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Producer's 88-——{Producer’s Revised 1965) ’ ‘{F;orx? 142

THUSGIL & GAS LEASE
THIS AGRERMENT mado this 1St Ly o EDIUBTY 2004

Printed and for sale by Hall-Poorbaugh Press, Raswall, N. M,

19—, between

Stephen and Pauline Damele, Husband and Wife
655 West County Line Road : -
Gooding, [danc 83330 : o (Poit Gtfles Addrems)

herein ealled lessor (whether one or more) and Trail Mountain, Inc., 105 §. Fourth St., Artesia, NM 88210 Legget:
1. Leasor, in conslderation of TEN AND OTHER DOLLARS In hand paid, receint of which {a here acknowledged, and of the royaltles herein pr vit:led d.

of the agreements of the lessee herein contained, hereby grants, leases and ?ets excluaively un ¢ e by

drilling, snd opersting for and producing oll and ges, {njecting xn.:, watars, oth e T e Durpote of Invextigating, exploring, prospesting,

[
er {luids, and niy into subsurface strata, laying pipe lines,
tanks, roadways, telephona lines, and other structures and things therecn to produce, naw.:. take care of, treat, process, 'Ml:l?e ':nﬁ Krn‘nfport‘tf:}grmTr‘n'lrk:\?lif-Mt'J‘::

following dsacribed land in _Eureka

T26N, R50E, M.D. M. -
Section 1: SE4NE4, E2SE4, W25W4
Section 11; NE4NE4

Section 12;: E2NE4, NE4SE4

. For the purpose of calculating the rental payments hereinafter provided for, eaid land i t i 36000
comprites more or Jews. i 2 ed for, said land s estimated to comprise o — — "1 . acres, yvhether it netually

. 2, Bubject to the other provisions herein contained, this lease shall remain In force for a term of
as long thereafier as ofl or gas, la produced from said lamd or land with which said land ix pool

County, Nevada, to.wit:

flve years from this date {called “pri_mary term"), and

8. Tha royalties to be paid by lestes are: () on oll, snd on other Hauid hydrocarbona saved at the well, 1/8th of that produced and saved from aald [snd,
same to be delivered at the wells or to the credit of lessor in the pipe line to which the wells may be connected; (b} on gas, [ne]l)udinz caninghead gus sand “II‘”_
e0us substances, produced ¢ said land and sold or used off the premises or in the manufacture of gasoline or other therefrom, the market value at
the mouth of the well of . of the gas so sold or used, provided that on gas sold at the wells the royalty shall bei of the amount realized from
such sale; (c) and at any time when this lease iy not validated by other provitiona hereol and there is a gas and/or condensate well on waid land, or Jand pooled
therewith, but gas snd/or condensate i3 not being so sold or used and such well {3 shut in, either before or mfier produciion therefrorn, then on.pr before 5 duys
aflter ulJ well is shut in, and thereafter at annual intervals, lessee may pay or tender an advance annual shut-in royalty equal to the amount of delsy rantals
provided for in this lease for the acreage then held under this Jease by the party making such payment or tender, and so [ong ws gafd shut-in royalty 1- pald or
tendered this lease shall not terminate .and it will be considered under all clauses hereof that gas is being produced from the lemsed premises in paying quantitiea,

Ench such payment shall be paid or tendered to the party or parties who at the time of such payment would be entitled to roceive tha royalties which would
gl.ld under this lease If the well were in fact

producing, or be paid or tendered to the credit of such party or partles in the depository bank and h
ereinsiier provided for the payment of rentals. ’ 4 " N il it fn the manner

4, It operations for drilling sre not commenced on said lend or on land pooled therewlth on or hefore one (1) year from this date, this lease shall terminate

a4 to both partles, unless on or hefore one (1) year from this date lessee ahall pay or tender to the lessor a rental of 8$1 'So—per net acre

which
ahall cover the privilege of deferring commencement of auch operations for a period of twelve (12) months. In like manner and upon like payments or tenders,
annually, the commencement of aald operations may be further deferred for succzssive periods of twalve (12} months esch

jnjélnz th:frin:p term, FPaymsnt
or tender may be made to thja. lessor or to the credit of the lessor in the ”2‘39;9 ‘/ ol l g#' g‘?f’}k Sl Kg . ~—. Bank
at’ Pp BWC j’] g 3 7;1’&’ M!ﬂft. Qﬂﬂ l’}ML . ijﬁ-éi? 937339 d , which bank, or any wmcceisor thereof, shall

continue to be the agent for the lessor and lsewor's heirs and assigns, ‘It such bank (or any successor bank) shall fail, liquidate, or ba succeeded by another bank,
or for any reason shall fail or refuse to mccept rental, lesses shail not be held in default until thirty (30) daya aftar leswor shall deliver to lesses & recordable
instrument making provision for another aceeptable method of payment or tendey, and any depository charge is a Hability of the lessor. The payment or tender
of rental may be made by check or draft of lessee. mailed or delivered to sald bank or lessor, or any lessor Jf more than one, on or before the rental paying
date. Any timely payment or tender of rental or shut-in royaity which is made in & bona fide attempt to make gropa‘r payment, but which Is erroneous In
whole or in Dart as io parties, amounts, or depositories ahall nevertheless be sufficlent to prevent termination of this lease In the same manner az though a
prapcr.dplymmt had been made: provided, however, lessee shall correct such error within’ thirty (80) days after lessee has received writien notice thereof by
cartified mail from lessor together with such instruments as are neessary to enable lessee to make proper payment, ,

5. Luesses i» hereby granted the right and power, from time to time, to pool or combine this lease, the land covered by it or any part or horison thereof
with any other land, lease, leases, minernl eatates or parts thereof for the production of oil or gas. Tfnltl pooled herédunder shall not exceed the atandard pro-
ratlon unit fixed by Jaw or by the New Mexico Q] Conservation Commission or by other lawful anthority for the pool or area In which said land is situated, plus

& tolerance of 10%, Leasee shall fila written unit designations in the county in which the premises are Jocated and such units. may be designsted from time to
time and aither bafore or after the completion of wells. Drilling operations on or production, from any part of any such unit shall be considered for all pur-
poses, except the payment of royalty, as.operations conducted upon or produetion from the land deacribed In this lease. There shall be allocated to the land
sovered by this Jease inéluded in any such unit that portion of the total production of pooled minerals from wells in the unit, after deducting any vaed in lense
or unit operstions, 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 be considered for all purposes, including the payment or deliveriv\ of royalty, to be the entire production of pooled minerain
from the portion of axid iand covered hereby and included in swid unit in the sume munner ws thous produced from sajd land uhder the tervu of this lessa,
Any pooled unit designated by lessee, as provided hérein, may be dissolved by lesdes by recording an appropriate instrument in the County where the land s ait.
uated at any time after the comnpletion of & dry hole or the cessation of production on sald unit. ‘ ]

6. 1t prior to the discovery of ofi ¢r gas hereunder, lemsze should drill and abandon a dry hole or holes hereunder, or if after discovery of oil or gas the
production thereof should cesse for any cause, this lease shall not terminate it leapse commences reworking or additional drilling operations within 60 days
thereafter mnd 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 bafore the rental paying date next suaning after the expiration of three wmonthe from date of abandonment of aaid

ry hole or holes or the cessation of production. If =t the exp?rutlon of the primary term oil or gas is not being produced but lessee ix then engeged in operations
for drilling or reworking of any welr. this lease shall remain in force 5o long as such operations mre diligently m-ecu&d with no cessaation of more than 80
consseutive days. 1f during the drilling or reworking of any well under this parsgraph, leses loses or funks the hole or well and after. diligent efforts in good
falth fx unsble to complete ssld operations then within 30 days after” the abandonment -of sald operations Jeasee may commence ancther well and drill the same
with due diligence. If any driliing, additional drilling, or reworking operations hereunder result in production, then this Jease ehall remain in full force s long
o e Jeen ot of. o Yo d t water from 1 l1s and tanks, for all operations hereunder, and the royalty

ave free use of -oll, gas wnd water from sald ‘land, except water from lessor’s wells an. nks, for all operations her er, an

shall 'be::::]:u:::!‘“lfzr ede’d::tlnc Bhy B0 gﬂed. Lessee shall have the right at any time during or after the expiration of this leate i remove &l] prope and
fixtures placed by lessee on said land, including the right to draw and remove all cmaing. When required by lessor, lesase ‘will bury sl pipe lines on cultivated
jands below ordinary plow depth, and ne well shall be drilled within two hundred feet (200 ft.) of any residenice or barn row on said land without lessor's con-
sent., Lestor shall have the privilege, at his risk and expense, of using gas from any gas well on said land for atoves and inside lghts In the principal dwelling
thereon, out of any surplus ga# not needed for operailons hereunder. :

arty hereunder may be assigned in whole or in patt snd the provisions heredf mhall extend to the heirs, executors. administrators,
-u«&w&hﬂ‘ﬁléﬁ.?ﬁﬁ'uﬂ chyann or division in the o‘v?nerahiv of the Jand, or in the ownership of or right to recelve rentals, royalties or psyments, however
accomplished shail operate to enlarge the obligations or diminish the rights of lesses; and no such change or division shall be binding upon lessee for any pur-
pose until 30 dsve after leasee has baen furnivhed by certified mail at lessee’s principal place of buainess with scceptable instruments or certified coples
thereof comstituting the chain of title from the original lessor. If any anch change in ownership otcurs through the demth of ithe owner, lesses may pay or
tender any refitals, royalties or Dayments to the credit of the deceased or his estate in the depository bank unti] sach time ws lessee has heen furnished with
evidence satiafactory to lesaee a3 to the persoms entitled to such sums. In the avent of an sssignment of this lénse as to a segregated portion of said land, the
rentals payable hersunder shall be appertioned as between the seversl leasehold owners ratably aceording to the surface mres of each, and default in rental
payment by one shall not affect the rights of other leanehold ownera hereunder. .An asalgnment of this lease, In whole or in Fm‘t. shall, 1o the exient of auch
sssignment, relleve and discharge lessee of any obligations hereunder, wnd, if lesaes or aeaignee of part or parts hereof shall fai] or make defsult in the payment
of pro;;m-uonnh part of the rentals due from such leesee or msgignee or fail to comply with any other provision of the lease, such default shall not affest this
lense Inucr £ar as it covers & part of said-Jands upon which lessee or any amignee thereof shall so comply or maké such paymenis. Rentals as used in this
L .h.“'kuee"ho e eiat foom ot 1 : led ¢ of this 1 r fro ducting drilllng or reworking operationa here-
(¢ mplying with any express or imp covenant ol ease, o m conducting dr o !
und:; .&hm produmagprgi‘r:& t111.-1.2 ﬂat:lracl?ndgrv h:,F reason of -csprclty or inability to obtaln or use equipment or materiai, or by operation of to&'ca majsuye, or
by why Federal or sthie Iaw of sny order, rule or regulation of governmental authorlty, then while so prevented, lessse’s duty shall be suspended, and Jessee
shall not be. lisble for faflure to comply therewith: and this lease ahall be axtended while and so long s jesses ja prevented by any such cause from conducting
drilling or. reworking operations on or from producing ofl or gan hereunder tnd the time while lessee is so prevented shall not be counted awnimat lessee,
anything in this lease to' the contrary notwithstanding. . : .
RERTHR BRI TR T T T e o drats 2 oo il Yand and agrees that lassss s+ fda amste--
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