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OIL & GA3 LERSE

THIS AGREEMENT made thia 27th day of Wecch, 2001 between Madeline Stokes, dealing with her sole and separate

propecty, whoss eddress 13 P. O. Box 1115, Ozone, Texas 7694) hocein called le¢aaor (whether one or morel and James
D. Huff, P. O. Box 705, Mineola, Texaa 75773, lessee:

1. Lessoc, in consideration of TEN AND OTHER DOLLARS in hand paid, receipt of which i3 here acknowledged, and
of the royalties herela provided and of the 4greementa of the lessee harein coatained, hereby graats, leases and
lets exclusively unto lessce for the purpose of investigating, explocring, proapecting, drilling, end operating for
and producing oll and gaa, Injecting gas, weters, acher flulds, s air into subsucface strate, laying pipelines,
storing oil, building tanks, roadwaye, telcphione linea, aod olher stfuctures end thinga theceon to gprxduce, save,
tike cazre Oof, treat, process, stose and transport said minerals, the following described land in Lea County, New
Mexico, to-wit:

Township 16 3South, Range 35 East, N.N.P.N.
Secrtion 13: 3£/4¢

Sectlion 23: SK/4

Sectlon 241 MW/ASW/4, NW/ANE/4

Section 25; MW/4 N
Sectlion 26: NE/4

3aid land i3 estimaced to comprise 720.00 acres, whather it actually comprlses moce or leas.

D)
{
2. Sun'-‘@o the othec provisions hersin contained, this lesse shall remsln in force for « term of_three (3)
Yeacs fr 7, 2001 (called “primary term~) and a3 long thecesalftuc as Oll or gas ias proxiuced from sald land or
from land with shich sald land 13 pocled.

3. The royalties to be paid by lesses are: (a) om olil, and othar liquid hydrocarbons saved at the well, three-
sixceentha {1/16ths) of that produced and saved fxom aeid land, seme Co be deliveced at the wells or to the creditc
of lezsor in the pipeline to which the wells may be cannected: (b) on gaa, including casinghemi gas ot ather gsaeous
substance produced from said land and used off the premises or used in the manufacture of gaszoline or other
products, the market value at the well of three-aixteanths (Jllszhal of the gas used, provided that on ges sold an
or off the premises, the toyalties shall be threec-sixtesnths (J/16tha) of the emcunt rcallzed from such sales ic)
and at any time when this leise ia not validated by other provisions heceof and there 13 a gas ami/or condensats
well on wald land, or land pooled therewith, but gas or condensate is not being 30 sold or used and such well is
shue {n, either hefore or after production therefrom, then on of befors 30 deys after said well is shut in, and
thereaftar ot annual Lintervals, leaste may pay oc tender an advance shut-in royalty equal to $1.00 per net acre of
lessor’s qes accesqe then held under this lease by the party making such paymeat of tender, dad 3o loog es sald
shut-in royslty is paid ar tendered, this lease shall not cemminate and it shall be considered under all clauaes
heceof that gas la being produced from the leased premises in paying quantitiecs. Each such paymeat shall be paid
or tendered to the party or parties who 2t the time of juch payment would be entltled to receive the rayalties whlch
would be paid under this leasa if the well were in fact producing. The payment oc tender of royalties and shut-in
foyslties may be mude Dy check or draft. Any timely payment or tender of shuc-in royalty which iy made in e bona
tide attempt to make proper psyment, but which la erronecus In whiole or in pact as to pactles or amcunts, shell
nevesthelass be safficlent to preveat termination of this lesse in the same mauner a3 thuigh s proper peyment hed
Uecn made Lf lessce shall correct such arroc within 10 days after leasec haa received weltten notice theceof by
certified mall from the party or pacties entitled Lo receive peyment together with such written instrusents (or
certified coples thereof) &3 are fcceasary Lo enable lessee to make propec payment. The smount reallzed from the
3ale of gas on or off the premizes shull be the price esteablished by the gas ssles contract entered lnto in goad
faith by lesszce and gas purchaser for asuch term and under such conditions as ate customacy in the industry. “Psrice”
shall wean the net smount received hy lesseae after glving effect to applicable requlatory ordeza and afterc
application ot any applicable price sdjustmeanta apecifled in such contract or reqgulatory orders. én—the—cvent
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4. This is « paid—up lcase ard lessee shall not be obligated during the primacy term hereof to cosmence of
continue any opefations of whatsoeves character or to make sny payments hereunder in order to maintaln this lLease
in force during the primacy term; however, thia provision 3 not intended to relieve lessee of the obligation to
pAYy royalties on actual production pursuant to the provisions of Paragraph 3 hereof.

3. Lessec i3 hereby granted the right and power, from time to time, to pool or combine this lease, the land
covered by it or any part or horizon thereof with any other land, lesses, mincral estates or paxts therewof for the
product fon of oil oc gas. Units pooled heccunder shall not exceed the standerd procstion unit fixed by law of by
the OLL Consegvatlon Division af the Enecgy end Minersls Depaztment of the State of Maw Menico ox by any other
lawful auchoriCy for the paol of ares 1o which 3aid lamd ia situated, plus a tolecance of ten percent. Lesses shall
file written unit designations in the county in which the premises are located and such units muy be desigusted from
time to tlme and either before o after the completiocn of wells. Drilling operations on or productian from any pacc
of any such unit shall be considecod for all purposes, except the payment of royalty, &3 opecations conducted upon
of production from the land described in this lesss. There shall be allocated to the land covezed by this lease
included in any such unit that portion of the total production of pocled minerals from wells in the unit, after
deducting any used in leasze or unit operations, shich the net oil or gas acreage in the lamd covered by this lease
included in the ualt bears to the total numbes of surface ecres in the unit. The productiun 3o allocated shall be
considered for all purposes, lacludiog the paymeat or delivery of royalty, to be the entire groduction of pooled
minerais from the portion of said lind cavered heceby and included in said wait 1{n the same manner as though
produced from said land under the tezms of this lease. Any pooled unit designated by lessee, &3 provided haereia,
msy be dizsalved by lessee by recordig an appropciate {nstrusent in the County where the land i3 situated at any
time after the completion of a diy hole or the ceasation of psoduction oo seid unit.

6. If at the ewplration of the primacy term there {3 no well upon said lami capable of producing oil or gas, but
leascs hias cosmanced opesations for drilling of rewocking thegucn, thia lease stwll remain {a force s Long ea
operstions are prosecuced with no cessatlon of more thau 60 consecutive deys, whether such operstious be an the same
well or on & differcat or sadicional well oc wells, aud if they fesult Ln the pcoduction of oll ar gas, 3o loug
thezeafter as oll or gas ls producet from 3eid land. 1f, efter the expirativu of tha primary tess, all wells upon
3ald lamil should Bucome fncspable of produciag fos suy cause, this lease shull not terminate Lf lessee coamonces
opecstions fur additionsl deilling or for cewurking within 60 days thereaftec. If any drilling, &iditlional
deilling, or rewocking operations hertwnster zesult in production, then this ledse shall remain {n full force so lung
therealftor a3 oill ocr gaa is produced herewrdac.

7. Lessae shell have free use of oil, gas and water from suid land, except watec from lessor’s wells and tanks,
for eli operations hereundesr, and the royalty alhall be computed atter deducting any 30 wied. Lesses 3hiall have the
fight «t any time during or after the sxplration of this lease to romove 4ll property and fixtuces placed by lesvee
an 3eid land, including the cight to draw and remove all casing. When requited by lessor, lessee will bury all pipe
lines on caultivated lands below ordinery plow depth, and no well 3hall be drilled within two hundred feet (200 ft.)
of any tesidence or basrn now on said land without lessor’s conseunt. Leseoc shall have the peivilege, ac his riask
and expende, of uslng ges from any ges woll on 3aid land for stoves and inside llghts in the principal dwelling
thareun, out of aay sutplua gasa nac needead far opecations herxeursles.

8. The rights of cither pacty herecunder may be azaiguned in wwle or In part snd the provisions hegeof shal
extend to thsir helra, saccutors, siminiatratory, Juccessoca and a3signs; but no change in the ounecship of the lay
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ar i{n the ownership of, or rights to receive, royalties or shut-in royalties, however accomplished shall opecate
to sularge the obligations or diminish the rights of lessew; and no such chaige or divivion shall be binding upan
lcesee fuc any purpose untll 30 days sfter leasses has been futnishied by certitied mail at luzece's principal place
of buainess with acaeptabls lnstruments o« certified coplies theceof constituting the chaeln of title froa the
osigingl leasor. If any such change in ownecshlp occucss through the death of Uie osiec, lesszce may, at its option,
pay oc tender any royslties or ehut-in soyslties in the nams of the decessed or to his estate oc to his heics,
sxecutof or sdministratoc untlil such Cims a8 leszes has been furnisiied with evidence satlsfactoty to lesses as to
the pesaons entitled to such sums. An easignacnt of this lesse in Wwle or in pact shall, to the extant of such
assigrment, relieve and dischazge lesses of auy obligatlons hereundes awi, if lessce oc assigueea of pact or pacts
heceof shall fail or make default in the payment of the proportionats part of royslty or shut-in foyelty due fgom
such lesses or sssignee or fail to comply with any of the provisions of this lease, such defasult shell not affect
this lease insofac a3 it Covers a part of said lamis upou which lesses or aay ssiignee thereof shall propezly cosply
or make such payments.

9. Should lesses be prevented from complying with any expreas or implied covenant of this lesse, or from
ocomlucting drilling or rewocking operations hereunder, or from producing oll oc gas herecunder by cesson of acarcity
oc lnabillty to obtaln or use aquipment acr materisl, or by operatian of force majeure, orf by any Foderal or state
law or any axder, rule or regqulation of governmental authority, then while 30 prevented, lessce’s duty ahall be
suspended, and lessce shell not ba liable for failure to cowply therewith; and this lecase shall be sutendod whila
and s0 long & lesses is prevented by eny such cause from conducting drilling or reworking operations or from
producing oll or gas hereundor; and the time while lessee is 30 prevented shall not be counted ageinst lessee,
snything in thia lease to the contrary notwithatanding.

10. Lessor heredby warrants and agcees to defend the title to sald lsnd and agrees that lesses &t 13 option may
discharge sny tax, mortgege or other lien upoa said land, end in the event lessce does #0 it 3hall be subrogated
to such liea with the right to eaforoe seme and to apply rayalties and shut-in royaltiss payable hereundac towecd
--el-ly&ng"'m. Without Llmpairment of lesseoa’s rights wuler the warranty, if this lease covers a losa interesc
in the oil and gas Iin all or any part of seid land than the entize and undivided fee simple estate {whetliar lessor’s
interest is hersln specified or not) then the coyalties, shut-in royalty, and other paymeats, 1f any, ecciuing from
any past a3 to which this lease covers less thaa auch full lntereat, shall be paid only in the proportiaa which the
intessst thesein, if any, covered by this lesse, beacs to the shols and undivided fee simple estste therein. sShould
any oae of more of the partiecs named above a1 lessors fail to execute this lesse, it shall nevartheless be hinding
upoa the paity or perties executing the sams.

11. Lessce, its or hia successora, helra and asaigns, ahall have the right at any time to surrender this lease,
in whole or in part, ta lessox or hia heirs, successors, and sssigns by delivering or malling a relsase thereof to
the lessor, or by placing a relesss thersof of record in the county in shich said land L3 situsted; thersupon lessse
shall be relieved from all cbligetiocas, expressed or implied, of this sgreement as to ucreage 30 surtendeced, and
thereafter the shut-in royalty payable hereunder shall be reduced {n the proportion that the acresge caveced hexeby
is zeduced by sald release of releascs.

ADOITIONAL PROVIIIONS

1 Natwithstendi ha ined bearaia ta the catrary, ol the and of the primuary tarm, this lcass will Laminate as to oll s2id Lands nut than included in ar sllocted

12 s paceg or p o weit il d Lo 3 produciag wedf (whinh shall include shut i weils) unles
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priar te the epuuticon of the pricary tams, complted stid weil as s producer of oil snd/ar gas, or plugyed seid wall as o dry bule; o

5) Al tho axpiration of he pimary term, Lecsse is angaged i drilling, docpaning, kng ar mpletian apordions an said Lmds or an lands poolod tharewith;

and thaealar | anes 4 onli drilling progr buaxdby aperations for the drilling of 2 acw well, or the dopening, cking or nphtion of m exising wal,
) within anve busuired ety (190) days aflcr the Lkitcy 1o gocur of (i) the expisstion of the primay tam, o (i) the cmupldion ar plugging of ey vl drillet,

. dorpenad, ked ar pldad acoss ar eubmeqy 1o the epicsticn of the primury tam. Far the purpasa hereul, ~completion™ duall be the date of the filing of the patantial

ot sgpart with the appropriste yovmnment al meharity having jurisdicion, if s producer, ar, if & well 15 plugged 28 2 dry bule, the “plugigiog”™ shall Ls the dita of filng the pluggng

sepurt wath the appeopciate go | schority haviny jurisdic :
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well (which shall mchide sud - wells) undar special field rules p dyatai by the spprapaiate go | suthorty baviug jurislictiun, at the time of tammation; ar, i e

shmaice of special ficld rulcs astablizhad in the Geld for which my given well ia located, thon each gas weil (which shall imclude dhd-in wells) shall be atloceted 120 acres phia
8 tolesanos of 10%, for 2 specing ar proration wit, and cach oil well (which shall include dut-m welle) ahall be allocatod 30 acres plus a tolerunce of 10%, (or 8 spacmg ar
provelicn wit. Each much @paciag or praretion wadt shall be ss aearly a3 practicable in the shaps of 2 square af rectmgle auraundiag such well

14. Wotwithstanding such termination, Lesaces shall have e continuing right of way and easement on, over and
across all the land covered herchy for the conatguction, use, maintenance, replacement, or Iemoval of pipelines,
foala, telephone lines, eslectric lines, tank and other facilities for {ts aperations hereunder oo land remalning
coveced by this lease following such termluatioa.

135. Thias oil aod gas lease is subordinate to that cectain “Prior Lease” datei August 25, 1997, effective December
T, 1997, recosrded in Book 827, page 127, Lea County Recocds, as amended by inst t dated . 2000,
recozded in Book ¢+ page ¢+ Lea County Records, but only to the sxtent that said Prior Lease ls curgently
s valld andt subsisting oll and gas lease. Notwithstanding any other provisions of this oil end gas leass, the end
of the primary term hereof shall be extemied until the third {3'") annivecsasy dete of this oll and gaz lease next
followlng explration of the coatinuous development provislon contained in edded Pacagraph No. 12 on Exhibit *A~
attacdied ta the Prloc Lease, provided that fu uno event ahall the primery teca hescof explre laCes thea the 20%
annivessary date of thijis oil and ges lease. Execution of this all and gas lease by Leasor shall saver be construet
43 o ratification or revivor of the Prioc Lees¢. Leasor specifically agreées not to enter Luto any sgreement of sny
form that would extend or continue the primasy teom ar the coatiouocus developmcot proviaios of the Prios Leawe, ox
wodify any of the exlisting provisions of the Prior Lease.

Exsauted ths day and year flrat abave written.

/2245[‘[{.“ "Zji 4;4 4:32:.97_ yos!
359

Madeline 3Stokes
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INDIVIDUAL ACKNOWLEDGMENT (New Maxico Shost Pormi

STATE OF Taxas

counTY or Qrab. v

This iastrument was acknowledged befare me on [\Dr-\\ “ 2001, by Madel i ne
Stokas - . -
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STATE OF TEXAS ’
My Comm. Exp. 07-22-2004
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Producecs®s 08-Producer’'s Revised 1994 New Mexico Form 142P, Paid-up
OIL & GAY LEASE

THIS AGREEMENT made this 27th day of March, 200% betwean EZrma Hamilton, dcaling with her sole and neg-x.tc propesty,

1. Lessor, ia considaration of TEN AND OTHER DOLLARS in hand pald, recelpt of which is hece acknowledged, and
of the royalties hersin provided and or the agrecments of the lessee herein contained, hereby grancts, leases axd
lets exclusively unto lesse¢ for the purpose of inveatlgatiag, explacing, proapecting, drilling, and operating for
and producing oil and gas, injecting ges, watecs, other flulds, awd air into subsucface atrata, laying plpelines,
stocing oil, building tanks, xosdways, telcphone lines, and other stxuctures and things theseon to produce, assve,
take cace of, treat, process, store and transport said minecals, the following described land in Lea County, New
Nexice, to-wit:

Township 16 South, Range 35 Zast, N.M.P.N.
Seotion 13: SE/4

Seatioa 23: SE/4

Sectlon 245 NW/4ASN/4, NW/ANE/ 4

Section 251 NW/4

Jection 261 NE/4

| wel 21
2. Sub);c:‘}o the other provisions herein contalned, this lesse shall remaia in force for a term of_thcee (3)
yeass from 7*, 2001 (called “primary terma®) and 43 long theceaftec as 0il or ges i3 produced (rom said land or
from land with which said land 1s pooled.

3. The royslties to be paid by lessee sce: (a) on oil, and othez liquid hydrocarbons saved at the wall, thzee—
slxteanths {3/16ths) of that produced and saved from aaid land, ssme to be deliverecd at the wells or to the credlt
of lessor in the pipuuu to which the wells may be connected; (b} oca gas, including casinghead gas or other geaeous
substance produced from said laxd and used off the prealses or used in the manufacture of gasolive ox athec
products, the wmarket value at the well of three-aixteenths (3/16ths) of the gas used, provided that on gas sold am
ac aff the premlises, the rayalties shall be three-sixteenths (3/16ths} of the amount realized from such sale; {c}
and at any time whea this lease {3 not validated by other provisions hereof and there is a gs3s and/or condensste
well on sald land, or land pooled tharewith, but gas or cordensate is not being sc 30ld aor used and such well is
shut in, either before oc after production therefrom, then on or befors 30 daya after said well is shut in, and
thereafteor aC annual {ntarvels, lesseec may pay or tender an advance shut-in royslty equal ta 31.00 per net acre ot
lo2201°s gas acreage then held under this lease by tle party miking auch paymeant or tender, and 30 lony as ssid
shut-in royalty 13 paid or tendered, this lessa shall not terminate and it shall be consideced under all clauses
hereof that gas ia being produced from the leased premises in paying quancitiea. Each such peyment ahall be paid
oc tenderwud to the party or parties who at the time of such payment would be entitled to receive the royalties which
would be pald under this lease Lf the well were in fact producing. The payment or tendec of toyalties and shut-In
foyalties may ba made by check aor draft. Any timely psymeat or tender of shut-in royalty which I3 made Iln « bonae
fide attespt to mske proper payment, but which ia ecrroneous in whols or in part as to parties or asounts, shall
oevertheleas be sufficient to preveut termination of this lease in the same manner a3 thouglh & proper payment had
Lucn made 1f lesszee shall cocfrect auch ecror within 30 days aftec lessee has received writtea notice thexeaof by
Certified mall from the party or parties entitled to receive payment togethar with such written instruments {or
cettificd copies thereof] as are necessacy to eénable lesace to mdke proper payment. The amount realized from the
3ule of gas on or off the premiaes shall be the price established by the gas 2«les coatract entered into iu goud
fuith Ly lessee and gas purchases foc such term amd wider such comditions a3 afe customuscy in the lndustry. “frice®
shall mesan the net amount received by lLessee aftec glving effect to applicable regulatory ocdera and eftec
application of any spplicable price adjustments specified in such contrect or regulatory orders. In-—<the—evant
Feaseecompresses,~tiouty,—purifiecs,—or dehydrates such geae (whethaer ou or off thetecasedpremiacat—or-transports
Qureff-tihie leasod premises, -lessen in computing-royalty hereunders may deduct from—euwipelue a reaszonable chatge
for—vach-of-wuah—tunce Lons—pecfosmed .= ||

4. This is a paid-up lease and leasee 3hall not be obligsted during the primary term herecof to commesnce or
coatinue any opecatlons of whatsoever chagacter or to make any payments heceunder in ocdér to maintsin this leass
in force during the primscy tecm; however, this provision i3 not jatended to relieve lesseec of the obligetlon to
pay royaltles oo actual productiona pursuant to the provisions of Pacagraph 3 hereof.

S. Llessee ls hareby granted the right eod power, from time to time, to pool or combine this lease, the land
covered by it or any part or horizon thereof with any other land, lesaes, amineral seastates oc pasts thereof for the
production of oll or gaa. Units pooled herounder shall oot exceed the standard prordtion unit fixed by law og by
the OiLl Conservation Division of the Energy and Minerals Depactment of the Stats of New Nexico or by any othec
lavtul suthority for the pool or afea in which 3«id lend is sicuated, plus a tolerance of tea percent. Lessee shall
€lle writton unit designations in the county in which the premises are located and such units say be designated friom
time to vime and either before or afteax the completion of wells. Drilling operations on or production from amy pacc
of any such unit shall be coniidered for all pucposes, except the payment of goyalty, a3 operations conducted upon
or production from the land described in this leass. There shall be allocated to the land coveted by this lesse
included ia any such unit that portion of the total production of pooled minerals from wells in the ualt, after
deducting any used in leass or unit operations, wiiich the net oil or gas acreage in the land coverel by this lesse
included fn the unlt bears to the totel mwher of surface acres in the unit. The production 30 allocated shall be
considered foc all purposes, including the payment oc delivecy of royalty, to be the entire production of pooled
minecals from the poction of said land covered heseby and included in seid unit in the sams manner a3 though
produced fram said land undec the terms of this lesse. Any pooled unit designated by leasee, o3 provided herein,
mey be dissolved by lesses by recording an eppropriete instcument in the County where the land ls situated at sny
time sfter the campletion of a dry hole or the ceasation of production oa said uuit.

6. [f at the expiraticn of the primacry term there i3 no well upon said land capable of producing oil or gas, buc
le3ssee has commeaced operations for drilllng or reworking thereoa, this leese 3hall reasin in fogce 20 long as
operactions are prosecuted with no cassation of more than 60 consecutive days, whether such operations be ca the jeme
well oc on a different oc additional well or wells, and i{f they gesult in the production of oll ar gas, so long
thereattec a3 oil or gas i3 produced from sald land. 1If, after the expiration of the primary tecm, sll wells upun
sald lawl should become iacapable of producing for sny cause, this lease shall not termisate 1€ loasce cComseonces
opccatlions tor aiditionel drllilng or for seworking within 60 days thecsatter. It any doilling, mbditlounel
drillling, or rewocklog opecations Liefeunder result In prodction, then this lease shall femain fu full torce 30 lung
theceatter 4a oLl or gas L3 produced hereunder.

7. Lessee shall have fres use of oil, gss snd water from sald land, except water from leszor's wells and tanka,
for all operations hecsundec, and the royalty 3liall be coeputed after dalucting any 30 used. Lessce shall have the
right at any time Guing or after the expicstiocn of thla lease to remove all peoperty sod €ixtures placed by lessse
on said land, locludiog the cight to drew aml remove all casing. When tequiced by leasar, leswece will bury all pipe
linas on cultlvered lands below ordloacy plow depth, i40d no well shall be drilled within two hundred feet {200 ft.)
of any residence o€ barm now on said land without lessor*s conasenc. Leasog ahall have t‘he Privilege, st hia risk
and expense, of using ges fcom any ga3 well on 3ald land for stoves and lnside lighta in the principal dwelling
thereon, out of any suxplus gas not needed for operatious hegsuwnxier.

8. The rights of either party hereunder may be asaigned in whole o¢ la part and the provisions hereof ahglld
extand to their heirs, executors, sdministratoss, 3uccessors and assigns; but no change in tha ownership of the land
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of Iln the ownership of, or rights to recelve, royaltisa or shut-in royalties, however accomplished shall operata
to enlacge the obligations or diminfal the rights of lessce; aixd no such change oc diviszton shall be bindinag upon
lesiea for any purpose until 30 days aftes lessceo has been furnished by cestified mail at lessee’s principal place
of buslness with acceptable instrumeots ar cecrtified coples thesreaf constituting tha chein of title from tha
original lessor. If any such chenge lu ownecshlip acoucs through the death of the wmer, lessec may, ot its optlow,
pay oc tewler sny royalties ar stwt-la foyalties in the nems of the decessal ur to his estete or to hlas helcs,
wacLulur o edminististor wntil auch Uime us lesseo hax Leeu fucudshed with ovidence zatlizfuctury 10 lesses av to
the persous entfitled to such sums. An sesignment of this lesse in whole or in part shall, to the extent af auch
assigument, relleve and dischacge leisee 0f any ovbligatlons hereundocr and, if lessce or assignee of pact ar parts
hereof shall fall or make default iu the payment of the proportionate part of royalty ocr shut-in royalty due from
such lessee or assl¢nee Oor fall to comply with any of the provisions of this lease, such default shall not affect
this lease Llosofar 83 4t Covers & past of said lands upon which lessce or any asslgnee thereof shall properly casply
or maks such payments.

9. Should lesice be prevented fcom complying with any express ocr implied covenant of this lease, or from
conductlng drilling or reworklng operations hereunder, oc fcom producing o0il or ges hereunder by reasan of scarcity
oc inability to obtalo of use equipmuent ar material, or by operation of force majeure, of by say Federal or stats
law or any ocder, sule ar reqgqulation of govecrnmentsl autharcity, then while s0 prevented, lessee's duty shall be
suspended, and lessee shall not be liable for failure to cosply thecewith: aod this lease shalli be extended while
and 30 long a3 lesszee [a prevented by aay auch casuse from conducting drilling oc reworking operations or (rom
producing ol of gas hereunder; and the time while lessoe i3 30 prevented shall not be counted against leaseo,
anything lu this lcase to the contrary notwithatanding.

10. Lessor heceby warcants and agrees to defand the title to sald land end agrees that lesice at is option may
dischacge any tax, mortgage or other lien upon sald lemnd, and in the event lessce does 30 it shall be subrogqated
to such llm with the right to enforce same and to spply royalties and shut-in royslties peyable hereunder towscd
l.thtytnq,'m Without impeizment of lessee's clghta wder che wacranty, if this lesse covera a less interesat
fa the ofl and gas io all ©f any part of 34id land thn the entire and undivided fee sisple satete (whether leasoc‘'s
intecest i3 herein specified or not) them the royalties, shut-in royalty, and other paymenta, if any, accruing from
any part as to shich this lesse covers lese than such full intecest, ahall be paid aoly in the pcopactlaa which the
intersac thecein, if any, covered by this lease, bears to the shole axi undivided fes simple eatete therein. Should
any cne of mote of the paccies named above as lessors fell to execucs this lease, it shall nevertheless be binding
upoa the party of pacties executing the sama.

11. Lesase, its or his successors, heire and assigna, ahall have the £ight at any time to surrender this lease,
ta whole ac {n pact, to lessor ar his halics, successzocs, and asaigns by delivecing ot malling s release thereaf ta
the lessor, or by plscing & celease thersof of record in the county in which zaid land ls situated; thereupoa lcssee
shell be relieved from all obligations, expressed or implied, of this ayreement as to acrsage 30 susrendered, and
theteafter the shut-in royalty payable hareunder aball be reduced in the proporticon that the ecreage covered hereby
is ceduced by sald release ar relcases.

ADDITIONAL PROVISIONS

L8 Narwiha endiag mything ot ahved herem, 10 the contrary, st the end of the pricnary tam, this cam will tamunge ua Lo ol sl Lands nat thean ncwdsd & ar sllactad
to s wpacing or praration wait sll J 1o 2 producing well (which whall include hut - wells) ualam

a) Lomeos bae drilled, decpaned, rewarked or leted a well om 52id {nde above daxribed or an Lands poclod thaewith md witha ae lumdred sy (180 days

P

priar 10 (he expisalian af the pricsery tum, complaad said well a3 & produce of wil asd/ur gas, or plugged sad wedl as 4 &y hole,

b) Af the expration of the primary term, Lesos is apgod m drilling, docpaning, rework g ar reconpletian operations an said Landy or an Jands paoled therewith;

md iharesfler Lomos a s dailling prograpa wherdsy gperations far the drilliog of 8 new well, o the depaning, reworking or feoanpletios of m easing wdl,
od withm buad 'd@(y(lﬂ)bpdahlﬂlahwi(ﬂ the expiratian of the prinuay tam, of (i) the complaian o5 plugying of 0y weil drillod,
d od, rewarhal ar od across o subeagy udu of the primasy L1, For the purpascs harauf, ~complutiua” dholl Le the das of the filkog of the potadiad

P

rqmmh_“,.T’ al adhore juniadiction, if 2 producer;, ar, if & well s plugyed 2 3 dry bole, the “phiggy” shall be the dite of filing the pluggny

repart with the wammal subunty hmum\dﬂm

15 W‘-l-“‘-“‘muﬂtmﬂulﬂ-dﬂwn-uamaxawuhndud-dnamapmrmmdluﬂdhapm&mg
well (which shall mchude dhust -« weils) undar special fickd cules p dgatad by the appcap | sithorgy haviny jursd o the tune of iou, or, mthe
dﬂud’wﬂlﬁddmhdmd-hﬁddﬁlv&uﬁ‘y.v—udlulualhadwwdl(ubadnﬁaﬂnd-n‘h-hu-wdh)tdlhdlocﬂanuuplu-
» tolamoe of 1O%, far & Wacng of praration unit, aod cach ol well (which shall mchude dus-m wells) shalt be alloced 80 acyes plus  tolarance of LO%, (ar & spacmg ar
prarstion g Each much gpacng ar praratios wad dball be ae ocarly as practicable in (he shapse of & square ar (ot aagle sstoumdiog such well.

14, Notwithstandlng such termination, Lesses shall have a continulng right of way and sasement on, ovec and
across all the land covered hereby for the construction, use, malate¢naace, replacement, orf cemvval of pipelinecs,
roads, telaphwos lines, eleotric lines, tank and other facilities for ita operations hersunder on land remainiag
covered by this leass following such termination.

15. This oil and gas lesss i3 subondinate to that cartain “Rrior Lease” dated Auguat 25, 1997, effective December
7, 1997, recorded in Book 827, page 124, Lea County Recorda, as smended by instrusent dated . 2000,
recocded in Book v Page , Lea County Records, but only to the extent that said Prior Lease is currently
a valid and subelisting oil end gas lesss, Notwithstanding any other provisions of this oil end gas lease, the eond
af the primacy term hereof shall be extended uatil the third (3™) anmivecsary dete of thisz all and gas leass next
following expirstion of the continuous development provision coatulned in added Pucayreph No. 12 on 2xhibit “A*
attsched to the Prior Leass, provided that in no event stsll the primary term hereof expire later thea the 20'*
anniversary date of thils oil and gas lease. Execution of this oil and Ga3 leaszs by Leisor shall never be construed
as a ratification or revivor of the Prior Leasze. Lessor specifically agrees oot to enter Linto any agreement of sny
form that would extend or conCinue the primary temm or the continuous development provision of the Prioc Loase, or
modify any of the existing provisicas of the Prior Lease.

Executed the day and year first above writtea.
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INDIVIDUAL ACKNOWLEDGMENT (Mew Mexica Shwort Fara)
Tenas

This instrument was scknowledged before me on azp)\,ll__ L} 2001, by
Hamiltoa [ ] .
Natacy Public, State of

Ky Commission Bxpires: _é ‘;:L "Dil
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e Ty ey

STATE OF NEW MEXICO EEA R o %
COUNTY OF LEA Sy <I‘ A
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% .7._‘/"-. (JJ b _.'$5f
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. ead recorded in Beck .
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:a;uun Hughes, Ce'g‘n i
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