Manzano Oil Corporation P.O. Box 2107
Roswell, New Mexico 88202-2107
(505) 623-1996
FAX (505) 625-2620

February 12, 1998

Mrs. Olivia Gutierrez
P. O. Box 1433

Lovington, NM 88260 g FC,’
Re:  Oil and Gas Lease Proposal e =
T-16-S, R-36-E, N.M.P.M., Lea County, New Mexico R
0.2296 acre, more or less, out of Lot 15 of Section 3 P,
Dear Mrs. Gutierrez: C:*?ﬂ =
—

Manzano Oil Corporation requests that you grant us Oil & Gas Lease for a term of
3 years, providing for a 3/16 royalty, and covering the captioned 0.2296 acre
(0.0359 net acre), further described in the enclosed lease as Lot 4 in Block 1 of the
Morningside Addition to Lovington. The total consideration for this lease would
be $25.00.

Should this offer meet with your approval, please date and sign the lease in the
presence of a notary and return it to me, at which time I will send you a check in
the amount of $25.00 for the lease consideration. Thank you for your
consideration of this offer and please call me if you have any questions or
comments in this regard.

Sincerely,

Debbi Jeffers

Enclosure
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OIL & GAS LEASE
THIS AGREEMENT made this day of 1998, vewesn _Qlivia Gutierrez and husband,

Jesse Gutierrez,

P.U. BOX 1433,

f
Manzano Oil Corporation, a New Mexico co;poratlon {Post Office Address)
hersin called lessor {whathar one of more) and (of P, O. Box 2107, Roswell, NM 88202-2107 ) . lessae:

1. Lessor, in consideration of TEN AND QTHER DOLLARS in hand paid, réceipt of which is here acknowiedged, and of the royalties herein provided and of the agreements of the lessee
herein contained, hereby granis, ieases and lets axciusively unto lesses for the purpose of investigating, exploring, praspecting, drilling, and oparating for and producing oil and gas, Injecting gas
waters, other Huids, and air into subsuriace strata laying pipelines, storing oil, building tanks, roadways, telephons lines, and other structures and things thereon to produce, save, lake care of:

treat, process, siore and lransport said minerals, the following described land in Lea County, New Mexica, to-wit:

all of Lot 4 in Block 1 of Moiningside Addition to the Town, now City, of Lovington, New
Mexico (being situated within Lot 15 of Section 3, T-16-S, R-36-E, N.M.P.M.), together
with all interest owned by Lessor in and to all of the oil, gas and other minerals in and
under and that may be produced from the streets, avenues and alleys within said addition:

Said land Is estimated to comprise 0 ° 2296 acres, whether it actually comprises more or less.

2. Subject to the other provisions herein contained, this lease shall remalin in force for & term of three (3) years from this dale (called *primary term*)
and as long thereafter as oil or gas is produced from sald land or from land with which said land Is pooled.

3. The royalties to be paid by iessee are: (a) on oil, and other liquid hydrocarbans saved at the well, 3/ 16 of that producaed and saved from
said land, same (o ba delivered at the wells or 1o the credit of lessor in the pipeline to which the waiis may be connacted; (b) on gas, inciuding casinghead gas or olther gaseous substance
produced from said land and used off the premises or used in the manufacture of gascline or other products, the masket value at the well of 3/ 16 of the gas used,
provided that on gas sold on or off the premises, the royalties shall be 3 / 16

of the amount realized from such sale; (c) and at any time when this lease is not validated by other provisions hereof and thare is & gas and/or condensate well on said land, or land pooled
therewilh, but gas or condensate is not being $o sold or used and such well is shut in, either before or aiter production tharefrom, then on or before 80 days after sald well Is shut in, and thereafier
at annual intervais, 19ssee may pay or tender an advance shut-in royalty aqual to $1.00 per net acre of lessor's gas acreage then held under this Iease by the party making such payment or tender,
and so long as said shul-in royalty is paid or tandered, this iease shall not tearminate and It shail be considerad under all clauses hereof that gas s being produced from the leased pramises in
paying quantities. Each such payment shail be paid or lendered to the party or parties who at the time of such payment would be entitied to receive the royalties which would be paid under this
leasa if the well were in fact producing. The paymant or tander of royalties and shut-in royalties may be made by check or draft. Any timaly paymaent or tender of shut-in royalty which s mada in
a bona lide attempt to make proper payment, but which is arroneous In whole or in part as to parties or amounts, shall nevertheless be sufficient to prevent termination of this lease in the same
manner as though & proper payment had been made if lessee shall carrect such error within 30 days after lessee has received written notice thereof by cenified mail from the party or parties
entitled to receive payment together with such wrilten insirumaents {or cerified capies thereof) as are necessary to enable lessee to make proper paymant. The amount realized from the sale of
gas on or off tha premises shall be the price established by the gas sales contract entersd Into in good faith by iessee and gas purchaser for such term and under such conditions as are customary
in the industry. *Price® shail mean the net amount received by iessee after giving eHact 1o appiicabie regulatory orders and after application of any applicable price adjustments specified in such
coniract or reguiatory orders. In the event lessee compresses, treats, purifies, or denydrates such gas (whether on or off the i d premises) or tranapornts gas off the 18ased premises, lossee
in computing royaity hereunder may deduct from such price a reasonable charge for each of such functions performed.

4. This s a paid-up lease and lesses shail not be obligated during the primary term hereof to commence or continue any opaerations of whatsoever character or to make any plymanil
hereundes In order 1o maintain this leasae in force during the primary term; however, thia provision is not intendad to relieve iessee of the obligation to pay royaities on actual production pursuant
to tha provisions or Paragraph 3 hereof.

5. Lesseq ls hereby granted the right and powaer, from time to time, to pool or combine this lease, the land covered by it or any part or horizon thereof with any other land, leases, mineral
estales or parts thereof for the production of oil or gas. Units pooled hereunder shall not exceed the standard proration unit fixed by law or by tha Oll Conservation Division of the Energy and
Minerals Depantment of the State of New Mexico or by any other lawiful authority for the pool or area in which said land Is situated, plus a tolerance of ten parcent. Lessee shall file written unit
designations in the county in which the premises are located and such units may be designated from time to time and either before or atier the completion of wells. Drilling operations on or
production {rom any part of any such unit shall be considered for all purposes, excepl the payment of royalty, as operations conducted upon or production from the land describad in this leasa.
There shall be aliocalad lo the land covered by this lease included in any such unit thal portion of the total production of pooled minerals from wails in the unit, after deducting any used in lease
or unit operations, which the net oil or gas acreage in the land covered by this lease included in the unit baars to the total number of surlace acres in the unit. The production so allocaled shalt
be considered for ail purposaes, Including the payment or delivery of royalty, to be the entire production of pooled minerals from the partion of said land covered hereby and included in said unit in
the same manner as though produced trom said land under the terms of this lease. Any pooled unit designated by lessee, as provided herein, may be dissolved by iessae by recording an
appropriats instrument in the County where the iand is situated at any time after the compiation of a dry hole or the cessation of production on said unit.

8. i1 st the expiration of the primary term therae is no weil upon said land capabie of producing oil or gas, bul lesses has commenced operations for drilling or reworking theraon, this leasa shall
remain in force 8o long as operations are prosecuted with no cessalion of more than 60 consecutive days, whether such operations be on the same well or on a ditferant or additional weli or wells,
and if they resuit in the production of oil or gas, 8o long thereafter as oil or gas is produced from said land. If, after the expiration of the primary term, all weils upon said land should become
incapable of producing for any cause, this lease shail not terminate if lessee commences operations for additional drilling or for rewarking within 60 days thereatter. If any drilling, additional
drilling, of reworking oparations hereunder result in production, then this lease shail remain in full force so long thereafter as oil or gas Is produced hereunder.

7. Lessee shall have free use of ol!, gas and water from said land, except water from lessor's weils and tanks, for all operations hereunder, and the royalty shall be computed after deducting
any so usad. Lessee shail have the right at any lime during or after the expiration of this iease to remove all property and fixtures piaced by lessee on said iand, including the right to draw and
removae all casing. When requirad by iessor, iessee will bury all pipe lines on cultivated (ands beiow ordinary plow depth, and no well shali be drilled within two hundred feet (200 fi.} of any
residence or barn naw on said land without lessor's consent. Lessor shall have the priviiege, at his risk and expense, of using gas from any gas well on said land for stoves and inside lights in the
principal dweliing therson, out of any surplus gas not needed for operations hereunder.

8. The rights of either panty hereunder may be assigned in whole or in part and the provisions hereof shail extend to their heirs, executors, administrators, successors and assigns; but no
change in the ownership of the land or in the ownership of, or rights to receive, royalties or shut-in royalties, however plished shall operate to enlarge the obligations or diminish the rights
of lesses: and no such change or division shall be binding upon lesaee for any purpose until 30 days after lessee has been furnished by cerified mail at lessee's principal place of business with
acceplable instruments or centified coples thereof constituting the chain of titie from the original lessor. If any such change In ownership occurs through the death of the ownar, lessee may, al its
option, pay or tender any royalties or shul-in royalties in the name of the deceased or 1o his estale or 10 his heirs, executor or administrator until such time as iessee has been turnished with
evidence satisfaciory to [es39e as to the persons entitied to such sums. An assignmant of this iease in wholg o¢ in part shall, 10 the extent of such &ssignment, relieve and discharge lessee of any
obligations hereunder and , if Iessee or assignea of part or parts hereof shall fail or make default in the payment of the proportionale part of royalty or shut-in royalty due from such lessee or
pssignee or fail 1o comply with any of the provisions of this lease, such default shail not aftect this lease insofar as it covers s part of said lands upon which lessee or any assignes thereot shall
properly comply or make such payments.

9. Should lessee be prevented from complying with sny express or implied covenant of this lease, or from conducting drilling or reworking operations hereundar, or from producing oil or gas
hereunder by reason of scarcity or inability o oDlain of us@ equipmant or material, or by oparation of force majeure, or by any Federal or state law or any order, rule or regulation of governmeniai
authority, then while 30 prevented, lessee's duty shall ba suspended, and lesses shall not be liable for failure to comply therewith; and this lease shall be extended while and so long as lassee is
prevented by any such cause from conducting drilling or reworking operations or from producing oil of gas hereunder; and the time while lessee Is 30 prevented shall not be counted against
lessae, anything in this lease 10 the contrary notwithslanding. .

10. Lessor hereby warrants and agrees to defend the titie 10 said iand and agrees that lessee at is option may discharge any tax, mortgage or other lian upon said land, and in the avent lessee
does 30 it shall be subrogated to such lien with the right to enforce same and to apply royalties and shut-in royalties payable hereunder toward satisfying same. Without impairment of lessee's
rights under the warranty, if this lease covers a less interest in the oil or gas in all or any part of said land than the entire and undivided fee simple eslate (whelher lessor's inlerest Is herein
specified or not) then the royaities, shut-in royaity, and ather payments, If any, accruing from any part as 10 which this lease covers less than such full Interast, shall be paid only in the proportion
which the intersst tharein, It any, coverad by this lease, baars 10 the whole and undivided fee simpie estate therein. Shouid any one or more of the panies named above as lessors fail 0 execute
this lease, il shall nevertheless be binding upon the party or parties executing the same.

11. Lessee, ils or his successors, heirs and assigns, shall have the right at any time 10 surrender this lease, in whoie or in part, to lassor or his heirs, successors and assigns by delivering or
mailing & releasa thareo! 1o the lessar, or by piacing a release thereof of record in the county In which said land (s situated; thereupon iessee shall be relieved fram aii obiigations, expréssed or
impilied. of this agreemant as 10 acreage 30 surrendered, and thereafter the shut-in royally payable hereunder shall be reducaed in the proportion that the acreage covered hereby is reduced by
sa.d release or relgases.

Executed the day and year lirst above wniten.

S.S.#:

Olivia Gutierrez

S.S.#:

Jesse Gutierrez



