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OIL & GAS LEASE

THIS AGREEMENT made this 27th day of March, 2001 between Madeline Stokes, dealing
property, whose addxess is P, O. Box 1115, Ozons, Texas 7€943 herein called leasor (wh

D. Huff, P, C. Box 705, Mineola, Texas 75773, leassee;

her_sole and aeparate

one or wmore) and Jamea

1. Lesaor, in conaideration of TEN AND OTHER DOLLARS 1n hand paid, receipt of which i3 here acknowledged, and
of the royalties herein provided and of the agreements of the lessce herein contained, hereby grants, leases and
lets exclusively unto lesaee for the pwrpose of investigating, exploring, prospecting, drilling, and operating for
and praducing oll and gas, injecting gas, watera, other fluida, and alr into subsurface strata, laying pipelines,
ataring oil, building taanka, roadways, telcplicne linesa, and other atructursea and thinga thereon to producs, aave,
take care of, treat, pracess, astore and transport said minerals, the following described land in Lea County, New
Mexlico, to-wit:

Townahip 16 South, Range 35 East, N.N.P.M.
Section 13: SE/4

Section 23: SE/4

Section 241 NW/4SW/4, NW/ANE/4

Section 25: NW/4

Section 26: NE/4

Sald land la estimated to compriae 720.00 acres, whether 1t actually comprises more or less.

Y
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2. &MO the other provisions hersin contained, this lease shall remain in force for a term of_three (3)
years fr 7", 2001 (called “primary term”) and as long thereafter as 9oil or gas is produced from said land or
from land with which said land is pooled.

3. The royalties to be paid by leasce are: {a)] on oll, and other liquid hydrocarbons saved at the well, three-

of leazor in the pipeline to which the wells may be connected; (b) on gas, including casinghead gas or other gaseous
substance produced from sald land and used off the premises or used in the manufacture of gasoline or other
producta, the market value at the well of three-aixteentha (3/16tha) of the gas used, provided that on gas s3old on
or off the premises, the royalties shall be three-sixteenths (3/16thas} of the amount reallized from such sale; (c)
and at any time when this lease i3 not validated by other provisions hereof and thexe 1s a gas and/or condensate
woll on said land, or land pooled therewlth, but gas or condensate is not being so sold or used amd such well is
shut in, either before or after production therefrom, then on or before 90 days after said well is shut in, and
thereatter at annual intervals, lessee may pay or tender an advance shut-in royalty equal to $1.00 per net acre of
lessor's gas acreage then held under thia lease by the party making such payment or tender, and 3o long as said
shut-in royalty is paid or tendered, thia lease shall not terminate and it shall be considered under all clauses
hereot that gas ia being produced from the leased premises in paying quantities. Each such payment shall be pald
or tendered to the party or parties who at the times of such payment would be entirled to receive the rayalties shich
would be psid under this lease if the well were in fact producing. The payment or tender of royalties and shut-in
foyalties may be made by check or draft. Any timely payment or tender of shut—in royalty which is made in a bona
tide attempt to make proper payment, but which i3 errcneous in whole or in part as to parties or amounts, shall
nevertheless be aufficient to prevent termination of this lease in the same manner as thuugh a4 proper payment had
been made if lessee ahall correct such error within 30 days atter lusace has received written notice thereof by
certified wail from the party or parties entitled to receive payment together with such written instruments (or
cert.fied copiea thereof) as are necessary to enable lessee to make proper payment. The amount realized from the
sale of gas on or off the premises shall be the price established by the gas sale¢s contract entered into in gool
faith by lessce and gas purchaser for such term and under such conditions as are custowmary in the induatry. “Price”
shall wmean the net amount received hy lesaee aftec glving effect to applicable requlatory orders and after
application of any applicable price adjustments specified in such contract or regulatory orders. #Fn—the—everrt
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4. Thia i3 a paid-up lease anxdd lessee shall not be obligated during the primary term hereof to commencs or
continue any operations of whatsoever charactexr or to make any payments hereunder in order to maintain thia leaae
in force during the primary term; however, this provision is not intended to relieve lessee of the obligation to
pay royalties on actual production pursuant to the provisions of Paragraph 3 hercof.

5. Lessee is hercby granted the right and power, from time to time, to pool or combine this lease, the land
covered by it or any part or haorizon thereof with any other land, leases, mincral estates or parts thereaf for the
production of oil or gas. Units pooled hereunder shall not exceed the standacd proration unit fixed by law or by
the 0Ll Conservation Diviasion of the Energy and Minerals Department of the State af New Mexico a:x by any othex
lawful authority for the pool or area in which said land is situated, plus a tolerance of ten percent. Lessce shall
file written unit deaignations in the county in which the premises are located and such unita may be designated from
times to time amd either before or after the completion of wella., Drilling operations on or production from any part
of any such unit shall be considered for all purposes, except the payment of royalty, as operations conducted upon
or production from the land deacribed in this leasc. There shall be allocated to the lami covered by this lease
included in any such unitr that portion of the total production of pooled winerals from wells in the unit, after
deducting any used in lease or unit operations, which the net ©oil or gas acreage in the land covered by this lecase
included in the unit bears to the total nuaber of surface acres in the unit. The production so allocated shall be
considered for all purposes, including the payment or delivery of royalty, to be the entire production of pooled
minersls from the portion of said land caovered hereby and included in said unit in the same manner as though
produced from said land under the terms of this lease. RAny pooled unit designated by lessce, as provided herein,
may be dissalved by leasce by recording an appropriate instrument in the County where the land la situated at any
time after the completion of a dry hole or the cessation of production on said unit.

6. If at the sxpiration of the primary term there i3 no well upon aaid land capable of producing oil or gas, but
lesscw has coumenced opesations for drilling or reworking thereon, this lease shull remain in force so long as
operations are prosecuted with no cessation of more than 60 consecutive days, whether such operations be on the same
well or on a differeat or additiomal well oc wells, and Lf they reault in the production of il or gas, 3o long
thereattes as oil or gas is produced from said land. 1If, after the explration of the primary term, all wella upon
said lamdi should bucome incapable of producing for any cause, this lease shall not terminate if lessee coussences
opecations for additional dillling or for rewarkiug within 60 days thercafter. It any drilling, additional
drilllng, or reworking operations hexeunder result in productlion, then this lease shall remain in full force a0 long
thereafter as ovil or gas ls produced hereunder.

7. Lessee shall have free use of o0il, gas amd water from susid land, except watex from lessor’s wells and tanks,
for all opecrations hereunder, and the royalty shall be computed dfter deducting any su used. Leases shaell have the
right at any time during or after the expiration of this lease to remove all property ami fixtures placed by lessec
on aaid land, including the right to draw amd remove all casing. When requiced by lessor, leasee will bury all pipe
lines on cultivated lands below ordinary plow depth, and no well shall be drilled within two huwxired feet {200 ft.}
ot any residence or basn now on said laml without lessor's consent. Leseor shall have thes privilege, at his risk
and expense, of using gas from any gas well on said land for stoves aml inside lights in the principal dwelling
thereon, out ol any surplus gaa not heeded for opegstions hereunxler.

8. The rights of either party hereunder may be assigned in whole or in part and the provisions hereof shall
extend to their helrs, executors, administrators, successors and asaiqgns; but no change in the ownership of the lamd
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or in the owmership af, or righta to receive, royalties or shut-in royaltles, however accomplished shall operate
to sularge the obligations or diminish the rights of lessee; and no such changs or divisioa shall be binding upon
lesaee fur any purpaose untll 30 days sfter leazsee has been furnished by certitied mail at lussce’s principal place
of buainess with acoeptable lnstrumuents or certifled copies thereof constituting the chain of title from the
orlginal lejaox. If aay auch change in ownershlp occura through the death of the ownar, lessea may, at its aption,
pay ar tender any royaltles or shut-in royalties in the nume of the deceased oF to lhils estate or to his heirs,
axecutor or administrator until auch time as leszee hus been furnished with evidence satisfactory to lessea as to
the persons entitled to such sumy. Rn asajgnment of this lease in whole or in part shall, to the extent of such
asalgnument, relieve and dlacharge lessee of any chligations hereunder and, if lessve or ussignee of part or parts
hezeof shall fail or maks default in the payment of the proportionate part of royalty orx shut-in royalty due from
such leases or asazignes or fail to comply with any of the provisions of thia lease, such dafault shall not affect
this lease insofac as it covers a part of said lamis upou which lessee or any assignes thereof ahall properly coaply
or make auch payments.

9. Should lessee be prevented from complying with any expreas or implied covenant af thia lesase, or from
comlucting drilling or reworking opérations hereunder, or from produving ©il of gas hereunder by reason of scarcity
or inabilicy to obtain or use equipment or material, or by operation of force majeurs, or by any Federal or state
law or any orxder, rule or requlation of govermmental authority, then while 30 prevented, lessce's duty shall be
suspended, and lessea shall not be liable for failure to comply therewith; and this lease shall be axtended while
and ao long as leasee is prevented by any such cause from conducting drilling or reworking operations or from
producing oil or gas hereunder; and the time while leasee i»s 30 prevented shall not be countad againat lessee,
anything in this lease to the contrary notwithatanding.

10. Lessor hereby warrants and agrees to defend the title to said land and agrees that lessea at is option may
discherge any tex, mortgage or other lien upon said land, and in the event lessce doss so it shall be aubrogated
ta such lien with the cight to enforae same and to apply royalties and shut-in royaltiea payable hersunder towerd
n-tlxtylng:'fm. Without impairment of lessee’s rights urxier the warranty, if this lease covers a leas interest
in the oil and gas in all or any part of said land than the entire and undivided fee simple estate (whether lassor's
intezest is herein specified or not) then the royalties, shut-in royalty, and other payments, if any, accruing from
any part as to which this lease covers less than such full interest, shall be paid only in the proportioca which the
interest therein, if any, covered by this lease, bears to the whole and wxdivided fee simple eatate theruin. Should
any oue or more of the parties named above a3 lsasors fall to execute this lease, it shall nevertheless be binding
upon the pasty or parties executing the same.

1i. Lessee, its or his successors, heirs and assigns, ahall have the right at any time to surrender this leaase,
in vhole or in part, to lessor or his helrs, successors, and assigns by delivering orxr mailing a relesase thersof to
the leasor, or by placing a release thexeof of record in the oounty in which said land 1s situated; thereupon lesaea
shall be relieved from all obligations, expreased or implied, of this agreement as to acreage 30 surrendered, and
thereafter the shut-in royalty payable hereunder shall be reduced in the proportion that the acreage covered hereby
is reduced by sald release or releases.

RDDITIONAL PROVISIONS

12. Notwithstanding anything ined berein to the contrury, st the end of the primary tam, this leass will taminate as to all said lande nat then mcluded in aor allocted
10 4 spacing or p ion g allocuted 10 a producam g well (which shall indude shut-in wells) unjess:
) Loaseo bas drilled, decpaned, rewarked or leted & well o eaid lands above descaribed or an lande povied th h and withia ane hundred eighty (180) days

pna'lolbompumdlhnpnmuytqm oumplddmdwcllnnpr@wddmﬂwwuplug@mdmﬁlu-&yhﬂa o

b) Al the expiration of the primary term, Lessoe is cnyaged in drilling, deepening. reworking or recompletion operstivas an said lands or an lands pooled thevewith;

and thaeafiar | .aseco 2 cont drilling program whereby aperaticns for the dritling of a new well, o the deepening, rewwrking or reconuphation of an existing wedl,
nu J within ane h ‘—“aﬂxly(l&c)thpnﬂenhn latter 10 oocur of (i) the expiratian of the primay tesm, or (ii) the canpldion ar plugying of sy well drilled,
o, kod or plted across or sub cot to the expirsion of the primary tann.  Fur the purpascs herouf, “camplenan”™ shall be the dite of the filing of the potential

-ld repart with the sppropriste yovenmetal m«!yhnvngjumdmcn.lapmnhm' or, if 2 well is plugged as 4 dry hole, the “pluging” shall be the date of filing the plugying
scpuit with the wppropriate govemmental authorty having jurisdiction.

3. When Leasee crases sid continnous drilling program, this lease shall inite asto all e not then macluded in 2 spacing arp ion umit ail d ta 2 px ng
wall (which shall mckide Jus-m weils) under spocial ficld rules pramulgated by the appropriate go | sutharily baviug juriedictin, o the time of temuinatian; or, n the
absarco of special ficld rulcs established in the ficld for which any given well is located, then each ygas well (which shall include shut-in wells) shall be allocated 120 acres plus
atolaanc of 10%, fur a spacing ar proyatian wikk, and each oil well (which shall include shid-in weils) aliall be allocated 80 acres plus a tolarwace of 10%, for a spacing o
prosalian unt. Bach such spaciag or provation uagt shall be ss nearly as practicable ia the shapo of a square o rectangle surrounding such well

i4. Notwithstanding such termination, Leasee shall have a continuing right of way and easement on, over and
acroas all the land covered hereby for the construction, uase, maintenance, replaceament, or removal of pipelines,
roaxis, telephone linea, electric lines, tank aud other facilities for its operations hereunder on land remaining
covered by this lease following such termination.

15. This oil and gas lease is subordinate to that certain “Prior Leass” dated Ruguast 25, 1997, effective December
7, 1997, recorded in Book 827, page 127, Lea County Records, as amended by inatnument dated . 2000,
recosxded in Book + page + Lea County Records, but only to the extent that said Prior Lease 1a currently
a valid and subsisting oil and gas lease. Notwithatanding any other provisions of this 0il and gas leass, the end
of the primary term hereof shall be extended until the third (3'%) anniversagy date of this cil and gas lease next
followlng expiration of the continucus development provision contained in added Paragraph Ne. 12 on Exhibit “A*
attaclicd to the Prior Lease, providemt that in no event shall the primary term hexcef expire later than the 20
anniversary date of thiis oil and gas lease. Execution of this oil and gus leasv by Lessor shall wvever be construed
as a ratification or revivor of the Prior Leaas. Lessor specifically agrées not to enter into any agreement of any
form that would extend or continue the primary temm or the continuous development provision ol the Priox Lease, o
wodify any vf the existing provisions of the Prior Lease.

Exsouted the day and year first above written,

AAA_L‘_LJ,_J.ZM__&'L yus ?

Nadelina Stokes
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INDIVIDUAL ACKNOWLEDGMENT (New Mexico Short Form)

STATE OF __ Taxas
county or Q_.-crh-_\\-
n‘:u inatrumsnt was acknowledged befors me on BD(:‘\ "‘ 200k, by
Scokes t -
-“AA“A“AAA dﬂ)l"“/ / /‘L‘J‘—‘ r
Nota Public, Sta £ L4 %
4 ‘::‘OO.FA%Q";USBHL?EV ) My C:Zninzio: Bxpi::;: (ak] L'/_’l:;i
(@ STATE OF TEXAS
s My Comm. Exp. 07-22-2001 t
i
‘_.." . OD/X - \!,-_
STATE OF NEW MEXICO SR Y0
COUNTY OF LEA S&T
- FILED o hr oy
7] SRR < DI R T
N JUN 11zom it TR
B S SN R
~ T, R T
o odui o }) i L° S
' nd réed is Beok i OC')--....-'Q‘,. §
Pege . L o !
Melinds fughes, Lea Jerk RACTITTTPALILY
By Lgndd 4 }\\ \‘\'.. —
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Producer's 08~Producer's Reviaed 1994 New Mexloco Form 342P, Pald-up
OIL & GA3 LEASE

TIIS AGREENENT made this 27th day of March, 2001 betweon Brma Hamilpon, dealing with her sole and acparate property,
whoae address is P. O, Box 1470, Big 3pring, Texas 73721 herein called lessor (whether one or more} and Ja

Huff, P, 0. Box 703, Mineola, Texaa 75773, leasee;

1. Llessor, in consideration of TEN AND OTHER DOLLARS in hand paid, receipt of which is here acknowledged, and
of the rayalties herein pravided and of the dgreements of the lessee herein contained, hereby grants, laases aisd
lets exclusively unto lessee for the purpose of investigating, easploring, prospecting, drilling, amd operating for
and producing oil and gas, injecting gas, waters, othex Fluids, and air into subsurface strata, laying plpelines,
storing ail, building tanks, roadways, telephone linea, and other structures and things thereon to produce, save,
take care of, treat, processs, store and transport said minerala, the following described lanmd in Lea County, New
Mexico, to-wit:

Township 16 South, Range 35 East, N.M.P.M.
Secgtion 13: SE/4

Section 23; SE/4

Section 24; NW/4SW/4, NW/4NE/4

Section 25: NW/4

Section 263 NE/4

Said land is estimated to comprise 720.00 acres, whether it actually comprises more or less.
| \wnbEN
2. Subj;ct“ o the other provisions herein contained, this lease shall remain in force for a term of_three (3)
years from 7%, 2001 {(called "primary term®} and as long thereafter as o0il or gas ia produced frow said land or
from land with which said land is pooled.

3. The royalties to be paid by lessee are: (a) om 0il, amnd other liquid hydrocarbons saved at the well, three-
of lessor in the pipeline ro which the wells may be connected; (b) on gas, including casinghead gas or other gaseous
substance produced from said land and used off the premises or used in the mapufacture of gasoline or other
products, the market value at the well of three-sixteenths (3/16ths) of the gas used, provided that on gas sold on
or off the premises, the royalties shall be three-sixteenths (3/16ths) of the amount reallized from such sals; (c}
and st any time when this leaae ls not validsted by other provisions hereof and there is a gas and/or condensate
well on said land, or larnd pooled therewith, but gas or condensate i3 not being so sold or used and such well is
shut in, either before or after production therefrom, then on or befare 50 days after said well is shut in, and
thereafter at snnual intervals, lessse may pay or tender an advance shut-in royalty equal to $1.00 per net acre of
lossor's gas acreage then held under this lease by the party making such payment or tender, and 30 long as said
ahut-in royalty is paid or tenderced, this lease shall not terminate and it shall be considered under all clauses
hesreof that gas is being produced from the leased premises in paying quantities. Each such psyment shall be paid
or tenderwd to the party or parties who at the time of such payment would be entitled to receive the royalties which
would be paid wader this leave 1f the well wers in fact producing. The payment or tender of royalties and shut-in
royalties may be made by check or draft. Any timely payment or tender of shut-in royalty which is made {n a4 bona
fide attempt to make proper payment, but which is erroneous in whole or in part as to parties or amounts, shall
neverthelesy be aufficieut to prevent termination of this lease in the same manner as thougli a proper payment had
bueen wade L1 lessee shall cogrect such esyor within 30 days after leasee has received written notice thereof by
certitied mall from the party or parties entirled to receive payment together with such written inatrumenta (or
certifivd copies thereof} as are necessary to enable lesace to make proper payment. The amount realized from the
sale of gas on or off the premises shall be the price established by the gas sales contract entered into in good
fuith by lessee and gas purchaser for such term ad wxder such conditions as are custowary in the lmdustry. “Price”
shall mean the net amount received by lessee after glving effect to applicabile regulatary ovdery and after
application of any applicable price adjustments specified in such contract or regulatory orders. In—Ahe—evant
Yeasseo vompreases,~trests,—purifies,—or debhylrates asuch gas (whether on oxr off the--teased-premisestr-or transports
gar-off-the leased premisea, -lessee in comput ing-royalty heresunder may -deduct from—euah-peice a reasoneble chacge
for—cach-of-such—functicns—parfemed. = )

4. This ias a paid-up lease and lesazee shall not he obligated during the primary term herecof to commence orx
continue any opexstions of whatsoever character or to make any payments hereurder in order to maintain this lease
in force duxing the primury term; however, this provision is not intended to relieve leasee of the obligation to
pay royaltles on actual production pursuant to the proviaions of Paragraph 3 hereof.

5. Lessee ia hereby granted the right and power, from time to time, to pool or combine thia lease, the land
covered by it or any part or horizon thereof with any other land, leases, mineral estates or parts thereof for the
production of oil or gas. Units pooled hersunder shall not exceed the standard proration unit fixed by law or by
the il Conservation Division of the Energy and Minerals Departmént of the State of New Mexico or by any other
lawful authority far the pool or area in which 3aid land is sictuated, plus a tolerance of ten percent., Lesses shall
£ile written unit designstions in the county in wiich the préemises are located and such units may be designated tiom
time to vlme ard either before or after the completion of wells. Drilling operations on or production from ahy part
of any such unit ahall be considered for all purposes, except the payment of royalty, as operations conducted upon
or production from the lamnd described in this lease. There shall be allocated to the land covered by this lease
included in any such unit that portion of the totdl production of pooled minerals from wells in the unit, after
deducting any used in lesse or unit operatiocns, which the net oil or gas acreage in the land covered by this lease
included in the unit beara to the total munher of surface acres in the unit. The production so allocated szhall be
considered for all purposes, including the payment or delivery of royalty, to be the entire production of pooled
wminerals from the portion of said land covered hereby and included in said unit in the same mannex as though
produced from said land undar the terms of this lesse. Any pooled unit designsted by lessee, as provided herein,
may be dissolved by lessee by recording an appropriats instrument in the County where the land is situated at any
time uftec the completion of a dry hole or the cessation of production on said unit.

6. If at the expiration of the primary term there ia no well upon said lard capable of producing oil or gas, but
leasee has commenced operations for dxilling or sfeworking thereon, this lease shall remain in force 3o long as
operatlons are prosecuted with no cessation of more than 60 consecutive days, whether asuch operations be on the same
well or on a different or sdditional well or wells, and If they result in the production of oil ar gaa, so long
thereafter a3 oil or gas is produced from safid land. 1If, after the eaplration of the primary term, all wells upon
said lamt should becomu incapable of producing for any cause, this lease shull not torminate i€ lesace commences
apecratlons tor addltionel drilling ar faor reworking within 60 daye thervatter. If any drilling, additional
drilling, or reworking operations herewnxder result in production, thea this lease shall remsin in tull force so lang
thecestter a3 oil or gas is produced hereunder.

7. Lesaee shall have free use of oil, gas and water from said land, except water from lessor's wella and tanks,
faor all operations heresunder, and the royalty shall be computed after deducting any 30 used. Lesaee shall have the
right at any time during or after the expiration of thias lease to remove all property and fixtures placed by lesasce
on sald land, including the right to draw and remove all casing. When required by lesaor, lessce will bury all pipe
lines on cultlivated lands below ordinary plow depth, and no well ahall he drilled within two humiced feet (200 ft.)
of any residence or barn now on aaid laml without lessor's consent. Leasor ashall have the privilege, at his risk
and expense, of using gss from any gas well on said land for atoves and inside lights in the principal dwelling
thereon, out of any aurplus gas not needed for operatiaons hereunder.

4. The rights of either party hereunder may be assigned in whole or in part and the provisiens hersof shall
axtend ta their heirs, executora, adminiatrators, succesaors ard asaigns; but no change in the ownarahip of the land
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Pz in the ownership of, or righta to recezivs, royalties or shut-in royalties, bhowever accoaplished shall opsrate
to snlarge the obllgations or daminish the rlghta af lessee; and no such change og division shall be binding upon
lessce for any purpose until 30 days after lesseov has been furnished by certified maill at lessce’s principal place
of bualness with acceptable instruments or certified coplies thereaf conacituting the chain of title fram the
original lessor. If any such change in ownerahip occura through the death of the uwner, lesasee may, st its optiou,
pay or temnder any royalties or shut-in royaltiva in the nems of the deceaaed of o his ealate or ko his helzs,
wactcutod of admduistrator until such time ay ledseo has been furndshed with evidence satisfactory to lesaee as to
the paracus entitled ta such suma. An sasiquaent of this lease in whole or ia part shall, to tha exteut af auch
asuigument, relieve and discharge leasee of any vbligationa hersunder awud, Lif Jessews oxr assignes of part or parta
herwof shall fall or maks defsult in the payment of the proportionate part of royslty or shut-in royalty due Erom
such leasee or assignee or fail to comply with any of the provisions of this lease, such default shall not affect
this lesse insofar es Lt covers a past of said lands upon which lasace or any asaignee thereof shall properly coaply
or make 3uch paywments.

9. Should lessee be prevented from complying with any express or implied covenant of thias lease, or from
conducting drilling or reworklng operations hereunder, or from producing oil or gas hereunder by reason of scarcity
or inability to obtain or use equipment or waterial, or by operation of force msjeusre, or by any Federal or state
law or any ordex, rule or regulation of governmental authority, then while 30 prevenrted, leasee's duty shall be
suspended, and lessee shall not be liable for failure to comply therewith:; and this lease shisll be extended while
aid so long a3 lessee la prevented by any such cause from conducting drilling oxr reworking operations or from
producing oil or gas hereunder; and the time while lessee i3 30 prevented shall not be counted againat lesaeo,
anything in this lcase to the contrary notwithstanding.

10. Lessor hereby warrants and agrees to deferd the title to said land and agrees that lessee at is option may
dlscharge any tax, mortgage or other lien upon ssid land, and in the ¢vent lessee doea 30 it shall be subrogated
to such ).len with the right to enforce same and to apply royalties and shut-in royaslties payable hereunder toward
:qtisfytnq,,me. Without impairment of lessee's rights under the warranty, if this lease covera a leas interxest
in the oil and gas in all or any part of said land than the entire and uniivided fee sisple estate (whether lessor’s
interest is hereln specified or not) them the roydalties, shut-in royalty, and other payments, if any, accruing from
any part a3 to which this lease covers less than such full interest, shall be paid only in the proportion which the
intereat therein, if any, covered by this leaase, beara to the whole and undivided fee aimple estate tharein. Should
any one of morie of the parties named above an lessors fail to execute this lease, it shall nevertheless be binding
upon the party or parties executing the same.

11. Leasee, ita or hia auccessora, hairxa and aaxigns, shall have the right at any time to surrender thias lease,
in whole or in part, to lessor or his heirs, successors, and asaigns by delivering ox mailing a release thereof to
the lessor, or by placing a release thereof of record in the county in which said land is situated; theresupon lesaee
shall be relieved from all obligations, expressed or implied, of this agreement as to acreage 3¢ aurrandered, and
thereafter the shut-in royalty payable hsreunder shall be reduced in the proparstion that tha acreage covered herehy
is xrsduced by said relevase or releases.

ADDITIONAL PROVISIONS

12. Notwahstmding mything cantadned herem to the contrary, at the end of the primary term, this lease will tamminate us to all said lands act then mcluded i or alloctad
ta & wacing or praration wnit ablocuted to a producnyg well (wiidh shall mclude shut-in weils) ualess:

) Lemaoe has drilled, derpened, rewarked af racampleted a well an said lands above desaribed or on Janda poaled therewith and within ane bundred digly (180) days
prior ta the expirion of the prinuy tum, campleted said well a3 4 producer of wil wdlor gas, ar plugged said wedl 23 4 dry hole, o

b) At the expiration of the primary term, Lesaco is engaged in drilling. deepening, rking or pletion operations an said lands or an lands pooled therewith;
mdhereafies Leuses & coni 4 deilling progr diexeb sons for the drilling of % new well, or the deepenmy, reworking or phtion of m exiking wedl,
are d within one bundral aghty (180) days afier the latter |oaa:uof(:) the expiration of the primary term, or () the conpldion or plugging of any well dnllad
d o, ked or Jeted across or quent to the expirdion of the prinsary termt. For the purposes hareof, “completiva” duall bu the dxte of the filing of the patastiad

test xw‘wuhhwqmm povarnmental authority haviny junadiciion, if a producer;, ur, if 8 wedl 1 phapged 28 3 diy hole, e “pluygniy” shall be the dute of filing the plugging
repart with the appropriste govenmaital saharty having junisdictian.

11 When Lessce ceases mid contimious drilling program, this lease shall inate 28 to all acreage nat then included in a ypacing o p i undt atl d 0 ap

well (which shall mclude shut-ia wells) unger speczal ficld mluprmmlyud by the appropriate governmensal autharity haviog surisdiction, @ the time of tenuination; or, n me
absence of special field rules enablished in the Aeld for which any given well is located, then each gas well (whidh shail include thut-ia wells) shall be attocated 320 acrea plus
atolamce of 10%, for a spacing of prosaion unik, aod each oil well (which shall include shut-m wells) shall be allocted 80 acyes plus a tolarance of 10%, for 2 wpaumg or
proration wng. Bach sudh spacing or proration i shall be a8 nearly as practicabls in the shape of a square or sixtangle swrounding such well.

14, Notwithstanding such termination, Lessee shall have a continuing right of way and easement on, ovexr and
acxoas all the land covered hereby for the construction, use, mailntenance, replacement, or removal of pipelineas,
roads, telephone lines, electric lines, tank and other facilities for its operarions herewxder on land remaining
cavered Dy this lease following such termination,

15. This oil and gas lease 13 asubordinate to that certain “Prior Leaze” dated August 25, 1997, effective December
7. 1997, recorded in Book 827, page 124, Lea County Recorda, as amended by instrument dated , 2000,
recocded in Boock ___, page , Lea County Records, but only ta the extent that said Prior Lease is currently
a valid and ;ubai:ting oil and gas leaae. Notwithatandiing any other proviailons of this oil and gaa lease, the end
of the primary term hereof shall be extended unril the third {3*Y) anniversary date of this oll and gas leaae next
followlng expiration of the continuous development proviaion contalned in added Paragraph No. 12 on Exhibit "A*
attached to the Prior Lease, provided that in na event shall the primary term hereof expire latexr than the 20'
anniversary dete of thiis oil axl gas lease. Execution of this ocil and gas lease by Lessor shall never be construed
a3 a ratification or revivor of the Prilor Lease. Leasor specifically agrees not to enter into any agreement of auy
form that would extend or continue the primary term or the continuous development provision of the Prior Lease, or
modify aay of the existing provisions of the Prior Lease.

Executed the day axi ysaxr first above written.
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STATE OF

Texas

COUNTY OF M

Hamilton

This instrument was acknowledged befors me on

Uprio 4

INDIVIDUAL ACHNOWLEDGMENT {(New Mexico Short Form)

" 07162

STATE OF NEW MEXICO
COUNTY OF LEA

FILED

JUN 112001
at .!.—O-@"'M———&'

124
and recorded In Book e

Page
Mclinda Jughts, Len th&‘:i _
by pasy
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2001, by

Notary Public, State of AA

Erma

My Commliasion Expires:
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