vascnwws  OlL AND GAS LEASE e . .,

THIS ACREENMENT. -e-uu eniersd into thu . BN dov of February .. .... .19 BB tretbcies T -
. * JOHN V. DAMELE ‘and ROBERTA M.. DAMELE, husband and wife,.. - .-
.. P.O. Box 295 .« Eureka, Nevada. 89316 _ .. .
et o i o ' mai s HANAGAN_PETEQLEUM CORPORATION. P.0.-Box 1737
! ‘gbswle'l_‘l:. New_Mexico 88201 ) i cti Ve : -

H

3 WITNESSETH- TNt the leusor. for and in conudeistion of 8 10.00 OF HOTE. ... caith ia hend ‘pard. seongn of wdoch & Swmily ackmond dbnd,
and e esnaf ) ied on the pari- of theleisoe o be- paxd, kept and preiormed. has Geed, dewmded. .

. demue. jease-and let esclunisely unto caid lestee. with the eaclusse’ aght of mmemg, esplowes v graphysical and wther ©
g -tor e producing therefsom o and ali gas_of whalicever naturé oc bind, and .

and bcarding’ emplovees, bunding 1anks, power -slations, 1|'unhm plents, -pondi.. roadwsys,

. 3aid products -and the eaciulne surtace ‘and subsurisce nghts and paviieges selaved in

and - piniieges. aecrisery. wcident’ 10, of for the ] n slose

. eamct o0 tracts of lasd mtussed n the -County of m-n...mmka..__‘.».-’_'___. Fa— Y

SEE EXHIBIT "A"

XX

2 hna.rwdnmm-hue:h-llvcau'ntnfoﬂsImnmnfbvﬁmmdukindulqu-:dLn-sdwmwM-
l d a3 dees 4§ pnor to discovery of

-dlnndummm’mbdn\cmnhuidnm., are’ €Ot ”
¢ pooted therewith, lessee should drill s dry hoic.or holes thereon, o1 if after discovery of ail or gas
se shall’ not of lessew dd: } dnil ratORS sisty

commences O
from the dste of wm a dry hole or cessstion . I, et the of the pnimary term of
o1l or gas 15 not bring produred on OF from said lsnd or saxd pooled premuses but irsser 13 then engaged m gdniling or rewotking
lease shall conlinue in torce 3o long theresfter as dnihng or pe are i sted
velopment of operating unit which tncludes all or & pant of 1sud land; and dnlhy or ke
o not more than sty days shail elspse between the compiction or abandonment one well and the begionioa’ of operauoms
of anothcr weil 1t wil of gas shail be discovered and/or produced from any such weil or wells dniled; being dniied ov eewosied @t ©F after the
the primary téem of this lease. this iease shall conunue in fosce 50 long thereaites a5 ot O gas 8 peoduced érom the ieserd goewmes o from eny
ehich includes all or a pant of sa:d lsads. . : .
3. In conuderation of the premuses the said lessee covenants and smrees:
(a1 To deliner to the cvedit of bessor. free of cost in the pmhuﬂﬂ”mm*wm.ﬂwcﬁw-ﬂdm
and saved fiom the teaved premises. or ot the fessee’s option. may pey 10.the lessor for such one-erghth royalty, the
ravity presailing on the day such oil is tun into the pipe hne of wnto storexr tanks.
(b) To pav tewior for ga o‘vhmmmlhnuhndp'duudu\dnid.umddlmms-uﬂ'-ﬁmd-av.
thetetrom, nne-eightn. at tne market pnce ot the well for the gas sold. used off the premuses, of m the . of
e well producing gas nniy 15 not vold or used, tessee may pay of tender as rovalty One Dollar per WJ’ net
or tender 10 he made on of hefore the anniversary date of thus lease nest ensuing after the expurai:on
theteaiter nn or h-iore the annnernary date of thus lease dunng ithe penod such weil 13 shut m. 0 she foysity Dwwevs of ‘the SOYARY OWDETS
'r:v\ul depoutory hank herein dengnated. If ‘such. payment of ender 13 made, 1t Wil be conudered that gas » beng preduced withon the
ave. .
4 “npﬂllumllmlhtdnllmld.wﬁ lumluwmmm“‘ﬂmandlummw
thetewith as hereinafter. piosided on of before one yess (som the date heveof. this lease shall Sermumate os to both parnes, anbess the

wd o be

that date shall pay ov tender to the letsor of to the lessor's credit in e . First.-Interstate—— — Rt a 2.1_)..30:.325.1
Eureka ','..Neva,d_a..... 89315 ...... .. or W3 swcoreson. which shall . as the Gon sewasd adiess of chonpts in the
emmership of 1aid land, the tum of ONE..THOUSAND..FIVE. .HUNDRED‘.EIGHTY:I'.OUR.and.l.ﬂllocﬁ.‘.‘ DOLLARS -

s 1,584.10 ) which shall operste a5 & rental and cover the prvilege of the o for drilling of o well
for twehre manthe (rom aud date. In Lhe mannee and upeow lihe pavments or irnacrs the commencement of oprsations for drllma of & well mav be tusther
delerred 108 bhe perwds ot the same number o aw ety Al paymenty of tenders may he made hy chech o dfads of dessee Or any ngnes ,

erstond and sgreed that the contderstion first yecrtcd *.sern, the down Pavment, Coven ot

marled ot delivered an or butute the rentai paying
wnly the nriviicge granted to the date when RETUN pavable as aforesand. hut alwo the Irssee's night of estradma thet w:u:mu dlmfu;:;‘nd d
o

a
ad Al other 1ights conterted  Shuuld the depos e meeratter cluse without a surcesors. leswe Of A3 Muts v depost soval - any
Nationsi bank located in the same county with the dirst named hank. due botce of such depout, to br maled to MA‘ 4aes &nown address.

S Lessee. a1 its option 13 hereby given the right and power 8t any time an from time to time 83 3 recurs sight. either before or slter production.
- as 0 all or an¥ part of the iand described herein wnt 3% 10 any one o1 more of the formations hereunde) pool oF unttise the wasehold eslate and
ihe mionerat erate envered v this lease with other land. jease oF leases 1 the immediate vicinity for 1 production af o1l and g33. or wpstately for
the production of either. when in lessee 3 Judginent ot 18 DeTeEssary or advisable to do 30. and trrespective of whether suthorily smmilar to (his et
with tespect to such oiher 1and. lease or leases Likewise. units previously formed to include formatinns not producmg ot} or gas. mav be
10 exciude such non-pinducing farmations. The forming or reforming of any umit shall be accomplished by -tessee ewecuting and filing of record &
declaration of such unitization ot reformation. which declaration shall describe the unil  Any umit may lnllt*! 1and upan which & well has thereto-
fore been completed or upon which operations for drilling have n Srfling or reworking operaions of a. il
{ a market anvwhere on & unit which includes all or a8 part of thas iease shall be treated »s W it were produclion. driilwg oF
reworkINg operatiuns or a weil shut.n for want of 3 marker under this fease In lieu of the toyalties eliewhere fesem. fied. ncluding shut-mh
gas royailies. lessor shall receive on production from the unit so- pooled royalties oniy on the poruon of such uetron sllocated 10 this lease. such
atiocation shall te tnat pIOImllmn of the umt production that the total number of surface acres covered by (Ml lease and snciuded in the unit bears
ace acres in _such urit In addition to the foregoing. lessee shall have the right unitsze. pool. or combine all or any
.part of tne sbove ‘aescribed lands as 10 one or more of the formations thereunder with other iands in_the w general area by enterning inlo & €o-
operative or unit plan of development or operation approved by any, governmental authority and. from W e, weTh ishe spproval. 1o modify
~change of terminate 3ny such pian ot agreement and. in such event he terma. conditions. and provisions of ths deste shall be deemed modified to
conform to the letms. conditions and provisions of such approved coaperalive of unit plan of deveiopment o1 operalinn and. particularly. all duillag
and developmert requirements of this lease. express of implied. shall be satisfied by comp! 1ance with the @rillmg and develo requitements
Such plan or agreement. and this lease shall not terminate of eapire during the hife of such pian or agreement In the event that said ahove described
1ands or any pari thereof. shali Heteafter be operated under any such cooperative or umit glan of developmenl OF GPETILON ahereby mefmduﬂnon‘
therefrom 13 ailocated ta difterent po ns of the land covered by said pian. then the production atiocated to any partcular tract of tand shall for
ihe purpose of-compuling thé rovaities to be paid hereunder to lessor. regarded a3 having been procduced trom -ibe -particular tracs of land to
which it 13 allocated and nol to any other tract of land. and Ihe soyalty payments to be made hereunder to bewsor shall te based upon producion
enky as so allocaied Lessor shall formally express lessor's consent 10° any .cooperative or uril plar of developminl @f operation adopied by levwee
and_aspproved by any. & al agency by the samu upon_ request of lewsee. . . . .

6. Lesser mav. at anv time. telease this ease a3 o any steatum or and = to part or all of the lands shore dracribed. ster ahich ol saymens osd
liabilites theseatter tn accrue. a3 to the lands released. shall crase snd detrrmmne  lo the event of 8 pastial seiearw, the awacel deley eratsl abore meaticned
. shall he reduced proporionately. . : .
T . Leseer ali ‘have the nght 10 use, free of cost. gas, odl and water pruduted wa 8301 lend for ss. operstion Gcmen, swcept onter from ditches. ponde,
. cetervoirs, oi welis of lessor, !
When sequested by the lesior. letsee shall hury its pipe lines on cuttivated portions below plow droth. . )
No well shall_he dniled neaser than 200 fret 0 the bouse ot bam now on saud premuses. @ithout the written canaret of the drssar.
Lester shall pav for damagss couted hy his Operstian to growing crops on sad langs. -
Lesser shall hase the nght at any time to remove all machinery and fntures placed on sad premunes. unctuteg the naM 0 diaw andl srwmies Coting.
8. If the estate of erther party heretn 1t swigned, and the privilege of asugning in whole oz in part & v-wumdh-cd.mh it & agreed that wo change
ot divivion w0 ownenship of the land. sentals or rovalties, howeser accomplished. chall opetate to enlarge the rgaters o dreminuh the nadts of the lewwre.
the corensnts herrol shall eitend 1o their hes. evecutorns, Sdminsstrators. Succrssors or asgns. but change t the owarishp of the land or asmanment
of sentals o tosalties shall be binding on the leswee until siter the lensee has been turmihed with certibid coprs af mumments of utle dersigning tle {rnm
lessor, and 18 herrhy amired in the event thiy lease shall he assigned as o a past or pans of the ahove-lrurnbed tands snd the awignce or ass:gnees
ot wuch part or parts shall fail or make default in the payment of- the proportinats part of the renty due frnm B o them, such default shall am operate
10 detrat o0 altect thit rase ar as 1 enn part or parts of taud landy av s whah the said lersee or any amznec threerd shall make due pavement
savd rental In the esent o do of any per entitied o rentels herrundret, lesser may pav oF tender such sratah the credss of the decesird or the suate
N e wtraswd until such time 83 levser 38 furnished with propes evidence of the and on o ao - ol the cstate,
o if there be none. then untl levsee s 4 hed with '] 10 51 a3 10 the Beirs Of deviees of the decvased.
9 Lesur hetehy warrants and sarees 10 defend the title to the lands herein drscnbed. and serres that the lessre vhall hove the rirht st any. time %0 Dov few
Weator, any marlaage. ot ather liens on the abose-descibed lends in the esrnt of defautt of paymers hv bretoe. and be suhrogatrd 4= ihe nzhte of
the hoider (hereni. and lessor Rerehv sarees thet any wuch payments made by the lessre fur the letsor may be deducted from any amounts ol money ohub
s hecome die the destor wnder the trims of this lease )
0 U Gl bowe nens s less ntered s the ahmve-descnihed Lund than the enti'e anéd ondivided fee tmple ectate Theween. thrm G- gon Mus and rewishe
Retens el d hail he nad the bevus anty an prrpetion which R ante erst tears 0 the whiie 204 undiveded fev  Ama exdperst oo St ot tore frum fte
e ran desrstard 60 mhich the nterest rd lesanc mav he sulirect shell tw devtvrted foon she oty hesrn creterd
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thereafeer

ing ©Of. oper (60) days therveastsr.

7 resumes the payment Os tender of sental on of before. the sental-peymg dete mext- enswing siter 1be a2~
letion of production. expustion this dease, o~

e
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Cpetations heveon, thea the 2
bemng auw-w.c(nxsuuzn)‘lf




regulauion enacted or usued by eny suc .
britee may rely upon the wddress of -le1nor heren set fonh o1 upom the st X it
status of lestos nor an ervor in pevable to tessor Under the terms of U

with sny th

v enepeaBin B

npw

14.

k2 SR P s

11, “Leviee shall comply with all laws and requlation of ez
the person of the lessor herein and in 80 mﬂcnp-ryml letseé shall act te responn
bod ;

¥ ihe pu'mfn(dul!mmdw“u
ot & & rewuit of lenee’s good faith. vfions 10 comply with any [
. 51

‘against lessee. All of lessee’s and . sy
“us prevented ot hinderrd by o1 1 in:ronflet with Fds:i.

eifira) by of under public suthonty claiming midstuon. of Act of .
open -market. o' tranipontation ineread,
i be terminated i whole of ‘i pant, nor lensee beid L

- dniliing .or reworing oparatons .dunng e
ided. - howaver,  that delsy’ tentals. &3 herein "
primary term above stated by resson of such Suspemmon, lesson

L Sheclé any ganoe
d above

a3 lessors

cest or trmiphed. shall be sus , .
tate, County, o1 -mumiapel iswi. rules, regulations of' Ezecunve Ovders superted a3
adverse. iwld. westher, or markes tweons,” insbility to

ochOuls, MotL, Cr other conditions O Circumitances

ues. Tha time dunng which letsee

Jmase, under the contingencwes sbove
byn-mdmnmxnmdm_uuml-mi Owi -beade 18 entrnded
on the manner

ot wholly contiolied by ‘lesser, end thus bease shall -
o A there-

or
Whill be -prrvenisd trom. conducung
stated, shall be added to the Pramsry teren’ of the .°

the enniversary dates heveat =

shall pey #» annusl delay sent E ®

Mnn-mx’sih&-.mw!ndmhudn”.-lh&ﬂduvu-ir'-j‘hm

ué-!lﬁ'a—;hhhmwmmwﬂmm'hum- . .

Bereby eipressly reiesse snd waive oll ts' under &nd by virtes of |
lease i1 maade o3 seciad hevwm.. .

SEE EXHIBIT

I

alere wme, & Notary Public.

I3, T et e b om0 SRS P By e )
IN WITNESS WHEREOF, the undenigned emevts this insremant 00 of -0 day sud yess fust beve weittan,
JOHN V. DAMELE ROBERTA M, DAMELE
s.s. & . s.s. ¢ I
ACKNOWLEDGMENTS
o - . ' . f
STAT - .
cou STATE OF NEVADA .
. COUNTY OF 5 wpokn o
My cc - [ 4 V4 /‘
e before me, a notary public, :
who acknowledged that he exe ted the above instrument.
S1AT CAROLYN M. OLSEN
couvr Notary Public - Site of Neveds
. EUREKA COUNTY Nevads
e 37 Appoinument Bxplees Feb. 11. 1891
- STATE OF NEVADA
Mye  "COUNTY OF -
Oon
pefore me, a notary public,
who acknowledged that she exdcuted the above
. i I i % c
H = H H .1 . H o
sl -©  E I 3
z ; - T 5 €= i3
g £ 2E ¥ 1 EOE
STATE OF - } - CORPORATE. North Dakots South Debota, Nebsasis
COUNTY OF..
On this ... : .. dsy of P S
of the C that is

‘Jn.-d&n.-«.dm-ﬂ-wu—l

known wWome to be the .
ulmkd:vduanmluhwwm-.

My COMMISION Capres:

[

.. rs
.. - .

Notery Publse.
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J R - 1)y

.~ ATTACHED TO AND MADE A .PART CF
- B " THAT CERTAIN OIL AND GAS LEASE
DATED FEBRUARY 8, 1988, BETWEEN - : .
JOHN V. DAMELE AND ROBERTA M. DAMELE, : . P
LESSORS, AND HANAGAN PETROLEUM DR :
CORPORATION, LESSEE. .

DESLBIEIIQN v ;
Section 12: NEXSEX :
TownsHip 24 NorvH, Range 50 EAST
Section 2: Lot 3, SEXNWY
Section 7: Lot 2
Townsip 25 NorTH. RangE 50 EAST:
- SecTioN 24: SEXNWY, NW4SWY P
- - ..Section 25: SkSWk, SE%
: i SecTion 28: HWLNE%, SEXNW%
% S SecTion 32: SEXNE%
3 - Section 33: NWuNW¥ - .
i SecTion 35: EBNE%, SWXNEX, EXSW%, SEX
SecTioN 36: NWENEX. NWY%, NWkSWx
. o Section 19: SE%SW% o
: Section 30:  NWWNEX. EXNW%, Lot 2, Lot 3
- SEcTION 35: . NxNW%

S,

A A

v

14. Lessor hereby accepts as sufficient the bonus consid-

eration given by lessee and agrees that no additional cash,

amount is required as bonus consideration for signing this -

lease. Lessee, however, agrees to pay lessor additional

amounts in the event that lessee acquires additional lease-

hold interest in the lands described above from any other CZ]}E
mineral owner within two (2) years from the date of this
lease. The amount to be paid by lessee shall be equal to
the difference between the per acre price paid to lessor
herein for bonus consideration and the highest per acre
price paid to any subsequent lessor times the number of
gross acres leased from the subsequent lessor and propor-
tionately reduced by the fractional interest lessor herein
has in the subsequently leased tract. ’

RECORDED: AT THE REQUEST OF
- -BOOK /77 PAGE 066
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