fifty-Twe Dollars ($152.00) per scre, on 640.0 net acres.

2. TERM. Subject to the other provisions in this lease, this lease shall be for a term of Five (5) years from this date (herein called “primary
term”) and as long thereafler as ofl and gas, or either of them, is produced in paying quantities® from said land.
Anmedinﬂ'illmu.ﬂum‘wwuudinmyhlmmitlu'mMhmuipuhmﬂnnlcwndnmhﬁmdmmmdﬂmnfﬂ:mbﬂmsl
cmﬁeduwedmﬂnfmckumimlnpemukwmuixmhlmp&

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

rental and shall cover the privilege of deferring the 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 ($ )
Total Rental

Dollars ($ )

In a like manner and upon like payments or tend Iy, the of & well may be further deferred for successive periods of one (1) year
each during the primary term. All payments or tenders of rental to the owner of the soil may be made by check or sight draft of Lessee, or any assignee of
this lease, and may be delivered on or before the rental paying date. If the bank designated in this paragraph (or its successor bank) should cease 1o exist,

pend business. liquidate. fail or be succeeded hy another bank, or for any reason fail or refuse 1o accept rental, Lessee shall not be held in default for
failure to make such payments or tenders of rental until thirty (30) days afler the owner of the soil shall deliver to Lessce a proper recordable instrument
naming another bank as agent 1o receive such payments or tenders.

True and Correct
. copy of
OO L e Original filed in
TR R R T Reeves County
ves Tel e Clerks Office
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4. PRODUCTION ROYALTIES. U of oil and/or gas, Lessee agrees 1o pay or cause o be one-hall (172) of the royalt
pmwhdrhrlnlhuhu:wtheCmumu muﬂhurmﬁmdhmuﬁ\m i’uu.mdon;-"::ll(lﬂ)ofn:hmydlylnlh’n
owner of the soil:

(A Oll. Royalty pﬂylblcanml which is defined as including all hydrocarbons produced in a liguid form at the mouth of the well and also as all
condensate, distillate, and other liquid hydrocarbons recovered from oil or gas run through a separator or other equipment, as hereinafler provided, shall be
ofdnwmwnduclumadnmwimnluedmeol’ltIheoptmofl}nomufltnsmluruwCumnununcruﬁtn
determined by pnudwwe plus premium, if any, offered or paid for oil, condensate, distillate, or other
quu\dhydfncnbuu.mvdy.ornllhlyw-dmvit; wﬂmmuzywmmmmmmrm.:
in the general arca where produced and when run, or )!hnyu!, b of the sale th hichy is the greater. Lessee agrees that before any gas
pmdwedfmnﬂwlcundprmim|llold.undntpmoenedinnphm.umllbenmfmufmmltnmy-ltymﬂm‘hm-::L oil and gas
wolmmﬁdlmamhermiwmuleﬂndﬂcmwmlllltquadhydrnurbommsh from the gas by means will be
Mmmmmgumw such gas be run through a separator or other equipment may be waived in writing by the royalty owners upon such terms and
ast

(B) Nomnocu:ssmoas nny-n,m (including flared gas), which is defined as all h not defined
as oil in subparagraph (A mﬁd?ﬂhhﬁ(e:wﬂnmﬂdhﬂmwﬂwwwwlpmfnr:iuumm.;r
gasoline, liquid hydrocarbons dwﬁm) be 1/5th part of the gross or the market value thereof, st the
owmofwomoflhnmlulhr 1oner of the Land Office, such value to be based on the h mn‘kuprmpndnmﬂundluranor
comparable quality in the anhunpo&ud whmnn.urthepmp-b:pduoﬁuulhh , whichever is the greater,

provided that

the maximum pressure mn-nn! lease shall not myuuuoud“ﬂmntﬁw square inch absolute, and the standard base

mmmulbemm) muﬁu.mwbemrum w, and for specific gravity according to tests
lheBdmwMeﬂwdorhylhumwwuwdnmhodoFMmgbmuumuylh:lndnulrynlllnnmufmun;

(C) PROCESSED GAS. Royalty on any gas processed in a ine plant or other hmfnrunmuveryol‘ muucwmllquadhymm
e pmw M:mwultygﬂhy&ugm n--ﬁcl the option of the
owner o rlonlonhf.‘mmoflhe(ienallhdulfmAllmmmﬂlhhﬂdmmwmllmolwww

pas to gas p duced from this lease, and on fifty percent (50%), or that Lessee, whichever is the greater,
ornnmu!plmt duction of li hyd bons attributable to the mﬂmdﬁmhnhn‘nvwdedmﬂh@dhydmwhmumndm
a plant in which (ummuﬂsa&nudﬂm)mnm wmmmnmwm

(!O%Jntduhl'hul accruing o a third processing gas through such ot arm's
{onl.lmummdwdpmy.l: lhmha:“n;mﬁed mﬁmuhﬁmyh%uhm

hydrocarbons shall be determined 1) the highest market price paid or offered for any gas (or liquid

hy&oelbou)of qml Mmu’l)ﬂummpﬂd for such residue gas (or the weighted avernge gross sclling price
for the respective ofliqzﬁdhyntwbm).wmdmuuuuww 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.

lD)UI'HERPRODUCTS Rﬂnﬂymwhn sulphur or any other prod duced or ‘W(umpuu'
hydmwbcu)whuhumdpl “casinghead,” “dry”, or ww ﬁumnqb\nm;unym
part of the gross production of mmuwmmm , ol the qho!thmoflh:sdlwlh:(.mmdﬂ: Land

Office, such market value 10 be determined as follows: I)md\ebuuuftt:hlg‘tﬂmwkawuufuchmﬁrﬂwmmﬂhinwhid:mhmmnh
produced, or 2) on the basis of the average gross sale price of each product for Mmmmmmmmauwm.

5. MINIMUM ROYALTY. During any year afler the expiration of the primary term of this lease, if this lease is maintained by
royalties paid under this lease in no cvent shall be less than an amount equal to the total annual delay rental herein ided; otherwise, there I:dun-d
p-phkonnrbefuethﬂuldqnﬂh:mmmnmvmduonhuhnnmwhm annual rental less the amount of royaltics
paid during the preceding ycar. If Paragraph 3 of this lease does not specify a delay rental amount then for the purposes of this paragraph, the delay rental
mmﬂdlh:mdull-r(iiﬂl)pam
lease,

6. ROYALTY IN KIND. Notwithstanding any other provision in this , ol any lime or from time Lo lime, the owner of the soil or the
Cmnmofhﬂtmdlmdﬂﬂh:my.uhwlimufdﬂm mmuuy(w)mmummnrmm ire that the
%l*:nau mmmw‘{hmmm.m mulc kind. The owner of the soil's or the Commissioner of the Land

ce's right umnllymhndﬂnunu inish or negate the owner of the soil's or the Commissioner of the General Land Office’s rights or Lessee’s

obligations, o d, under this lease.
1 NO DEDUCTIONS. mwuulﬂummmm_(mmm-w)mnhmmuu

separating, treating, ,w-ﬂ otherwise making the oil, gas and other
mmﬂyhdﬂum Lessee agrees to compute royalties on the gross value received, including 1"
maullpmducumrdudm

B PLANT FUEL AND RECYCLED GAS. Nomy:lty shall be ylbleonlnygnnmy this lease's p i share of any fuel
used 1o f- ! any y other provision of this lcase, wdudnd 1o the writien consent of the
owner of the soi mmcm»rmmuommm fnrplllll on the leased premises or for injection into
any oil or gas producing formation underl the leased premises after the | an&muﬂn- in the gus have been removed; no royalties shall be
plylblemunmcyclzrmwmhm and sold or used by Lessee in a manner which entitles the royalty owners o a royalty under this lease.

9. ROYALTY PAYMENTS AND REPORTS. All royalties not taken in kind shall be paid 1o the Commissioner of the General Land Office at
Austin, Texas, in the following manner:

Payment of royalty on production of oil and gas shall be as ided in the rules set forth in the Texas Register. Rules currently provide that
mynl(yunonludu:mdmmhcmmudndu(mentLndmﬁmwup;:f;nu:mﬁyomnmdmhwmammhormm and
myﬂlymwuhmdnwbemwdluanﬁmuﬂlmdofrmonwbeimlh:lSlhdl of the second month succeeding the month of production,
mmpmhdbyﬂunmdnnoflhw.wwwumhmndmmmedmm umuﬂmpmtbdbyunﬁuwudoﬁum
showing the gross amount and Mddlﬂdppﬁnﬁmﬂhuﬁuvﬂmorwmlndp.u‘ahwhhnmollllm
or reports confirming the gross production, disposition
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and market value mcluding gas meter readings. pipeli pis, gas line receipts and other checks or da of produced and put into pap tanks, or
mols and gas lines o gas strage. .nd..,,mmwmmwumtmmommmumnummmmum
value In all cases the autherity of 8 manager or agent (o act for the Lessee herein must be filed in the General Land Office. Each royalty pay shall be
by a check stub, schedule v or other ¢ advice showing by the assigned CUeneral Land Office lease number the amount of royalty being paid on cach
lease If Lessec 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
1s greater A royalty payment which is over thirty (30) days late shall accrue a penalty of 1% of the royalty due or $25 00 whichever is greater In addition o a penalty,
royalties shall accrue inferest al & rate of 12% per year. such interest will begin accruing when the royalty is sixty (60) days overdue. Affidavits and supporting
wmmwmmﬂwmmulmlmﬂqmmmmmhylhc(‘mmtlbd(ﬂl‘ludminmmwwhucmﬂlnmmdnwmm
afid or were due. The Lessee shall bear all responsibility for paying or causing royalties 10 be paid as prescribed by the due date provided
humwa&m,mm.mmwnmhmmdm-wnhmnnmhﬂmm
royalties were originally due. The above penalty provisions shafl not apply in cases of tide dispule as to the State’s portion of the royalty or to that portion of the royalty
in dispute as 1o falr market value

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shall annually furnish the Commissioner of the General Land Office with its best
possible estimate of oil and gas reserves underying this lease or allocable 1o this lease and shall furnish sad Commissioner with copies of all contracts under which gas
unldupmomd-ddlmmﬂmummmnmtmm;ﬁmmum«mmwu

and ags when ived by the Gemeral Land Office shall be held in confidence by the General Land Office unless otherwise

Mhyl-n.Ml*mﬁMMnthmﬂmdhdﬂ-Mnmm
including the books and sccounts, receipts and discharges of all wells, tanks. pools, meters, and pipelines shall at all times be subject 10 mspection and examination by
the Commissioner of the General Land Office, the Attorney General, the Governor, or the representative of any of them

(B) PERMITS, DRILLING RECORDS. m&ﬁlmuhh“kmﬁnhtmdhwm

Office by Lessee or operator five (5) days before spud date, workover, re-entry, or plug and abandonment of any well or wells. Such written
notice to the General Land Office shall include copies of Raitroad C i mhwﬂmnmn Copies of well tests, completion reports and plugging
reports shall be supplied 1o the General Land Office at the time they are filed with the Texas Railroad C: All appl permits, reports of other filings that

reference this kease o any specific well on the leased premises and that are submitied to the Texas Rmlroad Commission o any other governmenital agency shall
include the word “State” in the title. Additionally, in accordance with Railroad Commission rules, any signage on the leased premises for the purpose of identifying
wells, tank batteries o other associated improvements to the land must also include the word “State * Lessee shall supply the General Land Office with any records,

da, reports, ndmu.uumhhuukmmhmmﬂnm:bnoftetmhmhﬂmdmhmhwwh
Muﬂhnﬂkhn“wwwh Lessce shall have an clectrical and/or ivity survey made on the bore-hole section, from
the base of the surfsce casing 10 the total depth of well, of all wells drilled on the above described premises and shall transmit & true copy of the log of each survey on
each well to the General Land Office within fificen (1) days afier the making of said survey

(C) PENALTIES. Lessee shall incur a penalty wh reports, & or other s 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 i effective on the date when the materials were due in the General Land Office

1. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If | during the primary term hereof and prior 1o discovery and
production of oil or gas on said land, Lessee should drill a dry hole or holes thereon, or if during the primary term hereol and afier the discovery and sctual production
of oil or gas from the leased premises such production thereof should cease from any cause, this lease shall not lerminste if on or before the expiration of sixty (60) days

from date of completion of said dry hole or 1on of production Lessee additional drilling or reworking operations thercon, or pays of tenders the next
md:i-yrmumumm-mmdmmumlnmmumdmmmummm(wlmwm-cyu-u
completed and abandoned, or the prod of oil or gas should cease for any cause, Lessee’s rights shall remain in full force and effect without further operations until

hwduMm_udiﬂmhmMMimm-ﬁWJhm term, Lexsee may mauntam this lease
by conducting additional drilling or reworking operations pursuant to Paragraph |1, using the expiration of the primary term as the date of cessation of production under
Paragraph 13 Should the first well or any subsequent well drilled on the above described land be completed as a shut-in oll or gas well within the primary term hereol,
Lesser may resume payment of the annual rental in the same manner as provided herein on or before the rental paying date following the expirstion of sixty (60) days
from the date of completion of such shut-in oil or gas well and upon the failure 1o make such payment, this lease shall ipso facto If at the expi of the
primary term or any time (hereafter o shut-in oil or gas well is located on the leased premises, payments may be made in accordance with the shut-in provisions hereof.

12. DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM. IL, at the expiration of the primary term, neither oil nor gas is being
produced on said land, but Lessee is then engaged in drilling or reworking operations thereon, this lease shall remasn in force 50 long as operations on said well or for
drilling or rking of any additional well are pr d i good faith and in workmanlike manner without interruptions totaling more than sixty (60) days durng any
one such operation, and if they result in the production of oil and/or gas, so long thereafler as ol and/or gas is produced in paying quantities from said land, or payment
of shut-in oil or gas well royalties of compensatory royaltics is made as provided in this lease

13, CESSATION, DRILLING, AND REWORKING. If, after the expiration of the primary term, production of oil or gas from the leased premises, afler
once obtained, should cease from any cause, this lease shall not [ if Lessee -mmquumnmmmlmumm
such cessation, and this lease shall remain in full force and effect for o long as such operations continue in good faith and in workmanlike manner with
uﬂumm:m(&ﬂ)dﬁnllsudl&mmurﬂmiﬂmmnmthmamuuMwthﬂmcmﬂfunh‘
as o1l or gas i produced from the leased premises in paying quantities or payment of shut-m oil or gas well royalties or payment of compensatory royalties s made as
wﬂddhehu-mwwwuwIl‘utﬂlqumth.mwhhmhnd-nﬂ-amuu.hh-ﬂ-umuubm

I drilling or reworking operations within sixty (60) duys afier the completion of the well as a dry hole, and this lease shall remain in ffect so long
s Lessee i drilling or ki in good faith and in & workmanlike manner withou! interruptions totaling more than sixty (60) days |Lessee shall
mwmuu(mldﬂﬂhmﬂmyﬂmﬁnnfmmmdm

14, SHUT-IN ROYALTIES. For purposes of this paragraph, “well” means any well that has been assigned a well number by the state agency having
over the d of ol and gas. If, at any time afler the expiration of the primary term of & lease that until being shut in, was being maintained in
knunddreu.- -dl capable of producing ol 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 & sultable market, then Lessce may pay as a shut-in oil or gas royalty an amount equal to double the annual rental provided in
the lease, but not less than 31,200 a year for cach well capable of producing oil or gas in paying quantities. I Paragraph 3 of this lease does not specify a delay rental
amount, then for the purposes of this paragraph, the delay rental amount shall be one dollar (31.00) per acre. To be effective, cach imitial 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 after the |essee ceases 10 produce ol or gas from the leased premises, or (1) 60 days afler
Lesscc completes a drilling or reworking operation in accordance with the lease provisions, whichever date is latest. Such payment shall be made one-half (1/2) 1o the
Commissioner of the General Land Office and one-half (1/2) to the owner of the soil If the shit-in oil or gas royaity is paid, the lease shall be considered 1o be &
mmmmmw;m“mumormmru-mormnnrmmmammmum of from the first day of the month
following the month in which production ceased, and, afler that, if no bie p or ble market for the oil of gas exists, Lessee may extend the
lease for four more successive penods of one (1) year by paying the same amount each year on or before the expination of cach shut-in year

15. COMPENSATORY ROYALTIES. If, during the period the lease is kept in effect by payment of the shut-in oil or gas royalty, oil or gas is sold and
delivered in paying quantitics 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 10 continue 1o maintain the lcase by paying the shui-in ol o gas royalty shall cease, but the lease shall remain effective for the
remainder of the year for which the royalty has been paid. The Lessce may maintain the lease for four more successive years by Lessee paying compensatory royalty al
the royalty rate provided in the lease of the market value of production from the well causing the drainage or which is completed in the same producing reservour and
within one thousand (1,000) feet of the leased premises. The compensatory royally is to be paid monthly, one-half (1/72) 1o the Commissioner of the General Land
o«muu-mumun-murumwwummumo{ummqmmhmu«mpupmmu:-ul
causing the drainage or that is completed in the same producing reservour and located within one thousand (1,000) feet of the leased
royalty paid in any |2-month period i in an amount less than the annual shut-in oil or gas royalty, anmdlmnmqudmu-arkmmmmmmmm
dljsﬂumlbcudnfl}uIIMMCWMyWMmeyMﬂllmpmmyndmmmmwﬂnwvuf
this lease. None of these provisions will relieve Lessee of the obligation of reasonable develop nor the obligation 1o drill offset wells as provided in Texas Natural
Resources Code 52.173; however, al the determination of the Commissioner, snd with the Commissioner's writien approval, the payment of compensatory royaltics can
satisfy the obligation to drill offset wells

16. RETAINED ACREAGE. Notwithstanding any provision of this lcase to the contrary, afler a well prods le of producing oil or gas has

bmlwmphldmﬂnludmlﬂnlhdlnnmﬂuﬂwdammwmhﬂummm-uﬂuwlhnmy&
reasonably necessary for the proper development of the leased p and i marketing the

{AlVER‘I‘ICAL-mhnmllhukueuinhud:&um(!lmnhhumdudhmuuuuﬁdma“hm
as 1o all of the leased promises, EXCEPT (1) 40 acres surrounding cach oil well cap of producing in paying g and 320 scres surrounding cach gas well
cnad:kofpmdu:mmuylnlqumm(mdudmglm-mmlu;nnllnptwﬂudlnl‘uwuhwl)mlwcliupmwhncthmuMmppdn
continuous drilling or reworking operations, or (2) the ber of ncres “‘mu jucing pooled unit pursuant 1o Texas Natural Resources Code 32 151-52.153,
or (3) such greater of lesser number of acres as may then be alk d for prod s p jon unit for each such producing well under the rules and

| of the Rail C 1554 ufTeulmnymmudmmmmmﬂummmmmdﬂd
Uup.nulluminlmpmvumhﬂwflhclpphclbkﬂeldmlcsmchmndm:hehﬁlorweﬂlmmmmdmﬁdwmIcummumwnnu
dlam:dmudmllmwlhluwnﬁxmmﬂmhwduﬂ‘ up as o all screage not th il d 1o said well or wells for production
g the lermi of this lease as 10 a portion of the lands covered hereby, Lessce shall nevertheless continue 10 have the right of ingress 10 and
eﬂmﬁwwmﬂlumwwmulmcfudlmwnmImhﬁhﬂwﬂmﬂw-myﬁlumumc:usl.ml
pipelines and other existing facilities on, over and across all the lands described in Paragraph | hereol ("the retained lands®), for sccess to and from the retained lands
and for the gathering or transpontation of oil, gas and other minerals produced from the retained lands

(B) HORIZONTAL. In the cvent this lease is in force and effect two (2) years afler the exp date of the pr Y or dod term il shall further
um-mulmmmmufmmmmmwtmm'wm'mmmmemmmwmamm.
unless on of before two (2) years afier the primary or extended term Lessee pays an wmount equal 10 one-half (1/2) of the bonus oniginally paid as consid for this

Iease (as specified on page | hereol). If such smount is paid, this lease shall be in force and effect as to such deeper depths, and said termination shall be delayed for un
additional period of two (2) years and so long thereafler as oil or gas is produced i paying quantitics from such decper depths covered by this lease

(C) IDENTIFICATION AND FILING. The surface acreage retiuned hereunder as 1o each well shall, as nearly as practical, be in the form of s square with
the well located in the center thereof, or such other shape as may be spproved by the Commissioner of the General Land Office. Within thiny (30) days afler partial
termination of this lease as provided herein, Lessee shall execute and record a release of rel ng a factory legal descriphion of the acreage and/or depths
not retained hereunder. The recorded release, or a certified copy of same, shall be filed in the General Land Office, mmwwdbyﬂul’slwinptmubedbym
General Land Office rules in effect on the date the release is filed. If Lessee fails or refuses 1o execute and record such release or releases within ninety (90) days after
being requested to do so by the General Land Office, then the Commissioner at his sole diseretion may designate by written instrument the screage and/or depths o be
released hereunder and record such ot Lessec's exp 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,

17. OFFSET WELLS. Neither the bonus, delay rentals, nor royalties paid, or 1o be paid, under this lease shall relieve Lessee of his obligation to protect
the oil and gas under the above-described land from being drained Lessee, sublessee, receiver or other agent in control of the leased premises shall drill as many wells
s the facts may justfy and shall use appropriate means and drill 1o a depth necessary to prevent undue drainage of oil and gas from the leased premises, In addition, if
oil and/or gas should be produced in commercial quantities within 1,000 feet of the leased premises, of in any case where the leased promises s being drained by
production of oil or gas, the Lessee, sublessee, receiver or other agent in control of the leased premises shall in good faith begin the drilling of & well or wells upon the
leased premises within 100 days afier the draining well or wells or the well or wells completed within 1,000 feet of the leased premises stant producing in commercial
quantities and shall prosecute such drilling with diligence. Failure 10 satisfy the statutory offset obligation may subject this lease and the owner of the soil's agency
rights 10 forfeiture. Only upon the determination of the Commissioner of the General Land Office and with his writicn approval may the payment of compensatory
royalty under applicabl Y P s satisfy the obligs 1o drill an offset well or wells required under this paragraph

18, FORCE MAJEURE, lf.lllﬂlpudﬂhmuuwsmnmeuqﬂmwmm press of implied of this lease, from

ducting drilling operations on the leased premises, or from prod wupMMMmhmdwuﬂmmwﬁmmMMm

myvﬂldwdu.mkure;ulumotpvmmm“y,mwuew d, Lessee's obligation 1o comply with such covenant shall be suspended und Lessce

kalﬂkhﬁmhhlmmmﬁywuﬁuﬂw lMﬂMy,ﬁuhlihnhM&htkLm«umvmﬂdhmmhm&um

conducting drilling and reworking op or from producing oil or gas from the leased premises. However, nothing in this paragraph shall suspend the payment of
dellytr.nuhhuﬂiﬂlnmummlhhtu:mdﬁumhmmmmhmdmmﬂh‘ummmumnnmﬂwum
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PEOWARRANTY CLAUSE The amner of the soil warrants and agrees 1o defend tide to the leased premises. If the mwner of the soil defaults n payments
cwed on the leased premises then Lessee man redeem the nghts of the osner of the soil in the leased premises by paying any mongage, taxes of other liens on the
leased premises 11 essee makes pavments on hehalfl of the swner of the seil under this paragraph, Lessee may recover the cost of these payments from the rental and

va'ties due the oweer of the asl

20N PROWYOIRTIONATE REDUCTION CLAUSE 11 the owner of the soill owns less than the entire undivided surface estate in the sbove described
fand whether o net |essees interest bs specified herein, then the rmvalies and rental herein provided to be paid 1o the owner of the soil shall be paid to him in the
propomion which his interest hears 1o the entire undivided surface estate and the rovaities and rental herein provided 1o be paid 1o the Commissioner of the General
Land Office of the State of Tevas shall he ikewise proportionatels reduced However. before Lessee adjusts the royalty or rental due to the Commissioner of the
(reneral Land Office. | exsee or his authonzed representative must submat 10 the Commissioner of the General Land Office & written statement which explains the
discrepancy hetween the interest purponiedly leased under this lease and the actual interest owned by the owner of the soil. The Commissioner of the Gencral | and
Office shall he pasd the value of the whole production allocable 1o any undivided mterest not covered by n lease, less the proportionate development and production cost
allecable 1o such undr ided mterest Howeser, in a0 event shall the Commissioner of the General Land Office receive as a royalty on the gross production allocable 10
the undivided mierest ned leased an amount less than the value of one-sixicenth (1/18) of such gross production
() REDUCTION OF PAYMENTS If. during the primary term. a portion of the land covered by this lease is included within the houndanes of a
pooled umit that has been approved by the Schood Land Board and the owner of the soil in accordance with Natural Resources Code Sections 52 15152 1 €4, of if,. a1 am
time after the expiration of the pnmans term of the extended term. this lease covers a lesser number of acres than the total mmount described herein pavments that are
madc on a per acre hasis hercunder shall be reduced ding 1o the ber of acres pooled. released, surrendered, or otherwise severed, so that payments detcrmined
on a per acre basis under the terms of this lease during the primary term shall he calculated based upon the number of acres outside the boundanes of a pooled unit. or,
if afier the expiration of the primary term, the number of acres actually retamed and coveted by this lease

21, USE OF WATER. Lessce shall have the nght 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 waler or waler suitable for livestock or irrigation p e rilood op
without the prior consent of the owner of the soil

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

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

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

25, POLLUTION. In developing this arca, Lessee shall use the highest degree of care and all proper safeguards 1o prevent pollution. Without limiting the
foregoing, pollution of coastal wetlands, natural waterways, rivers and impounded water shall be prevented by the use of containment facilities sufficient 1o, prevent
spillage, seepage or ground water contamination. In the event of pollution, Lessee shall use all means at its disposal to recapture all escaped hydrocarbons of other
pollutant and shall be responsible for all damage 1o public and private properties. Lessee shall build and maintain fences around its slush. sump, and drainage pits and
tank batteries 50 as to protect livestock against loss, damage or injury; and upon completion or abandonment of any well or wells. | essce shall fill and level all stush
pits and cellars and completely clean up the drilling site of all rubbish thereon. Lessce shall. while conducting operations on the leased premises. keep said premises free
of all rubbish, cans. bottles, paper cups or garbage, and upon completion of operations shall restore the surface of the land to as near its onginal condition and contours
s is practicable. Tanks and equipment will be kept painted and presentahle

26. REMOVAL OF EQUIPMENT. Subject to limitations in this paragraph. Lessee shall have the right to remove machinery and fixtures placed by Lessee
on the leased premises. including the right to draw and remove casing, within one hundred twenty (120) days after the expiration or the termination of this lease unless
the owner of the soil grants Lessee an extension of this | 20-day period However, Lessee may not remove casing from any well capable of producing ol and gas in
paying quantitics. Additionally. Lessee may not draw and remove casing until after thirty (30) days writien notice to the Commissioner of the General Land Office and
10 the owner of the soil The owner of the soil shall become the owner of any machinery, fixtures, or casing which are not timely removed by | essee under the terms of
this paragraph,

27 (A) ASSIGNMENTS. Under the conditions contained in this paragraph and Paragraph 29 of this lease, the rights and estates of either party to this
lease may be assigned. in whole or in part, and the provisions of this lease shall extend to and be hinding upon their heirs, devisees, legal representatives, successors and
assigns. However, a change or division in ownership of the land, rentals, or royalties will not enlarge the obligations of Lessee, diminish the rights, privileges and
estates of Lessee, impair the effectiveness of any payment made by Lessee or impair the effectiveness of any act performed by Lessee. And no change or division in
ownership of the land, rentals, or royaltics shall bind Lessee for any purpose wntil thirty (30) days after the owner of the soil (or his heirs, devisees, legal representatives
uuwamummusmmmuumnmMumwmmmw-miumor
such original) when the hip changed b of a conveyance. A total o partial assignment of this lease shall, to the extent of the interest assigned, relieve and
dischlmeuuuoraluubsqumlnbhumwmkmll'un’ﬂmiumpodmmmﬁmumwymuruum.hnwmdmmmmmuh
shall be apportioned as between the several owners ratably, according to the area of each, and failure by one or more of them 10 pay his share of the rental shall not
ul"fwlMlcluontlupmofdnumﬁﬂmmw“lhdyﬂumm.ilﬂnmummmﬁhlmlﬁdmduﬂ
assignment in the General Land Office before the next rental paying date, the entire lease shafl terminate for failure to pay the entire rental due under Paragraph 3
Evu'ymlpmmusucendmnlﬂﬂm-dbembjedhdlobllﬂm,limmm.Mmmuﬂumuhwmmwm«mymaumonh
lense, 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 acquires this lease in whole or in pad
hymi;nmmwh!mmhepnmwﬂ«mwoulnﬂhe&mmh:manmnmnlLnndOﬂ\u.thhmhmduofwlmotuwlwwmym
of the owner may he forfeited by the C An assigy will be treated as if it were made to the owner of the soil if the assignee is

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

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

{4) a principal kholder or employee of the corporation which is the owner of the soil;

(5) a partner or employee in a partnership which is the owner of the soil;
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16) & fiduciary for the owner of the soil, including but not limited 10 a guardian, trustee, 3 s , of conservator-for the

owner of the soil; or
(7) a fannily member of the owner of the soil or related 10 the owner of the soil by marmage, blood, or adoption
28 RELEASES. Under the conditions contained in this paragraph end Paragraph 29, Lessee may at any time execute and deliver 10 the owner of the soil
and place of record a release or releases covering any portion or portions of the leased premises, and thereby der this lease as 10 such portion or portions, and be
relieved of all subsequent obligations as to acreage surrendered. [f any pant of this lease is properly surrendered, the delay rental due under this lease shall be reduced by
the prop that the dered ige bears 1o the acreage which was covered by this lease immediately prior 1o such surrender, however, such release will not
relieve Lessee of any liabilities which may have accrued under this lease prior 1o the surrender of such acreage

29. FILING OF ASSIGNMENTS AND RELEASES. If all or any part of this leasc is assigned or released, such assignment o relcase must be recorded
in the county where the land 15 d, and the ded or a copy of the recorded instrument certified by the County Clerk of the county in which the
instrument is recorded, must be filed in the General Land Office within 90 days of the last exccution date accompanied by (he prescribed filing fee If any such
assignment is not so filed, the rights scquired under this lease shall be subject 1o forfeiture at the option of the Commissioner of the General Land Office

30. DISCLOSURE CLAUSE Mlpmmmmd\-_ufmmwmmwhﬂmhMmmmmqudlqm
statement of the true considerstion to be paid for the execution of this lease and the nights and duties of the parties. Any coll ags g the
development of oil and gas from the leased premises which are not contamned in this lease render this lease invalid

31, FIDUCIARY DUTY. The owner of the soil owes the State a fiduciary duty and must fully disclose any facts affecting the State’s iterest in ihe bascd
premises. When the interests of the owner of the soil conflict with those of the State, the owner of the soil is obligated 1o put the Stale’s interests before his personal
inlcrests

32 FORFEITURE. If Lessee shall fail or refuse to make the payment of any sum within thirty days afier it becomes due, or if Lesses or an authoriacd
agent should knowingly make any false return or false repon conceming production of drilling, or if Lessee shall tail or refuse 1o dnll any offset well or wells in good

fwith as required by law and the rules and regulat dopted by the C 1850 of the General Land Office, or if Lessee should fisil 1o file reports in the manner
required by law or fail to comply wmmmmmwuymmwm the School Land Board, or the Railroad Commussion or 1l Lessee
should refuse the proper authority access to the ds p perat or if Lessee or an authorized agent should knowingly fisil or refuse o give cortect

information 1o the proper authornity, amqyuwum-:muwmomamlqdmml or Il Lessce shall knowingly violale any of
the mutenal provisions of this lease, or if this loase is assigned and the assignment is not filed in the General Land Office as required by law, the rights scquined under
this lease shall be subject to forfeiture by the Commissioner, and he shall forfeit same when sufficiently informed of the facts which suthonse o lorfenure, snd when
forfeited the arca shall agan be subject to lease under the terms of the Relinquishmenmt Act. However, nothing herein shall be construed as wan ing the sulomati
mmmurmmwwﬂhwuhmdmwdlm.mm Forfeitures may be sct aside and this lease and ll nghis thereunder
reinstated before the rights of another intervene upon y evide 1o the Ce 158 of the General Land Office of future complisnce with the provisions ol
the law and of this lease and the rules and regulations that may be adopted relative hereto,

33, LIEN. In sccordance with Texas Natural Resources Code 52,136, the State shall have a first lien upon all oil and gas produced b the ares covered
by this lease 10 secure payment of all unpaid royalty and other sums of money that may become due under this lease. By scceptance of this leae. Lesses grants the
State, in sddition 10 the hien provided by Texas Natural Resources Code 52.136 and any other applicable statutory lien, an express contractual lien on and secunity
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 mineruls, whether such
proceeds arc held by Lessee or by a third party, and all fixtures on and improvements 1o the leased premises used in connection with the production of processing of’
such lcased minerals in order Lo secure the payment of all royalties or other amounts due or 1o become due under this lease and 1o secure payment of any damages of
loss that Lessor may suffer by reason of Lessees breach of any covenant o condition of this lease, whether express or implied. This bien and secunity interest may be
foreclosed with or without count proceedings in the manner provided in the Title |, Chapter 9 of the Tcus med(.‘umnwm Code Lessew ugrees that the
Commissioner may require Lessee 1o execute and record such instruments s may be bly A dge, sttach or perfect this lien. Lessee herchy
repfumulhdMnmmmmlwmmﬂmmwﬁmwlmwhmwmulmm|nm.xuquum.mu(ﬁ|u
lease. Should the Commissioner at any time determine that this representation is not true, then the Commissioner may declare this lense forfeited s prosided herein

3. POOLING. l.ﬂlwuknbyMlhndibmamhmwdhwdmwﬂm&uMmmmyulhcri:ndmld
of muineral i for the expl de! and production of oil or gas or either of them upon the same terms as shall be approved by the Schoul Land Boawrd
lndlhiCulnmnmol'mtﬂcmnll.metﬂwfruwwmuwwmgofhmuthmmwuwmlmluuhalwalﬂnuursntndc
52.151-52.153. The owner of the soil agrees that the inclusion of this provision in this lease fies the q swated in Texas Nawunad Resources Code
52,152

35, INDEMNITY. Lessex hereby releases and discharges the State of Texas akd the owner of the soul, thew officers, employces. paniners, agents.
contractors, subcontractors, gucsts, invitecs, and their respective successors and assigns, of and from all and any actions and causes of action vl every nature. ot other
harm, including environmental harm, for which recovery of damages is sought, including, but not limited 10, all losses and expenses which are caused by the activities
of Lessee, its officers, employees, and agents arising out of, incidental 1o, or resulting from, the operations of or for Lessee on the leased premises hereunder, o that
may arise out of or be occasioned by Lessee's breach of any of the terms or provisions of this Agreement, of by any other negligent or strictly liable act or emission of
Lessce. Further, Lessce hereby agrees to be liable for, exonerate, indemnify, defend and hold harmless the State of Texas and the owner of the soil. their officers,
employees and agents, their successors of assigns, against any and all claims, lisbilitics, losses, damages, actions, personal injury (including death), costs and expenses,
or other harm for which recovery of damages is sought under any theory including tor, contract, or strict liabiity, including sttormeys’ fees and other legal expenses,
including those related to environmental hazards, on the leased premises or in any way related 10 Lessee's fadure to comply with any and all environmental laws, those
arising from or in any way related 10 Lessee's operations or any other of Lessee's activities on the leased premises; those arising from Lessec’s use of the surfuce of the
leased premuses, udlhuMmyummdwhmwMMdmdh“wmmdMWwamwmﬂmof
Lessee, its d officers, employ agents, b guests, invi and their resp and assigns. Each assignee of this
munmﬂmwmwwb:mfu exonerate, indemnify, defend and hold harmiess the State of Texas and the owner of the soil, their officers,
employees, and agents in the same manner provided above in connection with the activities of Lessee, its officers, employees, and agents as described above. EXCEPT
AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF THE INDEMNITY OBLIGATIONS ANDVOR LIABILITIES ASSUMED UNDER THE
TERMS OF THIS AGREEMENT SHALL HE WITHOUT LIMITS AND WITHOUT REGARD TO THE CAUSE OR CAUSES THEREOF (EXCLUDING
PRE-EXISTING CONDITIONS), STRICT LIABILITY, OR THE NEGLIGENCE OF ANY PARTY OR PARTIES (INCLUDING THE NEGLIGENCE OF
THE INDEMNIFIED PARTY), WHETHER SUCH NEGLIGENCE BE SOLE, JOINT, CONCURRENT, ACTIVE, OR PASSIVE.
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36, ENVIRONMENTAL HAZARDS. Lessce shall use the highest degroe of care and reasonable safeguards 1o prevent contamination or pollution
of any environmental medium, including soil, surface waters, groundwater, sediments, and surface or subsurface strata. ambient air or any other
environmental medium in, on, or under, the leased premises, by any waste, pollutant, or contaminant. Lessee shall not bring or permit to remain on the leased
premises any asbestos containing materials, explosives, toxic materials, or substances regulated as hazardous wastes, hazardous materials, hazardous
substances (as the term “Hazardous Substance™ is defined in the Comprehensive Envir | Resp Comp jon and Liability Act (CERCLA), 42
U.S.C. Sections 9601, el seq.), or toxic substances under any federal, state, or local law or regulation ("Hazardous Materials”), except ordinary products
commonly used in connection with oil and gas exploration and development operations and stored in the usual manner and quantitics. LESSEE'S
VIOLATION OF THE FOREGOING PROUIBITION SHALL CONSTITUTE A MATERIAL BREACH AND DEFAULT HEREUNDER AND
LESSEE SHALL INDEMNIFY, HOLD HARMLESS AND DEFEND THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND
AGAINST ANY CLAIMS, DAMAGES, JUDGMENTS, PENALTIES, LIABILITIES, AND COSTS (INCLUDING REASONABLE ATTORNEYS'
FEES AND COURT COSTS) CAUSED BY OR ARISING OUT OF (1) A VIOLATION OF THE FOREGOING PROHIBITION OR (1) THE
PRESENCE, RELEASE, OR DISPOSAL OF ANY HAZARDOUS MATERIALS ON, UNDER, OR ABOUT THE LEASED PREMISES DURING
LESSEE'S OCCUPANCY OR CONTROL OF THE LEASED PREMISES. LESSEE SHALL CLEAN UP, REMOVE, REMEDY AND REPAIR
ANY S0IL OR GROUND WATER CONTAMINATION AND DAMAGE CAUSED BY THE PRESENCE OR RELEASE OF ANY HAZARDOUS
MATERIALS IN, ON, UNDER, OR AROUT THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OF THE LEASED PREMISES IN
CONFORMANCE WITH THE REQUIREMENTS OF APPLICABLE LAW. THIS INDEMNIFICATION AND ASSUMPTION SHALL APPLY,
BUT IS NOT LIMITED TO, LIABILITY FOR RESPONSE ACTIONS UNDERTAKEN PURSUANT TO CERCLA OR ANY OTHER
ENVIRONMENTAL LAW OR REGULATION. LESSEE SHALL IMMEDIATELY GIVE THE STATE OF TEXAS AND THE OWNER OF THE
SOIL WRITTEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS PARAGRAPH, UPON LEARNING OF THE PRESENCE
OF ANY HAZARDOUS MATERIALS, OR UPON RECEIVING A NOTICE FROM ANY GOVERNMENTAL AGENCY PERTAINING TO
HAZARDOUS MATERIALS WHICH MAY AFFECT THE LEASED PREMISES. THE OBLIGATIONS OF LESSEE HEREUNDER SHALL
SURVIVE THE EXPIRATION OR EARLIER TERMINATION, FOR ANY REASON, OF THIS AGREEMENT.

37. APPLICABLE LAW. This lease is issued under the provisions of Texas Natural Resources Code 52.171 through 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 siatutes, the
statutes will provail over any nonconforming lease provisions

38. EXECUTION, This oil and gas lease must be signed and acknowledged by the Lessee before it is filed of record in the county records and in
the General Land Office of the State of Texas. Once the filing requirements found in Paragraph 39 of this lease have been satisfied, the efTective 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 certified copy of this lease (which is made and certified by the County Clerk from his records) is filed in the General Land Of
fice in accordance with Texas Natural Resources Code 52. 183. Additionally, this lease shall not be binding upon the State unless it recites the actual and true
consideration paid or promised for execution of this lease. The bonus due the State and the prescribed filing fee shall accompany such certified copy 1o the
General Land OfTice

40. This is a paid-up lease. Rentals in the amount of $2560.00 have been pre-paid. Half (1/2) of this amount has been Fmi the Lessor and half (1/2)
has been paid the State of Texas. See Exhibit "A" attached hereto and made a part hereof.

LESSE  Chalmtfroperties, Inc.
BY: William A. Chalfant

TITLE: President

DATE -

STATE OF TEXAS STATE OF TEXAS

a s -
TIPS L PR Y P

{\-,Z-'- BRI T ERW.

(v Josepl 1. Rlair, ea-trustee of the Blair Family BY: Th Whwir, . of the Biarr bamity
Trust Trus

TITLE: And s sgent for the State of Texas TITLE: And as agent for the State of Texas

Date: _ QL x4 4 Date
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U,
EXHIBIT “A”

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

40. Rentals in the amount of §1,280.00 for years two and three of this lease have been prepaid.
One half (*2) of this amount has been paid to the Lessor and one half (%2) has been paid to the
State of Texas. Rental for the fourth year in the amount of $96,640.00 has not been paid and if
the fourth year rental is not paid then this lease will expire. One half (%2) of the fourth year rental
will be paid to the Lessor and one half (¥2) will be paid to the State of Texas. Rental for the fifth
year is included in the fourth year rental and if the fourth year rental is paid then no additional
rentals are due under this lease.
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\i 5
STATE O Ney A ( INDIVIDU AL

ACKNOWLEDGMENT)
COUNTY OF e~

Before me, the undersigned authority, on this day personally appeared Joseph L. Blair S~ Frmartrrdrres
trusteed of the Blair Family Trust, on behalf of said trust, 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 the

rein expressed

Given under my hand and seal of office this the l1 _VALl\ of - 5‘ vk 2005
( \ - ‘:‘ 4 \
\‘.Ffu - 4 y (—’ === -
Notary Public in and for  LodAr nec-d & Fipad ’
\ = .
My Commission expires '*/qd L_‘}_ 2L L0 '
v
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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

(iiVl:!_l' under my hand and scal of office this the . ~* day ol
(VA , 2005

— V177

JUDITH K. WILLIAMS § Mol hounad_
MY COMMISSION EXPIRES Nota) Public in and for the State of Texas
February 7, 2009
O P v it 0 L AENLa |
M USE ! WL U COLOK ]
L . . o W7 IR
FILE N0. 3025 o
FILED FOR RECORD ON THE  20TH DAY OF  JULY A.D. 2005 4:25 P M.
DULY RECORDED ON THE  25TH DAY OF  JULY A.D. 2005 9:30 A -n.
BY: | - ] ., DEPUTY DIANNE O. FLOREZ, COUNTY CLERK
REEVES COUNTY, TEXAS
True and Correct
copy of
Original filed in
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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

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-105513
640.0 acres out Section 42, Blk. 55, Tsp. 4
T&P RR 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-105513. Please refer to this
number in all future correspondence concerning the lease.

Your remittance of $48,765.00 has been applied as the state's portion of the cash bonus $48,640.00,
along with a processing and filing fee in the amount of $125.00. Please let me know if you should
have any questions.

Sincerely,

Douss Cevd. by s -

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.erlo srare.rx.us
¢l t
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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 $48,320.00 DOLLARS FOR THE CREDIT OF PARTY OR PARTIES NAMED BELOW vense
IN AMOUNT STATED PURSUANT TO THE TERMS OF THE LEASE IDENTIFIED HEREIN, FOR THE PERIOD FROM vese
6/8/2008 TO 6/8/2010 COVERING LESSOR'S INTEREST IN LAND DESCRIBED AS: . '.

Survey: T&P RR  Block/Suffix: 55 Township: 4 Section: 42 Short Desc: T&PR SVY, T4, BLK 55, SEC 42, ALL

-
LR L]
L]
LA LR
LA LR
- »
L
WMENT  OpTION TO EXTEND
ZASE NUMBER TX2330008-000 LEASE DATE: 8/8/2005 PROSPECT: DIXIE LAND
=CORDED: BOOK 708 PAGE 418 ENTRY NUMBER: 3024 COUNTY/PARISH REEVES STATE ™
JR CREDIT OF: AMOUNT
017397 COMMISSIONER OF THE GENERAL LAND
OFFICE OF THE STATE OF TEXAS Acct: 48,320.00
STEPHEN F. AUSTIN BUILDING 1/2 $96,640.00 FOR ADDITIONAL 2 YRS
1700 NORTH CONGRESS, SUITE 600
AUSTIN, TX 78701
; y COPY TOR
-_— o~ O
Hlaor SO - - cORDS
IMPORTANT Subtotal 1852000
o attached check is for the person(s) named above. Please date, sign NS BANK SERVICE S
d retum the attached receipts on the day you receive It If directed to a Date Received COPY-EOR CHARGE $
nk, please deposit the amount to the credit of the person(s) named g N S 0.00
ove and date, sign and return the receipt on the day you receive it. If Sign Here (IR DL NQ Grand Total 48.320.00
rrespondence required, please make reference to lease number. ) === WL
By ek 33725

AMOUNT

” )

v
b




BOOK 706 race 423

M-10551D "
— Hpa SA 1025

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

40. Remals in the amount of $1,280,00 for years two and three of this lease huve been prepaid.
One half (%) of this amount has been paid 10 the Lessor and one half (43) has been paid (o the
State of Texas. Rental for the fourth year in the amount of $96,640,00 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 1o the Lessor and one half (4) will be paid to the State of Texas. Rental for the fifth
year is included in the fourth year rental and if the fourth year rental is paid then no additional
rentals are due under this lease.

True anc Comact
opy of
Snicinal filed in
Jeaves Courh
Slerks Offier




@,

File No. MF'//O‘Stsf/ 6

TRENTAL t-’l-\‘( Nl[:l/\,ll

Date Filed: Wqﬂx

Jerry E. Patrerson, Commissioner
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By — —LINDAANDERSO T




