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Produeer's 88— {Producer's Revised 1965) Farm 342

OlL &. GAS LEASE

. AN 4
THIS AGREEMENT mude this 1st day of May i 20b4

Printed ond for sale by Hall-Poorbough Press, Rosweil, N. M.

Wl

R..D. and Ariene W. Damele, Husband and Wife
Post Office Box 347

LW N aTalal Ha) L
a, NV OooHY

of
{Pont Office Address)

harein called lessor {whether one or more) and Trail Mountain, Inc., 105 S. Fourth St. » Artesia, NM 88210

; v leagee:
1. Lessor, In conslderation of TEN AND OTHER DOLLARS in hand paid, receipt of which is here acknowledged, and of th altlea herei rovided and
of the agreements of the Jessee herein contained, hereby grants, leasés and Jeta exclys( - Eating. oxploving. e o

drilling, and operating for and producing oil and ns.rlnjectlne gan, mterh. ther Tlele Al e o e urpote of Investigating, explorin, prospectine,

waters, other fluids, and air into subsurface strata, )
tanks, roadwars, telephone lines, and other structures and things thereon to .produce. uw:', take care of, treat, process, “;ﬂnznl;i'p&i[’:;!ﬂ.ﬂlt::}gcnﬁlrll."lll;:!fﬂ:}\':

chllowlnr dbacribed land inl Eureka

County, Wevada, te-wit:

T26N, R50E, M. D. M. ~ This lease repaices and supersedes lease

Section 1: SEANE4, E2SE4, W2SW4 dated 2/1/04 Book 377 Page 173-175
Section 11: NEANE4

Section 12: E2NE4, NE4SE4

For the purpose of caleulating the rental payments hereinafter provided for, said land {s estimated to compme___is_qg_g__
omprises more or less.

2. Bubfect to the other provisiona hersin contained, this Jemre ahall remain in forze for a term of
as Jong thereafter as oll or gas, in produced from swid land or land with which said land s pooled, 1 /8th
3. The royalties to be paid by lessee sre: (a) on ofl, and on other tiquid hydrocarbone saved at the weil, ot that produced and sav

same to be delivered at the wells or to the credit of Jeasor In the pipe line to wxich the welle may be connected : (b) on gas, ineluding wlnuh:udcﬁm:\n:“ﬁli:ﬁ:
eoun subatances, produced hfmtﬂd land and sold or used off the premises or in the manufscture of gasoline or other pr therefrom, the market value at
the mouth of the well of of the gus 3o gold or used, provided that on gas sold st the wells the royalty shall be f}g&h ol the amount realized from
such sale; () mnd at any time when this lease is not validated by other provisions hereof and there (s & gasm and/or condensate well on aald land, or land pocled
therewith, but gas sand/or condensate [s not being so acld or used and such well [s shut In, either. before or after production therefrom, then on. or before 90 days
after said well is shut in, and thereafter at annual intervals, lessee may pay or tender an advance anpual shut-in royalty equai to the amount of del ¥ rentals
provided for in this lexse for the acreage then held under this lease by the party making such payment or tender, and o long t seid shutdn royalty ’l paid or
tendered this lease ghall not terminate and it will be considered under sll ¢lauses hereof that gas is being produced from the leased premises in paying quantities,
E:&r ‘:'I‘Ig:l' payment ahall be paid or tenderad to the party or parties who st the tlme of such payment would be entitled to recelve the rovalties which would be

thia lesse U the well were in fmet preduslng, or be paid or tendered to the eredit of h '
ereinafter provided for the payment of ‘rentais. pree ¥ - e " of wueh Py or parties in the duvository '.bank and in the masner
4, 1f operations for drilling are not commenced on said land or on land pooled therewith on or before one (1) year from this date, thia lease shall terminate

acres, whether it actually

five years from this date (called "pr-llmnry term"), and

ss to both parties, unless on or before one (1} year from this date lesses ghall pay or tender ta the legaor o renta! of § $1 -50 per net acre
shall cover the privileze of deferring commencenient of such operations for a period of twelve {12] months.

which
snnually, the commencement of sald operations

In like manner and upon like paymanta or tenders,
may be further deferred for successive pericds of twelve (12) months each during themrin?u,'ry torm, Pt:;r‘mecnt

or tender may be made to the leasor or to the credit of the leksor In the ___XAL&IlS_Ea[gQ_Bank . Bank
NV 89801

at 2, + which bank, or any successor thereof, shal)
continue to be the agent for the leasor snd lenscr’s heirs and assigna. 1f such bank {or any suecessor bank) ahall fail, Nquidate, or be succeeded by another bank,
or for any resson shall {all or yefuse to mecept vental, lessee shall not b%a\o.l'd in defmult until thivty (30) daya after lessor shall deliver to lesste a recordable
instrument making provision for another acceptable method of psymerit tender, and any-depoditory cherge Is a llability of the Iesaor, 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 lesaor If moare than one, on or before the rental paying
date. Any timely paymeni or tender of rental or shut-in royaity which j» made in & bonm fide attempt 10 make proper payment, but which is arroneous in
whole or {n part as to parties, amounts, or depositoriea shall nevartheless be sufficlent to prevent termination of tﬁls lease in tha seme manner ms though e
proper payment had been made; provided. however, lessee ahall correct such error within' thirty (30) days efter lessee has received written notice thereof by
eertilied mail from lemsor together with auch instruments ag Are negessary to enable iesses to make proper payment, .

5. Lease¢ i hereby granted the right and power, from time to time, to pool or combine this lesse, the land covered by it or any part or horizon thereol
with any other land, lenas, lesses, minerul eatates or parta thereof for the production of oil or gas, Unita poolad hereunder ghall not excesd the standerd pro-
retion unit fixed by law or by the New Mexico Qil Conaervatlon Commission or by other lawfu} authority for the pool or ares {n which arid land is situsted, plus
& tolerance of 109, Lessee ahall file written unit designations In the county in which the premises are located and such units may be designated from time to
time snd either before or after the completion of wells, Drilling operations on or production {rom any part of any such unit shall be considersd for al} pur-
poses, except the payment of royalty, as.operations conducted wpon or productien from the land deseribed in this lease, There shall be allocated to the land
covered by this lease included In any such unit that portijon of the total production of pooled minerals from wells in the unit, after dedueting sny used in lesse
or unit operations, which the namber of surface scres in the land covered by this leame included in the unit banre to the total number of sarfsce acres in the
unit, The productlon so allocated shall be comaldered for all purposes, including the payment or delivery of royalty, to be the entire production of pooled minersly
from the portion of aaid land covered hereby and included in sald unit {n the ssme manner as though produced from sajd land uhder the terma of this lemse,
Any pooled unit designa by leasee, as provided hérein, may be diasclved by leasee by reoordinf an appropriate instrument in the County where the land ia eit.
usted at any tfme after' the completion of & dry hole or the cespation of production on sald unit,

8, If prior to the discovery of ofl or gas hereunder, lessee should drill and abanden a dey hole or hales hereunder, or if after discovery of oll or g the
production thereof should cease for any cause, this lesse shall not terminate if lestes commences reworking or additional drilling operationa within 60 days
thersafier and diligently prosecutes the same, or (If it be within the primary term) commences or resumes the payment or der of rentals or commences
oparations for dritiing or reworking on or before tha rental paying date next ensuing after the explration of three months from date of sbandonment of said
dry hole or holea or the i duetl It at the expiration of the primary term oll or gas is not being produced but lessee [o then engaged in operations
for drilling or reworking of uny well, this lesse ahail remain in force ao long sv auch operations are diligently presecuted with no cesaation of ‘more than 60
conmecutive days. If during the drilling or reworking of any well under this paragraph, lessee loses or junks the . hole or well end after. diligent efforts in good
faith s unable to complete sald operations then within 20 days sfter the) ahandonment of aaid operations lemwee mey commence another well and drill the same
with due diligence. If any drilling, additional drilling, or reworking operations hereunder result in production, then this Jease shall remain In full force so long
thereafter as oil or gas Js produced ‘hereunder.

7. Lesnes shall have free use of -ofl, gas and water from sajd land, except water from lessor’s weila and tanks, for all operations hereunder, and the royaity
shall ba computed after deduciing any 2o used, Lessee 3hall have the right at any time during or after the expiration of this lease to remove cll property and
fixtures’ placed by lessee on eald land, including the right to draw and remove &ll casing, When. required by lessor, lessce ‘will bury all pipe lines on cultivated
lands batow ordinary plow depth, and no well shall be drilled within two hundred fest (200 ft.) of any residence or barn now on sald land without iessor's eon-
sent. Lessor shall have the privilege, at his risk and expense, of using gas from any gas wall on sald Innd for atoves and inside lights in the principal dwelling
thareon, out of any surplus gss not needed for operations hereunder. . i .

g, The rights of aither party hereunder may be wnagigned in whole av in part and the provislons hereof shall extend to the helrs, axecutors, administrators.
suceessors and assigns; but no change or divislon in the ownership of the land, or in the cwnership of or right to recelve rentals, royalties or payments, however
accomplished shall operate to enlarge the obligations or diminish the rights of lessee: and no such change or division shall be blnding upon lessee lor any pur-
pose until 30 daym aftar Jesass haw baen furnished by certified mail at lesses’s principal place of business with acceptable Instraments or certified coples
thereo! constituting the chain of title from the original leasor. If any such chsnge In ownership otcurs through the desth of the owner, lesee may pay or
tender any rentals, royalties or payments to the credit of the deceased or his estate in the depository bank untll such time as lessee has been furnished with
evidence satisfactory to leszee s to the persons entitied to such sums. In the event of an assignment of this léase as to & segregated portion of said \and, the
ventals payable hersunder shall be spportioned as between the severs! leasehold owners ratably acqording to the surface ares of each, and default {n rvantal
payment by one shall not affect the righis of other leasehold owners hereunder. .An assignment of this lease, in whole or in Fnrt. shall, to the extent of such
ssaignmant, relieve and dlscherge leasee of any obligations hereunder, and, if lesiée or azsignee of part or parts hereof shall fail or make default in the payment
of the proportionata part of the rentals due from such lessse or amignee or fall to comply with any other provision of the leasze, puch default shallk not affect this
lesse in-wo fur as It covers & part of suid lands upon which lessee or any sapignee thereof shall a6 comply or make such payments. Rentsls as uvsed In this
paragraph shall alac include shut-In royalty. L. . )

9, Should lessee be pravented from complying with sny expreas or Implled covenant of this lease, or from conducting drilling or reworking operations here-
under, or from produsing oll or gas hereunder by rcason of scarcity or inability to obtain br use equipment or material, or by vperation of force majeurs, or

sn? Federal or state law or sny order, rule or regulation of governmental sutharity, then while a0 prevented, lessee’s duty ahall bhe suspended, and lesase
fﬁ.n not be liable for failure to comply therewith ; and this lease shall' be extended while and so long ms lemsee is prevented by any such cause from conduciing
drilling or reworking operstions on or from produeing oil or gas hereunder; and the time while lessee is so prevented shall not be counted against lesses,
anything in this lease to the contrary notwithstanding. :

10, Lestor hercby warrants and agrees to defend the title to

sid land, and agrees that lesgee, at Its option, mav Alunharan am- 4o




AR RTRE S U

| ™ GLADY GOICOECHEA

l Notary Public - Siate of Nevada
imert Hecurded in Eureka Counly
STATE OF‘ Hotr

County ot LU REKA | i INDIVIDUAL AcxNo;#',' ' }i}/r'f’* - B Uy 10,2000 ¢
o ) : i »
The foregoing instrument was acknowledged ﬁfore me this / O day of /1 @é//
#MW R.D._Digmele_o _Briepe (o). 7@2’)6/ . 4
foi aaa : N /.
> AJ Ak 2, (’ L S
My Commission expires 7 / d )ﬁ/ﬂé _/ W

/ Notary Public
STATE OF . '
INDIVIDUAL ACKNOWLEDGMENT
Connty of .
The futegoing instrument was ncknowledged before me thip —_ f L c_lgv of_
My Commission expirnn — : e O P _ .~ - Notary ful;lic_,
STATE OF S N
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. INDIVIDUAL ACKNOWLEDGMENT
County nf . i : ) y e
Tha forezoing 1nattumant wan ncknowledzed before ‘me this S day nf ; .
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