
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 

Re: Oil and Gas Lease Proposal 
T-16-S, R-36-E, N.M.P.M., Lea County, New Mexico 
0.2296 acre, more or less, out of Lot 15 ofSection 3 

Dear Mrs. Gutierrez: 
—1 

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 



P r o d u c e r ' s 8 8 - P r o d u c e r ' e R e v i s e d 1994 Naw M e x i c o F o r m 342P, Pa id -up P r i n t e d a n d l o r s a l * by H a l l - P o o r b a u g h Praaa , R o s w a l l , N.M. 

OIL & GAS LEASE 

THIS AGREEMENT made thit day of 1 9 _ 2 f L j _ b e t w e e n O l i v j f l G u t i e r r e z a n d h u s b a n d • 

Jesse Gutierrez, 

P. 0. BOX 143J, 
™ — =-=—n—, <*—Loyington, m 8826Q, 

Manzano O i l Corporation, a New Mexico corporation (PoetorficeAddreee) herein called leaaor (whether one or more) and ( o f P. 0 . Box 2107. Roswel l . NM 88202-2107) 
1. Letaor, in consideration ot TEN ANO OTHER DOLLARS In hand paid, receipt of which la here acknowledged, and of the royaltlea herein provided and of the agreemenla of lha leaaee 

herein conlained, hereby grants, leases and lets exclusively unto lessee for the purpose of Investigating, exploring, prospecting, drilling, and operating for and producing oil and gaa, Injecting gas, 
waters, other fluida, and air Into subsurface strata laying pipelines, storing oil, building tanks, roadways, telephone linea, and other structures and things thereon to produce, save, lake care of! 

treat, process, store and transport said minerals, the following described land In L e a County, New Mexico, to-wit: 

A l l of Lot 4 i n Block 1 of Morningside 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 a l l interest owned by Lessor in and to a l l of the o i l , 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 . 2 2 9 6 acrea, whether tt actually comprises more or less. 

2. Subject to the olher provisions herein contained, thia leaae shall remain In force for a term of t h r c * F ! ( 3 ) yeara from thla dale (celled "primary term") 
and aa long thereafter aa oil or gas ia produced from aaid land or from land with which aaid land la pooled. 

3. The royalties to be paid by lessee are: (a) on oil, and other liquid hydrocarbona saved at the well, 3 / 1 6 o ) ( h a t p [ o t j U C e d and saved from 

said land, same to be delivered at the wells or to the credit ot lessor In the pipeline to which the wells may be connected; (b) on gaa, including casinghead gas or other gaseous substance 

produced from said land and used of) the premises or uaad In tha manufacture of gasoline or other products, tha market value al tha wall ol 3 / 1 6 0 | t n 8 g g t u l 4 ^ 

provided that on gas sold on or off the premises, tha royalties ahall be 3/16 of the amount realized Irom auch sale; (c) and at any time when this lease ia not validated by other provisions hereof and there la a gas and/or condensate well on said land, or land pooled 
therewith, but gas or condensate la not being so aold or uaed and auch well la shut In, either before or alter production therefrom, then on or belore 90 days after said well is shut In, and thereafter 
at annual intervals, lessee may pay or tender an advance shut-In royalty equal lo $1.00 per net acre of lessor's gas acreage then held under this lease by the party making such payment or tender, 
and so long as said shut-In royalty ia paid or tendered, this lease shall not terminate and it shall ba considered under all clauaea hereof that gaa Is being produced Irom the leased premises In 
paying quantities. Each such payment shall be paid or tendered to the party or parties who at the lima of such payment would be entitled to receive Ihe royallles which would be paid under this 
lease if Ihe well were in fact producing. The payment or tender of royaltlea and shut-in royallles may be made by check or draft. Any timely payment or tender of shut-in royalty which is made in 
a bona fide attempt to make proper payment, bul which is erroneous In whole or In part aa to parties or amounts, shall nevertheless be sufficient to prevent termination ol this lease In lha same 
manner as though a proper payment had been made it lessee shall correct such error wilhin 30 daya after lessee has received written notice thereof by certified mail from the party or parties 
entitled to receive payment together with such written Instruments (or certified copies thereof) as are necessary to enable lessee to make proper payment. The amount realized Irom the sale of 
gas on or otf the premises shall be the price established by the gas sales contract entered into In good faith by lessee and gas purchaser tor such term and under such conditions as are customary 
in Ihe industry. 'Price' shall mean Ihe net amount received by lessee after giving elfect to applicable regulatory ordera and after application of any applicable price adjustments specified in such 
coniract or regulatory ordera. In the event leaaee compresses, treata, purlflea, or dehydrates auch gas (whether on or oft the leaaed premiaea) or tranaporta gaa off Ihe leased premises, lessee 
in computing royalty hereunder may deduct from such price a reasonable charge for each of such lunctlona performed. 

*. Thia Is a paid-up laese and lessee shall noi be obligated during the primary term hereof to commence or continue any operatlona ot whatsoever character or to make any payments 
hereunder In order to maintain thia leaae In lorce during the primary term; however, thla provision is not intended lo relieve lessee of Ihe obligation to pay royalties on actual production pursuant 
to Ihe provisions or Paragraph 3 hereof. 

5. Lessee Is hereby granted Ihe right and power, from time lo time, to pool or combine this leaae, the land covered by It or any part or horizon thereof with any other land, leases, mineral 
estalea or parte thereof lor the production of oil or gaa. Units pooled hereunder shail not exceed Ihe standard proration unit fixed by law or by tha Oil Conservation Division of the Energy and 
Minerals Department ol the Stale of New Mexico or by any other lawtul authority lor the pool or area in which said land is situated, plus a tolerance of ten percent. Lessee shall file written unit 
designations In tha county in which Ihe premises are located and such units may be designated from time lo time and either before or after the completion ol wells. Drilling operations on or 
production Irom any part of any such unit shall ba considered for all purposes, except the payment of royalty, aa operatlona conducted upon or production from the land deacribed In thla lease. 
There shall be allocated lo Ihe land covered by this lease included in any such unit thai portion of Ihe total production of pooled minerals (rom wells In the unit, after deducting any used in lease 
or unil operations, which the net oil or gas acreage In the land covered by this lease Included In Ihe unit bears to the total number ol surface acrea in Ihe unit. The production so allocated shall 
be considered for all purposes, Including the payment or delivery of royally, to be the entire production of pooled minerals from the portion of said land covered hereby and Included In said unil in 
the same manner aa though produced trom aaid land under Ihe terms of this lease. Any pooled unit designated by lessee, as providad herein, may be dissolved by lessee by recording an 
appropriate Inatrumeni In Ihe County where tha land la aituated at any time after the completion ol a dry hole or the ceaaation of production on said unit. 

6. II at Ihe expiration of the primary term there ia no wall upon aaid land capable of producing oil or gaa, but leaaee haa commenced operatlona for drilling or reworking thereon, thia lease shall 
remain In force so long as operations are prosecuted wilh no cessation of more lhan 60 consecutive daya, whether auch operatlona be on the same well or on a different or additional well or wells, 
and If they result In Ihe production of oil or gaa, ao long thereafter as oil or gas Is produced from said land. If, attar Ihe expiration of tha primary term, all wells upon said land should become 
incapable of producing for any cause, this lease ehaiJ not terminate If lessee commences operaiions for additional drilling or for reworking within 60 days thereafter, if any drilling, additional 
drilling, or reworking operations hereunder result In production, then this lease ahall remain in lull force ao long thereafter as oil or gaa Is produced hereunder. 

7. Lessee shall have free use of oil, gas and water from said land, except water trom lessor's wells and tanks, for all operaiions hereunder, and the royally shall be computed after deducting 
any so used. Lessee shall have the righl al any lime during or after the expiration of thla leaae to remove all property and flxturea placed by leasee on said land, Including the right to draw and 
remove all casing. When required by lessor, lessee will bury all pipe linea on cultivated lands below ordinary plow depth, and no well shall be drilled within two hundred feet (200 ft.} of any 
residence or barn now on said land without lessor's consent. Lessor shall have Ihe privilege, al his risk and expanse, of using gaa from any gas weil on said land for stoves and inside lights in Ihe 
principal dwelling thereon, out ol any surplus gas noi needed for operatlona hereunder. 

8. The rights of either party hereunder may ba assigned In whole or in part and the provisions hereof shall extend to their heirs, executors, administrators, successors and assigns; bul no 
change In Ihe ownership of the land or In lha ownership of, or rights to receive, royalties or shut-In royallles, however accomplished shall operete to enlarge the obligations or diminish the rights 
of lessee: and no auch change or division shall be binding upon leaaee for any purpose until 30 days after lessee has been furnished by certified mail at lessee's principal place of business wilh 
acceptable instruments or certified copies thereof constituting Ihe chain of title from tha original lessor. If any such change In ownership occurs through the death of the owner, lessee may, al ita 
option, pay or tender any royalties or shut-In royalties In Ihe name ot the deceased or lo his estate or lo his heirs, executor or administrator unlil such time as lessee has been furnished wilh 
evidence satisfactory to lessee as to tha persons entitled to such sums. An assignment of this lease in whole or In part shall, lo the extent of such assignment, relieve and discharge lessee of any 
obligaliona hereunder and , if lessee or essignee of part or parte hereof shall fail or make default In Ihe payment ot the proportionate part of royalty or shut-In royalty due from such lessee or 
assignee or fail to comply wilh any ol lha provisions of this lease, such default shall not affect Ihis lease Insofar as it covers a part of said landa upon which lessee or any assignee thereof shall 
properly comply or make such payments. 

S. Should lessee be prevented from complying wilh any express or Implied covenant of this lease, or from conducting drilling or reworking operaiions hereunder, or from producing oil or gas 
hereunder by reason of scarcity or Inability lo ootain or use equipment or material, or By operation of force majeure, or by any Federal or state law or any order, rule or regulation of governmental 
authority, then while ao prevented, lessee's duty shall be auspended, and lessee shall not be liable lor failure to comply therewith; and Ihis lease shall be extended while and so long as lessee is 
prevented by any auch cause from conducting drilling or reworking operatlona or Irom producing oil or gaa hereunder; and the lime while lessee Is so prevented shall not be counted against 
lessee, anything in ihis lease lo the contrary notwithstanding. 

10. Lessor hereby warrants and agreea to defend Ihe tille lo said land and agrees that lessee at Is option may discharge any tax, mortgage or other lien upon said land, and in the event lessee 
does so it shall be subrogated 10 such lien wilh the righl to enforce same and to apply royalties and ahul-ln royaltlea payable hereunder toward satisfying same. Without Impairment of lessee's 
rights under Ihe warranty. If this leese covers a less Inierest In ihe oil or gas In all or any part of said land than the entire and undivided tee simple estate (whether lessor's inierest Is herein 
specified or not) Ihen the royalties, shut-In royally, and other payments. If any, accruing from any part as lo which Ihis lease covers less lhan such full Interest, shall be paid only in Ihe proportion 
which the interest therein, If any, covered by thla lease, bears lo the whole and undivided fee simple estate therein. Should any one or more of the parlies named above as lessora lall to execute 
this lease, it shall nevertheleas be binding upon the party or parties executing the aame. 

11 Lessee ils or his successors, heirs and assigns, shall have the right al any lime lo surrender this lease, in whole or In part, to lessor or his heirs, successors and assigns by delivering or 
mailing a release theraol lo the lessor, or by placing a release thereof of record in the county In which said land Is situated; thereupon lessee shall be relieved from all obligations, expressed or 
implied, of Ihis agreement aa to acreage ao surrendered, and thereafter the shut-in royally payable hereunder shall be reduced In the proportion that the acreage covered hereby la reduced by 
said release or releases. 

Executed '.he day and year lirsl above writtan. 

s. s. $» 
Olivia Gutierrez 

S • s * n * 
Jesse Gutierrez 


