PRODUCERS 38-PAID UP

Rev. 5-60, No. 2-8pt. OIL AND GAS LEASE 1'?6690

AGREEMENT, Made and entered into the 21%v of May, 2001, by and between Eureka County, Nevada, by and through its County
Commissioners, whose post office address .. Box 677; Eu rehla, NV 89316, hereinafter called Lessor (whether one or more} and Yates
Petroleum Corporation whose post officdress is 105 South 47 Street, Artesia, NM 88210, hereinafter called Lessee:

WITNESSETH, That the Lessor, tnd in‘considcralion of —TEN AND MORE ---DOLLARS cash in hand paid, the receipt of which is hereby
acknowledged, and the covenants and agreem-iereinafter contained, has granted, demised, leased and let, and by these presents does grant, demise, lease and let
exclusively unto the said Lessee, the tand heresr described, with the exclusive right for the purpose of mining, exploring by geophysical and other methods, and
operating for and producing therefrom oil and as of whatsoever nature or kind, with rights of way and easements for {aying pipe lines, and erection of structures

thereon to produce, save and take care of said icts, all that certain tract of land situated in the County of Eureka, State of Nevada, described as follows, to-
wit:

Township Morth, Range 51 Fast, Mt. Diablo Meridian
Section 13.  An 8.00-acre {ract located in the S/2ZSWNE of Section 13,

Lying West of Nevada State Highway #278; Also described as that
portion of the NE of Section 13 lying more that 2,114.5° South of
the Northern border of Section 13, and Iying West of Route #278.

and containing 8.00 acres, tivr less.
L. 1t is agreed that this lease shall rn in force for a term of ONE (1) year from this date and as fong thereafier as oil or gas of whatsoever nature or

kind is produced from said leased premises o1 wcreage pooled therewith, or drilling operations are continued as hereinafler provided. If] at the expiration of the
primary term of this lease, oil or gas is not beiroduced on the leased premises or on acreage pooled therewith but Lessee is then engaged in drilling or re-working
operations thereon, then this lease shall cont: i force so long as operations arc being continuously presecuted on the leased premises or on acreage pooled
therewith; and operations shall be considered t.vontinuously prosecuted if not more than ninety (90) days shall elapse between the completion or abandonment of
one well and the beginning of operations for drilling of a subsequent well, If after discovery of oil or gas.on said land or on acreage pooled therewith, the
production thereof shouid cease from any causer the primary term, this lease shall not terminate if Lessee commences-additional drilling or re-working operations
within ninety (90) days from date of cessation m:duction or from date of completion of dry hole, If il or gas shall be discovered and produced as a result of such
operations at or after the expiration of the prinverm of this lease, this lease shall continue in force so long as oil or gas is produced from the leased premises or on
acreage pooled therewith.

2. This is a PAID-UP LEASE. In cucration of the down cash payment, Lessor agrees that Lessce shall not be obligated, cxcept as othcrwise provided
herein, 1o commence or continue any operationr:ng the primary term. Lessee may at any time or times during or after the primary term surrender this lease as to afl
or any portion of said land and as to any strata ratum by delivering to Lessor or by filing for record a release or relcases, and be relicved of all obligation thercaficr
accruing as to the acreage surrendered.

3. In consideration of the premises thid Lessee covenants and agrees:

Ist. To deliver to the credit of L. free of cost, in the pipe line to which Lessee may connect wells on said land, the equal one-eighth {1/8} part

of all oil produced and saved from cased premises. :

2nd. To pay Lessor one-cighth (11 the gross proceeds each year, payable quarterly, for the gas from each well where gas only is found, while

the same is being used off the prens, and if used in the manufacture of gasoline a royalty of one-cighth (1/8), payable monthly at the prevailing

market rate for gas.

3rd. To pay Lessor for gas prodi trom any oif well and used off the premises or in the manufacture of gasoline or any other product a royalty of one-
cighth (1/8) of the proceeds, at the m of the well, payable monthly at the prevailing market rate.

4. Where gas from a well capable of tucing gas is not sold or used, Lessee may pay or tender as royalty to the royalty owners One Dollar per year per net
royalty acre retained hereunder, such payment ¢xler to be made on or before the anniversary date of this fease next ensuing after the expiration of 90 days from the
date such well is shut in and thereafter on or be the anniversary date of this lease during the period such well is shut in. If such payment or tender is made, it will
be considered that gas is being produced withir neaning of this lease.

5. If said Lessor owns a less interest7e above described land than the entire and undivided fee simple estate therein, then the royalties (including any
shut-in gas royalty) herein provided for shall be the Lessor only in the proportion which Lessor's interest bears to the whole and undivided fee.

6. Lessee shall have the right to usce of cost, gas, oil and water produced on said land for Lessee's operation thereon, except water from the wells of
Lessor. ‘

7. When requested by Lessor, Liesses:i bury Lessee's pipe line below plow depth.

8. No well shall be drilied nearer thins feet to the house or bamn now on said premiscs without wiitten consent of Lessor,

9. Lessee shall pay for damages causy Lessee's operations to growing crops on said land.

10. Lessee shall have the right at any " |o remove all machinery and fixtures placed on said premises, including the right to draw and remove casing.

11. The rights of Lessor and Lessec hnder may be assigned in whole or part. No change in ownership of Lessor's interest (by assignment or otherwise)
shall be binding on Lessee until Lessee has beetnished with notice, consisting of certified copies of all recorded instruments or documents and other information
necessary to establish a complete chain of recotic from Lessor, and then only with respect 1o payments thereafter made. No other Kind of notice, whether actual or
constructive, shall be binding on Lessee. No pet or future division of Lessor's ownership as to different portions or parcels of said land shall operate to enlarge the
obligations or diminish the rights of Lessce, anl Lessee's operations may be conducted without regard to any such division. If all or any part of this lease is
assigned, no leasehold owner shall be liable for act or omission of any other leaschold owner,

12. Lessee, at its option, is hereby g.the right and power at any time and from time to time as a recurring right, either before or after production, as to all
or any part of the land described herein and as t onc or more of the formations hereunder, to pool or unitize the leaschold estate and the mineral estate covered by
this lease with other land, lcase or leases in ttumediate vicinity for the production of oil and gas, or separately for the production of either, when in Lessee's
judgment it is necessary or advisable to do so. irrespective of whether authority similar to this exists with respect to such other land, lease or leases. Likewise,
units previously formed to include formations »roducing oil or gas may be reformed to exclude such non-producing formations. The forming or reforming of any
unit shall be accomplished by Lessee exccutind filing of record a declaration of such unitization or reformation, which declaration shall described the unit. Any
unit may inciude land upon which a well has tlufore been compieted or upon which operations for drilling have theretofore been commenced. Production, drifling
or reworking operations or a well shut in for vof a market anywhere on a unit which includes all or a part of this lease shall be treated as if it were production,
drilling or reworking operations or a well shufor'want of a market under this lease. Tn lieu of the royalties elsewhere herein specified, including shut-in gas
royalties, Lessor shail receive on production fres: unit so pooled royalties only on the portion of such production allocated to this lease; such allocation shall be that
proportion of the unit production that the total ter of surface acres covered by this lease and included in the unit bears (o the total number of surface acres in such
unit,  In addition to the foregoing, Lessee shawve the right to-unitize, pool, or combine all or any part of the above described lands as to one or more of the
formations thereunder with other lands in the s pencral area by entering into a cooperative or unit plan of development or operation approved by any governmental
authority and, from time to time, with like appi, to modify, change or terminate any such plan or agrecement. In the event that said above described lands or any
part thereof, shall hereafter be operated under such cooperative or unit plan of development or operation whercby the production therefrom is allocated to different
portions of the land covered by said plan, thev production allocated to any particular tract of land shall, for the purpose of computing the royalties to be paid
hereunder to Lessor, be regarded as having becoduced from the particular tract of land to which it is allocated and not to any other tract of land; and the royalty
payments to be made hereunder to Lessor shall hsed upon production only as so allocated. )

13. All express or implied covenants s lcase shall be subject to afl Federal and State Laws, Executive Orders, Rules or Regulations, and this lease shall
not be terminated, in whole or in part, nor Lesscld liable in damages, for failure to comply therewith, if compliance is prevented by, or if such failure is the result
of, any such Law, Order, Rule or Regulation.

14, Lessor hereby warrants and agrer defend the title to the lands herein described, and agrees that the Lessee shall have the right at any time to redeem
for Lessur, by payment, any mortgages, taxcs ovr fiens on the avove described lands, in the event of default of payment by Lessor and be subrogated to the rights
of the holder thereof, and the undersigned I.es, for themselves and their heirs, successors and assigns, hereby surrender and release all right of dower and
homestead in the premises described herein, ins as said right of dower and homestead may in any way affect the purposes for which this lease is made, as recited
herein.

15. Should any one or more of the s hercinabove named as Lessor fail to execute this lease, it shall nevertheless be binding upon all such parties who
do execute it as Lessor. The word "Lessor,” as + i this lease shall mean any one or more, or all of the parties who execute this lease as Lessor. All the provisions of
this lease shall be binding on the heirs, successod assigns of Lessor and Lessee.

ADDITIONAL PROVISIONS

16. Lessee has the option, bu: "he obligation to renew this lease for Two (2) successive one-year terms by notifying Lessor, in writing, of Lessee’s
intention to renew, on or before 15 days prior tc-uxpiration of cach one-year term. Along with such written notice to renew, Lessee shall tender to Lessor an amount
cqual to the amount paid for this initial lease . and this lease shall continue in full force and effect for each such renewal period. No further action shall be
required to keep this lease in full force and effec cach of the successive one-year renewal terms.

17. Within four (4} months t¢ termination of this lease or the cessation of production, whichever is carlier, Lessec agrees to clean up the
leasehold so as to lcave the land in substantiall» same condition as it was when this lease was signed. Further, Lessee agrees to pay for all costs of cleaning up the
leaschold and ail legal and other fees incurred worcing this provision should Lessee fail to satisfactorily clean up the land after the lease has expired or production
has ceased, whichever is earfier.
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IN WITNESS WHEREOF, thisrument is executed as of the date first above writlen.

Eureka County, by and thigh its County Commissioners
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IQETE ﬂro}c OECHEH
By:
Title a#ﬁ I'EM/-? A}

By: g/.s-/é é f=0 MJJ./

Title:, P am—

DomnalbAariey
By:_\,(:)ﬁnmx\_ Q P\(\&.&L

Title: OJ;V\A ,\:&U\ (bm.(\'\ ﬂi)«..hg‘;m)\

Wiyne D, Rosin
By: )’S Ot SR a—

Title: M %’W&w—-\_—._

STATE OF Nevada } ACKNOWLEDGMENT
} ss.
COUNTY OF Eureka }
wh
On this 0,\’0 day of 4 » A. D. 2001, personally
appeared éﬁ]&f P gjou_nex__h./ A v a. /?Mﬁ.fuaf 211X, M_u it fberiiort) . Aol
& E;Aufb @:‘mdlh Mwuu,«_u pv(,ﬁ,m ) , tlome

personally known, who, being by me duly sw. did say that they are the County Commissioners of Eureka County Nevada and that said instrument

was signed and sealed in behalf of said Eurclounty, Nevada by-and through its Commissioners, and said Eureka County Commissioners acknowledged

said instrument to be the free act and deed o¢ Eureka County.

IN WITNESS WHEREQF, [ haveunto set my hand and affixed my notarial seal the day and year last above written,

(SEAL} Li)j td_2 ﬁ @Al At
) Notary Public.
My Commission expires dZZ%’F 132003
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