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OIL & GAS LEASE

THIS AGREZOENT made thia 27th day of Macch, 2001 between Hadeline Stokes, deallng with hec_s0le and s L
propecty, whose address 1i P 0. Box 11i5 « Otonae, . Texas 7694) hecein called lessor (wicther one of more) and Janes

0. Wuff, P. 0. Box 705, Mineola, Texa:a 15111 lassce;

1. Lasicx, in consideration of TEN AND OTHER DOLLARS in hand paid, receipt of which 12 hete scknowledged, snd
of the royaltiecs hereln provided and of the agreemecnts of the lesses herein contained, hecreby grants, leases and
lats sxclusively unto leszee for the puwpase of investigeting, explocing, prospecting, drilling, and aperating fuc
and producing oll end gaa, injecting gas, waters, ochec fluids, and air inco subsucface strece, laying pipelines,
atoring oil, buildiag tanks, roadweys, telecplions lines, and other atructures and things thegeon to pcaduce, save,
tike care of, tfeat, processy, 3roce and tranzposrt seid mlnerals, the following described land in Lea County, New

Hexica, to-wit:

Township 16 South, Renge 35 Rast, N.M.P.NM.
Section 13: Sg/Q

Jection 23: 35E/4

Sectioca 241 MN/ASW/4, Nu/awe/4

Section 25: M/4 .
Section 261 MR/4

Sald land l: sstimsted to comprise 720.00 scres, whather it actuslly comprlses sore or less.

Sunt 0 the other pravisions herein contalned, this lesse shall remsin in force for a tegrm of_three (11
y-.u £x 31 s 3001 (called “primacy tecm™) and a3 long theceafter as oll or ges Ls produced from sald lend or
from land with uhilch seid land {» pooled.

3. The ¢oyalties to be paid by leiszes area: fa} on oll, and other liquid hydrocarbons saved at the well, three-
sixteenths (3/16ths) of that produced and seved from 3aid land, seme to be delivered at the wells or to the crwdlt
of le3sor in the pipsline to which the wells may be connected: (b) on gas, including casloghesl gas or other gazecus
substance produced from said land and used off tha premises or used io the aanufacture of gasoline ox other
products, the market vaiue at the wmll of three-sixteenths (I/16ths } of the gas used, providad that on ges sold an
or otf the premises, the royaltles shall be three-sixteenths (3/16tha) of the emvunt rcallzed from such sale; (c)
and at any time when this lease §3 not validated by other pcovisions hereof and there L3 & ges ami/or condensata
well on said land, of Lland pooled therewlth, but gas or condensate is oot being 30 #0ld or used and such well is
ahwat in, either betore oc afrer production thesefrom, then on or befocs 90 deys after 3aid well is shut in, and
theresrter ot annusl Antervals, lesate may pay or Ctender an edvaace shut-in royalty equal to $1.00 per pet acre of
le»3oc’s gas acreage then held under tlila lease by the pasrty making such payment ox teixier, aad sa long a3 ssid
shut-in royalty is paid or tendered, this lease shall not terminate and it shall be coosidered under all clauses
hereof that ga3 ls being produced from the leased premises Lo paylng quantities. Each such paymeat shall be paid
or tendeted to the pecty or pacties who ot the time of such payment would be entitled to recaive the royalties which
would be paid urdes thia lesse if the well were in fact producing. The payment ox teidier of gfoyalties and shuc-in
roysltieas say bDe made Dy check or draft. Any timaly payment or tender of slwc-in royalty which is mede in ¢ bona
tide attempt o make prope: psyment, but which is erromeous in wWwle or in pact as to parties or asounts, 3hsell
nevertheless be saéficlent €o prevent tarmination af this lease in the same meunac 63 thuigh e proper psyment hed
Laen made Lf lessce shall corcect such erroc vithin 30 days stter lessece has feceived wecitten notice theseof by
certified mall from the pacty oc pasties entitled Co receive peyment together with such written instruments (or
cort.fied coples thereof] a3 are necessacry to enable lessse to make proper payment. The asount cealized fgva the
sele ot gas oa or off the pcemises ashall be the price aatablished by the gas s4les contract entered luto in goai
faith by lesszee and ga3s purchesec for such term and under such cauxditions as ace Qustomary {n the induatry. “Price”
ahall wean the net amount recelved by lessee aftec glving effect to epplicalile requlatory ocders and after
apphcucLon of any applicable pnce sdjustsents specified in such contzact or regulatory ocders. é#n-—the—cvent
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4. This i3 o pald-up leasss and lessec shell not be obligated during the primary term hereof to cosmmences oc
continue any Opetationa of whatiocever cheracter Orf to make sny payments hereunder in order to malntala this lesse
iu focce ducing the pilmary term; howevesr, thia pravision L3 not intended to relieve lessee of the obligation to
P4y soyalties on actusl production pussuent ta the pcavisions of Paregreph ) hereof.

$. Lessecc 13 hercby granted the cight and power, from time to time, to pool or combine this lease, the land
covered by it ar sny part or hacizon thersof with any other land, leasss, mincral estites or paits thereof £or the
production of 0il or gas. Units pooled herewder shall not exceed the standacd proration unit fixed by lLaw or by
the 0L) Conservation Division of the Knerqy end Minesela Department of the State of New Mcuico ais by any othec
lawful suthority for the pool or area in which 34id lant i3 situated, plus a toleranca of ten perceat. Lessce shell
file written unit designations in the county in which the premises ace lacated and such units mey be designated fram
time to tims amd eithes before oc after the completion of wella. Drilling operationa an or pruduction from any pect
of any such unit shall be considered for all pucposes, except the psyment of coyalty, a3 opecations conducted upon
oc produccian fcom the land deacribed ln this leeasv. There shall be sllocated to the land covesed by this leade
included tn sny such ualt that portlon of the tocal production of pooled sminecals from wells in the unit, after
daductitg any ussd in lease o1 unit operations, which the net oil oc ges acreage im Lhe lamd coverad by this lease
included in the unlt bedars to the total nuabes of surfsce acres io the unit. The product fon 30 allocated shell be
consldeced for all pucposes, laciudlag the payment orc delivery of foyslty, to be the entire productlon of poaled
sinerala from the portion of 34id land covered hereby and fncluded in sald unlt in the same mannec aa though
produced fram 3aid land unde¢ the tems of this lease. Any pooled unit designated by lessece, as pcovided hecsia,
msy be dissolved by lessce by recordlig an eppropcists instcument in the County whete the land L3 situatod at any
time after the completion of a dry hole ogf the cessation aof pioduction on seid wait.

6. [f ot the sxplcation of the primecy term there i3 no well upou 3sid lani capeble of producing oll or gas, but
lessce has coamanced opecations fos drilling or cfewocking theseon, thia lcase stall remsin la focce ac long 3
opecations ss¢ prosecuted with Nno cessatlon of moce thau €0 consscutive deyy, whether such opecatious be an the seme
well or on a diffecent or sddiciouel weil o¢ wells, and Lf they result In the production of oll or gas, so loug
thessatfter as 0oil or ya3 L3 produced from 3aid laid. If, after the explrafion ot the primary term, all wella won
seid lami 3hould bucome Incepable of producing (or auy ceuse, this lease sluil pot Lecminate L€ lesses Coameuces
opecstions for additionel ditlling or for rewurking within 60 days thereaftecr. It any drilling, additionsl
deilling, or reworking operations hefeunter reault in praduction, then this lecase shiall cemain fn full force so lung
thereafter a3 oll o ges {3 praduced hereundec.

7. Lesseec shall have free use of oil, gas axi water from swid land, except water from les3sor‘s wells and tanks,
tor all opersctions herewulsr, and the (oyaltly shell be computed etter delucting any 30 wed. Leases 3lall have the
clght «t any times during or after the sxpliration of this lecatc to romove «ll property and fixtuces placws by lesvee
on 3eld land, incluting the right to draw amf remove all casing. When requiced by lessor, lessee will bury all pipe
lines an cuitiveted lands below ordinary plow depth, and no well ahall be dellled within two lusdrod feet (200 fr.}
af aeny cesidence or bamn now oo 3aid leand without lessor's coasent. Leseoc shell have the privilege, ot his riask
and enprnae, of U3Ing ga3 trom any ges well on 3aid land for atouves «nd in3ide Lights in the principal dwelling
thereun, out of any surplus Jas nat ueeded for opcrstiona hereundex.

8. The rlghts of either party herfeunder mey be s3sigued {n wwole or in pert and the ptovisions hegeaf shal
extend to their helrs, esccuCasrl, alminiatretors, auccessocs and assigna; but no change in the ownesship af the lay
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or in the owmership of, oc rights to receiva, royaltles or shut-In coyalties, howwver accomplished shell opecate
to sulacge the obligatlons or dimintsh cthie rights of lessecs; amrxi no such chaige or divizlon shall be binding upon
leasee fur any pucpose untlil 310 Jays sttec lessee has been fHusnishe) by cesciflied mall at leuzace's principal place
of business with acoeptable instcusents or certified coples theceof constiturting the chain of title froa the
aciyinal lessox. If any such changes (n ownccship ovcucrs through the deatlhh of the ownac, leszce may, at its optian,
pey oc Lendec any royaltlies oc shut-in goyalties in the name Of the doccsased or to his estate o to his helzs,
axscutof or administretoc untlil auch Lime ss luzszee has been furuilshiod with svidence satisfectory to leesss a3 to
the perions sntitled to such 3ums. An s3signment of this lease Ilu whole ur 1n pezt shall, to the eateat of auch
asslgnment, celleve emd dlascharqe lessee of auy chligetions hereundes ami, if lessce of assignee of past ox pacts
heceol shall fall oc make defsult in the payment of the proportionate part of royalty or sthut-la foyelty due fcosm
such lesses Or assigmes or faill to comply with say of the proviaions of this la. . auch defeult shall mot affect
this lesse lnsofar a3 it covers a pert of said lanis upou which lesseo oc any sssignes thereof ahall propecly cceply

or make such payments.

9. should lesses be prevented from camplylng with say sxpress oc imglied cavenant af this lease, or fram

conductiug drilllng of rfewocking oprations hesreunder, ar from producing oll or gas heseundec by ceason of acerclcy
oc Llnabillty to obtsim or use equipment or materisl, or by operation of facce majeurs, or by any Federel oc state
law oc any order, rule or regulation of governmeatal authority, then while 30 prevented, lessce's duty ahall be
suspended, and lesssa shall not be liable fox failuce to comply therewith; and this lcase shall be extended while
and so 100g 43 lesses ls prevented by any much cCause from cooducting drllling or reworking operstions or from
producing oll or gas hertundes; and the time whiile lessee {s 30 prevented shall not be counted against lesace,
anything in this lesse to the contrary notvwithstanding.

16. Lessor hereby warraots and agceee to defend the title to 3ald lsud and agrees that lessea ac is option may
discthucrge say tex, mortgage or other lien upon said land, enad in the event lassce does 80 Lt shall be subgogated
to euch liea with the cight to enforoe same ad to 4pply foyaities and shut-in foyaltiss paysble hereundec towerd
..cl.(yw",n—. Without impairment of lesses's rights under the wacranty, if this lease covers a less intecesc
in the oil end gsaa in all or any part of said lani than the entire and unmdivided fes sisple sstste (hathac lessoc’a
interest is herein specified or not) then the royalties, sahut-in royalty, and other paymeats, Lf any, accruing from
any past as €0 which this leese covers less than such full interest, ahell ba peid only In the propartica shich the
intecest therein, If any, covered by this lease, beacrs to the whole and undivided fee simple estste tharein. Should
any cae AF mose of the parties named sbove lessors fail to executs this lease, it shall nevectheless be binding
upon the pesty or parties exscuting the aame.

11. Lesses, Lits oc his successors, heirs and assigns, ahall have the right ac any time to surrendec this leass,
in whole or in pazt, to lesaos oc his heirs, succesaora, and ¢eyigns by delivering or salllng a release thereof to
the lesioc, or by placing & celease thereof of record in the aounty ja shich said land Ls situated; thersupon lesses
stiall be sellsved from all cbligaticas, expreased or lmplied, of this agreement as to acreage 30 surrendeced, end
thereatter the shut-in royalty payable hezeunder shall be reduced in the propostion that the acrsage covected heceby
1e sgoduced by said releases or releases.

ADDITIONAL PROVIIIONS

1. Natwithstending mything med baea to t Y. d the asd of the primary \arm, this kease will lainate as 1o all s2id Lmde ot than inchaded i or sllocasd
6 8 @aciag of proration it allectal Lo 2 producmg wel (whah dhall include vt wells) uales
.)l—h-mhpcd.mn‘kdumld—hvdl--Hhhhdmﬁdwqhﬁpdd&a“-dw‘huwd-m(lw)dﬂp
priar to the epurntion of the prunary aras, cnnplaed e2id well as o praduces of oil mad/ar gaa, or plugued asid waill as & dry hole;, o

b) Al the agpration of the primary term, Lasws is sugaged w drilling, decpening, rkmg or vocneryleiion opurdions oo said Lmds ar an lande poolal tharewsh;

of they oaflar | a F drillng prograas whersby aperatioas for the drilling of s acw well, o the dopaning, rkimy or recmphition of @ exismg wal,
e | witha onebuardred gy (190) days sfhcs the Luter 1 oocur of (i) the expication of the priay iarm, o (4) the comupladion o plugyiog of sy sl dritled,
& od, ked ar pistad across o subs - ics of the primery taxs. Far the purpasms hareuf, = daticn™ vhall be the date of the filing of the potanial
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repunt wah the pprapriae govanmental suharty haviug jurslicrian.

(BN Whan Lemsoe otnans amid cantmucus drillimg program, this leass dhall - aato sl e uct than nachudad i 3 spacey o @ an umit all d (o 2 produceg
wall (which shall inchsde dus - wells) undar special field rulcs p dystat by the sgprapaiate go d suthariy bavisg junmbictiun, ot the time of (amastion; aor, = da
sheacs of ipecial Gicld mulcs atablishad i the Bcd far which my pvm well is located, than cach gas weell (which shall mchude thid i wells) shall be allocatad 170 acres phue
o talaance of 10%. S 2 gpecing o praration uit, md cach il wedl (which diall include duus - weils) shall be allocated 30 acres plua 3 tolanmce of 10%, far a spacing ar
prorstios weit. Eech such pacieg or praretian wns shail be a8 aaarly a3 practicable is the dhape of 2 square o rectmgle auraandiny mach well

14. Notwithstamwiing such termination, Lesses shall heve & continuing right of way snd ecasement on, over and
actoss sll the land covered hereby for the construction, uze, maintenance, replacement, of rfemoval of pipelines,
roads, telephone lines, electric lines, tank amd ather facilities for Llts operations hereundec oo land remaloing
covesed by this lease following such terminatioa.

15. This oil and gas lease is subordinate to thet certaln "Prior Lease” dated August 25, 1997, effective Decamber
7, 1997, secorded in BDook 827, page 127, Lea County Recocds, as amanded by inat detad ., 2000,
recogded in Book + page +» Lea County Records, but only to the extenct thac sald Prior Leass 1a curcently
& valld and subsisting oll and gas lease. Notwithatanding sny othec provizions of this oil and ges lease, the end
of the primary term heraof shell be extended untll the third ()') anulvecsacy date of this oil sl gaz lease nest
tollowing expiration of the coatinuous development provision conteined in edded Pacagraph No. 12 oo Ezhibit A~
4t Cacticd €0 the Prioc Lease, provided thet lu w0 event shall the primery téra hereof explze later tham the 20
annivessary date of thiis oll and ges lease. Executioca of this oll andt gus lesse by Lessor shall cever be construedt
a3 a ratification or sevivor of the Prior Leass. lessar specificelly agrees not to entar iuto any sgcsement of any
form that would extand or continue the prilmacy tamm or the contiouous developmeot provialos of the Prioc Leass, oz
wodlfy sny of the exiating provisicus aof the Prioc Leass.

Executed the day and year first abave writtea.

Madeline Stokcs st
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INDIVIOUAL ACKNOWLEDGQEINT (New Mexico 3hoxt Form)

STATE OF Texas

CouNTY OF Qratetr
1:11 iastrument wes ecknowledged before me on Doc\ 4 2001, by Madol ine
Stokses ¥ —————

SHA Hotary mublic. State of Tezaz
rmAYKP.m‘ch Ny ::::-l.-i:: ‘lpi::’? 01 JL!(%
STATE OF TEXAS §

My Comen. Exp. 07-22-2001

STATE OF NEW MEXICO SR T S
COUNTY OF LEA A TR SR
« FILED i ki
EPTEIC SR S T2
3 _ M _-"‘.“ 2 A R > R4
o JUN 11 2001 crhi TS
. L g (0 S ST
© « - #'cleck ] ‘/;)'-. - IO £
' ; rded ia Bosk .OO-....--\:‘). ..‘_.- ;x
Melisds Baghas, Lo - RPN
Ry bepusy .").'. e s
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OIL & GA3 LEASE

1. Leseor, in conslderation of TEH AND OTHER DOLIARS in hand paid, teceipt of which i3 hece scknowledged, and
of the royalties hececin provided and of the «greements of the lesses hercia contained, lhareby grants, leases ard
lets exclusively uato lessee for the purpase of lnvestigating, explacing, prospecting, dcilling, awnl operatiog tor
and pcoducing oll and ges, injecting gas, watera, other fluids, aud air into sub3utfaece strats, lasylng plpelises,
stacing oil, bullding tanks, xoadways, telephone lines, and other structures and thinga thezeoa to praduce, save,
take cara of, treet, pgocess, stors and tranaport ssid minecsla, the following described land In Lea County, MNew
Mexico, to-wit:

Townahip 1€ South, Range 35 Zast, N.M.P.N_.
Seotlon 1): SE/4

Sectioa 23: SE/4

Section 241 WG/ 4SN/4, MW/ANE/ 4

Section 251 MW/

Section 26: NE/4

Said land I3 estimated to comprise 720.00 acres, whether it actually comprises more or laas.

( vEn
2. Sub)-'ct ‘:th- other provisicns hersin contsined, this lease shall remain Lo force for a term of_three (3}
yeacs from 1%, 2001 {called "primary term®) and a3 long thereaftec as oil or 9e3 i3 produced from sald land ox

trom land with which said land ias poaled.

3. The roymlties to be paid by lessee ace: {a) o0 oil, and other liquid hydrocarbons saved at the wall, thgee-
eentha {3/L6tha) of that produced and saved from zaid land, vame to be delivercd &t the wells oc to the credit
of te330r in the pipulisce to which the wells may be connected; (b) 0a gas, incluiisng casinghead gas or other geaeous
substance produced from seid land and used off the premises or used ia the sanufactuse of gesaliue o5 other
producta, the mackat value st the well of three-aixteenths (3/16ths) of the gas used, provided that ¢a ges sold aa
oc off the premisss, the royalties shall be three-sixteeaths (3/16ths) of the amount realized from such sale; (c)
and st any time whea thia lease 13 not validated by other provisions hereof and there ia & gas and/or condenseta
woll on sald land, or land pooled tharewith, but gas or condeasate i3 0ot Deing 30 30ld or uzed and such well is
ahue Ap, either before oc after production therefrom, then on or before 90 days after said well ia shut in, end
thecreaftar ot annual {atecvels, lessec may pay or tender an advance shut-in zoyalty equal to 31.00 per net acre ot
lovsac’s gas ecreage then held under this lease by the pacty making such payment or tender, and 30 lang a3 said
ahut-in royalty i3 paid oc tendeced, this lease shall oot Cerminste and it shall be considered under all clauses
hereat that gea ia beiag produced from the leased premises in paying quantitics. Each such payment shall be paid
oc¢ tenderal tu the party of parties wio ot the time of such payment would be entitled to recelve the royalties which
would be pald undec this lease {f the wcll were in fact producing. The payment of tendec Of foyalties and shut-in
foyslties may be made by check or draft. Any timely psyment or teadec of shut-in royalty which i3 mede in « bonas
fide attempt to make proper payment, but which is erronecous ia whole or in pact a3 to parfties or esmounts, shall
aevertheleas be sufficicut to prevent terminstion of thiaz lesse in the same mannes a3 thouh & Propet payment haad
bucn made if lessce shall cocrect such ecsor within 10 days aftec lessee has received wrltten notice thexsof Ly
cectified mall from the party or parties entitled to receive payment together with such weitten instruments {oc
certificd copies thereof]l as are necessacy Lo enable lezsce to make praopec payment. The smount reslized from the
ssle of gas on o« off the premizes 3hall be the price established by the gas sales contract entered into iu gowd
fuith by lesses and gad purchases for such tecrm anl under such condltions 43 ece Automucy in the Indwstyy. “Prlce”
shall mean the AeL amount received by lesses after glving affect to aspplicable requlatary ocders and stterc
applicetion of any epplicable price sdjustments specified in 3uch contrsct or regulatory ocders. ke—&the—evenc
keascecoupresses,—tiesta,~purifles, —0r dehydrates auch gas {(wiether ou or off the -iecered-premrsest-or tcanspocts
ger-eft-tiie leasod premises, lessee in computing-royaity herewirder may deduct from—eusi-peiue a Jecasonable chacge
far—vech—of-—such-tunct Loas—pex fasmed =A%)

4. This {3 a pald-up lease and lessec shall not be obligsted during the primacy tersm herecof to cosmence oc
contioue any opegetions of whatioever chagacter or Lo make any payments hesfeundec in ocder to maintein this lesse
in fogce during the primegy terw; however, this provision L3 not iatended to relieve lessee of the obligation to
pay royaslties on d¢ctual producticn pursuant to the provisions of Parayraph 3 hereof.

$. Lessee i3 hareby grented the right and power, from Cime to time, to pool of combine this lease, the land
coveged by it or eny pact or horlzon Chereof with any other land, leases, ainecal &3Lates of pacts thereaf for the
psoduccion of oll or gas. Uaits pooled heseunder ahall oot excewed the standard proratioa unit fixed by law or by
the Gil Conservation Divislaon of the Enesrgy and Minerals Department of the 3tate of New Mexico or by any other
Lawful sutharity foc the pool or ares in which 34id land i3 situsted, plus & tolerance of ten percent. Leases sheil
€ile written unlt designations in the county La wiich the premises are located and such units may be designated tiom
time ta Vime ancd sither befoze oc after the cospletion of wells. Drilling opecations on or production fcam any pert
of any such unit shall be considered for all pucposes, except the payment of roysity, es operstions conducted upon
oc productian fcom the land desccribed in this lesase. Thers shsll be allocated to the land coversd by this lesse
lacluded ia say such unit that portion of the totel production of pooled minecals from wells in the uanit, eftes
deducting eny uzed in lessa or unit operations, wiuch the net oll or gas acseage in the land covered by this lesse
included in the ualt bears to the totel rmber of surface acres in the umit. The Production so allocated shall be
consideced for all purposes, lncluding the paymeat oc delivery of royalty, to be the entice productios of pooled
minecals from the pactlon of eald land coveced hetehy and included in said unit in the seme meannecr aa though
produced from 3aid land under the terms of this leasc. Any pooled unit designated by lessece, a3 provided hersia,
@ay be dizsclved by lessee by recording aa appropriaste fnstrumenat iln the County where the land L3 situsted ac any
time attec the completion af a dry hole or the cessstion of production on said unic.

€. If at the expicatioca of the primacy term thete L3 no well upon ssid land cepable of poeadicing okl of gas, buc
lessea has commenced opecations for deilling oc gewocking thereon, this lesss shall ccaain in force 30 long es
operscions ace prosecut ed with no cessatian of moce than 60 Gonsecutive days, whethes such operations be 0a the seme
well or oa & difterent oc edditlonal well or wells, and {f they cesult in the production of oll oc ges, o long
theceatltec as oil oc gas 13 produced from said lend. 1If, after the eaplcecion of the primary tecm, oll wells upon
ssid Lawl should becoms jncepable of producing for any cause, thia lcaze 3hall not terminate if laasce commences
opcrations tor adiitionsl drlilling or for rewocking within 60 days Lhecwatter. It any dcilling, miditlousd
drilling, or feworklig operatlons licceunder result fn praduct loa, then thias ledde shall remsin fn ful) tocce 3o lung
thecestter 48 oll o gas {3 produced lhiccecunder.

7. Lesseo shall have free use of ail, gas snd water from seid land, except wates from 1€330c's wvells and tanks,
foc sll operstions hecwunder, and the coyalty iliall ba cosputed efter delucting any 30 used. Lessee shall have the
right st sny tima ducing or sfter the espiration of this lease to remove sll pcopecty sud lixtures pleced by lessce
on said land, inciwding the right to dcaw and rfemove all casing. When requiced by lessar, lessce will bury all pipe
lines on cultivated lends below ocdinacy plow depth, and no well shall be drilled withia two lwuired fcet (200 £t.)
of any cssldence of bacn now on 3aid land without lessor's conaent. Leszogr 3hall Nave the privilege, st hia clak
and eapense, of using ges fcom any ges well on 3aid land for stoves and Lnslde lights ia the principal dwelling
thereon, out of any susrplul ges not Neaded for opecatious heceundec.

§. The rights of either party hereunder may be assigned Ln whole or ilu part end the provisions hereof ahgll
entand tO Cheic helrs, exeaitocs, sdminletr tofs, 3uccessars and sssigna; but no change in the swmacsnlp of the lend
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oc In the owmecship of, or rights to receive, goyalties or ehut-in royalties, however sccosglished shell operate
ta walicge the obligetians ac diminiali the clighta af leszee; axd o 3uch change og division shall Le bindiag upoa
lesice tar any purpose until 10 deys after lessee has been furnished by cectifiod mail ac lesssc’s pcincipal place
of business with acceptable inscruments aor cectified coples thereal conscicuting the chein aof titla froms the
arlginal leasor. It sany such ¢hange lu ownecahip ocours thcough the death of the wwner, lessee may, st its option,
pey Or temler any royslties or alwt-in royultiue Ln the peme of the decesami or to his eatate orf Lo his helcs,
wascutur o edministiatoc wntil auch time as lesszee lias been fusnlahod with svidence setlafactucy to lessce a3 to
the pecsous entitled to such sums. An sesigneount of this leaze {n wvhole or Iln pact shall, to tha exteit of auch
esalgument, relleve and dischacge lessee of eny vbligaticas hereunder aid, if lezaee or assignes of pact oc parts
heceof snall fall or make default iu the payment of the proportionate part of coyalty or ahut-in rayslty due fcom
such lesses or essi¢nes of fall to comply with any of the provisions of thls lease, such delfault shall not sffect
this lease insofar 8s 1C Covers a part of said lands upon which lessece 0f any assignee thereof shall propacly comply
ot make such payments.

9. Should lessee be prevented from complying with any express ocr implicd covenant of this leaze, or from

conducting drilling of rewosking opetations hereundezr, or from producing oil oz gas herrunder by reason of scaccity
or inabillty to obtela of use equipmunt or material, or by operation of force msjeuce, or by say Federal or atate
law or any ordes, rule or regulacion of governmentsl euthocity, then while so prevenced., lessee's duty shall be
auspended, and lessee shall not be llable foc tailure to comply thacrewith: and thiz lease 3lall be extended while
ad 30 long a3 leszee 13 prevented by asay such cause from conducting dgilling or reworking opecstiocas ox from
producing oll or ges hereunder) snd the time while lessec 12 30 prevented shall not be counted sgainst lesseo,
anythiog ln this lcase to the contreacy aotwithetanding.

10. Lesaor hecehy waccants aod agreea tao defeand tha title to sald land end agrees thet lesice at la optiom may
dischasge any €ax, moctgage or other lien upoa zeld lamd, and fin the #vent lessce daes 30 it shall be subrogeted
to such ll-n with the right to enfocce same and to epply royslties and shut-in royslties payable hereunder towarzd
satistylog, 'a- Without impaizaent of lesese's rights under the warranty, if this lesse covers a less interest
la the oil and gas in all of any past of 34id land thea the entice and wxiivided feceo alaple satste {whether lessoc‘’s
intecest L3 hereln apecified or not) them the royelties, shut-in royalty, snd other psyments, if sny, accruing from
any pact as to which this lease covers leass than such full intacest, shall be paid ocaly in the proportica which the
fatecesc therein, if any, coverad by this lease, beasrs to the whole and undivided fees simple estate thereia. Should
any one or more of the pacties named above sa lessocs fall to execute this lease, it shall neavestheless be binding
upoa the party O pacties executing the sams.

11, Lessen, its or his successors, haise and sesigna, ahall have tha zight at any time To surrendes this lesse,
1o uwhole or in pact, ta lessor or his hairs, successocs, and asaigns by dellivering oc malliog s release thereof to
the lessar, o¢ by placiag s relesse thereol of recosd ia the county in which 3sid land I3 situated) thereupon lcssce
shall be relieved from all obligationa, expressed or implied, of this ayreement as to aoreage 30 aurtendered, and
theresalter the shut-in royaity payable heceunder sball be reduced in the propocrtion that the scresge covecod hereby
i3 reduced by sald celaase or relecsass.

ADOITIONAL PROVISIONS

12 dawieha sndieg mything dnad b W the contrary, &t the end of the pricury tarm, this leam will taminge as W sll i Linds nat then ncuded » or sllacitad
to o pacing or prorMios umi 4 10 2 peadiuanyg well {which iball mclude s -m wells) valom

) Lemacs s drilled, derpaned, rewarked of recamp letod & well an said lands sbove dosonbad or @ Lands poalod thaewith md withis ane bundved agiy (180) days
prias 1o the expisation of the priasery tum, complaad sad well as & producer of wl asd/ar e, ar pluyggged sud well & 4 dry hole, «

&) A the expiratian of the primary tarm, Lomos is svpgod & drilling. docpanng, sewarking ar rocompldumn aparations an said lands or an tands paoled therewith;

nd tharefl o Lowmor [ . deilling progs d ions fay the drillag of & new well, o the dnspaning, rewarksg or recaplatian of @ sadieg wail,

au_-—o-lm-_-h-&d-dny(ll))by-aﬁau\maumdm the expuraion of the priouary temy, or (1) the complasan or plugng of 2y well drdlald,
od, rewerbal a plotad acromm ar subsaquant W e cap of the primassy Lama. For 1he pusposs harad, “cooplaiun” diall by e die of the filog of the patadaul

l.mld.l‘r,_‘, ! d ashority bavng juneds o & praucer; ur, if 8 well s ghugged 28 2 Ury bole, the “phuggaiy” shall be e dde of filnyg the pluggay

w@hwmmmmiyhagmu&am

13 Whan Lowee cancs cud axti drilling| this e dhall _ 215 il axrcags oot then nchided B 2 Paciag o peos Lum ikt allccded to 3 pradkxng

-dl(MM-duku-wd-)ukpnalﬁddmhpmﬂpnﬂthq’m-pnmﬂmt'lyhuup d & thetme of taunmdion; ar, s the

osluance of @pecaal ficdd rules et ablished im tha Field fur which my grven well is locatal, thay eadh gas well (which shall include thu a wells) el be allocated 320 earcs phus
a lolar aace of 10, far & Wacag of praration uak, 20d each od well (which shall ncude dud-@ wells) shsll be alloctad 80 aacs plus a talarance of 10%, for & spaamg ar
prasion mid. Each auch pacpy of praratian ust shall be sa acarly as practicable in e shape of » squara ar cod angle suroundiag auch well.

14. Notwithatanding such terminaticn, Lessee shall have & cantinuing cight of way and seszement on, ovar and
acgess all the land coveced hecsby for the coastruction, use, malptensncs, teplecement, oc remuval of pipellacs,
zoads, tslephone lines, eleotric lines, tank and other fecilities for its operations hereunder on lard remaiaiag
cavered by this lease following such termination.

15. This oil and gas lesse is subordinate to that certain “Prior Lease” dated August 25, 1997, effective Decemberx
7, 1997, tecorded in Book 827, page 124, Lea County Records, as xded by inst dated . 200G,
reacorded in Book « Page ;, Lea County Records, but only to the extent that asid Prior Lesse L3 currently
a valid and subeisting oil end gsas lecsse. Notwvithatanding any other provisilons of this oll end gaa leese, the end
of the primacry term hereof shall be extended until the third (1Y) enniversary dete of this all and gss lease next
following sxpicetion af the continuoua development praviaion contaloed Ln added Pucagceph No. 12 oa Bxhibit “A~
attached to the Prior Lesse, provided that la no event 3lwall the primacy term hereol enpizre later than the 20"
annivecsary date of thils oill wuxd gas leaye. Execution of thus oil and a3 leases by Leasor shall neves be conatgued
as & gatlficaclon ot revivor of the Prior Lease. Lessor specifically agcees out to enter loto any agrecment of say
torm that would extend or continue the primary temm oc the countinuous develogment provision of the Prioc Lease, or
modity any of the existing provialons of the Prior Lease.

Executed the day and year Licrst above writtea.
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