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Township
Section/Tract
Land Part
Part Description
Acres

Depth Below
0

Name

Lease Date
Primary Term
Bonus (3)
Rental (8)
Lease Royalty

MF105575

Base File County
119585 REEVES

PUBLIC SCHOOL LAND
45

640

Depth Above Depth Other
0

CHALFANT PROPERTIES, INC.
711912005

5yrs

$0.00

$0.00

0.1000
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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 & gir'a: fsa:inﬁ and ‘.:ij)s'lt[e::
1502 NORTH BIG SPRING
PG, BOX 3123
MIDLAND, TEXAS 79702-3123

July 25, 2005

Mr. Drew Reid

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

RE: All of Section 2, Block 45
PSL Survey
Reeves County, Texas

Dear Mr. Reid:

I have reached an agreement with 2 surface owners under the above-captioned land. I have
attached copies of the Oil and Gas Leases for these owners.

The terms are $202.00 per acre (including paid up rentals for the first two years) for a five year
paid up lease with 1/5th royalty. Year 4 to be paid at $201.00 per acre (including paid up rentals
for the 5 year)

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

Sincerely, ""‘"a

William A. Chalfant, CPL S e
e
WAC/jkw as &
enclosures i
L]

AAPL’s FIRST INDEPENDENT LANDMAN OF THE YEAR 1998 - 1999
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WILLUAM A. CHALFANT, CPL Ofc: (432) 684-9819
Fax: (432) 682-2601
E-mail: bill@chalfantproperties.com

.

CHALFANT PROPERTIES, INC.
Ol & Gas Leasing and Propertics
1502 NORTH BIG SPRING
F@. BOX 3123
MIDLAND, TEXAS 79702-3123

August 10, 2005

Mr. Drew Reid

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

RE: All of Section 2, Block 45
Public School Land Survey
Reeves County, TX

Dear Mr. Reid:

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

The terms are $302.00 per acre (including paid up rentals for the first two years) for
a five year paid up lease with 1/5th royalty. Year 4 to be paid at $201.00 per acre
(including paid up rentals for the 5™ year)

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

Sincerely,

:."
2 _ )
£ 43 M
( 4 S -
._"l_"__ rd I v“‘j S %
SN SN AN SA A

William A. Chalfant, CPL

WAC/mkc
enclosures

AAPL’s FIRST INDEPENDENT LANDMAN @ THE YEAR 1998°% 1999



et



RAL REVIEW SHEET

Transaction # 5574 Geologist: R. Widmayer
Lessor Keenom, Dorothy Jean, Trustee Lease Date: 1/22/2007 Uk
Lessee: Chesapeake Exploration Limited Partnership Bross Acres: 640

Net Acres: 93.5
LEASE DESCRIPTION
County PIN# BaseFileNo Part Sec. Block Twp Survey Abst#
REEVES O o A 2 45 00  PUBLIC SCHOOL LAND 3655
TERMS OFFERED TERMS RECOMMENDED
Primary Ternt 5 years Primary Term 5 years
Bonus/Acre: $300.00 Bonus/Acre $300.00
Rental/Acre: $1.00 Rental/Acre $1.00
Royalty: 22.5% Royalty 22.5%
COMPARISONS
MF # Lessee Date Term  Bonus/Ac.  Rental/Ac.  Royalty  Distance

Last Lease

Comments: A total of 4 undivided leases in this file. Rentals paid up except for years 4 & 5 at $201.00. See

transaction # 4758 for Original Workup (Ul).

Approved:

Thursday, Septe , 2007




, (}.fﬂ:{ RAL REVIEW SHEET

]fmmﬁn H % Geologist: R. Widmayer
Lessor:  Browning, Mrs. Pateck, fka Sally Rebecca Read Lease Date: 7/8/2005 Uk o
Lesgspe:  Chalfant Properties, Inc. r— ‘)(

LEASE DESCRIPTION
County BaseFileNo Part Sec. Block Twp Survey Abst#
REEVES 118134  ALL 3 45 00 PUBLIC SCHOOL LAND 3536
CULBERSON 118134  ALL 3 45 00 PUBLIC SCHOOL LAND 3773
REEVES ‘@nﬁ\ 2 45 00 PUBLIC SCHOOL LAND 3655
)

TERMS OFFERED  _ TERMS RECOMMENDED
PrimaryTerm: ~ [Syears | Primary Term Syears
Bonus/Acre: [ $200.00 | Bonus/Acre | $300.00 |
Rental/Acre: [ $1.00] Rental/Acre [ $1.00]
Royalty: s ] Royalty s
COMPARISONS
MF # Lesses Date Teem  Bonus/Ac.  Rental/Ac.  Royaity  Distance

[ et . . i ¢ I | | [ Last Lease
| T T e | S | B | R | R § R S —
| | [ | P | A | S | - o
| IO | T e | SR | S | S { KN | | .
[T | - | 1 J[ I | [ |

Comments: l4th year rental will be $200.00 per acre. Also: Dale B. Hardeman with 640 acres and N.S. Mamrow with
640 acres. 33 1/3% 3 ways. B ]

m&m 81805

Thursday, August 18, 2005



RELINQUISHMENT ACT LEASE APPLICATION
{

Texas General Land Office

Jerry Patterson, Commissioner

TO: Jerry Patterson, Commissioner DATE:  18-Aug-05
Larry Laine, Chief Clerk
Bill Warnick, General Counsel
Louis Renaud, Deputy Commissioner
FROM: Robert Hatter, Director of Mineral Leasing
Peter Boone, Chief Geologist
Applicant:  Chalfant Properties, Inc. County: REEVES
Prim. Term: 5 years Bonus/Acre $300.00 /
Royalty:  1/5 Rental/Acre $1.00 Qaf& vp 193t yevs
Consideration O
Recommended: ( A 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: Zgﬂ

Not Recommended:
Comments:

Louis Renaud, Deputy Commissioner

Recommended: 2« v

Not Recommended:

Bill Warnick, General Counsel

Recommended: | Q[ﬁ!)

Not Recommended:

Larry Laine, Chief Clerk

Approved:
Not Approved:

Jerry Patterson, otymissioner

Date:

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

ot/os

Date:

Date:

Date:

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

E-mail; bill@chalfantproperties.com

CHALFANT PROPERTIES, INC.
Ol 5 Gis Leasing and Propertiss
1502 NORTH BIG SPRING
P. 0. BOX 3123
MIDLAND, TEXAS 79702-3123

August 29, 2005

Mr. Drew Reid

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

REz All of Section 2, Block 45,
Public School Land Survey
Reeves County, Texas

Dear Mr. Reid:
Enclosed please find a certified copy of Oil and Gas Lease from the following:

i 1 Qil and Gas Lease dated July 19, 2005, from_The State of Texas, acting by and
through its agent, EB F. Luckel, Jr., dealing in his sole and separate property,
covering his interest in 12.0 net mineral acres in Section 2, Block 45, Public School Land
Survey. The State of Texas to receive lease bonus payment of $1,812.00.

Also enclosed is a check in the amount of $1,937.00, including lease bonus payment and a
State filing fee of $125.00.

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

R Sincerely,

H--
Ll ‘,"}‘-/ﬂ A 4 ,/r -y

- (AN A4 A4

." P e s ;."'_'_"f-.i' vl
*$***%  William A. Chalfant, CPL

WAC/mkc
R enclosures

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



06000168

CHALFANT PROPERTIES, INC. WEST TEXAS NATIONAL BANK 6913
LEASE BONUS CLEARING ACCOUNT MID :
432) 684-9819
0. BOX 3123
MIDLAND. TX 79702
; Date 8/29/2005
T TEXAS GENERAL LAND OFFICE $+41,937.00

One Thousand Nine Hundred Thirty-Seven and 00/100* #### e 4 sk et s sxasssassssatrsts DOLLARS

@ =

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

Memo Lease Bonus & State Filing Fee: Sec 2, Blk 45, PSLS -
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FILE# 3628 -
General Land Office

T Revied S 1997 c‘ufop W ‘{m e 2“‘"€v3°°€7t

OIL AND GAS LEAS/

THIS AGREEMENT is made and entered into this 19th day of JULY, 2005, between the State of Texas, acting by and through its agent, EL,
F. LUCKEL, JR., DEALING IN HIS SOLE AND SEPARATE PROPERTY, care of 1959 El Dorado Avenue, Berkeley, CA 94707 said agent herein

referred Lo as the owner of the soil (whether one or more), and CHALFANT PROPERTIES, INC., of PO BOX 3123, Midland, Texas 79702 hercinafler
called Lessee.

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

All of Section 2, 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: One Thousand Eight Hundred Twelve and 00/100
Dollars ($ 1,812.00)

To the owner of the soil: One Thousand Eight Hundred Twelve and 00/100
| Dollars ($ 1,812.00)

Total bonus consideration: Three Thousand Six Hundred Twenty Four and 00/100
Dollars ($.3,624.00)

The total bonus consideration paid represents a bonus of Three Hundred Two Dollars ($302.00) per acre, on 1.0 net acres.

2. TERM. Subject to the other provisions in this lease, this lease shall be for a term of Five (5) years from this date (herein called "primary
term”) and as long thereafler as 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 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, Lessce 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

: o following amounts:
LE L] .
seee To the owner of the soil:
.--o.. Dollars ($ )
™ To the State of Texas:
o Dollars ($ )
heeene Total Rental:
Dollars ($ )
In a like manner and upon like payments or tenders lly, the t of a well may be further deferred for successive periods of one (1) year
7 each during the primary term. All payments or tenders of rental to the owner of the soil may be made by check or sight drafl of Lessee, or any assignee of
Al 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,
e o

suspend business, liquidate, fail or be succeeded by another bank, or for any reason fail or refuse to accept rental, Lessee shall not be held in default for
failure 10 make such payments or tenders of rental until thirty (30) days after the owner of the soil shall deliver 10 Lessee a proper recordable instrument
naming another bank as agent 1o receive such payments or tenders.

True and Correct
copy of
Original filed in
Reeves County
Clerks Office
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4.  PRODUCTION ROYALTIES. Upon production of oil and/or gas, Lessee agrees 1o pay or cause to be paid one-half (1/2) of the royalty

prowdcdr for in this lease to the Commussioner 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: 1

(A) OIL, Royalty payable on oil, which is defined as including all hydrocarbons produced in a liquid form at the mouth of the well and also as all
condensate, distillate, and other liquid hydrocarbons recovered from oil or gas run through a sep or other equip . as hereinafier provided, shall be
/ part of the gross production or the market value thereof, at the option of the owner of the soil or the Commissioner of the
General Land Office, such value to be determined by 1) the hiﬁhcsl 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 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 free of cost to the royalty owners through an adequate oil and gas
separator of conventional tyﬂe, or other equipment at least as efficient, 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 t hey prescribe.

(B) NON PROCESSED GAS. Royalty on any gas (including flared gas), which is defined as all hydrocarbons and gascous substances not defined
as oil in subparagraph (A) above, produced from any well on said land (except as provided herein with respect 1o gas processed in a plant for the extraction of
gasoline, liquid hydrocarbons or other products) shall be 1/5th part of the gross production or the market value thereof, at the
option of the owner of the soil or the (_?nmmissioner of the General Land Office, such value to be based on the highest market price paid or offered for gas of
comparable quality in the general arca where produced and when run, or the gross price paid or offered to the producer, whichever 15 the greater, provided that
the maximum pressure base in measuring the gas under this lease shall not at any time exceed 14.65 pounds per square inch absolute, and the standard base
temperature shall be sixty (60) degrees Fahrenheit, correction to be made for pressure according to Boyle's Law, and for specific gravity according to tests
made 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. Royalty on any gas lﬂroccsr.mi in a gasoline plant or other plant for the recovery :‘Liamline or other liquid hydrocarbons
shall be 1/5th part of the residue gas and the liquid hydrocurﬂons extracted or the et value thereof, at the option of the
owner of the 501l or the Commissioner of the General Land Office. All royalties due herein shall be based on one hundred percent (100%) of the total plant
production of residue gas attributable to gas produced from this lease, and on fifty percent (50%), or that percent accruing to Lessee, whichever is the greater,
of the total plant production oflimhydrowbons attributable to the I%” produced from this lease; If\rovidcd that if liquid hydrocarbons are recovered from
processed in a plant in which e (or its parent, subsidiary or affiliate) owns an interest, then the percentage applicable to liquid hydrocarbons shall be
ifty percent (50%) or the highest percent accruing to a third party processing gas through such plant under a p ing agr gotiated at arm’s length
(or if there is no such third party, the highest percent then being specified in p ing agr or contracts in the industry), whichever is the greater. The
respective royalties on residue gas and on liquid hydrocarbons shall be demminodsb 1) the highest market price paid or offered for any gas (or liquid
hydrocarbons) of comparable quality in the general area, or 2) the gross price paid or offered for such residue gas (or the weighted average gross selling 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.

hydrocarbons) whether said gas be “casinghead,” “dry”, or any other Fns by fractionating, burning or any other processing shall be

part of the gross production of such products, or the market value thereol, at the option of the owner of the soil or the Commissioner of the General Land
Office, such market value to be determined as follows: 1) on the basis of the highest market price of each product for the same month in which such product is
produced, or 2) on the basis of the average gross sale price of each product for the same month in which such products are produced, whichever is the greater

(D) OTHER PRODUCTS. Royalty on carbon black, sulphur or any other prod duced or fi d from pas (excepting liquid
" /

5. MINIMUM ROYALTY. During any year afier the expiration of the primary term of this lease, if this lease is maintained by production, the
royalties paid under this lease in no event shall be less than an amount equal to the total annual delay rental herein provided; otherwise, there shall be due and
payable on or before the last day of the month succeeding the anniversary date of this lease a sum equal to the total annual rental less the amount of royalties

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

. e 6. ROYALTY IN KIND. Notwithstanding any other provision in this lease, al any time or from time to time, the owner of the soil or the
T Commissioner of the General Land Office may, at the option of either, upon not less than sixty (60) days notice to the holder of the lease, require that the
LLL AL paanem of any royalties accruing 1o such royalty owner under this lease be made in kind, The owner of the soil's or the Commissioner of the General Land
essse 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.

ssee

. 7. NO DEDUCTIONS. Lessee agrees that all royalties accruing under this lease (including those paid in kind) shall be without deduction for the

cost of producing, gathering, storing, separating, treating, dehydrating, compressing, processing, transporting, and otherwise making the oil, gas and other

Yene .: products hereunder ready for sale or use. Lessee agrees to compute and pay royalties on the gross value received, including any reimbursements for severance
b . 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 to process gas produced hereunder in any processing plant. Notwithstanding any other provision of this lease, and subject to the written consent of the
owner of the soil and the Commissioner of the General Land Office, Lessee may recycle gas for gas lift purposes on the leased premises or for injection into
any oil or gas producing formation underlying the leased premises afler the liquid hydrocarbons contained in the gas have been removed; no royalties shall be
esse payable on the recycled gas until it is produced and sold or used by Lessee in a manner which entitles the royalty owners to a royalty under this lease.

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

Payment of royalty on production of oil and gas shall be as provided in the rules set forth in the Texas Register. Rules 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
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,
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

True and Correct
copy of
Original filed in

Reeves County
(‘I - elres f‘\ﬂu\e
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and market value including gas meter readings, pipeline receipts, gas line receipts and other checks or mei da of amount produced and put into pipelines, tanks, or
pools and gas lines or gas storage, and any other reports or records which the General Land OfTice may require to verify the gross production. disposition and market
value. In all cases the authority of a manager or agent to act for the Lessee herein must be filed in the General Land Office, Each royalty payment shall be accompanicd
by a check stub, schedule, summary or other remittance advice showing by the assigned General Land Office lease number the amount of royalty being paid on cach
Icase. If Lessee pays his royalty on or before thirty (30) days after the royalty payment was due, then Lessee owes a penalty of 5% on the royalty or $25.00. whichever
is greater. A royalty payment which is over thirty (30) days late shall accrue a penalty of 10% of the royalty due or $25.00 whichever is greater. In addition 1o 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 to prohibit the State's right of forfeiture as provided by law nor act to postpone the date on which
royalties were originally due. The above penalty provisions shall not apply in cases of tide dispute as to the State's portion of the royalty or to that portion of the royalty
in dispute as to fair market value.

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shall annually furnish the Commissioner of the General Land Office with its best
possible estimate of oil and gas rr.scn-'csundulymg this lease or allocable to this lease and shall furnish said Commissioner with copies of all contracts under which gas
is sold or p d and all subseq ar and amendments to such contracts within thirty (30) days afler entering into or making such contracts, agreements or
amcndmcnts Such contracts and agreements when received by the General Land Office shall be held in confidence by the General Land Office unless otherwise
authorized by Lessee. All other contracts and records pertaining to the production, transportation, sale and marketing of the oil and gas produced on said premises,
including the books and accounts, receipts and discharges of all wells, tanks, pools, meters, and pipelines shall at all times be subject to inspection and examination by
the Commissioner of the General Land Office, the Attorney General, the Governor, or the representative of any of them,

(B) PERMITS, DRILLING RECORDS. Written notice of all operations on this lease shall be submitted to the Commissioner of the General Land
Office by Lessee or operator five (5) days before spud date, workover, re-eniry, temporary abandonment or plug and abandonment of any well or wells. Such written
notice to the General Land Office shall include copies of Railroad Commission forms for application to drill. Copies of well tests, completion reports and plugging
reports shall be supplied to the General Land Office at the time they are filed with the Texas Railroad Commission. All applicati 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 "State” in the title. Additionally, in accordance with Railroad Commission rules, any signage on the leased premises for the purpose of identifying f
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,
nda, a , TEports, ings and cores, or other information relative to the operation of the above-described premises, which may be requested by the
General Land Office, in addition to those herein expressly provided for. Lessee shall have an electrical and/or radioactivity survey made on the bore-hole section, from
the base of the surface casing to the total depth of well, of all wells drilled on the above described premises and shall transmit a true copy of the log of each survey on
cach well to the General Land Office within fifteen (15) days after the making of said survey.

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

11. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If , during the primary term hereof and prior to discovery and
production of oil or gas on said lund, Lessce should drill a dry hole or holes thereon, or if during the primary term hereof and after the discovery and actual production
of oil or gas from the leased premises such production thereof should cease from any cause, this lease shall not terminate if on or before the expiration of sixty (60) days
from date of completion of said dry hole or cessation of production Lessee commences additional drilling or reworking operations thereon, or pays or tenders 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
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
the expiration of the primary term; and if Lessee has not resumed production in paying quantities at the expiration of the primary 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,
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 to make such payment, this lease shall ipso facto terminate. If at the expiration of the
primary term or any time thereafter a shut-in oil or gas well is located on the leased premises, payments may be made in accordance with the shut-in provisions hercof.

12. DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM. If, a1 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

a o8 one such operation, and if they result in the production of oil and/or gas, so long thercafter as oil and/or gas is produced in paying quantities from said land, or payment
:.: : of shut-in oil or gas well royaltics or compensatory royaltics is made as provided in this lease.

o e, 13. CESSATION, DRILLING, AND REWORKING. If, after the expiration of the primary term, production of oil or gas from the leased premuses, afler

sees once obtained, should cease from any cause, this lease shall not terminate if Lessee commences additional drilling or reworking operations within sixty (60) days after

. such cessation, and this lease shall remain in full force and effect for so long as such operations continue in good faith and 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 lcase shall remain in full force and effect for so long

seseee as oil or gas is produced from the leased premises in paying quantities or payment of shut-in oil or gas well royalties or payment of compensatory royalties is made as

. .

provided herein or as provided by law. If the drilling or reworking operations result in the completion of a well as a dry hole, the lease will not terminate if the Lessee
commences additional drilling or reworking operations within sixty (60) days afler 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 written notice to the General Land Office within thirty (30) days of any cessation of production.

-
es e 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
a .s N : jurisdiction over the production of oil and gas. 1, at any time after the expiration of the primary term of a lcase 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 each well capable of producing oil or gas in paying quantities. 1f Paragraph 3 of this lease does not specify a delay rental
amount, then for the purposes of this paragraph, the delay rental amount shall be one dollar ($1.00) per acre. 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
Lessce 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) to 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 lcase shall be considered to be a
producing lease and the payment shall extend the term of the Icase for a period of one year from the end of the primary term, or from the first day of the month
following the month in which production ceased, and, after that, if no suitable production facilitics or suitable market for the oil or gas exists, Lessec 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

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 lcased premises and completed in the same producing reservoir, of in any case
in which drainage is g 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
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 ing the drainage or which is pleted in the same producing reservoir and
within one thousand (1,000) feet of the leased premises. The compensatory royalty is to be paid monthly, onc-half (172) to the Commissioner of the General Land
Office and one-half (1/2) to the owner of the soil, beginning on or before the last day of the month following the month in which the oil or gas is produced from the well

ing the drainage or that is pleted in the same producing reservoir and located within one thousand (1,000) feet of the leased premises. If the compensatory
royalty paid in any 12-month period is 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. Compensatory royalty payments which are not timely paid will accrue penalty and interest in accordance with Paragraph 9 of
this lease. None of these provisions will relieve Lessee of the oblig: of ble develop nor the obligation to drill offset wells as provided in Texas Natural
Resources Code 52.173; however, at the determination of the C 1581 and with the C. ioner’s written approval, the payment of compensatory royalties can
satisfy the abligation to drill offset wells.

16. RETAINED ACREAGE. Notwithstanding any pmvmon of this lease to the CDI“I'IT)’, after a well prod or capable of producing oil or gas has

13

been completed on the leased premises, Lessee shall ise the d of a bly in drilhng such additional well or wclls as may be

P

reasonably necessary for the proper development of the lcased premi and in mark ing the pr duction thereon.

(A) VERTICAL- In the event this leasc is in force and effect two (2) years after the expiration date of the primary or extended term it shall then terminate
as to all of the leased premises, EXCEPT (1) 40 acres surrounding cach oil well capable of producing in paying quantities and 320 acres surrounding each gas well
capable of producing in paying quantities (including a shut-in oil or gas well as provided in Paragraph 14 hercof), or a well upon which Lessee is then engaged in
continuous drilling or reworking operations, or (2) the ber of acres included in a producing pooled unit pursuant to Texas Natural Resources Code 52.151-52.153,
of (3) such greater or lesser number of acres as may then be allocated for production purposes 1o a promation unit for each such producing well under the rules and
regulations of the Railroad Commission of Texas, or any successor agency, or other governmental authority having jurisdiction. If at any time after the effective date of
the partial termination provisions hercof, the applicable ficld rules are changed or the well or wells located thereon are reclassified so that less acreage is thereafter
allocated to said well or wells for production purposes, this lease shall thereupon terminate as to all acreage not thereafier allocated to said well or wells for production
purposes. Notwithstanding the termination of this lease as to a portion of the lands covered hereby, Lessee shall nevertheless continue to have the right of ingress to 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 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 afler the expiration date of the primary or extended term it shall further
lerminale as 1o all depths below 100 feet below the total depth drilled (hereinafier “deeper depths®) in each well located on acreage retained in Paragraph 16 (A) above,
unless on or before two (2) years after the primary or extended term Lessee pays an amount equal to one-half (172) of the bonus onginally paid as ideration for this
Icase (as specified on page | hereof). If such amount is paid, this lease shall be in force and effect as to such deeper depths, and said termination shall be delayed for an
additional period of two (2) years and so long thereafter as oil or gas is produced in paying quantities from such deeper depths covered by this lease

. (C) IDENTIFICATION AND FILING. The surface acreage retained hereunder as to each well shall, as nearly as practical, be in the form of a square with

the well located in the center thereof, or such other shape as may be approved by the Commissioner of Ihc Ginenl Land Ofﬁu Within thirty (30) days after partial
termination of this lcase as provnded herein, Lessee shall execute and record a release or releases y p of the acreage and/or depths
not retained h der, The d release, or a certified copy of same, shall be filed in the General und Office, accompanied by the filing fee prescribed by the
General Land Office rules in effect on the date the release is filed. 11 Lessce fails or refuses to execute and record such release or relcases within ninety (90) days after
being requested to do so by the General Land Office, then the Commissioner at his sole discretion may designate by written instrument the acreage and/or depths to be
released hereunder 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, Neither the bonus, delay rentals, nor royalties paid, or to 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
as the facts may justify and shall usc lppropm!: muns and drill to a depth necessary to prevent undue drainage of oil and gas from the leased pt:mlsﬂ. In addition, if

l oil and/or gas should be produced in ities within 1,000 fect of the leased premises, or in any case where the leased premises is being drained by

eoesl production of oil or gas, lhc Lessce, sublessee, mccw:t or other agent in control of the leased premises shall in good faith begin the drilling of a well or wells upon the
.

leased pumsm within 100 days after the draining well or wells or the well or wells completed within 1,000 feet of the leased premises start producing in commercial
quantities and shall prosecute such drilling with diligence. Fnlun: 10 satisfy the statutory offset obligation may subjca this lease and the owner of the soil's agency
rights to forfeiture. Only upon the d ination of the C i of the General Land Office and with his written approval may the payment of compensatory
royalty under applicabl Y P satisfy the obligation to drill an offset well or wells required under this paragraph.

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

ducting drilling opcrations on the leased premises, or from producing oil or gas from the leased 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 1o comply with such covenant shall be suspended and Lessee

shall not be liable for damages for failure to comply with such covenants; additionally, this lcase 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 1o maintain this lease in efect 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 to the leased premises. 1f 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 mortgage, taxes or other liens on the
leased premises. If Lessee makes payments on behalf of the owner of the soil under this paragraph. Lessee may recover the cost of these payments from the rental and
royaltics duc 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 specificd herein, then the royalties and rental herein provided to be paid to the owner of the soil shall be paid to him in the
proportion which his interest bears to the entire undivided surface estate and the royaltics and rental herein provided to be paid to the Commissioner of the General |
Land Office of the State of Texas shall be likewise proportionately reduced. However, before Lessee adjusts the royalty or rental duc to the Commissioner of the
General Land Office, Lessee or his authorized representative must submit to the Commissioner of the General Land Office a written statement which explains the
discrepancy between the interest purportedly leased under this lease and the actual interest owned by the owner of the soil. The Commissioner of the General Land |
Office shall be paid the value of the whole production allocable to any undivided interest not covered by a lease, less the proportionate development and production cost i
allocable to such undivided interest. However, in no event shall the Commissioner of the General Land Office receive as a royalty on the gross production allocable 10
the undivided interest not leased an amount less than the value of one-sixteenth (1/16) of such gross production.

(B) REDUCTION OF PAYMENTS. If, during the primary term, a portion of the land covered by this lease is included within the boundarics 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 a lesser number of acres than the total amount described herein, payments that are
made on a per acre basis hereunder shall be reduced according to the number of acres pooled, released, surrendered, or otherwise severed, so that payments determined
on a per acre basis under the terms of this lease during the primary term shall be calculated based upon the number of acres outside the boundaries of a pooled unit, or,
ilafter the expiration of the primary term, the number of acres actually retained and coveted by this lease.

21. USE OF WATER. Lessece shall have the right 1o use water produced on said land necessary for operations under this lease except water from wells or
tanks of the owner of the soil; provided, however, Lessee shall not use potable water or water suitable for livestock or irrigation purposes for waterflood operations
without the prior consent of the owner of the soil.

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

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

P

foregoing, pollution of coastal wetlands, natural waterways, rivers and impounded water shall be prevented by the use of containment facilities sufficient to, prevent
spillage, seepage or ground water contamination. In the event of pollution, Lessee shall use all means at its disposal 1o recapture all escaped hydrocarbons or other
pollutant and shall be responsible for all damage to public and private properties. Lessee shall build and maintain fences around its slush, sump, and drainage pits and
tank batteries so as to protect li k against loss, damage or injury; and upon completion or abandonment of any well or wells, Lessee shall fill and level all slush
pits and cellars and completely clean up the drilling site of all rubbish thereon. Lessce shall, while conducting operations on the leased premises, keep said premises free

ofall rubbish, cans, bottles, paper cups or garbage, and upon plction of operations shall restore the surface of the land to as near its original condition and contours
as is practicable. Tanks and equip will be kept painted and p bl

25. POLLUTION. In developing this area, Lessee shall use the highest degree of care and all proper safeguards to p llution. Without limiting the

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, Lessce may not draw and remove casing until after thirty (30) days written notice to the Commissioner of the General Land Office and
10 the owner of the soil. The owner of the soil shall become the owner of any machinery, fixtures, or casing which are not timely removed by Lessee under the terms of
this paragraph,

27. (A) ASSIGNMENTS. Under the 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 whole or in part, and the provisions of this lease shall extend to and be binding upon their heirs, devisees, legal representatives. successors and
assigns, However, a change or division in ownership of the land, rentals, or royaltics will not enlarge the obligations of Lessee, diminish the rights, privileges and
estates of Lessee, impair the effectiveness of any payment made by Lessee or impair the effectiveness of any act performed by Lessee. And no change or division in

e ownership of the land, rentals, or royalties shall bind Lessee for any purpose until thirty (30) days after the owner of the soil (or his heirs, devisces, legal representatives
.. . or assigns) furnishes the Lessee with satisfactory written evid of the change in ownership. including the original ded muniments of title (of a centified copy of
see o such original) when the hip ch d b of a conveyance. A total or partial assugnmcm of this lease shall, to the extent of the interest assigned, relieve and
seee discharge Lessee of all suhsequcm obltgmons under this lease. If this lease is assigned in its entirety as to only pan of the acreage, the nght and option to pay rentals
. shall be apportioned as between the scveral owners ratably, according to the area of each, and failure by one or more of them to pay his share of the rental shall not

affect this lease on the part of the land upon which pro rata rentals are timely paid or tendered; however, if the assignor or assignee does 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 1o all rights and be subject to all obligations, liabilitics, and penaltics owed to the State by the original lessee or any prior assignee of the
esscee lease, including any liabilities to the State for unpaid royaltics.

(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 writicn 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 C issi An assig) will be treated as if it were made to the owner of the soil if the assignee is:

(1) a nominee of the owner of the soil;
ssee (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,
LR (3) & parnership in which the owner of the soil is a partner or is an employee of such a pantnership;
wer e (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, trustce, . ad receiver, or conservator-for the
owner of the soil; or
(7) a family member of the owner of the soil or related to the owner of the soil by marriage, blood, or adoption.

28. RELEASES. Under the conditions contained in this paragraph and Paragraph 29, Lessee may at any time execute and deliver to the owner of the soil
and place of record a release or releases covering any portion or portions of the Icased premiscs, and thereby surrender this lease as to such portion or portions, and be
relieved of all subseq bligations as to acreage surrendered. 17 any part of this lease is properly surrendered, the delay rental due under this lease shall be reduced by
the proportion that the surrendered acreage bears 1o the acreage which was covered by this lease immediately prior to such surrender, however, such release will not
relieve Lessee of any liabilities which may have accrued under this lease prior o the surrender of such acreage.

29, FILING OF ASSIGNMENTS AND RELEASES. Ifall or any pan of this lease is assigned or released, such assignment or release must be recorded
in the county where the land is situated, and the recorded instrument or a copy of the recorded instrument certified by the County Clerk of the county in which the
instrument is recorded, must be filed in the General Land Office within 90 days of the last ion date panied by the p ibed 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 lease of the above-described land have been included in this instrument including the
statement of the true consideration to be paid for the execution of this lease and the rights and duties of the parties. Any collateral agreements concerning the
development of oil and gas from the leased premises which are not contained in this 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 interests of the owner of the soil conflict with those of the State, the owner of the soil is obligated to put the State’s interests before his personal
inlerests.

32. FORFEITURE. If Lessee shall fail or refuse to make the payment of any sum within thirty days afier it becomes due, or if Lessee or an authorized
agent should knowingly make any false retumn or false report concerning production or drilling, or if Lessee shall fail or refuse to dnill any offset 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 to file reports in the manner
required by law or fail to comply with rules and regulations promulgated by the General Land Office, the School Land Board, or the Railroad Commission, or if Lessce
should refuse the proper suthority access to the records pertaining to 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 furnish the General Land Office a correct log of any well, or if Lessee shall knowingly violate any of
the material provisions of this lease, or if this lease is assigned and the assignment is not filed in the General Land Office as required by law, the rights acquired under
this lease shall be subject to forfeiture by the Commissioner, and he shall forfeit same when sufficiently informed of the facts which authorize a forfeiture, and when
forfeited the arca shall again be subject to lease under the terms of the Relinquishment Act. However, nothing herein shall be construed as waiving the automatic
termination of this lease by operation of law or by reason of any special limitation arising hereunder. Forfeitures may be set aside and this lease and all rights thercunder
reinstated before the rights of another intervene upon satisfactory evidence to the Commissioner of the General Land Office of future compliance with the provisions of
the law and of this lease and the rules and lations that may be adopted relative hereto.

33. LIEN. Inaccordance 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 to the lien provided by Texas Natural Resources Code 52.136 and any other applicable statutory lien, an express contractual lien on and security
interest in all leased minerals in and extracted from the leased premises, all proceeds which may accrue to Lessee from the sale of such leased minerals, whether such
proceeds arc held by Lessec or by a third party, and all fixtures on and improvements to the leased premises used in ion with the production or p g of
such leased minerals in order to secure the payment of all royalties or other amounts due or to become due under this lease and to secure payment of any damages or
loss that Lessor may suffer by reason of Lessees breach of any covenant or condition of this lease, whether express or implied. This lien and security interest may be
foreclosed with or without court p dings in the manner provided in the Title 1, Chapter 9 of the Texas Business and Commerce Code. Lessee agrees that the
- i | Commissioner may require Lessec to execute and record such i as may be bly Y to acknowledge, attach or perfect this lien. Lessee hereby
ase - represents that there are no prior or superior liens arising from and relating 1o Lessee's activitics upon the above-described property or from Lessee's acquisition of this

s lease. Should the Commissioner at any time d ine that this rep ion is not true, then the Commissioner may declare this lease forfeited as provided herein.
.

34. POOLING. Lessee ls 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 mineral interest for the expl develop 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 interest of the State under this lease pursuant to Texas Natural Resources Code

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

35. INDEMNITY. Lessee hereby releases lml discharges the State of Texas aEd the owner of the soil, their officers, employees, partners, agents,
. contractors, subcontractors, guests, invitees, and their resp s 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

.0 :' 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

se may arise 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 [
Lessee. Further, Lessee hereby agrees to be liable for, exonerate, indemnify, defend and hold harmless the State of Texas and the owner of the soil, their officers, |
employees and agents, their successors or assigns, against any and all claims, liabilities, losses, damages, actions, p | injury (including death), costs and expenses, |

or other harm for which recovery of damages is sought under any theory including ton, contract, or strict liability, including attorneys’ fees and other legal expenses,
including those related to environmental hazards, on the lcased 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 relsted 10 Lessee's operations or any other of Lessee's activities on the leased premises; those arising from Lessee's use of the surface of the
lcased 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 1o be liable for, exonerate, indemnify, defend and hold harmless the State of Texas and the owner of the soil, their officers,
employees, and agents in the same manner provided above in connection with the activities of Lessee, its officers, employees, and agents as described above. EXCEPT
AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF THE INDEMNITY OBLIGATIONS 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 materials, explosives, toxic materials, or substances regulated as hazardous wastes, hazardous materials, hazardous
substances (as the term "Hazardous Substance” is defined in the Comprehensive Environmental Response, Compensation and Liability Act (CERCLA), 42
U.5.C. Sections 9601, et seq.), or loxic substances under any federal, state, or local law or regulation ("Hazardous Materials”), except ordinary products

nly used in ion with oil and gas exploration and development operations and stored in the usual manner and quantities. LESSEE'S
VIOLATION OF THE FOREGOING PROHIBITION SHALL CONSTITUTE A MATERIAL BREACH AND DEFAULT HEREUNDER AND
LESSEE SHALL INDEMNIFY, HOLD HARMLESS AND DEFEND THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND
AGAINST ANY CLAIMS, DAMAGES, JUDGMENTS, PENALTIES, LIABILITIES, AND COSTS (INCLUDING REASONABLE ATTORNEYS'
FEES AND COURT COSTS) CAUSED BY OR ARISING OUT OF (1) A VIOLATION OF THE FOREGOING PROHIBITION OR (Il) 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 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 centified 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 $24.00 for years two and three of this lease have been prepaid. One half (14) 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 52,412.00 has not been paid and if the fourth year
rental is not paid then this lease will expire. One half (%) of the fourth year rental will be paid to the Lessor and one half (¥3) will be paid to the State of
Texas. Rental for the fifth year is included in the fourth year rental and if the fourth year rental is paid then no additional rentals are due under this lease.

A

LESSFE] Want Propdflics, Inc.

BY: William A. Chalfant
TITLE: President

DATE: )?/‘{"/CIS_

STATE OF TEXAS STATE OF TEXAS

BY: EARF. Luckel, Jr., dealing in his wkt}l separate BY:

property

TITLE: Individually gnd as agum for the State of Texas TITLE: Individually and as agent for the State of Texas
Date: /n / / a Date:
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stateor _Cali dovaii (INDIVIDUAL |
ACKNOWLEDGMENT)
o
COUNTY OF Alome
==
Before me, the undersigned authority, on this day personally appeared LR F. Luckel, Jr., dealing in his sole and separate

property, known to me to be the person whose name is subscribed to the forégoing instrument, and acknowledged 1o me that cn
executed the same for the purposes and consideration thercin expressed.

;e

Given under my hand and seal of office this the __ ¢ / dayof A' U"Uff

L
ia Notary Publicinand for  Coy (740 rata
COLLIN BECKER [t |
COMM # 1406844 = My Commission expires: __/Meareb 25,200} |
NOTARY PUBLI - CAUFORNIA 2
ALAMEDA COUNTY =)
m. Exn, Mar. 25, 2007 ]E

e -
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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 "H" day of
Auci s , 2005.
- ’ e
JUDITH K. WILLIAMS § (o s EED ot
MY COMMISSION EXPIRES Notary Public in and for the State of Texas
February 7,2009 §
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FILE No. 3628 tn
FILED FOR RECORD ON THE 22ND DAY OF AUGUST A.D. 2005 2323 A,y
DULY, RECORDED ON 7 23RD. DAY OF AUGUST A.D. 2005 10:00 A.y
.%w'?? UL W/ e
BY: 2, i : , DEPUTY DIANNE 0. FLOREZ, COUNTY CLERK
2 REEVES COUNTY, TEXAS
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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 ihsﬁrge s

filed/recqn %m_me puahbgcorua of my office. found in VOL
PAGE ij THRU 3V OFHEMSPUELTC
| hereby certfied on AUGUST 24, 2005
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FILE# 4228

giere 2.0 0 Y o 2d 3! s

Revised, September 1997
OIL AND GAS LEASE

THIS AGREEMENT is made and entered into this 8th day of August, 2005, between the State of Texas, acting by and through its agent, Susan
Luckel Christie, dealing in her sole and separate property, care of 2545 103" Ave SE, Bellvue, WA 98004 said agent hercin 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 stated below and of the covenants and agreements to be paid, kept and
performed by Lessee under this lease, the State of Texas, acting by and through the owner of the soil, hereby grants, leases and lets unto Lessee, for the sole
and only purpose of prospecting and drilling for and producing oil and gas, laying pipe lines, building tanks, storing oil and building power stations.
telephone lines and other structures thereon, to produce, save, take care of, treat and transport said products of the lease, the following lands situated in
REEVES County, State of Texas, to-wit:

All of Section 2, 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: One Thousand Eight Hundred Twelve and 00/100
Dollars ($ 1,812.00)
To the owner of the soil: One Thousand Eight Hundred Twelve and 00/100
Dollars ($ 1,812.00)
Total bonus consideration: Three Thousand Six Hundred Twenty Four and 00/100
Dollars ($ 3,624.00)
. ee
The total bonus ideration paid rep a bonus of Three Hundred Two Dollars ($302.00) per acre, on 12.0 net acres. - .: e o
.
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 ol
term") and as long thereafier as oil and gas, or either of them, is produced in paying quantities® from said land. . ot .
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) e
covered exceed out of pocket operational expenses for the six months last past. . i .
seee
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 " seve .
the **_Ti AID-UP A P PH 40 ** Bank, at or its successors (which shall continue as the depository regardless of Sese
changes in the ownership of said land), the amount specified below; in addition, Lessee shall pay or tender to the COMMISSIONER OF THE GENERAL * :o:
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 L

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 Iy, the comm 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,
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 thinty (30) days after the owner of the soil shall deliver to Lessee a proper recordable instrument
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, Lessee agrees to pay or cause Lo be paid one-half (1/2) of the royalty
pmwde{:_g:r in this 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 payable on oil, which is defined as including all hydrocarbons produced in a liquid form at the mouth of the well and also as all
condensate, distillate, and other liquid h_ydrocarbons recovered from oil or gas run through a separator or other equipment, as hereinafter provided, shall be
1/5th part of the gross production or the market value thereof, at the option of the owner of the soil or the Commissioner of the
General Land Office, such value to be determined by | ) the highest 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 h.ym market price thereof offered or
paid in the gencral arca where produced and when run, or 3) the gross proceeds of the sale thereof, whichever is the greater. Lessce agrees that before any pas
produced from the leased premises is sold, used or processed in a plant, it will be run free of cost to the royally owners through an adequate oil and gas
separator of conventional type, or other equipment at least as efficient, 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 t hey prescribe.

(B) NON PROCESSED GAS. Royalty on any gas (including flared gas), which is defined as all hydrocarbons and gascous substances not defined
as oil in subparagraph (A) above, produced from any well on said land (except as provided herein with respect to gas processed in a plant for the extraction of
gasoline, liquid hydrocarbons or other roducts) shall be 1/5th part of the gross production or the market value thereof, at the
option of the owner of the soil or the Commissioner of the General Land Office, such value to bc based on the highest market price pald or offered for gas of
comparable quality in the general arca where produced and when run, or the gross price paid or offered 1o the producer, whichever is the greater; provided that
uu:mmumumpmsmcbnscmnmunngmcgasmduﬂuslmscshallnmatanyhmeemmd M&Spmndspcrsquuemchahsolm:.nndﬂzsmndnrdbm
temperature shall be sixty (60) degrees Fahrenheit, comection to be made for pressure according to Boyle's Law, and for specific gravity according to tests
made 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. Royalty on any gas processed in a gasoline plant or other plant for the recovcry of gasoline or other hqu:d hydrocarbons
shall be 1/5th part of the residue gas and the |?qu.d hymmxms the mackes va) al the option of the
owner of the soil or the Commissioner of the General Land Office. All royalties due herein shall be based on one hnndred pcmml (IO()%) of the total plant
production of residue gas attributable to gas produced from this lease, and on fifty percent (50%), or that percent accruing to Lessee, whichever is the greater,
oflhe total plant production of liquid hydrocarbons attributable to lhc'#as produced from this lease; provided that if liquid hydrocarbons are recovered from

processed in a plant in which Lessee (or its parent, subsidiary or a mc) owns an t, then lhe age applicable to liquid h)dnudrb()ns shall be
I' ﬂy 'perccnt (50%) or the highest percent accruing to a third party processing gas |.hmugh such plant under a processing agreement negotiated at arm’s length
(orl there is no such third party, the highest percent then being specified in in the industry), whichever is the greater. The

tive royaltics on residue gas and on liquid hydmcubms shall be detcrmined by 1) the hlﬂlcsl market price paid or offered for any gas (or liquid

arbons) of comparable quality in the general arca, or 2) the gross price paid or offered for such residue gas (ur the weighted average gross selling 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 royalucs which would have been due had the gas not been processed.

(D) OTHER PRODUCTS. Royalty on carbon black, sulphur or any other products produced or manufactured from gm (excepting liquid
hydrocarbons) whether said gas be “casinghead,” “dry”, or any o&hﬂ‘;as, by fractionating, bumning or any other p 1/5th
part of the gross production of such products, or the market value therco the option of the owner of the soil or the Cumrmsswm:r of the General Land
Office, such market value to be determined as follows: 1) on the basis of the highest market price of each product for the same month in which such product is
produced, or 2) on the basis of the average gross sale price of each product for the same month in which such products are produced, whichever is the greater.

5. MINIMUM ROYALTY. During any yecar after the expiration of the primary term of this lease, if this lease is maintained by production, the
royalties paid under this lease in no event shall be less than an amount equal (o the total annual delay rental hercin provided; 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 cqual to the total annual rental less the amount of royalties
paid during the preceding year. If Paragraph 3 of this lLuse does not specify a delay rental amount then for the purposes of this paragraph, the delay rental
amount shall be one dollar ($1.00) per acre.

6. ROYALTY IN KIND. Notwithstanding any other provision in this lease, at any time or from time to time, the owner of the soil or the
Commissioner of the General Land Office may, at Ihc option of either, upon not less than sixty (60) days notice 1o the holder of the lease, require that the
payment of any royalties accruing o such royalty owner under this lease be made in kind. The owner of the soil's or the Commissioner of the General 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
abligations, whether express or implied, under this lease.

NO DEDUCTIONS. Lessee agrees that all royalties accruing under this lease (including those paid in kind) shall be without deduction for the
cost of prod m“mgc.rguMng. sloring, separating, treating, dehydmlmms, compressing, processing, transporting, and otherwise making the oil, gas and other
products h ready for sale or use. Lessee agrees to compute pay royalties on the gross value received, including any reimbursements for severance
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 to process | i d g plant. Notwithstanding any other provision of this lease, and subject to the written consent of the
owner of the soi and the Commissioner ol'!hc 6mml Land Office, Lessee may recycle gas for gas lift purposes on the leased premises or for injection into
any oil or gas producing formation underlying the leased premises after the liquid hydrocarbons contained in the gas have been removed: no royallies shall be
payable on the recycled gas until it is pro;uccd 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:

Payment of royalty on production of oil and gas shall be as provided in the rules set forth in the Texas Register. Rules currently provide that
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
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,
accompanied by the affidavit of the owner, manager or other authorized agent, completed in the lorm 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

.
se e

es sa

copy of

True and Correct

Original filed in
Reeves County
Clerks Office



BOok 712 pace 186

i

and market value i 2 gas meler gs, pip receipts, gas line receipts and other checks or memoranda of amount 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, disposition and rnnrkei
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 p shall be acec
by a check stub, schedule, y or other ittance 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 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 accrue a penalty of 10% of the royalty duc or 325,00 whichever is greater. In addition 1o 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 st 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 to prohibit the State's night of forfeiture as provided by law nor act to postpone the date on which
royalties were originally due. The above penalty provisions shall not apply in cases of tide dispute as to the State's portion of the royalty or to that portion of the royalty
in dispute as 1o fair market value.

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

is sold or p d and all subseq apr and di to such contracts within thirty (30) days afler entering into or making such contracts, agreements or
amendments. Such contracts and agreements when received by the General Land Office shall be held in confidence by the General Land Office unless otherwise
authorized by Lessee. All other and d: ining to the production, transportation, sale and marketing of the oil and gas produced on said premises,

including the books and accounts, receipts and dxsch.lrgcs of all wclls unks 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 Governor, or the representative of any of them

(B) PERMITS, DRILLING RECORDS. Written notice of all operations on this lease shall be submitted to the C 1551 of the General Land
Office by Lessee or operator five (5) days before spud date, workover, re-entry, temporary abandonment or plug and abandonment of any well or wells. Such wntten
notice to the General Land Office shall include copies of Railroad C ission forms for application to drill. Copies of well tests, completion reports and plugging

reports shall be supplied to the General Land Office at the time they are filed with the Texas Railroad Commission. 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 "State” in the title. Additionally, in accordance with Railroad C ission rules, any si on the leased premises for the purpose of identifying
wells, tank b ies or other iated impro to the land must also include the word "State.” Lessee shall supply the General Land Office with any records,
memoranda, accounts, reports, cuttings and cores, or other information relative to the operation of the above-described premises, which may be requested by the
General Land Office, in addition to those herein expressly provided for. Lessee shall have an electrical and/or radioactivity survey made on the bore-hole section, from
the base of the surface casing to the total depth of well, of all wells drilled on the above described premises and shall transmit a true copy of the log of each survey on
cach well to the General Land Office within fifteen (15) days after the making of said survey

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

11. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If , during the primary term hereof and prior to discovery and
production of oil or gas on said land, Lessee should drill a dry hole or holes thereon, or if during the primary term hereof and after the discovery and actual production
of oil or gas from the lcased 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 or tenders 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
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
the expiration of the primary term; and if Lessee has not d production in paying quantities at the expiration of the primary term, Lessee may maintain this lease
by conducting additional drilling or reworking operations pursuant lo 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 term or any time thereafter a shut-in oil or gas well is located on the leased premises, payments may be made in accordance with the shut-in provisions hereof.

12. DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM. If, 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 thereafter 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 Lessece additional drilling or reworking operations within sixty (60) days after
such cessation, and this lease shall remain in full force and effect for so long as such operations continue in good faith and 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 quantitics or payment of shut-in oil or gas well royalties or payment of compensatory royaltics is made as
provided herein or as provided by law. If the drilling or reworking operations result in the completion of a well as a dry hole, the lease will not terminate if the Lessee
commences additional drilling or reworking operations within sixty (60) days after the completion of the well 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 written 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
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 quantilics 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 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 quantities. If Paragraph 3 of this lease does not specify a delay rental
amount, then for the purposes of this paragraph, the delay rental amount shall be one dollar ($1.00) per acre. To be effective, each initial shut-in oil or gas royalty
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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) to 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 to be a
producing lcase and the payment shall extend the term of the lease for a period of one year from the end of the primary term, or from the first day of the month
following the month in which production ceased, and, after that, if no suitable production facilities or suitable market for the oil or gas exists, Lessee may extend the
leasc for four more successive periods of one (1) year by paying the same amount cach year on or before the cxpiration of cach shut-in ycar

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, or 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
remainder of the year for which the royalty has been paid. The Lessce may maintain the lease for four more successive years by Lessee paying compensatory royalty at
the royalty rate provided in the lease of the market value of production from the well causing the drainage or which is completed in the same producing reservoir and
within one thousand (1,000) feet of the leased premises. The compensatory royalty is to be paid monthly, onc-half (1/2) to the Commissioner of the General Land
Office and one-half (1/2) to the owner ot‘\hc soil, beginning on or before the last day of the month following the month in which the oil or gas is produced from the well

g the drainage or that is pleted in the same producing reservoir and located within one thousand (1,000) feet of the leased premiscs. If the comy
mya.lty paid in any 12-month period is in an amount less than the annual shut-in oil or gas royalty, Lessce shall pay an amount equal to lhe dnf[err.nce within thirty (30)
days from the end of the 12-month period. Compensatory royalty payments which are not timely paid will accrue penalty and interest in accordance with Paragraph 9 of
this lease, None of these provisions will relieve Lessee of the obligation of ble develop nor the obligation to drill offset wells as provided in Texas Natural
Resources Code 52.173; h , at the d ination of the C: issioner, and with the C issioner’s written approval, the pay of comg 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 capable of producing oil or gas has
been completed on the leased premises, Lessee shall exercise the diligence of a reasonably prudent operator in dnilling such additional 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 event this lease is in force and effect two (2) years after the expiration date of the primary or extended term it shall then terminate
as 1o all of the leased premises, EXCEPT (1) 40 acres surrounding cach oil well capable of producing in paying quantities and 320 acres surrounding cach gas well
capable of producing in paying quantities (including a shut-in oil or gas well as provided in Paragraph 14 hercof), or a well upon which Lessee is then engaged in
continuous drilling or reworking operations, or (2) the number of acres included in a producing pooled unit pursuant to Texas Natural Resources Code 52.151-52.153,
or (3) such greater or lesser number of acres as may then be allocated for production purposes lu a pmmuon unit I'or each such producing well under the rules and
regulations of the Railroad Commission of Texas, or any successor agency, or other go hority having jurisdiction. If at any time after the effective date of
the partial termination provisions hereof, the applicable field rules are changed or Ihc well or wells located thereon are reclassified so that less acreage is thereafter
allocated to said well or wells for production purposes, this lease shall thereupon terminate as to all acreage not thercafter allocated to said well or wells for production
purposes. Notwithstanding the termination of this lease as to a portion of the lands covered hereby, Lessee shall nevertheless continue 1o have the right of ingress to and
cgress from the lands sull subject to this lease for all purposes described in Paragraph | hereof, logether with casements and nights-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 event this lease is in force and effect two (2) years after the expiration date of the pnimary or extended term it shall further
terminate as (o all depths below 100 feet below the total depth drilled (hereinafter "deeper depths®) in each well located on acreage retained in Paragraph 16 (A) above,
unless on or before two (2) years after the primary or extended term Lessee pays an amount equal to one-half (1/2) of the bonus originally paid as consideration for this
lease (as specified on page | hereof), If such amount is paid, this lease shall be in force and effect as to such deeper depths, and said termination shall be delayed for an
additional period of two (2) years and so long thereafler as oil or gas is produced in paying quantities from such deeper depths covered by this lease.

(C) IDENTIFICATION AND FILING. The surface acreage retained hereunder as to each well shall, as nearly as practical, be in the form of a square with
the well located in the center thereof, or such other shape as may be approved by the Commissioner of the General Land Office. Within thirty (30) days after partial
termination of this leasc as provided herein, Lessee shall exccute and record a release or releases containing a satisfactory legal description of the acreage and/or depths
not retained hereunder. The recorded release, or a certified copy of same, shall be filed in the General Land Office, 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 to execute and record such release or releases within nincty (90) days after
being requested to do so by the General Land Office, then the Commissioner at his sole discretion may designate by written instrument the acreage and/or depths 10 be
released hereunder 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. Neither the bonus, delay rentals, nor royalties paid, or to be paid, under this lease shall relieve Lessee of his obligation to protect
the oil and gas under the above-described land from being drained. Lessee, sublessee, receiver or other agent in control of the leased premises shall drill as many wells
as the facts may justify and shall use nppmpnale means and drill to a depth ylop t undue drainage of oil and gas from the leased premises, In addition, if
oil and/or gas should be produced in ities within 1,000 feet of the leased premises, or in any case where the leased premises is being drained by
production of oil or gas, the Lessee, sublessee, teceaver or other agent in control of the leased premises shall in good faith begin the drilling of a well or wells upon the
Ieased premises within 100 days after the draining well or wells or the well or wells completed within 1,000 feet of the leased premises start producing in commercial
quantitics and shall prosecute such drilling with diligence. Failure to satisfy the statutory offset obligation may subject this lease and the owner of the soil's agency
rights 1o forfeiture. Only upon the d ination of the Commissi of the General Land Office and with his written approval may the payment of compensatory
royalty under applicable statutory parameters satisfy the obligation to drill an offset well or wells required under this paragraph

18. FORCE MAJEURE. If] afler a good faith effort, Lessee is prevented from complying with any express or implied covenant of this lease, from
conducting drilling operations on the leased premises, or from producing oil or gas from the leased 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 covenant shall be suspended and Lessee
shall not be liable for damages for failure to comply with such covenants; additionally, this lease shall be extended while Lessee is prevented, by any such cause, from
conducting 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 to 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 lo 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 leased premises by paying any morigage, taxcs or other liens on the
leased premises. If Lessee makes payments on behalf of the owner of the soil under this paragraph, Lessee may recover the cost of these payments from the rental and
rovalties due the owner of the soil

20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the soil owns less than the entire undivided surface estate in the above described
land. whether or not Lessee'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
prop which his bears to the entire undivided surface estate and the royalties and rental herein provided to be paid to the Commissioner of the General
Land Office of the State of Texas shall be likewise proportionately reduced. H . before Lessee adjusts the royalty or rental due 1o the Commissioner of the
General Land Office. Lessee or his authorized representative must submit to the Commissioner of the General Land Office a written statement which explains the
discrepancy between the interest purportedly Icased under this lease and the actual interest owned by the owner of the soil. The Commissioner of the General Land
Offfice shall be paid the value of the whole ptodumon allocable to any undivided interest not covered by a lease, less the proportionate development and production cost
allocable to such undivided interest. However, in no event shall the Commissioner of the General Land Office receive as a royalty on the gross production allocable to
the undivided interest not leased an amount less than the value of onc-sixteenth (1/16) of such gross production.

(B) REDUCTION OF PAYMENTS. If, during the pnimary 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 afler the expiration of the primary term or the extended term, this lease covers a lesser number of acres than the total amount described herein, payments that are
made on a per acre basis h der shall be reduced ding to the number of acres pooled, released, surrendered, or otherwise severed, so that payments determined
on a per acre basis under the terms of this lease during the primary term shall be calculated based upon the ber of acres outside the boundaries of a pooled unit, or,
if after the expiration of the primary term, the ber of acres 11} d and coveted by this lease.

21. USE OF WATER. Lessec shall have the right to use water produced on said land necessary for operations under this lease except water from wells or
tanks of the owner of the soil; provided, however, Lessee shall not use potable water or water suitable for livestock or irrigation purposes for waterflood operations
without the prior consent of the awner of the soil.

22, AUTHORIZED DAMAGES. Lessee shall pay the owner of the soil for damages caused by its operations to all p | property, imp!
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 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 safeguard: llution. Without limiting the
fc llution of coastal wetlands, natural watcrways, rivers and impounded water shall be prevented b)rmeuseorcofmmfmlumsutrwm to, prevent
splllqc,muymmdmmmmm In the event of pollution, Lessee shall use all means at its di | to recapture all escaped hydrocarbons or other

pollutant and shall be responsible for all damage to public and private properties. Lessee shall build and maintain fences around its slush, sump, and drainage pits and
tank batteries so as to protect livestock against loss, damage or injury; and upon completion or abandonment of any well or wells, Lessee shall fill and level all slush
pits and cellars and completely clean up the drilling site of all rubbish thereon. Lessee shall, while conducting operations on the leased premises, kecp sud premises free
ol'lllnl.bblsh.wls.bmlﬁ,mmumwmmofwﬂmwlmﬂuwﬁmdhlmdwumns iginal and c

as is practicable. Tanks and equip will be kept p d and p

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, Lessec may not remove casing from any well capable of producing oil and gas in
paying quantities. Additionally, Lessee may not draw and remove casing until after thirty (30) days written notice to the Commissioner of the General Land Office and
1o the owner of the soil. The owner of the soil shall become the owner of any machinery, fixtures, or casing which are not timely removed by Lessee under the terms of
this paragraph,

27. (A) ASSIGNMENTS. Under the conditions ined in this paragraph and Paragraph 29 of this lease, the rights and estates of either party to this
lease may be assigned, in whole or in part, and the provisions of this lease shall extend to and be binding upon their heirs, 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 cffectiveness of any payment made by Lessee or impair the effectiveness of any act performed by Lessee. And no change or division in
ownership of the land, rentals, or royaltics shall bind I.m fur any purposc until thirty (30) days a!h:r the owner of the soil (or his heirs, devisees, legal representatives
or assigns) fumishes the Lessee with satisfactory written evi of the change in hip, g the original ded iments of title (of a certificd copy of
such original) when the ownership changed t of a conveyance. A total or partial lsSlgnmml of this lease shall, to the extent of the interest assigned, relieve and
discharge Lessee of all subsequent obligations under this lease, If uus lease is assigned in its entirety as 10 only part of the acreage, the right and option (o pay rentals
shall be apportioned as between the several owners ratably, according to the arca of cach, 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; b , 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 to all rights and be subject 1o all obligations, liabilities, and penalties owed to the State by the original lessee or any prior assignee of the
lease, including any liabilities to the State for unpaid royaltics.

(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 C issioner of the General Land Office, this lease is void as of the time of assignment and the agency power
of the owner may be forfeited by the C issioner. An assignment will be treated as if it were made to the owner of the soil if the assignee is:

(1) a nominee of the owner of the soil;

(2) a corporation or subsidiary in which the owner of the soil is a principal stockholder 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 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 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 at any lime exccule and deliver to the owner of the soil

and place of record a release or releases covering any portion or portions of the leased premises, and thereby surrender this lease as 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 surrendered acreage bears to the acreage which was covered by this lease immediately prior to such surrender; however, such release will not
relieve Lessee of any liabilities which may have accrued under this lease prior to the surrender of such acreage

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 situated, and the recorded instrument or a copy of the recorded instrument certified by the County Clerk of the county in which the
instrument is recorded, must be filed in the General Land Office within 90 days of the last execution date accompanied 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 lease of the above-described land have been included in this instrument including 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 agreements conceming the
development of oil and gas from the leased premises which are not contained in this lease render this lease invalid.

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

32. FORFEITURE. If Lessee shall fail or refuse to make the payment of any sum within thirty days after it becomes due, or if Lessee or an authorized
agent should knowingly make any false retum or false report concerning production or drilling, or if Lessee shall fail or refuse to drill any offset 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 to file reports in the manner
required by law or fail to comply with rules and regulations promulgated by the General Land Office, the School Land Board, or the Railroad Commission, or if Lessee
should refuse the proper authority access to the records pertaining to operations, or if Lessee or an authorized agent should knowingly fail or refuse 1o give correct
information to the proper authority, or knowingly fail or refuse to furnish the General Land Office a correct log of any well, or if Lessce 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 to lease under the terms of the Relinquishment Act. However, nothing herein shall be construed as waiving the automatic
termination of this lease by operation of law or by reason of any special limitation ansing hereunder. Forfeitures may be set aside and this lease and all rights thereunder
reinstated before the rights of another intervene upon satisfactory evidence to the Commissioner of the General Land Office of future compliance with the provisions of
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 money that may become due under this lease. By acceptance of this lease, Lessee grants the
State, in addition to the lien provided by Texas Natural Resources Code 52.136 and any other applicable statutory lien, an express contractual lien on and security
interest in all leased minerals in and extracted from the leased premises, all proceeds which may accrue to Lessee from the sale of such leased minerals, whether such
proceeds arc held by Lessee or by a third party, and all fixtures on and improvements to the leased premises used in connection with the production or processing of
such leased minerals in order 1o sccure the payment of all royalties or other amounts duc or 1o become due under this lease and to sccure payment of any damages or
loss that Lessor may suffer by reason of Lessees breach of any covenant or condition of this lease, whether express or implied. This lien and security interest may be
foreclosed with or without court proceedings in the manner provided in the Title |, Chapter 9 of the Texas Business and Commerce Code. Lessee agrees that the
Commissioner may require Lessce 1o execute and record such instruments as may be reasonably necessary to acknowledge, attach or perfect this lien. Lessee hereby
represents that there are no prior or superior liens arising from and relating to Lessee's activities upon the above-described property or from Lessee's acquisition of this
lease. Should the Commissioner at any time determine that this representation is not true, then the Commissioner may declare this lease forfeited as provided herein,

34, POOLING. Lessce is hereby granted the right to pool or unitize the royalty interest of the owner of the soil under this lease with any other leasehold
or mineral interest for the 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 interest of the State under this lease pursuant 1o Texas Natural Resources Code
52.151-52.153. The owner of the soil agrees that the inclusion of this provision in this lease satisfies the execution requirements stated in Texas Natural Resources Code
52.152.

35 INDEMNITY. Lessee hereby releases and discharges the State of Texas aEd the owner of the soil, their officers, employees, panners, 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 activitics
of Lessee, its officers, employees, and agents arising oul of, incidental 10, or resulting from, the operations of or for Lessee on the leased premises hereunder, or that
may arise out of or be occasioned by Lessee's breach of any of the terms or provisions of this Agreement, or by any other negligent or strictly liable act or emission of
Lessee. Further, Lessee hereby agrees to be liable for, exonerate, indemnify, defend and hold harmless the State of Texas and the owner of the soil, their officers,
employees and agents, their successors or assigns, against any and all claims, liabilities, losses, damages, actions, personal injury (including death), costs and expenses,
or other harm for which recovery of damages is sought under any theory including tort, contract, or strict liability, including attorneys' fees and other legal expenses,
including those related to environmental hazards, on the leased premises or in any way related to Lessee's failure to comply with any and all environmental laws; those
ansing from or in any way relaled to Lessee's operations or any other of Lessee's activities on the leased premises; those ansing from Lessee's use of the surface of the
leased premises; and those that may anse 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 to be liable for, exonerate, indemnify, defend and hold harmless the State of Texas and the owner of the soil, their officers,
employees, and agents 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 materials, explosives, toxic materials, or substances regulated as hazardous wastes, hazardous materials, hazardous
substances (as the term "Hazardous Substance™ is defined in the Comprehensive Environmental Response, Compensation and Liability Act (CERCLA), 42
U.S.C. Sections 9601, et seq.), or toxic substances under any federal, state, or local law or regulation ("Hazardous Materials”™), except ordinary products
commonly used in connection with oil and gas exploration and development operations and stored in the usual manner and quantities. LESSEE'S
VIOLATION OF THE FOREGOING PROHIBITION SHALL CONSTITUTE A MATERIAL BREACH AND DEFAULT HEREUNDER AND
LESSEE SHALL INDEMNIFY, HOLD HARMLESS AND DEFEND THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND
AGAINST ANY CLAIMS, DAMAGES, JUDGMENTS, PENALTIES, LIABILITIES, AND COSTS (INCLUDING REASONABLE ATTORNEYS'
FEES AND COURT COSTS) CAUSED BY OR ARISING OUT OF (I) A VIOLATION OF THE FOREGOING PROHIBITION OR (II) 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 applicable statutes and amendments thereto, and if any provision in this lease does not conform to these statutes, the
statutes will prevail over any nc forming lease provisions,

38. EXECUTION. This oil and gas lease must be signed and acknowledged by the Lessee before it is filed of record in the county records and in
the General Land Office of the State of Texas. Once the filing requirements found in Paragraph 39 of this lease have been satisfied, the 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 leasc 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 OFf
fice i in al:mrdmoc with Texas Natural Resources Code 52. 183. Additionally, this lease shall not be binding upon the State unless it recites the actual and true

ion paid or promised for ion 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 $24.00 for years two and three of this lcase 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 $2,412.00 has not been paid and if the fourth year
rental is not paid then this lease will expire. One half (%) of the fourth year rental will be paid to the Lessor and one half (%) will be paid to the State of
Texas. Rental for the fifth year is included in the fourth year rental and if the fourth year rental is paid then no additional rentals are due under this lease.
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Before me, the undersigned authority, on this day personally appeared Susan Luckel Christie, dealing in her sole and separate
property, known 1o me to be the persons whose names are subscribed 10 the foregoing instrument, and acknowledged to me that
they executed the same for the purposes and consideration thercin expressed.

Given under my hand and seal of office this the { | day of f\— u(}i i g‘f' , 2005.
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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 Qq s day of
\.u}‘vt.-? - , 2005.
P ’ " / N ‘L‘» 2
JUDITH K. WILLIAMS ; Nolar& Public in and for the State of Texas

MY COMMISSION EXPIRES
February 7, 2009
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FILE # 2551
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Genersd Land Office
Relinquishment Act Lease Form

@‘)g étate Uf @exag

Austin, Texas

Lodgs: e,

OIL AND GAS LEASE

THIS AGREEMENT is made and entered into this 22 day of January , 2007, between the State of Texas, acting

by and through its agent, James Robert Hill, Individually, and Co-Trustee, Virginia Glenn Hill Lattimore, Individually, and Co-Trustee, and John A.
Styrsky, Co-Trustee of the Houston and Emma Hill Trust Estate and Agent for the State of Texas of 500 Wes! Seventh Street, Suite, 1802, Fort Worth,
Texas 76102-4772

said agent herein referred to as the owner of the soil (whether one or more), and . CHESAPEAKE EXPLORATION LIMITED PARTNERSHIP, an
Oklahoma limited partnership, of P.O. Box 18496, Oklah City, Oklah 73154-0496, hereinafter called Lessee.

e @
. »

1. GRANTING CLAUSE. For and in consideration of the amounts staled below and of the covenants and agreements lo be paid, kept and ea @« :
performed by Lessee under this lease, the State of Texas acting by and through the owner of the solil, 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, sloring oil and buikding power
stations, telephone lines and other structures thereon, to produce, save, take care of, treat and transport said products of the lease, the following lands
situated in __Reeves _ County, State of Texas, to-wit:

Block 45, Public School Land Survey, A-3655 ~ | .
Section 2: All, General Land Office File No. 119585 Ly
.
LA RN ]
-
LA LN ]
e .
- .
Containing_______ 640  acres, more or less. The bonus consideration paid for this lease is as follows: .o

Tothe State of Texas __Forty One Thousand Seventy Two and 00/100
Dollars ($ 41.072.00 )

To the owner of the soil: Forty One Thousand Seventy Two and 00/100
Dollars ($_41.072.00 )

Total bonus consideration:_Eighty Two Thousand One Hundred Forty Four and 00/100
Dollars ($_8§2,144.00 )

The total bonus consideration paid represents a bonus of Three Hundred Two Dollars ($302.00) per acre, on __272.0 _ net acres.

2. TERM. Subject to the other provisions in this lease, this lease shall be for aterm of FIVE (§) 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.
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3. DELAY RENTALS. If no well is commenced on the leased premises on or before one (1) year from this date, this lease shall terminate,
unless on o before such anniversary date Lessee shall pay or tender to the owner of the soil or to his credit in the THIS 1S A PAID UP LEASE: SEE
PARAGRAPH 40 Bank at
Or #s 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 Delay Rental:

(Dollars  §, )

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

4. PRODUCTION ROYALTIES. Upon production of oil and/or gas, Lessee agrees lo pay or cause to be paid one-half (1/2) of the royalty provided for in
this 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 payable on oil, which is defined as including all hydrocarbons produced in a liquid form at the mouth of the well and also as
all condensate, distillate, and other liquid hydrocarbons recovered from oil or gas run through a separator or other equipment, as hereinafter provided,
shall be 22,5% part of the gross production or the market value thereof, at the option of the owner of the scil or the Commissioner of the General
Land Office, such value to be determined by 1) the highest 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 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 free of cost to the royalty owners through an adequate oil
and gas separator of conventional type, or other equipment al least as efficient, 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 they prescribe.

(B) NON PROCESSED GAS. Royalty on any gas (including flared gas), which is defined as all hydrocarbons and gaseous subslances not
defined as oil in subparagraph (A) above, produced from any well on said land (except as provided herein with respect to gas processed in a plant for
the extraction of gasoline, liquid hydrocarbons or other products) shall be 22.5% part of the gross production or the market value thereof, at the
option of the owner of the soil or the Commissioner of the General Land Office, such value to be based on the highest market price paid or offered for
gas of comparable quality in the general area where produced and when run, or the gross price paid or offered to the producer, whichever is the grealer;
provided that the maximum pressure base in measuring the gas under this lease shall not at any lime exceed 14.65 pounds per square inch absolute,
and the standard base temperature shall be sixty (60) degrees Fahrenheit, correction to be made for pressure according to Boyle's Law, and for specific
gravity according to tests made 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. Royalty on any gas processed in a gasoline plant or other plant for the recovery of gasoline or other liquid
hydrocarbons shall be 22.5% part of the residue gas and the liquid hydrocarbons extracted or the market value thereof, at the option of the owner
of the soil or the Commissioner of the General Land Office. All royalties due herein shall be based on one hundred percent (100%) of the total plant
production of residue gas attributable to gas produced from this lease, and on fifty percent (50%), or that percent accruing to Lessee, whichever is the
greater, of the total plant production of liquid hydrocarbons atiributable to the gas produced from this lease; provided that if liquid hydrocarbons are
recovered from gas processed in a plant in which Lessee (or its parent, subsidiary or affiliate) owns an interest, then the percentage applicable to liquid
hydrocarbons shall be fifty percent (50%) or the highest percent accruing to a third party processing gas through such plant under a processing
agreement negotiated at arm’s length (or if there is no such third party, the highest percent then being specified in processing agreements or contracts in
the industry), whichever is the greater. The respective royalties on residue gas and on liquid hydrocarbons shall be determined by 1) the highest market
price paid or offered for any gas (or liquid hydrocarbons) of comparable quality in the general area, or 2) the gross price paid or offered for such residue
gas (or the weighted average gross selling 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 products produced or manufactured from gas (excepting liquid
hydrocarbons) whether said gas be "casinghead,” “dry,” or any other gas, by fractionating, burning or any other processing shall be 22.5%
part of
the gross production of such products, or the market value thereof, at the option of the owner of the sail or the Commissioner of the General Land Office,
such market value to be determined as follows: 1) on the basis of the highest market price of each product for the same month in which such produc! s
produced, or 2) on the basis of the average gross sale price of each product for the same month in which such products are produced; whichever is the
greater.

5. MINIMUM ROYALTY. During any year after the expiration of the primary term of this lease, if this lease is maintained by production, the
royalties paid under this lease in no event shall be less than an amount equal to the total annual delay rental herein provided; otherwise, there shall be
due and payable on or before the last day of the month succeeding the anniversary date of this lease a sum equal to the total annual rental less the
amount of royalties paid during the preceding year. If Paragraph 3 of this lease does not specify a delay rental amount, then for the purposes of this
paragraph, the delay rental amount shall be one dollar ($1.00) per acre.
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6. ROYALTY IN KIND. Notwithstanding any other provision in this lease, at any time or from time to time, the owner of the soil or the
Commissioner of the General Land Office may, at the option of either, upon not less than sixty (60) days notice to the hoider of the lease, require that the
payment 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 General
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 nghts
or Lessee’s obligations, whether express or implied, under this lease.

7. NO DEDUCTIONS. Lessee agrees that all royalties accruing under this lease (including those paid in kind) shall be without deduction for
the cost of producing, gathering, storing, separating, treating, dehydrating, compressing, processing, transporting, and otherwise making the oil, gas and
other products hereunder ready for sale or use. Lessee agrees to compute and pay royalties on the gross value received, including any reimbursements
for severance taxes and production related costs.

8. PLANT FUEL AND RECYCLED GAS. No royalty shall be payable on any gas as may represent Lhis lease’s proportionate share of any fuel
used to process gas produced h der in any pr ing plant. Notwithstanding any other provision of this lease, and subject o the written consent of
the owner of the soil and the Commissioner of the General Land Office, Lessee may recycle gas for gas lift purposes on the leased premises or for
injection into any oil or gas producing formation underlying the leased premises after the liquid hydrocarbens contained in the gas have been removed;
no royalties shall be payable on the recycled gas until it is produced and sold or used by Lessee in a manner which entitles the royalty owners lo a
royalty under this lease.

9. ROYALTY PAYMENTS AND REPORTS. All royalties nol taken in kind shall be paid to the Commissioner of the General Land Office at
Austin, Texas, in the following manner:

Payment of royaity on production of oil and gas shall be as provided in the rules set forth in the Texas Register. Rules cumrently provide that royaity 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 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,
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 cil and gas, logether with a copy of all documents,
records or reporis confirming the gross production, disposition and market value including gas meter readings, pipeline receipts, gas line receipts and
other checks or memoranda of amount produced and put into pipelines, lanks, 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, disposition and market value. In all cases the authority of a manager or agent
to act for the Lessee herein must be filed in the General Land Office. Each royalty payment shall be wpanied by a check stub, schedule, summary
or other remittance advice showing by the assigned General Land Office lease number the amount of royaity 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 accrue a penalty of 10% of the royalty due or $25.00 whichever is greater. In addition
lo a penalty, royalties shall accrue inlerest at a rate of 12% per year, such interest will begin to accrue when the royaity 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 to prohibit the State's
right of forfeiture as provided by law nor act to postpone the dale on which royalties were originally due. The above penalty provisions shall not apply in
cases of title dispute as to the State's portion of the royalty or 1o that portion of the royalty in dispute as to fair markel 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 oil and gas reserves underlying this lease or allocable to this lease and shall fumnish said Commissioner with copies of
all contracts under which gas is sold or processed and all subsequent agreements and amendments to such contracts within thirty (30) days after
enlering into or making such contracts, agreements or amendments. Such conlracts and agreements when received by the General Land Office shall be
held in confidence by the General Land Office unless otherwise authorized by Lessee. All other contracts and records pertaining to the production,
transportation, sale and marketing of the oil and gas produced on said premises, including the books and accounts, receipts and discharges of all wells,
tanks, pools, meters, and pipelines shall at all times be subject lo inspection and ination by the Commissioner of the General Land Office, the
Attorney General, the Governor, or the representative of any of them.

(B) PERMITS, DRILLING RECORDS. Written notice of all operations on this lease shall be submitted to the Commissioner of the General
Land Office by Lessee or operator five (5) days before spud date, workover, re-entry, temporary abandonment or plug and abandonment of any well or
wells. Such written notice to the General Land Office shall include copies of Railroad Commission forms for application to drill. Copies of well lests,
completion reports and plugging reports shall be supplied to the General Land Office at the time they are filed with the Texas Railroad Commission. All
applications, permits, reports or other filings that reference this lease or any specific well on the leased premises and that are submitted 1o the Texas
Railroad Commission or any other governmental agency shall include the word "State” in the title. Additionally, in accordance with Railroad Commission
rules, any signage on the leased premises for the purpose of identifying wells, tank batteries or other associated improvements lo the land must also
include the word “State.” Lessee shall supply the General Land Office with any records, memoranda, accounts, reports, cuttings and cores, or other
information relative to the operation of the above-described premises, which may be requested by the General Land Office, in addition to those herein
expressly provided for. Lessee shall have an electrical and/or radioactivity survey made on the bore-hole section, from the base of the surface casing 1o
the total depth of well, of all wells drilled on the above described premises and shall transmit a true copy of the log of each survey on each well to the
General Land Office within fifteen (15) days after the making of said survey.

(C) PENALTIES. Lessee shall incur a penalty whenever reports, documents or other materials are nol filed in the General Land Office when
due. The penalty for late filing shall be set by the General Land Office administrative rule which is effective on the date when the materials were due in
the General Land Office.

11. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If, during the primary term hereof and prior to discovery and
production of oil or gas on said land, Lessee should drill a dry hole or holes thereon, or if during the primary term hereof and after the discovery and
actual production of oil or gas from the leased premises such production thereof should cease from any cause, this lease shall not terminate if on or
before the expiration of sidy (60) days from date of completion of said dry hole or cessation of production Lessee commences addilional drilling or
reworking operations thereon, or pays or tenders 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 completed and abandoned, or the production of oil or gas should cease for any cause,
Lessee's nghts 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 expiration of the pnmary term, Lessee may maintain this lease by conducting additional drilling or reworking
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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 term or any time thereafter a shut-in oil or gas well is located on the leased premises, payments may be made in accordance

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 rewarking operations thereon, this lease shall remain in force so long as operations on
said well or for drilling or reworking of any additional wells 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 resutt in the production of oil and/or gas, so long thereafter 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 ol or gas from the leased
premises, after once obtained, should cease from any cause, this lease shall not terminate if Lessee commences additional drilling or reworking
operations within sixty (60) days after 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 d premises in paying quantities or payment
of shut-in oil or gas well royalties or payment of compensatory royalties is made as provided herein or as provided by law. If the drilling or reworking
operations result in the completion of a well as a dry hole, the lease will not terminate if the Lessee commences additional drilling or reworking
operations within sixty (60) days after the completion of the well 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 written 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 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 markel, 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 sach well capable of producing ol or gas in paying quantities. If
Paragraph 3 of this lease does not specify a delay rental amount, then for the purp of this paragraph, the delay rental amount shall be one dollar
($1.00) per acre. To be effective, each initial shut-in oll or gas royalty must be paid on or before: (1) the expiration of the primary term, (2) 60 days after
the Lessee ceases 1o produce oil or gas from the leased premises, or (3) 60 days afler Lessee completes a drilling or reworking operalion in accordance
with the lease provisions; whichever date is latest. Such payment shall be made one-half (1/2) to the Commissioner of the General Land Office and one-
half (1/2) to the owner of the soil. If the shul-in oil or gas royalty is paid, the lease shall be considered 1o be a producing lease and the payment shall
extend the term of the lease for a period of one year from the end of the primary term, or from the first day of the month following the month in which
production ceased, and, after that, if no suitable production facilities or suitable market for the oil or gas exists, Lessee may extend the lease for two
more successive periods of one (1) year by paying the same amount each year on or before the expiration of each shut-in year.

15. COMPENSATORY ROYALTIES. If, during the period the lease is kepl in effecl by payment of the shut-in oil or gas royalty, oil or gas s
sold and delivered in paying quantities from a well located within one thousand (1,000) feet of the leased premises and completed in the same producing
reservoir, or in any case in which 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 remainder of the year for which the royalty has been paid. The Lessee may maintain the lease for four more
successive years by Lessee paying compensatory royalty at the royalty rate provided in the lease of the market value of production from the well causing
the drainage or which is completed in the same producing reservoir and within one thousand (1,000) feet of the leased premises. The compensatory
royalty is to be paid monthly, one-half (1/2) to the Commissioner of the General Land Office and one-half (1/2) to the owner of the soil, beginning on or
before the last day of the month following the month in which the oil or gas is produced from the well causing the drainage or that is completed in the
same producing reservoir and located within one thousand (1,000) feet of the leased premises. If the compensatory royalty paid in any 12-month period
is an amount less than the annual shut-in oil or gas royalty, Lessee shall pay an amount equal to the difference within thirty (30) days from the end of the
12-month period. Compensatory royalty payments which are not timely paid will accrue penalty and interest in accordance with Paragraph 9 of this
lease. None of these provisions will relieve Lessee of the obligation of reasonable development nor the obligation o drill offset wells as provided in
Texas Natural Resources Code 52,173; however, at the determination of the Commissioner, and with the Commissioner’s written approval, the payment
of compensatory royallies can satisfy the obligation to drill offset wells.

16. RETAINED ACREAGE. Notwithstanding any provision of this lease to the contrary, after a well producing or capable of producing oil or
gas has been compieted on the | d premises, Lessee shall exercise the diligence of a reasonably prudent operator in drilling such additional 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 event this lease Is in force and effect two (2) years after the expiration dale of the primary or extended term it shall then
terminate as to all of the leased premises, EXCEPT (1) 40 acres surrounding each oil well capable of producing in paying quantities and 320 acres
surrounding each gas well capable of producing in paying quantities (including a shut-in oll or gas well as provided in Paragraph 14 hereof), or a well
upon which Lessee is then engaged in continuous drilling or reworking operations, or (2) the number of acres included in a producing pooled unit
pursuant to Texas Nutural Resources Code 52.151-52.154, or (3) such greater or lesser number of acres as may then be allocated for production
purposes to a proration unit for each such producing well under the rules and regulations of the Railroad Commission of Texas, or any successor
agency, or other governmental authority having jurisdiction. If at any time after the effective date of the partial termination provisions hereof, the
applicable field rules are changed or the well or wells located thereon are reclassified so thet less acreage is thereafter allocated to said well or wells for
production purposes, this lease shall thereupon terminate as to all acreage not thereafter allocated to said well or wells for production purposes.
Notwithstanding the termination of this lease as to a portion of the lands covered hereby, Lessee shall nevertheless continue to have the right of ingress
to and egress from the lands still subject to this lease for all purposes described in Paragraph 1 hereof, together with easements and rights-of-way for
existing roads, existing pipelines and other existing facilities on, over and across all the lands described in Paragraph 1 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.
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(B) HORIZONTAL. In the event this lease is in force and effect two (2) years after the expiration date of the primary or extended term it shall
further lerminate as lo all depths below 100 feet below the total depth drilled (hereinafter *deeper deplhs”) in each well located on acreage retained in
Paragraph 16 (A) above, unless on or before two (2) years after the primary or extended term Lessee pays an amount equal to one-half (1/2) of the
bonus originally paid as consideration for this lease (as specified on page 1 hereof). If such amount is paid, this lease shall be in force and effect as to
such deeper depths, and said termination shall be delayed for an additional period of two (2) years and so long thereafter as oil or gas is produced in
paying quantities from such deeper depths covered by this lease.

(C) IDENTIFICATION AND FILING. The surface acreage relained hereunder as lo each well shall, as nearly as practical, be in the form of a
square with the well located in the center thereof, or such other shape as may be approved by the Commissioner of the General Land Office. Within
thirty (30) days after partial termination of this lease as provided herein, Lessee shall execute and record a release or releases conlaining a satisfactory
legal description of the acreage and/or depths not retained hereunder. The recorded release, or a certified copy of same, shall be filed in the General
Land Office, accompanied by the filing fee p ribed by the G | Land Office rules in effect on the date the release is filed. If Lessee fails or refuses
to execute and record such release or releases within ninety (90) days after being requested to do so by lhe General Land Office, then lhe
Commissioner at his sole discretion may designate by written instrument the acreage and/or depths to be released hereunder 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. Neither the bonus, delay rentals, nor royalties paid, or lo be paid, under this lease shall relieve Lessee of his obligation
to protect the oil and gas under the above-described land from being drained. Lessee, sublessee, receiver or other agent in control of the leased
premises shall drill as many wells as the facts may justify and shall use appropriate means and drill to a depth necessary to prevent undue drainage of
oil and gas from the leased premises. In addition, if oil and/or gas should be produced in commercial quantities within 1,000 feet of the leased premises,
or in any case where the leased premises is being drained by production of il or gas, the Lessee, sublessee, receiver or other agent in control of the
leased premises shall in good faith begin the drilling of a well or wells upon the leased premises within 100 days after the draining well or wells or the
well or wells completed within 1,000 feet of the leased premises start producing In commercial quantities and shall prosecute such drilling with diligence.
Only upon the determination of the Commissioner of the General Land Office and with his written approval may the payment of compensatory royalty
under applicable statutory parameters satisfy the obligation to drill an offset well or wells required under this paragraph.

18. FORCE MAJEURE. If, after a good faith effort, Lessee is prevented from complying with any express or implied covenant of this lease,
from conducling drilling operations on the leased premises, or from producing oil or gas from the leased 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
covenant shall be suspended and Lessee shall not be liable for damages for failure to comply with such covenants; additionally, this lease shall be
extended while Lessee is prevented, by any such cause, from conducting 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 to maintain this lease in effect during the primary term
in the absence of such drilling or reworking operations or production of oil or gas.

19. WARRANTY CLAUSE. The owner of the soil warrants and agrees to defend litle to 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 leased premises by paying any morigage,
taxes or other liens on the leased premises. I Lessee makes payments on behalf of the owner of the sail 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 proportion which his interest bears to the entire undivided surface estate and the royallies and rental herein provided to be paid to
the Commissioner of the General Land Office of the State of Texas shall be likewise proportionately reduced. However, before Lessee adjusts the
royaity or rental due to the Commissioner of the General Land Office, Lessee or his authorized representative must submit to the Commissioner of the
General Land Office a written statement which explains the discrepancy between the interest purportedly leased under this lease and the actual interest
owned by the owner of the soil. The Commissioner of the General Land Office shall be paid the value of the whole production allocable to any undivided
interest not covered by a lease, less the proportionate development and production cost allocable to such undivided interest. However, in no event shall
the Commissioner of the General Land Office receive as a royalty on the gross production 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, or if, at any lime afler the expiration of the primary term or the extended lerm, this lease covers a lesser number of acres than the total
amount described herein, payments that are made on a per acre basis hereunder shall be reduced according to the number of acres pooled, released,
surrendered, or otherwise severed, so that payments determined on a per acre basis under the terms of this lease during the primary term shall be
calculated based upon the number of acres outside the boundaries of a pooled unit, or, if afler the expiration of the primary term, the number of acres
actually retained and covered by this lease.

21. USE OF WATER. Lessee shall have the right to use water produced on said land necessary for operations under this lease except water
from wells or tanks of the owner of the soil; provided, however, Lessee shall not use potable water or water suitable for livestock or irrigation purposes
for waterflood operations without the prior consent of the owner of the soil.

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

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

24. WELL LOCATION LIMIT. No well shall be drilled nearer than two hundred (200) feet to any house or barn now on said premises without
the written consent of the owner of the soil.
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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 1o prevent spillage, seepage or ground water contamination. In the event of poliution, Lessee shall use all means al its disposal to
recapture all escaped hydrocarbons or other pollutamt and shall be responsible for all damage to public and private properties. Lessee shall build and
maintain fences around its slush, sump, and drainage pits and tank batteries so as to protect livestock against loss, damage or injury; and upon
cor on or aband of any well or wells, Lessee shall fill and level all slush pits and cellars and completely clean up the drilling site of all rubbish
thereon Lessee shall, while conducting operations on the leased premises, keep said premises free of all rubbish, cans, bottles, paper cups or garbage,
and upon completion of operations shall restore the surface of the land to as near its original condition and contours as is practicable. Tanks and
equspment will be kept painted and presentable.

26. REMOVAL OF EQUIPMENT. Subject to limitations in this paragraph, Lessee shall have the right to remove machinery and fidures 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 quantities. Additionally, Lessee may nol draw and remove casing until after thirty (30) days written
notice to the C issi of the G | Land Office and to the owner of the soil. The owner of the soil shall become the owner of any machinery,
fodures, or casing which are not timely removed by Lessee under the terms of this paragraph.

27. (A) ASSIGNMENTS. Under the conditions contained in this paragraph and Paragraph 29 of this lease, the rights and estates of either
party to this lease may be assigned, in whole or in part, and the provisions of this lease shall extend to and be binding upon their heirs, devisees, legal
representatives, successors and assigns. However, a change or division in ownership of the land, rentals, or royalties will not enlarge the obligations of
Lessee, diminish the rights, privileges and estates of Lessee, impair the effectiveness of any payment made by Lessee or impair the effectiveness of any
act performed by Lessee. And no change or division in ownership of the land, rentals, or royalties shall bind Lessee for any purpose until thirty (30) days
after the owner of the soil (or his heirs, devisees, legal representatives or assigns) furnishes the Lessee with satisfactory written evidence of the change
in ownership, including the original recorded muniments of titie (or a certified copy of such original) when the ownership changed because of a
conveyance. A total or partial assignment of this lease shall, to the extent of the interest assigned, relieve and discharge Lessee of all subsequent
obligations under this lease. If this lease is assigned in its entirety as to only part of the acreage, the right and option to pay rentals shall be apportioned
as between the several owners ratably, according to the area of each, and failure by one or more of them to pay his share of the rental shall not affect
this lease on the part of the land upon which pro rata rentals are timely paid or tendered; however, if the assignor or assignee does nol file a 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 to all rights and be subject to all obligations, iabilties, and penalties owed to the State by the
original lessee or any prior assignee of the lease, including any liabilities to the State for unpaid royalties.

(B) ASSIGNMENT LIMITATION. Notwithstanding any provision in Paragraph 27(a), if the owner of the soil acquires this lease in whole or in
part 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 Commissioner. An assignment will be treated as if it were made to the owner of the soil if the
assignee is:

(1) a nominee of the owner of the soll;

(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 sail is a partner or is an employee of such a partnership;

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

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

(6) a fiduciary for the owner of the soil; including but not limited to a guardian, trustee, stor, admink , receiver, or conservator for the

owner of the soil; or

(7) a famity member of the owner of the soil or related to the owner of the soil by mamiage, blood, or adoption.

28. RELEASES. Under the conditions contained in this paragraph and Paragraph 29, Lessee may at any time execute and deliver to the
owner of the soil and place of record a release or releases covering any portion or portions of the leased premises, and thereby surrender this lease as
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 surrendered acreage bears to the acreage which was covered by this lease
immediately prior to such suender; however, such release will nct relieve Lessee of any liabilities which may have accrued under this lease prior to the
surrender of such acreage.

29. FILING OF ASSIGNMENTS AND RELEASES. 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 situated, and the recorded instrument, or a copy of the recorded instrument certified by the County Clerk of the
county in which the instrument is recorded, must be filed in the General Land Office within 90 days of the last execution date accompanied 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 1o the lease of the above-described land have been included in this instrument,
including the statement of the true consideration to be paid for the execution of this lease and the rights and dulies of the parties. Any collateral
agreements concerning the development of oil and gas from the leased premises which are nol contained in this lease render this lease invalid.

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

32. FORFEITURE. If Lessee shall fail or refuse to make the payment of any sum within thirty days after t becomes due, or if Lessee or an
authorized agent should knowingly make any false return or false report concerning production or drilling, or if Lessee shall fail or refuse to drill any
offset 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 to file reports in the manner required by law or fail to comply with rules and regulations promuigated by the General Land Office, the School
Land Board, or the Railroad Commission, or if Lessee should refuse the proper authority access to the records pertaining to operations, or if Lessee or
an authorized agent should knowingly fail or refuse to give correct information to the proper authority, or knowingly fail or refuse to furnish the General
Land Office a correct log of any well, or if Lessee shall knowingly violate any of the material provisions of this lease, or if this lease is assigned and the
assignment is not filed in the General Land Office as required by law, the rights acquired under this lease shall be subject to forfeiture by the
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Commissioner, and he shall forfeit same when sufficiently informed of the facts which authorize a forfeiture, and when forfeited the area shall again be
subject lo lease under the terms of the Relinquishment Act. However, nothing herein shall be construed as waiving the automatic termination of this
lease by operation of law or by reason of any special limitation arising hereunder, Forfeitures may be set aside and this lease and all rights thereunder
reinstated before the rights of another intervene upon satisfactory evidence to the Commissioner of the General Land Office of future compliance with
the provisions of 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 money that may become due under this lease. By acceplance of
this lease, Lessee grants the State, in addition to the lien provided by Texas Natural Resources Code 52.136 and any other applicable statutory lien, an
express contractual lien on and security interest in all leased minerals in and extracted from the leased premises, all proceeds which may accrue to
Lessee from the sale of such leased minerals, whether such proceeds are held by Lessee or by a third party, and all fixtures on and improvements lo the
leased premises used in ction with the production or processing of such leased minerals in order to secure the payment of all royalties or other
amounts due or 1o become due under this lease and to secure payment of any damages or loss that Lessor may suffer by reason of Lessee’s breach of
any covenant or condition of this lease, whether express or implied. This lien and security interest may be foreclosed with or without court proceedings in
the manner provided in the Title 1, Chap. 9 of the Texas Business and Commerce Code. Lessee agrees that the Commissioner may require Lessee to
execute and record such instruments as may be reasonably necessary to acknowledge, attach or perfect this lien. Lessee hereby represents that there
are no prior or superior liens arising from and relating to Lessee’s activities upon the above-described property or from Lessee’s acquisition of this lease.
Should the Commissioner at any time determine that this representation is not true, then the Commissioner may declare this lease forfeited as provided
herein,

34. POOLING. Lessee is hereby granted the right to pool or unitize the royaity interest of the owner of the soil under this lease with any other
leasehold or mineral interest for the exploration, development and production of oil or gas or either of them upon the same terms as shall be approved
by the School Land Board and the Commissioner of the General Land Office for the pooling or unitizing of the interest of the State under this lease
pursuant to Texas Natural Resources Code 52.151-52.154. The owner of the soil agrees that the inclusion of this provision in this lease salisfies the
execution requirements stated in Texas Natural Resources Code 52.152.

35. INDEMNITY. Lessee hereby releases and discharges the State of Texas and the owner of the soll, their officers, employees, partners,
agents, contractors, subcontractors, guests, invitees, and Lheir 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, bul not limited to, all losses and

which are d by the activities of Lessee, its officers, employees, and agents arising out of, incidental to, or resulting from, the operations
dorforLuuaonmalauedpremashormdc or that may arise 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 omission of Lessee. Further, Lessee hereby agrees Lo be liable for, exonerate, indemnify,
defend and hold harmless (he State of Texas and the owner of the soil, their officers, employees and agents, lheir successors or assigns, against any
and all claims, liabilities, losses, damages, actions, personal injury (including death), costs and expenses, or other harm for which recovery of damages
is sought, under any theory including tort, contract, or strict liability, including attorneys' fees and other legal expenses, including those related to
environmental hazards, on the leased premises or in any way related to Lessee’s failure lo comply with any and all environmental laws; those arising
from or in any way related to Lessee's operations or any other of Lessee's activilies 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 Agr t
or any other act or omission of Lessee, its directors, officers, employees, pariners, agenis, contractors, subcontractors, guests, invilees, and their
respeclive successors and assigns. Each assignee of this Agreement, or an interest therein, agrees to be liable for, exonerate, indemnify, defend and
hold harmiess the State of Texas and the owner of the soil, their officers, employees, and agents in the same manner provided above in connection with
the activities of Lessee, its officers, employees, and agents as described above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF
THE INDEMNITY OBLIGATIONS AND\OR LIABILITIES ASSUMED UNDER THE TERMS OF THIS AGREEMENT SHALL BE 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.

36. ENVIRONMENTAL HAZARDS. Lessee shall use the highest degree of care and all reasonable safeguards lo prevent contamination or
pollution of any environmental medium, including soil, surface waters, groundwater, sediments, and surface or subsurface strata, ambient air or any
other environmental medium in, on, or under, the leased premises, by any waste, pollutant, or contaminant. Lessee shall not bring or permi to remain on
the leased premises any asbestos containing materials, explosives, toxic materials, or substances regulated as hazardous wasles, hazardous malerials,
hazardous substances (as the lerm “Hazardous Substance” is defined in the Comprehensive Environmental Response, Compensation and Liability Act
(CERCLA), 42 U.S.C. Seclions 9601, et seq.), or loxic substances under any federal, state, or local law or regulation ("Hazardous Materials"), except
ordinary products commonly used in connection with oll and gas exploration and development operations and stored in the usual manner and quantities.
LESSEE'S VIOLATION OF THE FOREGOING PROHIBITION SHALL CONSTITUTE A MATERIAL BREACH AND DEFAULT HEREUNDER AND
LESSEE SHALL INDEMNIFY, HOLD HARMLESS AND DEFEND THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND AGAINST
ANY CLAIMS, DAMAGES, JUDGMENTS, PENALTIES, LIABILITIES, AND COSTS (INCLUDING REASONABLE ATTORNEYS' FEES AND COURT
COSTS) CAUSED BY OR ARISING OUT OF (1) A VIOLATION OF THE FOREGOING PROHIBITION OR (2) 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 applicable statutes and amendments thereto, and if any provision in this lease does not conform lo these
statutes, the statutes will prevail over any nonconforming lease provisions.
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38. EXECUTION. This oil and gas lease mus! be signed and acknowledged by the Lessee before il 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 salisfied, 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 s 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 Office in accordance with Texas Natural Resources Code 52.183. Additionally, this lease shall not be binding upon the State unless it
recies 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 $_544.00 for years two and three of this lease have been prepaid. One half (1/2) of this amount has been paid
to the Lessor and one half (1/2) has been paid to the STATE OF TEXAS. Rental for the fourth year in the amount of $_54,672.00 has not been paid
and if the fourth year rental is not paid then this lease will expire. One half (1/2) of the fourth year rental will be paid to the Lessor and one-half (1/2) 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.

41. See “ADDEDNDUM TO LEASE" for additional provisions

Lessee
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STATE OF _OKLAHOMA
COUNTY OF QKLAHOMA SUsSa

This instrument was acknowledged before me on the is-T%day of 2007, by

(CORPORATION ACKNOWLEDGMENT)
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STATE OF % Loo %24,&:;395.9%00“}?
4 4 ADIAN o
COUNTY OF _. T \AG g™

BEFORE ME, the undersigned autharity, on this day personally appeared James ¢ ally and as f a
known to me to be the person whose name is subscribed to the foregoing instruments as and acknowledged
to me that he execuled the same for the purposes and consideration therein expressed.

is the (a I ay of ,gl'g}lww-ml 20071

SHEILA D. RICHARDS
NOTARY PUBLIC
STATE OF TEXAS

I Cormm Exp. 06-27-2009
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STATE OF

r
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BEFORE ME, the undersigned authority, on this day personally appeared 12 Gl : : idually and as ¢
i known to me to be the persons whose names are subscribed to the fotogoing instrument, and
acknowledged to me that they execuled the same for the purposes and consideration therein expressed.

SHEILA D. HICHAHDS
NOTARY PUBLIC

STATE OF TEXAS
Ity Covnm, Exp. 06-27-2009

STATE OF (J-PALM/ =

COUNTY OF

————

BEFORE ME, the undersigned authority, on this day personally appeared John A, Stwsky, Individually a 5 stee of the Houston an 2
known to me to be the persons whose names are subscribed to the foregoing instrument, and acknowledged to me
that they executed the same for the purposes and consideration therein expressed.

Given under my hand and seal of office this the !Q_Q\duy of
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SHEILA D. RICHARDS
NOTARY PUBLIC
STATE OF TEXAS

My Coremy Exp. 06-27-2009
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Notary Public in and for.
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ADDENDUM TO LEASE

Attached to and made a part of that certain Oil and Gas Lease dated January 22, 2007 by and between the STATE OF
TEXAS, acting by and through its agent, James Robert Hill, Individually, and Co-Trustee, Virginia Glenn Hill Lattimore,
Individually, and Co-Trustee, and John A. Styrsky, Co-Trustee of the Houston and Emma Hill Trust Estate, Owner of the
Soil, and Chesapeake Exploration Limited Partnership, Lessee.

Notwithstanding any provisions of this Lease to the contrary, it is expressly understood and agreed by and between the parties that:

I

Lessee shall not use any existing water, whether from wells, tanks, ponds or reservoirs, from Leased Premises without prior
written consent of Lessor as owner of the surface estate. Lessee, its successors and assigns, may itself drill a water well and
then use the potable water from that well for drilling operations that are conducted on the Leased Premises or lands pooled
therewith. However, Lessee shall have no right to the use of potable water from the Leased Premises for water flooding or
secondary recovery operations without the prior written consent of Lessor as the owner of the surface estate. In the event
Lessee drills a new well and encounters non-potable water which is certified as not suitable for human, animal or agricultural
use, Lessee may use same for its drilling, water flooding or secondary recovery operations. Lessee may not drill a new well
within 500 feet of an existing water well located on the leased premises without Lessor’s prior written consent. In the event
lessee drills a water well on the Leased Premises and completes its use of same, upon termination of Lessees use of said
water well, Lessee will give Lessor a thirty (30) day written notice as to Lessee’s intention to plug and abandon said water
well. Lessor may during said thirty (3) day notice period, provide to Lessee a written request as to Lessor’s election to take
over the ownership of said water well and in such event, Lessee agrees upon receipt of written request by Lessor to transfer
said water well to Lessor as owners of the surface estate, upon Lessee’s execution of a written transfer instrument that
includes Lessor’s agreement to accept the water well “AS IS’ without any warranty and Lessor’s agreement to assume all
rights, responsibilities and liabilities, if any, for the operation and maintenance of said water well, including but not limited to
plugging of the well in accordance with any regulations of applicable governmental agency or agencies.

Lessee is granted the right to use existing roads on the leased premises for ingress and egress, and to the extent such roads are
used by Lessee, agrees to maintain, restore and keep roads in usable condition so long as this lease is in force and effect.
Lessee shall notify Lessor a minimum of 24 hours before cutting any new road, if necessary, into or on the leased premises.
Lessee shall install and maintain cattle guards at every fence crossing, said cattle guards to remain upon premises as Lessor’s
property at the expiration of this lease.

Lessee will bury and maintain all pipelines and electrical transmission lines 18 inches deep below the surface of the ground.
Lessee may use no more of the surface of the leased premises than is reasonably necessary to use for the purpose of which
this lease is granted, and it shall exercise all rights granted to it herein with due regard for the rights of the Owner of the Soil.
Lessee, its successors and assigns, shall not erect any building or houses on the leased premises and that only those structures
which are reasonably necessary for production facilities or tank batteries shall be erected on the surface of the leased
premises.

Lessee will not pollute any water aquifers or fresh water in, upon or under the leased premises, and Lessee agrees to notify
owner of the Soil in writing if fresh water is encountered during drilling, or if a fresh water formation is penetrated.

. Lessee shall maintain all drill sites and other portions of the surface used or occupied by lessee, its successors or assigns, free

and clear of weed and noxious vegetation, and will maintain the same in a reasonable manner to prevent additional damage to
Owner of the Soil, other land, and crops.

. Upon written demand by Owner of the Soil, Lessee shall build and maintain fences around its slush, sump, and drainage pits

and tank batteries to protect livestock against loss, damage or injury; and upon completion or abandonment of any well or
wells, Lessee shall fill and level off all slush pits and cellars and completely clean up the drill site of all rubbish thereon.

. In the event of a dry hole or production from a well which production ceases and the abandonment of such well, or upon the

abandonment of any well location, drill site, tank battery site or roadway, the premises will be restored by Lessee as nearly as
reasonably possible to its former condition at the cost and expense of Lessee, it being the intention of the parties hereto that
Lessee shall restore the surface to as nearly the state that it is in at the time of execution of this lease.

. Ifall or any part of this lease is assigned, released, pooled or unitized, Lessee agrees to furnish the Owner of the Soil witha

copy of any such document.

. This lease grants no hunting or fishing rights whatsoever, Furthermore, Lessee, its agents, contractors, employees or assigns

shall be prohibited from carrying or transporting firearms of any type upon or across the herein described premises.

. Weather permitting, Lessee shall remove from the herein described premises any and all structures, equipment and property

of every kind and character placed by Lessee on said premises within ninety (90) days after Lessee has finished with the use
of the area where such structure, equipment and property are placed. After thirty (30) days written notice to Lessee by Owner
of the Soil, any such structure, equipment or property left on the lease premises by Lessee after the ninety (90) day period,
shall at Lessor’s option, become the property of Owner of the Soil. Lessee shall properly plug all wells drilled by Lessee on
the leased premises in accordance with the requirement of the Railroad Commission of Texas, the Texas Natural Resources
Conservation Commission or other governmental agencies having jurisdiction. In plugging the wells, Lessee shall cut off the
casing at least thirty six (36) inches below the surface.
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" 16. After the expiration of the primary term, and not withstanding paragraphs 16 (A) and 16 (B) above and any other provision
in this lease to the contrary, no portion of this lease will terminate if Lessee continues to drill a well (or wells) anywhere on
the leased premises with no more than one hundred and eighty (180) days between the release of the drilling rig on one well
and the commencement of actual drilling operations on a subsequent well (hereinafter referred to as * continuous drilling”).
Upon the cessation of continuous drilling this lease shall terminate in accordance with the other relevant provisions herein.
If, however, Lessee has filed with the Texas Railroad Commission, no later than sixty (60) days prior to the expiration of the
said 180-day period, all requisite applications to drill the next well in the continuous drilling program, and Lessee is unable to
proceed with drilling pending authorization by the Texas Railroad Commission, then Lessee shall be allowed such additional
time as may be reasonably necessary to obtain the authorization and thereafter spud the subsequent well.

17. In the event that Lessor should own a lesser interest or not have the right to lease the interest paid for herein by Lessee,
Lessor shall reimburse Lessee for the amount paid herein for such lost interest.

Record & Return to:
Chesapeuke Gperating, Inc,
P.O. Boux 18496

Oklahoma City, OK 73154
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George i’ iush, Commissioner

DateFited:__ 4105

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
filed'recorded in the public records of my office, found in VOL. 766
PAGE_193THRU_203  OFFICIAL PUBLIC
RECORDS

I hereby certified on 06/18/2007 _

A gIEANNE 0. FLOREZ;C CLERK
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’
Austin, Texas
OIL AND GAS LEASE L O i 0 4 6 8
.e
& I
: eee THIS AGREEMENT is made and entered into this 22™ day of January , 2007, between the State of Texas, acting
L LR
.:" by and through its agent, Hill Trusts, agent for the MSW Revocable Trust, Michael S. Wallrip, Truslee, Mu-lRemd:leTnuLMalwyLHnnna,Tmme |
| and Waltrip Marital Trust, Kenneth Waitrip, Tnﬂummﬂam&ﬁdl’md Sot-Oaseyrronue—suid {
: | G343 Coc B das A
: - .' ° - said agent herein referred to as the owner of the soil (whether one or more), and . CHESAPEAKE EXPLORATION LIMITED PARTNERSHIP, an
. . Oklahoma limited partnership, of P.O. Box 18496, Oklahoma City, Oklahoma 73154-0496, hereinafter called Lessee.
. " 1. GRANTING CLAUSE. For and in consideration of the amounis stated below and of the covenants and agreements to be paid, kept and |
o | performed by Lessee under this lease, the State of Texas acting by and through the owner of the soil, hereby grants, leases and lets unio Lessee, for f

the sole and only purpose of prospecting and drilling for and producing ofl and gas, laying pipe lines, building tanks, storing oil and building power
- o0 ! stations, lelephone lines and other structures thereon, to produce, save, take care of, treat and lransport said products of the lease, the following lands
situated in _Reeves County, State of Texas, to-wit:

Block 45, Public School Land Survey, A-3655
Section 2: All, General Land Office File No. 119585

Containing, 640 acres, more or less. The bonus consideration paid for this lease is as follows:

Tothe State of Texas

The totai bonus consideration paid represents a bonus of Three Hundred Two Dollars ($302.00) per acre, on __124.666667 _ net acres.

2. TERM. Subject to the other provisions in this lease, this lease shall be for aterm 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.
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3, 0ELAY RENTALS. If no well is 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 d itory regardh of changes in the hip 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 weil for
one (1) year from said date. Payments under this paragraph shall be in the following amounts:

To the owner of the soil:
(Dollars  §, )
Tothe State of Texas:
(Dollars  §. )
Total Delay Rentat:
(Dollars  § )
In a like manner and upon like payments annually, the commencement of a well may be further deferred for successive periods of one (1) year each
during the primary term. All payments or tenders of rental 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 pay date. If the bank designated in this paragraph (or its successor bank) should cease to exist,
suspend business, liquidate, fail or be succeeded by another bank, or for any reason fail 1o refuse 1o accept rental, Lessee shall not be heid in default for
failure to make such payments or tenders of rentals until thirty (30) days after the owner of the soil shall delver to Lessee a proper recordable instrument
naming another bank as agent to receive such payments or lenders.

4, PRODUCTION ROYALTIES. Upon production of oil and/or gas, Lesses agrees lo pay or cause lo be paid one-half (1/2) of the royaity provided for in
this 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. Royaity payable on oill, which is defined as including all hydrocarbons produced in a liquid form at the mouth of the welt and also as
all condensate, distillate, and other liquid hydrocarbons recovered from oil or gas run through a separator or other equipment, as hereinafter provided,
shall be 22.5% part of the gross production or the market value thereof, at the option of the owner of the soil or the Commissioner of the General
Land Office, such vaiue to be determined by 1) the highest posted price, plus premium, if any, offered or paid for oif, condensate, distiflate, 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 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 pian, i will be run free of cost to the royalty owners through an adequate ofl
and gas separator of conventional type, or other equipment at least as efficient, 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 they prescribe.

(B) NON PROCESSED GAS. Royalty on any gas (including flared gas), which is defined as all hydrocarbons and gaseous substances not

option of the owner of the soil or the Commissioner of the General Land Office, such value to be based on the highest market price paid or offered for
gas of comparable quality in the general area where produced and when run, or the gross price paid or offered to the producer, whichever is the greater;
provided that the maximum pressure base in measuring the gas under this lease shall not at any lime exceed 14.65 pounds per square inch absolute,
and the standard base temperature shall be sixty (60) degrees Fahrenheit, comection to be made for pressure according to Boyle's Law, and for specific
gravity according to tests made by the Balance Method or by the most approved method of lesting being used by the indusiry at the lime of testing.

(C) PROCESSED GAS. Royalty on any gas processed in a gasoline plant or other plant for the recovery of gasoline or other liquid
hydrocarbons shall be 22,5%  part of the residue gas and the liquid hydrocarbons extracted or the market value thereof, at the option of the owner
of the soil or the Commiasioner of the General Land Office. Al royalties due herein shall be based on one hundred percent (100%) of the total plant
production of residue gas atiributable to gas produced from this lease, and on fifty percent (50%), or that percent accruing lo Lessee, whichever is the
greater, of the total plant production of liquid hydrocarbons attributable to the gas produced from this lease; provided that if liquid hydrocarbons are
recovered from gas processed in a plant in which Lessee (or its parent, subsidiary or affiliate) owns an interest, then the percentage apphicabile 10 hiquid
hydrocarbons shall be fifty percent (50%) or the highest percent accruing to a third party processing gas through such plant under a processing
agreement negotiated at arm's length (or if there is no such third party, the highest percent then being specified in processing agreements or contracts in
the industry), whichever ia the greater. The respective royaities on residue gas and on kquid hydrocarbons shall be determined by 1) the highest market
price paid or offered for any gas (or liquid hydrocarbons) of comparable quality in the general area, or 2) the gross price pald or offered for such residue
gas (or the weighted average gross selling price for the respective grades of liquid hydrocarbons), whichever is the greater. In no event, however, shall
the royaities payable under this paragraph be less than the royalties which would have been due had the gas not been processed.

(D) OTHER PRODUCTS. Royalty on carbon black, sulphur or any other products produced or manufactured from gas (excepting liquid
hydrocarbons) whether said gas be “casinghead,” “dry,” or any other gas, by fractionating, burning or any other processing shall be 22.5%

part of
the gross production of such products, or the market value thereof, at the option of the owner of the soil or the Commissioner of the General Land Office,
such market value 1o be determined as follows: 1) on the basis of the highest market price of each product for the same month in which such product is
produced, or 2) on the basis of the average groas sale price of each product for the same month in which such products are produced; whichever is the
greater.

5. MINIMUM ROYALTY. During any year after the expiration of the primary term of this lease, if this lease is maintained by production, the
royalties paid under this lease in no event shall be less than an amount equal to the total annual delay rental herein provided; otherwise, there shall be
due and payable on or before the last day of the month succeeding the anniversary dale of lhis lease a sum equal 1o the total annual rental less the
amount of royaities paxd 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.
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6. ROYALTY IN KIND. Notwithstanding any other provision In this lease, at any time or from time to time, the owner of the soil or the
Commissioner of the General Land Office may, at the option of efther, upon not less than sixty (60) days notice to the holder of the lease, require thal the
payment of any royalties accruing to such royaity owner under this lease be made in kind. The owner of the soil's or the Commissioner of the General
Land Office’s right to take its royalty in kind shall not diminish or negate the owner of the sail's or the Commissioner of the General Land Office’s nghts
or Lessee’s obligations, whether express or implied, under this lease.

7. NO DEDUCTIONS. Lessee agrees that all royalties accruing under this lease (including those paid in kind) shall be without deduction for i
the cost of producing, gathering, storing, separating, trealing, dehydrating, compressing, processing, transporting, and otherwise making the oil, gas and
other products hereunder ready for sale or use. Lessee agrees to compule and pay royaities on the gross value received, including any reimbursements |
for severance 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 to process gas produced hereunder in any processing plant. Notwithstanding any other provision of this lease, and subject lo the written consent of
the owner of the soil and the Commissioner of the General Land Office, Lessee may recycle gas for gas lift purposes on the leased premises or for
injection into any oil or gas producing formation underlying the leased premises after the liquid hydrocarbons contained in the gas have been removed,
no royalties shall be payable on the recycled gas until it is produced and sold or used by Lessee in a manner which entitles the royalty owners to a
royaity 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:

Payment of royalty on production of oil and gas shall be as provided in the rules set forth in the Texas Register. Rules cumrently provide that royaity on oil
s 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 royalty
M 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,
e see accompanied by the affidavit of the owner, manager or other authorized agent, completed in the form and manner prescribed by the General Land Office
seee 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 and market value including gas meter readings, pipefine receipts, gas line receipts and
other checks or memoranda of amount 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, disposition and market value. In all cases the authority of a manager or agent
ee oo 1o act for the Lessee herein must be filed in the General Land Office. Each royalty payment shall be accompanied by a check stub, schedule, summary
o e o 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
* 2 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 royaity payment which is over thirty (30) days late shail accrue a penaity of 10% of the royalty due or $25.00 whichever is greater. In addition
to a penalty, royalties shall accrue interest at a rate of 12% per year; such interest will begin to accrue 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
L royalties to be paid as prescribed by the due date provided herein. Payment of the delinquency penalty shall in no way cperate to prohibit the State’s
2 s . oe * right of forfeiture as provided by law nor act lo postpone the dale on which royalties were originally due. The above penalty provisions shall not apply in
cases of title dispute as o the State’s portion of the royalty or to that portion of the royally in dispute as to fair market vaiue.

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shall annually fumish the Commissioner of the General Land Office
with its best possible estimate of oil and gas reserves underlying this lease or allocable to this lease and shall fumnish said Commissioner with copies of
all contracts under which gas is sold or pr d and ail sub nt agr ts and amendments to such contracts within thirty (30) days afler
entering into or making such contracts, agreements or amendments. Such contracts and ag ts when ived by the General Land Office shall be
held in confidence by the General Land Office unless otherwise authorized by Lessee. All other contracls and records pertaining lo the production,
transporiation, saie and marketing of the oil and gas produced on said premises, including the books and accounts, receipts and discharges of all weiis,
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 Govemnor, or the representative of any of them.

(B) PERMITS, DRILLING RECORDS. Written notice of all operations on this lease shall be submitted to Ihe Commissioner of the General
Land Office by Lessee or operator five (5) days before spud date, workover, re-entry, temporary abandonment or plug and abandonment of any well or
welis. Such written notice to the General Land Office shall include copies of Railroad Commission forms for application to drill. Copies of well tests,
completion reports and plugging reports shall be supplied to the General Land Office at the time they are filed with the Texas Railroad Commission. All
applications, permits, reports or other filings that reference this lease or any specific well on the leased premises and thal are submitted 1o the Texas
Railroad Commission or any other governmental agency shall include the word “State” in the title. Additionally, in accordance with Railroad Commission
rules, any signage on the leased premises for the purpose of identifying wells, lank batteries or other associated improvements 1o the land mus! also
include the word “State.” Lessee shall supply the General Land Office with any records, memoranda, accounts, reports, cuttings and cores, or other
information relative to the operation of the above-described premises, which may be requested by the Generai Land Office, in addition to those herein
expressly provided for. Lessee shall have an electrical and/or radioactivity survey made on the bore-hole section, from the base of the surface casing to
the lotal depth of well, of all wells drilled on the above described premises and shall transmit a true copy of the log of each survey on each well to the
General Land Office within fifteen (15) days after the making of sad survey.

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

11. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If, during the primary term hereof and prior to discovery and
production of odl or gas on said land, Lessee should drill a dry hole or holes thereon, or if during the primary term hereof and after the discovery and |
actual production of off or gas from the leased premises such production thereol should cease from any cause, this lease shall not lerminate if on or
before the expiration of sixty (60) days from date of completion of said dry hole or cessation of production Lessee commences additional drilling or
reworking operations thereon, or pays or tenders the next annual delay rental in the same manner as provided in this lease. If, during the last year of the
primary lerm or within sixty (60) days prior thereto, a dry hole be compisted and abandoned, or the production of oil or gas should cease for any cause,
Lessee’s nghts 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 al the expiration of the primary lerm, Lessee may maintain this lease by conducting additional drilling or reworking
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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 iand 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 foliowing the expiration of sixty (60)
days from the date of completion of such shut-in ol or gas well and upon the failure to make such payment, this lease shall ipso facto terminate. if a the
expiration of the primary term or any time thereafter a shut-in ol or gas well is located on the leased premises, payments may be made in accordance

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 wells are prosecuted in good faith and in workmaniike manner without interruptions totaling more
than sidy (60) days during any one such operation, and if they result in the production of oil and/or gas, so long thereafler as oil and/or gas is produced
in paying quantibes from said land, or payment of shut-in ofl or gas well royalties or compensatory royaities 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 terminate if Lessee commences additional drilling or reworking
operations within sixty (60) days after such cessation, and this lease shall remain in full force and effect for so long as such operations continue in good
faith and in workmanlike manner without interruptions totaling more than sidy (60) days. If such drilling or reworking operations result in the production
of ol 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 quantities or payment
of shut-in oil or gas well royalties or payment of compensalory royalties is made as provided herein or as provided by law. If the drifing or reworking
operations result in the completion of a well as a dry hole, the lease will not terminate if the Lessee commences additional drilling or reworking
operations within sixty (60) days after the completion of the well 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 workmaniike manner without interruptions totaling more than sixty (60) days. Lessee shaif give written notice
to the General Land Office within thirty (30) days of any cessation of production.

14. SHUT4AN ROYALTIES. For purposes of this paragraph, “well” means any well that has been assigned a weil number by the stale 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 facifities or lack of a suitable market, then Lessee may pay as a shut-in ot or gas royaity an amount equai to
double the annual rental provided in the lease, but not less than $1,200 a year for each well capable of producing oil or gas in paying quantities. If
Paragraph 3 of this lease does not specify a delay rental amount, then for the purposes of this paragraph, the delay remtal amount shall be one dollar
($1.00) per acre. To be effective, each initial shut-in oil or gas royaity 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) to the Commissioner of the General Land Office and one-
half (1/2) to the owner of the soil. If the shut-in oif or gas royaity is paid, the lease shall be considered to be a producing lease and the payment shail
extend the term of the lease for a period of one year from the end of the primary term, or from the first day of the month following the month in which
production ceased, and, after that, if no suitable production facilities or suitable market for the oil or gas exists, Lessee may extend the lease for two
more successive periods of one (1) year by paying the same amount each year on or before the expiration of each shut+in year.

15. COMPENSATORY ROYALTIES. If, during the period the lease Is kept in effect by payment of the shut-in oil or gas royalty, oil or gas is
sokd 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 remainder of the year for which the royalty has been paid. The Lessee may maintain the lease for four more
successive years by Lessee paying compensatory royalty at the royalty rate provided in the lease of the market value of production from the well causing
the drainage or which is completed in the same producing reservoir and within one thousand (1,000) feet of the leased premises. The compensatory
royalty is to be paid monthly, one-half (1/2) to the Commissioner of the General Land Office and one-half (1/2) to the owner of the soil, beginning on or
before the last day of the month following the month in which the oil or gas is produced from the well causing the drainage or that is completed in the
same producing reservoir and located within one thousand (1,000) feet of the leased premises. If the compensatory royalty paid in any 12-month period
is an amount less than the annual shut-in oil or gas royalty, Lessee shall pay an amount equal to the difference within thirty (30) days from the end of the
12-month period. Compensatory royalty pay ts which are not timely paid will accrue penalty and interest in accordance with Paragraph 9 of this
lease. None of these provisions will refieve Lessee of the obligation of reasonable development nor the obfigation 1o drill offset wells as provided in
Texas Natural Resources Code 52.173; however, at the determination of the Commissioner, and with the Commissioner's written approval, the payment
of compensatory royalties can satisfy the obligation to drill offset wells.

16. RETAINED ACREAGE. Notwithstanding any provision of this lease to the contrary, after a well producing or capable of producing oil or
gas has been completed on the leased premises, Lessee shall exercise the diigence of a reasonably prudent operator in driling such additional well or
weils as may be reasonably necessary for the proper develop 1t of the ) d premises and in marketing the production thereon.

(A) VERTICAL. In the event this lease is in force and effect two (2) years after the expiration date of the primary or extended term it shall then
terminate as to all of the leased premises, EXCEPT (1) 40 acres surrounding each oil well capable of producing in paying quantities and 320 acres
surrounding each gas weli capable of producing in paying quantities (including a shut-in oif or gas well as provided in Paragraph 14 hereof), or a weli
upon which Lessee is then engaged in continuous drilling or reworking operations, or (2) the number of acres included in a producing pooled unit
pursuant to Texas Natural Resources Code 52.151-52.154, or (3) such greater or lesser number of acres as may then be allocated for produclion
purposes to a proration unit for each such producing well under the rules and regulations of the Railroad Commission of Texas, or any successor
agency, or other governmental authority having jurisdiction. If at any time after the effective date of the partial termination provisions hereof, the
applicable field rules are changed or the well or wells located thereon are reclassified so that less acreage is thereafler allocated to said well or wells for
production purposes, this lease shail thereupon terminate as to aif acreage not thereafter allocated to said well or wells for production purposes.
Notwithstanding the termination of this lease as to a portion of the lands covered hereby, Lessee shall nevertheless continue to have the right of ingress
to and egress from the lands still subject 1o this lease for all purposes described in Paragraph 1 hereof, together with easements and rights-of-way for
existing roads, existing pipefines and other existing facilities on, over and acroes all the lands described in Paragraph 1 hereof ("the retained lands”), for
access lo and from the retained lands and for the gathering or transporialion of oil, gas and other minerals produced from the retained lands.
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(B) HORIZONTAL. In the event this lease is in force and effect two (2) years after the expiration date of the primary or extended term it shall
further terminate as to all depths below 100 feet below the total depth drilled (hereinafter “deeper depths”) in each well located on acreage retained in
Paragraph 16 (A) above, unless on or before two (2) years after the primary or exiended term Lessee pays an amount equal to one-half (1/2) of the
bonus originally paid as consideration for this lease (as specified on page 1 hereof). if such amount is paid, this lease shall be in force and effect as to
such deeper depths, and said termination shall be delayed for an additional period of two (2) years and so long thereafter as oil or gas is produced in
paying quantities from such deeper depths covered by this lease.

(C) IDENTIFICATION AND FILING. The surface acreage retained hereunder as to each well shall, as nearly as practical, be in the form of a
square with the well located in the center thereof, or such other shape as may be approved by the Commissioner of the General Land Office. Within
thirty (30) days after partiat termination of this lease as provided herein, Lessee shali execute and record a release or reieases containing a satisfactory
legal description of the acreage and/or depths not retained hereunder. The recorded release, or a certified copy of same, shall be filed in the General
Land Office, accompanied 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
to execute and record such release or releases within ninety (90) days afier being requested to do so by lhe General Land Office, then the
Commissioner at his sole discretion may designate by written instrument the acreage and/or depths lo be released hereunder 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 shail be binding upon Lessee for ail purposes.

17. OFFSET WELLS. Neither the bonus, delay rentals, nor royalties paid, or to be paid, under this lease shall relieve Lessee of his obligation
to protect the oil and gas under the above-described land from being drained. Lessee, sublessee, receiver or other agent in control of the leased
premises shall drill as many weils as the facts may jusiify and shall use appropriaie means and drill 1o a depth necessary to prevent undue drainage of
oil and gas from the leased premises. In addition, if oil and/or gas should be produced in commercial quantities within 1,000 feet of the leased premises,
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 well or weila upon the leased premises within 100 days after the draining wetil or welis or the
well or wells completed within 1,000 feet of the leased premises start producing in commercial quantities and shall prosecute such drilling with diligence.
Only upon the determination of the Commissioner of the General Land Office and with his written approval may the payment of compensatory royalty
under applicable statutory parameters satisfy the obligation to drill an offset well or weils 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 conducting drilling operations on the leased premises, or from producing oil or gas from the leased premises by reason of war, rebellion, riots,
sirikes, acts of God, or any valid order, rule or regulation of government authority, then white so prevented, Lesasee’s obligation to comply with such
covenant shall be suspended and Lessee shall not be liable for damages for failure to comply with such covenants; additionally, this lease shall be
exiended 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 shali suspend the payment of delay rentais in order to maintain this lease in effect during the primary term
in the absence of such drilling or reworking operations or production of oil or gas.

19. WARRANTY CLAUSE. The owner of the soil warrants and agrees to defend litle to the leased premises, If the owner of the soil defauits
in payments owed on the leased premises, then Lessee may redeem the rights of the owner of the soil in the leased premises by paying any mortgage,
taxes or other liens on the leased premises. If Lessee makes payments on behalf of the owner of the soil under this paragraph, Lessee may recover the
cost of these payments from the rentai and royaities due the owner of the soil.

20, (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the soll 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 1o the owner of the soil shall
be paid to him in the proportion which his interest bears to the entire undivided surface estale and the royalties and rental herein provided to be paid to
the Commissioner of the General Land Office of the State of Texas shall be likewise proportionately reduced. However, before Lessee adjusts the
royalty or rental due to the Commissioner of the General Land Office, Lessee or his authorized representative must submit to the Commissioner of the
General Land Office a written statement which expiains the discrepancy between the interest purportedly leased under this lease and the aclual interest
owned by the owner of the soil. The Commissioner of the General Land Office shall be paid the value of the whole production allocable to any undivided
interest not covered by a lease, less the proportionate development and production cost allocable to such undivided interest. However, in no event shall
the Commissioner of the General Land Office receive as a royaity on the gross production aliocable Lo the undivided interest not leased an amount less
than the value of one-sixteenth (1/16) of such gross production,

(B) REDUCTION OF PAYMENTS. H, 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 soll in accordance with Natural Resources Code Sections
52.151-52.154, or if, at any time after the expiration of the primary term or the extended term, this lease covers a lesser number of acres than the total
amount described herein, mmmammmmawauema hereunder shall be reduced according to the number of acres pooled, reieased,
surrendered, or otherwise d, so that pay ts ok ined on a per acre basis under the terms of this lease during the primary term shall be
caiculated based upon the number of acres outside the boundaries of a pooled unit, or, if after the expiration of the primary term, the number of acres
actually retained and covered by this lease.

21. USE OF WATER. Lessee shall have the right to use water produced on said land necessary for operations under this lease except water
from wells or tanks of the owner of the soil, provided, however, Lessee shall not use potable water or water suitable for livestock or irmigation purposes
for waterflood operations without the prior consent of the owner of the soit.

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 to any house or bam now on said premises without
the written consent of the owner of the soil.
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25. POLLUTION. In developing this area, Lessee shall use the highest degree of care and all proper safeguards 1o prevent pollution. Without
limiting the foregoing, poliution of coastal wetlands, natural waterways, rivers and impounded water shall be prevented by the use of containment
faciities sufficient to pr t spillage, page or ground water contamination. In the event of poliution, Lessee shall use all means ai its disposal to
recapture all escaped hydrocarbons or other pollutant and shall be responsible for all damage to public and private properties. Lessee shall buikd and
maintain fences around its slush, sump, and drainage pits and tank batteries so as to protect Fivestock against loss, damage or injury, and upon

yietion or abandonment of any well or wells, Lessee shall fill and level all siush pits and cellars and compietely clean up the driling site of 2 rubbish
thereon. 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 to as near its original condition and contours as is practicable. Tanks and
equipment wifl be kept painted and presentable.

26. REMOVAL OF EQUIPMENT. Subjed fo limitations in this paragraph, Lessee shall have the right to remove machinery and fodures placed
by Lessee on the leased premises, including the right to draw and remove casing, within one hundred twenty (120) days afler the expiration or the
termination of this lease uniess the owner of the soil grants Lessee an extension of this 120-day period. However, Lessee may not remove casing from
any well capable of producing oil and gas in paying quantities. Additionally, Lessee may not draw and remove casing until after thirty (30) days writlen
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,
fedures, or casing which are not timely removed by Lessee under the terms of this paragraph.

27. (A) ASSIGNMENTS. Under the conditions contained in this paragraph and Paragraph 29 of this lease, the rights and estates of either
patytoﬂ.h-omh--ﬂ;md hwholoothpm. and the provisions of this lease shall extend to and be binding upon their heirs, devisees, legal
epr Ttatives, H , @ change or division in ownership of the land, rentais, or royaities will not entarge the obfigations of
Lessee, diminish the rights, prwiegea and estates of Lessee, impair the effectiveness of any payment made by Lessee or impair the effectiveness of any
act performed by Lessee. And no change or division in ownership of the land, rentals, or royalties shall bind Lessee for any purpose until thirty (30) days
after the owner of the soil (or his heirs, devisees, legal representatives or asaigns) furnishes the Lessee with satisfactory written evidence of the change
In ownership, Including the original recorded muniments of title (or a certified copy of such original) when the ownership changed because of a
conveyance. A total or partial assignment of this lease shall, to the extent of the interest assigned, Mﬂwm“dﬂluw
obligations under this lease. If this lease is assigned in its entirety as 1o only part of the acreage, the right and option lo pay je shall be ap
as between the several owners ratably, according to the area of each, and failure by one or more of them to pay his share of the rental shall not affect
this lease on the part of the land upon which pro rata rentals are timely paid or tendered; howaever, 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 shail terminate for failure to pay the entire rentai
due under Paragraph 3. Every assignee shall succeed to all rights and be subject to all obligations, liabilities, and penalties owed to the State by the
original lessee or any prior assignee of the lease, including any liabiities to the State for unpaid royaities.

(B) ASSIGNMENT LIMITATION. Notwithstanding any provision in Paragraph 27(a), if the owner of the soil acquires this lease in whole or in
part by assignment without the prior writlten 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 Commissioner. An assignment will be treated as if it were made to the owner of the soil if the
assignee is:

(1) a nominee of the owner of the soil;

(2) a corporation or subsidiary in which the owner of the soil is a principal stockholder 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 partnership;

(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;

(6) a fiduciary for the owner of the soil; including but not limited to a guardian, trustee, executor, administrator, receiver, or conservator for the

owner of the soif; or

(7) a famity member of the owner of the sil or related to the owner of the scil by marmiage, blood, or adoption.

28. RELEASES. Under the conditions contained in this paragraph and Paragraph 29, Lessee may at any time execute and defiver 10 the
owner of the soil and place of record a release or releases covering any portion or portions of the leased premises, and thereby surrender this lease as
to such portion or portions, and be relieved of all subsequent obligations as to acreage sumendered. If any part of this lease is properly surrendered, the
delay remal due under this lease shall be reduced by the proportion that the surrendered acreage bears o the acreage which was covered by this lease
immediately prior to such sumender; however, such release will nol relieve Lessee of any liabiities which may have accrued under this lease prior to 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 situated, and the recorded instrument, or a copy of the recorded instrument certified by the County Clerk of the
county in which the instrument is recorded, must be filed in the General Land Office within 90 days of the last exscution date accompanied by the
prescribed fiing fee. if any such assignment is not so filed, the rights acquired under this lease shall be subject to forfelture at the option of the
Commissioner of the Genera Land Office.

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

31. FIDUCIARY DUTY. The owner of the soil owes the State a fiduciary duty and must fully disclose any facts affecting the State's interest in
the leased premises. When the interests of the owner of the soil conflict with those of the State, the owner of the soil is cbligated 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 after it becomes due, or if Lessee or an
authorized agent should knowingly make any false retum or false report concerning production or drilling, or if Lessee shall fail or refuse to drill any
offsel 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 to file reports in the manner required by law or fail to comply with rules and regulations promulgated by the General Land Office, the School
Land Board, or the Railroad Commission, or if Lessee should refuse the proper authority access 1o the records pertaining o operations, or if Lessee or
an authorized agent should knowingly fail or refuse to give comect information 10 the proper authority, or knowingly fail or refuse to furnish the General
Land Office a correct log of any well, or if Lessee shall knowingly violate any of the material provisions of this lease, or if this lease is assigned and the
assignment is nol filed in the General Land Office as required by law, the rights acquired under this lease shall be subjec! to forfeiture by the
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Commissioner, and he shall forfeit same when sufficiently informed of the facts which authorize a forfeiture, and when forfeited the area shall again be
subject 10 lease under the terms of the Relinquishment Act. However, nothing herein shall be construed as waiving the automatic lermination of this
lease by operation of law or by reason of any special limitation arising hereunder. Forfeitures may be set aside and this lease and ail rights thereunder
reinstaled before the rights of another intervene upon satisfactory evidence to the Commissioner of the General Land Office of future compliance with
the provisions of the law and of this lease and the rules and regulations that may be adopled reialive 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 money that may become due under this lease. By acceptance of
this lease, Lessee granis the State, in addition to the lien provided by Texas Natural Resources Code 52.136 and any other applicable statutory lien, an
express contractual kien on and security interest in all leased minerals in and exiracted from the leased premises, all proceeds which may accrue to
Lessee from the sale of such leased minerals, whether such proceeds are heid by Lessee or by a third party, and all fidures on and improvements 1o the
leased premises usad in connection with the production or processing of such leased minerais in order to secure the payment of all royaities or other
amounts due or to become due under this lease and to secure payment of any damages or loss that Lessor may suffer by reason of Lessee's breach of
any covenant or condition of this lease, whether express or implied. This lien and security interest may be foreclosed with or without court proceedings in
the manner provided in the Title 1, Chap. 9 of the Texas Business and Commerce Code. Lessee agrees that the Commissioner may require Lessee to
execute and record such instruments as may be reasonably necessary to acknowledge, attach or perfect this lien. Lessee hereby represents that there
are no prior or superior liens arising from and relating to Lessee’s activities upon the above-described property or from Lessee's acquisition of this lease.
Should the Commissioner at any time determine that this representation is not true, then the Commissioner may declare this lease forfeited as provided
herein.

34. POOLING. Lessee is hereby granted the right to pool or unitize the royalty interest of the owner of the soil under this lease with any other
leasehold or mineral interest for the exploration, development and production of oil or gas or either of them upon the same terms as shall be approved
by the School Land Board and the Commissioner of the General Land Office for the pooling or unitizing of the interest of the State under this lease
pursuant to Texas Natural Resources Code 52.151-52.154. The owner of the soil agrees that the inclusion of this provision in this lease satisfies the
execution requirements stated in Texas Natural Resources Code 52.152.

35. INDEMNITY. Lessee hereby releases and discharges the State of Texas and 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 arising out of, incidental to, or resulting from, the operations
of or for Lessee on the leased premises hereunder, or that may arise out of or be occasioned by Lessee's breach of any of the terms or provisions of this
Agreement, or by any other negligent or strictly fiable act or omission of Lessee. Further, Lessee hereby agrees 1o be fiable for, exonerate, indemnify,
defend and hold harmiess the State of Texas and the owner of the soil, their officers, employees and agents, their successors or assigns, against any
and all claims, liabilties, losses, damages, actions, personal injury (including death), costs and expenses, or other harm for which recovery of damages
is sought, under any theory including tort, contract, or strict liabifity, including attorneys' fees and other legal expenses, including those refated to
environmental hazards, on the leased premises or in any way related to Lessee's failure to comply with any and aluw‘ronmmal laws; those ansing
from or in any way related to Lessee's operalions or any other of Lessee’s activities on the d i 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 bvudidmydme!amorpmvum 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 to be liable for, exonerate, indemnify, defend and
hold harmiess the State of Texas and the owner of the acil, their officers, employees, and agents in the same manner provided above in connection with
the activities of Lessee, its officers, employees, and agents as described above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF
THE INDEMMNITY OBLIGATIONS AND\OR LIABILITIES ASSUMED UNDER THE TERMS OF THIS AGREEMENT SHALL BE 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.

36. ENVIRONMENTAL HAZARDS. Lessee shall use the highest degree of care and all reasonable safeguards to prevent contamination or
poliution 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, poliutant, or contaminant. Lessee shall not bring or permit to remain on
the leased premises any asbestos containing materials, explosives, loxic materials, or substances regulated as hazardous wastes, hazardous materials,
hazardous substances (as the term *Hazardous Substance” is defined in the Comprehensive Environmental Response, Compensation and Liability Act
(CERCLAY), 42 U.S.C. Sections 9601, et seq.), or toxic substances under any federal, state, or local law or regulation ("Hazardous Materials”), except
ordinary products commonly used in connection with oil and gas exploration and development operations and stored in the usual manner and quantities,
LESSEE'S VIOLATION OF THE FOREGOING PROHIBITION SHALL CONSTITUTE A MATERIAL BREACH AND DEFAULT HEREUNDER AND
LESSEE SHALL INDEMNIFY, HOLD HARMLESS AND DEFEND THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND AGAINST
ANY CLAIMS, DAMAGES, JUDGMENTS, PENALTIES, LIABILITIES, AND COSTS (INCLUDING REASONABLE ATTORNEYS' FEES AND COURT
COSTS) CAUSED BY OR ARISING OUT OF (1) A VIOLATION OF THE FOREGOING PROHIBITION OR (2) 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 INDEMMIFICATION 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 Relinguishment 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.
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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 Office 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 Generat Land Office.

40. Rentals in the amount of $_249,33 _for years two and three of this lease have been prepaid. One half (1/2) of this amount has been paid
to the Lessor and one half (1/2) has been paid to the STATE OF TEXAS. Rental for the fourth year in the amount of $.25.058.00 has not been paid
and if the fourth year rental is not paid then this lease will expire. One half (1/2) of the fourth year rental will be paid to the Lessor and one-half (1/2) will
be paid to the State of Texas. Rental for the fifth year is included in the fourth year rental and if the fourth year rental is paid, then no addttional rentals
are due under this lease.

41. See “ADDEDNDUM TO LEASE™ for additional provisions
Lessee
CHESAPEAKE EXPLORATION LIMITED PARTNERSHIP,
an Oklahoma limited part ip
C; 6«-
Henry J. Hood, Senior Vice President — Land and Legal and GeneralCounsel

BY:

Chesapeake Operating, Inc., General Partner
Title:

Date:

STATE OF TEXAS
MSW Revocable Trust, MLH Revocable Trust & Waltrip Marital Trust

AYe

By: Hill Trusts, as agent
By: Mike Waltrip

Date.___ ¢~ ¥ B89
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STATE OF _OKLAHOMA (CORPORATION ACKNOWLEDGMENT)

OKLAHOMA
COUNTY OF ﬂ(m . /‘

Not ublic in and for

(INDIVIDUAL ACKNOWLEDGMENT)

COUNTY OF ﬂM

\rusts, known to me to be the person whose name is subscribed to the foregoing instruments as and mnwmgod to me that he executed the same for
the purposes and consideration therein expressed.

Given under my hand and seal of office this the @ day of _FEEZMKTJ 2007,

NduyPublichmfa(,JﬁTﬁTE oF TEXAS

Notary Public, State of Texss
My Commission Expires:
Mey 18, 2010

True and Correct
copy of
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Heeves County
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ADDENDUM TO LEASE

Attached to and made 2 part of that certain Oil and Gas Lease dated January 22, 2007 by and between the STATE OF
TEXAS, acting by and through its agent, Hill Trusts, agent for the MSW Revocable Trust, Michael S. Waltrip, Trustee, MLH
Revocable Trust, Margery L Hanna, Trustee and Waltrip Marital Trust, Kenneth Waltrip, Trustee, Owner of the Soil, and
Chesapeake Exploration Limited Partmership, Lessee.

Notwithstanding any provisions of this Lease to the contrary, it is expressly understood and agreed by and between the parties that:

1. Lessee shall not use any existing water, whether from wells, tanks, ponds or reservoirs, from Leased Premises without prior
written consent of Lessor as owner of the surface estate. Lessee, its successors and assigns, may itself drill a water well and
then use the potable water from that well for drilling operations that are conducted on the Leased Premises or lands pooled
therewith. However, Lessee shall have no right to the use of potable water from the Leased Premises for water flooding or
secondary recovery operations without the prior written consent of Lessor as the owner of the surface estate. In the event
Lessee drills a new well and encounters non-potable water which is certified as not suitable for human, animal or agricultural
use, Lessee may use same for its drilling, water flooding or secondary recovery operations. Lessee may not drill a new well
within 500 feet of an existing water well located on the leased premises without Lessor’s prior written consent. In the event
lessee drills a water well on the Leased Premises and completes its use of same, upon termination of Lessees use of said
water well, Lessee will give Lessor a thirty (30) day written notice as to Lessee’s intention to plug and abanden said water
well. Lessor may during said thirty (3) day notice period, provide to Lessee a written request as to Lessor’s election to take
over the ownership of said water well and in such event, Lessee agrees upon receipt of written request by Lessor to transfer
said water well to Lessor as owners of the surface estate, upon Lessee’s execution of a written transfer instrument that
includes Lessor’s agreement to accept the water well ‘AS IS’ without any warranty and Lessor’s agreement to assume all
rights, responsibilities and liabilities, if any, for the operation and maintenance of said water well, including but not limited to
plugging of the well in accordance with any regulations of applicable governmental agency or agencies.

2. Lessee is granted the right to use existing roads on the leased premises for ingress and egress, and to the extent such roads are
used by Lessee, agrees to maintain, restore and keep roads in usable condition so long as this lease is in force and effect.
Lessee shall notify Lessor a minimum of 24 hours before cutting any new roed, if necessary, into or on the leased premises.
Lessee shall install and maintain cattle guards at every fence crossing, said cattle guards to remain upon premises as Lessor’s
property at the expiration of this lease.

Lessee will bury and maintain all pipelines and electrical transmission lines 18 inches deep below the surface of the ground.
Lessee may use no more of the surface of the leased premises than is reasonably necessary to use for the purpose of which
this lease is granted, and it shall exercise all rights granted to it herein with due regard for the rights of the Owner of the Soil.
Lessee, its successors and assigns, shall not erect any building or houses on the leased premises and that only those structures
which are reasonably necessary for production facilities or tank batteries shall be erected on the surface of the leased

N e

premises.

9. Lessee will not pollute any water aquifers or fresh water in, upon or under the leased premises, and Lessee agrees to notify
owner of the Soil in writing if fresh water is encountered during drilling, or if a fresh water formation is penetrated.

10. Lessee shall maintain all drill sites and other portions of the surface used or occupied by lessee, its successors or assigns, free
and clear of weed and noxious vegetation, and will maintain the same in a reasonable manner to prevent additional damage to
Owner of the Soil, other land, and crops.

11. Upon written demand by Owner of the Soil, Lessee shall build and maintain fences around its slush, sump, and drainage pits
and tank batteries to protect livestock against loss, damage or injury; and upon completion or abandonment of any well or
wells, Lessee shall fill and level off all slush pits and cellars and completely clean up the drill site of all rubbish thereon.

12. In the event of a dry hole or production from a well which production ceases and the abandonment of such well, or upon the
abandonment of any well location, drill site, tank battery site or roadway, the premises will be restored by Lessee as nearly as
reasonably possible to its former condition at the cost and expense of Lessee, it being the intention of the parties hereto that
Lessee shall restore the surface to as nearly the state that it is in at the time of execution of this lease.

13. If all or any part of this lease is assigned, released, pooled or unitized, Lessee agrees to furnish the Owner of the Soil with a
copy of any such document.

14. This lease grants no hunting or fishing rights whatsoever. Furthermore, Lessee, its agents, contractors, employees or assigns
shall be prohibited from carrying or transporting firearms of any type upon or across the herein described premises.

15. Weather permitting, Lessee shall remove from the herein described premises any and all structures, equipment and property
of every kind and character placed by Lessee on said premises within ninety (90) days after Lessee has finished with the use
of the area where such structure, equipment and property are placed. Afier thirty (30) days written notice to Lessee by Owner
of the Soil, any such structure, equipment or property left on the lease premises by Lessee after the ninety (90) day period,
shall at Lessor’s option, become the property of Owner of the Soil. Lessee shall properly plug all wells drilled by Lessee on
the leased premises in accordance with the requirement of the Railroad Commission of Texas, the Texas Natural Resources
Conservation Commission or other governmental agencies having jurisdiction. In plugging the wells, Lessee shall cut off the
casing at least thirty six (36) inches below the surface.
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16. After the expiration of the primary term, and not withstanding paragraphs 16 (A) and 16 (B) above and any other provision
* in this lease to the contrary, no portion of this lease will terminate if Lessee continues to drill a well (or wclls) anywhere on
the leased premises with no more than one hundred and eighty (180) days between the release of the drilling rig on one well
and the commencement of actual drilling operations on a subsequent well (hereinafter referred to as ** continuous drilling™).
Upon the cessation of continuous drilling this lease shall terminate in accordance with the other relevant provisions herein.
If, however, Lessee has filed with the Texas Railroad Commission, no later than sixty (60) days prior to the expiration of the
said 180-day period, all requisite applications to drill the next well in the continuous drilling program, and Lessee is unable to
proceed with drilling pending authorization by the Texas Railroad Commission, then Lessee shall be allowed such additional
time as may be reasonably necessary to obtain the authorization and thereafier spud the subsequent well.

17. In the event that Lessor should own a lesser interest or not have the right to lease the interest paid for herein by Lessee,
Lessor shall reimburse Lessee for the amount paid herein for such lost interest.

.
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George P. !fush, Commissioner

By

CERTIFIED TRUE AND CORRECT COPY CERTIFICATE
STATE OF TEXAS

COUNTY OF REEVES
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RELEASE FILED

FILE # 2564

General Land Office
Act Lease Form
' Revisad, September 1997

Austin, Texas

L0i30508
OIL AND GAS LEASE
THIS AGREEMENT is made and entered into this 22™ day of January , 2007, between the State of Texas, acting

by and through its agent, H-S Minerals and Really, Lid, By: RC Starr, LLC, General Partner, By: Cydney H Shepard, President and Agent for the State of
Texas of _PO Box 27284, Aystin, TX 78755-2284

said agent herein referred to as the owner of the soil (wheiher one or more), and . CHESAPEAKE EXPLORATION LIMITED PARTNERSHIP, an
Oklah limited partnership, of P.O. Box 18496, Oklahoma City, Oklahoma 73154-0496, 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
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 _Counly, State of Texas, lo-wit:

Block 45, Public School Land Survey, A-3655
Section 2: All, General Land Office File No. 119585

Containing 640 acres, more or less. The bonus consideration paid for this lease is as follows:

Tothe State of Texas __Eight Hundred Fifty Five and 67/100
Dollars ($ _855.67)

To the owner of the soil: Eight Hundred Fifty Five and 67/100
Dollars ($_855.67 )

Total bonus consideration:_One The
Dollars ($_1.711.34 )
The total bonus consideration paid represents a bonus of Three Hundred Two Dollars ($302.00) per acre, on __5,666667  net acres.

2. TERM. Subject to the other provisions in this lease, this lease shall be for aterm 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.

True and Correct
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3. DELAY RENTALS. If no well is 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  § )
Tothe State of Texas:
(Dollars  § )
Total Delay Remtal:
(Dollars  § )
In a like manner and upon like payments annually, the commencement of a well may be further deferred for successive periods of one (1) year each
during the primary term. All payments or tenders of rental 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 pay date. If the bank designated in this paragraph (or its successor bank) should cease to exist,
suspend business, liquidate, fail or be succeeded by another bank, or for any reason fail lo refuse to accepl rental, Lessee shall not be held in default for

failure to make such payments or tenders of rentals until thirty (30) days after the owner of the soil shall deliver to Lessee a proper recordable instrument
naming another bank as agent to receive such payments or tenders.

4. PRODUCTION ROYALTIES. Upon production of oil and/or gas, Lessee agrees lo pay or cause to be paid one-half (1/2) of the royalty provided for in
this 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 payable on oil, which is defined as including all hydrocarbons produced in a liquid form at the mouth of the well and also as
all condensate, distillate, and other liquid hydrocarbons recovered from oll or gas run through a separator or other equipment, as hereinafter provided,
shallbe 22.5%  part of the gross production or the market value thereof, at the option of the owner of the soil or the Commissioner of the General
Land Office, such value lo be determined by 1) the highest 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 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 free of cost to the royalty owners through an adequate oil
and gas separator of conventional type, or other equipment at least as efficient, 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 they prescribe.

(B) NON PROCESSED GAS. Royalty on any gas (including flared gas), which is defined as all hydrocarbons and gaseous substances not
defined as oil in subparagraph (A) above, produced from any well on said land (except as provided herein with respect to gas processed in a plant for
the extraction of gasoline, liquid hydrocarbons or other products) shall be 22.5% part of the gross production or the market value thereof, at the
option of the owner of the soil or the Commissioner of the General Land Office, such value lo be based on the highest market price paid or offered for
gas of comparable quality in the general area where produced and when run, or the gross price paid or offered to the producer, whichever is the greater;
provided that the maximum pressure base in measuring the gas under this lease shall nol at any time exceed 14.65 pounds per square inch absolute,
and the standard base lemperature shall be sixty (60) degrees Fahrenheit, comection to be made for pressure according to Boyle's Law, and for specific
gravity according to tests made by the Balance Method or by the most approved method of lesting being used by the industry at the time of testing.

(C) PROCESSED GAS. Royalty on any gas processed in a gasoline plant or other plant for the recovery of gasoline or other liquid
hydrocarbons shallbe 22.5%  part of the residue gas and the liquid hydrocarbons exiracted or the market value thereof, al the option of the owner
of the soil or the Commissioner of the General Land Office. All royalties due herein shall be based on one hundred percent (100%) of the total plant
production of residue gas attributable to gas produced from this lease, and on fifty percent (50%), or that percent accruing lo Lessee, whichever is the
greater, of the total plant production of liquid hydrocarbons attributable o the gas produced from this lease; provided that if liquid hydrocarbons are
recovered from gas processed in a plant in which Lessee (or its parent, subsidiary or affiliate) owns an interest, then the percentage applicable to liquid
hydrocarbons shall be fifty percent (50%) or the highest percent accruing to a third party processing gas through such plant under a processing
agreement negoliated at arm's length (or if there is no such third party, the highest percent then being specified in processing agreements or contracts in
the industry), whichever is the greater. The respective royalties on residue gas and on liquid hydrocarbons shall be determined by 1) the highest market
price paid or offered for any gas (or liquid hydrocarbons) of comparable quality in the general area, or 2) the gross price paid or offered for such residue
gas (or the weighted average gross selling 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 products produced or manufactured from gas (excepting liquid
hydrocarbons) whether said gas be “casinghead,” "dry,” or any other gas, by fractionating, burning or any other processing shall be 22.5%
part of
the gross production of such products, or the market value thereof, at the option of the owner of the soil or the Commissioner of the General Land Office,
such market value to be determined as follows: 1) on the basis of the highest market price of each product for the same month in which such product is

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

5. MINIMUM ROYALTY. During any year after the expiration of the primary term of this lease, if this lease is maintained by production, the
royaities paid under this lease in no event shall be less than an amount equal to the total annual delay rental herein provided; otherwise, there shall be
due and payable on or before the last day of the month succeeding the anniversary date of this lease a sum equal to the total annual rental less the
amount of royalties paid during the preceding year. If Paragraph 3 of this lease does not specify a delay rental amount, then for the purposes of this
paragraph, the delay rental amount shall be one dollar ($1.00) per acre.
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6. ROYALTY IN KIND. Notwithstanding any other provision in this lease, at any time or from time to time, the owner of the sail or the
Commissioner of the General Land Office may, at the option of either, upon not less than sixty (60) days notice to the holder of the lease, require thal the
payment 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 General
Land Office’s right to take its royalty in kind shall not diminish or negate the owner of the sail's or the Commissioner of the General Land Office’s rights
or Lessee's obligations, whether express or implied, under this lease.

7. NO DEDUCTIONS. Lessee agrees that all royalties accruing under this lease (including those paid in kind) shall be without deduction for
the cost of producing, gathering, storing, separating, treating, dehydrating, compressing, processing, transporting, and otherwise making the oil, gas and
other products hereunder ready for sale or use. Lessea agrees to compute and pay royalties on the gross value received, including any reimbursements
for severance 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 to process gas produced hereunder in any processing plant. Notwithstanding any other provision of this lease, and subject to the written consent of
the owner of the soil and the Commissioner of the General Land Office, Lessee may recycle gas for gas [ift purposes on the leased premises or for
injection into any oil or gas producing formation underlying the leased premises after the liquid hydrocarbons contained in the gas have been removed;
no royalties shall be payable on the recycled gas until it is produced 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:

Payment of royalty on production of oil and gas shall be as provided in the rules set forth in the Texas Register. Rules cumently 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 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,
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 and market value Including gas meter readings, pipeline receipts, gas line receipts and
other checks or memoranda of amount 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, disposition and market value. In all cases the authority of a manager or agent
to act for the Lessee herein must be filed in the General Land Office. Each royalty payment shall be accompanied by a check stub, schedule, summary k
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
grealer. A royalty payment which is over thirty (30) days late shall accrue a penalty of 10% of the royalty due or $25.00 whichever is greater. In addition
to a penalty, royalties shall accrue interest at a rate of 12% per year; such interest will begin to accrue 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 to prohibit the State's
right of forfeiture as provided by law nor act to postpone the date on which royalties were originally due. The above penalty provisions shall not apply in
cases of title dispute as to the State's portion of the royalty or to that portion of the royalty in dispute as to falr 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 oil and gas reserves underlying this lease or allocable to this lease and shall fumish said Commissioner with copies of
all contracts under which gas is sold or processed and all subsequent agreements and amendments o such contracts within thirty (30) days after
entering into or making such contracts, agn ts or anendments. Such contracts and agreements 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 lo the production,
transportation, sale and marketing of the oil and gas produced on said premises, including the books and accounts, receipts and discharges of all wells,
tanks, pools, meters, and pipelines shall at all times be subject to inspection and examination by the Commissioner of the General Land Office, the
Altorney General, the Govemnor, or the representative of any of thom.

(B) PERMITS, DRILLING RECORDS. Written notice of all operations on this lease shall be submitted to the Commissioner of the General
Land Office by Lessee or operator five (5) days before spud date, workover, re-entry, temporary abandonment or plug and abandonment of any well or
wells, Such written notice lo the General Land Office shall include copies of Railrcad Commission forms for application to drill. Copies of well tests,
completion reports and plugging reports shall be supplied to the General Land Office at the time they are filed with the Texas Railroad Commission. 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 govemmental agency shall include the word “State” in the titie. 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, cuttings and cores, or other
information relative to the operation of the above-described premises, which may be requested by the General Land Office, in addition to those herein
expressly provided for. Lessee shall have an electrical and/or radioactivity survey made on the bore-hole section, from the base of the surface casing to
the total depth of well, of all wells drilled on the above described premises and shall transmit a true copy of the log of each survey on each well to the
General Land Office within fifleen (15) days after the making of said survey.

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

11. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If, during the primary term hereof and prior to discovery and
production of o or gas on said land, Lessee shoukd drill a dry hole or holes thereon, or if during the primary term hereof and after the discovery and
actual production of oll 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 cessation of production Lessee commences additional drilling or
reworking operations thereon, or pays or tenders 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 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 the expiration of the primary term; and if Lessee has not resumed
production in paying quantities at the expiration of the primary term, Lessee may maintain this lease by conducting additional drilling or reworking
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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 ol or gas well and upon the failure to make such payment, this lease shall ipso facto terminate. If at the
expiration of the primary term or any time thereafter a shut-in oil or gas well is Iccaied on the leased premises, payments may be made in accordance
with the shut-in provisions hereof.

412. 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 wells 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 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 terminate if Lessee commences additional drilling or reworking
operalions within sixty (60) days after such cessation, and this lease shall remain in full force and effect for so long as such operations conlinue 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 | d premt in paying quantities or payment
of shut-in oil or gas well royalties or payment of compensatory royalties is made as provided herein or as provided by law. If the drilling or reworking
operations result in the completion of a well as a dry hole, the lease will nol terminate if the Lessee commences additional drilling or reworking
operalions within sixty (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 (80) days. Lessee shall give written 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 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 markel, 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 each well capable of producing oil or gas in paying quantities. If
Paragraph 3 of this lease does not specify a delay rental amount, then for the purposes of this paragraph, the delay rental amount shall be one dollar
($1.00) per acre. To be effective, each initial shut-in oil or gas royalty must be paid on or before: (1) the expiration of the primary term, (2) 60 days after
the Lessee ceases o 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) to 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 to be a producing lease and the payment shall
extend the term of the lease for a period of one year from the end of the primary term, or from the first day of the month following the month in which
production ceased, and, after that, if no suitable production facilities or suitable market for the oil or gas exists, Lessee may extend the lease for two
more successive periods of one (1) year by paying the same amount each year on or before the expiration of each shut-in year.

15. COMPENSATORY ROYALTIES. If, during the period the lease is kept in effect by payment of the shut-in oil or gas royalty, oil or gas is
sold and delivered in paying quantities from a well located within one thousand (1,000) feet of the leased premises and completed in the same producing
reservoir, or in any case in which drainage is occurring, the right to continue 1o maintain the lease by paying the shul-in oil or gas royalty shall cease, but
the lease shall remain effective for the remainder of the year for which the royaity has been paid. The Lessee may maintain the lease for four more
successive years by Lessee paying compensatory royalty at the royalty rate provided in the lease of the market value of production from the well causing
the drainage or which is completed in the same producing reservoir and within one thousand (1,000) feet of the leased premises. The compensatory
royalty is to be paid monthly, one-half (1/2) to the Commissioner of the General Land Office and one-half (1/2) to the owner of the soil, beginning on or
before the last day of the month following the month in which the oil or gas is produced from the well causing the drainage or that is completed in the
same producing reservoir and located within one thousand (1,000) feet of the leased premises. If the compensatory royalty paid in any 12-month period
is an amount less than the annual shut-in oil or gas royalty, Lessee shall pay an amount equal to the difference within thirty (30) days from the end of the
12-month period. Compensatory royalty payments which are not timely paid will accrue penalty and interest in accordance with Paragraph 9 of this
lease, None of these provisions will relieve Lessee of the obligation of reasonable development nor the obligation to drill offset wells as provided in
Texas Natural Resources Code 52.173; however, at the determination of the Commissioner, and with the Commissioner's written approval, the payment
of compensatory royalties can satisfy the obligation to drill offset wells.

16. RETAINED ACREAGE. Notwithstanding any provision of this lease to the contrary, after a well producing or capable of producing oil or
gas has been completed on the leased premises, Lessee shall exercise the diligence of a reasonably prudent operator in drilling such additional weil 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 event this lease is in force and effect two (2) years after the expiration date of the primary or extended term it shall then
terminate as to all of the leased premises, EXCEPT (1) 40 acres surrounding each oil well capable of producing in paying quantities and 320 acres
surrounding each gas well capable of producing in paying quantities (including a shut-in oil or gas well as provided in Paragraph 14 hereof), or a well
upon which Lessee is then engaged in continuous drilling or reworking operations, or (2) the number of acres included in a producing pooled unit
pursuant lo Texas Natural Resources Code 52.151-52.154, or (3) such greater or lesser number of acres as may then be allocated for production
purposes to a proration unit for each such producing well under the rules and regulations of the Railroad Commission of Texas, or any successor
agency, or other governmental authority having jurisdiction. If at any time after the effective date of the partial termination provisions hereof, the
applicable field rules are changed or the well or wells localed thereon are reclassified so that less acreage is thereafter allocated to said well or wells for
production purposes, this lease shall thereupon terminate as to all acreage not thereafter allocated to said well or wells for production purposes.
Notwithstanding the termination of this lease as to a portion of the lands covered hereby, Lessee shall nevertheless continue to have the nght of ingress
to and egress from the lands still subject to this lease for all purposes described in Paragraph 1 hereof, together with easements and rights-of-way for
existing roads, existing pipelines and other existing facilities on, over and across all the lands described in Paragraph 1 hereof (“the retained lands”), for
access lo and from the retained lands and for the gathering or transportation of oil, gas and other minerals produced from ihe retained lands.
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(B) HORIZONTAL. In the event this lease is in force and effect two (2) years after the expiration date of the primary or extended term it shall
further terminate as to all depths below 100 feet below the total depth drilled (hereinafter "deeper depths”) in each well located on acreage retained in
Paragraph 16 (A) above, unless on or before two (2) years after the primary or extended term Lessee pays an amount equal to one-half (1/2) of the
bonus ariginally paid as consideration for this lease (as specified on page 1 hereof). If such amount is paid, this lease shall be in force and effect as to
such deeper depths, and said termination shall be delayed for an additional period of two (2) years and so long thereafter as oil or gas is produced in
paying quantities from such deeper depths covered by this lease.

(C) IDENTIFICATION AND FILING. The surface acreage retained hereunder as to each well shall, as nearly as practical, be in the form of a
square with the well located in the center thereof, or such other shape as may be approved by the Commissioner of the General Land Office. Within
thirty (30) days afler partial termination of this lease as provided herein, Lessee shall execule and record a rel or rek containing a satisfactory
legal description of the acreage and/or depths not retained hereunder. The recorded release, or a certified copy of same, shall be filed in the General
Land Office, accompanied 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
to execute and record such release or releases within ninety (90) days after being requested to do so by the General Land Office, then the
Commissioner at his sole discretion may designate by written instrument the acreage and/or depths to be released hereunder 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. Neither the bonus, delay rentals, nor royalties paid, or to be paid, under this lease shall relieve Lessee of his obligation
to protect the oil and gas under the above-described land from being drained. Lessee, sublessee, receiver or other agent in control of the leased
premises shall drill as many wells as the facts may justify and shall use appropriate means and drill 1o a depth necessary to prevent undue drainage of
oil and gas from the leased premises. In addition, if cil 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 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 well or wells upon the leased premises within 100 days after the draining well or wells or the
well or wells completed within 1,000 feet of the leased premises start producing in commercial quantities and shall prosecute such drilling with diligence.
Only upon the determination of the Commissioner of the General Land Office and with his written approval may the payment of compensatory royalty
under applicab¥ Y par ters 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 conducting drilling operations on the leased premises, or from producing oil or gas from the leased 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
covenant shall be suspended and Lessee shall not be liable for damages for failure to comply with such covenants; additionally, this lease shall be
extended while Lessee is prevented, by any such cause, from conducting 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 to maintain this lease in effect during the primary term
in the absence of such drilling or reworking operations or production of oil or gas.

19. WARRANTY CLAUSE. The owner of the soil warrants and agrees to defend title to 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 soll in the leased premises by paying any morigage,
laxes or other liens on the leased premises. If Lessee makes payments on behalf of the owner of the sail 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 proportion which his interest bears to the entire undivided surface estate and the royalties and rental herein provided to be paid to
the Commissioner of the General Land Office of the State of Texas shall be likewise proportionately reduced. However, before Lessee adjusts the
royalty or rental due to the Commissioner of the General Land Office, Lessee or his authorized representative must submit to the Commissioner of the
General Land Office a written statement which explains the discrepancy between the interest purportedly leased under this lease and the actual interest
owned by the owner of the soil. The Commissioner of the General Land Office shall be paid the value of the whole production allocable to any undivided
interest not covered by a lease, less the proportionate development and production cost allocable to such undivided interest. However, in no event shall
the Commissioner of the General Land Office receive as a royalty on the gross production allocable 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, or f, at any time after the expiration of the primary term or the extended term, this lease covers a lesser number of acres than the total
amount described herein, payments that are made on a per acre basis hereunder shall be reduced according to the number of acres pooled, released,
surmendered, or otherwise severed, so that payments determined on a per acre basis under the terms of this lease during the primary term shall be
calculated based upon the number of acres outside the boundaries of a pooled unit, or, if after the expiration of the primary term, the number of acres
actually retained and covered by this lease.

21. USE OF WATER. Lessee shall have the right to use water produced on said land necessary for operations under this lease except water
from wells or tanks of the owner of the soil; provided, however, Lessee shall not use potable water or waler suitable for livestock or irrigation purposes
for waterflood operations without the prior consent of the owner of the soil.

22 AUTHORIZED DAMAGES. Lessee shall pay the owner of the soil for d.
improvements, livestock and crops on said land.

Q d by its operations to all p | property,
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 bam now on said premises without
the written consent of the owner of the soil.
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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 waler shall be prevented by the use of containment
facilities sufficient to prevent spillage, seepage or ground water contamination. In the event of pollution, Lessee shall use all means al its disposal to
recapture all escaped hydrocarbons or other pollutant and shall be responsible for all damage to publk'. and private properties. Lessee shall build and
maintain fences around its slush, sump, and drainage pits and tank batteries so as to protect i ck against loss, d ge or injury, and upon
completion or abandonment of any well or wells, Lessee shall fill and level all slush pits and “cellars and completely clean up the drilling site of all rubbish
thereon. Lessee shall, while conducting operations on the leased premises, keep said premises free of all rubbish, cans, botties, paper cups or garbage,
and upon completion of operations shall restore the surface of the land to as near its original condition and contours as is practicable. Tanks and
equipment will be kept painted and presentable.

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 quantities. Additionally, Lessee may not draw and remove casing until after thirty (30) days written
notice to the Commissioner of the General Land Office and to the owner of the soil. The owner of the soil shall become the owner of any machinery, |
fidures, or casing which are not timely removed by Lessee under the terms of this paragraph. !

27. (A) ASSIGNMENTS. Under the conditions contained in this paragraph and Paragraph 29 of this lease, the rights and estates of either
party to this lease may be assigned, in whole or in part, and the provisions of this lease shall extend to and be binding upon their heirs, devisees, legal
representatives, successors and assigns. However, a change or division in ownership of the land, rentals, or royalties will not enlarge the obligations of
Lessee, diminish the rights, privileges and estates of Lessee, impair the effectiveness of any payment made by Lessee or impair the effectiveness of any
acl performed by Lessee. And no change or division in ownership of the land, rentals, or royallies shall bind Lessee for any purpose until thirty (30) days
after the owner of the soil (or his heirs, devisees, legal representatives or assigns) furnishes the Lessee with satisfactory written evidence of the change |
in ownership, including the original recorded muniments of title (or a certified copy of such original) when the ownership changed because of a
conveyance. A lotal or partial assignment of this lease shall, to the extent of the interest assigned, relieve and discharge Lessee of all subsequent
obligations under this lease. If this lease is assigned in its entirety as to only part of the acreage, the right and option to pay rentals shall be apportioned
as between the several owners ratably, according to the area of each, and failure by one or more of them to pay his share of the rental shall not 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 to all rights and be subject to all obligations, liabilities, and penalties owed lo the State by the
original lessee or any prior assignee of the lease, including any liabilities to the State for unpaid royalties.

(B) ASSIGNMENT LIMITATION. Notwithstanding any provision in Paragraph 27(a), if the owner of the soil acquires this lease in whole or in
part 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 Commissioner. An assignment will be treated as if it were made to the owner of the soil if the
assignee is:

(1) a nominee of the owner of the soil;

(2) a corporation or subsidiary in which the owner of the soil is a principal stockholder 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 partnership;

(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;

(6) a fiduciary for the owner of the soil; including but not limited tc a guardian, trustee, executor, administrator, receiver, or conservator for the

owner of the soil; or

(7) a famity 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 execute and deliver to the |
owner of the soil and place of record a release or releases covering any portion or portions of the leased premises, and thereby surrender this lease as |
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 surrendered acreage bears to 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 |
sumender 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 situated, and the recorded instrument, or a copy of the recorded instrument certified by the County Clerk of the
county in which the instrument is recorded, must be filed in the General Land Office within 90 days of the last execution date accompanied by the
pr“crlbedl‘iimlu. Ifanysud\mignmhnotsoﬂed the rights acquired under this lease shall be subject to forfeiture at the option of the

of the G | Land Office.

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

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

32. FORFEITURE. If Lessee shall fail or refuse to make the payment of any sum within thirty days after it becomes due, or if Lessee or an
authorized agent should knowingly make any false return or false report concerning production or drilling, or if Lessee shall fail or refuse to drill any
offset 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 to file reports in the manner required by law or fail to comply with rules and regulations promulgated by the General Land Office, the School
Land Board, or the Railroad Commission, or if Lessee should refuse the proper authority access to the records pertaining to operations, or if Lessee or
an authorized agent should knowingly fail or refuse to give comect information to the proper authority, or knowingly fail or refuse lo furnish the General
Land Office a correct log of any well, or if Lessee shall knowingly violate any of the material provisions of this lease, or if this lease is assigned and the
assignment is not filed in the General Land Office as required by law, the rights acquired under this lease shall be subject to forfeiture by the
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Commissioner, and he shall forfeit same when sufficiently informed of the facts which authorize a forfeiture, and when forfeited the area shall again be
subject lo lease under the terms of the Relinquishment Act. However, nothing herein shall be construed as waiving the automatic termination of this
lease by operation of law or by reason of any special limitation arising hereunder. Forfeitures may be set aside and this lease and all rights thereunder
reinstated before the rights of another intervene upon satisfactory evidence to the Commissioner of the General Land Office of future compliance with
the provisions of 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 money that may become due under this lease. By acceptance of
this lease, Lessee grants the State, in addition to the lien provided by Texas Natural Resources Code 52.136 and any other applicable statutory lien, an
W‘lm-:udimmmmlmtlnllhnedniwlhhmdmedmm d p all p ds which may accrue to
mmmmdmwmmﬁ mnusuchprocm:nhddbywaoarbylmmpm Imdlﬂ:ctumonmdlmprovmmblomc
leased p used in ction with the production or prc g of such k d minerals in order to secure the payment of all royalties or other
unounh due or to bacome due under this lease and to secure pnymsnl of any damages or loss that Lessor may suffer by reason of Lessee's breach of
any covenant or condition of this lease, whether express or implied. This lien and security interest may be foreclosed with or without court proceedings in
the manner provided in the Title 1, Chap. 9 of the Texas Business and Commorca Code Lessee agrees that the Commissioner may require Lessee lo
execute and record such instruments as may be bly 1 ck , attach or perfect this lien. Lessee hereby represents that there
nranopnoruupannriuummmmwm:mnuupmmmwwywmm:mmuﬁlaau
Should the Commissioner at any time determine that this representation is not true, then the Commissioner may declare this lease forfeited as provided
herein.

34. POOLING, Lessee is hereby granted the right to pool or unitize the royalty interest of the owner of the soil under this lease with any other
leasehold or mineral interest for the exploration, development and production of oil or gas or either of them upon the same lerms as shall be approved
by the School Land Board and the Commissioner of the General Land Office for the pooling or unitizing of the interest of the State under this lease
pursuant to Texas Natural Resources Code 52.151-52.154. The owner of the soil agrees that the inclusion of this provision in this lease satisfies the
execution requirements stated In Texas Natural Resources Code 52.152.

35. INDEMNITY. Lessee hereby releases and discharges the State of Texas and the owner of the soll, 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 aclivities 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 arise 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 omission of Lessee. Further, Lessee hereby agrees to be liable for, exonerate, indemnify,
defend and hold harmless the State of Texas and the owner of the soll, their officers, employees and agents, their successors or assigns, against any
and all claims, liabilities, losses, damages, actions, personal injury (including death), costs and expenses, or other harm for which recovery of damages l
is sought, under any theory including tort, contract, or strict liability, including attorneys' fees and other legal expenses, including those related to
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 Lessee'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, empioyees, partners, agents, contractors, subcontractors, guests, invitees, and their
respective successors and assigns. Each assignee of this Agreement, or an interest therein, agrees lo be liable for, exonerate, indemnify, defend and
hold harmless the State of Texas and the owner of the soll, their officers, employees, and agents in the same manner provided above in connection with
the activities of Lessee, its officers, employees, and agents as described above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF
THE INDEMNITY OBLIGATIONS AND\OR LIABILITIES ASSUMED UNDER THE TERMS OF THIS AGREEMENT SHALL BE 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.

36. ENVIRONMENTAL HAZARDS. Lessee shall use the highest degree of care and all reasonable safeguards to prevent contamination or
poliution of any environmental medium, including soil, surface waters, groundwater, sediments, and surface or subsurface strata, ambient air or any
other environmental medium in, on, or under, the leased premises, by any waste, pollutant, or contaminant. Lessee shall not bring or permit to remain on
the leased premises any asbestos containing materials, explosives, toxic materials, or substances regulated as hazardous wastes, hazardous materials,
hazardous substances (as the term "Hazardous Substance” is defined in the Comprehensive Environmental Response, Compensation and Liability Act
(CERCLA), 42 U.S.C. Sections 9601, et seq.), or toxic substances under any federal, state, or local law or regulation ("Hazardous Materials”), excepl
ordinary products commonly used in connection with cil and gas exploration and development operations and stored in the usual manner and quantities.
LESSEE’S VIOLATION OF THE FOREGOING PROHIBITION SHALL CONSTITUTE A MATERIAL BREACH AND DEFAULT HEREUNDER AND
LESSEE SHALL INDEMNIFY, HOLD HARMLESS AND DEFEND THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND AGAINST
ANY CLAIMS, DAMAGES, JUDGMENTS, PENALTIES, LIABILITIES, AND COSTS (INCLUDING REASONABLE ATTORNEYS' FEES AND COURT
COSTS) CAUSED BY OR ARISING OUT OF (1) A VIOLATION OF THE FOREGOING PROHIBITION OR (2) 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 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.
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38. EXECUT!ON.Thi:ciImdgahusmulbu:ignod 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 Office 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 Stale and the prescribed filing fee shall
accompany such certified copy to the General Land Office.

40. Rentals in the amount of §_22.67 for years two and three of this lease have been prepaid. One half (1/2) of this amount has been paid to
the Lessor and one half (1/2) has been paid to the STATE OF TEXAS. Rental for the fourth year in the amount of $.2,.278.00 has not been paid and if
the fourth year rental is not paid then this lease will expire. One half (1/2) of the fourth year rental will be paid to the Lessor and one-half (1/2) will be
paid to the State of Texas. Rental for the fifth year is included in the fourth year rental and if the fourth year rental is paid, then no additional rentals are

due under this lease.
(-2, 4-17 £

41. See “ADDEDNDUM TO LEASE” for additional provisions & 1 <7 10~/ 5

Lessee
CHESAPEAKE EXPLO ION LI D PARTNERSHIP,
an Oklahoma limited pértnership,

7z e

|
|
Henry J. Hood, Senior che{r&eident — Land and Legal and GeneralCounsel {

BY:

Chesapeake Operating, Inc., General Partner ‘,

Title:

Date:

STATE OF TEXAS

H-S Minerals and Realty, Ltd

By: Cydney H Shepard, President
Date:__2 / {,/ Ly
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STATE OF _QKLAHOMA (CORPORATION ACKNOWLEDGMENT)
i COUNTY OF QKLAHOMA

Thsnwm“mknmagedbdmmmlhep%d M'/z‘ow by ugnu_umm

stareor___ [e4AS
counTYOF _JTOWIS

BEFORE ME, the undersigned authority, on this day personally appeared :
H-S Minerals and Really, Ltd.. on behalf of said parinership known to me to be the person whose name Is subscribed to the foraqoing Iinstruments as
and acknowledged to me that he executed the same for the purposes and consideration therein expressed.

Given under my hand and seal of office this the G dayol _February 2007

Notary Public in and for

MELISSA KAY MILLER
MY COMMISSION EXPIRES
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ADDENDUM TO LEASE

Attached to and made a part of that certain Oil and Gas Lease dated January 22, 2007 by and between the STATE OF
TEXAS, acting by and through its agent, H-S Minerals and Realty, Ltd, By: RC Starr, LLC, General Partner, By: Cydney H
Shepard, President, Owner of the Soil, and Chesapeake Exploration Limited Partoership, Lessee.

Notwithstanding any provisions of this Lease to the contrary, it is expressly understood and agreed by and between the parties that:

10.

1.

12.

13.

Lessee shall not use any existing water, whether from wells, tanks, ponds or reservoirs, from Leased Premises without prior
written consent of Lessor as owner of the surface estate. Lessee, its successors and assigns, may itself drill a water well and
then use the potable water from that well for drilling operations that are conducted on the Leased Premises or lands pooled
therewith. However, Lessee shall have no right to the use of potable water from the Leased Premises for water flooding or
secondary recovery operations without the prior written consent of Lessor as the owner of the surface estate. In the event
Lessee drills a new well and encounters non-potable water which is certified as not suitable for human, animal or agricultural
use, Lessee may use same for its drilling, water flooding or secondary recovery operations. Lessee may not drill a new well
within 500 feet of an existing water well located on the leased premises without Lessor’s prior written consent. In the event
lessee drills a water well on the Leased Premises and completes its use of same, upon termination of Lessees use of said
water well, Lessee will give Lessor a thirty (30) day written notice as to Lessee’s intention to plug and abandon said water
well. Lessor may during said thirty (3) day notice period, provide to Lessee a written request as to Lessor’s election to take
over the ownership of said water well and in such event, Lessee agrees upon receipt of written request by Lessor to transfer
said water well to Lessor as owners of the surface estate, upon Lessee’s execution of a written transfer instrument that
includes Lessor’s agreement to accept the water well ‘AS IS” without any warranty and Lessor's agreement to assume all
rights, responsibilities and liabilities, if any, for the operation and maintenance of said water well, including but not limited to
plugging of the well in accordance with any regulations of applicable governmental agency or agencies.

Lessee is granted the right to use existing roads on the leased premises for ingress and egress, and to the extent such roads are
used by Lessee, agrees to maintain, restore and keep roads in usable condition so long as this lease is in force and effect.
Lessee shall notify Lessor a minimum of 24 hours before cutting any new road, if necessary, into or on the leased premises.
Lessee shall install and maintain cattle guards at every fence crossing, said cattle guards to remain upon premises as Lessor’s
property at the expiration of this lease.

Lessee will bury and maintain all pipelines and electrical transmission lines 18 inches deep below the surface of the ground.
Lessee may use no more of the surface of the leased premises than is reasonably necessary to use for the purpose of which
this lease is granted, and it shall exercise all rights granted to it herein with due regard for the rights of the Owner of the Soil.
Lessee, its successors and assigns, shall not erect any building or houses on the leased premises and that only those structures
which are reasonably necessary for production facilities or tank batteries shall be erected on the surface of the leased
premises.

Lessee will not pollute any water aquifers or fresh water in, upon or under the leased premises, and Lessee agrees to notify
owner of the Soil in writing if fresh water is encountered during drilling, or if a fresh water formation is penetrated.

Lessee shall maintain all drill sites and other portions of the surface used or occupied by lessee, its successors or assigns, free
and clear of weed and noxious vegetation, and will maintain the same in a reasonable manner to prevent additional damage to
Owmer of the Soil, other land, and crops.

Upon written demand by Owner of the Soil, Lessee shall build and maintain fences around its slush, sump, and drainage pits
and tank batteries to protect livestock against loss, damage or injury; and upon completion or abandonment of any well or
wells, Lessee shall fill and level off all slush pits and cellars and completely clean up the drill site of all rubbish thereon.

In the event of a dry hole or production from a well which production ceases and the abandonment of such well, or upon the
abandonment of any well location, drill site, tank battery sitc or roadway, the premises will be restored by Lessee as nearly as
reasonably possible to its former condition at the cost and expense of Lessee, it being the intention of the parties hereto that
Lessee shall restore the surface to as nearly the state that it is in at the time of execution of this lease.

If all or any part of this lease is assigned, released, pooled or unitized, Lessee agrees to furnish the Owner of the Soil with a
copy of any such document.

. This lease grants no hunting or fishing rights whatsoever. Furthermore, Lessee, its agents, contractors, employees or assigns

shall be prohibited from carrying or transporting firearms of any type upon or across the herein described premises.

. Weather permitting, Lessee shall remove from the herein described premises any and all structures, equipment and property

of every kind and character placed by Lessee on said premises within ninety (90) days after Lessee has finished with the use
of the area where such structure, equipment and property are placed. After thirty (30) days written notice to Lessee by Owner
of the Soil, any such structure, equipment or property left on the lease premises by Lessee afier the ninety (90) day period,
shall at Lessor’s option, become the property of Owner of the Soil. Lessee shall properly plug all wells drilled by Lessee on
the leased premises in accordance with the requirement of the Railroad Commission of Texas, the Texas Natural Resources
Conservation Commission or other govenmental agencies having jurisdiction. In plugging the wells, Lessee shall cut off the
casing at least thirty six (36) inches below the surface.
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16. After the expiration of the primary term, and not withstanding paragraphs 16 (A) and 16 (B) above and any other provision
in this lease to the contrary, no portion of this lease will terminate if Lessee continues to drill a well (or wells) anywhere on
the leased premises with no more than one hundred and eighty (180) days between the release of the drilling rig on one well
and the commencement of actual drilling operations on a subsequent well (hereinafter referred to as “ continuous drilling™).
Upon the cessation of continuous drilling this lease shall terminate in accordance with the other relevant provisions herein.
If, however, Lessee has filed with the Texas Railroad Commission, no later than sixty (60) days prior to the expiration of the
said 180-day period, all requisite applications to drill the next well in the continuous drilling program, and Lessee is unable to
proceed with drilling pending authorization by the Texas Railroad Commission, then Lessee shall be allowed such additional
time as may be reasonably necessary to obtain the authorization and thereafter spud the subsequent well.

17. In the event that Lessor should own a lesser interest or not have the right to lease the interest paid for herein by Lessee,
Lessor shall reimburse Lessee for the amount paid herein for such lost interest.

Record = =~tuin to: .
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G°°l'8"3 P. Bush, Commissi

Date Filed:_1/L[/OS

By

CERTIFIED TRUE AND CORRECT COPY CERTIFICATE
STATE OF TEXAS

COUNTY OF REEVES

The above and foregoing is & full, true and correct photographic copy of the
originl record now in my lawful custody and possession, as lhe]sérg is
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_/ ‘Rellnqulshment Act Lease Form
Revisedy Septtmber 1997 '

Austin, Texas

OIL AND GAS LEASE

THIS AGREEMENT is made and entered into this 22™ day of January , 2007, between the State of Texas, acting

LAY %y and through its agent, Dorothy Jean Keenom as sole trustee of the Thomas Hill Puff Trust and the Nancy Puff Jones Trust and Agent for the State of
. LA R ]
sTexas of _1320 Lake Street, Fort Worth, TX 76102

said agent herein referred to as the owner of the soil (whether one or more), and . CHESAPEAKE EXPLORATION LIMITED PARTNERSHIP, an
o *s " * Oklahoma limited partnership, of P.O. Box 18496, Oklahoma City, Oklahoma 73154-0496, hereinafter called Lessee.

l.l.

. 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
*+"s4"the sole and only purpose of prospecting and drilling for and producing oil and gas, laying pipe lines, building tanks, storing oil and building power

stations, telephone lines and other structures thereon, to produce, save, take care of, treat and transport said products of the lease, the following lands
situated in __Reeves___County, State of Texas, to-wit:

Block 45, Public School Land Survey, A-3655
Section 2: All, General Land Office File No. 119585

Containing 640 acres, more or less. The bonus consideration paid for this lease is as follows:

To the State of Texas n Thousand One Hundred Eigh nd 50/1
Dollars ($ _14,118.50 )

To the owner of the soil: Fourteen Thousand One Hundred Eighteen and 50/100
Dollars ($_14,118.50 )

Total bonus consideration:_Twenty Eight Thousand Two Hundred Thirty Seven a

Dollars ($_28.237.00 )
The total bonus consideration paid represents a bonus of Three Hundred Two Dollars ($302.00) per acre, on __93.5  net acres.

2. TERM. Subject to the other provisions in this lease, this lease shall be for aterm 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.

True and Correct




J 1 bELAY RENTALS. If no well is 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 regardiess of changes in the ownership of said land), the amount specified below; in addition,
Lessee shall pay or tender to the COMMISSIONER OF THE GENERAL LAND OFFICE OF THE STATE OF TEXAS, AT AUSTIN, TEXAS, a like sum on
or before said date. Payments under this paragraph shall operate as 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 Delay Rental:

(Dollars § )

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

o8 4. PRODUCTION ROYALTIES. Upon production of oil and/or gas, Lessee agrees to pay or cause to be paid one-half (1/2) of the royalty provided for in
+ *..dhis 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
e s BON

-.:.:- (A) OIL. Royalty payable on oil, which is defined as including all hydrocarbons produced in a liquid form at the mouth of the well and also as
all condensate, distillate, and other liquid hydrocarbons recovered from oil or gas run through a separator or other equipment, as hereinafter provided,
. Shallbe 22.5% part of the gross production or the market value thereof, at the option of the owner of the soil or the Commissioner of the General
Land Office, such value to be determined by 1) the highest 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 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 free of cost to the royalty owners through an adequate oil
and gas separator of conventional type, or other equipment at least as efficient, 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 they prescribe.

...

(B) NON PROCESSED GAS. Royalty on any gas (including flared gas), which is defined as all hydrocarbons and gaseous substances not
defined as oil in subparagraph (A) above, produced from any well on said land (except as provided herein with respect to gas processed in a plant for
the extraction of gasoline, liquid hydrocarbons or other products) shall be 22.5% part of the gross production or the market value thereof, at the
option of the owner of the soil or the Commissioner of the General Land Office, such value to be based on the highest market price paid or offered for
gas of comparable quality in the general area where produced and when run, or the gross price paid or offered to the producer, whichever is the greater;
provided that the maximum pressure base in measuring the gas under this lease shall not at any time exceed 14.65 pounds per square inch absolute,
and the standard base temperature shall be sixty (60) degrees Fahrenheit, correction to be made for pressure according to Boyle's Law, and for specific
gravity according to tests made 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. Royalty on any gas processed in a gasoline plant or other plant for the recovery of gasoline or other liquid
hydrocarbons shall be 22.5% part of the residue gas and the liquid hydrocarbons extracted or the market value thereof, at the option of the owner
of the soil or the Commissioner of the General Land Office. All royalties due herein shall be based on one hundred percent (100%) of the total plant
production of residue gas attributable to gas produced from this lease, and on fifty percent (50%), or that percent accruing to Lessee, whichever is the
greater, of the total plant production of liquid hydrocarbons attributable to the gas produced from this lease; provided that if liquid hydrocarbons are
recovered from gas processed in a plant in which Lessee (or its parent, subsidiary or affiliate) owns an interest, then the percentage applicable to liquid
hydrocarbons shall be fifty percent (50%) or the highest percent accruing to a third party processing gas through such plant under a processing
agreement negotiated at arm'’s length (or if there is no such third party, the highest percent then being specified in processing agreements or contracts in
the industry), whichever is the greater. The respective royalties on residue gas and on liquid hydrocarbons shall be determined by 1) the highest market
price paid or offered for any gas (or liquid hydrocarbons) of comparable quality in the general area, or 2) the gross price paid or offered for such residue
gas (or the weighted average gross selling 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 products produced or manufactured from gas (excepting liquid
hydrocarbons) whether said gas be “casinghead,” “dry,” or any other gas, by fractionating, burning or any other processing shall be 22.5%
part of
the gross production of such products, or the market value thereof, at the option of the owner of the soil or the Commissioner of the General Land Office,
such market value to be determined as follows: 1) on the basis of the highest market price of each product for the same month in which such product is

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

5. MINIMUM ROYALTY. During any year after the expiration of the primary term of this lease, if this lease is maintained by production, the
royalties paid under this lease in no event shall be less than an amount equal to the total annual delay rental herein provided; otherwise, there shall be
due and payable on or before the last day of the month succeeding the anniversary date of this lease a sum equal to the total annual rental less the
amount of royalties paid during the preceding year. If Paragraph 3 of this lease does not specify a delay rental amount, then for the purposes of this
paragraph, the delay rental amount shall be one dollar ($1.00) per acre.
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= Lk ROYALTY IN KIND. Notwithstanding any other provision in this lease, at any time or from time to time, the owner of the soil or the

* Commsssnonqr of the General Land Office may, at the option of either, upon not less than sixty (60) days notice to the holder of the lease, require that the

payment of any royalties accrtiing to such royalty owner under this lease be made in kind. The owner of the soil's or the Commissioner of the General
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. NO DEDUCTIONS. Lessee agrees that all royalties accruing under this lease (including those paid in kind) shall be without deduction for
the cost of producing, gathering, storing, separating, treating, dehydrating, compressing, processing, transporting, and otherwise making the oil, gas and
other products hereunder ready for sale or use. Lessee agrees to compute and pay royalties on the gross value received, including any reimbursements
for severance 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 to process gas produced hereunder in any processing plant. Notwithstanding any other provision of this lease, and subject to the written consent of
the owner of the soil and the Commissioner of the General Land Office, Lessee may recycle gas for gas lift purposes on the leased premises or for
injection into any oil or gas producing formation underlying the leased premises after the liquid hydrocarbons contained in the gas have been removed,
no royalties shall be payable on the recycled gas until it is produced 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:

Payment of royalty on production of oil and gas shall be as provided in the rules set forth in the Texas Register. Rules currently provide that royailty 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 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,
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 and market value including gas meter readings, pipeline receipts, gas line receipts and
other checks or memoranda of amount produced and put into pipelines, tanks, or pools and gas lines or gas storage, and any other reports or records

o *** Jwhich the General Land Office may require to verify the gross production, disposition and market value. In all cases the authority of a manager or agent
**** to act for the Lessee herein must be filed in the General Land Office. Each royalty payment shall be accompanied 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
* *s greater. A royalty payment which is over thirty (30) days late shall accrue a penalty of 10% of the royalty due or $25.00 whichever is greater. In addition

to a penalty, royalties shall accrue interest at a rate of 12% per year; such interest will begin to accrue 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

R L royaltles to be paid as prescribed by the due date provided herein. Payment of the delinquency penalty shall in no way operate to prohibit the State's
. e nghl of forfeiture as provided by law nor act to postpone the date on which royalties were originally due. The above penalty provisions shall not apply in

cases of title dispute as to the State's portion of the royalty or to that portion of the royalty in dispute as to fair market value.

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shall annually fumish the Commissioner of the General Land Office
with its best possible estimate of oil and gas reserves underlying this lease or allocable to this lease and shall fumish said Commissioner with copies of
all contracts under which gas is sold or processed and all subsequent agreements and amendments to such contracts within thirty (30) days after
entering into or making such contracts, agreements or amendments. Such contracts and agreements when received by the General Land Office shall be
held in confidence by the General Land Office unless otherwise authorized by Lessee. All other contracts and records pertaining to the production,
transportation, sale and marketing of the oil and gas produced on said premises, including the books and accounts, receipts and discharges of all wells,
tanks, pools, meters, and pipelines shall at all times be subject to inspection and examination by the Commissioner of the General Land Office, the
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 submitted to the Commissioner of the General
Land Office by Lessee or operator five (5) days before spud date, workover, re-entry, temporary abandonment or plug and abandonment of any well or
wells. Such written notice to the General Land Office shall include copies of Railroad Commission forms for application to drill. Copies of well tests,
completion reports and plugging reports shall be supplied to the General Land Office at the time they are filed with the Texas Railroad Commission. 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 “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, cuttings and cores, or other
information relative to the operation of the above-described premises, which may be requested by the General Land Office, in addition to those herein
expressly provided for. Lessee shall have an electrical and/or radicactivity survey made on the bore-hole section, from the base of the surface casing to
the total depth of well, of all wells drilled on the above described premises and shall transmit a true copy of the log of each survey on each well to the
General Land Office within fifteen (15) days after the making of said survey.

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

11. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If, during the primary term hereof and prior to discovery and
production of oil or gas on said land, Lessee should drill a dry hole or holes thereon, or if during the primary term hereof and after the discovery and
actual production of oil or gas from the leased premises such production thereof should cease from any cause, this lease shall not terminate if on or
before the expiration of sixty (60) days from date of completion of said dry hole or cessation of production Lessee commences additional drilling or
reworking operations thereon, or pays or tenders 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 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 the expiration of the primary term; and if Lessee has not resumed
production in paying quantities at the expiration of the primary term, Lessee may maintain this lease by conduWMmﬁ]rddlthg

rd "




opera\ién_s 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 term or any time thereafter a shut-in oil or gas well is located on the leased premises, payments may be made in accordance
with the shut-in provisions hereof.

12. DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM. If, 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 wells 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 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 terminate if Lessee commences additional drilling or reworking
operations within sixty (60) days after such cessation, and this lease shall remain in full force and effect for so long as such operations continue in good
faith and 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 quantities or payment
of shut-in oil or gas well royalties or payment of compensatory royalties is made as provided herein or as provided by law. If the drilling or reworking
operations result in the completion of a well as a dry hole, the lease will not terminate if the Lessee commences additional drilling or reworking
operations within sixty (60) days after the completion of the well 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 written 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 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 each well capable of producing oil or gas in paying quantities. If
**** Paragraph 3 of this lease does not specify a delay rental amount, then for the purposes of this paragraph, the delay rental amount shall be one dollar

($1.00) per acre. To be effective, each initial shut-in oil or gas royalty must be paid on or before: (1) the expiration of the primary term, (2) 60 days after

"o " 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) to 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 to be a producing lease and the payment shall
extend the term of the lease for a period of one year from the end of the primary term, or from the first day of the month following the month in which
production ceased, and, after that, if no suitable production facilities or suitable market for the oil or gas exists, Lessee may extend the lease for two

o ore successive periods of one (1) year by paying the same amount each year on or before the expiration of each shut-in year.

15. COMPENSATORY ROYALTIES. If, during the period the lease is kept in effect by payment of the shut-in oil or gas royalty, oil or gas is
sold and delivered in paying quantities from a well located within one thousand (1,000) feet of the leased premises and completed in the same producing
reservoir, or 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 remainder of the year for which the royalty has been paid. The Lessee may maintain the lease for four more
successive years by Lessee paying compensatory royalty at the royalty rate provided in the lease of the market value of production from the well causing
the drainage or which is completed in the same producing reservoir and within one thousand (1,000) feet of the leased premises. The compensatory
royalty is to be paid monthly, one-half (1/2) to the Commissioner of the General Land Office and one-half (1/2) to the owner of the soil, beginning on or
before the last day of the month following the month in which the oil or gas is produced from the well causing the drainage or that is completed in the
same producing reservoir and located within one thousand (1,000) feet of the leased premises. If the compensatory royalty paid in any 12-month period
is an amount less than the annual shut-in oil or gas royalty, Lessee shall pay an amount equal to the difference within thirty (30) days from the end of the
12-month period. Compensatory royalty payments which are not timely paid will accrue penalty and interest in accordance with Paragraph 9 of this
lease. None of these provisions will relieve Lessee of the obligation of reasonable development nor the obligation to drill offset wells as provided in
Texas Natural Resources Code 52.173; however, at the determination of the Commissioner, and with the Commissioner's written approval, the payment
of compensatory royalties can satisfy the obligation to drill offset wells.

16. RETAINED ACREAGE. Notwithstanding any provision of this lease to the contrary, after a well producing or capable of producing oil or
gas has been completed on the leased premises, Lessee shall exercise the diligence of a reasonably prudent operator in drilling such additional 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 event this lease is in force and effect two (2) years after the expiration date of the primary or extended term it shall then
terminate as to all of the leased premises, EXCEPT (1) 40 acres surrounding each oil well capable of producing in paying quantities and 320 acres
surrounding each gas well capable of producing in paying quantities (including a shut-in oil or gas well as provided in Paragraph 14 hereof), or a well
upon which Lessee is then engaged in continuous drilling or reworking operations, or (2) the number of acres included in a producing pooled unit
pursuant to Texas Natural Resources Code 52.151-52.154, or (3) such greater or lesser number of acres as may then be allocated for production
purposes to a proration unit for each such producing well under the rules and regulations of the Railroad Commission of Texas, or any successor
agency, or other governmental authority having jurisdiction. If at any time after the effective date of the partial termination provisions hereof, the
applicable field rules are changed or the well or wells located thereon are reclassified so that less acreage is thereafter allocated to said well or wells for
production purposes, this lease shall thereupon terminate as to all acreage not thereafter allocated to said well or wells for production purposes.
Notwithstanding the termination of this lease as to a portion of the lands covered hereby, Lessee shall nevertheless continue to have the right of ingress
to and egress from the lands still subject to this lease for all purposes described in Paragraph 1 hereof, together with easements and rights-of-way for
existing roads, existing pipelines and other existing facilities on, over and across all the lands described in Paragraph 1 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.
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¥ {B) HORIZONTAL. In the event this lease is in force and effect two (2) years after the expiration date of the primary or extended term it shall

.’ furtber terminate as to all depths below 100 feet below the total depth drilled (hereinafter "deeper depths”) in each well located on acreage retained in

Paragraph 16 (A) above, unless on or before two (2) years after the primary or extended term Lessee pays an amount equal to one-half (1/2) of the
bonus originally paid as consideration for this lease (as specified on page 1 hereof). If such amount is paid, this lease shall be in force and effect as to
such deeper depths, and said termination shall be delayed for an additional period of two (2) years and so long thereafter as oil or gas is produced in
paying quantities from such deeper depths covered by this lease.

(C) IDENTIFICATION AND FILING. The surface acreage retained hereunder as to each well shall, as nearly as practical, be in the form of a
square with the well located in the center thereof, or such other shape as may be approved by the Commissioner of the General Land Office. Within
thirty (30) days after partial termination of this lease as provided herein, Lessee shall execute and record a release or releases containing a satisfactory
legal description of the acreage and/or depths not retained hereunder. The recorded release, or a certified copy of same, shall be filed in the General
Land Office, accompanied 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
to execute and record such release or releases within ninety (90) days after being requested to do so by the General Land Office, then the
Commissioner at his sole discretion may designate by written instrument the acreage and/or depths to be released hereunder 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. Neither the bonus, delay rentals, nor royalties paid, or to be paid, under this lease shall relieve Lessee of his obligation
to protect the oil and gas under the above-described land from being drained. Lessee, sublessee, receiver or other agent in control of the leased
premises shall drill as many wells as the facts may justify and shall use appropriate means and drill to a depth necessary to prevent undue drainage of
oil and gas from the leased premises. In addition, if oil and/or gas should be produced in commercial quantities within 1,000 feet of the leased premises,
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 2 well or wells upon the leased premises within 100 days after the draining well or wells or the
well or wells completed within 1,000 feet of the leased premises start producing in commercial quantities and shall prosecute such drilling with diligence.
Only upon the determination of the Commissioner of the General Land Office and with his written approval may the payment of compensatory royalty
under applicable statutory parameters satisfy the obligation to drill an offset well or wells required under this paragraph.

L g
'"::' 18. FORCE MAJEURE. If, after a good faith effort, Lessee is prevented from complying with any express or implied covenant of this lease,
o.“.irom conducting drilling operations on the leased premises, or from producing oil or gas from the leased premises by reason of war, rebellion, riots,

. e

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
covenant shall be suspended and Lessee shall not be liable for damages for failure to comply with such covenants; additionally, this lease shall be

+ « extended while Lessee is prevented, by any such cause, from conducting 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 to maintain this lease in effect during the primary term
in the absence of such drilling or reworking operations or production of oil or gas.

19. WARRANTY CLAUSE. The owner of the soil warrants and agrees to defend title to 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 leased premises by paying any mortgage,
¢ **taxes or other liens on the leased premises. If Lessee makes payments on behalf of the owner of the soil under this paragraph, Lessee may recover the

cost of these payments from the rental and royalties due the owner of the soil.

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 proportion which his interest bears to the entire undivided surface estate and the royalties and rental herein provided to be paid to
the Commissioner of the General Land Office of the State of Texas shall be likewise proportionately reduced. However, before Lessee adjusts the
royalty or rental due to the Commissioner of the General Land Office, Lessee or his authorized representative must submit to the Commissioner of the
General Land Office a written statement which explains the discrepancy between the interest purportedly leased under this lease and the actual interest
owned by the owner of the soil. The Commissioner of the General Land Office shall be paid the value of the whole production allocable to any undivided
interest not covered by a lease, less the proportionate development and production cost allocable to such undivided interest. However, in no event shall
the Commissioner of the General Land Office receive as a royalty on the gross production allocable 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, or if, at any time after the expiration of the primary term or the extended term, this lease covers a lesser number of acres than the total
amount described herein, payments that are made on a per acre basis hereunder shall be reduced according to the number of acres pooled, released,
surrendered, or otherwise severed, so that payments determined on a per acre basis under the terms of this lease during the primary term shall be
calculated based upon the number of acres outside the boundaries of a pooled unit, or, if after the expiration of the primary term, the number of acres
actually retained and covered by this lease.

21. USE OF WATER. Lessee shall have the right to use water produced on said land necessary for operations under this lease except water
from wells or tanks of the owner of the soil, provided, however, Lessee shall not use potable water or water suitable for livestock or irrigation purposes
for waterflood operations without the prior consent of the owner of the soil.

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

23. PIPELINE DEPTH. When requested by the owner 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 written consent of the owner of the soil.
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. *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, seepage or ground water contamination. In the event of pollution, Lessee shall use all means at its disposal to
recapture all escaped hydrocarbons or other pollutant and shall be responsible for all damage to public and private properties. Lessee shall build and
maintain fences around its slush, sump, and drainage pits and tank batteries so as to protect livestock against loss, damage or injury; and upon
completion or abandonment of any well or wells, Lessee shall fill and level all slush pits and cellars and completely clean up the drilling site of all rubbish
thereon. 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 to as near its original condition and contours as is practicable. Tanks and
equipment will be kept painted and presentable.

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 quantities. Additionally, Lessee may not draw and remove casing until after thirty (30) days written
natice 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 lease, the rights and estates of either
party to this lease may be assigned, in whole or in part, and the provisions of this lease shall extend to and be binding upon their heirs, devisees, legal
representatives, successors and assigns. However, a change or division in ownership of the land, rentals, or royalties will not enlarge the obligations of
Lessee, diminish the rights, privileges and estates of Lessee, impair the effectiveness of any payment made by Lessee or impair the effectiveness of any
act performed by Lessee. And no change or division in ownership of the land, rentals, or royalties shall bind Lessee for any purpose until thirty (30) days
after the owner of the soil (or his heirs, devisees, legal representatives or assigns) furnishes the Lessee with satisfactory written evidence of the change
in ownership, including the original recorded muniments of title (or a certified copy of such original) when the ownership changed because of a
conveyance. A total or partial assignment of this lease shall, to the extent of the interest assigned, relieve and discharge Lessee of all subsequent

P obligations under this lease. If this lease is assigned in its entirety as to only part of the acreage, the right and pption to pay rentals shall be apportioned
+ ".e&s between the several owners ratably, according to the area of each, and failure by one or more of them to pay his share of the rental shall not affect
eese 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
® . o0 o TOPY Of such assignment in the General Land Office before the next rental paying date, the entire lease shall terminate for failure to pay the entire rental
. due under Paragraph 3. Every assignee shall succeed to all rights and be subject to all obligations, liabilities, and penalties owed to the State by the
onglnal lessee or any prior assignee of the lease, including any liabilities to the State for unpaid royalties.

(B) ASSIGNMENT LIMITATION. Notwithstanding any provision in Paragraph 27(a), if the owner of the soil acquires this lease in whole or in
part 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 Commissioner. An assignment will be treated as if it were made to the owner of the soil if the
assignee is:

on (1) a nominee of the owner of the soil;
LR (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 partnership;

(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;

(6) a fiduciary for the owner of the soil; including but not limited to a guardian, trustee, executor, administrator, receiver, or conservator for the

owner of the soil; or

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

28. RELEASES. Under the conditions contained in this paragraph and Paragraph 29, Lessee may at any time execute and deliver to the
owner of the soil and place of record a release or releases covering any portion or portions of the leased premises, and thereby surrender this lease as
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 surrendered acreage bears to the acreage which was covered by this lease
immediately prior to such surrender; however, such release will not relieve Lessee of any liabilities which may have accrued under this lease prior to the
surrender of such acreage.

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 situated, and the recorded instrument, or a copy of the recorded instrument certified by the County Clerk of the
county in which the instrument is recorded, must be filed in the General Land Office within 90 days of the last execution date accompanied 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 lease of the above-described land have been included in this instrument,
including the statement of the true consideration to be paid for the execution of this lease and the rights and duties of the parties. Any collateral
agreements concerning the development of oil and gas from the leased premises which are not contained in this lease render this lease invalid.

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

32. FORFEITURE. If Lessee shall fail or refuse to make the payment of any sum within thirty days after it becomes due, or if Lessee or an
authorized agent should knowingly make any false return or false report concerning production or drilling, or if Lessee shall fail or refuse to drill any
offset 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 to file reports in the manner required by law or fail to comply with rules and regulations promulgated by the General Land Office, the School
Land Board, or the Railroad Commission, or if Lessee should refuse the proper authority access to the records pertaining to operations, or if Lessee or
an authorized agent should knowingly fail or refuse to give comrect information to the proper authority, or knowingly fail or refuse to furnish the General
Land Office a correct log of any well, or if Lessee shall knowingly violate any of the material provisions of this lease, or if this lease is ass gd ?
assignment is not filed in the General Land Office as required by law, the rights acquired under this lease s} subjeH 45 ﬂﬂgl Q IE?#E
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.-bommissioner, and he shall forfeit same when sufficiently informed of the facts which authorize a forfeiture, and when forfeited the area shall again be
- subject to lease’ under the terms of the Relinquishment Act. However, nothing herein shall be construed as waiving the automatic termination of this
lease by operation of law or by reason of any special limitation arising hereunder. Forfeitures may be set aside and this lease and all rights thereunder
reinstated before the rights of another intervene upon satisfactory evidence to the Commissioner of the General Land Office of future compliance with

the provisions of 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 money that may become due under this lease. By acceptance of
this lease, Lessee grants the State, in addition to the lien provided by Texas Natural Resources Code 52.136 and any other applicable statutory lien, an
express contractual lien on and security interest in all leased minerals in and extracted from the leased premises, all proceeds which may accrue to
Lessee from the sale of such leased minerals, whether such proceeds are held by Lessee or by a third party, and all fixtures on and improvements to the
leased premises used in connection with the production or processing of such leased minerals in order to secure the payment of all royalties or other
amounts due or to become due under this lease and to secure payment of any damages or loss that Lessor may suffer by reason of Lessee's breach of
any covenant or condition of this lease, whether express or implied. This lien and security interest may be foreclosed with or without court proceedings in
the manner provided in the Title 1, Chap. 9 of the Texas Business and Commerce Code. Lessee agrees that the Commissioner may require Lessee to
execute and record such instruments as may be reasonably necessary to acknowledge, attach or perfect this lien. Lessee hereby represents that there
are no prior or superior liens arising from and relating to Lessee's activities upon the above-described property or from Lessee’s acquisition of this lease.
Should the Commissioner at any time determine that this representation is not true, then the Commissioner may declare this lease forfeited as provided
herein.

34. POOLING. Lessee is hereby granted the right to pool or unitize the royalty interest of the owner of the soil under this lease with any other
leasehold or mineral interest for the exploration, development and production of oil or gas or either of them upon the same terms as shall be approved
by the School Land Board and the Commissioner of the General Land Office for the pooling or unitizing of the interest of the State under this lease
pursuant to Texas Natural Resources Code 52.151-52.154. The owner of the soil agrees that the inclusion of this provision in this lease satisfies the
execution requirements stated in Texas Natural Resources Code 52.152.

.

0% 35. INDEMNITY. Lessee hereby releases and discharges the State of Texas and the owner of the soil, their officers, employees, partners,
« e agents, contractors, subcontractors, guests, invitees, and their respective successors and assigns, of and from all and any actions and causes of action
* e 00 o 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 arising out of, incidental to, or resulting from, the operations
« o9 Of OF for Lessee on the leased premises hereunder, or that may arise out of or be occasioned by Lessee's breach of any of the terms or provisions of this
*.*. . Pgreement, or by any other negligent or strictly liable act or omission of Lessee. Further, Lessee hereby agrees to be liable for, exonerate, indemnify,
defend and hold harmless the State of Texas and the owner of the soil, their officers, employees and agents, their successors or assigns, against any
and all claims, liabilities, losses, damages, actions, personal injury (including death), costs and expenses, or other harm for which recovery of damages
is sought, under any theory including tort, contract, or strict liability, including attorneys' fees and other legal expenses, including those related to
el 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
« « dfrom or in any way related to Lessee’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 to be liable for, exonerate, indemnify, defend and
hold harmless the State of Texas and the owner of the soil, their officers, employees, and agents 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 BE 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.

36. ENVIRONMENTAL HAZARDS. Lessee shall use the highest degree of care and all 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 materials, explosives, toxic materials, or substances regulated as hazardous wastes, hazardous materials,
hazardous substances (as the term "Hazardous Substance” is defined in the Comprehensive Environmental Response, Compensation and Liability Act
(CERCLA), 42 U.S.C. Sections 9601, et seq.), or toxic substances under any federal, state, or local law or regulation (*Hazardous Materials”), except
ordinary products commonly used in connection with oil and gas exploration and development operations and stored in the usual manner and quantities.
LESSEE’S VIOLATION OF THE FOREGOING PROHIBITION SHALL CONSTITUTE A MATERIAL BREACH AND DEFAULT HEREUNDER AND
LESSEE SHALL INDEMNIFY, HOLD HARMLESS AND DEFEND THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND AGAINST
ANY CLAIMS, DAMAGES, JUDGMENTS, PENALTIES, LIABILITIES, AND COSTS (INCLUDING REASONABLE ATTORNEYS' FEES AND COURT
COSTS) CAUSED BY OR ARISING OUT OF (1) A VIOLATION OF THE FOREGOING PROHIBITION OR (2) 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 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. True and Correct




s
. 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 Office 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 $_187.00 for years two and three of this lease have been prepaid. One half (1/2) of this amount has been paid
to the Lessor and one half (1/2) has been paid to the STATE OF TEXAS. Rental for the fourth year in the amount of $_18,793.50 has not been paid
and if the fourth year rental is not paid then this lease will expire. One half (1/2) of the fourth year rental will be paid to the Lessor and one-half (1/2) will
be paid to the State of Texas. Rental for the fifth year is included in the fourth year rental and if the fourth year rental is paid, then no additional rentals
are due under this lease.

41. See “ADDEDNDUM TO LEASE” for additional provisions
Lessee
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S']'ATE OF QELA OMA

(CORPORATION ACKNOWLEDGMENT)
COUNTY OF QKLAEQMA

This instrument was acknowledged before me on the is / day of f Z ?ﬁ.ﬂ’l{;ﬂﬁ 007, by Henry ,J Hood, as Senior Vgg
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STATE OF TEXAS

INDIVIDUAL ACKNOWLEDGMENT)
’fD!AN 0? !
COUNTYOF _ TARRANT LTI

BEFORE ME, the undersigned authority, on this day personally appeared h Keenom, sole trustee of the Thomas Hill Puff T
Nancy Puff Jones Trust, on behalf of said trusts, known to me to be the person whose name is subscribed to the foregoing instruments

acknowledged to me thathhe executed the same for the purposes and consideration therein expressed

i

Given under my hand and seal of office this the _29th  day of

January . 2007
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§ SETER JIMMIE L. HOOKS
e LA 4 A NOTARY PUBLIC
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ADDENDUM TO LEASE

Attached to and made a part of that certain Oil and Gas Lease dated January 22, 2007 by and between the STATE OF
TEXAS, acting by and through its agent, Dorothy Jean Keenom as sole trustee of the Thomas Hill Puff Trust and the Nancy
Puff Jones Trust, Owner of the Soil, and Chesapeake Exploration Limited Partnership, Lessee.

Notwithstanding any provisions of this Lease to the contrary, it is expressly understood and agreed by and between the parties that:

I

Lessee shall not use any existing water, whether from wells, tanks, ponds or reservoirs, from Leased Premises without prior
written consent of Lessor as owner of the surface estate. Lessee, its successors and assigns, may itself drill a water well and
then use the potable water from that well for drilling operations that are conducted on the Leased Premises or lands pooled
therewith. However, Lessee shall have no right to the use of potable water from the Leased Premises for water flooding or
secondary recovery operations without the prior written consent of Lessor as the owner of the surface estate. In the event
Lessee drills a new well and encounters non-potable water which is certified as not suitable for human, animal or agricultural
use, Lessee may use same for its drilling, water flooding or secondary recovery operations. Lessee may not drill a new well
within 500 feet of an existing water well located on the leased premises without Lessor’s prior written consent. In the event
lessee drills a water well on the Leased Premises and completes its use of same, upon termination of Lessees use of said
water well, Lessee will give Lessor a thirty (30) day written notice as to Lessee’s intention to plug and abandon said water
well. Lessor may during said thirty (3) day notice period, provide to Lessee a written request as to Lessor’s election to take
over the ownership of said water well and in such event, Lessee agrees upon receipt of written request by Lessor to transfer
said water well to Lessor as owners of the surface estate, upon Lessee’s execution of a written transfer instrument that
includes Lessor’s agreement to accept the water well ‘AS IS’ without any warranty and Lessor’s agreement to assume all
rights, responsibilities and liabilities, if any, for the operation and maintenance of said water well, including but not limited to
plugging of the well in accordance with any regulations of applicable governmental agency or agencies.

Lessee is granted the right to use existing roads on the leased premises for ingress and egress, and to the extent such roads are
used by Lessee, agrees to maintain, restore and keep roads in usable condition so long as this lease is in force and effect.
Lessee shall notify Lessor a minimum of 24 hours before cutting any new road, if necessary, into or on the leased premises.
Lessee shall install and maintain cattle guards at every fence crossing, said cattle guards to remain upon premises as Lessor’s
property at the expiration of this lease.

Lessee will bury and maintain all pipelines and electrical transmission lines 18 inches deep below the surface of the ground.
Lessee may use no more of the surface of the leased premises than is reasonably necessary to use for the purpose of which
this lease is granted, and it shall exercise all rights granted to it herein with due regard for the rights of the Owner of the Soil.
Lessee, its successors and assigns, shall not erect any building or houses on the leased premises and that only those structures
which are reasonably necessary for production facilities or tank batteries shall be erected on the surface of the leased
premises.

Lessee will not pollute any water aquifers or fresh water in, upon or under the leased premises, and Lessee agrees to notify
owner of the Soil in writing if fresh water is encountered during drilling, or if a fresh water formation is penetrated.

. Lessee shall maintain all drill sites and other portions of the surface used or occupied by lessee, its successors or assigns, free

and clear of weed and noxious vegetation, and will maintain the same in a reasonable manner to prevent additional damage to
Owner of the Soil, other land, and crops.

Upon written demand by Owner of the Soil, Lessee shall build and maintain fences around its slush, sump, and drainage pits
and tank batteries to protect livestock against loss, damage or injury; and upon completion or abandonment of any well or
wells, Lessee shall fill and level off all slush pits and cellars and completely clean up the drill site of all rubbish thereon.

In the event of a dry hole or production from a well which production ceases and the abandonment of such well, or upon the
abandonment of any well location, drill site, tank battery site or roadway, the premises will be restored by Lessee as nearly as
reasonably possible to its former condition at the cost and expense of Lessee, it being the intention of the parties hereto that
Lessee shall restore the surface to as nearly the state that it is in at the time of execution of this lease.

If all or any part of this lease is assigned, released, pooled or unitized, Lessee agrees to furnish the Owner of the Soil with a
copy of any such document.

This lease grants no hunting or fishing rights whatsoever. Furthermore, Lessee, its agents, contractors, employees or assigns
shall be prohibited from carrying or transporting firearms of any type upon or across the herein described premises.

. Weather permitting, Lessee shall remove from the herein described premises any and all structures, equipment and property

of every kind and character placed by Lessee on said premises within ninety (90) days after Lessee has finished with the use
of the area where such structure, equipment and property are placed. After thirty (30) days written notice to Lessee by Owner
of the Soil, any such structure, equipment or property left on the lease premises by Lessee after the ninety (90) day period,
shall at Lessor’s option, become the property of Owner of the Soil. Lessee shall properly plug all wells drilled by Lessee on
the leased premises in accordance with the requirement of the Railroad Commission of Texas, the Texas Natural Resources
Conservation Commission or other governmental agencies having jurisdiction. In plugging the wells, Lessee shall cut off the
casing at least thirty six (36) inches below the surface.
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l&. After the expiration of the primary term, and not withstanding paragraphs 16 (A) and 16 (B) above and any other provision

. inthis lease to thq contrary, no portion of this lease will terminate if Lessee continues to drill a well (or wells) anywhere on
the leased premises with no more than one hundred and eighty (180) days between the release of the drilling rig on one well
and the commencement of actual drilling operations on a subsequent well (hereinafter referred to as “ continuous drilling”).
Upon the cessation of continuous drilling this lease shall terminate in accordance with the other relevant provisions herein.
If, however, Lessee has filed with the Texas Railroad Commission, no later than sixty (60) days prior to the expiration of the
said 180-day period, all requisite applications to drill the next well in the continuous drilling program, and Lessee is unable to
proceed with drilling pending authorization by the Texas Railroad Commission, then Lessee shall be allowed such additional
time as may be reasonably necessary to obtain the authorization and thereafter spud the subsequent well.

17. In the event that Lessor should own a lesser interest or not have the right to lease the interest paid for herein by Lessee,
Lessor shall reimburse Lessee for the amount paid herein for such lost interest.
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General Land Office .
Relinquishment Act Lease Fonmn ) l-/
RevisedsSeptember 1997 '

Austin, Texas

OIL AND GAS LEASE

THIS AGREEMENT is made and entered into this 22™ day of January , 2007, between the State of Texas, acting

by and through its agent, Hill Investments, Ltd., By: Casody Enterprises, LLC, General Partner, By: Alan M. Hill, President and Agent for the State of
Texas of _PO Box 1568, Cedar Park, TX 78630

said agent herein referred to as the owner of the soil (whether one or more), and . CHESAPEAKE EXPLORATION LIMITED PARTNERSHIP, an
Oklahoma limited partnership, of P.O. Box 18496, Oklahoma City, Oklahoma 73154-0496, 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
performed by Lessee under this lease, the State of Texas acting by and through the owner of the soil, hereby grants, leases and lets unto Lessee, for
the sole and only purpose of prospecting and drilling for and producing oil and gas, laying pipe lines, building tanks, storing oil and building power
stations, telephone lines and other structures thereon, to produce, save, take care of, treat and transport said products of the lease, the following lands
situated in __Reeves County, State of Texas, to-wit:

Block 45, Public School Land Survey, A-3655
Section 2: All, General Land Office File No. 119585

Containing 640 acres, more or less. The bonus consideration paid for this lease is as follows:

To the State of Texas __One Thousand Seven Hundred Eleven and 34/100
Dollars ($ 1.711.34 )

To the owner of the soil: One Th nd Seven Hundred Eleven and 34/1
Dollars ($_1.711.34 )

Total bonus consideration:_Three Thousand Four Hundred Twenty Two and 68/100
Dollars ($_3.422.68 )

The total bonus consideration paid represents a bonus of Three Hundred Two Dollars ($302.00) per acre, on __11.333334 _ net acres.

2. TERM. Subject to the other provisions in this lease, this lease shall be for aterm 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.
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- 3.' DELAY RENTALS. If no well is 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 Delay Rental:

(Dollars  § )

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

4. PRODUCTION ROYALTIES. Upon production of oil and/or gas, Lessee agrees to pay or cause to be paid one-half (1/2) of the royalty provided for in
this 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 payable on oil, which is defined as including all hydrocarbons produced in a liquid form at the mouth of the well and aiso as
all condensate, distillate, and other liquid hydrocarbons recovered from oil or gas run through a separator or other equipment, as hereinafter provided,
shall be 22.5% part of the gross production or the market value thereof, at the option of the owner of the soil or the Commissioner of the General
Land Office, such value to be determined by 1) the highest 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 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 free of cost to the royalty owners through an adequate oil
and gas separator of conventional type, or other equipment at least as efficient, 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 they prescribe.

(B) NON PROCESSED GAS. Royalty on any gas (including flared gas), which is defined as all hydrocarbons and gaseous substances not
defined as oil in subparagraph (A) above, produced from any well on said land (except as provided herein with respect to gas processed in a plant for
the extraction of gasoline, liquid hydrocarbons or other products) shall be 22.5% part of the gross production or the market value thereof, at the
option of the owner of the soil or the Commissioner of the General Land Office, such value to be based on the highest market price paid or offered for
gas of comparable quality in the general area where produced and when run, or the gross price paid or offered to the producer, whichever is the greater;
provided that the maximum pressure base in measuring the gas under this lease shall not at any time exceed 14.65 pounds per square inch absolute,
and the standard base temperature shall be sixty (60) degrees Fahrenheit, correction to be made for pressure according to Boyle's Law, and for specific
gravity according to tests made 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. Royalty on any gas processed in a gasoline plant or other plant for the recovery of gasoline or other liquid
hydrocarbons shall be 22.5% part of the residue gas and the liquid hydrocarbons extracted or the market value thereof, at the option of the owner
of the soil or the Commissioner of the General Land Office. All royalties due herein shall be based on one hundred percent (100%) of the total plant
production of residue gas attributable to gas produced from this lease, and on fifty percent (50%), or that percent accruing to Lessee, whichever is the
greater, of the total plant production of liquid hydrocarbons attributable to the gas produced from this lease; provided that if liquid hydrocarbons are
recovered from gas processed in a plant in which Lessee (or its parent, subsidiary or affiliate) owns an interest, then the percentage applicable to liquid
hydrocarbons shall be fifty percent (50%) or the highest percent accruing to a third party processing gas through such plant under a processing
agreement negotiated at arm’s length (or if there is no such third party, the highest percent then being specified in processing agreements or contracts in
the industry), whichever is the greater. The respective royalties on residue gas and on liquid hydrocarbons shall be determined by 1) the highest market
price paid or offered for any gas (or liquid hydrocarbons) of comparable quality in the general area, or 2) the gross price paid or offered for such residue
gas (or the weighted average gross selling 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 products produced or manufactured from gas (excepting liquid
hydrocarbons) whether said gas be “casinghead,” “dry,” or any other gas, by fractionating, burning or any other processing shall be 22.5%
part of
the gross production of such products, or the market value thereof, at the option of the owner of the soil or the Commissioner of the General Land Office,
such market value to be determined as follows: 1) on the basis of the highest market price of each product for the same month in which such product is

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

5. MINIMUM ROYALTY. During any year after the expiration of the primary term of this lease, if this lease is maintained by production, the
royalties paid under this lease in no event shall be less than an amount equal to the total annual delay rental herein provided; otherwise, there shall be
due and payable on or before the last day of the month succeeding the anniversary date of this lease a sum equal to the total annual rental less the
amount of royalties paid during the preceding year. If Paragraph 3 of this lease does not specify a delay renial amounL then fq ,}ha pu:pp?es of this
paragraph, the delay rental amount shall be one dollar ($1.00) per acre. :
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6. ROYALTY IN KIND. Notwithstanding any other provision in this lease, at any time or from time to time, the owner of the soil or the
Commissioner of the General Land Office may, at the option of either, upon not less than sixty (60) days notice to the holder of the lease, require that the
payment of any royalties accn';ing to such royalty owner under this lease be made in kind. The owner of the soil's or the Commissioner of the General
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.

3 7. NO DEDUCTIONS. Lessee agrees that all royalties accruing under this lease (including those paid in kind) shall be without deduction for
the cost of producing, gathering, storing, separating, treating, dehydrating, compressing, processing, transporting, and otherwise making the oil, gas and
other products hereunder ready for sale or use. Lessee agrees to compute and pay royalties on the gross value received, including any reimbursements
for severance 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 to process gas produced hereunder in any processing plant. Notwithstanding any other provision of this lease, and subject to the written consent of
the owner of the soil and the Commissioner of the General Land Office, Lessee may recycle gas for gas lift purposes on the leased premises or for
injection into any oil or gas preducing formation underlying the leased premises after the liquid hydrocarbons contained in the gas have been removed;
no royalties shall be payable on the recycled gas until it is produced 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:

Payment of royalty on production of oil and gas shall be as provided in the rules set forth in the Texas Register. Rules currently provide that 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 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,
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 and market value including gas meter readings, pipeline receipts, gas line receipts and
other checks or memoranda of amount 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, disposition and market value. In all cases the authority of a manager or agent
to act for the Lessee herein must be filed in the General Land Office. Each royalty payment shall be accompanied 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 accrue a penalty of 10% of the royalty due or $25.00 whichever is greater. In addition
to a penalty, royalties shall accrue interest at a rate of 12% per year; such interest will begin to accrue 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 to prohibit the State's
right of forfeiture as provided by law nor act to postpone the date on which royalties were originally due. The above penalty provisions shall not apply in
cases of title dispute as to the State’s portion of the royalty or to that portion of the royalty in dispute as to fair market value.

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shall annually furnish the Commissioner of the General Land Office
with its best possible estimate of oil and gas reserves underlying this lease or allocable to this lease and shall funish said Commissioner with copies of
all contracts under which gas is sold or processed and all subsequent agreements and amendments to such contracts within thirty (30) days after
entering into or making such contracts, agreements or amendments. Such contracts and agreements when received by the General Land Office shall be
held in confidence by the General Land Office unless otherwise authorized by Lessee. All other contracts and records pertaining to the production,
transportation, sale and marketing of the oil and gas produced on said premises, including the books and accounts, receipts and discharges of all wells,
tanks, pools, meters, and pipelines shall at all times be subject to inspection and examination by the Commissioner of the General Land Office, the
Attorney General, the Governor, or the representative of any of them.

(B) PERMITS, DRILLING RECORDS. Written notice of all operations on this lease shall be submitted to the Commissioner of the General
Land Office by Lessee or operator five (5) days before spud date, workover, re-entry, temporary abandonment or plug and abandonment of any well or
wells. Such written notice to the General Land Office shall include copies of Railroad Commission forms for application to drill. Copies of well tests,
completion reports and plugging reports shall be supplied to the General Land Office at the time they are filed with the Texas Railroad Commission. 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 “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 aiso
include the word “State.” Lessee shall supply the General Land Office with any records, memoranda, accounts, reports, cuttings and cores, or other
information relative to the operation of the above-described premises, which may be requested by the General Land Office, in addition to those herein
expressly provided for. Lessee shall have an electrical and/or radioactivity survey made on the bore-hole section, from the base of the surface casing to
the total depth of well, of all wells drilled on the above described premises and shall transmit a true copy of the log of each survey on each well to the
General Land Office within fifteen (15) days after the making of said survey.

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

11. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If, during the primary term hereof and prior to discovery and
production of oil or gas on said land, Lessee should drill a dry hole or holes thereon, or if during the primary term hereof and after the discovery and
actual production of oil or gas from the leased premises such production thereof should cease from any cause, this lease shall not terminate if on or
before the expiration of sixty (60) days from date of completion of said dry hole or cessation of production Lessee commences additional drilling or
reworking operations thereon, or pays or tenders 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 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 the expiration of the primary term; and i Lessee has(iof fésumed
production in paying quantities at the expiration of the primary term, Lessee may maintain this lease by conducting. additional drilling for reworking
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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 weli 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 term or any time thereafter a shut-in oil or gas well is located on the leased premises, payments may be made in accordance
with the shut-in provisions hereof.

12. DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM. If, 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 wells 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 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 terminate if Lessee commences additional drilling or reworking
operations within sixty (60) days after such cessation, and this lease shall remain in full force and effect for so long as such operations continue in good
faith and 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 quantities or payment
of shut-in oil or gas well royalties or payment of compensatory royalties is made as provided herein or as provided by law. If the drilling or reworking
operations result in the completion of a well as a dry hole, the lease will not terminate if the Lessee commences additional drilling or reworking
operations within sixty (60) days after the completion of the well 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 written 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 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 each well capable of producing oil or gas in paying quantities. If
Paragraph 3 of this lease does not specify a delay rental amount, then for the purposes of this paragraph, the delay rental amount shall be one dollar
($1.00) per acre. To be effective, each initial shut-in oil or gas royalty 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) to 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 to be a producing lease and the payment shall
extend the term of the lease for a period of one year from the end of the primary term, or from the first day of the month following the month in which
production ceased, and, after that, if no suitable production facilities or suitable market for the oil or gas exists, Lessee may extend the lease for two
more successive periods of one (1) year by paying the same amount each year on or before the expiration of each shut-in year.

15. COMPENSATORY ROYALTIES. If, during the period the lease is kept in effect by payment of the shut-in oil or gas royalty, oil or gas is
sold and delivered in paying quantities from a well located within one thousand (1,000) feet of the leased premises and completed in the same producing
reservoir, or 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 remainder of the year for which the royalty has been paid. The Lessee may maintain the lease for four more
successive years by Lessee paying compensatory royalty at the royalty rate provided in the lease of the market value of production from the well causing
the drainage or which is completed in the same producing reservoir and within one thousand (1,000) feet of the leased premises. The compensatory
royalty is to be paid monthly, one-half (1/2) to the Commissioner of the General Land Office and one-half (1/2) to the owner of the soil, beginning on or
before the last day of the month following the month in which the oil or gas is produced from the well causing the drainage or that is completed in the
same producing reservoir and located within one thousand (1,000) feet of the leased premises. If the compensatory royalty paid in any 12-month period
is an amount less than the annual shut-in oil or gas royalty, Lessee shall pay an amount equal to the difference within thirty (30) days from the end of the
12-month period. Compensatory royalty payments which are not timely paid will accrue penalty and interest in accordance with Paragraph 9 of this
lease. None of these provisions will relieve Lessee of the obligation of reasonable development nor the obligation to drill offset wells as provided in
Texas Natural Resources Code 52.173; however, at the determination of the Commissioner, and with the Commissioner's written approval, the payment
of compensatory royalties can satisfy the obligation to drill offset wells.

16. RETAINED ACREAGE. Notwithstanding any provision of this lease to the contrary, after a well producing or capable of producing oil or
gas has been completed on the leased premises, Lessee shall exercise the diligence of a reasonably prudent operator in drilling such additional 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 event this lease is in force and effect two (2) years after the expiration date of the primary or extended term it shall then
terminate as to all of the leased premises, EXCEPT (1) 40 acres surrounding each oil well capable of producing in paying quantities and 320 acres
surrounding each gas well capable of producing in paying quantities (including a shut-in oil or gas well as provided in Paragraph 14 hereof), or a well
upon which Lessee is then engaged in continuous drilling or reworking operations, or (2) the number of acres included in a producing pooled unit
pursuant to Texas Natural Resources Code 52.151-52.154, or (3) such greater or lesser number of acres as may then be allocated for production
purposes to a proration unit for each such producing well under the rules and regulations of the Railroad Commission of Texas, or any successor
agency, or other governmental authority having jurisdiction. If at any time after the effective date of the partial termination provisions hereof, the
applicable field rules are changed or the well or wells located thereon are reclassified so that less acreage is thereafter allocated to said well or wells for
production purposes, this lease shall thereupon terminate as to all acreage not thereafter allocated to said well or wells for production purposes.
Notwithstanding the termination of this lease as to a portion of the lands covered hereby, Lessee shall nevertheless continue to have the right of ingress
to and egress from the lands still subject to this lease for all purposes described in Paragraph 1 hereof, together with easements and rights-of-way for
existing roads, existing pipelines and other existing facilities on, over and across all the lands described in Paragraph 1 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.
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(B) HORIZONTAL. In the event this lease is in force and effect two (2) years after the expiration date of the primary or extended term it shall
further terminate as to all dépths below 100 feet below the total depth drilled (hereinafter "deeper depths”) in each well located on acreage retained in
Paragraph 16 (A) above, unleSs on or before two (2) years after the primary or extended term Lessee pays an amount equal to one-half (1/2) of the
bonus originally paid as consideration for this lease (as specified on page 1 hereof). If such amount is paid, this lease shall be in force and effect as to
such deeper depths, and said termination shall be delayed for an additional period of two (2) years and so long thereafter as oil or gas is produced in
paying quantities from such deeper depths covered by this lease.

(C) IDENTIFICATION AND FILING. The surface acreage retained hereunder as to each well shall, as nearly as practical, be in the form of a
square with the well located in the center thereof, or such other shape as may be approved by the Commissioner of the General Land Office. Within
thirty (30) days after partial termination of this lease as provided herein, Lessee shall execute and record a release or releases containing a satisfactory
legal description of the acreage and/or depths not retained hereunder. The recorded release, or a certified copy of same, shall be filed in the General
Land Office, accompanied 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
to execute and record such release or releases within ninety (90) days after being requested to do so by the General Land Office, then the
Commissioner at his sole discretion may designate by written instrument the acreage and/or depths to be released hereunder 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. Neither the bonus, delay rentals, nor royalties paid, or to be paid, under this lease shall relieve Lessee of his obligation
to protect the oil and gas under the above-described land from being drained. Lessee, sublessee, receiver or other agent in control of the leased
premises shall drill as many wells as the facts may justify and shall use appropriate means and drill to a depth necessary to prevent undue drainage of
oil and gas from the leased premises. In addition, if oil and/or gas should be produced in commercial quantities within 1,000 feet of the leased premises,
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 well or wells upon the leased premises within 100 days after the draining well or wells or the
well or wells completed within 1,000 feet of the leased premises start producing in commercial quantities and shall prosecute such drilling with diligence.
Only upon the determination of the Commissioner of the General Land Office and with his written approval may the payment of compensatory royalty
under applicable statutory parameters satisfy the obligation to drill an offset well or wells required under this paragraph.

18. FORCE MAJEURE. If, after a good faith effort, Lessee is prevented from complying with any express or implied covenant of this lease,
from conducting drilling operations on the leased premises, or from producing oil or gas from the leased 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
covenant shall be suspended and Lessee shall not be liable for damages for failure to comply with such covenants; additionally, this lease shall be
extended while Lessee is prevented, by any such cause, from conducting 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 to maintain this lease in effect during the primary term
in the absence of such drilling or reworking operations or production of oil or gas.

19. WARRANTY CLAUSE. The owner of the soil warrants and agrees to defend title to 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 leased premises by paying any mortgage,
taxes or other liens on the leased premises. If Lessee makes payments on behalf of the owner of the soil under this paragraph, Lessee may recover the
cost of these payments from the rental and royalties due the owner of the soil.

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 tc be paid to the owner of the soil shall
be paid to him in the proportion which his interest bears to the entire undivided surface estate and the royalties and rental herein provided to be paid to
the Commissioner of the General Land Office of the State of Texas shall be likewise proportionately reduced. However, before Lessee adjusts the
royalty or rental due to the Commissioner of the General Land Office, Lessee or his authorized representative must submit to the Commissioner of the
General Land Office a written statement which explains the discrepancy between the interest purportedly leased under this lease and the actual interest
owned by the owner of the soil. The Commissioner of the General Land Office shall be paid the value of the whole production allocable to any undivided
interest not covered by a lease, less the proportionate development and production cost allocable to such undivided interest. However, in no event shall
the Commissioner of the General Land Office receive as a royalty on the gross production allocable 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, or if, at any time after the expiration of the primary term or the extended term, this lease covers a lesser number of acres than the total
amount described herein, payments that are made on a per acre basis hereunder shall be reduced according to the number of acres pooled, released,
surrendered, or otherwise severed, so that payments determined on a per acre basis under the terms of this lease during the primary term shall be
calculated based upon the number of acres outside the boundaries of a pooled unit, or, if after the expiration of the primary term, the number of acres
actually retained and covered by this lease.

21. USE OF WATER. Lessee shall have the right to use water produced on said land necessary for operations under this lease except water
from wells or tanks of the owner of the soil; provided, however, Lessee shall not use potable water or water suitable for livestock or irrigation purposes
for waterflood operations without the prior consent of the owner of the soil.

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

23. PIPELINE DEPTH. When requested by the owner 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 written consent of the owner of the soil.
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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
faci|itie$ sufficient to prevent spillage, seepage or ground water contamination. In the event of pollution, Lessee shall use all means at its disposal to
recapture all escaped hydrocarbons or other pollutant and shall be responsible for all damage to public and private properties. Lessee shall build and
maintain fences around its slush, sump, and drainage pits and tank batteries so as to protect livestock against loss, damage or injury; and upon
completion or abandonment of any well or wells, Lessee shall fill and level all slush pits and cellars and completely clean up the drilling site of all rubbish
thereon. 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 to as near its original condition and contours as is practicable. Tanks and
equipment will be kept painted and presentable.

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 quantities. Additionally, Lessee may not draw and remove casing until after thirty (30) days written
notice to the Commissioner of the General Land Office and to the owner of the soil. The owner of the soil shall become the owner of any machinery,
fixtures, or casing which are not timely removed by Lessee under the terms of this paragraph.

27. (A) ASSIGNMENTS. Under the conditions contained in this paragraph and Paragraph 29 of this lease, the rights and estates of either
party to this lease may be assigned, in whole or in part, and the provisions of this lease shall extend to and be binding upon their heirs, devisees, legal
representatives, successors and assigns. However, a change or division in ownership of the land, rentals, or royalties will not enlarge the obligations of
Lessee, diminish the rights, privileges and estates of Lessee, impair the effectiveness of any payment made by Lessee or impair the effectiveness of any
act performed by Lessee. And no change or division in ownership of the land, rentals, or royalties shall bind Lessee for any purpose until thirty (30) days
after the owner of the soil (or his heirs, devisees, legal representatives or assigns) furnishes the Lessee with satisfactory written evidence of the change
in ownership, including the original recorded muniments of title (or a certified copy of such original) when the ownership changed because of a
conveyance. A total or partial assignment of this lease shall, to the extent of the interest assigned, relieve and discharge Lessee of all subsequent
obligations under this lease. If this lease is assigned in its entirety as to only part of the acreage, the right and option to pay rentals shall be apportioned
as between the several owners ratably, according to the area of each, and failure by one or more of them to pay his share of the rental shall not 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 to all rights and be subject to all obligations, liabilities, and penalties owed to the State by the
original lessee or any prior assignee of the lease, including any liabilities to the State for unpaid royalties.

(B) ASSIGNMENT LIMITATION. Notwithstanding any provision in Paragraph 27(a), if the owner of the soil acquires this lease in whole or in
part 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 Commissioner. An assignment will be treated as if it were made to the owner of the soil if the
assignee is:

(1) a nominee of the owner of the soil;

(2) a corporation or subsidiary in which the owner of the soil is a principal stockholder 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 partnership;

(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;

(6) a fiduciary for the owner of the soil; including but not limited to a guardian, trustee, executor, administrator, receiver, or conservator for the

owner of the soil; or

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

28. RELEASES. Under the conditions contained in this paragraph and Paragraph 29, Lessee may at any time execute and deliver to the
owner of the soil and place of record a release or releases covering any portion or portions of the leased premises, and thereby surrender this lease as
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 surrendered acreage bears to the acreage which was covered by this lease
immediately prior to such surrender; however, such release will not relieve Lessee of any liabilities which may have accrued under this lease prior to the
surrender of such acreage.

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 situated, and the recorded instrument, or a copy of the recorded instrument certified by the County Clerk of the
county in which the instrument is recorded, must be filed in the General Land Office within 90 days of the last execution date accompanied 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 lease of the above-described land have been included in this instrument,
including the statement of the true consideration to be paid for the execution of this lease and the rights and duties of the parties. Any collateral
agreements concerning the development of oil and gas from the leased premises which are not contained in this lease render this lease invalid.

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

32. FORFEITURE. If Lessee shall fail or refuse to make the payment of any sum within thirty days after it becomes due, or if Lessee or an
authorized agent should knowingly make any false return or false report concerning production or drilling, or if Lessee shall fail or refuse to drill any
offset 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 to file reports in the manner required by law or fail to comply with rules and regulations promulgated by the General Land Office, the School
Land Board, or the Railroad Commission, or if Lessee should refuse the proper authority access to the records pertaining to operations, or if Lessee or
an authorized agent should knowingly fail or refuse to give correct information to the proper authority, or knowingly fail or refuse to furnish the General
Land Office a correct log of any well, or if Lessee shall knowingly violate any of the material provisions of this lease, or if this lease is assigned and the
assignment is not filed in the General Land Office as required by law, the rights acquired under this lease shall be subject to forfeg{:re by the
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Commissioner, and he shall forfeit same when sufficiently informed of the facts which authorize a forfeiture, and when forfeited the area shall again be
subject to léase under the terms of the Relinquishment Act. However, nothing herein shall be construed as waiving the automatic termination of this
legse by operation of law or by reason of any special limitation arising hereunder. Forfeitures may be set aside and this lease and all rights thereunder
reinstated before the rights of another intervene upon satisfactory evidence to the Commissioner of the General Land Office of future compliance with
the provisions of 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 money that may become due under this lease. By acceptance of
this lease, Lessee grants the State, in addition to the lien provided by Texas Natural Resources Code 52.136 and any other applicable statutory lien, an
express contractual lien on and security interest in all leased minerals in and extracted from the leased premises, all proceeds which may accrue to
Lessee from the sale of such leased minerals, whether such proceeds are held by Lessee or by a third party, and all fixtures on and improvements to the
leased premises used in connection with the production or processing of such leased minerals in order to secure the payment of all royalties or other
amounts due or to become due under this lease and to secure payment of any damages or loss that Lessor may suffer by reason of Lessee’s breach of
any covenant or condition of this lease, whether express or implied. This lien and security interest may be foreclosed with or without court proceedings in
the manner provided in the Title 1, Chap. 9 of the Texas Business and Commerce Code. Lessee agrees that the Commissioner may require Lessee to
execute and record such instruments as may be reasonably necessary to acknowledge, attach or perfect this lien. Lessee hereby represents that there
are no prior or superior liens arising from and relating to Lessee's activities upon the above-described property or from Lessee's acquisition of this lease.
Should the Commissioner at any time determine that this representation is not true, then the Commissioner may declare this lease forfeited as provided
herein.

34, POOLING. Lessee is hereby granted the right to pool or unitize the royalty interest of the owner of the soil under this lease with any other
leasehold or mineral interest for the exploration, development and production of oil or gas or either of them upon the same terms as shall be approved
by the School Land Board and the Commissioner of the General Land Office for the pooling or unitizing of the interest of the State under this lease
pursuant to Texas Natural Resources Code 52.151-52.154. The owner of the soil agrees that the inclusion of this provision in this lease satisfies the
execution requirements stated in Texas Natural Resources Code 52.152.

35. INDEMNITY. Lessee hereby releases and discharges the State of Texas and 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 arising out of, incidental to, or resulting from, the operations
of or for Lessee on the leased premises hereunder, or that may arise out of or be occasioned by Lessee’s breach of any of the terms or provisions of this
Agreement, or by any other negligent or strictly liable act or omission of Lessee. Further, Lessee hereby agrees to be liable for, exonerate, indemnify,
defend and hold harmless the State of Texas and the owner of the soil, their officers, employees and agents, their successors or assigns, against any
and all claims, liabilities, losses, damages, actions, personal injury (including death), costs and expenses, or other harm for which recovery of damages
is sought, under any theory including tort, contract, or strict liability, including attorneys’ fees and other legal expenses, including those related to
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 Lessee'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 to be liable for, exonerate, indemnify, defend and
hold harmless the State of Texas and the owner of the soil, their officers, employees, and agents 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 BE 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.

36. ENVIRONMENTAL HAZARDS. Lessee shall use the highest degree of care and all 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 materials, explosives, toxic materials, or substances regulated as hazardous wastes, hazardous materials,
hazardous substances (as the term “Hazardous Substance” is defined in the Comprehensive Environmental Response, Compensation and Liability Act
(CERCLA), 42 U.S.C. Sections 9601, et seq.), or toxic substances under any federal, state, or local law or regulation (*Hazardous Materials”), except
ordinary products commonly used in connection with oil and gas exploration and development operations and stored in the usual manner and quantities.
LESSEE’S VIOLATION OF THE FOREGOING PROHIBITION SHALL CONSTITUTE A MATERIAL BREACH AND DEFAULT HEREUNDER AND
LESSEE SHALL INDEMNIFY, HOLD HARMLESS AND DEFEND THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND AGAINST
ANY CLAIMS, DAMAGES, JUDGMENTS, PENALTIES, LIABILITIES, AND COSTS (INCLUDING REASONABLE ATTORNEYS' FEES AND COURT
COSTS) CAUSED BY OR ARISING OUT OF (1) A VIOLATION OF THE FOREGOING PROHIBITION OR (2) 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 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.
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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 $hjs 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
Offfce. 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 Office 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 $_22.67 for years two and three of this lease have been prepaid. One half (1/2) of this amount has been paid to
the Lessor and one half (1/2) has been paid to the STATE OF TEXAS. Rental for the fourth year in the amount of $.2,278.00 has not been paid and if
the fourth year rental is not paid then this lease will expire. One half (1/2) of the fourth year rental will be paid to the Lessor and one-half (1/2) will be
paid to the State of Texas. Rental for the fifth year is included in the fourth year rental and if the fourth year rental is paid, then no additional rentals are
due under this lease.

41. See “ADDEDNDUM TO LEASE” for additional provisions
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STATEOF _OKLAHOMA (CORPORATION ACKNOWLEDGMENT)

COWNTY OF OKLAHOMA ' 4
! This instrument was acknowledged before me on the is day of , 2007, by Henry J. Hood, as Senior Vice
acide and a eqal & Ge el h i esapeake Exploration Limited Partnership, on
o f \
behalf of said limited partnership \\\\\\\\ _ o %,
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(INDIVIDUAL ACKNOWLEDGMENT)

BEFORE ME, the undersigned authority, on this day personally appeared Alan M Hill, President of Casody Enterprises, LLC, General Partner on behalf
ill_Inv n n id nershi

known to me to be the person whose name is subscribed to the foregoing instruments as
and acknowledged to me that he executed the same for the purposes and consideration therein expressed.

Given under my hand and seal of office this the !‘2 day of E! U ! LM&[ EE , 20
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ROTARY PUBLIC STATE OF TERAS Notary Public in and for 1Y 0SS
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"kl ADDENDUM TO LEASE

Attached to and made a part of that certain Oil and Gas Lease dated January 22, 2007 by and between the STATE OF
TEXAS, acting by and through its agent, Hill Investments, Ltd., By: Casody Enterprises, LLC, General Partner, By: Alan M.
Hill, President, Owner of the Soil, and Chesapeake Exploration Limited Partnership, Lessee.

Notwithstanding any provisions of this Lease to the contrary, it is expressly understood and agreed by and between the parties that:

1. Lessee shall not use any existing water, whether from wells, tanks, ponds or reservoirs, from Leased Premises without prior
written consent of Lessor as owner of the surface estate. Lessee, its successors and assigns, may itself drill a water well and
then use the potable water from that well for drilling operations that are conducted on the Leased Premises or lands pooled
therewith. However, Lessee shall have no right to the use of potable water from the Leased Premises for water flooding or
secondary recovery operations without the prior written consent of Lessor as the owner of the surface estate. In the event
Lessee drills a new well and encounters non-potable water which is certified as not suitable for human, animal or agricultural
use, Lessee may use same for its drilling, water flooding or secondary recovery operations. Lessee may not drill a new well
within 500 feet of an existing water well located on the leased premises without Lessor’s prior written consent. In the event
lessee drills a water well on the Leased Premises and completes its use of same, upon termination of Lessees use of said
water well, Lessee will give Lessor a thirty (30) day written notice as to Lessee’s intention to plug and abandon said water
well. Lessor may during said thirty (3) day notice period, provide to Lessee a written request as to Lessor’s election to take
over the ownership of said water well and in such event, Lessee agrees upon receipt of written request by Lessor to transfer
said water well to Lessor as owners of the surface estate, upon Lessee’s execution of a written transfer instrument that
includes Lessor’s agreement to accept the water well ‘AS IS’ without any warranty and Lessor’s agreement to assume all
rights, responsibilities and liabilities, if any, for the operation and maintenance of said water well, including but not limited to
plugging of the well in accordance with any regulations of applicable governmental agency or agencies.

2. Lessee is granted the right to use existing roads on the leased premises for ingress and egress, and to the extent such roads are
used by Lessee, agrees to maintain, restore and keep roads in usable condition so long as this lease is in force and effect.

4. Lessee shall notify Lessor a minimum of 24 hours before cutting any new road, if necessary, into or on the leased premises.

5. Lessee shall install and maintain cattle guards at every fence crossing, said cattle guards to remain upon premises as Lessor’s
property at the expiration of this lease.

6. Lessee will bury and maintain all pipelines and electrical transmission lines 18 inches deep below the surface of the ground.

7. Lessee may use no more of the surface of the leased premises than is reasonably necessary to use for the purpose of which
this lease is granted, and it shall exercise all rights granted to it herein with due regard for the rights of the Owner of the Soil.

8. Lessee, its successors and assigns, shall not erect any building or houses on the leased premises and that only those structures
which are reasonably necessary for production facilities or tank batteries shall be erected on the surface of the leased
premises.

9. Lessee will not pollute any water aquifers or fresh water in, upon or under the leased premises, and Lessee agrees to notify
owner of the Soil in writing if fresh water is encountered during drilling, or if a fresh water formation is penetrated.

10. Lessee shall maintain all drill sites and other portions of the surface used or occupied by lessee, its successors or assigns, free
and clear of weed and noxious vegetation, and will maintain the same in a reasonable manner to prevent additional damage to
Owner of the Soil, other land, and crops.

11. Upon written demand by Owner of the Soil, Lessee shall build and maintain fences around its slush, sump, and drainage pits
and tank batteries to protect livestock against loss, damage or injury; and upon completion or abandonment of any well or
wells, Lessee shall fill and level off all slush pits and cellars and completely clean up the drill site of all rubbish thereon.

12. In the event of a dry hole or production from a well which production ceases and the abandonment of such well, or upon the
abandonment of any well location, drill site, tank battery site or roadway, the premises will be restored by Lessee as nearly as
reasonably possible to its former condition at the cost and expense of Lessee, it being the intention of the parties hereto that
Lessee shall restore the surface to as nearly the state that it is in at the time of execution of this lease.

13. Ifall or any part of this lease is assigned, released, pooled or unitized, Lessee agrees to furnish the Owner of the Soil with a
copy of any such document.

14. This lease grants no hunting or fishing rights whatsoever. Furthermore, Lessee, its agents, contractors, employees or assigns
shall be prohibited from carrying or transporting firearms of any type upon or across the herein described premises.

15. Weather permitting, Lessee shall remove from the herein described premises any and all structures, equipment and property
of every kind and character placed by Lessee on said premises within ninety (90) days after Lessee has finished with the use
of the area where such structure, equipment and property are placed. After thirty (30) days written notice to Lessee by Owner
of the Soil, any such structure, equipment or property left on the lease premises by Lessee after the ninety (90) day period,
shall at Lessor’s option, become the property of Owner of the Soil. Lessee shall properly plug all wells drilled by Lessee on
the leased premises in accordance with the requirement of the Railroad Commission of Texas, the Texas Natural Resources

Conservation Commission or other governmental agencies having jurisdiction. In plugging the wells, Lessee shall cut off the
casing at least thirty six (36) inches below the surface.
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16. Afier the expiration of the primary term, and not withstanding paragraphs 16 (A) and 16 (B) above and any other provision
+ »in this lease to the contrary, no portion of this lease will terminate if Lessee continues to drill a well (or wells) anywhere on
the leased premides with no more than one hundred and eighty (180) days between the release of the drilling rig on one well
and the commencement of actual drilling operations on a subsequent well (hereinafier referred to as “ continuous drilling™).
Upon the cessation of continuous drilling this lease shall terminate in accordance with the other relevant provisions herein.
If, however, Lessee has filed with the Texas Railroad Commission, no later than sixty (60) days prior to the expiration of the
said 180-day period, all requisite applications to drill the next well in the continuous drilling program, and Lessee is unable to
proceed with drilling pending authorization by the Texas Railroad Commission, then Lessee shall be allowed such additional
time as may be reasonably necessary to obtain the authorization and thereafter spud the subsequent well.

17. In the event that Lessor should own a lesser interest or not have the right to lease the interest paid for herein by Lessee,
Lessor shall reimburse Lessee for the amount paid herein for such lost interest.
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WILLIAN A, CIMALFANT, CPL Ofc: (432) 684-9819

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

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

September 22, 2005

Mr. Drew Reid

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

RE: All of Section 2, Block 45
Public School Land Survey Survey
Reeves County, Texas

Dear Mr. Reid:
Enclosed please find a certified copy of Qil and Gas Lease from the following:

1. Oil and Gas Lease dated August 8, 2005, from_The State of Texas, acting by and
through its ent, Susan Luckel Christie, dealing in her sole and separate
property, covering his interest in 12.0 net mineral acres in Section 2, Block 45, PSL
Survey. The State of Texas to receive lease bonus payment of $1,812.00.

Also enclosed is a check in the amount of $1,937.00, including lease bonus payment and a State
filing fee of $125.00.

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

Sincerely, .

— e

William A. Chalfant, CPL

WAC/mkc & e
enclosures * e

AAPL’s FIRST INDEPENDENT LANDMAN OF THE YEAR 1998 - 1999
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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-105575
640.0 acres out of Section 2, Blk. 45, PSL
Reeves County, Texas

Dear Mr. Chalfant:

The certified copy of the Relinquishment Act lease covering the above referenced tracts has been
approved and filed in our records under Mineral File number M-105575. Please refer to this
number in all future correspondence concerning the lease.

Your remittance of $3,749.00, has been applied as the state's portion of the cash bonus $3,624.00
along with a processing and filing fee in the amount of $125.00. Please let me know if you should
have any questions.

Sincerely,

T |>er£, b 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 « 800-998-4G1.O

www.glo.state.tx.us
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WILLIAM A. CHALFANT, CPL Ofc: (432) 684-9819
Fax: (432) 682-2601
E-mail: bill@chalfantproperties.com

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

January 26, 2007

Mr. Drew Reid

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

RE: All of Section 2, Block 45
Public School Land Survey
Reeves County, TX

Dear Mr. Reid:

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

The terms are $302.00 per acre (including paid up rentals for the first two years) for
a five year paid up lease with 1/4th royalty. Year 4 to be paid at $201.00 per acre
(including paid up rentals for the 5" year)

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

Sincerely,
e’f')f:,.j,/; A /;/? f
L u, ;
WllllamA Chalfant CPL
WAC/mkc
enclosures

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






CHESAPEAKE OPERATING, INC \/

No. 835401
008019 TX GENERAL LAND OFFICE O 7 O 4 8 3 4 0
- | VOUCHER | INVOICE INVOICE DESCRIPTION OR
NUMBER DATE NUMBER GROSS AMOUNT DISCOUNT NET AMOUNT .
792613 07/26/07 072607F DIXIE LAND LSE BNS - -7 14,243.50

** TOTAL FOR CHECK

121

14,243.50




CHESAPEAKE OPERATING, INC *

I

07048345 No. 835395
008019 TX GENERAL LAND OFFICE
VOUCHER | INVOICE INVOICE DESCRIPTION OR '
NUMBER DATE NUMBER GROSS AMOUNT DISCOUNT NET AMOUNT
792607 07/26/07 072607 DIXIE LAND LSE BNS / DES 7?-f/!f"; 1,836.34

I nvastrotS

** TOTAL FOR CHECK

1,836.34
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CHESAPEAKE OPERATING, INC. PO. BOX 18496 OKLAHOMA CITY, OK 73154
LEASE OBLIGATION DEPOSIT RECEIPT

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

TENDERED TO

THE SUM OF $1,206.00 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

7118/2008 TO 7M9/2010 COVERING LESSOR'S INTEREST IN LAND DESCRIBED AS:
Survey: PUBLIC SCHOOL LAND Block/Suffix: 45 Section: 2 Abstract: 3655 Short Desc: ALL, SEC 2, BLK 45, PSLS SVY

PAYMENT OPTION TO EXTEND

LEASE NUMBER TX2330028-001 LEASE DATE: 7/19/2005 PROSPECT: KING EDWARD
RECORDED: BOOK 708 PAGE 397 ENTRY NUMBER: 3628 COUNTY/PARISH REEVES STATE TX
=0OR CREDIT OF: AMOUNT
017397 COMMISSIONER OF THE GENERAL LAND
OFFICE OF THE STATE OF TEXAS Acct: 1,206.00
STEPHEN F. AUSTIN BUILDING 1/2 $2412.00 FOR ADDITIONAL 2 YRS
1700 NORTH CONGRESS, SUITE 600
AUSTIN, TX 78701
* o8
[ .
. oo
LELY]
L} -
evae N AATYE Y TN TS
. COPY FOR
- — ; i \ M\ 1
o M-ipss 75— () v
-
L]
.
ces IMPORTANT S ius
The attached check is for the person(s) named above. Please date, sign .
and return the attached receipts on the day you receive it. If directed to Date Received oAy TTAD ?;ﬁ*i’éég@“w 0.00
a1 bank, please deposit the amount to the credit fo the person(s) named A I AL B
above and date, sign and return the receipt on the day you receive it. If Sign Here NnCONDNS Grand Total 1,206.00
sorrespondence required, please make reference to lease number. i N S
By Check No. 35137
Title

. BANK OF OKLAHOMA, N.A.
CHESAPEAKE OPERATING, INC. OKLAHOMA CITY, OK
DELAY RENTAL ACCOUNT 3 5 1 3 7
PO. BOX 18496 .
OKLAHOMA CITY, OK 73154 -
405/848-8000
DATE AMOUNT
ssswsvienseianeq 206 * DOLLARS * 00 * CENTS 06/24/2008 $1,206.00
PAY
S 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.

s Indacr ™

F03SIITe
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CHESAPEAKE OPERATING, INC. PO.BOX 18496 OKLAHOMA CITY, OK 73154
LEASE OBLIGATION DEPOSIT RECEIPT

WE HAVE THIS DAY JULY 15, 2008
COMMISSIONER OF THE GENERAL LAND

THE SUM OF $1,206.00

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

8/8/2008 TO 8/8/2010

COVERING LESSOR'S INTEREST IN LAND DESCRIBED AS:

Survey: PUBLIC SCHOOL LAND Block/Suffix: 45 Section: 2© Abstract: 3655 Short Desc: ALL OF SEC 2, BLK 45, PSLS

PAYMENT OPTION TO EXTEND
LEASE NUMBER TX2330028-002 LEASE DATE: g/8/2005 PROSPECT: KING EDWARD
RECORDED: BOOK 712 PAGE 184 ENTRY NUMBER: 4228 COUNTY/PARISH REEVES STATE TX
FOR CREDIT OF: AMOUNT
017397 COMMISSIONER OF THE GENERAL LAND
. o OFFICE OF THE STATE OF TEXAS Acct: 1,206.00
i STEPHEN F. AUSTIN BUILDING 1/2 $2412.00 FOR ADDITIONAL 2 YRS
sees 1700 NORTH CONGRESS, SUITE 600
T AUSTIN, TX 78701
L]
LER L]
esee
. e . : COPY FOR
L] -
b."4' 3
. YOUR RECORDS
-2
. LR L]
e
- '.\ <
M-10s575 b
IMPORTANT
tal
The attached check is for th (s) d above. Pl dat - T=n
e attached check is for the person(s) named above. Please date, sign )
and return the attached receipts on the day you receive It. If directed to Date Received eepﬁz FGR 3@1’”&‘&5?@‘"“
a bank, please deposit the amount to the credit fo the person(s) named 0.00
above and date, sign and return the receipt on the day you receive it. If Sign Here Grand Total 1.206.00
correspondence required, please make reference to lease number. l Ea H R R EEE( )R I )S Check N ' .
By R 35538

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

-co--t-nco-c.-.t.t.\l‘zos - DOLLARS - 00 - CENTS
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

g

07/15/2008

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

DATE AMOUNT

35538

$1,206.00

CHESAPEAKE OPERATING, INC.
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Date Filed: 1_7__!%, Oﬁ
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Jerry F. RyttersQn, Commissioner
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me_ (05575 RentallLease Status o~ g AL (Description:
County _ Ao 2 v o/ RAL Undivided ote .2 Dt 4G { 'Sl S L
GrossAc_ L4 () Interest Leases U
= X X X X ¥ e X ¥
Leases A B C D E F G H Total net ac leased
Lessee/Assignees [use pencil]
o C’Eu»-bs pouf
¥ ¥ Clad «—Jb—La L I B
Lessor Name (short) Leahed Ot | Meth e | Hat Thadd | S Heiwials L_inﬁw-f /14.[& Juum&
Date of lease 7-19-05 $-9- 05 22 =07 | g7 | 27 /—22 - 7 T—ZZ»o"/ -
Bonus/ac _ Bb2f _3lkzy Sz, 1 36 49.24 | 171,39 2i E-2.% 422,68 | =
_ Stateshare |  /4/2. [Eiz Ll 72 /8 824.7 é{j’. &7 / S JC 17/ {34 o A
Net ac/undivided interest 12 . | ez 27 667 5 .Lb7 (/.33 LEINIA
Term o L 5 = - 5 . 5 5 5 _5 ’ _— —
Yr 2 & 3 rentals prepaid Wj&, 24 _ﬂf;o 24 vzf»; 544 %fa, 249 33 22,077 / Q 7.0¢ 22.l"7 o =
{ e ¥ &
4th yr rental (includes 5th yr) i —24 |- 2411z 4 L7z Z ?, 0S¥ 227% (8 T793.50 278 N
State share j 20 L laol 7 "330 /Q} 5249 /139 A39L.75 349 — 3

4th yr rental (w/o 5th yr) - B
State share B i

5th yr rental N ! - - -
State share, o

Rentals paid - date/amount _ d

2ndyr 71'%{/'% T PA > o ! =l 3 & . . LIS
i 2 7> S 7 Y 3 = - I R ] L

3rdyr
athy N 71-08 2l | T-2448 ol due l-z2-7/o dwam Slus tfeafio | A ilz=]i6 m_ﬂu—!w g ]
A /\]a#’ :
S § 15 S =N o rrom ryve] hrp s 53 D i YT
Date Prepared: - Ly N +2 \—')
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Postage & Fees Pald
USPS

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

* Sender: Please print your name, address,@nd .Vﬁn >
\'“‘ ﬁm D

-,’\

03111 & Q@ FEB 2 3 2010
MF /25 5 ’{5 %
Harriet Dunne
Texas General Land O&%
PO Box 12873 :

Austin TX 78711-2873 (

NERAL LAND OFFICE

”Ill”lll!,]ll]lH”Hl”Illl”ll’lllJlill”lill!}ll”ll”ll’




) ]
I Complete items 1, 2, and 3. Also complete
item 4 if Restricted Delivery is desired.
I Print your name and address on the reverse
so that we can return the card to you.
I Attach this card to the back of the mailpiece,
or on the front if space permits.

A. Signature
X f [ Agent

[J Addresser
B. Received by ( Printed Name) C. Date of Deliven

. Article Addressed to:

Land Department

Chesapeake Exploration L P

PO Box 18496

Oklahoma City, OK 73154-0496

D. Is delivery address different from item 1?2 [ Yes

If YES, enter delivery address below:

O No

3. Sepvice Type
Certified Mail [ Express Mail

[ Registered [0 Retum Receipt for Merchandise

1 Insured Mall O c.o.n.

4. Restricted Delivery? (Extra Fee) O Yes
. Article Numb
i llelie AL 7007 0710 0000 5380 1571
Q Farm 3R11 Fahrians 2004 Nnamactic Ratirn Racaint 169:“‘_1’1::4



™

L. RECEIPT

MAI

U.o. FO d
CERTIFIED

:‘

M /Domestic Mail Only; No Insurance Coverage Provided)

n

EY For delivery information visit our website at www.usps.come

= |

D

:_-: Postage | $

9 Certified Fee

3 . Postmark

Return Receipt Fee Here

g (Endorsement Required) i
Restricted Delivery Fee

3 (Endorsement Required)

3

‘:I' Total Postage & Fees | $

 [Gont 707 /» 7

al. . S g A0 RE (i fl.‘..‘j.l.h(s-..é:t..l_.!&.".....

3 [Sireet, Apt. No.; 7

~ | or PO Box No. : i

City, State, ZIP+4




Certified Mail Provides:

® A mailing receipt v %

B A unique identifier for your mailpiece S
m A record of delivery kept by the Postal Service for two years

'mportant Reminders:
m Certified Mail may ONLY be combined with First-Class Mailg or Priority Mai
m Certified Mail is not available for any class of international mail.

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

B For an additional fee, a Return Receipt may be requested to provide proof ¢
delivery. To obtain Return Receipt service, please complete and attach a Retur
Receipt (PS Form 3811) to the article and add applicable postage to cover th
fee. Endorse mailpiece “Return Receipt Requested”. To receive a fee waiver fc
a dupli%ate return receipt, a USPSg postmark on your Certified Mail receipt i
required.

# For an additional fee, delivery may be restricted to the addressee ¢
addressee's authorized a%;lt. Advise the clerk or mark the mailpiece with th
endarsement "Restricted Delivery”.

u If a postmark on the Certified Mail receipt is desired, ﬂleasa present the art
cle at the post office for postmarking. If a postmark on the Certified Me
receipt is not needed, detach and affix label with postage and mail.

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



TEXAS GENERAL LAND OFFICE

JERRY PATTERSON, COMMISSIONER

Certified Mail #70070710000053801571
February 20, 2010

Chesapeake Exploration Limited Partnership
PO Box 18496

Oklahoma City, OK 73154-0496

Attention: Land Department

575
RE: MF 10599‘7:Blk 45, Public School Land Survey, A-3655, Sec 2, Reeves Co TX
5 Leases from the Hill family entities as Agent for the State of Texas

Ladies and Gentlemen:

Our records indicate that the referenced leases have terminated for failure to pay the fourth year delay rentals
due on or before January 22, 2010.

According to our files, you are the record Lessee under these leases. Pursuant to the Texas Administrative
Code, we request that you file with this office a recorded original or certified copy of a Release of these State
Oil and Gas Leases along with a processing fee of $25.00 per document to be sent to the attention of Beverly
Boyd.

You have 30 days from receipt of this letter in which to present evidence and convince the General Land
Office that a termination has not occurred. If such evidence has not been presented at the expiration of the
30-day period, the mineral file shall be endorsed “terminated.”

Any well on the 640 acres should be plugged and abandoned in accordance with Railroad Commission Rules
and Regulations. The General Land Office will actively oppose any action to avoid or postpone compliance
with these requirements.

If you have any questions regarding this assessment, you may contact me at the phone number below.

Yours truly,

“WKD’M—MM ¢ - A Lesrtnr

Harriet Dunne, CPL

Mineral Leasing, Energy Resources
512-475-1579

512-475-1543 (fax)

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

www.glo.state.t.us
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FILE # 1180
RELEASE OF OIL AND GAS LEASE

STATE OF TEXAS )
) SS
COUNTY OF REEVES )

CHESAPEAKE EXPLORATION, L.L.C., successor by merger to Chesapeake
Exploration Limited Partnership, whose address is P. O. Box 18496, Oklahoma City,
Oklahoma, 73154-0496, does hereby release, relinquish and surrender all its right, title
and interest in and to that certain Oil and Gas Lease located in Reeves County, Texas,

and described as follows:

LESSOR: State of Texas, acting by and through its agent, H-S Minerals and
Realty, Ltd, By: RC Starr, LLC, General Partner, By: Cydney H.
Shepard, President

LESSEE: Chesapeake Exploration Limited Partnership

DATE: January 22, 2007

RECORDED: Vol. 766, Pg. 336, Entry 2564

DESCRIPTION: Block 45, Public School Land Survey, A-3655

Section 2: All
STATE LEASE # MF105575

IN WITNESS WHEREOF, the undersigned owner and Lessee has signed this

instrument this lO'H{] day of I\/l[,\{(,‘n , 2010

CHESAPEAKE EXPLORATION, L.L.C.,
an Oklahoma limited liabHity company

- /
Henry J. Hood, Sefiior Vice President —
Land and Legal & General Counsel

By:

STATE OF OKLAHOMA ) i
) ss:
COUNTY OF OKLAHOMA )

This instrument was acknowledged before me on this _l_(]_-)jg day of
, 2010, by Henry J. Hood, as Senior Vice President - Land and Legal
& General Counsel of Chesapeake Exploration, L.L.C. on behalf of said limited liability

company (\J\M_L‘fl%w&q

_ _ : Notary Fublic
My Commission Expires: (Jq Z | — gy,
Commission Number: \;r‘\ _,BA""’(/ “,
\\OT‘WP

# 07009181 \
EXP. 0ar2a/11 |

\QIBL\G , \:\

”I; OF O\‘“—P‘\\\‘
Dt

\\

frmunm\\“‘

WiPemian_South\Levescy\Releases\TX2330028-006 doc

s,
',
I

W\
e
4
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o
\\‘ ,a
I
", "’,

KNY PROVISION HEREI WHICH RESTRICTS THE SALE, RENTAL,
{ OR USE OF THE DESCRBED REAL PROPERTY EECAUSE OF COLOR |

O RACE IS INVALID AND
FILE #1180 L UNENFORCEABLE UKOER FEDERAL

FILED FOR RECORD ON THE

. 12TH pAY OF

APRIL A.D. 2010 4:26 P M.

DAY OF

APRIL A.D. 2010 9:00 A M.

DIANNE O. FLOREZ, COUNTY CLERK
REEVES COUNTY, TEXAS

True and Correct
copy of

"\%)  Original filed in

Reeves Count

larks
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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 lawful custody and possession, as the g is
filed/recorded in the public records of my office, found in VOL.

PAGE_302 THRU XXXXX . OFFICﬁﬁE LIC
I hereby certified on _04M12§% —

CONNTY, P
EPUTY




BOOK S 41 page 297

FILE # 1175

RELEASE OF OIL AND GAS LEASE

STATE OF TEXAS )
) SS
COUNTY OF REEVES )

CHESAPEAKE EXPLORATION, L.L.C., successor by merger to Chesapeake
Exploration Limited Partnership, whose address is P. O. Box 18496, Oklahoma City,
Oklahoma, 73154-0496, does hereby release, relinquish and surrender all its right, title
and interest in and to that certain Oil and Gas Lease located in Reeves County, Texas,
and described as follows:

LESSOR: State of Texas, acting by and through its agent, Dorothy Jean
Keenom as sole trustee of the Thomas Hill Puff Trust and the Nancy
Puff Jones Trust

LESSEE: Chesapeake Exploration Limited Partnership

DATE: January 22, 2007

RECORDED: Vol. 769, Pg. 105

DESCRIPTION: Block 45, Public School Land Survey, A-3655
Section 2: All

STATE LEASE #: MF105575

i IN WITNESS WHEREOF, the undersigned owner and Lessee has signed this

instrument this lOﬂf\ dayof M (h , 2010

CHESAPEAKE EXPLORATION, L.L.C,,
an Oklahoma limited liability company

~

By: BT ﬁ?ﬂ

Henry J. Hood, Senior Vice President —
Land and Legal & General Counsel (ﬂ) e

%

STATE OF OKLAHOMA )
) ss:
COUNTY OF OKLAHOMA )

This instrument was acknowledged before me on this _m_f_"ﬂ day of
N\[)J{ h , 2010, by Henry J. Hood, as Senior Vice President - Land and Legal
& General Counsel of Chesapeake Exploration, L.L.C. on behalf of said limited liability

gLt

Notary Public

My Commission Expires: Oq/ 7—‘3’ l \

Commission Number: (700418 | \\\\\‘;‘;;‘l""';zz; ",

3 ( AT 2,
# 070004
89
@ EXP. 09128 ]
-]
',,"“ '°UBL\0 ,f' ¢
“u, 01-* h“‘ 5

0
”Hrrumu\\“

\\

f/ )
"”-'mumu\\““

W:\Pemian_South\Levescy\Releases\TX2330028-003.doc

$

5
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RNY PROVISION HEREIN WHICH RESTRICTS THE SME, RENTA, |
OR USE OF THE DESCRIBED REAL PROPERTY EECAUSE OF COLOR
— &mnmwmmmmm
&t L

FILED FOR RECORD ON THE | 2TH DAY OF APRII A.D. 2010 4:26 PM.

nmmm gl@ L4EH DAY OF APRIL A.D. 2010_9:00 M.
B 4 s DEPUTY DIANNE O. FLOREZ, COUNTY CLERK
REEVES COUNTY, TEXAS

True and Correct

/2 OF Fay
,'/-"-., - '.‘.'.*\ ~ ODV '_\]
f @\:r_“ r‘\,—iql":tﬁ' filed

E‘.

qeevas C



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 lawful custody and possession, as th is
filed/recorded in the public records of i %ggfé
PAGE _ 297 THRUXXXXX Hﬁfdumcoms

= DIANNE O. FLOR

Aol 110




Chesapeake Rebecea Young

ENERGY

April 29, 2010

VIA OVERNIGHT COURIER

Ms. Beverly Boyd

Texas General Land Office
1700 N. Congress Ave.
Suite 935

Austin, Texas 78701-1495

Re:  Filing of Release of Leases
16 Leases
Reeves County, Texas

Dear Ms. Boyd:
Enclosed please find certified copies of recorded Release of Oil and Gas Leases
("Releases") located in Reeves County, Texas. Chesapeake Exploration, L.L.C.
desires to file these Releases with the General Land Office.
Also enclosed is Chesapeake's check number 1279657 in the amount of $400.00
which represents the required filing fee of $25.00 per state lease ($25.00 X 16 state
leases = $400.00).
Should you have any questions in this regard, please call me at (405) 935-4344.
Sincerely,
Ch apeake Exploration, L.L.C.

?ﬂ///) 5/
Re ecca Young

sistant Landman

Enclosures

Chesapeake Energy Corporation
P.O. Box 18496 * Oklahoma City, OK 73154-0496 » 6100 N. Western Avenue ® Oklahoma City, OK 73118
405.935.4344 » fax 405.935.4251 » becky.young@chk.com
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0 RELEASE FILED
FILE # 1376

i ‘ : RELEASE OF OIL AND GAS LEASE
o

STATE OF TEXAS )

) SS
COUNTY OF REEVES )

CHESAPEAKE EXPLORATION, L.L.C., successor by merger to Chesapeake

Exploration Limited Partnership, whose address is P. O. Box 18496, Oklahoma City,

Oklahoma, 73154-0496, does hereby release, relinquish and surrender all its right, title U
o and interest in and to that certain Oil and Gas Lease located in Reeves County, Texas,
- . and described as follows:
aesd
.
» LESSOR: State of Texas, acting by and through its agent, Hill Trusts, agent for
the MSW Revocable Trust, Michael S. Waltrip, Trustee, MLH
“ove Revocable Trust, Margery L. Hanna, Trustee and Waltrip Marital
% s Trust, Kenneth Waltrip, Trustee J(/
o e LESSEE: Chesapeake Exploration Limited Partnership
' DATE: January 22, 2007
% RECORDED: Vol. 766, Pg. 259, Entry 2557
B DESCRIPTION: Block 45, Public School Land Survey, A-3655
Section 2: All

STATE LEASE # MF105575

IN WITNESS WHEREOF, the undersigned owner and Lessee has signed this
instrument this IOﬂn day of Mo ch , 2010

CHESAPEAKE EXPLORAJION, LLC.
an Oklahoma limited _Ijab'ni:ty company

-

i kil

— ki
o s’ VL L.

Henry J. Hood, Semor Vice President — 7=
Land and Legal & General Counsel

STATE OF OKLAHOMA )
) ss:
COUNTY OF OKLAHOMA )

This instrument was acknowledged before me on this _Jo_ﬂq day of
, 2010, by Henry J. Hood, as Senior Vice President - Land and Legal
& General Counsel of Chesapeake Exploration, L.L.C. on behalf of said limited liability

company. : 2 \T{W
Notary Public
My Commission Expires: GQJ 13 ] l |

| “mlllHHu
Commission Number:  TTO0A\ 2 | \‘“‘;x\ Wg/

\*OTA-‘?;.
# 07009181

1. \o
%L !\\0

\\
\\‘
o

W

W \Pemmian_South\Levescy\Releases\TX2330028-004 doc

”/,:::4

S
o
(
S

%

mmmmmsmm&mm_

OR UUSE OF THE DESCRIBED REAL PROPERTY ECCAUSE OF COLOR
yILE 4 &unmum
A FILED FOR RECORD ON THE J0TH DAY OF APRI] A.D. 2010 ]:16 P M.

A.D. 2010 9:00 A M.
DIANNE O. FLOREZ, COUNTY CLERK
REEVES COUNTY, TEXAS

we| )1y

DULY RECORDED 0N T’}r _STH DAY OF MAY
J‘!

» DEPUTY




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 lawful custody and possession, as the same is
filed/recorded in the public records of my oﬂlce found in VOL.

PAGE THRU _XXXX IﬁEeBRBEBLIC
{fﬁ%?;% | hereby certified on 05 Z 06/2010

7“ DIANNE O. FLOREZ, COUNTY CLERK
RE Co A1

3 <
&(\ B EPUTY



Chesapeake Rebecca Youns

ENERGY

May 26, 2010

VIA OVERNIGHT COURIER

Ms. Beverly Boyd

Texas General Land Office
1700 N. Congress Ave.
Suite 935

Austin, Texas 78701-1495

Re: Filing of 6 Release of Leases
MF 108252, Section 5, Block 57, PSL Survey
MF 108253, Section 8, Block 57, PSL Survey
MF 108254, E/2, Section 31, Block 56, PSL Survey
MF 108255, Section 44, Block 56, PSL Survey
MF 105575, Section 2, Block 45, PSL Survey
MF 105526, Section 14, Block 61, Township 2, T&P RR Survey
Reeves County, Texas

Dear Ms. Boyd:
Enclosed please find certified copies of the above mentioned Release of Leases
("Releases") located in Reeves County, Texas. Chesapeake Exploration, L.L.C.

("Chesapeake") desires to file these Releases with the General Land Office.

Also enclosed, is Chesapeake's check number 1294826 in the amount of $150.00
which represents the required filing fee of $25.00 per Release.

Should you have any questions in this regard, please call me at (405) 935-4344.
Sincerely,
Chesapeake Exploration, L.L.C.
ecca Young %f
ssistant Landman

Enclosures

Chesapeake Energy Corporation
P.O. Box 18496 * Oklahoma City, OK 73154-0496 * 6100 N. Western Avenue * Oklahoma City, OK 73118
405.935.4344 » fax 405.935.4251 » becky.young@chk.com
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FILE # 1389

' RELEASE OF OIL AND GAS LEASE

STATE OF TEXAS )

) SS
COUNTY OF REEVES )

CHESAPEAKE EXPLORATION, L.L.C., successor by merger to Chesapeake
Exploration Limited Partnership, whose address is P. O. Box 18496, Oklahoma City,
Oklahoma, 73154-0496, does hereby release, relinquish and surrender all its right, title

and interest in and to that certain Oil and Gas Lease located in Reeves County, Texas,

and described as follows:

LESSOR: State of Texas, acting by and through its agent, Hill Investments. Ltd.,
By: Casody Enterprises, LLC, General Partner, By: Alan M. Hill,
President

LESSEE: Chesapeake Exploration Limited Partnership

DATE: January 22, 2007

RECORDED: Vol. 769, Pg. 127

DESCRIPTION: Block 45, Public School Land Survey, A-3655
Section 2: All

STATE LEASE # MF105575

IN WITNESS WHEREOF, the undersigned owner and Lessee has signed this

instrument this | (4} day of __ Vi@ 12010

CHESAPEAKE EXPLORATION, L.LC.,
an Oklahoma limited liability €ompany
= - 4
Henry J. Hood" Senior Vice President — C_/
Land and Legal & General Counsel @

7

STATE OF OKLAHOMA

S

SS!:
COUNTY OF OKLAHOMA )

This instrument was acknowledged before me on this ‘Oih day of

th‘ [0\ , 2010, by Henry J. Hood, as Senior Vice President - Land and Legal
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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 lawful custody and possession, as the sinl;e 2:5
filed/recprged in the publi rds of ice, in VOL. ;
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Rebecca Y
Chesapeake

ENERGY

May 26, 2010

VIA OVERNIGHT COURIER

Ms. Beverly Boyd

Texas General Land Office
1700 N. Congress Ave.
Suite 935

Austin, Texas 78701-1495

Re: Filing of 5 Release of Leases
MF 108252, Section 5, Block 57, PSL Survey
MF 108253, W2, Section 8, Block 57, PSL Survey
MF 108254, E/2, Section 31, Block 56, PSL Survey
MF 108255, Section 44, Block 56, PSL Survey
MF 105575, Section 2, Block 45, PSL Survey
Reeves County, Texas

Dear Ms. Boyd:
Enclosed please find certified copies of the above mentioned Release of Leases
("Releases") located in Reeves County, Texas. Chesapeake Exploration, L.L.C.

("Chesapeake") desires to file these Releases with the General Land Office.

Also enclosed, is Chesapeake's check number 1295821 in the amount of $125.00
which represents the required filing fee of $25.00 per Release.

Should you have any questions in this regard, please call me at (405) 935-4344.

Sincerely,

Chgsapeake Exploration, L.L.C.
/Z/Zé&(, y a

Rebecca Young

ssistant Landntan

Enclosures

Chesapeake Energy Corporation
P.O. Box 18496 * Oklahoma City, OK 73154-0496 * 6100 N. Western Avenue ® Oklahoma City, OK 73118
405.935.4344 » fax 405.935.4251 * becky.young@chk.com



A

. Rebecca Y
Chesa e&e .-\.\'.\L'r_:::f.r‘!.‘} .m(.).’::lr.lrt

ENERGY

May 26, 2010

VIA OVERNIGHT COURIER

Ms. Beverly Boyd

Texas General Land Office
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MF 108253, W2, Section 8, Block 57, PSL Survey
MF 108254, E/2, Section 31, Block 56, PSL Survey
MF 108255, Section 44, Block 56, PSL Survey
MF 105575, Section 2, Block 45, PSL Survey
Reeves County, Texas

Dear Ms. Boyd:
Enclosed please find certified copies of the above mentioned Release of Leases
("Releases") located in Reeves County, Texas. Chesapeake Exploration, L.L.C.

("Chesapeake") desires to file these Releases with the General Land Office.
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Chesapeake Operating, Inc.

008019 TX GENERAL LAND OFFICE 1 O / O 8 O 4 4 No. 1295821
VOUCHER | INVOICE INVOICE DESCRIPTION OR NET AMOUNT
NUMBER DATE NUMBER GROSS AMOUNT DISCOUNT
|
386764 |[05/18/10 | 051810C BALMORHEA PROSP REC FEE /\/ 125.00

|3 p

Total for check $125.00
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