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Fax: (432) 682-2601

ILLIAM A. CHALFANT, CPL Ofc: (432) 684-9819
E-mail: bill@chalfantproperties.com

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

December 28, 2005

Mr. Drew Reid

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

RE: All of Section 13
Block C-19, PSLS
Reeves County, TX

Dear Mr. Reid:

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

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

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

Sincerely,

{LL(F:( = “)/”4 (’:"-
Llsg . —— 9 (’f)"/

,'Z: /r i
it - Jm E
William A. Chalfant, CPL o
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RAL REVIEW SHEET

Transaction # 5037 Geologist: R. Widmayer
lessor  Baker, Dr. Tyler A. and James T. Baker lpasaDate:  12/21/2005 m U
Lesses: Chalfant Properties, Inc. Acres: 296
LEASE DESCRIPTION
Gounty PINEE BasaFileNo Part Sec. Block Twp Survey Abst#
REEVES 4 ALL 13 C19 00  PUBLIC SCHOOL LAND 3423
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: 1/4 Royaity 1/4
GOMPARISONS
MF # Lesses Date Term Bonus/Ac.  Rental/Ac.  Royalty  Distance
Last Leass

Comments: Rental for the 4th year will be $201 .00 including paid up rentals for 5th year.

Am‘omt/@"'] (A | 606

Friday, January 06, 2006
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‘RELINQUI'SHMENT ACT LEASE APPLICATION

Teixas General Land Office

Jerry Patterson, Commissioner

T0: Jerry Patterson, Commissioner DATE:  06-Jan-06
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 {r-d vy
Consideration -
Recommended: <~/ ¢4 Date: /| & - 66

Not Recommended:

Comments: Rental for the 4th year will be $201.00 including paid up rentals for 5th year.

Véase Form

Recommended: [ZM / / 11 /ol

Date:

Not Recommended:

Comments:

Louis Renaud, Deputy Commissioner Date: 2 /:,-2 / / [f G

Recommended: (G

Not Recommended:

Bill Warnick, General Counsel

Recommended:
Not Recommended: )

Larry Laine, Chief Clerk

Approved: /' S

Not Approved:

Jerry Patterson, Commissioner
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!I\ | 1AM A. CHALFANT, CPL Ofc: (432) 684-9819

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

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

March 21, 2006

Mr. Drew Reid

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

RE: All of Section 14, Block C-19
Public School Land 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 December 21, 2005, from_The State of Texas, acting by and
through its agent, Dr. Tyler A. Baker and James T. Baker, each dealing in his sole
and separate property, covering their interest in 296.0 net mineral acres in Section 14,
Block C-19, PSLS. The State of Texas to receive lease bonus payment of $44,696.00.

Also enclosed is a check in the amount of $44,821.00, including lease bonus payment and a
State filing fee of $125.00.

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

Sincerely, =

William A. Chalfant, CPL

WAC/mkc
enclosures

AAPL’s FIRST INDEPENDENT LANDMAN OF THE YEAR 1998 - 1999
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CHALFAMT PROPERTIES, INC.V/ ~ WEST TEXAS NATIONAL BANK
LEASE BONUS CLEARING ACCOUNT ”'Wns 7622
(432) 684-9819
T
PAY TO o i a163/21/2006
[MEOROER PEXAS GENERAL LAND OFFICE *44,821.00
Forty-Four Thousand Eight Hundred Twenty-One and 00/100****#* #5338 81 £ X331 xwk8 32 DOLLARS
TEXAS GENERAL LAND OFFICE G-
1700 NORTH CONGRESS AVE.
AUSTIN, TX 78701
C_—__;“F‘,—____
Memo l€ase Bonus & State Filing Fee: All See 14, Blk C-19. PS "’ 'v éf” ;,"/.// "/‘/ =
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FILE# 1077
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General Land Office

Relmquishment Act Lease Form

Revised, September 1997 F
OIL AND GAS LEASE

THIS AGREEMENT is made and entered into this 21st day of December, 2005, between the State of Texas, acting by and through its agent, Dr.
Tyler A Baker and James T. Baker, each dealing in his sole and separate property, care of ¢/o Robert Riel, 3878 Oaklawn Ave, Suite 540, Dallas, |

TX 75219 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 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 C-19, Public School Land Survey
Section 13: All

containing 296.0 acres, more or less. The bonus consideration paid for this lease is as follows:

To the owner of the soil: Forty Four Thousand Six Hundred Ninety-Six and 00/100

Dollars ($ 44,696.00) |

The total bonus consideration paid rep a bonus of Three Hundred Two Dollars ($302.00) per acre, on 296.0 net acres.

2. TERM. Subject 1o the other provisions in this lcase, 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
following amounts:

To the owner of the soil:

Dollars (§ )
To ihe State of Texas:

Dollars ($ )
Total Rental:

Dollars ($ )

In a like manner and upon like payments or tenders annually, the commencement of a well may be further deferred for successive periods of one (1) year
cach during the primary term. All payments or tenders of rental to the owner of the soil may be made by check or sight 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 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 o receive such payments or tenders.

——

True and Correct
copy of
Original filed in
Reeves County
Clerks Office
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4.  PRODUCTION ROYALTIES. Upon production of oil and/or gas, Lessee agrees to pay or cause (o be paid one-half (1/2) of the royalty
for in this lcase 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 i gallh b produced in a liquid form at the rnoudl uflhc well and also as all
condensate, distillate, and other liquid hydrocarbons recovered from oil or gas run through a or other provided, shall be
of the gross production or the market value thereof, at the option ofthc owner oﬁhc soil or the Commissioner of the

General 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 pneeﬂmeofomm:d or
puid 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 free of cost to the royalty owners through an ad oil and gas
separator of conventional type, or other equipment at least as efficient, so that all Ilqmd hydrocarbons recoverable from the gas by such means will be
recovered. The r:qulranmlyvgul such gas be run through a sep or other equipment may be waived in writing by the royalty owners upon such terms and
conditions as t hey prescribe.

B) NON PROCESSED GAS. Royalty on any gas (including flared gas), which is defined as all hydrocarbons and substances not defined
moﬂmsui;plrmtoh ptoduoedﬁom wely (sexeeplmpmvmndhucmwuhrespedwgu maplmtl‘ath:exmumunl‘
or other pr slu{I part of the gross production or the market value thereof, at the

mofmewoflhcsoiialthmmmofmeGmﬂ Lmofﬁe;mmwbebnedmmeh@mmukupmcpaﬂwoﬁm for gas of

mehacproduwdmdwhmnm.uﬂu price paid or offered to the producer, whichever is the greater; provided that
the maximum p ----nugasunder:huhueshallnoln!myumexneed1465pmmdsp«sqummchnbsolule,mdlhesmdudb
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 oftmmg.

(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 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 shnllbebuedmmehundmdm(l%%)oﬂhemmlplmt
mmwormmgumihuublcwgmpmduoed&omlhulwc.andoaﬁnypcrmt(so%)onhatpcmcmmmgto whichever is the greater,
of the total plant production of hwdmmrbms attributable to the produced from this lease; lEremncledt!uur liquid hydrocarbons are recovered from
%asprmadmaplmnnmld: (or its parent, subsidiary or affiliate) owns an interest, then the percentage applicable to liquid hydrocarbons shall be
ift })ac:nl(so%}orﬁwhlgbm t accruing Lo a third party processing gas through such plant under a processing agreement negotiated at arm's len,
there is no such third party, -:heslpcmmt then bemgrpecnﬁedmpmocs:mgnyummum'conuudsmme industry), whichever is the greater,

royl.lm:soululdmgas hydrocarbons shall be determined by 1) the m&ampaﬂwoﬂuedfwmm(whw
hydm(arbm ) of quality waﬂmuZ)lheywmpudwoﬂudfuaﬂmutxys(umemdﬂndamp:msdlnsm
for the i ol‘lmldhydmutms)wh:dim 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.

(or i

(D) OTHER PRODUCTS. Royalty on carbon black, sulphur or any other prod duced or fi ed from gas (exccptmg liquid
hydrocarbons) whether said gas be “casinghead,” “dry”, or any other gas, by fraelwnalmg, burnmg or any other shdl 1
part of the gross production of such products, or the market value thercof, at the option of the owner of the soil or the Commxssroncr of the General Land
Office, such market value to be determined as follows: 1) on the basis of the hlﬁ est market price of cach product for the same month in which such product is
produced, or 2) on the basis of the average gross sale price of cach product for the same month in which such products are produced, whichever is the greater.

5.  MINIMUM ROYALTY. Dumlmyynrmnlhccxpxrmofﬂnprmrylﬂmonhuhnq:fmn Imeumnmmcdbymdnam 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

pqnblcouofbe[mﬂulmd:yoflhemontluw the anniversary date of this lease a sum cqual to the total annual rental less the amount of royalties
aid during

the preceding year, If Paragraph 3 ol‘thnlcascdoesmspoclfya delay rental amount then for the purposes of this paragraph, the delay rental
amumtsha.llbcmedoll.u(!l 00) per acre.

& FOYALTY IN KIND. Notwithstanding any other provision in this lease, al 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 cither, ?nmhslhmsmytbﬂ)duysmwﬂmhowwofmelm ire that the
payment of any royalties accruing to such royalty owner under this lcase 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 Lessce's
obligations, whether express or implied, under this lease.

7. NODEDUCTIONS. Lessee agrees that all roznlucs accruing under this lease (including those paid in kind) shall be without deduction for the
cost of producm& gathering, storing, separating, treating, dehydratin porting, and otherwise making the oil, and other

for sale or use. Lessce agrees (o compute msptymylumon the gross s value reccived, including any reimbursements for severance
mmdpmduam costs,

8. PLANTFUELANDRECYCLEDGAS Nomyalty able on any gas as may represeat this lease'’s proportionate share of any fuel

gas p in any p l}lstmg any other provision of this lease, and subject to the written consent of the

owwoﬁhesotlmdmeCommumsofmeraIIMdOMw,Lmee degnsl’ovgnhﬂ on the leased premises or for injection nto

any oil or gas produc:hg formation underlying the leased premises afier the liquid hy?l'rowbons 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 mmlﬁ the royalty owners to a royalty under this lcase.

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 mlthcnanILlndDIfr.emnrbel’memIsmdayofunmdnmthsucowdmguwmhofpmduqm
accompanied by the affidavit of the owner, manager or other authorized agent, completed in the form and manner prescribed by the General Land Office and
showing the gross amount and disposition of all oil and gas produced and the market value of the oil and gas, together with a copy of all documents, records
or reports confirming the gross production, disposition

True and Correct

copy of
Original filed in
Reaves County
Clerks Office
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and market value including gas meter readings, pipeline receipts, gas line ipts and other checks or memoranda of amount produced and put into pipelines, anks, of
mlslndpllmumnsmlndlnyomﬁm«mdswmmeﬁmwwmmymemwafylhemwmﬂmdupomnudn-ﬁu
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 P

by & check stub, schedule, summary or other remittance advice showing by the assigned General Land Office lease number the amount ol‘roytlty being paid on each
lease. If Lessee pays his royalty on or before thirty (30) days after the royalty payment was due, then Lessec owes a penalty of 5% on the royalty or $25.00, whichever
is greater. A royalty payment which is over thirty (30) days late shall accrue a penalty of 10% of the royalty duc or $25.00 whichever is greater. In addition to a penalty,
royaltics shall accrue intercst at a-sate 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
hercin. 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
royaltics 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 furnish said Commissioner with copies of all contracts under which gas
| is sold or pr d and all subsequent agr and d to such ‘within thirty (30) days afler entering into or making such contracts, agrecments or
{ unendmum Suduconmumdngurrmswh:nmmvdbylhchmlLudOl’ﬁccshlllbehcldmconﬁdcmcbythe()mﬂhndﬂﬁuuﬂmm
| authorized by Lessee. All other contracts and records pertaining to the producti jon, sale and marketing of the oil and gas produced on said premises,
including the books and ipts and discharges of all wells, tanks, pools.metu:.md 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 repe ive of amy of them.

(B) PERMITS, DRILLING RECORDS. Written notice of all operations on this Icase 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 irclude copies of Railroad Cx ission forms for application to drill. Copies of well tests, completion reports and plugging
reports shall {x supplied to the General i.ana 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 weil on the leased premises and that are submitted to the Texas Railroad Commission or any other governmental agency shall
include the word “State” in the title. Additionally, in accordance with Railroad C ission rules, any signage on the lcased premises for the purpose of identifying
wdlguﬂhuuwnﬁumdlnwwmwlhhdmsdmndmmmme mewymammommmym;
reports, ings and cores, or other i lative (o the operation of the above-d premi which may be requested by the
General Llnd 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 cach survey on
each well to the General Land Office within fifteen (15) days after the making of said survey.

(C) PENALTIES. Lessec shall incur a penalty wh reports, & 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 duc in the General Land Office.

I1. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If , during the primary term hereof and prior to discovery and
i production of oil or gas on said land, Lessce should drill a dry hole or boles 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

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 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,
Lessec 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 lime thereafter a shut-in oil or gas well is located on the leased premises, payments may be made in accordance with the shut-in provisions hercof.

12. DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM. If, 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 r ki th , 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 I.Ild m workmanlike manner without |mmupuons 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 q 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 inate if Lessee additional drilling or reworking operations within sixty (60) days after
such cessation, and this lcase shall remain in full force and effect for so long as such operations continue in good fiith and in workmanlike manner without interruptions
totaling more than sixty (60) days. 1 such drilling or king operations result in the prod 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 royaltics 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 udditional drilling or reworking operations within sixty (60) days afler the completion of the well as a dry hole, and this lease shall remain in effect so long
as Lessec continues drilling or reworking operations in good faith and in a workmanlike manner without interruptious totaling more than sixty (60) days. Lessee shall
give writien notice to the General Land Office within thirty (30) days ofany cessation of production.

14. SHUT-IN ROYALTIES. For purposes of this paragraph, "well® means any well that has been assigned a well number by the state agency having

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

force and effect, a well capable of producing oil or gas in paying quantities is located on the leased premises, but oil or gas is not being produced for lack of

suitable production facilities or lack of a suitable market, then Lessee may pay as a shut-in oil or gas royalty an amount equal to double the annual rental provided in

the lease, but not less than $1,200 a year for each well capable of producing oil or gas in paying quantitics. If Paragraph 3 of this lease does not specify a delay rental
then for the p of this poragraph, 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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copy of
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must be paid on or before: (l)lilcclplnlnnoflhr.th(l)wﬁnlﬂammwwmoﬂup;ﬁnmthelnlndpmsﬁ.ﬂ(”ﬁuﬁ)‘ilﬂﬂ'
Lessee completes a drilling or in d with the lease provisions; whichever date is Iatest. Such payment shall be made onc-half (1/72) to the
Commowoflhe(imunllndOﬁwuﬂuwhlf(!fz)mlh:owwonsoi! If the shut-in oil or gas royalty is paid, the lcasc shall be considered to be a
nglmemd:hnplymmshllumdmuUmnoflhcluscforap:nodofouywinmlhcwdofrhcpnmrylam.mﬁnmlheEmd.lyoflbemomh
following the month in which production ceased, and, after that, if no suitable producti ies or suitable market for the oil or gas exists, Lessee may extend the
leasc for four more successive periods of onc (1) year by paying the same amount each year on or before the expiration of cach shut-in ycar.

15. COMPENSATORY ROYALTIES. If, during the period the lease is kept in effect by payment of the shut-in oil or gas royalty, oil or gas is sold and
delivered in paying quantitics from a well located within one thousand (1,000) fect of the leased premises and completed in the same producing reservoir, or in any case
in which drainage is occurring the right to continuc 1o maintain the lease by paying the shut-in oil or gas royalty shall cease, but the lease shall remain effective for the
remainder of the year for which the royalty has been paid. The Lessee may maintain the lease for four more successive years by Lessee paying compensatory royalty at
the royalty rate provided in the lease of the market value of production from the well causing the drainage or which is completed in the samne producing reservoir and
within one thousand (1,000) feet of the leased premises. The compensatory royalty is to be paid monthly, one-half (172) to the Commissioner 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 is compleled in the same producing reservoir and located within one thousand (1,000) feet of the leased premises. If 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 the difference within thirty (30)
days from the end of the 12 h period. Comp y 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 offsct wells as provided in Texas Natural
Resources Code 52.173; however, at the determination of the Commissioner, and with the Commissioner’s written approval, the payment of compensatory royaltics can
satisfy the obligation to drill offset wells.

16. RETAINED ACREAGE. Nuw!llmlndmg any provision of this lease to the contrary, afler a well producing or capable of producing oil or gas has
been completed on the leased premises, Lessee shall exercise the diligence of a rﬂsonlbly pn.ldcnl upuntur in dn.lllng such additional w:ll or wdls as may be
reasonably necessary for the proper development of the leased premises and in marketing the prod

(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 cach oil well capabic of producing in paying quantitics and 320 scres surrounding cach gas well
clubleofpmchaugmpmwmues(mciudsun!ml—mmlwguwﬂluprowdedmPuunyhl4hu-oo1) otnwdluponmchLusulstpgedm
continuous drilling or | or (2) the ber of acres included in a producing pooled unit y to Texas Natural R Code 52.151-52.153,
or (3) such greater or lesser number of acres as may then be allocated for pmdansonpurpomlonprmllon unit for each such producing well under the rules and
wkmufthMMCmmomewmmm or other go hority having jurisdicti Ifumnmeaﬂatbecﬂnmvcdﬂcof

pnm-ltermmmonpmvmnnsh«eoﬂlhenpphubleﬁcldmlau:dumduwewdluwdlslouled hy are reclassified so that less ge is thereafter
allocated to said well or wells for production purposes, this lcase shall thereupon terminate as to all acreage not thereafter allocated to said well or wells rm production
purposcs. Notwithstanding the termination of this lease as to a portion of the Imdseo\'ﬂ'edhuehy Lessee shall nevertheless continue to have the right of ingress to and

eymﬁwnﬁelndllilmbjmlolhshchlllr P described in Paragraph | hereof, together with and rights-of-way for existing roads, existing
pp:llmmmmugﬁcdmmumlndmlﬂlhcthMmWIhﬂ'uul’(‘llu:rehmu‘lhnd:) for access 1o and from the retained lands
and for the gathering or transportation of oil, gas and other mincrals pr d 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
terminatc as to ali depths below 100 fect below the total depth drilled (hereinafter *deeper depths®) in cach well located on screage 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
Icase (as specificd on page | hereof). If such amount is paid, this lcase shall be in force and effect as to such deeper depths, and said termination shall be delayed for an
additional period of two (2) years and so long thereafier as 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 & square with
the well lomedlntbcmmtwmchmhshpenmybelppmwdbylbeComwmoﬁthdLmdoﬁoe Within thirty (30) days after partial
u-nnmnonunh:slus:npovndulhn'un,Lmshllucwlcmdmﬂuduuw I a satisfactory legal description of the acreage and/or depths

imed b der. The Mmeu-maﬁdcopyofnmﬂn!lbeﬁledmlheﬂmﬂundomm-mmnndhylkﬁlm'hmbodbyﬂ:
Gen:rll Land Office rules in effect on the date the relcase is filed. If Lessee fails or refuses to execute md 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 discretion may desi) by written instrument the acreage and/or depths to be
:duudbamdumdmdsunhmnmmmnLune‘sexpeuemlhecoumyorwunhnswhuerheluseulouwd-ndmthenﬂiculreeadsorlhc General Land
Office 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 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 use appropriate means and drill to a depth Y 10 pr undue drainag ofoillndpsﬁomlhelusdptﬂlﬁmlnlddﬁinn.if
oil and/or gas should be produced in commercial quantities within 1,000 feet of the leased prcrms«, or in any case where the lcased premises is being drained by
production of oil or gas, the Lessee, sublessee, recciver or other agent in control of the leased premises shall in good faith begin the drilling of a w:l1 or wells upon thc
leased premises within 100 days afler the draining well or wells or the well or wells completed within 1,000 feet of the leased premises start pr g in
quantitics and shall prosecute such drilling with diligence. Failure to satisfy the statutory offset obligation may subject this lease and the om of the soil's agency
ngmswfmodyupoulh:‘ ination of the Ci issi of the General Land Office and with his written approval may the payment of compensatory
royalty under ap YT s satisfy the obligation to drill an offset well or wells required under this paragraph.

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

jucting 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 urder rule or regulation of g hority, then while so prevented, Lessee's obligation to comply with such covenant shall be suspended and Lessee
shall not be liable for damages for fnilurc 1o comply with such covenants; additionally, this lcase shall be extended while Lessce is prevented, by any such cause, from

conducting drilling and rk or from producing oil or gas from the lcased premises. However, nothing in this paragraph shall suspend the p of
(hllymllllsmudulommhmrhuhsemeﬂ'mehnn;lh:mmmlh:tbmofmch&illngor rking ops or production of oil or gas.
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19. WARRANTY CLAUSE. The owner of the soil warrants and agrees to defend tide 1o the lcased premises. If the owner of the soil defaults in payments
owed on the leased premises, then Lessee may redecm the rights of the owner of the soil in the Icased premises by paying amy mortgage, taxes or other liens on the
leased premises. If Lessce 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 1o 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 (o 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
dwwqmwymlhumumwyhudmmulmmdH:mulummwnedbythemwol’ﬁewul TkCommnfﬂneGmanlhnd
Oﬂhcdullbepmdlhcvalucofthewhole duction allocable to any undivided interest not covered by a lease, less the proporti and pi ion cost

llocable to such undivid However, in no event shall the Commissioner of the General Lmdomoereeem:uaroytltyonthcpnsu pmdncmn allocable to
the undivided intcrest 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 lcase 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 ﬂtendcd term, this lease covers a lesser number of acres than the total amount described herein, payments that are

made on a per acre basis I der shall be reduced g to the ber of acres pooled, relcased, surrendered, or otherwise severed, so that payments determined
ouapa-mhnsuundwlhelmoﬂhulmﬁmutbcmmmshllben!mhldhsedumtknumbwofmwm&mmnh pooled unit, or,
if after the expiration of the primary term, the ber of acres y retained and coveted by this lease.

21. USE OF WATER. Lessce shall have the right to usc 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 arca, Lessee shall use the highest degree of care and all proper safeguards to p llution. Without lin iting the
fc ing. pollution of coastal wetlands, natural waterways, nmuudmkudedwuershllh:mmedhyﬂnumnfmzmt ‘facilities sufficient to, prevent
spihgc.mwmndwnmu-m 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 private properties. Lessee shall build and maintain fences around its slush, aurp. 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. Lessce shall, while conducting operations on the lcased premises, keep said premises frec
of all rubbish, cans, bottles, paper cups or garbage, |nd upon comp&:hon nfoperluons shall restore the surface of the land to as near its iti

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

I3 al

26. REMOVAL OF EQUIPMENT. Subject to limitations in this paragraph, Lessee shall have the right to remove machinery and fi placed by Lessce
ul.helemdpremsegud\ldm;thenglllochwandmmvemn;vmhmmhnmtndlvmly(I!ﬂ)hynﬂuﬂxmw&emoﬂhﬁmldﬁs
the owner of the soil grants Lessee an extension of this 120-day period. However, Lessce may not remove casing from any well capable of producing oil and gas in
paying quantities Additionally, Lessee may wot draw and remove casing until after thirty (30) days written notice to the Commissioner of the General Land Office and

to the owner ot the soil. The owner of the il 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 lcase shall extend to and be binding upon their heirs, devisces, legal representatives, successors and
assigns. However, a change or division in ownership of the land, rentals, or royaltics will not enlarge the obligations of Lessee, dmmhlbengils,wmmmd
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 hmmmﬂmm(iﬂ)ﬁyuhlhemaonhc soil (or hsshws. devisces, legal representatives
or assigns) furnishes the Lm wma smsl'wwry written evidence of the change in g the | recorded of title (of a certified copy of
such original) when the d b ofa y Amiumdmw oﬂhssluscslull 1o the extent ofwelmmlmwd-rdmmd
discharge Lessee of all subsequcnl obllgalmm under this lease. If this lease is assigned in its entirety as to only part of the acreage, the right and option to pay rentals
shall be apportioned as between the several owners ratably, according to the area of each, and failure by one or more of them to pay his share of the rental shall not
affect this lease on the part of the land upon which pro rata rentals are timely paid or tendered; h , if the assi| or assignee does not file a centified copy of such

assignment in the General Land Office before the next rental paying date, the entire lcase shall terminate for failure 1o pay the entire rental due under Paragraph 3.
Evary assignee shall succeed to all rights and be subject to all obligations, liabilities, and penaltics owed to the State by the original lessee or any prior assignee of the
lease, including any liabilities to the State for unpaid royalties.

(B) ASSIGNMENT LIMITATION. Notwithstanding any provision in Paragraph 27(a), if the owner of the soil acquires this lcase in whole or in pad
by assignment without the prior written approval of the Commissioner of the General Land Office, this leasc is void as of the time of assignment and the agency power
of the owner may be forfeited by the 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 1o & guardian, trustee, dmini receiver, of conservator-for the |

owner of the soil; or |

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

28. RELEASES. Under the conditions contained in this paragraph and Paragraph 29, Lessee may 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 peior 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 assignment or release must be recorded
in the county where the land is situated, and the recorded instrument or a copy of the recorded instrument certified by the County Clerk of the county in which the
instrument is recorded, must be filed in the General Land Office within 90 days of the last execution date accompanied by the prescribed filing fee. If any such
assignment is not so filed, the rights acquired under this lease shall be subject to forfeiture at the option of the Commissioner of the General Land Office.

30. DISCLOSURE CLAUSE. All provisions pertaining to the lease of the above-described land have been included in this i including the
statement of the truc consideration to be paid for the execution of this lease and the rights and duties of the partics. Any coll | agl 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 Statc a fiduciary duty and must fully disclosc any facts affecting the Staic’s interest i 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 10 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 Lessce should fail to file reports in the manner
mmwhwaulnmﬂymmmmmmmby&:m Land Office, the School Land Board, or the Railroad Commission, or if Lessee
should refuse the proper authority access 1o the ds p g o operations, or if Lessee or an authorized agent should knowingly fail or refuse to give correct
information (o the proper authority, or knowingly fail or refuse to ﬁsrmsh the General Land Office a correct log of any well, or if Lessee shall knowingly violate any of
the material provisions of this lcase, or if this leasc 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 |

1
|

forfeited the area shell 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 h der. Forfei may be sct aside and this lease and all rights thercunder |
reinstated before the rights of another intervene upon satisfactory evidence to the Commissioner of the General Land Office of future compliance with the provisions of
the law and of this lcase and the rules and regulations that may be adopted relative hereto.

33. LIEN. In accordance with Texas Natural Resources Code 52.136, the State shall have a first lien upon all oil and gas produced from the arca covered
by this lease 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 stawrory licn, an express contractual licn on and security
interest in all leased mincrals 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 lcased minerals in order to secure the payment of all royaltics or other amounts due or 10 become due under this lease and to secure payment of any damages or
loss that Lessor may suffer by reason of Lessces breach of any covenant or condition of this lease, whether express or implicd. This licn and security inferest may be

foreclosed with or without court pr dings 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 i as may be r bly y to acknowledge, attach or perfect this licn. 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
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. I.uweus hm:by granted the right to pool of unitize the royalty interest of the owner of the soil under this lease with any other lcaschold
or mineral interest for the expl develop and production of oil or gas or cither of them upon the same terms as shall be approved by the School Land Board
and the Commissioner of the General Land Office for the pooling or unitizing of the interest of the State under this lease pursuant to Texas Natural Resources Code
52.151-52.153. The owner of the soil agrees that the inclusion of this provision in this lease satisfies the execution requirements stated in Texas Natural Resources Code
52.152.

35. INDEMNITY. Lessee hereby releases 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 Iting from, the operations of or for Lessee on the leased premises hercunder, of 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, exoncrate, indemnify, defend and hold harmless the State of Texas and the owner of the soil, their officers,
employces and agents, their successors or assigns, against any and all claims, liabilities, losses, damages, actions, personal injury (including death), costs and expenses, i
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 1o Lessee's failure to comply with any and all environmental laws; those !
arising from or in any way related to Lessee's operations of any other of Lessce's activitics on the leased premises; those anising fiom Lessee's use of the surface of the
lcased premises; and those that may arise out of or be occasioned by Lessee’s breach of any of the terms or provisions of this Agreement or any other act or omission of
Lessce, its directors, officers, employees, partners, agents, contractors, subcontractors, guests, invitees, and their respective successors and assigns. Each assignee of this
Agreement, or an inlerest (herein, agrees to be liable for, exonerate, indemnify, defend and hold harmiess the State of Texas and the owner of the soil, their officers,
cmployees, and agents in the same manner provided above in connection with the activities of Lessee, its officers, employees, and agents as described above. EXCEPT
AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF THE INDEMNITY OBLIGATIONS AND\OR LIABILITIES ASSUMED UNDER THE
TERMS OF THIS AGREEMENT SHALL HE WITHOUT LIMITS AND WITHOUT REGARD TO THE CAUSE OR CAUSES THEREOF (EXCLUDING
PRE-EXISTING CONDITIONS), STRICT LIABILITY, OR THE NEGLIGENCE OF ANY PARTY OR PARTIES (INCLUDING THE NEGLIGENCE OF
THE INDEMNIFIED PARTY), WHETHER SUCH NEGLIGENCE BE SOLE, JOINT, CONCURRENT, ACTIVE, OR PASSIVE.

|
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36. FNVIRONMFN‘!‘AL HAZ.ARDS Lessee shall use the highest degree of care and ble safi ds to p ination or polluti
of any envir including soil, surface waters, groundwater, sediments, and surface or subsurface strata, ambient air or any other
environmental medium in, on, ,or undcr the leased premises, by any waste, pollutant, or contaminant. Lessee shall not bring or permit to remain on the leased

iscs any asb cot malterials, explosives, toxic materials, or substances regulated as hazardous wastes, hazardous materials, hazardous
substmrxs (as the term “Hazardous Substance” is defined in the Comprehensive Environmental Response, Compensation and Liability Act (CERCLA), 42
U.S.C. Sections 9601, &t seq.), or toxic substances under any federal, state, or local law or regulation ("Hazardous Materials"), except ordinary products
aly used in with o:d and gas exploration and development operations and stored in the usual manner and quantities. LESSEE'S
VIOLATION OF THE FOREGOilG 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 s 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

ideration 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 $592.00 for years two and three of this lease have been prepaid. Oue half (%) of this amount has been paid t© the
Lessor and one half (%) has been paid to the State of Texas. Rental for the fourth year in the amount of $59,496.00 has not been paid and if the fourth year
rental is not paid then this lease will expire. One half ('4) 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.

LESSEE "C nt P Inc.
BY: William A. Chalfant

TITLE: President

DATE:

STATE OF TEXAS

| 'j-‘r :L,‘,\;;\ x) ﬁff{c&r‘

BY: Dr. Tyler A. Baker

TITLE: Individually and as agent for the State of Texas
-~

Z/Ll!ﬂ‘

STATE OF TEXAS
s
7 M

W James T. Baker
ITLE: Individually and as agent for the State of Texas
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STATE OF Tivas ( INDIVIDUAL
ACKNOWLEDGMENT)

COUNTY OF PrAZzowui

Before me, the undersigned authority, on this day personally appearcd Dr. Tyler A. Baker, 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.

Given under my hand and seal of office this the L day of ‘}\4““‘""’"‘?’( i 200_(9.

; e Baers
Lisa LaChele Bakké] Lisa LaChell Baker Lo L Chaidle s
Notary Pubic, Stata of Texsdy ¥ Rotary Pubiic, Stato of Taxas  § Notary Public in and for

Wy Commission My Commission Expires i
Januanj 12’ zmty Jmumy 12, 2008 My Commission expires: AQVMaAM () DLCY

staTEOF  KENTUCKY ( INDIVIDUAL

ACKNOWLEDGMENT)

COUNTY OF M AL/S6V

Before me, the undersigned authority, on this day personally appeared James T. Baker, 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.

Given under my hand and seal of office this the 9 day of JAALARY .2006

Nolary Public in nnd for Z
J
My Commission expires: /0 =2&~% 007 :
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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 £z edl day of
; Frequapy , 20010,
MASHALAK CROSS o~
1 Y otas e, Siator Taasi B Notary Public in and for the State of Texas
i 1 WAy My Commison Bapnes b
| : ] 7-16-2008
i e e e e =
|
]
{
!
|
I
|
|
|
|
|
{
|
i
1 N i AXY PROVISION HEREIN Wi 1S e (1 . | PENTAL R
OR USE OF THE DESCRIBED REAL FHOFERTY BLCAUSE OF COLOR
OR RACE IS INVALID AND LINFNFOR I ABLE UNPER FEDFRAL
FILE No. 1077 Loy
FILED FOR RECORD ON THE 2ND DAY OF MARCH A.D. 2006 11:32 A. M.
DULY RECORDED ON THE 3RD  pay oF MARCH A.p. 2006 2:00 P.
¥ BY: \ / » DEPUTY DIANNE O. FLOREZ, COUNTY CLERK ﬂ
! ! REEVES COUNTY, TEXAS S
- " 4&3}:\ True and G rrect
L, % copy of
g % 5} Original filed in
e ST T ‘%%q Fcc.i/ Reeves County
PR R S R e — Clerks Office
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CERTlFlED TRUE AND CORRECT Cory CERTIFICATE
ATE OF TEXAS

COUNTY OF REEVES

The above and for TE30Ng Is & fyl 'u:- and correct phoy 10grapie copy of iy

onginal record now in my lawful ¢ nd r.wasesc on as IF‘~
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TEXAS GENERAL LAND OFFICE

JERRY PATTERSON, COMMISSIONER

July 10, 2006

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

P.O. Box 3123

Midland, Texas 79702-3123

Re: RELINQUISHMENT ACT LEASE No. M-106226
296.0 acres out of Section 13, Blk. C-19,
PSL, Reeves County, Texas

Dear Mr. Chalfant:

The certified copy of the Relinquishment Act lease covering the above referenced tracts has been
approved and filed in our records under Mineral File number M-106226. Please refer to this number
in all future correspondence concerning the lease.

Your remittance of $44,821.00, has been applied as the state's portion of the cash bonus
$44,696.00, along with a processing and filing fee in the amount of $125.00. Please let me know if
you should have any questions.

Sincerely,

DAM) Eef'i 5-1 MSs—

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

WE HAVE THIS DAY  NOVEMBER 7, 2008 TENDERED TO
COMMISSIONER OF THE GENERAL LAND
THE SUM OF $29.748.00 DOLLARS FOR THE CREDIT OF PARTY OR PARTIES NAMED BELOW —_
MY L
IN AMOUNT STATED PURSUANT TO THE TERMS OF THE LEASE IDENTIFIED HEREIN, FOR THE PERIOD FROM e
122172008 TO 1212112010 COVERING LESSOR'S INTEREST IN LAND DESCRIBED AS: Teet
Survey: PUBLIC SCHOOL LAND Block/Suffix: C19 Section: 13 Short Desc: ALL OF SEC 13, BLK C-19, PUBLIC SCHOOL LAND SVY .
teses
..:on
-
aee
L L
...'
PAYMENT OPTION TO EXTEND e
LEASE NUMBER TX1990101-000 LEASE DATE: 12/21/2005 PROSPECT: DIXIE LAND
RECORDED: BOOK 725 PAGE 612 ENTRY NUMBER: 1077 COUNTY/PARISH REEVES STATE TX
FOR CREDIT OF: -~ AMOUNT
017397 COMMISSIONER OF THE GENERAL LAND
OFFICE OF THE STATE OF TEXAS Acct: 29,748.00
STEPHEN F. AUSTIN BUILDING 1/2 $59,496.00 FOR ADD'L 2 YRS
1700 NORTH CONGRESS, SUITE 600
AUSTIN, TX 78701
COPY FOR
YOUR RECORDS
’ =)
M- 1065 A 291005
IMPORTANT St
The attached check is for th (s) d above. Please dat . e
e attached check is for the person(s) named above. Please date, sign )
and return the attached receipts on the day you receive it. If directed to Date Received gﬁﬁﬁéE?ICE
a bank, please deposit the amount to the credit fo the person(s) named e { )l X l OR 0.00
above and date, sign and return the receipt on the day you receive it. If Sign Here JIMY Tas Grand Total 29 748.00
correspondence required, please make reference to lease number. LEIN INELROUU) ! i
By Check No. 39057

. BANK OF OKLAHOMA, N.A.
CHESAPEAKE OPERATING, INC. OKLAHOMA CITY, OK 3 9 0 5 7
DELAY RENTAL ACCOUNT
PO. BOX 18496
OKLAHOMA CITY, OK 73154 -
405/848-8000
DATE AMOUNT
swvwssaseneeniinnng 748 * DOLLARS * /00 * CENTS 11/07/2008 $29,748.00
n COPY FOR
TO COMMISSIONER OF THE GENERAL LAND f(", R :
RECOR
THE OFFICE OF THE STATE OF TEXAS \ & A DS
ORDER STEPHEN F. AUSTIN BUILDING
OF 1700 NORTH CONGRESS, SUITE 600
AUSTIN, TX 78701 CHESAPEAKE OPERATING, INC.

gL gty
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