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OIL & GAS LEASE 

THIS AGREEMENT made this 28™ da, of October, 2003, between GtOHCIA L. BERGSTEN A/K/A GEORGIA LOU LONDON BERGSTEN * 
. • l a ^ n ^ ^ A m • . . . . . . . . „ .—»,..: . ; , or MtlJ lata Bail M.C.i l U t o i i m i i i NM t 7 i l 0 . Iierein called "Lessor" 

(whe.be. ™ or »c«e) and T. VERNE OWVER, SOU Wof (ho.*.* 310, MidfcuxL T..a. W791, -UueeV\, , j ^ ( j J M f M M t M . N „. A*bt)s<»rejih> i 

I . Lessor, in coroiderarion of TUN AND OTHER DOLLARS in band paid, rcceipi of which is hereby ftcknowleclyDd, ind oT the rayalUM herein provided and ofthe agrcccHntlef 
the Lessee herein crailairied, hereby grants, leases and leu exclusively uolo Lessee for Ibt purpose pf invruigminj, exploring, proapectioa. drilling, and operating far Mid-producing eel aad gas, 
injectinEKBt, walerl. cHher fluids, and air into subsurface strata laying pipelines, Goring' oil, building links, roadwayr, telephone lines, and other smjclwei and Ihiiigj thereon Co produce, save ntee 
earc of, treat, process, store and transport said mmeraU, the following described land in EDDY COUNTY, NEW MEXICO, to-vrn: 

TOWNSHIP 23 SOUTH. RANGE 30 EAST 

SECTION 24: SW/4 NW/4 

Said land is estimated to cantpmc 40.00 acm, whether ii actually comprises more AT lest. 

2. Subject ro the other ttroviuorn herein comturjed, xhvt lease shall remsan in force for a tend of d im (3) years from this date (ceBed "primary term") and M tag thereafter as oil 
or gas is produced irewi said land or from land with which said laid is pooled 

3. The royalties to be paid by Lessee arc: (a) oo oil, and other liquid hydrocarbons saved al the well, 3/l<* of thai produced and saved from said tad, same to be delivered 
ai the weld or to (he credit of Lessor in the pipeline to which, ibe wells may be connected; (b) on gas, bcludbg casingrured gas or other gaseous substance pmimeeitQmiataimimtivaodofflitb 
pieirtiso or used in the njanufacrure of gasoline or other products, the market value ai the well of 3/16* of the gas used, provided thai OD gas sold on or off (be premises, the itryafties shall be 3/16* 
of the amount realized from such sale; (c) and at any rime when this lease is not validated by other provisbni hurtof and tltere b a g» amVor taiviensaia well an tajd fond, «y hnd pooled ftere*»fm. 
but gas or condensate if OOf beinj so sold or used and such well a snvMn, either fciurr or aha prodoaioa therefrom, then on or before 90 days after said well U shut in, and thereatW at aamtai 
mtervals. Lessee may pay or lender an advance shut-in royalty equal to J1.00 per net aae of Lessor's gas acreage thcri held under this lease by the party makinj; such payment or render, and to tag 
« said shut-in royalty b paid or leixtcrvd, this lease snail not tennioaic and it shall be considered tinder all clauses hereof thai gas is being produced from the leased premises in paying q'prrtifiw. 
Each such peyment shall be paid or tendered to the party or partes who at tfic time of s ^ 
i ta producing- The payment or tender of royalties or shut-in royalTies may be made by check of draft. Any timely paymcDt or lender of smjMo royalty which i j made fat a bona fide attempt to 
make proper Daymen?, but which is enoncous in whole or in part as to parnei or amounts, shall Mvcrihclest be sufficient u> prevent tennmatioa erf this lease in the same Diaimer as though a proper 
payment had been made ifLesse* shall correct lucfa error vridun 30 days after lessee has received written oawx thereof by certified moil lroro pejty or psitiei entirted to receive payment together 
with such wrtnen ixismmieiBs (or certified copies thereof) as are necessary to enable lessee to make proper payment. The amount realized ftom the (ale of gas on or off the premises shall be tbt 
price established by the gas sales contracted entered into to good faith by Lessee and gas purchaser for such term and under such awriScions as are customary to the indusoy. "Ptice"s^nstMlhe 
net eraount received by Lessee after giving efTcct to applicable regulatory orders and after application of any applicable price adjustments specr&ed in toco ccanract or ngsdatory orders. mthcevesB 
Lessee compreSKS, rata, piiri5a, a rJel^ 
such price a leesooable chnrns for each of such lunetiom performed. 

4. This is a paidfip lease and Lessee shall not be obligated during the pnmary term hereof to eonwf pee or continue way opefMioniof'wtiitinf cJitiffrTiTilTtPinaltri^psyn^ 
bereainder in order to maintain mis lease tn force during the primary tenn, bowever, this provision is ttoi intended to relieve Lessee of the ĉ Kgstion lo pay royalties on actual pioĉ clion purtuact lo 
the provitions or ptusgrapl. 3 liereor*. 

9. Lessee i l hereby granted die nght and power, from ttote lo time, to poof or cornbine this lease, the land covered by it or any part or borixoa tbereo/wttb any other tand, 
mineral euuies or parts thereof for the production of oil or gas. Units pookd bcreunda sliail not exceed rbc sicmdard proratioB vnft fixed by Uw or by the Oil Conservation Dfvisiori oftbe Energy 
and Minerals r^panrnenl of the 5tare of New Mexico or by any edier lawful aiithonty for the pool or aroa in which said land is situated, phis a tolerance » t m percent LeaMibaU fifc vmsscn faeif 
designations m the county in which the premises an beared and such units may be designated from lime to time and caber before or after die completion ofwv&s. DriDng operations floor 
production hem any pan of any such unit shall be considered for all purposes, except the piyrnera of nryoliy, as epentions conducted upon or production from me land described tn this teste. 
There shall be allocsied to lb« bmd covered by this lease inclnded in any such unii that portion of the total production of pooled mberali from wells b the unit, after deu^ting any used in k t̂w or 
unit operahoas, which the net oil or gas acreage in the land covered by this less* included in the unit bean to the total number of surface acres to the uwL The prooVtion so allocated shall be 
crmsickred for ai. purposes, including the pa)Tncni or delrvery of royalty, (o be the entire production of pooled triihcraii rrom the pcjitioo of said land covered hereby and inchtded in said unu in the 
same roanner as though produc«J from uid land under the icrms of thij lease. Any pooled unit desitvaied by Lessee, as provided bereiD. may he dissolved by Lessee by recording an snproprtste 
irumunent in the county where the land is situated at any time after the rompletioa of a dry hoi* or the cessation of proditction on said untt. 

6. If at the expiraiioa of the primary term there is no well upon said fatnd capable of producing oil ot gas, but Lessee has commenced operations for driDmg or reworking 
thereon, this lease shall remain in force so long at operations are prosecuted with no cessation of rnorc than 60 consecutive days, whether such operation be on the same weO or on « different or 
additional well or wells, and if thry result in the procWion erf col or gas, so long thereafter as oil or gos i i produced from said land. If. ana- tha e>̂ irarv>n nf ihe fmm»fy *»m. t*1! ^ t t i upon laid 
land should become incapable of prodiicing for any cause, this lease shall not tertro'naie if Lessee oommences operaiions for addirional drilling or for reverting wilhtn 60 days meraafter. If any 
drilling, addnlanal drilling, or rrworkiog operaiions hereunder result bi prooWion, then this lease shall remain in full force so long thereafter as ofl or gas is produced hereunder. 

7. Lessee shall to ve fee use of otl gas and water iTom said hod, exoept water fVorn Lessor's welts and tanks, for all opentiotu bawndet, and (he loyally soaif be ajroptned aAer 
Oeducirng srry so t»ed. Lessee shilt have the right at any time during or after ihc expiration of (his lease to remove aU prxxperry and fixruras placed by Lessee on said tend, iiKlvcluuj the tight lo draw 
and remove all casing. When required by Lessor, Lessee wiU bury aD pipehnes on oJhvw 
residence or bam now on said land without Lessor's ctmaent. Lessor shall have the privilege. g » ruft and expense. of ttsing gas from any gai wdl on mid land IV vet iwyl irttiflt' h'̂ frts ft? OV 
principal dwdb'ng ihereon, on of any surplus gas not needed for operaiions Itereunder. 

8. The rights of cither parry hereuader may be assigned in whole or b part and the provisions hereof shall extend lo tharhetit, nM^mfrrfnifrTrT. Brrfriinn wtd assigns; 
but no chanee in the enwrshjp of the land or in the cn»w*bip of, or rights to receive, royalties or shut-io royabtei, however acwrnplisbed shaQ operatt to enlarge the c«hs^riom or dimirush the 
rights of Lessee: and no such change or division shall be binding upon lessee tor any purpose until 30 days aner Lessee has been furra'sbed by c«rrined mail at Lessee's principal place ofbusineas 
with acceptable bsmiments or certified copies thereof coretwutbg the chain of title from the origins] tcssor. If any such change in ownership occurs through the death of the owner, Lessee may, at 
its option, pay or render any royalties or sbm-in royalties »the name of the deceased or to bis estate or to nil heirs, executor or edmimctrsior onfil sues rime as Lessee hat been fcmiabed with 
evidence Wisfactory to lessee as to the persons emhled to such sums. An assignment of mis lease m wttolc or m pan shall, i& Ace 
obligsliODj bereunder and, if Lessee or assignee of pan or parts hereof shall foil or make default m the payment of the proponionetc part of royalty or shut-in royalty due from such Lessee or 
assignee c« fail to cornpfy with any of to provisions of this kase, such default shall mil sfTect this lesM tmohv as it covers a pan of said lands upon wiiicfa Lessee or any assignee llwreof s îttl 
prc*perty ccinply or make such payrnenti. 

9. Should Lessee be prevented from comprying with any express or iinplkd covenant of tm's lease, or from cxwlucimg cMhng or ftwctfVing operations beveuoder, or front 
producing oil or gas l^mdcr by reason of scarcity or babfliry to obtain or use equipment or material, or by upeTation of force rriajeure, or by any Federal or state brw or any order, rule or 
reflation of B v̂rnmentBl authoriry. then while so prevented. Lessee's duty shall be suspended, and lessee shall not be liable for taOure toconiply fter and this lease shaD be BdcnM while 
and so long as Lessee is prevented by any such cauulromcoodu^ 
ffUpiiwrt aywmr l^aatm, ajtyddny in ltik lema to tim ermtnnr nr**MM*nA*fQ 

10. Lessor hereby wansnrs and agrees to defend rhfc to said land and agrees thai kssec at ks option may discfiargt any tax, mongage or other lien upon said land, and in the event 
Lessee does so it shall be subrogated to such lien with the right to enforce same and to apply royalties and shut-in royalties payable ttemndv toward sah'siying same. Without imneninanl of 
lessee's rights undo the warranty, if this lease covers s less interest m UK oil or gas b all or any port of said land than ihe entire and ur>divided fee simple estate (wtielhcr Lesior'i interest is herem 
Specified or not] then the royalties, shut-in royally, and other payments, if any, accruing from any pan as to which this least covers less than such full interest, shall be paid only in die proportion 
wtiich the intereil flwma, if any, cowed by this lease, bears to the whole and undi\ided fee simple estate tisercin. Should any one or more of rhe pnig> named m i «>yyt f t f t" trrr-gn «hn 
lease, it shall newrhelm be btodtng upon die party or parties executing the same. 

It. Lessee, its w bis successors, heirs and assigns, shall have rhe right et any time to surrender ttiw lease, in whole or b part, to Lessor or his heirs, sueccason and assigns 
by debvering or mailing a release a>creof to the Lessor, or by placing 8 release thereof of record to Ihe counry b which said land is siruwed; th t r t i^Ut»t t^bet^evt46m»BObli^ t iaa$, 
expressed or implied, of this s^emeM as to acreage so Hinendered, and hereafter the shu-in royalty payable ncTeundcr shall be reduced h flic proportion Unl the arrows covered hereby U 
reduced by said release or releases 

T VERNE DWYER 
OIL & GAS INVESTMENTS 
500 W WALL STE 310 
MIDLAND TX 79701 

uEORCLA L^EHGSTEN A/K/AtEORCL 
BERGSTENMJEALING IN HER SOLE AND SEPARATE Jf 
PROPERTY PRINTED NAMEt Gt/9 B & t & S f & t f 

BEFORE THE OIL CONSERVATION DIVISION 
Santa Fe, New Mexico 

Case Nos. 13368/13369/13372 Exhibit No. 
Submitted by: 

Devon Energy Production Company, L.P. 
Hearing Date: December 2, 2004 
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INDIVIDUAL ACKNOWLEDGMENT (Nr» Mexico Short Form) 

STATE OF NEW MEXICO 

COUNTY OF fif^* « 

The foregoing iiumimeot was acknowledged before me this r i C l day of n^V^.Vn ieLiVl 2003, by GEORGIA L. 
BERGSTEN. 

My CcroirriMtoi £»rnrn L*J>, J t) O Q ' 1 

— 

STATE OFttfcw MEXICO 

COUNTY OF_ 

The foregoing instrument was acknowledged before mc triis _ 

,Wotery Public. Siajt of New Mexico 

Printed Name oL.^ ci. 1 \ 

INDIVIDUAL ACKNOWLEDGMENT (New MeiJnSkon Fens) 

.day of _ ,2003, by. 

My ConnltaiOD Expires^ 
Hoary fuHic, Smrc of New Mexico 

Printed Narr» 

RECEPTION NO. 0315624 STATE OF 
NEW MEXICO, COUNTY OF EDDT 
RECORDED I Z / Z Z / Z 0 Q 3 i \ Z l AM 
BOOK 0534 PACE 0112*= 
J.EAN BLENDEN, COUNXyCLl 

/\ - ( • '* V 

' 
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OIL & GAS LEASE 

THIS AGREEMENT made dm J" day of October, 200). between W I L L I A M JET* GLENN AND LOJU NELL GLENN, AS TRUSTEES OF THE W I L L I A M JEFF 
GLENN AND LORA NELL SMITH GLENN REVOCABLE TRUST DATED FEBRUARY 13,1992, of373 Ridge Road, Silver City, NM 88061, ne«ta called 
n^nor" (whether one or more) end T. VERNE DWYER, S00 West Wall, SwHeSie, Midland, Teua 79701, -Lessee": 

1. LcMor, h consideration oTON 
(be Lessee herein couimned, her coy Brants, leases and lets exclusively unto Lessee for the purpose of invest idling, rscptonng, prospecrjog, oViThng, and operating for and producing oil and gas, 
injecting gas, waters, other fluids, and at into subsurface strata laying pipelines, sioriiig oil, building tanks, roadways, (ebfiium 
care of, treat, process, store and transport said minerals, the foltovvmg described land in EDDY COUNTY, NEW MEXICO, to-wit 

TOWNSHIP 22 SOUTH. RANGE 30 EAST 

SECTION 24: SW/4 NW/4 

Said sand is estimated to comprise 40.00 acres, whether il actually comprises mure or less. 

2. Subject to the other provisions herein cammed, (his lease trial) rcmaxn in force far a (enn of three (3) years rlwflnadatefcais^ 
or gas is produced from said land or ftom land with which said land b pooled, 

3. The royalties to be paid by Lessee are: (a) on oil, and other liquid hydrocarbons saved at the weD, 3/16* of thai produced and saved from said bod. seme-to be delivered 
at the welh or to the credit of Lessor in the pipelrue to which the wefts may be connected; (b) co gas, including casinghead gas or other gaseous substance produced •rrjm said land s^ 
premises or used in the rnxnufacrur* of g&sohix or other products, the market value ai die well of3/16* of the gas lisedfrfovidedtfeaiMg^ 
of dw antouTii realized from such sale; (c) and at any time when this kase U not validated by other provisions hereof and there is a gzis tu>cU« condensate v 
but gBS or condensate is not being so sold or used end such well is shut-in, either before or after production therefrom, then o» or before 90 days after said well is shot in, and thcrearler at annual 
intervab. Lessee may pay or render an advance snin^ royalty ccaia) to $ I.M per i « 
as said shut-in royalty is paid or tendered, this lease shall not tenmnarc and it shall be coosiilered under all clauses liereof that gas is being produced from the leased premises in paving quantities. 
Each such payment shall be paid or tendered to the party or parties who al the time of such payment would be entitled to receive the royalties which would be paid under this lease if the well were m 
feci producing. The payment or tender of royalties or shut-in royahies may be made by check or draft. Any timely payment or teixfcr cf tfat-a royalty which b made in a bona fide attempt to 
raaic proper payment, but which is erroneous in whole or In part as to parties or arnounii. shall nevertheless be sufficient to prevent terrnisatioa of mis lease to the aa/ne manner ei though enrcper 
payment had been made if Lessee shall correct such error within 30 days after lessee has received written notice thereof by certified ma3 6 ^ 0 * party or pa 
with such whnen instruments (or certified copies tbercoO as are necessary to enable lessee to moke proper payment. The amount realized from rite sale of gas on or otTthe prernises shall be the 
price established by rhe gas sales contracied entered mto in good faith by Lessee and gas purdtaser for such term and under such conditions as are customary in the industry. *TVice*shan mean the 
net amount received by Lessee after gjviiu} effect mapplkabU In event 
Lessee compresses, rnwis, purifies, ot dehydrates such gas (wheilTC* raw off tU 
such price a reasonable charge for each of such functions performed. 

4. This is a paid-up lease end Lessee shall not be obligated during the primary tenn hereof to comrenct or contu^ 
hereunder in order k> mainiain this lease in force during the primary term; however, ibis provision is nor intended K> relieve Lessee of (he obugarion to pay royahies. on actual production pursusnl to 
the provisions or paragraph 3 thereof. 

5. Lessee is hereby granted the right and power, from nine to lime, to pool ot coiuoine this lease, the land covered by it or any pan or horizon thereof with any other bod, 
tninera) estates or pans thereof for the production of oil or gas. Units pooled hereunder shall not enceed lh< itandard proration uml fixed by law or by the OH Conservation HvbioD of me Energy 
and Minerals Department of the State of New Mexico or by any other lawful authority for the pod or area to which said land is situated, prus stoterancc toten pcroeor. lessee shall file wriRen anit 
designatioas in the county in which the premisei arc located and such units may be designated from time to time and cither before or after the conâ lctioo of weQs. Drilling operations on or 
production from any part of any such unit shall be considered for all purposes, except the payment of royally, as opera ions conducted upon or prcKhorion from the rand Described in this lease. 
There shall be allocated to the land covered by this lease mchided in any such unit that ponioQ of the total production of pooled rniitertfsfrcwwcibm 
unit operations, which the net oil or gas acreage in the land covered by this lease included in the unit bears to the total number of snrface acres m the unit. The production so allocated shall be 
considered fa all purposes, including the payment or delivery of royalty, to be mc entire production of pooled mowrals from the portion of said land covered hereby and mcluded in said unij in the 
same manner a? though produced from said land under the terms of this lease. Any pooled unit designated by Lessee, as provided herein, may be dissolved by Lessee by recording an appropriate 
instrument in rhe county where the tend i i situated at any tune after die contpletioo of a dry hole or che oosssrion of prodiictioo on said unit. 

6. If at the expiration of the primary term there is no well upon said land capable of producing oil or gas, but Leasee has cornmeuoed operations far drilling or reworking 
thereon, this lease shall remain in force so knuj as operations are prosecuted with no cessation of more than 60 consecutive days, whether such operab'oe be on (he same well or on a different or 
additional well or wells, and if they resuh in the production of oil or gas, so long thereafter as oil or gas b produced bom said land. If, titer the expiration of the primary term, aO wells upon said 
land should become incapable of producing for any cause, this lease shall not teflDtnate if Lessee commences operations for additional drilling or ftr rewriting within 00 days thereafter. If any 
drilling, additional drilling, or reworking ope rations hereunder result» production, men this lease shall icmain in full force so bag thereafter as oil or gas is produced toreuadcr. 

7. Lessee shall have free use of oil, gas and water ftom said land, except water from Lessor's wells and tanks, tar aD operations hereunder, and (he royally shaD be cxrnputtd after 
deducting any so used. Leasee shall have the right at any tune during or after the expiration of this lease to remove all property and fixtures placed by Lessee oo said land, including (he right to daw 
and remove all casing, w^rco>redbylxssor,Uss*ewUlbu^ 
residence or bam now on said land without Lessor's consent. Lessor shall ha vc the privilege, at his risk and expense, of using gas 6cm any gas well on said land for stoves and inside lights m Che 
principal dwelling thereon, out of My surplus gas not needed tor operations bcrowdcr. 

I . The rights of either party Reminder may be assigned tn whole or in part and the provisrom hereof shall extend to cheirfans, —""n^n, •*t"*"BTftittri. turmr** fW assigns; 
but oo change in die ownership of the land or in the ownership oC or rights to receive, royalties or ihut»in royalties, however accomphabed shall operate to enlarge the c&hgaiions or dinunish the 
rights of Lessee: and no such change or divnion shall be binding upon lessee for any purpose until 30 days after Lessee has been furnished by certified ta*S a Lessee's principal place ofbtBunasa 
with acceptable mstrumerris or certified copies thereof constituting the chain of tide from the original lessor. If any such change in ownership ocean through the death of the owner. Lessee may,, • 
its option, pay or tender any royalties or shut-in royalties is the name of the deceased ot w his estate or to bit heirs, executor or adnunjstrator until such tkne aa Lessee has been fiinushed with 
evidence satisfactory to lessee as k> the persons entitled to such sums. An assignment of this lease in whole or in part shall, to the extent ofsucb assigrimem, relieve azxi discharge Lessee of any 
obligations herruruJa arul if Lessee or assignee of pan or parts hereof shall sailor mate default in the payment of the proportionate part of royally or shta-in royalty due from such Lessee or 
assignee or hut to comply with any of die provisions of mis lease, such default sbafl oat a/fcci this (case insofar as it covers a part of said lauds upon which Lessee or any assignee thereof shaP 
property comply or make such payments. 

9. Should Lessee be prevented from complying with any exnresi or implied covensni of thij lease, or from corseting drilling or rrworlung operations hereunder, or from 
producing oil oi gas hereunder by reason of scarcity or mabflrty to obtain or use equipment ot material, or by operation of force ctajeure, or by any Federal or state law or any order, rote or 
rep dafton of governmental authority, then while so Prevented. Lessee's duty shall be suspended- and lessee shall noc be liable far ftiW aa comply m«v>wgV and (hif i)xfr c^mk4 wnth 
and so kmg si Lessee b prevented by any such cause from coriducting drilling or rewriting opoatkms or (rem producing oil or gas hereurtdcr, and the choc wfa0c Lessee b so pra\vnsed shall not be 
counted against Lessee, anything tn this lease w the contrary notwftnswidug. 

10. lessor hereby warrant and agree< to defend lille lo said land snd agrees that lessee at ils option may Ascharftc any lax, mortgage or other ben upon said land, and in the event 
Lessee does so it shall be subrogated to such lien with the right to enforce same and ro apply royalties and shui-in ruyahies payable hereunder toward satisfying strar Without impahmcai at 
Lessee's rights under rhe warranty, if thb lease covers a leu interest in oSe oil or gas in al] or any pan of said land than the entire and undivided fee simple estate (whether Lessor's incrca a herein 
specified or not) then the royaljies. shur-in royalty, end other payments, if any, accraing from any pan as to which this lease covers ten than soct full ttterest, shall be paid only m the pnmottioo 
which the inieresi therein, if any, covered by this lease, bears to the whole and uridrvided fee simple estate UVein. Should any one ur more of me parlies named above as Lessors M to exectfle Chk 
tease, it shsil wvertheless be binding upon the party or parties executing the same. 

I I . Lessee, its or his successors, heirs and assigns, shall have the ri^hi at any lime to suncrukr this lease, in whole or i * pan, to Lessor or bis heirs, successors and assigns 
by delivering or mailing a release thereof to the Lessor, or by placing s release iheTtofcf record in Ihf county in which said land is swuaJed; AtrcupoaLnseelhanbeKtirvtdbuin sftobu^uos. 
expressed or implied, of this agreement as to acreage so sunendered, end thereafter the shut-in royalty payable hereunder shaB be reduced fat the proportion that the acreage covered hereby is 
reduced by ss>d release or releases. 

THE WILLIAM JEFF GLENN AND LORA NELL SMITH GLENN REVOCABLE TRUST DATED FEBRUAHY 13,1992 

BY: WILLIAM JEgT <jt$pN, TRUSTEE 

T«LD.

BY.- LORA NELL GLENN. TRirSTEE 
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INDIVIDUAL ACKNOWLEDGMENT (Nrw Mtlleo Short Form) 

STATE OF NEW MEXICO < 

COUNTY OF 

The foregoing instrument wis acknowledged before me this ^davof S C t & k L f ) ,2003, by WILLIAM JEFF 
GLENN AND LORA NELL GLENN, In the eipedty herein sated. 

My 

\ 

Uoutfy Public, Sutc of New Mexico 

( "• . t o ! 

RECEPTION HOt 0314331 STATE OF 
NEW MEXICO, COUNTT OF-EDDT 
RECORDED ll/-<l 7/2003 10,13 AM 
BOOK 0530 PACE 072B A./tfau**) 
JEAN BLENDEN, COUNTTT CLESK 
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OIL & GAS LEASE 

THIS AGREEMENT made this 20* day of Octoberr, 2003, betweeo KENNETH MARK SMITH A/KM KENNETH M . SMITH, AND WIFE, PATSYLOU SMITH, of 267 
Smith Riocb Road, Hobbs, NM 88240, herein called -Lessor*' (wtetber one or ittorc) and T. VERNE DVYYER, 500 West Wall, Salt* 3)0, Midland, Tons 79701. nxasee": 

1. Lessor, in ccmsideratton of TEN AND OTHER DOLLARS m hand paid, receipt of which is hereby aeknowlî >eeo\Bndofda. 
the Lessee herein conuined, hereby grants, leases and leu exclusively unto Lessee for lite purpose of urvestigating. exploring, prospecting, drilling, and operating tor and prodstcmg oil and gas, 
mjccimggas,waieaiL,ct̂  
care of, treat, process, store and transport said minenus. the following described land in EDDY COUrVTY, NEW MEXICO, ID-wit 

ivw*sm ffi 3Q.ym BAW?E W EAST 
SECTION 34: SW/4 NW/4 

Said land is estimated to comprise 40,00 acres, whether it actually cornpriscs mora or lets. 

3. Subject tn me other provisions hereto cootained, this lease shaD ranain in force for a term of three (3) yean r>om this date (called *>rioiao't^ 
or gas is prodeced from said tertd or from land with which said land is pooled. 

3. The royalties to be paid by Lessee are: (a) oo oil, and other liquid hydrocarbons saved al the well, 3/16* of that produced and saved from said land, same to be delivered 
at the wells or to the credit of Lessor in the pipctina to which the wens may be ccmneaed; (b) oo gas. including casinghesd gas or other gaseous substance produced from said land and used off 

the premises or used in the rnarwracturc of gasohne or other products, the market value at the well of 3/16°' of die gas used, provided mat on gas sold on cr c#the premises; 
3/16* of the amount realized from such sale; (c) and at any time when this lease is not boated by c<herf̂ visi(>ra hereof arid then is a gas and/or condensate well on said land, or band pooled 
therewith, but gas or ccwleTtsale b not being so sold or used and such well is shutHa, either belbre or after prcKliicbon therefrom, Oven OricrbetbteM 
annual intervals. Lessee niay pay or tender an advance abu^ 
to long as said shut-in royalty b paid or tendered, this lease shall not terminate and It shall be considered under all clauses hereof dm gas is being produced from the tensed premises in paying 
quantities. Each such payment shall be paid or tendered to to party « pan 
well were in bet producing. The payment or tender of royalties or shut-in royalties may be made by check or draft. Any tinxrypayineat or balder cfs rcvalty winch b nude b a bona fide 
anea^.totnakcpropgpe 
a proper payment had been made if Lessee shall correct such error wntoo 30 days after lessee has received wrirten notice thereof by certified mail from die parry or parties entitled to receive 
payment together with such written instruments (or certified copies thereof) as arc necessary to enable lessee to make proper payment. The amount realized from the sale of gas on or off the 
premises shall be the price established by the gas sales contracted entered into b> good faith by Lessee and gas purchaser for such term and under such ccodrtioua as are OTtomary in lb* industry. 
Trice*" shall mean the net amount received by Lessee after giving effect to applicable regulatory orders and after jrppli^rion of any apphceble prra adjustments specified is such contract or 
regulatory oxders. In the event Lessee compresses, treats, purines, or dehydrates suoh gas (whether on cr off the leased premises) or transports gas off (he leased premises. Lessee in cxtmputmg 
royalty hereunder may oeduct from such price a reasonable charge for each of soch functjons performed. 

4. This b a paid-up less* and Lessee than not be obhgaied during the primary tenc hereof to coTtimencc or continue any operations of whatsoever dtaracter or to make any 
payments hereunder is oTder to maintain this lease in force during the primary term; however, mis provision b not mtended to relieve Lessee oftbe obligation to pay royalties on actual production 
pursuant to the provisions or paiagraph 3 bereof-

$. Lessee a hereby granted the right and power, ftom lime to time, to pool or cc*obme this lease, the land covered by it or any part or horizon thereof with any other had, 
mineral estates or pans thereof for the production of oi! or gas. Unhs pooled hereunder shall not exceed rhe siundard proration unit fixed by bw or by the Od Ccoservetion Division oftbe Energy 
and Minerals Department of the State of New Mexico or by any other lawful aurhorily for the pool or area in which said land b situated, plus a tnlerancc lo ten percent Lessee shall file written 
unit deaignariofls tn the county in which the premises are located and such units may be designated from tone to time and either before or e^Wtbt caimletion of wells. Drilling operations OB OT 
production from any pan of any such unit shall be considered for all purposes, except the payment of royarry, as operations cenducted upon or production from the land described in this lease. 
There shall be allocated to the land covered by this leas* included in any such unit that portion of the total production of pooled minerals from we&mlbttnA,etodedueo^aiiy used in lease or 
UiUt operation*, which the net oil ot gas acreage in the land covered by mb lease included in the unit bears to the total number of surface acres m the unit The prodJjcoon so allocated shall be 
considered for all purposes, inchtdittg the paymem or delivery of royalty, to be the entire prodiinioc of pooled minerals from the portion of said land covered beriby and alluded m said unit in the 
same iianne* as though produced from said land under the terms ot this lea«c. Aoy pouted unit dc*ip.ai«d by LCMKC, at pi uvidod Ita tin, s>tay bo dissolved by Latmbyrscordii>g wsppron 
instrument in the county where the land b taruated at any time after the completion of a dry hole or the cessation of production on said unit 

6. If at the expiration oftbe primary tenn there b no well upon said land capable of producing oil or gas, but Lessee has carranew^opejiijons fot drilling or rgsrortung 
rhcreon. this lease shall reman in force so long as operations are prosecuted with no cassation of more than 60 consecutive days, whether such cocraoon be on the same well or on s different or 
additional well or wells, and if they result in the production of oil or gas, so long thereafter as oil or gas a produced ffom said land iCafuvthecapttittatf 
land should become incapable of producing for any cause, this lease shall not terminate if Lessee conunences operations for additional drilling or tor reworking wfthm 60 days thereafter. If any 
drilling, additional drilling, or reworking operaiions hereunder resub m production, then dns teas* shall remain in hjO force so long thereafter as oil or gas ts produced hereunder. 

7. Lessee shall have free use of oil gas and water from said land, except water from Lessor's welb and tanks, for all operations .hereunder, arid the royalry shaD be cooipined sate 
deducting any so used. Lessee shall have the right at any time during a after the expiration of this tease to remove ill property and fixtures placed by Lessee on said land, briudmg the right to 
draw and remove aft casing. When required by Lessor, Lessee will bury all pipelines oo cultivated lands below ordinary plow depth, and no well ihaB be driDcd within two hundred met (200 fl.)of 
any residence or bam now on said land vnthout Lessor's consent Lessor shall have die privikge, at h» 
the principal dwelling thereon, out of any surplBs gas not needed for operations hereuoder. 

g. Tlva rights of cither party bereunder may be assigned in whole or in part and the provisions hereof shall extend to theubeks, ««wv^n, t^nfartfon. swrrrwon and assigns; 
but oo change to the cwnersnip of the land or in the ownership of. or rights to receive, royalties or ihuV-in royalties, however accomplished abaO operats to enlarge the obhgatiniu or diminish the 
rights oTLcsiee: and no such change or tivbioo shall bt binding upon lessee tor any purpose untd 30 days after Lessee has been furnished by certified mail at Lessee's principal place onxauncss 
with acceptable tastjamenri or certified copies thereof cofuuituring the chain of title from the original lessor. I f ~ y -*r—g- ir ---TrnHp rrrmiri ihrmiflh Ihr rrrsth rJThr mrmrr. I titan mayt at 
its option, pay or tender any royalties or shut-in royalties in the name of the deceased or to his estate or to his heirs, executor or administrator until suoh time as lessee has been ftaobhed with 
evidence satwfactory to lessee as to the persons en rilled to such sums. An assignrnem of this lease in whole or in part shall, to the extent of such assigrDnent, relieve and dbcriarge Lessee of any 
obligations hereunder and, i f Lessee or assignee of part or parts liereof shall mil or make default in the payment of the proporUonatc part of royalry or shut<>ia royalty due from such Lessee or 
assignee or fail to comply with any of the provisions of dm lease, such defauh shall not affect this lease insofar as b covers s part of said landa opon which Lessee or any assignee thereof thai) 
property cotnpfy or make such payments. 

9. Should Lessee be prevented from comprying with any express or unpfied c»vcnant of ifu'i least, or from oorxlucting oVflling or tev/oriung operations hertuader, or from 
producing oil or gas bereunder by reason of scarcity or inability to obtain or use cô apcaeoi or material, or by operation of force majeure, or by any Federal or state law or any order, nde or 
reuulafion ofgcvernnicntaJ audMriry. then while so prevented. Lessee'% dury shall be suspended, and lessee shall pot be liable mr failure to eompty thwgwfth; and i h k t W l ^ e ^ r w W . ^ . 
and so lonn ss Lessee is Prevented by any such cause from cotvluomg drilling or reworking operaiions or from producing oil or ga» heramAH-; fnyi n> \ym, yfrm l^trff B to prr^mprj thai not he 
counted againfl Lessee, Myths*? tn Ihfi lease to me eoRrraty eofwioNstandtitg. 

10, Lessor hereby warrants and surccs to defend title to said land and agrees mat lessee at ns option may discharge any tax, mortgage or other ben upon said land. and m the event 
Lessee does so it shall be subrogated to such lien with the right to enforce same and lo apply royahies and shut-ID royalties payable lurcunder toward satisfying same. VVrtoout m^airnem of 
UfscVs rijpte utioVfiWa 
specified or not) then the rcryslries, shut-in royalty, and other paynwou, if ury, accruing from any pan as to which this lease covm less than such full inttrest. shall be paid only in the pn^ortion 
which die imeresl tterein, if soy, covered by tots lease, bears to the whole and iindrvided fee simple esunc therein. Stoufdanyorttorrrvoretfttep* 
this lease, it ihaD ncvertbclesi be binding upon the party or parties executing the same. 

I I . Lessee, its or hb successors, heirs and assigns, shall have the right at any lime to surrender this lease, in whole or tn pan. to Lessor or his heirs, successors and assigns 
by deJ/vering or mtQiag t release thereof to the Lessor, cr by placing a release lliereof of record in the county in which said land b situated; uSetevsoo Lessee shall be reoevedl̂ aJBcoligaliOns, 
expressed or implied, of this agreement as to acreage so surrendered, and thereafter the shut-in royalry payable hereunder shall be reduced in the proportion that me acreage covered Ijereby b 
reduced by said release or releases. * 

KENNtTH MARK SMITH 

 

PATSY L O l * M I T H . ^ M ^ , _ 

^wvvUil S-fe-5/t) 
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STATE OF NEW MEXICO 

COUNTY OF JEL-JLSVJ 

The foregoing instrument was acknowledged before me this 
SMITH. 

My Commwon Enpirei 3 V 7 * 4 

INDIVIDUAL ACKNOWLEDGMENT (New Meltco Short Font) 

Q j O , f ^ k a ^ f t , . 2001 bv KENNETH MARK 

Notary Pubfie. Stata of New Mexioo 

Printed Name A,TrU rift A .Mai PiUjtJ 

INDIVIDUAL ACKNOWLEDGMENT (New'MfcUco SVMFC«IB) 
• " « i i m i i - r f 

STATE OF NEW MEXICO 

COUNTY OF _ 

SMITH. 
The foregoing instrument was acknowledged before mc this day of > J Q J t r V t k g - t v L 2003. by PATSY LOU 

My Conimiimori Expire! 

L/ i t i ft.A A A I « J A l l f «) 

RECEPTION NO I 0314596 STATE OF 
NEW MEXICO. COUNT* OF EDOT 
RECORDED 11/Z4/Z003 10|3S AM 
BOOK 0531 PACE 0472 gT- '^U-^<? 

JEAN 8.LEND EN, COUNT!CLERK S 
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OIL & GAS LEASE 

TrflSAOREEMEr^il^ 
737. Loviogtoa, NM 88260, herein called *Tea»or" <vvteiher cm or more) and T. VERNE DWYER, 506 Wert Wan. Split 310, Midland, Texas 79TOI, "l̂ aseee": 

1. Lessor, in cotrsiaeralron of TEN AND OT1 UiR DOLLARS in hand paid, receipt of which is hereby acknowledged, and of trie roya^ 
the Lessee beram contained, hereby grams, leases and leu exclusively unto Lessee for the purpose of mvesligaiing, exploring, prospecting, drilling, and operating for and producing oil and gas, 
injecting gas, waters, other fluids, and sir into subsurface strats laying pipelines, storing otL building tanks, roadways, telephone bnes» aid other siroctum and things thereoo to produce, save take 
care at, treat, process, store and trajupon said tnincrals, the foiWiog described bmd in EDDY COUNTY, NEW MEXICO, u>wir: 

TOWNSHIP 21 SOUTH. RANGE 30 EAST 

SECTION 24: SW/4 NW/4 

Said land b estimated to comprise <*0,00 acres, whether it actually comprises more or less. 

2. Subject to dx other provisions herein contained, Ihb lease shall remain in force for a term of three (3) years from dr.* dale (caDed ̂ prunaiy term'') and as long dtereafter as cd 
or gas is produced from said land or Jrcen land with which said land is pooiaii. 

3. Tbe royalties to be paid by Lessee ant: (a) on oil, and other liquid liydrocarbous saved art the well, Via1* of that produced and saved Iron said land, same to be delivered 
at the wells or to the credit oTLcssor in the pipeline to which the wells may be connected; (b) on gas, including casingbead gas or other gaseous scbstance produced ftom said land and ined off da) 

premises or used h> the marittfacrure of gasoline or other products, the market value at the well of 5/16* of (he pas used, provided that oo gas sold on or otTthe premises, tbe royalties shafl be Aft 4* 
of the amount realized from such sale; (c) and at any rime when this tease is not validated by orbcr provisions hereof and there is a gas and/or condensate weO oo said ISTML or bmd pooled therewith, 

but gas or condensate is not being so sold or used end such wefj b shut-in. either before or after production therefrom, Ilicnrmortxfbre90dayiarta 
interval», Lessee may pay or sender an advance shut-in royalty equal to SI.00 per act acre of Lessor's gas acreage tncateld wider thb 
as said shut-in royahy is paid or tendered, this lease shall net icrminate and it shall be considered under all clauses hereof thai gas is being produced from rhe leased premises in paying quantities. 
Each such payment shall be paid or tendered to the party or parties v-ho al lbs time of sue* payment would be emitted to receive the royahies widen would be paid under dss lease if die weU wens k> 
tad producing. The payment or tender of royalties or shut-in royallies may be made by check or draft. Any timely payment or lender of shut-to royalry which U made m a bona floe anempt to 
make proper payrnent, but which b erroneous in whole or in pan as to parries or ajnounts. shaD ncv«ithelcss be sufficient to prevent ujminanon of ihb lease in the same rnanoer as rbougb a proper 
payment had been made if Lessee shall correct such error within 30 days after lessee has received written not ice thereof by certified mail troni tbe party or parties entitled to receive payment together 
with sueli written instruments (or certified copies thereof) as are necessary to enable lessee to make proper payment The amount realized from the sale of gas on or ofT tlx premises shall be the 
price established by the gas sales contracted entered into in good faith by Lessee and gas purchaser for such term and under such eorauoona as are autooiery in tot industry. *?noc"sha£ mean lbs 
net arnourrt received by Lessee after giving effect to applicable regulatory orders and after application of any applicable price adjusrmenb specified in such retitrafl or regulatory orders. Ln the event 
I ***** gfltMpraaees, treats, purifiai, or dghydram meh gat (whetht-rnaar off th* l a a s ^ p m i ^ ) » t r « n q i n m g M 
such price • reasonable charge? aVeaediofaach Aeiceioittp 

4. Thb is a paid-up lease aruJUsseesbâ  
hereunder in order to maintain this lease is force during the primary term; however, this provision b not intended to relieve Lessee of the obligation to pay royahies on actual production pursuant to 
the provisions or paragraph hereof. 

J. Lessee b 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 heal 
nuneral cetmcs or pans thereof for rbc productJorj of oil or gas. Units pooled hereunder shafl not exceed the standard proration unit fixed by law or by the OO Conservation Division oftbe Energy 
and Minerals Department of me Slate of New Mexico or by any other lawful authority for the pool or area in which said land b siruatod. plus a tolerance to ten percent. Lessee ahall fik written unit 
designations in the county to which the premises are located and such units may be designated ftom tune to time and either before or after the coniptetion of waOa. Drinking operations on or 
production from any pan of any such unit shall be considered fix all purposes, except the payment of royalry, as operations conducted upon or production Iran the land described in ihb lease. 
There shall be allocated to the land covered by this lease included in any such unit ftvot portion of the total production of pooled irancrab from weDs in the unit, after oeduaing any used in lease or 
unit operations, which the net oil or gas acreage in die land covered by this lease included m the unit bears to the total number of sartace acres io the raft. Tbe production so allocated shall be 
considered tor all purposes, including the payrnent or dehvery of royalry, to be the enhre production of pooled miner ab from the portion of said land covered hereby and included in said unit in tbe 
same mannvr as though produced from said laswl under the terms of this lease. Any pooled unit designated by Lessee, nt provided herein, may be dissolved by Lessee by recording an appropriate 
touroroeni u> the comity where me land b »rruaied at any time after rhe cĉ npleriou of a dry hole or the cessation of production on said anil. 

6. Use die expintioo of tbt primary tarn there b no weO upon sard land capable of producing o3 or gas, but Leasee has conni»enced operations fordrilUnj-orrev^orklng 
thereon, thb lease shall remain is force so long as operations are prosecuted with no cessalion of more than 60 consecutive days, whether such operation be on the same well Or on a difTereot or 
additional wcD or weDs, and if tbey result in the production of oil or gas, so long thereafter as oil or gas it produced from said land. If, after the expiration oftbe primary term, all wclb upon said 
land should become incapable of producing for any cause, this lease shall not ternunate if Leasee commeni»s operations for additions! drilling or for KwerMng within 60 days thereafter, tf any 
drilling, additional drilling, w reworking operations hereunder result in production, then thb lease shall remain in fufl force so long dtereafter aa oil or gas b produved hereunder, 

7. Lessee shall have free use of oil, gas and water from said land, except water from Lessor's wells and tanks, for all operations hereunder, and the royalty shall be computed after 
deducting any so used. I rtirr anal! hsiT ttir right at injtimr during nr tflrr ihr r-r-'in'nn nf rVtlnnrtnrri—it all rrnprny twirl Bnturri plarnrlrrjrl mw nn ••irtUnrl. jrwrlirliruj ttir rijfoMdrnw 
awl remove all casing. When required by Lessor, Leasee will bury all pipelines on cultivated lands below ordinary plow depth, and no well shall be dnTW vrio^ two hundred feet (200 ft.) of any 
residence cr bam now on said land without Lessor's consent. Lessor stall have Ac privilege, alius risk and cxpettsc, of esing gas Iro^ 
principal ctwelling thereon, out of any surplus gas not needed for operations bereuitder. 

8. The rights of either party hereunder may be assigned in whole or b port nod the provisions hereof shall extend to their hairs, c3BCTBata,s»lBBn£ifaiora,a aasjgaa; 
but no change in the ownership of the (and or inthc ownership oC or rights to receive, royahies or shur-tn royafcies, however accomplished sfanfl operate to enlarge the obligjboos or dimmish tbe 
rixhts of Lessee: and no such change or division shaD be binding upon lessee for any purpose until 30 days after Lessee has been furnished by certified mail at Lessee's principal place of businesa 
vrithac»epttibleiosiru^ Lfeny such change m ownership occurs 
iu option, pay oc tender any royalties or shui-i» royalties in tbe name of the deceased or to his estate or to hb heirs, executor or administrator until such time as Lessee has been rurnished with 
evajencestfisaicfQry *o leasee ss lo the persoos entrrled Co such sums. An assignment or" oSis lease in whole or in pert shall, to ftte extenr of such assignment, rehevc and discharge Lessee of any 
obligations hereunder and, if Lessee or assignee of pan or pans hereof shall faO or make default m the payment of the proportionate pan of royalty or shuV-tn royalty due from such Lessee or 
assignee or fail to comply with any of the provisions of this lease, such default shall not affect thb lease insofar as h covers a pan of said lands upon which lessee ot any assignee thereof shaD 
properly eotnpry or make such payments. 

9. Should Lessee be prevented from complying with any express or implied covenant of this lease, or from conducting drilling or reworking operations bereunder, or ftom 
producnig oil or gas hereunder by reason of scarciiy or tnaiiltfy so obtain or use equb/mcnt or material, or by operation of force majeure, or by any federal or state law or any order, nth or 
regulation of governmental aullmity, then while u prcvcritc^ 
and so long as Lessee is prrvemed by any such cause from conducting drilling or leworking operatiorui or from producing oil or gas hcreunoer; and the dmc wfaflc Leasee b so prevented shall not be 
counted against Lessee, am/thing in this tease to (he contrary aorwitlmaadjiog. 

10. Lesaai hereby warrants and agrees to defend title to said bmd and agrees that hnsee ai its option may discharge any tax, mortgage or other ben cpon said land, and in OM event 
Lessee dues so ii shall be wbiogateU tn such lien nim the riglu to cnroKX satrw snc to apply royalties and shut-in royalties payBbh; heieunda toward stfbJyrraj seme. Without uipnsVoMRtof 
Leasee's rights under the warranty, if this lease covers a less imcrest in the oil or gas in all or any pan of said land than the entire and undivioed foe simple cstaK (whether Lessor's interest b herein 
specined or not) then the royahies, shut-in royally, and other payments, if any, accruing from any pan as to which this lease covers less than neb full ottcrest, shafl be paid only In the proportion 
which the interest ihemn, if any, covered by thb lease, bears lo the whole and undivided fee simple estate herein. Should any one or inore of titt parties inanê  
lease, it shall nevertheless be binding upon the party or parties executing the same. 

I I . Lessee, its or his successors, heirs and assigns, ahall have the right at any time to surrender thb lease, in whole or in part, to Lessor cr bis hers, successors and assigns 
by oelrvcring or msihog a release thereof to the Lessor, or by placing a release thereof of record in tbe county in which suid land b situated; thereupon Lessee ihaO be relieved from all obugahoos, 
expressed or uriplied, of thb agreement as to acreage so sunendered. and thereafter the shot-in royalry payable henraufar ithtd! be reduced in the proportion that the acreaat covered hereby b 
reduced by said release or release*. 

WILLIAM C S 

  

NANCYSprrH 
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INDIVIDUAL ACKNOWLEDGMENT (New Mnifce Short Form) 

STATE OF NEW MEXICO < 

( 
COUNTYOF j j g f t | 

The foregoing inurnment WM tctaowlediiKi before mc Ihb 1 4 t h day of OCftfetelk , 2003, by WILLIAM C 
SMITH. , 

STATE OF NEW MEXICO f 

COUNTY OF I B f t g 

The foregoing instrument was acknowledged before me thb 14"th 

§ * : . • . C X J - O • * r 

INDIVIDUAL ACKNOWLEDGMENT (New Mexico Sbort Form) 

day of OCTOBER .2003, by NANCY SMTITi 

RECEFTIOH N0» 0314330 STATE OF 
NEW MEXICO, COUKTT QF E I I I ' 
RECORDED 11/17/2003 If l t l l AH 
BOOK 0530 PAGE 0726 A <pr™* 
JEAN BLENDEN, COUNTY CLERK 




