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OIL t GAS LEASE 

THIS M M O O i r e made t h i s 2 7 t h day o f Notch , 2001 between Hade11no Stokes, d o . l i n g w i t h hot . o l . ond separate 
proper ty , whose oddross l o p . o . Bon 1115. orona. Texos 761*43 h e r e i n c o l l e d lessor l U i e t h a r OA* or aoral and Jama a 
D. H u f f . P. O. «ox 70S, K l n o o l o . I r m 75773. loaooo; 

1. Lessor, l n c o i u l d e r a c l o r i o f TEH AND OTHER DOLLARS I n hood p o l o , r e c e i p t o f which l a hare acknowledged, and 
o f tha r o y a l t i e s he r e in p rov ided and o f tha agreements o f tho lessee h a r o i n conte lned. hereby g ran t s , laaaaa and 
l a t a e x c l u s i v e l y unto loaooo f o r tlao purpooa o f i n v e s t i g a t i n g , e e p l o r l n g . p rospec t ing , d r i l l i n g , ond ope ra t ing f o r 
and producing o i l and gaa, i n j e c t i n g gaa, aa ta ra , o t h e r f l u i d s , oral a i r i n t o subsurface s t r a t a , l a y i n g p i p e l i n e s , 
s t o r i n g o i l , b u i l d i n g t anks , roadways, telephone l i n e s , and o ther s t r u c t u r e * and t h i n g s thoceon t o produce, save, 
take core o f , t r e a t , process , s t o r e and t r a n s p o r t s a i d m i n e r a l s , tho f o l l o w i n g d e s c r i b e d land i n to*. County, Mew 
Mexico, t o - w i t I 

Township l o >Q"th. Hanqo 35 East , M.M.P.H. 
Sect ion 13: SE/4 " 
Sect ion 23: SE/4 
Sec t ion 241 NW/4SH/4, NW/4KE/4 
Sec t ion 25: Haf/4 
Sec t ion 261 HE/4 

Said land ls estimated to comprise 720.00 acres, whether it actually compels** met ot less. 

7l 
2 - S u b t • £ £ e > : < , ' h « «•>•«" p r o v i s i o n s h e r e i n con t s lnad , t h i s laaae s h a l l r eau in l n f o r c e f o r a t e n o f th ree (3) 

years from *«ay 7 , 2001 ( c o l l e d -p r imary t e r n " ) and as l o n g t h e r e a f t e r as o i l or gas I s produced f r o m s a i d land o r 
f rom Land w i t h which aa td l a n d l s poo led . 

3. The r o y a l t i e s t o ba p a i d by lessee e r e : (a) on o i l , and o t h e r l i q u i d hydrocarbons saved a t t h e w e l l , t h r e e -
s ix teenths 1 3 / l t t h a l o f t h a t produced and saved f r o m s a i d l a n d , aaaa t o be d e l i v e r e d at Che w e l l s o r t o t h e c rad le 
o f lessor i n tbe p i p e l i n e t o which the w e l l s may be connected: (bl oa gaa, i n c l u d i n g caalaghead gas o r o ther gaseous 
substance produced f r o m s a i d land and used o f f t h * premises o r used l n the manufacture o f gaso l ine o r o t h e r 
producta, the market value et the w e l l o f t h r e e - s i x t e e n t h s 13/16the| o f the gaa used, p r o v i d e d t h a t on gas so ld on 
o i o f f the premises, the l o y a l t i e s s h a l l be t h r e e - s i x t e e n t h s U / l e t h a l o f the erauunt r e a l i z e d f r o m such s a l c l I d 
and at any t ime when t h l a lease i s not v a l i d a t e d by o t h e r p r o v i s i o n s hereof end the re l a a g u end/or condensate 
w a l l on ae id lead , o r l and poo led t h e r e w i t h , but gaa o r condensate i s not being so so ld o r used and aud i w e l l i s 
slaut l n , e i t h e r be fo re or e f t a r p r o d u c t i o n t h e r e f r o m , then on o r b e f o r e SO days a f t e r a e i d w a l l i s shut i n , and 
t h e r e a f t e r et annual i n t e r v a l s , lessee aay pay or tender an advance s h u t - i n r o y a l t y equal t o $1.00 per net acre o f 
l e s a o r ' s gas acreaqa then h e l d under t l U a leaae by the p a r t y making such payment o r t e n d e r , and so long as s a i d 
s h u t - i n r o y a l t y i s p a i d o r rendered, t h i e leaae s h a l l no t t e r m i n a t e end i t s h e l l be cons idered under a l l clauses 
hereof tha t gas i a be ing produced froaa the leased premises i o pa y ing q u a n t i t i e s . Each such payment s h a l l be p a i d 
or tendered t o tha p a r t y or p a r t i e s who at the t ime o f such payment would be e n t i t l e d t o r e c e i v e the r o y a l t i e s which 
would be pa id under t h i s lease i f the w e l l were i n f e c t p roduc ing . The payment o r tender o f r o y e l t i e s and s h u t - i n 
r o y a l t i e s may be aad* by check o r d r a f t . Any t i m e l y payment o r tender o f s h u t - i n r o y a l t y which i s made i n a boua 
t i d e etteaapt t o make proper payment, bu t which l s erroneous I n whole o r I n per t as t o p a r t i e s o r amounts, s h a l l 
nevertheless be s u f f i c i e n t t o prevent t e r m i n a t i o n o f t h i s lease i n the same maimer es though a proper payment had 
been made i f lessee s h s l l c o r r e c t such e r r o r w i t h i n 30 days a f t e r lessee hea rece ived w r i t t e n n o t i c e t h e r e o f by 
c e r t i f i e d B a l l f rom the p e r t y or p a r t i c a e n t i t l e d t o r e c e i v e payment toge ther w i t h such w r i t t e n in j t ruaaents (or 
c e r t i f i e d copies t h e r e o f ) as are necessary t o enable lesaee t o make proper payment. The smount r e a l i s e d f r o m the 
s a l e o f gaa on or o f f tha premises s h a l l ba the p r i c e e e t a b l i a h e d by the gee sales c o n t r a c t entered iuco i n good 
f a i t h by Lessee and gas purchaser f o r such term and under such cond i t i ons as are customary l n the i n d u s t r y . "Pr ice-
s h a l l mean the net amount rece ived by leseee e f t e r g i v i n g e f f e c t t o a p p l i c a b l e r e g u l a t o r y orders and a f t e r 
a p p l i c a t i o n o f any a p p l i c a b l e p r i c e adjustments s p e c i f i e d i n such con t r ac t or r e g u l a t o r y o r d e r s . I I . the, a, a cut 
l a a a a a •• a f — U i a t o i paa**»*ae» a e d a j a j d a a L i . j j u a s i g a s — l a l i e t l l e u m l U l u f l Ilia, l e a s e r ! pa.asaisa.sl *JL L l * i u u u a t j 

-wee a c t the l a e j t t l p i e m i j a a s . l e s j e e - i u t u a u J u m a j r u r a l l y h e i e u u u h - i aaaa dealuul truer sua.li • j r ia .a . a t e a imaali I t aJiaaut 
f n r fnrh r* r.^r-t-;. . • | a- i 

4 . This i s a paid-up loose and lesaee s h e l l not be o b l i g a t e d d u r i n g the p r imary t e r m hereof t o commence o r 
cont inue any opera t ions o f whatsoever charac te r o r t o make any payments hereunder i n o rde r t o m a i n t a i n t h i s lease 
i u fo rce d u r i n g the p r i m a r y te rm; however, t h i s p r o v i s i o n i s not in tended to r e l i e v e lessee o f t he o b l i g a t i o n t o 
pay r o y a l t i e s on a c t u a l p r o d u c t i o n ptusuant t o the p r o v i s i o n s o f Paragraph 3 he reo f . 

5. Lessee l s hereby g ran t ed the r i g h t end power, f r o m t i m e t o t i m e , t o pool o r combine t h i s l ease , t he land 
covered by i t o r any p a r t or ho r i zon t he r eo f w i t h any o ther l end , looses , su r u r a l estates o r p o r t s t h e r e o f f o r the 
p roduc t i on o f o i l or gas. U n i t s pooled hereunder s h a l l not exceed the standard p r o r a t i o n u n i t f i x e d by lew or by 
the OIL Conservat ion D i v i s i o n o f the Energy end Mine ra l s Department o f t he State o f Hew Heaico or by any other 
l a w f u l a u t h o r i t y f o r the p o o l o r area I n which sa id lend i s s i t u a t e d , p lus e tolerance o f t e n percen t . Lassie s h a l l 
f i l e w r i t t e n u n i t des ignat ions i n the county i n which the promisee are located and such u n i t s may be designated f rom 
t ima t o time and e i t h e r b e f o r e or a f t e r the coeaaletioo o f w e l l s . D r i l l i n g oparet ions on or p roduc t i on f rom any pe r t 
o f any such u n i t s h a l l be considered f o r e l l purposes, except the payment o f r o y a l t y , as opera t ions conducted upon 
or p roduc t ion f rom the l end desc r ibed i n t h i s lease . There s h a l l be a l l o c a t e d t o the l and covered by t h i s lease 
inc luded i n any such u n i t t h a t p o r t i o n o f the t o t a l p r o d u c t i o n o f pooled adnerals f rom w e l l s l n t h e u n i t , a f t e r 
deduct ing any used Ln lease o i u n i t ope ra t ions , which the ne t o i l or gas acreage laa the l a n d covered by t h i s lease 
inc luded i n the u u l t beers t o the t o t a l number o f su r face acres i n the u n i t . The p r o d u c t i o n so e l Located s h e l l be 
considered f o r a l l purposes, i n c l u d i n g the payment o r d e l i v e r y o f r o y a l t y , t o be the e n t i r e p r o d u c t i o n o f pooled 
adnerals f rom the p o r t i o n o f s a i d land covered hereby and Inc luded i n s a i d u n i t l n t h e seme manner as though 
produced from sa id l and under t he terms o f t h i s l ease . Any pooled u n i t designated by leasee, as provided h e r e i u , 
may be d i s so lved by lessee by record ing an app rop r l e t e ins t rument i n the County where the land i s s i t u a t e d at any 
t ime e f t e r the comple t ion o f a d r y hole or the cesse t lon o f p r o d u c t i o n on s a i d u n i t . 

a. I f at the e a p l r e t l o n o f the p r imary term there l s no w e l l upou s e i d land capable o f producing o i l or gos, but 
lessee lies coaaeeocad o p e r a t i o n s f o r d r i l l i n g or r ework ing thoracal , t h i s lease s h a l l remain l a f o r c e eo long es 
operations ere prosecuted w i t h no cessat ion o f more than 60 consecutive days, whether such opcrs t loue be on the saae 
w a l l or on a d i f f e r e n t o r a d d l c i o o a l w e l l or w e l l s , end i f t h e y r e s u l t I n t ha p r o d u c t i o n o f o i l o r ges, so long 
t h e r e a f t e r aa o i l or gas i s produced from sa id Lend. I f , a f t e r the e x p i r a t i o n o i the p r imary term, e l l w e l l s upon 
sa id laral should bocom* Incapable o f p roduc ing f o r suy cause, t h i s lease s h e l l not t e r m i n a t e i f lessee r n 
operat ions f o r a d d i t i o n a l d r i l l i n g o t f o r reworking w i t h i n 60 days t h e r e a f t e r . I f any d r i l l i n g , a d d i t i o n a l 
d r i l l i n g , or reworklnq operat ions hereunder r e s u l t l n p roduc t ion , then t h i s lease s h a l l r e au in I n f u l l fo rce ma long 
t h e r e e f t e r es o i l or gaa i s produced hereunder. 

7. Lessee s h e l l neve f r e e use o f o i l , gas end water f r o m sa id l and , except water f rom l e s s o r ' s krells end tanks, 
f o r e l l operations hereunder, and the r o y a l t y shal I be computed a l t e r deduct ing any so used. Lessee s h a l l have the 
r i g h t et any t ime d u r i n g or e f t e r the e a p l r e t l o n o f t h i s lease t o remove a l l p roper ty end f i x t u r e s placed by lessee 
on said land, i n c l u d i n g the r i g h t t o draw and remove a i l cas ing . when required by l e ssor , lessee w i l l bury a l l pipe 
l i n e s on c u i t l v e t e d lends below o r d i n a r y plow depth, and no w e l l s h a l l be d r L l l e d w i t h i n two hundred f ee t (200 f t . I 
o f any residence or b a m now on seid lend wi thou t l e s s o r ' s consent . Lessor s h a l l have the p r l v L l e g e , a t h i s r i s k 
and expense, o f us ing gas f r o m any gas w e l l on sa id land f o r s toves and l n s i d u l i g h t s i u t he p r i n c i p a l d w e l l i n g 
thereon, out o f any s u r p l u s gee not needed f o r ope.r*tlotis hereunder. 

i - The r i g h t s o f c i t h e r p e r t y hereunder say be assigned l n wtiole or I n pa r t end the p r o v i s i o n s hereof shel 
extend t o t h e i r h e i r s , executors , admin i s t r a to r s , successors and assigns: but no change i n the ownership o f t he l a i 



or tn the ownership of, or r ights to receive , r o y e l t l e s or ohut-ln r o y e l t l e s , however accoseplijhed j h e l l operate 
to enlarge the obligetlons or diminish the r l g h t j of l e s see ; ami no ouch cheivge or d i v i s i o n aha 11 be binding upon 
leeaee fur any purpose untLi 30 deye e f ter lessee hes been furnished by c e r t i f i e d s a i l et leseee's p r l n c l p e l piece 
of business with ecoepteble instruments or c e r t i f i e d copies thereof cons t i tu t ing the cl iein of t i t l e f r o * the 
ortginel l e s sor . Xf any such change i n ownership occurs through the deeth of the owner, l e ssee aay, at i ta option, 
pay or tender eny roya l t i e s or shut - In roya l t i ee i n the name of the deceased or to h i s estete or to h i s h e i r s , 
aaecutor or edminiatretor u n t i l such tiaje aa lessee has been furnished with evidence s a t i s f a c t o r y to leeaee es to 
the persons en t i t l ed to such sums. An assignment of t h i s lease l u whole ur ln part s h a l l , to the catent of such 
assignment, r e l i e v e and discharge lesaee of eny obl igat ions hereunder and, i f leasee or assignee of pert or parts 
hereof ehe l l f e l l or make defaul t La the peyaetnt of tho proportionate part of roya l ty or *laut-in royel ty due froaa 
such lessee or assignee or f a l l to coaaply with any of the provis ions of t h i s leaae, such defaul t s h e l l sot e f f e c t 
th i s lease insofar as i t covers a pert of se id lands upon which lessee or eny assignee thereof altall properly ooaply 
or aake such payments. 

a . Should lessee be prevented from complying with any express or laa? Lied covenant of th i s leeae, or from 
conducting d r i l l i n g or reworking operations hereunder, ox from producing o i l or gaa hereunder by reason of a c a r c i t y 
or i n a b i l i t y to obtain or use equipment or mater ia l , or by operation of force majeure, or by any federal or s t a t * 
law or any order, rule or regulat ion of governmental authori ty , then while so prevented, l e s s e e ' s duty s h a l l be 
suspended, and leseee s h e l l not be l i a b l e tor f a i l u r e to coaaply therewith! and t h l a leaae s h a l l be extend ed while 
and ao long aa lessee i s prevented by eny aueh cause from conducting d r i l l i n g or reworking operations or from 
producing o i l or gas hereunder; end the time whi le leasee i s so prevented s h a l l not bo counted age Inst lesaee, 
anything i n t h i s leese to the contrary notwithstanding. 

10. Lessor hereby Warrants and agraee to defend Che t i t l e to sold land and agrees thet lessee ac l a option aay 
discharge any tax, aortgage or other l i e n upon s a i d land, end l u the event lessee doea ao i t s h a l l be subrogated 
to such I l e a with the r ight to enforoe aaaa and to apply r o y a l t i e s end ahut - in r o y a l t i e s payable hereunder toward 
eatiafylng,*f*me- Mithouc Impairment of l eesee 's r igh t s under the warranty, i f t h i s leese covers e l e s s i n t e r e s t 
i n tire o i l end gaa in a l l or any part of sa id land than tha entire and undivided fee simple estate (whether l e s s o r ' s 
interest la herein spec i f i ed or not) then the roya l t i ee , shut - in royalty, and other payments. I f any, accruing from 
any part as to which this lease covers l e s s then such f u l l in t ere s t , s h a l l be paid only i n the proportion which the 
interest t l ierein, i f any, covered by th i s lease, beers to the whole end undivided fee alsvple estate therein, should 
any aaa or aura of tha par t i e s mair l above as l e s s o r s t s l l to execute thie lease, i t s h a l l nevertheless be binding 
upon the party or part ies executing the same. 

11. Lessee, l t e or b i s successors , h e i r s and ass igns , s h a l l have the r ight at any time to surrender t h i s leeae, 
i n whole or i n part , to Itmiot or h i s h e i r s , successors , and assigns by de l i ver ing or • a i l i n g a re lease thereof to 
tho lessor, or by placing a release thereof of record l a tha oounty I n which said land i s s i tuatadi thereupon lessee 
s h a l l be re l ieved from a l l obl igat ions , expressed or implied, of t h i s agreement as to acreage so surrendered, and 
thereafter the shut- in royal ty payable hereunder s h a l l be reduced i n tha proportion that the acreage covered hereby 
i s reduced by sold release or r e l e a s e s . 

r T O I T I O N A L PROVISIONS 

11. Ndaalhe avtm g aaythjas, coaxal ed barrao te lb* contrary, d rneeod of Bui pnoiaryUxm. thai LcaaawiU lo-maax. a* to rH axd Lanes, out leeo. asckioad al <x aflocead 
loaapaasa,erarorauoa wad "» » p ^ i " - ! > — . I ~ I I ^-^. fraaid m mxila) lailrsa 

*> te—aksa prilled, ilari aa . l . reworked or rorrartilrirri * leell oa sairl lean*, eh laadraoibod or on larvaipouladiaasoaam. end watua OMkuadred o*nty (leO)aaya 
prior ta ihe •epedxsa of toe prwzury trroj. compiled and Weil aa a producer of cal awl/or fax, cr plugged la-xl aa a Ay bole, or 

a) Al tkeexpxxjoo cf aba prirrirrY Irrm. Leasee la nasesd a druleig. derrwmejg. rrv«ork«g or rooorrylauon oper d i m s oa aud Isnda or on land. poraVal tkerewek; 

aad ifaoaaSa leaae* caraarieiaa. a onfall trail dnllma propjrara labordiy oprraucn* fmlfu dniiauj of anew wetl. or me ixapeajog. rew j r ie i . ce reerxiyajua* tr~an woxaut »«*!. 
are rraaaimra I a a a rmehaaaikad easfaly (1 HO) iLays arlcr ike txus ta occur of(i) Oka r-n.rxi.ea of Ike pruamy total, a (ii) the ejeeixiietiqn or paaajapaajof aay axes, draped. 
^ T e i e t . lawskad cr r * . - i a i l * • I ecroeatx aUaaywr* t a a e e a a x u x of tba prmwey Uem Aar t k . p — y — k — a " p i - — - J. . I I a_ . t - i a . ^ e ~ r . 1 - , - t . y . - j — . u 
tea Pawn * a j * aba arxxupriseaovareneoli i aaiionry fasven.jianokrlann. i fapro juccr . o r ,a "awd l uapkigurd aa j cry buic.the"pxiaWOe" ahsli U a d u d s * of filers l l u pluss?,.; 
i ernal wxk Ik * xxsccorvaa aovoriaarntxl xurbcrsy kavaxy jiaxaiauiox 

13. " * * - i 1 1 — r r n i l mad annua a i l in gn r im rnn I h i i l i — i du l l Imam ai ast • all i - i—a-*— - ~ r . . A - i . - . j - ^ a ^ i . - ^ * ^ —a U L — . U I . . p ^ r ^ a 
Wall lajlirk aklll aatsada Jxd-m aadlal leader aaetaal r lr^rule.preaaJ«w-l S y d . . •pp.^w.^^g . .J — l i ^ y hi- jngj^p-l^ei— J i l v . ^ . - f a — - — — - sr. mlae 
eSanire of apecial fw id rule* aeabuabed m the o d d for -duck any a-am weal m located, dlea cecb gve wr i t (wiuch akall arkadi- ahii ia *arl l i ) a . - j i u - u ~ — t 3 2 0 s u e * piua 
a t u h s B o e o f l O K . lor s apec-a. or erorauen uus. sod eack oi l ax i l ( la judi d u l l eaciude a k u m walla) d u l l be allocaed kO a a a plus • tolerance of 10%. for a ep-acai| ec 
prorates t a d . Eack aick eo-acuj or prorouon ixut d u l l be aa aesrly aa tx^cucsrile m Ibe akxpe of s agiurc or raLLao o j * ain-ounilaia a a s t v a j l l 

14. notwithstanding such termination, Leeeee s h a l l hava a continuing r i g h t of way and easement on, over and 
across a l l the lend covered hereby for the construction, use, awintenance, replecement, or removal a t p ipe l ines , 
roads, telephone l lnee , e l e c t r i c l i n e s , tank end other f a c i l i t i e s for i t s operations hereunder on lend remaining 
covered by t h i s lease folloartog such termination. 

15. This a i l end gas leese le subordinate to thet c e r t a i n "Prior Leasa" dated ruagusc 25, 1997, e f fec t ive December 
7, 1997, recorded in Book J27, page 127, Lee County Records, ss emended by instrument dated , 2000, 
recorded in Book , pege , Lee County Records, but only to the extent that s a i d P r i o r Leese l s c u r r e n t l y 
e v a l i d and subs i s t ing o i l and gas l e a s e . Not with* tend ing any other provis ions of t h i s o i l and gas leese, the end 
of the primary term hereof s h a l l be extended u n t i l the t h i r d |3"l anniversary date of t h i s o i l and gas lease next 
following e s p l r s t i o a of the continuous development prov i s ion contained i n edded Paragraph No. 12 on f i h i b l t "A-
attaclied to the Prior Lease, provided that i u no event s h a l l the primary term hereof exp ire l a t e r than the 20" 
annlvaxeery data of t h i i s o i l and gas l ease . Execution of t h i s o i l end gas leeae by Lessor s h a l l sever be ooustruert 
ss e r a t i f i c a t i o n or revivor of the Prior Lease. Lessor s p e c i f i c a l l y agreee not to enter I n t o any agreement of any 
farm that would extend or continue the primary term or the continuous development prov i s ion uf the Prior Lcsee , or 
modify any of the ex i s t ing provis ions of the Pr ior Lease . 

Executed the dsy and yeer f i r s t above wr i t t en . 

. , _ . < - 1 i a . . . T s e a ' K a d e l l n a S t o k e s 
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O I L 4 GAS LSA3E 

TII13 JVSRXEHENT made t h i s 2 7 t h d a y o f M a r c h , 2 0 0 1 b e t w e e n E n M H a m i l t o n ^ d e a l i n g w t t i t h « c » o l c end e e p a r a t e p r o p a r t y t 

i < h o i « a d d r e s s l a P.__O. B o . 1 4 7 0 , B i g 3 p r l n < f , T e x a s 7 9 7 2 1 h e r e i n c a l l e d l e s s o r ( w h e t h e r o n e o r B O L « | a n d J 4 « i _ D . 
H u f f . " "i?." O. Box 7 0 i 7 M l n e o l a , T e x a s 7 5 7 7 3 , U s a « < ; 

t . L e s s o r , l a c o n s i d e r a t i o n o f TEH AND OTHER POLLAJU I n h a n d p a i d , r e c e i p t o f w h i c h l a h e r e a c k i r a w i t r d q f f d , e o d 
o f t h e r o y a l t i e s h e r e i n p r o v i d e d a n d o f t h o a g r e e m e n t s o l 1 t h o l e s a e e h e r e i n c o n t a i n e d ^ t i « r c b y g r a n t s , l e a s e s *umA 
l o t a e x c l u s i v e l y u n t o U a i « « f o r t h o p u r p o s e o f i n v e s t i g a t i n g , e x p l o r i n g , p r o s p e c t i n g , d r i l l i n g , a n d o p e r a t i n g f o e 
a m i p r o d u c i n g o i l a n d g a s , i n j e c t i n g g a a , w a t e r s , o t h e r f l u i d s , a n d a i r i n t o l u b a u c f - c t . s t r a t a , l a y i n g p i p e l i n e s , 
s t o r i n g o i l , b u i l d i n g t a n k s , r o a d w a y s , t e l e p h o n e l i n o s , a n d o t h e r s t r u c t u r e s a n d t i l i n g s t h e r e o n t o p r o d u c e , a a v e , 
t a k e c a c « o f , t r a a t , p r o c e s s , s t o r a a n d t r a n s p o r t s a i d m i n e r a l s , t h e f o l l o w i n g d e s c r i b e d i a n d l n Lea C o u n t y , How 
M e x i c o , t o - w i t : 

T o w n s h i p 16 S o u t h , Range 35 Ba-at . N . M . P . M . 
S e o t i o n 1 3 ; S E / 1 ~~ 
S e o t i o n 2 3 ; S E / 4 
S e c t i o n 2 4 l H H / 4 S N / 4 , NW/4NE/4 
S e c t i o n , 2 4 l N H / 4 
S e c t i o n 2 ( j N E / 4 

S a i d l a n d I s e s t l a k m t e d t o c o m p r i s e 7 2 0 . 0 0 a c r e s , w h o t h a r i t a c t u a l l y c o e s p r l s e s s to re o r l e s s . 

2 . 3 u b ) e c t f j t ; o t h a o t h e r p r o v i s i o n s h e r e i n c o n t a i n e d , t h i s l e e s e s h e l l r e m a i n i n f o r c e f o r * t i n o f t h r e e < 3 | 
y e a r * f r o a i tea^f 7**, 2 0 0 1 ( c e l l e d " p r i m a r y t e r m " ) a n d aa l o n g t h e r e a f t e r aa o i l o r g a s i a p r o d u c e d Croat s a i d l a n d o r 
t rot*, l a n d w i t h w h i c h s a i d l a n d l a p o o l e d . 

3 . T h e r o y a l t i e e t o b e p a i d b y l e s s e e a r e : ( « | o n o i l , e n d o t h e r l i q u i d h y l c o c t r t w i u e a v e d « t t h e w e l l , t h r e e -
a l u t e e n f h s ( 3 / 1 f t t h a i o f t h e t p r o d u c e d and s a v e d Croat s a i d l a n d , sear* t o be d e l i v e r e d a t t h e w e l l s o r t o t h e c r e d i t , 
o f l e s s o r i n . t h e p i p e l i n e t o w h i c h t h e w e i i a may be c o n n e c t e d ; ( b l o o gaa , i n c l u d i - i t g c a s i n g h e a d gas o r o t h e r geaeotaa 
s u b s t a n c e p r o d u c e d f r o a i s e i d l e i - d a n d u s e d o f f t h e p r e m i s e s o r u s e d l n t h e a v e n u f e c t u r e o f g a s o l i u e o r o t h e r 
p r o d u c t s , t h e avarke t v e i u e a t t h e w e l l o f t h r e e - s i x t e e n t h s ( 3 / l e t h a } a t t h e gas u s e d , p r o v i d e d t h a t o n ga>a s o l d o n 
o c o f f t h e p r e m i s e s , t h e r o y e i t l e s s h e l l b e t h r e e - s i x t e e n t h s l 3 / l e l E h * > o f t h e amoun t r e a l i s e d f r o m s u c h s a l e ; , c , 
e n d a t e n y t i a t e w h e n t h i s l e a a e i s n o t v a l i d a t e d b y o t h e r p r o v i s i o n s h e r e o f and t h e r e i s a gas a n d / o r c o n d e n s a t e 
w e l l o n s a i d l a n d , o r l a n d p o o l e d t h e r e w i t h , b u t gas o r c o n d e n s a t e i s n o t b e i n g s o a o l d o r u s e d e n d s u c h w e l l i s 
s h u t i n , e i t h e r b e f o r e o r a f t e r p r o d u c t i o n t h c r e f r o a i , t h e n o n o r b e f o r e 90 d a y a a f t e r s e i d w e l l i s s h u t i n , and. 
t h e r e a f t e r a t a n n u e l i n t e r v a l s , l e s a e e n a y p a y o r t e n d e r a n a d v a n c e s h u t - i n r o y a l t y e q u a l t o 9 1 . 0 0 p e r n e t a c r e o t 
L e x a o c ' a g a s a c r e a g e t h e n h e l d u r - J e t t h i s l e a s e b y t l i e p a r t y m a k i n g s u c h p a y m e n t o r t e n d e r , and s o l o n g a s s a i d 
a h u c - l n r o y a l t y I s p a i d o r t e n d e r e d , t h i s l e a s e s h a l l n o t t e r m i n a t e a n d I t s i v a i l b e c o n s i d e r e d u n d e r a l l c l a u s e s 
h e r e o f t h a t g a s i a b e i n g p r o d u c e d f r o a i t h e l e a s e d p r e m i s e s I n p a y i n g q u a n t i t i e s . E a c h s u c h p a y m e n t s h a l l b e p a i d 
o c t e n d e r e d t o t h e p e r t y o r p a r t i e s who a t t h e t i m e o f aueh payawmc w o u l d b « e n t i t l e d , t o i c c t l v c t h e r o y a l t i e s w h i c h 
w o u l d be p a i d u n d e r t h i s l e a s e i f U t e w e l l w e r e i n f a c t p r o d u c i n g . T h e p a y m e n t o r t e n d e r o f r o y e l t l e s a n d s h u t - i n 
r o y a l t i e s may b e made b y c h e c k o r d r a f t . A n y t i m e l y p a y m e n t o r C e n d e r o f s h u t - i n r o y a l t y w h i c h i s made l n a b o n e 
f i d e a t t e m p t t o make p r o p e r p a y m e n t , h u t w h i c h i s e r r o n e o u s i n who l a o r i n p a r t as t o p a r l i e s o r a m o u n t s , s h a l l 
n e v e r t h e l e s s b e s u f f i c i e n t t o p r e v e n t t e r m i n a t i o n o f t h i s l e e s e i n t h e same manner as t h o u g h a p r o p e r p a y a t e i t t h a U 
b u c u made I f l e s s e e s h a l l c o r r e c t s u c h e r r o r w i t h i n 30 d a y s a f t e r l e s s e e h a s r e c e i v e d w r i t t e n n o t i c e t h e r e o f b y 
c e r t i f i e d m a i l f r o m t h e p e r t y o r p a r t i e s e n t i t l e d t o r e c e i v e p a y m e n t t o g e t h e r w i t h s u c h w r i t t e n i n s t r u m e n t s ( o r 
c e r t i f i e d c o p i e s t h e r e o f ] e s e r e n e c e s s a r y t o e n a b l e l e a s e e t o make p r o p e r p a y m e u t . T h e amount r e a l i z e d f r o m t h e 
s a l e o f g a s o n o r o f f t h e p r e m i s e s s h a l l be t h e p r i c e e s t a h 1 1 s h e d b y t h e g a s s a l e s c o n t r a c t e n t e r e d i n t o i n g o o d 
f % t i t h by l e s s e e and gas p u r c h a s e r f o r s u c h t e r m and u n d e r s u c h c o n d i t i o u s as a r e u u c o a j i y i n t h e I n d u s t r y . " P r i c e " 
s h a l l mean t h e n e t aa tount r e c e i v e d b y l e s a e e a f t e r g i v i n g e f f e c t t o a p p l i c a b l e r e g u l a t o r y o r d e r s a n d a f t e r 
a p p l i c a t i o n o f a n y a p p l i c a b l e p r i c e a d j u s t m e n t s s p e c i f i e d i n s u c h c o n t r a c t o r r e g u l a t o r y o r d e r s . l ^ t y ^ h e — e v a i t t 
l e s s e e - i ^ c > m p r e s s « s - , ~ t c e e t a , — p u r i f i e e , -—or- dehydrae . ee s u c h gaa- ( w h e t h e r o n o r o f f t h e - ± e a s e d - p r e muses t—or t r a n s p o r t s 
g e e - e t f t - t h e l e a s e d - p r e s u m e s , - l e s s e e i n c o a a m t i n g - c o y a l t y h e c t u i t d e c may d e d u c t f r o m • e»a«t* . i -pe loe a r e a s o n a b l e c h e x g c 

^ a c h - e e ' - e u a f t f u fve t . I o n a p e r f o r m e d . ^ ? , j ] 

4. T h i s i s a p a i d - u p L e a s e and l e s s e e s h a l l n o t be o b l i g a t e d d u r i n g t h e p r i m a c y t e e m h e r e o f t o commence o c 
c o n t i n u e a n y o p e r a t i o n s o f w h a t s o e v e r c h a r a c t e r o r t o make a n y p a y m e n t s h o r e u r t d e r i n o r d e r t o m a i n t a i n t h i s l e a s e 
i n f o r c e d u r i n g t h e p r i m a c y t e r m , h o w e v e r , t h i s p r o v i s i o n i s n o t i n t e n d e d t o r e l i e v e l e a a e e o f t h e o b l i g a t i o n t o 
p a y r o y a l t i e s o n a c t u a l p r o d u c t i o n p u r s u a n t t o t h e p r o v i s i o n s o f P a r a g r a p h 3 h e r e o f . 

5. L e s s e e l s h e r e b y g r a n t e d t h e e i g h t and power, f r o m t i m e t o t i m e , t o p o o l o r c o m b i n e t h i s l e a s e , t h e lands 
c o v e r e d b y i t o r a n y p a c t o c h o r i z o n t h e r e o f w i t h a n y o t h e r l e n d , l e a s e s , m i n e r a l e s t a t e s o r p a r t a t h e r e o f ( o r t h e 
p r o d u c t i o n o f o i l o r g a s . I / a i t s p o o l e d h e r e u n d e r s h a l l n o t e x c e e d t h e s t a n d a r d p r o r a t i o n u n i t f i x e d b y l a w o r b y 
t h e O i l C o n s e r v a t i o n D i v i s i o n o f t h e E n e r g y and M i n e r a l s D e p o r t m e n t o f t h e S t a t e o f Hew M e x i c o o r b y e n y o t h e r 
l a w f u l a u t h o r i t y f o r t h e p o o l o r a r e a i n w h i c h s a i d l e n d i s s i t u a t e d , p l u s a t o l e r a n c e o f t e n p e r c e n t . L e a s e * s h a l l 
f i l e w r i t t e n u n i t d e s i g n a t i o n s i n t h e c o u n t y i n wJtich t h e p r e m i s e s a r e l o c a t e d and s u c h u n i t s may be d e s i g n a t e d f r o m 
t i m e t o t i m e and e i t h e r b e f o r e o r a f t e r t h e c o m p l e t i o n o f w e l l s . D r i l l i n g o p e r a t i o n s on o r p r o d u c t i o n f r o m e n y p a r e 
o f a n y euch u n i t s h a l l be c o n s i d e r e d f o r a l l p u r p o s e s , e x c e p t t h e payment o f r o y a l t y , as o p e r a t i o n s c o n d u c t e d u p o n 
o r p r o d u c t i o n f r o m t h e l a n d d e s c r i b e d i n t h i s l e a s e . T h e r e s h a l l be a l l o c a t e d t o t h e l a n d c o v e r e d b y t h i s l e a s e 
i n c l u d e d l o e n y aueh u n i t t h a t p o r t i o n o f t h e t o t a l p r o d u c t i o n o f p o o l e d m i n e r a l s f r o m w e l l s l n t h e u n i t , a f t e r 
d e d u c t i n g any u s e d i n l e a s e o r u n i t o p e r a t i o n s , w t u c h t h e n e t o i l oc gas a c r e a g e i n t h e l a n d c o v e r e d b y t h i s l e a s e 
i n c l u d e d i n t h e u n i t b e a r s t o t h e t o t a l msmYer o f s u r f a c e a c r e a l n t h e u n i t . Th* p r o d u c t i o n so a l l o c a t e d s h a l l b e 
c o n s i d e r e d f o r a l l p u r p o s e s , i n c l u d i n g t h e payment o r d e l i v e r y o f r o y a l t y , t o be t h e e n t i r e p r o d u c t i o n o f p o o l e d ] 
m i n e r a l s f r o m t h e p o r t i o n o f a a l d l a n d c o v e r e d h e r e b y and i n c l u d e d i n s a i d u n i t i n t h e same manner es t h o u g h 
p r o d u c e d f r o m s a i d Land u n d e r t h e t e e m s o f t h i s l e a s e . Any p o o l e d u n i t d e s i g n a t e d b y l e a s e e , as p r o v i d e d h e r e i n , 
may be d i s s o l v e d b y l e s s e e b y r e c o r d i n g a n a p p r o p r i a t e i n s t r u m e n t I n t h e C o u n t y w h e r e t h e l a n d l s s i t u a t e d a t a n y 
t i a t e a f t e r t h e c o m p l e t i o n o f a d r y h o l e o r t h e c e s s a t i o n o f p r o d u c t i o n o n s e i d w i l t . 

*. I f a t t h e asp i r a t l o o o f t h e p r i m a r y t e r m t h e r e i a no w e l l u p o n s a i d l a n d c a p a b l e o f p r o d u c i n g o i l o r g a s , b u t 
l e a a e e h a s commenced o p e l e t i o n s f o r d r i l l i n g o r r e w o r k i n g t h e r e o n , t h i s Lease s h a l l r e m a i n i n f o r c e s o l o n g a s 
o p e r a t i o n s axe p r o s e c u t e d w i t h no c e s s a t i o n o f more t h a n 60 c o n s e c u t i v e d a y s , w h e t h e r au<-h o p e r a t i o n s be oo t h e seme 
w e l l o r o n a d i f f e r e n t o r a d d i t i o n a l w e l l o r w e l l s , and i f t h e y r e s u l t i n t h e p r o d u c t i o n o f o l i o r g a s , eo long; 
t h e r e a f t e r as o i l o r gee i s p r o d u c e d f r o m s a i d l a n d . I f , a f t e r t h e e x p i r a t i o n o f t h e p r i m a r y t e c e , a l l w e l l s u p o n 
s a i d l a i x i a l t o u l d be comp I n c a p a b l e o f p r o d u c i n g f o r any c a u s e , t h i s l e a a e s h a l l n o t t e r m i n a t e I f Lessee commences 
o p e r a t i o n s Cor a d d i t i o n a l d r i l l i n g o r f o r r e w o r k i n g w i t h i n 60 d a y a U i e r u a X t c r . I f a n y d r i l l i n g , a d d i t i o n a l 
d r i l l i n g , o r r e w o r k i n g o p e r a t i o n s h e r e u n d e r r e s u l t l n p r o d u c t i o n , t h e n t h i s l e a s e s h a l l r e m a i n i n f u l l f o r c e s o l o n r j 
t h e r e a x t e r aa o i l o t g a s l s p r o d u c e d h e r e u n d e r . 

7. Lesaee s h a l l h a v e f r e e u s e o f o i l , gas and w a t e r f r o m s a i d l a n d , e x c e p t w a t e r f r o m l e s s o r ' s w e l l s and t a n k s , 
f o r a l l o p e r a t i o n s h e r e u n d e r , and t h e r o y a l t y s h a l l be computed a f t e r d e d u c t i n g any s o u s e d . Lessee s h e l l h a v e t h e 
r i g h t at any t i m e d u r i n g o r a f t e r t h e e x p i r a t i o n o f t h i s l e a s e t o remove a l l p r o p e r t y and t l K t u r e s p l a c e d b y l e s s e e 
o n s a i d l a n d , i n c l u d i n g t h e r i g h t t o dc«w and remove a l l c a s i n g . M i e n r e q u i r e d b y l e s s o r , l e a a e e w i l l b u r y a l l p i p e 
l i n e s on c u l t i v a t e d l a n d s b e l o w o r d i n a r y p l o w d e p t h , and no w e l l s h a l l be d r i l l e d w i t h i n t w o tvumired f e e t 1200 f t . I 
o f a ny r e s i d e n c e oc b a r n now o n s a i d l a n d w i t h o u t l e s s o r ' s c o n s e n t . L e s s o r s h a l l h a v e t h * p r i v i l e g e , a t h i a r i s k 
and e x pense, o f us i n g g a s f r o m any gas w e l l o n s a i d l a n d f o r e t o v c a and I n s i d e l i g h t s i n t h e p r i n c i p a l d w e l l i n g 
t h e r e o n , o u t o f any s u r p l u s gaa n o t ne e d e d f o r o p e r a t i o n s h e r e u n d e r . 

• - The r i g h t s o f e i t h e r p a r t y h e r e u n d e r stay be a s s i g n e d i n w h o l e o r i n p a r t a n d t h e p r o v i s i o n s h e r e o f a h a l l 
e x t e n d t o t h e i r h e i r s , e x e c u t o r s , a d m i n i s t r a t o r s , s u c c e s s o r s and a s s i g n s ; b u t no change i n t h e o w n e r s h i p o f t h e l a n d 
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o c I n t h e o w n e r s h i p o f , o r r i g h t s t o r e c e i v e , r o y a l t i e s o r e h u t - i n r o y a l t i e s , h o w e v e r • c c o - p l l s h e d s h a l l o p e r a t e 
t o e n l a r g e t h e o b l i g a t i o n s o r d i m i n i s h t h e r i g h t s o f l e s s e e ; e n d n o s u c h change o c d i v i s i o n s h a l l be b i n d i n g u p o n 
l a s s e s f o r a n y p u r p o s e u n t i l 30 d a y s a f t e r l*saee< h a s b e e n f u r n i s h e d b y c e r t i f i e d a v a i l a t l e s s e e ' s p r i n c i p a l p l a c e 
o f b u s i n e s s w i t h a c c e p t a b l e i n s t r u m e n t a o c c e r t i f i e d c o p i e s t h e r e o f c o n s t i t u t i n g t h e c h a i n o f t i t l e f r o a i t h e 
o r i g i n a l l e s s o r . I f a n y s u c h c h a n g e l u o w n e r s h i p o c c u r s t h r o u g h t h e d a a t h o f t h e « w n c t , l e s s e e may, e t i t s o p t - l o u , 
p a y o r t e i t d e r a n y r o y a l t i e s o r s h u t - I n r o y a l t i e s i n t h e name o f t h e d e c e a s e d o r t o M s e s t a t e o r t o h i s I w l i s , 
M . t u i l u r o r a d m i n i s t r a t o r u n t i l a u d i t i m e as l e s s e e h a s b e e n f u r n i s h e d w i t h e v i d e n c e s a t i s f a c t o r y t o l e a s e e ait t o 
t h e p e r s o n a e n t i t l e d t o s u c h suma . A n a e e l g n m e u t o f t h l a l e a s e i n w h o l e o r I n p a r t s h a l l , t o t h e e x t e n t o f a u d i 
e s s l g n m e n t , r e l i e v e a n d d i s c h a r g e l e a a e e o t a n y o b l i g a t i o n s h e r e u n d e r a n d , i f l e s s e e o r a s s i g n e e o f p a r t o r p a r t s 
h e r e o f s h a l l f a l l o r stake d e f a u l t i n t h e p a y m e n t o f t h e p r o p o r t i o n a t e p a r t o f r o y a l t y o r s h u t - i n r o y a l t y d u e f r o m 
s u c h l e s s e e o r a s s i g n e e o r f a l l t o c o m p l y w i t h a n y o f Che p r o v i s i o n s o f t h i s l e a s e , s u c h d e f a u l t s h a l l n o t , a f f e c t 
t h i s l e a s e i n s o f a r as i t c o v e r s a p a r t o f s a i d l a n d s u p o n w h i c h l e a a e e o r a n y a s s i g n e e t h e r e o f s h a l l p r o p e r l y c o m p l y 
o r make s u c h p a y m e n t s . 

9 . S h o u l d l e s s e e b e p r e v e n t e d f r o m c o m p l y i n g w i t h e n y e x p r e s s o r i m p l i e d c o v e n a n t o f t h i s l e a s e , o r f r o m 
c o n d u c t i n g d r i l l i n g o r r e w o r k i n g o p e r a t i o n s h e r e u n d e r , o r f r o m p r o d u c i n g o i l o r g a s h e r e u n d e r b y r e a s o n o f s c a r c i t y 
o r i n a b i l i t y t o o b t a i n o r u s e e q u i p m e n t o r m a t e r i a l , o c b y o p e r a t i o n o f f o r c e m a j e u r e , o r b y a n y F e d e r a l o r a t a t e 
l a w o r a n y o r d e r , r u l e o r r e g u l a t i o n o f g o v e r n m e n t a l a u t h o r i t y , t h e n w h i l e ao p r e v e n t e d , l e s s e e ' s d u t y s h a l l b e 
s u s p e n d e d , a n d l e s s e e s h a l l n o t b e l i a b l e f o e f a i l u c e t o c o m p l y t h e r e w i t h , and t h i s l e a s e s h a l l b e e x t e n d e d w h i l e 
a n d so l o n g e s l e s a e e i s p r e v e n t e d b y a n y s u c h c a u s e f r o m c o n d u c t i n g d r i l l i n g o c r e w o r k i n g o p e r a t i o n s o r f r o m 
p r o d u c i n g o i l o r gaa h e r e u n d e r * 1 a n d t h e t i m e w h i l e l e s s e e i s s o p r e v e n t e d s h a l l n o t b e c o u n t e d age I n s C l e a s e e , 
a n y t h i n g i n t h i s l e a s e t o t h e c o n t r a r y n o t w i t h a t a n c i i n g . 

1 0 . l e s s o r h e r e b y w a r r e n t a a n d a g r e e s t o d e f e n d t h e t i t l e t o s a i d l a n d e n d a g r e e s t h e t l e s a e e a t i s o p t i o n m a y 
d i s c h a r g e a n y t a x , m o r t g a g e o r o t h e r l i e n u p o n s a i d l a n d , a n d i n t h e e v e n t l e a a e e doea s o i t s h a l l be s u b r o g a t e d 
t o s u c h l i e n w i t h t h e r i g h t t o e n f o r c e same and t o a p p l y r o y a l t i e s a n d s h u t - i n r o y a l t i e s p a y a b l e h e r e u n d e r t o w a r d 
s a t i s f y i n g * f erne. W i t h o u t i m p a i r m e n t o f l e s s e e ' s e i g h t s u n d e r t h e w a r c a n t y , i f t h i s l e a s e c o v e r s a l e s s i n t e r e s t 
i n t h e o i l a n d gaa i n a l l o c a n y p a r t o f s a i d l a n d t h a n t h e e n t i r e a n d u n d i v i d e d f e e s i m p l e e s t a t e ( w h e t h e r l e s s o r ' s 
i n t e r e s t i s h e r e i n s p e c i f i e d o r n o t ) t h e n t h e r o y a l t i e s , s h u t - i o r o y a l t y , a n d o t h e r p a y m e n t s , i f a n y , a c c r u i n g f r o m 
a n y p a c t as t o w h i c h t h i s l e a a e c o v e r a l e s s t h a n s u c h f u l l i n t e r e s t , s h a l l b e p a i d o n l y i n t h e p r o p a r t l o o w h i c h t h e 
i n c . e r a s e t h e r e i n , i f a n y , c o v e r e d b y t h i s l e e s e , b e e r s t o t h e w h o l e a n d u n d i v i d e d f e e s i m p l e e s t a t e t h e r e i n . S h o u l d 
a n y one OC m o r e o f t h e p a r t i e s named a b o v e aa l e e s o r s f a i l t o e x e c u t e t h i s l e a s e , i t s h a l l n e v e r t h e l e s s b e b i n d i n g 
u p o n t h e p e e r y o c p a c t l e s e x e c u t i n g t h e s a m e . 

1 1 . L e a a e e , i t s o c h i s s u c c e s s o r s , h e l r e and a a s l g n a , s h a l l h a v e t h e e i g h t a t a n y t i m e t o s u r r e n d e r t h i s l e a s e . 
L a w h o l e o r l a p a c t , t o l e s s o r o c h i s h e i r s , a u c c e a e o c s , e n d a s s i g n s b y d e l i v e r I n g o t m a i l i n g a r e l e a s e t h e r e o f t o 
t h e l e s s o r , o r b y p l a c i n g a r e i c e s e t h e r e o f o f r e c o r d i n t h e c o u n t y i n w h i c h s a i d l e n d i s s l t u a t e d j t h e r e u p o n l e a s e e 
s h a l l b e r e l i e v e d f r o m a l l o b l i g a t i o n s , e x p r e s s e d o c i m p l i e d , o f t h i s a g r e e m e n t a s t o a c c e a g e s o s u r r e n d e r e d , a n d 
t h e r e a f t e r t h e s h u t - i n r o y a l t y p a y a b l e h e r e u n d e r aha. 1 1 b e r e d u c e d i n t h e p r o p o r t i o n t h a t t h e a c r e a g e c o v e r e d h e r e b y 
i s r e d u c e d b y a a I d r e l e a s e o e c e l e e a e s . 

A D D I T I O N A L PROVISIONS 

I X t*»>*ehe^mvJmg atytheig oostafcved heron to (ha oantrery, at tha end of tba primary vs ov. this Waaa wt i l lenuxuC* aa U» all v t id Lantm IKX then mdudodm ox eUocmoi 
t a e tpeaet or proration taut allocated to a produoog well (Wiwh UiaH mdude a u « «MBUS) ualom 

• i Lamta ass druUd. deep 1aei.Tm»CTked or laooreyImed t wct l am cud imam above daxnbed or oa Varal* poded thorewsh eod w l h m one hundred eighty ( l 8 0 ) i U y * 

prior to (aa cxpirsuoa of the pnomry U n a . aompUicd *ud v-d l aa a pcoduoor of u i aad/ur gaa, or plugged u t d well u n dry hole; ut 

b) A l lha expa-slton of tba primary Una. Leasee m engaged ia. dru ing , dcepenaia, rcvworiaig ar reoornplatiai apermiaru oa t u J land] or an lands pooled therewith; 

and thereat or Lames ensajnanom a nmaaiuoim dYilbng pramrsn whereby qperatxaufoi ihe drilling of a new weU. or the dcepcosig, reworiung or reosjnpleuaa of m axmfoig w d t 
m iewmnnad imithei m i hiairknl a i r i l y ( I ITT) diya aflor tha laUa U> occur of (i> oWexparauon o f U M primary tenu. or (u) the oxnpUaioa ax p lumpo i of say drilled, 
risque i r l rnn~r t r f ~r r y p -* " i — • * - - y — *-"'• [ - " * " i b r y ~ ^ i — y l n m i Far lha purpoaoiher**/. "oaaqdouMa" d u l l be the daa of Qaa (mngof theoeteaiel 
tern report was ma apprrmwiaie gownammtfat akxbority bawng jurmdtdion, i f a prauuoar. or. af a well ia plugged sa a dry bom, lite 'p lugging ' ahaU be the d u e of fumguHe ohtggMg 
report wan the appcamnma govejmeaeaul etch only haviag junsdidiom. 

11. Whom \ n u M P ^ / i w m i n <sKH«^pt¥iy*nn tK,^t>^» t y ^ r ^ ^ i m j 0 ^ » a r e ^ j e o a l l h m •nrk>4t<l m * s^emjtar o rora*n taut allocaed to a praducaia, 

WeU (wbidi d u l l evewwie a W -*a w d u ) uodor a j w u l field rule* promulgSnd by ewj approprufe yovcraramlal mahura y having ju red*! mo. al Ihe tiros o f lenum^iou; or, m Ihe 
alanam of asecul field n d a e^abluhed ia the field f i x vduch *%.y gives wen m located, Iheu esda gas well (whrdi shall mdude dua-m weUa) eiall be allocated 320 aorceplue 
alotosBocof lOf». far a e>acmgox pcerauoa U B X . sod cadi o i l well (whid i d u i l dua-n w d U ) mhsll ba SO acroiptua aleteranceof 10%. far a aaacmgof 
prorauoa muL Each audi ejiacSBgaTprorauaa imd ahall be aa aesrly atprao^cabti ia the stupe of a aausre or codaagk abounding auob well. 

1 4 . n o t w i t h s t a n d i n g s u c h t e r m i n a t i o n . L e s s e e s h a l l h a v e a c o n t i n u i n g r i g h t o f w a y and e a s e m e n t o n , o v e r and 
e c x e s s a l l t h e l a n d c o v e r e d h e r e b y f o r t h e c o n s t r u c t I o n , u s e , m a i n t e n a n c e , r e p l a c e m e n t , o r r e m o v a l o f p i p e l i n e s , 
c o e d s , t e l e p h o n e l i n e s , e l e c t r i c l i n e s , t a n k a n d o t h e r f a c i l i t i e s f o r i t s o p e r a t i o n s h e r e u n d e r o n L a n d r e m a i n i n g 
c o v e r e d b y t h i s l e a s e f o l l o w i n g s u c h t e r m i n a t i o n . 

1 5 . T h i s o i l a r d g a s L e a s e l s s u b o r d i n a t e t o t h a t c e r t a i n " S r l o r L e a s e " d a t e d A u g u s t 2S, 1 3 9 7 , e f f e c t i v e Oeccmbec 
7 , 1 9 9 1 , r e c o r d e d i n Book 1 2 7 , p a g e 124 , L e a C o u n t y R e c o r d s , aa amended b y i n s t r u m e n t d a t e d , 2 0 0 0 , 
r e c o r d e d i n B o o k , p e g e , L e a C o u n t y R e c o r d s , b u t o n l y t o t h e e x t e n t t h e t s a i d P r i o r L e a s e i s c u e c e n t l y 
a v a l i d a n d s u b a i s t i n g o i l a n d g a a L e e s e . N o t w i t h s t a n d i n g a n y o t h e r p r o v i s i o n s o f t h i s o i l a n d g a a Lease , t h e e n d 
o f t h e p r i m a r y t e r m h e r e o f s h a l l b e e x t e n d e d u n t i l t h e t h i r d i i " 4 ) a n n i v e r s a r y d a t e o f t h i s o i l a n d gas l e a s e n e x t 
f o l l o w i n g e x p i r a t i o n o f t h e c o n t i n u o u s d e v e I o p m e n t p r o v i s i o n c o n t a i n e d l n added P a r a g r a p h M o . 12 o n S x h i b i t * A " 
a t t a c h e d t o t h e P i l a r L e a s e , p r o v i d e d t h a t i n n o e v e n t a t t a l L t h e p r i m a r y t e r m h e r e o f e x p i r e l a t e r t h e n t h e 2 9 > k 

a n n i v e r s a r y d a t e o f t h i i s o i l a r d g a s l e a s e . E x e c u t i o n o f t h i s o i l a n d gaa l e a s e b y L e s s o r a h a i l n e v e r be c o n s t r u e d 
a s a r a t i f i c a t i o n o r r e v i v o r o f t h e P r i o r L e a s e . L e s s o r s p e c i f i c a l l y a g r e e s n o t t o e n t e r i n t o any a g r e e m e n t o f a n y 
f o r m t h a t w o u l d e x t e n d o r c o n t i n u e t b e p r i m a r y t e r m o r t h e c o n t i n u o u s d e v e l o p m e n t p r o v i s i o n o f t h e P c l o r L e a s e , o r 
a m o d i f y a n y o f t h e e x i s t i n g p r o v i s i o n s o f t h e P r i o r L e a s e . 

E x e c u t e d t h e d a y a n d y e a r f i r s t a b o v e w r i t t e n . 
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