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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 & Glas Leasing and Propenties
1502 NORTH BIG SPRING
P.O. BOX 3123
MIDLAND, TEXAS 79702-3123

November 4, 2005

Mr. Drew Reid

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

RE: All of Section 36
Blk 57, T2, T&P RR Co Survey
Reeves County, Texas

Dear Mr. Reid:

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

The terms are $302.00 per acre (including paid up rentals for the first two years) for a five year
paid up lease with 1/4th royalty. Year 4 to be paid at $301.00 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, / P
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William A. Chalfant, CPL
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Transaction £ 4974

Lessor- Long, Ricki Lewis

Lesses: Chalfant Properties, Inc.

LEASE DESCRIPTION

County PINE
reeves (V) - o

TERMS DFFERED

Primary Term: 5 years
Bonus/Acre: $300.00
Rental/Acre: $1.00

ﬂnvm: 1/4

COMPARISONS
MF i Lesses

RAL REVIEW SHEET

Geologist: R. Widmayer
Lease Date: 10/31/2005 n U
Acres: 640
BasgFilaNo Part Sec. Block Twp  Survey Abst#
92590 ALL 36 57 028 T&PRYCO 2358
TERMS RECOMMENDED
Primary Term 5 years
Bonus/Acre $300.00
Rental/Acre $1.00
nuyany 1/4
Date Term  Bonus/Ac.  Rental/Ac.  Royalty  Distance

Last Lease

Comments: Paid up rentals for 2nd and 3rd years. 4th year rental will be $301.00 per acre including the 5th year rental.

Approved: O/ S 12| -os

Thursday, December 01, 2005

-
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RELINQUISHMENT ACT LEASE APPLICATION

Texas General Land Office Jerry Patterson, Commissioner

TO: Jerry Patterson, Commissioner DATE:  0lI-Dec-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: 1/4 Rental/Acre $1.00

Consideration

Recommended: @_Q) Date: [2: |05

Not Recommended:

Comments: Paid up rentals for 2nd and 3rd years. 4th year rental will be $301.00 per acre including the 5th year
rental.

Kease Form
Recommended: &4/ Date: /2 / / 3/ o5

Not Recommended:

Comments:

Louis Renaud, Deputy Commissioner Date: / —3-2 ¢

Recommended: (7 <& /2.
Not Recommended:

Bill Warnick, General Counsel Date: | / / 5/ ol

Recommended: ! N N

Not Recommended:

Larry Laine, Chief Clerk Date: | /}) /U'L?

Approved: . Z 21__ -

Not Approved:

’ ')
Jerry Patterson, ,C(ﬁﬁmissioner Date: [ i..) ‘J"W C k
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WILLIAM A. CHALFANT, CPL Ofc: (432) 684-9819

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

CHALFANT PROPERTIES, INC.
O & Gas _fe..uc'uj and Properties
1502 NORTH BIG SPRING
P.O.BOX 3123
MIDLAND, TEXAS 79702-3123

March 15, 2006

Mr. Drew Reid

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

RE: Section 36, Block 57, Twp 2
T&P RR Co Survey
Reeves County, Texas

Dear Mr. Reid:
Enclosed please find a certified copy of Qil and Gas Lease from the following:
i 1% Qil and Gas Lease dated October 31, 2005, from_The State of Texas, acting by and

through its agent, Ricki Lewis Long, dealing in his sole and separate property,
covering his interest in 20.0 net mineral acres in Section 2, Block 54, Twp 5 T&P RR Co

Survey. The State of Texas to receive lease bonus payment of $12,076.98.

Also enclosed is a check in the amount of $12,201.98, 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/mkc
enclosures

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



CHALFANT PROPERTIES, INC. |/ WEST TEXAS NATIONAL BANK

LEASE BONUS CLEARING ACCOUNT MIOLAND, T2 70705 7607
(432) 684-9819
P.O. BOX 3123
. MIDLAND, TX 79702 315/2006
PAY TO 2 ML )
THE ORDER .y = N e e
¥ I'EXAS GENERAL LAND OFFICE $7*12.201.98
3 » » T a e » > | AXEEEXERR R AR R R R R R RN A EREREREERTE R ER LS
I'welve Thousand Two Hundred One and 98/100 / DOLLARS
/ @ o
I'EXAS GENERAL LAND OFFICE A ‘

1700 NORTH CONGRESS AVE.
AUSTIN, TX 78701

/ /
B AT .. L4/ J
Memo l-case Bonus & State Filing Fee: See 36, Blk 57. T2, T&l g f/—éi?-l// ~
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Revised, September 1997
OIL AND GAS LEASE

THIS AGREEMENT is made and entered into this 31st day of October, 2005, between the State of Texas, acting by and through its agent, Ricki
Lewis Long, dealing in his sole and separate property, care of Steve Long 5214 68" Street, Suite 100, Lubbock, TX 79424 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 hercinafier called
Lessee.

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

Block 57, Township 2, T&P RR Co Survey
Section 36: All

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

To the State of Texas: Twelve Thousand Seventy Six and 98/100

Dollars ($12,076.98)
To the owner of the soil: Twelve Thousand Seventy Six and 98/100
Dollars ($12,076.98)
Total bonus consideration: Twenty Four Thousand One Hundred Fifty Three and 96/100
Dollars (§ 24,153.96)
The total bonus ideration paid rep a bonus of Three Hundred Two Dollars ($302.00) per acre, on 79.98 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 quantitics® 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 termmate,
unless on or before such anniversary date Lessee shall pay or tender to the owner of the soil or to his credit in
the **_THIS IS A PAID-UP LEASE: SEE PARAGRAPH 40 ** Bank, at or its successors (which shall continue as the depository regardless of
changes in the ownership of said land), the amount specified below; in addition, Lessee shall pay or tender to the COMMISSIONER OF THE GENERAL
LAND OFFICE OF THE STATE OF TEXAS, AT AUSTIN, TEXAS, a like sum on or before said date. Payments under this paragraph shall operate as a
rental and shall cover the privilege of deferring the commencement of a well for one (1) year from said date. Payments under this paragraph shall be in the
following amounts:

To the owner of the soil:

Dollars (§ )
To the State of Texas:

Dollars (§ )
Total Rental:

Dollars (S )

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 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 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.

s Jrue and Correct
TR copy of
Original filed in
Reeves County
Clerks Office
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3 Eﬁy L (50%) or the highest t accruing 1o a third party processing gas through such plant under a processing agreement negotiated at arm's length
(or if there i

4. PRODUCTION ROYALTIES. Upon production of oil and/or gas, Lessec 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
1/4th 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 hiﬂm 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 oil and gas
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.

NON PROCESSED GAS. Royalty on any gas (including flared gas), which is defined as all hydrocarbons and ga substances not defined
as oil in su(bl:)arwaph (A) above, produced frgmlzny well on said land (except as provided herein with respect to gas pro_cessedsl.:?;;mt for the extraction of
gasoline, liquid hydrocarbons or other products) shall be 1/ pant of the gross production or the market value thereof|, at the
option of the owner of the soil or the issioner of the General undlaf’ﬁoe.sun_h vall.:edlobe"_:ﬁdnrhu:h mm:r_l;;pm_ep‘;:dunﬂ’and ﬁ;’gslh(::
com| le ity in the area where ced and when run, or ce or o to the p A ver is the greater; prov:

the maxnnp“'b u:';lmm“y bai.:li:ﬂ y uupg:uunder this lease shall not ﬁyp:‘mpe:md 14.65 pounds per squarc inch absolute, and the standard base
temperature shall be sixty (60) degrees Eahmﬂ:eit. correction 1o be made for pressure according to Boyle's Law, and for specific gravity according 1o tests
rnnd'; 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 part of the residuc gas and the l? id 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 {ﬁmt (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 luu;&:owded that if liquid hydrocarbons are recovered from
processed in a plant in which (or its parent, subsidiary or affiliate) owns an i then the per licable to liquid hyd bons shall be

. 1.4

is no such third party, the highest percent then being specified in processing agreements or contracts in the industry), whichever is the greater. The

ive royalties on residue gas lﬂ?ﬂﬂ Imid 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 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 by fractionating, burning or any other processing shall be 1/4th
part of the gross production of such products, or the market value thereof, at the option of the owner of the soil or the Commissioner of the General Land
Office, such market value 1o be determined as follows: 1) on the basis of the highest market price of each product for the same month in which such product is
produced, or 2) on the basis of the average gross sale price of each product for the same month in which such products are produced, whichever is the greater.

5. MINIMUM ROYALTY. Duﬂn&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, ire that the
pol#nml 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

ice'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 r:gﬂlics 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 royalty shall be payable on any gas as may represent this lease's proportionate share of eny fuel
used to pi gas produced h der in nnygmoming 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 ﬁrgnﬂinﬂegmpommlhelmd premises or for injection into
any oil or gas producing formation und;?ing the leased premises after the liquid hydrocarbons contained in the gas have been removed; no royalties shall be
payable on the recycled gas until it is produced and sold or used by Lessee in a manner which entitles the royalty owners 1o a royalty under this :

9. ROYALTY PAYMENTS AND REPORTS. All royalties not taken in kind shall be paid to the Commissioner of the General Land Office ot
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 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

|

True and Correct

copy of
Jriginal filed in
Heaves County
Llerks Office
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and matkel valuc including gas meter readings. pipehing receipts gas hing receipts and other checks or memoranda of amount produced and put into pipelines. anks ™
pools and gas lincs o gas storage. and any other repons or records which the General Land Office may require 1o venfy the gross production, dispasition and mark e
value. In all cases the authority of a manager of agent 1o act for the Lessee herein must be filed in the Gieneral Land Office Each royalry payment shall he accompanied
by a check stub, schedule, summary or oiher reminance advice showing by the assigned General Land Office lease number the smount of royalry being paid on each
lease, IM Lessee pays his royalry on or before thirry (30) days after the royalty payment was due. then Lessce owes & penalty of 5% on the royalty or $25.00, whichever
13 greater. A royalty payment which is over thirty (30) days late shall accrue a penalry of 10% of the royalty due or $25.00 whichever is greater. In addition to a penalry,
royalues shall accrue wnlerest at a rate of 12% per year. such interest wall begin accruing when the royalty i3 sixty (60) days overdue Affidavils and supporuing
documents which are not filed when duc shall incur a penalty in an amount se1 by the General Land Office sdministrative rule which 15 effective on the date when the
affidavits or supporting documents were due The Lessee shall bear all responsibility for paying or causing royaltics 10 be paid as prescribed by the due date provided
herein. Payment of the delinquency penalty shall in no way operate 1o prohibit the State's right of forfeiture as provided by law nor act to postpone the date on which
foyaliies were onginally due The above penalty provisions shall not apply n cases of tide dispute a3 to the Sute’s portion of the royalry or 1o that portion of the royalry
in dispute as to far market value
10 (A) RESERVES. CONTRACTS AND OTHER RECORDS Lessee shall annually furnish the Commissioner of the General Land Office with iis best
possible esimate of o1l and gas reserves underlying this lease or allocable 1o this lease and shall furmish said Commissioner wath copies of sll contracts under which gas
13 30ld or processed and all subsequent agreements and amendments 1o such contracts within thirry (30) days afler entering into or making such confracts. agreements or
d Such and ags when received by the General Land Office shall be held in confidence by the Genersl Land Office unless otherwise
authonzed by Lessec All other contracts and records peraining 1o the production. transporation, sale and marketing of the oil and gas produced on said premises,
ncluding the books and accounts. receipts and discharges of all wells, Lnks, pools, meters. and pipelines shall at all imes be subject 1o inspection and examinalion by
the Commissiancr of the Gieneral Land Office. 1the Anarney General the Governor or the representative of any of them

(B) PERMITS. DRILLING RECORDS  Wrinen antice of all operaninns on this lease shall be submiticd to the Commissioner of the (iencral 1.and
Ofice by Lessce or operator five (3) days before spud datc. workover, re-<<niry, lemporary abandonment or plug and abandonment of any well or wells Such wrinen
notice 10 the General Land Office shall include copres of Railroad Commission forms for application to dnill Copies of well tess, completion repons and plugging
fepons shall be supplicd to the General Land Office at the ime they are filed with the Texas Railroad Commuission All applications. permits, repons o other filings thal
teference this lcase or any specific well on the leased premises and that are submined 1o the Texas Railroad Commission or any other governmentsl agency shall
include the word “Swate™ in the hile Addimonaily, in sccordance with Railroad Commission rulcs. any signage on the leasod premises for 1he purpose of identifving
wells, ank battcries or other associated improvements (o the land must also include the word "State * Lessce shall supply the General Land Office with any records
memoranda, accounts. reports, cuntings and cores. or other information relative 10 the operahion of the above-described premises, which may be requested by the
General Land Office. 1n addition to those herein expressly provided for Lessee shall have an electncal and/or radioactiviry 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 cansmit a true copy of the log of cch survey on
cach well to the General Land OfTice 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 1n the General Land Office when due The
penalry 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 Genersl Land Office

11 DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If . dunng the pnmary term hereol and prior to discovery and
production of o1l or gas on said land. Lessee should drill a dry hole or holes thercon, or if during the primary term hereof and afier the discovery and actusl production
ol 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 expirtion of sixty (60) days
from date of complenion of said dry hole or cessation of production Lessee commences additional drilling or reworking operations thereon. of pays of tenders the next
annual delay rental in the same manner as provided in this lease [ during the last year of the pnimary term or within sixty (60) days pnor thereto. a dry hole he
complcicd and abandoncd. or the production of o1l or gas should cease for any cause. Lessee’'s nghts shall remain in full force and effec without further operations unuil
the expiration of the primary term. and 1l Lessee has not r d prod in paying q at the expi of the pnmary term. Lessec may maintain (his lease
by conducting additional drilling of reworking operations pursusni 1o Paragraph 1), using the expiration of the primary term a3 the date of cessation of production under
Paragraph |3 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 pnmary 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 expirstion of sixry (60) days
from the datc of completion of such shut-in oil or gas well and upon the failure to make such payment, this lease shall ipso facto I a1 the exp af the
primary term or any fime thereafier a shut-in o1l or gas well 15 located on the leased premises. payments may be made in accordance with the shut-in provisions hereol

12 DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM If. at the expiration of the primary term. neither o1l nor gas is being
produced on said Tand, but Lessee 15 then engaged i dnilling or reworking operations thereon. this lease shall remain in force 5o long as operstions on said well or for
drilling of reworking of any add | well are p d in good faith and in workmanlike manner without interruptions towling more than sixty (60) days during any
onc such operation, and if they result in the production of ol and/or gas, so long thereafter as 01l and/or gas 15 produced in paying quantitics from said land. or payment
of shut-in oil or gas well royaltics or compensatory royaltics 1s made as provided in this lasc

1) CESSATION. DRILLING. AND REWORKING If, afer the expiration of the primary term. production of oil or gas from the leased premises. afier
once oblained, should ceasc from any cause. this Iease shall not terminate if Lessee commences sddinonal drilling or reworking operations within sixty (60) days afict
such cessahion, and this leasc shall remain in full force and effect for so long as such operations continue in good faith and in workmanlike manner without interruptions
toaling more than sixty (60) days I such dnilling or reworking operations result 1n the production of oil or gas. the lease shall remain n full force and effect for so long
as o1l or gas is produced from the lcased premises in paying quantitics or payment of shul-in oil or gas well royalties or payment of compensatory royalties 15 made a3
provided hercin 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 Lessec
commences additional drilling or reworking operstions within sixty (60) days after the completion of the well as a dry hole, and this lease shall remain in effect so long

5 Lessee continucs drilling or reworking operations in good faith and in » workmanlike manner without interruptions totaling more than sixty (60) days. Lessee shall
gIvE writien notice to the General Land Office within thirty (30) days of any cessation of production

14 SHUT-IN ROYALTIES For purposes of this paragraph. “well® means any well that has been assigned 8 well number by the suate agency having
Junsdiction over the production of oul and gas I, at any time after the expiration of the primary term of a lease that until being shul in. was being maintained in
force and efcct. 3 well capable of producing o1l or gas in paying Quantities is located on the leased premises. but oil or gas is not being produced for lack of
suilable production facilities or lack of a susable marker, then Lessee may pay as 3 shut-in oil or gas royalry an amouni equal 1o double the annual rental provided in
the lease, but not less than $1.200 a year for cach well capable of producing o1l or gas in paying quantitics I Paragraph ) 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. To be effective. cach initial shut-in ol or gas royalry

True and Correct
opy of

Original filed in
E

Heaves County
Clerks Office
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must be paid on of before (1) the expiration of the primans term. (2) 60 days afier the Lessee ceases 1o produce o1l or gas from the leased premises, of (1) 60 days after
Lessce completes a drilling or reworking operation 1n accordance with the lease provisions, whichever date 15 lstest Such payment shall he made one-half (1721 1o the
Commussioner of the General Land Office and anc-half (172) 1o the owner of the soil 1T the shut-in oil or gas royalty is paid. the Icasc shall be considered 10 be 3
producing lcase and the payment shall extend the term of the lcase for a period of one year from the ¢nd of the primany 1erm, of from the first dav nf the month
following the month in which production ccased. and. afler that. i no sustable production facilities or sutable marker for the oil 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 ycar

15 COMPENSATORY ROYALTIES If during the period the lease 15 kept in effect by payment of the shutin ail or gas royalry, oil or gas s sald and
dehivered in paying quantities from a well located within one thousand (1.000) feet of the leased premises and compleied in the same Producing reservoir, Of in any Case
n which drainage 15 occurming the night 1o continue 10 mainwin the lease by paying the shut-in a1l of gas royalty shall cease. bul Ihe Iease shall reman effective for ihe
renainder of the year for which the royalty has been paid The Lessec may maintain the lease for four more successive years by Lessee paying compensalory rayalry 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 p The pe y royalty is 1o be paid monthly, one-half (1/72) to the Commussioner of the General Land
Office and onc-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 1s completed in the same producing reservoir and located within ane thousand (1.000) feet of the laased premises. If the compensatory
royalty paid in any |2-month period 15 1n an amouni Icss than the annual shut-in oil or gas royalry, Lessec shall pay an amount cqual 10 the difference within thirry (101
days from the end of the 12-month period Compensatory royalty payments which are not timely paid will accrue penalry and interest in accordance with Paragraph 9 of
Uns lcase Nonc of these provisions will rehieve Lessee of the obligation of reasonable development nor the obligation to dnil offset wells as provided in Texas Natural

Resources Code 52 17), however. an the determination of the Cammissioner, and with the Commissioner’s wrinen approval. the payment af compensainry rovalties can
salisfy the obligation 1o drill offsei wellsy

16 RETAINED ACREAGF  Notwithstanding any provision of this leasc 10 the contrary, sfier a well producing or capable of producing o1l or gas has
teen completed on the leased premises. Lessce shall exercise the diligence of a reasonably prudent operator in dnlling such additional well or wells as may be
reasonably necessary for the proper development of the Icased premises and in marketing the production thereon

(A) VERTICAL- in the cvent Uus lcasc 15 in force and effect two (2) ycars afier the expirstion date of the pnmary or extended term it shall then terminate
s 10 all of the lcased premises. EXCEPT (1) 40 scres surrounding cach oil well capable of p § in paying g s and J20 acres surrounding cach gas well
capable of producing in paying quaniities (including a shut-in oil or gas well as provided in Pnn;r‘ph 14 hercon or a well upon which Lessec is then engaged n
continuous drilling or reworking operations. of (2) the number of acres included in 8 producing pooled unit pursuani 10 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 10 & prorstion unit for each such producing well under the rules and
regulations of the Railroad Commission of Texas, of any successor agency. of other gover 1 suth

y having junsd: 17 at any time after the cMective date of
ihe panial lermination provisions hereol. the applicable ficld rules arc changed or the well or wells located thereon are reclassified so that less acrcage is thereafier
allocated 10 sa1d well or wells for production purposes. this lease shall th astoall g¢ not therea fler allocated to said well or wells for production

purposcs. Notwathstanding the termination of this lcasc as 1o a portion of the lands covered hereby, Lessee shall nevertheless continue 1o have the right of ingress 1o and
cgress from the lands sull subject 10 this lease for all purposes described in Parugruph | hereof, together with casements and nights-of-way for existing roads. existing

pipelines and other existing facililics 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 transporation of oil, gas and other mincrals produced from the retained lands

(D) HORIZONTAL In the event this lease 15 in force and effect 1wo (2) years afler the expiration date of the primary ot extended term it shall further
wrminaie as 10 all depths below 100 foct below the total depth drilled (hercinafler “deeper depths®) in cach well located on scraage rewined in Paragraph 16 (A) above,
unless on of before two (2) years afier the primary or extended term Lessec pays an amount equal 10 one-half (1/2) of the bonus onginally paid a3 consideration for this
leasc (as spocified on page | hercof). If such amount is pard. s lease shall be in force and effect as 10 such decper depths. and said termination shall be delayed for an
sdditional period of two (2) years and 5o long thereafter as o1l or gas 1s produced in paying quantities from such deeper depths covered by this lease.

(C) IDENTIFICATION AND FILING. The surface acreage retained hercunder as 1o cach well shall, a3 nearly as practical, be in the form of s square with
the well located in the center thereol or such other shape as may be spproved by the Commissioner of the General Land Office. Within thirty (30) days after parial
termination of this lcase as provided herein, Lessee shall execute and record a release or releases conwining a satisfaciory legal description of the acreage and/or depths
ol retained hereunder The recorded release. or a cenified copy of same. shall be filed in the Genernl Land Office. accompanied by the filing fee prescnbed by ihe
General Land Ofice rules in ¢fTect on the date the relcase 13 filed I Lessec fails or refuses 10 execule and record such release or releases within ninety (90) days afler
heing requesicd 1o do o by the General Land Office. then the Commissioner at hus sole discrenion may designale by wrinien instrument the acreage and/or depihs 1o be

teleascd hereunder and record such instrument a1 Lessec’s expense in the county of counlics where the lease is located and in the official records of the Genensl Land
OfMice and such designation shall be binding upon Lessee for all purposes

17 OFFSET WELLS Neither the bonus. delay rentals. nor royaltics paid, or to be paid, under this lease shall relieve Lessee of his obligation to protect
the oil and gas under the above-descnibed land from being drained Lessce, sublessee. receiver or other agent in control of the leased premises shall dnlil as many wells
a5 the facts may justify and shall usc appropriate means and dnill 1o & depth necessary to prevent unduc drainage of oil and gas from the lcased premises, In sddition, of
o1l and/or gas should be produced 1n commercial quantities within 1,000 feet of the lcased premiscs, of in any case where the lcasad premises is being drained by
production of oil or gas, the Lessce, sublessce. receiver or other agent in control of the leased premises shall in good faith begin the dnlling of 8 well or wells upon the
leased premises within 100 days afier the draining well or wells or the well or wells completed within 1,000 feet of the leased premises stan producing in commercial
quantitics and shall prosecute such drilling with diligence Failure 1o satisfy the swatutory offset obligation may subject this lease and the owner of the soil’s agency
rights 10 forfeiture. Only upon the determination of the Commissioner of the General Land Office and with his wnifien approval may the payment of compensatony
toyalty under applicable satutory paramecters satisfy the obligation to dnll an offset well or wells required under this panigraph

18, FORCE MAJEURE I{ sfter 3 good faith effort, Lessce i1s prevented from complying with any express or implied covenant of this laase. from
conducting drilling operanions on the leased premuses, or rom producing oil or gas from the lcased premises by reason of war, rebellion, nots, stnkes, scts of God. of
any valid order, rule or regulation of government authonry, then while 5o prevented, Lessec's obligation 1o comply with such covenant shall be suspended and Lessee
shall not be liable for damages for Gilure to comply with such covenants, additionally, this lease shall be extended while Lessec is prevented, by any such cause, from
conducning dnlling and reworking operations of from producing oil or gas from the leased premises However, nothing in this paragraph shall suspend the payment of
delay rentals in order 1o mainwin this lease in ¢fect during the primary term in the absence of such dnlling or reworking operstions of production of oil or gas
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19 WARRANTY CLAUSE The awner of the soil warrants and agrees to defend tide 10 the Ieased premises | ihe owner of the wil defaults in paymenis
owed on the leased premises. then | essov may redeem the nights of the awner of the soil 1n the lcased premiscs by paying any mongage laves or ather higns on The

leased premises 11 Lessce makes pavments an hehall of the owner of the soil under this paragraph | cssee may recover the cost of these payments fiom the rental and
rovaltics due the nwner 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 Lessec’s interest 15 specificd herein. then the royalties and rental herein provided 10 be pard 1o the owner of the soil shall be paid to him in the
proportion which his interest bears 10 the entire undivided surface estate and the royalics and rental herein provided 1o be paid 1o the Commissioner of the General
Land OfMice of the Suate of Texas shall be likewise proportionatcly reduced However, before Lessee adjusts the royalty or rental due 1o the Commissioner of the
Genersl Land Office. Lessee or his authonzed representative must submit 1o the Commissioner of the General Land Office a wrinten statement which explains the
discrepancy between the interest purponedly leased under this lease and the acrual interest owned by the owner of the soil The Commussioner of the Cicnersl Land
Office shall be paid the value of the whole production allocable 10 any undivided interest not covered hy a lease, less the proponionate development and production cost
allocable 1o such undivided interest However, in no event shall the Commissioner of the General Land Office receive a3 a royslty on the gross production allocable 1o
the undivided interest not lcased an amount less than the value of onc-sixteenth (1716) of such gross production

(B) REDUCTION OF PAYMENTS If. dunng the primary term. & portion of the land covered by this lease 15 included within the boundaries of a
pooled unil 1hat 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
tme after the expiration of the primary term of the extended ferm. this lcase covers a lesser number of acres than the 1ol amount described hercin, payments thal are
made on a per acre basis hereunder shall be reduced according 1o the number of acres pooled, released. surendered. or otherwise severed, 3o that payments determined

©n a per acre basis under the terms of this lease duning the pnmary term shall be calculated based upon the number of scres outside the boundarnies of 8 pooled unn. or.
il afler 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. Lessee shall not use polable water or water suitable for livestock o irigation purposcs for waterflood operanions
withoul ihe prior consent of the owner of the soil

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

1) PIPELINE DEPTH When requested by the owner of the soil. Lessee shall bury us pipelines below plow depth

14 WELL LOCATION LIMIT No well shall be drilled nearer than two hundred (200) feet 10 any house of barn now on said premises without the writien
consent of the owner of the soil

15 POLLUTION In developing this area. Lessec shall use the highest degree of care and all proper safeguards to prevent pollution. Without limiting the
foregoing. pollution of coastal wetlands. narural waterways, rivers and impounded water shall be prevented by the use of containment facilities sufficient to. prevent
spilluge, secpage or ground waler conamination In the cvent of pollution, Lessee shall use all means at us disposal to recapture all escaped hydrocarbons or other
pollutant and shall be responsible for all damage 10 public and private properties. Lessee shall build and maintain fences around nts slush, sump, and drainage pits and
nk baticries 50 as lo protect livestock against loss, damage or injury, and upon completion or abandanment of any well or wells, Lessee shall fill and level all slush
pits and cellars and completely clean up the dnlling site of all rubbish thereon Lessce shall, while conducting operations on the lcased premises, keep said premises free

ofall rubbish. cans, bortles, paper cups or garbage. and upon completion of operations shall restore the surface of the land 1o as near its onginal condition and contours
a5 15 pacikcable Tanks and equipment will be kept painted and presentable

26 REMOVAL OF EQUIPMENT Subject 1o limitations in this paragraph. Lessee shall have the right to remove machinery and fixtures placed by Lessce
on the lcased premises, including the right 1o draw and remove casing. within one hundred twenry (120) days afier the expiration or the termination of this lcase 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 quantitics Additionally, Lessce may not draw and remove casing until after thirty (30) days wnften notice 1o the Commissioner of the General Land Office and

1u the owner ol the soil. The owner of the soil shall become the owner of any machinery, fixtures, or casing which are nol timely removed by Lessee under the terms of
Unis paragraph,

27. (A) ASSIGNMENTS. Under the conditions contained in this paragraph and Paragraph 29 of this lease. the nghts and esuates of either party to this
lcase may be assigned, in whole or in part, and the provisions of this lease shall extend 10 and be binding upon their heirs, devisees. legal representatives. successors and
assigns. However, s change or division in ownership of the land. rentals. or royalties will not enlarge the obligations of Lessce. diminish the rights, pnvileges and
estates of Lessec. impair the cfTectiveness of any psyment made by Lessee or imparr the effectivencss of any sct performed by Lessee And no change or division in
ownership of the land, rentals, or royalties shall bind Lessee for any purpose until thirry (30) days afier the owner of the soil (or his heirs, devisces, legal represenuanives
uf a3sgns) furmnishes the Lessce with satisfactory wntien evidence of the change in ownership. including the onginal ded of title (of & cerified copy of
such onginal) when the ownership changed because of a conveyance A total or partial assignment of this lease shall. 10 the exient of the interest assigned. relieve and
discharge Lessec of all subscquent obligations under this laase I this lease 1s assigned in its entircty as 10 only pan of the acreage, the nght and option 1o pay rentals
shall be apportioned as berween the several owners raubly, according to the area of each, and failure by one or mare of them to pay his share of the rental shall not
alTect this lease on the pant of the land upon which pro rata rentals are timely paid or tendered. h . il the of assignee does not file a cenified 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 Parsgraph J

Every assignee shall succeed 1o all rights and be subject o all obligations, liabilities. and penaltics owed 10 the Suaie by the original lessee of any prior assignee of the
lease, including any Liabilitics 10 the State for unpaid royalties

(B) ASSIGNMENT LIMITATION Norwithstanding any provision in Paragraph 27(a), +f the owner of the soil acquares this lease in whole or i pad
hy assignment withoul the prior wrinten approval of the Commussioncr of the General Land Office. this lcase 15 void as of the ime of assignment and the agency power
of the owner may be forfeited by the Commussioner An assignment will be treated as if it were made to the owner of the s0il i the assignec 18

(1) a nomince of the owner of the soil.

(2) » corporation or subsidiary in which the owner of the soil is a principal siockholder or 13 an employee of such & corporstion or subsidian
(3) s pantnership in which the owner of the soil is a paniner or is an employee of such a pannership,

(4) a pnncipal stockholder or employece of the corporation which i the owner of the soil.

(5) a partner or employee in a parincrship which is the owner of the soil
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(6) a fiduciany for the owner of the soil, including but not limited 10 8 guardian, trusiee. excculor administrator. recerver, of conservator-for the
owngr of the soil, or
(7)a family member of the owner of the soil or related 1o the owner of the soil by marriage. blood. or adoplion
28 RELEASES Under the conditions contained in this paragraph and Paragraph 29, Lessee may st any time execute and deliver to the owner of the soil
and place of record a relcase or releases covering any portion or portions of the leased premises, and thereby surmender 1his lease a5 10 such portion or portions. and be
rehicved of all subscquent obligations as to acreage surrendered [ any pan of this lease 1s properly surrendered, the delay rental duc under this leasc shall be reduced by
the proponion that the surrendered screage bears 1o the acreage which was covered by this lease immedistely prior 10 such surrender, however, such release will not
relicve Lessee of any liabiliies which may have accrued' under this lease paor 1o the surrender of such acreage

19 FILING OF ASSIGNMENTS AND RELEASES 1Tall or any pan of this lease 13 assigned of released. such assignment of release must be recorded
in (he county where the 1and 15 situated, and the recorded insrument o & copy of the recorded instrument cerified by the County Clerk of the county in which (he
nsirument 13 recorded. must be filed in the General Land Office within 90 days of the last execution dale accompanied by the prescnbed filing fee 11 any such
assignment 15 not 30 filed. the nghts acquired under this lease shall be subject 1o forfeiture at the option of the Commissioner of the General Land Office

30. DISCLOSURE CLAUSE. AJl provisions peraining 10 the lcase of the above-described land have been included in this luding the
saiement of the true consideration 10 be paid for the execution of this lease and the rights and duties of the parmies Any collstersl agreements concerning the

development of oil and gas from the leased premiscs which are not contained in this Icase render this lease iavalid

31 FIDUCIARY DUTY The owner of the soil owes the Statc a fiduciary duty and must fully disclose any facts affccting the State’s interest in the leased
premises When the interests of the owner of the sorl conflict with those of the State. the owner of the soil 15 obligated 10 put the Staie’s interesis before his personal
inicresis

32 FORFEITURE If Lessee shall fail or refuse 1o make the payment of any sum within thirmy days sfier it becomes due, or if Lessee or an authorized
agent should knowingly make any false rerurn or false repon conceming production or dnilling, or if Lessee shall (il or refuse 1o drill any offsct well or wells in good
fanth as required by law and the rules and regulations adopled by the Commissioner of the General Land Office. or if Lessee should fail to file reports in the manner
required by law or fail 1o comply wath rules and regulations promulgated by the General Land Office, the School Land Board. or the Railroad Commission, or if Lessee
should refuse the proper authoriry sccess 1o the records pertaining 10 operstions, or if Lessee or an authonzed sgent should knowingly fail or refuse 10 give correct
information 10 the proper authority. of knowingly fail or refuse 10 furnish the General Land Office » comrect log of sny well, or if Lessee shall knowingly violate any of
the maicnal provisions of this icase, or if tis lease 15 assigned and the assignment 15 not filed in the Genersl Land Office as required by law, the nghts scquired under
this lease shall be subject 1o forfeiture by the Commissioner, and he shall forfest same when sufficiently informed of the facts which suthonze s forfeirure, 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 sutomatic
termination of this lease by operation of law of by reason of any special limitation ansing hereunder. Forfeitures may be set aside and this lease and all nghts thereunder

reinstaied before the rights of another intervene upon satisfactory cvid 1o the C of the General Land Office of furure compliance with the provisions of
the law and of this lcas¢ and the rules and regulations that may be sdopted relative hereto

33 LIEN Inaccordance with Texas Natural Resources Code 52 136, the Staie shall have a first licn upon sll oil snd gas produced from the aes covered
by this lcasc 10 secure payment of all unpaid royalty and other sums of money that may become due under this lease By accepuance of this lease. Lessee grants the
Sute, in addition to the lien provided by Texas Natursl Resources Code 52.136 and any other applicable sututory lien. an express contractual lien on and secunty
wicrest in all leased minerals in and extracicd 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 a third parry, and all fixtures on snd improvements 10 the leased premises used in connection with the production of processing of
such leased minerals in order to secure the payment of all royalties or other amounis due of to become due under this lcase and 1o secure payment of any damages or
loss that Lessor may suffer by reason of Lessces braach of any covenant or condition of this lease, whether express o imphied. This lien and secunity interest may be
foreclosed with or without coun p dings in the manner provided in the Title |, Chapter § of the Texas Business and Commerce Code. Lessce agrocs thal the
Commussioner may require Lessec 10 execule and record such instruments as may be reasonably necessary to scknowledge, atach or perfect this lien. Lessee hereby
represents that there wre no prior or supenior liens arising from and relating 10 Lessee’s activitics upon the above-described property or from Lessee’s scquisition of this
lcase. Should the Commissioncr at any lime determine that this representation is not true, then the Commissioner may declare this lease forfeited as provided herein

J4. POOLING Lessce 15 hercby granicd the right to pool or unitize the royalry interest of the owner of the s0il under this lcase with any oiher leaschold
or mincral interest for the cxploration, development and production of oil or gas or cither of them upon the same terms as shall be approved by the School Land Board
and the Commissioner of the General Land Office for the pooling or unitizing of the interest of the State under this lease pursuant 1o Texas Natural Resources Code

32.151-52.13). The owner of the s0il agrees that the inclusion of this provision in this lease satisfies the execulion requirements sated in Texas Natural Resources Code
32.152.

J5. INDEMNITY. Lessee hereby releases and discharges the Swie of Texas aEd the owner of the soil, their officers, employees, partners. agents,
conuraciors, subcontractors, guesis, invilees, and their respective successors and assigns, of and from all and any actions and causes of action of every narure, or other
hamm, including envwonmental harm, for which recovery of damages is sought including, but nof limited to, all losses and expenses which are caused by the activitics
of Lessce, its officers, employees, and agents ansing out of, incidental to, or resulting from, the operstions of or for Lessec on the leased premiscs hercunder, or that
may arisc out of or be occasioned by Lessee’s breach of any of the 1erms or provisions of this Agreement, or by sny other negligent or strictly liable sct or cmission of
Lessee Funher, Lessce hereby agrees 1o be liable for, exonerate, indemnify, defend and hold harmless the Sute of Texas and the owner of the soil, thew officen,
employees and agents, their successors of assigns, against any and all claims, labilities, losses, damages, actions, persoral injury (including death), costs and expenses,
or other harm for which recovery of damages is sought under any theory including torn, or smict liability, including anomeys’ fees and other legal expenses.
including those related to environmental hazards, on the laased premises of in any way relaled to Lessee's Gailure to comply with any and all environmenul laws, those
anising Gom or in any way related 10 Lessee's operations or any other of Lessee’s activitics on the leased premises; those ansing from Lessee’s use of the surface of the
leased premuses; and those that may anse out of or be occasioned by Lessec’s breach of sny of the terms or provisions of this Agreement or any other sct or omission of
Lessee, its directors, officers, employees, pariners, agents, conTaciors, subcontrectors, guests, invitees, and their respective successors and assigns. Euch sssignec of this
Agreement, of an interest (herein, agrees (o be lable for, exonerate, indemnify, defend and hold harmiess the State of Texas and the owner of the soil, thewr officers.
employces, and agents in the same manner provided above in connection with the sctivinies of Lessee, its officers, employees, and agents as descnbed 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
TIHE INDEMNIFIED PARTY), WHETHER SUCH NEGLIGENCE BE SOLE. JOINT, CONCURRENT, ACTIVE, OR PASSIVE,
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36 ENVTRONMENTAL HAZARDS. Lessee shall use the highest degree of care and reasonable safeguards to prevent contamination or pollution
of any env including soil, surface waters, groundwater, sediments, and surface or subsurface strata, ambient air or any other
environmental medium in, on, or nnder lhe leased premises, by any waste, pollutant, or contaminant. Lessee shall not bring or permit to remain on the leased
premises any asbestos containing materials, explostvu toxic materials, or subsumws regulued as hmrdous wastes, hazardous malerials, hazardous
substances (as the term "Hazardous Substance” is defined in the Comprehensive En 1 ion and Liability Act (CERCLA), 42
U.S.C. Sections 9601, et seq.), or toxic substances under any federal, state, or local law or n:guluuun ('Hmrdous Materials”), except ordinary products
commonly used in connection with oil and gas exploration and development operations and stored in the usual manner and quantities. LESSEE'S
VIOLATION OF THE FOREGOING PROHIBITION SHALL CONSTITUTE A MATERIAL BREACH AND DEFAULT HEREUNDER AND
LESSEE SHALL INDEMNIFY, HOLD HARMLESS AND DEFEND THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND
AGAINST ANY CLAIMS, DAMAGES, JUDGMENTS, PENALTIES, LIABILITIES, AND COSTS (INCLUDING REASONABLE ATTORNEYS'
FEES AND COURT COSTS) CAUSED BY OR ARISING OUT OF (I) A VIOLATION OF THE FOREGOING PROHIBITION OR (II) THE
PRESENCE, RELEASE, OR DISPOSAL OF ANY HAZARDOUS MATERIALS ON, UNDER, OR ABOUT THE LEASED PREMISES DURING
LESSEE'S OCCUPANCY OR CONTROL OF THE LEASED PREMISES. LESSEE SHALL CLEAN UP, REMOVE, REMEDY AND REPAIR
ANY SOIL OR GROUND WATER CONTAMINATION AND DAMAGE CAUSED BY THE PRESENCE OR RELEASE OF ANY HAZARDOUS
MATERIALS IN, ON, UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OF THE LEASED PREMISES IN
CONFORMANCE WITH THE REQUIREMENTS OF APPLICABLE LAW. THIS INDEMNIFICATION AND ASSUMPTION SHALL APPLY,
BUT IS NOT LIMITED TO, LIABILITY FOR RESPONSE ACTIONS UNDERTAKEN PURSUANT TO CERCLA OR ANY OTHER
ENVIRONMENTAL LAW OR REGULATION. LESSEE SHALL IMMEDIATELY GIVE THE STATE OF TEXAS AND THE OWNER OF THE
SOIL WRITTEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS PARAGRAPH, UPON LEARNING OF THE PRESENCE
OF ANY HAZARDOUS MATERIALS, OR UPON RECEIVING A NOTICE FROM ANY GOVERNMENTAL AGENCY PERTAINING TO
HAZARDOUS MATERIALS WHICH MAY AFFECT THE LEASED PREMISES. THE OBLIGATIONS OF LESSEE HEREUNDER SHALL
SURVIVE THE EXPIRATION OR EARLIER TERMINATION, FOR ANY REASON, OF THIS AGREEMENT.

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

38. EXECUTION. This oil and gas lease must be signed and acknowledged by the Lessce 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
Iease 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 centified 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 $159.96 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 $24,153.96 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 rental is paid then no additional rentals are due under this lease.

LESSE’ Cha¥ant Properties, Inc.
BY: William A Chalfant :
TITLE: President

DATE:

STATE OF TEXAS STATE OF TEXAS

and separalte property
TITLE: Individually and as agent for the State of Texas
Date:
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PAGE D&5

STATE OF _7{)(9 S ( INDIVIDUAL

ACKNOWLEDGMENT)

COUNTY OF LL& beJL

Before me, the undersigned authority, on this day personally appeared Ricki Lewis Long, dealing in his sole and
separate property, known to me to be the persons whose names are subscribed 1o the foregoing instrument, and acknowledged
to me that they executed the same for the purposes and consideration therein expressed.

Chveri sidin g bk aad nod ol office dilthe: . 1 dayal MOV&\[QK , 2005.
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STATE OF TEXAS f

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
Dizober

, 2005.

A A A A

Notary Public, State of Texas

JUDITH F. HAMBRIC

My Commission Expires
7114106

B)a? day of

tary Public in and for the State of Texas

RKY PROVISION HEREIN W -
OR USE OF THE DESCRIBED REAL 71007
OR RACE IS JVALID AND UNFRZ0E D 5RL

! N T,
PETY ELCAUSE OF COLOR
LINPSR FEDERAL

FILE RO. 895 Loy

FILED FOR RECORD ON THE _ 2 ]ST DAY OF __ FEBRUARY A.D. 2006 12:13 P.M.
' DULY RECORDED ON THE 22ND DAY OF FEBRUARY A.D. 2006 9:00 A.mM.
; BY: ,DEPUTY DIANNE O. FLOREZ, COUNTY CLERK

REEVES COUNTY, TEXAS

=0 copy of

COriginal filed in

Reeaves County
Clerks Office
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CERTIFIED TRUE AND CORRECT Copy CERTIFICATE
STATE OF TEXAs

COUNTY oF REEVES

The above ang loregoing is a i1 Irue and corregy pholographic copy of the
onginal record now jn my lawful Custody ang

Possession, as me,sénze s
FrJed'reeordea In the public n 195 of my ofiice found in voL.
PAGE 578 Tir() Sgcg OFF EBUBLTC

I hereby centifieq onFEBRUARY 24, 2006

PN
o Qi?. DIANNE0. FLOREZ, copnTy
R | § REEV UNTY TExA
N7

\"F,‘s e BY
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ENERAL LAND OFFICE

JERRY PATTERSON, COMMISSIONER

TEXAS €

=

August 25, 2006

Attn: William A. Chalfant, CPL
Chalfant Properties, Inc.

1502 North Big Spring
Midland, Texas 79702-3123

Re:  RELINQUISHMENT ACT LEASE No. M-106233
79.98 net acres out of Section 36, Blk. 57, Tsp. 2,
T&P RR Co. Survey, Reeves County, Texas

Dear Mr. Chalfant:

The certified copy of the Relinquishment Act lease covering the above referenced tracts has been
approved and filed in our records under Mineral File number M-106233. Please refer to this number
in all future correspondence concerning the lease.

Your remittance of $12,201.98, has been applied as the state's portion of the cash bonus
$12,076.98, along with a processing and filing fee in the amount of $125.00. Please let me know if

you should have any questions.

Sincerely,

LAM/ 2&'1 l-wL Mz —

Drew Reid
Minerals Leasing

Energy Resources
(512) 475-1534

MS/DR

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

www.glo.state.tx.us
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CHESAPEAKE OPERATING, INC. PO.BOX 18496 OKLAHOMA CITY, OK 73154
LEASE OBLIGATION DEPOSIT RECEIPT

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

THE SUM OF $12,076.98 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

103112008 TO 1013172010 COVERING LESSOR'’S INTEREST IN LAND DESCRIBED AS:
Survey: T&P RR Block/Suffix: 57 Township: 2 Section: 36 Short Desc: ALL OF SEC 36, BLK 57, TWSP 2, T&PR SVY

TENDERED TO

MF 102> 33
SAYMENT OPTION TO EXTEND
EASE NUMBER  TX2330050-001 LEASE DATE:  10/31/2005 PROSPECT:  DIXIE LAND
IECORDED: BOOK 724 PAGE 578  ENTRY NUMBER: 895 COUNTY/PARISH REEVES STATE TX
“OR CREDIT OF: AMOUNT
¢ - ...
017397 COMMISSIONER OF THE GENERAL LAND Telee

OFFICE OF THE STATE OF TEXAS
STEPHEN F. AUSTIN BUILDING

1700 NORTH CONGRESS, SUITE 600
AUSTIN, TX 78701

Acct
1/2 $24153.96 FOR ADDITIONAL 2 YRS

12,076.98 .

- LhJ
L L
LR LR
.
LA LR
" LE LA ]
o *
- L I
COPY FOR
i Q
OUR RECORDg
IMPORTANT
he attached check is for the d above. Please d e VTR
e altached check is for erson(s) named above. Please date, sign
nd return the attached recei;)ts on :hza day you receive it. If dlrected%o Date Received e gﬁb;iégéfg\tlcz
bank, please deposit the amount to the credit fo the person(s) named CLUFY FOR 0.00
bove and date, sign and return the receipt on the day you receive it. If Sign Here Grand Total 12.076.98
orrespondence required, please make reference to lease number. i ( )l j R R Ei i iR l js ' '
By Check No. 36720

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

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

405/848-8000
DATE AMOUNT

Iltm".non.-ﬁ-n12‘076 * DOLLARS * 98 * CENTS 09/05/2008 $12,076.98
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.

W LRCLL S S, =%

36720
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