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OIL &EAS LEASE
THIS AGREEMENT made thl@ 1st .day of February 2004

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

19, between

R. D. and Arlene W. Damele, Hushand and Wife
Post Office Box 342
Euteka, NV 893156 of (Post Office Address)

herein called lessor (whether one or more} and _LL211 Mountain, Inc., 105 S. Fourth St., Artesia, NM 88210

1, Lessor, In consideration of TEN AND OTHER DOLLARS in hand paid, receipt of which is here acknowledged, and of th lties herei d ;
of the meem'entl of the lesgee herein contained, hereby grants, leanes and lets exclusively unto lessse for the vur'poné of i?’.vmfz:ﬁ’r'.;. e;xpl:ilnt;{.p;?':i‘:):it?:td
drilling, and operating for and producing oil and ges, injecting gas, waters, other fluids, and air into subsurface strata, laying pipe lines, storing ofl, bullding
tanks, roudways, telephone lines, and cther structures and thinga thereom to produce, asve, take care of, tremt, process, store and transport asld minerals,. the

following dsscribed land in Eureka County, Nevada, to-wit:

T26N, RS0E, M. D. M.

Section 1: SE4ANE4, E2SE4, W25W4
Section 11: NE4ANE4

Section 12: E2NE4, NE4SE4

For the purpose of caleulating the rental payments hereinafter provided for, said land is estimated to comprise .______._.___..38000 acres, whether [t actually
comprises more ov less. A

2, Subject to the other provisions herein contained, this lease ahall remain in force for & term of i ] ears from this date (ecalled */ i erm”
as Jong thereafter as ofl or gas, Ja produced from said land or land with which said land is pooled. flve 4 1 date (called “primary term"), and

3. The royalties to be pald by lessee are: (a) on oil, and on other liquid hydroearbons saved at the well,'l ‘8 h of that produced and saved from wald land,
same to be delivered at the wells or to the credit of lessor in the pipe line to which the wells may be conn i (B) on gas, including casinghead gas and all gas-
sous substances, produced gnn safd land and sold or used off the premises or in the manufacture of gasoline or other product therefrom, the market value at
the mouth of the well of of the gas so sold or used, provided that on gas scld at the welly the royaity shall bi‘ of the amount realized from
such sale; (¢} and at any time when this lemse is not validated by other provisiona hereof and there is & gas and/or con well on said land, or land poacled
therewith, but gaa and/or condensate i not being so sold or used and such well is shut in, either. before or after production therefrom, then on.pr before 8¢ days
after said well is shut in, and thereafter at anpual intervals, lessee may pay or tender sn sdvance annual shut-in royaity zqual to the amount of delay ventals
provided for in this lease for the acreage then held under this lease by the party making such payment or tender, and so long as said shut-in royalty ?n paid or
tendered this lease shall not terminate .and it will be' conaidered under all elauses hereof that gaa is being produced from the leased premises in paying quantities.
Each such payment shall be paid or tendered to the party or parties who at the time of such payment would be entitled to receive the royalties which would be
ald under this lease if the weil were in fact producing, or be paid or tendered to the ¢redit of such party or partles {n the depoaltory bank and in the msnner
ereinafter provided for the payment of rentals. : '

4, If operations for drilling are not comwmenced on said land or on land pooled therewlth on or before ome (1) year frowm this date, ti:in lende shall terminate

as to both parties, unlessa on or before one (1) year from this date lessee shall pay or tender to the lessor a rental at$ _ which
shall cover the privilege of deferring commencement of such cperationa for a period of twelve (12) months., In like manner and upen like paymanis or tenders,
annvally, the commencement of said cperations may be further deferr ; ucc_euive periods of twelve (12} months each during the. primary term. Payment
or tender may be made to the lessor or to the credit of the leswor in'the _LL2 (&/[-5 LFargn MK - Bank

J"'{/)S T.aoa I:\A S+ }:j_ﬂs A} M SZ‘?_Z'OZ which bank, or any suscessor thereof, shall

- continue to be the agent for the lesaor and lessor's heirs ané assigne. If such bank {or any successor bank) shall fail, liquidate, or be suceeeded by another bank,

or for any reason shall fail or refuse to accept rental, lessee shall not be held in default until thirty (80) days after lessor shall deliver to lessee s recordable
instrument making provision for another acceptable method of payment or tender, and any depository charge is a linbility of the Jeasor. The payment or tender
of rental may be tmade by check or draft of lessee, mailed or delivered to said bank or lessor, or any lessor if mors than one, on or before the rental paying
date, Any timely payment or tender of rental or shut-in royalty which is made in a bona fide aitempt to make proper payment, but which is erroneous in
whole or in part as to parties, amounts, or depositories shail nevertheleas be sufficlent to prevent termination of this lease in the same manner as though a
proper payment had been made; provided, however, lessee shall correct such error within' thirty (30) days affer lessee has received written notlce thereol by
certified’ mail from lessor together with auch insiruments as are necessary to enable lessee to make proper payment.

5, Lessee {8 hereby granted the right and power, from time to time, to pool or combine this lemse, the land covered by it or any part or horizon thereof
with any other land, lease, Jeasps, mineral estates or parts thereof for the production of oil or gas, Units pooled hereunder shall not exceed the standard pro-
ration unit fixed by law or by the New Mexico (il Conservation Commission or by other lawful authority for the pool or srea in which sald land is situated, plus
& tolerance of 109,. Lessee shall file written unit designations in the county in which the premises are located and such uniis may be designated from time to
time and ejther before or after the completion of wells. Drilllng 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 produection from the land described in this lease, There shall be allocated to the iland
covered by this lease jncluded in any such unit that portion of the totsl production of pooled minerals from wells in the unit, after deducting any used in Jezse
or unit operations, which the number of surface acres In the Jand 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, jncluding the payment or delivery of royalty, to be the entire production of pooled minerala
from the portion of said iand covered hereby and included in said unjt in the same manner ss though produced from said land under the terma of this lease,
Any pooled unit designated by lessee, as provided hérein, may be dissolved by lessee by recording an appropriate Instrument in the County where the Jand is sit.
uated at any time after the completion of a dry hole or the cessation of production on safd unit.

8. If prior to the discovery of oll or gas hereunder, lessee should drill and abandon & dry hole or holes hereunder, or If after discovery of oil or gas the
production thersof should cesse for sny cause, this lease ahall not terminate (f lessee commences reworking or sdditional drilling operatione within 80 days
thereafter and diligently prosecutes the same, or (If it be within the primary term) commences or resumes the payment or tender of rentsls or commences
operations for drilling or reworking on or before the rental paving date next ensuing after the axpiration of three montha from date of abandonment of said
dry hole or holes or the cesaation of production. If mt the expiration of the primsry term oil or was is not being preduced but lessee {y then enwaged in operations
tor drilling or reworking of muy well, thia lesse shull remain in force so Jong a# such operations are diligantly prosecuted with no cessation of ‘more than 80
consecutive days. 1f during the drilling or reworking of any well under this paragraph, lesee loses or junks the-hole or well and after diligent efforts in good
faith is unable to complete anid operatious then within 30 days after the sbandonment of arid operations lessee may commence another' well and drill the same
with due diligence. If wny drilling, additional drilling, or reworking operations hereunder result in production, then this leage shall remain in full force 2o iong
‘thersaf{ier as oll or gas is produced hereunder. e

7. Leases shall have free use of ofl, gra and water from éaid land, except water from lessor's wells and tanks, for all operations hereunder, and the royalty
shal] be computed after deducting any »o used, Lezsee shall have the right at any time during or miter the expiration of this lesse to remove cull propertii and
fixturea' placed by lessee on sald land, including the right to draw and remove all casing, When required by lessor, lessee will bury all pipe lines on eul't vated
Iands below ordinary plow depth, and no well shail be drifled within two hundred feet (200 {t.) of any residence or barn now on sald land withoul lessor's con.
sent. Lessor shall have the privilege, at his risk and expense, of using gag from any gas well on said land for stoves and ingide lights [n the prinelpsl dwelling
thereon, out of any surplus gas not needed for opersilons hereunder. :

8. The rights of either party hereunder may be aspigned in whole or in part and the provisions heredf shall extend to the heirs, executors, administrators,
successors and assignes: but no change or division in the ownership of the land, or in the ownership of or right to recelve rentals, royaities or payments, however
accomplished shull operate to enlarge the obligations or diminish the rights of lessee: and no such change or division shall be binding upon lessee for any pur-
pose until 30 deys after leasee han been furnished by certifled mail at lessee’s principal place of business with acceptable instruments or certitled copies
thersof constituting the chain of title from the original lessor, If any auch change in ownership occurs through the death of the owner, lessee may pay or
tender any rentals, rovalties or payments to the eredit of the deceased or his estate in the depository bank until such time 2s lessee has ‘been furniahed with
evidenca satisfactory to lessee as to the persons entitled to such suma, In the event of an assignment of this leass as to a segregated portion of said land, the
rentals payable hereunder shall be apportioned na between the several lessehold owners ratably according to the surf{ace zrea of each, and default in rental
payment by one shall not affect the rights of other leasehold owners hereunder. An asslgnment of this lease, in whole or in part, shall, to the extent of auch
assignment, relieve and discherze leagee of wny objigations hereunder, and, if lessee or assignee of part or parts .hereof ehall fail or make default in the payment
of the proportionate part of the rentals due from such lessee or assignee or fail to comply with any other provision of the lease, such defsult ahall not affect this
lease in po far as it covers a part of aaid -lands upon which lessee or any sssignee thereof shell 20 comply or make such payments. Rentals as used jn this
paragraph shall also include shut-in rovalty. e ] .

9. Should lemsee be prevented from complying with any express or implied covenant of this lease, or from conducting drilling or reworking operations here-
under, or from produeing ofl or gas hereunder hy reason of scarcity or inabillty to obtmin or use equipment or materfal, or by operation of force majeure, or
by any Federal or state law or any order, rule or regulation of governmentsl muthority, then while 3o prevented, lessee’s duty shall be suspended, and lessee
shall not'be. llable for failure to comply therewith: and this lease shall be extended while and so iong as léedsec is prevented by any auch cause from conducting
diflling or reworking operstions on or from producing oil or gas hereunder; and the time while lessee I8 so prevented shall not be counted against lessee,
anything in this lesae to' the contrary notwithstanding. :

10, Lessor hereby warrants and agrees to defend the title to said Jand, and agrees that lessee, at its option. mav dieshovsn wew so-
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GLADY GOlCOECHEA ]
t fifeaniia Notary Public - State of Nevada §
i &" F) - Appoiniment Recorded in Enreka County

Neovada

STATE OF s :

County of. fpﬂf e INDIVIDUAL ACKNOWLE T No: 0402208 - Expires iy 10 2006 :
The foregoing utrument was acknow]edged befora me this - C?#c day of - ‘%‘éf “JV ]

’,( J? mele. ‘ y

GLADY GOICOECHEA
Notary Public - State of Nevada
Appainiment Hecorded in Eureka County
NO 914'599 8 Explrcs July 10 2006

My Commission expires_ _ /7_[/ /0 n&é / /g{ 0 /Z%é@(
STATE OF . iz 4d

ooy on L ol e | - - ” : mm;mmn ACKNQWLEDg;"
- The 1oregoing instrument was acknowledged before me this e d i day of

ﬂ 2007 vy _- _/Qr/eﬁf. Lo Pamele - g oo Y

T E A

My Cotnmiasionae_xph_'aa_ﬂ/ 43 : N Héﬁéé% /-/ 78 / Notary Public ‘

STATEOF :

COWY o INDIVIDUAL ACKNOWLEDGMENT -

The i‘oregoing instrument was acknowledged before e thia N : ' day of__ 3
M}."'Qpﬁ;@i“i"-ﬂ'Q*liir"f‘"_ . _ o . W T — ,Notary.Pnblic
© STATE OF
County ot . INDIVIDUAL ACKNOWLEDGMENT
The 1oregoinz instmment Was, acknowledged bafore me this N _ _day ,nf. M
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