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OIL & GAS LEASE :
- !
THIS AGREEMENT made this 2nd day of May, 2011 between BRIAN SCOTT MANNING, TRUSTEL OF THE BRIAN SCOTT MANNING LIVING
TRUST DATED NOVEMBER 4, 2010, whosa addross is PO BOX 52012, IRVINE, CALIFORNIA 92610 horein called lessor (whether
cne or more) and DHA, L.L.C., 500 West Wall Street, Suite 300, Midland, Texas 79701, lesaee;

1. Zlassor, in consideration of TEN AND OTHER DOLLARS in hand paid, receipt of which is here acknowledged, and of
the royalties herein provided and of the agreements of the lessee hexein contained, hereby granta, leases and lats
exclusively unto lsssee for the purpose of investigating, explering, prospaoting, drilling, and opexating for and
producing oil and gas, injecting gas, watera, other fluids, end air inte subsurface strata, laying pipelines,
storing oil, building tanks, roadvays, telsphone lines, and othar structuras and things thereon to producs, .save, B
take cara of, treat, process, store and transport said minerals, thae following described land in EDDY County, MNew
Mexico, to=-wit:

Township 10 Beuth Rangs 26 East, N.M.P.K. ‘
‘
Secticn 07: LOT 1, LOT 2, E2NW, NEG AND E265 i
f

8aid land is estimated to comprise 398.85 mcres, whether it actually comprises more or 133:.

2. Gubject to the other provisions hexein centained, this lease shall remain in foree £or 8 terxm of threo (3)
years from this date (called primary term") and as long thereafter as oll or gas is produced £rom seid land ox f£ram
land with which said land {3 pooled. 1‘

i

3. The rovalties to be paid by lessee are: (&) on oil, snd other liquid hyd.:amhma“ saved at the well, ONE-
FOURTH (1/4) of that produced and saved from suld land, same to be delivered mt the walls ér to the credit of lessor
in the pipeline to which the wells may bo connected; (b) on gas, including casinghead gas or other gaseous gubstance
produced from gaid land mand usad off the premises or used in the manufmoture of gasoline or othor products, the
market value at the well of ONE-FOURTH (1/4) of the gas used, provided that on gas sold on or off the pramises, tha
Toyalties shall be ONE-FOURTH (1/4) of the amount xealized fxom such sale; {(c) and at any time when this lease de
not validated by other provisions hereof and there is & ges and/or condenszte wall on aaid land, or land pooled
therewith, but gas or condensate is not baing 8o sold or used and such well 4s shut in, either befors or aftar
production therafrom, then on or bafore 90 days after sald well is shut in, and thereafter at anmial intervals,
lesses may pay or tender an advance shut-in royalty equal to $1.00 per net scre of lessor's gas acreage then held
under this lease by the party making such payment or tander, and so¢ long as said shut-in royalty is paid or
tondored, this lease shall not terminate and it shall be =onsidersd under all clauses herecf that gas is being
produced from the leased premisas in paying quantities. Iach such payment shall ba paid or tandared to the party or
partios who at the time of guch payment would be entitled to raceive the royalties which)would be peid under this
lease if the well were in fact producing. The paymsnt or tender of xoyelties and shut~in| royalties may be made by
chack or dxaft. Any timely payment ox tender of shut-in xoyalty which is made in n bona fide atktempt to make proper
payment, but which is errcnecus in whole or in part as to parties or amounts, shall nevarthaless be sufficient to
provent termination of this lease in the same s though a ¥ payment had been made if lessea ehall
correot such error within 30 days after lessee has recelved written notice thereof by certified mail from the party
or parties entitled to receive payment together with such written instruments (ox certifisd copies thexecf) as are
necassary to onadle lessee to make proper p t. The t realized from the sale of gas oo or off the pranises
shall be tha price ostablished by the gas sales contract entersd inte in good faith by lessee and gas purchaser for
eguch term and under such gonditione as are customary in tha industry. "Price" shall mean the net amount received by
lesses after giving effect to applicable zegulatory oxdars and aftor application of any npﬁumxe pxice adjustoants
specified in such contract or requlatory ozders. In the avent lassoe compresses, treats, purifies, or dehydrates
such ges (whather on ox off the laased promises) or transports gas off the leamsed premises, lessee in eomputing
xoyalty heraunder may deduct from such price @ reasonable charge for each of such functions performed.

4. This is a pald-up lease and lesaes shall not be cbligated during the primary term hereof to cemmence o .
any op jons of wha h or to make mny payments hersunder in order to maintain this lease in
force during. tha primary torm; howsvexr, this provision ig mot intanded to relieve leune}!o! the cbligation to pay

royslties on actual production pursuant to the provisions of Paragraph 3 hereof.

[

5. L is hexeby g d the right and power, from time to time, to pool or comhine this lezse, the land
covered by it or ony part or horisen thereof with any other land, lemses, mineral estates or parts thereof for ths
production of oil or gas. Units pooled hereundaer ghall not @ a d ion unit fLixed by law or by
tha 0il Conservation Division of the Energy and Minerals Department of the State of New Mexico or by eny other
lawful authority for the pool or srea im which said land is si d, plus a tol of ten p . Tepson shall
file writton unit designatd in the in which the premises axe located snd such units may be designated Sxon
tims to timoe and either before or after the complaetion of wells. Drilling operations on or production £rom any part
of any such unit shall be considered for all purposes, except the payment of royalty, a3 operaticns conducted upon
ox production from the land descrided in this lease. There shall be alloocated to the lend covered by this lease
included in any such unit that portion of the total production of pooled minerals from wells in the unit, after
deducting any used in lease or unit operations, which the nat oil 6r gas acreaga in the land covexed by this lesage
included in the unit bears te tho total number of surface aocres in the unit. The production so allocated shall be
considered for all purposes, including the payment or delivery of royalty, to be the entira production of pooled

zinexels ‘from“the portion’ of-said land covered hereby and included in said unit in the same manner as though N
" pzoduced £rom seid land under the texns of this lease. Any pooled unit designated by lessee, as provided hezein, . -9
may be dissolved by lassae by ding an app iate instrument in the Ceunty where the land ip situated at any .\Q
time after the completion of a dry hole or the cassation of production on sald unit. ' ,\A
6. If ut the expiration of the primary term thare is ne well upon sald land capable of producing eil or gua, but . Q ™~
lessee has commenced operations for drilling or reworking thereon, this lease shall remain in forcae so long as < ™~ .§
one are ted with no cessation of more than €0 ive days, such g jons be on the same ‘L\'o ,? ~
well or on a diffarent or additional wall or wells, and if they result in the proaucqu of oll or gas, sv long o
thereafter as oil ox gas 48 produced £rom meid land, 1If, after the expiratien of the primary term, all wells vpon é w Qh
said lead should b 4 pable of producing for any cause, this lease shall not terminato if lesees commsncas & W ™~ Q
operations for additional drilling or for zaworking within 60 daye thereafter. If any drilling, additfonal [} (%) é o
drilling, or xeworking opexations h result in ion, then this leasa shall remain in full force so long & '? Q o \
thersafier as olil or gas is produced hexsunder. . c’o @ s s ‘
.7. Lesase shall have free uge of 0il, gaas snd water from said land, except watexr from lessor's welle and tanks, -§ 0# -,\9 (90 (=) \
for all operatione hexeundsr, and the xoyalty shall be computed after deducting any 8o used. XLeases shall have the ' X o Q (] N e |
zight at any time during or after the expiration of this leass to remove all property and fixtures placed by lessee Q e 0 O{N \

on said land, including the right to draw and xemove all casing, When required by lessor, lessee will bury all pipe Q5

lines on cultivated lsnds bhelow ordinary plow dupth, and no wall shall be drilled within two hundred feot {200 ft.) W

of any rosidance or barn now on said land twithout lessor's consent. lLessor shall have the privilegs, at his risk ,g) Ar
and expense, of using gas from any gas wall on said land for stovas and inside lights in the principal dwelling B o) 4 a QI
thereon, out of any ourplus gas not neeced for operations hersundex. I %

B. The zights of either party hereunder msy ho assigned in vhole or in part and thq{ provisions hexeof shall
. : P
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extend to their heirs, tors, admini and luigns, but no change in the ownership of the land
or in the ownorship of, oz rights to zreceive, :ayalta.ee or ehut~in royalties, howovor meoomplished shall operate to
enlarge the obligations or diminieh the xights of lesseo; and no guch change or divisicn shall be binding upon
legoeo £0r any purpose until 30 days after lessee has boen furnished by certified mail at lessee's principal place
of business with acceptsbla instruments or na:tit:.ad -::vpieu thereof constituting the |chain of title from the
riginal lessor. If any such in o Ship -the death of the ownex, lesses may, at its optdon,
y or tender any royalties or shut-in xoyalties in ﬂls neme of the deceased of to hia éstate oxr to his heirxa,
scutor or administratoxr until such time as lesses has been furnished with evidence aat:.afu:tazy to lessoe as to
«8 peracns entitled to such gums., An masignment of thie lemse in whole or in part ghall, to the extent of such
assignment, zelieve and discharge lessee of any cbligations heroundsr and, if lassoa or assignee of part or parts
heraof shall £3il or make default in the payment of the proporticnats pert of xoyalty or shut-in royalty due from
such legsae or aspignee or £ail to comply with any of the provisions of this leade, such default shall not mffect
thio lease ingofar as it covers a part of said lands upcn which lessee or any assignee thsreof shall properly comply
or make such paymntu.

9. should lessee be p:svem:ed from cmpl.y.tng with any' expzess or implied covenant of this lease, or f£rem
conducting drilling or ing der, or from producing oil or gas hexoundar by reason of searcity
or inability to obtain or use equ:.mnt or material, or by opuration of force majeurs, or by sny Redaral or state
law or any ordar, rule or regulation of governmental amuthority, then while eo pravanted, lessac's duty shall be
suspended, and legses shall not bhse liable for failure to comply therewith; and this leasa shall be extended while
ond 80 long as lessee is prevented by any such cause from conducting dxilling ox :m:um; cperations or fxom
producing oil or gas hersunder; and the time while lessse is 80 preventsd shall not ba countad against lessee,
nnyr.hinv in this lease to the contrary motwithstanding,

4
/

10, L hereby ts mnd ag. to dafend the title to said land and agroes that lessee at is option may
discharge any tax, mrtgage oz othor lien upon said land, and in ths event lagsea does go it ¢hall ba subrogatad to
such lien with the right to enforce sama and to apply royalties and shut-in royaltias payeble hereunder toward
satisfying same. Without impairment of lessee's rights under the warranty, if this lease covers a less interast in
tho oil and grag in all or any part of said land than the entixe and undivided fee simple estate (whather Lessor's
intereat is herein specified or not) then the reyalties, shut-in rzoyalty, and other payments, if eny, accruing Zroa
any part 82 to which this lease covers less than such full interest, shall be paid only in the proportion which the
intereat therain, if any, covexed by this lease, bears to the whole and undivided fee u.mpla estate therein. Should
any one of mora of the parties named above as leasoxs fail to execute this lease, it ehsll neverthelaess ba binding
upon the party or parties executing the sama. ”

11, Lespen, its ox his succassors, heirs and mssigns, shall have the Tight at any time u: surrender this lease, in
whole or in part, to lassor or his hairs, succassors, and assigns by delivering or mu.nm a release thereof to tho

lessor, or by placing & release th of d in the ty in which said lund is lit\utedr theraupon J.nuu
shall be selieved from all ohnqaucm, oxp:eand ox S.nplied, of this sy t ae to end
thereafter the shut-in royalty payable h shall ed n the proportiecn that the ao:enqe covered hareby

ia reduced by said release or releases.

Executed the day and you' first sbove written,

TVEE C

INDIVIDUAL ACKNOWLEDGMENT (New Mexico Short Form)

/"w:‘ "OW§wh ot; ‘

e My Commigsion Expiras 2l

\ !

Pleace se sl Califoumia, Ackmnwled ot
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ACKNOWLEDGMENT
|
State of California !
County of __LOS ANGLELES )
on_May5, 2011 ___ before me, _Ronald G. Patton, Notary Public -

(insert"‘{name and title of the officer)
personally appeared ___Brian Scott Manning , Trustee : ,
who proved to me on the basis of satisfactory evidence to be the personé8) whose name(s) is/are-
subscribed to the within instrument and acknowiedged to me that he/sheftirey-executed the same in
histerftheir authorized capacitytiesh and that by hxs/heffthar signature¢s) on the instrument the
personm; or the entity upon behaif of which the personf) acted executed the instrument.

| certify under PENALTY OF PERJURY under the laws of the State of California that the foregoing
paragraph is true and correct .

WITNESS my hand and official seal.

Signature Mg% (Seal) §}
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Exhibit “A" to that certain Oil and Gas Lease (“Lease”) dated 2rd day of May, 2011, by
and between Brian Scott Manning, Trustee, The Brian Scott Manning Living Trust dated
November 4, 2010, as Lessor, and DHA, L.L.C,, as Lessee, attached to and made a part
hereof, covering the lands described in said Lease. Notwithstanding anything contained
herein to the contrary, wherever the following provisions or those made to the Lease and
initialed by the parties are inconsistent with the printed portions of the subject Lease, the
following provisions and those initialed by the parties shall control and app]y !

1, SHUT-IN ROYALTIES: Only a well capable of producing gas in paying quantities may
be shut-in. Lessee may perpetuate this Lease by the payment of shut-in royalties only in
cases where there is a lack of market to sell said gas, no pipeline is available to transport
gas to market or where governmental restrictions prohibit Lessee to market and gell said
gas. Lessee shall not maintain this Lease by the payment of shut-in royalties for a
period greater than two (2) consecutive years, or a total of twenty-four (24) cumulative
months, without Lessor's prior written consent. The failure to pay any shut-in royalty as
herein provided, or the failure to commence actual production in paying quantmes from
any shut-in well on or before the expiration of the shut-in periods a]lowed under this
paragraph, shall cause the automatic termination of this Lease insofar as same shall
cover the land included within the proration unit upon which shut-in well is established,
whether or not this lease remains within its primary term at the time. !

2. POOLING: In the event a portion of the land leased herein is pooled with ot.her lands so

- a8 to form a pooled unit or unite, operations on or production from such\umt or units
shall maintain this Lease in force only as to the land included in such unit or units. A
copy of each written unit designation filed pursuant to Paragraph b of the Lease shall be
provided to Lessor.

8. DEFINITIONS:

8. As used herein, the term “minerals” shall mean oil, gas and other\ hydrocarbon
substances;

b. As used herein, the term “drilling" or “drilling operations” shall mean the actual
operation of drilling in the ground with equipment capable of prosecuting same to
a depth necessary to adequately test one or more of the potential oil and/or gas
bearing formations in the area;

. ¢ As used herein, the term "production” shall mean an amount of oil andlor gas
which yields a profit to Lessee after deducting all operating and marketing costs
associated with the amount of oil and/or gas produced from the leased lands;

4. RETAINED ACREAGE: Subject to the provisions as herein provided, at the expiration
of the primary term hereof, this Lease shall terminate as to all of the leased lands, save
and except the lands then assxgned 10 a proration \ihit wpon which there is located a well
producing oil and/or gas in paying quantities. Further, as to each such unit, this Lease
shall terminate as to all depths one hundred (100) feet below the deepest zone or stratum
then producing in a well Lessee has theretofore -drilled thereon or on lands pooled
therewith, which zone or stratum is to be identified from the electric log orlogs of said
well.

5. COVENANT TO DEVELOP: Lessee agrees to adequately protect the oil a&gﬁ gas under
the leased land from drainage from adjacent lands, being those which have a common
corner or corners with the leased land. For the purposes hereof, Lessee agrees that any
well brought in on adjacent lands which bottom hole is located within six hundred sixty
(660) feet of the leased land ghall result in drainage to said land, and Lessee agrees to
dxill such offset wells as are reasonably necessary to protect the leased land.!

6. Lessor shall have the right to inspect and copy all records of Lessee relating to the
amaunt, value and sale of the oil or gas produced from the leaged land.

7. RELEASE ON TERMINATION: Within thirty (30) days after this Lease terminates for
any reason, as to any or all of the leased land, Lessee shall execute and place of record in
the Office of the County Clerk of the County where the land is located a release of this
Lease covering such portion of the lsased land upon which the lease term has
terminated, and shall deliver a copy of such recorded release to Lessor.

8. ASSIGNMENT: Within thirty (30) days of any assignment of this Lease, Lessee shall
notify Leasor in writing of seid assignment and provide ta Lessor a recorded:copy thereof.
The rights of Lessee may be assigned in whole or in part. However, no assiéhment of any
portion of or interest in this Lease shall xelease or discharge Lessee or any other assignor
from any liability or obligation to Lessor under this Lease with reference to the portion or
interest assigned, including, but not limited to, the payment of associated royalties and
the obligation to plug and abandon any well on the assigned premises which ceases to
produce and restore said premises 10 as near its original condition as practlcable upon
lease termination.
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9. DAMAGES: Upon request, Leesee shall pay to Leasor, at Lessor's address lof record, for
all damages resulting from Lessee's operations on the leased land.

10. WARRANTY OF TITLE: This Lease is made without warranty of title, elther express or
implied.

AGREED TO AND ACCEPTED BY:
LESSOR: . LESSEE:

THE BRIAN SCOTT MANNING LIVING TRUST  DHA,LLC. ’
DATED NOVEMBER 4, 2010

+

TTEE

%rian foott Manning, ’Iy\stee

oM MO: 1108187 STATE |
IR SRS ,
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DRRLENE ROSPRIN, COU H
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