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OIL & GA3 LEASE

THI3 AGCRZEMENT made this 27th day of Macch, 2001 betwoan Hadeline Stokes, desling with

propecty, whose address i3 P. O. Box 2115, Ozona, Texes 76943 haceln called lessor iwicther
#aff, P 0. Box 105, Mineola, Texas 75773, lazsce:

1. Lessac, in considerstion af TEN AND OTHER DOLLARS in hand pald, raceipt of which ls here acknowledqged, and
of the toyaltles hecein provided and of the agreements ot the lessse Necein contained, hereby graants, lesses and
lets exclusively unto lessee for the purpase aof investigacing, explocing, prospecting, dcilling, and aperacing fac
and pruducing oll and gas, injecting gas, waters, acher fluids, and alc into subsucface atrste, laying plpelines,
storing oil, buildiaq tanks, roedways, telcplione lines, and other atructures and things theceon to pruduce, seve,
taks carc of, treat, pracaas, store and traayport seld minerals, the following descrlbed land in Lea County, Mew
Mexico, to-witi

Townehip 16 South, Rangs 3§ Bast, N.M.P.N.
Section 1): 32/4

Section 23: SE/4

Section 24t MW/4IW/4, NW/ANE/4

Sectioa 25: MW/4

Sectlon 26: MR/4

Jaid land 13 estimated to comprisze 720.00 acres, whather 1¢ actuslly comprlses moce or less.
~

i
2. sﬁ:@a the othesr provisions herein contalned, this leass shall zemain in force for a term of_threa (1%
yeacs f£5 7, 2001 {called “primacy tem~} and a3 long thereaftsc as oll or gas is produced from said lend orc
from land with utilch ssid lend $(» pooled.

3. The royalties to be paid by leiaew are: {a) on 0il, and othexr liquid hydrocarbons saved at the well, thres-
slxceenths {3/16ths) of that produced snd seved from said land, same to be dellvered at the wells or to the credit
of lessoc in the pipeline to which the wella may be cannected; (b) on gas, incliding casinghead ges or other gazecus
aubsCtance produced fcom sald land and used off the premizzs or used in the manufacture of gesoline or othec
of otf the premizas, the xoyalties >hell bae tMeeT:iute-;tm {3/16thal of the smount rcelized Erom such zale; (c)
and at any time when this lease {3 noc validated by other provislons hercof and there L3 a gas aml/or condensats
wvell on sald laad, or land pooled therewith, but gas or condensets is oot being 30 sald or used and such well is
slwit tn, eithec beloce oc¢ aftec pcoduction therefrom, then on or before 30 days after said well is shut in, and
thereatter at annu4l intervals, lessce may pay or tender an advanca shut-in royalty equal to §1.00 per net acce of
lessocr® s gaa acreage then held under thia lease by the perty making such paymeat of tendec, 4nd 30 long as 3eid
shut-in royalty is paid ar tendered, this lease shall not terminace and it shall be considered under all clauses
hereof that gar la being produced from the leased premiszes In paying quantitics. Each such paymeat shall be paid
ac tendsiod Ca thu party oc pastiea vha at the tima af such payment would be entlitlied €O fecaive the royslties which
would be pald under this lesse if the well were in fact producing. The paywent of tender of royslties and shut-in
foydltica say Do mads Dy check of deaft. Any timely payment oc tendec of shuc-in royalty which is made in s bonae
tide attampC tO make propes payment, but which i3 erroneous in whole or in patt a3 to pasties or smounts, shieil
neverthelass be suffliclent Lo prevent termination gf this lesse in the same miunec as chuugly & propar payment had
Ueen mada Lf lessce alull coacrect such exfor within 30 days atter lwasee has fevceived written notice thereof Ly
certifled mall from the pacty or parties entitled to receive peyment together with such written iastruments (oc
cert.fied coplea thiereof] a3 are neceasacy to enable Lesaae to make propsc payment. The asount ccallzed fcus the
3ale of gas on or off the premises ahall be the price eatablished by the gas sales contract entered (nto in goot
faith by leasce and gas puccheser for such term and under auch caxdlitions a3 sce Guytowmary In the industry. “frlce”
atball wean tha uwet eamount recelved by leseee sfier giving effect to applicablle i1egulatory ocders and aftec
application ot any epplicable pcice sdjustments specifled iun such contract of fegulatorxy orders. En—the—cvent
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4. Thias s a4 patd—up lease and leaszce 3nall not be obligated during the primary tecm hereof to commence oc
continue any operations of whatsoever cheracter Of to wake any payments hereunder in order to maintsla thia lesse
in force during the peimary tesm; howevec, thia pravision iy not intended to relieve lessee of the gbligation to
Pay royslties on actual production pucsuent ta the provisions of Paregreph } hereof.

S. Lessec is hereby granted the right and power, from tise to time, to pool or combine this lease, the land
covered by it af apy pact ar hocizon thereof with any other land, leases, mincral estates or parts theceaf for Lhe
production of o1l o¢ gas. Units pooled hereunder shall not exceed the staniacd pxoration unit fised by law or by
the 011 Conservation Division of the Encrgy and Minerala Department of the 3tate of New Moxico os by any othec
Llauful suchocity for the pool ot sies lo shilch 34id land ia situated, plus a tolersanca of ten percent. Lesses shall
file written unit designations in the county ia which the premises are located and such units msy be designated from
time to time and either before or etter the cwepletioa of wells. UDrilling operstions on oz production from any pact
of any such wut 3hall be considerod for sll purpose’, «xcept the paywent of rayalty, a1 operstions conducted upan
or produccion from the land deacribed ia this leass. Thera sliall be ellocated to the land caveced by this lease
jncluded in any such unlt that portion of the total productioa of pocled winerals from wells ian the unit, after
deducting any wsed in leasze o1 unit operations, sduich the net 0il ocr ges acresge i Lhe lant coverad by this lease
iscluded in the unlt beairs to the total nuaber of surface acres in the umit. The production 30 allocsted ahall be
consideced toc &ll purpases, includiog the payment or delivery of toyalty, to be the eatire production of pooled
mineralas fzom the poitfion of 34id lind coverwd hereby and fnciuded in said wilt {n the same manner as though
produced fros 3a:d land undec the terms of this leese. Aoy pocled unit designeted by lessece, a3 provided heceia,
say be dissolved by lessece by recordliy s4n sppropriate lastrusent Ln the County whece the lard 13 situated at any
time after the completion of & diy hole or the cesastion of production on said uwaic.

&. If ac the exptrafion of the primacy tesm thare {3 no well upon 3sid lani capable of producing oil or ges, but
lesscw has conmanced operations for deilling of rewocking thosrech, thia lease shall remain Lo tocce ao long es
operations sie peosecutsd Withh O ceszetion of moce Lhau 60 consecutive deyy, whether auch operatious be on the same
well oc on & dlffeceac o sadicional well oc wells, and L€ they result in the pcoduction of oll or gas, 30 loug
thexeaftec as ail oc gas L3 prodiiced from sald laad. 1f, efter the explcatlion at Che primery teaim, all walls upan
3aid laml should bucome incupable of produclng fac euy cause, this loesoe shull sot tecminate Lf lessve coamencea
opecetiony tor sdditional duilllng or for cewucking withiln 60 days thereafter. If «ny dzilling, sdditlonal
deilling, or rewocking operations herewxder result Ln production, then this lcase sball remain {n full foxce 30 long
thereafrfer a3 ail ar gas i3 produced heceundac.

T. Lesiee shall have free use of ail, gas and water from s«id lLarxd, except water from lesszar‘s wells and tanks,
tor all operacions hereurdder, and the soyalty 3ldll be computed atcer dalucting 4ny 30 taed. Leaseew slisll have the
rlght «t any timo during atf after the explration of thia lease ta romove «ll propurty and fixtuses placwt by lossce
on said tend, including the cight to draw and temove ail casing. When requised by lessor, leases will bury all pipe
lines on cultivated lands Delow vidinary plow depth, and mo wall 3hell be drilled withun two huvdred fcet (200 tr.)
af 4ny fe21dcncs of bam naw on 3ald jand without lessor‘s conseut. Leseoc 3hall have the pelvilege, et his riask
arxi expenae, Of uslng ge43 from aay gea well on 3ald land for stoeves aaxd {n3ide llghts Lln the principal dwelling
thaceun, out 0 eny surpluas Jas not needed for opegratiowa heceurwiec .,

8. The cights of eilher party herecunder msy be aszsiguned in wiole or in psrt and the provisions hereof shal
extend €0 theif helrs, €xcCuLOr3, &LAINLIICLLLALI, IUCCEas0K3 and a3signii DuC Ao change in the ownecship of che las
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or in the owmership of, or righta to receive, royalties or shut-in goyalties, however accomplished shall operste
to aularge the obligstions or dimintsi the rlghts of lessce; and no such changs ot diviszsion shall be binding upoa
leasce tur any purpose uatll 30 daye atter leisew has bewn funialied by cecCilied mail at levece's priacipal place
of bunlmess with acoeptable lastiuments or certifled coples theceof constituting the chaln of title from the
ociginal lessor. If any such chenge in ownccahlyg occauls thoogh the death of tie ownac, lesice way, st ite optioa,
pay ot tendec any royaltles oc ehut-in royaitics in the neme of the decessed or to hia estate oc t0o his heiss,
sxecutaor ac administretor wntil aucly Lime a8 lezjee has been fusulshiod with evidence sat{zfactoury to lewsee a3y to
the persons sntitled 1o 3uch sumi. An assignacnt of this leasze in whole ur in pezt 3hall, to the entent of such
asalgnment, cellave emd discharge lessee of auy obligeZlons hereundes smi, if lessce of aasignea of pact or paits
heceafl shall fall or make default fn the payment of the propartionate part of royalty or shwt-ia royalty due from
such lessce or asaignes of fall to comply with soy of the provisions of this lsase, auch defsult shall oot affect
this Lease Insafac &3 i€ covers » part of said lands upou which lessea or any #33ignee therecf alull propexly cosply
or make such payments.

’. Should lesses be prevanted from complying with any express or implied covenant of this lease, or from
coaduct lug dcilling ot rfewocklng aperations hereunder, or from producing oll oc gas hereunder by rfesson of scarcity
oc lnability to obtala or ujle aquipment or materlal, oc by operation of force majeure, or by any Foderel oc state
law oc any otder, rule or fegulation of governmentael autharity, then while 30 prevented, leasce's duty ahall be
suspended, and leasca shell oot be liable for fallure to comply thecewiths; and this lesse ahall be qatended while
and so long a3 lesses is prevented by any such cause from conducting dcilling or reworking operstiocns or from
praoducing oll or gas herewndor; and the time while lessce is 30 prevented shall not be counted egelnst lesese,
anything in this lease to the contrary notwvithatanding.

10. Lessor herehy warrants and agrees ta defend the title to sald land and agrees that lessee ac is option may
dlsclurge say tex, sortgage or othicr lien upon 34id laxi, sod in the svent lesice does 0 LIt shall be subrogated
to such ucn with the right to e¢nforoe same and to apply royalties and ahut-in coysltiss psyable hereunder towsrd
-ntl-tytnq f.— Without i(mpairment of lessce's rights wuiec the warrenty, if this lease covers a less jntesesc
in the oil ‘and gas Ln all ar any part of seid land than the entize and wdivided fee simple s3tste (uhathur lessac’'s
interest Ls hercin specified oc not) then the royalties, shut-in royalty, end other paymecats, Lf any, eccouing from
any part as to wtuch this lease covera less thsn such full interest, aliall be paid only Lo ths proportica which the
jntesest therein, if any, coversd by this lsase, beacs to the whole and undlvided fee slople estate therein. Shauld
any oae or moce 0f the parties named above as lessocs fall to exccuts thls lesse, it shall nevectheless be binding

wpon the pasty or parties cxequting the aame.

11, Lessce, ita or hi3 successors, heirs and asslgna, ahall have the right at any time to surrander this lesss,
in whole oc in past, to lessor oc his helrs, succeasors, sad sesigns by dellvering or ealling a rolesse thersof to
the lesior, or by placing & rfelease thereaf af record in the oounty in shich said land 13 situated; theceupoa lessss
shall be ralieved from all obligatiocas, exprsssed or implicd, of this sgrecmeat a3 to screage so surrendered, and
thereaftac the shut-ln royallty paysble hersunder shall be reduced {n tha proportion that the acreage coveced hereby
Le feduced by zald geleass o releasacs.

ADDITIONAL PROVISIONS

1 Natwathaiandn § siything cotaned haraa o the amrary, ot the aad of s prumuary tamm, this leass will taminats o Lo all said lande nut than wchuded o o sllacmt
10 8 spacing ar procalecn it sllecaad o 3 producng weil (whah dall iachude dud s weils) mles

8) Loy bay drilled, decpanad, rewark od ar recnpletal & well am meid lands above doscribed ar an Lands poulad thaewith md withia anebumdrad aghty (100) deys
priar to the expuatian of the prunacy tarm, conplasd wid weil as 8 producer of ol md/ar gas, or plugyed said wall as « dry bole; &

b) At the sxpiration of the primary tam, Lassse is anygaged 1 dnlling depming, rewaxk ing ar ooy lation apardions an said Lands or a3 Lmds poalen tharcwth

20d the sallar | ames cxneaiaons s cut s drlls g progrse wharsby cparations for the drillinyg of 2 acw wedl, or the dogpans ki bticn of @ evimug well,
mwcd-ﬁ-mwwy(lw)bﬁddmmumdu) lllcupummJﬂnwﬂay(«n((u)dumlllmwphu-“-y\-!&lud
. docpaasd, ek ed o lated acroms of subsaquat Lo be exp ygion of the primary tam.  Far the purposs barouf, “campleian™ wball be the date of the filisg of the pataonal
ldvvclnhlhn_,,.v.' > al suhorcy havng ke s provucer o, o & well v phugpal 2 3 dry buls, e “pligigoy ™ shall Ls the data of fling the pluggng
ropat wah the Jppcapete gevanaadal scharty having junelcuio.

1. When Lossne craace enid aataoucus dnlling proyram, this Leass shall tamnte 22 to all aqreage nal than sschedad i 2 speciag o prartion uk allacxad o & producag
wall (which shall mchide dus -0 weils) unda specal field nulos promslyaiat by the apps aprisie yovemmeolal mibaray baviag jusieliciun, @ the lime of tomssion, o, = dae
ahsmucn of specisi ficid rulc etablohad i the Geld for which my gvn weil 8 locsted, han each gas wdl (which dhall ncude dut -8 weils) shall be sllocaied 120 exes phus
8 Lok ancw of 1076, fur 2 epecmg or prarslica wok, mad cach o wedl (which diall mclude dus o wells) shall be altocated 30 acres plus 2 talenmos of 10%, i & pacmg ar
provaticn wit. Bach such pacng or praretian s shall be s omarly 23 practicable m the dhape of 2 squarc o retmgle muraundiag suck wll

14. Notwithateniing such tecmination, Lessce shall have « continuing right of way snd ecasement on, aver and
across all the land covered hercby for the constpuction, use, mainteénance, replacement, or removal of pipelines,
soads, telephone lines, electric lines, tank and other faclilities for its operetions hereunder oo land remalning
covesrod by this lease following such termiunation.

15. This ofil and gas lsase ia subordipatas to thet cartaln “Prior Lease” dated Auqust 25, 1997, effective Decambec
1, 1997, secorded in Book 827, paqge 127, Lea County Records, a3 amerxied by instrument dated . 2000,
recorded in Book .+ page » Lea County Recacdia, but only to the extent that said Prior Lesss Ly cucrently
a velid and subsisting ail snd gas lease. Notwithatanding any othec provisions of this oil and qas lease, the end
of the primary term hereof sneli be extendod until the third {3'") anniverse¢y daete of this oil and gaa lcase neat
followliny expiration of the coatinuous develogment provision contained in added Paragcaph No. 12 oa Euhibit “A~
atCaudied ta the Prloc Leaae, grovidedl that lu wo eveat aball the primasy tera hereaf explre latec thaa the 29
annivegeacy date of thiis oll end ges lease. Execution of this oll and gus leass by Lessor shall peves be coastruad
a3 & ratification or revivor of the Pcior Lease. Le3sor specifically sqgréce not to enter futo any sqreesent of any
form that would extend or continue the pcimery Cacm or the contiouous deovulopaent proviasloo uf the Prlag Leass, ox
modify any of the existing pcovisions of the Prioc Lease.

Executed the day and year flrit ebave written.

’/Z!ﬂ =£ f/.! 5_71‘ é:[ 4 5 2__7‘2_/,)q)

Madeline Stokes ise
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INDIVIDUAL ACKNONLEDRENT (New Maxico Short form)
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OIL & GA3 LzASE

]
=

vhoae akicess i3 P. O. Box ino ¥ig 39:1:\3‘ Texas 73721 nherein called lessor (whether one o more) and

TS AGREENENT made this 27th day of March, 2001 batween Erma Hamllton, dealing with her 3ole and scpsrats propag
Ja

Nl;t( P_‘ o. Bol 703 K_.L_r_x_e_p_l . TtuA: _15771, lesace;

1. Lu3eoc, Ln considerstlion of TEN AND OTHER DOLLARS in hand paid, receipt of which is hece scknowl edged, and
af the royselties herein provided and af the agrwements of the lessee hercin contsined, hereby grants, leases and
lets excluslvely untad Lessee for thea purpase of fnvestlgating, explocing, prospecting, drilling, awl operatiog fac
and pcoduciag oll and gas, injecting ges, wetecrs, other flulds, aud air into yubsurtece strets, laylag plpelines,
atacing oll, bullding tanks, zroadways, telephone lines, and ocher structurcs 4nd things thereon to praoduce, save,
take cace of, treat, process, stocre and traasport seid minerala, the following described land in Lea County, New
Kexico, to-wit:

enahip 16 South, Range 15 Raat t, N.H.P.M.
Seatlon 13: SE/4
Section 23: SE/4
Section 241 NW/ASN/&, MW/ANE/4
Section 251 MW/4
Section 26: NE/4

web
2. Subjecl: o th. other provisions herein contained, this lesse shall remaia ila force for a term of three (3}
years fcom 7%, 2001 (called “primary term®) and o3 long theseaftec as 0il Or gas is produced fros sald land oc

trom lend with which said land is poaled.

3. The roysltles to ba paid by lessce ace: (a] oa ¢il, and othar liquid hydrocarbons saved at the well, thiee—
sixteentha (3/16ths) of that produced and saved from said land, same to be delivercd at the wells or to the credit
of leasor in the pipeline to which the wells may be connected; (b) oo gas, including cavinghead gas or other gaseous
substance psoduced from gaid land and used off the premises or used ian the manufacture of gaszaline oc other
producta, the macket value at the well of three-sixteenths (3/16tha) of the gas used, provided thst oo gaa sold om
ocr off the premises, the royslties ahall be threc-sixteenths (3/16tha) of the amount realized from such sale; (c)
and at any tiwa when this lease {3 not validsted by other proviaions hereof and there is & gas anxd/of coixiensat e
well on said land, or land pooled therewith, but gas or condensate i3 oot being 30 3old or used snd such well is
shut in, either before oc after productioa therefrom, then on or befare 90 days after said well i3 shuc in, and
theceafer ot snnual fatecvala, lessse may pay ar tender an edvance shut-in coyalty equal to 31.00 per net acre ot
lossac's gas acreage Then held under this leasc by thia pecty making auch paymeat ot tender, and 30 long a3 ssid
ahut-in royalty i3 pald or tendered, this lasae shall not tecminate and it shall be considered under all clauses
hereol that gas is being produced from the leazed premises in paying quantities. Each such payment shall be paid
ac tendecwd tu the party or parties who ot the time of such payment would be entitled to receive the royalties which
would be pald under this lease tf the wcll were in fact producing. The payment ac tendes of royaltles and shut-In
Zoyaltics may be made by check or draft. Any timely payment or tendec of shut-in royalty which is mede la « bonas
fide attompt to make proper paymeant, but which i3 ecronecus in whole or in part a3 to parlies or amounts, shall
feverthsleas be sufficient Tto prevent terminetion of thia lease in the seme manner &3 though & propel paywent had
buch made 1f leasce shall cocrect such ecror within 30 days aftec lessee has received writtea notice thereof Ly
Certified mall from the patty or parties entitled to receive payment togethur with such weltten iastruments (or
Certified copiea thereaf) a3 are necessarcy to enable lesice to mdke proper payment. The amount reslized from the
3ale of ges on o¢ off the pramiies shall be the price eatablished by the gas 3ales coatract entered into ia goud
faith Ly lessce wnd gaa purchaser for such term and under such conditions as ece Qutomury in the ladustiy. “Prlce”
anall mean the net amount received by leasca sfter giving effect ta applicable requlatory ocders amnd after
applicacion of any applicable price adjustments specified in such contrect or regulatory ocders. Fe—the—event
Foazeco cvompreslesr,—tieata,—purifles, —or dehyirates such ges (whethear on oc off the dcased-preaisest—or trsasports
gea-off-the leasod premises, lessec in computing-royaity herewmder may deduct fcow—eudipeive a reasonable chacge
fer—veachof-suah—funct Lone—pex tormed . = 4}

4. This i3 a paid-up lease and lessee shall not be obligated during the primacy tecm hercof to commence or
coatinue any operations of whatsoever chearactesr or to make any paywents haceundec in order to maintelin this lease
in force during the primacy term: howeves, this provision i3 not intended to celieve leazee of the obligatlon to
pay royaltles oo actual praductica puriuant to the provilions of Pacaggaph 1 hereof.

$. Lessee 13 hereby granted the right and power, from time [0 time, to pool or combine this leasze, the lend
coveced By it Or any part or horlzon thereof with any other land, leases, mineral esstates or pacts theseaf Ror the
production of oll or gaa. Uaits pooled hereundear shall aot exceed the standard procacica unit fixed by law or Ly
the Gil Consecvation Diviston of the Enecqy and Minerals Departmeat af the 3Jrate o0f New Mexlco or by eny other
lawful authority foc the pool or area in which s«id land is situated, plus 4 tolerance af ten percent. Lesses ahall
Ells writtoo unit designations ln the county in wiich the premises are locaced and such uniC3s smay be designated rros
time to vime arcl either before or afrarx the coapletion of wells. Drilling operacions an of production tsom any part
of any such unlt shall be considered for all pucposes, except the payment of royalty, as operations comducted upon
ot productiaon froe the land described in this leaszs. There shall be allocated to the land covered by this lessae
included Lo any such unit that portion of the totsl production of podled minerals from wells in the unlt, aftex
deducting any used io lesse Or wnit operafions, which the net oil or gas acieage in the land coverad by this lease
fuclded (n the unlt beacs ta the totel number of surface aczes in the unit. The production 3o sllocsted shsll be
considered for all purposes, Including the payment or delivecy of royalty, to be the entice productiono af pooled
minecals from the paction of s4ld land covered heceby and included 1n 3aid unit 1a the same msnues a3 €
produced from 3aid lend under the terms of this lease. Any pooled unit designated by lessee, a3 provided herein,
may be dissolved by lessce by recording an appropriste {nstrument in the County where the land is 3ituetod &€ any
time aflec the completion af & driy hole or the cessaCion of production an seid unic.

€., If ac the expiratlon of the prilmacy term these I3 no well upon 3eid land cepable of prodicing oll or gas, buc
lessea has cammenced opeirations for dellling oc rowocking thereon, this lcusw shall ceamaln in force 30 long ss
operations are prosecuted with no ceasatiaon of more than 60 consecutive days, whethec such opsrations be 6o the zeme
well o¢ oa 4 dlffecaat oc additicnal well or wells, and Lf they fesult in the productian af all ar gas, sa lang
thecealtec as oll oc gas 13 produced from said lami. 1f, saftec the esplcatiocn of the primary tecn, sll wells upun
ssld lawl should become jacepable of producing foc any cause, thiz leass zhall not tecminata {f lejsce commences
operations tosr additional drilling oc for reworklug withia 60 days thiersatter. It any detilfng, mbdicionel
diilllng, or rewar¥lag operations liereunder result In production, thea this lease shall remain §n full tocce 30 long
theceatter 4s oll O gas {3 produced herecumder.

7. Leasce shall have free uie of oil, gas ard water from sald land, except wates from lessor's wells and tanks,
for all opecations hecsunder, and the royalty 3liall ba cosputed after deducting any 30 wsel. Lessee shall have the
fight st any time during or after the espiration of this lease to remove all pcoperty amxd tixtures placed by Llessce
on 3aid land, including the (ight to draw amd remove all casing. When reqused by lessac, leoxece will bury il pipe
lines on cultivated landi below ordinery plow depth, and no well anail be dallled within two luisred feet (200 £t.)
of any fesidence of bach now an 341d lend without le3aor's cansent. Leasor shall heve the privilege, 4t his riak
and expense, of wiing ges from any gas wail on 34id land for stoves and Laside lights 1n the pcincipal dwelling
thereon, out of sy surplus ges not needed for oOpecstious hacesunder.

§. Tha rights of aither party horawnxder may be ssaigned in whole ot lo part end the pravisions hereof ahall
excend to theisr heirs, eaecutors, siminietretors, Iucceisors and assslgyns; buc no change in the owmacship of tha lent
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of ln the owmecshlp of, or rlghts to receive, royaltles or shut-in royalties, however accomplished shall operstCa
to walsrge the obligetlons or diminish the righta of lessea; sid no such change ot division ahall be binding upoa
leazcs for any pucpose until 10 days after ledsce has been furnished by certiflied mall st lessce's principel place
of business with acceptable lnstrumeats oc cettified coples thereaf conscitucing the chain of titla from the
ariginal lesaor. If any such chenge lu ownecahlp occucs thsough the doath of the wwnec, lessec may, ot Lty option,
pey ar tewler any royalctles o aliut-la royultius in the nams of the decoasal or to hisz ealate oc to bila helcs,
wacculor 9f¢ admiunlstiator wntil 3uch Lime a3 lesues Las been furndshod wilth svidecice dallatuctury to lesaes oz to
the persoas entitled to 3uch aums. An aesigneoat of this lesase in “iole or in pact shall, to the extent aof such
asalgqument, relieve and dischacqe lessse of any vbligations haceundar awd, if leseaee oc azsignee of peact ar parts
heceof shall fall or make defsult iu the payment aof the propoctlonate part of royalty or ahut-in zoyalty due Lzom
such lesses Ocr sasiynee of fall Lo comply with any of the pravisions of thile lease, such default shdll noc affect
thls lease lnsofac &3 1t Cavers a parst of said lands upoa which lessce oc any assignes thercof shall properly cosply
ot meiks such paymeats.

9. Should lesseo be prevented from cosplylng with any express oc implied covenant of thls lease, or from

conducting deilling ot rewacking operations herewrnxier, or fcom producing ail or gas hefeunder by reasaon of scaccity
o inabllity ta obcaln orf use equipmant or materiasl, or by opecatlon of facce majeuce, ar by sny Federal or atate
law or «ay oxdes, rule or rfequlation of governmental suthocity, then while so prevented, lessee‘s duty shall be
auspended, and Lessce 3hall not be liable for tailure to comply thecewith; and this lease 3liall be extended while
and 30 long a3 lessae 13 prevented by any juch caule from conducting drilllng or reworking operaticas or fLrom
producing oll or gas heceunder; and the tima while lessec i1 30 prevented shall not be counted against lessea,
aaythliog ln this lecase to the contrary notwithstanding.

10. Leszaor hereby warzants and agrees to defend tha title to sald land end agrees that leisee at la option may
dischacge eny tax, wocrtgsqge or other lien upon 3ald lani, and in the event lessece does 30 it shall be subrogated
to auch llen with the right to enforcs same and to apply royalties and 3hut-in royalties payable hereunder towssd
.n:l:tyknq:,m. Without impaizment of lessee's righta under the warrancty, if this ledse covers a4 less lnterest
ia the ail and ges in all or «ny pact of 34id lant thua the entire and untivided fee siaple mitate {whether lessoc’as
inteceat i3 herein apecified or not) thea the roydlties, shus-in royalty, and other psymenta, if any, accruing from
any pact a3 to whuich thls lease covera less than such full inteceat, shell be paid oaly in the proparcrtica which the
intesesc tiiereln, if any, covered by thia lease, beasrs to the whole end undivided fee simple estste thacein. Should
any gne orf moce of the parties named above as les3ors fall to executs this lease, it shall nevertheless be binding
ugoa tha party of partiaa enecuting the asams.

11. Lesaee, 1ts or his successocs, heira and assigns, 3hall have the right et any time to surrendar this lease,
in whole oc in pect, to lessoc or his helrs, successors, and asaigns by dellvering ot malling a rel ¢ thersof to
the lessor, or by placiog & relcase thereof of recocd in the councy in which 3aid land i1 stltusted; thereupon lecases
shall be ralieved from ail obligationa, expresied or implied, 0f this ayreement as to acreage 30 surrendeced, and
thereaftec the shut-in royalty payable heceunder shall be reduced in the proportian that the screage covered hereby
is reducedt by said relesase ar releases.

ADDITIONAL PROVISIONS

11 Natwahstandisg :yhag antuod baan W the contrary, it the ond of the prinary 1o m, this ks will {anunse aa ts sl sud Lnds na then Bouded B of sllect el
10 & padny & praralian wed o od 10 3 produciay wall (Wi shall mclube dut e wells) wlom

o) Lamos has drilled, decpaned, rewarked ar reconmpletod a wadl an xaid lande sbawe dewsaribed ar an Lands poolad tharewith md withia ane buadred ayddy (180) days
peiar tathe cxputioa of the prasary tama, campla el sid well as & producer of wl md/ur gas, ar pluggad sud weil 832 dry hole, o

b} Al lbe expiration of the primary tam, Lases i apged o dnllag dapanng, rewark my @ recormpldian operalians an said lands or an lands poolad therewih,

ond hereaft o Lomes coommences & cond muous dnlln g programs wherdby oparat iana for the drillag of & acw well, o the depaiing, rewarkung o recamption of 0 ecs ng wdl,
are conasncod wih @ ang buadral aghty (130) days afler thae Latter Lo aocue of (1) the expyatian of the prousy tam, or (i) the caoplaim or plugung of my well dediad,
docpraad, rewarked o revamplaed Ao o subsaquent W ibe expudm of the pramary tam. For Lhe pusposes haroul, “camplutin” duall Le the dite of the filiog of the patawcd
Lo capart wath e 2ppr Qunise yo al sudbarty bavenyg juned. o & praducer ar, uf & well e phugged 20 2 dry bole, e “phuggaiy” shall be the dise of filny the phuggoy
reparnt with ibe appcapnac govanmaial sutburdy having furisdutian.

13 When Lomar crancs caid ot drilling proyraa, this lexm shall temnte 26 10 all acreage aot then mchudsd in 2 ypaciag o prov Zia unit allacdad o 3 peaducn g
wecll (which shail nchude dud 0 weils) uader spoctal field rubes promulgatol by the sppcaprse yovarnmmial authurty haviny junsdidun, o the umes of (e dion, o, @ the
shuance of specul firkl ruics ot sblished @ the ficld fux which sy Pran well is locaiold, tha cach yas wdl (whuds shall inchude 1hu @ weils) hal be aliocatad 310 e plus
atolamor of 10%, for 8 pacag of pearation ung, a0d exch ol well (which shall mcudo sud o welle) shall be allacdiad 80 aacs plus 2 talarance of 10%, for & spacmg or
praration g Fach mich pacny or prosaian vod dhall be e acarly as practicable n the shape of « square or cad 2aghk sutaunding, such wedi

14, Notwithscandlng auch terminatica, Lessee shall have a continuing right af way and eeaemcnt on, over and
across all tha land covesed hercby for the construction, use, malatenance, ceplacement, oc remuval of pipeliaes,
rcads, telaphone lines, eleatric lines, tenk and ather fecllities for its operations hereundes on land remainiog
covecead by this lease following such termination.

15, This oil and gas lesse i3 subordinats to that certain “Prior Lease” dated August 25, 1997, effective December
7. 1997, secorded la Book 627, page 124, Lea County Records, es amended by Lnatrumsnt dated . 2000,
secosded in Book . Pags ;, Les County Records, but anly ta the extent Lthat said frior Lasse is currently
a valid and subas{sting oil and gas lcase. Notwithstandinog any other provisions of this oll snd gaa lesse, the end
af the primary ters hereof 3hall be ¢xtended until the third (}) aauuivecsary dete of this all end qas lease next
following explcation af the cootlnuoua development provision coatauioed in added Puragrsph No. 12 on Exhibit “A~
attached to the Prlor Leawse, provided thet ln no eveat siall the primacy ters hececl enpire lsater thea the 20'*
annivessary date of thils oil wxl gas leass. ZxeauCion of this o1l end 4a3 lecase by Lessor whall nevar be construed
#3 a catificatian or cevivor of the Prior Lease. Leasor speciflcally agcees nut to entes lato any agceemeot of sny
focm that would extend ar contipue the porimary term oc the continuous development provision of the Prior Leaiae, or
modify any of the existing provlisions of the Prior Lease.

Executed the day and year ficat sbove wrlttea.
L /! f —
5 . dan Zfﬂu {é:{ 0 & i / / 6/
‘x‘;l ﬂ..uzgn ZSI T -
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STATE OfF Tanas

INDIVIDUAL ACKNOWLEOGMENT (New Mexica Short Form)

COUNTY OF

This instnment wms ascknovliedged before me on W L}
Hamilton -

2001, by

" 0716%

NORMA A. GARCIA
@ Moty Publi, St of Tenme

My Camms, Expireg Loy 14, 2006

Notary Public, State of

Ny Commiseion Explires: “‘\Q—f?&bzf

_ 03y, .
'Ll' ...... 0 1,' wy
STATE OF NEW WEXICO BN B
COUNTY OF LEA LR R
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Meclinda Hughes, Lo Cf)‘g"‘
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