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WILLIAM A. CHALFANT, CPI Ofc: (432) 6849819
! Fax: (432) 682-2601

E-mail: bill@chalfantproperties.com

)

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

July 7, 2005

Mr. Drew Reid

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

RE: All of Section 3, Block 45
Public School Land Survey
Culberson and Reeves County, Texas

Dear Mr. Reid:

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

The terms are $202.00 per acre for a five year paid up lease with 1/5" royalty.

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

Sincerely,

“a

WAC/mkc
enclosures

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






RAL REVIEW SHEET

Transaction # 4758
Lessor Browning, Mrs. Patrick, fka Sally Rebecca Read

Lesses: Chalfant Properties, Inc.

Geologist: R. Widmayer
Leass Date: 7/8/2005 -
1280

LEASE DESCRIPTION
County Vot S PIN# BaseFileNo Part Sec. Block Twp Survey Abst#
REEVES A G 52 ALL 3 45 00  PUBLIC SCHOOL LAND 3536
CULBERSON [ A - 118134+ ALL 3 45 00  PUBLIC SCHOOL LAND 3773
REEVE—S—-’—’,"’—__ 119585 ALt 2 45— 00— PUBLIC SCHOOL LAND 3655
TERMS OFFERED TERMS RECOMMENDED
Primary Ternt 5 years Primary Term 5 years
Bonus/Acre: $200.00 Bonus/Acrg $300.00
Rental/Acre: $1.00 Rental/Acre $1.00 |
Royalty: 1/5 Royalty
GOMPARISONS
MF & Lesses Date Term Bonus/Ac.  Rental/Ac.  Royalty  Distance

Last Lease

Comments: 4th year rental will be $200.00 per acre. Also: Dale B. Hardeman wit

acres. 33 1/3% 3 ways.

=y
]

aoprovee: 1% 5/

B N

Thursday, August 18, 2005

AL
hWacres and N.S. Marrow with
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'y R}}L’INQUI'SHMENT ACT LEASE APPLICATION

Texas ‘General Land Office

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

Louis Renaud, Deputy Commissioner

Jerry Patterson, Commissioner
DATE:  18-Aug-05

FROM: Robert Hatter, Director of Mineral Leasing

Peter Boone, Chief Geologist

Applicant:  Chalfant Properties, Inc.

County: REEVES

Prim. Term: 5 years Bonus/Acre $300.00

Royalty: 1/5 Rental/Acre $1.00 & J vp 243 U V( v
Consideration
Recommended:/a #TG Date: 8-/18.05

Not Recommended:

Comments: 4th year rental will be $200.00 per acre.

with 640 acres. 33 1/3% 3 ways.

|/fease Form
Recommended: 2@

Not Recommended:
Comments:

Louis Renaud. Deputy Commissioner
Recommended: i v

Not Recommended:

Bill Warnick, General Counsel

Recommended: | qtﬁﬂ)

Not Recommended:

Larry Laine, Chief Clerk

Approved:
Not Approved:

Jerry Patterson, (fo}nmissioner

Date:

Date

Date:

Date:

Date:

Also: Dale B. Hardeman with 640 acres and N.S. Marrow

orhos
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‘WILLIAM A. CHALFANT, CPL

Ofc: (432) 684-9819
Fax: (432) 682-2601

E-mail: bill@chalfantproperties.com

CHALFANT PROPERTIES, INC.
Of & ga: _fzm(nj and ‘_rpmpnﬁs:
1502 NORTH BIG SPRING
P. ©:. BOX 3123
MIDLAND, TEXAS 79702-3123

September 14, 2005

Mr. Drew Reid

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

RE: All of Section 3, Block 45
Public School Land
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 July 8, 2005, from_The State of Texas, acting by and

through its agent, Mrs. Patrick Browning, fka Sally Rebecca Read, dealing in her
sole and separate property, covering his interest in 160.0 net mineral acres in Section
3, Block 45, Public School Land Survey. The State of Texas to receive lease bonus

payment of $24,160.00.

Also enclosed is a check in the amount of $24,285.00, including lease bonus payment and a

State filing fee of $125.00.

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

Sincerely,
AL A
William A. Chalfant, CPL
WAC/mkc
enclosures
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AAPL’s FIRST INDEPENDENT LANDMAN OF THE YEAR 1998 - 1999
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CHALFANT PROPERTI XL 3
LEASE BONUS CLEARING 53‘6&“&9 e — DANK 6959
432) 684-9818
0. BOX 3123
MIDLAND, TX 79702
PAY TO 9/14/2005
THEORDER L o ate
o TEXAS GENERAL LAND OFFICE **24,285.00
Twenty-Four Thousand Two Hundred Eighty-Five and 00/100* **##**#xsxsxssxypasarrs **4 DOLLARS

f <
Ur @ “ -

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

Memo Lease Bonus & State Filing Fee: All Sec 3, Blk 45, PSLS W =
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WILLIAM A. CHALFANT, CPL

Ofc:(432) 684-9819
Fax: (432) 682-2601

E-mail: bill@chalfantproperties.com

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

September 14, 2005

Mr. Drew Reid

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

RE: All of Section 3, Block 45
Public School Land
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 July 8, 2005, from_The State of Texas, acting by and

through its agent, Dale B Hardeman, dealing in his sole and separate property,
covering his interest in 240.0 net mineral acres in Section 3, Block 45, Public School Land

Survey. The State of Texas to receive lease bonus payment of $36,240.00.

Also enclosed is a check in the amount of $36,365.00, including lease bonus payment and a

State filing fee of $125.00.
Should you have any questions, please do not hesitate to call.

Sincerely,

( /;//‘.'(;_r: ; ";'.,‘!"_ I
B e e a7 i

William A. Chalfant, CPL

WAC/mkc
enclosures
... a8 See o0
e 0 :O : :l
.« & @ 0 @ L e & @
LN L ] LL] * @

AAPL’s FIRST INDEPENDENT LANDMAN OF THE YEAR 1998 - 1999
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MIDLAND, TX 79702

PAYTO 9/14/2005

THE ORDER o = e ale

o TEXAS GENERAL LAND OFFICE *36.365.00

doﬂ/lootttt*“tﬂttttiitt‘ ET RS2 2 2]

-

Thirty-Six Thousand Three Hundred Sixty-Five an
TEXAS GENERAL LAND OFFICE ;
1700 NORTH CONGRESS AVE.
AUSTIN, TX 78701

Memo

Lease Bonus & State Filing Fee: All Sec 3, Blk 45, PSLS M 3
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\{VILL!AM A. CHALFANT, CPL Ofc: (432) 684-9819

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

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

September 14, 2005

Mr. Drew Reid

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

RE: All of Section 3, Block 45
Public School Land
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 July 8, 2005, from_The State of Texas, acting by and

through its agent, N.S. Marrow, a widower dealing in his sole and separate
property, covering his interest in 80.0 net mineral acres in Section 3, Block 45, Public

School Land Survey. The State of Texas to receive lease bonus payment of $12,080.00.

Also enclosed is a check in the amount of $12,205.00, including lease bonus payment and a
State filing fee of $125.00.

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

Sincerely,

WAC/mkc

enclosures

- . o8 eee LA ]
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AAPL’s FIRST INDEPENDENT LANDMAN OF THE YEAR 1998 - 1999
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CHALFANT PROPERTIES, INC. ¥ WEST TEXAS NATIONAL BANK 6960
LEASE BONUS CLEARING ACCOUNT
432) 684-8815
0. BOX 3123
MIDLAND, TX 79702
PAYTO 9/14/2005
THE ORDER eyt el e ~ ~10 %
TEXAS GENERAL LLAND OFFICE 12,205.00

OF
'rWCIVC 'I'housand TWO Hundrcd Fch and 00{[003#"Otitittiittiit*ltttttt EXEERERER DOLLARS

ity features

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

Memo Lease Bonus & State Filing Fee: All Sec 3, Bk 45, PSLS : L
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FILE# 3959

o1 |

General Land Office

\
Relinquishment Act Lease Form ? ,\,oQ 4
Revised, September 1997 ‘-"«g ({ 2%,
OIL ANDTAS LEASE

THIS AGREEMENT is made and entered into this 8th day of July, 2005, between the State of Texas, acting by and through its agent, Dale B.
Hardeman, dealing in bis sole and separate property of PO Box 470, Wharton, TX 77488 said agent herein referred to as the owner of the soil (whether
one or more), and CHALFANT PROPERTIES, INC,, of PO BOX 3123, Midland, Texas 79702 hereinafter called Lessee.

1. GRANTING CLAUSE. For and in consideration of the amounts stated below and of the covenants and agreements to be paid, kept and l
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 i
REEVES and CULBERSON County, State of Texas, to-wit: i

|
|

All of Section 3, Block 45, Public School Land Survey

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

To the State of Texas: Thirty-Six Thousand Two Hundred Forty & 00/100 j
Dollars (§ 36,240.00)

To the owner of the soil: Thirty-Six Thousand Two Hundred Forty & 00/100
Dollars ($ 36,240.00)

Total bonus consideration: Seventy-Two Thousand Four Hundred Eighty & 00/100
Dollars (§ 72.480.00)

The total bonus consideration paid represents a bonus of Three Hundred Two Dollars ($302.00) per acre, on 240.00 net acres.

2. TERM. Subject to the other provisions in this lease, this lease shall be for a term of Five (5) years from this date (herein called "primary
term") and as long thereafter as oil and gas, or either of them, is produced in paying quantities® from said land.
As used in this lease, the term "produced in paying quantities™ means that the receipts from the sale or other authorized commercial use of the substance(s)
covered exceed out of pocket operational expenses for the six months last past. .

3. DELAY RENTALS. If no well be commenced on the leased premises on or before one (1) year from this date, this lease shall terminate,
unless on or before such anniversary date Lessee shall pay or tender to the owner of the soil or to his credit in
the ** THIS IS A PAID-UP LEASE: SEE PARAGRAPH 40 ** _Bank, at . or its successors (which shall continue as the depository regardless of
changes in the ownership of said land), the amount specified below; in addition, Lessee shall pay or tender to the COMMISSIONER OF THE GENERAL
LAND OFFICE OF THE STATE OF TEXAS, AT AUSTIN, TEXAS, a like sum on or before said date. Payments under this paragraph shall operate as 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 ily, the of a well may be further deferred for ive 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 drafi of Lessee, or any assignee of
lhulme.,.ﬂmyb:dehwedonorbefmtlh:mﬂpaymgdﬂn If the bank designated in this paragraph (or its successor bank) should cease to exist,

d b liquidate, fail or be ded by another bank, or for any reason fail or refuse to accept rental, Lessee shall ngt be held in default for

fulmwuﬂem pymmuwudusofrpmlwmmlwiﬁnlﬁuﬂxmofﬂtmlshd]ddlmwbmnmwdlblctm
naming another bank as agent o receive such payments or tenders.

True and Correct -

s ® .'. .:. Sl copy of
2. 22,%% 2 .2 Original filed in
...E st o Z Reaves County

Clerks Office
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4. PRODUCTION ROYALTIE& U mﬁum of oil and/or gas, Lessee agrees to p;y or cause lo be paid one-half (1/2) of the royalty
provided for in this lease 1o the C Land Office of the State of Texas, al 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 all

distillate, and other mdhyﬁmmw&moxlagamw a scparator or other equipment, as hercinafler provided, shall be
pant of the gross production or the market value thereof, at the option of the owner of the soil or the Commissioner of the
Guuﬂmofﬁw.uxhvﬂwlohdummedbyl)lhc pmedmee.plmpmmmlfuly.olhudwpudfaml,onndmﬂ:,dmdlnz,adhﬂ'
Inquldhy&oarbmmvely.ohhk:rypemdml in the general arca where produced and when run, or 2) the highest market price thereof offered or
podmﬁxyna:lm produced and when run, or 3) the gross proceeds of the sale thereof, whichever is the greater. Lessee agrees thal before any gas
produced from the leased premises is sold, used or processed in a plant, it will be run free of cost to the royalty owners through an oil and gas
separator of conventional tmuubumpmulasluemcmt.snthunll liquid hydrocarbons recoverable from the gas by means will be
rwuvu\:i'l'hcmqmm such gas be run through a separator or other equipment may be waived in writing by the royalty owners upon such terms and

(B) NON PROCESSED GAS. Royalty on any gas (including flared gas), which is & d as all hyd substances not defined

in subparagraph (A) above, produced from anywd]onutdllnd(cmcptupmﬂdodbﬂmuml.hrwpemwwpnwwr;lplanlfmdmexmonof
wolmc.hqmdhyhnn‘bnmorothnr ) shall be 1/5th part of the gross production or the market value thercof, at the
option of the owner of the soil or the omnumamroflhc(}muﬂundo ice, such v ue 1o be based on the highest market price paid or offered for gas of
mpwwbleqmlnymlhe | area where produced and when run, or the gross price paid or offered 1o the producer, whichever is the greater; provided that
the maximum pr base in d:gpuﬂulh:slmd:dlnﬂtllmyumexcudI465pnuﬂspu'sw-!:mdnﬂ:wlu:.-ldlhenlnd-'dbm
mumnﬂlhm(w)@aFMmmbemhMMmqum and for specific gravity according (o tests

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

©) PROCF.SSEDGAS Royalty on an; processed in a gasoline hmorolhu for the recovery of or other liquid hydrocarbons
shall be 1/5th p:ts:i'lhcnsld:pandlhelf extracted or the value thereof, at the option of the
mofﬁ:fmlwﬂ:ComumofﬂuGemﬂLMOﬁlimyﬂuu mmuuwmmmumummmemm

fin 8 plaot in whi

ﬁyw(%}whhw mmwumwmymwmmw 0 1 agrecmenl | I

(or if there is no such third party, percent then being specified in p in the industry), whichever is the greater.
vemylluﬂsmmnduegn hqmdhy&owhmalullbcduummd l)whﬂmmﬁumpndmoﬂuedfumyw ul'llqu.ld

mbuu quality in the general area, or 2) the gross price paid or 0 uedforwd:mnduesu(ulhcmsbmhvﬂmmnl

for the respecti of liquid hydrocarbons), whwhcverulhcyulﬂ In no event, h , shall the roy under this paragraph

Ikmydlmwwmldhlvchemdmhdlbegmm processed.

m’)&hﬂ g@myzgd.?&y wwm’ﬁwmn;bmnm; Juolha;m nh:ﬁ-( y

* or an or an; ing
part of the gross prod BI!lsl.nr.h d orlham-kﬁ ,Mphmdmwofhélwwmsmofhww
Office, such market value 10 be determined as follows: l)mtbeblsuofﬂ\ehywmukﬁmeeofe.chpmduaforﬂnmemonlhmw!ucha:hpmdumu
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.

L

=

5.  MINIMUM ROYALTY. &mmymﬂahwdhmmdmm,lrmunmby ion, the
royalties paid under this lease in no event shall luslhmnmﬂeqmlmlhelﬂnlmﬂddqmm otherwise, there be due and
payable on or before the last day of the moath di i y date of this lease a sum equal to the annual rental less the amount of royaltics

paid during the preceding year. IwaJnflhulmednnnuspeclfyadel-ymmmml‘url!upurpmesoflhnsw-phlhcdehymnhl
mnnmshdlb:unednllz(ﬂw)pam

6. ROYALTY IN KIND. Notwithstanding any other provision in this lease, at any time or from time 1o time, the owner of the soil or the
Commumoflh(huﬂhndommmy.ld:optmofulhu upon not less than sixty (60) days notice Lo the holder of the lease, that the
of any royalties accruing to such royalty owner under this lease be made in kind. The owner of the soil's or the Commissioner of the Land

cesnghllo 1l.smyl!ly|.nkmdshl.llmtdmunuhormg.w:I.Iuownerofu'u:smlsorﬂuCmmuwuuofd:c(k:mﬂhnd@ﬂ“ecsnﬂusorluul
or implied, under this lease.

7. NO DEDUCTIONS. mmmulﬂnmmgmmm(mmmmmwymummrunhe
cost of gathering, storing, scparating, treating, compressing, processing, transporting, and mnhngl.heml.mnduha
products rudyfwnleume.lusecwlom pay royalties on the gross value ed, including

taxes and production related costs.

8. PLANTFUELA.NDREC\'CLE.DGAS No royalty shall be payable on any gas as may represent this lease's proportionale share of any fuel
llﬂ-nns y other provision

used to mrs of this lease, and subject (o the written consent of the
owner of the nd!heCommmuoﬂhaGmnnlLmommwmymphmmmhhﬂdmmfuwhnm
any oil or gas formation underlying the leased premises afier the liquid hydrocarbons in the gas have been removed; no shall be
payabic on the gas until it is produced and sold or used by Lessee in 8 manner which entitles the royalty owners (o a royalty under this

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

Payment of royalty mpmduakmofniludguduﬂbeuwﬂndmlhenﬂumfmhmlhTmﬂmm ypmvnd:rh-
royalty on oil is due and must be reccived in the General Land Office on or before the Sth day of the second month succeeding the month of production, and
royalty on gas is due and must be received in the General Land Office on or before the 15th day of the second month succeeding the month of production,
Iwompmlcdbylhclﬂ'ldlmoftheownﬂ.mmga other authorized agent, completed in the u'mmdmm;erptumbedbylhc(imﬂundoﬂ'cemd
showing the gross amount and d:.quumnl’allmlmdgaspod:mdmdlhcmlrkelulwofllumlundps.wguhawﬂhncopyofnlldocumum.
or reports confirming the gross production, disposition

copy of

67

True and Correct

Qriginal filed in
r_— Heaves County
” = Clerks Office
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and market value including gas meter readings, pipeli ipts, gas line ipts and other checks or da of produced and put into pipelines, tanks, or
pools and gas lines or gas storage, and any other reports or records which the General Land Office may require to verify the gross production, dlspumllm and market
value. In all cases the authority of a manager or agent to act for the Lessee herein must be filed in the General Land Office. Each royalty pay shall be panied

by a check stub, schedule, summary or other remittance advice showing by the assigned General Land Office lease number the amount of royalty being paid on each
lease. If 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 accruc a penalty of 10% of the royalty due or $25.00 whichever is greater. In addition (o a penalty,
royalties shall accrue interest at a rate of 12% per year; such interest will begin accruing when the royalty is sixty (60) days overdue. Affidavits and supporting
documents which are not filed when due shall incur a penalty in an amount set by the General Land Office administrative rule which is effective on the date when the
affidavits or supporting documents were due. The Lessee shall bear all responsibility for paying or causing royalties to be paid as prescribed by the due date provided
herein. Payment of the delinquency penalty shall in no way operate 10 prohibit the State’s right of forfeiture as provided by law nor act 1o postpone the date on which
royalties were originally due. The above penalty provisions shall not apply in cases of tide dispute a3 to the State’s portion of the royalty or Lo that portion of the royalty
in dispute as to fair market value.

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shall annually furnish the Commissioner of the General Land Office with its best
possible estimate of oil and gas reserves underlying this lease or allocable 1o this lease and shall furnish said Commissioner with copies of all contracts under which gas
issoldot d and all subsequent agr and dmens to such within thirty (30) days after entering into or making such 2 or

Such and when reccived by the General Land Office shall be held in confidence by the General Land Office unless otherwise
wwwmulowmmwmwﬁmnmglowpmmmmm sale and marketing of the oil and gas produced on said premises,
including the books and ipts and discharges of all wells, tanks, pools, meters, and pipelines shall at all times be subject to inspection and examination by
the Commissioner of the General Land Office, the Attorney General, the G , or the rep ive of any of them.

|
(B) PERMITS, DRILLING RECORDS. Writien notice of all operations on this lease shall be submitied to the Commissioner of the General Land '
Office by Lessee or operator five (5) days before spud date, workover, re-entry, lemporary abandonment or plug and abandonment of any well or wells. Such written
notice to the General Land Offfice shall include copies of Railroad C ission forms for application 1o drill. 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 Ci ission. All applications, permits, reports or other filings that
reference this lease or any specific well on the leased premises and that are submitted to the Texas Railroad Commission or any other governmental agency shall
include the word “Statc” in the title. Addmomlly,in dance with Railroad Commission rules, any signage on the leased premises for the purpose of identifying
wells, tank batteries or other i pr lor.hclmdrnmlnlsolncludcﬂwmd'buu Lessee shall supply the General Land Office with any records,
mmmmnmpwmmmhu i lative to the operation of the above-described premises, which may be requested by the
Gencnllando'lﬁne.mlddmmllmhnemupcuslypmvmdfm.mﬂlm:mdmwwmmioﬂviqwnwmmwm.ﬁm
the base of the surface casing 10 the total depth of well, of all wells drilled on the sbove described premiscs and shall it & true copy of the log of each survey on
cach well to the General Land Office within fificen (15) days after the making of said survey.

(C) PENALTIES. Lessee shall incur a penalty wh reponts, d or other ials 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.

1l. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If , during the pnmary term hercof and prior to discovery and
production of oil or gas on said land, Lessee should drill a dry hole or holes thereon, or if during the primary term hereof and after the di y and actual producti
oronlupmunmdmmmmﬂmwfdmddmﬁmmymI.mslmuhallmmlmelfmukfmﬂnaplmmofﬂw(ﬁo)dlys
from date of completion of said dry hole or ion of production Lessee additional drilling or reworki th 1, or pays of lenders the next
munldelsymunlmmcmnmupmwdudmuuslnsclrdmn;unlmywunhcpnnwymmormthmsmx(ﬁﬂ)dnyspmumuo a dry hole be
completed and abandoned, or the production of oil or gas should cease for any cause, Lessee's rights shall remain in full force and effect without further operations until
rheupimionofﬂmp-inuryln-m;andirl.nsuhamlmumedpmduclioninmingwmﬁﬁuﬂlheupirﬂinnnfﬂ:cplim term, Lessee may maintain this lease :
by conducting additional drilling or reworking operations pursuant to Paragraph 13, 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 oil or gas well within the primary term hereof, I
Lmnmymnpnymofﬂnmﬂmmlmlhesuncm-mupmldedhm:mmmbcmmcmualptynngdmfoilomngmuplmmof:my(ﬁﬂ)days |
from the date of completion of such shut-in oil or gas well and upon the failure to make such payment, this lcase shall ipso facto i If at the expi i

|

primary term o any time thereaficr a shut-in oil or gas well is located on the lcased premises, paymumnybemd:mmdmmthﬂwﬂu—mwwumw.

12. DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM. If, 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 remain in force so long as operations on said well or for

drilling or reworking of any additional well are prosecuted in good faith and in workmanlike manner without interruptions totaling more than sixty (60) days during any
one such operation, and if they result in the production of oil and/or gas, so long thereafier as oil and/or gas is produced in paying quantities from said land, or payment |
of shut-in oil or gas well royalties or compensatory royaltics is made as provided in this leasc. :
|
I

13. CESSATION, DRILLING, AND REWORKING. If, afier the expiration of the primary term, production of oil or gas from the leased premises, after
once obtained, should cease from any cause, this lease shall not i if Lessee additional drilling or reworking operations within sixty (60) days after l
|
|
|
|

such cessation, and this lease shall remain in full force and effect for so long as such operations continue in good faith and in workmanlike manner without interruptions
totaling more than sixty (60) days. If such drilling or reworking operations result in the production of oil or gas, the lease shall remain in full force and effect for so long
as oil or gas is produced from the leased premises in paying qumtusu or plymmt of shut-in oil or gas well royalties or payment of compensatory royalties is made as
provided herein or as provided by law. If the drilling or rh result in the pletion of a well as a dry hole, the lease will not terminate if the Lessee
commences additional drilling or reworking operations within smy (60) days after the completion of the well as a dry hole, and this lease shall remain in effect so long
as Lessee continues drilling or reworking operations in good faith and in a workmanlike manner without interruptions totaling more than sixty (60) days. Lessee shall
give writlen notice Lo the General Land Office within thirty (30) days of any cessation of production.

14. SHUT-IN ROYALTIES. For purposcs of this paragraph, "well” means any well that has been assigned a well number by the state agency having
Jurisdiction over the production of oil and gas. If, at any time after the expiration of the primary term of a lease that until being shut in, was being maintained in |
force and effect, a well capable of producing oil or gas in paying quantities is located on the leased premises, but oil or gas is not being produced for lack of
suitable production facilities or lack of a suitable market, then Lessee 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 $1,200 a year for cach well capable of producing oil or gas in paying quantitics. If Paragraph 3 of this lease does not specify a delay rental
amount, then for the purposes of this paragraph, the delay rental amount shall be one dollar ($1.00) per acre. To be effective, cach initial shut-in oil or gas royalty
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must be paid on or before: (1) the expiration of the primary term, (2) 60 days after the Lessee ceases to produce oil or gas from the leased premises, or (3) 60 days after
Lessee completes a drilling or reworking operation in accordance with the lease provisions; whichever date is latest. Such payment shall be made one-half (1/2) 0 the
Commissioner of the General Land Office and one-half (1/2) to the owner of the soil. If the shut-in oil or gas royalty is paid, the lease shall be considered 1o be a
producing lease and the payment shall extend the term of the lease for a period of onc 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, Lessec may extend the
Iease for four more successive periods of one (1) year by paying the same amount cach year on or before the expiration of cach shut-in year.

15. COMPENSATORY ROYALTIES. ll;dunngmepmodlhelcmukqur.lfwlbymmofmmm—monlorgumyxlty.mlorwuloldand
delivered in paying quantities from a well located within one thousand (1,000) feet of the leased pi and in the same p ing reservoir, of in any case
in which drainage is occurring menxhllocummelommmlhclnsobypcymgmmmmlugﬂmyﬂly!ﬂlmbuﬂhlmenhﬂlm&meﬁewveform
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 y royalty is to be paid monthly, one-half (1/2) o the Commissioner of the General Land
Ommmdmuf(M)mmnmofmemmegmwbzfutmchﬂduyonbcmuhﬁﬂbmultumuhmniuchﬂumlwsuupm&mdﬁumhwﬂl

g the drainage or that is picicd in the same producing reservoir and located within one thousand (1,000) fect of the lecased premi If the I
mylllypud-ltylz-nmﬂlpcnodumumbmumm-modugswydty,Lmshdlmnmuequﬂmﬂ:d:ﬂauumﬂmdmyum
dly:&mlhl:mdol'th:12vmlhpumCwymMmMmmmdme“mmumdwhmmmm9uf
this Icasc. None of these provisions will relicve Lessee of the obligati ble devel nor the obligation Lo drill offsct wells as provided in Texas Natural
Resources Code 52.173; b , &l the & ion of the Ce issi and with the Commissi r's wrillen spproval, the pay of comp y royalties can
snnfyth:ou:mmw&\uoﬂ‘suwﬂls

16. RETAINED ACREAGE. Notwithstanding any provision of this lease to the contrary, after a well produci ble of producing oil or gas has
beencnmpl:edonMlﬂdmlmuﬂmh&l@nmnhmmwmmmmm«whsmu
reasonably necessary for the proper development of the leased premises and in mark

(A) VERTICAL- In the event this lease is in force and effect two (2) years afier the expiration date of the primary or extended term it shall then terminate
-wdlofhlemdmm.Excm(l)wmmﬂmlnliMMMmmqumudﬂbmmwmm;uudl
apable of producing in paying q (includi lﬂu-mmlumwdlupmmdml‘wuhueol)oflmllupmwhwhlmullmmmedn
continuous drilling or reworking operati nr(Z)lh: ber of acres & “‘ina ducing pooled unit pursuant to Texas Natural Resources Code 52.151-52.153,
or (3) such greater or lesser number of acres as may then be all d for prod P 10 a proration unit for cach such producing well under the rules and
gulations of the Railroad C issh dmenymwumpwmmlymM)m If st any time afier the effective date of
unplmn!umumpfwumbﬂml‘lheapplmbleﬁddmhndmpdmdwwﬁlawdhbcmumnnmluuﬂedwmmmum
allocated 1o said well or wells for production purposes, this lease shall thereup inale as to all acreage not th Il d 10 said well or wells for production
purposes. Notwithstanding the termination of this lease as 10 a portion of the lands covered hereby, Lessee shall nevertheless continue Lo have the right of ingress o and
egress from the lands still subject to this lease for all purposes described in Paragraph | hereof, together with casements and rights-of-way for existing roads, existing
pipelines and other existing facilities on, over and across all the lands described in Paragraph | hereof ("the retained lands”), for access o 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 cvent this lease is in force and effect two (2) years afler the expiration date of the primary or extended term it shall further
terminate as 1o all depths below 100 feet below the total depth drilled (hercinafter "decper depths®) in cach well located on acreage retained in Paragraph 16 (A) above,
unless on or before two (2) years afler the primary or extended term Lessee pays an amount equal 10 one-half (1/2) of the bonus originally paid as consideration for this
lease (us specified on page | hereof). If such amount is paid, this lcase shall be in force and effect as to such deeper depths, and said termination shall be delayed for an
additional period of two (2) years and so long thereafier as il or gas is produced in paying quantities from such decper depths covered by this lease.

(C)MﬂFlCAﬂONANDFlLING.ThwﬁuwMﬁMMummwdlmuLunulyumnd,benmehmoflmmm

the well located in the center thereof, or such other shape as may be approved by the C issi omucmumotrmwmm(maysmm
mmdhulmunmddhuulmﬂmﬂmﬂaﬂmu ! factory legal description of the age and/or depths
incd b The "mu-mmmdmuuﬁummmmmmwmmamwu

Gmimoﬂembm:ﬁamhmmcrdmuﬁbd If Lessee fails or refuses 1o exccute and record such release or releases within ninety (90) days after
being requested 1o do so by the General Land Offiice, then the Commissioner at his sole discretion may designate by writlen instrument the acreage and/or depths to be
relcased hercunder and record such instrument &t Lessee's expense in the county or countics where the lease is located and in the official records of the General Land
Office and such designation shall be binding upon Lessee 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 o protect
the oil and gas under the above-described land from being drined. Lessee, sublessee, receiver or other agent in control of the leased premises shall drill as many wells
as the facts may justify and shall use appropriate means and drill 10 a depth necessary (o prevent undue drainage of oil and gas from the leased premises, In addition, if
0il and/or gas should be produced in commercial quantities within 1,000 feet of the leased premises, or in any case where the leased premises is being drained by
pmdwumofodwuhbm.wbhuu.mmmahuwmmﬂofmwpmmmuhnl.lmpodfumbepnunmllmgohwelluwdlxupmuu

leased premises within 100 days afler the draining well or wells or the well or wells completed within 1,000 feet of the leased p start p
qmm-ﬂﬂlpmmmumgmm.mmFnlmmmfymemoﬂsuouipnmmymmmmmmcmuordnsoal'sw
rights to forfeiture. Only upon the d ination of the C: 1851 of the General Land Office and with his writien spproval may the payment of compensatory
royalty under applicable Y p satisfy the obligation to drill an offset well or wells required under this paragraph.
18. FORCE MAJEURE. If, after a good faith effort, Lessee is prevented from complying with any express or implied of this lease, from
ds g drilling operati mlhnluudpcmmuﬁomptodmmgmlorgnﬁomﬂ:huedmmbymofw'.mbdlmmmmsnl'(iod.nr
mvddmmumofwmmq.mmkwmLmee‘sobhpxmtowmp(ywimmeh shall be suspended and Lessee

shall not be liable for damages for failure to comply with such covenants; additionally, this lease shall be extended while Lessee is prevented, by any such cause, from
conducting drilling and reworking operations or from producing oil or gas from the leased premises. However, nothing in this paragraph shall suspend the payment of
delay rentals in order 10 maintain this lease in effect during the primary term in the absence of such drilling or reworking operations or production of oil or gas.
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19. WARRANTY CLAUSE. The owner of the soil warrants and agrees to defend tide (o the leased premises. If the owner of the soil defaults in payments
owed on the leased premises, then Lessee may redeem the rights of the owner of the soil in the lcased premises by paying any mortgage, taxes or other liens on the
leased premises. If Lessee makes payments on behall of the owner of the soil under this paragraph, Lessee may recover the cost of these payments from the rental and
royalties due the owner of the soil.

20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the soil owns less than the entire undivided surface estate in the above described
land, whether or not Lessee’s interest is specified herein, then the royalties and rental herein provided to be paid to the owner of the soil shall be paid to him in the
prnpu'uonmlchhunﬂ:ube-:wﬂnmudavﬂedmduemmdﬂwmﬂnmmmﬂhucmuwudedwb:pudmﬂownmmofﬂmeuﬂ
Land Office of the State of Texas shall be likewise proporti duced. H , before Lessee adjusts the royalty or rental due to the Commissioner of the
Gmﬂ'ﬂL-ldomce.lmuwhumemmMﬂthmmnfhﬂmﬂlmdoﬁmnmmwh)dletplnmlhe

the i portedly leased under this lease and the actual interest owned by the owner of the soil. The Commissioner of the General Land
Oﬂ'wedﬂlbep-dmnhnofmewhokmumdbubkmunymﬁmdedmmmw:mhuwhﬂwﬂmm
allocable to such undivided interest. However, in no event shall the Commissioner of the General Land Office receive as a royalty on the gross production allocable to
the undivided interest not leased an amount less than the value of one-sixteenth (1/16) of such gross production.

(B) REDUCTION OF PAYMENTS. If, during the primary term, a portion of the land covered by this lease is included within the boundaries of a
pooled unit that has been approved by the School Land Board and the owner of the soil in & with N i R Code Sections 52.151-52.154, of if, at any
t-n:nllu-lh:npnimnfmcpnm-yhmurﬂnmmdedmn,mubmmmshsunumdmﬂmﬂcuﬂmﬂmmmmmlm
made on a per acre basis b der shall be reduced 1g 10 the number of acres pooled, released, surrendered, or otherwise severed, so that payments determined
m.pmmmmamamummummuluwumu ber of acres outside the boundarics of & pooled unit, or,
if after the expiration of the primary term, the number of acres actually retained and coveted by this lease.

21. USE OF WATER. Lessce shall have the right to use water produced on said land y for operations under this lease except water from wells or
tanks of the owner of the soil; provided, however, Lmﬂlmmm&kmumwﬂhfulw&ﬂwmmhmmm
without the prior consent of the owner of the soil.

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

23, PIPELINE DEPTH. When requested by the owner 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 writien
consent of the owner of the soil.

25. POLLUTION. In developing this area, Lessee shall use the highest degree of care and all proper safeguards to p lution. Without li g the
l"orcgmng.pnllnuonofmuulwulmds.nmmyxnvmmdnnpunﬁedm;hﬂbewmmdbyﬁnwofmm[mhuusufﬁmmpcwem
mlhg:.swupmmmummmmﬂnmurmllmmenuwlllmlmdzwnulw apture all ped hydrocarbons or other

I and shall be responsible for all damage to public and private propertics. Lessee shall build and maintain fences around its slush, sump, and drainage pits and
mkmmummtummkmkm.dmwmmmmduponwnplﬁlmotmmofmywdluwdls,hﬁmd\dlﬁllmdIevelnllslush
puﬂeﬂmmwydmwhmumgsueohllmwm Lessee shall, while conducting operations on the leased premises, keep said premises free
of all rubbish, cans, bottles, paper cups or g and upon pletion of operations shall restore the surface of the land 1o as near its original condition and contours
uum@leTnh-dmmllbethw-ﬁw

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 120-day period. However, Lessee may not remove casing from any well capable of producing oil and gas in
paying quantitics. Additionally, Lessee may not draw and remove casing until afier thirty (30) days written notice to the Commissioner of the General Land Office and
to the owner of the soil. The owner of the soil shall become the owner of any machinery, fixtures, or casing which are not timely removed by Lessee under the terms of
this paragraph,

27. (A) ASSIGNMENTS. Under the conditions contained in this paragraph and Paragraph 29 of this lcase, the rights and estates of cither party to this
lease may be assigned, in wholc or in part, and the provisions of this lease shall extend 1o and be binding upon their heirs, devisees, legal representatives, successors and
assigns. However, a change or division in ownership of the land, rentals, or royalties will not enlarge the obligations of Lessee, diminish the rights, privileges and
estates of Lessee, impair the effectiveness of any payment made by Lessee or impair the cffectivencss of any act performed by Lessee. And no change or division in
amshnpormemmds.ormymmshnllbmdlmufw-:ypm-pqunnulunmy(lo)duyuﬂalheowmomumll(orhuhws devisees, lcgal representatives
um)mmummmmwmaumm hip, including the original ded i of title (of a certified copy of
such original) when the k i b ohmmmAmulotp-mnlmgnmofﬂmkmshdLmlhcmﬂofﬂ:wmmnMnlmcm
dmwudlmdﬂmmmumll'muluuumywdmmmmyumunypmorhmmnﬂnwoplmmpnytmnls
shall be apportioned as between the several owners ratably, according to the area of cach, and failure by onc or more of them 1o pay his share of the rental shall not
affiect this lcase on the pan of the land upon which pro rata rentals are timely paid or tendered; however, if the assignor or assignee docs not file a centified copy of such
assignment in the General Land Office before the next rental paying date, the entire lease shall ierminate for failure to pay the entire rental due under Paragraph 3.
Every assignee shall succeed to all rights and be subject to all obligations, liabilities, and penaltics owed to the State by the original lessee or any prior assignee of the
lease, including any liabilities 10 the State for unpaid royalties.

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

(1) a nominee of the owner of the soil,
(Z)aeupom.mutmbmdwymwhthdwmnfd\emduampdmcﬂmldaorumamlomofnmhlmmmsubsulllrr
(3) a partnership in which the owner of the soil is a partner or is an employee of such a par

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

(5) a pantner or employee in a partnership which is the owner of the soil;
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(6) a fiduciary for the owner of the soil; including but not limited to a guardian, trustee, exccutor, administrator, receiver, or conservator-for the
owner of the soil; or

(7) a family member of the owner of the soil or related 1o the owner of the soil by inge, blood, or adopti
28. RELEASES. Under the conditi ined in this paragraph and Paragraph 29, Lessee may at any lime 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 lcase as to such portion or portions, and be
relieved of all subsequent obligations as to acreage surrendered. If any part of this lease is properly surrendered, the delay rental due under this lease shall be reduced by
the proportion that the dered acreage bears (0 the acreage which was covered by this lease immediately prior to such surrender; however, such release will not
relieve Lessee of any liabilities which may have accrued under this lease prior to the summender of such acreage.

29. FILING OF ASSIGNMENTS AND RELEASES. If all or any part of this lcasc is assigned or released, such assignment or release must be recorded
in the county where the land is si d, and the ded i or & copy of the recorded instrument certified by the County Clerk of the county in which the
instrument is recorded, must be filed in the General Land Office within 90 days of the last jon date ied by the p ibed filing fee. If any such
nmnmnmﬁuummmmmmummm-uwdmmdmmwmm

30. DISCLOSURE CLAUSE. AIImvmmmwhﬁofhmuwhwmmwcdmmmwmme
statement of the true consideration 10 be paid for the execution of this lease and the rights and dutics of the parties. Any coll | agrn g the
development of oil and gas from the leased premises which are not contained in this lease render this lease invalid.

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

32. FORFEITURE. If Lessee shall fail or refuse to make the payment of any sum within thirty days afler it becomes due, or if Lessee or an authorized
agent should knowingly make any false return or false report conceming production or drilling. or if Lessee shall fail or refuse to drill any offsct well or wells in good

faith as required by law and the rules and regulations adopted by the Commissioner of the General Land Office, or if Lessee should fail 10 file reports in the manner
mqumbth«raummptywammmmwwmmwmmmmmuuwmmuﬂu
should refuse the proper authority access (o the ds p ions, or if Lessee or an suthorized agent should knowingly fail or refuse 10 give correct

information 1o the proper authority, akmﬂyhﬂumﬁmbmmﬁmﬂwomccamh.ofnydeutflm:Mhmmdvamyof
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, and when

forfeited the arca shall again be subject 10 lease under the terms of the Relinquishment Act. H hing herein shall be construed as waiving the automatic
termination of this leasc by operation of law or by reason of any special limitation arising hereunder. Forfeitures may be sct aside and this lease and all rights thereunder
reinstated before the rights of another i ne upon satisfactory cvid 1o the C issioncr of the General Land Office of future compliance with the provisions of

the law and of this lcase and the rules and

gulations 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 from the area covered
by this lease 1o secure payment of all unpaid royalty and other sums of money that may become due under this lease. By acceptance of this lease, Lessee granis the
State, in addition 10 the lien provided by Texas Natural Resources Code 52.136 and any other applicable statutory lien, an express contractual lien on and security
interest in all leased minerals in and extracted from the leased premises, all proceeds which may accrue to Lessee from the sale of such leased mincrals, wh:(hetsuch
proceeds arc held by Lessee or by a third party, and all fi on and § 10 the leased premises used in jon with the production or p g of
sudtlcnndnn:tahuuhw“nﬂnmdmmﬂuwuhmmﬁnummmmdumuluundlom:p-ymofmydmlpw
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 sccurity inlerest may be
fomcloudmlhwmlhmlnunpcwmdmpmhmmpmndedmﬂnmklMBO[&:TMBWMCMC&LMWMLM
Commissioner may require Lessee to execule and record such instruments as may be bl k ledge, attach or perfect this lien. Lessce hereby
upuanlh-Mnmmumbmmﬁmﬂmhthmﬁmﬂumhtw&hmbﬁmuﬁmI.nn:‘smquunmol’lhs
lease. Should the C 155 at any time d inc that this repi ion is not true, then the Commissioner may declare this lease forfeited as provided herein.

34. POOLING. Lessee is hereby granied the right w0 pool or unitize the royalty interest of the owner of the soil under this lease with any other leaschold
or mincral interest for the exploration, development and production of oil or gas or cither of them upon the same terms as shall be approved by the School Land Board
MWCommmﬂol'd\:GmallLJndOﬂiocfwﬂupooluuuuumnsufﬂnmol‘ﬂummmmwﬂuﬂmeNmmana
52.151-52.153. The owner of the s0il agrees that the inclusion of this provision in this lcasc satisfics the stated in Texas Natural Resources Code
52.152.

y

35. INDEMNITY. Lessec hereby releases and discharges the State of Texas aEd the owner of the soil, their offi employees, p agents,
contractors, subcontractors, gucsts, invitees, and their respective successors and assigns, of and from all and any actions and causes of action of every nature, or other
harm, including cnvironmental harm, for which recovery of damages is sought, including, but not limited to, all losses and expenses which arc caused by the activities
of Lessee, its officers, employees, and agents arising out of, incidental to, or resulting from, the operations of or for Lessee on the leased premises hereunder, or that
may arisc out of or be occasioned by Lessee's breach of any of the terms or provisions of this Agreement, or by any other negligent or strictly liable act or emission of
Lessce. Further, Lessee hereby agrees (o be lisble for, exoncrate, indemnify, defend and hold harmless the State of Texas and the owner of the soil, their officers,
employees and agents, their successors or assigns, against any and all claims, lisbilitics, losses, damages, actions, p | injury (including death), costs and expenses,
or other harm for which recovery of damages is sought under any theory including tort, contract, or strict liability, including stiomeys’ fees and other legal expenses,
including those related 1 environmental hazards, on the leased premises or in any way related to Lessee’s failure 1o comply with any and all environmental laws; those
arising from or in any way related to Lessec's operations or any other of Lessec's activities on the leased premises; those arising from Lessee's use of the surface of the
lasodmin;-dmummmdmumwm%hmamdhmwptwisiomoflhiswwnyothunuumhimnl
Lessex, its di officers, employecs, p s, agents, b , guests, invitees, and their respective successors and assigns. Each assignee of this
Agreement, or an interest therein, agrees 1o be liable for, exoncrate, indemnify, defmdmdhnﬂh-uﬂmlhﬂSlﬂzothmmdtheomofmchMoM
cmployees, and agents in the same manner provided above in connection with the activities of Lessee, its officers, employees, and agents as described above. EXCEPT
AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF THE INDEMNITY OBLIGATIONS AND\OR LIABILITIES ASSUMED UNDER THE
TERMS OF THIS AGREEMENT SHALL HE WITHOUT LIMITS AND WITHOUT REGARD TO THE CAUSE OR CAUSES THEREOF (EXCLUDING
PRE-EXISTING CONDITIONS), STRICT LIABILITY, OR THE NEGLIGENCE OF ANY PARTY OR PARTIES (INCLUDING THE NEGLIGENCE OF
THE INDEMNIFIED PARTY), WHETHER SUCH NEGLIGENCE BE SOLE, JOINT, CONCURRENT, ACTIVE, OR PASSIVE.
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36. ENVIRONMENTAL HAZARDS. Lessee shall use the highest degree of care and reasonable safeguards to 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 matermls. expluslm. toxic materials, or substances regulated as hazardous wastes, hazardous materials, hazardous

substances (as the term "Hazardous Si " is defined in the Comprehensive Environmental Response, Compensation and Liability Act (CERCLA), 42
U.S.C. Sections 9601, et seq.), or loxic substances under any federal, state, or local law or regulation ("Hazardous Materials"), except ordinary
commonly used in connection with oil and gas exploration and develop operations and stored in the usual manner and quantities. LESSEE'S

VIOLATION OF THE FOREGOING PROHIBITION SHALL CONSTITUTE A MATERIAL BREACH AND DEFAULT HEREUNDER AND
LESSEE SHALL INDEMNIFY, HOLD HARMLESS AND DEFEND THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND
AGAINST ANY CLAIMS, DAMAGES, JUDGMENTS, PENALTIES, LIABILITIES, AND COSTS (INCLUDING REASONABLE ATTORNEYS'
FEES AND COURT COSTS) CAUSED BY OR ARISING OUT OF (I) A VIOLATION OF THE FOREGOING PROHIBITION OR (1I) THE
PRESENCE, RELEASE, OR DISPOSAL OF ANY HAZARDOUS MATERIALS ON, UNDER, OR ABOUT THE LEASED PREMISES DURING
LESSEE'S OCCUPANCY OR CONTROL OF THE LEASED PREMISES, LESSEE SHALL CLEAN UP, REMOVE, REMEDY AND REPAIR
ANY SOIL OR GROUND WATER CONTAMINATION AND DAMAGE CAUSED BY THE PRESENCE OR RELEASE OF ANY HAZARDOUS
MATERIALS IN, ON, UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OF THE LEASED PREMISES IN
CONFORMANCE WITH THE REQUIREMENTS OF APPLICABLE LAW. THIS INDEMNIFICATION AND ASSUMPTION SHALL APPLY,
BUT IS NOT LIMITED TO, LIABILITY FOR RESPONSE ACTIONS UNDERTAKEN PURSUANT TO CERCLA OR ANY OTHER
ENVIRONMENTAL LAW OR REGULATION. LESSEE SHALL IMMEDIATELY GIVE THE STATE OF TEXAS AND THE OWNER OF THE
SOIL WRITTEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS PARAGRAPH, UPON LEARNING OF THE PRESENCE
OF ANY HAZARDOUS MATERIALS, OR UPON RECEIVING A NOTICE FROM ANY GOVERNMENTAL AGENCY PERTAINING TO
HAZARDOUS MATERIALS WHICH MAY AFFECT THE LEASED PREMISES. THE OBLIGATIONS OF LESSEE HEREUNDER SHALL
SURVIVE THE EXPIRATION OR EARLIER TERMINATION, FOR ANY REASON, OF THIS AGREEMENT.

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

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

39. LEASE FILING. 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 to the
General Land Office.

40, Rentals in the amount of $480.00 for years two and three of this lease have been prepaid. One half (%) of this amount has been paid to the
Lessor and one half (%) has been paid to the State of Texas. Rental for the fourth year in the amount of $48,240.00 has not been paid and if the fourth year
rental is not paid then this lease will expire. One half (%) of the fourth year renjal will be paid to the Lessor and one half (%) will be paid to the State of
Texas. Rental for the fifth year is included in the fourth year rental and if the fi year rental is paid then no additional rentals are due under this lease.

L = roperties, Inc.

BY: William A. Chalfant
TITLE: President
DATE: _G /15 05

STATE OF TEXAS STATE ORJEXAS

D SN nderean)

BY Dale & Hardeman BY: Bhea Yinn Gorzo
TITLE: Individyally and as agent for the State of Texas TITLE: Individually dnd as agent for the State of Texas
Date: ¥ = \,3} % g Date: 7 =) il 0_5
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Before me, the undersigned authority, on this day personally appeared

RAGARZA
Notary Public

N Texas
AC

Dale B. Hardeman, dealing in his sole and
separate property, 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.

h
Given under my hand and seal of office this the ) E ~ day of , 2005.

.e

Ll 0:0 -
. . .e
. . 8 @
™ . L
. . .

Notary Public in and for

My Commission xpires;_(01 3-0bo
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copy of
Original filed in
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STATE OF TEXAS

COUNTY OF MIDLAND

Before me, the undersigned authority, on this day personally appeared William A. Chalfant,
known 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 }5% day of
Jhy , 2005.
< JUDITH K. WILLIAMS b (ot I M ocivt
MY COMMISSION EXPIRES No\ﬂy Public in and for the State of Texas
February 7, 2009 -
:vwv-;-rv- e ey o
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George P. Bush, Comm

Date Filed: Cﬁ 1 / 0 S

By

CERTIFIED TRUE AND CORRECT COPY CERTIFICATE

STATE OF TEXAS

COUNTY OF REEVES

The above and foregoing is a full, true and correct photographic copy of the
original record now in my lawlul custody and possession, as the same IS

filad/recarded in the public records of my office found in V
PAGE_B6 . THRU 74 : OFFIC o

| hereby certfied on SEPT. 95 2005

VLAY
SAME O,

DIANNE O. FLOREZ, GOUNTY CLERK
REEVES COUNTY,T
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FILE# 3961

Fig13
General Land Office
Relinquishment Act Lease Form e (_Q

™\ / ‘2
Revised, September 1997 ' *-MQO })Uﬁk 2= V("L/
OIL AND GAS LEASE

THIS AGREEMENT is made and entered into this 8th day of July, 2005, between the State of Texas, acting by and through its agent, Mrs.
Patrick Browning fka Sally Rebecea Read, dealing in ber sole and separate property of 13111 Trial Driver, Austin, TX 78737 said agent herein
referred to as the owner of the soil (whether one or more), and CHALFANT PROPERTIES, INC., of PO BOX 3123, Midland, Texas 79702 hercinafter
called Lessee.

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

All of Section 3, Block 45, Public School Land Survey
containing 640.0 acres, more or less. The bonus consideration paid for this lease is as follows:

To the State of Texas: Twenty-Four Thousand One Hundred Sixty & 00/100
Dollars (§ 24,160.00)

To the owner of the soil: Twenty-Four Thousand One Hundred Sixty & 00/100
Dollars ($ 24,160.00)
Total bonus consideration: Forty-Eight Thousand Three Hundred Twenty & 00/100
Dollars ($ 48,320.00)
The total bonus ideration paid rep a bonus of Three Hundred Two Dollars ($302.00) per acre, on  160.0 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 thereafter as oil and gas, or either of them, is produced in paying quantities® from said land.
As used in this lease, the term "produced in paying quantities” means that the receipts from the sale or other authorized commercial use of the substance(s)
covered exceed out of pocket operational expenses for the six months last past. k

3. DELAY RENTALS. If no well be commenced on the leased premises on or before one (1) year from this date, this lease shall terminate,
unless on or before such anniversary date Lessee shall pay or tender to the owner of the soil or to his credit in
the ** THIS IS A PAID-UP LEASE; SEE PARAGRAPH 40 ** Bank,al _____, or its successors (which shall continue as the depository regardless of
changes in the ownership of said land), the amount specified below; in addition, Lessee shall pay or tender to the COMMISSIONER OF THE GENERAL
LAND OFFICE OF THE STATE OF TEXAS, AT AUSTIN, TEXAS, a like sum on or before said date. Payments under this paragraph shall operate as a
rental and shall cover the privilege of deferring the 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 tenders annually, the commencement of a well may be further deferred for successive periods of one (1) year
cach during the primary term. All payments or tenders of rental to the owner of the soil may be made by check or sight draft of Lessee, or any assignee of
this lease, and may be delivered on or before the rental paying date. If the bank designated in this paragraph (or its successor bank) should cease to exist,

d business, liquidate, fail or be ded by her bank, or for any reason fail or refuse to accept rental, Lessee shall not be held in default for

l'ulmtouukcsuch;-ymmrscrimdasnl'mu.lmullluny(m)daysmﬂlhemofmesmlsballddwulolmsecapmparmutbleummu
naming another bank as agent to receive such payments or tenders.
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4.  PRODUCTION ROYALTIES. Upon production of oil and/or gas. |.exsce agrees 1o pay or cause 10 be pand mc-hllf (1/2) of the royalty

pfowdet}ll':: in this lease to the Commissioner of the General Land Office of the State of Texas. al Austin® Texas, and onc-half (1/2) of such royalty 1o the
OWner o wl

(A) OIL. Royalty payable on oil, which is defined as including all hydrocarbons produced in & liquid form at the moul.h ol'thc well and also as all
condensate, distillate, and other liquid hydrocarbons recovered from oil or gas run through a or other provided, shall be
1/5th part of the gross production or the market value thereof, at the oplion ol'!hc owner of the soll or the Commissioner of the
General Land Office, such value to be determined by 1 ) the hi posted price, plus premium, if any, offered or paid for oil, condensate, distillate, or other
liquid hydrocarbons, respectively, of a like lypc and gravity in the general arca whctc produced and when run, or 2) the highest market price thereof offered or
paid in the general area 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 fruofcosnolheroynhyomlhmughmadc% te oil and gas
scparator of conventional type, or other equipment at least as cfficient, so that all liquid hydrocarbons recoverable from the gas by such means will be

recovered. The requirement that such gas be run through a separator or other equipment may be waived in writing by the royalty owners upon such terms and
conditions as | hey prescribe.

(B) NON PROCESSED GAS. Rnylllrmmygu(mcludmg flared gas), which is defined as all hydrocarb b not defined
as oil in subparagraph ( A)above.pmduwd mywdlonmdlmd(umpcspmwdedhu-unm:hmpaamgsprmdmaplmforhemwmof
gasoline, liquid hydrocarbons or other ) shall be 1/5th part of the gross production or the market value thereof, at the
apuonoﬁhcomofl.hesmlw&z(fmm:ssumofﬂwﬁqmil,md()ﬂ'lu such value to be based on the highest market price paid or offered for gas of
comparable quality in the g | area where produced and when run, or the gross price paid or offered (o the producer, whichever is the greater; provided that

i the gas under this lease shall not at any time exceed 14.65 per square inch absolute, and the standard base
shlllbemuy (@)dﬂyﬂsf ‘shrenheil, correction 1o be made for pressure according 10 le's Law, and for specific gravity according Lo tests
made by the Balance Method or by the most approved method of testing being used by Lhe industry at the lime of testing.

(C) PROCESSED GAS. Royalty on any gas processed in a psolanc planl or other plant for the recovery of gasoline or other liquid hydrocarbons
shall be 1/5th par of the residue gas and the extracted or the market value thereof, at the option of the
uwneroflhesml or the Commissioner of the General Land Office. All roy:luudmhumn shall kbudmmhuﬁdm(lﬂﬂ%)ofﬂumﬂ plant
of residue gas auributable 1o gas produced from this lease, and on filty percent (50%), or that p 10 Lessee, whi "n..lslheyulu
ol'lhemalplmlpmamofll y&ou‘bomumhublcwlhe produced from this lease; lh‘llha““upndhydmﬂ'b(m are recovered from
%-s processed in a plant in which (or its parent, subsidiary or affiliate) owns an interest, then the percentage applicable to liquid hydmcarbons shall be
ity (50%) or the highest percent accruing Lo a third pany pcocusmg gas Ihmugh such plant under a p ted at anm's Ier—ﬁ:
(or if there is no such third party, the highest percent then being sp or mﬂuM).WhndmansU\cw
respective royalties on residuc gas and on liquid hydrocarbons ‘shall be dclermmed‘Ly 1) the highest market price paid or offered for any gas (or liquid
hydrocarbons) of comparable quality in the gencral arca, or 2) the gross price paid or offered for such residuc gas (o the weighted average gross sclling price
for the respective grades 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 prod duced f ‘ﬁu;“?s(exwplingliquid
hy&mrbmn)wtﬂhun:dsube m“h"wmyuhw';u,b ﬁ:mmuug.bumngumyoﬂ'n 1/5th

part of the gross of such prod or the market value thereo! Mmmofﬂnmofdnsmlwd\eCmmmofﬂ:GﬂnﬂhM
Oﬂ'lo: such market value to bc determined as follows: 1) on the basis of the hlﬁf::l market price of each product for the same | monlh in ‘which such product is
pmhood.orZ)onlhehmsaﬂhnmg:muI:pnwofuchpmdudfor same month in which such products are pr h is the greater.

5. MINIMUM ROYALTY. During any yecar afier 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 (o the total annual delay rental herein provided; otherwise, there shall be due and
pay.lbl:oncrbc!’mth:l:stdlyofd\emmduuwmdmgwmwawydmeofd\uIeuclsunequnllolhcwulmuultmullmlheunwnlnfmyalua

paid during the preceding year. If Paragraph 3 of this lease does not specify a delay rental amount then for the purposes of this paragraph, the delay rental
amount shall be one dollar ($1.00) per acre.

6. ROYALTY IN KIND. No(wllhsln‘tdmgmydhu'pruvum in I.hlxlme,uln nmwﬁmumwlmmcmufllnmlorlhc
Commissioner of the General Land Office may, at the option of either, upon not less than sixty (6-0) da s nolice 1o the holder of the lease, require that the
|'gru:\l of any royallics accruing 10 such royally 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 wake its royalty in kind shall not diminish or negate the owner of the soil's or the Commissioner of the General Land Office's rights or Lessee's
obligations, whether express or implied, under this lease.

NO DEDUCTIONS. Lessee agrees that all royalties accruing under lhli Iease (including those pmd in kind) shall be without deduction for the
uoslofpmdnmn ang,ﬂoﬂng‘sepmng.um:ns.ﬂ mdmha-msenmhngﬂmollgrnmdomw

herwn&mdy for sale or use. lmngt:looompul:nnglpl)‘ myn!uuonlh:gmssnlmmzwui. including afiy
uxr.-: md production related costs.

8. PLANT FUEL AND RECYCLED GAS. No royalty shall be payable on any gas as may represent this lease’s proportionate share of any fucl
used 10 process d mmumnxqmym}ummorﬂmbuqmdnbpuhﬂwmmmofw
owner of the soil mdlheCotmnmwofmeéuwllL.melToe.lnsamymyclemfwgulnﬂmpmmﬂnlmedptcmnuorfonmeﬂmam
any oil or gas formation underlying the leased premises after the liquid hydrocarbons contained in the gas have been removed; no royalties shall be
payable on the pmnluuwntﬂ:d-\dsoidumodbyLesse:mnnurmerwhscbuumulhemy-llyowwstolrunltyunduthls

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

Payment of royalty on production of oil and gas shall be as provided in the rules set forth in the Texas Register. Rules curently provide that
royalty on oil is due and must be received in the General Land Office on or before the Sth day of the second month succeeding the month of production, and
royally on gas is due and must be received in the General Land Office on or before the 15th day of the second month succeeding the month of production,
accompanied by the affidavit of the owner, manager or other authorized agent, completed in the form and manner prescribed by the General Land Office and
showing the gross amount and disposition of all oil and gas produced and the market value of the oil and gas, together with a copy of all documents, records
or reports confirming the gross production, disposition
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and market value including gas meter readings, pipeli ipts, gas line pts and other checks or da of duced and put into pipeli tanks, or
pools and gas lincs or gas storage, and any other reports or records which the General Land Office may require to verify the yuu production, dupomlm and market
value. In all cases the authority of a manager or agent 1o act for the Lessee herein must be filed in the General Land Office. Each royalty payment shall be accompanied
by & check stub, schedul Yy or other remi advice showing by the assigned General Land Office lease number the amount of royalty being paid on cach
lease. If Lessee pays his royalty on or before thirty (30) days afier the royalty payment was due, then Lessee owes a penalty of 5% on the royalty or $25.00, whichever
is greater. A royalty payment which is over thirty (30) days late shall accruc a penalty of 10% of the royalty duc or $25.00 whichever is greater. In addition lo a penalty,
royalties shall accrue interest al a ratc of 12% per year. such interest will begin accruing when the royalty is sixty (60) days overdue. Affidavits and supporting
documents which arc not filed when duc shall incur a penalty in an amount st by the General Land Office administrative rule which is effective on the date when the
afMidavits or supporting documents were due. The Lessee shall bear all responsibility for paying or causing royalties 1o be paid as prescribed by the duc date provided
herein. Payment of the delinquency penalty shall in no way operate 10 prohibit the State’s night of forfeiture as provided by law nor act 1o postpone the date on which
royalties were originally duc. The above penalty provisions shall not apply in cases of lide dispule as 10 the State’s portion of the royalty or to that portion of the royalty
in dispute as to fair market value,

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shall annually fumish the Commissioner of the General Land Office with its best
possible estimate of ol and gas reserves underlying this lease or allocable 10 this lease and shall furnish said Commissioner with copies of all contracts under which gas
is sold or pi d and all subseq agr and d to such within thirty (30) days afier entering into or making such contracts, agreements or

d Such and ags when received by the General Land Office shall be held in confidence by the General Land Office unless otherwise
authorized by Lessee. All other contracts and records pertaining (o the production, transportation, sale and marketing of the oil and gas produced on smid premises,
including the books and ipts and discharges of all wells, tanks, pools, meters, and pipelines shall at all times be subject (0 inspection and examination by
the Commissioner of the General Land Office, the Attorney General, the Govemnor, or the representative of any of them

(B) PERMITS, DRILLING RECORDS. Written notice of all operations on this lease shall be submitied to the C issi of the General Land
Office by Lessee or operator five (5) days before spud date, workover, re-entry, temporary aband or plug and aband of any well or wells. Such written
natice to the General Land Office shall include copies of Railroad Commission forms for application to drill. Copies orwﬂlmu.wummmﬂmmg
reports shall be supplied to the General Land Office at the time they are filed with the Texas Railroad Ci ission. All appli its, reports or other filings that
r:l'umthtslusentmyspmﬁcwellonmlmedpmmueslndlillu:nnbmmedmﬂ:TcmRulrudCummmwnym;memmnlwsull
include the word "State® in the litlke. Additionally, in d: with Railroad C: ission rules. any signage on the leased premises for the purpose of identifying
wells, mkbmmototl‘mmmed improvements to the land musulsonmludemcmd "State. " Lessee shall supply the General Land Office with any records,
reports, gs and cores, or other infi lative to the operation of the above-described premises, which may be requested by the
General lmeﬁu.mddmmﬂmchuemcxpmlyprmldod for. Lessee shall have an electrical and/or radioactivity survey made on the bore-hole section, from
the base of the surface casing 10 the total depth of well, of all wells drilled on the above described premises and shall transmil a true copy of the log of cach survey on
cach well to the General Land Office within fificen (15) days after the making of said survey.

(C) PENALTIES. Lessee shall incur a penalty whencver reports, d or other 1als are not filed in the General Land Office when due. The
penalty for late filing shall be sct by the General Land Office administrative rule which is effective on the date when the materials were due in the General Land Office,

1l. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If , during the primary term hereof and priof to dlscovcrymd
production of oil or gas on said land, Lessee should drill a dry hole or holes thereon, or if duning the primary term hereol and afier the di y and actual prod
of oil or gas from the leased premises such production thereof should cease from any cause, this lease shall not terminate if on or before the expiration of sixty (60) days
from date of completion of said dry hole or ion of production Lessee additional drilling or reworking operations thereon, or pays of lenders the next
mnﬂlddaymldhﬂummmupwvidediﬂlhism[fduﬁudmlmmnfﬂnpdmmuwﬂhinsiny(@)dlﬁmlhm.'lnld.rybolebe
icted and abandoned, or the production of oil or gas should cease for any cause, Lessee's rights shall remain in full force and effect without further operations until
theupmmufﬁleptmurytsm and if Lessee has not resumed production in paying quantities at the expiration of the primary term, Lessce may maintain this lease
by conducting additional drilling or reworking operations pursuant to Paragraph 13, 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 oil or gas well within the primary term hereof,
Lessee may resume payment of the annual rental in the same manner as provided herein on or before the rental paying date following the expiration of sixty (60) days
from the date of completion of such shut-in oil or gas well and upon the failure to make such payment, this lease shall ipso facto terminate. If at the expiration of the
primary lerm of any time thereafler a shut-in oil or gas well is located on the leased premises, payments may be made in accordance with the shut-in provisions hercol.

12. DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM. If, 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 remain in force so long as operations on said well or for
dnlling or reworking of any additional well arc p d in good faith and in workmanlike manner withoul interruptions totaling more than sixty (60) days duning any
one such operation, and if they result in the production of oil and/or gas, so long thereafler as oil and/or gas is produced in paying quantities from said land, or payment
of shut-in oil or gas well royalties or compensatory royalties is made as provided in this lease

13. CESSATION, DRILLING, AND REWORKING. If, after the expiration of the primary term, production of oil or gas from the leased premises, after
once obtained, should cease from any cause, this lease shall not i if Lessee nddmuﬂdnllmgorremkmgmwuhmsmy(éﬂ)dmma
such cessation, and this lease shall remain in full force and effect for so long as such operations continue in good faith and in work ik without i P
totaling more than sixty (60) days. If such drilling or reworking operations result in the production of oil or gas, the lcase shall remain in full force and effect for so long
as oil or gas is produced from the leased premises in paying quantities or payment of shut-in oil or gas well royaltics or pay of comp y royaltics is made as
provided herein or as provided by law. If the drilling or reworking operations result in the completion of a well as a dry hole, the lease will not tlerminate if the Lessee
commences additional drilling or reworking operations within sixty (60) days afier the completion of the well as a dry hole, and this lease shall remain in effect so long
as Lessee continues drilling or reworking operations in good faith and in a workmanlike manner without interruptions totaling more than sixty (60) days. Lessec shall
Rive writien notice to the General Land Office within thirty (30) days of any cessation of production

14. SHUT-IN ROYALTIES. For purposes of this paragraph, “well" means any well that has been assigned a well number by the state agency having
1 over the production of oil and gas. If, at any time after the expiration of the primary term of a lease that until being shut in, was being maintained in
fmmd:ﬂ'cu.l \uell capable of producing oil or gas in paying quantitics is located on the leased premises, but oil or gas is not being produced for lack of
suitable production facilitics or lack of a suitable market, then Lessee may pay as a shut-in oil or gas royalty an amount cqual 1o double the annual rental provided in
the lease, but not less than $1,200 a year for each well capable of producing oil or gas in paying quantitics. If Paragraph 3 of this lease does not specify a delay rental

then for the purp of this paragraph, the delay rental amount shall be one dollar ($1.00) per acre. To be effective, each initial shut-in oil or gas royalty
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must be paid on or before: (1) the expiration of the primary term, (2) 60 days after the Lessee ceases to produce oil or gas from the leased premises, or (3) 60 days after
Lessee completes a drilling or reworking operation in accordance with the lease provisions; whichever dale is latest. Such payment shall be made one-half (1/2) to the
Commissioner of the General Land Office and one-half (1/2) 10 the owner of the soil. If the shut-in oil or gas royalty is paid. the lcase shall be considered 10 be a
producing lease and the payment shall extend the term of the lease for a period of one year from the end of the primary term, or from the first day of the month
following the month in which production ceased, and, afier that. if no suitable production facilities or suitable market for the oil or gas exists, Lessee may extend the
lease for four more successive periods of one (1) year by paying the same amount cach year on or before the expiration of cach shut-in year.

I15. COMPENSATORY ROYALTIES. If, during the period the lease is kept in effect by payment ufl.h: shut-in oil or gas royalty, oil or gas is sold and
delivered in paying qummsu from a well located within one thousand (1,000) feet of the leased p and d in the same p INg reservoir, or in any case
in which drainage is the right to inue 10 maintain the lease by paymglhc shut-in ml or gas royalty shall cease, but the lease shall remain cffective for the
remainder of the year l‘orwhidi the royalty has been paid. The Lessce may maintain the lease for four more luwmsv:ym by Lﬁmmmgmmmwlyﬂ
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 onc thousand (1,000) feet of the leased p . The p y royalty is o be paid monthly, one-half (1/2) o the Commissioner of the General Land
Office and onc-half (1/2) to the owner of the soul beginning on or before the last day of the month following the month in which the oil or gas is produced from the well
causing the drainage or that is compleled in the same producing reservoir and located within one thousand (1,000) feet of the lecased premi If the P Y
royalty paid in any |2-month period 1s in an amount less than the annual shut-in oil or gas royalty, Lessce shall pay an amount equal to the difference within thirty (30)
days from the end of the 12-month period. Comp y royalty pay which are not timely paid will accrue penalty and interest in accordance with Paragraph 9 of
this lcasc. Nonc of these provisions will relieve Lessee of the obligation of reasonable develop nor the obligation to drill offset wells as provided in Texas Natural

Resources Code 52.173; however, al the d ination of the Ci , and with the Commissioner's writlen approval, the payment of compensatory royaltics can
satisfy the obligation to dnill offset wells

16. RETAINED ACREAGE Nolwnmstmdmg any provision of this lease 1o the contrary, after a well producing or ble of producing oil or gas has
been completed on the leased promises, Lessee shall exercise the dtllgeme of & reasonably prudent operator in dnlhng sud1 lddllsonll well or wells as may be
reasonably necessary for the proper development of the leased premises and in marketing the production thereon

(A) VERTICAL- In the cvent this lease is in force and cffect two (2) years after the expiration date of the primary or extended term it shall then terminate
as 10 all of the leased premises, EXCEPT (1) 40 acres surrounding cach oil well capable of producing in paying quantitics and 320 acres surrounding cach gas well
capable of producing in paying quantitics (including a shut-in oil or gas well as provided in Paragraph 14 hereof), or a well upon which Lessee is then engaged in
continuous drilling or reworking operations, of (2) the ber of acres included in a producing pooled unit 10 Texas B | R Code 52.151-52.153,
m())mmmluwmubaofmumym be allocated forpmdumonpurpus:slnnpmwununﬂ for cach such producing well under the rules and

8 of the Railroad C ission of Texas, or any successor agency, or other governmental authority having jurisdiction. If a1 any time afier the effective date of
the partial termination provisions hereof, the applicable ficld rules are changed or the well or wells located thercon arc reclassified so that less acreage is thereafier
allocated 1o said well or wells for production purposes, this lease shall thereup inalc as to all ge not thereaficr all d to said well or wells for production
purposes. Notwithstanding the termination of this lease as 1o a portion of the lands covered hereby, Lessee shall nevertheless continue Lo have the right of ingress Lo and
cgress from the lands still subject 1o this lease for all purposes described in Paragraph | hereof, together with casements and rights-of-way for cxisting roads, cxisting
pipelines and other existing facilities on, over and across all the lands described in Paragraph | hereof (“the retained lands™), for access 10 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 afier the expiration date of the primary or extended term it shall further
terminate as 10 all depths below 100 feet below the total depth drilled (hereinafier *decper depths®) in cach well located on acreage retained in Paragraph 16 (A) above,
unless on or before two (2) years afier the primary or extended term Lessee pays an amount equal 1o one-half (1/2) of the bonus onginally paid as consideration for this
lease (as specified on page | hereof), If such amount is paid, this lease shall be in force and efffect as to such deeper depths, and said termination shall be delayed for an
additional period of two (2) years and so long thereafler as oil or gas is produced in paying quantities from such deeper depths covered by this lcase.

(C) IDENTIFICATION AND FILING. The surface acreage retaincd hereunder as 1o cach well shall, as nearly as practical, be in the form of a square with
the well located in the center thereof, or such other shape as may be approved by the Commissioner of the General Land Office. Within thirty (30) days after partial
tmnawmofmulususpmvudwhucm Lessee shall exccute and record a release or releases conlaining a satisfactory legal description of the acreage and/or depths
not retained b The ded release, or a centified copy of same, shall be filed in the General Land Office, accompanicd by the filing fee prescribed by the
General Land Office rules in effect on the date the release is filed. If Lessee fails or refuses 10 execule and record such release o releases within nincty (90) days after
being requesied to do so by the General Land Office, then the Commissioner at his sole discretion may designale by writien instrument the acreage and/or depths Lo be
released hereunder and record such instrument st Lessec’s expense in the county or countics where the lease is located and in the official records of the General Land
Office and such designation shall be binding upon Lessee for all purposes.

17. OFFSET WELLS. Neither the bonus, delay rentals, nor royalties paid, or 1o be paid, under this lcase 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
nuocrnusmy;usufymdshaﬂmuppropnu:meansmddnll!oadcp&mwywprevenlunmdnmageofonlmdspsﬁwnﬂuclasulmuss,Innddmcn il
oil and/or gas should be prod in com ities within 1,000 fect of the leased premiscs, or in any case where the leased premises is 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 a weli or wells upon thc
leased premises within 100 days afier the draining well or wells or the well or wells completed within 1,000 fect of the Icased premises start producing in
quantitics and shall prosccute such drilling with diligence. Failure to satisfy the statutory offset ubhpuon may subject this lease and the owner of the soil's agency

rights to forfeiture. Only upon the & ination of the Ci of the General Land Office and with his writien approval may the payment of compensatory
royalty under applicable statutory p satisfy the obligation to drill an offset well or wells required under this paragraph.

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

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

any valid order, rule or regulation of government authority, then while so prevented, Lessee's obligation to comply with such shall be suspended and Lessee

shall not be liable for damages for failure to comply with such covenants; additionally, muw:hﬂ!bcumﬂdwhka:upmmmbywmmﬁum

conducting drilling and reworking operations or from producing oil or gas from the leased premises, However, nothing in this parag) d the pay of

dd-ymuﬂsmmdﬂ'lomumﬂm!m:maﬂmdunngu\:pnnwyw‘mmlhclhsmc:ofsudldnlhngnrmrtmgopamorpmdnamofmlwgn
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19. WARRANTY CLAUSE. The owner of the soil warrants and agrees 1o defend tide to the leased premises. If the owner of the soil defaults in payments
owed on the lcased premises, then Lessee may redeem the rights of the owner of the soil in the leased premises by paying any mongage, laxes or other liens on the

lcased premises. IT Lessee makes payments on behalfl of the owner of the soil under this paragraph. Lessee may recover the cost of these payments from the rental and
royalties due the owner of the soil.

20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the soil owns less than the eatire undivided surface estate in the above described
land, whether or not Lessec's inlerest is specified herein, then the royalties and rental herein provided to be paid 1o the owner of the soil shall be paid to him in the
proportion which his interest bears (o the entire w.vmmﬁumwmmmww”mmm 1o be paid to the Commissioner of the General
Land Office of the State of Texas shall be likewise prop d. H . before Lessee adjusts the royalty or rental duc to the Commissioner of the
Genen!L-ldOI'fuz.lnsuorhuMwuiummnthmmwnfﬂquﬂundOfﬁcelwrmmmlwhmhnpluruﬂu

the i Mmmummum-mmuywmofmcsmlTheCovmnssmuol'meGamnled

Oﬁ'nz shnll be paid the value oflhc wbolc pmduam allocable to any undivided interest not covered by a lease, less the proportionate development and production cost

allocable 1o such undivided interest. However, in no event shall the Commissioner of the General Land Office reccive as a royalty on the gross production allocable to
the undivided interest not leased an amount less than the value of one-sixteenth (1/16) of such gross production.

(B) REDUCTION OF PAYMENTS. If, during the primary term, a portion of the land covered by this lease is included within the boundaries of a

pooled unit that has been approved by the School Land Board and the owner of the soil in accordance with Natural Resources Code Sections 52.151-52,154, of if, at any

time after the expiration of the primary term or the extended term, this lease covers & lesser number of acres than the total amount described herein, pnymznlsnmm

made on a per acre basis h der shall be reduced ding to the number of acres pooled, released, surrendered, or otherwise severed, so that p
onawmmmmmdmumdmummﬁﬂlkmbm“h ber of acres ide the boundan al’lpunleduml..nr.
if after the expiration of the primary term, the ber of acres Ik ined and coveted by this lease

21. USE OF WATER. I.mn::hallh:veu:nwtowmpmduwdmsud!mdwyforopullmmdalhuhuumumﬁvmmllsm
tanks of the owner of the soil; provided, however, Lessee shall not use potable water or waler suitable for li 13 purp for waterflood operations
without the prior consent of the owner of the soil

22 AUTHORIZED DAMAGES. Lessee shall pay the owner of the soil for damages caused by its operations (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 10 any house or barm now on said premises withoul the written
consent of the owner of the soil

25. POLLUTION. In developing this area, Lessee shall use the highest degree of care and all proper safeguards to prevent pollution. Without limiting the
foregoing, pollution of coastal wetlands, natural waterways, rivers and impounded water shall be prevented by the use of containment facilities sufficient to, prevent
spillage, scepage or ground walcr contamination. In the event of pollution, Lessce shall use all means at its disposal 1o recap all ped hydrocarbons or other
pollutant and shall be responsible for all damage 1o public and private propertics. Lessee shall build and maintain fences around its slush, sump, and drainage pits and
tank batieries s0 as 1o prolect livestock against loss, damage or injury, and upon completion or abandonment of any well or wells, Lessee shall ﬁllandlcvcll]l slush
pits and cellars and completely cSnnupthedn!lm; site of all rubbish thereon. Lessee shall, while conducting operations on the lcased premiscs, keep said p free
of all rubbish, cans, bottles, paper cups or g2 and upon pletion of operati sh:llmmthcsurfluofmcllndwunmnuoﬁgimlcmdiﬁmmdmmmm
as is practicable. Tanks and equip willbckepl,' d and p le.

26. REMOVAL OF EQUIPMENT. Subject to limitations in this paragraph, Lessee shall have the right 10 inery and fi placed by Lessee
on the lcased premises, including the right to draw and remove casing, within one hundred twenty (120) days after the expiration or the termination of this leasc unless
the owner of the soil grants Lessee an extension of this |20-day period. However, Lessee may nol remove casing from any well capable of producing oil and gas in
paying quantities. Additionally, Lessee may not draw and remove casing until after thirty (30) days written notice 1o the Commissioner of the General Land Office and
10 the owner of the soil. The owner of the soil shall become the owner of any machinery, fixtures, or casing which are not timely removed by Lessee under the lerms of
this paragraph,

27. (A) ASSIGNMENTS. Undud\cwndummnedmmuwwmdl’wwofmslme.hnﬂsmmof:lﬂnmwmu
Ies:mybcmapwdmwholcocmm-\dmcpmvumoﬂhulemshdlcmdmmdbcbmdm;upmdwm i

, legal and
assigns. However, a chmg: or division in ownership of the land, rentals, or myllnes will not enlarge the obllgmon: of Lﬁsee diminish the nms. privileges and

estates of Lessee, impair the cffectiveness of any payment made by Lessee or impair the effecti of any act p d by Lessee. And no change or division in
OW'nCl'Shlp of the land, rentals, or royalties shall bind Lessee for any purpose until thirty (30) dnys l.ﬂer the owner ol'lhc soil (or his heirs, devisees, legal representatives
or assigns) fumishes the Lessee with smsfulory written evidence of the change in hip g the ded i of titke (of a centified copy of
such onginal) when the hi d b ofa

A towl or partial assignment of this lease shlll 10 the extent of the interest assigned, relieve and
dusdug:l.euwofdlmmbllulmmdcmuhm Irl.hssleueum:gnedmn.:mumn!omlymofhmwnmwoﬂmwmmw&

shall be apportioned as betwoen the several owners rtably, according to the arca of each, and failure by one or more of them to pay his share of the rental shall not
affect this lease on the part of the land upon which pro rata rentals are timely paid or tendered; however, if the assignor or assignee does not file a certified copy of such
assignment in the General Land Office before the next rental paying date, the entire lease shall terminate for failure to pay the entire rental due under Paragraph 3.
Every assignee shall succeed (o all rights and be subject to all obligations, liabilitics, and penaltics owed 1o the State by the original lessee or any prior assignee of the
lease, including any liabilitics to the State for unpaid royalties.

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

by assignment withoul the pnor writlen ap | of the C t of the General Land Office, this leasc is void as of the time of assignment and the agency power
of the owner may be forfeited by the Commissioner, An assigr will be treated as if it were made 1o the owner of the soil if the assignec is:
(1) a nominee of the owner of the soil,
(2) a corporation or subsidiary in which the owner of the soil is a principal stockholder or is an employee of such a corporation or subsidiary,
(3) a partnership in which the owner of the soil is a partner or is an employee of such a pantnership;
(4) a principal stockholder 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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(6) a fduciary for the owner of the soil, including but not limited 1o a guardian, trusiee, . ad /[' ecesver, of conservator-for the

owner of the soil; or

(7) a family member of the owner of the soil o related 1o the owner of the soil by marriage, blood, or adoption

28. RELEASES. Under the conditions comained in this paragraph and Paragraph 29, Lessec may at any time execute and deliver 1o the owner of the soil
and place of record a release or releases covering any portion of portions of the leased premises, and thereby surrender this lease as Lo such portion or portions, and be
relieved of all subseq bligations as L0 acreage dered. If any part of this lcasc is properly surrendered, the delay rental due under this lcase shall be reduced by
the proportion that the dered age bears 1o the age 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 pan of this lcase is assigned or released, such or release must be recorded
mwmym:thelmdusmuwd.mdﬂnmddmmwnwpynfmmdudsmmmmﬁedbyﬂ\chuthknfmmymwhwhu
instrument is recorded, must be filed in the General Land Office within 90 days of the last ion date panicd by the prescribed filing fee. If any such
assignment is not so filed, the rights acquired under this lease shall be subject to forfeiture at the option of the Commissioner of the General Land Office.

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

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

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 authonized
agent should knowingly make any false retum or false repont concerning production or drilling. or if Lessee shall fail or refuse to drill any offset well or wells in good
faith as required by law and the rules and lal dopied by the C of the General Land Office, or if Lessee should fwl 10 file reports in the manner
required by law or fail to comply with rules and regulations promulgated by the General Land Office, the School Land Board, or the Raulroad Commussion, or if Lessee
should refuse the proper authority access to the records pertaining (o operations, or il Lessee or an authorized agent should knowingly fail or refuse to give correct
information 1o the proper authority, or knowingly fail or refuse to fumish the General Land Office a correct log of any well, or i 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, and when
forfeited the arca shall again be subject 10 lease under the terms of the Relinquishment Act. However, nothing herein shall be construed as waiving the automatic
ummlmnfﬂnslmbyopaimo{hwubymnfmywulmmmm;hm Forfeitures may be sct aside and this lcase and all rights thereunder
reinstated before the rights of another intervenc upon fi Y 10 the C 1SS of the General Land Office of future pli with the provisions of
the law and of this lease and the rules and regulations that may be adopted relative hereto.

33, LIEN. In accordance with Texas Natural Resources Code 52,136, the State shall have a first lien upon all oil and gas produced from the arca covered
by this lease o sccure payment of all unpaid royalty and other sums of money that may become due under this lease. By acceptance of this leasc, Lessee grants the
State, in addition o the lien provided by Texas Natural Resources Code 52.136 and any other applicable statutory lien, an express contractual lien on and security
kwmhdlhdmﬁmﬂsinmmmmmdpmml.llpromn‘awhichmymwlmaﬁunﬂnukofmchbmdminm.wi'ﬂhﬂm
proceeds arc held by Lessee o by a third party, and all fi on and impro! 10 the lcased premises used in ion with the pr 100 oF p ing of
sudllmedmna:hmudnmmlhcmwfdlmyﬂlmummuuuwmdmummumwwmmmuormyw«
loss that Lessor may suffer by reason of Lessees breach of any covenant of condition of this lease, whether express or implied. This lien and security inlerest may be
foreclosed with or without court proceedings in the manner provided in the Title |, Chapter 9 of the Texas Business and Commerce Code. Lessee agrees that the
Commissioner may require Lessee 1o exccute and record such instruments as may be bly y to acknowledge, attach or perfect this lien. Lessee hereby
represents that there are no prior of supenor liens ansing from and relating Lo Lessec's activilics upon the above-described property or from Lessee's acquisition of this
lease. Should the C: 1SS &t any time d inc that this rep ion is nol true, then the Commissioner may declare this lease forfeited as provided hercin.

. POOLING. lme:uhud:yp-nnwdm:nﬂimpuuinrmuuunmydtymmlofm:omﬂm:mlmmummthmyowaw
or mincral i for the exploration, & and prod '—ofmlamueulwtol'mﬂnwmmeum:mlutnl!bewmuﬂryﬂ:&dwdund&-d
Iﬂlh:Cmnmnl'uGuu:lLndOﬁo:hH:puolm;m’mmzmlofﬂhmmcslofﬂuSﬂzm&:mulun to Texas N J R Code

52.151-52.153. The owner of the soil agrees that the inclusion of this provision in this lease satisfics the execution requirements stated in Texas Natural Resources Code
52.152.

35. INDEMNITY. Lessee hereby releases and discharges the State of Texas aEd the owner of the soil, their officers, employces, partners, agenls,
contractors, subcontractors, guests, invitees, and their respective successors and assigns, of and from all and any actions and causes of action of every nature, or other
harm, including cavironmental harm, for which recovery of damages is sought, including, but not limited 10, all losses and expenses which are caused by the activilics
of Lessee, its officers, employees, and agents anising out of, incidental 1o, or lting from, the operations of or for Lessee on the leased premises hereunder, or thal
may arisc out of or be occasioned by Lessee's breach of any of the terms or provisions of this Agreement, or by any other negligent or strictly liable act or emission of
Lessec. Further, Lessee hereby agrees 1o be liable for, exoncrate, indemnify, defend and hold harmless the State of Texas and the owner of the soil, their officers,
employees and agents, their successors or assigns, against any and all claims, liabilitics, losscs, damages, actions, p | injury (including death), costs and expenses,
or other harm for which recovery of damages is sought under any theory including tort, contract, or strict liability, including stiomeys' fecs and other legal expenses,
including those related o environmental hazards, on the leased premises or in any way related 1o Lessee's failure to comply with any and all environmental laws; those
arising from or in any way reluted (o Lessee’s operations or any other of Lessee's activitics on the leased premises; those arising from Lessec’s use of the surface of the
I:nedmuu.mdmmmaymouloforbcocmnomdbyLmshudnofmyofﬂumummolﬁm@mmumyoﬂumumo{
Lessec, its directors, officers, employees, p agents, b guests, invitees, and their respecti and assigns. Each assignee of this
Agreement, or an interest therein, agrees to be liable for, mm.s,awmwmmmanmmmmormcml their officers,
employees, and agents in the same manner provided above in connection with the activilies of Lessee, its officers, employees, and agents as described above. EXCEPT
AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF THE INDEMNITY OBLIGATIONS AND\OR LIABILITIES ASSUMED UNDER THE
TERMS OF THIS AGREEMENT SHALL HE WITHOUT LIMITS AND WITHOUT REGARD TO THE CAUSE OR CAUSES THEREOF (EXCLUDING
PRE-EXISTING CONDITIONS), STRICT LIABILITY, OR THE NEGLIGENCE OF ANY PARTY OR PARTIES (INCLUDING THE NEGLIGENCE OF
THE INDEMNIFIED PARTY), WHETHER SUCH NEGLIGENCE BE SOLE, JOINT, CONCURRENT, ACTIVE, OR PASSIVE.
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36. ENVIRONMENTAL HAZARDS., Lessee shall use the highest degree of care and ble safe ds Lo prevent cc ion or p

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, lhe lcned pmmsu. by any waste, pollutant, or contaminant. Lessee shall not bring or permit to remain on the leased

TR

premises any & explosives, toxic materials, or sub gulated as hazardous wastes, hazardous materials, hazardous
substances (as the term “Hazardous Sub "is“' d in the Comprehensive Favi I R Compx ion and Lisbility Act (CERCLA). 42
U.S.C. Sections 9601, et seq.). ormncsubﬂanaswﬁamyfedml state, or local llwnrregullnon("' dous Materials™), except ordinary products
commonly used in connection with oil and gas loration and develop operations and stored in the usual manner and quantitics. LESSEE'S

VIOLATION OF THE FOREGOING I'ROHIBITION SHALL CONSTITUTE A MATERIAL BREACI 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 (1l) THE
PRESENCE, RELEASE, OR DISPOSAL OF ANY HAZARDOUS MATERIALS ON, UNDER, OR ABOUT THE LEASED PREMISES DURING
LESSEE'S OCCUPANCY OR CONTROL OF THE LEASED PREMISES. LESSEE SHALL CLEAN UP, REMOVE, REMEDY AND REPAIR
ANY SOIL OR GROUND WATER CONTAMINATION AND DAMAGE CAUSED BY THE PRESENCE OR RELEASE OF ANY HAZARDOUS
MATERIALS IN, ON, UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OF THE LEASED PREMISES IN
CONFORMANCE WITH THE REQUIREMENTS OF APPLICABLE LAW. THIS INDEMNIFICATION AND ASSUMPTION SHALL APPLY,
BUT IS NOT LIMITED TO, LIABILITY FOR RESPONSE ACTIONS UNDERTAKEN PURSUANT TO CERCLA OR ANY OTHER
ENVIRONMENTAL LAW OR REGULATION. LESSEE SHALL IMMEDIATELY GIVE THE STATE OF TEXAS AND THE OWNER OF THE
SOIL WRITTEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS PARAGRAPH, UPON LEARNING OF THE PRESENCE
OF ANY HAZARDOUS MATERIALS, OR UPON RECEIVING A NOTICE FROM ANY GOVERNMENTAL AGENCY PERTAINING TO
HAZARDOUS MATERIALS WHICH MAY AFFECT THE LEASED PREMISES. THE OBLIGATIONS OF LESSEE HEREUNDER SHALL
SURVIVE THE EXPIRATION OR EARLIER TERMINATION, FOR ANY REASON, OF THIS AGREEMENT.

37. APPLICABLE LAW. This lease is issued under the provisions of Texas Natural Resources Code 52.171 through 52.190, commonly known as
the Relinquishment Act, and other applicabl and d thereto, and if any provision in this lease docs not conform (o these statutes, the
statutes will prevail over any nonconforming lease provisions.

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

39. LEASE FILING. 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 thereol must be filed in the General Land Office.
This lease is not effective until a centified copy of this lease (which is made and certified by the County Clerk from his records) is filed in the General Land OF
fice in accordance with Texas Natural Resources Code 52. 183, Additionally, this lease shall not be binding upon the State unless it recites the actual and true

consideration paid or promised for execution of this lease. The bonus due the State and the prescribed filing fee shall accompany such centified copy to the
General Land OfTice.

40. Rentals in the amount of $320.00 for years two and three of this lease have been prepaid. One half (') of this amount has been paid 10 the
Lessor and one half (%) has been paid to the State of Texas. Rental for the fourth year in the amount of $32,160.00 has not been paid and if the fourth year
rental is not paid then this lease will expire. Onchnlf('/x)uhhel‘mn'lhywmulwn!lbepudlotheLcssormdwfulf(/-)mllbepmdmu\eSulco[
Texas. Rental for the fifth year is included in the fourth year rental and if the fourth is paid then no additional rentals are due under this lease.

BY: William A, Chalfant

TITLE: President

DATE: I{Qﬁ tns

STATE OF TEXAS STATE OF TEXAS
Ot Opipg
). i
rs. Patrick Browning d BY:
TITLE: Individually and as agent for the State of Texas TITLE: Individually and as agent for the State of Texas

Date: 7 - l-’Q 1 05_- Date:
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STATEOF T£XAS ( INDIVIDUAL |
ACKNOWLEDGMENT) 1
COUNTY OF _7 PAVIS ;
Before me, the undersigned authority, on this day personally appearcd Mrs. Patrick Browning, fia Sally Rebecca
Read, dealing in her sole and sepurate property, Wwwwwhmmwhmmmwbmbedwﬂwfmsoms
instrument, and acknowledged 1o me that they executed the same for the purposes and ideration therein exp |
Given under my hand and seal of office this the ékzﬁ, day of .72141./ » 2005. :
1
Notary Public in and for the jﬁ:)‘c af F}rrd
My Commission expires: __ &=~ 2003
|
|
[
True and Correct
copy of .
Original filed in
‘aeves County
ks Office
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EVEN THOUGH THIS IS STAMPED
‘COPY” IT IS AN ORIGINAL DOCUMENT

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 283'[" day of
JTJLJI ,2005.
! . - =
. u‘{”&"ﬁ&g}. ﬂnnsgs Nomﬁw Public in and for the State of Texas
February 7, 2009 |

r_—_—— e - _— M AN ROV H["ﬂ.'—r.. I LR S L 1718 ,y.u_,- m_‘_ g ol

PR USE BF 151 o 50 CoL TR SECAUSE OF COLOR
08 RACE I 1aVALIL AnG NE s FCL2aE LINDER FFDERAL
LAw

FILED FOR RECORD OW.THE JTH DAY OF __ SEPTEMBER A.D. 2005 10:11 A,

DULY RDED y RTH DAY OF SEPTEMBER A.D. 2005 ]11:00 AM.
n:ﬁm : L);EW , DEPUTY DIANNE 0. FLOREZ, COUNTY CLERK

REEVES COUNTY, TEXAS

© e ey

True and Correct
copy of

e RINIT L (_]{igina| filed in

S5 e oi e = . igeves County
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County (.

Ceause (3
DateFiled: L LY 25

J

George P. Bush, Commissioner

1

By

CERTIFIED TRUE AND CORRECT COPY CERTIFICATE

STATE OF TEXAS

COUNTY OF REEVES

The above and foregoing is a full, true and correct photographic copy of the
original record now in my lawlul CuS.L.G, and possession, as If‘htT\E s
f\.‘ec‘.fec%i&d in the puD.|Cé§0rd= of m ome fomﬁ in VOL7

PAGE THAU OFF IAL EBBLIC

;..g%'g"';-% I hereby cerfified on _ OB SEPT 9 2005
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'FILE# 3960

Mo TA
General Land Office ‘ " / ‘
::lvl;d!umlkul;;?ml‘wm 4 CQ Q"Q )62. e - Sw{’t :
OIL AND GAS LEAS

THIS AGREEMENT is made and entered into this 8th day of July, 2005, between the State of Texas, acting by and through its agent, N.S.
Marrow, s widower dealing in bis solc and scparate property of 2630 Exposition, Suite 118, Austin, TX 78703-1763 said agent herein referred 1o as
the owner of the soil (whether one or more), and CHALFANT PROPERTIES, INC., of PO BOX 3123, Midland, Texas 79702 hereinafier called Lessee.

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

All of Section 3, Block 45, Public School Land Survey

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

To the State of Texas: Twelve Thousand Eighty & 00/100
Dollars (§ 12,080.00)

To the owner of the soil: Twelve Thousand Eighty & 00/100
Dollars ($ 12.080.00)

Total bonus consideration: Twenty-Four Thousand One Hundred Sixty & 00/100
Dollars (§ 24,160.00)

The total bonus consideration paid represents a bonus of Three Hundred Two Dollars ($302.00) per acre, on 80.0 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 thereafier as oil and gas, or cither of them, is produced in paying quantities® from said land.
As used in this lease, the term "produced in paying quantities™ means that the receipts from the sale or other authorized ial use of the sub (s)
covered exceed out of pocket operational exp for the six hs last past.

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

In a like manner and upon like payments or tenders annually, the commencement of a well may be further deferred for successive periods of one (1) year
cach during the primary term. All payments or tenders of rental to the owner of the soil may be made by check or sight draft of Lessee, or any assignee of
this lease, and may be delivered on or before the rental paying date. If the bank designated in this paragraph (or its successor bank) should cease o exist,
suspend business, liquidate, fail or be succeeded by another bank, or for any reason fail or refuse to accept rental, Lessee shall not be held in default for
failure to make such payments or tenders of rental until thirty (30) days after the owner of the soil shall deliver 1o Lessee a proper recordable instrument
naming another bank as agent 1o receive such payments or tenders.
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4.  PRODUCTION ROYALTIES. Upon production of oil and/or gas, Lessee agrees 1o pay or cause to be paid one-half (1/2) of the royalty
pmvidet:l I"(: in_:hia lease to the Commissioner of the General 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 plyuhle on oil, which is defined as including all hydrocarbons produced in a liquid form at the moulh of the well and also as all
condensate, distillate, and other liqu hydmurbom recovered from oil or gas run through a or other fler provided, shall be
1/5th pll'l of the gross production or the market value thereof, at the option nl‘l.he owner of the sm! or the Commissioner of the
General Land Office, such value to be detnmmed by 1) the h:ﬂm posted price, plus premium, if any, offered or paid for oil, condensate, distillate, or other
liquid hydrocarbons, respectively, of a like type and gravity in the general area where produced and when run, or 2) the highest market pﬂcethmfoﬂm:d or
paid in the general area 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, madorproomedinapllm. it will be run free of cost to the royalty owners through an nda‘iunlc oil and pas
separator of conventional lm. or other equipment at least as efficient, so that all liquid hydrocarbons recoverable from the gas by such means will be
w The r::yquuem-cm t such gas be run through a separator or other equipment may be waived in writing by the royalty owners upon such terms and

itions as t prescribe.

(B) NONPROCESSEDGAS. Royalty on any gas (including flared gas), which is defined as all hydrocarbons and substances not defined
umlmruh;-'agrlph pmdlmdfmnanywellmnﬁdln&d(uceptnmﬂdedhudnwimrmpedmgupmudsﬁjmlforlhecxlractimof

liquid cl'olher ducts) shall be 1/5th_ part of the gross production or the market value thereof, at the
mmofﬂmofhmlwhEMMImofﬂuwLlrldOfFee,ﬂu‘.hvlluclobcbncdonIlthlglﬂlnwiclprimplidoroﬂerdI'orgasof
comparable quality in the general area where produced and when run, or the gross price paid or offered to the producer, whichever is the greater; provided that
memnximumptmbminmmﬁngﬂtgumﬂumhlm:shdlnmumyﬁmeexurd14.65 per square inch absolute, and the standard base
t shall be sixty (60) degrees Fahrenheit, 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.

(C) PROCESSED GAS. Royallyonmygaspmmed in a gasoline plant or other plant for the recovery of ine or other liquid hydrocarbons
shall be 1/5th part of the residue gas and the hiquid extracted or the value thereof, at the option of the
omofﬂumlorﬂn(:onmuwohtxﬁmuﬂ Land Office. All royalties due hercin shall be based on one hundred percent (100%) of the total plant

of duced from this lease, and on fifty percent (50%), or that percent accruing to Lessee, whichever is the greater,
ofﬂlekﬂllpl.ﬂprudud:mol’l hydmu'bmumhnblelnﬂerFapmducdﬁunmzslm M|fl|quldhy¢wmwmuedfmn
pcmednaplammumwh (or its parent, subsidiary or affiliate) owns an interest, then ug:n?plncnhletoliquidhydmuubuushllibe
(50%) or the highest accruing to a third party processing gas through such plant a processing agreement negotiated at anm's leny
mmmﬂud u':! I dhmmmdm mshy the!n“ nm-kmm“pmd )!ﬁv:'cdl‘ i lqmd
mmnduegn nnl 1) g,hal et price or of nr-:yguctl
m'ban)ofumputbleqnl amu'l.lmwl)lh:pmpmewdwoﬁaedfa gas (or the hied average s

for the respective grades of liquid hydmurbons ), whichever is the greater. In no event, however, shall the royalties plylblcl.mdwll’uspwlylphbclmlhm
the royalties which would have been due had the gas not been processed.

(D) OTHER PRODUCTS. Royalty on carbon black, sulphur or any other pr duced or !h?u-: pling liquid
hydrocarbons) whether said gas be mlnglm!." “dry" or any olher'gn, by I‘nammn tnnmgwmym}umemsmg iEﬂ;
part of the gross prod: of such p or the market value thereol uthmofu:mnfﬂ:w:laﬂncummufﬂ:(hmﬂhﬂ

OmenaMvallwmbcdamlnedul‘olwws I)onhbuuof&uem&mmapmeofmhmodudRxl.hemmmhmwhlchsuchpmdwu
produced, or 2) on the basis of the average gross sale price of each product for the same month in which such products are p hever is the greater.

5. MINIMUM ROYALTY. During any year afier the expiration of the primary term of this lease, if this lease is maintained by ion, the
royalties paid under this lease in no event shall be less than an amount equal (o the total annual delay rental herein ; otherwise, there shall be due and
payable 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 royallies
paid during the preceding year, If Paragraph 3 of this lease does not specify a delay rental amount then for the purposes of this paragraph, the delay rental
amount shall be one dollar ($1.00) per acre.

6.  ROYALTY IN KIND. Notwithstanding any other provision in this lease, al any lime or from time 10 time, the owner of the soil or the
Commissioner of the General Land Office may, at the option of either, not less than sixty (60) days notice to the holder of the lease, require that the
pa of any royalties accruing to such royalty owner under this lease be made in kind. The owner of the soil's or the Commissioner of the Land
Office's right to take its royalty in kind shall not diminish or negate the owner of the soil's or the Commissioner of the General Land Office’s rights or Lessee's
obligations, whether express or implied, under this lease.

7. NODEDUCTIONS Iﬂm.ymﬂmnllm!aluumngwﬂuﬂusIun(mdmdnngﬂmpmdmhnd)ﬂullhcwuhmlﬁﬂmmfuihe
cost of transporting, and otherwise making the oil, gas and other
pmducuhaun&mdy forsaleuruse Lawmmlnmmmﬂmymydhawdxmvﬂmmwmd,mcitdmgmymmhmusI‘uracvm
taxes and production related costs,

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

used (o process ?B plant, any other provision of this lease, and subject to the written consent of the
mofﬂgmﬁhmmmmof&néwaﬂhndomxlmmymyckys Wmﬂulﬂdmwfwwmm
any oil or gas formation underlying the leased premises afier the liquid hydrocarbons in the gas have been removed; no {.llhr.sshlllhe
payable on the gas until it is and sold or used by Lessee in a manner which entitles the royalty owners to a royalty under this lease.

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

Plymmlofmylltyonpmdu:uwofmlmdgushl]lbcupmndﬂimlhenduldfmh in the Texas Register. Rules currently provide that
royalty on oil is due and must be received in the General Land Office on or before the 5th day of the second month succeeding the month of production, and
roylllyonps-dumdnumbemuvedmuz(humlundomaonorbefmuwlSIhdl of the second month succeeding the month of production,
accompanied by the affidavit of the owner, manager or other authorized agent, completed in the form and manner prescribed by the General Land Office and
showing the gross amount and disposition of all oil and gas produced and the market value of the oil and gas, together with a copy of all documents, records
or reports confirming the gross production, disposition
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and market value including gas meter readings, pi ipts, gas line receipts and other checks or memoranda of amount produced and put into pipelines, tanks, or
pools and gas lines or gas slorage, lndmyodmmpomotmonh\mmmc(‘smumoﬁmmquummvmfymempmduﬂm dmposmmuulmukn
value. In all cases the authority of a manager or agent 1o act for the Lessee herein must be filed in the General Land Office. Each royalty p shall be pani
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 cach
lease. If Lessee pays his royalty on or before thirty (30) days afier the royalty payment was due, then Lessec 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 accruc a penalty of 10% of the royalty duc or $25.00 whichever is greater. In addition 1o a penalty,
royaltics shall accrue interest at a rae of 12% per year; such inlerest will begin accruing when the royalty is sixty (60) days overdue. Affidavits and supporting
cbunmuMnmﬁhﬁwﬁm“ﬂmnpmnwmummwummmmmnmbmueﬂ'ncuvcmu\cdmmm:
ffidavits or i were due. The Lessee shall bear all responsibility for paying or causing royalties to be paid as prescribed by the due date provided
hm:mPaymnntd:dquum:ypuuky:hﬂmmw-yopuiclnpmhlmﬂm&n:’:nﬂidhﬁmnmﬂuﬂhhmmmmhdﬂwm
royalties were originally due. The above penalty provisions shall not apply in cases of tide dispute as to the State's portion of the royalty or to that portion of the royalty
in dispute as to fair market value,

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shall Ily furnish the Commissioner of the General Land Office with its best
possible estimate of oil and gas reserves underlying this lease or allocable 1o this lease and shall furnish said Commissioner with copies of all contracts under which gas
is sold or p d and all subsequent agro and d 1o such within thirty (30) days afier entering inlo of making such conlracts, agreements or
amendments, Such and agr when i byﬂqutdLndOﬁ'lecshﬂlhchddmumﬁduuhthmﬂLmdomummwm
mmdbylmmwﬂum-ﬂm&mw!h: duction, transportation, sale and marketing of the oil and gas produced on said premises,
including the books and ipts and discharges of all wells, tanks, pools, meters, and pipelines shall st all times be subject 1 inspection and examination by
the Commissioner of the General umomm the Attorney General, the Governor, or the representative of any of them.

(B) PERMITS, DRILLING RECORDS. Wmmoflﬂmm&uhﬂemhmmdhhc«moﬂkﬁcﬂﬂm

Office by Lessee or operator five (5) days before spud date, work , re-entry, lemporary or plug and abandonment of any well or wells. Such writicn
notice to the General Land Office shall include copies of Railroad C ission forms for ap jon 1o drill. Copmofwdlmm:p&amnlwuudpluwng
mushnﬂhmpplndmd:ﬁmﬂlmmuummm“ﬁhdmmm&xuwf ission. All ap its, reports or other filings that

refmlhnlemotlnyspeclfcwdlmrhcIeuedpmmnﬁlnd\hﬂmsummmndmﬂmTemRuhMCummmmyuhﬂwvmnulwshdl
include the word “State” in the title, Additionally, in accordance with Railroad Commission rules, any signage on the leased premises for the purpose of identifying
wells, tank batteries or other associated improvements to the land must also include the word "State.” Lessee shall supply the General Land Office with any records,

memoranda, accounts, reports, cutlings and cores, or other information relative 10 the operation of the above-described premises, which may be requested by the
General Land Office, in addition to those herein expressly provided for. mmhumwmmvnmmﬂmﬂzmmﬁm
the basc of the surface casing W the total depth of well, of all wells drilled on the sbove described premises and shall il & true copy of the log of cach survey on

cach well 1o the General Land Office within fifteen (15) days after the making of said survey.

(C) PENALTIES. Lessee shall incur a penalty wh reports, d o other 1als arc not filed in the General Land Office when due. The
penalty for late filing shall be sct by the General Land Office administrative rule which is effective on the date when the materials were due in the General Land Office.

11. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If , during the primary term hereof and 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 hereof and afler the discovery and actual production
ufmlnrpsfnmMhﬂmmmmmfwmﬁWumymmmmmmm|fonotbcl'nrelheexplmmnnfmty(60)dnys
from date of completion of said dry hole or cessation of production Lessce additional drilling or rki 0, O pays of lenders the next

annual delay rental in the same manner as provided in this lease. If, during the last year of the primary term or within sixty (60) days prior thereto, a dry hole be

pleted and abandoned, or the production of oil or gas should cease for any cause, Lessee's rights shall remain in full force and effect without further operations until
the expiration of the primary term; and if Lessee has not resumed production in paying quantities at the cxpiration of the primary term, Lessce may maintain this lease
by conducting additional drilling or reworking operations pursuant to Paragraph 13, 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 s a shut-in oil or gas well within the primary term hereof,
Lessce may resume payment of the annual rental in the same manner as provided herein on or before the rental paying date following the expiration of sixty (60) days
from the date of completion of such shut-in oil or gas well and upon the failure 1o make such payment, this lcase shall ipso facto terminate. If at the expiration of the
primary lcrm of any time thereafler a shut-in oil or gas wll is located on the lcased premises, payments may be made in accordance with the shui-in provisions hereof.

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

13. CESSATION, DRILLING, AND REWORKING. lﬂmmmdmcwmmmdmluw&muzhmdpmnmnh
once oblained, should cease from any causc, this lease shall not L if Lessee ditional drilling or prking operations within sixty (60) days afler
such cessation, and this Icase shall remain in full force and effect for so long as such operations continue in good faith and in workmanl ik ithout interruptions
totaling more than sixty (60) days. If such dnlling or reworking operations resull in the production of oil or gas, the lease shall remain in full force and effect for so long
as oil or gas is produced from the Icased premises in paying quantities or payment of shut-in oil or gas well royalties or payment of compensatory royaltics is made as
provided herein or as provided by law. If the dnilling or reworking operations resull in the completion of a well as a dry bole, the lease will not terminate if the Lessee
commences additional drilling or reworking operations within sixty (60) days afler the completion of the well as a dry hole, and this lease shall remain in effect so long
as Lessec continues drilling or reworking operations in good faith and in a workmanlike manner without interruptions totaling more than sixty (60) days. Lessee shall
give writlen notice 10 the General Land Office within thirty (30) days of any cessation of production.

14. SHUT-IN ROYALTIES. For purposes of this paragraph, "well® means any well that has been assigned a well number by the state agency having
Jjurisdiction over the duction of oil and gas. If, at any time afier the expiration of the primary term of a lease that until being shut in, was being maintained in
fmmdeﬂ‘eﬂ.l wcll. capable of producing oil or gas in paying quantitics is located on the lcased premises, but oil or gas is not being produced for lack of
suitable production facilitics or lack of a suilable market, then Lessee may pay as a shut-in oil or gas royalty an amount cqual o doublc the annual rental provided in
the lcase, but not less than $1,200 a year for cach well capable of producing oil or gas in paying quantitics. If Paragraph 3 of this lcase docs not specify a delay rental
amount, then for the purposes of this paragraph, the delay reatal amount shall be onc dollar ($1.00) per acre. To be cffective, cach initial shut-in oil or gas royalty

copy of
Original filed in
’-‘r‘-wes County
rks Office

True and Correct



e

gook 71ipae 78

must be paid on or before: (1) the expiration of the primary term, (2) 60 days afler the Lessee ceases 1o produce oil or gas from the leased premises, or (3) 60 days after
Lessee completes a drilling or reworking operation in accordance with the lease provisions; whichever date is latest. Such payment shall be made onc-half (1/2) to the
Commissioner of the General Land Office and one-haif (1/2) 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 moath in which production ceased, and, after that, if no suitable production facilitics or suitsble 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 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 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 to continue to maintain the lease by paying the shut-in oil or gas royalty shall cease, but the lease shall remain effective for the
rumh\dwol’ﬂ\eyuforwhidlIhcmydtyhumm.mumnuymmmumfwfwmmwnsiwymbyLusnep-yingnompauuymyﬂryu
the royalty rate provided in the lease of the market value of production from the well g the drainage or which is pleted in the same producing reservoir and
within one thousand (1,000) feet of the leased premises. The ymymyswhudnwwdy.mr(lﬂ)wﬂ:mnmdhww
Dﬂiﬂmﬂm—hﬂl‘(lﬂ)bﬂumofﬂuml bmuungmubcfueﬂmlmd:yofmemwbmhmﬂhmwhsd!memlwgmlspmdwed(wmﬂu:wdl
causing the drainage or that is completed in the same producing reservoir and located within onc thousand (1,000) feet of the leased premises. If the comp
wyﬂtypndmmylZ-nmpmodumnmmluuhunﬂn-mulshu-nndmgnsmyﬂtyLmshdlmmmwuequdmmcdalﬁuummmmmuy(m)
days from the end of the 12-month period. Comy y royalty pay whwhuenmnmdywdmllmpuuhynmmmmmﬂ:w9of
mmlmNmofﬂueptwummHmlmlmuufﬂ\eobilmof ble di nor the obligation to drill offsct wells as provided in Texas Natural
Rm%ﬂlﬁbml&cdmmmdh%mmmdmmhf 1SSk a\mm_" l, the of comp y royaltics can
satisfy the obligation to drill offset wells.

16. RETAINED ACREAGE. Notwithstanding any provision of this lease to the contrary, after a well producing or of producing oil or gas has
been completed on the leased premiscs, me:hﬂlmmdlimoflmﬂﬂymwmmllmgmddlmdwellwwdh-mlyh:
reasonably necessary for the proper development of the Icased premises and in marketing the production thereon.

(A)VER'I‘ICAL-Inmenuuthulﬂsenmfommdeﬁeunm(z)ymsmumeupnmmﬂthepnmyummdedwmnlhnllmurmm-:
as 1o all of the leased premises, EXCEPT (1) 40 acres surrounding each oil well capable of producing in paying quantitics and 320 acres surrounding cach gas well
upﬁknfpn&munmmgmm(mdudmgaﬂm—mml«mwﬂlnwmwmPwI4hemo()mawllmwhnhlmuudmmppdm
continuous drilling or reworking operations, or (2) the ber of acres i “"'ml ducing pooled unit p to Texas Natural Resources Code 52.151-52.153,
or (3) such greater or lesser number of acres as may then be all d for p P foap jon unit for each such producing well under the rules and
deWCmdemwmmmumwmmmulm&uﬂandﬂd
mcp-tdummmnnptwumIumf.theq)ﬂndﬂeﬁddmnmmummlawhwm“miﬁednmmwam
allocated 1o said well or wells for production purposes, this leasce shall th inate as to all acreage not thereafter all d to said well or wells for production
purpmNotmﬂu-ﬂmgmeummmormulmenm-pmmofﬂulmdsmedhnby,Lmumﬂlnemhelmmmummnnwormmmmd
cgress from the lands still subject 1o this lcase for all purp in Paragraph | hereof, together with and rights-of-way for existing roads, cxisting
pipelines and other existing facilitics on, over and across all the lands described in Paragraph | hereof ("the retained lands™), for access to and from the retained lands
and for the gathering or transportation of oil, gas and other minerals produced from the retained lands.

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

(C) IDENTIFICATION AND FILING. The surfa ined hereunder as to cach well shall, as nearly as practical, be in the form of a square with
lh:wellMnthﬂwM“MuthWhanfﬂuGﬂmﬂuﬂoﬁu Within thirty (30) days after partial
termination of this lease as provided herein, Lessee shall execute and record a release or rel factory legal description of the acreage and/or depths

not retained hercunder. T\l:lwwdedrdme.wum;ﬁedwpyufsﬂmshdluﬁhdmﬂncmuﬂLmefﬁcc.mmndbyd\:ﬁlmfuptumbdbyﬁn
General Land Office rules in cffect on the date the release is filed. Ifbmhhmmﬁwwmﬂmdmmleucwrdmumthmnmy(%)d.ysnﬂa
being requested 1o do so by the General Land Office, then the C issi at his sole discretion may d by written instrument the acreage and/or depths to be
released hercunder and record such instrument at Lessee's expense in the county or counties where the lease is located and in the official records of the General Land
Office and such designation shall be binding upon Lessee for all purposes.

17. OFFSET WELLS. Nathurhbmm.ddlymm.mmyduupnd.ambcnd.uﬂaﬂmlmedullrdmlmolhuobllmwm
the oil and gas under the above-described land from being d d. Lessee, or other agent in control of the leased premises shall drill as many wells
as the facts may justify and shall use appropriate means and drill (o a depth ylop undue drainage of oil and gas from the leased premises, In addition, if
o|l-ﬂupﬂnﬂdhpmdwdnmmmnﬂm-iﬁnwﬂhnImfﬂdmlmdmummmmmhedmnmmhy
pmd:nmofoﬂotps.dnlm.mmm:mu(ﬂummmﬂn[ﬂzwmmﬂlmmBlthquﬂlednllm;nl'lw:llorwdhupmtlz
leased premiscs within 100 days afler the draining well or wells or the well or wells completed within 1,000 fect of the leased p start p ing in

quantities and shall prosecute such drilling with diligence. Fulmtnmlsfylhcmnlyu!ﬁuohllynmmlysuhpulhulmumdlheommnfl}usoﬂ:my
nuuumhfunnonlymmcom:mmmufmac«umunnfﬂuﬁmaﬂwmuﬂmhhsmmwwdmn:wnfwy
royalty under ap bl Y p satisfy the obligation to drill an offsct well or wells required under this p

18. FORCE MAJEURE. If, after a good faith cffort, Lessee is prevented from complying with any express or implied of this lease, from
ng drilling operati mmmma&mpuﬁm;uﬂwguﬁmn:bdmbymdw:wdlmnm,m-nsof(hd,u
mynlndnrduMu@hmormmmqmwkmmbmu’wwwmumwmm shall be suspended and Lessee
Mlmbelnd:bhmﬁxﬁmummplymﬂlmm lddﬂunlly&uhn:ﬂullbemmdedwhlklmmuprmmd.bymnth&m
conducting drilling and reworking op or from producing oil or gas from the leased premi hing in this paragraph shall suspend the p of
ddlyrmlllsmnrhlnmmllmlhaluse|neﬂwtdmnghpmn-ylu'mm|h:l:smoenfsad‘ldnllmgnrmwn‘kmgmupnmdmo[ullurga:

&
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19. WARRANTY CLAUSE. The owner of the soil warrants and agrees (o defend tide o the leased premiscs. If the owner of the s0il defaults in payments |
owed on the leased premises, then Lessee may redeem the rights of the owner of the soil in the leased premises by paying any morigage, taxes or other liens on the
leased premises. If 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 surface estale in the above described
land, whether or not Lessec's interest is specified herein, then the royaltics and rental herein provided to be paid 1o the owner of the soil shall be paid 10 him in the
proportion which his interest bears (o0 the entire undivided surface estate and the royaltics and rental herein provided to be paid t the Commissioner of the General
Land Office of the State of Texas shall be likewisc proportionatcly reduced. However, before Lessee adjusts the royalty or rental due 1o the Commissioner of the
Gmﬂdwmmmmeumﬁmmumn{mmlmdomulwrmmwhdnuplumlhc

the & wwmmmuu“wwwm“maummwduwm
omammp-dmmuummmwmnymmummmw-m less the proportionate d jon cost !
allocable 10 such undivided interest. HamummthCommoNu(‘pmLmeﬂic:mmveunmynkymlh:smupmdmdew
the undivided interest not lcased an amount less than the value of onc-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 boundarics of a
pooled unit that has been approved by the School Land Board and the owner of the soil in accordance with Natural R Code Sections 52.151-52.154, of if, at any
umcaﬂﬂlhee:plrl'nnoflhcpﬁmtymmouh:mmddmm.mhhncmvmnmnmomememdnuﬁMhﬂehmmBMn
made on & per acre basis b der shall be reduced g to the ber of acres pooled, released, surmendered, or otherwise severed, so that payments determined
onapumblwundulh:lﬂmsotlhuiuummmmmkMMwMWMuﬂmwmdlwumt.w
if after the expiration of the primary term, the number of acres actually retained and coveted by this lease.

21 USEOFWATE.R.lmwihlvcﬂungmwmmpmdmn‘lmwdwmfummmnmmwm&mmﬂhu
tanks of the owner of the soil; provided, however, Lessee shall not use potable water or waler bie for li ck or img; purp for d
without the prior consent of the owner of the soil.

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

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

24. WELL LOCATION LIMIT. No well shall be drilied nearer than two hundred (200) feet 1o any house or barn now on said premises without the writlen
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 p llution. Without limiting the
I‘ompm..pnllwoaol’w-mwﬂhnds.nl.unlwmy:.nvmmdummdedm:hﬂlbcprwmudbyﬂnmofmmmnfmlmusumcmm prevent
spillage, seepage or ground water contamination. In the event of pollution, Lessee shall use all means at its disposal w p all escaped hydrocarbons or other

pollutant and shall be responsible for all damage 10 public and private propertics. Lessee shall build and maintain fences around its slush, sump, and drainage pits and
tank battcries 50 as to protect livestock against loss, damage or injury; and upon completion or abandonment of aoy well or wells, Lessee shall fill and level all slush
pits and ccllars and completcly clean up the drilling site of all rubbish thercon. Lessee 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 1o as near its original conditk

as is practicable. Tanks and cquipment will be kept painted and presentable.

26. REMOVAL OF EQUIPMENT. Subject o 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 afier the expiration of the lermination of this lease unless
the owner of the soil grants Lessee an extension of this 120-day period. However, Lessee may not remove casing from any well capable of producing oil and gas in
paying quantitics. Additionally, Lessce may not draw and remove casing until afler thirty (30) days written notice to the Commissioncr of the General Land Office and

1o the owner of the soil. The owner of the soil shall become the owner of any machinery, fixtures, or casing which are not timely removed by Lessee under the terms of
this paragraph,

27. (A) ASSIGNMENTS. ummm-mmmmmmwmormum the rightsand estales of cither party (o this
lease may be assigned, in whole or in part, and the provisions of this lease shall extend 10 and be binding upon their heirs, devi lcgal and
assigns. However, a change or division in ownership of the land, rentals, or royaltics will not enlarge the obligations of Lessee, di "‘lkclighu.pliviiew:smd
mol‘l.mce_mp-M:ﬂoﬂwdmmymm&bylmuumpmhnﬁm:vmufmynpuﬁmwmA.ndmdtms:ocdivisionin
ownership of the land, rentals, or royaltics shall bind Lessee for any purpose until thirty (30) days afler the owner of the soil (or his heirs, devisees, legal representatives
wmw)ﬁlnuhwhlmumnﬂnﬂuymudmdlhchwmmsmp.mu iginal ded of titke (of a certificd copy of
such original) when the hi d b of a conveyance. A total or partial assignment of this lease shall, to the extent of the interest assigned, relieve and
dmmummmnuuwmmmum If this lease is assigned in its entirety as o only part of the acreage, the right and oplion 10 pay rentals
shall be apportioned as between the several owners ratably, according to the arca of each, and failure by one or more of them 10 pay his share of the rental shall not
affect this lease on the pan of the land upoa which pro rata rentals arc timely paid or tendered; however, if the assignor or assignee docs not filke a centified copy of such
assignment in the General Land Office before the next rental paying date, the entire lease shall terminate for failure 10 pay the entire rental due under Paragraph 3.
Every assignee shall succeed 1o all rights and be subject 1o all obligations, liabilitics, and penaltics owed 1o the Staie by the original lessee or any prior assignee of the
lease, including any liabilitics 10 the State for unpaid royaltics.

(B) ASSIGNMENT LIMITATION. Notwithstanding any provision in Paragraph 27(a), if the owner of the soil acquires this Icase in whole or in pad
by without the prior written approval of the Commissioner of the General Land Office, this lease is void as of the ime of assignment and the agency power
of the owner may be forfeited by the Commissioner. An assignment will be treated as if it were made 1o the owner of the soil if the assignes is:

(1) a nominee of the owner of the soil;
u)lmpormmmm-ymwh:d:ﬂu:owrﬂot'un:mlunpnncnpd:mdholdmotumemphyuofmduwwumornbudwy
(3) a partnership in which the owner of the soil is a partner or is an employee of such a par
(4) a principal stockholder 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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(6) a fiduciary for the owner of the soil; including but not limited to a guardian, trustee, dmini , receiver, of conservator-for the

owner of the soil; or
(7) a family member of the owner of the soil or related to the owner of the soil by marriage, blood, or adoption.
28. RELEASES. Under the conditions contained in this paragraph and Paragraph 29, Lessee may al any time exccute and deliver to the owner of the soil

and place of record a release or releases covering any portion or portions of the leased premises, and thereby der this lease as to such portion or portions, and be
relieved of all subsequent obligations as to acreage dered. If any part of this lease is properly surrendered, the delay rental due under this lease shall be reduced by
the proportion that the dered age bears to the acreage which was covered by this lease immediately prior to such surrender; however, such release will not

relieve Lessee of any lisbilities which may have accrued under this lcase prior 1o the surrender of such acreage.

29. FILING OF ASSIGNMENTS AND RELEASES. If all or any part of this lease is assigned or released, such assignment or release must be recorded
in the county where the land is situaled, and the recorded instrument or & copy of the recorded instrument certified by the County Clerk of the county in which the
instrument is recorded, must be filed in the General Land Office within 90 days of the last ion date ied by the p ibed filing fee. If any such
Wsmmﬁh&ﬁenﬂmmuﬁmﬁrﬂmlﬂumuwmfa&umuuoptmofﬂumwnmmoﬂhcﬁumﬂwomw

30. DISCLOSURE CLAUSE, A!Ipmluonlpmmmglnﬂiclﬂunfﬂulbuve-dﬂmhdlndhnebummmdmlhummumdudm;lh:
statement of the true consideration to be paid for the execution of this lease and the rights and duties of the parties. Any coll | ags g the
development of oil and gas from the leased premises which are not contained in this lcase render this lease invalid.

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

premises. When the i of the owner of the soil conflict with those of the State, the owner of the soil is obligated 1o put the State's interests before his personal
interests.

32. FORFEITURE, If Lessee shall fail or refuse to make the payment of any sum within thirty days afler it becomes due, or if Lessee or an authorized
agent should knowingly make any false return or false repont conceming production or drilling, or if Lessec shall fail or refuse 1o drill any offset well or wells in good
faith as required by law and the rules and regulations adopted by the Ci 1580 of the General Land Office, or if Lessee should fail 1o file reports in the manner
required by law or fail to comply with rules and regulations promulgsted by the General Land Office, the School Land Board, or the Railroad Commission, o if Lessee
should refuse the proper authority access 1o the records pertaining 1o operations, or if Lessee or an authorized agent should knowingly fail or refuse to give correct
information to the proper authority, or knowingly fail or refuse to fumish the General Land Office a correct log of any well, or if Lessee shall knowingly violate any of
the material provisions of this lcase, or if this lcase is assigned and the assignment is not filed in the General Land Office as required by law, the rights acquired under
this Icasc shall be subject to forfeiture by the Commissioner, and he shall forfeit same when sufficiently informed of the facts which authorize a forfeiture, and when
forfeited the arca shall again be subject to lease under the terms of the Relinquish Act. H , nothing herein shall be construed as waiving the sutomatic
termination of this lcase by operation of law or by reason of any special limitation arising hereunder. Forfeitures may be set aside and this lease and all rights thercunder
reinstated before the rights of another intervene upon satisfactory cvidence 10 the Commissioner of the General Land Office of future compli with the provisions of
the law and of this lease and the rules and regulations that may be adopted relative hereto.

33, LIEN. In accordance with Texas Natural Resources Code 52.136, the State shall have a first lien upon all oil and gas produced from the area covered
by this lease to secure payment of all unpaid royalty and other sums of moncy that may become due under this lease. By acceptance of this lease, Lessee grants the
State, in addition 1o the lien provided by Texas Natural Resources Code 52.136 and any other applicable statutory lien, an express contractual lien on and security
mutmalllemdmmlsmmmmodI'mmtln:Mmm.dlmmlmmmwmmmmormwmmm
proceeds arc held by Lessee or by a third party, and all fi on and i 1o the leased premises used in ion with the prod of p g of
such lcased mincrals in order 1o secure the pay of all royalts ctoﬂm' duc or to b Mndulhuluedhm:mol‘myd-mu
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 proceedings in the manner provided in the Title |, Chapter 9 of the Texas Business and Commerce Code. Lessee agrees that the

Commissioner may require Lessee 1o execute and record such i as may be bly Y to ack ledge, attach or perfect this lien. Lessee hereby
represents that there are no prior or superior liens anising from and relating to Lessee’s activities upon the above-described property or from Lessee's scquisition of this
lcase. Should the Commissioner at any time & inc that this rep ion is not true, then the Commissioncr may declare this leasc forfeited as provided herein.

34. POOLING. Lessee is hereby granted the right to pool or unitize the royalty interest of the owner of the soil under this lease with any other leaschold
or mincral interest for the exploration, development and production of oil or gas or cither of them upon the same terms as shall be approved by the School Land Board
and the Commissioner of the General Land Office for the pooling or unitizing of the mlemtofrhcsmmdumumwmmleuuNmrﬂ Resources Code

52.151-52.153. The owner of the soil agrees that the inclusion of this provision in this lease satisfies the equ staied in Texas Natural Resources Code
52.152.

35. INDEMNITY. Lessee hereby releases and discharges the State of Texas aEd the owner of the soil, their officers, employees, partners, agents,
contractors, subcontractors, guests, invitees, and their respective successors and assigns, of and from all and any actions and causes of action of every nature, or other
harm, including environmental harm, for which recovery of damages is sought, including, but not limited to, all losses and expenses which are caused by the activities
of Lessee, its officers, employees, and agents ansing out of, incidental 1o, or resulting from, the operations of or for Lessee on the leased premises hereunder, or that
may arisc out of or be occasioned by Lessee's breach of any of the terms or provisions of this Agr or by any other negligent or strictly liable act or emission of
Lessee. Further, L:ssuhﬂubymwbelwhfnremncmemd:mmfy.dcfu\dndlnldlmnhmtluSm:orTun-\d\h:uwnn-ol'lhewnl their officers,
employees and agenls, their successors or assigns, against any and all claims, liabilities, losses, d actions, p | injury (including death), costs and expenses,
or other harm for which recovery of damages is sought under any theory including tort, contract, or strict liability, including sttomcys' foes and other legal expenses,
including those related o environmental hazards, on the leased premises or in any way related to Lessee's failure to comply with any and all environmental laws; those
arising from or in any way related to Lessec’s operations or any other of Lessee's activities on the leased premises; those arising from Lessee’s use of the surface of the
leased premises; and those that may arise out of or be occasioned by Lessee's breach of any of the terms or provisions of this Agreement or any other act or omission of
Lessee, its directors, officers, employees, partners, agents, contractors, subcontractors, guests, invitees, and their respective successors and assigns. Each assignee of this
Agreement, or an interest therein, agrees (o be liable for, exonerale, indemnify, defend and hold harmless the State of Texas and the owner of the soil, their officers,
employees, and agents in the same provided above in ion with the activitics 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. Lessee shall use the highest degree of care and reasonable safeguards (o prevent contamination or pollution
of any environmental  medium, including soil, surface walers, groundwaler, sediments, and surface or subsurface strata, mmbient 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 nul.emll. expluswel. toxic malerials, or substances regulaled as hlzmiuu: wasles, hazardous malerials, hazardous
substances (as the term "l lazard tance” is defined in the Comprehensive Envi I R jon and Liability Act (CERCLA), 42
U.S.C. Sections 9601, dseq).utomcsubdmmdﬁmy federal, state, or local hwotrcgulmon("llaum Materials” ).uoq)lotdmlfy products
commonly used in connection with oil and gas exploration and development operations and stored in the usual manner and quantitics. LESSEE'S
YIOLATION 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 PROUIBITION 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 HIAZARDOUS
MATERIALS IN, ON, UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OF THE LEASED PREMISES IN
CONFORMANCE WITHL THE REQUIREMENTS OF APPLICABLE LAW. THIS INDEMNIFICATION AND ASSUMFTION SIHALL APPLY,
BUT IS NOT LIMITED TO, LIABILITY FOR RESPONSE ACITIONS UNDERTAKEN PURSUANT TO CERCLA OR ANY OTHER
ENVIRONMENTAL LAW OR REGULATION. LESSEE SHALL IMMEDIATELY GIVE THE STATE OF TEXAS AND THE OWNER OF T1E
SOIL WRITTEN NOTICE OF ANY BREACIH OR SUSPECTED BREACIH OF THIS PARAGRAPIL, 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 pmvulom of Texas Natural Resources Code 52.171 through 52.190, commonly known as
the Relinguishment Act, and other ,," bl and h . and if any provision in this lease does nol conforn to these stalules, the
statules will prevail over any fi g lease provisi

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

39. LEASE FILING. Pursuant to Chapter 9 ol 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 Ofice,

This lease is not efTective 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 wilh Texas Natural Resources Code 52. 183. Additionally, this lease shall not be binding upon the State unless it recites the actual and true

ideration paid or promised for ion of this lease. The bonus due the State and the prescribed filing fee shall accompany such certified copy (o the
General Land Office.

40. Rentals in the amount of $160.00 for years two and three of this lease have been prepaid. One half (%) of this amount has been paid to the
Lessor and one half (%) has been paid 1o the State of Texas. Rental for the fourth year in the amount of $16,080.00 has not been paid and if the fourth year
rental is not paid then this lease will expire. One hall (%) of the fourth year rental will be paid to the Lessor and one half (%) will be paid 1o the State of
Texas. Rental for the fifth year is included in the fourth year rental and if the fourth year rental is paid then no additional rentals are due under this lease.

BY: William A. Challant

TITLE: President
DATE: i | / 28/0s ;
STATE OF TEXAS STATE OF TEXAS
7%%%/&@-—’"
“BY: N.S. Marrow BY:

TTILE: Individyally angd as agcm for the State of I'exas TITLE: Individually and as agent for the State of Texas
//.(' 25 Date:

Date:
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Before me, the undersigned authority, on this day personally appwﬁ

Given under my hand and seal of office this the 14" day of -SJV

82

( INDIVIDUAL
ACKNOWLEDGMENT)

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.

STATEOF _7Z&XAS
COUNTY OF _7RAV/S
|
i
|
|
1
L
L
.'0 L .oo o:o ...
"sa. s 3 3% D 4
e e ® s ee o e
s . .

JAMES MiR|

NOTARY PUBLIC STATE OF TEIS
COMMISSION EXPIRES:
17, 2008

A S s

» 2005.

Notary Public in and for_& _,.77////

T

My Commission expires: Z{(, b/ 2 é :
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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 8 + day of
Tuhf , 2005.
et et g
JUDITH K. WILLIAMS | m
‘ WY COMMISSION EXPIRES fp ot A A avinag

No#y Public in and for the State of Texas

F.bnlu’ 1, 2009
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FILE No. 3960 = .

FILED FOR RECORD ON THE  7TH DAY OF  SEPTEMBER A.D. 2005 10:11 A. y, J
DULY, RECORD BTH DAY OF__ SEPTEMBER  A.D. 2005 11:00 A. u.
BY , DEPUTY DIANNE 0. FLOREZ, COUNTY CLERK

REEVES COUNTY, TEXAS
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Date Filed: —

CERTIFIED TRUE AND CORRECT COPY CERTIFICATE
STATE OF TEXAS

COUNTY OF REEVES

The above and foregoing is a full, true and correct photographic copy of the
i

criginal record now in'my lawtul custody and possession, as the same s
filed recc?gx in the pumc records ol rry lo:: tound in VOL,
PAGE

THRU FFICIAL PUBLIC
RECORDS
’f"-mo,.a,% | nereby certified on SEPT. 9, 2005
I.,_:/\
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‘ DIANNE O. FLOREZ, OUNTY CLERK
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TEXAS GENERAL LAND OFFICE

JERRY PATTERSON, COMMISSIONER

June 22, 20006

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

Re:  RELINQUISHMENT ACT LEASE No. M-105574
640.0 acres out of Section 3, Blk. 45, PSL
Reeves & Culberson Counties, 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-105574. Please refer to this
number in all future correspondence concerning the lease.

Your remittance of $72,605.00, has been applied as the state's portion of the cash bonus $72,480.00
along with a processing and filing fee in the amount of $125.00. Please let me know if you should
have any questions.

Sincerely,

bﬂwz‘&"‘( b1 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.glo.state.tx.us
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CHESAPEAKE OPERATING, INC. PO.BOX 18496 OKLAHOMA CITY, OK 73154

. ¥ ' LEASE OBLIGATION DEPOSIT RECEIPT /’f‘ﬁ - f
:“-‘ ﬁ' l’
70l
WE HAVE THIS DAY JUNE 24, 2008 : ‘ ¢ TENDERED TO L'f -,
COMMISSIONER OF THE GENERAL LAND §i
THE SUM OF $24,120.00 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
782008 TO 782010 COVERING LESSOR'S INTEREST IN LAND DESCRIBED AS:

Survey: PUBLIC SCHOOL LAND Block/Suffix: 45 Section: 3 Short Desc: ALL OF SEC 3, BLK 45, PSLS
Survey: PUBLIC SCHOOL LAND Block/Suffix: 45 Section: 3 Short Desc: ALL OF SEC 3, BLK 45, PSLS

AYMENT OPTION TO EXTEND

.EASE NUMBER TX2330024-001 LEASE DATE: 7/8/2005 PROSPECT: KING EDWARD
IECORDED: BOOK 711 PAGE 68 ENTRY NUMBER: 3959 COUNTY/PARISH REEVES STATE TX
‘OR CREDIT OF; AMOUNT
017397 COMMISSIONER OF THE GENERAL LAND
OFFICE OF THE STATE OF TEXAS Acct: 24,120.00
* oo STEPHEN F. AUSTIN BUILDING 1/2 $48,240.00 FOR ADDITIONAL 2 YRS
e 1700 NORTH CONGRESS, SUITE 600
seee AUSTIN, TX 78701
LR LN J
L]
aee e
. .
LA LR
e o0
L L]
L] -

M-loss7d- 2Hocy. o0 %Jﬂ»’i/‘
N- 105574 — 1’AD.00 %\%4/

IMPORTANT ——
24 120.00

‘he attached check is for the person(s) named above. Please date, sign ) BANK SERVICE
ind return the attached receipts on the day you receive it. If directed to Date Received CHARGE $ 0.00
1 bank, please deposit the amount to the credit fo the person(s) named ) \ ’
ibove and date, sign and return the receipt on the day you receive it, If Sign Here___| LS AN Grand Total 24.120.00
:orrespondence required, please make reference to lease number. ) -

By Check No. 35130

Title

CHESAPEAKE OPERATING, INC. e

DELAY RENTAL ACCOUNT 3 5 1 3 0
PO. BOX 18498 .
OKLAHOMA CITY, OK 73154 -

405/848-8000
DATE AMOUNT

sssessssseenasrning 190 * DOLLARS * 00 * CENTS 06/24/2008 $24,120.00
PAY
TO COMMISSIONER OF THE GENERAL LAND
THE OFFICE OF THE STATE OF TEXAS

ORDER STEPHEN F. AUSTIN BUILDING
OF 1700 NORTH CONGRESS, SUITE 600
AUSTIN, TX 78701 CHESAPEAKE OPERATING, INC.
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| CHESAPEAKE OPERATING, INC. PRO.BOX 18496 OKLAHOMA CITY, OK 73154
“ . LEASE OBLIGATION DEPOSIT RECEIPT

WE HAVE THIS DAY  JUNE 24, 2008 TENDERED TO
COMMISSIONER OF THE GENERAL LAND

THE SUM OF $8,040.00 DOLLARS FOR THE CREDIT OF PARTY OR PARTIES NAMED BELOW
IN AMOUNT STATED PURSUANT TO THE TERMS OF THE LEASE IDENTIFIED HEREIN, FOR THE PERIOD FROM

7182008 1O 782010 COVERING LESSOR'S INTEREST IN LAND DESCRIBED AS:

Survey: PUBLIC SCHOOL LAND Block/Suffix: 45 Section: 3 Short Desc: ALL OF SEC 3, BLK 45, PSLS
Survey: PUBLIC SCHOOL LAND Block/Suffix: 45 Section: 3 Shert Desc: ALL OF SEC 3, BLK 45, PSLS

SAYMENT OPTION TO EXTEND

LEASE NUMBER TX2330024-002 LEASE DATE: 7/8/2005 PROSPECT: KING EDWARD
IECORDED: BOOK 711 PAGE 75 ENTRY NUMBER: 3960 COUNTY/PARISH REEVES STATE TX
“OR CREDIT OF: AMOUNT
017397 COMMISSIONER OF THE GENERAL LAND
OFFICE OF THE STATE OF TEXAS Acct:
s STEPHEN F. AUSTIN BUILDING 1/2 $16,080.00 FOR AD
S 1700 NORTH CONGRESS, SUITE 600
AUSTIN, TX 78701
LR LR ]
- -
a8es
.
LR LR ]
- L]
ses e
ae 0e
L L
. -
L] .
- L ] -
seee ‘__f
IMPORTANT
Subtotal 8 040.00
lhe attached check Is for the person(s) named above. Please date, sign ) ¢ " FOYR
ind return the attached receipts on the day you receive it. If directed to Date Received - g gﬁﬁgGSEFéWCE 0.00
1 bank, please deposit the amount to the credit fo the person(s) named 7 | { : :
ibove and date, sign and return the receipt on the day you receive it. If Sign Here Grand Total 8.040.00
sorrespondence required, please make reference to lease number. :

. BANK OF OKLAHOMA, N.A.
CHESAPEAKE OPERATING, INC. OKLAHOMA CITY, OK
DELAY RENTAL ACCOUNT 3 5 1 3 2
PO. BOX 18496 - :
OKLAHOMA CITY, OK 73154
405/848-8000
DATE AMOUNT
-t.“'-ttﬂm“tﬁslo40 * DOLLARS * 00 * CENTS 061’24’2008 SS.MOAOO
PAY
T0 COMMISSIONER OF THE GENERAL LAND
THE OFFICE OF THE STATE OF TEXAS
ORDER STEPHEN F. AUSTIN BUILDING
OF 1700 NORTH CONGRESS, SUITE 600
AUSTIN, TX 78701 CHESAPEAKE OPERATING, INC.
3 v




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

WE HAVE THIS DAY JUNE 24, 2008
COMMISSIONER OF THE GENERAL LAND

THE SUM OF $16,080.00

LEASE OBLIGATION DEPOSIT RECEIPT

TENDERED TO

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

7/18/2008 TO 7/8/2010 COVERING LESSOR'S INTEREST IN LAND DESCRIBED AS:
Survey: PUBLIC SCHOOL LAND Block/Suffix: 45 Section: 3 Short Desc: ALL OF SEC 3, BLK 45, PSLS
Survey: PUBLIC SCHOOL LAND Block/Suffix: 45 Section: 3 Short Desc: ALL OF SEC 3, BLK 45, PSLS

SAYMENT OPTION TO EXTEND

.EASE NUMBER  TX2330024-003 LEASE DATE: 7/8/2005 PROSPECT: KING EDWARD
IECORDED: BOOK 711 PAGE 84 ENTRY NUMBER: 3961 COUNTY/PARISH REEVES STATE T™X
“OR CREDIT OF: . ; AMOUNT
017397 COMMISSIONER OF THE GENERAL LAND
OFFICE OF THE STATE OF TEXAS Acct: 16.080.00
STEPHEN F. AUSTIN BUILDING 1/2 $32,160.00 FOR ADDIT}
ae e 1700 NORTH CONGRESS, SUITE 600
e AUSTIN, TX 78701 -
sees 4
LR LN J ) r
& } ; Aad
aeee .
...I .. - - '
oo o0 (1
P (-
- /4 N\ -A
~ o..o n ll \l
L LN}

M‘}DSSH

IMPORTANT
Subtotal 16,080.00

“he attached check is for the person(s) named above: Plgase Qate, sign ) BANK SERVICE
ind return the attached receipts on the day you receive it. If directed to Date Received CHARGE $ 0.00
1 bank, please deposit the amount to the credit fo the person(s) named g
ibove and date, sign and return the receipt on the day you receive it. If Sign Here Grand Total 16,080.00
:orrespondence required, please make reference to lease number.

PO By Check No. 35134

CHESAPEAKE OPERATING, INC.
DELAY RENTAL ACCOUNT
PO. BOX 18496
OKLAHOMA CITY, OK 73154
405/848-8000

sessvmsvisensingg 080 * DOLLARS * 00 * CENTS 06/24/2008

’;’g COMMISSIONER OF THE GENERAL LAND

L et OFFICE OF THE STATE OF TEXAS
e STEPHEN F. AUSTIN BUILDING

3 1700 NORTH CONGRESS, SUITE 600

AUSTIN, TX 78701

BANK OF OKLAHOMA, N.A.
OKLAHOMA CITY, OK
L s

AMOUNT
$16,080.00

CHESAPEAKE OPERATING, INC.
Ve
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