shut-in gas well payments in excess of two {2) amnual periods.

THIS AGREEMENT is made the 21at day of Fla.rch 2011, betwean WINSTON PARTNERS,
LID., whose address is % MERISTEM, 601 Carlson Parkwa.y, .Suite 800, Minnetonka,
Mimmegota 55305 (hereinafter referred to as “lessor”), and MARSHALL & WINSTON,

INC., whope address is P. 0. Box 50880, Midland Texas 78710~ oeao (hereinafter -

referred to ag ‘Leesee"), as follows

1. Lessor, in consideration of Ten Dollaxrs and Nc/loo ($10 00) and
other valuable comsideration, of the ro;mll::.es herein provided, and of Lessee's
agreements hexein, hereby grants, . leéases- and lets exclusively unto lLessee fox
the purpose of investigating, exploring, prospecting, drilling for and
producing oil, gas and other hydrocarkons, laying pipelines, building tanks,
powexr stations, telephone lines and other structures thereon to produce, “pave,-

take care of, treat, transport and own said products, the following described
land in Lea County, Wew Mexico:

Tovnship 15 South, Range 34 Bast
Section 26: N/2 SE/4

For determining the amount of any payment hereinaftexr provided, said land is
estimated to comprise 80.0 acres, whether there be more or less. Bach tract,

if more than one, shall be presumed to cover the .numbexr of acres shown for that
tract. . . :

2. Subject to the other provisions hereof, this leage shall be for a
term of eix (6) monthe frem this date (hereinafter referred to as ‘“primary
term”) and as long thereafter as oill or gas is produced in paying quantities
£rom sa:.d la.nd or from 1and pooled therewith. R

b, On gas, cas:.nghead gas and a11 t:heir darivatives,» elements,
component parts and: marketable- attributea, ome-fourth (L/4th) -of the maxket
value at the place where the gas or the element involved-is sold or utilized,
payable monthly. Provided, however, that if the gas or gas and condensate is
discovered on said land, Lessee shall promptly notify Leasor of such dlscovery,
and Lessor shall have the option to take in kind. and separately market its said
royalty share of all gas and condensate produced, in lieu of receiving its
stated fract:.on of maxket value of said produqt:s.

- c. .. All oil and gas proceeds pa.yable to -Lesaor under th:.s lease
shall he without deduction..for the cost of producing,. gathering, storing,
separating, . treating, dehydratmg. compressing, processing, transporting or any
similax charge in marketing the oil and gas pz‘oduced hereunde.r:. ‘
IR . d. - while t:here ds a gae ‘well on this lease- (cla.asif.ied as such
by appropriate governmental’ autho):ity) capable of producing in paying
quantities but gas 1s not being sold or used, and thig lease is not then
otherwise being held in foxce, Lessee shall pay.or, tender as. royalty to the
owper,. of such royalty:direct to the address belaw, .on .ox hefoxe:sixty (60) days
after the date on.whichisuch well is shut in, ‘and a:u.nually thereafter, the aum
of $80.00 pex. well for- eack shutxin" gas well, and if such paym.ent is wade, it
will be considexed that gas is being ptoduced within the meaning of Paragraph 2
hexeof, .provided, that this leame may ndt'be extendad by payment of such annual

BOOK 1723 E 298
PAG Case No. -

Qil Conservation Commission

{
\‘

MW, Exhibit No. 7 _



O - O

4. It is specifically:provided that this is a paid-up lease during the
tem_ s.et out above aa ‘“primary term* and there shall be no obligation ox
liability on the Lessee to make any sghut-in royalty payment or other payment
during said primary term, and without any such payment this lease shall remain
in force and effect during said primary term.

5, Lessee may, at any time, execute and deliver to Lessor and place of
recoxrd a release or releases covering any portion or poxrtions 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. If prior to discovery of oll or gas on sald land Lessee should
drill a dry hole or dry holes thexeon, or if aftex discovery of oil or gas the
production thereof should cease from any cause, this lease shall not terminate
if Iessee commences additional drilling or reworking operations within zixty
(60) days thereafter. If, at the expiration of the primary term, oil or gas is
not being produced on sald land but Lessee is then engaged in drilling or
reworking any well, this lease shall remain in foxce smo long as such drilling
or reworking is presecuted continuously and with due diligence; and if they
result in the production of oil ox gas, sc long thereafter as oil or gas is
produced from said land in paying quantities.

7. Lessee way at any time during the term of or within six {6) months
after the expiration of this lease remove all property and fixtures, including
casing, placed by Lessee on said land.

8. If the estate of either party hereto is agsigned, and the privilege
of assigning in whole or in part is expressly allowed, the covenants hereof
shall extend to their helrs, executors, administrators, successors or aseigns.
¥o change in the ocwnership of the land ox assignment of rentals or royalties
shall be binding on Lessee until after Lessee has been furnished with a wxitten
transfer or assigoment or a copy thereof.

9. After the discovery of oil, 'gaé or othex hydi:ocarbons in paying
quantities on said premises ox on directly offsetting lands, Lessee shall
reasonably develop the acreage retained hexeunder.

. .10, All expressed and implied covenants of this lease shall be subject
to all otherwise applicable federal and state laws, executive orxders and xules
or regulations, and this lease shall not be terxminated in whole or in part nor
Legseee held liable for damages for fallure to comply therewith if compliance is
prevented by or if such failure is the result of any such law, order, rule ox
regulation,

11. This lease ls granted without warranty of title, either express or
implied, and covers only Leegox's present interest in maid land. If Lessor
owns an interest in said land less than the entire fee simple  estate, the
royalties and rentals to be paid Leasor shall be reduced proportionately.

12. Lessee is hereby granted the right to consolidate or unitize this
lease, the land covered by it or any part or parts thereof as to all stxata or
any stratum with any other contiquous land, leage, leases or part ' thereof as to
all strata oxr any stratum for the production of oil or gas. Consolidation in
one or more instances shall not exhaust the right of Lessee to consolidate this
leage or portion of the oil and gas estate into other or different units.
Units consolidated for oll hereunder shall not exceed forty (40) acres plus a
tolerance of ten percent (10%) thereof, and upits consolidated for gas
hereunder shall not exceed six hundred forty (640) acres plus. a tolerance of
ten percent (10%) thereof; provided that if any federal or state law, executive
order, rule or regulation shall prescribe a spacing pattern for the development
of the fileld or allocate a producing allowable in whole or in paxt on acreage
per well, then any such units may embrace as much additional acreage as may be
so prescribed or as may be used in such allocation or allowable. Lessee shall
file written unit designation in the county in which sald land ia located,
Drilling or reworking operations and production cn any paxt of the consolidated
acreage Bball be treated fox all puxposes hereof as if such drilling or
reworking operations were upon or such production were from the land described
in this lease, whether the well or wells be located on the land covered by this
lease or not. The entive acreage consolidated into a unit shall be treated for
all purposes, except the payment of royalties on production from the
. congolidated unit, as if it were included in this lease. In lieu of the
royalties herein provided, Léssor shall receive on production from a unit so
consolidated only such portion of the royalty stipulated herein as the amount
of its acreage placed in the unit, or his or its xoyalty interest thexein, on
an acreage basis, bears to the total acreage -so condolidated in the paxtiemlar
unit involved. FProvided, howevexr, that if any such consolidation less than all
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of the land covered hereby .is:. included in-.a unit created pursuant to this
paragraph, and if this leade’'as to the leased land lying outside the boundary
©of such unit is not otherwlse maintained in Force by some other proVision
hereof, ‘then this lease will terminate as to all land not included in such
congolidated unit, e€ffective at the end of the primary term hereof.

) 13. Lesgee agreesa -to furnish Lessor, at the request of Lessox, free of

charge, one legible .copy of any and all well or lease data, information or
xeports concerning any well, proposed well or any transaction affecting the
leased premises when such data, -information or reports become available,
including, but not limited. to, acoustical, electxical, gamma ray, neutron,
spectxal or any other type log, drilling reports, completion repoxts, potential
tests, drill stem tests, plugging and abandoning reports, proceased seismic
data; -assignments, drilling opinions, “division oxder opinions or any other
title opinions that affect title to said lands. All such data, information and
reports shall, when requested and available, be mailed dirxect to Lessor at the
address set out above.

14. At the end of the primary term, if Lessee -is engaged in drilling
~ operaticns or if Lessee has conpleted a well on the leased. premises either as a
dry hole or a commerc:.al producer within one hundred elghty (180) days prior to
the expiration of the primary term, this lease shall ‘remain in effect so long
as operations are commenced and prosecuted with a cessation of no more than one
hundred eighty (180) days between the completion of one weéll on said land as a
well capable of producing oil and/or gas in paying quantitieés oxr a dry hole and
commencement of drilling of the next well on said land. Completion shall be
considered the date. ‘the well reaches total depth. Commencement - shall be
" considered ‘the date a rig capable of reaching total depth- is placed on
location.

As used herein, the term “proration unit” means a tract allocated
by the appropriate governmental regulatory bkody to a well, which tract is of
such size as to entitle the well to a full allowable. Anything herein ta the
contrary notwithetanding, this lease will terminate at the end of the primary
term or at the end of any com:lnuous development program as herein prgvided as
to the following:

{a) " Each proration um.t on which a dry hole has been drilled and '
edch tndrilled proration unit; and

(b) All horizons below 100 feet below thé deepest depth drilled
on each proration unit.

15. At the end of the primary term or any extensions allowed hersunder
and at the request of Lessor, Lessee agrees to prepare and deliver a release of
all lands and horizons not earned under this lease.

‘This instrument may be eXecuted in any number of countérparts with the same.
force and legal effect :as if all executions were of one single instrument.

IN WITNESS 'WHEREOF, this instrument is executed on the date first above

written.

WINSTON PARTNERS, ;.TD .

by BDF e MAL wmwm/\
Steven M. Wyman, Partnér

It

?//A«sé«(.‘\./uy /( L '\xw./—J<

Frederlck Winston, Partner

ol wvede

STATE OF - TE)H*:S
' COUNTY OF MEDWDB&\\\JQ\« |
This instrument was acknowledged before me on this cZY day of March, 2011,

by STEVEN M, WYMAN, Patrtneér of WINSTON PARTNE 7L’1‘D a partnership, on behalf

of saigd partnershxp. / ‘ .
<

L

Notary’?ublm, state’ of»’l-‘exas g
(’0/&\4\5’/0

DANA CHINDA .
. NOTARY PUBLIC
STATE OF COLORADO

My Commission Expires 03/08/2013
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STATE OF MINNESOTA
COUNTY OF HENNEPIN

. o L Ly sd
This instrument wag acknowledged before me on thig 2\°

by FREDERICK WINSTON, Partner of WINSTON PARTNERS,
behalf of said partnership.

day of March, .2011,
LID., a partnership, on

Notary Public, State of Minnesota

CATHOVN A, KBLEON
Notary Public-Stato of Misnosots
My Commission Expiros
January 31, 2012

STATE OF NEW MEXICO

COUNTY OF LEA
ILED :
F ﬁ\\\\\\\\\\\ A Yy
A}
oy
APR 04 201 g,
- ; : = - [
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oo L 1A5 iy
Puge X . R ]
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LEASE EXTENSION AGREEMENT

STATE OF NEW MEXICO

COUNTY OF LEA

THIS Agreement, dated the ~ 214+  day of September, 2011, by .and between
WINSTON PARTNERS, LTD., whose address is. %. MERISTEM, 601 Carlson
. Parkway, Suite 800, Minnetonka, Minnesota 55305 (hereinafter referred
to as “Lessor”), and MARSHALL & WINSTON, -INC., whose address is P. O.
‘Box 50880, Midland, Texas 79710-0880, (hereinafter referred to .as
“Lessee”),

WITNESSETH:

WHEREAS, Lessor is the present owner of all or an undivided interest in
and to the minerals. and Lessee is the present owner of an interest. in.
and to the leasehold in that. certain Oil and Gas Lease dated March 21,
2011, being recorded in Book 1723, Page 298 of the 0Official Records of
Lea County, New Mexico, covering the following described lands:

Township 15 South, Range 34 East
Section 26: N/2 SE/4 '

AND, WHEREAS, it is the desire of the Lessor and Lessee to extend the.
primary term of said Lease as hereinafter provided;

NOW, THEREFORE, for and in consideration of the sum of Ten and No/100-
Dollars ($10.00), and other good and valuable consideration, the receipt
and sufficiency of which are hereby acknowledged, it is agreed that the
words and figures “six (6) months” appearing ih Paragraph 2 of said
Lease are hereby deleted from said Lease and. in lieu. thereof there  afe
hereby substituted therefore the words and figure “one (1) year”

Except -as amended hereby, said Lease shall rémain urnichanged, and for the
.consideration above recited: ta)’ Lessor and Lessee ratify, confirm and
adopt said Leése’as hereby amended and acknowlédge that same is'-valid,
subsisting and in full force and effect, and {b) Lessor does hereby
grant, lease and let the lands described in said Lease to Lessee, its
successors, sublessees and assigns, upon all and singular the terms and
provisions of said Lease as, amended'hereby.

This Agreement -shall be binding upon and shall. inure to the benefit of
the respective heirs, 'successors, legal representatlves, sublessees or.
a551gns of the partles hereto

Th L. L -
EXECUTED ".this the ) 22 day'of ;;WV\ “ s 2011, effective;

however as of September 21, _2011

LESSOR

- WINSTON PARTNERS, LTD.

By;féziaa/\h4:aﬂmﬂeu4

Steven M. Wyman, Partnex

f?&kasmyx\kf*;mmwa,

Frederlck Winston, Partner
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LESSEE

MA_RSHALL & WINSTON, INC.

A , ,
afhgrles Gl Rice Tom M. Brandt
- Jecretary-Treasurer . president

. 'fié"\/"‘;‘ﬁv

STATE OF COLORADO’
COUNTY OF DENVER

This instrument was: acknowledged before me on this. ;;2\2 day of |
YN IVIN , 2011, by STEVEN M. WYMAN, Partner of WINSTON

PARTNERS, LTD., a partnership, on behalf-ofsgaid partnership.
STy, - ' : - (!j’ )
5 - )
o

i
Notary=Bublic

State of Color'a%f
&xP Qa%-20 1=

......

R ]
. ai \O0
6‘"' BL\ ) ?‘0

o'c...-‘n

STATE OF MINNESQTA
COUNTY OF HENNERIN - S

\'Ifbis’ instrument was &ckncwledged before me on this A3 day of

) €l 1 fotn , 2011, by FREDERICK WINSTON, Partner of WINSTON b
PARTNERS, LTD., a partnérship,” on behalf of said partnership.
1S P P L

P N Melin
DEBORAH R. LUCAS § NOtary Public

g Notary Public-Minnesota §-. State of Minnesota

. My Commission Explres Jan 31, 2015 3. a

STATE OF TEXAS

COUNTY OF MIDLAND

This instrument was acknowledged before me on this the, E)m day of
D@M , 2011 by TOM M. BRANDT, President of MARSHALL & WINSTON,
INC., a Nevada corporation, on behalf ‘of said corporation.

GINAL BROOKS , (}\h )\[)\fje @%ﬂb
Q&Tr%;g&l% .. Notary Public, State of Texas

My Commission Expires 08-18-2012

~ BOOK 1749 pAce 765



