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YPC Revised Form O I L AND GAS LEASE Hall-Poorbaugh Press, Inc. 
Roswell, New Mexico 

THIS AGREEMENT made this 8th dav of February, 2005 berween HAZEL C. DONALDSON, MARRIED WOMAN DEALING IN HER SOLE AND SEPARATE 

PROPERTY, as Lessor (whether one or more), and YATES PETROLEUM CORPORATION - 70%: YATES D R I L L I N G COMPANY - 10%: M Y C O INDUSTRIES. 

I N C . - 1 0 % and A B O P E T R O L E U M CORPORATION - 1 0 % . all New Mexico corporations. 105 South Fourth Street. Artesia. New Mexico 88210 

^Lessee, WITNESSETH: 

1. Lessor in consideration of Ten and No/100 : ; • • Dollars 

($ 10.00 ) in hand paid, of the royalties herein provided and of the agreements of Lessee herein contained, hereby grants, leases and lets exclusively unto Lessee 
for the purpose of investigating, exploring, prospecting, drilling and mining for and producing oil and gas, laying pipe lines, building roads, tanks, power stations, 
telephone lines and other structures thereon and on, over and across lands owned or claimed by Lessor adjacent and contiguous thereto, to produce, save, take care of, treat, 
transport, and own said products, and housing its employees, the following described land in Lea County, New Mexico to-wif. 

T o w n s h i p 11 South. Range 35 East. N . M . P . M . 

Section 1 : N E 4 S W 4 

2. Without reference to the commencement, prosecution or cessation at any time of drilling or other development operations and/or to the discovery, development or cessation at any time of 
production of oil or gas and without further payments than the royalties herein provided, and notwithstanding anything else herein contained to the contrary, this lease shall be for a term of five years 
from this date (called "primary term") and as long thereafter as oil or gas is produced from said land or land with which said land is pooled hereunder. 

3. The royalties to be paid by Lessee are: (a) on oil, 1/5 of that produced and saved from said land, the same to be delivered at the wells or to the credit of Lessor into the pipe line to which the 
wells may be connected; Lessee may from time to time purchase any royalty oil in its possession, paying the market price therefor prevailing for the field where produced on the date of purchase; (b) 
on gas, including casinghead gas or other gaseous substance, produced from said land, and sold, or used off the premises or for the extraction of gasoline or other product therefrom, the market value at 
the well of 1/5 of the gas so sold or used, provided that on gas sold at the wells the royalty shall be 1/5 of the amount realized from such sale; while there is a gas well on this lease or on 
acreage pooled therewith but gas is not being sold or used, Lessee may pay or tender as royally, on or before ninety (90) days after the date on which said well is shul in and thereafter at annual 
intervals the sum of $1.00 per acre, and if such payment is made or tendered, this lease shall not terminate and it will be considered that gas is being produced from this lease in paying quantities. 
Payment or tender of said shut-in gas royalty may be made by check or draft of Lessee mailed or delivered to the panies entitled thereto on or before the date said payment is due. Lessee shall have 
free use of oil, gas, coal and water from said land, except water from Lessor's wells, for all operations hereunder, and the royalry on oil and gas shall be computed after deducting any so used. 

4. Lessee, at its option, is hereby given the right and power to pool or combine the acreage covered by this lease, or any portion thereof as to oil and gas, or either of them, with other land, lease 
or leases in the immediate vicinity thereof to the extent, hereinafter stipulated, when in Lessee's judgment it is necessary or advisable to do so in order properly to explore, or to develop and operate 
said leased premises in compliance with the spacing rules of the New Mexico Oil Conservation Commission, or other lawful authority or when to do so would, in the judgment of Lessee, promote the 
conservation of oil and gas in and under and that may be produced from said premises. Units pooled for oil hereunder shall not substantially exceed 40 acres each in area, and units pooled for gas 
hereunder shall not substantially exceed in area 640 acres each plus a tolerance of 10% thereof, provided that should governmental authority having jurisdiction prescribe or permit the creation of units 
larger than those specified, units thereafter created may conform substantially in size with those prescribed by governmental regulations. Lessee under the provisions hereof may pool or combine 
acreage covered by this lease, or any portion thereof as above provided as to oil in any one or more strata and as to gas in any one or more strata. The units formed by pooling as to any stratum or 
strata need not conform in size or area with the unit or units into which the lease is pooled or combined as to any other stratum or strata, and oil units need not conform as to area with gas units. The 
pooling in one or more instances shall not exhaust the rights of the Lessee hereunder to pool this lease or portions thereof into other units. Lessee shall file for record in the appropriate records of the 
county in which the leased premises are situated an instrument describing and designating the pooled acreage as a pooled unit. Lessee may at its election exercise its pooling option after commencing 
operations tor or completing an oil or gas well on the leased premises, and the pooled unit may include, but it is not required to include, land or leases upon which a well capable of producing oil or gas 
in paying quantities has theretofore been completed or upon which operations for the drilling of a well for oil or gas have theretofore been commenced. Operations for drilling on or production of oil or 
gas from any part ofthe pooled unit which includes all or a portion of the land covered by this lease regardless of whether such operations for drilling were commenced or such production was secured 
before or after the execution of this instrument or the instrument designating the pooled unit, shall be considered as operations for drilling on or production of oil and gas from land covered by this lease 
whether or not the well or wells be located on the premises covered by this lease, and the entire acreage constituting such unit or units, as to oil and gas, or either of them, as herein provided, shall be 
treated for all purposes, except the payment of royalties on production from the pooled unit, as if the same were included in this lease. For the purpose of computing the royalties to which owners of 
royalties and payments out of production and each of them, shall be entitled on production of oil and gas, or either of them, from the pooled unit, there shall be allocated to the land covered by this 
lease and included in said unit a pro rata portion of the oil and gas, or either of them, produced from the pooled unit after deducting that used for operations on the pooled units. Such allocation shall be 
on acreage basis-that is to say, there shall be allocated to the acreage covered by this lease and included in the pooled unit that pro rata portion of the oil and gas, or either of them, produced from the 
pooled unit which the number of surface acres covered by this lease and included in the pooled unit bears to the total number of surface acres included in the pooled unit Royalties hereunder shall be 
computed on the portion of such production, whether it be oil and gas, or either of them, so allocated to the land covered by this lease and included in the unit just as though such production were from 
such land. The production from an oil well will be considered production from the lease or oil pooled unit from which it is producing and not as production from a gas pooled unit; and production from 
a gas well will be considered as production from the lease or gas pooled unit from which it is producing and not from an oil pooled unit. In addition to the foregoing, Lessee at its option is hereby given 
the right and power from time to time to commit said land or any part or formation or mineral substance covered hereby to any cooperative or unit agreement or plan of development and operation, and 
to any modifications thereof, which have been approved by the New Mexico Oil Conservation Cornmission or other lawful governmental authority. In such event, the royalty payable to Lessor 
hereunder shall be computed and paid on the basis of the oil or gas allocated to such land under the terms of any such agreement or plan of operation, which basis shall be the same by which the 
royalty due the United States or the State of New Mexico is computed and paid. This lease shall not expire during the life of such agreement or plan and shall be subject to the terms thereof and said 
agreement or plan of operation shall be filed with the New Mexico Oil Conservation Commission, or other lawful authority, and Lessee shall record in the county in which the leased premises are 
situated, an instrument describing such agreement or plan of operation and reflecting the commitment thereto, and the same may be recorded either before or after the completion of wells. 

5. If at the expiration ofthe primary term oil or gas is not being produced on said land, or from land pooled therewith, but Lessee is then engaged in drilling or reworking operations thereon, or 
shall have completed a dry hole thereon within 60 days prior to the end of Ute primary terms, die lease shall remain in force so long as operations on said well or for drilling or reworking of any 
additional well are prosecuted with no cessation of more than 60 consecutive days, and if they result in the production of oil or gas so long thereafter as oil or gas is produced from said land, or from 
land pooled therewith. If, after the expiration ofthe primary term of this lease and after oil or gas is produced from said land, or from land pooled therewith, die production thereof should cease from 
any cause, this lease shall not terminate if Lessee commences operations for drilling or reworking within 60 days after the cessation of such production, but shall remain in force and effect so long as 
such operations are prosecuted with no cessation of more than 60 consecutive days, and if they result in the production of oil and gas, so long thereafter as oil or gas is produced from said land, or from 
land pooled therewith. Any pooled unit designated by Lessee in accordance with the terms hereof, may be dissolved by Lessee by instrument filed for record in the appropriate records ofthe county in 
which the leased premises are situated at any time after the completion of a dry hole or the cessation of production on said unit In the event a well or wells producing oil or gas in paying quantities 
should be brought in on adjacent land and within 660 feet of and draining the lease premises, or land pooled therewith. Lessee agrees to drill such offset well or wells as a reasonably prudent operator 
would drill under the same or similar circumstances. Lessee may at any time execute and deliver to Lessor or place of record a release or releases covering any portion or portions of the above 
described premises and thereby surrender this lease as to such portion or portions and be relieved or all obligations as to the acreage surrendered. 

6. Lessee shall have the right at any time during or after the expiration of this lease to remove aU property and fixtures placed by Lessee on said land, mcluding the right to draw and remove all 
casing. When required by Lessor, Lessee will bury all pipe lines below ordinary plow depth, and no well shall be drilled within two hundred feet of any residence or bam now on said land without 

. Lessor's consent. 

7. The rights of either party hereunder may be assigned in whole or in part, and the provisions hereof shall extend to their heirs, successors and assigns but no change or division in ownershio of 
the land or royalties, however accomplished, shall operate to enlarge the obligations or diminish the rights of Lessee; and no change or division in such ownership shall be binding on Lessee until thirty 
(30) days after Lessee shall have been furmshed by registered U.S. mail at Lessee's principal place of business with a certified copy of recorded instrument or instruments evidencing same In the event 
of assignment hereof in whole or u. part liability for breach of any obligation hereunder shall rest exclusively upon the owner of this lease or of a portion thereof who commits such breach If six or 
more part.es become enhtled to royalty hereunder, Lessee may withhold payment thereof unless and until furnished with a recordable instrument executed by all such parties designating an agent to 
receive payment for all. F 6 C " w 

8. The breach by Lessee of any obligation arising hereunder shall not work a forfeiture or termination of this lease nor cause a termination or revision of the estate created hereby nor be grounds 
for cancelhnon hereof in whole or in part In the event Lessor considers that operations are not at any time being conducted in compliance with this lease, Lessor shall u ^ S ^ M ^ 

of Z Z ^ ~ ? : Z Z T " " " " V T * ^ U S S " ' ! f ta d e f a U " ' S h a " ^ S U t y S f t e r receipt o f S u c h " * * » w h i c h ' " — e <* "Wiance with t t a l S ^ ^ o C * W 
of this wtn imM. After the discovery of oil or gas in payuig quantities on said premises, Lessee shall develop the acreage retained hereunder as a reasonably prudent operator but 
obl.gat.on. shall m no event by required to drill more than one well per forty (40) acres ofthe area retained hereunder and capable of producing oil in paying quantities and one well « S oTut 
an acreage tolerance not to exceed 10% of640 acres ofthe area retained hereunder and capable of producing gas in paying quantities. quantities and one well per 640 acres plus 

9. Lessor hereby warrants and agrees to defend the title to said land and agrees that Lessee at its option may discharge any lax, mortgage or other lieu upon said land e id» in whole or in uau and 
L " S " d 0 C

f 7 ° - " * ? . f s u b r u ^ t e d 1 0 * • * " * «W» «> »»d apply royalties accruing hereunder toward sa.Ly.ng same W,Lut i l Z o l L j £ r l " t u l ' r the 

rerel3n , x ^ u ' " 1 8 a g r e e < 1 " " V i 1 — T o w n s M ta " * o i l « « » « • » 0' «nd« said land less than the entire fee single estate, men Z Z E L L taPad u t o ? £ 1 t a 
reduced proportionately. Should any one or more ofthe parties named as Lessors fail to execute this lease, it shall nevertheless be binding uponZparty or part ie^utingthe s a X 

* J £ U S S 7 . ^ m

1

c o m P 1 y m 8 w i m a»y " P r e s s O' i™P l i e d c °«nant of this lease, from conducting drilling or reworking operations thereon or from producing oil or «as 

^ ^ " T , " ^ ' ' " L * ° b * m " 1 0 ^ e q U i p m e M OT m a t e r i a l ' ° r b y o p e r a t i o n o f f o r c e F e d e r a l or sute law or any order, rule or m a t a E S m i ^ 
authonty Aen while so prevented, Lessee's obligation to comply with such covenant shall be suspended, and Lessee shall not be liable in damages for failure to comply flJSwM^iS^SS 
be extended while and so long as Lessee is prevented by any such cause from conducting drilling or reworking operations on or from producing oil or gas from the Z 2 S £ - and S ? whfc 
Lessee is so prevented shall not be counted against Lessee, anything in this lease to the contrary notwithstanding. premises, and tne time while 

IN WITNESS WHEREOF, this instrument is executed on the date first above written. 

HAZEL C. DONALDSON 
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^Producers 88 Rev. (5 Year Lease) 5-96 (FTVE YEAR PAID UP LEASE) Form 345 

Y P C Revised Form O I L AND GAS LEASE Hall-Poorbaugh Press, Inc. 
Roswell, New Mexico 

THIS AGREEMENT made this 8th dav of February, 2005 between W.G. ROSS, as Lessor (whether one or more), and YATES P E T R O L E U M 

CORPORATION - 70%: YATES D R I L L I N G COMPANY - 10%: M Y C O INDUSTRIES. INC. - 10% and ABO P E T R O L E U M CORPORATION - 1 0 % . all New 

Mexico corporations. IPS South Fourth Street. Artesia. New Mexico 88210 Lessee. WITNESSETH: 

1. Lessor in consideration of Ten and No/100 — Dollars 

(S 10.00 ) in hand paid, ofthe royalties herein provided and ofthe agreements of Lessee herein contained, hereby grants, leases and lets exclusively unto Lessee 
for the purpose of investigating, exploring, prospecting, drilling and mining for and producing oil and gas, laying pipe lines, building roads, tanks, power stations, 
telephone lines and other structures thereon and on, over and across lands owned or claimed by Lessor adjacent and contiguous thereto, to produce, save, take care of, treat, 
transport, and own said products, and housing its employees, the following described land in Lea County, New Mexico to-wit: 

T o w n s h i p 11 South . Range 35 East. N . M . P . M . 

Section 1 : N E 4 S W 4 

2. Without reference to the commencement, prosecution or cessation at any time of dnlling or other development operations and/or to the discovery, development or cessation at any time of 
production of oil or gas and without further payments than the royalties herein provided, and notwithstanding anything else herein contained to the contrary, this lease shall be for a term of five years 
from this date (called "primary term") and as long thereafter as oil or gas is produced from said land or land with which said land is pooled hereunder. 

3. The royalties to be paid by Lessee are: (a) on oil, 1/5 of that produced and saved bom said land, the same to be delivered at the wells or to the credit of Lessor into the pipe line to which the 
wells may be connected; Lessee may from time to time purcliase any royalty oil in its possession, paying the market price therefor prevailing for the field where produced on the date of purchase; (b) 
on gas, including casinghead gas or other gaseous substance, produced from said land, and sold, or used oft" the premises or lor the extraction of gasoline or other product therefrom, the market value at 
the well of 1/5 of the gas so sold or used, provided that on gas sold at the wells the royalty shall be 1/S of the amount realized from such sale; while there is a gas well on tin's tease or on 
acreage pooled therewith but gas is not being sold or used, Lessee may pay or tender as royalty, on or before ninety (90) days after the date on which said well is shut in and thereafter at annual 
intervals the sum of SI.00 per acre, and if such payment is made or tendered, this lease shall not terminate and it will be considered that gas is being produced from this lease in paying quantities. 
Payment or tender of said shut-in gas royalty may be made by check or draft of Lessee mailed or delivered to the parties entitled thereto on or before the date said payment is due. Lessee shall have 
free use of oil, gas, coal and water from said land, except water from Lessor's wells, for all operations hereunder, and the royalty on oil and gas shall be computed alter deducting any so used. 

4. Lessee, at its option, is hereby given the right and power to pool or combine the acreage covered by this lease, or any portion thereof as to oil and gas, or either of them, with other land, lease 
or leases in the immediate vicinity thereof to the extent, hereinafter stipulated, when in Lessee's judgment it is necessary or advisable to do so in order properly to explore, or to develop and operate 
said leased premises in compliance with the spacing rules of the New Mexico Oil Conservation Commission, or other lawful authority or when to do so would, in the judgment of Lessee, promote the 
conservation of oil and gas in and under and that may be produced from said premises. Units pooled for oil hereunder shall not substantially exceed 40 acres each in area, and units pooled for gas 
hereunder shall not substantially exceed in area 640 acres each plus a tolerance of 10% thereof, provided that should governmental authority having jurisdiction prescribe or permit the creation of units 
larger than those specified, units thereafter created may conform substantially in size with those prescribed by governmental regulations. Lessee under the provisions hereof may pool or combine 
acreage covered by this lease, or any portion thereof as above provided as to oil in any one or more strata and as to gas in any one or more strata. The units formed by pooling as to any stratum or 
strata need not conform in size or area with the unit or units into which the lease is pooled or combined as to any other stratum or strata, and oil units need not conform as to area with gas units. The 
pooling in one or more instances shall not exhaust the rights of the Lessee hereunder to pool this lease or portions thereof into other units. Lessee shall file for record in the appropriate records of the 
county in which the leased premises are siruated an instrument describing and designating the pooled acreage as a pooled unit Lessee may at its election exercise its pooling option after commencing 
operations for or completing an oil or gas well on the leased premises, and the pooled unit may include, but it is not required to include, land or leases upon which a well capable of producing oil or gas 
in paying quantities has theretofore been completed or upon which operations for the drilling ofa well for oil or gas have theretofore been commenced. Operations for drilling on or production of oil or 
gas from any part ofthe pooled unit which includes all or a portion of the land covered by this lease regardless of whether such operations for drilling were commenced or such production was secured 
before or after the execution of this instrument or the instrument designating the pooled unit, shall be considered as operations for drilling on or production of oil and gas from land covered by litis lease 
whether or not the well or wells be located on the premises covered by this lease, and the entire acreage constituting such unit or units, as to oil and gas, or either of them, as herein provided, shall be 
treated for all purposes, except the payment of royalties on production from the pooled unit, as i f the same were included in this lease. For the purpose of computing Ihe royalties to which owners of 
royalties and payments out of production and each of them, shall be entitled on production of oil and gas, or either of them, from the pooled unit, there shall be allocated to the land covered by this 
lease and included in said unit a pro rata portion ofthe oil and gas, or either of them, produced from the pooled unit after deducting that used for operations on the pooled units. Such allocation shall be 
on acreage basis-that is to say, there shall be allocated to die acreage covered by this lease and included in the pooled unit that pro rata portion of the oil and gas, or either of them, produced from the 
pooled unit which the number of surface acres covered by this lease and included in the pooled unit bears to the total number of surface acres included in the pooled unit Royalties hereunder shall be 
computed on the portion of such production, whether it be oil and gas, or either of them, so allocated to the land covered by this lease and included in the unit just as though such production were from 
such land. The production from an oil well will be considered production from the lease or oil pooled unit from which it is producing and not as production from a gas pooled unit; and production from 
a gas well will be considered as production from the lease or gas pooled unit from which it is producing and not from an oil pooled unit. In addition to the foregoing, Lessee at its option is hereby given 
the right and power from time to time to commit said land or any part or formation or mineral substance covered hereby to any cooperative or unit agreement or plan of development and operation, and 
to any modifications thereof, which have been approved by the New Mexico Oil Conservation Commission or other lawful governmental authority. In such event, the royalry payable to Lessor 
hereunder shall be computed and paid on the basis of the oil or gas allocated to such land under the terms of any such agreement or plan of operation, which basis shall be the same by which the 
royalty due the United States or the Sute of New Mexico is computed and paid. This lease shall not expire during the life of such agreement or plan and shall be subject to the terms thereof and said 
agreement or plan of operation shall be filed with the New Mexico Oil Conservation Commission, or other lawful authority, and Lessee shall record in the county in which the leased premises are 
situated, an instrument describing such agreement or plan of operation and reflecting the commitment thereto, and the same may be recorded either before or after the completion of wells. 

5. If at the expiration of the primary term oil or gas is not being produced on said land, or from land pooled therewith, but Lessee is then engaged in drilling or reworking operations thereon, or 
shall have completed a dry hole thereon within 60 days prior to the end of the primary terms, the lease shall remain in force so long as operations on said well or for drilling or reworking of any 
additional well are prosecuted with no cessation of more than 60 consecutive days, and if they result in the production of oil or gas so long thereafter as oil or gas is produced from said land, or from 
land pooled therewith. If, after the expiration ofthe primary term of this lease and after oil or gas is produced from said land, or from land pooled therewith, the production thereof should cease from 
any cause, this lease shall not tcrrninate i f Lessee commences operations for drilling or reworking within 60 days after the cessation of such production, but shall remain in force and effect so long as 
such operations are prosecuted with no cessation of more than 60 consecutive days, and if they result in the production of oil and gas, so long thereafter as oil or gas is produced from said land, or from 
land pooled therewith, Any pooled unit designated by Lessee in accordance with the terms hereof, may be dissolved by Lessee by instrument filed for record in the appropriate records ofthe county in 
which the leased premises are situated at any time after the completion of a dry hole or the cessation of production on said unit In the event a well or wells producing oil or gas in paying quantities 
should be brought in on adjacent land and within 660 feet of and draining the lease premises, or land pooled therewith. Lessee agrees to drill such offset well or wells as a reasonably prudent operator 
would drill under the same or similar circumstances. Lessee may at any time execute and deliver to Lessor or place of record a release or releases covering any portion or portions of the above 
described premises and thereby surrender this lease as to such portion or portions and be relieved or all obligations as to the acreage surrendered. 

6. Lessee shall have the right at any time during or after the expiration of this lease to remove all property and fixtures placed by Lessee on said land, including the right to draw and remove all 
casing. When required by Lessor, Lessee will bury all pipe lines below ordinary plow depth, and no well shall be drilled within two hundred feet of any residence or bam now on said land without 
Lessor's consent 

7 The rights of either party hereunder may be assigned in whole or in part, and the provisions hereof shall extend to their heirs, successors and assigns but no change or division in ownershin of 
the land or royalties, however accomplished, shall operate to enlarge the obligations or diminish the rights of Lessee; and no change or division in such ownership shall be binding on Lessee until thirty 
(30) days after Lessee shall have been touted by registered U.S. mail a, Lessee's principal place of business with a certified copy of recorded instrument or instrument evidencing ̂ me Inl eveTt 
of ass.gnmen. hereof u, whole or in part Ability for breach of any obligation hereunder shall rest exclusively upon the owner of this lease or ofa portion thereof who commits slh breach. If six or 
^vCymen"".! * ^ ***** " d ^ ' « e c u t e d b v »" «* P ^ d e ^ ^ ^ n , Z 

8. The breach by Lessee of any obligation arising hereunder shall not work a forfeiture or temanation of this lease nor cause a termination or revision ofthe estate created hereby nor be wounds 
for catenation hereof u, whole arm part In the even, Lessor considers that operations are not a. any time being conducted in compliance with this lease, Lessor stall S J ^ ^ M S T ^ 
facs relied upon as conshhitnig a breach hereof, and Lessee, if in default, shall have sixty days after receipt of such notice in which ^commence the compliance w m X l S S t a S o T t a S rt£e 
of this instrument After the discovery of oil or gas in paying quantities on said premises, Lessee shall develop the acreage retained hereunder as a reaao^lv^mT™-^ T ? - T ? V • u 
obligation i , shall in no event by required » drill ™re man one well per forty (40) acres of me area r e t a u ^ 
an acreage tolerance not to exceed 10% of 640 acres ofthe area retained hereunder and capable of producing gas in paying quantities quannnes ana well per 640 acres plus 

10. Should Lessee be prevented from complying with any express or implied covenant of this lease, from conducting drilling or reworkina ooerations thereon or fmm ^ • ; 

authority then while so prevented, Lessee's obligation to comply with such covenant shall be suspended, and Lessee shall not be liable in damages for failure to comply m e r e S and dtis teaTshaH 

?! " 1 ^ W h " e T $ t P r e V e m ? d b y S U C h C a U S e fr°m C O n d u c t i n S ^ ° r rew°rkin<S « » « * » » °° « * « » Producing oil or gas from J Z d ^ and *e £»Twnne Lessee is so prevented shall not be counted against Lessee, anything in this lease to the contrary notwithsUnding. premises, ana the time while 

IN WITNESS WHEREOF, this instrument is executed on the date first above written. 

W.G. ROSS 
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Producers 88 Rev. (5 Year Lease) 5-96 (FIVE YEAR PAID UP LEASE) F ° ™ 3 4 5 
„ . . _ O I L AND GAS LEASE Halt-Poorbaugh Press, Inc. 

YPC Revised Form Roswell, New Mexico 

THIS AGREEMENT made this 8th dav of February, 2005 between ROY G. BARTON, JR., SOLE AND SEPARATE PROPERTY, as Lessor (whether one or more), and 

YATES P E T R O L E U M CORPORATION - 70%-- YATES D R I L L I N G COMPANY • 10%: M Y C O INDUSTRIES, INC. - 10% and ABO PETROLEUM 

CORPORATION - 10%. all New Mexico corporations. 105 South Fourth Street. Artesia. New Mexico 88210 Lessee, WITNESSETH: 

1. Lessor in consideration of Ten and No/100 : DoUns 

(S I Q OO ) i n hand paid, of the royalties herein provided and of the agreements of Lessee herein contained, hereby grants, leases and lets exclusively unto Lessee 

for the purpose of investigating, exploring, prospecting, drilling and mining for and producing oil and gas, laying pipe lines, building roads, tanks, power stations, 

telephone lines and other structures thereon and on, over and across lands owned or claimed by Lessor adjacent and contiguous thereto, to produce, save, take care of, treat, 

transport, and own said products, and housing its employees, the following described land in Lea County, New Mexico to-wit: 

T o w n s h i p 11 South . Range 35 East, N . M . P . M . 

Section 1 : N E 4 S W 4 

2. Without reference to the commencement, prosecution or cessation at any time of drilling or other development operations and/or to the discovery, development or cessation at any time of 
production of oil or gas and without further payments than the royalties herein provided, and notwithstanding anything else herein contained to the contrary, this lease shall be for a term of five years 
from this date (called "primary term") and as long thereafter as oil or gas is produced from said land or land with which said land is pooled hereunder. 

3. The royalties to be paid by Lessee are: (a) on oil, 1/5 of that produced and saved from said land, the same to be delivered at the wells or to the credit of Lessor into the pipe line to which the 
wells may be connected; Lessee may from time to time purchase any royalty oil in its possession, paying the market price therefor prevailing for the field where produced on the date of purchase; (b) 
on gas, including casinghead gas or other gaseous substance, produced from said land, and sold, or used off the premises or for the extraction of gasoline or other product therefrom, the market value at 
the we'll of 1/5 of the gas so sold or used, provided that on gas sold at the wells the royalty shall be 1/5 of the amount realized from such sale; while there is a gas well on this lease or on 
acreage pooled therewith but gas is not being sold or used, Lessee may pay or tender as royalty, on or before ninety (90) days after the date on which said well is shut in and thereafter at annual 
intervals the sum of $1.00 per acre, and if such payment is made or tendered, this lease shall not terminate and it will be considered that gas is being produced from this lease in paying quantities. 
Payment or tender of said shut-in gas royalty may be made by check or draft of Lessee mailed or delivered vo the parties entitled dvereto on or before die dale said payment is due. Lessee shall have 
free use of oil, gas, coal and water from said land, except water from Lessor's wells, for all operations hereunder, and the royalty on oil and gas shall be computed after deducting any so used. 

4. Lessee, at its option, is hereby given the right and power to pool or combine the acreage covered by this lease, or any portion thereof as to oil and gas, or either of them, with other land, lease 
or leases in the immediate vicinity thereof to the extent, hereinafter stipulated, when in Lessee's judgment it is necessary or advisable to do so in order properly to explore, or to develop and operate 
said leased premises in compliance with the spacing rules of the New Mexico Oil Conservation Commission, or other lawful authority or when to do so would, in the judgment of Lessee, promote the 
conservation of oil and gas in and under and that may be produced from said premises. Units pooled for oil hereunder shall not substantially exceed 40 acres each in area, and units pooled for gas 
hereunder shall not substantially exceed in area 640 acres each plus a tolerance of 10% thereof, provided that should governmental authority having jurisdiction prescribe or permit the creation of units 
larger than those specified, units thereafter created may conform substantially in size with those prescribed by governmental regulations. Lessee under the provisions hereof may pool or combine 
acreage covered by this lease, or any portion thereof as above provided as to oil in any one or more strata and as lo gas in any one or more strata. The units formed by pooling as to any stratum or 
strata need not conform in size or area with the unit or units into which the lease is pooled or combined as to any other stratum or strata, and oil units need not conform as to area with gas units. The 
pooling in one or more instances shall not exhaust the rights of the Lessee hereunder to pool this lease or portions thereof into other units. Lessee shall file for record in the appropriate records of the 
county in which the leased premises are situated an instrument describing and designating the pooled acreage as a pooled unit. Lessee may at its election exercise its pooling option after commencing 
operations for or completing an oil or gas well on the leased premises, and the pooled unit may include, but it is not required to include, land or leases upon which a well capable of producing oil or gas 
in paying quantities has theretofore been completed or upon which operations for the drilling ofa well for oil or gas have theretofore been commenced. Operations for drilling on or production of oil or 
gas from any part ofthe pooled unit which includes all or a portion ofthe land covered by this lease regardless of whether such operations for drilling were commenced or such production was secured 
before or after the execution of this instrument or the instrument designating the pooled unit, shall be considered as operations for drilling on or production of oil and gas from land covered by this lease 
whether or not the well or wells be located on the premises covered by this lease, and the entire acreage constituting such unit or units, as lo oil and gas, or either of them, as herein provided, shall be 
treated for all purposes, except the payment of royalties on production from the pooled unit, as if the same were included in this lease. For the purpose of computing the royalties to which owners of 
royalties and payments out of production and each of them, shall be entitled on production of oil and gas, or either of them, from the pooled unit, there shall be allocated to the land covered by this 
lease and included in said unit a pro rata portion of the oil and gas, or either of them, produced from the pooled unit after deducting that used for operations on the pooled units. Such allocation shall be 
on acreage basis-that is to say, there shall be allocated to the acreage covered by this lease and included in the pooled unit that pro rata portion ofthe oil and gas, or either of them, produced from the 
pooled unit which the number of surface acres covered by this lease and included in the pooled unit bears to the total number of surface acres included in the pooled unit. Royalties hereunder shall be 
computed on the portion of such production, whether it be oil and gas, or either of them, so allocated to the land covered by this lease and included in the unit just as though such production were from 
such land. The production from an oil well will be considered production from the lease or oil pooled unit from which it is producing and not as production from a gas pooled unit; and production from 
a gas well will be considered as production from the lease or gas pooled unit from which it is producing and not from an oil pooled unit In addition to the foregoing, Lessee at its option is hereby given 
the right and power from time to time to commit said land or any part or formation or mineral substance covered hereby to any cooperative or unit agreement or plan of development and operation, and 
to any modifications thereof, which have been approved by the New Mexico Oil Conservation Commission or other lawful governmental authority, ln such event, the royalty payable to Lessor 
hereunder shall be computed and paid on the basis of the oil or gas allocated to such land under the terms of any such agreement or plan of operation, which basis shall be the same by which the 
royalty due the United States or the State of New Mexico is computed and paid. This lease shall not expire during the life of such agreement or plan and shall be subject to the terms thereof and said 
agreement or plan of operation shall be filed with the New Mexico Oil Conservation Commission, or other lawful authority, and Lessee shall record in the county in which the leased premises are 
situated, an instrument describing such agreement or plan of operation and reflecting the commitment thereto, and the same may be recorded either before or after the completion of wells. 

5. If at the expiration ofthe primary term oil or gas is not being produced on said land, or from land pooled therewith, but Lessee is then engaged in drilling or reworking operations thereon, or 
shall have completed a dry bole thereon within 60 days prior to the end of Ihe primary terms, the lease shall remain in force so long as operations on said well or for drilling or reworking of any 
additional well are prosecuted with no cessation of more than 60 consecutive days, and if they result in the production of oil or gas so long thereafter as oil or gas is produced from said land, or from 
land pooled therewith. IC after the expiration of the primary term of this lease and after oil or gas is produced from said land, or from land pooled therewith, the production thereof should cease from 
any cause, this lease shall not terminate if Lessee commences operations for drilling or reworking within 60 days after the cessation of such production, but shall remain in force and effect so long as 
such operations are prosecuted with no cessation of more than 60 consecutive days, and if they result in the production of oil and gas, so long thereafter as oil or gas is produced from said land, or from 
land pooled therewith. Any pooled unit designated by Lessee in accordance with the terms hereof, may be dissolved by Lessee by instrument filed for record in the appropriate records ofthe county in 
which the leased premises are situated at any time after the completion of a dry hole or the cessation of production on said unit, ln the event a well or wells producing oil or gas in paying quantities 
should be brought in on adjacent land and within 660 feet of and draining the lease premises, or land pooled therewith. Lessee agrees to drill such offset well or wells as a reasonably prudent operator 
would drill under the same or similar circumstances. Lessee may at any time execute and deliver to Lessor or place of record a release or releases covering any portion or portions of the above 
described premises and thereby surrender this lease as to such portion or portions and be relieved or all obligations as to the acreage surrendered. 

6. Lessee shall have the right at any time during or after the expiration of this lease to remove all property and fixtures placed by Lessee on said land, including the right to draw and remove all 
casing. When required by Lessor, Lessee will bury all pipe lines below ordinary plow depth, and no well shall be drilled within two hundred feet of any residence or bam now on said land without 
Lessor's consent 

7. The rights of either party hereunder may be assigned in whole or in part and the provisions hereof shall extend to their heirs, successors and assigns but no change or division in ownershiD of 
the land or royalnes, however accomplished, shall operate to enlarge the obligations or diminish the rights of Lessee; and no change or division in such ownership shall be binding on Lessee until thirty 
(30) days after Lessee shaU have been furnished by registered U.S. mail at Lessee's principal place of business with a certified copy of recorded instrument or instruments evidencing same In the event 
of assignment hereof in whole or in part liability for breach of any obligation hereunder shall rest exclusively upon the owner of this lease or ofa portion thereof who commits such breach If six or 
more parties become entitled lo royalty hereunder. Lessee may withhold payment thereof unless and until furnished with a recordable instalment executed by all such parties designating an aaent to 
receive payment for all. v MWMg™uug «geui io 

8. The breach by Lessee of any obligation arising hereunder shall not work a forfeiture or termination of this lease nor cause a .emanation or revision of the estate created hereby nor be grounds 
for cancelation hereof in whole or in part In the even. Lessor considers that operations are not a. any time being conducted in compliance with this lease, Lessor shall notify!LeTee Z ^ T o T Z 
facts rehed upon as consntuhng a breach hereof, and Lessee, if in default, shall have sixty days after receipt of such notice in which to commence the compliance with teSTS vtoue 
1 a T T T » t h e , t C ° V e ' ? °' °\°T,r m P*™ o n s a i d P — • U s s « s h a U ** he*"^ as a reasonably prudent l ^ ^ S S ^ Z 

m e v l ^ ^ ^ ^ ^ ^ ^ 

Z c l d — t i ^ ^ 

t h e ^ ^ 

aumonry then wh... so prevented, Lessee's obligation to comply win. such covenant shaft be suspended, and Lessee shall not be liable in damages for failure 

£ " e f T H ? H P r c V e m r d t y " y " ? fr°m C ° n l l U C , i n g d r i U i n B ° ' r e w 0 r k i n g o p e r a t i o n s ° " °< P™*"** °» « *as from the l e T s e d ^ e s ' and te L w wWlc Lessee is so prevented shall not be counted against Lessee, anything in this lease to the contrary notwithstanding, 

IN WITNESS WHEREOF, this instrument is executed on the date first above written. 

ROY G. BARTON, JR. 
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'Producers 88 Rev. (5 Year Lease) 5-96 

YPC Revised Form 

(FIVE YEAR PAID UP LEASE) 
O I L AND GAS LEASE 

Form 345 

Hall-Poorbaugh Press, Inc. 

Roswell, New Mexico 

THIS AGREEMENT made this 8th dav of February, 2005 between FIRST R O S W E L L C O M P A N Y , as Lessor (whether one or more), and YATES PETROLEUM 

CORPORATION - 70%: YATES D R I L L I N G COMPANY - 10%: M Y C O INDUSTRIES. INC. - 1 0 % and ABO PETROLEUM CORPORATION - 10%. all New 

Mexico corporations. 105 South Fourth Street. Artesia. New Mexico 88210 Lessee. WITNESSETH: 

1. Lessor in consideration of Ten and No/100 — : • Dollars 

(% iQ.oo ) in hand paid, of the royalties herein provided and of the agreements of Lessee herein contained, hereby grants, leases and lets exclusively unto Lessee 
for the purpose of investigating, exploring, prospecting, drilling and mining for and producing oil and gas, laying pipe lines, building roads, tanks, power stations, 
telephone lines and other structures thereon and on, over and across lands owned or claimed by Lessor adjacent and contiguous thereto, to produce, save, take care of, treat, 
transport, and own said products, and housing its employees, the following described land in Lea County, NewMexico to-wit: 

Township 11 South. Range 35 East. N.M.P.M. 
Section 1: NE4SW4 

2. Without reference to the commencement, prosecution or cessation at any time of drilling or otiier development operations and/or to the discovery, development or cessation at any lime of 
production of oil or gas and without further payments than the royalties herein provided, and notwithstanding anything else herein contained to the contrary, this lease shall be for a term of five years 
from this date (called "primary term") and as long thereafter as oil or gas is produced from said land or land with which said land is pooled hereunder. 

3. The royalties to be paid by Lessee are: (a) on oil, 1/5 of that produced and saved from said land, the same to be delivered at the wells or to the credit of Lessor into Ihe pipe line to which the 
wells may be connected; Lessee may from time lo time purchase any royalty oil in its possession, paving the market price therefor prevailing for the field where produced on the date of purchase; (b) 
on gas, including casinghead gas or other gaseous substance, produced from said land, and sold, or used off the premises or for the extraction of gasoline or other product therefrom, the market value at 
the well of 1/5 of the gas so sold or used, provided that on gas sold at the wells the royalty shall be 1/5 ofthe amount realized from such sale; while there is a gas well on this lease or on 
acreage pooled therewith but gas is not being sold or used, Lessee may pay or tender as royalty, on or before ninety (90) days after the date on which said well is shut in and thereafter at annual 
intervals the sum of $ 1.00 per acre, and if such payment is made or tendered, this lease shall not terminate and it will be considered that gas is being produced from this lease in paying quantities. 
Payment or tender of said shut-in gas royalty may be made by check or draft of Lessee mailed or delivered to the parties entitled thereto on or before the date said payment is due. Lessee shall have 
free use of oil, gas, coal and water from said land, except water from Lessor's wells, for all operations hereunder, and the royalty on oil and gas shall be computed after deducting any so used. 

4. Lessee, at its option, is hereby given the right and power to pool or combine the acreage covered by this lease, or any portion thereof as to oil and gas, or either of them, with other land, lease 
or leases in the immediate vicinity thereof to the extent, hereinafter stipulated, when in Lessee's judgment it is necessary or advisable to do so in order properly to explore, or to develop and operate 
said leased premises in compliance with the spacing rules of the New Mexico Oil Conservation Commission, or other lawful authority or when to do so would, in the judgment of Lessee, promote the 
conservation of oil and gas in and under and that may be produced from said premises. Units pooled for oil hereunder shall not substantially exceed 40 acres each in area, and units pooled for gas 
hereunder shall not substantially exceed in area 640 acres each plus a tolerance of 10% thereof, provided that should governmental authority having jurisdiction prescribe or permit the creation of units 
larger than those specified, units thereafter created may conform substantially in size with those prescribed by governmental regulations. Lessee under the provisions hereof may pool or combine 
acreage covered by this lease, or any portion thereof as above provided as to oil in any one or more strata and as to gas in any one or more strata. The units formed by pooling as lo any stratum or 
strata need not conform in size or area with die unit or units into which the lease is pooled or cornbmed as to any other stratum or strata, and oil units need not conform as to area with gas units. The 
pooling in one or more instances shall not exhaust the rights of the Lessee hereunder to pool this lease or portions thereof into other units. Lessee shall file for record in the appropriate records of the 
county in which the leased premises are situated an instrument describing and designating the pooled acreage as a pooled unit Lessee may at its election exercise its pooling option after commencing 
operations for or completing an oil or gas well on the leased premises, and the pooled unit may include, but it is not required to include, land or leases upon which a well capable of producing oil or gas 
in paying quantities has theretofore been completed or upon which operations for the drilling ofa well for oil or gas have theretofore been commenced. Operations for drilling on or production of oil or 
gas from any part of the pooled unit which includes all or a portion ofthe land covered by this lease regardless of whether such operations for drilling were commenced or such production was secured 
before or after the execution of this instrument or the instrument designating the pooled unit, shall be considered as operations for drilling on or production of oil and gas from land covered by this lease 
whether or not the well or wells be located on the premises covered by this lease, and the entire acreage constituting such unit or units, as to oil and gas, or either of them, as herein provided, shall be 
treated for all purposes, except the payment of royalties on production from die pooled unit, as if the same were included in this lease. For die purpose of computing the royalties to which owners of 
royalties and payments out of production and each of them, shall be entitled on production of oil and gas, or either of them, from the pooled unit, there shall be allocated to the land covered by this 
lease and included in said unit a pro rata portion of the oil and gas, or either of them, produced from the pooled unit after deducting that used for operations on the pooled units. Such allocation shall be 
on acreage basis-thai is to say, there shall be allocated lo llie acreage covered by this lease and included in the pooled unit that pro rata portion ofthe oil and gas, or cither of them, produced from the 
pooled unit which the number of surface acres covered by this lease and included in the pooled unit bears to the total number of surface acres included in the pooled unit Royalties hereunder shall be 
computed on the portion of such production, whether it be oil and gas, or either of them, so allocated to the land covered by this lease and included in the unit just as though such production were from 
such land. The production from an oil well will be considered production from the lease or oil pooled unit from which it is producing and not as production from a gas pooled unit; and production from 
a gas well will be considered as production from the lease or gas pooled unit from which it is producing and not from an oil pooled unit. In addition to the foregoing, Lessee at its option is hereby given 
the right and power from time to time to commit said land or any part or formation or mineral substance covered hereby to any cooperative or unit agreement or plan of development and operation, and 
to any modifications thereof, which have been approved by the New Mexico Oil Conservation Cornmission or other lawful governmental authority. In such event, the royalty payable to Lessor 
hereunder shall be computed and paid on the basis of the oil or gas allocated lo such land under the terms of any such agreement or plan of operation, which basis shall be the same by which the 
royalty due the United States or the State of New Mexico is computed and paid. This lease shall not expire during the life of such agreement or plan and shall be subject to the terms thereof and said 
agreement or plan of operation shall be filed with the New Mexico Oil Conservation Commission, or other lawful authority, and Lessee shall record in the county in which the leased premises are 
situated, an instrument describing such agreement or plan of operation and reflecting the commitment thereto, and the same may be recorded either before or after the completion of wells. 

5. I f at the expiration of the primary term oil or gas is not being produced on said land, or from land pooled therewith, but Lessee is then engaged in drilling or reworking operations thereon, or 
shall have completed a dry hole thereon within 60 days prior to the end of the primary terms, the lease shall remain in force so long as operations on said well or for drilling or reworking of any 
additional well are prosecuted with no cessation of more than 60 consecutive days, and if they result in the production of oil or gas so long thereafter as oil or gas is produced from said land, or from 
land pooled therewith. If, after the expiration ofthe primary term of this lease and after oil or gas is produced from said land, or from land pooled therewith, the production thereof should cease from 
any cause, this lease shall not terminate if Lessee commences operations for drilling or reworking within 60 days after the cessation of such production, but shall remain in force and effect so long as 
such operations are prosecuted with no cessation of more than 60 consecutive days, and if they result in the production of oil and gas, so long thereafter as oil or gas is produced from said land, or from 
land pooled therewith. Any pooled unit designated by Lessee in accordance with the terms hereof, may be dissolved by Lessee by instrument filed for record in the appropriate records ofthe county in 
which the leased premises are situated at any time after the completion of a dry hole or the cessation of production on said unit In the event a well or wells producing oil or gas in paying quantities 
should be brought in on adjacent land and within 660 feet of and (training the lease premises, or land pooled therewith. Lessee agrees to drill such onset well or wells as a reasonably prudent operator 
would drill under the same or similar circumstances. Lessee may at any time execute and deliver to Lessor or place of record a release or releases covering any portion or portions of the above 
described premises and thereby surrender tins lease as to such portion or portions and be relieved or all obligations as to the acreage surrendered. 

6. Lessee shall have the right at any time during or after the expiration of this lease to remove all property and fixtures placed by Lessee on said land, mcluding the right to draw and remove all 
casing. When required by Lessor, Lessee will bury all pipe lines below ordinary plow depth, and no well shall be drilled within two hundred feet of any residence or bam now on said land without 
Lessor's consent 

7. The rights of either party hereunder may be assigned in whole or in part, and the provisions hereof shall extend to their heirs, successors and assigns but no change or division in ownershiD of 
the land or royalnes, however accomplished, shall operate to enlarge the obligations or diminish the rights of Lessee; and no change or division in such ownership shall be binding on Lessee until tturtv 
(30) days after Lessee shall have been furnished by registered U.S. mail at Lessee's principal place of business with a certified copy of recorded instrument or instruments evidencing same ln the event 
of assignment hereof in whole or in part liability for breach of any obligation hereunder shall rest exclusively upon the owner of this lease or ofa portion thereof who commits such breach If six or 
more parties become entitled to royalty hereunder, Lessee may withhold payment thereof unless and until furnished with a recordable uistrument executed by all such parties designating an agent to 
receive payment for all. r 6 6 1 5 

8. The breach by Lessee of any obligation arising hereunder shall not work a forfeiture or.termination of this lease nor cause a termination or revision ofthe estate created hereby nor be grounds 
for cancenanon hereof in whole or in part In die event Lessor considers lha. operations are not at any time being conducted in compliance with this lease, Lessor shall u w X b Z r t £ o t t o 

a n d U S S e e ' i f i n S M tave **» 4 f t w receiP'ofsueh » ""ch to commence die compliance with the o b ^ a t i ^ n r ^ b y 1 * 
of tiiis n^trurnent After the .ternary of oil or gas in paying quantihes on said premises, Lessee shall develop the acreage retained hereunder as a reasonably prudent operator but intoha^nTuus 
obhganon., shall m no even, by required to dnll more than one well pe, forty (40) acres ofthe are. retained hereunder and capable of producing oil in paying quantities a ^ n e well 
an acreage tolerance not to exceed 10% of 640 acres of the area retained hereunder and capable of producing gas in paying quantities. quamraes ana one well per 640 acres plus 

9. Lessor hereby warrants and agrees to defend the title to said land and agrees that Lessee at its option may discharge any tax, mortgage or other lien upon said land either in whole or in nan. and 
in even. Lessee does so „ shal be subrogated to such lien with the right to enforee same and apply royalties accruing hereunder toward satisfying same W t a . i r n p a i n S f S T S Z t o 
warranty m event of failure.ofhlle, ,t is agreed that if Lessor owns an interest in the oil or gas on, in or under said land less than the entire fee kn^le estate, Z \ ^ ^ t b c ^ l S ^ ^ 
reduced proportionately. Should any one or more ofthe parties named as Lessors fail to execute this lease, it shall nevertheless be binding upon me party o r ^ T ^ o S Z »ine 

, h , ^ ^ m

S h . U l d U T T 1 b o " } l

c o m P i ^ . w i l h •»» " P r e s s ° r ""Plied covenant of this lease, from conducting drilling or reworking operations thereon or from producing oil or gas 
therefrom by reason of scarcity of or inability to obtain or to use equipment or material, or by operation offeree majeure, any Federal or state law oVany order, rule or regulation Zovernmen^ 
authority then while so prevented. Lessee's obligation to comply with such covenant shall be suspended, and Lessee stall not be liable in damages for failure to comply t h e S a n d tins kaTshaH 
be extended while and so long as Lessee ,s prevented by any such cause from conducting drilling or reworking operations on or from producing oil or gas from the leTsed prernTs' ™d toe ti^ w W e 
Lessee is so prevented shall not be counted against Lessee, anything in this lease to the contrary notwithstanding. Premises, ana tne time while 

IN WITNESS WHEREOF, this instrurnent is executed on the date first above written. 
FrRST ROSWELL COMPANY 

Title 



pooling qo>j 

a 
ro 

o 
o 
ci a 

o 
re 

o o 
2 

P 

o 
i 

rt> S 
8 5. 
n a 

o 
Cu c 
o 
ro 

oo 
SO 
CD 

<: 

ro 

f- 1 

ro 

ro 

~S3Jldx3 U01SSIUIUI03 /CjAJ 

SOOZ j o ABp 
: X q 

Stqj 3UI 3JOJ3q p33p3[MOID|3B SBM tUSUIIUlSUI SIUJ, 

( HO AXNilOD 

( HO axvxs 

!N3WOaaiMONMDV NOU.VXO.rHOD 

sqqnd /OBION 

"ssiidxa uoissnuuios AJAJ 

c 
•ss( 

Aq 

"Siqj 301 SJOjaq p33p3]M0lD|3B SBM jusuiruisu! siqx 

HO AlNXlOD 

"HO axvxs 

XNHWDG31MONX5V TVnaiAiaNl 

3 i |qn j AJBION 

~S3JldX3 U0ISSIUIUI03 XjA] 

SOOt' JO A«p 

- j f UOWBH "O A O H *q 

"snn 3tu sjojsq p33p3|M0iD|3B SBM luauiansm s iq j . 

c 
•ss( 

"HO AXNTIOD 

HO HXVXS 

XNHwoamMONraDv ivnaiAiaNi 



•Producers 88 Rev. (5 Year Lease) 5-96 (FIVE YEAR PAID UP LEASE) Form 345 
YPC Revised Form OIL AND GAS LEASE Hall-Poorbaugh Press, tic. 

Roswell, New Mexico 

THIS AGREEMENT made this gth dav of February, 2005 between ALINE SIMS, SOLE AND SEPARATE PROPERTY, as Lessor (whether one or more), and YATES 

PETROLEUM CORPORATION - 70%; YATES DRILLING COMPANY -10%: MYCO INDUSTRIES. INC. • 10% and ABO PETROLEUM CORPORATION 

-10%. all New Mexico corporations. 105 South Fourth Street Artesia. New Mexico 88210 Lessee, WITNESSETH: 

1. Lessor in consideration of Ten and No/100 • - " Dollars 
($ 10.00 ) in hand paid, ofthe royalties herein provided and ofthe agreements of Lessee herein contained, hereby grants, leases and lets exclusively unto Lessee 
for the purpose of investigating, exploring, prospecting, drilling and mining for and producing oil and gas, laying pipe lines, building roads, tanks, power stations, 
telephone lines and other structures thereon and on, over and across lands owned or claimed by Lessor adjacent and contiguous thereto, to produce, save, take care of, treat, 
transport, and own said products, and housing its employees, the following described land in Lea County, New Mexico to-wit: 

Township 11 South. Range 35 East. N.M.P.M. 
Section 1: NE4SW4 

2. Without reference to the commencement, prosecution or cessation at any time of drilling or other development operations and/or to die discovery, development or cessation at any tune of 
production of oil or gas and without further payments than the royalties herein provided, and notwithstanding anything else herein contained to die contrary, this lease shall be for a term of five years 
from this date (called "primary term") and as long thereafter as oil or gas is produced from said land or land with which said land is pooled hereunder. 

3. The royalties to be paid by Lessee are: (a) on oil, J/5 of that produced and saved from said land, the same to be delivered at the wells or to the credit of Lessor into the pipe line to which the 
wells may be connected; Lessee may from time to time purchase any royalry oil in its possession, paying the market price therefor prevailing for the field where produced on the date of purchase; (b) 
on gas, including casinghead gas or other gaseous substance, produced from said land, and sold, or used off the premises or for the extraction of gasoline or other product therefrom, the market value at 
the well of 1/5 ofthe gas so sold or used, provided that on gas sold at the wells the royalty shall be 1/5 of the amount realized from such sale; while there is a gas well on this lease or on 
acreage pooled therewith but gas is not being sold or used, Lessee may pay or tender as royalry, on or before ninety (90) days after the date on which said well is shut in and thereafter at annual 
intervals the sum of $1.00 per acre, and if such payment is made or tendered, mis lease shall not terminate and it will be considered that gas is being produced from this lease in paying quantities. 
Payment or tender of said shut-in gas royalty may be made by check or draft of Lessee mailed or delivered to the parties entitled thereto on or before the date said payment is due. Lessee shall have 
free use of oil, gas, coal and water from said land, except water from Lessor's wells, for all operations hereunder, and the royalty on oil and gas shall be computed after deducting any so used. 

4. Lessee, at its option, is hereby given the right and power ID pool or combine the acreage covered by this lease, or any portion thereof as to oil and gas, or either of them, with other land, lease 
or leases in the immediate vicinity thereof to the extent, hereinafter stipulated, when in Lessee's judgment it is necessary or advisable to do so in order properly to explore, or to develop and operate 
said leased premises in compliance with the spacing rules of the New Mexico Oil Conservation Commission, or other lawful authority or when to do so would, in the judgment of Lessee, promote the 
conservation of oil and gas in and under and that may be produced from said premises. Units pooled for oil hereunder shall not substantially exceed 40 acres each in area, and units pooled for gas 
hereunder shall not substantially exceed in area 640 acres each plus a tolerance of 10% thereof, provided that should governmental authority having jurisdiction prescribe or permit the creation of units 
larger than those specified, units thereafter created may conform substantially in size with those prescribed by governmental regulations. Lessee under the provisions hereof may pool or combine 
acreage covered by this lease, or any portion thereof as above provided as to oil in any one or more strata and as to gas in any one or more strata. The units formed by pooling as to any stratum or 
strata need not conform in size or area with the unit or units into which the lease is pooled or combined as to any other stratum or strata, and oil units need not conform as to area with gas units. The 
pooling in one or more instances shall not exhaust the rights of the Lessee hereunder to pool this lease or portions thereof into other units. Lessee shall file for record in the appropriate records of the 
county in which the leased premises are situated an instrument describing and designating the pooled acreage as a pooled unit Lessee may at its election exercise its pooling option after commencing 
operations for or completing an oil or gas well on the leased premises, and the pooled unit may include, but it is not required to include, land or leases upon which a well capable of producing oil or gas 
in paying quantities has theretofore been completed or upon which operations for the drilling of a well for oil or gas have theretofore been commenced. Operations for drilling on or production of oil or 
gas from any part ofthe pooled unit which includes all or a portion of the land covered by this lease regardless of whether such operations for drilling were commenced or such production was secured 
before or after the execution of this instrument or the instrument designating the pooled unit, shall be considered as operations for drilling on or production of oil and gas from land covered by this lease 
whether or not the well or wells be located on the premises covered by this lease, and the entire acreage constituting such unit or units, as to oil and gas, or either of them, as herein provided, shall be 
treated for all purposes, except the payment of royalties on production from the pooled unit as if the same were included in this lease. For the purpose of computing the royalties to which owners of 
royalties and payments out of production and each of them, shall be entitled on production of oil and gas, or either of them, from the pooled unit, there shall be allocated to the land covered by this 
lease and included in said unit a pro rata portion of the oil and gas, or either of them, produced from the pooled unit after deducting that used for operations on the pooled units. Such allocation shall be 
on acreage basis-that is to say, there shall be allocated to the acreage covered by this lease and included in the pooled unit that pro rata portion ofthe oil and gas, or either of them, produced from the 
pooled unit which the number of surface acres covered by this lease and included in the pooled unit bears to the total number of surface acres included in the pooled unit Royalties hereunder shall be 
computed on the portion of such production, whether it be oil and gas, or either of them, so allocated to the land covered by this lease and included in the unit just as though such production were from 
such land. The production from an oil well will be considered production from the lease or oil pooled unit from which it is producing and not as production from a gas pooled unit; and production from 
a gas well will be considered as production from the lease or gas pooled unit from which it is producing and not from an oil pooled unit In addition to the foregoing, Lessee at its option is hereby given 
the right and power from time to time lo commit said land or any part or formation or mineral substance covered hereby to any cooperative or unit agreement or plan of development and operation, and 
to any modifications thereof, which have been approved by the New Mexico Oil Conservation Commission or other lawful governmental authority. In such event, the royalty payable to Lessor 
hereunder shall be computed and paid on the basis of the oil or gas allocated to such land under the terms of any such agreement or plan of operation, which basis shall be the same by which the 
royalty due the United States or the State of New Mexico is computed and paid. This lease shall not expire during the life of such agreement or plan and shall be subject to the terms thereof and said 
agreement or plan of operation shall be filed with the New Mexico Oil Conservation Commission, or other lawful authority, and Lessee shall record in the county in which the leased premises are 
situated, an instrument describing such agreement or plan of operation and reflecting the commitment thereto, and the same may be recorded either before or after tbe completion of wells. 

5. If at the expiration of tbe primary term oil or gas is not being produced on said land, or from land pooled therewith, but Lessee is then engaged in drilling or reworking operations thereon, or 
shall have completed a dry hole thereon within 60 days prior to the end of the primary terms, the lease shall remain in force so long as operations on said well or for drilling or reworking of any 
additional well are prosecuted with no cessation of more than 60 consecutive days, and if they result in the production of oil or gas so long thereafter as oil or gas is produced from said land, or from 
land pooled therewith. I t after die expiration of the primary term of tins lease and after oil or gas is produced from said land, or from land pooled therewith, the production thereof should cease from 
any cause, this lease shall not terminate if Lessee commences operations for drilling or reworking within 60 days after the cessation of such production, but shall remain in force and effect so long as 
such operations are prosecuted with no cessation of more than 60 consecutive days, and if they result in the production of oil and gas, so long thereafter as oil or gas is produced from said land, or from 
land pooled therewith. Any pooled unit designated by Lessee in accordance with the terms hereof, may be dissolved by Lessee by instrument filed for record in the appropriate records ofthe county in 
which the leased premises are situated at any time after the completion of a dry hole or (he cessation of production on said unit In the event a well or wells producing oil or gas in paying quantities 
should be brought in on adjacent land and within 660 feet of and draining the lease premises, or land pooled therewith. Lessee agrees to drill such offset well or wells as a reasonably prudent operator 
would drill under the same or similar circumstances. Lessee may at any time execute and deliver to Lessor or place of record a release or releases covering any portion or portions of the above 
described premises and thereby surrender this lease as to such portion or portions and be relieved or all obligations as to the acreage surrendered. 

6. Lessee shall have te right at any time during or after the expiration of this lease to remove all property and fixtures placed by Lessee on said land, iwluding the right to draw and remove all 
casing. When required by Lessor, Lessee will bury all pipe lines below ordinary plow depth, and no well shall be drilled within two hundred feet of any residence or bam now on said land without 
Lessor's consent 

7. The rights of either party hereunder may be assigned in whole or in part, and the provisions hereof shall extend to their heirs, successors and assigns but no change or division in ownership of 
™ ^ v T , r , ' a T . T f e ^ K 0 p e r a t e * f ° b ' i g a t i 0 m o r ri«hts o f ^ ^ »° * division in such ownership shauTbtading on Lessee^SZry 
(30) days after UsseeshaB have been furnished by registered U.S. mail at Lessee's principal place of business with a certified copy of recorded instrument or instilments evidencing same Inte event 
of assignmen^reofm whole or m part habihty for breach of any obligation hereunder shall rest exclusively upon the owner of this lease or of a portion thereof who ̂ m S ^ h t e a c t If six o 
more parties become entitled to royalty hereunder, Lessee may withhold payment thereof unless and until furnished with a recordable instrument executed by all s™ £ £ T K ^ agent to 
receive jwiy 11 tent toi* All* © 

, * J ^ l r e a f h b y

f

U 3 S " ^ a n - o b ^ d o n

l

a h s i n « h e r e u n d e r s h a U ™l w o r k » to*'*™ <* termination of this lease nor cause a termination or revision ofthe estate created hereby nor be grounds 
for cancellation hereof in whole or m part. In the event Lessor considers that operations are not at any time being conducted in compliance with this tease Lessor shaU S L Z ^ Z M ^ Z 

of tins instrument After the discovery of oil or gas in paying quantities on said premises, Lessee shall develop the acreage retained hereunder as a reasonably i m i d ^ t n ^ X w i n T K • 
obligation it shall in no event byrequired to drill more than one well per forty (40) acres of the area retained hereunder a n f ^ J S * * S S S t a a^oneweU p £ £ S ? £ . 
an acreage tolerance not to exceed 10% of640 acres ofthe area retained hereunder and capable of producing gas in paying quantities ^ q ^ ° » *eU per 640 acres plus 

t h e J L f ^ I f * ? - V T T d . & 0 ™ C O m p l i ™ 8 e x P r e s s » "nP'*ed covenant of this tease, from conducting drilling or reworking operations thereon or from producing oft or gas 
therefrom by reason of scarcity of or inability to obtain or to use equipment or material, or by operation of force imjeurTany Federal or satetow oranv ordeTnJ. Z ^ i . S ^ T f ^ 

be extended while and so long ̂ Lessee is prevented by any such cause from conducting drilling or reworking operations on or from producing oil or gas from t h * Z * S « r ana te u S wntle 
Lessee is so prevented shall not be counted against Lessee, anything in this lease to the contrary notwithstanding. premises, ana the time while 

IN WITNESS WHEREOF, this instrument is executed on the date first above written. 

ALINE SIMS 
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Roswell, New Mexico 

THIS AGREEMENT made this 8th dav of February, 2005 between ESTATE OF G.P. SIMS, DECEASED, as Lessor (whether one or more), and YATES 

PETROLEUM CORPORATION - 70%: YATES DRILLING COMPANY -10%: MYCO INDUSTRIES. INC. -10% and ABO PETROLEUM CORPORATION 

-10%. all New Mexico corporations. IPS South Fourth Street Artesia. New Mexico 88210 Lessee, WITNESSETH: 

1. Lessor in consideration of Ten and No/100 - - Dollars 
1% lo.oo ) in hand paid, of the royalties herein provided and of the agreements of Lessee herein contained, hereby grants, leases and lets exclusively unto Lessee 
for the purpose of investigating, exploring, prospecting, drilling and mining for and producing oil and gas, laying pipe lines, building roads, tanks, power stations, 
telephone lines and other structures thereon and on, over and across lands owned or claimed by Lessor adjacent and contiguous thereto, to produce, save, take care of, treat, 
transport, and own said products, and housing its employees, the following described land in Lea County, New Mexico to-wit: 

Township 11 South. Range 35 East N.M.P.M. 
Section 1: NE4SW4 

2. Without reference to the commencement, prosecution or cessation at any time of drilling or other development operations and/or to the discovery, development or cessation at any time of 
production of oil or gas and without further payments than the royalties herein provided, and notwithstanding anything else herein contained to the contrary, this lease shall be for a term of five years 
from this date (called "primary term") and as long thereafter as oil or gas is produced from said land or land with which said land is pooled hereunder. 

3. The royalties to be paid by Lessee are: (a) on oil, 1/5 of that produced and saved from said land, the same to be delivered at the wells or to the credit of Lessor into the pipe line to which the 
wells may be connected; Lessee may from time to time purchase any royalty oil in its possession, paying the market price therefor prevailing for the field where produced on tbe date of purchase; (b) 
on gas, including casinghead gas or other gaseous substance, produced from said land, and sold, or used off the premises or for the extraction of gasoline or other product therefrom, the market value at 
the well of 1/5 of the gas so sold or used, provided that on gas sold at the wells the royalty shall be 1/5 of the amount realized from such sale; while there is a gas well on this lease or on 
acreage pooled therewith but gas is not being sold or used, Lessee may pay or tender as royalty, on or before ninety (90) days after the date on which said well is shut in and thereafter at annual 
intervals the sum of SI .00 per acre, and if such payment is made or tendered, this lease shall not terminate and it will be considered that gas is being produced from this lease in paying quantities. 
Payment or tender of said shut-in gas royalty may be made by check or draft of Lessee mailed or delivered to the parties entitled thereto on or before the date said payment is due. Lessee shall have 
free use of oil, gas, coal and water from said land, except water from Lessor's wells, for all operations hereunder, and the royalty on oil and gas shall be computed after deducting any so used. 

4. Lessee, at its option, is hereby given the right and power to pool or combine the acreage covered by this lease, or any portion thereof as to oil and gas, or either of them, with other land, lease 
or leases in the immediate vicinity thereof to the extent, hereinafter stipulated, when in Lessee's judgment it is necessary or advisable to do so in order properly to explore, or to develop and operate 
said leased premises in compliance with the spacing rules of the New Mexico Oil Conservation Commission, or other lawful authority or when to do so would, in die judgment of Lessee, promote the 
conservation of oil and gas in and under and that may be produced from said premises. Units pooled for oil hereunder shall not substantially exceed 40 acres each in area, and units pooled for gas 
hereunder shall not substantially exceed in area 640 acres each plus a tolerance of 10% thereof; provided that should governmental authority having jurisdiction prescribe or permit the creation of units 
larger than those specified, units thereafter created may conform substantially in size with those prescribed by governmental regulations. Lessee under the provisions hereof may pool or combine 
acreage covered by this lease, or any portion thereof as above provided as to oil in any one or more strata and as to gas in any one or more strata. The units formed by pooling as to any stratum or 
strata need not conform in size or area with the unit or units into which the lease is pooled or combined as to any other stratum or strata, and oil units need not conform as to area with gas units. The 
pooling in one or more instances shall not exhaust the rights of the Lessee hereunder to pool this lease or portions thereof into other units. Lessee shall file for record in the appropriate records of the 
county in which the leased premises are situated an instrument describing and designating the pooled acreage as a pooled unit Lessee may at its election exercise its pooling option after commencing 
operations for or completing an oil or gas well on the leased premises, and the pooled unit may include, but it is not required to include, land or leases upon which a well capable of producing oil or gas 
in paying quantities has theretofore been completed or upon which operations for the drilling ofa well for oil or gas have theretofore been commenced. Operations for drilling on or production of oil or 
gas from any part ofthe pooled unit which includes all or a portion ofthe land covered by this lease regardless of whether such operations for drilling were commenced or such production was secured 
before or after the execution of this instrument or the instrument designating the pooled unit, shall be considered as operations for drilling on or production of oil and gas from land covered by this lease 
whether or not the well or wells be located on the premises covered by this lease, and the entire acreage constituting such unit or units, as to oil and gas, or either of them, as herein provided, shall be 
treated for all purposes, except the payment of royalties on production from the pooled unit, as if the same were included in this lease. For the purpose of computing the royalties to which owners of 
royalties and payments out of production and each of them, shall be entitled on production of oil and gas, or either of them, from the pooled unit, there shall be allocated to the land covered by this 
lease and included in said unit a pro rata portion ofthe oil and gas, or either of them, produced from the pooled unit after deducting that used for operations on the pooled units. Such allocation shall be 
on acreage basis-that is to say, there shall be allocated to the acreage covered by this lease and included in the pooled unit tbat pro rata portion ofthe oil and gas, or either of them, produced from the 
pooled unit which the number of surface acres covered by this lease and included in the pooled unit bears to the total number of surface acres included in the pooled unit Royalties hereunder shall be 
computed on the portion of such production, whether it be oil and gas, or either of them, so allocated to the land covered by this lease and included in the unit just as though such production were from 
such land. The production from an oil well will be considered production from the lease or oil pooled unit from which it is producing and not as production from a gas pooled unit; and production from 
a gas well will be considered as production from the tease or gas pooled unit from which it is producing and not from an oil pooled unit In addition to the foregoing, Lessee at its option is hereby given 
the right and power from time to time to commit said land or any part or formation or mineral substance covered hereby to any cooperative or unit agreement or plan of development and operation, and 
to any modifications thereof, which have been approved by the New Mexico Oil Conservation Commission or other lawful governmental authority. In such event, the royalty payable to Lessor 
hereunder shall be computed and paid on the basis of the oil or gas allocated to such land under the terms of any such agreement or plan of operation, which basis shall be the same by which the 
royalty due the United States or the State of New Mexico is computed and paid. This lease shall not expire during the life of such agreement or plan and shall be subject to the terms thereof and said 
agreement or plan of operation shall be filed with the New Mexico Oil Conservation Commission, or other lawful authority, and Lessee shall record in the county in which the leased premises are 
situated, an instrument describing such agreement or plan of operation and reflecting the commitment thereto, and the same may be recorded either before or after the completion of wells. 

5. If at the expiration of the primary term oil or gas is not being produced on said land, or from land pooled therewith, but Lessee is then engaged in drilling or reworking operations thereon, or 
shall have completed a dry hole thereon within 60 days prior to the end of the primary terms, the lease shall remain in force so long as operations on said well or for drilling or reworking of any 
additional weU are prosecuted with no cessation of more than 60 consecutive days, and if they result in die production of oil or gas so long thereafter as oil or gas is produced from said land, or from 
land pooled therewith. I f after die expiration of the primary term of this lease and after oil or gas is produced from said land, or from land pooled therewith, the production thereof should cease from 
any cause, this lease shall not terminate if Lessee commences operations for drilling or reworking within 60 days after the cessation of such production, but shall remain in force and effect so long as 
such operations are prosecuted with no cessation of more than 60 consecutive days, and if they result in the production of oil and gas, so long diereafter as oil or gas is produced from said land, or from 
land pooled therewith. Any pooled unit designated by Lessee in accordance with the terms hereof, may be dissolved by Lessee by instrument filed for record in the appropriate records of the county in 
which the leased premises are situated at any time after the completion of a dry hole or the cessation of production on said unit In the event a well or wells producing oil or gas in paying quantities 
should be brought in on adjacent land and within 660 feet of and draining the tease premises, or land pooled therewith. Lessee agrees to drill such offset weU or wells as a reasonably prudent operator 
wouldI drill under die same or similar circumstances. Lessee may at any time execute and deliver to Lessor or place of record a release or releases covering any portion or portions of theabove 
described premises and thereby surrender this lease as to such portion or portions and be relieved or all obligations as to the acreage surrendered. 

• * ^ " ^ l ! rigbt f m y * ^ J*"™ 8" f 6",. "* ^ a & m of "us lease to remove all property and fixtures placed by Lessee on said land, including the right to draw and remove aU 
casing When reqiured by Lessor, Lessee will bury aU pipe hues below ordinary plow depth, and no well shall be drilled within two hundred feet of any residences bamnow on said lanoTimout 
Lessors consent. 

rt. t i l " " righ,^°fvitherParty tere^r

j

n7 J* in whole or in part, and the provisions hereof shall extend to their heirs, successors and assigns but no change or division in ownership of 
tire land or royatoes, however accomplished, shall operate to enlarge the obligations or diminish the rights of Lessee; and no change or division in such ownership ^ M ^ ^ C Z l ^ ^ ^ Z ^ , 

of assignment hereof m whole or m part liability for breach of any obligation hereunder shall rest exclusively upon the owner of this lease or ofa portion thereof who commitemhteeach.7(2™ 

^ e ^ " * ^ ^ ^ ^ W i t h h ° ' d " " ^ " * " d " reC°ldable * ~ — T y " such ~ d T g L t g » agent to 

forcl^h^^ 

* - t s ^ ^ 

m e v L ^ d S ^ 
warranty in event of failure of tide, A g r e e d accrunuj hereunder toward satisfying same Without impairment of Lessee's right under the 
reducedproportionately.^^ 

£ 2 £ T™^, ' ° b l l g a t , 0 " t 0 " " ^ Wi* SUCh c o v e m n t s h a B "^"ded, and Lessee shall not be liable in damages for failure to c o Z y Z ^ Z a Z ^ ^ 
be extended while and so tong as Lessee is prevented by any such cause from conducting drilling or reworking operations on or from producing oil or gas from te S prerri m i te ti^wnue" 
Lessee is so prevented shall not be counted against Lessee, anything in (his lease to die contrary notwithstanding. gas irom me leaseo premises, and the time while 

IN WITNESS WHEREOF, this instrument is executed on the date first above written. 
ESTATE OF G.P. SIMS, DECEASED 

By. Title 
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. OIL AND GAS LEASE Hall-Poorbaugh Press, Inc. 
YPC Revised Form _ „ ~. . . 

Roswell, New Mexico 

THIS AGREEMENT made this _8th_day of February, 2005 between QUAY MURPHY, as Lessor (whether one or more), and YATES PETROLEUM 

CORPORATION - 70%: YATES DRILLING COMPANY - 10%: MYCO INDUSTRIES. INC. -10% and ABO PETROLEUM CORPORATION - 10%. all New 

Mexico corporations. 105 South Fourth Street Artesia. New Mexico 88210 Lessee. WITNESSETH: 

1. Lessor in consideration of Ten and, No/100— - - r r - ~ r - r — , : : • i - = ^ = L D o l l a r s 
C$ 10.00 ) in hand paid, ofthe royalties herein provided and ofthe agreements of Lessee herein contained, hereby grants, leases and lets exclusively unto Lessee 
for the purpose of investigating, exploring, prospecting, drilling and mining for and producing oil and gas, laying pipe lines, building roads, tanks, power stations, 
telephone lines and other structures thereon and on, over and across lands owned or claimed by Lessor adjacent and contiguous thereto, to produce, save, take care of, treat, 
transport, and own said products, and housing its employees, the following described land in Lea County, New Mexico to-wit. 

Township 11 South. Ranee 35 East N.M.P.M. 
Section 1: NE4SW4 

2 Without reference to the commencement, prosecution or cessation at any time of drilling or other development operations and/or to the discovery, development or cessation at any time of 
production of oil or gas and without further payments than the royalties herein provided, and notwimstanding anything else herein contained to the contrary, this tease shall be for a term of five years 
from this date (called "primary term") and as long thereafter as oil or gas is produced from said land or land with which said land is pooled hereunder. 

3. The royalties to be paid by Lessee are: (a) on oil US of that produced and saved from said land, the same to be delivered at the wells or to the credit of Lessor into the pipe line to which the 
weUs may be connected; Lessee may from time to time purchase any royalty oil in its possession, paying the market price therefor prevailing for the field where produced on the date of purchase; (b) 
on gas, including casinghead gas or other gaseous substance, produced from said land, and sold, or used off the premises or for the extraction of gasoline or other product therefrom, the market value at 
the we'll of 1/5 of the gas so sold or used, provided that on gas sold at the wells the royalty shall be 1/5 of the amount realized from such sale; while there is a gas well on this lease or on 
acreage pooled therewith but gas is not being sold or used, Lessee may pay or tender as royalty, on or before ninety (90) days after the date on which said well is shut in and thereafter at annual 
intervals the sum of $1.00 per acre, and if such payment is made or tendered, this lease shall not terminate and it will be considered tbat gas is being produced from this lease in paying quantities. 
Payment or tender of said shut-in gas royalty may be made by check or draft of Lessee mailed or delivered to the parties entitled thereto on or before the date said payment is due. Lessee shall have 
free use of oil, gas, coal and water from said land, except water from Lessor's wells, for all operations hereunder, and the royalty on oil and gas shall be computed after deducting any so used. 

4. Lessee, at its option, is hereby given the right and power to pool or combine the acreage covered by this lease, or any portion thereof as to oil and gas, or either of them, with other land, lease 
or leases in the immediate vicinity thereof to mt extent, hereinafter stipulated, when in Lessee's judgment it is necessary or advisable to do so in order properly to explore, or to develop and operate 
said leased premises in compliance with the spacing rules of the New Mexico Oil Conservation Commission, or other lawful authority or when to do so would, in the judgment of Lessee, promote the 
conservation of oil and gas in and under and that may be produced from said premises. Units pooled for oil hereunder shall not substantially exceed 40 acres each in area, and units pooled for gas 
hereunder shall not substantially exceed in area 640 acres each plus a tolerance of 10% thereof provided that should governmental authority having jurisdiction prescribe or permit the creation of units 
larger than those specified, units thereafter created may conform substantially in size with those prescribed by governmental regulations. Lessee under tile provisions hereof may pool or combine 
acreage covered by this lease, or any portion thereof as above provided as to oil in any one or more strata and as to gas in any one or more strata. The units formed by pooling as to any stratum or 
strata need not conform in size or area with the unit or units into which the lease is pooled or combined as to any other stratum or strata, and oil units need not conform as to area with gas units. The 
pooling in one or more instances shall not exhaust the rights ofthe Lessee hereunder to pool this lease or portions thereof into other units. Lessee shall file for record in the appropriate records ofthe 
county in which the leased premises are situated an instrument describing and designating die pooled acreage as a pooled unit Lessee may at its election exercise its pooling option after commencing 
operations for or completing an oil or gas well on die leased premises, and the pooled unit may include, but it is not required to include, land or leases upon which a well capable of producing oil or gas 
in paying quantities has theretofore been completed or upon which operations for the drilling of a well for oil or gas have theretofore been commenced. Operations for drilling on or production of oil or 
gas from any part of the pooled unit which includes all or a portion of the land covered by this lease regardless of whether such operations for drilling were commenced or such production was secured 
before or after the execution of this instrument or the instrument designating die pooled unit, shall be considered as operations for drilling on or production of oil and gas from land covered by this lease 
whether or not the well or wells be located on the premises covered by this lease, and the entire acreage constituting such unit or units, as to oil and gas, or either of them, as herein provided, shall be 
treated for all purposes, except the payment of royalties on production from die pooled unit, as if the same were included in Ibis lease. For the purpose of computing the royalties to which owners of 
royalties and payments out of production and each of them, shal) be entitled on production of oil and gas, or either of diem, from the pooled unit, there shall be allocated to the land covered by this 
lease and included in said unit a pro rata portion ofthe oil and gas, or either of them, produced from the pooled unit after deducting that used for operations on the pooled units. Such allocation shall be 
on acreage basis-that is to say, there shall be allocated to the acreage covered by this tease and included in the pooled unit that pro rata portion ofthe oil and gas, or either of them, produced from the 
pooled unit which the number of surface acres covered by this lease and included in the pooled unit bears to the total number of surface acres included in die pooled unit Royalties hereunder shall be 
computed on the portion of such production, whether it be oil and gas, or either of them, so allocated to the land covered by this lease and included in the unit just as though such production were from 
such land. The production from an oil well will be considered production from the lease or oil pooled unit from which it is producing and not as production from a gas pooled unit; and production from 
a gas well will be considered as production from the lease or gas pooled unit from which it is producing and not from an oil pooled unit In addition to the foregoing, Lessee at its option is hereby given 
the right and power from time to time to commit said land or any part or formation or mineral substance covered hereby to any cooperative or unit agreement or plan of development and operation, and 
to any modifications thereof which have been approved by the New Mexico Oil Conservation Commission or other lawful governmental authority. In such event, the royalry payable to Lessor 
hereunder shall be computed and paid on the basis of the oil or gas allocated to such land under the terms of any such agreement or plan of operation, which basis shall be the same by which the 
royalty due the United States or the State of New Mexico is computed and paid. This lease shall not expire during the life of such agreement or plan and shall be subject to the terms thereof and said 
agreement or plan of operation shall be filed with the New Mexico Oil Conservation Commission, or other lawful authority, and Lessee shall record in the county in which the leased premises are 
situated, an instrument describing such agreement or plan of operation and reflecting the commitment thereto, and the same may be recorded either before or after the completion of wells. 

5. If at die expiration of the primary term oil or gas is not being produced on said land, or from land pooled therewith, but Lessee is then engaged in drilling or reworking operations thereon, or 
shall have completed a dry hole thereon within 60 days prior to the end of the primary terms, the lease shall remain in force so long as operations on said well or for drilling or reworking of any 
additional well are prosecuted with no cessation of more than 60 consecutive days, and if they result in the production of oil or gas so long thereafter as oil or gas is produced from said land, or from 
land pooled therewith. If, after the expiration of the primary term of this lease and after oil or gas is produced from said land, or from land pooled therewith, the production thereof should cease from 
any cause, this lease shall not terminate if Lessee commences operations for drilling or reworking within 60 days after the cessation of such production, but shall remain in force and effect so long as 
such operations are prosecuted with no cessation of more than 60 consecutive days, and if they result in the production of oil and gas, so long thereafter as oil or gas is produced from said land, or from 
land pooled therewith. Any pooled unit designated by Lessee in accordance with the terms hereof, may be dissolved by Lessee by instrument filed for record in the appropriate records of the county in 
which the leased premises are situated at any time after the completion of a dry hole or the cessation of production on said unit ln the event a well or wells producing oil or gas in paying quantities 
should be brought in on adjacent land and within 660 feet of and draining the lease premises, or land pooled therewith Lessee agrees to drill such offset well or wells as a reasonably prudent operator 
would drill under the same or similar circumstances. Lessee may at any time execute and deliver to Lessor or place of record a release or releases covering any portion or portions of the above 
described premises and thereby surrender this lease as to such portion or portions and be relieved or all obligations as to die acreage surrendered. 

6. Lessee shall have me right at any time during or after the expiration of this lease to remove all property and fixtures placed by Lessee on said land, including the right to draw and remove all 
castng. When required by Lessor, Lessee will bury all pipe lines below ordinary plow depth, and no well shall be drilled within two hundred feet of any residence or bam now on said land without 
Lessor's consent 

, 7 T t a ^ of either party b e r e ' ? ^ r

J

t T !* » whole or in part, and the provisions hereof shall extend to their heirs, successors and assigns but no change or division in ownership of 
tite land or royataes, howe ver acc^hshed, shaU operate to enlarge the obligations or diminish the rights of Lessee; and no change or division in such ownership shauTbinding on Lessee unmXty 
(30) days after Lessee shaU have been fomuihed by registered U.S. mail at Lessee's principal place of business with a certified copy of recorded instrument or iZruments evSing same. In te event 
of ass.gnmem hereof » whole or in part hab.l.ty for breach of any obligation hereunder shall rest exclusively upon the owner of this lease or of a portion thereof who commits such breach. If six o 
re^veapayn*nt foTaD * ^ ' ^ " " y * * * * ^ « * m * f u m i s h e d w i t h « ™<™*« <*"uted by all such pa^lsigTting an agem" to 

fo, J L ^ T H ^ t ^ T J ! V- ° b l l g a f " a n S U 1 8 h f r e u n d e r s h a U n o t w o r k » <°rf'ia« or termination of this lease nor cause a termination or revision ofthe estate created hereby nor be grounds 
forcancelktion hereof m whole or u. part In the event Lessor considers that operations are not at any time being conducted in compliance with this lease, Lessor shaU notify Lessee inTr iWof te 

l ^ Z ^ u ^ ^ ^ V l ? ^ ° ' , r m S T 8 q U a T e 3 °* * p r e m i 3 M ' U s s e c shall develop te acreage retained hereunder as a reasonably prudent operator b u t u X n a r g K 
obligation it shad in no event by required to drdl more than one well per forty (40) acres of te area retained hereunder and capable of producing oil in paying quantite andoneweU L ^ o 3 f n t ! 
an acreage tolerance not ID exceed 10% of640 acres ofthe area retained hereunder and capable of producing gas in paying qmntities P * " * p l u S 

i ° m

S | W u l d U s s e e * P r e v w ? e d coinplying with any express or implied covenant of this tease, from conducting drilling or reworking operations thereon or from producing oil or aas 
tlterefrom by reason of scarcity of or utabflity to obtain or to use equipment or material, or by operation offeree majeure, any Federal or stateTw oVany order^e or r e ^ r ^ o f Z e r n n i n ^ 
author*,; ten whde so prevented, Lessee's obligation to comply with such covenant shall be suspended, and Lessee shall not be liable in damages for failure to cornpry 
be extended whne and so ong as Lessee is prevented by any such cause from conducting drilling or reworking operations on or from producing oil or gas from te teased2«r te rnnTwhte 
Lessee is so prevented shall not be counted against Lessee, anything in this tease to the contrary notwithstanding. Premises, ana tne ame while 

IN WITNESS WHEREOF, this instrument is executed on the date first above written. 

QUAY MURPHY 
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YPC Revised Form Roswell, New Mexico 

THIS AGREEMENT made this _8jh_day of February, 2005 between QUAY MURPHY, as Lessor (whether one or more), and YATES PETROLEUM 

rnpPOttATIQN - 70%- V A T I S DRILLING POMP ANY .10%: M v r n INDUSTRIES. INC. • 10% and ABO FETRQLEUM CORPORATION • 10%, all New 

M,Ti f» rnrnoration.. t l « South Fourth Street. Artesia. New Mexlep 88210 Lessee, WITNESSETH: 
• ______ ._ r. _________ Doll&rs 

1 I f!10r in -rynci/tomtinn n f j l j f a anr] No/100—-— , , . . . - 7 7 • . • , 

($ 10 00 ) in hand paid, ofthe royalties herein provided and ofthe agreements of lessee herein contained, hereby grants, leases and lets exclusively untoLessee 

I thepuVpose c t b ! n ] S ^ « > ^ p n V ^ ^ « * ™« i n 8 fo' ° » d I ™ * " * * o i l ^ l a y i n g p i p e " f ' b u l l d m 8 ™ < * > tanks, power sfctoons 

X t n X s a n d ^ 
S p o r t , and own said products, and housing its employees, the following described land in Lea County, NewMexico to-w.t 

Township 11 South. Range 3S East N.M.P.M. 

Section 1: NE4SW4 

2 Without reference to the commeocement, prosecution or cessation at any time of drilling or other development operations and/or to the discovery, developnient o r j < ~ * * « < J ? * * * 
p r o d u c t i T o ? T o r ^ ^ ^ ^ ^ ^ «* royalties herein provided, and notwithstanding anydung else herein conjamed to the contiary, tins lease shall be for a term of five years 
frm, tins date (called primary term») and as long thereafter as oil or gas is produced from said land or land with which said land is pooled hereunder. 

3 The royalties to be paid by Lessee are: (a) on oil, yS of that produced and saved from said land, the same to be delivered at the weUs or to the credit of Lessor into thepir* ̂  the 
w e l l s , » t a ^ l M may from time to time purchase any royalty oil in its possession, paying the market price therefor prevailing for the field where produced on the date of purchase, (b 
on gas deluding casinghead gas or other gaseous substance, produced from said land, and sold, or used off the premises or for the extraction of gasoline or other product therefrom, the market value at 
Lwe l l of 1/5 ofthegas so sold or used, provided that on gas sold at the wells the royalty shall be J_5_of the amount realized from such sale; while there is a gas well on tins lease or on 
acreage pooled therewith but gas is not being sold or used, Lessee may pay or tender as royalty, on or before ninety (90) days after the date on which said well is shut in and thereafter at annual 
intervals te sum of $1.00 per acre, and if such payment is made or tendered, this lease shall not terminate and it will be considered that gas is being produced from this lease in paying quantities. 
Payment or tender of said shut-in gas royalty may be made by check or draft of Lessee mailed or delivered to the parties entitled thereto on or before the date said payment is due. Lessee shall have 
free use of oil, gas, coal and water from said land, except water from Lessor's wells, for all operations hereunder, and the royalty on oil and gas shall be computed after deducting any so used. 

4. Lessee, at its option, is hereby given the right and power to pool or combine the acreage covered by this lease, or any portion thereof as to oil and gas, or either of them, with other land, lease 
or leases in the immediate vicinity thereof to the extent, hereinafter stipulated, when in Lessee's judgment it is necessary or advisable to do so in order properly to explore, or to develop and operate 
said leased premises in compliance with the spacing rules of the New Mexico Oil Conservation Commission, or other lawful authority or when to do so would, in te judgment of Lessee, promote the 
conservation of oil and gas in and under and that may be produced from said premises. Units pooled for oil hereunder shall not substantially exceed 40 acres each in area, and units pooled for gas 
hereunder shall not substantially exceed in area 640 acres each plus a tolerance of 10% thereof, provided that should governmental authority having jurisdiction prescribe or permit the creation of units 
larger than those specified, units thereafter created may conform substantially in size with those prescribed by governmental regulations. Lessee under the provisions hereof may pool or combine 
acreage covered by this lease, or any portion thereof as above provided as to oil in any one or more strata and as to gas in any one or more strata. The units formed by pooling as to any stratum or 
strata need not conform in size or area with the unit or units into which the lease is pooled or combined as to any other stratum or strata, and oil units need not conform as to area with gas units. The 
pooling in one or more instances shall not exhaust the rights of the Lessee hereunder to pool this lease or portions thereof into other units. Lessee shall file for record in the appropriate records of the 
county in which the leased premises are situated an instrument describing and designating the pooled acreage as a pooled unit Lessee may at its election exercise its pooling option after commencing 
operations for or completing an oil or gas well on the leased premises, and te pooled unit may include, but it is not required to include, land or leases upon which a well capable of producing oil or gas 
in paying quantities has theretofore been completed or upon which operations for the drilling ofa well for oil or gas have theretofore been commenced. Operations for drilling on or production of oil or 
gas from any part of the pooled unit which includes all or a portion of the land covered by this lease regardless of whether such operations for drilling were commenced or such production was secured 
before or after die execution of this instrument or the instrument designating the pooled unit, shall be considered as operations for drilling on or production of oil and gas from land covered by this lease 
whether or not the well or wells be located on te premises covered by this lease, and the entire acreage constituting such unit or units, as to oil and gas, or either of them, as herein provided, shall be 
treated for all purposes, except the payment of royalties on production from the pooled unit, as if the same were included in this lease. For the purpose of computing the royalties to which owners of 
royalties and payments out of production and each of them, shall be entitled on production of oil and gas, or either of them, from the pooled unit, there shal) be allocated to the land covered by this 
lease and included in said unit a pro rata portion of the oil and gas, or either of them, produced from the pooled unit after deducting that used for operations on the pooled units. Such allocation shall be 
on acreage basis-that is to say, there shall be allocated to the acreage covered by this lease and included in the pooled unit that pro rata portion of the oil and gas, or either of them, produced from the 
pooled unit which te number of surface acres covered by this lease and included in the pooled unit bears to the total number of surface acres included in the pooled unit Royalties hereunder shall be 
computed on te portion of such production, whether it be oil and gas, or either of them, so allocated to the land covered by this lease and included in the unit just as though such production were from 
such land. The production from an oil well will be considered production from the lease or oil pooled unit from which it is producing and not as production from a gas pooled unit; and production from 
a gas well will be considered as production from the lease or gas pooled unit from which it is producing and not from an oil pooled unit In addition to the foregoing, Lessee at its option is hereby given 
the right and power from time to time to commit said land or any part or formation or mineral substance covered hereby to any cooperative or unit agreement or plan of development and operation, and 
to any modifications thereof, which have been approved by the New Mexico Oil Conservation Commission or other lawful governmental authority. In such event, the royalty payable to Lessor 
hereunder shall be computed and paid on the basis of the oil or gas allocated to such land under te terms of any such agreement or plan of operation, which basis shall be the same by which the 
royalty due the United States or the State of New Mexico is computed and paid. This lease shall not expire during the life of such agreement or plan and shall be subject to te terms thereof and said 
agreement or plan of operation shall be filed with the New Mexko Oil Conservation Commission, or other lawful authority, and Lessee shall record in the county in which the leased premises are 
situated, an instrument describing such agreement or plan of operation and reflecting the commitment thereto, and the same may be recorded either before or after the completion of wells. 

5. If at the expiration of the primary term oil or gas is not being produced on said land, or from land pooled therewith, but Lessee is then engaged in drilling or reworking operations thereon, or 
shall have completed a dry hole thereon within 60 days prior to the end of the primary terms, the lease shall remain in force so long as operations on said well or for drilling or reworking of any 
additional well are prosecuted with no cessation of more than 60 consecutive days, and if they result in the production of oil or gas so long thereafter as oil or gas is produced from said land, or from 
land pooled therewith. If after the expiration ofthe primary term of this lease and after oil or gas is produced from said land, or from land pooled therewith, the production thereof should cease from 
any cause, this lease shall not terminate if Lessee commences operations for drilling or reworking within 60 days after the cessation of such production, but shall remain in force and effect so long as 
such operations are prosecuted with no cessation of more than 60 consecutive days, and if they result in the production of oil and gas, so long thereafter as oil or gas is produced from said land, or from 
land pooled therewith. Any pooled unit designated by Lessee in accordance with the terms hereof, may be dissolved by Lessee by instrument filed for record in te appropriate records of the county in 
which the leased premises are situated at any time after te completion of a dry hole or the cessation of production on said unit In the event a well or wells producing oil or gas in paying quantities 
should be brought in on adjacent land and within 660 feet of and draining te lease premises, or land pooled therewith. Lessee agrees to drill such offset weU or wells as a reasonably prudent operator 
would drill under te same or similar circumstances. Lessee may at any time execute and deliver to Lessor or place of record a release or releases covering any portion or portions of the above 
described premises and thereby surrender this lease as to such portion or portions and be relieved or all obligations as to te acreage surrendered. 

6. Lessee shall have the right at any time during or after the expiration of this lease to remove all property and fixtures placed by Lessee on said land, including the right to draw and remove all 
casing. When required by Lessor, Lessee will bury all pipe lines below ordinary plow depth, and no well shall be drilled within two hundred feet of any residence or bam now on said land without 
Lessor's consent 

_ 7. The rights of either party hereunder may be assigned in whole or in part and the provisions hereof shall extend to their heirs, successors and assigns but no change or division in ownership of 
die land or royalties, however accomplished, shall operate to enlarge te obligations or dimmish te rights of Lessee; and no change or division in such ownership shall be binding on Lessee until thirty 
(30) days after Lessee shall have been furnished by registered U.S. man at Lessee's principal place of business with a certified copy of recorded instrument or instruments evidencing same In the event 
of assignment hereof in whole or m part lability for breach of any obligation hereunder shall rest exclusively upon the owner of this lease or of a portion thereof who commits such breach If six or 
more parties become entitled to royalty hereunder, Lessee may withhold payment thereof unless and until furnished with a recordable instrument executed by all such parties designating an aaent to 
receive payment for all. r ——«B —•»»«™ w 

8. The breach by Lessee of any obligation arising hereunder shall not work a forfeiture or termination of this lease nor cause a tenranauon or revision of the estate created hereby nor be grounds 
for cancelation hereof m whole or m part In the event Lessor considers that operations are not at any time being conducted in compliance with this lease, Lessor shall notify U ^ iZ^VoTZ 

£ u n ! r ^ ™ r A

C Z T 2 L Z V T * a n d U S S e e ' i f m S h a l h a W s U * a f t e l « ~ * o f s u c h » * • - w t e h » « ~ the compliance win, te o b h g a & n T ^ o ™ i t 
oftnisratrument After the discovery of oil or gas in paying quannnes on said premises, Lessee shall develop the acreage retained hereunder as a reasonably prudent operator but i n X h a Z i e t o 
obhganon, shall in no event bynqutod to drill more than one well per forty (40) acres of te area retained hereunder and capable of producing oil in paying q ,Ses a " wet l « 0 a " „ t 
an acreage tolerance not to exceed 10% of640 acres ofthe area retained hereunder and capable of producing gas in paying quantities. 4 per 640 acres plus 

in e v L Y ^ l ^ r ^ i ^ T ! L d ! f e n d !!?• ^ £ ^ " n d U m * * i < S ° V t i a a "*> **•«»» " » ««• " " " M 6 or other lien upon said land either in whole or in pan, and 
in event Lessee does so it shall be subrogated to such hen with the tight to enforce same and apply royalties accruing hereunder toward satisfying same W t a tapairment of UssSs ruTunder te 
warranty m event of faUureofnde, ,t is agreed that if Lessor owns an interest in te oil or gas on, in or under said land less than the entire f e e b l e estate, X n Z ^ S L V b T S l L e ^ o r X n t 
reduced proportionately. Should any one or more ofthe parties named as Lessors fail to execute this lease, it shall nevertheless be binding upon Zparty orpar t ie !TJZ^^ sarne" 

, . ^ i ! L S ! K ) U l d h C S S t ** p r e V e " t e d . f o m

i .
c o m P | y i n « wi* any «P"s» or implied covenant of this lease, from conducting drilling or reworking operations thereon or from producing oil or gas 

^ ^ . w L r e a ^ n " " " t f f * * * * * * ° b , a m ot to use equipment or material, or by operation offeree majeure, any Federal or state law or any order, rule or regulation of government 
j " " * " 0 " ' * * " " h j l e " P^ented, Lessee's obligation to comply with such covenant shall be suspended, and Lessee shall not be liable in damages for failure to comply therewith; and tins lease shall 
be extended while and so Urng as Lessee is prevented by any such cause from conducting drilling or reworking operations on or from producing oil or gas from the leased premises; and te time while 
Lessee is so prevented shall not be counted against Lessee, anything in this lease to the contrary notwithstamling. F 

IN WITNESS WHEREOF, this instrument is executed on the date first above written. 

QUAY MURPHY 
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Producers 88 Rev. (5 Year Lease) 5-96 (FIVE YEAR PAID UP LEASE) Form 345 
YPC Revised Form OIL AND GAS LEASE Hall-Poorbaugh Press, Inc. 

Roswell, New Mexico 

THIS AGREEMENT made this 8th dav of February, 2005 between MARK S. DUNN, TRUSTEE OF THE BILLY AND ANN W. DUNN TRUST, as Lessor (whether one 

or more), and YATES PETROLEUM CORPORATION • 70%: YATES DRILLING COMPANY - 10%: MYCO INDUSTRIES. INC. - 10% and ABO 

PETROLEUM CORPORATION -10%. all New Mexico corporations. 105 South Fourth Street. Artesia. New Mexico 88210 Lessee. WITNESSETH: 

1. Lessor in consideration of Ten and No/100— : • - ^.Dollars 
($ 10,00 ) i n hand paid, of the royalties herein provided and of the agreements of Lessee herein contained, hereby grants, leases and lets exclusively unto Lessee 
for the purpose of investigating, exploring, prospecting, drilling and mining for and producing oil and gas, laying pipe lines, building roads, tanks, power stations, 
telephone lines and other structures thereon and on, over and across lands owned or claimed by Lessor adjacent and contiguous thereto, to produce, save, take care of, treat, 
transport, and own said products, and housing its employees, the following described land in Lea County, New Mexico to-wit: 

Township 11 South. Ranee 35 East N.M.P.M. 
Section 1: NE4SW4 

2. Without reference to the commencement, prosecution or cessation at any time of drilling or other development operations and/or to the discovery, development or cessation at any time of 
production of oil or gas and without further payments than the royalties herein provided, and notwithstanding anything else herein contained to the contrary, this lease shall be for a term of five years 
from this date (called "primary term") and as long thereafter as oil or gas is produced from said land or land with which said land is pooled hereunder. 

3. The royalties to be paid by Lessee are: (a) on oil, 1/5 of that produced and saved from said land, Ute same to be delivered at the wells or to the credit of Lessor into the pipe line to which the 
wells may be connected; Lessee nay from time to time purchase any royalty oil in its possession, paying the market price therefor prevailing for the field where produced on the date of purchase; 0>) 
on gas, including casinghead gas or other gaseous substance, produced from said land, and sold, or used off Ihe premises or for the extraction of gasoline or other product therefrom, the market value at 
the well of 1/5 of the gas so sold or used, provided that on gas sold at the wells the royalty shall be 1/5 of the amount realized from such sale; while there is a gas well on this lease or on 
acreage pooled therewith but gas is not being sold or used, Lessee may pay or tender as royalty, on or before ninety (90) days after the date on which said well is shut in and thereafter at annual 
intervals the sum of $1.00 per acre, and if such payment is made or tendered, this lease shall not terminate and it will be considered that gas is being produced from this lease in paying quantities. 
Payment or tender of said shut-in gas royalty may be made by check or draft of Lessee mailed or delivered to the parties entitled thereto on or before the date said payment is due. Lessee shall have 
free use of oil, gas, coal and water from said land, except water from Lessor's wells, for all operations hereunder, and the royalty on oil and gas shall be computed after deducting any so used. 

4. Lessee, at its option, is hereby given the right and power to pool or combine the acreage covered by this lease, or any portion thereof as to oil and gas, or either of them, with other land, lease 
or leases in the immediate vicinity thereof to the extent, hereinafter stipulated, when in Lessee's judgment it is necessary or advisable to do so in order properly to explore, or to develop and operate 
said leased premises in compliance with the spacing rules of the New Mexico Oil Conservation Commission, or other lawful authority or when to do so would, in the judgment of Lessee, promote the 
conservation of oil and gas in and under and that may be produced from said premises. Units pooled for oil hereunder shall not substantially exceed 40 acres each in area, and units pooled for gas 
hereunder shall not substantially exceed in area 640 acres each plus a tolerance of 10% thereof; provided that should governmental authority having jurisdiction prescribe or permit the creation of units 
larger than those specified, units thereafter created may conform substantially in size with those prescribed by governmental regulations. Lessee under the provisions hereof may pool or combine 
acreage covered by this lease, or any portion thereof as above provided as to oil in any one or more strata and as to gas in any one or more strata. The units formed by pooling as to any stratum or 
strata need not conform in size or area with the unit or units into which the lease is pooled or combined as to any other stratum or strata, and oil units need not conform as to area with gas units. The 
pooling in one or more instances shall not exhaust the rights of the Lessee hereunder to pool this lease or portions thereof into other units. Lessee shall file for record in the appropriate records of the 
county in which the leased premises are situated an instrument describing and designating the pooled acreage as a pooled unit Lessee may at its election exercise its pooling option after commencing 
operations for or completing an oil or gas well on the leased premises, and die pooled unit may include, but it is not required to include, land or leases upon which a well capable of producing oil or gas 
in paying quantities has theretofore been completed or upon which operations for the drilling of a well for oil or gas have theretofore been commenced. Operations for drilling on or production of oil or 
gas from any part of the pooled unit which includes all or a portion of die land covered by this lease regardless of whether such operations for drilling were commenced or such production was secured 
before or after the execution of this instrument or the instrument designating die pooled unit, shall be considered as operations for drilling on or production of oil and gas from land covered by this lease 
whether or not the well or wells be located on the premises covered by this lease, and tbe entire acreage constituting such unit or units, as to oil and gas, or either of them, as herein provided, shall be 
treated for all purposes, except the payment of royalties on production from the pooled unit, as if the same were included in this lease. For the purpose of computing the royalties to which owners of 
royalties and payments out of production and each of them, shall be entitled, on production of oil and gas, or either of them, from the pooled unit, there shall be allocated to the land covered by this 
lease and included in said unit a pro rata portion of die oil and gas, or either of them, produced from the pooled unit after deducting that used for operations on the pooled units. Such allocation shall be 
on acreage basis-that is to say, mere shall be allocated to the acreage covered by this lease and included in the pooled unit that pro rata portion ofthe oil and gas, or either of them, produced from the 
pooled unit which the number of surface acres covered by this lease and included in the pooled unit bears to the total number of surface acres included in the pooled unit Royalties hereunder strati be 
computed on the portion of such production, whether it be oil and gas, or either of them, so allocated to the land covered by this lease and included in the unit just as though such production were from 
such land. Tbe production from an oil well will be considered production from the lease or oil pooled unit from which it is producing and not as production from a gas pooled unit; and production from 
a gas well will be considered as production from the lease or gas pooled unit from which it is producing and not from an oil pooled unit In addition to the foregoing, Lessee at its option is hereby given 
the right and power from time to time to commit said land or any part or formation or mineral substance covered hereby to any cooperative or unit agreement or plan of development and operation, and 
to any modifications thereof, which have been approved by the New Mexico Oil Conservation Commission or other lawful governmental authority. In such event the royalty payable to Lessor 
hereunder shall be computed and paid on the basis of the oil or gas allocated to such land under the terms of any such agreement or plan of operation, which basis shall be the same by which the 
royalty due Hie United Slates or the State ol New Mexico is computed and paid. This lease shall not expire during the life of such agreement or plan and shall be subject to the terms thereof and said 
agreement or plan of operation shall be filed with the New Mexico Oil Conservation Commission, or other lawful authority, and Lessee shall record in die county in which the leased premises are 
situated, an instrument describing such agreement or plan of operation and reflecting the commitment thereto, and the same may be recorded either before or after the completion of wells. 

5. If at die expiration ofthe primary term oil or gas is not being produced on said land, or from land pooled therewith, but Lessee is then engaged in drilling or reworking operations thereon, or 
shall have completed a dry hole thereon within 60 days prior to the end ofthe primary terms, the lease shall remain in force so long as operations on said well or for drilling or reworking of any 
additional well are prosecuted with no cessation of more than 60 consecutive days, and if they result in Ihe production of oil or gas so long thereafter as oil or gas is produced from said land, or from 
land pooled therewith I t after the expiration of the primary term of this lease and after oil or gas is produced from said land, or from land pooled therewith, the production thereof should cease from 
any cause, this lease shall not terminate if Lessee commences operations for drilling or reworking within 60 days after the cessation of such production, but shall remain in force and effect so long as 
such operations are prosecuted with no cessation of more than 60 consecutive days, and if they result in the production of oil and gas, so long thereafter as oil or gas is produced from said land, or from 
land pooled therewith Any pooled unit designated by Lessee in accordance with the terms hereof, may be dissolved by Lessee by instrument filed for record in the appropriate records ofthe county in 
which the leased premises are situated at any time after the completion of a dry hole or the cessation of production on said unit In the event a well or wells producing oil or gas in paying quantities 
should be brought in on adjacent land and within 660 feet of and draining the lease premises, or land pooled therewith Lessee agrees to drill such offset well or wells as a reasonably prudent operator 
would drill under the same or similar circumstances. Lessee may at any time execute and deliver to Lessor or place of record a release or releases covering any portion or portions ofthe above 
described premises and thereby surrender this lease as to such portion or portions and be relieved or all obligations as to tbe acreage surrendered. 

6. Lessee shall have tin right at any time during or after the expiration of thia lease to remove all property and fixtures placed by Lessee on said land, including the right to draw and remove all 
casing. When required by Lessor, Lessee will bury all pipe lines below ordinary plow depth, and no well shall be drilled within two hundred feet of any residence or bam now on said land without 
Lessor's consent 

7. The rights of either party hereunder may be assigned in whole or in part and the provisions hereof shall extend to their heirs, successors and assigns but no change or division in ownership of 
the land or royalties, however accomplished, shall operate to enlarge the obligations or dirrdnish the rights of Lessee; and no change or division in such ownership shall be binding on Lessee until thirty 
(30) days after Lessee shall have been furnished by registered U.S. mail at Lessee's principal place of business with a certified copy of recorded instrument or instruments evidencing same. In the event 
of assignment hereof in whole or in part liability for breach of any obligation hereunder shall rest exclusively upon the owner of this lease or ofa portion thereof who commits such breach If six or 
more parties become entitled to royalty hereunder, Lessee may withhold payment thereof unless and until tumished with a recordable instrument executed by all such parties designating an agent to 
receive payment for all. 6 

8. The breach by Lessee of any obligation arising hereunder shall not work a forfeiture or termination of this lease nor cause a termination or revision of the estate created hereby nor be grounds 
for cancellation hereof in whole or in part In the event Lessor considers that operations are not at any time being conducted in compliance with this lease, Lessor shall notify Lessee in writing of the 
facts relied upon as constituting a breach hereof, and Lessee, if in default, shall have sixty days after receipt of such notice in which to commence the compliance with the obligations iimosedbv virtue 
of tins instniment After the discovery of oil or gas in paying quantities on said premises, Lessee shall develop the acreage retained hereunder as a reasonably prudent operator but in d^harirL this 
obligation it shaU in no event by required to drill more than one well per forty (40) acres of the area retained hereunder and capable of producing oil in paying quantities and one well per 640̂ cres olus 
an acreage tolerance not to exceed 10% of640 acres ofthe area retained hereunder and capable of producing gas in paying quantities. 

9. Lessor hereby warrants and agrees to defend foe title to said land and agrees that Lessee at its option may discharge any tax, mortgage or other lien upon said land either in whole or in pan. and 
m eventLessee ooes so rt shall be subrogated to such lien with the right to enforce same and apply royalties accruing hereunder toward satisfying same Without impairmentZhmSt-r^imoerX 
w r̂ranry in even, of tMure of ntte, tt is agreed that if Lessor own, an interest in the oil or gas on, in or under said land less than the entire fee smile estate, men d u t i e s to WpridSorAau be 
reduced proportionately. Should any one or more ofthe parties named as Lessors fail to execute this lease, it shall nevertheless be binding upon the party or parties executing the same. 

10. Should Lessee be prevented fromi conniving with any express or implied covenant of this lease, from conducting drilling or reworking operations thereon or from producing oil or gas 
therefrom by reason of scarcity of or inability to obtain or to use equipment or material, or by operation of force majeure, any Federal or state law or any order, rule or regulation of governmenbti 
authority then while so prevented, Lessee's obligation to comply with such covenant shall be suspended, and Lessee shall not be liable to damages for failure to comply therewith- and this lease shall 
be extended while and so long as Lessee is prevented by any such cause from conducting drilling or reworking operations on or from producing oil or gas from the leased premises'- and the time while 
Lessee is so prevented shall not be counted against Lessee, anything in this lease to the contrary notwithstanding. 

IN WITNESS WHEREOF, this imtrument is executed on the date first above written. 
BILLY AND ANN W. DUNN TRUST 

MARK S. DUNN, TRUSTEE 
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