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OIL & GAS LEASE

THIS AGRERMPNT made this 27th day of March, 2001 between Madeline Stokes, dealirg with her sole and Separate

property, whose address is P. 0. Box 1115, Ozona, Taxas 16543 herein called lessor ‘whether one or more} and James
D. Huff, P. O. Box 705, Mir.eola, Texas 73773, lessee;

l. Lessor, in consideration of TEN AND OTHER DOLLARS in hand paid, receipt of wich is here acknowl edged, ard
of the royalties herein provided and of the 4greements of the lessee herein contaired, hereby grants, leases and
lets exclusively unto lessee for the purpose of investigating, exploring, prospecting, drilling, and operating for
and producing oil and gas, injecting gas, vaters, other fluida, and air into subsurace strata, laying pipelines,
storing oil, building tanks, roadways, telepbone lines, and other structures and thiags thereon to produce, save,
take care of, treat, process, store and transpcrt said minerals, the followirg descsibed land in Lea County, New
Mexico, to-wit:

Township 16 South, Range 35 Bast, N.M.P.M.
Section 13: SE/4

Section 23: sSE/4 -

Section 24: NSI/4SW/4, NW/4NB/4&

Section 2%5: Nw/4

Section 2é: N2/4

Said land is estimated to comprise 720.0C acres, whether it astually comprises wmore sr less.

2. © the other provisions herein corntained, this lease ~hall rerain in farce for a term of three (3)
years :‘:ﬁ‘ 7%, 2001 (called "prizary temm®) and as long thercafter as oil or gas 13 produced from said land or
from land with which said land is pooled. .

J. Tre royalties to be paid by lessee are: {a) on oil, ard other liquid hydracarboas saved at the wvell, three-
=hs (3/16ths) of that produced and saved from seid land, same to Y& delivered at the wells or to the credit
of lessor in the pipeline to shich the wells may be comnected; (B) on gas, incluting casirghead gas or other gaseous
substance produced from said land and used off the premises or ussd in the manufecture of gasoline or other
procducts, the market value at the well of three-sixteentha {3/16ths) of the gas used, provided that on gas sold on
of off the premises, the royalties shall Le three-sixteenths (3/16ths) of the amouns realized from such sale; (c)
and at any time when this lesase is not validatad by other provisions bereof and there is a gas and/or condensate
well on said land, or land pooled therewitk, but ¢4 or condensate is not bBeing so scid or used and such well is
ahut in, either before or after production therefrom, then on or before 93¢ days afte: said well is shut in, and
thereafter at annual intervals, lessee BAY pPay or tender an advance shut-in royalty egial to 51.00 per net acre ot
lessor's gas acreage then held under this lease by the party making such payment or tender, and so long as said
shut-in royalty is paid or tendered, this lease shall not terminare and it shall be considered urder all clauses
bereof that gas is being produced from the leased Premises in paying quantities. Eah such payment shall be paid
or tendered to the party or parties who at the time of such paymest would be entitled 13 receive the royalties which
would be paid under this lease if the well were in fact producing. The Payment or tecder of royalties and shut-in
royalties may be made by check or draft. Asy timely payment or tender ©f shut-in royalry.which is made in a bona
fide attempt to make Proper payment, but wich is erroneocus in whole or in part as ss Parties or amounts, shall
pevertheless be sufficieat to prevent termiration of this lease in the Same manner 4s though a proper Payment had
been made if lessee shall correct such erzor within 30 days after lessee has receives wWIitten notice thereof by
certified mail from the party or parties entitled to receive Payment together with such written instnrments {or
certified copies thereof) as are Decessary to enable lessee to make Froper payment. The amount realized from the
sale of gas oo or off the premises shall he the price establisted by the gas sales contract entered into in good
faith by lessece and gas purchaser for much tere and under such conditioas as are Qustomasy in the industry. “*pPrice®
abal]l mean the net amount received by lessee after giving effect to applicable regulatory orders ard after
application of any applicable price adjustments specified in such contract or Teguistory orders., Em—the—evert
Pl . i i et .y
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4. This is a pald-up leasse and lessee shall not be obligated during the primary term hereof tao commence or
continue any opersations of whatsoever charaster or to make any Payments hereunder in szder to maintain this lease
in force during the primary term; however, this provision is not intended to relieve lessee of the obligation to
Pey royalties on actual production pursuant to the provisions of Paragraph 3 hereof.

5. lessee is hereby granted the right and power, from time to time, te pool or combine this lease, the lang
covered by it or any part or horizon therec? with any other land, leases, minezal estizes or parts thereof for tre
production of oil or gas. Units pooled hereunder shall 20t exceed the standard proration unit fixed by law or by
“he 0il Conservation Division of the Energy and Minerals Department of the State of New Mexico or by any other
lewtul authrority for the Pool or area in which said land is situated, plus a tolerance -f ten bezcent. Leassee shall
file written unit desigrations in the oounty in which the premises axe located and such 'nits may be designated from
time to time and either before or after the completion of wells. Prilling operations ac or production from any part
o¢ any such unit shall be considered far all purposes, except the payment of £oyalty, a3 operations comducted pon
or production from the land described in this lease. There shall be allocated to the land covered by this lease
included in ary such unit that portisn of the tetal production of pooled minerals froam walls in the unit, after
deducting any used in lease or unit operations, which the net oil or gas acreage in trs lard covered by this lease
included in the unit bears to the total number of surface acres in the unit. The prodicticn 30 allscated shall be
considered for ail purposes, including the payment or delivery of royalty, to be the ertire production of pooled
Binerals from the portion of said laad covered hereby and included in said ueit ir the same manner as though
produced frocam said land under the terms of this lease. Any pooled unit designated by _essce, as pProvided herein,
may be dissclved by lessee by recording an appropriate instrument in the County where zhe land is situated at any
tine after the coopletion of a dry hole or the cessation of production on said unit.

€. If at the expiratiom of the primary teom there is no well upon said land capable - protucing oil or gas, but
iessee has cormsnced cperations for driliing or reworking thereon, this lease shall cemain in force so long as
cperations are prcsecuted with no cessation of mors than 60 consecutive days, whether sych Sperations be on the same
well or on a different or addjgtional well or wells, and if they result in the production of oil or gas, sco long
thereafter as oil or gas is produced from said land. If, after the expiration of the Fomary cerm, all wells wpon
said land should become incapable of producing f£5r any cause, this lease shall not termicate if lessee commences
operations for additional drilling or for ceworking within 60 days thereafter. If +-y drilling, additional
drilling, or reworking operations herewrder result in production, then this lease shall remain in full force 30 long
thereafter as oil or gas is produced hereunder.

?. Lessee shall have free use of 0il, gas and water from said land, except water frca lessor's wells and tanks,
for all operations hereunder, and the royalty shall be computed after deducting any 30 ssd. Lessee shall have the
right at any time during or after the expiration of this lease to remove all property axi fixtures placed by lessee
oc said land, incliding the right to draw asd Temove all casing., When required by lessc:, lessee will bury all pipe
lises on cultivated lands below ordinazy plow depth, and no well shall be drilled withi- two hundred feet (200 ft.)
of any residence or timn now on sald land without lessor's consent. Lessor shall have the privilege, at his risk
and eipense, of using gas from any gas well on said land for stoves and inside lights in the principal cdwelling
thereon, out <f any surplus gae pot needed for operations hereunder.

8. The rights of either Party hereunder may be assigned in whole or in part and e provisions hereof shall
extend to their heirs, executors, atministrators, successors and assigns; but no change 12 the ownership of the land
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