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OIL & GAS LEASE
THIS AGREEMENT made this — _1SU. auy of __ EOTUATY 2004

19 ..., between

Ellen Damele
Sheep Creek Ranch
Carlin, NV 89822 o [Poat Ottics Address)

herein called lessor {whether one or more) and Trail MOuntainJ Inc, 2 105 S. Fourth St. 2 Artesj"a' NM 88210 . leagee:

Y. Lessor, in conalderation of TEN AND OTHER DOLLARS in hand pald, receipt of which ia here acknowledged, and of the royalties hereln provided and

of the agreements of the lessee hersln contained, hereby grants, lemses and lats exclusively unto leases for the purposs of investigatl
drilling, and operating for and producing oil snd gas, injecting gas, waters, other fluids, and nir into uub.urh?:a stratx, llvlng. '[ﬁpenlrlhg:?;:l&l:l‘:\? &Tu&:ﬁtd!m
tanks, roadways, telephone lines, and other structurss and things thereon to produce, save, take care of, ireat, process, atore and transport said min’erau,- the

following dbscribed Jand in Eureka

T26N, RS50E, M. D. M.

Section 1: SE4ANE4, E2SE4, W2S5W4
Section 11: NE4ANE4

Section 12: E2ZNE4, NE4ASE4

. For the purpose of caleuiating the rental payments hereinafter provided for, said ~ _36000
comprites more or lesa, pay provi for, anid land ia estimated to comprize acres, Y;h,um. it actuslly

2, Subject to the other provisions herein contained, this lense shall remain In force for a term of f|Ve years from this date lled * "
a3 long thereafter as oil or gas, is produced from said land or land with which aaid land is pooled, 1/8th (ealled “primary ygrm™), ghd
3. The royalties to be paid by lessee are: (a) on oil, and on other liguid hydrocarbons saved at the well, of that produced and sav
same to be delivered at the wells or to the credit of lessor in the pipe line to which the wells may be connhected; (b} on gas, ineluding euﬂihe&d.dcﬁm:‘m.idadlll::&
eous substances, produced fr maid land and sold or used off the premists or in the manufacture of gsscline or other p therefrom, the market value at
the mouth of the well of of the gas 8o sold or used, provided that on gas aold at the wells the royalty shall be [ of the amount resiized from
such sale; (o} and at any time when thin lease {s not valldated by other provisions hereof and there is a gas and/or condensale well on sald land, or jund pooled
ewith, but gas and/or condensate i nol being 3o 30ld or used and sueh well is Bhut in, either, before or after production therefrom, then on. or before $0 days
after sald well I» shut in, and thereafter at annual intervals, lessee may pay or tender an advance mnnua! ghut-in royalty equal to the smount of delay rentals
provided for in this lesse for the acreage then held under this lense by the party making puch payment or tender, and so long ns seid shut-in royalty is paid or
tendered this lease shall not terminate and it will be considered under all ciaunes hereo! that gas is being produced from the leased premises in paying quantitles,
Ench such payment ahall be paid or tendered to the party or parties who at the time of such payment would be entitled to recefve the royalties which would ba
gnid under this lease if the well were in fact producing, or be paid or tendered to the ¢redit of such party or parties in the depository bank and in the msnner
esreinafter provided for the payment of ‘rentain, )

4. It operations for drilling are not commienced on an{d land or on iand poaled therewith on or before one (1) vear from this date, ti‘lh lease shall terminate
‘a8 to both pariies, unless on or before one (1) year from this date lessee shall pay or tender to-the lessor o rental of S$1 '50per net acre which

shall cover the privilege of deferring commencement of such operations for a period of twelve (12} months. In llke manner and upon lke paymenta or tenders,
annually, the commencement of aald operstions may be further deferred for successiva periods of tweive (12) months each during the . primary term. Payment

County, Nevada, to.wit:

or tender may be made to the Jessor or to the credit of the leasor In the

Ipl.nk

at - - , which bank, or any succetscr thereof, shall
contince to be the agent for the lemaor and lessor's heirs and assigns. If such bank (or any succeasor bank) shall fall, liquidate, or be suceeeded by another bank,
or for any reason shall fail or refuse to accepi rental, lessee shall not be hald in default until thirty (30) daya after lesscr shall deliver ta iessee & recordshle
Instrument making provision for another accepiable method of payment or tender, and any depository charge im a linbility of the lesacr. The payment or tender
of rental may be made by check or draft of lessee, rnailed or delivered to sald bank or lessor, or any lessor if more than one, on or before the rental paying
date. Any timely payment or tender of rental or shut-in royalty which {a made in & hona fide attempt to make proper payment, but which {8 srroneous in
whole ar in part as to parties, amounta, or depositories shall navertheieas be sufficlent to prevent termination of thiz lemse in the same manner as though &
propu-edp'lyment had been made: provided, however, leasee shall correct such error within’thirty (30) days after lesves has received written notles thereof by
cartiti ‘il from lesnor together with auch instrumenta as are nscessary to enable lessee to make proper pavment. K
5. Leases iz hereby granted the right and power, from time to tlme, to pool or combine this lease, the Iand covered by it or wny part or horlzon thereof
with sny other land, leass, leases, mineral estaten or parts thereof for the production of oil or gss, Units pocled hereunder shall not exceed the standard pro-
ration unit fixed by law or by the New Mexico Qil Conaervation Commission por by other lawfu) authority for the pool or ares in which aaid land is situated, plus
& tolerance of 105, Lessee shall file written unit designations in the county in which the premises are located and such units may be designated from time to
time and either before or after the compietion of wells. Drilling operations on or production. from any part of any such unit shall he considered for all pur-
poses, except the payment of royalty, ss. operations conducted upon or production from the land described in this lemse. Thers shajl be allocated to the land
¢covered by thia lemse included in any such unit that portion of the total production of pooled minerals from wells in the unit, sfter deducting any used in lenne
or unit operations, which the number of surface acres in the land covered by this lease included in the unit bears to the total number of surface acres in the
unit, The production so allocated shall bhe consldered for all purpomes, including the payment or delivery of royalty, to be the entire production of pocled minarala
from the portion of said land eovered hereby and jncluded in said unit in the same manner as though produced from saild land uhder the terms of this lesse.
ny pooled unit designated by lessee, as provided hérein, may be dissolved by lessee by recording an appropriate instrument in the County whers the Jand s sit-
wsted at sny time afier the completion of a dry hole or the cesaation of production on said unit.

&, I prior fo the discovery of ofl or gas hereunder, lessee should drill and abandon = dry hole or holes hereunder, or if after discovery of oll or gas the
production thereof should cease for any csuse, this Jease shall not terminate {f lesbee commences reworking or additional drilling operations within 60 days
thereafter and diligently prosecutes the same, or (if it be within the primary term) commences or resumes the payment or tender of rentals or commences
operations for drilling or reworking on or before tha rental paying date next ensuing after the expiration of three months from date of abandonment of said

ry hole or holes or the tion of production. If at the expiration of the primary term oil or gas is not heing produced but lessee is then engaged in operations
for drilling or reworking of any well, this lease sha!l remain in force ao long «s such operationa are diligently prosesuted with no ceseation of more than 60
consecutive days, . If during the drilling or reworking of any well under thia paragraph, leasee loses or junke the hole or well and after diligent #fforts in wood
falth i{s unsble t0 complete anid operations then within 30 days after  the sbandonment-of said operationa lessce may commence another iwell and drill the same
with due diligence. If any drilling, additional drilling, or reworking operations hereunder result in production. then this lease shall remain in full force so long
-theresfter as oll or gas Is produced hereunder, .

7. Lessee shall have free une of -oll, gas and weter from said land, except water from lesaor's wells and tanke, for all operations hereunder, and the royalty
shall be computed after deducting any so used, Lessee ahall have the right at any time during or after the expiration of this leasa to remova zll prope and
fixtures' placed by lessee on sald land, Including the right to draw and remove ill casing, When . required by lessor, lessee will bury zll pipe lines on cultivated
lands below ordinary plow depth, and no well shall ke drilled within two hundred feet (200 ft.} of any residence or barn now on maid land without lessor’s cone
sent. Lessor shall have the prlvilege, at his risk and expense, of using gas from any gas well on sald land for atoves and inside lights in the principal dwelling
thereon, out of any surplus gas not needed for operations hercunder. | . B .

B. ‘The rights of either party hereunder may be masigned in whole or in part and the provialons heredbt shall extend to the heles, exeeutors, sdministrators,

% an fgns; but no change or divialon in the ownership of the land, or in the ownership of or right to recelve rentals, rorn]t[u or payments, however
accomplished shall operate to enlarge the cobligationa or diminish the rights of lesses; and no such' change or division shall be binding upon lesses for any pur-
pose until 30 days alier lesmes has been furnlshed by ocertilied mall ab lessee’s nrincipal, piace of business with acceptable instruments or certified coples
thereo! constituting the chain of title from the original lessor. If any such change in ownership occurs t,hroufl_i the death of the owner, lessee may pay or
tender any rentals, royaltlea or payments to -the credit of the decessed or his estate in the depository bank until such time as leasee has been furnished with
evidenca satisfactory to lesdte as to the persons entitled to such sums. In the event of an assignment of this léease na to » segregated portiom of sauid land, the
rentals paysble hersunder ahall be spportioned ss between the several leasehold owners ratably sccording to the surface ares of each, and default in rental
psyment by one shall not affect the rrzhu of other leasahicld owners hereunder. .An msssignment of this lease, in whole or in part, shall, to the extent of such
assignment, relieve and dlscharge iemsee of any obligations hereunder. and, i lessee or nsaignee of part or parts hereof shall fall or make default in the payment
of the proportionate part of the rentals due from such lessge or sasignee or fail to somply with any other provision of the leese, such default shall not affect this
leass in so far ma_it covers a part of sald-lands upon which lessee or any sssignee thereof shall z0 comply or make suth payments. Rentals as used in this
paragraph shall alio include shut-in rovalty, S . . .

9. Should lesses ba prevented from complying with any expresa or implied covenant of this lease, or from conducting drilling or reworking operations here-
under, ar from produeing oll or gas hereunder by reason of semrcity or inability to obtain or use equipment or material, or by operation of force majeure, or
by any Federal or staie law or any order, rule or regulation of governmental autharity, then while so prevented, lessoe’s duty wshall be suspended, and [eeses
shall not be lable for failure to comply therewith; and this lease shall'be axtended while and so long as lessee I8 prevented by any such esuse from condueting

drilllug or reworking operatlons on or from vrodueing oil or gas hereunder; and the time while lessee is 20 prevented shall not be counted sgainst Jessee,
anything in this lease to' the contrary notwithstanding. . '

B
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GLADY GOICOECHEA
y Wetary Public - State of Navada
Agpoimment Recorded in Eureka County
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