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Chpnvayoy -
TEEST Ol & GAS LEASE
THIS AGREEMENT made thie — 1S4 auy o [ COTUATY 2004

Printed and for sale by Hall-Poorbough Press, Roswell, N. M.

18 e, belween

Charles and Patricia Damele, Husband and Wife
910 East 820 North : :
Richiield, Taaho 83345 of

(Poat Office Address)

herein ealled lusor (whether one or more} and LLail Mountain, Ine., 105 8. Fourth St., Artesia, WM 88210

- , leasee:

1. Leasor, in consideration of TEN AND OTHER DOLLARS in hand paid, receipt of which is here acknowledged, and of th 1 h b

mt_utili\:'u:nm:;t::‘a; :hzo:l'mand l’;:gﬁi:ﬂe?u[iped.dheuby‘ ﬂj“‘t-\iu' lennes ‘“,.,‘i leta tﬁ“h;?hﬁly unl;m ile:nilee for b:hef pGr::u n’f‘ igventﬁ::tﬁ.z.“;pl::ﬂz.p;?-::‘:ﬂt?n“:
Y ng ol and gas, Injecting gas, waters, other fluids, and air into su trats, pi N

tanks, roadways, telephone lines, and other structures and things thereon to 'produee, save, take care of, tl":‘nfi:.u c;r;c::s.. e S g e, Storing oll, huilding

atore and transport amid minerals, the
tollowing deseribed land in Eureka

T26N, R50E, M. D. M.

.Section 1: SE4NE4, E25E4, W25W4
Section 11:. NEANE4

Section 12: E2NE4, NE4SE4

Ceunty, Nevada, to-wit:

For the purpose of caleulating the rental payments hereinafter provided for, said land is eatimated to comnrile_._j_s_g_'.gg._ acres, whether {t sctuslly
comprises more or less. '

2, Bublect to the other provislons herein contalned, this Jease ahall remain In farce for & term of TV  years from this date (called “prl "
a8 long thereafter as oll or gas, I8 produced from mmid land or land with which sald land i pooled. v rom this date (cs primary Sagm™). apf

8. The royalties to be pald by lesses are: (a) on oil, and on other liquid hydrocarbonn saved at the well, 118th of that produced and saved from sald land,
same to be delivered at the wells or to the credit of lesor in the pipe line to which the wells may be conmected; (b) on gas, including casinghead gas and all gas-
2ous substances, produced lrarn aid land and sold or used of! the premises or in the manufacture of gasoline or other p, therefrom, the msrket value at
the mouth of the well of. of the ges so s0ld or used, provided that on gas mold at the wells the royalty shall be m of the amount realized from
such sals; (¢} and nt any time when this lease is not validated by other provisions hereof and there Is a gas and/or condensate well on sald Iand, or land pooled
therewith, but gas and/or condensate §n not being 3o sold or used and such well I shui In, either, hefore or after production therefrom, then on.por before §0 dnys
after said well is shut in, and thereafter at annual! intervala, lessee may pay or tender an advance annual shut-in royalty equal to the amount of delsy rentals
provided for in this lease lor the acreage then held under this lease by the party making such payment or tender, and so long as said shut-in royaity Tl pald or
tendered this lense shall not terminate .and it will be consldered under wil clauses hereof that gas is being produced from the leased premises in paying quaniities.
Esch such payment ahall be paild or tendered ta the party or parties who st the time of such payment would be entitled to recelve the rovalties which won

d
ajd under this lense if the well were In faet produelng, or be pajd or tendered to the credit of such party or parties in the depository bank sand in the mul.lm‘::
erelnatter provided for the payment of rentais. f .

4, It operations for drilling are not commented on anid 1and or on land pouled therewith on or hefore ome (1) year from this date, this lease shall terminate

» {0 both parties, uﬂhu on ot before one (1) Year {rom thia date lessee shal]l pAy or tender to the lessor & remim! of s$1 50 per net acre - which
shali cover the privilege of deferring commencement of such operations for a period of twelve (12} months. In like manner and upon like payments oy tanders,
annually, the commencement of said operations may be further deferred for successive periods of twelve (12) monthe ench during t

. he - primary term. Payment
or tend;r may be made to the lessor or to t_l_:e eredit of the le#sor {n the / T(J/?f BW&I Q ' O ﬁ ’9 . ; l?a.nk
w oy 866y Twn fAls I DaHe Er303 5664

— = , which bank, or eny successor thereof, shal]
continue to be the agent for the lessor and leesor's heirs and amsigns. If such bank {or any suzcesaor bank) ahall fajl, liquidate, or be succeeded by another bank,
or for any reason shall fajl or refuss to aceept rental, Jessee shall not be held in default until thirty (30} days after lessor shaill deliver to lessse s recordabie
Instrument making provision for ancther asceptable method of payment or temnder, and any deposltory charge In a liability of the lessor. The payment or tender
of rental may be made by check or draft of lesssse, mailed or delivered to said bank or lesaor, or any leasor §f more than one, on or before the rental paylng
date, Auy timely psyment or tender of rentnl or shut-in royalty which {s made in a bona fide attempt to make I‘:ro'par payment, but which is arranecus in
whole or in part as to parties, amounts, or depositories shall neverthelesa be sufficient to prevent termination of this lease in the same manner as though a
proper payment had been made: provided, however, lessee ahall correct such error within' thirty (30) days after lemsee has received wriiten notice thereof by
certified mail from lessor togethar with auch [nstruments as are necesssry t{o enable lesses to make proper payment. .

5. Leasee {3 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 horizon thereof

with any other land, Jeass, lemses, mineral estates or parts thereof for the production of ofl or gas, Units pooled hereunder shall not exceed the standard pros
ration unlt fixed by law or by the New Mexico Ol Conservasion Commission or by other lawful suthority for the pool or area in which said land i situated, plus
a tolerance of 109. Lessee shall file written unit designations in the county in which the premises sre located and such units may be designated from time to

time and either before or after the completion of wells. Drilling operations on or production. from any part of any such unit shall he consideted for all pur-
pisss, exoept the payment of toyalty, a2 .operations conducted upon or produstion from the land described in this lesse. There shall he alloeated to the land
wsovered by this lesse indluded in mny such unit that portion of the total preduetion of pooled minerals from wells in the unit, sfter deducting any used in lense
or unit operations, whith the number of surface acres in the land covered by this lease included in the unit bears to the total number of aurface acres in the
unit, The produstion so alloeated zhall be comaldered for all purposes, Including the payment or delhm'g of royalty, to be the entire production of pooled minersls
from the portion of swid !and covered hereby and included In said unit in the same manner as though produced from sald land uhder the terma of this lease,
Any pooled unit designaied by lessee, ns provided hérein, may he dissolved by lesfee by recording an appropriate instrument in the County where the land s sit-
uated at any time after the completion of a dry hole or the cesation of producstion on said uwmit.

6. It prior to the discovery of of! or gas hereunder, lessee should drill and abandon a dry hole or holes hereunder, or if after diseovery of oil or gas the
production thereof should cemse for any cause, this lemse shall not_terminate if lessee commences reworking or additional drilling operations. within 60 daye
thereafter and diligently prosecutes the same. or {if it.be within the primary term} commences or resumes the pasyment or tender of rentals or commendes
oparations for arliling or reworking on or before the rental paying date next enauing wfter the expiration af three monthes from date of abandonment of xald
dry hole or holea or the cessation of production. If at the exp?rltlon of the primary term ofl or gas is not being produced but lessee in then engaged In operations
for drilling or reworking of any well, thiz lease shall remain In force so long as such operations are diligantly prosecuted with no cessation of ‘more than 60
consecutive dsys, ¥t during the drblling or reworking of any well under this paragraph, lestse loses or junka the hole or well and after.diligent efforta in good
faith in unable to complete sald operstions then within 30 days after the wbandonment of said operations leasee may commence another well and dril]l the same

14
with due diligence. If any driliing, additionsl drilling, or reworking operations hereunder result In production, then this lease shall remaln in full force so long
therenftar ss .oll or gas 18 prodtuced hereunder,

: shall have {ree use of .oil, gas snd water from said luid, except water from lossor's wells and tanks, for sil operations hereunder, and the royalty
lh.llq hrg:;uud after deducting any 4 used, Lessee shall have the right at any time during or after the expiration of this lesse to remove gll prope and
fixtures placed by lessee on said land, Inchnling the right to draw snd remove all casing. When- required by lessor, lemsee ‘will bury all pipe lnes on cultivated
jands below ordinary plow depth, and no well shall be drilled within two hundred feet (200 ft.} of any residence or barn now on said {and without leasor's con-
sant. Leanar shall have the privilege, at his risk snd expense, of using gws from any gas well on said land for stoves and inside lights In the prineipal dwelling
thereon, out of any surplus gas not needed for operations hereunder. :

h nder may be assigned in whoie or In part snd the provisiona herebt shall extend to the helrs, executors, sdminisirators,
ln&cktor'x;h :1':{‘:'::{:15;?Igtirh‘;‘::\{n::?r &Svhkmy {n the o‘wnenh!p of the land, or in the ownership of or right to receive rentals, ro{nltlel or payments, however
sccomplished shall operate to enlarge the obligations or diminish the rights of lessee; and no such change or divisjon ahall be binding upon lessew for any pur-
pose until 30 days after lessse has been furnished by certified mall at lessee’s principal. place of business with acceptable instrumenta or certified coples
thereof constituting the chain of title from the original lessor. If eny such change in ownership occurs through the desth of the owner, lessee may pay or
tender any rentals, royaltles or paymenth to -the credit of the deceased or his estate in the depository bank until ‘such time zs ilessee hes been furnished with
evidenca satisfactory to lessee ss to the persons emtitled to such sums. In the avent of an sanipnment of this lonse an to a segregated portion of sald land, the
rentals payable hersunder shall be ap; toned as between the severs! leasehold awners ratably mceording to the surfsee area of each, and default in rental
payment by one shall not affect the rights of other leasehold owners hereunder. _An ssaignment of this lemse, in whole or in part, shall, to ths extant of such
asignment, relieve and discharge leasee of any cobllgations hereunder, and, 1f lewsee or asalgnee of part or parts hereof shall fall or make dafault in the payment
of the prol;ort.ionut. part of the rentals due from such lessee or sssignee or fuil to comply with any other provision of the lease, such defauit shall not affest thia
lease in 0 far as it covers a part of said-lands upon which lessee or any assignee thereof shail so comply or make auch payments. Rentals as used in this
paragraph shall also include shut-in royalty. .

: with shy express or Implied covenant of this lease, or from conducting drilling or reworking operations here-
\md:r' asrh?‘;lfnlgrﬁu\&; pr&{eg:nilimhngtg‘:ndﬂym; reuon‘o{ ucag-ultv or in-pbiutr to obtaln or use equipmeni or materis), or by operation of force majsure, or
T wy any Fedsral of atate Tuw or #ny order, Tule or regulation of governmentsl muthority, then while 20 prevented, lessse’s duty ahall be suspended, and lefses
shall not be lishie for failure to comply therewith; and thia lemse shall be extended while and 3o long as lesses i prevented by any such cause from conducting
driiling or reworking operations on ar from preducing oil or gas hersunder: snd the time while lessee Iv so prevented shall not be counted agninst lessee,
anything In this lesse to the contrary notwithstanding. . '
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STATE OF

County of. oar i INDIVIDUAL ACKNOWLEDGMENT -

A4
' The feregoing instrument was acknowledged befo{l o ¢ this 27" day of Lz drgas I
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My Commission expires. 72 Z gt A Notary Public

STATE OF . £ L |
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“County of____ TS

i The :toreg‘oing instrument was ncknowledged before e this ‘ " - e day ofl .
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STATE OF

oty ot I T R mnrvmuu, ACKNOWLEDGMENT*
'ﬂn [+ e ' st

: :E;The toregomg imtrument was acknowledged before me: this N e E ';-'": _ day of

. Notary _‘t‘;ubl_ic_,

st Commton sxrn - g

STATE OF _
Gounty of

L. AR . INDIVIDUAL ACKNOWLEDGMENT

. Notéry Pl:.l_izlic_.

The Iorekoinc instrument was acknow]edgod before me thls S " day of .
LR =
My Commiuion expires A o — _ 'j 19, - F . No_tar‘y Pul_:lic' .. .
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