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OIL & GAS LEASE

- 1s May 2004 )
THIS ACGREEMENT mn(!c }hlu .day of __—___;_l.’ﬁf i{l{‘l 19 e, between
Charles and Patricia Damele, Husband and Wife ¢ d .
—o10East 820 North
_—Richfield, ldaho 83349

of

(Post Office Addresa)

herein ealled lessor (whether one or more) and Trail Mountain, Inc., 105 8. Fourth St., Artesia, NM 88210 , leszen:

1. Lessor, in conslderation of TEN AND OTHER DOLLARS in hand paid, receipt of which is here acknowledged, and of the royalties hereln ni-ovlded and
of the agreementa of the leasee hersin contained, hereby grants, leases and lets exclusively unto lessee for the purpose of investigating, exploring, prospecting,
drilling, and operating for and producing ofl and gas, injecting gas, waters, other fluids, and air into subsurtace strata, laying pipe lines, storing oil, bullding

tanks, roandways, telephone lines, and other atructures and things thereon to produce, save, take care of, treat, proceas, store End transport said minerals, the
Eureka

following dtscribed land in County, Nevada,  to-wits

T26N, R50E, M. D. M. This lease repalces and supersedes lease
Section 1: SE4NE4, E2SE4, W25W4 dated 2/1/04  Book 377 Page 167-169
Section 11: NE4ANE4

Section 12: E2NE4, NE4SE4

~ For the purpase of calculating the rental payments hereinafter provided for, smid land is estimated to comprise 00
coinprises more or less.

2. Subject to the other provisions herein contained, this lease shall remain In force for a term of flve vears from this date (called “primary term™), and
an long thereafter as ofl or gas, ja produced from said land or land with which said land s pooled.

3. The royalties to be pald by lessee are: (8) on oil, and on other liquid hydrocarbons saved at the well, 118th of that produced and saved from said land,
same to be deliverad at the wells or to the credit of Jessor in the pipe line to which the wells may be connected ; (b} on gas, including casinghead gas and all gase
sous substances, produced lfmmid tand and sold or used off the premises or in the manufacture of gasoline or other p therefrom, the market vajue at
the mouth of the well of of the gaus wo sold or uaed, provided that on gz sold at the wells the royalty shall be of the amount realized from
such sale; (¢) and at any time when this lesse fa not validated by other provisions hereof and there ls a gas and/or condensate well on said land, or land pooled
therewith, but gas and/or condensate |s not being 30 sold or used and such well is shut in, either before or after production therefrom, then on. pr before 90 daya
after satd well is shut in, and thereafter at annusl intervals, lessee may pay or tender an sdvance wnnual shut-in royalty equal to the amount of delgy rentals
provided for in this lease for the mcreage then held under this lease by the party making such payment or tender, and so long as sal shut-In royalty Is paid or
tendered this lease shall not terminate .and it will be consldered under sll clauses hereof that gas is being produced fram the leased premises in paylng quantities.
Each such payment shail be pald or tendered to the party or parties who at the time of such payment would be entitled to receive the royalties which would ba
Eltd under this lease if the well were in fact producing, or be pald or tendered to the credit of such party or partiea in the depository bank and in the manner
sreinafter provided for the payment of ‘rentals. :

4, If operations for drilling sare not commenced on sald land or on land pooled therew

acres; whether 1t actually

{th on or before one (1) year from this date, this lesse shell terminate
as to both parties, unless on or before one (1) year from this date leasee shall pay or tender to-the leasor a rental of $$1 50 per net acre

which
shall cover the privilege of deferring commencement of such operations for a period of twelve (12} months. In like manner and upon like payments or tenders,
annuslly, the commencement of sald operations may be further deferred for. successive periods of twelve (12} months each during the.primary term. Payment
or tender may be made to the lessor or to the eredit of the lessor in tha Key Bank Bank

. Box 5664 Twin Falls, |D 83303-5664

. which bank, or any successor thereof, shall
continue to ba the agent for the lessor and lessor's heirs and assigns. 1f auch bank (or any suceessor bank) shall fail, liquldsis, or be suceeeded by another bank,
ot for any remson shall fail or refuse to mccept rental, leasee shall not be held in default until thirty (30) daya after lessor shall deliver to Jessee a recordable
instrument making provision for another adceptable method of payment or tender, and any depository charge ia a llabllity of the lessor. The payment or tender
of rental may be made by check or draft of lessee, malled or delivered to smid bank or lessor, or any lessor If more than one, on or before the rental paying
date. Any timely payment or tender of rental or shut-in royaity which ls made in & bona fide attempt to make proper payment, but which Is erroneous in
whole or in psrt ss to partles, amounts, or depositories shall nevertheless be aufficiont to prevent termination of this lesse in the same manner ms though a
propar payment had been mude: provided, howaver, leasee shall correct such error within' thirty {(80) days after lessee has received written notice therecof by
certified mail from lessor together with such instruments as are necessary to ensable lessee to make proper payment. )

5. Leasee is 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 thereot
with any other land, lease, lemses, mineral estates or parts thersof for the production of oil or gas, Units pooled hereunder shall not exceed the standard pro-
sation unit tixed by Jaw or by the New Mexico Ol! Conservation Commiasion or by other lawful authority for the pool or area in which said land is situated, plus
a tolerance of 10%. Lessee shall file written unit designations in the county in which the premises are located and such units may be designated from time to
time and either bafore or after the completion of wella, Drilling operations on or production. from any part of any such unit shall be considered for all pur-
posed, except the payment of royalty, as.operations conducted upon or production from the land deacribed in this leane. There shall be allocated to the snd
covered by this leass included in any such unit that portion of the total production of pooled minerals from wells in the unit, after dedueting any used in lease
or unit opsrations, 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 sllocated shall be conaldered for all purposes, including the payment or deliverg of royalty, to be the entire production of pooled minerals
from the portion of maid land covered hereby mnd included In said unit in the same manner as though produced from said land under the terma of this lesse.
Any pooled unit designatad by lessee, as provided héreln, may he dissolved by lestee by recording an appropriate instrument in the County where the land is sit-
uated at any time after ths completion of a dry hole or the cessatlon of production on said unit,

&, I prior to the diacovery of oil or gas hereunder, lessee ahould dril)l and abandon & dry hole or holes hereunder, or 1t after discovery of oll or gas the
production thereof should coase for mny cause, this lease shall not termiinate If lestes commences reworking or additional drilling operstions within 60 daye
thereafter and dlligently prosecutes the same, or {if it be within the primary term} commences or resumes the payment. or tender of rentals or com
oparations for drilling or reworking on or before the rental ?lylmr date next enaving after the expiration of three months from date of abandonment of maid
dry hole or holes or the tion of rr duct It at the expiration of the primary term oil or gas ia not being produced but lessee is then engaged in operations
for drilling or reworking of any well, this lease shall remain In foree so long as such operations sre diligently prosecuted with no cessation of more than 8¢
consecutive duys. 1f during the drilling or reworking of any well under this paragraph, lemee Joses or junka the-hole or well and after, diligent efforts in good
faith {s unable to complete said operations then within 30 days after the abandonment of said cperations lessee may commence another well and deill the same
with due dillgence. If any drilling, sdditional drilling, or reworking operations hereunder result ln production, then thia lease shall remain in full force so long
‘thereafter as oil or gas Is produced hereunder.

7. Leasee shall have free use of -oll, gas and water from iaid land, except water from lessor’s wells and tanks, for all operations hereunder, and the royalty
shall be computed after deducting any so used. Lessee shall have the right at any time during or after the expiration of this lease to remove cll property and
fixtures' placed by lessee on said iand, Ilncluding the right to draw and remove all casing, When. required by lesaor, lesses will bury all pipe linea on ecultivated
lands below ordinary plow depth, and no well shall be drilled within two hundred feet (200 ft.) of any residence or barn vow on said land without lessor's con-
sent. Lessor shall have the privilege, at hiz risk and expenss, of using gas from any gas well on sald land for stoves and inside lghta in the principal dwelling
thereon, out of any surplus gas not needed for operations hereunder. .

8. The rights of either party hereunder may be masigned in whole or in part and the provisions heredf shall extend to the heirs, executors, administrators,
successors and masignas; but ho change or divislon in the ownership of the land, or in the ownership of or right to recelve rentals, roy-ities or paymaents, however
nccomplished shall operate to enlarge the obligations or diminish the righta of lessee: and no such change or division shall be binding upon lessee for any pur-
pose until 30 days after lesaee has been furnished by certified mail at lessee’s princlpal place of business with acceptable Inatruments or certified copies
thereof constituting the chain of title from the original lesaor. If any such change In ownership oceurs through the death of the owner, lessse may pay or
tender any rentals, royalties or payments to the credit of the decessed or his ettate in the deposltory benk untll such time 2s lessee has been furnished with
evidencs satisfactory to Jessee as to the persons entitled to such sums. In the event of an mssignment of this lease as to & segregated portion of said land, the
rentals payable hersunder shall be ap loned as between the several leasehold owners ratably mecording to the surface area of each, and defsult in renmtal
payment by one shall not affect the rights of other lemsshold owners hereunder. .An assignment of this lease, in whola or in P“t' ahall, to the extent of such
.?it nment, relleve and discharge lesses of any obligations heveunder, and, if lesses or sssignee of part or parts hereof shall fail or make defsult in the payment
o

proportionate part of the rentals due from such lenses or assignee or fail to comply with any other provision of the lease, such defauit ahall not sffect thia
lease in so far as il covers n part of said lands u

pon which lestee or any assignee thereof shall so comply or make such payments. Rentals as used in this
paragraph shall also Include shut-in roymity. - :

9, Should lessee ba prevented from complying with any express or implied covenant of thia lease, or from conducting drilling or reworking operations here
under, or from produeing ofl or gas hereunder by resson of searcity or Insbility to obtain or use equipment or material, or by operation of force majsurs, or
by any Federal or state law or any order, rule or regulstion of governmental authority, then while so prevented, iessee’s duty ahall be suspanded, and lessee
shall not be liable for fallure to comply tiwmw{t.h:.nnd this leana shall be extended while and so long as lessee is prevented b

any such caunse from conducting
drilling or reworking opeistions on or from producing ofl or gas hereunder; and the time while leasee in 20 prevented shall not be counted against lessee,
anything in this lease to the contrary notwithstanding. . '
10, Lessor hereby warrants and sgrees to defend the title to sald Jand, and agrees that lessee, at its option, may discharge any tax, mortgage, or other -
lien -upon sald land, and in the event lesses does 30, it shall be subrogated to such lien with the right to enforce same and apply rentals and royalties mccruing
hereunder t.w:urd -&t.i-!ylnz same, Without Impalrment of lesaee’s rights under the warvanty, it this lease covers s less interest In the oil. or gas in all or an

b o ata. =smd havoin anacrtiftad or notkt than tha ravalilas abhntedn rovaliv. rnntlt
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