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OIl. AND GAS L.EASE loswell, New Mexico
TI1S AGREEMENT this lst s day of. February . ... 190 between

J05ePH RENERTWOREAN, @ marvied man dealing in his s )

AN MM __amarrje_dm—an dealing in his So]eand-separateproperty, Lessor,
.and YATES PETROLEUM CORPORATION - 70%, YATES DRILLING. COMPANY.- 10%,.ABO. PETROLEUM

1. Taxsor in consideration of .
(s lO' OO ...} 1n hand paid, of the roynlties herein provided and of the asxrcements of Lessee herein contained, hereby srants, leanen and Jels ex-
ciusively unto Lassee for_thc purpase of investigating, cxploring, prospecting, drilling and mining for and producing oil and xas, laying pipe lincs, building
ronds, tanks, power stations, telephone lines and other structures thereon and on, over and acroes Jands owned or claimed by lassor udjacent and contigxuous

Dolinrs

thereto, to produce, save, take carc of, treat, transport, and own said products. and housing its employces, the following deseribed 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 rcference to the commencement, prosecution or cessantion nt auny time of drilling or other development operations and/or to the discovery, de-
velopment or cessation at any time of production of oil or wus and without further payments than the royaltica herein provided, and notwithstandinyg uny-

to-wit:

thing eise herein contained 10 the contrary, this lease shall be for a term of {ive years frem this date (ealivd "poimary teem’) and a3 jong tnercafter s ol
or gas i3 produred from said land or land with which said land is pooled hereunder.
3. The royalties to paid by Lessee are: (a) an oil, _E of that produced and saved from said land. the same to Le delivered at the wells or to tie

credit of lLessor into the pine line to which the wells may be connected: Lassee may from time to time purchase any royalty oil in its possession, paying the
market price therefar prevailing for the field where produced on the date of purchase: ib) on gas, including casinghead kas or other gascous substance, pro-

duced fram said land, and sabd, or used off the Jremises or for the extraction of gasoline or other product therefrom. the market value at the well of 3[ 16

of the gas so sold or used, provided that on zas sold at the wells the royalty shail be __ﬂlﬁuf the amount realized Trom soch sale: while there ix a 1as
well on this leate or on acreage pooled therewith but gas is not being sold or used, e¢ may pay or tender as royalty, on or before ninety {90) days aiter
the dute on which waid well is shut in and thercafter at annual intervals the sum of $1.00 per acre, and if such payment is made or tendered. this Jease shall
not terminate and it will be considered that gas is bheing produced from this lease in pxying quantitics. Payment or tender of said shut-in syas royvalty may
be made by check or draft of Lessee mailed or delivered to the parties cntitled thercto on or hefore the date said payment is due. Lessee shall have free

use of oil. gas, ¢nal and water from said land, except water from Lessor's wells, fur all operations hereunder, and the rovalty on oil and gas shall be com-
puted after deducting any ~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, hereinafter stipulated, when in Lessee’s judgment
it is 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 Oil 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 pooled for oil hereunder shall not substantially exceed 40 acres each in area,
and units pooled for gas hereunder shall not substantially excced in area 640 acres each plus a tolerance of 107, thereof, provided that should government-
al authority having jurisdiction preseribe or permit the creation of units larger than those specified, units thercafter created may conform substantially in size
with those prescribed by governmental regulations. Lessee under the provisions hereof mazy 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
need not conform in size or area with the unit or units into which the lease is nooled or combined as to any other stratum or strata, and oil units need
not conform as to area with gas units. The pooling :n one or more instances shall 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
descrining and designating the pooled acrease as a pooled unit. Lessee may at its election exercise its pooling option after commencing operntions for or
completing an oil or gas well on the leas«d premises, and the pooled unit may inciude, but it is not required to include., land or leases upon which a well
capabie of producing oil or gas in payiny quantities has theretofore been completed or upon which operations for the drilling of a well for oil or gas hav -
theretofore been 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 ths
jand covered by this lease regardiess of whether such operations for drilling were commenced or such production was secured before or after the execution
of this instrument or the instrument designating the pooied unit, shall be considered as operations for drilling on or production of oil or gas from land covered bv
this icase whether or not the well or wells ve 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, shail be treated for ail purposes, except the payment of royalties on productiorn 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, shall
be entitled on production of oi! and was, ¢r either of tnem, {rom the pooled unit, there shall be allocated to the iand covered by this lease and incluaed :n
said un:: a pro rata portion of the oil and gas. or erther of them, produced frum the poo unit aiter deducting that used for operations on the pooled uni's.
Suen ailoecation shali be on an acreage basis—that is 10 say, there shaill be allocated to the acreage covered by this lease and included in the pooled unit
that pro rata purtion of the oil and s, OF either of thein. produced {0om the pooled umit which the rker of surface acerss coverad by this iease ond
included in the pooled umiz bears to the total number of suriace acres-included in the pooied unit. Royalties hereunder shall be computed on the poriion of
such production, whether it be o1l and gas. or either of them. so ailocated to the land covered by this Jease and inciuded in the unit just as though such
production were from such land. The production from an oil well will be consicered production from the lease or oil pooled unit from which it is produring
and not as production from a gas pooled unit; and production from a gas wejl will be considered as production from the lease or gas pooled unit from
which it is producing and not from an oil pooled unit. In addition to the foregoing, Lessee at its option is hereby given 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 thereof, which have been approved by the New Mexico Oil Conservation Commission or other lawful governmental
authority. In such event, the royalty payable to Lessor hereunder shall be computed ani 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 subject to the terms thereof and said
agreement or plan of operation shal]l ke filed with the New Mexico Oil Conservation Commission, or other lawful authority, and Lessee shall record in
the County in which the leased 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 completion of wells.

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 reworkinyg operations thereon, or shall have completed n dry hole thereon within 60 days prior to the end of the primary terms, the lease shali
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 result in the production of oil or gas so0 long thereafter 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 days, and
if they result in the production of oil or gas, 8o 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 Lessec 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 auantities shouid be brought in on adjacent land and within 660 feet of and draining the lease premises. or land pouled
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
ut any time execute and deliver to Lesscr or piace 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 ali casing. \hen required by‘Lcssor, Lgssee will bury all pipe lines below ordinary plow depth. and no well shall be
drilied within two hundred feet of any residence or barn now on said land without Lessor’s consent.

7. The rights of cither party hercunder may be assigned in whole or in part, and the provisions hereof shall extend to their heirs. successors and R3igNs
but nn change or division 1n ownership of the land or roynities, however accomplished. shall operate to enlarge the obligations or diminish the rights of
Lessee: and no change or division 1n such ownership shall be binding on Lessee until thirty 130} days after Leasee shall have been furnished by registered
U. S. mail at Lessee’s principal place of business with a certified copy of recorded instrument or instruments evidencinyg same. In the event of assignment
hereof ir whole ur in part liability for breach of any obligation hercunder shall rest exclusively upon the owner of this lease or of & portion thereo! who
commits such Lreach. If six or more parties become entitled to royalty hereunder, Lesseo may withhold payment thercof unless and until furnished with a
recordable instrument executed by ail such parties designating 8n agent to receive payment for all

oo The bieach Ly leasee of any obbwation arising hereander shall not work a forfeiture or termination of this lease nor cause a termination or revision
S ecrented hereby nor be grounds for cancellation hereof in whole or in part. In the event Lezser eonciders that onerntions are 9ot At any time
being condur ed in eomplinnee with this lease, Lessor shall notify Lessee in writing of the facts relied upon as constituting a breach hereof, and Lessee, if
in default, :hall have sixty days after receipt of such notice .in which to commence the compliance with the obligations imposed by virtue of this instrument.
After the discovery of oil or gnx 1n paying quantities on said premiscs, Lessee shall develop the acrcage retained hereunder as a reasonably prudent operator
hut in dischs rging this obligation it shall in no cvent be required to drill more than once well per forty (40) acres of the area retained hereunder and capable

of producink oil in puying quantitica and one well per G40 acres plus an acreage tolerance not to cxceed 104, of 640 acres of the arca retained hereunder
and capable «f producing gas in paying quantitics.

9. Lessor herehy warrants and agrees to defend the title to siid land and agrees that Lessee at its option may discharge any tax, morteage or other lien

upon Find cither in whole «or 10 part. and in cvent Lessee does so, it shatl he subrogated to such lien with the richt to enforce same and anply royalties
necriing herrunder townrd satisfying same, Without impuorment of Lessee’s richt under the warranty in event of failure of title. it is agreed that if Lessor
ownx BN Interest in the m) or gas on, n or under sad Jand fess than the entire fee simole estate, then the royaltics to be paid Lessor shall be reduced

propertionately, Should any one or more of the parties nnmed as lessors fail to execute this lense, it shall nevertheless be binding upon the party or parties
execititig the sume,

1, Shenld Lex co he prevented from complying with any express or implied covenant of this lease, from cennducting drilling or reworking operatinns
ar fram prisineings oal or gas therefrom by reason nf searcity of or inahility ta obtain or to use ecauipmert or material, or by operation of force
Aty Podoral or ostate law or any order, rule or resulntion of governmental authority. then while sn provented, Lessec's ohligation to camply with such

e osnspenderd . nnd Tessee shadl not Le dia i odamaves for foilitre to (‘ﬂnjvly therewith: nnid this lease ahall be extended while and <o lone
TR PN vl Ly any such eanse from econducting drilling or rewarking operatinnd en or {rom producing i or gas from the lcascd premises: and
tha Lise white Jessce gs.mg pregented ghall not be cﬁun'ull axainst Lessee, anything in this lease to the contrary notwithstanding.
eg. Reverse ¢ide for Paraqraph |
TOWTTNERS W

PN SO S .
JOSEPH KENNETH. MORGAN
N VR A N S X A }

lassor . - Lessor

b lll",l’.lv.gl'. thi instrumem it ‘executed on the dute first above written, i
(1 [éc
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