STATE LEASE MF105983

LeaseDate Acres Status CONTROL BASEFILE COUNTY

07-109880 152831 = REEVES

SURVEY : T & P RY CO
BLOCK 254

TOWNSHIP : 058
SECTION/TRACT: 2

PART : OE4

ACRES : 160.00
DEPTH LIMITS : NO

v
EXP'BED LESSEE . CHALFANT PROPERTIES, INC.
DATE SE DATE : Sep 21 2005
LEASING IMARY TERM : 5 yrs
MAPS BONUS (%) : 000
WENTAL (§) : 0.00
GIS 3 —ROYALTY : 0.10000000
VAR ROYALTY

ATTENTION FILE USERS!
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RAL REVIEW SHEET

Transaction & 4930 Geologist: R. Widmayer

lessor  Kelton, Katherine Janell Leasa Date: 9/21/2005 n O

Lessee: Chalfant Properties, Inc. Acres: 160

LEASE DESCRIPTION

County PINH BaseFileNo Part Sec. Block Twp Survey Abst#

REEVES | (00 - 152831 SE/4 2 54 058 T&PRYCO 5897

TERMS OFFERED TERMS RECOMMENDED

Primary Term: 5 years Primary Term 5 years

Bonus/Acre: $300.00 Bonus/Acre $300.00

Rental/Acre: $1.00 Rental/Acre $1.00

Royalty: 115 Royalty 115

COMPARISONS

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

Last Lease

Comments: Paidup rentals. Year 4 paid at $201.00/acre including paid rentals 5th year. Also: Joanne McLeod 13.333
acres, Montie Frank Kelton 13.333 acres, Rose Ann Hatchett with 13.333 acres, Robert F. & Kathy M.
Kelton with 26.667, Janelda C. Bourke with 13.333.
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Friday, October 07, 2005
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UISHMENT ACT LEASE APPLICATION

Texas General Land Office Jerry Patterson, Commissioner
TO: Jerry Patterson, Commissioner DATE:  07-Oct-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

Consideration

« _/ =7 P vl o e
Recommended: (7' <= Date; '©0-/ 0%

Not Recommended:

Comments: Paidup rentals. Year 4 paid at $201.00/acre including paid rentals 5th year. Also: Joanne McLeod
13.333 acres, Montie Frank Kelton 13.333 acres, Rose Ann Hatchett with 13.333 acres, Robert F. &
Kathv M Kelton with 26 667 Tanelda O Rourke with 13 333
./fease Form

Recommended:  2uf Date: /'o// /b~

Not Recommended:

Comments:

Louis Renaud, Deputy Commissioner Date: éQ {/r{;{rQ S

Recommended: _ (2, Z

Not Recommended:

<
Bill Warnick. General Counsel Date: [, %[ /§/05

Recommended:

Not Recommended:

Larry Laine, Chief Clerk Date: 70: 'M’(( E
) !
Approved: 4

Not Approved:

LEN

Date:
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General Land Oflice
Relinquishment Act Lease Form
Revised, September 1997
OIL AND GAS LEASE

THIS AGREEMENT is made and entered into this 21st day of September, 2005, between the State of Texas, acting by and through its agent,
Rose Ann Hatcbett, dealing in her sole and separate property, carc of PO Box 5078, Pagosa Springs, CO 81147 said agent herein referred 1o as the
owner of the soil (whether one or more), and CHALFANT PROPERTIES, INC., of PO BOX 3123, Midland, Texas 79702 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:

SE/4 of Section 2, Block 54, Township 5, T&P RR Co Survey

containing 160.0 acres, more or less. The bonus consideration paid for this lease is as follows:

To the State of Texas: Two Thousand Thirteen and 33/100

Dollars (§2,013.33)
To the owner of the soil: Two Thousand Thirteen and 33/100
Dollars ($ 2,013.33)
Total bonus consideration: Four Thousand Twenty-Six and 66/100
Dollars ($ 4,026.66)
. . ". The total bonus ideration paid rep ts a bonus of Three Hundred Two Dollars ($302.00) per acre, on 13.333 net acres
tee
Pl ] 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
vess’ term”) and as long thercafter 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)
tees covered exceed out of pocket operational expenses for the six months last past.
LT
5 3. DELAY RENTALS. Ifno well be commenced on the leased premises on or before one (1) year from this date, this lease shall terminate,
‘:“Oo unless on or before such anniversary date Lessee shall pay or tender to the owner of the soil or to his credit in
. i 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; m addition, Lessee shall pay or tender to the COMMISSIONER OF THE GENERAL
*scnes 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:

To the owner of the soil:

Dollars (§, )
To the State of Texas:

Dollars ($ )
Total Rental:

Dollars ($ )

In a like manner and upon like payments or tenders annually, the commencement of a well may be further deferred for successive periods of one (1) year
cach during the primary term. All payments or tenders of rental 1o 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, liquid: fail or be ded by another bank, or for any reason fail or refuse 1o accept rental, Lessee shall not be held in default for
failure 1o make such payments or tenders of rental 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.
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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 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
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 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 ty[Ee, 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 sep or other equip 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 gaseous substances not defined
as oil in subparagraph (A) above, produced from any wei)l( 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 th 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 1o 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 1/5th part of the residuc 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 residuc 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 i t, then the per ge applicable to liquid hydrocarbons shall be
ﬁlly_gxrecng (50%) or the highest percent accruing Lo 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 indusiry), 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 qualily 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 1/5th
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 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.

6. ROYALTY IN KIND. Notwithstanding any other provision in this lease, al any time or from time (o 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 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
Offiice’s right to take its royalty in kind shall not diminish or negate the owner of the soil's or the Commissioner of the General Land Office's rights or Lessee's
obligations, whether express or implied, under this lease.

7.  NODEDUCTIONS. Lessee agrees that all rghralliw 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 inlo
any oil or gas producing formation underlying the lcased 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

copy of

Clerks Office
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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 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 1o 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 lly furnish the C: 1SS} 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 furnish said Commissioner with copies of all contracts under which gas
is sold or p d and all subseq gr and di to such within thirty (30) days after entering into or making such contracts, agreements or

d Such and agr when reccived by the General Land Office shall be held in conlideme by the General Land Office unless otherwise
authorized by Lessee. All other wmm and records pertaining to the producti portation, sale and marketing of the oil and gas produced on said premises,
including the books and 3 ipts and discharges of all wells, unks, pools, meters, and pipelines shall at all times be subject to inspection and examination by
the Commissioner of the General Land Offfice, the Attorey General, the Govemor, 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, Y d or plug and abandonment of any well or wells, Such written
notice to the General Land Office shall include copies of Railroad Ce issi l'nnns 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 C ission, All applications, permits, reports or other filings that
reference this lease or any specific well on the leased premises and that are submitted to the Texas Railroad Commission or any other governmental agency shall
include the word "State” in the title. Additionally, in d: with Railroad C ission rules, any signage on the leased premises for the purpose of identifying
wells, u.nk batteries or other associated improvements to the land must also include the word "State.” Lessee shall supply the General Land Office with any records,
reports, ings and cores, or other information relative to the operation of the above-described premi which may be requested by the
General l.md Office, in addition to those hercin 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.

T (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.
s "% I1. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If , during the primary term hereof and prior to discovery and
vees” production of oil or gas on said land, Lessee should drill a dry hole or holes thereon, or if during the primary term hercof 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
&b from date of completion of said dry hole or ion of production Lessee dditional drilling or reworking operations thereon, or pays or tenders the next
- e 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
“Se4 completed and abandoned, or the production of oil or gas should cease for any cause, Lessee's rights shall remain in full force and cffect without further operations until
5 - 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
Pl ] 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
e 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
®ssee’ from the date of completion of such shut-in oil or gas well and upon the failure 1o make such payment, this lease shall ipso facto 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 Lessec 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 lcased 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. [f 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 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

Jjurisdiction over the duction of oil and gas. If, at any time after the expiration of the primary term of a leasce that until being shut in, was being maintained in

force and :I'I'cd a uell 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
itable prod facilities or lack of a suitable market, then Lessee may pay as a shut-in oil or gas royalty an amount equal to double the annual rental provided in
the lease, but not less than $1,200 a year for cach well capable of producing oil or gas in paying quantities. [f 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 premuses, or (3) 60 days after
Lessee completes a drilling or reworking operation in accordance with the lease provisions, whichever date is latest. Such payment shall be made onc-half (1/2) to the
Commissioner of the General Land Office and one-half (1/2) to the owner of the soil. If the shut-in 0il or gas royalty is paid, the lcase 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
tollowing the month in which production ceased, and, after that, if no suitable production facilities or suitable market for the oil or gas exists, Lessee may extend the
lease for four more successive periods of one (1) year by paying the same amount each year on or before the expiration of each shut-in year.

15. COMPENSATORY ROYALTIES. If, during the period the lease is kept in effect by payment of the shut-in oil or gas royalty, oil or gas is sold and
delivered in paying quantities from a well located within one thousand (1,000) feet of the leased premises and completed in the same producing reservoir, 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 ing the drainage or which is pleted in the same producing reservoir and
within one thousand (1,000) feet of the leased premises. The p y royalty is 1o be paid monthly, one-half (1/2) 10 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 ,' d in the same producing reservoir and located within one thousand (1,000) feet of the leased premises. If the comp
mynlty paid in any 12-month period is in an amount less than the annual shut-in oil or gas royalty, Lessee shall pay an amount equal o ﬂm difference within thirty (JO)
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 devel nor the obligation to drill offset wells as provided in Tcm Natural
Resources Code 52.173; however, at the determination of the Commlsssom. and with the Counumooﬂ‘s writien approval, the p of comp Yy 1oy can
satisfy the obligation to drill offset wells.

16. RETAINED ACREAGE. Notmthstlndmg any provision of this lease to the contrary, after a well produci pable of producing oil or gas has
been completed on the leased premises, Lessee shall exercise the d:llgmoe of a reasonably pmdem npﬂ'llﬂl' in dnlllng snch additional well or wells as may be
reasonably necessary for the proper development of the leased p and in marketing the p

(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 10 all of the leased prenﬁscs. 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 qnlnlmes (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 metuded ina 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 all d for p wap ion unit for each such producing well under the rules and
regulations of the Railroad Commission of Texas, or any successor agency, or other gnvcrnln:nnl mtbomy having jurisdiction. If at any time after the effective date of
the partial termunation provisions hereof, the applicable ficld rules are changed or the well or wells located thereon are reclassified so that less acreage is thereafier
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 1o have the right of ingress 1o 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 1 hercof ("the retained lands”), for access to and from the retained lands
and for the gathering or ransportation of oil, gas and other minerals produced from the retained lands.

(B) HORIZONTAL. In the event this lcase is in force and effect two (2) years after the expiration date of the primary oremmedwmu shall further
terminate as to all depths below lwrmmwmmumwnu(mﬂna “deeper depths”) in cach well located on ge d 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 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 cach well shall, as nearly as practical, be in the form of a square with
the well located in the center thereof, or such other shape as may be approved by the Commissioner of the G:n:rll Land Office. Within thirty (30) days after partial
1=n'|unluon of this lease as provided herein, Lessee shall execute and record a release or rel g a factory legal description of the acreage and/or depths

ined h der. The r "mk:sc.u'-c:ruﬁdmpynfmnc.mllbcﬁlndmm:cmﬂﬂLlndOﬂ'meummmdbyumﬁlmgfezpmmhedhylhe
Gcncrl.l Land Office rules in effect on the date the relcase is filed. If Lessee fails or refuses to execule and record such release or releases within ninety (90) days after
being requested to do so by the General Land Office, then the C T 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 10 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 o prevent undue drainage of oil and gas from the leased premises, In addition, if
oil and/or gas should be produced in commercial qmitiuwilhi.nlooofeﬁ of the leased premiscs, or in any case where the leased premises is being drained by
production of oil or gas, the Lessee, sublessee, receiver or other agent in control of the leased premises shall in good faith begin the dnlhn; ofa m:ll or wdls upon |hc
leased premises within 100 days afler the draining well or wells or the well or wells completed within 1,000 feet of the leased pi start prodi
quantities and shall prosecute such drilling with diligence. leur: to satisfy the statutory offset obligation may subject this lusc and the owner oflh: sunl s lscncy
rights to forfeiture. Only upon the determination of the Ci ' of the General Land Office and with his written appmval 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. 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 p d, Lessee's obligation to comply with such covenant shall be suspended and Lessce
shall not be liable for damages for failure to comply with such covenants; addlllonllly. this lease shall be extended while Lessee is prevented, by any such cause, from
conducting drilling and rki ions 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 l)m lease in effect dnnng 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. 11 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
lcased 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 royaltics and rental hercin 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

llocable to such undivided interest. Hi , 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, 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 hercin, payments that are
made on a per acre basis h der shall be reduced ding to the ber 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 coveted by this lease,

21. USE OF WATER. Lessce 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, Lessce 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 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 ncarer 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 arca, 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 p all ped 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 ckilling 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 g and upon completion of operations shall restore the surface of the land to as near its original condition and
asis icable. Tanks and equip will be l:ept plmled and presentable,

26. REMOVAL OF EQUIPMENT. Subject to limitations in this paragraph, Lessee shall have the right to hinery and fi 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 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, devi legal rep ives, s and
assigns. However, a change or division in ownership of the land, rentals, or royalties will not enlarge the obligations of Lessee, diminish lhcrigjus,privilqcsud
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 (]0) d-ys lﬁu‘ the owner ol'the sm'l (ot his heirs, devisees, legal representatives
or assigns) furnishes the Lessee with sansﬁmry written evideace of the change in o p g the i of title (of a certified copy of
such original) when the hip ch: ofa A total or partial mugnmcm of this lcase slull to the extent of the interest assigned, relieve and
discharge Lessee of all subsequent oblnpum under this lease. I this Icasc 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 lcase 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 to all obligations, liabilities, and penalties owed to the State by the original lessee or any prior assignee of the
lease, including any liabilitics to the State for unpaid royalties.

(B) ASSIGNMENT LIMITATION. Notwithstanding any provision in Paragraph 27(a), if the owner of the soil acquires this lease in whole or in pad
by assignment without the prior written approval of the Commissioner of the General Land Office, this lease is void as of the time of assignment and the agency power
of the owner may be forfeited by the 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 subsidi
(3) a partnership in which the owner of the soil is a partner or is an employee of such a par

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

(5) a partner or employee in a partnership which is the owner of the soil;
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(6) a fiduciary for the owner of the soil; including but not limited to a guardian, trustee, dmini , receiver, 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
relicved of all subsequent obligations as to acreage surrendered. I 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. Ifall or any part of this lease is assigned or released, such assigr or release must be recorded
in the county where the land is si d, and the ded i 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 i luding the
of the true ideration 1o be paid for the execution of this leasc and the rights and dutics of the partics. Any collateral ag ing the
development of oil and gas from the leased premises which are not contained in this lease render this lease invalid.

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

32. FORFEITURE. If Lessee shall fail or refuse to make the payment of any sum within thirty days 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 t give comect
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 lcase shall be subject to forfeiture by the Commissioner, and he shall forfeit same when sufficicotly 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 Icase and all rights thercunder
reinstated before the rights of another intervene upon satisfactory evidence to the Commissioner of the General Land Office of future compli with the provisions of
the law and of this lease and the rules and regulations that may be adopted relative hereto.

33. LIEN. In accordance with Texas Natural Resources Code 52.136, the State shall have a first lien upon all oil and gas produced from the area covered
by this lease to secure payment of all unpaid royalty and other sums of money that may become due under this lease. By acceptance of this lease, Lessee grants the
State, in addition to the licn provided by Texas Natural Resources Code 52.136 and any other applicable statutory licn, an express contractual lien on and security
interest in all leased minerals in and extracted from the leased premiscs, all proceeds which may accrue 1o Lessee from the sale of such leased minerals, whether such
proceeds arc held by Lessee or by a third party, and all fi on and impr to the leased premises used in ion with the production or p ing of
such leased minerals in order to secure the pay of all royalties or other due or to b 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 licn and security interest may be
foreclosed with or without court proceedings in the manner provided in the Title 1, Chapter 9 of the Texas Business and Commerce Code. Lessce agrees that the

Commissioner may require Lessee 1o execute and record such i as may be bly y to acknowledge, attach or perfect this lien. Lessec herchy
represents that there are no prior or superior liens arising from and relating to Lessee’s activities upon the above-deseribed property or from Lessee's acquisition of this
lease. Should the Commussioner at any time d ine that this repi ion is not true, then the Commissioner may declare this lease forfeited as provided herein.

34. POOLING. Lessecis hu’eby granted the nght 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 exploration, d 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 que pursuant to Texas Natural Resources Code
52.151-52.153. The owner of the soil agrecs that the inclusion of this provision in this Icasc satisfics the ion req stated in Texas Natural Resources Code
52.152.

35. INDEMNITY. Lessce hereby releases and discharges the State of Texas aBd 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 Lessec'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, d actions, p 'hqjury(' luding death), costs and expenses,
or other harm for which recovery of damages is sought under any theory including tort, or strict liability, & ys' fees and other legal expenses,
including those related fo environmental hazards, on the leased premises or in any way related to Lessee’s failure to comply wuh any and all environmental laws; those
arising from or in any way related 10 Lessee'’s operations or any other of Lessee's activities on the leased premises; those arising from 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 or any other act or omission of
Lessee, its directors, officers, employees, partners, agents, contractors, subcontractors, guests, invitees, and their respecti s and assigns. Each assignee of this
Agreement, or an inlerest therein, agrees o be liable for, exonerate, indemnify, defend and hnldhmisslhesmeofTemuddunwwoﬁhe soil, their officers,
cmployees, and agents in the same manner provided above in connection with the activities of Lessce, 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 polluton
of any environmental medium, including soil, surface waters, groundwater, sediments, and surface or subsurface strata, ambient air or any other
environmental medium m, 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 ordmary products
commonly used in connection with oil and gas exploration and development operations and stored in the usual manner and quantitics. LESSEE'S
VIOLATION OF THE FOREGOING 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 (I1) 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 certified copies thereof must be filed in the General Land Office.
This lease is not effective until a certified copy of this lease (which is made and certified by the County Clerk from his records) is filed in the General Land Of
fice in accordance with Texas Natural Resources Code 52. 183. Additionally, this lease shall not be binding upon the State unless it recites the actual and true
consideration paid or promised for execution of this lease. The bonus due the State and the prescribed filing fee shall accompany such certified copy 1o the
General Land Office.

40. Rentals in the amount of §26.66 for years two and three of this lease have been prepaid. One half (%) of this amount has been paid to the
Lessor and one half (/) has been paid to the State of Texas. Rental for the fourth year in the amount of $2,679.93 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 mcluded in the fourth year rental and if the fourth, year rental is paid then no additional rentals are due under this lease.

BY: William A. Chalfant

TITLE: President
DATE__\ l‘)! \7 ] D)

STATE OF TEXAS STATE OF TEXAS

(/I' / i o

BY: Rose Ann Hatchett, dealing in her sole and
separale property

TITLE: Individually and as agent for the State of Texas TITLE: Individually and as agent for the Statc of Texas
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STATE OF ‘wlC ((‘.

COUNTY OF -/Js e e (L (-r.\l

Before me, the undersigned authority, on this day personally appeared Rose Ann Hatchett, dealing in her sole and
separate property, known (o me 1o 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 therein expressed,

Given under my hand and seal of office this the 41~day of QCI /ﬂ/){// , 2005.
% Y )L«./L( /5///)‘L

Notary Public in and for

My Commission expires: &3 Rreoy

L
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-
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....
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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

REEVES COUNTY, TEXAS

Given under my hand and seal of office this the e el day of
OcToPER , 2005.
A= MASHALA K. CROSS L Notary Public in and for the State of Texas
§ f‘o "\ Hotary Public, State of Texas {
./ My Commission Expires
3 e 4 7-16-2008 b
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General Land Office
Relinquishment Act Lease Form
Revised, September 1997
OIL AND GAS LEASE

THIS AGREEMENT is made and entered into this 21st day of September, 2005, between the State of Texas, acting by and through its agent,
Joanne Mcleod, dealing in her sole and separate property, care of PO Box 1943, Frisco, TX 75034 said agent herein referred to as the owner of the
soil (whether one or more), and CHALFANT PROPERTIES, INC., of PO BOX 3123, Midland, Texas 79702 hereinafter called Lessee.

1. GRANTING CLAUSE. For and in consideration of the amounts stated below and of the covenants and agreements to be paid, kept and
performed by Lessce 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, lake care of, treat and transport said products of the lease, the following lands situated in
REEVES County, State of Texas, to-wit:

SE/4 of Section 2, Block 54, Township 5, T&P RR Co Survey

containing 160.0 acres, more or less. The bonus consideration paid for this lease is as follows:

To the State of Texas: Two Thousand Thirteen and 28/100

Dollars ($2,013.28)
To the owner of the soil: Two Thousand Thirteen and 28/100
Dollars ($2.,013.28)
Total bonus consideration: W i /1
Dollars (§ 4,026.56)
The total bonus consideration paid represents a bonus of Three Hundred Two Dollars ($302.00) per acre, on 13.333 net acres.

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

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

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

To the owner of the soil:

Dollars ($ )
To the State of Texas:

Dollars ($ )
Total Rental:

Dollars ($ )

In a like manner and upon like pay or tend lly, the

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 sotl 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 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.
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4.  PRODUCTION ROYALTIES. Upon production of oil and/or gas, Lessce agrees to pay or cause 1o be paid one-half (172) 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 hydr owbommwvaed&unoﬂnrpsnmthrm@asq:mwuhﬂaqum as hereinafler provided, shall be
= i 1/5th mnnl‘lheynssprochnnmwlhcmtuvahxlhueof.ulhmmufmcmuofﬁcwﬂuﬂxcommmuofmg
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 lndwhmmn.od)(hehlghmmnrkﬂpme(h:roofot‘t‘aedor
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 oil and gas
separalor 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 such gas be run through a sep or other equip may be waived in writing by the royalty owners upon such terms and
conditions as t hey prescribe.

i‘ ) NON PROCESSED GAS. Royalty on any gas (including flared gas), which is defined as all hydrocarbons and not defined l

as oil in subparagraph (A) above, produced from any well on said land (except as provided herein with respect to gas prmmrm a plant for the extraction of |

gasoline, liquid hydrocarbons or other products) shall be L/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 based on the highest market price paid or offered for gas of

mmpa:able quality in the general arca 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

tem crature shall be sixty (60) degrees Fahm;hcu. correction 10 be made for pressure according o 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 ul’mtmg |

(C) PROCESSED GAS. Royalty on any gas processed in a gasoline plant or other plant for the recuver)' of gasolmc or other liquid hydrocarbons
shall be 1/5th 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 Commussioner of the General Land Office. All royalties due herein shall be based on one hnnd.md 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 ofllm&owbms attributable to rhclﬂgns produced from this lease; 'E;ov:ded that if liquid hydrocarbons are recovered from
F“ processed in a plant in which (or its subsidiary or affiliste) owns an applicable to liquid hydrocarbons shall be |

lty'pcn;uu (50%) or the highest percent accruing ma third party processing gas through such pla.nl under apmn:ssmg agreement negotiated at arm's len, I
(or if there is no such third party, |h=: highest percent then being specified in processing agreements or contracts in the industry), whichever is the greater.
r:s?ecuve royaluﬁ on residue gas and on liquid hydrocarbons shall be determined by 1) the highest market price paid or nﬂ':rud for any gas (or lnqu:d
of ble quality in the general area, or 2) the gross price paid or offered for such residuc gas (or the hied average gross selling price
for the rupecuve gu&ru of liquid hydrocarbons), whichever is the greater. In no event, however, shall the royalties payable under le paragraph be less than
the royaltics 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 Ilqmd
hydrocarbons) whether said gas be “"casinghead,” “dry”, or any other by fractionating, burning or any other processing shall be
part of the gross production of such products, or the market value llmenl?fl the option of the owner of the soil or the Commissioner of the General I.and
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 afier the expiration of the primary term of this lease, if this lease is maintained by uction, 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 |
pay:bleonnrbel’cn!h:Imldayot‘lhcmouu:succeedmgihemmnyducoftlnslwcnsumcqn-lmlhem;lmnuﬂmmllmslhemmlnrmylkus 1
paid during the preceding year. If Paragraph 3 of this lease does not specify a delay rental amount then for the purposes of this paragraph, the delay rental
amount shall be one dollar ($1.00) per acre,

6.  ROYALTY IN KIND. Notwithstanding any other provision in this lease, 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 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
Ofﬁee‘s right to mke its royalty in k.:x_zd‘shal‘li nullhttmmuh or negate the owner of the soil's or the Commissioner of the General Land Office's rights or Lessee's

B €XPress or imp under

7. NODEDUCTIONS. Lessce 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, and other
products hereunder ready for sale ur use. Lessee agrees 1o 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 p gas pl in any p g plant. Notwiths| any other provision of this lease, and subject 10 the written consent of the
.o maofﬂlewdmdlheCmmoflheGmﬂLlndOﬂice,lmmymyd:wﬁxgnhﬂpupmmlb:lusedpmnwafmnpumm
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
pnylbleon(lurecycledguunullllspmducod and sold or used by Lessce in a manner which entitles the royalty owners 1o a royalty under this lease,

"ee
L]
.

LR LR J
. ‘ 9. ROYALTY PAYMENTS AND REPORTS. All royalties not taken in kind shall be paid to the Commissioner of the General Land Office at
sese
Austin, Texas, in the following manner:
L
L Payment of royalty on production of oil and gas shall be as provided in the rules set forth in the Texas Register. Rules currently pruvldellm
. 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 moath of production, and
soee 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
...cc: 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

ssens
.
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and market value including gas meter readings, pipeline receipts, gas line receipts and other checks or memoranda of produced and put into pipelines, tanks, or
pools and gas lines or gas storage, and any other reports or records which the General Land Office may require to verify the gross production, 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, schedul y or other i 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 duc, 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 accruc 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 1o be paid 2s prescribed by the due date provided
herein. Payment of the delinquency penalty shall in no way operate to prohibit the State’s right of forfciture 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 lly furnish the C issi of the General Land Office with its best
possible estimate of oil and gas reserves underlying this lease or allocable to this lcase and shall furnish said Commissioner with copies of all contracts under which gas
is sold or pr d and all subseq greements and di to such within thirty (30) days after entering into or making such contracts, agreements or

d Such and agr when reoe:vu‘l by the General Land Office shall be held in confidence by the General Land Office unless otherwise
authorized by Lessee. All other contracts and ining to the producti ion, sale and marketing of the oil and gas produced on said premises,
including the books and accounts, receipts and dlschurges ofall well.r., tlnhs pools, rnelem, 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 ofany 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 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 C. ission, All applications, permits, reports or other filings that
reference this lease or any specific well on the leased premises and that are submitted to the Texas Railroad Commission or any other governmental agency shall
include the word "State® in the title. Additionally, in d with Railroad C ission rules, any signage on the leased premises for the purpose of identifying
wells, !ank batteries or other lssm:mlnd improvements to the land must also include the word "State.” Lessee shall snppty the General Land Office with any records,
reports, gs and cores, or other information relative to the operation of the above-d ises, which may be requested by the
General Land Office, in addition to !hom herein expressly provided for. Lessee shall have an electrical and/or radicactivity survr.'y 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 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

leted 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 quantitics 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,
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 i 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 thereafler as oil and/or gas is produced in paying quantitics from said land, or payment
of shut-in oil or gas well royalties or compensatory royalties is made as provided in this lease.

13. CESSATION, DRILLING, AND REWORKING. 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 Lessec commences additional drilling or reworking operations within sixty (60) days afier
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

Jjurisdiction 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, 8 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
I 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
I 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 gasroyalty

{
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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 myl]!y is paid, the lcase shall be considered to be a
producing lease and the payment shall extend the term of the lease for a period of one yur ﬁ'om the end of the primary term, or from the first day of the month
following the month in which production ceased, and, afler that, if no suitable pr or suitable market for the oil or gas exists, Lessee may extend the
lease for four more successive periods of one (1) year by paying the same amount cach year on or before the expiration of cach shut-in year. |

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 l
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 lcase 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 onc 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
Oﬁ'ce and one-half (1/2) to the owner ofﬂw 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 premi If the p
ruyal!y paid in any 12-month period is in an amount less than the annual shut-in oil or gas royalty, Lessee shall pay an amount equal to tl:e 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 ble devel nor the oblngamn to drill offset wells as provided in Texas Natural
Resources Code 52.173; b , at the determination of the C issioner, and with the Commissioner’s written approval, the payment of compensatory royalties can
satisfy the obligation to drill offset wells.

16. RETAINED ACREAGE. Nolwtl.hmnd.mg any provision of this lease to mc contrary, after a well produci blc of producing oil or gas has
been completed on the leased premises, Lessee shall the dilij ofa prudent operator in dnllmg such addsuonn.l wr.lt or wdls as may be
reasonably necessary for the proper development of the leased premises snd in marketing the pmdncnon thereon.

(A) VERTICAL- 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 then terminate |
as to all of the Imscd prcm:s&c EXCEPT (1) 40 acres surrounding each oil well capable of producing in paying quantities and 320 acres surrounding cach gas well I
ble of pr ing in paying q (including a shut-in oil or gas well as provided in Paragraph 14 hereof), or a well upon which Lessee is then engaged in
conltm.lons dnlllrl.g or reworking operations, or (2) 1hc 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 all d for prod ™ to & proration unit for ecach such producing well under the rules and
gulations of the Railroad C ission of Texas, or any successor agency, or other ywmmmlnl authority having jurisdiction. If at any time after the effective date of
the partial termination provisions hereof, the applicable ficld rules are changed or the well or wells located thereon are reclassified so that less acreage is thercafier
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. Notwith g the termination of this lease as to a portion of the lands covﬂ'ed hereby, Lessee shall nevertheless continue to have the right of ingress to and
cgress from the lands still subject to this lease for all purp described in Paragraph | hereof, together with casements and rights-of-way for existing roads, existing
pipelines and other existing facilities on, over and across all the lands described in Plngnph | 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 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 (hercinafier "deeper depths®) in cach well located on acreage retained in Paragraph 16 (A) above,
unless on or before two (2) years afler the primary or extended term Lessee pays an amount equal 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 lcui.ncd hereunder as to cach well shall, as nearly as practical, be in the form of a square with
the well located in the center thereof, or such other shape as may be approved by the C issi oflhe General Land Office. Within thirty (30) days after partial
termination of this lease as provided herein, Lessee shall execute and record a release or rel g 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 l..andOﬂiu accompanicd by the filing fec prescribed by the
General Land Office rules in effect on the date the release is filed. If Lessee fails or rcfum 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 C issit at his sole d ion may desi by written instrument the acreage and/or depths 1o 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
: e ® 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
eee ¢ 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
sese 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
bl itics and shall pr such drilling with diligence. Failure to satisfy the statutory offset obligation may subject this lcase and the owner of the soil's agency
. nghl: to forfeiture. Only upon the determination of the C issi of the General Land Office and with his written approval may the payment of compensatory
esse royalty under applicable statutory parameters satisfy the obligation to drill an offset well or wells required under this paragraph.
.
sees 18. FORCE MAJEURE. If, after a good faith effort, Lessee is prevented from complying with any express or implied covenant of this lease, from
L ducting drilling operati m!hclﬂsndp:mus,uﬁnmp'ndnungmlntpsﬁnm!helﬂmdpmusabymsmufwrd:dhun.nuu.slrik:s.lﬂsnfﬂod.or
':"‘: any valid order, rule or regulation of go ity, then while so prevented, Lessee’s obligation to comply with such covenant shall be suspended and Lessee
shall not be liable for damages for fadure 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 lcased 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.
o:oto:
.
sessee
. .

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




19. WARRANTY CLAUSE. The owner of the soil warrants and agrees to defend tide to the leased premises. [f the owner of the soil defaults in payments
owed on the leased premises, then Lessee may redeem the rights of the owner of the soil in the leased premises by paying any mortgage, taxes or other liens on the
lcased 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 cstate in the above described
land, whether or not Lessec'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 cstate 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 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, of if, at any
nnznﬂuihc:xwmonorrh:pru-r-ryl:rmonﬁeunmdedlu-m.mslusccovmahmnumbuormﬂunmml nmuutdumbed hemn.pwmu\hlm
made on a per acre basis b der shall be reduced g to the number of acres pooled, released, surrendered, or otherwise d, so that
on a per acre basis under the terms of this lease during the primary term shall be calculated based upon the nnmbuufmmmdemcbwnhncsor- pooled unit, or,
if after the expiration of the primary term, the number of acres actually retained and coveted by this lease.

21. USE OF WATER. Lessce shall have the right to use water produced on said land necessary for operations under this lcase 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 p | property, i
livestock and crops on said land.

pr

23. PIPELINE DEPTH. When requested by the owner of the soil, Lessce 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 arca, 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 pture all ped hyd bons or other
pollutant and shall be responsible for all damage to public and private propertics. Lessee shall build and maintain fences around its slush, sump, and drainage pits and
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 said premises free
of all rubbish, cans, bottles, paper cups or garbage, and upon completion of operations shall restore the surface of the land 1o as near its original condition and contours
as is practicable. Tanks and equip will be kept painted and presentable.

26. REMOVAL OF EQUIPMENT. Subject to limitations in this paragraph, Lessee shall have the right to e hinery and fi 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 chmge 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 cffectiveness of any act performed by Lessee. And noduuaeordwwon in
ownership of the land, rentals, or royalties shall bind Lessee for any purpose until thirty (30) dlys lR:r the owner ol’ﬂu sol.l (Ol‘ his hein, d es, legal es
wmps)ﬁnﬂmﬂ:mer&umﬁmrymwﬁumofﬂnMw g the ofhde(oflmﬂedoopyof
such original) when the hi d b ofa Aum«wmmofmmmmmmnrhlmlﬂwudmm

Lessee of all mlnmnul oulmudwllmlene. If this lcase is assigned in its cotircty 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; | . if the assignor or assignee does not file a certified copy of such
assignment in the General Land Office before the next rental plngdlu.theennreleneslnlllmmtefor&:tmwpymmwmnldu:nnderhuyuﬂl]
Every assignee shall succeed to all rights and be subject to all obligati 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 pad
by assignment without the prior written approval of the C issioner of the General Land Office, this lcase is void as of the time of assignment and the agency power
of the owner may be forfeited by the Ci 15Si An assi, will be treated as if it were made to the owner of the soil if the assignec is:

(1) a nominee of the owner of the soil;
(2) a corporation or subsidiary in which the owner of the soil is a principal stockholder or is an employee of such a corporation or subsidiary,
(3) a partnership in which the owner of the soil is a partner or is an employee of such a par P
(4) a principal stockholder or employec 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;
|
l
[
|
|
|
|
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% (6) a fiduciary for the owner of the soil; including but not limited to a guardian, trustee, z ini , 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 ined 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 1o acreage surrendered. 1fany 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. [fall or any part of this lcase is assigned or released, such assig or release must be recorded
in the county where the land is si d, and the ded i 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 mcludmg the
statement of the true consideration to be paid for the execution of this lcase and the rights and dutics of the parties. Any collateral agr nis g the
development of oil and gas from the leased premises which are not contained in this lease render this lease invalid.

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

32. FORFEITURE. If Lessec shall fail or refuse to make the payment of any sum within thirty days afler it becomes due, or if Lessee or an authorized
agent should knowingly make any false return or false report 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 regulati dopted by the Ci 1551 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 pmmlpled by the General Land Office, the School Land Board, or the Railroad Commission, or if Lessce |
should refuse the proper authority access to the ds p g to operati 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 fun'ush the General Land Office a correct log of any well, or if Lessee shall knowingly violate any of
the matenial provisions of this lcase, 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 area shall again be subject to lease under the terms of the Relinquish Act. Hi , 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 liance with the provisions of
the law and of this lease and the rules and regulations 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 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 ion with the production or p ing 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 pr dings in the provided in the Tile I, Chapter 9 of the Texas Business and Commerce Code. Lessee agrees that the
Commissioner may require Lessee 1o execute and record such i as may be r bly y to acknowledge, attach or perfect this lien. Lessee hereby
represents that there are no prior or superior licns arising from and relating to Lessee’s activilics upon the above-described property or from Lessee's acquisition of this
lease. Should the Commissioner at any time d ine that this repr ion is not true, then the Commissioner may declare this lease forfeited as provided herein.

34. POOLING. Lﬁmuhcebygmledlhcnghlmpwlorumunlhcmnllylmuﬂufdwnwwol'lhesmlundu‘lhulazmtblnywulnsdwld
or mineral i for the expl d 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 LlndOfﬁce for the pooling or unitizing of the interest of the State under this luse 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 i qu stated in Texas Natural Resources Code
52.152.

TR 35. INDEMNITY. Lessce hereby releases and discharges the State of Texas aBd 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
o of Lessee, its officers, employces, and agents arising out of, incidental to, or resulting from, the operations of or for Lessee on the leased premises hereunder, or that
ssee 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, |
emhymnﬂ%ﬁ:kumaﬁm@ﬂﬂmmmmlisbilitiu,lom actions, p | injury (including death), costs and expenses,
or other harm for which recovery of damages is sought under any theory including tort, or strict liability, including attorneys’ fees and other legal expenses,
LA 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 !
. anising from or in any way related to Lessee's operations or any other of Lessece'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 LmsbruckofuyofthciﬂuumprovmnsofmuAgeenmarmy other act or omission of
Lessee, its directors, officers, employees, p s, agents, s, 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 bold 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 activitics 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 i
sesaee PRE-EXISTING CONDITIONS), STRICT LIABILITY, OR THE NEGLIGENCE OF ANY PARTY OR PARTIES (INCLUDING THE NEGLIGENCE OF I
. . 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 ash ining materials, explosives, toxic materials, or sub regulated as h d wastes, hazardous materials, hazardous
substances (as the term "Hazardous Sub " is defined in the Comprehensive Envi | Response, Comp ion 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 (IT) 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 certified copies thereof must be filed in the General Land Office.
This lease is not effective until a certified copy of this lease (which is made and certified by the County Clerk from his records) is filed in the General Land Of
fice i m 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

paid or promised for e 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 $26.66 for years two and three of this lease have been prepaid. One half ('4) of this amount has been paid to the
Lessor and one half ('4) has been paid to the State of Texas. Rental for the fourth year in the amount of $2,679.93 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 fourthfyear rental is paid then no additional rentals are due under this lease.

esee
- -
seee LESSEE

perties, Inc.
BY: William A. Chalfant
ssee

Tase TITLE: President
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( INDIVIDUAL
ACKNOWLEDGMENT)
~

COUNTY OF _Cﬂ.@lL

Before me, the undersigned authority, on this day personally appeared Joanne McLeod, dealing in her sole and
separate property, known to me to be the persons whose names are subscribed to the foregoing instrument, and acknowledged
to me that they executed the same for the purposes and consideration therein expressed.

Given under my hand and seal of office this the I day of OM«W\‘ , 2005.

CAROLYN WINSLETT
Notary Public
State of Texas
Comm. Expires 03-26-2009

Gonolig- Winstett

Notary Public in and for

My Commission expires:
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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 b\ L day of
OexolER _, 2005.
Modols ¥ O
i Notary Public in and for the State of Texas
MASHALA K. CROSS
Notary Public, State of Texas
) My Commission Expires
Sl TS 7-16-2008
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General Land Office
Relinquishment Act Lease Form
Revised, September 1997
OIL AND GAS LEASE

THIS AGREEMENT is made and entered into this 21st day of September, 2005, between the State of Texas, acting by and through its agent,
Janekda C. Bourke, dealing in her sole and scparate property, care of PO Box 4805, Pagosa Springs, CO 81157 said agent herein referred to as the
owner of the soil (whether one or more), and CHALFANT PROPERTIES, INC., of PO BOX 3123, Midland, Texas 79702 hereinafter called Lessee.

1. GRANTING CLAUSE. For and in consideration of the amounts stated below and of the covenants and agreements to be paid, kept and
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, 1o 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:

SE/4 of Section 2, Block 54, Township 5, T&P RR Co Survey

containing 160.0 acres, more or less. The bonus consideration paid for this lease is as follows:

To the State of Texas: Two Thousand Thirteen and 32/100

Dollars ($£2.013.32)
To the owner of the soil: Two Thousand Thirteen and 32/100
Dollars ($ 2.013.32)
Total bonus consideration: Four Thousand Twenty-Six and 65/100
Dollars ($ 4,026.65)
The total bonus consideration paid represents a bonus of Three Huadred Two Dollars ($302.00) per acre, on 13.333 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 u:ndct 1o 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 i 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:

. ..
e e o To the owner of the soil:
LR L]
LA LN ] [hlhrs (s )
To the State of Texas:
ot Dollars ($ )
. Total Rental:
seee Dollars ($ )
ssee
.....: In a like manner and upon like pay or tend ily, the comm 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 drafl 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 ded by her bank, or for any reason fail or refuse to accept rental, Lessee shall not be held in default for
sneessl failure to make such payments or tenders of rental 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.
.:...:‘
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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 also as all
condensate, distillate, and other liquid hydrocarbons recovered from oil or gas run through a separator or other equip ash fter 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 1 ) the hmst 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 arca where produced and when run, or 3) the gross proceeds of the sale thercof, 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 o 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 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 preseribe.

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 an wcﬁon 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 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 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
uns)amshallbe 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 1/5th. 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, ln:ovidcd that if liquid hydrocarbons are recovered from
%as processed in a plant in which Me (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
(orig);em is no such third party, the highest percent then being specificd in processing agreements or contracts in the industry), whichever is the greater. The
respective royalties on residue gas and on liquid hydrocarbons shall be d ined by 1) highest market price paid or offered for any gas (or liquid
hydrocarbons) of ble 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 1/Sth
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 m which such product 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.

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) notice to the holder of the lease, ire 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 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 reimb for se
taxes and production related costs.

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

used 1o process gas produced hereunder in any ing plant. Notwi ing any other provision of this lease, and subject to the written consent of the
owner of the soil and the Commissioner of the I Land Office, Lessee may cle 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 hyznmuummﬁ\edhthegmhlwbemmnwcd;nw tics 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:

t 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

Paymen
royalty on oil is due and must be received in the General Land Office on or before the Sth day of the second month succeeding the month of production, and
royalty on gas is due and must be received i the General Land Office on or before the 15th day of the second month succeeding the month of production,
accompanied by the affidavit of the owner, manager or other authorized agent, completed in the form and manner prescribed by the General Land Office and

showing the gross amount and disposition of all oil and gas produced and the market value of the oil and gas, together with a copy of all documents, records
or reports confirming the gross production, disposition
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and market value i g gas meter readil ipeli pts, gas line receipts and other checks or memoranda of amount produced and put into pipelines, tanks, o
pools and gas lines or gas storage, and any mh:r repun.s 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 @ check stub, schedule, summary or other remittance advice showing by the assigned General Land Office lease number the amount of royalty being paid on cach
lease. If Lessee pays his royalty on or before thirty (30) days after the royalty payment was due, then Lessce 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 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 (o 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 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 all subseq agr and d: to such within thirty (30) days after entering into or making such contracts, agreements or

d Such and when received by the General Land Office shall be beld in confidence by the General Land Office unless otherwise
authorized by Lessee. All other wnlnas 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 leasc shall be submitted to the C 1SS of the General Land
Office by Lessee or operator five (5) days before spud date, workover, re-catry, temporary abands or plug and abands 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 Ci ission rules, any signage on the leased premises for the purpose of identifying
wells, Iank batteries or other associated improvements to the land must also include the word *State.” Lessee shall supply the General Land Office with any records,
reports, cultings 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 surfiace 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 cach 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, d or other ials are not filed in the General Land Office when due. The
penalty for late filing shall be set by the General Land Office administrative rule which is effective on the date when the materials were duc 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 thercof 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

pleted and abandoned, or the production of oil or gas should cease for any cause, Lessee's rights shall remain in full force and effect without further operations until
the expiration of the primary term; and if Lessee has not resumed production in paying quantitics 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,
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 o 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 PRIMAR‘I’ TERM. If, at the expiration of the primary term, neither oil nor gas is being

e e produced on said land, but Lessee is then engaged in drilling or rki h , 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 nnd in workmanlike manner without interruptions totaling more than sixty (60) days during any
one such operation, and if they result in the production of oil and/or gas, so long thereafier as oil and/or gas is produced in paying quantities from said land, or payment
seve b of shut-in oil or gas well royalties or compensatory royalties is made as provided in this lease.
LE L X
& 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
sene 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
ssee 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 pay of comp y royalties is made as
il : 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
e : 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 thal has been assigned a well number by the state agency having
ssesee jurisdiction over the production of oil and gas. If, at any time after the expiration of the primary term of a lease that until being shut in, was being maintained in
. . force and effect, a well capable of producing oil or gas in paying quantities is located on the leased premises, but oil or gas is not being produced for lack of
suitable production facilities or lack of a suitable market, then Lessee may pay as a shut-in oil or gas royalty an amount equal to double the annual rental provided in
the lease, but not less than $1,200 a year for cach well capable of producing oil or gas in paying 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, cach initial shut-in oil or gas royalty
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must be paid on or before: (1) the expiration of the primary term, (2) 60 days after the Lessee ceases to produce oil or gas from the leased premises, or (3) 60 days after
Lessee completes a drilling or reworking operation in accordance with the lease provisions, whichever date is latest. Such payment shall be made one-half (1/2) to the
Commissioner of the General Land Office and one-half (172) to the owner of the soil. If the shut-in oil or gas ruyllly is paid, the lease shall be considered to be a
producing lease and the payment shall extend the term of the lease fotlpemdofnneyur 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 suitabl jon 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 nmumwnlmhynr 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 mte provided in the lease of the market value of production from the well causing 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, one-half (1/2) to the Commissioner of the General Land
Office and one-half (1/2) 1o 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 ,' mthcnmepmdmmgmmdlouwdmlhmmelhﬂmnd(im)ﬁ:ﬂnflhelusad ises. If the comp
royalty paid in any 12-month period is in an amount less than the annual shut-in oil or gas royalty, Lessee shall pay an amount equal to the difference within thirty (JO)
days from the end of the 12-month period. Compensatory royalty payments which are not nmely paid will accrue penalty and interest in accordance with Paragraph 9 of
ﬂushlsc.NmoflhmmvmonsmIl relieve Lessee of the obligation of ble develop nor the obligation to dnll offset wells as provided in Texas Natural
Resources Code 52.173; h , at the determination of the Ci 1854 and with the C issioner’s wriften pproval, the payment of compensatory royalties can
satisfy the obligation to drill offsct wells.

16. RETAINED ACREAGE. Nolvnlhsundmg any provision of this lease to the contrary, after a well producing or ble of producing oil or gas has
been completed on the leased premises, Lessee shall exercise the diligence of a reasonably prudent operator in mtlmg such additional wdl 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 ber of acres i "‘ina ducing pooled unit pursuant to Texas Natural Resources Code 52.151-52.153,
a())aﬂmmlmmmbuofmummbe 1 d for p P to & proration unit for each such producing well under the rules and

" ol'tll:" ilroad C: ission of Texas, or any successor agency, or other pva‘nmemlmlbomy having jurisdiction. If at any time afler the effective date of
thepn.rml i provisions hereof, the applicable ficld rules are changed or the well or wells located thereon are reclassified so that less acreage is thercafter
allocated to said well or wells for production purposes, this lease shall thereupon terminate as to all ge not thereafter all d 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 and rights-of-way for existing roads, existing
pipelines and other existing facilities on, over and across all the lands described in Paragraph | hereof (“the retained lands®), for 1o and from the retained lands
and for the gathering or transportation of oil, gas and other mineral duced from the retained lands.

P

(B) HORIZONTAL. In the event this lease is in force and effect two (2) years afler the expiration date ofllscpnmryumuﬁedlum it shall further
terminate as to all depths below 100 fect below the total depth drilled (hereinafier "decper depths®) in each well located on 1 d in Paragraph 16 (A) above,
unless on or before two (2) years afier the primary or extended term Lessec pays an amount equal 10 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 thercafter 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 2 square with
& the well located in the center thereof, or such other shape as may be approved by the Commissioner nmu General Land Office. Within thirty (30) days afier partial

ssss termination of this lcase as provided herein, Lessee shall execute and record a release or rel g a satisfactory legal description of the ge and/or depths
o not retained hereunder. The recorded release, or a certified copy of same, shall be filed in the General u.nd 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
sese 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.

ssssae
17. OFFSET WELLS. Neither the bonus, delay rentals, nor royalties paid, or to be paid, under this lease shall relicve 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 appropriate means and drill to a depth ¥ to pr unduc drainage of oil and gas from the lcased premises, In addition, if
o.-oo: ﬂmmﬂmuldhpminmmﬁuwiﬂﬁn lOOﬂfedowalnsedmnisu.winmmwhﬂhlundmis 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 th:
& leased pmmses 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

ssssee quantities 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
. . nights to forfeiture. 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 p s salisfy the obligation to drill an offset well or wells required under this paragraph.

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

ducting dnilling 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 Lessce

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 to the leased premises. 1f 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 licns 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 royaltics and rental hercin 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 Icase 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 described herein, pay 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 ber of acres outside the b Jaries of a pooled unit, or,
if after the expiration of the primary term, the number of acres actually retained and coveted by this lease.

21. USE OF WATER. 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 waler or water suitable for livestock or urigation 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 writien
consent of the owner of the soil.

25, POLLUTION. In developing this area, Lessee shall use the highest degree of care and all proper safeguards to prevent pollution. Without limiting the
foregoing, pollution of coastal wetiands, 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 thercon. Lessee shall, while conducting operations on the leased premises, keep said premises free
of all rubbish, cans, bottles, paper cups or garbage, and upon completion of operations shall restore the surface of the land 1o as near its original 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, Lessce 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 Lessce 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
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 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 Lessce, diminish the rights, privileges and

e @ estates of Lessee, impair the effectiveness of any payment made by Lessee or impair the cffectivencss of any act performed by Lessee. And no change or division in
[ ownership of the land, rentals, or royalties shall bind Lessee for any purpose until thirty (30} days ahw the owner of the soil (or his heirs, devisces, legal representatives
ses & or assigns) furnishes the Lessee with satisfactory written evidence of the change in g the original recorded of title (of a certificd copy of
seee such original) when the ownership changed because of a conveyance. A total or partial unpmnmol‘llus Iutc shall, to the extent of the interest assigned, relieve and
L A~y .’ 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
3 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
seve assignment in the General Land Office before the next rental paying date, the entire lease shall terminate for failure 1o pay the entire rental due under Paragraph 3.
. Every assignee shall succeed to all rights and be subject to all obligations, libilitics, and penalties owed to the State by the original lessee or any prior assignee of the
Sars lease, including any liabilities to the State for unpaid royalties.
.
L Lt (B) ASSIGNMENT LIMITATION. Notwithstanding any provision in Paragraph 27(a), if the owner of the soil acquires this lease in whole ot in pad
by assignment without the prior written approval of the Commissioner of the General Land Office, this lease is void as of the time of assignment and the agency power
. of the owner may be forfeited by the C: issioncr. 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;
-l .2 (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,
. Fod (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, , admini 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 conditi ned in this paragraph and Paragraph 29, Lessee may at any time exccute and deliver to the owner of the soil
and place of record a release or releases covering any portion or portions of the leased premises, and thereby surrender this lease as to such portion or portions, and be
relieved of all subseq bligations as to ge 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. Ifall or any part of this lease is assigned or rel I, such assigr or release must be recorded
in the county where the land is si d, and the ded i or a copy of the recorded instrument certified by the County Clerk of the county in which the
instrument is recorded, must be filed in the General Land Office within 90 days of the last exccution date accompanied by 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 fo the lease of the above-described land have been included in this instrument lnchldmg the
statement of the true consideration to be paid for the execution of this lease and the rights and duties of the parties. Any coll | ag g the
development of oil and gas from the leased premises which are not contained in this lease render this lease invalid.

31. FIDUCIARY DUTY. The owner of the soil owes the 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 afler 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 pwmulglted by the General Land Office, the School Land Board, or the Railroad Commission, or if Lessee
should refuse the proper authority access to the ds pertaining to operati 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 ﬁxrnish 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 area shall again be subject to lease under the terms of the Relinquishment Act. However, noﬂnn; herein shall be construed as waiving the automatic
termination of this lease by operation of law or by reason of any special limitation arising h der. Forfe may be set aside and this lease and all rights thereunder
reinstated before the rights of another intervene upon satisfactory evidence to the Ci issi of the General Land Office of future compli with the provisions of
the law and of this lease and the rules and regulations that may be adopted relative hereto.

33. LIEN. Inaccordance with Texas Natural Resources Code 52.136, the State shall have a first lien upon all oil and gas produced from the arca covered
by this lease 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 lcased 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 fi on and impro ts to the leased premises used in ion with the production or pr ing 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 lcase, whether express or implied. This lien and security interest may be

. oo foreclosed with or without cournt proceedings in the manner provided in the Title 1, Chapter 9 of the Texas Business and Commerce Code. Lessce 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 Lessec's acquisition of this

.‘ nes lease. Should the Commissioner at any time determine that this representation is nof true, then the Commissioner may declare this lease forfeited as provided herein.
sees
& 34, POOLING. Lessee is hereby granted the right 10 pool or unitize the royalty interest of the owner of the soil under this lease with any other leaschold
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
nege 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
ssne 52.151-52.153. The owner of the soil agrees that the inclusion of this provision in this lease satisfies the eq stated in Texas Natural Resources Code
. 52.152.
essess
. 35. INDEMNITY. Lessee hereby releases md discharges the State of Texas aEd the owner of the soil, their officers, employees, partners, agents,
= b guests, invitees, and their resp and assigns, of and from all and any actions and causes of action of every nature, or other
: harm, including environmental harm, for wludn recovery of damages is sought, including, but not limited to, all losses and expenses which are caused by the activities
bt 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 oul 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
sssese 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 tort, contract, or strict liability, including attorneys’ fees and other legal expenses,
including those related 1o environmental hazards, on the leased premises or in any way related to Lessee’s failure to comply with any and all environmental laws; those
arising from or in any way related to Lessec’s operations or any other of Lessee's activities on the leased premises; those arising from Lessee’s use of the surface of the
leased premises; and those that may arise out of or be occasioned by Lessec'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
Agreemenl, 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 provided above in ion with the activitics of Lessee, its officers, employees, and agents as described above. EXCEPT
AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF THE INDEMNITY OBLIGATIONS 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, e:q’losms toxic materials, or substances regulaled as hazardous wasles, hazardous materials, hazardous
substances (as the term "Hazardous Subsumee is defined in the Compreh e Envi Ce ion and Liability Act (CERCLA), 42
U.S.C. Sections 9601, et seq.), or toxic substances under any federal, state, or local law or rcgulannn ("Hamdons Materials"), except ordinary products
commonly used in connection with oil and gas exploration and development operations and stored in the usual manner and quantitics. LESSEE'S
VIOLATION OF THE FOREGOING 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 (lI) 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 Relinguishment Act, and other applicable and d 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 (he 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
lcase shall be the date found on Page 1.

39. LEASE FILING. Pursuant to Chapter 9 of the Texas Business and Commerce Code, this lease must be filed of record in the office of the
County Clerk in any county in which all or any part of the leased premises is located, and certified copies thereof must be filed in the General Land Office.
This lease is not effective until a certified copy of this lease (which is made and certified by the County Clerk from his records) is filed in the General Land Of
fice in accordance with Texas Natural Resources Code 52. 183. Additionally, this lease shall not be binding upon the State unless it recites the actual and true

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

40. Rentals in the amount of $26.66 for ycars two and three of this lease have been prepaid. One half (V4) of this amount has been paid to the
Lessor and one half (%2) has been paid to the State of Texas. Rental for the fourth year in the amount of $2,679.93 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 (*4) will be paid to the State of
Texas. Rental for the fifth year is included in the fourth year rental and if the fourth year rental is paid then no additional rentals are due under this lease.

ies, Inc,
BY: William A. Chalfant
TITLE: President

DATE; \D\.\?—A. W,

STATE OF TEXAS

STATE OF TEXAS

t Janellh C. Bourke, dealing in berSole and
o separate property
TITLE: Individually and as agent for the State of Texas TITLE: Individually and as agent for the State of Texas

Date: Date:
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Before me, the undersigned authority, on this day personally appeared Janelda C. B aling in her sole and
separate property, known to me to be the persons whose names are subscribed to the foregoing instrument, and acknowledged
1o me that they exccuted the same for the purposes and consideration therein expressed.

Given under my hand and seal of office this the Lt“hday of_DC Aok

, 2005.
Gl " i R ¥ ' 1, z:),LL

NotaryPuBlic in and for

My Commission expires: _ (6 /200 8
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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 [\ b day of
OexoRER , 2005
MASHALA K. CROSS Notary Public in and for the State of Texas
Nolary Public. State of Texas
My Commission Expires
7-16-2008 b
SEEEEEE R T e e AHY PROVIS N HERL D 10 < Lo RENTAL \
OR USE % (b O S0k CAUSE U COLOR |
08 RACE i 1avALiL v oNe s = sank 1ieDER HFLRRAL ]
FILE NO. 5044 i :
FILED FOR RECORD ON THE 2ND DAY OF _ NOVEMBER A.D. 2005 4356 P. y i
DULY RECORDED ON THE 4TH DAY OF NOVEMBER A.D. 2005 10:00 A. u. |
sY:7 A X AN A/ , DEPUTY DIANNE 0. FLOREZ, COUNTY CLERK
iz REEVES COUNTY, TEXAS '[

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




v A

—

File No. LOE = (O 2 (:[‘:is :EE;

un
+
¥

LeasSC D

b

e
ﬁ‘

George . Bush, Commissioner

pweries LUV [ IS

e10s10a0

CERTIFIED TRUE AND CORRECT COPY CERTIFICATE
STATE OF TEXAS

COUNTY OF REEVES
The above and foregoing s a full, true and correct photographic copy of the
original record now in my lawiul custody and poss

PAGE ) THRU

TR, | heredy certfedon NOVEMBER 8,2005

EPUTY

filed 'ec:"i% 0 the public ie?r?s of my c;(f;i;I;gI“EfA\.fL PZ%;C
RECORDS



0 MF (05982 E B0OK 716 page 127

. FILE# 5046 . {Cgckvg 7“‘{ . 3 \ i

General Land Office .
Relinquishment Act Lease Form 1
Revised, September 1997 |

OIL AND GAS LEASE |

THIS AGREEMENT is made and entered into this 21st day of September, 2005, between the State of Texas, acting by and through its agent,
Robert F & Kathy M. Kelton, husband and wife, care of PO Box 428, Pecos, TX 79772 said agent herein referred to as the owner of the soil (whether
one or more), and CHALFANT PROPERTIES, INC., of PO BOX 3123, Midland, Texas 79702 hereinafter called Lessee.

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 h n, 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:

1. GRANTING CLAUSE. For and in consideration of the amounts stated below and of the covenants and agreements to be paid, kept and ‘
|
|

SE/4 of Section 2, Block 54, Township 5, T&P RR Co Survey I

containing 160.0 acres, more or less. The bonus consideration paid for this lease is as follows: '

To the State of Texas: Four Thousand Twenty-Six and 71/100 {
Dollars ($4,026.71) i

|

|

To the owner of the soil: Four Thousand Twentv-Stx and 71/100
Dollars (§4,026.71)

Total bonus consideration: Eight Thousand Fifty-Three and 43/100
Dollars (§ 8,053.43)

The total bonus consideration paid represents a bonus of Three Hundred Two Dollars ($302.00) per acre, on 26.667 net acres.

2. TERM. Subject to the other provisions in this lease, this lease shall be for a term of Five (5) years from this date (herein called “primary
term”) and as long thereafier as oil and gas, or either of them, is produced in paying quantities® from said land.
As used m 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 m 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:

a ee
.o :
Al To the owner of the soil:
Ll Dollars (5, )
"o e To the State of Texas:
. Dollars (§ )
L Total Rental:
sese Dollars ($ )
.
.:".: In a like manner and upon like payments or tenders annually, the commencement of a well may be further deferred for successive periods of one (1) year
™ each during the primary term. All paymenis or tenders of rental to the owner of the soil may be made by check or sight drafi 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,
TIil]

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

.
W failure to make such payments or tenders of rental until thirty (30) days after the owner of the soil shall deliver to Lessee a proper recordable mstrument
s 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 1o pay or cause 1o 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 hereinafler provided, shall be
1/5th part of the gross production or the market value thereof, at the option of the owner of the soil or the Commissioner of the
General Land Office, such value 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 gruvi:g 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 q;g:, or other equipment at least as efficient, so that all liquid hydrocarbons recoverable from the gas by such means will be

ed. The requi t such gas be run through a sep or other equip may be waived in writing by the royalty owners upon such terms and
conditions as t hey prescribe.

(B) NON PROCESSED GAS. Royalty on anly gas (including flared gas), which is defined as all hydrocarbons and gz b not defined
as oil in subparagraph (A) above, produced ﬁ'om’:nl{ well on said land (except as provided herein with respect to gas pm_ccsscdum 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 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 cer, whichever is the greater; provided that

maximum p base in ing the gas under this lease shall not at any time exceed 14.65 pounds per square inch absolute, and the standard base
w‘ shall be sixty (60) degrees Fahrenheit, correction to be made for pressure according to Boyle's Law, and for specific gravity according to tests

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

(C) PROCESSED GAS. Royalty on any gas processed in a gasoline plant or other plant for the recovery of gasoline or other liquid hydrocarbons
shall be 1/5th 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.ﬂglas produced from this lusc;‘ﬂ:ovided that if liquid hydrocarbons are recovered from

processed in a plant in which Lessee (or its parent, subsidiary or affiliate) owns an i then tage applicable to liquid hydrocarbons shall be
ﬁyfa@l (50%) or the highest percent accruing to a third party processing gas through such p!mlunﬁlpmmilg t negotiated at arm's length
(or if there is no such third party, the highest percent then bemg specified in processing agreements or contracts in the mdustry), whichever is the greater. The
respective royalties on residue gas and on liquid hydrocarbons shall be d ined 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 royaltics 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, bumning or any other processing shall be 1/5th
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 afler 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
able on or before the last day of the month ding the anni: y 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 purp of this paragraph, the delay rental
amount shall be one dollar ($1.00) per acre.

_ 6. ROYALTY IN KIND. Notwithstanding any other provision in this lease, at any time or from time to time, the owner of the soil or the
Commissioner of the General Land Office may, at the option of either, upon not less than sixty (60) days notice to the holder of the lease, ire that the
payment 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
Office’s right to take its royalty in kind shall not diminish or negate the owner of the soil's or the Commissioner of the General Land Office's rights or Lessee's
obligations, whether express or implied, under this lease.

7. NODEDUCTIONS. 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, 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 ro shall be payable on an as resent this lease's proportionate share of any fuel
nscdmpmocss_gaspmdumdhumnduhmymhgpm%mms;ygmymypg‘ﬁhmmImgmdmbkumm:MWmtgfuw
ownef_oflhcmdmd_&mComisionao(dquaﬂhndOﬂke,meymcydcmbtm%mwlmedmkesufuhjeumm
any oil or gas producing formation underlying the leased premises afier the liguid hydrocarbons ined 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, i 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 Sth day of the second month succeeding the month of production, and
royalty on gas is due and must be received in the General Land Office on or before the 15th day of the second month succeeding the month of production,
accompanied by the affidavit of the owner, manager or other authorized agent, completed in the form and manner prescribed by the General Land Office and
showing the gross amount and disposition of all oil and gas produced and the market value of the oil and gas, together with a copy of all documents, records
or reports confirming the gross production, disposition
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and market value including gas meter readings, 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 accompanicd
by a check stub, schedul y or other remi advice showing by the assigned General Land Office lease number the amount of royalty being paid on cach
lease. If Lessee pays his royllly on or before thirty (30) days afler 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 fo a penalty,
royaltics shall accruc 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 royaltics 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 reserves underlying this lcase or allocable to this lease and shall furnish said Commissioner with copics of all contracts under which gas
is sold or pr d and all subseq g and d to such within thirty (30) days after entering into or making such contracts, agreements or

d Such and agr wbwrnwvndbylhe(imu:lhnd()ﬁuahﬂbehe!dmomﬁkwebyhcwuﬂhndomnnlmm
authonzed by Lessce. All other and pertaining 1o the production, transportation, salc and marketing of the oil and gas produced on said premises,
including the books and ipts and discharges of all weﬂs. tanks, pools, meters, and pipelines shall at all times be subject to inspection and examination by
the Commissioner of the General Land Office, the Attomey General, the G , or the ive 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 10 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 C: ission. All applications, permils, 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 ttle. Additionally, in accordance with Railroad C ission rules, any signage on the leased premises for the purpose of identifying
wells, unl: batteries or other ns.sucnled improvements to the land must also include the word “State.® Lessee shall supply the General Land Office with any records,
reports, gs and cores, or other information relative to the operation of the above-d L‘, t which may be requested by the
General Land Olﬁoe.lnlddmonlnlhoghnrun:qrnuly 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
cach well to the General Land Office within fificen (15) days afler 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.

Il. 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 ccase 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 additional drilling or reworking operations thercon, or pays or tenders the next
uwalddnyrenulhlhenmemwuspmﬁddinlhislas& If, during the last year of the primary term or within sixty (60) days prior thereto, a dry hole be

leted and abandoned, or the pr ion of oil or gas should ccase for any cause, Lessee's rights shall remain in full force and effect without further operations until
the :xpmnnn of the primary term; and if Lessee has not resumed production in paying quantitics at the expiration of the primary term, Lessce may maintain this lcase
by conducting additional drilling or reworking operations pursuant to Paragraph 13, using the expiration of the primary term as the date of cessation of production under
Paragraph 13. Should the first well or any subsequent well drilled on the above described land be completed as a shut-in oil or gas well within the primary term hereof,
Lessee may resume payment of the annual rental in the same manner as provided herein on or before the rental paying date following the expiration of sixty (60) days
from the date of completion of such shut-in oil or gas well and upon the failure o make such payment, this lease shall ipso facto terminate. [f at the expiration of the
primary term or any time thereafler a shut-in oil or gas well is located on the leased premises, payments may be made in accordance with the shut-in provisions hereof

12. DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM. I, at the expiration of the primary term, ncither oil nor gas is being
produced on said land, but Lessce is then engaged in drilling or reworking operations thereon, this lease shall remain in force so long as operations on said well or for
dnilling 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 thercafler as oil and/or gas is produced in paying quantitics from said land, or payment
of shut-in oil or gas well royalties or compensatory royalties is made as provided in this lease.

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

once obtained, should cease from any cause, this lease shall not i if Lessce dditional 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

as oil or gas is produced from the lcased 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 afier the completion of the well as a dry hole, and this lease shall remain in effect so long
as Lessee i drilling or rking operations in good faith and in a workmanlike manner without interruptions totaling more than sixty (60) days. Lessec 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 duction 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
fowelndeﬂ'ect a wdl 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
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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 lease and the payment shall extend the term of the lease for a period of one year from the end of the primary term, or from the first day of the month
following the month in which production ceased, and, after that, if no suitable production facilities or suitable market for the oil or gas exists, Lessee may extend the
lease for four more successive periods of one (1) year by paying the same amount each year on or before the expiration of cach shut-in year.

15. COMPENSATORY ROYALTIES. If, during the period the lcasc is kept in effect by m‘mmlol’lhc shut-in oil or gas royalty, oil or gas is sold and
d in paying quantitics from a well located within one thousand (1,000) feet of the leased premi: wpleted 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 rnyahy shall cease, but the bease 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 p y 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 ol’lhenmnhfu]hwingmemuhmwthdnnilupiswn&mdﬁvmuwdl
mwngﬂwdnw;ewlhlsoanqidedandwmrn&:m;mrmdlocaindwnhmmcﬂmmnd(lﬂﬂ}feuoﬁl:lasd ises. 11 the comp
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 me difference within thirty (30)
days from the end of the 12-month period. Comp y royalty pay which are not timely paid will accrue penalty and interest in accordance with Paragraph 9 of
this lease. None of these pmvlsums will relieve Lessee of the obligation of reasonable development nor the obligation to drill offsct wells as provided in Texas Natural
Resources Code 52.173; k , at the determination of the C issioncr, and with the Commissioner's written approval, the pay of comp v royalties can
satisfy the obligation to drill offset wells.

16. RETAINED ACREAGE., Nnrl'wlthsllndlng any provision of this lease to the contrary, afler a well producing or ble of producing oil or gas has
been completed on the leased prermses, Lessee shall exercise the diligence of a reasonably prudent operator in dri]lmg nlcll lddmurul well or wdis as may be
reasonably necessary for the proper lop 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 hercof), or a well upon which Lessee is then engaged in
continuous drilling or reworking operations, or (2) the ber of acres included in ap ducing pooled unit pursuant to Texas Natural Resources Code 52.151-52.153,
w(3)mchsrulaorleswnumbuofwuumytheahe Il d for pr P 10 a proration unit for each such producing well under the rules and
regulations of the Railroad C ission of Texas, or any successor agency, orolhagovermmhl authority having jurisdiction. If al any time after the effective date of
the partial ination provisions hereof, the applicabl ﬁeldmlamchngedulhewdluwdlshmdﬂmmmmhmﬁdwmlmmuuuum:r
dloe-tednonduﬂluwdlsfmmmmwmmthulmml‘ inate as o all ge not thereafier all d to said well or wells for production
purp Notwith & the terminati ofl!nslus:utolpunonoflhehnd!oovudhaﬂvy Lessee shall nevertheless continue to have the right of ingress to and
egress from the lands still subject to this lcase for all purposes described in Paragraph | hereof, together with casements and rights-of-way for existing roads, existing
pipelines and other existing facilities on, nvamdmnssalllhehndsdmﬂ:d 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 mis produced from the retained lands.

(B) HORIZONTAL. In the event this leasc is in force and effect two (2) years afier the expiration date of the primary or extended term it shall further
terminate as to all depths below 100 fect below the total depth drilled (hereinafter "decper 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 quantitics 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 rel g a satisfactory legal description of the ge and/or depths
not retained hercunder. The recorded release, or a centified copy of same, shall be filed in the General !.a.nd Office, accompanied by the filing fee pruunhed 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 Ieased 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 lcased premises, In addition, if
oo]mdlorpulmldbepmdumdmmmm]qlmawnhn Imokdofﬂnlusadmwmmyuumnhﬁndpmmubang&uuﬂby
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 lcased premises start producing in commercial
quantities 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
nshswforfmm()nlyupnn!bc‘ ination of the Ci isSi of the General Land Office and with his written approval may the payment of compensatory
royalty under ap bl ¥ p satisfy the obligation to drill an offset well or wells required under this paragraph.

18. FORCE MAJEURE. If after a good faith effort, Lessee is prevented from complying with any express or implied covenant of this lease, from
conducting drilling operations on the lcased premises, or from producing oil or gas from the lcased premises by reason of war, rebellion, riots, strikes, acts of God, or
any valid order, rule or regulation of government authority, then while so p d, Lessec’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 to the lcased premises. If the owner of the soil defaults in payments
owed on the lcased premises, then Lessee may redeem the rights of the owner of the soil in the leased premises by paying any morigage, taxes or other liens on the
lcased 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 mrﬁm csnln and the royalties and rental hercin provided o be paid to the Commissioncr of the General
Land Office of the State of Texas shall be likewise proporti ly reduced. Hi . 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 |mmwrmdlylusedundathnlaumdn:mnlmlmownedbymcomonhcmll Tthommlsmot‘lh:Gmaaled
Oﬂ'mcsh:.llbepldﬂun]unflhewhh d llocable to any undivid mmnolmvcedbyllﬂse,luslhe,. P and production cost

llocable to such undi However, in no event shall the Commissioner of the General Land Office receive as a royalty on the ;mm woducnnn allocable to
the undivided lntummliusudannmuuleslhnth:uluorme-unmhuﬁé)ofmynss;md‘mnn
(B) REDUCTION OF PAYMENTS. lf.d.muglhcmmmawmnofmwwwdwmulmummmmmoh
pooled unit that has been approved by the School Land Board and the owner of the soil in 4 IR Code Sections 52.151-52.154, of if, at any
time after the expiration of the primary term or the cxl.r.ndnd term, this lease covers a lesser number nfam:s than the total amount described herein, payments that are
made on a per acre basis hereunder shall be reduced g to the ber of acres pooled, released, surrendered, or otherwise severed, so that payments determined
on a per acre hss:undathetam:oflhlslus:dunnglhc ptum:ywrmshlllbcalwhtdhwdum!hc ber 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 coveted by this lease.

21. USE OF WATER. Lmecshllhvelbcnlhtuuu:wun'pndnwdunmdhndmryfaopﬂ'umnsundcrmslnnunepwuuftnmwdlsw
tanks of the owner of the soil; provided, however, Lessee shall not use potable water or walter suitable for livestock or irrigation purp for
without the prior consent of the owner of the soil.

22, AUTHORIZED DAMAGES. Lessce shall pay the owner of the soil for damages caused by its operations 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 bam now on said premises without the writien
consent of the owner of the soil.

25. POLLUTION. In developing this area, Lessee shall use the highest degree of care and all proper safeguards to prevent pollution. Without limiting the
foregoing, p ion of coastal wetlands, natural waterways, rivers and impounded water shall be prevented by the use of containment facilities sufficient to, prevent
spillage, scepage or ground water contamination. In the event of pollution, Lessee shall use all means at its di I to all d hyd: bons or other

pollutant and shall be responsible for all damage to public and prlnl: properties. Lessee shall build and maintain y 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 thercon. Lessce shall, while conducting operations on the leased premises, keep said premises free
of all rubbish, cans, bottles, paper cups or garbage, and upon completion of operations shall restore the surface of the land 1o as ncar 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 p ph, Lessee shall have the right to hinery and fi placed by Lessee
on the leased premises, including the right to draw and remove casing, within one hundred twenty (120) days afier the expiration or the termination of this lease unless
the owner of the soil grants Lessce an exteasion of this 120-day period. However, Lessee may not remove casing from any well capable of producing oil and gas in
paying quantities. Additionally, Lessce 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 cstates 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 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 Lessec for any purpose until mm(lﬂ)dlynﬂcmeumoflh:wd(u his heirs, devisces, legal representatives
or assigas) furnishes the Lessee with satisfactory written evidence of the change in g the of title (of a centified copy of
such original) when the ownership changed because of a conveyance. Auﬂuwmlmnuﬂcf&ula:shﬂ.whmofumwmtdmw
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 reatals
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 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 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 employce 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, 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 ined 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 liabilitics which may have accrued under this lease prior to the surrender of such acreage.

29. FILING OF ASSIGNMENTS AND RELEASES. Ifall or any part of this lease is assigned or rel d, such assign or release must be recorded
in the county where the land is situated, and the recorded instrument or a copy of the ded & ified by the County Clerk of the county in which the
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 i 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 coll | agr ing the
development of oil and gas from the leased premises which are not contained in this lease render this lease invalid.

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

32. FORFEITURE. If Lessce 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 Lessce 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 pmmulguad by the General Land Office, the School Land Board, or the Railroad Commission, or if Lessee
should refuse the proper authority access to the ds p g to i 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 nmush 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 1o forfeiture by the Commissioner, and bhe shall Wmmanm&eﬂlyinfamdomuﬁmwichmbﬁza forfeiture, and when
forfeited the area shall again be subject to lease under the terms of the Relinquish Act. H X ing herein shall be construed as waiving the automatic
termination of this lease by operation of law or by reason of any special limitation arising h der. Forfeil uybesaaudeandlhlslmewdlnﬂmtm
reinstated before the rights of another intervene upon satisfactory evid to the C issi oftthenenll.and 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. 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 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 Lessce or by a third party, and all fi on and impr to the leased premises used in ion with the production or p ing of

5 e 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 uy'metl oflﬂy dlmagel or

M 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

ses o foreclosed with or without court proceedings in the manner provided in the Title 1, Chapter 9 of the Texas Business and Commerce Code. Lessee agrees that the

seee Commissioner may require Lessee to execute and record such instruments as may be reasonably necessary to acknowledge, attach or perfect this lien. Lessee hereby

. see .. 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

LA 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
oe .: 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 Iuse pursuant to Texas Natural Resources Code
ssane : 52.151-52.153. The owner of the soil agrees that the inclusion of this provision in this lease satisfies the i q stated in Texas Natural Resources Code
. 52.152.

° 35. INDEMNITY. Lessee hercby relcases and discharges the State of Texas aEd the owner of the soil, their officers, employees, partners, agents,
sssnsas b guests, invitees, and their respecti and assi, of and from all and any actions and causes of action of every nature, or other

. e 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, incid: | to, or iting from, the operati 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 Ag or by any other negligent or strictly liable act or emission of
Lessee. Further, Lessee hercby 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, liabilitics, 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,
employecs, and agents in the same manner provided above in ion with the activities of Lessee, its officers, employces, and agents as described above. EXCEPT
AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF THE INDEMNITY OBLIGATIONS ANDVOR LIABILITIES ASSUMED UNDER THE
TERMS OF THIS AGREEMENT SHALL HE WITHOUT LIMITS AND WITHOUT REGARD TO THE CAUSE OR CAUSES THEREOF (EXCLUDING
PRE-EXISTING CONDITIONS), STRICT LIABILITY, OR THE NEGLIGENCE OF ANY PARTY OR PARTIES (INCLUDING THE NEGLIGENCE OF
THE INDEMNIFIED PARTY), WHETHER SUCH NEGLIGENCE BE SOLE, JOINT, CONCURRENT, ACTIVE, OR PASSIVE.
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36. ENVIRONMENTAL HAZARDS. Lessee shall use the highest degree of care and reasonable safeguards 1o prevent contamination or pollution
of any environmental medium, including soil, surface waters, groundwater, sediments, and surface or subsurface strata, ambient air or any other
environmental medium in, on, or under, the leased premises, by any waste, pollutant, or contammant. Lessee shall not bring or permit to remain on the leased
premises any asbestos containing materials, explosives, toxic malerials, or substances regulated as hazardous wastes, hazardous materials, hazardous

substances (as the term "Hazardous Substance” is defined in the Comprehensive Env IR e ion and Liability Act (CERCLA), 42
U S.C. Sections 9601, et seq.), or toxic substances umtcr any federal, state, or loui law or reguluhm ("Huz:duus Materials"), except ordma:y products
Iy used in jon with oil and gas exploration and develop i and stored in the usual manner and quantities. LESSEE'S

VIOLATION OF THE FOREGOING PROHIBITION SHALL CONSTITIJTE 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 (lI) 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 acknowiedgcd 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 havc been satisfied, the effective date of this
lease shall be the date found on Page 1.

39. LEASE FILING. Pursuant to Chapter 9 of the Texas Business and Commerce Code, this lease must be filed of record in the office of the
County Clerk in any county in which all or any part of the leased premises is located, and certified copies thereof must be filed in the General Land Office.
This lease is not effective until a certified copy of this lease (which is made and certified by the County Clerk from his records) is filed in the General Land Of
fice in accordance with Texas Natural Resources Code 52. 183. Additionally, this lease shall not be binding upon the State unless it recites the actual and true

consideration paid or promised for exccution 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 $53.33 for years two and three of this lease have been prepaid. One half (%) of this amount has been paid to the
Lessor and one half (%) has been paid to the State of Texas. Rental for the fourth year in the amount of §5,360.06 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 (/4) will be paid to the State of
Texas. Rental for the fifth year is included in the fourth year rental and if the fourth year rental is paid then no additional rentals are due under this lease.

BY: William A. Chalfant

TITLE: President
DATE: “ E\ AL j S’Z b
STATE OF TEXAS STATE OF TEXAS
Ry % Miltm /@’wﬂq /Q For_
BY: Robert F. Kelton BY: Kafthy M. Kefffn
TITLE: Individually and as agent for the State of Texas TITLE: Individually and as agent for the State of Texas
Date: /O - 6 -0 5 Date: /ﬂ—é~ﬂr
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STATEOF | EXAS

( INDIVIDUAL
ACKNOWLEDGMENT)
countyor _ Reeves

Before me, the undersigned authority, on this day personally appeared Robert F. th It

) d and
wife, known to me to be the persons whose names are subscribed to the foregoing i edged o et

g instrument, and acknowl
executed the same for the purposes and consideration therein expressed. ——

Given under my hand and seal of office thisthe U0 _gayor_OCHUDER.

» 2005.

%mm&iu (A=

o owor v Notary Public inand for the Stafe o€ Texhs
" otary Public, State of
o MvCuwduh;Euxzr

My Commission expires:_ 03] 02/2008
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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 & W ko day of i
Ocxc e R , 2005. ‘
SNModolo ¥ o
MASHALA K. CROSS Notary Public in and for the State of Texas
i 2\ Molary Public, State of Texas [
‘ My Commission Expires
/ 7-16-2008 !
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OR USE 8% (Wt DESCHmL) 50 «0'TR
OR RACE > (RVALIL a3 UNELS AL R
FILE NO.__ 5046 M
i FILED FOR RECORD ON THE 2ND  pay or _ NOVEMBER A.D. 2005 4:56 P.
! DUI-Y) FTECO%DAON‘,T\HF ey l|TH DAY OF NOVEMBER A.D. 2005 10:00 A., ‘
l v LY. T & LA , DEPUTY DIANNE 0. FLOREZ, COUNTY CLERK i
i REEVES COUNTY, TEXAS 7l
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Jerry E. Patterson, Commission

A
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Date Filed:

By

%m No. N (059%3 o~
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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 phot ographic copy of the
original record now in my lawiul cusiody and possessmn as 'hﬁ'ﬁe s

}n)licé rEeconle&? 1l.r*\‘iemﬁu};:h %rds of W
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General Land Office
Relinquishment Act Lease Form
Revised, September 1997

-s

OIL AND GAS LEASE

THIS AGREEMENT is made and entered into this 21st day of September, 2005, between the State of Texas, acting by and through its agent,
Moantie Frank Kelton, dealing in his sole and separate property, care of 115 Susan Way, Red Oak, TX 75154 said agent herein referred to as the owner
of the soil (whether one or more), and CHALFANT PROPERTIES, INC., of PO BOX 3123, Midland, Texas 79702 hereinafter called Lessee.

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

SE/4 of Section 2, Block 54, Township 5, T&P RR Co Survey

containing 160.0 acres, more or less. The bonus consideration paid for this lease is as follows:

To the State of Texas: Two Thousand Thirteen and 33/100
Dollars (§ 2,013.33)

To the owner of the soil: Two Thousand Thirteen and 33/100
Dollars ($ 2.013.33)

Total bonus consideration: Four Thousand Twenty-Six and 66/100
Dollars ($ 4,026.66)

The total bonus consideration paid represents a bonus of Three Hundred Two Dollars ($§302.00) per acre, on 13.333 net acres.

2. TERM. Subject to the other provisions in this lease, this lease shall be for a term of Five (5) years from this date (herein called "primary
term”) and as long thereafier as oil and gas, or ecither 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. Ifno 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 1o the owner of the soil or 1o his credit in
the ** TH E: SEEP. RAPH 40 ** Bank, at , or its successors (which shall continue as the depository regardless of
changes n the ownership of said land), the amount specified below; in addition, Lessee shall pay or tender to the COMMISSIONER OF THE GENERAL
LAND OFFICE OF THE STATE OF TEXAS, AT AUSTIN, TEXAS, a like sum on or before said date. Payments under this paragraph shall operate as a
rental and shall cover the privilege of deferring the commencement of a well for one (1) year from said date. Payments under this paragraph shall be in the
following amounts:

To the owner of the soil:

Dollars (§ )
To the State of Texas:

Dollars ($ )
Total Rental: )

Dollars ($ )

In a like manner and upon like payments or tenders annually, the commencement of a well may be further deferred for successive periods of one (1) year

each during the primary term. All payments or tenders of rental to the owner of the soil may be made by check or sight draft of Lessee, or any assignee of

this lease, and may be delivered on or before the rental paying date, If the bank designated in this paragraph (or its successor bank) should cease 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 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.
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4. PRODUCTION ROYALTIES. Upon production of oil and/or gas, Lessee agrees (o pay or cause to be paid onc-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
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 1) the highest pnsted price, plus pmnmm. if any, offered or paid for oil, condensate, distillate, or other

liquid hydrocarbons, respectively, of a like wpe and gravity in the g area where d and when run, or 2) the highest market price thereof offered or
paid in the general area where produced and when run, or 3) megmsspmcecdsorl!msa!clhamf. whichever is the greater. Lessee agrees that before any gas
produced from the leased premises is sold, usedurpme:ssedmnplmuumllbenm&eeofmsuolhemyahy b an adeq oil and gas
separator of conventional ryxc. or other equlpmmt at Iem as cfficient, so that all liquid hydrocarbons recoverable from the gns by such means will be
recovered. The requirement that such gas be run through a sep or other equip may be waived in writing by the royalty owners upon such terms and
conditions as t hey prescribe.

(B) NON PROCESSED GAS. Royalty on ?' gas (including flared gas), which is defined as all hydrocarbons and L not defined
as oil in subparagraph (A) above, produced from any well on said land (exeept as provided herein with ru-pecl to gas procasetrm a plant for the extraction of
gasoline, liquid hydrocarbons or other products) shall be 1/5th part of the gross Producuon or the market value thereof, at the

uplamofmeomofmesolloru'u:Commlsswnerot'theGmaalLmdDﬂiu,suchvnluembebascdonﬂiemﬂglmarkﬂprmpmdwoﬁuedmrgsof

mmpurabkqnalnymmegmualmwmﬂepmdmdmdwtmmwuumpna:pa:dornﬁcwdmﬂicp umldlevensmcgluwrpmwdcdﬂul

the base in g the gas under this lease shall not at any time exceed 14.65 pounds per square inch absolute, and the standard base

l amshallbesmy(ﬂl)demFﬂmhen.mmwbemade 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 1/5th 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; 'ﬁ:owdcd that if liquid b dmurbcns are recovered from
'g_u rocessed in a plant in which Lessee (or its parent, subsidiary or a ilinte) owns an interest, then pu'eutug:uppltcahl:tollquld hydrocarbons shall be

ﬂy omt(SO%) or the highest percent accruing to a third party processing gas through such plant under a processing agreement negotiated at arm’s | I:
there is no such third party, the high cstpemmtmmbemgsp:crﬁedmpmassmgam or contracts in the industry), whichever is the greater.
mhm on residue gas and on liquid hydrocarbons shall be determined by 1) the highest market price paid or offued for any gas (or Ilqmd
hy ) of comparable quality in the gulemlmorl)thegmsspmx paid or offered for such residue gas (or the gross selling price
for the respective grades of liquid hydrocarbons), whichever is the greater. In no event, however, shall the wytllm payable under this pmgrwh 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 product duced or factured from gas (i pting liquid
hydrocarbons) whether said gas be "casinghead,” “dry”, or any other hy&mmnnghnnmmmywwmmgshaﬂbe
part of the gross production of such products, or the market value thereo atmeophnnofthcowncto!'lhcsoilord)cCormnuswoflheGmlexd
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 p are p 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.

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 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 kmd shall not diminish or negate the owner of the soil's or the Commissioner of the General Land Office’s rights or Lessee's
obligations, whether express or implied, under this lease.

7. NODEDUCTIONS. Lessee agrees that all r:ﬁnlllu accruing under this lease (including those paid in kind) shall be without deduction for the
cost of produci dg. gathering, storing, separating, treating, d 5 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 le 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
o\merofthesodmdlthonmusswuuol’iheGmlwommmy%ﬁ:xgmhﬁwmmﬂmlmdmu for injection into
any oil or gas producing formation underl the leased premises after the liquid hy in the gas have been removed; no royalties shall be
plylbleonmem:yclodgasnmilmsprod{wedmdsoldornsdhyl,ssmmammnerwh:duumﬂsrhemyﬂtyownusmamyﬂtymdclhsluse

] 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. Rulacumntlmgmﬂdemu
royalty on oil is due and must be received mltha!ﬂl.ledOfﬁeeonotbel‘mﬂuSthda of the second month succeeding the month of production, and
royalty on gas is due and must be received in the General Land Ofﬁccmurbefotclhc lSth day of the second month succeeding the month of production,
accompanied by the affidavit of the owner, or other auth. d agent, d in the form and manner prescribed by the General Land Office and
showing the gross amount and disposition of all oil md gas produced and the market value of the oil and gas, together with a copy of all documents, records
or reports confirming the gross production, disposition
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and market value including gas meter readings, pipeli ipts, gas line receipts and other checks or da of produced and put into pipelines, tanks, or
pools and gas lines or gas storage, and any other reports or records which the General Land Office may require to verify the gross production, disposition and market
value. In all cases the authority of a manager or agent to act for the Lessce hercin 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 thinty (30) days afier the royalty payment was due, then Lessce 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 $25.00 which: is greater. In addition to 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. Lessce shall annually furnish the Commissioner of the General Land Office with its best
possible estimate of oil and gas rescrves underlying this lease or allocable to this lease and shall furnish said Commissioner with copies of all contracts under which gas
is sold or p d and all subsequent agr and d to such contracts within thirty (30) days after entering into or making such contracts, agreements or

d Such and ags when ived 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, reccipts and discharges of all wells, tanks, pools, meters, and pipelines shall at all times be subject to inspection and examination by
the Commissioner of the General Land Office, the Attorney General, the G , of the ive 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 o 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 10 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 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 (o the operation of the above-described ises, which may be requested by the
General Land Office, in addition to those herein expressly provided for. Lessee shall have an clectrical and/or radicactivity sumy 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 it & true copy of the log of cach survey on
cach well to the General Land Office within fifteen (15) days afier the making of said survey.

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

1. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If , during the primary term hercof and prior 1o discovery and
production of oil or gas on said land, 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 ion of production Lessee additional drilling or reworking operations thereon, or pays or tenders the next
annual delay rental in lhe same manner as provided in this lease. If, during the last year of the primary term or within sixty (60) days prior thereto, a dry hole be
pleted and abandoned, or the production of oil or gas should cease for any cause, Lessee’s rights shall remain in full force and effect without further operations until
the expiration of the primary u:rm. 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 rkis 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 lubsquq!t wdl 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 1o make such payment, this lcase shall ipso facto 1 If at the ion 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 thercafter 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 premiscs, after

once obtained, should cease from any cause, this lease shall not inate if Lessee dditional 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 lcased premises in paying quantities or payment of shut-in oil or gas well royalties or payment of compensatory royaltics is made as
provided herein or as provided by law. If the drilling or reworking operations result in the completion of a well as 3 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 & well number by the state agency having

Jurisdiction over the production of oil and gas. If, at any time afier the expiration of the primary term of a lease that until being shut in, was being maintained in

force and effect, a well capable of producing oil or gas in paying quantitics is located on the leased premises, but oil or gas is not being produced for lack of
suitable production facilitics or lack of a suitable market, then Lessee may pay as a shut-in oil or gas royalty an amount equal to double the annual rental provided in
the lease, but not less than $1,200 a year for each well capable of producing il or gas in paying quantities. If Paragraph 3 of this lease does not specify a delay rental
then for the purposes of this paragraph, the delay rental amount shall be one dollar ($1.00) per acre. To be effective, cach initial shut-in oil or gas royalty
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must be paid on or before: (1) the expiration of the primary term, (2) 60 days after the Lessee ceases to produce oil or gas from the leased premises, or (3) 60 days after
Lessee completes a drilling or reworking operation in accordance with the lease provisions, whichever date is latest. Such payment shall be made one-half (1/2) 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 royﬂhy 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 p ction facilities or suitable market for the oil or gas exists, Lessce may extend the
lease for four more successive periods of one (1) year by paying the same amount each year on or before the expiration of each shut-in year.

15. COMPENSATORY ROYALTIES. If, during the period the lease is kept in effect by payment of thc shut-in oil or gas royalty, oil or gas is sold and
delivered in paying qnmmcs from a well located within one thousand (1,000) feet of the leased p and leted 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 oll or gas royalty shall cease, but the leas shall remain cffective 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 p The P y royalty is to be paid monthly, one-half (1/2) to the Commissioner of the General Land
Oﬂ'm and onc-half (1/2) to the owner of the saﬂ 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 ,' d in the same producing reservoir and located within one thousand (1,000) fect of the leased premises. If the comp
roya!ly paid in any 12-month period is in an amount less than the annual shut-in oil or gas royalty, Lessee shall pay an amount equal to lhe dm‘efencc 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 C issi and with the C: issioner’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 lcased pn:lmm EXCE}’T (1) 40 acres surrounding cach oil well capable of producing in paying quantities and 320 acres surrounding each gas well

ble of producing in puymg q (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 dnllulg or perati or (2) the ber of acres mctuded ina 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 all d for pr n to a proration unit for each such producing well under the rules and

-gulations of the Railroad C ission of Texas, or any successor agency, orodnaguvu-nmmnlmlhomy having jurisdiction. If at any time after the cffective date of

the partial termination provisions hercof, the applicable ficld rules are changed or the well or wells located thereon are reclassificd so that less acreage is thereafter
allocated to said well or wells for production purposes, this lease shall thercupon terminate as to all acreage not thereafter allocated to said well or wells for production
purposes. Notwithstanding the termination of this leasc as to a pomon ofthe 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 purp ibed in Paragraph | hereof, together with casements and rights-of-way for existing roads, existing
pipelines and other existing facilities on, over and across all the lands described in Paragraph [ hereof (“the retained lands™), for access 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 after the expiration date of the primary or extended term it shall further
terminate as to all depths below 100 fect below the total depth drilled (hereinafier "deeper depths”™) in each well located on acreage retained in Paragraph 16 (A) above,
unless on or before two (2) years afler the primary or extended term Lessee pays an amount cqual 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 thereafier 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 lcase 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 reﬁ:m 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 C issi at his sole d ion may designate by written instrument the acreage and/or depths to be
released hercunder and record such instrument at Lessee’s expense in the county or counties where the lease is located and in the official records of the General Land
Office and such designation shall be binding upon Lessee for all purposes.

17. OFFSET WELLS. 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 quantitics within lOOOfeanfdulus:ipmlsu.urmmynsewhu‘c(hclusedprmses:sbmgdmmﬁby
production of oil or gas, the Lessee, sublessee, receiver or other agent in control of the leased premises shall in good faith begin the dnllmg of a well or wells upon the
leased prem:ses 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. Failure to satisfy the statutory offset obligation may subject this lease and the owner of the soil's agency
rights to forfeiture. 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. I, after a good faith effort, Lessee is prevented from complying with any express or implied covenant of this lease, from

ducting drilling operations on the leased premises, or from producing oil or gas from the 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 shall be suspended and Lessce

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 to the leased premises. | 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
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 Geneml
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 Commussioner 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-sixtecnth (1/16) of such gross production.

(B) REDUCTION OF PAYMENTS. If, during the primary term, a portion of the land covered by this lcase 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 d with Natural R Code Scctions 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 described herein, pay that are
made on a per acre basis hercunder 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 actes outside the boundaries of u pooled unit, or,
if after the expiration of the primary term, the number of acres actually retained and coveted by this lease.

21, USE OF WATER. Lessee 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. Lessce shall pay the owner of the soil for damages caused by its
livestock and crops on said land.

perations to all p | property, imp

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 bamn 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 safeguards to prevent pollution. Without limiting the
foregoing, pollution of coastal wetlands, natural waterways, rivers and impounded water shall be prevented by the m of containment facilities sufficient 1o, prevent
spillage, seepage or ground waler contamination. In the event of pollution, Lessee shall use all means at its d I to pture all ped hyds bons or other
pollutant and shall be responsible for all damage to public and pmma propertics. Lessee shall build and maintain | fences around ils slush, sump, md drainage pits and
tank batterics so as to protect livestock against loss, damage or injury; and upon completion or abandonment of any well or wells, Lessce shall fill and level all slush
pits and cellars and completely clean up the drilling site of all rubbish thercon. Lessee shall, while conducting operations on the lcased 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 10 as near its original condition and contours
as is practicable. Tanks and equip 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 quantitics. 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 contained in this paragraph and Paragraph 29 of this lease, the nghts and estates of cither party 1o this
Iease 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 royllliﬁ 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 nflh: sm.l (or his heirs, devisees, legal representatives
or assigns) furnishes the Lessee with satisfactory written evid of the change in ownership, including the i of il (of a cenified copy of
such original) when the ownership changed because of a conveyance. Amﬂwwmlmmoflhslus:shn.mlhumofm: intercst assigned, relieve and
discharge Lessee of all subsequent obligations under this lcase, If this lease is assigned in its entirety as to only part of the acreage, the right and option o 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 1o pay his share of the rental shall not
affect this Jease 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 assignec shall succeed to all rights and be subject to all obligations, liabilitics, 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 pad
by assignment without the prior written approval of the C issi 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 assignec is:

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

(2) a corporation or subsidiary in which the owner of the soil is a principal stockholder or is an employee of such a corporation or subsidiary,
(3) a partnership in which the owner of the soil is a partner or is an employee of such a 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,
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(6) a fiduciary for the owner of the soil; including but not limited to a guardian, trustee, A ini , 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 ined in this paragraph and Paragraph 29, Lessec 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 fo 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. [fall or any part of this lease is assigned or released, such assigr or release must be recorded
in the county where the land is si d, and the r 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
of the true ideration to be paid for the execution of this lease and the rights and duties of the parties. Any coll | agr ing the
development of oil and gas from the leased premises which are not contained in this lease render this lease invalid.

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

32. FORFEITURE. If Lessee shall fail or refuse to make the payment of any sum within thirty days 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 forfeiture by the Commissioner, and he shall forfeit same when sufficiently iufotmod of the facts which authorize a forfeiture, and when
forfeited the area shall again be subject to lease under the terms of the Relinquish Act. H g herein shall be construed as waiving the automatic
termination of this lcase by operation of law or by reason of any special limitation arising hercunder. Forfnmm rmy 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. 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 money that may become due under this lease. By acceptance of this lcase, 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 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 pr dings in the manner provided in the Title I, Chapter 9 of the Texas Business and Commerce Code. Lessee agrees that the
Commissioner may require Lessee to execute and record such i as may be bly y 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. Lssee ls hcmby 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 expl P 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 th.: 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 and discharges the State of Texas aEd the owner of the soil, their officers, employees, partners, agents,
contractors, subcontractors, guests, invitees, and their respective successors and assigns, of and from all and any actions and causes of action of every nature, or other
harm, including environmental harm, for which recovery of damages is sought, including, but not limited to, all losses and expenses which are caused by the activities
of Lessee, its officers, employees, and agents 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 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 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, subcontraciors, 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 ANDVOR LIABILITIES ASSUMED UNDER THE
TERMS OF THIS AGREEMENT SHALL HE WITHOUT LIMITS AND WITHOUT REGARD TO THE CAUSE OR CAUSES THEREOF (EXCLUDING
PRE-EXISTING CONDITIONS), STRICT LIABILITY, OR THE NEGLIGENCE OF ANY PARTY OR PARTIES (INCLUDING THE NEGLIGENCE OF
THE INDEMNIFIED PARTY), WHETHER SUCH NEGLIGENCE BE SOLE, JOINT, CONCURRENT, ACTIVE, OR PASSIVE.
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36. ENVIRONMENTAL HAZARDS. Lessee shall use the highest degree of care and reasonable safeguards to prevent contamination or pollution
of any environmental medium, including soil, surface waters, groundwater, sediments, and surface or subsurface strala, 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 conlaining materials, expl mwxncmalemlsor L gulated as hazardous wastes, hazardous materials, hazardous
substances (as the term "} dous Sub " is defined in the Comprehensive Envi I R Comp ion and Liability Act (CERCLA), 42
U.S.C. Sections 9601, et seq.), or toxic substances under any federal, state, or local law or rcgulnnon ("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 (1) THE
PRESENCE, RELEASE, OR DISPOSAL OF ANY HAZARDOUS MATERIALS ON, UNDER, OR ABOUT THE LEASED PREMISES DURING
LESSEE'S OCCUPANCY OR CONTROL OF THE LEASED PREMISES. LESSEE SHALL CLEAN UP, REMOVE, REMEDY AND REPAIR
ANY SOIL OR GROUND WATER CONTAMINATION AND DAMAGE CAUSED BY THE PRESENCE OR RELEASE OF ANY HAZARDOUS
MATERIALS IN, ON, UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OF THE LEASED PREMISES IN
CONFORMANCE WITH THE REQUIREMENTS OF APPLICABLE LAW, THIS INDEMNIFICATION AND ASSUMPTION SHALL APPLY,
BUT IS NOT LIMITED TO, LIABILITY FOR RESPONSE ACTIONS UNDERTAKEN PURSUANT TO CERCLA OR ANY OTHER
ENVIRONMENTAL LAW OR REGULATION. LESSEE SHALL IMMEDIATELY GIVE THE STATE OF TEXAS AND THE OWNER OF THE
SOIL WRITTEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS PARAGRAFPH, 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 Icasc is issued under the pmvsnons nchxas Natural Resources Code 52.171 through 52.190, commonly known as
the Relinquishment Act, and other applicat and d , and if any provision in this lease does not conform to these statutes, the
statutes will prevail over any nonconforming lease provisions.

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

39. LEASE FILING. Pursuant to Chapter 9 of the Texas Business and Commerce Code, this lease must be filed of record in the office of the

County Clerk in any county in which all or any part of the leased premises is located, and certified copies thercof 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

ideration paid or promised for ion of this lease. The bonus due the Stale and the prescribed filing fee shall accompany such centified copy 1o the
General Land Office.

40. Rentals in the amount of $26.66 for years two and three of this lease have been prepaid. One half (%) of this amount has been paid to the
Lessor and one half (%) has been paid to the State of Texas. Rental for the fourth year in the amount of $2,679.93 has not been paid and if the fourth year
rental is not paid then this lease will expire. One half (V) 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.

BY: William A. Chalfant

TITLE: President

DATE:_\L)_\Z‘S\‘ =

STATE OF TEXAS STATE OF TEXAS
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BY: Montic Frank Kelton, dealing in his soke and
separate property

TITLE: Individually and as agent for the State of Texas

Dam:/lo-ﬁ/—'g‘(

TITLE: Individually and as agent for the State of Texas

Date: 10-5-05

; LINDA A. BELLER
Notary Public

Er"““g
E‘ STATE OF TEXAS

t‘ My Comm. Exp. 09/22/2008
RESN U S I RIS T IR TR
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STATE OF ol 5 ( INDIVIDUAL
ACKNOWLEDGMENT)

COUNTYOF £ [ [, 5

Before me, the undersigned authority, on this day personally appeared Montie Frank Kelton, dealing in his sole and
separate property, known to me to be the persons whose names are subscribed to the foregoing instrument, and acknowledged
to me that they executed the same for the purposes and consideration therein expressed.
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LINDAA. BELL b Notary Publicinand for = 1|17 ' 3 \|

Nota g % = o
Y  STATE grf#b"c My Commission expires: ; e I I O
My Comm. Exp. 09/22/2008
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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 2 day of
Ceroee @ , 2005.

A

MASHALA K. CROSS  f Notary Public in and for the State of Texas
3 Nolary Public, Stats of Texas |
4 My Commission Expites
b 7-16-2008 ¢
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| FILED FOR RECORD ON .THE _ 17TH DAY OF NOVEMBER A.D. 2005 4:28 P.M.
| . N L - __4:s0 F.
DULY RECORDED ON [ 18TH DAY OF NOVEMBER A.D. 2005 10:00 A.M.
i UL QE}\ YT 04/ prommm————
BY: \ | v A L LJAS , DEPUTY DIANNE O. FLOREZ, COUNTY CLERK
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George P. Bush, Commissioner -
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General Land Office
Relinquishment Act Lease Form
Revised, September 1997
OIL AND GAS LEASE

THIS AGREEMENT is made and entered into this 21st day of September, 2005, b the State of Texas, acting by and through its agent,
Katherine Janell Kelton, dealing in her sole and separate property, care of 905 Gary Street, Monahans, TX 79756 said agent herein referred to as the
owner of the soil (whether one or more), and CHALFANT PROPERTIES, INC., of PO BOX 3123, Midland, Texas 79702 heremafter 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:

SE/4 of Section 2, Block 54, Township 5, T&P RR Co Survey

containing 160.0 acres, more or less. The bonus consideration paid for this lease is as follows:

To the State of Texas: Four Thousand Twenty-Six and 71/100
Dollars (§ 4,026.71)

To the owner of the soil: Four Thousand Twenty-Six and 71/100
Dollars ($ 4,026.71)

Total bonus consideration: Eight Thousand Fifty Three and 43/100
Dollars (§ 8,053.43)

The total bonus consideration paid represents a bonus of Three Hundred Two Dollars ($302.00) per acre, on 26.667 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 2* THIS IS A PAID-UP LEASE: SEE PARAGRAPH 40 ** Bank, at , or its successors (which shall continue as the depository regardless of
changes in the ownership of said land), the amount specified below; in addition, Lessee shall pay or tender to the COMMISSIONER OF THE GENERAL
LAND OFFICE OF THE STATE OF TEXAS, AT AUSTIN, TEXAS, a like sum on or before said date. Payments under this paragraph shall operate as a
rental and shall cover the privilege of deferring the commencement of a well for one (1) year from said date. Payments under this paragraph shall be in the
following amounts:

To the owner of the soil:

Dollars (§, )
To the State of Texas:

Dollars ($ )
Total Rental:

Dollars ($ )

In a like manner and upon like payments or tenders 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 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 1o 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 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 10 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 hereinafier 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 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 . or other equipment at least as efficient, so that all liquid hydrocarbons recoverable from the gas by such means will be
recovered. The requirement such gas be run through a sep or other equip 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 hydmmrboﬁ;ns:f_asoous substances not defined
as oil in subparagraph (A) above, produced from any well on said land (except as provided herein with respect (o gas prox in a plant for the extraction of
gasoline, liquid hydrocarbons or other products) shall be 1/5 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 1/5th 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 rfpcrocnl (50%) or the highest percent accruing to a third party processing gas through such plant under a processing agreement negotiated at arm's lm’ﬁh
(or if there is no such third party, the hl;?hest percent then being specificd 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
hyd b o parable 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 1/5th
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.

6. ROYALTY IN KIND. Notwithstanding any other provision in this lease, at any lime 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 accruing Lo 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, trealing, dehydrau'.ng, 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 afier 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 m 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, ger or other authorized agent, completed in the form and manner prescribed by the General Land Office and
showing the gross amount and disposition of all oil and gas produced and the market value of the oil and gas, together with a copy of all documents, records
or reports confirming the gross production, disposition
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and market value including gas meter readings, 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 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 disputc 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 fumnish said Commissioner with copies of all contracts under which gas

is sold or pr d and all subseq 2r and d to such within thirty (30) days after entering into or making such contracts, agreements or
d Such and agr when ived by the General Land Office shall be held in confidence by the General Land Office unless otherwise
authorized by Lessee. All other and ds 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 ro inspection and examination by
the Commissioner of the General Land Office, the Attomey 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 Ci 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 C ission. All applications, permits, reports or other filings that
reference this lease or any specific well on the leased premises and that are submitted to the Texas Railroad Commission or any other governmental agency shall
include the word "State” in the title. Additionally, in d: with Railroad Cq ission 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,
da, s, 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 hercin expressly provided for. Lessce shall have an clectrical and/or radioactivity sul 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 fifieen (15) days after the making of said survey.

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

1. 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 ion of production Lessee dditional 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

pleted and abandoned, or the production of oil or gas should cease for any cause, Lessee's rights shall remain in full force and effect without further operations until
the expiration of the primary term; and if Lessee has not 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 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 hercof,
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 lcase 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 thercafter 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 il 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 afier 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 o 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 premiscs, 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 (172) 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 ccased, and, after that, if no suitable production facilities or suitable market for the oil or gas exists, Lessee may extend the
lease for four more successive periods of one (1) year by paying the same amount each year on or before the expiration of each shut-in year.

15. COMPENSATORY ROYALTIES. If, during the period the lease is kept in effect by payment of the shut-in oil or gas royalty, oil or gas is sold and
delivered in pnying quantitics 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 drai is the right to inue to maintain the lease by pnylﬂg the shut-in oil or gas royalty shall cease, but the lease shall remain effective for the
remainder of the year for whpch the royalty has been paid. The Lessee may maintain the lease for four more successive years by l.csscc 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 pleted in the same producing reservoir and
within one thousand (1,000) feet of the leased premises. The p y 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 Icased 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, Lessee shall pay an amount equal o the difference within thirty (30)
days from the end of the 12-month period. Compensatory royalty payments which are not urncly 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 d P nor the obligation to drill offset wells as provided in Texas Natural
Resources Code 52.173; however, at the determination of the C issioner, 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, afier a well pr ing or capable of producing oil or gas has

been completed on the leased premises, Lessce shall exercise the dmg:m of a reasonably prudent operator in dnlhng sucl: additional well or wclls 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 lcase 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 cach 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 ber 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 pmdm:mn purpuscs 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 go thority having jurisdiction. If at any time afier the effective date of
the partial termination provisions hereof, the applicable ficld rules are changed or !hc well or wells located thereon are reclassified so that less acreage is thereafler
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 I hereof, together with casements and rights-of-way for existing roads, existing
pipelines and other existing facilities on, over and across all the lands described in Paragraph 1 hercof (“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 after the expiration date of the primary or extended term it shall further
terminate as 1o all depths below 100 feet below the total depth drilled (hercinafter "deeper depths”) in cach 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 ideration 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 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 ncarly 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 C issioner of the General Land Office. Within thirty (30) days after partial
termination of this lcase as provided herein, Lessee shall execute and record a release or rel g a satisfactory legal description of the acreage and/or depths
not retained hereunder. The recorded release, or a centified copy of same, shall be filed in the General Land Office, accompanied by the filing fec prescribed by the
General Land Office rules in effect on the date the release is filed, If Lessee fails or refuses 1o execute and record such release or releases within ninety (90) days after
being requested to do so by the General Land Office, then the Commissioner at his sole discretion may designate by written instrument the acreage and/or depths to be
released hereunder and record such i at Lessee's exp in the county or counties where the lease is located and in the official records of the General Land
Office and such designation shall be binding upon Lessee for all purposes.

17. OFFSET WELLS. Neither the bonus, delay rentals, nor royalties paid, or to be paid, under this lease shall relicve 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 lcased premiscs shall drill as many wells
as the facts may justify and shall use appropriate means and drill to a depth ytop 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 lcased 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

and shall p such drilling with diligence. Failure to satisfy the statutory offset obligation may subject this lease and the owner of the soil's agency
nghls to forfeiture. Only upon the d ination of the Ci issi 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

ducting 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 p d, 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 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 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.

copy of

.
L]
L]

L]
L]

(T XL L]
.

True and Correct

Original filed in
Reeves County
Clerks Office

Sy

BOOK 7 1'¢ PAGE 29



BOOK 71 ¢ PhGE 228

19. WARRANTY CLAUSE. The owner of the soil warrants and agrees to defend tide to the leased premises. If the owner of the soil defaults in payments
owed on the lcased premises, then Lessee may redeem the rights of the owner of the soil in the leased premises by paying any 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 royaltics 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 hercin provided to be paid to the Commissioncer 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, 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 h der shall be reduced ding to the ber of acres pooled, released, surrendered, or otherwise severed, so that payments determined
on a per acre buuundu‘thelmoﬂhuslnsednnnglhemmlﬂm:hllbeulmlnldbuedupmtbemmb«ofmwmdelhebwndmﬁoflwoladunmu
ifafter the expiration of the primary term, the number of acres y retained and coveted 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.

25. POLLUTION. In developing this area, Lessee shall use the highest degree of care and all proper safeguards to prevent pollution. Without limiting the
foregoing, pollution of coastal wetlands, natural waterways, rivers and impounded water shall be prevented by the use of containment facilities sufficient to, prevent
spillage, scepage or ground water contamination. In the event of pollution, Lessee shall use all means at its disposal to P all d hydrocarbons or other

pollutant and shall be responsible for all damage to public and pmmte properties. Lessee shall build and maintain fmeu 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 coadition 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 hinery and fi placed by Lessee
on the lcased premises, including the right to draw and remove casing, within onc hundred twenty (120) days after the expiration or the termination of this lcase unless
the owner of the soil granis 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
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 lease, the rights and estates nfcuhcl 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, devi Iml P ives, s and
assigns. However, a change or division in ownership of the land, rentals, or myilm:s will not enlarge the obligations of Lessu. inish 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 soi! (or his heirs, devisees, legal representatives
or assigns) furnishes the Lessee with sutlsﬁmry written evidence of the change in ownership, including the original i of title (of a certified copy of
such original) when the hi db ofa Y A total or partial assignment of this lease shall, to the extent of the interest assigned, relieve and
discharge Lessee of all mbnlpﬂlobllpmlunndﬂ'!huIﬂ.-.Iflhulmuuunplednlnmﬂyulnodypnnnhmpe.lbendlllndwwpymll
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 pad
by assignment without the prior written approval of the Commissioner of the General Land Office, this lease is void as of the time of assignment and the agency power

of the owner may be forfeited by the C issioner. An assigs 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;
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(6) a fiduciary for the owner of the soil; including but not limited to a guardian, trustee, d , 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 me 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 premiscs, and thereby surrender this lcase as to such portion or portions, and be
relieved of all subseq bligations as to ge dered. If any part of this lease is properly surrendered, the delay rental due under this lease shall be reduced by
the proportion that the dered ge bears to the ge which was § 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. [fall or any part of this lease is assigned or released, such assig or release must be recorded
mlhccomuywimlhchndmsnmled.mdlhcrmmmmlwawpyofrhcmdedmmwnmmmdbylh:CmyCIutoflhecwnwmu.hu:hlhe
instrument is recorded, must be filed in the General Land Office within 90 days of the last ion date ied by the p ibed filing fee. If any such

assignment is not so filed, the rights acquired under this lease shall be subject to forfeiture at the option of the Cummlssumu' of the General Land Office.

30. DISCLOSURE CLAUSE. All provisions pertaining to the lease of the above-described land have been included in this & mcluding the
statement of the true consideration 10 be paid for the execution of this lcase and the rights and dutics of the parties. Any collatersl 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 Siate’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 regulati dopted by the Ci 15 5i 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 ;lurmlplud by the General Land Office, the School Land Board, or the Railroad Commission, or if Lessce
should refuse the proper authority access to the d g 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 rchau o ﬁmush 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 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. Inaccordance with Texas Natural Resources Code 52.136, the State shall have a first licn 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 duc 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 fi on and impro 1o the leased premises used in ion with the production or p ing 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 (o 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 proceedings in the manner provided in the Title |, Chapter 9 of the Texas Business and Commerce Code. Lessee agrees that the
Commissioner may require Lessee to execute and record such instruments as may be r bly y to acknowledge, attach or perfect this lien. Lessee hereby
represents that there are no prior or superior liens arising from and relating to Lessce'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. Lcsscc is hcreby granted the right 1o pool or unitize the royalty interest of the owner of the soil under this lease with any other leasehold
or mineral interest for the expl 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 On'm for thc pooling or unitizing of the interest of the State undv.'r this Inse 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 q stated in Texas Natural Resources Code
52.152.

35. INDEMNITY. Lessce hereby releases and discharges the State of Texas aEd the owner of the soil, their officers, employees, partners, agents,
contractors, subcontractors, guests, invitees, and their respective successors and assigns, of and from all and any actions and causes of action of every nature, or other
harm, including environmental harm, for which recovery of damages is sought, including, but not limited to, all losses and expenses which are caused by the activities
of Lessee, its officers, employees, and agents 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 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, liabilitics, losses, damages, actions, p | injury (including death), costs and expenses,
or other harm for which recovery of damages is sought under any theory including tort, contract, or strict liability, including 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 inlerest therein, agrees to be liable for, exoncrate, indemnify, defend and hold harmless the State of Texas and the owner of the soil, their officers,
employees, and agents in the same provided above in ion with the 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, exp!osiva toxic materials, or sub gulated as hazardous wastes, hazardous materials, hazardous
substances (as the term "Hazardous Substance” is defined in the Comprehensive Envi I R , Ci and Liability Act (CERCLA), 42
U.S.C. Sections 9601, et seq.), or toxic substances under any federal, state, or local law or rcgulmon (" Hazm‘lous Materials"), except ordinary products
v, ly used in ¢ ion with oil and gas exploration and develop operations and stored in the usual manner and quantitics, 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 PARAGRAPIH, 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 certified copies thereof must be filed in the General Land Office.
This lease is not effective until a certified copy of this lease (which is made and certified by the County Clerk from his records) is filed in the General Land Of
fice in accordance with Texas Natural Resources Code 52. 183, Additionally, this lease shall not be binding upon the State unless it recites the actual and true
consideration paid or promised for execution of this lease. The bonus due the State and the prescribed filing fee shall accompany such certified copy to the
General Land OfTice,

40. Rentals in the amount of $53.33 for years two and three of this lease have been prepaid. One half ('4) 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 $5,360.06 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 (%4) will be paid to the State of
Texas. Rental for the fifth year is included in the fourth year rental and if the fourth year rental is paid then no additional rentals are due under this lease.

o A
o

LESSEF ifant Pro
BY: William A. Chalfant
TITLE: President

pate_\O\Z =\ o

STATE OF TEXAS

TITLE: Individually and as agent for the State of Texas

Date:
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STATE OF _\qudL_ ( INDIVIDUAL
ACKNOWLEDGMENT)

COUNTY OF 7, }u_,-/

Before me, the undersigned authority, on this day personally appeared Katherine Janell Kelton, dealing in her sole
and separate property, known to me to be the persons whose names are subscribed to the foregoing instrument, and
acknowledged to me that they executed the same for the purposes and consideration therein expressed.

Given under my hand and seal of office thisthe 27" dayof __(Tobontoen /2005,
:. -~ ; 1

VICKI HEFLIN -
Notary Publie, Scsie of T [ THOVEY Public in ad for

My Commissicn Expires - . - .
January 10, 2009 My Commission expires: __zf_/ (% ;ﬂﬂ?
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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

CramCER

2005.

My Commission Expires

7-16-2008

MASHALA K. CROSS
Notary Public, State of Texas

DAY OF _ NOVEMBER  A.D. 2005

1&5:3‘\‘ o day of

Mrd\'ﬂ)m ¥ . Oy

Notary Public in and for the State of Texas

Y ?%(Nl::‘\-ﬂ HEBY™ % o
ORUSE BF it o
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e —
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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 cor pgraphic copy of the
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General Land Office
Relinquishment Act Lease Form
Revised. September 1997
OIL AND GAS LEASE

THIS AGREEMENT is made and entered into this 18th day of October, 2005, between the State of Texas, acting by and through its agent,
Melba Younce, dealing in her sole and separate property, care of 3702 Oakdale, Pearland, TX 77581 said agent herein referred to as the owner of the
sol (whether one or more), and CHALFANT PROPERTIES, INC,, of PO BOX 3123, Midland, Texas 79702 hereinafter 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 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 54, T-5, T&P RR Co Survey
Section 2: SE/4

containing 160.0 acres, more or less. The bonus consideration paid for this lease is as follows:

To the State of Texas: Eight Thousand Fifty Three and 43/100
Dollars (§ 8.053.43)

To the owner of the soil: Eight Thousand Fifty Three and 43/100
Dollars (§ 8,053.43)

Total bonus consideration: Sixteen Thousand One Hundred Six and 86/100
Dollars ($ 16,106.86)

The total bonus ideration paid rep a bonus of Three Hundred Two Dollars (8302.00) per acre, on 53.334 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 either of them, is produced in paying quantities® from said land.
As used in this lease, the term "produced in paying quantities” means that the receipts from the sale or other authorized commercial use of the substance(s)
covered exceed out of pocket operational expenses for the six months last past.

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

To the owner of the soil:

Dollars (§, )
To the State of Texas:

Dollars ($ )
Total Rental:

Dollars ($ )

In a like manner and upon like payments or tenders annually, the commencement of a well may be further deferred for successive periods of one (1) year
each during the primary term. All payments or tenders of rental to the owner of the soil may be made by check or sight draft of Lessee, or any assignee of
this lease, and may be delivered on or before the rental paying date. If the bank designated in this paragraph (or its successor bank) should cease to exist,
d busi 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
fnllure to make such payments or tenders of rental until thirty (30) days afler 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 1o pay or cause 1o be paid one-half (1/2) of the royalty
provtdudr 3:: m_;h:s 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 soi

(A) OIL. Royalty payable on oil, which 1s 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 hereinafler provided, shall be
1i5th pant 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 1o be determined by | ) the highest posted price, plus premium, if any, offered or paid for oil, condensaic, 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 arca where produced and when run, or 3) the gross proceeds of the sale thereof, whichever is the greater. Lessee agrees that before any gas
produced from the leased premises is sold, used or processed in a plant, it will be run frec of cost to the royalty owners through an adequate oil and gas
scparator of conventional rylg:, or other equipment at least as efficient, so that all liquid hydrocarbons recoverable from the gas by such means will be

t

recovered. The requirement that such gas be run through a sep or other equip 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 subpasagraph (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 (_Eroducts) shall be 1/5th pan of the gross production or the market value thereof. ai 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 ofTered to the producer, whichever is the greater. provided that
the mp base in ing 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 10 be made for pressure according to Boyle's Law, and for specific gravity according to tests
made by the Balance Methed 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 line or other liquid hydrocarbons
shall be 1/5th pan of the residue gas and the hiquid 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 royaltics due herein shall be based on one hundred percent (100%) of the total plant
production of residuc 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 hyd bons anributable to thchu produced from this lease, provided that if liquid hydrocarbons are recovered from
%nﬁs processed in a plant in which Lessee (or its parent, subsidiary or afliliate) owns an i then the per pplicable to liquid hydrocarbons shall be
ity

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 p ing agr s o contracts in the industry), whichever s the greater. The
respective royallies 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 royaltics 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 (excepling liquid
hydrocarbons) whether said gas be "casinghead,” “dry™, or any other , by fractionating, buming or any other processing shall be 1/5th
part of the gross production of such products, or the market value lhctoot!‘:t 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 lcase in no cvent 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 (51.00) per acre.

6. ROYALTY IN KIND. Notwithstanding any other provision i this lease, at any tme or from ume to time, the owner of the soil or the
Commissioner of the General Land Office may, at the option of cither, upon not less than sixty (60) days notice to the holder of the lease, require that the
pa{¥n¢nl of any royaltics accruing to such royalty owner under this lcase be made in kind. The owner of the soil's or the Commissioner of the General Land
OfTice'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 OfTice's rights or Lessee’s
obligations, whether express or implied, under this lease.

7.  NODEDUCTIONS. Lessce agrees that all royaltics accruing under this lease (including those paid in kind) shall be without deduction for the
cost of ptoducindge.’pd\ering. sloring, scparaling, treating, dchydmindg. pressing, pr ing, ransporting, 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 reimb for severance
taxes and production related costs.

8.  PLANT FUEL AND RECYCLED GAS. No royalty shall be payable on any gas as may rcpresent 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 gmcnl 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
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 royaltics 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 | 5th day of the second month succeeding the month of production,
accompanied by the affidavit of the owner, manager or other authorized agent, completed in the form and manner prescribed by the General Land Office and
showing the gross amount and disposition of all oil and gas produced and the market value of the oil and gas, together with a copy of all documents, records
or reports confirming the gross production, disposition
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and market value including gas meter readings. pipeline receipts. gas line receipts and other checks or memorands 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 1o verify the gross production, disposition and market
value. In all cases the authority of a manager or agent to act for the Lessee herein must be filed in the General Land OfTice. 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. |f 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 @ 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 duc shall incur a penalry 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 1o postpone the date on which
royalties were originally duc. 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 royalry
in dispute as to fair market value.

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessce shall annually furnish the Commissioner of the General Land Office with its best
possible estimate of oil and gas reserves underlying this lease or allocable 1o this lease and shall furnish said Commissioner with copies of all contracts under which gas
is sold or processed and all subsequent agreements and a d 10 such 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 pentaining 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 pipclines shall at all times be subject to inspection and examination by
the Commissioner of the General Land Office, the Attoney 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 Commr 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 1o 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 supplicd 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 lcase 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 batieries 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 1o the operation of the above-described premises, which may be requesied 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 basc of the surface casing o 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 1o the General Land Office within fifteen (15) days after the making of said survey

(C) PENALTIES. Lessce 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

1l. 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, 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 lcase 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 quantitics at the expiration of the primary term, Lessee may maintain this lease
by conducting additional drilling or reworking operations pursuant 1o Paragraph 13, using the expiration of the primary term as the dale of cessation of production under
Paragraph 13. Should the first well or any subsequent well drilled on the above described land be completed as & shut-in oil or gas well within the primary term hereof.
Lessce may resume payment of the annual rental in the same manner as provided herein on or before the rental paying date following the expiration of sixty (60) days
from the date of completion of such shut-in oil or gas well and upon the failure 1o make such payment, this lease shall ipso facto terminate. If 8t the expiration of the
primary term or any lime thercafler a shut-in oil or gas well is located on the lcased premises, payments may be made in accordance with the shut-in provisions hereof

12. DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM. If, al 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 &8s operations on said well or for
drilling or reworking of any additional well are pr d in good faith and in workmanlike manner without interruptions totaling more than sixty (60) days during any
one such operation, and if they result in the production of oil and/or gas, so long thereafier as oil and/or gas is produced in paying quantities from said land, or payment
of shut-in oil or gas well royaltics or compensatory royaltics is made as provided in this lease

13. CESSATION, DRILLING, AND REWORKING. If, after the expiration of the primary term, production of oil or gas from the lcased premises. afler
once obtained, should cease from any cause, this lease shall not terminate i 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. I 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 q or payment of shut-in oil or gas well royalties or payment of compensatory royalties is made as
provided herein or as provided by law, [f the drilling or reworking operations result in the 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 Lessce 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 10 the General Land Office within thirty (30) days of any cessation of production

14. SHUT-IN ROYALTIES. For purposes of this paragraph. "well" mecans any well that has been assigned 3 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 shul in, was being mainained 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, |f Paragraph 3 of this lease does not specify a delay rental
amount, then for the purposes of this paragraph, the delay rental amount shall be one dollar ($1.00) per acre. To be effective, cach initial shut-in oil or gas royalty
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must be paid on or before: (1) the expiration of the primary term. (2) 60 days after the Lessee ceases to produce oil or gas from the lcased premuses. or (3) 60 days afier
Lessce completes a drilling or reworking operation in accordance with the lease provisions. whichever date is latest. Such payment shall be made onc-hall (172) 10 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 pawd. the lcasc 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 il or gas exists, Lessee may extend the
Icase 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, duning the penod the lease 1s kept in effect by payment of the shut-in oil or gas royalty, oil or gas is sold and
delivered in paying quantities from a well located within one thousand ( 1.000) feet of the leased premises and completed in the same producing reservoir. of in any case
n which drainage is occurring the right to continue to maintain the lcase 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 royaity at
the royalty rate provided in the lease of the market valuc of production from the well causing the drainage of which is completed in the same producing reservoir and
within one thousand (1,000) feet of the lcased premiscs. The compensatory royalty is 1o 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 complcu:d in the same producing reservoir and located within one thousand (1,000) feet of the leased premi If the P
royalty paid in any 12-month period is in an amount less than the annual shut-in oil or gas royalty, Lessee shall pay an amount equal to the diffcrence within thirty (JOI
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 r ble develop nor the obligation to dnill offset wells as provided in Texas Natural
Resources Code 52.173; however, al the deter ion of the C i and with the C *s writien approval, the payment of compensatory royaltics can
satisfy the obligation to drill offset wells

16. RETAINED ACREAGE. Notwithstanding any provision of this leasc to the contrary, after a well producing or capable of producing oil or gas has
been completed on the Icased 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 10 all of the leased premises, EXCEPT (1) 40 acres surrounding each oil well capable of p ing in paying quantities and 320 acres surrounding cach gas well
capable of producing in paying qulnimes (including a shut-in oil or gas well as provided in Plnmph 14 hueof) or & well upon which Lessee is then engaged in
continuous drilling or reworking op or (2) the ber of acres included in a producing pooled unit pursuant to Texas Natural Resources Code 52 151-52.15).
or (3) such greater or lesser number of acres as may then be allocated for production purposes 1o a proration unit for each such producing well under the rules and
regulations of the Railroad Commission of Texas. of any successor agency. of other governmental authority having junisdiction 1T at sny ume after the effective date of
the partial termination provisions hercof, the applicable field rules are changed or the well or wells located thereon are reclassified so that less acreage is thereafier
allocated |u said well o wells for production purposes, this lease shall thereupon terminate as to all acreage not thereafier allocated to said well or wells for production
purposes. b h g the ination of this lease as to a portion of the lands covered hereby, Lessce shall nevertheless continue 1o have the right of ingress 10 and
cgress from the lands mll subject to this lease for all purposes described in Pnngrlph I hereof, together with casements and rightsof-way for existing roads. existing
pipelines and other existing facilitics on, over and across all the lands described in Paragraph | hereof (“the rewined lands®), for access 1o and from the retained lands
and for the gathering or transportation of oil, gas and other minerals produced from the rewined lands.

{B) HORIZONTAL. In the event this lease is in force and effect two (2) years after the expiration date of the primary of extended term it shall further
terminate as to all depths below 100 feet below the total depth drilled (heremnafier "decper depths™) in cach well located on acreage retained in Paragraph 16 (A) above,
unless on or before two (2) years afler the primary or exiended lerm Lessce pays an amount equal 10 onc-half (172) of the boaus onginally paid as consideration for this
lease (as specified on page | hereof). [f such amount is paid, this lcasc shall be in force and cffect as to such decper depths, and said termination shall be delayed for an
additional period of two (2) years and 5o long thercafler as 0il or gas is produced in paying quantitics from such deeper depths covered by this lease.

(C) IDENTIFICATION AND FILING. The surface acreage retained hercunder as 10 cach well shall, as ncarly 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 mc Generul Land Office. Within thirty (30) days after partial
termination of this lcase as provided herein, Lessee shall execute and record a release or rel isfactory legal description of the acreage and/or depths
not retained hereunder. The recorded release, or a centified copy of same, shall be filed in the General Lnnd Office, accompanied by the filing fee prescribed by the
General Land Office rules in effect on the date the relcase is filed. 1T Lessee fails or refuses 10 execule and record such release or relcases within ninety (90) days after
being requesied to do so by the General Land Office, then the C 1551 at his sole di ion may desig by wrilten & the screage and/or depths to be
released hereunder and record such instrument at Lessec's expense in the county or counties where the lease is located and in the official records of the Genersl Land
Ofice and such designation shall be binding upon Lessee for all purposes.

17. OFFSET WELLS. Necither the bonus, delay rentals, nor royalties paid, or to be paid, under this lease shall relicve 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 lppropmle mum and drill 1o a depth necessary to prevent unduc drainage of oil and gas from the leased pmmsu. In addition, il
oil and/or gas should be produced in ities within 1,000 fect of the leased premiscs, of in any casc where the leased premises is being drained by
production of oil or gas, d\c Lessee, sublessee, receiver of other agent in control of the lcased premises shall in good faith begin the drilling of a well or wells upon lhe
leased wemucs within 100 days afier the draining well or wells or the well or wells completed within 1,000 feet of the leased premises start producing in
quantitics and shall prosecute such dnllmg with dlh;ena 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 determination of the C 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 of this lease, from

ducting drilling operations on the leased premuses, or from producing oil or gas from the lcased premiscs by reason of war, rtbdlum. niots, strikes, acts of God, or

any valid order, rule or regulation of government authority, then while so p d, Lessec'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; addiliomlly, 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 lcase in efTect 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 agrecs to defend tide 1o the leased premises 1f the owner of the soil defaults in payments
owed on the leased premises, then Lessee may redeem the rights of the owner of the soil in the lcased premises by paying any morgage. taxcs of other hens on the
leased premises If Lessee makes payments on behalf of the owner of the soil under this paragraph. Lessec 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 royaltics 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 1o the entire undivided surface estate and the royalties and rental herein provided to be paid to the Commissioner of the Genenal
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 1o 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
OfTice shall be paid the value of the whole production allocable to any undivided interest not covered by  lease, less the proporti develop and prod cost
allocable to such undivided interest. However, in no event shall the Commissioner of the General Land Office receive as 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 thc primary term, a portion of the land covered by this lease is included within the boundaries of a
pooled unit that has been approved by the School Land Board and the owner of the soil in accordance with Natural Resources Code Sections 52.151-52.154, of if, at any
time after the expiration of the primary term or the extended term, this lease covers a lesser number of acres than the total amount described herein, payments that are
madc on a per acre basis b der shall be reduced ding 10 the number of acres pooled, relcased, 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.
il afer the expiration of the primary term, the number of acres actually retained and coveted by this lease.

21. USE OF WATER. Lessce shall have the right to use water produced on said land y for ions under this lease except wnar from wells or
tanks of the owner of the soil, provided, however, Lessee shall not use pnublc water or water suitable for Iw:stock or irrigation purp for d
without the prior consent of the owner of the soil

22. AUTHORIZED DAMAGES. Lessee shall pay the owner of the soil for damages caused by its operations lo 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 1o 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 saf ds to prevent pollution. Without limiting the
forcgoing, pollution of coastal wetlands, natural walerways, rivers and impounded water shall be prevented by the use of containment ﬁcllmes suﬂir.lm'l 1o, prevent
spillage, scepage or ground water contamination. In the event of pollution, Lessee shall use all means at its disposal 1o pturc all ped hyd: bons or other

pollutant and shall be responsible for all damage 1o public and private propertics. Lessee shall build and maintain fences around its slush, sump, and drainage pits and
tank baticries so as to prolect 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 ccllars and completely clean up the drilling site of all rubbish thereon. Lessee shall, while conducting operations on the Icased premises, keep said premises free
ofall rubbish, cans, bontles, paper cups or garbage. and upon completion of operations shall restore the surface of the land 1o a5 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 1o hinery and fi 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 lcase 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, Lessce may not draw and remove casing until after thirty (30) days written notice to the Commissioner of the Genersl Lend 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 contained in this paragraph and Paragraph 29 of this lease, the rights and estates of either party (o this
lcase 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 effectivencss 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 allu the owmer of lhe sall (or his heirs, devisees, legal representatives
or assigns) furnishes the Lessee with satisfactory written evid of the change in ow of title (of a centified copy of
such original) when the ownership changed because of a conveyance. A total or partial mpuncnl of this lease slul! 1o the extent of the interest assigned, relieve and
discharge Lessee of all subsequent obligations under this lease. 17 this lease is assigned in its entirety as w only pant 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
afTect this lease on the part of the land upon which pro rata rentals are imely paid or tendered: h , il 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 duc under Paragraph 3

Every assignee shall succeed to all rights and be subject to all obligarions, liabilities, and penaltics owed 1o the State by the original lessee or any prior assignee of the
lease, including any liabilitics to the State for unpaid royalties

(B) ASSIGNMENT LIMITATION. Notwithstanding any provision in Paragraph 27(a). if the owner of the soil acquires this lease in whole or in pad
by assignment without the prior written approval of the Commissioner of the General Land Office, this lease is void as of the time of assignment and the agency power
ol the owner may be forfeited by the C i An assign 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 paninership in which the owner of the soil is a partner or is an employec of such a paninership,

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

(5) a pariner or employec in a partnership which is the owner of the soil.

copy of
Original filed in
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(6) a liduciary for the owner of the soil, including but not limited to 8 guardian. trustee, executor, administrator, receiver, of conservator-for the
owner of the soil; or

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

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

and place of record a release or relcases covering any portion or portions of the leased premises, and thereby surrender this lease as to such portion or portions, and be
relicved of all subscquent obligations as to acreage surrendered. [fany pan of this leasc is properly surrendered. the delay rental due under this lease shall be reduced by
the proportion that the dered ge 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 to the surrender of such acreage.

29. FILING OF ASSIGNMENTS AND RELEASES. Ifall or any pan of this lcasc is assigned or released, such assignment of 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 1s recorded, must be filed in the General Land Office within 90 days of the last exccution datc accompanied by the prescribed filing fee. [f 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 penaining 1o the Icase of the above-described land have been included in this luding the
statement of the true consideration to be paid for the cxccution of this lcase and the rights and duties of the partics. Any collateral agreements concerning the
development of oil and gas from the leased premises which are not contained in this lcase render this laase invalid

31. FIDUCIARY DUTY. The owner of the 50il 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 Lessec shall fail or refuse to make the payment of any sum within thirry days after it becomes due, or if Lessee or an authorized
agent should knowingly make any false retumn or &ls: report conceming peoduction or dnlling, or if Lessee shall fail or refuse to dnil any offset well or wells in good
faith as required by law and the rules and regul dopied by the C issi of the General Land Offfice, or if Lessee should fil to file reports in the manner
required by law or fail 1o 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 authority access to the records pertaining to operations, or if Lessee or an authorized agent should knowingly fail or refuse to give correct
information 1o the proper authority, or knowingly fail or refuse to furnish the General Land Office & correct log of any well, or if Lessee shall knowingly violate any of
the material provisions of this leasc, or if this lcasc 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 1o forfeiture by the Commissioner, and he shall forfeit same when sufficiently informed of the facts which authorize s forfeiture, and when
forfeited the arca shall again be subject 1o lease under the terms of the Relinquish Act. H , nothing herein shall be construed as waiving the automatic
termination of this lcase by operation of law or by reason of any special limitation arising hercunder. Forfeitures may be set aside and this lease and all rights thereunder

reinstated before the rights of another intervenc upon satisfactory evidence to the Commissioner of the General Land Office of future compliance with the provisions of
the law and of this lcasc and the rules and regulations that may be adopted relative hereto.

33. LIEN. In accordance with Texas Natural Resources Code 52.136, the Stale shall have a first lien upon all oil and gas produced from the arca covered
by this Icase to secure payment of all unpaid royaity and other sums of moncy that may become duc under this lcase. By sccepuance of this lease, Lessee grants the
State, in addition 1o the lien provided by Texas Natural Resources Code 52.136 and any other applicable swtutory lien, an express contractual lien on and security
interest in all leased mincrals in and extracted from the leased premises, all proceeds which may sccrue to Lessee from the sale of such leased minerals, whether such
proceeds arc held by Lessee or by & third party, sad all fixtures on snd improvements 10 the lcased premises used in ion with the prod or p g of
such lcascd mincrals in order to secure the payment of all royaltics 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 Lessees breach of any covenant or condition of this lease, whether express or implied. This lien and secunity interest may be
foreclosed with or without count proceedings in the manner provided in the Title |, Chapter 9 of the Texas Business and Commerce Code. Lessee agrees that the
Commissioncr may require Lessce to execute and record such instruments as may be reasonably necessary 1o acknowledge, amach or perfect this lien. Lessee hereby
represents that there are no prior or superior liens arising from and relating to Lessee's activilies upon the above-described property or from Lessee's scquisition of this
Icase. 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 hcmby granted the right 1o pool or unitize the royalty interest of the owner of the soil under this lease with any other leaschold
or 13 for the exploration, de: and production of oil or gas or cither of them upon the same terms s shall be approved by the School Land Board
and the Commissioner of the General Land Oﬂ’u:c 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 lcase satisfics the exccution requirements stated in Texas Natural Resources Code
52.152.

35. INDEMNITY. Lessce hereby releases and discharges the State of Texas aEd the owner of the soil, their officers, employees, partners, agents,
contractors, subcontractors, guests, invilees, 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 anising out of, incidental 1o, or resulting from, the operations of or for Lessee on the leased premises hereunder, or that
may arisc out of or be occasioned by Lessee’s breach of any of the terms or provisions of this Agreement, or by any other negligent or strictly liable act or emission of
Lessee. Further, Lessee hereby agrees to be liable for, cxonerate, 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 stnct liability, including anorneys’ 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 1o Lessec's operations or any other of Lessee's activities on the leased premises; those arising from Lessee’s use of the surface of the
leased premises; and those that may arise out of or be occasioned by Lessee’s breach of sny of the terms or provisions of this Agreement or any other act or omission of
Lessce, its directors, officers, employees, partners, agents, contractors, subcontractors, guests, invitees, and their respective successors and assigns. Each assignee of this
Agrecment, 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 Lessce, 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. ENVIRONMEM‘AL HAZARDS Lessee shall use the highest degree of care and ble safeguards to prevent ination or pollution
of any envi al including soil, surface waters, groundwater, sediments, and surface or subsurface strata, ambient air or any other
environmental medum in, on, m’u'rldcr 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 1S 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 certified copies thereof must be filed in the General Land Office.
This lease is not effective until a certified copy of this lease (which is made and certified by the County Clerk from his records) is filed in the General Land Of
fice in accordance with Texas Natural Resources Code 52. 183. Additionally, this lease shall not be binding upon the State unless it recites the actual and true
consideration paid or promised for execution of this lease. The bonus due the State and the prescribed filing fee shall accompany such certified copy to the
General Land Office.

40. Rentals in the amount of $106.66 for years two and three of this lease have been prepaid. One half (%) of this amount has been paid to the
Lessor and one half (%4) has been paid to the State of Texas. Rental for the fourth year in the amount of $10,720.13 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 (}4) will be paid to the State of
Texas. Rental for the fifth year is ncluded in the fourth year rental and if the fourth year rgfital is paid then no additional rentals are due under this lease.

BY: William A Chalfant

TITLE: President
paTE_\D| 2 10|05

STATE OF TEXAS STATE OF TEXAS

S
Y7 2 e
LR A s i 2 A O
BY: Melba Younce, dealing id/her sole and separate property

TITLE: Individually and as agent for the State of Texas TITLE: Individually and as agent for the State of Texas
Date:_ /& - A -5 Date:
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STATEOF _| EXNS ( INDIVIDUAL
: ACKNOWLEDGMENT)
COUNTY OF \é L oviic
Before me, the undersigned authority, on this day personally appeared Melba Younce, dealing in her sole and

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 2= Fday of Ocdube , 2005,

Notary Public in and for

mission expires: _LL.\

A m%j

fé?'w"" SABAS RODRIGUEZ JR.

Notary Public, State of Texas
My Commussion Expires

Seplember 03, 2006

True and Correct
copy of
. Original filed in
Reeves County
Clerks Office
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STATE OF TEXAS

COUNTY OF MIDLAND

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

Given under my hand and seal of office this the 2 A5t day of
Oexorel , 2005.

Notary Public in and for the State of Texas

3

MASHALA K. CROSS

Notary Public. State of Texas
My Commission Expires

7-16-2008
True and Correct
copy of ‘
Original filed in
Reeves County
Clerks Office
PN S, . - WY PROVISHAY HERL = = wait i SALL, RENTAL \
OR UUSE P4 1 . 2 CAUSE OF COLDR |
08 RACE > inavan b 2nic o SRR VNOFR FEDERAL
FILE NO. 5255 o
FILED FOR RECORD ON THE 17TH DAY OF NOVEMBER A.D. 2005 4:28 P.M.
DULY RECORDED ON THE ' 18TH _ DAY OF__ NOVEMBER __ A.D. 2005_10:00 A.M.
sv=7 (AL N\ (L4 7, oxvury DIANNE 0. FLOREZ, COUNTY CLERK
= REEVES COUNTY, TEXAS '
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Date Filed: | Z[D[05

¥

Jerry E. Patterson, Commissir

By

CERTIFIED TRUE AND CORRECT COPY CERTIFICATE

STATE OF TEXAS

COUNTY OF REEVES

The above and foregoing is a full. frue 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 office, found in voL717
PAGE 242 THRU _250 - DEED RECORD

NG, | Nerebycerficc ot NOVEMBER 21,2005
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tA-'!LLIAM A. CHALFANT, CPL Ofc: (432) 684-9819

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

CHALFANT PROPERTIES, INC.
Of & Ga _’rm;in:f and ‘.Dm]bmiic:.
1502 NORTH BIG SPRING
P.O.BOX 3123
MIDLAND, TEXAS 79702-3123

September 26, 2005

2. Mr. Drew Reid
Sen TEXAS GENERAL LAND OFFICE
“eses’ 1700 North Congress Ave
$ Austin, TX 78701
g RE:  SE/4 of Section 2, Block 54,
HEA T-5, T&P RR Co Survey
. Reeves County, Texas
= Dear Mr. Reid:

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

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, y ) : q %

William A. Chalfant, CPL

i

WAC/mkc
enclosures

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



o

B
uuﬁommm:cﬂccu .CCz.—.J::ﬁ— m .p._v_.

WE.@LG pajiy 21w

27

UM

A AP N 1L



WILLIAM A. CHALFANT, CPL

October 18, 2005

Mr. Drew Reid

CHALFANT PROPERTIES, INC.

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

TEXAS GENERAL LAND OFFICE
1700 North Congress Ave

Austin, TX 78701

RE: SE/4 of Section 2
Blk 54, T-5, T&P RR Co Survey
Reeves County, Texas

Dear Mr. Reid:

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

E-m bnll@( halfantproperties.com
ECry
. SiVER
vy Ir?ﬁ-. B 5
L

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@c

Sincerely,

il Wllllaml ?@%ﬁé

WAC/mkc
enclosures

halfantproperties.com

L
L L]
L]

FIRSY INDEPENBENT LANDMAN OF THE YEAR 1998 - 1999
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N JILLIAM A. CHALFANT, CPL

CHALFANT PROPERTIES, INC.
Of & CGas Leasing and Propertics
1502 NORTH BIG SPRING
PHO. BOX 3123
MIDLAND, TEXAS 79702-3123

November 10, 2005

Mr. Drew Reid

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

RE: Section 2: SE/4
Block 54, T-5, T&P Ry Co Survey
Reeves County, Texas

Dear Mr. Reid:

Ofc: (432) 6849819
Fax: (432) 682-2601
E-mail: bill@chalfantproperties.com

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

1. Oil and Gas Lease dated September 21, 2005, from_The State of Texas, acting by

nd th h its agent, Ro

F. & Kathy M. Kelton, husband and wife

covering her interest in 26.667 net mineral acres. The State of Texas to receive

lease bonus payment of $4,026.71.

Also enclosed is a check in the amount of $4,151.77, including lease bonus
State filing fee of $125.00.

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

Sincerely,

; /
@ﬁ/’(i(é{g _«:_'_;""'/}L‘ —

William A. Chalfant, CPL

" WAC/sss

Enclosures

payment and a

AAPL’s FIRST INDEPENDENT LANDMAN OF THE YEAR 1998 - 1999
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WEST TEXAS NATIONAL BANK

7262

CHALFANT PROPERTIES, INC.
LEASE BONUS CLEARING ACCOUNT MIDLAND, TX 79701

432) BB4-9818
0. BOX 3123
MIDLAND, TX 79702 oo
o 111072005
Date
$*¥*%4.151.77

IEXAS GENERAL LAND OFFICE
tv-One and 77*]““attltlttotit#!.ttt!ttt!t*tttttttt!l

Four Thousand One Hundred Fifty

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

Lease Bonus & State Filing Fee: SE4 Sec 2. Blk 54, T5, 1

Memo

DOLLARS

a




WILLIAM A. CHALFANT, CPL Ofc: (432) 684-9819

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

CHALFANT PROPERTIES, INC.
Od & Gas fzu:('rz‘«.’ and ‘.D-.o/;;-.éiu
1502 NORTH BIG SPRING
P./O. BOX 3123
MIDLAND, TEXAS 79702-3123

November 10, 2005

Mr. Drew Reid

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

RE: Section 2: SE/4
Block 54, T-5, T&P RR Co Survey
Reeves County, Texas

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

1. Oil and Gas Lease dated September 21, 2005, from_The State of Texas, acting by
and through its agent, Janelda C. Bourke, dealing in her sole and separate
property, covering her interest in 13.333 net mineral acres. The State of Texas to
receive lease bonus payment of $2,013.32.

Also enclosed is a check in the amount of $2,138.32, including lease bonus payment and a
State filing fee of $125.00.

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

Sincerely,

William A. Chalfant, CPL
WAC/sss
Enclosures

AAPL’s FIRST INDEPENDENT LANDMAN OF THE YEAR 1998 - 1999
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CHALFANT PROPERTIES, INC. WEST TEXAS NATIONAL BANK 7260
LEASE BONUS CLEARING ACCOUNT MIDLAND, TX 79701
(432) 684-9818
0. BOX 3123
MIDLAND, TX 79702
PAY TO 11/10/2005
THE ORDER vy ol r . e & Date |
A I'EXAS GENERAL LAND OFFICE $3*2.138.32
Two Thousand One Hundred Thirty-Eight and 32/100%#### Xk ks kr s a ks trrsxirrrsrsess DOLLARS
TEXAS GENERAL LAND OFFICE @

1700 NORTH CONGRESS AVE.
AUSTIN. TX 78701

Memo l<ase Bonus & State Filing Fee: SE4 Sec 2, Blk 54, TS, T e




WILLIAM A."CHALFANT, CPL

>

Ofc: (432) 684-9819
Fax: (432) 682-2601
E-mail: bill@chalfantproperties.com
CHALFANT PROPERTIES, INC.
QL & g;a: ,f:u;i:zy and ‘j‘)w/.]ntiu
1502 NORTH BIG SPRING
P. O. BOX 3123
MIDLAND, TEXAS 79702-3123

November 10, 2005

Mr. Drew Reid

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

RE: Section 2: SE/4
Block 54, T-5, T&P Ry Co Survey
Reeves County, Texas

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

1. Oil and Gas Lease dated September 21, 2005, from_The State of Texas, acting by
and through its agent, Joanne McLeod, dealing in her sole and separate
property, covering her interest in 13.333 net mineral acres. The State of Texas to
receive lease bonus payment of $2,013.33.

Also enclosed is a check in the amount of $2,138.33, including lease bonus payment and a
State filing fee of $125.00.

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

Sincerely,

William A. Chalfant, CPL
WAC/sss
Enclosures

AAPL’s FIRST INDEPENDENT LANDMAN OF THE YEAR 1998 - 1999
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CHALFANT PROPERTIES, INC.
LEASE BONUS CLEARING Acg I.IIN'F il TE}:;?-R?P:?Q:AL BANR 7263
432) 684-9819
MIDLAND, X Tarez
Date 11/10/2005
DECROEE T TEXAS GENERAL LAND OFFICE $ **2,138.33
Toun g . od Thirtv-Eioht ¢ / ¥ AR R KRR R R R R SRR E
I'wo Thousand One Hundred Thirty-Eight and 33/100*###***3 x4 DOLLARS
TEXAS GENERAL LAND OFFICE @
1700 NORTH CONGRESS AVE.
AUSTIN, TX 78701
Memo lase Bonus & State Filing Fec: SE4 Sec 2, Bk 54, T5, T 2=
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Ofc: (432) 6849819
Fax: (432) 682-2601

E-mail: bill@chalfantproperties.com

CHALFANT PROPERTIES, INC.

Oi[ 5 g;ai ..[’sa:irzy and (.-/-)-.opnlisx
1502 NORTH BIG SPRING
P. O. BOX 3123

MIDLAND, TEXAS 79702-3123

November 10, 2005

Mr. Drew Reid

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

RE: Section 2: SE/4
Block 54, T-5, T&P Ry Co Survey
Reeves County, Texas

Dear Mr. Reid:

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

1. Oil and Gas Lease dated September 21, 2005, from_The State of Texas, acting by

and through its agent, Rose Ann Hatchett, dealing in her sole and separate
property, covering her interest in 13.333 net mineral acres. The State of Texas to

receive lease bonus payment of $2,013.33.

Also enclosed is a check in the amount of $2,138.33, including lease bonus payment and a

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

Sincerely,

William A. Chalfant, CPL
WAC/sss
Enclosures

AAPL’s FIRST INDEPENDENT LANDMAN OF THE YEAR 1998 - 1999
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CHALFANT PROPERTIES, INC. WEST TEXAS NATIONAL BANK

LEASE BONUS CLEARING ACCOUNT
437) 634-9818
0. BOX 3123
MIDLAND. TX 78702

TEXAS GENERAL LAND OFFICE

Two Thousand One Hundred Thirty-Eight
TEXAS GENERAL LAND OFFICE

1700 NORTH CONGRESS AVE.
AUSTIN. TX 78701

Memo Lease Bonus & State Filing Fee: SE4 Sec 2, Blk 54, T5, T

MIOLAND. TX 79701

7261

YOS
Date 11/10/2005

$*42.138.33

und ‘;}[“mtttt*tttatrt*ttct#:ttstt:ttt:-a;.

DOLLARS
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WILLIAM A. CHALFANT, CPL Ofc: (432) 684-9819

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

CHALFANT PROPERTIES, INC.
Of & Gas Leasing and Properties
1502 NORTH BIG SPRING
PR@. BOX 3723
MIDLAND, TEXAS 79702-3123

November 29, 2005

Mr. Drew Reid

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

RE: Section 2: SE/4
Block 54, T-5, T&P Ry Co Survey
Reeves County, Texas

Dear Mr. Reid:
Enclosed please find a certified copy of Oil and Gas Lease from the following:
1. Oil and Gas Lease dated September 21, 2005, from_The State of Texas, acting by
and through its agent, Katherine Janell Kelton, dealing in her sole and

separate property, covering her interest in 26.667 net mineral acres. The State of
Texas to receive lease bonus payment of $4,026.71.

Also enclosed is a check in the amount of $4,151.71, including lease bonus payment and a
State filing fee of $125.00.

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

Sincerely, -

William A. Chalfant, CPL
WAC/sss
Enclosures

AAPL’s FIRST INDEPENDENT LANDMAN OF THE YEAR 1998 - 1999
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CHALFANT PROPERTIES, INC. WEST TEXAS NATIONAL BANK 7328
LEASE BON&J&Q?%.&AQR&P:? ACCéUNT Mli ﬁi" TX 79701
MIBLAND. T 70702
ate 11/29/2005
TEXAS GENERAL LAND OFFICE X‘ *4.151.71
Four Thousand One Hundred Fifty-One and 71/100* ¥ ¥** 2 sxsssassssstrsfopissssasss DO

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

V/\_’_’.,

Memo Lcase Bonus & State Filing Fee: SE4 Sec 2, Blk 54, T5, 14+ ¢

LLARS
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WILLIAM A. CHALFANT, CPL

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

E-mail: bill@chalfantproperties.com

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

November 29, 2005

Mr. Drew Reid

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

RE: Section 2: SE/4
Block 54, T-5, T&P Ry Co Survey
Reeves County, Texas

Dear Mr. Reid:

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

1. Oil and Gas Lease dated October 18, 2005, from_The State of Texas, acting by

and through its agent, Melba Younce, dealing in her sole and separate

property, covering her interest in 53.334 net mineral acres. The State of Texas to

receive lease bonus payment of $8,053.43.

Also enclosed is a check in the amount of $8,178.43, including lease bonus payment and a

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

Sincerely,

/
T .

William A. Chalfant, CPL
WAC/sss
Enclosures

AAPL’s FIRST INDEPENDENT LANDMAN OF THE YEAR 1998 - 1999
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CHALFANT PROPERTIES, INC. .~  WEST TEXAS NATIONAL BANK 7330
LEASE BONUS CLEARING ACCOUNT MIDLAND. TX 79701
(432) 684-9819
P.0O.BOX 3123
. MIDLAND, TX 79702 70/ =
| Bate 11/29/2005
TEORE TEXAS GENERAL LAND OFFICE A$**8.178.43
Eight Thousand One Hundred Seventy-Eight and 43/100***#*# s sxxxxxsss “1"‘“”""‘ DOLLARS
TEXAS GENERAL LAND OFFICE @
1700 NORTH CONGRESS AVE.
AUSTIN, TX 78701
Memo l-case Bonus & State Filing Fee: SE4 Sec 2, Blk 54, T5, T =
7330
L



WILL‘iAM A. CHALFANT, CPL Ofc: (432) 684-9819

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

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

November 29, 2005

Mr. Drew Reid

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

RE: Section 2: SE/4
Block 54, T-5, T&P Ry Co Survey

Reeves County, Texas

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

1. Oil and Gas Lease dated September 21, 2005, from_The State of Texas, acting by
and through its agent, Montie Frank Kelton, dealing in his sole and separate
property, covering his interest in 13.333 net mineral acres. The State of Texas to
receive lease bonus payment of $2,013.33.

Also enclosed is a check in the amount of $2,138.33, including lease bonus payment and a
State filing fee of $125.00.

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

Sincer3|y, :o-nnc
. /
' 4 ff‘ A { A f o, “{, ™
MM g4
William A. Chalfant, CPL s ses
WAC/sss e’ o
Enclosures “:.

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



”
CHALFANT PROPERTIES, INC. ¥ WEST TEXAS NATIONAL BANK

LEASE BOHE;%zfg.BE‘AgéNg ACCOUNT MIDLAND, TX 79701 7329
-981
0. BOX 3123
MIDLAND, TX 79702
\ pate 11/29/2005
TEXAS GENERAL LAND OFFICE {"2.[38.33
I'wo Thousand One Hundred Thirty-Eight and 33/100*****sssssssssnssnsssodassssnssss DOLLARS
TEXAS GENERAL LAND OFFICE @

1700 NORTH CONGRESS AVE.
AUSTIN, TX 78701

Memo Lease Bonus & State Filing Fee: SE4 Sec 2. Blk 54, T5, T+
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CHESAPEAKE OPERATING, INC. PO.BOX 18496 OKLAHOMA CITY, OK 73154

v LEASE OBLIGATION DEPOSIT RECEIPT
WE HAVE THIS DAY  AUGUST 19, 2008 TENDERED TO
COMMISSIONER OF THE GENERAL LAND ol
THE SUM OF $1,339.97 DOLLARS FOR THE CREDIT OF PARTY OR PARTIES NAMED BELOW i .,
IN AMOUNT STATED PURSUANT TO THE TERMS OF THE LEASE IDENTIFIED HEREIN, FOR THE PERIOD FROM TN
9/21/2008 10 ai2112010 COVERING LESSOR'S INTEREST IN LAND DESCRIBED AS: Rl LN
Survey: TSP RR  Block/Suffix: 54 Township: 5 Section: 2 Short Desc: SE/4 OF SEC 2, BLK 54, TWSP 5, T&PR SVY T
YMENT OPTION TO EXTEND
:ASE NUMBER TX1980067-004 LEASE DATE: 9/21/2005 PROSPECT: DIXIE LAND
:CORDED: BOOK 717 PAGE 233 ENTRY NUMBER: 5254 COUNTY/PARISH REEVES STATE TX
IR CREDIT OF: AMOUNT
017397 COMMISSIONER OF THE GENERAL LAND
OFFICE OF THE STATE OF TEXAS Acct: 1,339.97
STEPHEN F. AUSTIN BUILDING 1/2 $2,679.93 FOR ADDITIONAL 2 YRS
1700 NORTH CONGRESS, SUITE 600
AUSTIN, TX 78701
COPY FOR
YOUR RECORDS
IMPORTANT . "
ttached check is for th (s) d above. Please date, si )
gfeli?r:?he aggcrlmed :ec:igfsrsoint:e ZZTio: r:::ive iet.alsfediritiez'gt; Date Received %ﬁﬁgéE%VICE 0.00
»ank, please deposit the amount to the credit fo the person(s) named ) COPY FOR :
ove and date, sign and return the receipt on the day you receive it. If Sign Here Grand Total 1339.97
rrespondence required, please make reference to ledse number. Y( jl l I E !E Iqt ( )R I SS 2 i
By = Check No. 16335
Title

BANK OF OKLAHOMA, N.A

CHESAPEAKE OPERATING, INC. OKLAHOMA CITY. OK 3 6 3 3 E
DELAY RENTAL ACCOUNT :
PO. BOX 18496
OKLAHOMA CITY, OK 73154 e
405/848-8000
DATE AMOUNT
ssimiaisesssseseenq 339 * DOLLARS * 97 * CENTS 08/18/2008 $1,339.97
PAY
70 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 a CHESAPEAKE OPERATING INC.
V
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CHESAPEAKE OPERATING, INC. PO.BOX 18496 OKLAHOMA CITY, OK 73154

) . LEASE OBLIGATION DEPOSIT RECEIPT
WE HAVE THIS DAY  AUGUST 19, 2008 TENDERED TO
COMMISSIONER OF THE GENERAL LAND '::':'
THE SUM OF $1,339.96 DOLLARS FOR THE CREDIT OF PARTY OR PARTIES NAMED BELOW o .,
IN AMOUNT STATED PURSUANT TO THE TERMS OF THE LEASE IDENTIFIED HEREIN, FOR THE PERIOD FROM P
o212008 TO  o1212010 COVERING LESSOR'S INTEREST IN LAND DESCRIBED AS: T
Survey: T&P RR Block/Suffix: 54 Township: 5 Section: 2 Short Desc: BLOCK 54, SE4 SEC 2, T & P RR CO SURVEY .
... 'l
WMENT OPTION TO EXTEND
:ASE NUMBER TX1990067-003 LEASE DATE:  9/21/2005 PROSPECT: DIXIE LAND
:CORDED: BOOK 716 PAGE 118 ENTRY NUMBER: 5045 COUNTY/PARISH REEVES STATE TX
)R CREDIT OF; AMOUNT
017397 COMMISSIONER OF THE GENERAL LAND
OFFICE OF THE STATE OF TEXAS Acct: 1,339.96
STEPHEN F. AUSTIN BUILDING 2 YEAR LEASE EXTENSION
1700 NORTH CONGRESS, SUITE 600
AUSTIN, TX 78701
MF0548% (6)
COPY FOR
YOUR RECORDS
IMPORTANT e e
attached check is for the person(s) named above. Please date, sig )
3 reli[;n lh:a:ac?:ed :eceig?sr on !heT:laT yo: re::ive it. If directed !g Date Received gﬁ%:}éggFéVICE 0.00
ank, please deposit the amount to the credit fo the person(s) named COPY \? ¢
ove and date, sign and return the receipt on the day you receive it. If Sign Here F()i { Grand Total 1.339.96
rrespondence required, please make reference to lease number. YOI lp I? LoD ; )
By R RECOR] Check No. 36332
Title

CHESAPEAKE OPERATING, INC. o e Ay 36339

DELAY RENTAL ACCOUNT
PO. BOX 18496 —
OKLAHOMA CITY, OK 73154

405/848-8000

DATE AMOUNT

swkrsssassssineereq 339 * DOLLARS * 96 * CENTS 08/19/2008 $1,339.96
PAY
TO COMMISSIONER OF THE GENERAL LAND
THE OFFICE OF THE STATE OF TEXAS

ORDER STEPHEN F. AUSTIN BUILDING
OF 1700 NORTH CONGRESS, SUITE 600
AUSTIN, TX 78701 CHESAPEAKE OPERATING, INC.

e gy

v




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

WE HAVE THIS DAY  AUGUST 19, 2008 TENDERED TO
COMMISSIONER OF THE GENERAL LAND

THE SUM OF $1,339.96 DOLLARS FOR THE CREDIT OF PARTY OR PARTIES NAMED BELOW

.. L]
IN AMOUNT STATED PURSUANT TO THE TERMS OF THE LEASE IDENTIFIED HEREIN, FOR THE PERIOD FROM s an
2172008 TO  o121/2010 COVERING LESSOR'S INTEREST IN LAND DESCRIBED AS: X
Survey: T&P RR  Block/Suffix: 54 Township: 5 Section: 2 Short Desc: SE .
LA LN
LR Y]
. @
.
o e =
YMENT OPTION TO EXTEND
:ASE NUMBER TX1990067-005 LEASE DATE:  9/21/2005 PROSPECT: DIXIE LAND
:CORDED: BOOK 716 PAGE 136 ENTRY NUMBER: 5047 COUNTY/PARISH REEVES STATE TX
)R CREDIT OF: AMOUNT
017397 COMMISSIONER OF THE GENERAL LAND
OFFICE OF THE STATE OF TEXAS Acct: 1,339.96
STEPHEN F. AUSTIN BUILDING 2 YEAR LEASE EXTENSION
1700 NORTH CONGRESS, SUITE 600
AUSTIN, TX 78701
: - 1
me10599%(C)
COPY FOR
YOUR RECORDS
IMPORTANT
Subtotal 1.339.96
e attached check is for the person(s) named above. Please date, sign .
d return the attached receipts on the day you receive it. If directed to Date Rece“"edeepl z F 6 P gﬁ’i’ééﬂwﬁ 0.00
»ank, please deposit the amount to the credit fo the person(s) named N\ ¥
ove and date, sign and return the receipt on the day you receive it. If Sign Her: " Grand Total 1339.96
rrespondence required, please make reference to lease number. A . '
By Check No. 36336

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

b ol .339 * DOLLARS * 96 *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

BANK OF OKLAHOMA, N.A.

OKLAHOMA CITY, OK 3 6 3 3 R
[ |

AMOUNT
$1,339.96

CHESAPEAKE OPERATING, INC.

ro3s3sce S



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

LEASE OBLIGATION D

COMMISSIONER OF THE GENERAL LAND

EPOSIT RECEIPT

TENDERED TO

.e =
ee @
THE SUM OF $1.339.96 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 L2 TN
ozti200s 1O az1/2010 COVERING LESSOR'S INTEREST IN LAND DESCRIBED AS:
Survey: T&P RR  Block/Suffix: 54 Township: 5 Section: 2 Short Desc: BLOCK 54, SECTION 2, SE4, T & P RR CO SURVEY an &
LA LR ]
LELY]
e @
L I ]
'AYMENT OPTION TO EXTEND
.EASE NUMBER TX1990067-001 LEASE DATE:  g/21/2005 PROSPECT:  DIXIE LAND
{ECORDED: BOOK 718 PAGE 1p9 ENTRY NUMBER: 5044 COUNTY/PARISH REEVES STATE 71X
OR CREDIT OF: AMOUNT
017397 COMMISSIONER OF THE GENERAL LAND
OFFICE OF THE STATE OF TEXAS Acct: 1,339.96
STEPHEN F. AUSTIN BUILDING 2 YEAR LEASE EXTENSION
1700 NORTH CONGRESS, SUITE 600
AUSTIN, TX 78701
10698%(
MF0987%( )
COPY FOR
YOUR RECORDS
IMPORTANT A e
he attached check is for the person(s) named above. Please date, sign ) By s
nd return the attached receipts on the day you receive it. If directed to Date ReCQlVed(:O PY ‘ O R %ﬁﬁEGSEFéVICE 0,00
bank, please deposit the amount to the credit fo the person(s) named '- = 3O .
sove and date, sign and return the receipt on the day you receive it. If Sign HereYOUR RILCURIJ S Grand Total
orrespondence required, please make reference to lease number. Check N 1.339.96
By B 36328

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

A R Ak o .339

*DOLLARS * 96 * 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

THIS DOCUMENT HAS THERMOGRAPHIC INK WITH ARTIFIC

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

36328

DATE AMOUNT

08/19/2008 $1,339.96

CHESAPEAKE OPERATING, INC.

. Cregtly

1AL WATERMARK. HOLD AT AN ANGLE TO VIEW



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

3 i LEASE OBLIGATION DEPOSIT RECEIPT
WE HAVE THIS DAY  AUGUST 19, 2008 TENDERED TO
COMMISSIONER OF THE GENERAL LAND
THE SUM OF $2,680.03 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

9/21/2008 TO 9/21/2010 COVERING LESSORIS |NTEREST |N LAND DESCH!BED AS oo o
Survey: T&P RR  Block/Suffix: 54 Township: 5 Section: 2 Short Desc: SE/4 OF SEC 2, BLK 54, TWSP 5, T&PR SVY ".'
ese e
LA LY ]
LL N
LL I
\YYMENT OPTION TO EXTEND
zASE NUMBER TX1990067-006 LEASE DATE: 9/21/2005 PROSPECT: DIXIE LAND
ZCORDED: BOOK 717 PAGE 224 ENTRY NUMBER: 5253 COUNTY/PARISH REEVES STATE TX
)R CREDIT OF: AMOUNT
017397 COMMISSIONER OF THE GENERAL LAND
OFFICE OF THE STATE OF TEXAS Acct: 2,680.03
STEPHEN F. AUSTIN BUILDING 1/2 $5,360.06 FOR ADDITIONAL 2 YRS
1700 NORTH CONGRESS, SUITE 600
AUSTIN, TX 78701
COPY FOR
YOUR RECORDS
IMPORTANT P
. 2,680.03
e attached check is for the person(s) named above. Please date, sign .
d return the attached receipts on the day you receive it. If directed to Date Received e()f}){ F( )R Eﬁrxrégll;_&;VlCE 0.00
sank, please deposit the amount to the credit fo the person(s) named ’
sove and date, sign and return the receipt on the day you receive it. If Sign Here ﬁce{ ”g R !( 'O P | LN Grand Total 2 680.03
irrespondence required, please make reference to lease number. — = * '
Check No. 36339

By

BANK OF OKLAHOMA, N.A.

CHESAPEAKE OPERATING, INC. OKLAHOMA CITY, OK 3 6 3 3 q

DELAY RENTAL ACCOUNT

PO. BOX 18496 —
OKLAHOMA CITY, OK 73154

405/848-8000
DATE AMOUNT

swesemaswsrssnenss 680 * DOLLARS * 03 * CENTS 08/19/2008 $2,680.03
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 ! ! ?;ESAPEAKE (EERATING. Ig‘..




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

WE HAVE THIS DAY  AUGUST 19, 2008 ) TENDERED TO
COMMISSIONER OF THE GENERAL LAND .
THE SUM OF $2,680.03 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 L
g/24/2008 10 972172010 COVERING LESSOR'S INTEREST IN LAND DESCRIBED AS: . oo
Survey: T&P RR  Block/Suffix: 54 Township: 5 Section: 2 Short Desc: BLOCK 54, SECTION 2, SE4, T & P RR CO SURVEY -::.:-
X L
es -
) L ]
AYMENT OPTION TO EXTEND
EASE NUMBER TX1990067-002 LEASE DATE: 9/21/2005 PROSPECT: DIXIE LAND
ECORDED: BOOK 716 PAGE 127 ENTRY NUMBER: 5046 COUNTY/PARISH REEVES STATE TX
JR CREDIT OF: AMOUNT
017397 COMMISSIONER OF THE GENERAL LAND
OFFICE OF THE STATE OF TEXAS Acct: 2,680.03
STEPHEN F. AUSTIN BUILDING 2 YEAR LEASE EXTENSION
1700 NORTH CONGRESS, SUITE 600
AUSTIN, TX 78701
mF 0495 (E )
COPY FOR
YOUR RECORDS
IMPORTANT —— s
ie attached check is for the person(s) named above. Please date, sign -
id return the attached receipts on the day you re:eive it. If directed to Date Received gf‘_"g"égg%wcs B
Jank, please deposit the amount to the credit fo the person(s) named C()P Y l_'* U I ’
)ove and date, sign and return the receipt on the day you receive it. If Sign Here o i Grand Total 2 680.03
rrespondence required, please make reference to lease number. Yi jl [ R R Li L‘- R 1 ) S ! i
By Check No. 36330

BANK OF OKLAHOMA, N.A.

CHESAPEAKE OPERATING, INC. OKLAHOMACITY, OK 36330
DELAY RENTAL ACCOUNT
PO. BOX 18496 —
OKLAHOMA CITY, OK 73154
405/848-8000
DATE AMOUNT
sxtsesieemaanss 680 * DOLLARS * 03 "CENTS 08/19/2008 $2,680.03
PAY
T0 COMMISSIONER OF THE GENERAL LAND
THE OFFICE OF THE STATE OF TEXAS
ORDER STEPHEN F. AUSTIN BUILDING
OF 1700 NORTH CONGRESS, SUITE 600
AUSTIN, TX 78701 CHESAPEAKE OPERATING, JNC.
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CHESAPEAKE OPERATING, INC. RO.BOX 18496 OKLAHOMA CITY, OK 73154

WE HAVE THIS DAY SEPTEMBER 5, 2008
COMMISSIONER OF THE GENERAL LAND

THE SUM OF $5,360.06

LEASE OBLIGATION DEPOSIT RECEIPT

TENDERED TO

DOLLARS FOR THE CREDIT OF PARTY OR PARTIES NAMED BELOW

IN AMOUNT STATED PURSUANT TO THE TERMS OF THE LEASE IDENTIFIED HEREIN, FOR THE PERIOD FROM

101182008 1O

101812010 COVERING LESSOR'S INTEREST IN LAND DESCRIBED AS:

Survey: T&P RR Block/Suffix: 54 Township: 5 Section: 2 Short Desc: SE/4 OF SEC 2, BLK 54, T-5, T&PR SVY

PAYMENT OPTION TO EXTEND o oo
LEASE NUMBER  TX1990067-007 LEASE DATE: 10/18/2005 PROSPECT: DIXIE LAND Mikeie
RECORDED: BOOK 717 PAGE 242 ENTRY NUMBER: 5255 COUNTY/PARISH REEVES STATE TX
OR CREDIT OF: AMOUNT
017397 COMMISSIONER OF THE GENERAL LAND o ee

OFFICE OF THE STATE OF TEXAS
STEPHEN F. AUSTIN BUILDING
1700 NORTH CONGRESS, SUITE 600

Acct:
1/2 $10,720.13 FOR ADDITIONAL 2 YRS

5,360.06 ®esee
.

AUSTIN, TX 78701 “eeee
L I
. - ®
"' o
/ W, é
W \%q\ OR
T“ ~
YOUR RECORDS
IMPORTANT i
5,360.06
“he attached check s for the person(s) named above. Please date, sign . BANK SERVICE
ind return the attached receipts on the day you receive it. If directed to Date Received CHARGE $ 0.00
1 bank, please deposit the amount to the credit fo the person(s) named ) CO‘PY FU K :
ibove and date, sign and return the receipt on the day you receive it. If Sign Here . o Grand Total 5.360.06
:orrespondence required, please make reference 1o lease number. R h(_r( )l{UD R k
By YOU R Check No. 36701
Title

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

'.'..‘“.".”."-5.360

*DOLLARS * 06 "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

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

3

DATE
09/05/2008

CHESAPEAKE OPERATING,

6701

AMOUNT
$5,360.06

INC.

Woresgaern. Guegslor
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Date Filed:
Jerry E. Patterson, Commissioner

By




TEXAS GENERAL LAND OFFICE

JERRY PATTERSON, COMMISSIONER

August 19,2010

Craig Barnard, CPL

Chesapeake Exploration LP

PO Box 18496

Oklahoma City, OK 73154-0496

P
Re: State Lease MF 105983¢ SE/4 Sec 2, Blk 54, TS5, T&P RR Co Survey, Reeves Co TX
JoarmeMrcleeod, as agent for State of TX, Book 716, page—HrG'?-
)

Dear Mr. Barnard:

Enclosed is a copy of Chesapeake check no. 181547 dated August 12, 2010, which check
purports to be a 2 year lease extension on the referenced State Lease. The primary term of the
referenced State Lease will expire on September 21, 2010. Without a producing well or a well
capable of producing under this lease, there is no provision for a lease extension.

The referenced lease is an undivided interest under the subject property. There are an additional
six leases with the same description which also will expire on September 21, 2010.

We do not understand why this check was submitted. We welcome your explanation for it. You
may request, in writing, a refund of the amount of the check, $1339.96.

I look forward to hearing from you concerning the purpose for this check.

Yours truly,

Harriet Dunne, CPL
Mineral Leasing, Energy Resources
512-475-1579

512-475-1543 (fax)
harriet.dunne(@glo.state.tx.us

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

www.glo.state.tx.us



! C’HESAPEAKE OPERATING, INC. P.O. BOX 18496 OKLAHOMA CITY, OK 73154
LEASE OBLIGATION DEPOSIT RECEIPT

WE HAVE THIS DAY  AUGUST 12, 2010 TENDERED TO COMMISSIONER OF THE GENERAL LAND

THE SUM OF $1.339.96 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 9/21/2010 TO 9/21/2012
COVERING LESSOR'S INTEREST IN LAND DESCRIBED AS:

TOWNSHIP: 5 RANGE: SECTION: 2 BLOCK: 54/ SURVEY: T&P RR COUNTY: REEVES SHORT DESC: BLOCK 54, SECTION 2, SE4, T & PRR

IS¢l
IECIEIVIE
AUG 172010 10710674

PAYMENT: OPTION TO EXTEND

LEASE NUMBER:_¥X1990067-001 LEASE DATE: 9/21/2005 PROSPECT: DIXIE LAND
RECORDED BO0Ky716>, PAGE: 109, ENTRY NUMBER:5044 COUNTY/PARISH:REEVES STATE: TX
FOR CREOIT OF: ~—r= — ACCT: AMOUNT
e 017397 COMMISSIONER OF THE GENERAL LAND
OF THE STATE OF TEXAS 2 YEAR LEASE EXTENSION $1,339.96

& 1700 N CONGRESS, STE 600
STEPHEN F AUSTIN BUILDING
AUSTIN TX 78701

'COPY

PLEASE SIGN

IMPORTANT Subtotal $1,339.96
The attached check is for the person(s) named above. Please date, Date Received BANK SERVICE
sign and return the attached receipts on the day you receive it. if " CHARGE $.00
directed to a bank, please deposit the amount 1o the credit of the Sign Here

person{s) named above and date, sign and return the receipt on the
day you recieve it. If correspondence required, please make reference

Grand Total $1,339.96
to lease number. By

Title Check No. 181547

4 CHESAREA ERATING, INC;
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CHESAPEAKE OPERATING, INC. P.O. BOX 18496 OKLAHOMA CITY, OK 73154
LEASE OBLIGATION DEPOSIT RECEIPT

WE HAVE THIS DAY  AUGUST 12, 2010 TENDERED TO COMMISSIONER OF THE GENERAL LAND

THE SUM OF $1,339.96 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 9/21/2010 TO 9/21/2012
COVERING LESSOR’S INTEREST IN LAND DESCRIBED AS:

TOWNSHIP: 5 RANGE: SECTION: 2 BLOCK: 54/ SURVEY: T&P RR COUNTY: REEVES SHORT DESC: BLOCK 54, SECTION 2, SE4, T & P RR

10710674

L', PAYMENT: OPTION TO EXTEND

**** [EASE NUMBER: TX1990067-001 LEASE DATE: 9/21/2005 PROSPECT: DIXIE LAND
-:---5 RECORDED BOOK: 716 PAGE: 109 ENTRY NUMBER: 5044 COUNTY/PARISH:REEVES STATE: TX
FOR CREDIT OF: ACCT: "‘Z ﬂ AMOUNT
e 017397 COMMISSIONER OF THE GENERAL LAND o /t-(/"v
s ‘eee OF THE STATE OF TEXAS 2 YEAR LEASE EXTENSION \L\m ,339.96
s 1700 N CONGRESS, STE 600
il STEPHEN F AUSTIN BUILDING .\(\
.
oy AUSTIN TX 78701 MF05982 D \
' L] .. .
IMPORTANT Subtotal $1,339.96
The attached check is for the person(s) named above. Please date, Date Received BANK SERVICE
sign and return the attached receipts an the day you receive it. If CHARGE $.00
directed to a bank, please deposit the amount to the credit of the Sign Here
, Sign [{ f h pCel h
g::vs?fr::]l:calre':?lla.wv:‘:l?re‘gpgztdinf:egreg:lt:ede.“:)l:a‘scen::ii ?L?‘;?er:cz B Grand Total $1,339.96
to lease number. y. T Check No. 181547
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CHESAPEAKE OPERATING, INC. P.O. BOX 18496 OKLAHOMA CITY, OK 73154
LEASE OBLIGATION DEPOSIT RECEIPT

WE HAVE THIS DAY AUGUST 12, 2010 TENDERED TO COMMISSIONER OF THE GENERAL LAND

THE SUM OF $1,339.96 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 9/21/2010 TO 9/21/2012
COVERING LESSOR’S INTEREST IN LAND DESCRIBED AS:

TOWNSHIP: 5 RANGE: SECTION: 2 BLOCK: 54/ SURVEY: T&P RR COUNTY: REEVES SHORT DESC: BLOCK 54, SECTION 2, SE4, T & PRR

PAYMENT: OPTION TO EXTEND
LEASE NUMBER: TX1990067-001 LEASE DATE: 9/21/2005 PROSPECT: DIXIE LAND
RECORDED BOOK: 716 PAGE: 109 ENTRY NUMBER: 5044 COUNTY/PARISH:REEVES STATE: TX
FOR CREDIT OF: ACCT: AMOUNT
017397 COMMISSIONER OF THE GENERAL LAND

OF THE STATE OF TEXAS 2 YEAR LEASE EXTENSION $1,339.96

1700 N CONGRESS, STE 600
STEPHEN F AUSTIN BUILDING

AUSTIN TX 78701
IMPORTANT Subtotal $1,339.96
The attached check is for the person(s) named above. Please date, Date Received BANK SERVICE
sign and return the attached receipts on the day you receive it. If CHARGE $.00
directed to a bank, please deposit the amount to the credit of the Sign Here
person(s) named above and date, sign and return the receipt on the Grand Total $1,339.96
day you recieve it. I correspondence required, please make reference g
to lease number By
Title Check No. 181547
CHESAPEAKE OPERATlNG, INC. Bank of Oklahoma, N.A.
DELAY RENTAL ACCOUNT Oklahoma City, OK 181547
P.O. Box 18496 T
Oklahoma City, OK 73154
Date Amount
AUGUST 12, 2010 $1,339.96
ONE THOUSAND THREE HUNDRED THIRTY-NINE AND 96 /100 Dollars ********ssxss
Pay to
The VOID AFTER 120 DAYS
Oirder COMMISSIONER OF THE GENERAL LAND NO THIRD PARTY ENDORSEMENTS
of OF THE STATE OF TEXAS
1700 N CONGRESS, STE 600
STEPHEN F AUSTIN BUILDING Non-Negotiable
AUSTIN TX 78701
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