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THIS AGREEMENT, made and enterno this ___28th day of October X19_2002
“by and between _M1lton Bors & :sa M. Bors, husband & wife

53 - 5th St. S.W., Mecine Hat A.B. Canada T1A-4G3

: . hereinafier called lessor
(whether one or more} and Yates troleum Corporation 105 S. 4th st. Artesia, NM 88210

: - - - - - — . hereinafier called | y
1. Lessor, for and in consideration of 11 bonus in hand rald. receipt of which is hereby acknowledged, and of the covenants and agrecmentghere?i c((:)(:)t:gﬁz{:l

to be kept and performed by the lessee, does by grant, demise, lease and let exclusively unto said lessee. with the exclusive ri htof mining, explori i

and other methods and oﬁerating for and ‘wcing therefrom oil, gas, condensate, nssociated hydrocarbon substances, fmd any otlféf aﬁbstzﬁrii%mlﬂg:ﬂc?h
association therewith of w atsoever nature od{leased substances), and laying pipe lines, telephone and telegraph lines, housing and boarding employees, building
tanks, power stalions, gasoline plants, pondaiways, and structures thereon, i produce, gave, market and tuke care of said products and the exclusive su;'l'ace and
subsurface rights and privileges related in miwnner to any and all such operations and any and all other rightz and privileges necessary, incident to, or convenient for

the economical operation alone or jointly watighboring land for such purposes, all the following described land situated in the County of __Eureka
State nf _.Nevada

Township 27 North, ige 52 East MDB&M
Section 18: Ilott & 2, E/2NW/4, (NW/4).
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including, in addition to the above-describeu!, all accretions thereto and any and all strips or parcels of land, other than those constituting regular governmental
subdiviaions, adjoining or contiguous to these described land, and any and all leased substances underlying lakes, streams, roads, easements, and rights of way
which traverse, adjein, or are contiguous to, sands, which are owned or claimed by lessor, or rights to which may hereafter be established in lcsaor(lcases premises),

For determining the amount of any paymentrunder based on acreage the leased premises shall be treated ag comprising 154.94 acres, whether
there be more or less. ive '

2. Itis agreed that this lease shall rentn force for a term of £rxyears from the date herenf and aslong thereafler as leased substances are produced from the
leased premises or lands pooled or unitized ewith or operations are continued as hereinafter provided. If prior Lo discovery of leased substances on the leased
premises, or on lands pooled or unitized there. tessee should drill a dry hole or holes thereon, or if after discovery of leased substances, preduction should cease for any
cause, including, but not limiled to repair, reving, recompletion or plugging back operations {well operations} conducted by lessee, this lease shall not terminate if
leasee commences additional well operations :none huncﬂ—ed fwenty (120) days thereafter or (if it be within the primary term) commences or resumes the paymentor
tender of rental on or before the rental paying next ensuing after the expiration of four {4) months from the date of completion of a dry hole or cessation of production.
If, at the expiration of the primary term of thase, leased substances are not being produced on or from the leased premises or lands pooled or unitized therewith but
lessee in then engaged in well operations the. then this lease shall continue in force so long thereafter as well operations are being continuously prosecuted on said
land or on a drilling or development or operasnit which includes all or part of said land; and well operations shall be considered to be continuous y prosecuted if not
more than one hundred twenty (120) days shiwpse between the completion or abandonment ofone well and the beginning of well operations for another well, orif not
more than one hundred twenty (120) days shiupee between cessation of production of one well and the cemmencement of well operations on said well. If any leased
substance shall be discovered and/or produ.c-om any such well or wells so driiled, being drilled, reworked, recompleted, plugged back or repaired at or after the
expira%i&:l‘l. oll' the primary term of this lease, lease shall continuein force as if such weli or wells had been continuously preducing on the expiration of the primary
term of this lease, .

3. In consideration of the premises, it weby agreed as follows: '

(1) Lessee shall deliver to the creditssor, free ofcostin the pipe line to which lessee may connecl itswells, the equal oneeighth pariofall oil, condensate or
other liquid hydrocarbons produced and savomi the leased premises, or at the lossee’s oplien, may pay to the lessar for such ane-cighth rayalty, the market price for oil
of like grade and gravily prevailing on the duch oil is run into the pipe line or into atorage tanks, : [ .

(b} On gas, casinghead gas and slier gases produced from the leased premises or used off the leased premises nr in manufacture of gasoline or other
products, lessee shall pay to lessor a sum e one-eighth of the gross proceeds less all transportation, treating and com ressing charges and applicahle taxes,
received from the sale of such produced substs where the same are aold at the mouth of the well or, if nat sold at the movth of the well, then one-eighth of the market

"value thereof at the mouth of the well, but in vent more than one-eighth of the actual amount received hy lessee for the sale thereof,

(c) Lesseeshall pay to lessor as roy tor any substancecovered by this leaseother than oil, condensate, liquid hydrocarbons or gas produced from the leased
premises, a royalty share ol one-tenth of the prds received for the sale of such substances after deducting all transportation and processing costs incident to placing
the same in a marketable condition. -

{(d) Ifawellontheleased premisos cids pooled or unitized therewith is carahle af producing gastincluding earinghead gas) and such well is shutin for lack
of gas market or for lack of producing facilities juipment or otherwise, such well shall nevertheless he ennsidered aa though it were producing gas in paying quantities
for the purpose of maintaining this jease in e. whether during or after the primary term. and lossee shall pay shut in ruyalty puyments to lesror equal to the delay
rentals provided in paragraph 4 below. Said sn royalty payment shall be paid in the same manner and in the same amount as payment for delay rentals and shall be

ayable on the anniversary date of the lease insuing ninety (90) days following the date the well is shulin and annually thereaiter. Each payment shall extend the
rease for a period of one year from the annivey date of the lease. Upon payment of said shut. in rovalty payment it'shall be conclusively deemed shat gas i8 being
produced from the leased premises for the penf time such payments are made. R . : e '

{e) Lesgee shaliiave free use of leaunbstances and water from the leased premises, exsepl water from lessor's wells and tanks, for all operations hereunder.

- 4, Ifdrilling nper_ations‘are nu\‘.’cummcl on the leased premises on or before one year from this date, this lease shall then terminate as to both parties unless

lessee on or before the expiration of said pennail pay or t.ender' to lessor, or to the credit of Tessar in _ - Bank of Montreal Bank at
3215-E " Dunmore Road E: * Medicine Hat A.B. T1B-2H2

or any successor bank, the sum of One hired fifty- ﬁ% a};’s &MQ hn‘n%n%% E%ﬁx) “rental”, which shall extend for twelve (12) months

the time within which drilling operations me commenced. Thercafter, annually, in like manner and upon like payments or tenders the commencement of drilling
operations may be further deﬁerred for peried.welve (12) months each during the primary term. Payment nr tender of rental may be made by check or draft of lessee
delivered or mailed to the authorized depositeank or to lessor (at address last known to lessee) nn or before such date for payment, and the payment or tender will be

“deemed made when the check or draft is so a:red or mailed. If said named or successor bank {or any other bank which may as hereinaffer provided have been
designated as depository) should fail or liqui-ur for any reason refuse or [ail Lo accept rental, lessee shall not be held in default for failare to make such payment or
tender of rental until sixty (60) days after lesinall deliver Lo lessce a proper recordable instrument naming another bank to receive such payments or tenders. The
above named or succéssor bank or any other « which may be designated as depository shall be lessor’s agent. Drilling operations referred to in this paragraph or
elsewh]r:re in thir lease shall be deemed to be rwenced when the first material is placed on the leased premises or when the first work is done thereon which is necessary
for such operations.

b. "Lessee, atits oplion, is hereby given sght and power at ani\: time and from time to time as a recurring right, either before or after production, asto alloran
partofthe leased premises and as tn any one ore of the formations thereunder, to pool or unitize the leasehold estate and the mineral estate covered by this lease witf;
other land, iease or leases in the immediate vi~ for the praduction of oil and gas, or separately for the production of either, when in lessee's judgment it is necessary or
advisabletodoso, and irrespective of whether.ority similar to Lthis exists with respect to such other land, lease or leases. Likewise, units reviously formed to include
formations not producing oil or gas, may be rmed to exclude such nen-producing formations. The forming or reforming of any unit shall be accomplished b EySee

" executing and filing of record a declaration o) unitization or reformation, which declaration shall describe the unit, Any unit may include land upon whicf‘: 1
has theretofore been commenced or completeu son which lessee contemplates commencing a well within the next ensuin ninety (90)day period. Production, dmg
or reworking operations or a well shut in for wi a market anywhere on a unit which includes all or part of this lease shall be treated asifit were production, dril T
reworking operations or a well shut in for want market under this lease. In lieu of the royalties elsewhere herein specified, including shut in gas royalties, lessor'shall
receive on production from the unit so pooled, Jties only on the pertion of such production allocated to this lease; such allocalion shall be that proportion of th it

roduction that the total number of sur{ace scovered by this lease and included in the unit bears to the total number of surface acres in such unit. In addition e

oregoing, lessee shall have the right te uniticol, or combine all or any part of the above deseribed lands as 1o one or more of the formations thereunder with mr
lands in the same general area by entering intnoperative or unit plan of development or operatinn approved by any governmental authority and, from time tot
with like appruvafto modify, change or ternie any such plan or agreement and, in such event, the terms, conditions, and provisions of this lease shall be di
modified to conform to the terms, conditions. provisions of such approved cooperative or unit plan of development or operations and, particularly, all drillin
development requirements of this lease, exprrimplied, shall be satisfied by compliance with the drilling and development requirements of such {an or agreel
and this lease shall not terminate or expire du the life of such plan or agreement. In theeveni that said above described lands or any part thereot'?shall hereal
operated under any such cooperative or unit juf development or operation whereby the production therefrom is allocated to different portions of theland cove ¥
said plan, then the production allocated to anrticular tract of land shall, for the purpose of computing the rn&ra}lties to be paid hereunder to lessor, be regardedas
having been produced from the particular trazond to which itis allocated and not to any other tract of land; and the royalty payments to be made hereunder to lessor
shall be based upon production only as so allod. Lessor shall formally express lessor's consent to any cooperative orunit plan of development or operation adopted by
leasee and approved by any governmental ayy by executing the same upon request of lessee,

6. Lesseemay, at any time and from tiniime, deliver to lessor or file of record a written release of this lease a5 to a full or undivided interest in all or any portion
of the area covered g this lense or any depihrunes thereunder, and shall thereupon be relieved of all obligations thereafter arising with respect to the interest so
veleased. If lessee releases all or an undividiterest in less than all of the aren covered hereby, lessee’s obligation to pay rentals and shutin royalties shall be
proportionately reduced in accordance with tnt acreage interest retained hereunder,

When requested by lessor, lessee shury its pipe lines on cultivated portions of the leased premises below plow depth.

No we]leghall be drilled nearer than ‘tet to any house or barn now on said remises, without the written consent of lessor.

Lessee shall pay for damages cause its operationa to growing crops on saig lands,

Lessee shall Eave the right at any tio remove all mnciinery and fixtures placed on said premises, including the right to draw and remove casing.
Lessee shall have the right to inject w, gas or other substances into any zone or stratum underlying the leased premises which is not productive of fresh
waler,

8. Theprovisions hereof shall extend to oe binding upon the heirs, devisecs, legal representatives, successors and assigns of lessor and lessee, and the rights of
either party hereunder may be assigned in w oz in gart, but no chancfe or division in the ownership of the land, rentals or ro alties, however accomplished, shall
operale or be construed 5o as to enlarge or incr the obligations or burdens of lessee, or diminish its nghts. Specifically, but not by way of limitation of the foregoing,
lessee shall not be required to offset wells on rate tracts into which the land covered by this lease may hereafter be divided, or to furnish separate measuriny or
receiving tanka. Notwithstanding any actual mstructive knowledge of or notice to lesses, no change in the ownership of said land or the right to receive rentals or
royalties hereunder, or any interesi, therein, ever accomplished, shall be binding on lessee (except at lessee's option) until thirty (30) days after lessee has been
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the party claiming as the result of such changeinownership or

furnished with written notice thereof, togeti*ith the supporting information hereinafter referred to, bl\_rl
er instruments or proceedings necessary in lessee’s opinion to

interest, Such notice shall be supported hy mal or certified copies of all recorded decuments and o,
eatablish the ownership of the claiming parl} advance payments ol rentals made hereunder within thirty (30) days after receipt of snid documents shall be bindin
on any direct Dr.mdlrect assignee, grantee, see, administrator, executor, heir or successor to the lessor. In the event of an assignment or sublease of this lease as lf)
segregated portions of the land above deser.the rental payments hereunder shall be apportioned as to the several leasehold owners ratabiy according to the surface
aren of each, and default in the rental payr or any other default by one shall not affect the rights of the other leasehold owners.

9. Lessor hereby warrants and agreeicfend the title to the Jands herein described, and agrees that thelessee shall have the right and option at any time to pa
and discharge on behalf of lessor, any morts, taxes or other liens on the above described lands, and shall thereafter be subrogated to the rights of the holder thereo%:

and lessor hereby agrees that any such payta made by the lessee for the lessor may bededucted from any amounts of money which may become due the lessor under
the terme of this lease. =

10. I lessor owns aless interest than titire fee or mineral estate (whether or not a lesser interest is stated above}, therentals and royalties herein provided
H A A I f H ! id
be paid to Jessor only in the proportion thasor's interest bears Lo the entire fee or mineral estate. If, however, during the term of Lh)ifa lease Iessorp;cquire:}x;ﬁl;

additional interest in the fee or mineral estach acquired interest shall be partof thelease and, then and in that event on 519 nextsucceeding rental anniversary after

lessor shall have notified lessee of the sccure of such event and shall have furnished lessee with satisfactory proof thereof, the rental shall be increased to cover the
additional interest so acquired by the less:

11. Lessee’s obligatiens under this icwhether express or implied, shall be subject to all applicable laws, rules, regulations and order. v
authority having or purporting to have jurion, including restrictions on the drilling and production of wells and the pn!i:ue of oil, gas and SLﬁtg'rsi%itg;ci;nc?\?:r'fci
hereby. When drilling, reworking, productir uther operations are prevented or delayed by such laws, rules, regulations or orders, or by inability to obtain equipment,
services, malerial, water, electricity, fuel, a5 or ersements, or by fire, flood, war, rebellion, insurrection, riot, strike or labor disputes, or by inability to cbtain a
satisfactory market for production or failu-eurchasers or carriers to take or transport such production, or by any other cause not resonably within lessee’s control
this lease shall not terminate because of sucevention or delay, and, at lessee’s option, the period of such prevention ur delay shall be added to the term hereof,

12.  This lease shall not terminate for ire to pay delay rentals, shut in royalties or otherwise, and no litigation shall be initiated by lessor with respect to :;ny
breach, default or other event by lessee herer, lor a period of at least ninety {90} days after lessor has given lessee written notice fully describing the breach, default or
other event, and then only if lessee fails to ray the breach, default or ather event within such period. In the event the matter is litfgated and Lhere is a final judicial
determination that a breach or default has ~red, this lease shall not be forfeited or cancelled in whole or in part unless lessee is given a reasonahle time after said
judicial determination o remedy the breach.ult or other event and lessee fails Lo do so. In the event this lease s cancelled and a producing well is located on the Jeased
preniises, lessee shall reiuin the drill site wnnounding said wall for as oty as aaid well ja productive of lensed substances,

13. Thislease may be executed in any :wer of counterparts and each such coun terpart so executed shall have the same loree and effect as an original instrumeht
Should any one or more of the parties above d as lessor fail Lo execute this lease or any counterpart thereof, it shall nevertheless be binding upon all such parties who
do execute it as lessor. The word “lessor™ ast in this lease means the party or parties who execute this lease whether or not named above,

14, The undersigned lessors for themss and their heirs, devisees, legai representalives, successors and assigns, hereby expressly release and waive all rights
under and by virtue of the homestead exer: faws insofar as such laws periain to the leased premises. ;

IN WITNESS WHEREOQF, the undersu execute this instrument as of the day and year first above written, &
Y, A ﬁ oo 7. 9y

MIFton EG. Anna M. Botrg
STALE-SF ? rduinoe 0'1; Aﬂlﬂ- Montiana, Idaho, North Dakota, South Dakota, Nebraska, Wyoming,
C A M A D 'Ar as. Colorado, Utah, Arizona, Nebraska, New Mexico
COWNPOF _ gml_ ACKN@WLEDG SMENT — INDIIDUAL
On this Ldayof:ml ) before me, d' 1¢ eyt ' ¥ 14hﬁ |B
{ [
a Notary Public, personally appeared l 1 mA/ or

(= L4
oA Anna . Bo-

, known to me to be the person
who is described in and who execuled the foreg instrument, and duly acknoewledged before me that he execuifd Mie same.

.
Witness my hand and official seal. TRICK M. BISHOP . a
A Caoissioner F?r gag‘%oﬁnd Notary Public LA e
My comnmission expires: ___—A'g'gfy PW Addmaﬁta 30‘%)*}5. 1 Wealul 2.4 Ad_ 4: -

Toing A Solicltor Mdicko Nal, AR,  CANADA
TIA A& 8

STATE OF i Montana, Idaho, North Dakota, South Daketa, Nebraska, Wyoming,
B8, Colorado, Utah, Arizona, Nebraska, New Mexico
COUNTY OF ACKNOWLEDGEMENT — CORPORATE
Qn this ) day of 19 before me,

a Notary Public, personally appeared

, to me personally known,

being by me duly sworn, did say Lhat he is ths ROOK . ;44? - EAGE -ﬁ /
of QFFICIALRECORDS
RANIY TSI R
>/6IJIA ammmt waa signed in
behalf of said corporation by authority of its H of Directors and said 92 JUL 3 E PM ‘ : U 8

acknowledged before me thatgaig-corporation executed the same.
E TR

Witness my hand and official seal. : MEL ﬁEBALE AT} , RECORD‘..ER 00
Notary Public : ]F!LE N0 FEES :} 5~

My commission expires: Address: 1'784
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