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OIL & GAS LEASE

THIB AGREEMENT mndn. this 1St day of May 29% ;: {9': } ;)
Ellen Damels L,
Sheep Creek Ranch™ /7T -& 5. 2

—CariinNV-89822 -

Printed ond for sale by Holl-Poorbough Press, Rotwell, N. M.

19 .., between

of

(Post Office Address)

herein called lesaor (whether one or more) and —LL21il Mountain, Inc., 105 S, Fourth St., Artesia, NM 88210 —

1, Leasor, in conaideration of TEN AND OTHER DOLLARS in hand pald, receipt of which is h nck! ledged, )4 r N
of the agreements of the lesvee hereln contained, hereby grants, leases and lets exclusively unto leneu“for e1:1:‘:’ ‘;urgon ;?digve:zl;m;{ti::pl}::ﬂa.n;:::d:‘;:tilr:‘:
drilling, and operating for and producing oil and gas, injecting gas, waters, other fluids, and air into subsurface atrata, laying pipe lines, storing oil. bullding
tenks, roudways, telephons lines, and other structures and things therson to produce, save, take care of, treat, process. store and tranaport sald minerals, the
Eureka

following dsacribed land in

County, Nevada, to-wit:

Section 1: SE4NE4, E25E4, W25W4 dated 2/1/04 7
Section 11; NE4ANE4
Section 12: E2NE4, NE4SE4

T26N, R50E, M. D. M.  This lease repalces and supersedes lease
Book 377 Page 164-166

For the purpose of calculating the rental payments hereinafter 36000
commiter mourposs of re payments hereinafter provided for, said land is estimated to prise acres, w_vhather it actually

2. Hubject to the other pmvluionl herein contained, this leaae shall remain in force for & term of ﬁve ears f hin d b "
ay long thereafter as oll or gas, is produced from said land or land with which said land is pooled. YR from this date (called prl;na.ry term), pnd

3. The royalties to be paid by lesses mre: () on oll, and on other liquid hydrocarbons aaved at the well, 1/8th of that produced and 1
me:‘.lobk: :g:“::gd :: .1&\1; walin o; t.:: 1;1\1: e;udi}dut Ienn; h;!ttﬁ pipe Hl:ae to v:hiet!v;‘ the We‘llrs rgw ‘h& nonnecte“ d; (b)Y ﬁn gas, ?neli)udinl J.:a':-.ﬁ:l'ﬁdn'-‘"fnﬁ'ﬁll'.ﬁ:
nd and s0ld or used o e premlses or In e manufseture asoline or other N )
the mouth of the well of mtﬁ of the gas 30 sold or used, provided that on gas sold at the wells tfu ':'o:r:lty lﬁl.]l. bewT’,siHh“ O e o

f th
suth sale; fe) and at any time when this lease s not validated by other provisiona hereof and there is & gas and/or condensate well ?m elleid.ﬂm?to:el'&?pm
ﬂtlg:wltm ut gan and/or condensate ia not being so 201d or used and such well is shut In, either befora or after production therefrom, then on or
n a.

before 90 days
well I shut in, and thereafter at annual intervals, lessee may pay or tender an sdvance mnnuel shut-in royalty equal to the amount of delsy nnuﬁn
provided for in this lesse for the screage then held under this laase by the party making such payment or tender, and so long as said shut-in rovalty Tl

id
tendered this Jease shall not terminate.and it will be considered under il clauses herecof that gas ia being produced from the lessed prewiset in paving qu:n-tm::.
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 th: 1t hi
Elld under this lease If the well were in fast producing, or be pald or tendered to the credit of such party or parties in the d:p:l:ltur:r rl?:t:k ::ldwlnc:lh::\ualgh‘;
eveinafter provided for the payment of ‘rentals. :

* 4, 1f operstions for drilling are not commenced on aald Jand or on lsnd pooled therewith on or before ene {1) year from this date, tﬁ!l lense shall terminate

ns to both parties, unless on or before one (1) year from thin dats lessee shal]l pay or tender to the lessor a rental of 8 $1 50 per net acre which
shall cover the privilege of deferring commencement of such operations for s period of twelve {12) months. In like manner and upon like payments or tenders,
annually, the commencement of said operations may be further deferred for muccessive pericds of twelve (12) monihs each during the.primery term, Payment

or tender may be made to the leazer or to the credit of the ledxor in the =4 5 7L 97'-@ ﬁ ﬁ M
FIN popinl ST EL Cog o AV F G/ fs

at AN , which bank, or any successor thereof, shall
continus to he the agent for the lessor and lessor's heirs and assigns. If such bank (or any successor bank} shall fail, Hauidate, or be suceeeded by another bank,
or for any resson shall fall or refuse to mocept rental, lessee shall not b%l!nld in default until thirty (30) days after lessor shal! deliver to lessee a recordsble
fnstrument making provision for another acceptable method of paymerdt tender, and sny depository chafie In & liability of the lessor. The payment or tender
of rental may be made by check or draft of lessee, malled or delivered to said bank or lessor, or any lessor If more than one, on or before the rental paying
date, Any timely payment or tender of reéntal or shut-in royalty which is made in & bona fide attempt to make proper payment, but whieh ls erroneous in
whole or In part as to| parties, amounts, or depositories shail nevertheless be sufficient to prevent termination of ti

, is lense In the same manner as though a
prm;lr ‘dpuymenr. had been made; provided, however, lessee shall correct such error within'thirty (30) days after lessee has raceived writtan mnotice thereof by
ol ;

mail from lessor together with such instruments as are necessary to emable lessee to make proper payment,

B. Lessee i» hereby granted the right and power, from time to time, to pogl or combine this lease, the land covered by it or any part or horizon thereof
with any other land, lease, leases, mineral estates or parts thereof for the production of oil or gas. 'dnitl pooled hereunder shall not exceed the standard pros
ration unit fixed by law or by the New Mexico O}l Conservetion Commission or by other lawful authority for the pool or area In which said land is situated, plus
a tolerance of 109%. Lessee shall file written unit designatlons in the county in which the premises are located wnd such units may be designated from time to
time and either before or after the completion of wella. 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.operatlons conducted upon or production from the land described In this Jease. There shail be sllocated to the land
covered by this lease included In mny such unit that portion of the total produetion of pooled minerals from wells in the unit, after dedueting any used in lease
or unit operations, which the number of surface acres in the land covered by this lesse Included in the unit bears to the total number of surisce acres in the
unit. The production =0 allocated shall be conaidered for all purposes, including the payment or dellvery of royalty, to be the entire production of pooled minerals
from the portion of said land covered hereby and included In mald unit in the aame manner ms though produced from saild land uhder the terma of this lease,

Any pooled unit designated by lessee, as provided hérein, may he dissclved by lessee by recording an appropriate instrument in the County where the land in sit-
uated at any time after the eotnpletlon of & dry hole or the cessation of production on aaid unit.

8. If prior to the discovery of oil or gan hereunder, lessee ahould drill and abanden a dry hole or holes hereunder, or if after discovery of oil or gas the
production thereof should cease for any cause, this lease shall not terminate it lessee commences reworking or additional drilling operations. within 60 duys
thereafter and diligently prosecutes the same, or (if it be within the primary term) commehces or resumes the payment. of tender of rentals or commences
operstions for drilling or reworking on or before the rental paying date next ensuing after the expiration of three months from date of abandonment of aaid
dry hole or holes or the cessation of production, If at the expiration of the primary term oil or gae s not being produced but lessee Is then engaged In operations
for drilling or reworking of any well, this leas# shal]l remain in force so long an such operations are diligently prosecuted with no cessatlon of ‘more than 60
consecutive days. 1f during the drilling or reworking of any well under thia paragraph, lesses loses or junks the hole or well and after, diligent efforts in good
faith is unable to complete vaid operations then within 30 days after the sbandonment of said operations leasee may commence another well and drill the sume

with due diligence, I any drilling, additional drilling, or reworking operations heveunder vesult in production, then this leane shwll remaln {n full force so long
‘thereafter as ofl or gas Is produced hereunder.

7. Lesses shall have free use of oll, gas and water from sald land, except water from lessor's wells and tanks, for all operstions hereunder, and the royalty
shall be computed after deducting any mo used, Leassee shall have the right at any time during or after the expiration of this less# to remove gll property and
fixtures' placed by lessee on sald jand, Including the right to draw and remove all casing, When required by lessor, lessee will bury all pipe lines on cultivated
lll\%l helow ordinary plow |depth, and no well ahall be drilled within two hundred feet (200 ft.} of any residence or barn now on said tand without lessor’'s con-
sant.

Lesaor aha)l have the privilege, at his risk and expenwe, of using ges from any gea weil on said land for stoves and inalde lights jn the principal dwelling
thareon, out of any surplus gas not needed for operations hereunder. '

8, The rights of elther party hereunder may be assigned In whole ot in part and the provisions heredf shall extend to the heirs, executors, administrators,
succensors and ssslgna: but no change or division In the ownership of the Iand, or in the awnership of or right to recelve rentals, ro{-itie- or payments, however
accomplished shall operate to enlarge the obligstions or diminiah the rights of lessee; and no such change or division shall be binding upon Jessee for any pur-
pose untll 80 days after leasee has been furnished by certified mall at lesaee’s principal place of businesa with acceptable instrumenta or certified copien
thereof constituting the chain of title from the original lessor. If any such change in ownership occurs through the death of the owner, lessee may pay or
tender any rentals, royalties or payments té the credit of the deceased or his estate in the depository bank until ‘such time as lessee has been furnished with
evidence satisfactory to lessee ms ta the Dersons entitled to such sums. In the event of an assignment of thia lease an to s scgregated portion of sald land, the
rentals payable hereunder shall be ap loned ms batween the several leasehold owners ratably according to the surlace area of each, and default in rental
payment by one shall not affect the righis of other lemsehold owners hersunder. .An assignment of this lease, in whole or In part, shall, to the sxtent of such
assignment, relleve and dischergs lesaee of any obligations hereunder, and, If leavee or assignes of part or parts hereof shall fail or make default in the payment
of the proportionate part of the rentals due from asuch leasee or aasignee or fail to comply with any other provision of the lease, nuch default shall not affect this

lemae in a0 far as It covers a purt of said lands upon which lessee or any mssignee thereof shall so comply or make such psyments. Rentals as used in this
paragraph shall also inelude shut-in royalty.

9. Should Jessee ba prevented from complying with any express or jmplied covenant of this lease, or from conducting drilling or reworking operations here-
under, or from producing oll or gas hersunder by resson of scarcity or inability to obtain or ule equipment or materiml, or by operation of force majeure, or
by any Faderal or state law or any order, rule or regulation of governmental authority, then while so pravented, lesses’s duty ahall be suspended, and lessee
shall not be. liable for fallure to comply therewith; and this lesss shall be extended while and so long san lessee |5 prevented by any such cause from conducting
drilling er reworking operations on or from producing oil or gas hereunder: and the time while lessee ja mo prevented shalli not ba counted against lesses,
anrthing In this lease to' the contrary notwithstanding. .

10, Lessor hareby warrants and agrees to defend the title to

Bank

land, and agress thai lessee, at its option, may discharge any {ax. mortzace. ar ather.
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GLADY GOICOECHEA :
Notary Public - State of Nevada £
Appointment Recorded in Eureka County 3

AT % Eureka
County of.

The foregoing Ir? men acknowled, /ed before me this ; 5 day of.
/,

ottt vy Ellen Diimel PR A—

Notary Public

‘ A, .
My Commission expires_ ,/j/ ‘7[/ £ ,32 22 3 ;,\_Y” lt( ;(’?J M{ MZ GM&/
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My Commission expires_- i PV , 19, Notary ‘P‘ublic‘
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The !oregolng instrument wan ncknowledgod before me: this SR i day of

My Commiaston -exdires- = Lo 10 “Totery Publis

. R - oy INDIVIDUAL ACKNOWLEDGMENT
Countynf A ‘ — . . AR, ‘ .
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