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O I L t GAS LEASE 

T H I S AGREEMENT made t h i a 27 t h d a y o f M a r c h , 2 0 0 1 b e t w e e n Made l i n o S t o k e d , d e a l i n g w i t h h a t s g l e > r r i a e p a r a t e 
P r o p e r t y , whoaa a d d r e s s g . Q. Box i l l 5 c _ Ozona . T e x a s h e r e i n c a l l e d l e s s o r ( w h e t h e r one o r m o r e ) a n d James 
p7 M u f f , P . _ 0 . B o x 70S, M i n e o l a , T e x a a 7 5 7 7 3 , l e s s e e ; 

1 . L e s s o r , i n c o n s i d e r a t i o n o f TEN AND OTHER DOLLARS i n h a n d p a i d , r e c e i p t o f w h i c h i a h e r e a c k n o w l e d g e d , a n d 
o f t h e r o y a l t i e s h e r e i n p r o v i d e d a n d o f t h e a g r e e m e n t s o f t h e l e a a t e h e r e i n c o n t a i n e d , h e r e b y g r a n t s , l e a s e s a n d 
l e t s e x c l u s i v e l y u n t o l e a s e e f o r t h e p u r p o s e o f i n v e s t i g a t i n g , e x p l o r i n g , p r o s p e c t i n g , d r i l l i n g , a n d o p e r a t i n g f o r 
a n d p r o d u c i n g o i l a n d g a a , i n j e c t i n g g a a , w a t e r s , o t h e r f l u i d s , a n d a i r i n t o s u b s u r f a c e s t r a t a , l a y i n g p i p e l i n e s , 
a t a r i n g o i l , b u i l d i n g t a n k s , r o a d w a y s , t e l e p h o n e l i n e s , a n d o t h e r a t r u c t u x e a a n d t h i n g s t h e r e o n t o p r o d u c e , s a v e , 
t a k e c a r e o f , t r e a t , p r o c e s s , s t o r e a n d t r a n s p o r t s a i d m i n e r a l s , t h e f o l l o w i n g d e s c r i b e d l a n d i i i L e a C o u n t y , New 
M e x i c o , t o - w i t ; 

T o w n a h i p 16 S o u t h . Range 35 E a a t f N . M . P . M . 
S e c t i o n 1 3 i 3 E / 4 *~ 
S e c t i o n 2 3 ; S E / 4 
S e c t i o n 2 4 i NW/4 S W / 4 , WW/4NE/4 
S e c t i o n 2 5 ; NW/4 
S e c t i o n 2 6 i N E / 4 

S a i d l a n d I s e s t ! m a t e d t o c o m p r i s e 7 2 0 ^ 0 0 a c r e s , w h e t h e r i t a c t u a l l y c o m p r i s e s m o r e o r l e s s . 

2 . S u f a r e c t ^ o t h e o t h e r p r o v i s i o n s h e r e i n c o n t a i n e d , t h i s l e a s e s h a l l r e m a i n i n f o r c e f o r a t e r m o f t h r e e ( 3 ) 
y e a r s t r d J 4 t « * ? . 7**, 2 0 0 1 ( c a l l e d " p r i m a r y t e r m " ) a n d as l o n g t h e r e a f t e r aa o i l o r g a s i s p r o d u c e d f r o m s a i d l a n d o r 
f r o m l a n d w i t h w h i c h s a i d l a n d i s p o o l e d . 

3 . The r o y a l t i e s t o b e p a i d b y l e s s e e a r e : l a ) o n o i l , a n d o t h e r l i q u i d h y d r o c a r b o n s s a v e d a t t h e w e l l , t h r e e -
s i x t e e n t h s Q / l f i t h s ) o f t h a t p r o d u c e d a n d s a v e d f r o m s a i d l a n d , same t o b e d e l i v e r e d a t t h e w e l l s o r t o t h e c r e d i t 
o f l e s s o r i n t h e p i p e l i n e t o w h i c h t h e w e l l s may b a c o n n e c t e d ; (b ) o n g a s , i n c l u d i n g c a a i n g h e a d gas o r o t h e r g a s e o u s 
s u b s t a n c e p r o d u c e d f r o m s a i d l a n d a n d u s e d o f f t h e p r e m i s e s o r u s e d i n t h e m a n u f a c t u r e o f g a s o l i n e o r o t h e r 
p r o d u c t s , t h e m a r k e t v a l u e a t t h e w e l l o f t h r e e - s i x t e e n t h a ( 3 / 1 6 t h a ) o f t h e gaa u s e d , p r o v i d e d t h a t o n gaa s o l d o n 
o r o f f t h e p r e m i s e s , t h e r o y a l t i e s s h a l l b e t h r e e - s i x t e e n t h s ( 3 / l 6 t h a ) o f t h e a m o u n t r e a l i z e d f r o m s u c h s a l e , ( c ) 
a n d a t a n y t i m e w h e n t h i s l e a s e i s n o t v a l i d a t e d b y o t h e r p r o v i s i o n s h e r e o f a m i t l i e r e i s a gas a n d / o r c o n d e n s a t e 
w e l l o n s a i d l a n d , o r l a n d p o o l e d t h e r e w i t h , b u t gaa o r c o n d e n s a t e i s n o t b e i n g s o s o l d o r u s e d a n d s u c h w e l l i s 
s h u t i n , e i t h e r b e f o r e o r a f t e r p r o d u c t i o n t h e r e f r o m , t h e n o n o r b e f o r e 90 d a y s a f t e r s a i d w e l l i s s h u t i n , a n d 
t h e r e a f t e r a t a n n u a l i n t e r v a l s , l e s s e e may p a y o r t e n d e r a n a d v a n c e s h u t - i n r o y a l t y e q u a l t o $ 1 . 0 0 p e r n e t a c r e o f 
l e s s o r ' s ga s a c r e a g e t h e n h e l d u n d e r t h i a l e a s e b y t h e p a r t y m a k i n g s u c h p a y m e n t o r t e n d e r , and s o l o n g as s a i d 
s h u t - i n r o y a l t y i s p a i d o r t e n d e r e d , t h i a l e a s e s h a l l n o t t e r m i n a t e a n d i t s h a l l b e c o n s i d e r e d u n d e r a l l c l a u s e s 
h e r e o f t h a t ga s i s b e i n g p r o d u c e d f r o m t h e l e a s e d p r e m i s e s i n p a y i n g q u a n t i t i e s . E a c h s u c h p a y m e n t s h a l l b e p a i d 
ox t e n d e r e d t o t h e p a r t y o r p a r t i e s who a t t h e t i m e o f s u c h p a y m e n t w o u l d b e e n t i t l e d t o r e c e i v e t h e r o y a l t i e s w h i c h 
w o u l d be p a i d u n d e r t h i s l e a s e i f t h e w e l l w e r e i n f a c t p r o d u c i n g . H i e p a y m e n t o r t e n d e r o f r o y a l t i e s a n d a h u t - i n 
r o y a l t i e s may b e made b y c h e c k o r d r a f t . A n y t i m e l y p a y m e n t o r t e n d e r o f s h u t - i n r o y a l t y w h i c h i s made i n a b o n a 
t i d e a t t e m p t t o make p r o p e r p a y m e n t , b u t w h i c h i s e r r o n e o u s i n w h o l e o r i n p a r t as t o p a r t i e s o r a m o u n t s , s h a l l 
n e v e r t h e l e s s b e s u f f i c i e n t t o p r e v e n t t e r m i n a t i o n o f t h i s l e a s e i n t h e same w a n n e r as t h o u g h a p r o p e r p a y m e n t h a d 
b e e n made i f l e s s e e s h a l l c o r r e c t a u c h e r r o r w i t h i n 30 d a y s a t t e r l e s s e e h a s r e c e i v e d w r i t t e n n o t i c e t h e r e o f b y 
c e r t i f i e d m a i l f r o m t h e p a r t y o r p a r t i e s e n t i t l e d t o r e c e i v e p a y m e n t t o g e t h e r w i t h s u c h w r i t t e n i n s t r u m e n t s ( o r 
c e r t i f i e d c o p i e s t h e r e o f ) as a r e n e c e s s a r y t o e n a b l e l e s s e e t o make p r o p e r p a y m e n t . The a m o u n t r e a l i z e d f r o m t h e 
s a l e o f g a s o n o r o f f t h e p r e m i s e s s h a l l b e t h e p r i c e e s t a b l i s h e d b y t h e r j a a s a l e s c o n t r a c t e n t e r e d i n t o i n g o o d 
f a i t h b y l e a s e * and gas p u r c h a s e r f o r s u c h t e r m a n d u n d e r s u c h c o n d i t i o n s as a r e c u s t o m a r y i n t h e i n d u s t r y . " P r i c e " 
s h a l l ttusan t l i e n e t aaaount r e c e i v e d b y l e s a e e a f t e r g i v i n g e f f e c t t o a p p l i c a b l e r e g u l a t o r y o r d e r s a n d a f t e r 
a p p l i c a t i o n o f a n y a p p l i c a b l e p r i c e a d j u s t m e n t s s p e c i f i e d i n s u c h c o n t r a c t o r r e g u l a t o r y o r d e r s . i n t h e e - r w t 
W « « w * a w a e m a w , i i a a f t a , p u j e i i i e « F • o t d e h y d c a e e g - a n c t r g a s — ( w h e t h e r m r o r ' OCT LUe l c a a e U V - t m i ^ J ) " m . L i c m s p v u l s 

- w a n m i i Che l e a j t e d ' p r ^ n t i a ^ r j ? — l e s s e e i i r c m i y n t r J U j - x u y M l t y trex e m u e i - mary d e d u u i L i v m J W . I I p i i i . t a r u a j o u a b i e — e h a r t p : -
f r i r ftArV) n f - . . , . r - h f t i r . r i f i . T n p . . 

4. This i a a paid-up lease and lessee a h a l l not be o b l i g a t e d d u r i n g the primary term hereof t o commence or 
continue any operations o f whatsoever character or t o make any payments hereunder i n order t o maintain t h i a lease 
i u force d u r i n g the primary term; however, t h i s p r o v i s i o n i s not intended t o r e l i e v e lessee of the o b l i g a t i o n t o 
pay r o y a l t i e s on a c t u a l product i o n pursuant t o the p r o v i s i o n s of Paragraph 3 hereof, 

5. Lessee i s hereby granted the r i g h t and power, from time t o time, t o pool o r combine t h i s lease, t he land 
covered by i t or any p a r t or horizon t h e r e o f w i t h any other land, leases, mineral estates or pa r t s thereof f o r the 
p r o d u c t i o n of o i l or gas. Units pooled hereunder s h a l l not exceed the atai-datd p r o r a t i o n u n i t f i x e d by law or by 
the O i l Conservation D i v i s i o n o f the Energy and Minerals Department o t the State o f Mew Mexico a i tay any other 
l a w f u l a u t h o r i t y f o r the pool or area i n which said land i s s i t u a t e d , plus a tolerance of ten percent. Lessee s h a l l 
f i l e w r i t t e n u n i t designations i n t h e county i n which the premises are located and such u n i t s may be designated from 
time to time and e i t h e r before or a f t e r t l i e completion of w e l l s . D r i l l i n g operations on or production from any p a r t 
of any such u n i t s h a l l be considered f o r a l l purposes, except the payment o f r o y a l t y , as operations conducted upon 
or p r o d u c t i o n from the land described i n t h i s lease. There s l i a l l be a l l o c a t e d t o the land covered by t h i s lease 
included i n any suet, u n i t t h a t p o r t i o n o f the t o t a l p r o d u c t i o n of pooled minerals from w e l l s i n the u n i t , a f t e r 
deducting any used i n lease or u n i t operations, which the net o i l or gas acreage i n the land covered by t h i s lease 
included i n the u n i t bears t o the t o t a l number of surface acres i n the u n i t . The p r o d u c t i o n so a l l o c a t e d a h a l l be 
considered f o r a l l purposes, i n c l u d i n g the payment oc d e l i v e r y o f r o y a l t y , t o be t h e e n t i r e p r o d u c t i o n of pooled 
minerals from the p o r t i o n o f sa i d land covered hereby and in c l u d e d i n s a i d u n i t i n the same manner as though 
produced from s a i d land under the terms o f t h i a lease. Any pooled u n i t designated by lessee, as provided h e r e i n , 
may be d i s s o l v e d by lessee by re c o r d i n g an appropriate instrument i n the County where the land ia s i t u a t e d at any 
time a f t e r the completion o f a d r y hole or t l i e cessation o f p r o d u c t i o n on s a i d u n i t . 

6. I f a t the e x p i r a t i o n of the primary term there i s no w e l l upon said land capable of producing o i l or gas, but 
lessee has coaawmced operations f o r d r i l l i n g or reworking thereon, t h i s lease s h a l l remain i n f o r c e so lo n g as 
operations are prosecuted w i t h no cessation of more than 60 consecutive days, whether such operation* bo on the same 
w e l l or on a d i f f e r e n t or a d d i t i o n a l w e l l or w e l l s , and I f they r e s u l t i n t h e p r o d u c t i o n o f o i l or gas, so long 
t h e r e a f t e r as o i l or gas i s produced from s a i d laiaJ. I f , a f t e r the e x p i r a t i o n oc tho primary term, a l l w e l l s upon 
sai u land should bucome incapable o f producing f o r any cause, t h i s lease a h u l l not t e r m i n a t e i f lessee coaameuces 
operations f o r a d d i t i o n a l d r i l l i n g or f o r reworking w i t h i n 60 days t h e r e a f t e r . I f any d r i l l i n g , a d d i t i o n a l 
d r i l l i n g , or reworking operations hereunder r e s u l t i n production, then t h i s lease s h a l l remain i n f u l l force ao long 
t h e r e a f t e r as o i l or gas I s produced hereunder. 

7. Lessee s h a l l have f r e e use of o i l , gas and water from s a i d land, except water from lessor's w e l l s and tanks, 
f o r a l l operations hereunder, and the r o y a l t y s l i a l l be computed a f t e r deducting any so used. Leases s l i a l l have the 
r i g h t at any time d u r i n g or a f t e r the e x p i r a t i o n o f t h i s lease t o remove a i l p r o p e r t y and f i x t u r e s placed by lessee 
on said land, i n c l u d i n g the r i g h t t o draw and remove a i l casing. Uien required by lessor, leasee w i l l bury a l l pipe 
l i n e s on c u l t i v a t e d lands below o r d i n a r y plow depth, and no w e l l s h a l l be d r i l l e d w i t h i n two hundred feet (200 f t . ) 
of any residence or bam now on sa i d land without lessor's consent. Lessor s h a l l have the p r i v i l e g e , at h i s r i s k 
and expense, of using gas from any gaa w e l l on s a i d land f o r stoves and i n s i d e l i g h t s i n the p r i n c i p a l d w e l l i n g 
thereon, out of any surplus gaa noc needed f o r Operations hereunder. 

8. The r i g h t s o f e i t h e r p a r t y hereunder may be assigned i n whole or i n p a r t and the p r o v i s i o n s hereof s h a l l 
extend to t h e i r h e i r s , executors, a d m i n i s t r a t o r s , successors and assigns; but no change i n the ownership of the land 
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or i n the ownership o f , or r i g h t s t o rec e i v e , r o y a l t i e s or s h u t - i n r o y a l t i e s , however accomplished s h a l l operate 
to enlarge the o b l i g a t i o n s or d i m i n i s h the r i g h t s o f lessee; and no audi change or d i v i s i o n s h a l l be b i n d i n g upon 
leasee f u r any purpose u n t i l 30 daya a f t e r lessee has been furnished by c e r t i f i e d m a i l <tt lessee's p r i n c i p a l place 
of business w i t h acoeptable instruments or c e r t i f i e d copies t h e r e o f c o n s t i t u t i n g the chai n o f t i t l e from the 
o r i g i n a l lessor. I f any auch change i n ownership occurs through the death of tli e owner, lessee may, at i t s o p t i o n , 
pay ar tender any r o y a l t i e s or shut - i n r o y a l t i e s i n the name o f the deceased or t o h i s estate or t o h i s h e i r s , 
executor or a d m i n i s t r a t o r u n t i l audi time as lessee has been f u r i i i s l i e d w i t h evidence s a t i s f a c t o r y t o lessee as t o 
tha persons e n t i t l e d t o such sums. An assignment o f t h i s lease I n whole or I n p a r t s h a l l , t o the extent o f such 
assignment, r e l i e v e and discharge lessee o f any o b l i g a t i o n s hereunder and, i f lessee or assignee o f p a r t o r p a r t s 
hereof s h a l l f a l l or make, d e f a u l t i n the payment o f the p r o p o r t i o n a t e p a r t of r o y a l t y or s h u t - i n r o y a l t y due from 
such lease* or assignee or f a l l t o comply w i t h any of the p r o v i s i o n s of t h i a lease, such d e f a u l t a h a l l not a f f e c t 
t h i s lease i n s o f a r as i t covers a p a r t of said lands upou which lessee or any assignee thereof s l i a l l p r o p e r l y oosaply 
or make such payments. 

9. Should l e s s e * be prevented from complying w i t h any express or i m p l i e d covenant o f t h i a lease, o r from 
conducting d r i l l i n g oc reworking operations hereunder, or from producing o i l or gas hereunder by reason of s c a r c i t y 
or i n a b i l i t y t o o b t a i n or use equipment o r m a t e r i a l , or by o p e r a t i o n of f o r c e majeure, or by any Federal o r s t a t e 
law or any order, r u l e or r e g u l a t i o n o f governmental a u t h o r i t y , then w h i l e so prevented, lessee's duty s h a l l be 
suspended, and lessee s h a l l not ba l i a b l e f o r f a i l u r e t o comply t h e r e w i t h ) and t h i s lease s h a l l be extended w h i l e 
and so long as leasee i s prevented by any such cause from conducting d r i l l i n g or reworking operations o r from 
producing o i l oc gaa hereunder; and the tine while lessee in so prevented ahall not be counted against lessee, 
anything i n thia lease to the contrary notwithstanding. 

10. Lessor hereby warrants and agree* t o defend the t i t l e t o s a i d land and agrees that lessee a t i s o p t i o n may 
discharge any tax, mortgage or o t h e r l i e n upon s a i d land, and i n the event lessee does so i t s h a l l ba subrogated 
t o such l i e n w i t h the r i g h t t o enforae ataa and t o apply r o y a l t i e s and s h u t - i n r o y a l t i e s payable hereunder toward 
aatiacying^aem*. Nithout Impairment o f lessee's r i g h t s under the warranty, i f t h i s lease covers a less i n t e r e s t 
i n t h * o i l and gas i n a l l or any p a r t o f sa i d land than the e n t i r e and undivided fee simple estate (whether l e s s o r ' s 
I n t e r e s t i a h e r e i n s p e c i f i e d or not) then t h e r o y a l t i e s , s h u t - i n r o y a l t y , and other payments, i f any, accruing from 
any part as t o which t h i s lease covers less than such f u l l i n t e r e s t , s h a l l be paid o n l y i n the p r o p o r t i o n which tha 
i n t e r e s t t h e r e i n , i f any, covered by t h i a lease, bears t o the whole and undivided fee simple estate t h e r e i n . Should 
any one o r aora o f the p a r t i e s named above as lessors f a i l t o execute t h i s lease, i t s h a l l nevertheless be b i n d i n g 
upon the p a r t y or p a r t i e s executing the some. 

11. Lessee, i t s or h i s successors, h e i r s and assigns, s h a l l have the r i g h t at any time t o surrender t h i s lease, 
i n whole or i n p o r t , t o lessor or h i s h e i r s , successors, and assigns by d e l i v e r i n g o r m a i l i n g a release t h e r e o f t o 
the lessor, or by p l a c i n g a release thereof of record i n that county i n boiich said l a n d i s s i t u a t e d ; thereupon lessee 
s h a l l be r e l i e v e d from a l l o b l i g a t i o n s , expressed or i m p l i e d , of t h i s agreement aa t o acreage so surrendered, and 
th e r e a f t e r tha s h u t - i n r o y a l t y payable hereunder s h a l l be reduced i n the p r o p o r t i o n t h a t the acreage covered hereby 
i s reduced by aaid release or releases. 

ADDITIONAL PROVISIONS 

12. Notwithstanding anything oantaaaedbarcaa to iha contrary, at the end of Ihe primary lane. Ihia lew will terminate as lo all aaid land* nut then deluded in or allocated 
lo a apaciag or proration unit allocated to a producaag wall (wfaidt shall include in id-in well*) unless: 

a) Lawm lis* drilled, deepened, reworked or rrmrnplrtrd aweU oa paid land* above described or on land* poded lhaewuh and within ano hundred eighty (180) day* 
prior to the ewpuauon of the primary term, completed aaid well as a producer of od and/or gaa, or plugged aaid wul| as* dry hole; ox 

b) At tho expiration of the primary term, lessee is engaged b drilling, deepening, rcworkmg or recoropletion operations on said lands or oa laada pooled therewith; 

and uWeaftor 1-aaaee cnriunmnra a cortaauoua tailing program whereby operation! for the drilling of a new well, or the deepening, reworking or rccaajpkljon uf on aaaauug well, 
ore couimonced wathm an*hundred eighty (ISO) days after the batter to occur uf (i) the expiratiun taf the primary term, or (ii) the couv'etirjn « plugging ca**any well drilled, 
deepened, rower kad ur recompiled serosa or auba«quera to the expiration of the primary term For lbs purpoacu hereof, "compleCtou™ mall be the date of the filing of the potential 
teal report woh ihe apprapruse govetnmeutal uiihonty havngjunadactiaa, if a producer, or, if a wcUuplugg^aa;* dry buk, the plugging" laHaUbsD^da^oofr^mgthapuiggiig 
repoit was. th* appropriate govaxunental a*ahorityhavaig junadiaiar. 

IJ. When Urate ceaaea aaid oonrinuoua dnlhn g prourarn, this kaaa aSall terminate aato all acreage; not then included ia a apa^g or proration unit allocated toaproducpg 
well (wludi thzil cidudc Jiut-in well*) under special fUld rule* promulgated by the appropriate govenuraattal suthardy having juritilidiuD, ta the I inte ca*" termination;, or, in the 
absence of apodal field rules ealahuahcd an th* field for <*4uch any given well ia located, then each gaa, well (wludi afaall include ihut-in wells) truill be auocated 320 acreaplua 
a tolerance of tOYa, fur a apaciag or proration unit, and each oil well (viuch shall include ahut-m wctU) akdl be allocated 80 acres plus a toharaoce of 10%, for a spacing car 
pfortaUun una. Each such spacing or proration uaa shall be aa nearly u practicable in the uoapo of a aquare or rectangle- aurouniung auch well 

14. Notwithstanding auch t e r m i n a t i o n . Leasee s h a l l have a c o n t i n u i n g r i g h t of way and easement on, over and 
across a l l t h e land covered hereby fox t h e c o n s t r u c t i o n , use, maintenance, replacement, or removal of p i p e l i n e s , 
roAtia, telephone l i n e a , e l e c t r i c l i n e s , tank and other f a c i l i t i e s f o r i t s operations hereunder on land remaining; 
covered by t h i s lease f o l l o w i n g such t e r m i n a t i o n . 

15. Thia o i l and gas lease i a subordinate t o t h a t c e r t a i n " P r i o r Lease" dated August 25, 1997, e f f e c t i v e Deceaaber 
7, 1997, recorded i n Book tt21, page 127, Lea County Records, aa amended by instrument dated , 2000, 
recorded i n Book , page , Lea County Records, but on l y t o the extent t h a t said P r i o r Lease i s c u r r e n t l y 
a v a l i d and s u b s i s t i n g o i l and gas lease. Notwithstanding any oth e r p r o v i s i o n s of t h i s o i l and gaa lease, t h e end 
of the primary term hereof s h a l l be extended u n t i l the t h i r d (3' a) a n n i v e r s a r y date o f t h i s o i l and gas lease next 
f o l l o w i n g e x p i r a t i o n of the continuous development p r o v i s i o n contained i n added Paragraph No. 12 on e x h i b i t "A" 
uttacJitu t o the P r i o r Lease, provided t h a t i u no event s h a l l the primary term hereof e x p i r e l a t e r than the 20" 
anniversary data o f t h i i s o i l and gas lease. Execution of t h i s o i l and gas lease by Lessor s h a l l unver ba construed 
as a r a t i f i c a t i o n or r e v i v o r of the P r i o r Lease. Lessor s p e c i f i c a l l y agrees not t o enter i n t o any agreement o f any 
form that would extend or continue the primary term or the continuous development p r o v i s i o n of the P r i o r Lease, or 
modify any of the e x i s t i n g p r o v i s i o n s o f the P r i o r Lease. 

Executed t h e day and year f i r s t abova w r i t t e n . 

Mad.line Stokes SSI 
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INDIVIDUAL ACKNOWLEDGMENT (Now Mexico Short form) 

STATE O r T a j c a ; 

COUNTY or 

This instrument v n acknowledged before me on 
Stokes 

HHONDAK. SHAW 
NOTARY PUBLIC 
STATE OF TEXAS 

My Camv Exp. 07-22-2001 

2001, by 

r 
Notary Publ ic , S tats of T V g f t ; 
My Commission Expires: fi ? / / . Oj 

CD 

o 

STATE OF NEW MEXICO 
COUNTY OF LEA 

FILED 

JUN 1 1 2001 

mai mar*** ta *• 

UtmxU Otiika, Um 

»r 

" A 
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071G2 
P r o d u c e r ' s S B - P r o d u c e r ' s R e v i s e d 1994 New M e x i c o F o r m 3 4 2 P , P a i d - u p 

O I L 4 GA3 LEASE 

THIS AGREEMENT made this 27th day of March, 2001 between Erma Hamilton, de_ali_ng witji hor jole wxl separate property^ 
whose address i^fi_9u BPx_il?9i_.BA9-?9c^riMt Texas 79721 herein called lessor (whether one or more) and James P. 
ilu£f(_ P. 0. Box 7Q5t Mineola, 7S773, ifesseej " 

1. Lessor, i n c o n s i d e r a t i o n o t TEN AND OTHER DOLLARS i n hand p a i d , r e c e i p t of which i s here acknowledged, and 
of the r o y a l t i e s h e r e i n provided and o f the agreements of the lessee h e r e i n contained, hereby g r a n t s , leases a i * l 
l«ta e x c l u s i v e l y unto lessee f o r the purpose of i n v e s t i g a t i n g , e x p l o r i n g , prospecting, d r i l l i n g , and operating f o r 
and producing o i l and gas, i n j e c t i n g gas, waters, other f l u i d s , and a i r i n t o subsurface s t r a t a , l a y i n g p i p e l i n e s , 
s t o r i n g o i l , b u i l d i n g tanks, roadways, telephone l i n e s , and other s t r u c t u r e s and t h i n g s thereon t o produce, »ov», 
take care of, t r e a t , process, s t o r e and t r a n s p o r t s a i d minerals, the f o l l o w i n g described land i n Lea County, New 
Mexico, t o - w i t : 

Township 16 South, Range 35_Eaat^_N_,W. P.M̂  
Section 13: SE/4 
Section 23; SE/4 
Section 24i NW/4SW/4, NW/4N2/4 
Section 25; NW/4 
Section 26) NB/4 

Said land i s estimated t o comprise 720-00 acres, whether i t a c t u a l l y coavprises more oc l e s s . 

2. Subjectljto the other p r o v i s i o n s h e r e i n contained, t h i s lease s h a l l remain i n force f o r a term o f three [3)_ 
years from H*Jf 7 U, 2001 ( c a l l e d "primary term"! end as l o n g t h e r e a f t e r as o i l or gas i s produced from said land or 
from land w i t h which s a i d land i a pooled. 

3. The r o y a l t i e s t o be p a i d by lessee are: (al on o i l , and other l i q u i d hydrocarbons saved at the w e l l , three-; 
si x t e e n t h s (3/16ths> of t h a t produced and saved from said land, same t o be d e l i v e r e d at the w e l l s or t o the c r e d i t 
o f lessor i n the p i p e l i n e t o which the w e l l s may be connected; (b) on gas, i n c l u d i n g casinghead gas o r other gaseous 
substance produced from s a i d land and used o f f the premises or used i n the manufacture of gasoline o r other 
products, the market value at the w e l l o f t h r e e - s i x t e e n t h s <3/16thsj of the gas used, provided t h a t on gaa s o l d on 
or o f f the premises, the r o y a l t i e s s h a l l be t h r e e - a i x t e e n t h s (3/1§ths) o f the amount r e a l i z e d from such s a l e ; (c) 
and at any time when t h i s lease i s not v a l i d a t e d by other p r o v i s i o n s hereof and t h e r e i s s gas and/or condensate 
w e l l on said land, or land pooled t h e r e w i t h , but gas or condensate i s not being so s o l d or used and such w e l l i a 
shut I n , e i t h e r before or a f t e r p r o d u c t i o n therefrom, then on or before 90 days a f t e r s a i d w e l l i s shut i n , and 
t h e r e a f t e r at annual i n t e r v a l s , lessee may pay or tender an advance s h u t - i n r o y a l t y equal t o SI.00 per net acre o t 
Ua»ut'» gaa acreage then h e l d under t l i i s lease by the p a r t y making such payment or tender, and so long as said 
s h u t - i n r o y a l t y i s paid or tendered, t h i s lease s h a l l not terminate and I t s h a l l be considered under a l l clauses 
hereof t h a t qas i a being produced from the leased premises i n paying q u a n t i t i e s . Each such payment a h a l l be paid 
or tendered t o the p a r t y or p a r t i e s who at the time of such payment would be e n t i t l e d to receive the r o y a l t i e s which 
would be paid under t h i s lease i f the w e l l were i n f a c t producing. The payment or tender o f r o y a l t i e s and s h u t - i n 
r o y a l t i e s may he made by check or d r a f t . Any t i m e l y payment or tender of s h u t - i n r o y a l t y which i s mado i n a bona 
f i d e attempt t o make proper payment, but which i s erroneous i n whole o t i n p a r t as to p a r t i e s or amounts, s h a l l 
nevertheless be s u f f i c i e n t t o prevent t e r m i n a t i o n o f t h i s lease i n the same manner as though a proper payment had 
buen made i f lessee s h a l l c o r r e c t such e r r o r w i t h i n 30 days a f t e r lessee has received w r i t t e n n o t i c e t h e r e o f by 
c e r t i f i e d mail from the p a r t y or- p a r t i e s e n t i t l e d t o rece i v e payment together w i t h such w r i t t e n instruments (or 
c e r t i f i e d copies thereofJ as are necessary t o enable lessee t o make proper payment. The amount r e a l i z e d from the 
sale of gaa on or o f f the premises s h a l l be the p r i c e e s t a b l i s h e d by the gas soles c o n t r a c t entered i n t o i u good 
f a i t h by lessee and gas purchaser f o r such term and under such conditions as are customary i n tli e I n d u s t r y . "Price" 
s h a l l mean the net amount received by lessee a f t e r g i v i n g e f f e c t t o a p p l i c a b l e r e g u l a t o r y orders and. a f t e r 
a p p l i c a t i o n of any a p p l i c a b l e p r i c e adjustments s p e c i f i e d i n such c o n t r a c t or r e g u l a t o r y orders. 1**—the—event 
le«»ee--eompre3ses-,--treatfl>r- pur i f ie«,~or- dehydrates such gaa- (whether on or o f f the-ieased-premrses)—or - t r a n s p o r t s 
gars-***~th* leased premises, lessee i n computing-royalty hereunder may deduct frou*-eu**h-peiue a reasonable charge 
fOK—*rach-o^-*»wioh—furvcti^n*—p^o: farmed )j 

4. This i s a paid-up lease and lessee s h a l l not be o b l i g a t e d d u r i n g the primary term hereof t o commence or 
continue any operations of whatsoever character or t o make any payments hereunder i n order t o maintain t h i s lease 
i n force d u r i n g the primary term; however, t h i s p r o v i s i o n i s not intended t o r e l i e v e lessee of the o b l i g a t i o n t o 
pay r o y a l t i e s on a c t u a l p r o d u c t i o n pursuant t o the p r o v i s i o n s of Paragraph 3 hereof. 

5. Lessee i s hereby granted the r i g h t and power, from time t o time, t o pool o r combine t h i s lease, the land 
covered by i t or any part or h o r i z o n t h e r e o f w i t h any other land, leases, mineral estates o r p a r t s thereof Cor the 
product i o n of o i l or gas. U n i t s pooled hereunder s h a l l not exceed the standard p r o r a t i o n u n i t f i x e d by law or by 
the O i l Conservation D i v i s i o n of the Energy and Minerals Department of the State o f New Mexico or by any other 
l a w f u l a u t h o r i t y f a r the pool or area i n which said land i s s i t u a t e d , plus a tolerance of t e n percent. Lessee a h a l l 
f i l e w r i t t e n u n i t designations i n the county i n which the premises are located and audi u n i t s may be designated from 
time t o lilaje and e i t h e r before or a f t e r the completion of w e l l s . D r i l l i n g operations on or production from any part 
of any such u n i t s h a l l be considered f o r a l l purposes, except the payment o f r o y a l t y , as operations conducted upon 
or p roduction from the land described i n t h i s lease. There s h a l l be a l l o c a t e d t o the land covered by t h i s lease 
Included i n any such u n i t t h a t p o r t i o n o f the t o t a l p r o d u c t i o n of pooled minerals from w e l l s i n the u n i t , a f t e r 
deducting any used i n lease or u n i t operations, wliich the net o i l o r gas acreage i n the land covered by t h i a lease 
included I n the u n i t bears t o the t o t a l number of surface acres I n the u n i t . The produ c t i o n so a l l o c a t e d s h a l l be 
considered f o r a l l purposes. I n c l u d i n g the payment or d e l i v e r y of r o y a l t y , t o be the e n t i r e p r o d u c t i o n of pooled 
minerals from the p o r t i o n of aald land covered hereby and incl u d e d i n s a i d u n i t i n the some, manner as though 
produced from said land under the terms o f t h i s lease. Any pooled u n i t designated by lessee, as provided h e r e i n , 
may be dissolved by lessee by recording an a p p r o p r i a t e Instrument i n the County where tlie lar*J i s s i t u a t e d a t any 
time a f t e r the completion o f a d r y hole o r the cessation o f p r o d u c t i o n on s a i d u n i t . 

6. I f at the e x p i r a t i o n o f the primary term there i s no w e l l upon s a i d land capable ot producing o i l or gas, but 
lessee has conanenced operations f o r d r i l l i n g or reworking thereon, t h i s lease s h a l l remain i n f o r c e so l o n g as 
operations are prosecuted w i t h no cessation of store than 60 consecutive days, whether aw4i operations be on tha same 
w e l l or on a d i f f e r e n t or a d d i t i o n a l w e l l o r w e l l s , and i f they r e s u l t i n the produ c t i o n o f o i l or gas, so long 
t h e r e a f t e r as o i l oc gas i s produced from s a i d land. I f , a f t e r the e x p i r a t i o n of the primary term, a l l w e l l s upon 
sa i d land should become incapable of producing f o r any cause, t l i i s lease a h u l l not terminate i f lessee commences 
operations Cot a d d i t i o n a l d r i l l i n g or f o r reworking w i t h i n 6(1 days t h e r e a f t e r . I f any d r i l l i n g , a d d i t i o n a l 
d r i l l i n g , or reworking operations hereunder r e s u l t i n production, then t h i s leaae s h a l l remain i n f u l l force so lung 
t h e r e a f t e r as o i l or gas i s product*! hereunder. 

7. Lessee s h a l l have f r e e use of o i l , gas and water from s a i d land, except water from lessor's w e l l s and tanks, 
f o r a l l operations hereunder, and the r o y a l t y s h a l l be computed a f t e r deducting any so used. Lessee a h a l l have the 
r i g h t at any time during or a f t e r t he e x p i r a t i o n of t h i s lease t o remove a l l p r o p e r t y and f i x t u r e s placed by lessee 
on said land, i n c l u d i n g the r i g h t to draw and remove a l l casing. Mien required by lessor, leseee w i l l bury a l l pipe 
l i n e s on c u l t i v a t e d lands below o r d i n a r y plow depth, and no w e l l s h a l l be d r i l l e d w i t h i n two liundrtxi feet {200 f t . ) 
of any residence or barn now on s a i d land without lessor's consent. Lessor s h a l l have the p r i v i l e g e , at h i s r i s k 
and expense, of using gas from any gaa w e l l on said land f o r stoves and I n s i d e l i g h t s i n the p r i n c i p a l d w e l l i n g 
thereon, out of any surplus gaa not needed f o r operations hereunder. 

0. The r i g h t s o f e i t h e r p a r t y hereunder may be assigned i n whole or i n p a r t and the p r o v i s i o n s hereof s h a l l 
extend t a t h e i r h e i r s , executors, a d m i n i s t r a t o r s , successors and assigns; but no change i n the ownership o f the land 
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or I n the ownership o f , or r i g h t s t o r e c e i v e , r o y a l t i e s o r s h u t - i n r o y a l t i e s , however accomplished s h a l l opera te 
to enlarge the o b l i g a t i o n s or d i m i n i s h the r i g h t s o f lessee ; and no such change or d i v i s i o n s h a l l be b i n d i n g upon 
lessee f o r any purpose u n t i l 30 days a f t e r lessee has been f u r n i s h e d by c e r t i f i e d m a l l at lessee 's p r i n c i p a l place 
o f business w i t h acceptahle ins t ruments oc c e r t i f i e d copies t h e r e o f c o n s c l t u t l n g the c h a i n o f t i t l e f r o m the 
o r i g i n a l l e s so r . I f any such change i n ownership occurs through the death of the owner, lessee may, at i t s o p t i o n , 
pay or tender any r o y a l t i e s o r s h u t - i n r o y a l t i e s i n the name o t the deceased or t u h i s es ta te o r t o h i s t te lzs , 
uxeculor or a d m i n i s t r a t o r u n t i l su t i i t ime as lessee has been f u r n i s h e d w i t h evidence s a t i s f a c t o r y t o lessee as t o 
the persona e n t i t l e d t o such sums. An assignment o f t h i a lease i n whole o r i n p a r t s h a l l , t u tha ex tent o t aud i 
assignment, r e l i e v e and d i scha rge lessee of any o b l i g a t i o n s hereunder and, i f lessee or assignee o f pa r t or p a r t s 
hereof s h a l l f a i l or make d e f a u l t l a the payment o f the p r o p o r t i o n a t e p a r t o f r o y a l t y o r s h u t - i n r o y a l t y due f r o m 
such lessee o r assignee or f a i l t o comply w i t h any o f the p r o v i s i o n s o f t h i s lease , such d e f a u l t s h a l l no t a f f e c t 
t h i s lease i n s o f a r as i t covers a pa r t o f sa id lands upon which lessee or any assignee t he r eo f s h a l l p r o p e r l y ccauply 
or make such payments. 

9. Should lessee be prevented f r o m complying w i t h any express or i m p l i e d covenant o f t h i s lease, o r f r o m 
conduct ing d r i l l i n g or reworking opera t ions hereunder, or f r o m producing o i l or gas hereunder by reason o f s c a r c i t y 
or i n a b i l i t y t o o b t a i n or use equipment or m a t e r i a l , or by o p e r a t i o n o f f o r c e majeure , or by any Federal o r s t a t e 
law or any o rde r , r u l e or r e g u l a t i o n o f governmental a u t h o r i t y , then w h i l e so p reven ted , leasee* s d u t y s h a l l be 
suspended, and lessee s h a l l not be l i a b l e f o r f a i l u r e t o comply t h e r e w i t h ; and t h i s lease s h a l l be extended w h i l e 
aitd ao long as lessee i s p revented by any such cause f r o m conduct ing d r i l l i n g o r r e w o r k i n g opera t ions o r f r o m 
produc ing o i l or gas hereunder , and the t i m e w h i l e lessee i s so prevented s h a l l not be counted aga ins t lesseo, 
any th ing i n t h i s lease t o the c o n t r a r y n o t w i t h s t a n d i n g . 

10. Lessor hereby war ran ts and agrees t o defend the t i t l e t o s a i d land and agrees t h a t lessee a t i s o p t i o n may 
d ischarge any t ax , mortgage o r o t h e r l i e n upon s a i d l a n d , and i n the event lessee does so i t s h a l l be subrogated 
t o such l i e n w i t h the r i g h t t o enforce some and t o app ly r o y a l t i e s and s h u t - i n r o y a l t i e s payable hereunder toward 
sa t i s fy ing , ' ' f ame . Without impairment o f l e s see ' s r i g h t s under the war ran ty , i f t h i s lease covers a less i n t e r e s t 
i n the o i l and gas i n a l l or any p a r t o f sa id land than the e n t i r e and undiv ided fee sias>le es tate (whether l e s s o r ' s 
i n t e r e s t i s h e r e i n s p e c i f i e d or not ) t hen the r o y a l t i e s , s h u t - i n r o y a l t y , and o ther payments, i f any, accru ing f r o m 
any pa r t as t o which t h i s lease covers less than auch f u l l i n t e r e s t , s h a l l be pa id o n l y i n the p r o p o r t i o n which the 
i n t e r e s t t h e r e i n , i f any, covered by t h i s lease, bears t o the whole end undivided f e e aisaple estate t h e r e i n . Should 
any one or more o f the p a r t i e s named above aa l e s so r s f a i l t o execute t h i s lease, i t s h a l l never the less be b i n d i n g 
upon the p a r t y or p a r t i e s e x e c u t i n g the some. 

1 1 . Leasee, i t s o r h i s successors , h e i r a and ass igns , s h a l l have the r i g h t a t any t ime t o surrender t h i a lease, 
i n whole or i n p a r t , t o l essor or h i s h e i r s , successors, and assigns by d e l i v e r i n g or m a i l i n g a re lease t h e r e o f t o 
the lessor , o r by p l a c i n g a re lease the reo f o f record I n t h e county i n which s a i d l and i s s i t u a t e d ; thereupon lessee 
s h a l l be r e l i e v e d f rom a l l o b l i g a t i o n s , expressed or i m p l i e d , o f t h i s agreement as t o acreage so surrendered, and 
t h e r e a f t e r the s h u t - i n r o y a l t y payable hereunder s h a l l be reduced i n the p r o p o r t i o n t h a t tha acreage covered hereby 
i s reduced by s a i d re lease or r e l eases . 

ADDITIONAL PROVISIONS 

12. Natwanatandiag aa^hng cxxU«Ai«d heron to (he oarUxary, * th« end tha pnrrury lam. ihu lease will teraunate JS to all aaid land* net thai Deluded in ar sUocmed 
ta t\ ifsoing or proration uud allocated lo * pxoouctag well (wtaidi uhsU include atuaVn wells) uaka* 

a) Lxaaee baa drilled, deepened, rowcrked or racornpletcd a well an said lands above described ur cn land* pooicd therewith and wUh'm mebundred dy)ily (180) Java 
prior to the expiration uf the prinwry torn, completed aaid well aa a producer af oil aauVur gas, ar plugged said well as a dry hole, ur 

b) Al the expire ion of the primary term, Lcsaee m engaged n driUng, deepening, rewarding or recomplefian operation* an laid lands ar an loads pooled therewith, 

and thereafter Lessee comrnencei a caotaiuoua dnungprogram whereby apentiani far the drilling af a new weU, or the deepening, reworlatg or recurnpletion of sa existing well, 
are aanuncoced wahm one hundred eighty (1 80) days after the latter to occur of (i) the expiration of the-primary term, or (u) the coc^Uiion or plugging of any well drJIed. 
deepened, rewukai ar rccarnpJcusd acrota or subsequent to tho ttx^uAHja uf t l ^ primary tertu. FarUiapxaposeshtfeuf, "oornyldiua" Uudl be the dale of iheniiagof thepolaUud 
teat lepori with ibe apprcpruu governmental authority luvmgjunathcbon, if a producer, ur, if a wcUia plugged aaa dry hule, ihe ~pluggaig"xbaubctued^eU'filmg the plugging 
report with the appropriate govcrmonUaJ authority lixviag jurisdiction. 

13. When Leasee ocaaca oid ccrtnatou* drUlbg prog-am, ttua lease &aU urrtuaate aa lo all acreage at* then included in a yaong or pror *iua una allocked to a producng 
well (which shall ndudc ahut-ia well*) under special field rule« promulgated by (he appropriate ^uverruuenlal authority ha vrogjunadiciiaa. at ihe tune <* tenumauau, or. n the 
absence of special field rules established in the held fur which any gives well is located, thou each gas Well (which shall include taut-io, well*) aball be allocated 320 acres plug 
a toLaancc of 10%. fur a pacing or proration unit, and each oil well (which ahall include ahut-ia Vveila) ahaU be allocated B0 acres plus a tolerance of 10%, far a apacmg or 
proration un*. Had) ouch asacng or proration astt *bxlt be as aearly aa practicable ia tho shape of a aquaie or rectangle surrounding such well. 

14. Notwithstanding such t e r m i n a t i o n . Lessee s h a l l have a co n t i n u i n g r i g h t of way and easement on, over and 
across a l l the land covered hereby f o r the c o n s t r u c t i o n , use, maintenance, replacement, or removal of p i p e l i n e s , 
roads, telephone l i n e s , e l e c t r i c l i n e s , tank and other f a c i l i t i e s f o r i t s operations hereunder on land remaining 
covered by t h i s lease f o l l o w i n g such t e r m i n a t i o n , 

15. This o i l and gas lease i s subordinate t o th a t c e r t a i n " P r i o r Lease" dated August 25, 1997, e f f e c t i v e December 
7, 1997, recorded i n Book 827, page 124, Lea County Records, as amended by instrument dated i , 2000, 
recorded i n Book , page , Lea County Records, but o n l y t o the extent t h a t aaid P r i o r Lease i s c u r r e n t l y 
a v a l i d and s u b s i s t i n g o i l and gas lease. Notwithstanding any oth e r p r o v i s i o n s of t h i a o i l end gas lease, the end 
of the primary term hereof s h a l l be extended u n t i l the t h i r d (3 t J) anniversary date a t t h i s o i l and gas lease next 
f o l l o w i n g e x p i r a t i o n of the continuous development p r o v i s i o n contained i n added Paragraph No. 12 on E x h i b i t "A" 
attached t o the P r i o r Lease, provided t h a t i n no event s h a l l the primary term hereof e x p i r e l a t e r than the 20 1 L 

anniversary date of t h i i a o i l and gas lease. Execution of t h i s o i l and gas lease by Lessor a h a l l never be construed 
as a r a t i f i c a t i o n or r e v i v o r of the P r i o r Lease. Lessor s p e c i f i c a l l y agrees not t o enter i n t o any agreement of any 
form that would extend or continue tha p r i m a r y term or the continuous development p r o v i s i o n o f the P r i o r Lease, or 
modify any of the e x i s t i n g p r o v i s i o n s of the P r i o r Lease. 

Executed the day and year f i r s t above w r i t t e n . 

XTBU Hamilton SSI 
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INDIVIDUAL ACKNOWLEDGMENT (Naw Haxlca Short Tatm\ 

STATS Of T«x«j 

COUNTY o r 

This Instrument wss acknowledged before me on { y ^ f ^ ^ ^ A A i ^ , 2001, 
Hamilton ' 

NORMA A. GARCIA B Notary Publ ic , S t « t e of C ^ ^ j - t a - j j—' 
„ tatty Pitt* S M d Taaa 1 My C o » » l a a l o n Explrea: * T - f S ' O f f 

4 / ">Ccm».E*fai.U«/U,ax* " 

STATE OF NEW MEXICO . £ / ^ V • *> 
COUNTY OP LEA ! •• > V -

S JUN 112001 • V- . . 

tad racorttd In B—* ~ 
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