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O11, AND GAS LEASE Roswell, New Mexico
e e ane e et e aaeen X')90 ... between

THIS AGREEMENT made this ... ]'St___ day of
WILLIS E a single man, Lessor .~ oo
.and YATES PETROLEUM CORPORATION - 70%, YATES DRILLING COMPANY
CORPORATION - 10%, and MYCO INDUSTRIES, INC. - 10% ..

. e - . Lessee, WITNESSETH:
‘Ten DolTars and No/100---=wemcomeuoomommmmmm e me oo e

l.essor in consideration of

1.
(s 10'00 v} an hand paid, of the roynlties herein provided and of the agreements of Lessee herein contained, hereby grants, leawes _nnd Jots ex-
clusively unto Laesaec fnrAllu: purpose of investugating, cxploring, prospecting, drilling and mining for and producing oil and gas, lnying pipe lines, building
roads, tanks, power stations, telephone lines und other structures thereon and on, over and across lands owned or claimed hy [assor adiacent and contiguvus

Dollars

thereto, to produce, save, take care of, treat, transport, and own said products. and housing its cmployces, the following deseribed land in

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.N.
Section 17: E/2 SE/4

2. Without reference to the commencement, 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 payments than the royaltice hercin provided, and notwithstandink any-
thinyx clse herein contained to the contrary, this lease shail be for a term of five ycars from this date (called “'primary term’) and as long thercafter us oil
or gas 13 produced from said land or iand with which said land is pooled hercunder.

3. The royalties to puid by Lessee are: {a) on oil, _3_/_1_6_ of that produced and saved from said land. the same to be delivered at the wells or to the
credit of lLessor into the pine line to which the wells may be connected: Lessee may from t.me to time purchase any royally oil in its possession, paying the
market price thevefor prevailing for the field where produced on the date of purchase: ib) on gas. inciuding casinghead ©ax or other gascous substance. pro-

duced from <aid Iand. and sabd, or used off the promises or {or the extraction of wusoline or other product therefrom. the market value at the well of 3{ 16_

of the gas xo soll or used, provided that on gas sold at the wells the rovalty shall be ;s;’ HSU( the amount realized from such sale: while there is a ras
well on this lease ur on 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 oo which said well is shut in and thereafter at annual intervals the sum of S1.00 per acre, and if such payment is made or tendered, this lease shail
rot terminate and it will be constdered that gas is being produced from this lease in paying quantities. Payment or tender of said shut-in pras rovalty may
be made by check or druft of Lessee mailed or delivered to the parties entitled thereto on or before the date said payment is due. Less~c shall have free
use of cil. gas. coa!l and water from said land, except water from Lessor's wells, for all operations hereunder, and the rovalty on cii 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 judement
it is necessary or advisabie to do so in order properly to explore, or to develop and operate said leased premises in compliance with the spacing rtules 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 pooled for oil hereunder shall not substantially exceed 40 acres each in area,
and units pooled for gas hereunder 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 Jarger than those specified, units thereafter created may conform substantially in size
with those prescribed by xovernmental reguiations. 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
need mot conform in size or area with the unit or units into which the lease is pooled or combined as to any other stratum or strata, and oil units need
not conform as to area with gas units. The pooling in 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 acreage as a pooled unit. Lessee may at its election exercise its pooling option after commencing operations for or
completing an oil or gas well on the leased premisess and the pooled unit may include, but it is not required to include. iand or leases upon which a wel)
copable of producing oil or gas in paying quantities has theretofore been compieted 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 the
land covered by this lease regardless of whether such operations for drilling were commenced or such production was secured before or after the execution
of this instrument or the instriment 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 xas,
or either of them. as herein provided, shall be treated for aii purposes, except the paymen: of royalties on production from the pooled unit, as if the sume
were included in this lease. For the purpose of computing the royaities to which owners of royalties ard payments out of production and each of them, shal!
be entitied on production of oil and gas, or either of them, Irom the pooled unit, there shal. be allocated to the land covered by this lease and inciudert :n
said ur:t a pro rata portian of the oil and gas. or eitner of them, produced from the puoled unit after deducting that used for operations on the pooled uni's.
Such allocation shall be on an acreage basis—that is to say, there shall be allocaied to the acreare covered by this lease and included in the pooled unit
. ~ro rata nortion of the oil and zas, or either of them, produced from the pooied unit which the number of surface acres covered by this lease ond
inciuded in the pooled unit hears to the total numoer of suriace acres incladed in the pocled 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 inecluded 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 produring
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 unit from
which it is producing and not from an oil pooled unit. In addition to the forezoing, Lesses 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 ta any cooperative or unit agreement or plan of deveiopment and
operation, and 1o any modifications thercof, 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 and paid on the basis of the oil or gas aliocated 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 sBuch agreemert or plan and shall be subject to the terms thereof and said
agreement or plan of operation shall te filed with the New Mexico 0il Conservation Commission, or other lawful authority, and Lessee shall record in
tne 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 compietion 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 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 %o !long as operations on said weil 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 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
should cesse from sny 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 8o 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, 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 situaterd 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 lemse premises, or land pooied
therew~ith. Lessee agrees to drill such offset well or weils as a reasonably prudent operator would drill under the same or similar circumstances. Lessee may
»t any time execute and deiiver to Lessor or place of record a reiease or releases covering any portion or portions of the above described premises and
thereoy 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 piaced 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
drilled within two hundred feet of any residence or barn now on said land without Lessor’s consent,

7. The rights of either party hercunder may be assigned in whole or in part, and the provisions hereof shal® extend to their heirs. successors and assigns
but no chanse or division in ownership of the land or royaltics, however accomplished. shall operate to enlarge the obligations or diminish the rights of

«c: and no change or division in kuch ownership sha:l be binding on Lessee until thirty «30) days after Lessee shall have been furnished by registered
U. S. mail nt Lessee’s principnl piace of business with 8 certified copy of recorded instrurnent or instruments evidencing same. In the event of assignment
hereof ir whole or in part liability for breach of any obligation hercunder shall rest exclusively upon the owner of this lease vr of a portion thereof who
commits ruch breach. If six ar more parties become e led to royslty hereunder, Lesseo may withhold payment therecof uniess and until furnished with a
recordable instrument exccuted by nil such parties designating 80 axent 1o receive paymernt for all,

<. The breach hy Lessee of any obligntion arising hereunder shall nut work n forfeiture or termination of this lease nor cause 8 termination or revimion
of the (lut - created herchy nor be grows {or ennecllntion hereof in whole or in part. In the event Lessor considers that operations are 1ot at
being condis ted in complinnee with this lease, Lessor shall notify Lessece an writing of t(he f{aste rolied upon as constituting a breach hereof, and lLewsee, if
i cefauit, hall have sixty days after receipt of such notiee in which 1o commence the compliance with the obligations imposed by virtue of this insu u.neni.
After the discovery of oil or wan 1n paying quantities on said premises. Lessec shall develop the screage retained hereunder as a reasonably prudent operator
but in divchi rging this obligation it shall in no event be required to Jdrill more than once well per forty (40) acres of the arca retained hereunder and capable
of vroducing oil in paying quantities and one well per 640 acres plua an acreage tolerance not to cxceed 10, of 640 acres of the arca retained hereunder
and capable «f producing gas 1n payiny quantities.

nny time

0. Lassor hereny warriant< and agrees to defend tne ttle to snid fund and agrees that Lessce at its option may discharge any tax. morteage or other lien

upon sl cand cithier cnowhole oroan part, ane in event Lessee does sooat Shnll e sobrowated to snch lien with the rizht to enforce same and apply rovnlties
nectant g Ferennder toward satisfying same Without ampoorment of Loessee’s rirht under the warranty in event of farlure of title. it is agrecd that if Leasor
ownk mn anterest in the o or 2as on, oo or under sanl faned dess than the ennre fee simule estate, then the rovalties to be paid Lessor shull be reduced
proportonatey, Should any one or more of the partiex named a3 l.essors fail to execute this lease, it shall nevertheless be binding upon the purty or partica
cxecalings the snrme,

1 Shenld Twiee e prevented from complying with any express or implied eovenant of this lease, from conducting drilling or reworking operatinna
therean cr from produeing ol or gas therefrom by reasnn of seareity of or inability to abrain ar to use eaurpmert or material, or by operation of force
& cre. ary Poderat or state Lbay or any ender, ruoe or resulation of governmental autherity, then while so prevented, Lesace's obligation to comply with such
coonant shadl be saepended, naid Lessee stadl nat te diahle an damages for [rilure to camply therewith: nnd this lease ahall be extended while ami <o lonyg
We e e e preventosd by any sneh enose from eonducting drillingg_or reworhing operations on or from producing ml‘nr gy from the icased premises; and
thes e while fiessce 11.:«(1{ pn-fvnlmi phnll nnlrlév cﬁunT- nxninst Lessce, anything in (his lease to the contrary notwithstandink.

ele.' R.?lv\q §Q‘u 51 'e T this inﬁlarumcg i3 lexecuted on the dute first above written.

WILLIS E. MORGAN, JR.

ss 4 5&V3’2é«?7?3

‘Leesor
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