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Produer” s 88-(Produoer’ 3 Revised 1994) New Mexico, 342, Paidup
OIL & GAS LEASE

THIS AGREEMENT made this 26™ day of October, 2003, berween GEORGIA L. BERGSTEN A/K/A GEORGIA LOU LONDON BERGSTEN ##-HESBAND,
. " ) ol herein called “Lessor™

. of
‘i, Sae 310, Midiand, Tenar 75701, "Lesses™ T4 4 34 ke Gazer AVerme %W Afbuactrgit N 89514

-t :‘L.A dp . - . L e oY
(whetber one or mure) and T. VERNE DWYER, 800 Wess
i ' Lessor, fn considerarion of TEN AND OTHER DOLLARS in hand paid, receipt of whichis heroby acknowiedyod, and of the royaliss herein provided and of the of

the Lessee berein contained, hereby grants, leases and Jess exclusively unto Lessee for the purpose of invesligating, exploring, prospecting, dnlfing. and operating for aad produting i) and gas,
telcphone kines, and other structures and Things thereos to praduce, save tke

injecting gas, waters, other Ruids, and sir into subsurface strata laying pipelines, storing oil, building tanks, roadways, .
care of. Ireat, process, store and transport said minerals, the following described land i EDDY COUNTY, NEW MEXICO, to-wit:

1 GE
SECTION 24: SW/4 NW/4

Said land is estimaicd to canprise 40,00 acres, whethcr it acwally comprises oiore o less.

2. s«hjmmmeoxlmwvdﬁmuherdnmﬁwd.ﬁﬁskmmunmnhhﬁn:fwlmnr three (3) years from this datc (called “primary term™) and as long thereafier as ol
or §a3 is produced irom 38id lnd or from land with which said kad is pooled.
m:(-)woﬂ,udmh:liqaﬂhx\tonrbunmedum‘rell.ln“ of that produced snd seved from said tand, same 10 be delivered

3.  The royalties  be paid by Lesser
21 the wells or to the credit of Lessor in the pipeline to which (he wells may be d; (b) on gas, inc huding ghead gas of other gaseous substance produced from said iand and used off the
ises or uscdin the facture of gasoline or other products, the market value 2 the well of ¥16® of the gas used, provided that op gas 30k on or off the premises, the royaltics shall be M16*
hureol and there is a yas and/or condensate well on said tand, o land pooled therewith,

'oﬁheunmmmﬁvdmmnle:(c)md.myn'mcwhauhisIuaeiuuv-lklmdbymherprovisiom
but gas or condenssie is pot being s0 s0ld or used and such well iz Shut-in, eithe before or afies prodoction therefrom, then on or before 90 days after aaid well i abut in, and thereafier at annua)
imtervals, Lessee may pay of fender an advance shut-in royalty equal to $1.00 per et ncve of Lessor's gas acreage then held under this lease by the party making such paymeut or render, and 80
o3 3aid shut-in royelty is paid or tendcred, this lease shall not terminate and it shafl be considered under ) clauses heveof that gas is being produced from the leesed premises in peying quantities.
Ench such payment shal) be peid or tendered to the party or parties who i the time of such payinent would be entitled to receive (b royalties which would be paid under this lease if the well were in
fact producing.  The payment or tender of royalties or shut-in royaities may be made by check or draft. Any timely peyment or dender of sinut-in soyalty which is made in . bona fide artempt to
make proper payment, but which is emopeous in whole or in part as 10 parries or amounts, shall heless be sufficient 10 prevent termination of this lease in the same manner as though a proper
paymesnt had been made if Lessee shall comrect such ermor within 30 days after lessec has received wrien notice thereof by certified mai) from the party or partics entitled 1o receive payment

with such wrinven instruments (or certified copics thereof) as are necessaty to ensble lestae to make proper payment. The amount vealized from the sale of gas 0a or off the premises shall be the
price esiablishod by the gas sales comtracted entered into in good faith by Lesses and gas purchaser for such term and under such conditions as are customary ip the indusry. *Price™ shall mean the
net emount received by Lesser aficr giving effect to applicable regulstory orders and sfter application of any spplicsble price adj specified in such contract or tegulaiory orders. In the evest
Lessee compresses, ireals, pwifics, o7 dehydrates such gas (whether on ov ofF the leased ises) gesofi the premises, L B ing roysity b der may deduct from
such price a reasonable charge for each of such functions performed.

4.  This is 3 paid-up lease and Lesace shall not be obligated dusing the primary term hereof 10 commence or continve any operati or ke zay p
hereunder in order to maintain this lease in force during the primary e howewes, this provision is nor intendod to relieve Lassee of the obligation 10 pay royalties on schunl prodisction pursuant lo

the provisions or paragraph 3 hereof, i

: s Lesses b hereby anted the tight and power, fram time 1o time, 10 paol or combine this lease, the land covered by it or any part or borizon thereol with any other land,
mineral extates or pasts thereof for the production of ofl or gas. Uaits pooled bercunder shall not exceed the stendard proration wnit fixed by law or by the Oil Conservatian Division of the Energy
and Minerals Departmen of the State of New Mexico or by any other tuwful suthority for the pool or area in which said land is situated, pius o tolerance %o ton percent. Lesaca shall file writion anit
designations in the county in which the premises are locared and such units may be designated brom time 10 titne and cither before or afier the completion of wells, Drilling opesations oo o
production ticwm sny pan of sy such unit shall be considered for all pusposes, except the payment of rayalty, as operati ducred upon dr produciion from the Jand described i this leaso,
There shall be sliocated to the Innd covered by this Jease inclnded in iy such unit thet porion of the total production of pocled minerals from wells in the unit, afler deducting any used in lease or
unit operaticns, which the n6t vil or gas acreage in the land covered by this lesss includod in the unit bears 10 the total number of surface sores in the wnit. The production 5o allocased shall be

idered for all purp inciuding the payment ar delivery of royalty, to be the eatire production of pooled minerals from the portion of said land covered hereby and inchuded in said nit in the
same manner as though produced from said lund under the 1erms of this lease. Any pooled unit dsi by Lessee, as provided berein, may he dissalved by Lessee by ding an i
instrument in the county where the land is sirusted si sny time afier the completion of a dry hole or the cessation of production on said unit,

T of the expination of the pr'nwyn.vm there is no well upon s8id kand capabls of producing ofl or gas, but Lessee h:wmudépuaimhﬁﬂhawmm

6.
thereon, this lease shall remain in foree 30 Joug 85 op are p d with no ion of more than 60 consecutive days, whether such operstion de on the same well or on & differsnt or
additiooal well or wells, and if they result in the production of ol or gas, so long thereafier ns oil or gos is produced from said land. 1f, afler the expirstion of the primary term, alt wells upon seid
if Lesaee ions for sdditional drilling ot for reworking within 60 days thereafter. 1f any

tand should become incapeble of producing for any cause, this lease shall aot i
drilting, additional drilling, of ckiog operations b der result in production, then this keasc shall remain in full force 30 long thereafier as ofl or gas is produced bereunder.
7. Lessoe shall have Free use of ofl, gas and water from said land, except water from Lessor's wells and unks, for all operations hereunder, and the royatty shail be computed after
deducting sny so used. Lessee shall have the right at amy time during or after the expirstion of this Jease to remuve all property and fixtures placed by Lessee on seid land, inchuding the right to drow
and remove all casing. When required by Lessor, Lessee will bury all pipelines an cultivated lands below ordinary plow depth, and no well shall be drilied within two hundred fees (200 A1) of any
residence or barn now on said land withou Lessor's consent, Lessor shall have the privilepe, & his risk and expense, of using gas from any gas well 09 said laod for stoves and inside lights in the
principal dweiling thereon, aw of any surplus gas not needed for operations bereunder,

8, The rights of either pasty hereunder may be assigned in whole or in past and the provisions beseof shall extend 10 their beirs, . and assipns;
but no change in the ownership of the Lnd or in the ownership of, or rights 10 receiva, royshies or shut-in royahies, however accomplished shall operate to enlasge the obligations or diminish the
rights of Lessee: and a0 such change or division shall be binding upon leasce for any purpose until 30 days aBes Lessee has been furnished by certified mad) af Lessee®s principal place of business
with scceptable instruments or cenified copies thercof constituting the chain of title om the origina) lessor. I any such change in ownership ocowrs tirough the death of the owner, Letsee may, o
its option, pay of fender any soyahics or shut-in royalties in the name of the deceased of 10 bis estate or 10 his beirs, execator.or administrator natil such time as Levsoe has been furnished with
evidenoe satisfactory 1o lessce as to the peraons emtitled to such sums.  An assignment of this leuse in whole of in part shall, 1o the extent of such assignment , relieve snd discharge Lessee of sy
obligstions bereundes and, if Lessec or assignoe of part of pasts hereof shall fail or make default in the paymeat of the proponionate part of royshty or shatin royalty due ftom such Lessee or
assignee or Gail to comply with any of the provisions of this lense, such default shal) not affect this lease insofar us it covers a pan of s0id lands upon which Lessoe or any assiynes thereof shall
properly comply or make such paymenta, :

9. Should Lexsee be preventod fom complying with any express o implied covenant of this lease, or from conducting drilling o shing aperations b der, or from
producing oil or gas hmmdabyrusmofwwﬁyuhnbﬂirywobﬁnumwiwmuummuubywimMfmm,wwwwwmmwmyudu.mhc
gulation of go ] authority, then while so pr d, Lessces duty shall be suspended, and lessee sball nov be lable for failure to comply therewith; and this lease shall be exiendod while
and #o long as Lessee js prevestied by any such cause from conducting drilling or sewarking operstions or from producing oil or gas b der. and the time while Lossee is 50 provenied shall not be
couwnted against Lessoe, anything io this lease 10 the contrary potwithsianding.

10. lawhnbymmnwnmwdefeudﬁlewnldmemmmuhwﬁwmydim-uw.mwwwwhwuﬁw.mdhum
Lnuedu:uo'lMbembmpledlowd\limwilhwﬁdawafmmmdwmmmmdthm-inroyﬂﬁspnyabkbenwuhmrdwﬁfyinlm Without impeirmeni of
Lessee's rights wnder the warmanty, if this lease covers » less interest in the o or gas in all or any pant of said land than the entire and undivided fec simple estate (whether Lestor's interest is herein
specified or pot) then the royshies, shul-in royalty, and other paymams, if any, sccruing from gny part as 1o which this lease covers Jess than such full inferest, shal] be peid caly in the proportion
which the interest thesein, if any, covered by this lease, bears to the whals and undivided foe simple estate thersin, Should any one or more of the perties named sbove es Lessors £l to excouts this
lease, it shall severtheless be binding upon tite party ar parties execoting the sano.

i Lem.iuovhiuumm.hcinnndmimshallluvedurim-nmdmwmmmm.hwm«hm.blmalisbﬂ'm successors and assigns
by delivering o mailing @ releose thereof to the Lessor, or by placing 8 relcase thereof of record in the cownty in which seid land is sisted; Bicreupon Lesses shall be rebieved from all obkigations,
n-pruudalqmlied.ofmklmemmnnou-ruguonnmduod.mdtbqnheru:hm-inmylkywyahlehzremdnmdlbemowdhmmmmnmmmbyh

reduced by said release or releases.
T VERNE DWYER

OIL & GAS INVESTMENTS
500 W WALL = STE 310

oL Lt A {{ﬁ?yé/ ‘ ___ MIDLAND TX 79701
EORGIA L/BERGSTEN AK/A GEORGIA LOU LONDON ) .
LE A

BERGSTEN[DEALING IN HER SO SEPARATE -
PROPERTY PRINTED NAME; J/’.L’m(’ Ci1p L. TEresray

. BEFORE THE OiL CONSERVATION DIVISION
8S#: SS#:
Santa Fe, New Mexico
Case Nos. 13368/13369/13372 Exhibit No. 3
Submitted by:
Devon Energy Production Company, L.P.

December 2, 2004

Hearing Date:
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INDIVIDUAL ACKNOWLEDGMENT (New Mexlco Short Form). *

STATE OF NEW MEXICO ]
COUNTY OF H
The foregoing i was acknowledged before me s __ Q) dayor__ 1) 0 1€Am faeA 2003 byGEORGIA L.

BERGSTEN.
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""‘"‘"".\‘a“ . INDYVIDUAL ACKNOWLEDCMENT (New Mexico Skort Form)

COUNTY OF 1

The foregoing instrument was acknowledged before me this day of ; 2603, by ¥

My Commission Expires, -

Notary Pullic, State of New Mexico

Printed Name
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Producer! s 8%-4Producer’ s Revisad 1994) New Mexdco ) A2P, Paidp .

OIL & GAS LEASE

THIS AGREEMENT made this 2* day of Octcber, 2003, berween WILLIAM JEFF GLENN AND LLORA NELL GLENN, AS TRUSTLES OF THE WILLIAM JEFF
GLENN AND LORA NELL SMITH GLENN REVOCABLE TRUST DATLD FEBRUARY 13, 1992, of 375 Ridge Road, Siiver City, NM 88061, heroin calied
“Lessor™ (whether onc or more) and T, VERNE DWYER, 500 West Wall, Suite 310, Midland, Texas 79701, “Lessoo™:

L Leunr,mcumdaatmnofTBNAN'DO‘l‘HERDOMSMMMWMMMBMIW acknowledgad, and of the royslties berein provided and of the agreements of
the Lesses berein contained, bereby grants, lcases and ks exclusively umto Lessee for the purpose of investigating, exploring, prospecting, drilling, and operating for and producing ofl and gas,
d lephone lines, and other aad things thereon ¢o produce, sove take

injecting gas, waters, other fluids, and air int straw laying pipclines, soring oil, building tanks,
care of, treat, process, store 2nd transport said mineealy, the following descrived land in EDDY COUNTY), N‘EWMEXICO.M

JOWNSHIP 22 SOUTH, RANCE 30 EAST

SECTION 24: SW/4 NW/4

Said land is estiswted to comprise 40.00 acres, whether it sciually comprises mon or Jess.
2. Subject to the wther provisions herein contained, s lease shall senain in force for & tenn of three (3) years from this dste (called “primary term™) snd as Joag thereafter «s odl
of gas is produced from 3aid land or from land with which said land is pooled.
3, mroylhmmbepudbymwem(-)moa,mduhurhquidhydmuhmnvednﬂnweuleﬁmmumhmmdhd.mwbnﬂw
st the wells o to the oredit of Lessor in the pipetine to which the wells may be (b) on gas, includi ghesd gas or other gascous substance produced from said Jand anxd used off the
i used inthe fé ufguohmarmhupmdum,memkotwmumwdoﬂllfom-.nund.prov;dudmuonpnldmuoﬂ‘hmm.MWMNMF
ofﬂummmhwdﬁmunbnh(c)andmmyumwh:nlhilmciuuvuhdlledbyuhupmwwukmfmdﬁnmunsmﬂuw&mmwenwmdhd.wwwm
bulwawﬂmenmbeuuwwldwwdmdndeﬂn:ﬁm-m.nmnhefoucruﬂammmm‘mmnuwwmw“sdnnﬁmuwmumull
mkunccmlypaymvcmhmndm;hmmmydlyequ!wﬂMp«wweon:wsmwmkldmdﬂm:kmbyhmmlmmmwlmdﬂmdlohq
as said shut-in toyalty is paid or tendered, this lease shall not terminate and it shall be coasidored under all clauscs hereof that gas is being produced from the leased premises in paying quantities,
Ear.hwcbpmmmdnllbepmdam-dndlnthep-nynrpmuswbontnmwofsnchpaynmwo\ubemmledmmwﬂnmymmwhd-muhpdmmhuluwdlmh
faci producing. mmmanwmudmnllmummlmykmbydcckudnn Ammnlypuynmuknduul‘lbu-n royalty which is made ina bona fide sticmpt %

mltepmperpaymem,Nwhdmmwmivwholearlnpmumpmmummmlﬂnu h 10 prevent termination of this kexss i the same manver 83 though » proper
payment bad been made if Lessee shall comect such emor wuhnwdaysmulmuhnmmdumnonw thereaf by certified madl from the party or parties entitled to receive paymient together

with such written instruments (or certified copies thercof) as are nccessary to enabie lessee 10 make proper payment.  The amount realized from the sale of gas on or off the premises shail be the
mm;hedbydwpsdsmmdmmedhmnpodﬁuhbylamﬂplwdmIurwchunnmdundammmunmmnmm “Price™ shall rean the
net amount received by Lessec afier giving effect to applicable regulatory orders and afier application of any specificd in such or seguistory onders. In the event
hsuewesmnuls,pmlm.mdahyhmmhm(wheﬂamanmhkuadpmm)amwmoﬂuw ises, Leosscs in iy b der mary dexhuct from.
such price & reasonsble charge for each of such functions performed.

4. This is » paid-up dease and Leasee shall not be obligated during the primary wnn hereofto commence or cominue pny operati
hereyntder in order % maintain this kease in foroe during the primary term; however. Mwmmﬁwmmdedwmbwﬁdkwﬁmwmwyﬂmwmmmn

the provisions or paragraph 3 bereof.

s, Lessee is hereby granied the sight and powes, from time to time, 10 poo) or eombine this kease, the land covered by it or any pasnt or horizon thereof with any other land,
minera) exates or pans thereof for the production of of o gas.  Units pooled bereunder shali not exceed the stuwlard proration unit fined by law of by the O Conservation Division of the Energy
and Minerals Departmens of the Stase of New Mexico of by any ocher lawfiul suthonity for the pool or ares ia which ssid land is situated, plus & tolerance to ten percent. Lessce shalt file wrirten ot
deﬁymm-nﬂgcmnuhmmemmlmlouwdmdunumumkdmgmxud&omnummmdciﬂmbefmu:humdwm Drilling operations on oy
production Fom any purt of any such unit shall be considered for all purposes, except the paymeni of royally, as openai & dustion from the land described in this (ease.
ThmMbeuﬂouwdtolhelm!coverdbythslemmcluMmnnywdumnmnpomnnufthemlnmwwodwohdmnﬁ;ﬁun%whm,ﬂuﬂmmwhma
unit operations, wluchmenelnﬂwpswupmmwmmdhymkkmulm:dmmmbemmumlmnwofwfmmhlhm The production so allocated shall by
idered for al) ding D psymens or delivery of royalty, 10 be the entire production of poolcd minerals from the postion of said land coveret hereby and inchaded in said uni inshe
same manner ax though produced fram said land under the terms of this lease. Any pocled unit desigusicd by Lessce, as provided hercin, may be dissolved by Lasset by recording an appropriste
instrament in the county where the tnd is sinuated st any time after the completion of & dry hole ar the cossation of production on ssid unlt.

If at the expiration of the pnmuyun- there is no well upon said land capable of producing ol or gas, but Leases hmmr«mwm
e p d with ion of more than 60 conscvwiive days, whether such operation be on the same weil or on a different or

N o

6.

- thereon, this lease shall remein in force 20 loug a3
-ddmonnwellwwells,mdﬁﬂnymuhmdxpmdmmefoﬂumnm num\nnoilorpsi:pmwmdrmnwdlnnd. uumwdmmmmmmmu

MMkanfmmmmmmkmMm inpte if Les: for additiona} drilling or for neworking within 60 days theveafier. I any
drilling, additional drilling, o ing der resuk in product lhenmukmﬁullrmnn\ﬂlfuuuhumh-oﬂwmnmwm.

1. Lessee shalt have free use of o, gas and water from said land, except water from Lessor's wells and tanks, for all operations herennder, and the royalty shall be computed afier
deducting any so used. Leasee shall have the right a1 sny time during or aficy the eapirstion of this leasc 1o rerove afl property and lixtures placed by Lessee on suid land, inchuding the righ to daw
and remove all casing. When required by Leasor, Lessec will bury all pipelines on cultivated lands below endinary plow depth, and no well shall be drilled within two hundred foet (200 8.) of sny
residence or bam now on $2id jand withowt Lessor’s consent. Lessos shall have the privilege, at his risk and sxpense, of using gas from any gas well o said tand for sioves and inside lights in tho
heroundes.

principal dwelling thereon, o of any Ruphs gas nos needed for operslions

8. The rights of either party bereunder may be szsigned in whole or in pant and the provisions hereof shall exwcnd to their beirs,
but po change in the ownership of the land of in the ownership of| or rights to rective, foyaltics of shut-in royalties, howrver sccomplished shall oparsic 1o ealasge the obligations or diminish the
tights of Lessce: menmmammmnummmmwmwﬂsommmmmmwmmumnmwptmom-h-u
with acceptable insirumems or cenified copies thereof constituting the chain of title from the original kesyor, I any such change in ownership occurs ithrough the desth of the ownes, Leasce may, »
s option, pay or tender any roysitics of shut-in royalties iv the name of the docessed o 10 his estate or v his heirs, executor or sdministrator until such tine s Lessee has been furnished with
evidence smisfoctory 10 lesses s 1o the persons entitled 1o such sums.  An pxsignment of this lease in whole o7 in part shall, to the extent of such assignment , relicve and discharge Lessce of any
obligations heumdermd.ﬁuue:amnmeeofpmumbamhhnllﬁﬂwmhdmdunth:p-munrntwopommnepmumyﬂxywmmhhnmlmotw
assignee or fuil to comply with any of the pruvisions of this Jease, such defoult shall aor affcet this lease insofar as it covers a pant of said Wids upon which Lessee or any assignee thereol shall

properly comply or eaake such psyments.
9. Should Lessce be prevented from complying with any express or implied covenant of this lease, or from

it .

ducting drilling or o lons b , or from

pmmmgoi.l«p: Nmmdubymmnmwmbﬂnylwbnmwuuqummnmm-Lorbyopemmo”nmmubyndesnlumhwumm rols or

bmeesdwylhnbewwmwmkmhhhhﬂmnmmwmhwwhmﬂ
mdsohn;ulzueeismwdbywwham&m d drilling or iny operations o Grom producing ol or gas hereunder, and the time while Lesses is 00 preventcd shall notbe

counted against Lessoe, anything in chis lesse 10 the contrary notwithsunding.

10. lmhmby\mmundnmeslod.*fqullllelomdhndudnmlhﬂIenumuqumm-yduwhpmym.mpumﬁmmmdbd and ip the ovent
Lessce does o it shall be subrogated 10 such lien with the right to enforoe same and 1o apply royalties and shu-in ruyshics paysble b wward same. Without impeirment of
Lgu.wmmmmy.:rhlunmmnkunmmxheuluyunlﬂomnyymofmdlmdmnmmmmmt«mﬂcm(ﬁmm-mm:hm
mprudorna)mmmmy-luegm-mmhy.ndorln—p-)mu.nfny.-mngﬁunnypmumwh:cmmlu:ewmhnmmmmm,mmhpwm!yhthm
which the inieres: thercin, if any, covered by this Jcase, bears to the whols and undivided foc simple esiate therein. Should any one o more of the parties naned shove as Lessors il 1o executs this

fease, ummmvﬂulaubwqmmmupmtummhm
1. Lessec, its or his successors, hmmduumﬁdlhwﬁ:ngﬂnwlmtomm&nhulnn.mvm«wm.lowlaorhum successors and sssigns

by delivering or mailing » reicase thereof 10 the Leascr, or by placing a release theseof of record in the county in which said land is situated; thereupon Lassec shall be relieved & um #'t obligations,
cxpnmdovmwhed.ofthuwmn-noanucmun'md«ed.mdthcruﬂarlh:shmqnmwlwuy:bkhaemmbemwhm”pmmmwumwmn

reduced by ssid reizass or releases.

THE WILLIAM JEFF GLENN AND LORA NELL SMITH GLENN REVOCABLE TRUST DATED FEBRUARY I3, 1992

“Bys Lolu NEI.LGI..I:NN TRUSTEE
TVearnd L4 "./"""’
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INDIVIDUAL ACKNOWLEDGMENT (New Mexieo Short Form)

STATE OF NEW 1CO g
COUNTY OF g b 4 )
The foregoing instrument was acknowledged before metim__..d..___:1 day of m‘ 2 , 2003, by WILLIAM JEFF

GLENN AND LORA NELL GLENN, in the eapacity hereln stated.

ot 2008 R

‘.Nm'uuu.__' . Notury Public, State of New Mexico
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OIL & GAS LEASE

THIS AGREEMENT made this 20° day of Octoberr, 2003, betwees KENNETH MARK SMITH A/K/A KENNETH M. SMITH, AND WIFE, PATSY LOU SMITM, of. 267
Smith Rancb Road, Hobbs, NM 88240, herein called “Lessor” (whether onc or more) aud 7. VERNE DWYER, 500 West Wall, Sults 310, Midlsad, Teans 79701 , “Lessec™

1. Lessor, mcmmMmMmanpﬂdeumw sdmowhdpd,udd“ lties herein provided end of the 2 of
the Lessee herein contained, hercby grants, leases and lets exclusively unto Leaseo for the purpose of i P bﬂuwmﬁumﬂ-\dm
klepmhu.u\duhmmndmmwm-w&

injecting yas, waters, other fluids, and air into subsurface sireta lnying pipetines, storing oil, building tanks, roadways,
care of, treat, process, store wnd trapsport said minerals, the following described land in EDDY.COUNTY, NEW MEXICO, to-wit:

JQWNSHIP 22 SOUTH, RANGE 30 EAST
SECTION 24: SW/4 NW/4

Said land is estiraated 10 comprise 40,00 acres, whether it 2ctmally comprises tnore or less.
2. Subjost o the other provisions herein contained, this Jease shall remain in force for 8 %erm of three (3) yesrs from this date (called “primary term™) and a1 long thereafier as ol
ar gas is produced from said iand or from tand with which said tand is pooled.

3 Thtnylltmlohepudbyl.amw(‘)moa lndﬂbullqmdhy&vurbonsuvedu!lh:wdl.!/lﬁ‘ duwwmﬁunnﬂbﬂ.mlohﬁlw
a1 the wells or to the credit of Lessor in the pipeline to which the welis may be d; (b) oo pas, incl head s or other gaseous nubsiance produced from seid land and used off
mmmwmmmmmumummum”dmammmmt‘ ofmwmed.wwednmwpswuuwoﬂuwmﬁahmymwﬂb
3/16* of the smowni realized from such sale; (c) and et any time when this lease is not vatidated by other provisions heseof and there is 5 gas and/ar condensate well on said land, or tand pooled
therewith, bui gas or condensale is not being 30 30id or used and such well is shut-in, ¢ither before or after production therefrem, then on or before 90 dzys after s2id well is sint in, and thereafier &t
anual intervels, Lessee may pay or tender an advance shut-in royalty equal to $1.00 per net scre of Lessar’s gas acresge theo held umder abis lease by the party making such payment of tender, and
30 loog as said shut-in cayshty ks paid or tendered, this leasc shall not terminate and & shall be considerod under all clauses hereof that gas is being produced from the lensed premises in paying
quantities. Each such payment shall be paid or tendered to the party or parties who at the tone of such paymen: would be entitled 1o veceive the rayahies which would be peid under this icase if the
well were in fact producing. The payment or tender of toyallies or shut-in soyalties may be made by check or draft. Any timely payment of tender of shuin royalty which is made in 2 bona fide
snempi o make proper paymen, but which is erroacous in whole ot in part 88 io parties of srounts, shall nevertheless be sufficient 1o prevent termination of this lease in the same manner as though
|p\wap-ymanMbmma&ﬂlamﬂmwmﬂmwiﬁnwmmmmmmmWhuﬁﬁdmﬂﬁmhwummﬁdﬂdhm

payment together with such written insruments (or cenified copies thereof) as are necessary to ensble lessee to make pruper payment.  The amount ralized from the sale of gas on or off the
pmnuushallbelheprncmwbylh:psnbemmedmmadmomgnodfnmbyusmndpswchlmhwthmmdumudnmmnmmbmm
“Price” shall mean the pet amount received by Lessee afier giving effect (o applicable regulmory orders and afier application of sny applicable price adjustments specified in such contract or
regulstory arders. b the event Lessee compresses, treats, purifics, or debiydrates such gas (whether on ar off the loeased premises) or transports gas off the leased premises, Lessee tn computing

royalty hereunder may deduct from such price 8 reasonable charge for each of such funttions performed,

4. Thhunpndqplu-mdhsuemnwbtobhweddwmmmmnhmofm or continue any operations of wh d uuomhqy
paymens hereunder @ ondes to majntain this ease in force during the primary term; b this is not imended to relieve Lessee of th igation to pay i actual brod
pwmwuwmwm3hm_ot

s Lessoe is hereby granted the right and powet, from time to time, to pool or cambine this lease, the land covered by it of any pan or horizon theroof with any otber land,
mineral estates of pans thereof for the production of ol or gas. Unhspoohdhuwndumllwnnedmmndnrdwwuicunilfmdbthabyhﬁlcmﬁvisimdmm
and Minerals Department of the State of New Mexico or by any other lawful suthorily for the poo! or ares in which said land is situsted, plus a tolerance to ten percent.  Lessee shall file written
unildengmnommd:wmlthhmhmpmuumloaldmnnwuumybedamudhmmwlmmdmwwea-hlhwnphbnofm Drilling operations ot o
production from amy part of sny such unit shall be considered for all pwposes, cxcept the paymens of royalty, as upon or production from the land described in this leass.
ThenshallbedmdbuwmrdbyomuumlndedmmywmhumofkMMamdmhdmmtmweﬂshmm,lﬂuMmusedinluuc
mmopmnnm,-vh-nhlhnaoammmmduhndeovuedbyﬂd-leuundududmmmmwwmmwrofmmhlhm ‘The production 30 aljocated shafl be

alt huding the paymem or delivery of royalty, to be the entire prodiction of pooled minerals fram the portion of said land d by Llmliu:hn‘let!iumlumnmh'
same nanner as though produced from said land under the terros of this lease. Any pouled ards designatud by Leseee, us provided berein, say ba dizsobved by Lasace by g "0 2P
instrument i the county where the tand is siruared ai sy time after the completion of a dry hole or the ceysstion of production on seid unit.

6.  Iifut the expirstion of the pr-urym tlunis no wall upon said land capable of producing ol or gas, but Lesses has commenced operations for drilling o7 roworking
thereon, this lease shatl remain in force 30 long as op are p d with po ion of mote than 60 consecwive days, whether such operstion be an the same well or on » differen or

sdditional well o wells, mdtflheymulmlhewndwlbaofoﬂmmnbumemnauou'loxpupmdwdﬁmmdhd. If, sfer the expirstion of the primary term, all wells upon said
Lessee for additi dﬁlluwhmukh.wmmd-y-m feny

wmmmwwmmmwmmmmmnm if]

drilling, additional drilling, or reworking op der result in produsti mmmmemm:omwuonuwhm
1. Leasec shall have free use of oil, gas and water from said fand, except water from Lessar’s wells and tanks, for eff op b der, and the royalty shafl be d after
deducting any 30 used. Luce:lhallhvelhennmmylmauﬁuuunumnwn-umonmkmwmw-llmmmlwwwmnmwwmumhm
draw and remove off casing. When required by Lessor, Lessee will bury all pipelines co cultivated tands below ordinary plow depih, and no well shafl be drilied within two tamdred foct (2008.) of
enyresidence or bamnow on seid land without Lessor's consent. Lessor shall have the privilege, at his risk and expense, of using gas from any gas well on sald kand for stoves and inside lights i

the principal dwelling thereon, out of any surplus gas not needed for opeeations hereunder.

8 mﬁdmofcihupmybﬂmdumybtuayndmwhoku&pmmdﬂnprmmwm exiend to their beirs, assigns;
but 0o change in the ownership of the land or in the ownership of, or rights to receive, royalties or shut-in royakies, however accomlished shall operats to enlarge the obligationy or diminish the
rights of Lesses: udncn:hdnnpudlmmlhllbebawumkmhmmmﬂ:ﬂayﬂﬁwwmmﬁmﬂdwmmﬂnm;pnna;nl of business
with acceptable instruments or certified copies thereof constituting the chain of tike from the original lessor. |rw:mmmmmmmuumwm-m.
its aption, pay or tendor any royaties or shurein royslties in the name of the deceased of (o his extme of to his beirs, exestaas or sdministrator untl such fime s Leasee bas boen furaished with
evidence satisfactary to lessee as to the persons entitled 1o such sums.  An assignmen of this lease in whole of in pant shall, to the extent of such assigrment , relicve and discharge Lessoe of any
obligations hennndumd.iﬂnmamwurpmapmnw:hﬂfﬂum:def-mhﬁwﬂhmmmdmbamhmmhmmmu
assignee or fail to comply with any of the provisions of Dhis lease, such defouht shall not affoct this lesse insofar 83 it covers s part of asid lands upon which Lessee o any assigneo theteof shal)

peoperty comply or make such psymeats.

9 Sbould Lessee be prevented fram commplying with any express or implied covenant of this lease, or from conducting drilling o rh jons b det, or fram
prnduun;oilorﬂhmnhbymdm\ﬁywnuhhfyloohmorueqnmumuuLuhym!mﬂmmubymFMumhwuwml\lhw
1 mwﬁﬂenmmad.lﬁucldnymbewwkne:Mnﬁbelubhﬁlﬁﬂmmmplymwhhuhﬂhw‘ﬂl
oz from producing oil or gas hereunder; and the time while Lessec is 90 preventod shali nol be

i q

Mwlmgnl.amnmvutadbymndnuum ducting drilling ar king aperati
awdlpmmmgmihhmhhwmqmm :

10, Lnunnbymwwmwwumamkwuﬂhdwmmmhmnbsmmmamummmmumhwwdw and in the ovent
Lmeedos-ondullbrwbnmdlomImmmenﬁuwmmmmwymnlmmdsw“wdwmhmmduwmm Without impairment of
Lessee's rights under the warranty, lflhuluumenllessmmbwoﬂuwmﬂlormypmofwdhnd!hmmunmandundszmdmpkmwmwcmbw
specificd o¢ not) then the royalties, shut-in royaky, wmmmmnruy.mqmmmumwmmmmwmmmmmuwmmmm
wtuchthermerzﬂdmm.nhny,:ovmdhylhuMbunmwmknﬂm&cmpklmm Should any one of more of the parties named sbove as Lassors fiil to execute

this lease, it thall aevesteless be binding upon the perty or parties exccuting the sane.

1k unee.uwhuw:mmhmuﬂmmnhanbm‘mmummwmgnd&mﬁbuc.nwhohwmpun.wuuuulmhlh. successors and
by&h;dmam&mnhmofbmm + ar by placing a reiease thereof of record in the county in which said land is situsted; meummmm
expressed of imp! agreement 88 10 acreage 30 surendered, and thereafier the shut-in royal le hereunder
reduced by said release or releases. Toyalty paysble shall be reduced in the proportion that the sareage covered hereby fs
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INDIVIDUAL ACKNOWLEDGMENT (New Mexieo Short Form)

STATE OF NEW MEXICO ) :
COUNTY OF _ ]

) L :
The foregoiag instrument was acknowicdged before me ihis L‘r ayd_ﬂ_n_d_p,_mh&_,ms,bymsm MARK
SMITH.

® . L]

O, oy
INDIVIDUAL ACKNOWLEDGMENT (New Mo S¥irt Form)
. . MOTITITIN
STATE OF NEW MEXICO $
§ .
comnrvor__E Q4 o
| ¥
The foregoing sustrament was scknowledged before me this_ " aayor_h'_n_ﬂ_&m_b_g_g__.m,wmmku
SMITR.

My Conision Expires_& = 7= 200 b
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Producer 3 88-(Producer’s Revited 1994) New Mexicv . 342P, Pridup

OIL & GAS LEASE

THNS AGREEMENT made this 3™ day of October, 2003, berween WILLIAM C. SMITH AZK/A WILLIAM CREED SMITH, AND WIFE, NANCY SMITH, of P.O, Box
727, Lovington, NM 88260, bercin callod “Lessor™ (whether ooe o mure) snd T. VERNE DWYLR, 500 West Wall, Soite 310, Midiaad, Teass 79701, “Lassen™

mummmmmmonuxuomnsmmmmmmmnm lclmlzdpd,n!oﬁlemyllﬁn e idod and of th of
i mmmmhmmoﬂum

1
the Lessee herein contained, hereby grants, leases and lets exclusively unio Lesser for the purpose of i
injecting gas, waters, otber fluids, and air into subsurface strata laying pipelines, storiny oil, building tanks, roadways, nkphonehm,mmmundmuembpﬁu.mm

care of, trext, process, stone and transport suid mincrals, the following described land in EDDY COUNTY, NEW MEXICO, to-wit:

Hi NG
SECTION 24: SW/4 NW/4

Said land is estimated to comprise 40.00 acres, whether it actually comprises mors or less.
2. Subject tothe ather provisions borcin conteined, this lease shall remain in force for 8 tem of threc (3) years from s date (called “prunary tern™) and as bong thersafier as off
or gas i3 produced from suid land or from Jand wish which said land is podied,

3. Theroyahties 1 be paid by Lessez are: (2) on ail, M«hulmldhy&oarbmnnwdnﬂluwﬂl.)/l“ of that produced andt saved fiom said land, sae to be delivered

ot the wells or 10 the credit of Lessox in the pipeline 1o which the wells may be (b) on gas, includi head gas or other gascous substance produced from said land and used off e
ptmsawwedmmmmfmnufpsdmwm;wdm,dumunlu:ulhenllorwl“ dthmud.mﬂ“mmﬂmwwwmugmmmhmf
of the amoun! realized from such saie; (c) and at any time when this lease is not validaied by other provisions hereof and there is a gas and/or condensotc wel on said land, or kmd pocled tharewith,
bur gas or covdensate is nok being $0 30ld or used end such well is shul-in, either before o after production thevefrom, then oa or before 90 days after said well is shut in, and theveafter a1 antmal
intervals, Lessee may pay or sender an advance shut-in royalty equal 0 $1.00 por oet acre of Lessor's gas acreage then held under this lease by the pasty muking such payment or tender, and 0 long
uundﬁmmmynhyupﬂoﬂendneimuha:h-nwllermmmmdnMhm;ﬂmedmdqdlthm;luwfﬂmpnbem;pwﬁmhhuedmmmmmkh
Exhun:hpnymldunh:pndwwndemd:omepanyovpcmuutoalv.hnimenfu:hpymlwmndbeemtkdlomuwunrmwﬁawwbemwmbnﬂuwulmh
fact producing, The peyment or tendes of royahies or aluteins royaliies may be made by check or drafi.  Any timely payment or lender of shit-in royalty which is made in » bona fide shempt o
make proper payment, but which is eroncous in whole or in pant as to parties o asounts, shall ncvertheless be sufficient 1o prevent termination of this kcsse in the same manner as though s proper
payment had boen made if Lessee shall comrect such ervor within 30 days afier Sexsce has received writtes notice thereof by certified madl from the perty or parties entited to receive peyment tngether
ww\webwn'nen|mnm-ew(oreuﬁﬁedcopiesuuwf)nmuuunrymenobkhmmmﬁuwopapam The amount realized from the sale of gas 00 or off the premises shall be the

iblished by the gas sak ‘moh]oodﬁnhbylgsu:md.npnnhuerixwebmnmdmdnmcbcmdmummmhhm “Prioe”™ shall mean the
mumnnu-wdwumuﬁnpwme&uwapﬂubknmmwm i icable price or regaiaiory orders. In the evert
Lessee compresses, treats, purifies, wdghyﬁunn:hpx(mmuaoﬂmeMmau)wnwmlwoﬂmhmdmuwmmm&yhunbmmm

perfonned,

such prioe & seasousble charge for each of such functions

4,  Thisise paid-up lease and Lessoe shall not be obligated during the primary term hereof 1o commence ar continue any
hmuduhwdummmmhshsemhudmﬁnmmmmm mumuwhwmnlmbumdmcbhuﬂmwmmymmmmm”mw
hmwmlm

: ER Luueuhuebypmadthenﬂumdpku,fmmmwnme.wpodaeomhmmhu uwmwnwmpnwwww“mnymm
mineral ostates of parts thereof for the production of oil or gas, Units pooled hereunder shafl not exceed the standard prorstion unit Sixed by law or by the O Coaservation Division of the Energy
and Mincrals Deparnnent of the State of New Mexico or by any other lawfu) authority for the pool or area in which said land iy sitated. pius a tolerance to ten percent. Lessee shall file written undt
d:npamshlheeumynwhﬁlheptmsambaledundswhmmykmuﬁwmwmﬂabamwwummdvdh Drilling operations ou or
production froin any pen of any such unit shall be considered for all puposes, except the poyment of royalty, as op d upow or production from the land described in this lease.
mnlhllbullocuedwdehm‘lwvemdbylhulunMhmmhmhpﬂhdhuﬂpﬁmmdwmmbﬁmwbmhmgdtwdednmguymdhhuow
mlwmmumdwmmmmwmmﬂmmmldﬂnlb:milbunlnlhelmdnumh«ofmﬁammhmﬁ. ‘The production 10 ajlocaied shall be

d for all purp g the payment or defivery of royalty, to be the entite production of pooled minerals Gom the portion of $aid fand covered heseby and included in said it in tho
nmmmvuwpodumd(mmwdl»d\mdulmwmdtmkm Any pooled unil designated by Lessee, ns provided berein, may be dissolved by Lessee by reconding an appropriaie
ipatrament i the cowny where the land is sinssted at any time after the completion of a dry hole or the cessation of production on said unil,

6. It the expiration of the prizary tenn there is 7o well upon s2id land capable of producing oil or gas, but Lewsce hos commeaced aperstions for dnilling or reworking
thereon, this lease shall remain is force 30 long &3 operations are pr d with oo jon of more than 60 consecutive days, whether such operation be on the same well or on a different or

additionsl well or wells, snd if they resud in the production of oil or gas, 50 long lhwnnanalapuyodmdﬁvmmdlml 1f, aficr the expiration of the primary term, all wells upou said
for of for reworking within 60 days thereafier, lflw

wwdbumwdwmmnycml?nhumnm i if Lesses drilling

drilling, additional drilling, or ing der rusubl in p jon, then this lcase shal) remain in fudl force so long thereafier a3 oil or gas is produced hereunder,

7 Lessee shall hnve froe use of uil, gas and water from said land, except water from Lessor's wells and tanks, for all operations hereunder, and the royaity shall be computed after
deducting Bny so used. Lessec shall bave the right a1 any time during or sfier the expiration of this lease to remove all property and fistures placed by Leases on sxid band, including the right 1o deaw
and remove gli casing. Whea required by Lesor, Lessce will bury all pipelines on cuhivased lands below ordinary plow depth, and no weil shall be drilied within two bundred feet (200 f1.) of sy
residence or bern now on said land without Lessor’s consent. Lessor shiall have the privilege, at his risk and expeose, of using gas from eny gas well on said land for stoves and inside lights in the
principal dwelling thereoo, out of any surplus gas not needed for operations hereunder.

8 mndmdnmammmyhmwmﬂdcunmmdhmwmfm extend 1o their hairs,
bmnndm;:nﬂnmlhpoﬁhcludevmdumnhpotummmmammphnamm«m-lu,mmlwmMwmunbﬂpnmummm
rights of Lessee: mdwmwmmwd-vmmmnbebmdm;mhnuhmwpuwunﬁl!bdmnﬂuLmehnbunﬁmshdbymﬁedm-‘ml‘mu s principel place of business
with acceptuble instrumenis or cenified copies thereof constituting the chain of title from the original lessor.  If any such change in o1 ough the death of the owner, Lesseo may, st
its option, pay or tendey any royalties or shut-in royaltics in the name of the deceased or 10 his estsic a7 to his heirs, exmammummmummmwmm
evidenoe sotisfactory 0 lessee 85 10 the persons ewtitied to such sums. An sssignment of this lease in wholc or in part shell, to she extent of such sssignmens , relieve and discharge Lesser of any
obligations hereunder and, if Lessce or assignee of pant or pans hereof shafl fad or make defauh in the poyment of the proponionate pan of royalty or shut-in royaky due from such Lessee or
assignee or fail to comply with any of the provisions of this leass, such defautht shall nat affect this lexse insofar as it covers & part of said lands upon which Lessee or any assignee thereof shall

properly romply or make such payments.

9. Should Lessee be prevented from complying with any express or implicd covenant of this lease, or from coodusting drilling or & b der, of from

pmducnuoilor.u Imandubynmdumyum&ﬂnyuoohmwuuequiwmamueml ubymmofmmuwwfdauumhwamym e o
b then while 3o p: bus«ldmyshdlbump:nded.mdhmlhlllubehbleﬁrhﬂmhmﬂylhutwi&.mdﬁuhludﬂbemmddvdﬂl

mdulonlnl,«u-h,_ ‘bynn xch cause From cond 3 drilling or reworking op from producing oil o gas h and the time while L =s0p
mmmmhunmwmmmmm

10, Lesmhmbymm-nd|mtoM=ndmkhmdwmmmmummmmy&whwmmmpamnnmmw and io the event
Luucm»uMhuﬁmﬂmmlnuamnnMwm«wummWyroynluuundmhnw)duumwhhamld-wuwnm-wu Withow inipairmont of
Leasce's rights under the warmanty, if this icase covers a less inerest in the il or gas in all or eny pan of soid lend than the entire and undivided fee simple estae (whether Lesiar's imerest is hergin
specified or nat) then the royalties, shut-in soyalty, and other payments, if any, accruing from any part as to which this lease covers less than such full imerest, shell be paid oaly tn the proportion
which the interest therein, if any, covered by this lease, bears 10 the whole and undivided fee simple extate therein. Should any one or more of the partics nuned above as Lessors fall to exectse this
lease, it shall nevertheless be binding upon the party or parties eaccuting the same.

31, Lessee, its or his uccessars, heirs and assigns, shall have the right a1 any time 10 surrender this kease, in whole o in pert, 10 Lessor o bis heirs, successors end sasigns
by delivering or mailing 8 release thereof to the Lessor, ar by placing o release thereof of record in the county in which suid land is siiuated; thereupon Lesyee shall be relieved from all obligations,
expmsedumpbed.ofms-amumu(omnwmmwmmmuuromrmhmwkrwnwummulhmwmhaduk

Luh oh

P

reduced by aid reloase or released.
M JL—M L ZZ.Z.& &mz._ .
WILLIAM s NANCY SHITH
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®
INDIVIDUAL ACKNOWLEDGMENT (New Meiko Short Form)
STATE OF NEW MEXICO v :
COUNTYOF _yga  _  § '
The foregoing instrument was tedged before me this__34Yh ___ aeyof OCTUBER 2003, by WILLIAM C.
SMITHL |, ,
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INDIVIDUAL ACKNOWLEDGMENT (New Mexkco Sbort Form)
STATE OF NEW MEXICO $
. 3 .
COUNTY OF LEA §
Thztoregunnmmumemwunchwiedaedhefonmemh 14th dsyof _ OCTOBER 2003, by NANCY SMITH.
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