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OIL AND GAS LEASE 2 Y5 Pase 102Y Koawell, New Meuico
a o........ Ebruary L1890 etween

NG COMPANY. - ABO. PETROLEUM

WITNESSITH
l. lussor in consideration of .. * Dollnrs
% 10'00 - ..} 1 hand paid, of the royaltics huerein provided and of the apgrcements of Lessee hercin contained, hereby grants, lensen und Jels ex-

clusively unto Lessee forAlhc purpose of investigaung, exploring, prospecting, drilling nand mining for and producing oil and xus, Inying pipe lincs, building
rouds, tanks, puwer satations, tclephone lines und other structures thereon and on, over and across lands owned or elximed hy lasaor udjacent and conliguous

thereta, to produce, save, take carc of, treat, transport, and own said products, and housing its cmployees, the following described land in

........... Chaves county, . New _Mexico
A1l rights below 2000 feet subsurface in and under the following:

TOWNSHIP 10 SOUTH, RANGE 25 EAST, N.M.P.M.
Section 17: E/2 SE/4

2. Without reference to the commencement, prosccution or cessation at any time of drilling or other development operations and/or to the discovery, de-
velopment or cessation at any time of production of oil or gas and without further payments than the royalties hercin provided, and notwithstanding any-
thing eise herein contained to the contrary, this lease shail be for o term of five years from this date (calied “primary term’) und as long thercafter us oil
or gas ix produred from said land or land with which said land is pooled hereunder.

to-wit:

4. The royalties ta puid by Lessev ave: (a) on oil, il_é of that produccd and savidd from said land, the same ta be delivered at the wells or o the
credit of Lessor intn the nimf line to which the wells r.ay e connected . Lessee may frem time to time purchase any royalty oil in ils possession, paying the
market price therefor prevadding for the field where produced on the date of purchase: (b)) on gas, inchuding casingheiad 1as or other gaseous substance, pro-

duced fram said Innd. and sold, or used off the premiscs or for the extraction of wasaline or other product therefrom. the market vaiue at the weli of 3[ 16

of the gas =0 sold or vsed, provided that on sold at the wells the royaity shall be 5( ;of the amount realized from such sale: while there ix a 1as
well on this leade or on acreage poaled therewith but gas is not being sold or used, Lessee may pay or tender as royalty, on or before ninety (90) days after
the date on which «aid well is shut in and thereafter at annual intervals the sum af SL.u0 per acre, und if such payment is made or tendercd, this leaxe shall
not terminate and it will be considered that gas is being produced from this lease in paying (uantities. Payment or tender of said shut-in gas rovalty may
be made by check or draft of Lessce mailed or delivered to the parties entitled thereto on or hefore the date said payment is due. Lessce shall have free
use of oil, gas, coa!l and water from said land, except water from Lessor’s wells, for all operations hercunder, and the rovalty on oil and gas shall be com-
puted after deducting uny ~o used,

4. Lessee, at its option, is hereby given the right and power to pool or combine the acreage covered by this ‘lease, or any portion thereof as to oil
and gas, or either of them, with other land, lease or leases in the immediate vicinity thereof to the extent, hereinafler stipulated, when in Lessee's judement
it 13 necessary or advisable to do so in order properly to explore, or to develop and operate said leased premises in compliance with the spacing rules of
the New Mexico Qil Conservation Commission, or other lawtul authority or when to do so would, in the judgment of Lessee, promote the conservation of oii
and gas in and under and that may be produced from said premises. Units pooied for oil hereunder shall not substantially exceed 40 acres each in area,
and units pooled fur gas hercunder shall not substantially exceed in area 640 acres each plus a tolerance of 107, thereof, provided that should government-
al authority having jurisdiction prescribe or permit the creation of units larger than those specificd, units thereafter created may conform substantially in size
with those prescribed by governmental regulations. Lessee under the provisions hereof may pool or combine acreage covered by this lease, or any portion
thereof as above provided as to oil in any cne or more strata and as to gas in any one or more strata. The units formed by pooling as to any stratum or strata
necd not conform in size or area with the unit or umits into which the lease is pooled or combined as to any other stratum or strata, and oil units neced
nut conform as to acea with gas units, The pooling 1n one or more instances shall not exhaust the rights of the Lessee hereunder to pool this lease or
portions thereof into other units, Lessee shall file for record in the appropriate records of the county in which the leased premises are situated an instrument
describing and designating the pooled acrcage as a pooied unit. Lessee may at its election exercise its pooiing option after commencing operations for or
compieting an oil or gas well on the ieassd premises, and the pooled unit may include, but it i3 not required to include., land or leases upon which a well
capable of producing oil or gas in pay:ng quantities nas theretofore been completed or upon which operations for the drilling of a well for oil or gas hay -
theretofore been commenced. Operat:ons {or crilling on or production of oil or gas from any part of the pooled unit which includes all or a portion of the
land covered by this lease regardless of whether sucn cperations for drilling were commenced or such production was secured before or after the execulion
¢ is instrument or the instrument designating the pcoled unit, shall be considered as operations for drilling on or production of ¢il or gas from land covered bv
this lease whether or not the weil or we..s ve located on tne premises covered by this leuse, and the entire acreage constituting such unit or units, as to ot and &=,
or either of them, as herein provided, shall be treated {nr ail purposes, except the payment of royaities on production from the pooled unit, as if the sume
were nciuded in this lease. For the purpose of compuuing the royalties to which owners of royaities and payments out of production and each of them,
Ye entitied on production of c¢il and gas. ur either of : m the pooled unit, tnere shail be ailocated tu the land covered by this lease and inciu
sand un:t a pro rata portion of the oil and gas. or eiur them, produced from the pooled unit after deducting that used operations on the poovled
Such ailocation shall be on an acrcage pasis :
that pro rata purtion of the oil and or either ¢f t . produ
inciuded 16 Lhie poused Sinl bezis Lo lhe total ced in the poo unit. z hercumnder shel!l Lo zcmpute
such procuction, whether it he ol and gmas. ¢r etther of them. so a:..ocated to tne land covered by this ,ease and inciuded :n the unit just as though such
production were from such land. The production from an oil well wili be considered prozuction from the iease or oil pooled unit from which it is prgdusing
and rot a3 production frecm a a5 poeoled unit; avc production from a gas well will be considered as production from the lease or gas pooled unit from
wnichk it is producing and not from an oil pooled Ir. addition to the forezoing, Lessee at iis option is hnereby given the right and power from zime
o time g commit said land or ©oparc or for tien or minere! sub nce covered herehy to anv coaperative or unit zureement or plan of development and
operation, and to any modifications thercof. which have been approved by the New Mexico OQil Conservation Commission or other lawful governmental
ruthority, In such event, the royaity payable to Lessor hereunder shall be computed and paid on the basis of the oil or gas allocated to suenh land under
the terms of any such agreement or plan of operation, which basis shall be the same by which the royalty due the United States or the State of New
Mexico is computed and paid. This lease shall not expire curing the life of such agreement or plan and shall be subject to the terms thereof and said
agreement or plan of operation shall te filed with the New Mexico Qil Conservation Commission, or other lawful authority. and Lessee shall record in
the County in which the lcased premises are situated, an instrument describing such agreement or plan of operation and reflecting the commitment thereto,
and the same may be rccorded either before or after the compietion ol wells.
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5. 1f at the expiration of the primary term oil or gas is not being produced on said land, or from land pooled therewith, but Lessee is then engaged
in drilling or reworking operations thereon, or shail have completed a dry hole thereon within 60 days prior to the end of the primary terms, the lease shail
remain in force so long as operations on said welil or for driiling or reworking of any additional well are prosecuted with no cessation of more than 60 con-
secutive days. and if they resull in the production of oil or gas so long thereaiter as oil or gas is produced from said land, or from land pooled therewith. If,
after the expiration of the primary term of this lease and after oil or gas is produced from said land, or from land pooled therewith, the production thereof
shouid cease from any cause, this lease shall not terminate if Lessee commences operations for drilling or reworking within 60 days after the cessation of
such production, but shall remain in force and effect s0 long as such operations are prosecuted with no cessation of more than 60 consecutive days, and
il they result in the production of oil or gas, so long thereafter as oil or gas is produced from said land, or from land pooled therewith. Any pooled unit
designated by Lessee in accordance with the terms hereof, may be dissolved by Lessee by instrument filed for record in the appropriate records of the county
in which the leased premises are situated at any time after the completion of a dry hole or the cessation of production on said unit. In the event a well or
wells producing oil or gas in paying quantities should be brought in on adjacent land and within 650 feet of and draining the lease premises, or land pooled
therewxith, Lessee agrecs to drill such offset well or wells as a reasonably prudent operator would drill under the same or similar circumstances. Lessee may
wt any time execute and deliver to Lessor or place of record a release or releases covering any portion or portions of the above described premises and
thereby surrender this lease as to such portion or portions and be relieved of all obligations as to the acreage surrendered.

6. Lessee shall have the right at any time during or after the expiration of this lease to remove all property and fixtures placed by Lessee on said land,

including the right to draw and remove all casing., When required by Lessor, Lessee will bury all pipe lines below ordinary plow depth. and no weil shall be
driiled within two hundred feet of any residence or barn now on said land without Lessor’s consent,
7. The rights nf ecither party hercunder may be assigned in whole or in part, and the provisions hereof shall extend to their heirs. successors and assigns
but nu chanke or division in ownership of the land or royaltics, however accomplished, shall operate to cnlarge the obligations or diminish the rights of
Lessec; and no change or division :n such ownership shall be binding on Lessee until thirty (30) days after Igessee shall have been furnished by registered
U. S. mail ut Lessee’s principal place of business with a certified copy of recorded instrument or instruments evidencing same. In the event of assignment
hereof in whole ur in part liability for nreach of any obligation hercunder shall rest exclusively upon the owner of this lease or of a portion thereo! who
commits such breach, If six or more parties become entitled to royalty hereunder, Lesseo may withhold payment thercof unless and until furnished with a
recordable instrument cxecuted by all such partics designating an axent to receive payment for all

A. The breach by Liesseo of nany oblization arising hereunder shall not work a forfeiture or termination of this lease nor causc a termination or revision
of the extnt: erented hereby nar be wrounds for conncellation hereof in whole or in part. In the event Lessor considers that operstions are 2ot Al any time
being condur tedd in complinnee with this lease, Lessur shail notify Lesace in writing of the fncta relied upon as constituting a breach hereof, nnd Lawsee, if
in default, shall have sixty days ufter receipt of suen notice an which to commence the compliance with the obligations imposed by virtue of this instrument
After the dircovery of oil or gas in paying quantities on said premisces, Lessee shall develop the acreage retained hereunder as a reasonably prudent operator
but in dischirging this obligation it shall in no cvent be required to driii more than one well per forty (40) acres of the area retained hereunder and capabie
of producing oil in puying urntities und one well per 640 acres plus an acreage tolersnce not Lo cxceed 106, of 640 acres of the arca retained hereunder
and capable «f producing gas in paying quantitics.

9

Lessor hereby warrants and agrees 1o defend the title to snid [and nnd agrees that Lessee nt its option may discharpe any tax, mnr(g:\gn'nr other lien

upon ad land cither in whole or in part, nad in cvent Lessee does so, it shall he subrogated to such lien with the right to enforce same and anply royalties
necruingy herounder toward satisfying sane. Without impmirment of Lessee’s rivht under the warranty in event of failure of title. it is agreed thut if Lessor
awnr an Interest in the o1l or gas on, in or under smd land tess than the entire fee simnle extate, then the rovalties to be pnid Lessor shall be reduced

proportionatety, Shoull any one or more of the narties nnamed as lessors fnil to executls this leuse, it shall nevertheless be binding upon the purty or parties
execating the sume,

10, Sheuld lssee be prevented fram complying with any express ar implied roverant of this lease, from conducting drilling or reworking operations

theroan or from produeing ol or gas therefrom by reason of searcity of or inahility to obtnin or to use cauipmernt or material, or by operation of forece
i care, any Fedoral ar ostate law or any order, rule or revulution of governmental authority, then while sa prevented, Lessee's obligation to comply with such
covenant chall be soepended, and Lessee shall not be liable in damases for (ailnre to comply therewith; nmil thiz lease ahall be extended while and so lonw
ne Loaoce s prevented by any such enmre from conducting drilling or reworhing operations on or {ram producing oil or gas from the lcased premises; and
the timsowhile Lessie 3.5y prejented ghall not be rﬁun‘n- ngainst Lessee, anything in this lease to the contrary nolwithstanding.
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