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I'roducers 3 Dev, 3 Year Leased 1057 (FIVE YEAR I'AID UP' LEASE) Parm 115
Hall-Poorhaugh Press
Ol AND GAS [,E,\SE Honweil, New Metico

13 REEMENT made this ... ]'St__ cerremeneeee. BBy Of . FEbruary, et e e e L 11)90 .. between

HELEN JORN OVERBECK LEWON, "3 marTed woman dealing in her sole and. separate. property, Lessor,
.and YATES PETROLEUM CORPORATION - 70%, YATES DRILLING COMPANY. - 10%,. ABQO. PETROLEUM

CORPORATION - 10%, and MYCO INDUSTRIES. INC. - 10%

Leasee, WITNESSKTH:
1. lLessor in consideration of ToTTTTT
s ]‘0' OO ) in hand paid, of the royaltics herein provided and of the aurcements of Lessee herein contained, hereby grants, leases and Jetd exe

clusively unto Lasaec for the purpose of investigating, exploring, prospecting, drilling and mining for and producing oil and xns, Iaying pipe lincs, building
~onds, tanks, power stations, telephone lines and other structures thereon and on, over and across lands owned or claimed by i.ssor sdjacent und conliguvus

Dollars

.hereto, to produce, save, take carc of, treat, transport, and own said products, and housing its employces, the following described land §no .

_________________ Chaves County, New. Mexico to-wit:
A11 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 commencemecnt, prosecution 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 pnyments than the royalties hercin pruvided, and notwithstanding any-
think clsc herein contained 1o the contrary, this lease shall be for a term of five years from this date {(called "primary term’) und as long thercafter us oil
or gas iz produred from said land or land with which said land is pooled hereunder.

4. The royalties to paid by Lessce ave: (a) on ail, __L16 of that produced and saved from said land, the same ta be delivered at the wells or to the
crvdit of lessor into *he pine iine to which the wells may be connected: Lessce may from time to time purchase any royalty oil in ils possession, paying the
market price therefor prevaihing for the field where proauced on the date of purchase: (b) on gas. incinding casinghead sas or other gaseous substance, pro-

duced from <aid iand, and sokl, or used off the mremises or for the extraction of misolive or other praduct therefrom. the market vaiue at the well of 3[ ]-6

of the gas =0 sobd or used, provided that on =as sold at the welis the royalty shall be “ Hl of the amount realized from such sale: while there is & was
well on this lease ar an acreage pooled therewith but gas is not being sold ov used. Lessee may pay or tender as royalty, on or before ninety (90) days after
the date on which wiid well is <hut in and thereafter at annual intervals the sum of S1.00 per acre, and if such payment is made or tendered. this lease shall
rot terminate aad it will be considered that pgas is being produced from this lease in paying quantities, Payvment or tender of said shut-in gzas rovalty may
he made by check or draft of Lessee mailed or delivered to the parties entitled thereto on or before the date said payment is due. Lessce shall have free
use of ail. gas. coal and water from saii land, except water from Lessor's wells, for all ope-ations hereunder, and the royalty on oil and gas shall be com-
puted after dedoeting any su 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 thern, with other land, lease or leases in the immediate vicinity thereof to the extent, hereinafter stipulated, when in Lessee's judement
it is neccessary or advisable to do so in order properly to explore, or to develop and operate said leased premises in compliance with the spacing rules cf
the New Mexico Oil Conservation Commission, or other lawtul authority or when to do so would, in the judgment of Lessee, promote the conservation of oil
and pas in and under and that may be produced from said premises. Units pooled for oil hereunder shall not substantially exceed 40 acres each in area,
and units pooled for gas hereunder shall no: substantially exceed in area 640 acres each plus a tolerance of 107, thereof, provided that shouid government-
al authority having jurisdiction prescribe or permit the creation of units larger than those specified, 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 straia and as 1o gas in any one or more strata. The units formed by pooling as to any stratum or strata
need not conform in size or area with the unit or units into which the lease is pooled or -ombined as to any other stratum or strata, and oil units need
nut conform as to area with zas units. The pooling in one or more instances shali not exhaust the rights of the Lessee hereunder to pool this lvase 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 acreaxe as a pooled un:t. Lessee may at its election exercise its pooling option after commencing operations for or
comp.eting an oil or gas well on the leased premises, and the pooled unit may include, but it is not required to include, iand or leases upon which a well
copable of producing oil or gas in paying quantities has theretofore been completed or upon which operations for the drilling of a well for oil or gas hav
therctofore ceen commenced. Operations for drilling on or production of oil or gas from any part of the pooled unit which includes all or a portion of the
fand covered by this lease regardless of whether such operations for drilling were commenced or such production was secured before or after the execcution
of this instrument or the instrument designating the pooled unit, shall be considered as operatiors for drilling on or production of oil or gas from land covered b+
this lease wnether or not the well or wells be located on the premises covered by this lease, and the entire acreage constituting such unit or units, as to oil and gas,
or either of them, as herein provided, shall be treated for 2ll purposes, except the payment of royalties on production from the pooled unit, as if the same
were inciuded in this lease. For the purpose of computing the royalties to which owners of royalties and payments out of production and each of them, shal!
be entitied on production of oil and gas, or either of tnem, Irom the pooled unit, there shail be allocated to the land covered by this lease and incluued :n
¢ a pro rata portion of the oil and gas. or either of them, produced from the pooled unit after deducting that used ror operations on the povied uni's.
Such ocation shall be on an acreage basis—that is to say, there shail be aliocated 1o the acreage covered by this lease and included in the pooled umit
that pro rata portion of the cil and gas, or eitner of them, procuced trom the pooied unit which the numoer of suriace acres covered by (his iedse waitd
inciuded in the pooled unit bears to the total number of suriace acres included in the pooied unit. Royalties hereunder shall be computed on the portion of
such production. whether it be oil and gas. or either of them. so ailocated to the land covered by this lease and inciuded in the unit just as though such
production were from such land. The production from an oil well will be considered production from the lease or oil pooled unit from which it is produnng

and not as production from a gas pooled unit; and production from a gas well will be considered as production from the lease or gas pooled umit from
which it is producing and not from an oil pooled unit. In addition to the foregoing, Lessee at its option is hereby riven the right and power from time
to time to commit said land or any part or formation or mineral substance covered hereby to any cooperative or unit agreement or plan of development and
operation. and to any modifications thercof. which have been approved by the New Mexico Qil Conservation Commission or other lawful governmental
authority. In such event, the royalty payable to Lessor hereunder shail be computed and paid on the basis of the oil or gas allocated to such 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 during the life of such agreement or plan and shall be subiect to the terms thereof and said
agreement or plan of operation shall te filed with the New Mexico Oil Conservation Commission, or other lawful authority, and Lessee shall record in
the County in which the icased premises are situated, an instrument describing such agreement or plan of operation and reflecting the commitment thereto,
and the same may be recorded either before or after the compietion of wells.

5. 1 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 thcreon, or shall have completed a dry hole thereon within 60 days prior to the end of the primary terms, the lease shall
remain in force so long as operations on said well or for drilling or reworking of any additional well are prosecuted with no cessation of more than 60 con-
secutive days, and if they resuit 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 thercof
should 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 so long as such operations are prosecuted with no cessation of more than 60 consecutive davs, 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 arc 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 660 feet of and draining the lease premises, or land pooled
therewith. Lessee agrees to drill such offset well or wells as a reasonably prudent operator 'would drill under the same or similar circumstances. Lessee may
it 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 Lelow ordinary plow depth, and no well shall be
driiled within two hundred feet of any residence or barn now on said land without Lessor’s consent.

7. The rights of cither parly hereunder may be assigned in whole or in part, and the provisions hereof shalk extend to their heirs, successors and assigns
but no change or division in ownersh:p of the land or royaities, however accomyplished, shall operate to enlarge the obligautions or diminish the rights of
Lessev: anid na change or division in such ownership shall be binding on Lessee until thirty (30) days after Lessee shall have been furnished by registered
U. S. mail nt Lessec's principal place of business with a certified copy of recorded instrument or instruments evidencinyg same. In the event of assignment
hereof ir whole or in part liubility for breach of any obligation hereunder shall rest exclusively upon the owner of this lease or of a partion thereof who
com a such breach. If six or more parties become entitled to royalty hereunder, Lessec may withhold payment thercof unless and until furnished with a
recordable instrument executed by all such parties desigrnoting an ayent to receive payment for all.

. The breach by Lessce of nny obligativn arising hereunder shall not work a forfeiture or termination of this lease nor cause a termination or revision
of the mtut: created herehy nor be wrounds for canceiiation rereof in whole or in purt. In the event Lescor considers that operations are 7ot at any time
being condue ted in eomplisnee with this lease, Lessor shall notify Lessee in writing of the frets relied upon as conatituting a hreach hereof, wad Lessce, if
i defauit, :hall have sixty days after receipt of such notice in which to commence the compiiance with the obligations imposed by virtue of this instrument.
Alter the dircovery of oil or gas in paying uantities on said premiscs. Iessee snAall develop “he acrcage retained hereunder as a reasonably prudent operator
but in dischi rging this obligation it shall in no event be required to drill more than one we.l per forty (40) acres of the area retained hereunder nnd capable
of produecing oil in paying gunntities and one ¢ll per (40 acres plus an acreage tolerance not to cxceed 105, of 640 acres of the area retained hereunder
and capablie «f producing xus 1n payinyg quantities.

Tessor herehy warsints and aprees to defend the il to sajd inrd and agrees that D.ecsee at its option may discharge any tax. morteage or other lien

fl omd erther inow hole or oan o part erel in cvent Lessee does so, it shall b subrognted to such licn with the right to enforce same and apply royalties
peetinny Foercan e toward sabisfving same. Without immnrment of Lessee’s et under the wirranty in event of fajlure of title. it is agrecd thut if Lessor
owns an gnterist in the oil o ogas on, 10 or under TREY ieas than the entire fee simola estate, then the rovalties to be pnid Leasor shall be rreduced
prnpertiohoateny. Shonld any one or more of the parties nnmed ns lessors fail to execute thia lenwse, it shall nevertheless be binding upon the puarty or parties
CXCE g the e,

4 Should Tas e he prevented from complying with any express or implied rovenant ‘uf this lease, from eanducting drilling or reworking operations

the ar from Lreelneing ol or gas therefrom vy reason of searcity of or inahility to obtain or to use cauipmert or material, or by operation of force
' crel ot Poderal or state daw or oany order, roie or resulation of governmental authorite, then while sn prevented, Loessce’s obligation te comply with such
ot art bl G woepenided, emd Lessee stadl ot be lakle indamiaes for fnilure to camply therewith; nnd this lease ahall be extended while und‘ <o lonyg
T R Breventesl by any snen eiase from conducting drilling cr reworking eperations on or fram producing o1l or gax {rom the leased premises; and
e i wmile bessce 14,5y prepented ghall not be rﬁun)]mf awninst Lesace, anything in this lease to the contrary notwithstanding.

* Seg Reve de "for" Paraqrap

‘r\::‘ Q‘.’II]’.R}L()!'. this instreme is ‘exegddted on the date firat above written,

S 7

HELEN JOANCOVERPECK LEMON..ieme I
SS #4/ 525-80-0009 . i e _ R

La-ssor Lessor
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