
Producer's 8 8 — •• Producer's Revised 19671 (New Mexico) Form 3 4 2 - U Pr inted and for sale by Hal l -Poorbough Press, Inc., R ^ * r - l l , N M 

OIL Or GAS LEASE 

T H TS A G R E E M E N T made this day of — — 1 9 • between 

{Post O f f i c e Address) 

lessee : 
:U><! 

herein called lessor (whether one or more) and _ . . . — • -•— — — 
1 lessor in consideration of T E N A N D O T H E R D O L L A R S in hand paid, receipt of which is here acknowledged, nnd nf the royalties herein provide*] 

of the agreements of the lessee herein contained, hereby grants, louses and lets exclusively unto lossev for the purpose of invest igat ing, explor ing, prospecting, 
d r i l l i n g and operat ing fo r and producing oi l and gas. in jec t ing ga.s. waters, other f lu ids , nnd air in to subsurface strata, laying pipe lines, s tor ing o i l . bu i ld ing 
tanks, roadways, telephone lines, and other structures and things thereon to produce, save, take care of , treat, process, store and t ranspor t said minerals, the 

f o l l o w i n g described land i n County, New Mexico, t o - w i t : 

Tor ihe purpose of calculat ing the rental payments hereinafter provided fo r , said lam! U estimated tu comprise acres, whether ;t actuailv 
comprises more or less. 

2. Subject to the other provisions herein contained, this lease shall remain in force for a ti-rm of years f r o m this date (called "•primary t o r m " ! , and 
as long thereafter as oil or gas, is produced f r o m said land or land wi th which said land Is pooled. 

3. The royalties to he paid by lessee are: {a) on oi l , and on other l iquid hydrocarbons saved at the wel). of tha t produced and saved J'ri.cn said J:in;i. 
same to be delivered at the wells or to the credit of lessor in the pipe line to which the wells may he connected; rh) on pas, inc luding ca-singheud gas and all gas­
eous substances, produced f r o m said land and sold or used o f f the promises or in the m«nt:f«c< ure of gasoline or other product theref rom, the market valu* a' 
the mouth of the well of of the gas so sold or used, provided that on gas sold at. the wells the royalty shall he, (if thi* amount !. aliped f i o m 
such sale; ic \ and at any t ime when this lease is not, validated by other provisions hereof and there is a gas and/or condensate well on said land, or land pooicd 
therewi th , but pas and or condensate is not being so sold or used and such well is shut in . either before or a f te r production theref rom, then on or before <»0 days 
a f t e r said well is shut i n , and thereaf ter at annual intervals, lessee may pay or tender an advance annual shut-in royalty equal to the amount of «1< lay rentals 
provided Tor in this lease fo r the acreage then held under this lease by the par ty mak ing such payment or tender, and so long as said shut-in royal ty is paid or 
tendered this lease shall not terminate and it w i l l be considered under al l clauses hereof that gas is being produced f r o m the leased premises in paying quantities. 
Each such payment shall be paid or tendered to the par ty or parties who at the t ime of such payment would be enti t led to receive the royalties which would be 
paid under this lease i f the wel! were in fac t producing, or be paid or tendered to the credit of such par ty or parties in the depository bank anil in the manner 
hereinafter provided for the payment of rentals-. 

4. I f operations f o r d r i l l i n g are not commenced on said land or on land pooled therewith on or before one |1) year f r o m this date, this least* shall terminate 

as to both parties, unless on or before one l l ) year f r o m this date lessee shall pay or tender to the lessor a rental of S which 
shall cover the privilege of de fe r r ing commencement of such operations f o r a period of twelve (12) months. In like manner and upon like payments or tenders, 
annual ly , the commencement of said operations may be fu r the r deferred fo r successive periods of twelve (12) months each dur ing the p r ' m a r y term. Payment 

or tender may be made to the lessor or to the credit o f the lessor in the , — — . Bank 

at • • • • • . which bank, or any successor thereof, shall 
continue to be the agent f o r the lessor and lessor's heirs and assigns. I f such bank (or any successor bank) shall f a i l , l iquidate, or be succeeded by another bank, 
or f o r any reason shall f a i l or refuse to accept rental , lessee shall not be held i n default u n t i l t h i r t y (30) days a f te r lessor shall deliver to lessee a recordable 
ins t rument making provision fo r another acceptable method of payment or tender, and any depository charge is a l i ab i l i t y of the lessor. Tl ie payment or tender 
of rental may he made by check or d r a f t of lessee, mailed or delivered to said bank or lessor, or any lessor i f mure than one. on or before the rental paying 
date. A n y t imely payment or tender of rental or shut-in royal ty which is made in a bona f ide a t tempt to make proper payment, but which is erroneous in 
whole or in pa r t as to parties, amounts, or depositories shall nevertheless be s u f f i c i e n t to prevent te rminat ion of this lease in the same manner as though a 
proper payment had been made; provided, however, lessee shall correct such error w i t h i n t h i r t y (301 days a f t e r lessee has received w r i t t e n notice thereof by 
cer t i f ied mail f r o m lessor together w i t h such instruments as are necessary to enable lessee to make proper payment. 

5. Lessee is hereby granted the r igh t and power, f r o m t ime to t ime, to pool or combine this lease, the land covered by i t or any p a r i or horizon thereof 
w i t h any other land, lease, leases, minera l estates or parts thereof fo r the production of oil or gas. Uni t s pooled hereunder shall not exceed the standard pro­
ra t ion un i t f ixed by law or by the New Mexico Oi l Conservation Commission or by other l a w f u l author i ty fo r the pool or area in which said land :,-> situated, plus 
a tolerance of 10'',; . Lessee shall f i l e w r i t t e n uni t designations in the county in which the premises are located and such units may be designated f r o m time to 
t ime and either before or a f t e r the completion of wells. D r i l l i n g operations on or production f r o m any par t of any such u n i t shall be considered for al l pur­
poses, except the payment of royal ty , as operations conducted upon or production f r o m the land described in this lease. There- shall be allocated to the land 
covered by this lease included in any such un i t that por t ion of the to ta l product ion of pooled minerals f r o m wells in the uni t , a f te r deducting any used in lease 
or un i t operations, which the number of surface acres in the land covered by this lease included in the un i t bears to the total number of surface acres in the 
u n i t . The production so allocated shall be considered f o r al! purposes, inc lud ing the payment or delivery of royal ty , to be the ent i re production of pooled minerals 
f r o m the port ion of said land covered hereby and included in said u n i t in the same manner as though produced f r o m said land under the terms of this lease. 
A n y pooled unit designated by lessee, as provided herein, may be dissolved by lessee hy recording an appropriate ins t rument in the County where the land is sit­
uated at any t ime a f t e r the completion of a dry hole or the cessation of production on said un i t . Lessee is f u r t h e r granted the r i g h t and power to commit this 
lease as to a l l or any por t ion of the above described lands or horizons thereof t o any un i t agreement fo r the purpose o f conserving the na tura l resources of any 
o i l o r gas pool, f i e ld or area covered thereby : provided, auch u n i t agreement contains usual and customary provisions f o r the allocation of oi l and ga.s produced 
f r o m the u n i t area and suchJuhl t /agreement embraces Janda o f - e i t he r t h e ' U n i t e d ".States or State of New Mexico or both, and the f o r m of uni t agreement has 
beeti approved by either, t h e . / U t l i ^ L a n d s or both and the New Mexico Oi l Conservation Commission, and 
upon such commitment theprovisions of"this'lease shall be-conformed to the unit agreement. 

6. I f p r io r to the discovery of oi l or gas hereunder, lessee should d r i l l and abandon a dry hole or holes hereunder, or i f af ter discovery of oil or gas the 
production thereof should cease fo r any cause, this lease shall not terminate i f lessee commences r ework ing or addit ional d r i l l i n g operations wi th in 60 days 
thereaf ter and d i l igen t ly prosecutes the same, or ( i f i t be w i t h i n the p r i m a r y t e r m ) commences or resumes tho payment ur tender of rentals or commences 
operations f o r d r i l l i n g or r ework ing on or before the rental paying date next ensuing a f te r the expirat ion of three months f r o m date of abandonment of said 
dry hole or holes or the cessation of production. I f at the expira t ion of the p r i m a r y te rm o i l or gas is not being produced but lessee is then • •ngaged in operations 
for d r i l l i n g or r ework ing of any wel l , this lease shall remain in force so long as such operations are d i l igent ly prosecuted w i t h no cessation of more than fO 
consecutive days. I f du r ing the d r i l l i n g or reworking of any well under this paragraph, lessee loses or junks the hole or wel l and af ter diligent e f fo r t s in goi.*l 
f a i t h is unable to complete said operations then w i t h i n 30 days a f t e r the abandonment of said operations Jesse*' may commence another well and d r i l l the same 
w i t h due diligence. I f any d r i l l i n g , addit ional d r i l l i n g , or r ework ing operations hereunder result in production, then this lease shall remain in f u l l force so long 
thereaf ter as oi l or gas is produced hereunder. 

7. Lessee shall have free use of o i l , gas and water f r o m said land, except water f r o m lessor's wells and tanks, for al l operations hereunder, and the royalty 
shall be computed a f t e r deducting any so used. Lessee shall have the r i gh t at any t ime dur ing or a f t e r the expira t ion of this lease to remove all property and 
f ix tu res placed by lessee on said land, inc lud ing the r i gh t to draw and remove a l l casing. When required by lessor, lessee w i l l bury al l pipe lines on cult ivated 
lands below ordinary plow depth, and no wel l shall be dri l led w i t h i n two hundred feet (200 f t . ) of any residence or barn now on said land wi thout lessor's con­
sent. Lessor shall have the pr ivi lege, at his risk and expense, of using gas f r o m any gas well on said land for stoves and inside l ights in the pr inc ipa l dwel l ing 
thereon, out of any surplus gas not needed f o r operations hereunder. 

8. The r ights of either par ty hereunder may be assigned in whole or in pa r t and the provisions hereof shall extend to the heirs, executors, administrators, 
successors and assigns; but no change or division in the ownership of the land, or in the ownership of or r i gh t to receive rentals, royalties or payments, however 
accomplished shall operate to enlarge the obligations or diminish the r ights of lessee; and no such change or division shall be b inding upon lessee for any pur­
pose u n t i l 30 days a f te r lessee has been furnished by cer t i f ied mail at lessee's pr inc ipa l place of business w i t h acceptable instruments or cer t i f ied copies 
thereof cons t i tu t ing the chain of t i t l e f r o m the or ig ina l lessor. I f any such change in ownership occurs through the death of the owner, lessee may pay or 
tender any rentals, royalties or payments to the credit of the deceased or his estate in the depository bank un t i l such t ime as lessee has been furnished w i t h 
evidence sat isfactory to lessee as to the persons enti t led to such sums. I n the event of an assignment of this lease as to a segregated port ion of s:mt land, the 
rentals payable hereunder shall be apportioned as between the several leasehold owners ratably according to the surface area of each, and detault in rental 
payment by one shall not a f fec t the r ights of other leasehold owners hereunder. A n assignment of this lease, in whole or in par t , shall , to the extent of such 
assignment, relieve and discharge lessee of any obligations hereunder, and, i f lessee or assignee of part ur parts hereof shall f a i l or make defaul t in the payment 
of the proport ionate par t of the rentals due f r o m such lessee or assignee or f a i l to comply w i t h any other provision of the lease, such default shall not affect this 
lease in so f a r os it covers a pa r t of said lands upon which lessee or any assignee thereof shall so comply or make such payments. Rentals as u.«ed in this 
paragraph shall also include shut- in royal ty 

9. Should lessee be prevented f r o m complying w i t h any express or implied covenant of this lease, or f r o m conducting d r i l l i n g or rework ing operations here­
under, or f r o m producing oi l or gas hereunder by reason of scarcity or i n a b i l i t y to obtain or use equipment or mater ial , or by operation of force majeure, or 
by any Federal or state law or any order, rule or regulation of governmental author i ty , then while so prevented, lessee's duty .shall he suspended, and lessee 
shall not he liable fo r f a i l u r e to comply t h e r e w i t h : and this lease shall be extended whi le and so long as lessee is prevented by any such cause f r o m conducting 
d r i l l i n g or r ework ing operations on or f r o m producing oi l or gas hereunder; and the time while lessee is so prevented shall not be counted against lessee 
any th ing in this lease to the contrary notwi ths tanding . 

10. Lessor hereby warrants and agrees to defend the t i t l e to said land, and agrees that lessee, at its opt ion, may discharge any tax, mortgage, or other 
lien upon said land, nnd in the event leasee does so, i t shall be subrogated to auch lien w i t h the r i g h t to enforce same and apply rentals ami royalties acr ru ing 
hereunder toward sa t i s fy ing same. "Without impa i rment o f leasee's r ights under the warran ty , i f this lease covers a less in terest i n the oi I or gas in al l or a n y 
par t of aaid land than the entire and undivided fee simple estate (whether lessor's interest is herein specified or not) then the royalties, shut-in royal ty , rental 
and other payments, i f any, accruing f r o m any par t as to which this lease covers less than such f u l l interest, ahall be paid only in the proport ion which the 
interest therein, i f any, covered by this lease, bears to the whole and undivided fee simple estate therein, Should any one or more of t h t parties named above as 
lessors f a i l to execute this lease, i t shall nevertheless be binding upon the par ty or parties executing the same. 

11. Lessee, i ts /his successors, heirs and assigns, shall have the r i g h t at any t ime to surrender this lease, in whole or in part, to lessor or his heirs, succes­
sors, and assigns by del ivering or m a i l i n g a release thereof to the lessor, or by placing a release thereof of record in the county in which said land is situated'• 
thereupon lessee shall be relieved f r o m all obligations, expressed or implied, of this agreement as to acreage so surrendered, and thereafter the rentals and 
ahut-in royal ty payable hereunder shall be reduced in the proport ion that the acreage covered hereby is reduced by said release or releases. 

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

HARVEY E . YATES COMPANY 
Case No. 8157 

4 /25/84 Examiner Hear ing 
E x h i b i t No. 7 


