eogresources

EQG Resources, Inc.
4600 . Big Spring, Suitc 500
Midiand, TX 79705

CERTIFIED MAIL, RETURN RECEIPT REQUESTED I
P.O. Box 2267
Midland, TX 78702

[432) 686-3600

May 1, 2013

Mr. Ricky D. Raindl
P.O. Box 142454
Irving, TX 75014-2454

RE: Oil & Gas Lease: Lea County, NM
Township 26 South, Range 33 East, N.M.P.M.
Section 21;: EZ2SE4
Section 22: 52
Section 23: S25wW4
Section 26: W2NW4
Section 27 N2
Section 28: E2ZNE4
{960.0 acres, more or less)

-

Dear Mr. Raindl:

A check of the Lea County, NM records indicates that you, dealing in your sole and
separafe property own an undivided .00462499 mineral interest (4.44 net mineral acres}
in the captioned land. EOG Resources, Inc. is interested in acquiring an oil and gas
lease covering all of your interest in said land on the following terms:

a) Primary term: one (1} year;

b) Bonus: $350.00 per net acre

c) Royalty: twenty five percent (25.0%);

d} Other terms: as shown on the enclosed lease.

In the alternative, | have enclosed EOG's cost estimate for the proposed EQG
Resources, Inc. - Ophelia 27 #1H weli for your use in determining whether you wish to
participate in the driilling of this well or not. This well is being permitted as a horizontal
Leonard Shale test at a SHL 2,490" FNL & 380' FEL of Section 27, T265, R33E, Lea
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Co., NM and a BHL 2,410' FSL & 380" FEL of Section 22, T265, R33E, Lea Co., NM.
Estimated TVD is 9,600 and estimated MD is 14,500°. The Project Area for this well wilf
be the E2NE4 of Section 27 and the E25E4 of Section 22, all in T26S, R33E (160.0
acres). Estimated completed well cost is $7,427,350.00.

Please review these materials at your earliest convenience and make your election at
the earliest possible date. In the event you determine to lease, please properly execute
the lease and forward same to the attention of the undersigned at the letterhead
address. Upon receipt of the property executed original lease, a check for the bonus
will be forwarded fo you. In the event you elect to participate in this well, please forward
a signed copy of the cost estimate. If you elect to participate, a 1989 Model Form
Operating Agreement naming EOG Resources, Inc. as Operator and providing for
100%/300%/300% non-consent penaities as well as $7,000/$700 drilling/producing
rates, respectively, and other terms as they appear will be forwarded for your review
and execution.

Thank you in advance for your prompt altention to this matter. If you bhave any
questions, please contact the undersigned at 432-686-3741 or by e-mail at
dan_mccright@eogresources.com.

Sincerely,

EOG Resources, Inc.

Yy, ‘th‘ ﬂﬁwj [J(‘

D.H. McCrig
Land Specialist

DHM:jr
Encl.

05-01-2013.RICKYDRAINDL XLTR1.DOCX



MIDLAND

Printed: 03/27/2013

AFE No. 105564 Original
Property No.  071914-000
EOG W.I.{BCP) 96.25 % {ACP)  96.25%
E0G AFE Amt: {Drig} $2,922,198
e o reg @u?c e {Completion} $3,865,680
{Facility} $360,938
{Flowback) $0
Tatal Cost §7,148,824
AFE Type : DEVELOPMENT DRILLING AFE Name : OPHELIA 27 #1H D&C |AFE Date : 03/26/2013 Budget Year : 2013
Reg. Loase No. Prospect Name | RED HILLS TVDIMD:Cid Begin Date :
Location : Section 27-T265-R33F, 2490 FNL & 380 FEL, X=742034 Y=368932
BH{ORIGINAL WELL): Section 22-T265-RI3E, 2410 FSL & 380 FEL, X=742034 Y=374843
Formation ; DD&A Field ; LEONARD SHALE
Operater : EOG RESOURCES, INC County & Stato : LEAJNEW Fiold : UNASSIGNED \Water Depth
MEXICO
AFE Description : OPHELIA 27 #tH D&C TO 9,600° TVD, 14,500° MD TO BE COMPLETED [N THE LEONARD A [Praduct : OIL Days:0/0
FORMATION. THE WELL IS LOCATED IN 5EC. 27, T26S, R33E, LOT H, LEA CO., NM.
DESCRIPTION SUB | DRILLING COMPLETION| FACILITY [FLOWBACK| TOTAL
ACT
[RCCESS LOCATION,ROADS agt 85,000 [} [1] 0 B5.000
& SURVEY
RIG MOVE 02 150,000 0 0 4 150,000
[ZaAYS 1%322'3'( 3 78 DAYS @ 22300 404 524,100 [} | 0 624 200)
DAYS MI
RIG CREW SAFETY BONUS 304 50,000 0] E i 53,500
BiTS & PHA 305 87.500 2,600, [¢ 0 51,5000
|FUE 406 132,500 55,000, B 0 257,500}
WATER 307 28,750 250,000 5 [ 758750
MUD & GHEMICALS 408 131,100 50,000 [ [} 221,700
CEMENTING & SERVICE 408 200,000/ 0] 0] 0] 205,000
OPEN HOLE LOGGING & 311 165,000 50.000 0 i 215,000
[TESTING
MUD LOGGING 412 30,000 0 [ [ 3C,000]
[COMP- PERFORATING 413 0 74,000 [i 0 740,500;
COMP- STIMULATION 75 @  §93.000 14 O] 2,375,600 [ 0| 2.375.000;
TRANSPORTATION 415 18,750 10,600 1 0 28,750
BRILLING OVERAEAD 716 5,250 0 [{ 0 5,250
[COMP-EQUIPMENT a7 & 300,000 [ [1 300,600
RENTAL
EOUIPMENT RENTAL 417 75,000 0 [ 3 75.000
[COMP-COMPLETION RIG 418 0 100,000 3 0 100,000,
OTHER DRILLING 419 75,000 0 D 0 75,000
EXPENSE
ENVIRONMENTAL & az1 16,250 2,500 (i ¥ 18,750]
SAFETY CHARGES
DIRECTTONAL DRILLING 472 765,000 i 0 0 765,000k
SUPERVISION 424 75.000 50,000 2.500 0 1275001
COMMUNICATIONS 431 B.250 5,000 [1 1 11,250
UBULAR 438 85,500 [} [ [ B5,500
INSPECTIONMHANDLING
SPECIALTY SERVICES 441 7.000 [} [ [\ 7.000)
"OMP-WIRELINE a7 0 70,600, 0f 0 10,000
SERVICES
[DISPOSAL COSTS 447 112,500, 225,000 [ D| 337,500
TITLE OPINION-DRILL ST & 155 10,000 1 0 0 10,000
“fOTAL INTANGIBLES | 32,457,350, §3,676,500 $2.500) §0 36,336,350
UOM | G1Y | GIZE [GRADE | RATE
CONDUCTOR 200 101 55,000 [} 5 1 55,000
133" 5454 I35 510 FEET| 950 |13-98" 5)“555" 3700 |7 107 35,200 0 [} 0 35,200
[3-5E" Z08 HCKS5 LT FEET [ 1.100 | 9508 H?:% s BO0o | 103 38,500 [\ 0 0 38.530]
516" 40K J55 L [FEET[4.000 | 9-6/8" | 468 J551 20.00 | 103 116.000; 0| G 0| 115,000,
51 TTEHCPTI0LTC FEET (14,500 5-372" Hé;::m O T 250,000; 0 [ 0 280.000;
COMP-6.5 FPPF LB0 BRU EUE | FEET | 9.950 | 2875 A- 700 | 106 T 54,800 ) [4 64,500
WELLHEAD EQUIFMENT 1G7 a3 000 35,000 0 [ 75,000
COMP-FAC-TANKS 08 c'_}] [} 77 600 [ 77,000
COMP-FLOW LINES 109 & 2.000) [ 0 5,000
COMPVALVES & FITTINGS 710 0 10,000 50,500 Tl
COMP-PUMP 113 0 25,000 [} T 25,000
EQUIP/SUBSURFACE
COMP-FAC-HEATERS. IREATRS.OEPRS 115 [} 0 Z2.500) K 42500
COMP-FAL-GTHER T8 [} [} 16,000 & 78,000
EQUIPMENT
COMP-FAC-METERING 118 0 (] 11.000 [ 11,000
EQUIPMENT
ggl\SA_IE-FAC-CONSTRUCTION 122 [ [} 48500 [ 38,000
COMP-FAC-AUTOMATION 123 [« [i] 15,000 0 15,000
EQUIPMENT
COMP-FAC-LABRUELEC 124 0 [} 78,000 [ 18,000,
MEAS/AUTOMA
COMP-FAC-ENVIRONMENTAL AZ1 0 [\ 53000 [ 53,000
& SAFETY
TOTAL TANGIBLES $578,700 $135,800  §372,500 $6 $1,081,000
P /' TOTAL COST| $3,036,0500 $4,016,300  $375,000 T $7.427.350
:
o ] ppnd P P Y28)15 P
By f ye Dale fy Date
JOINT OPERATOR APPROVAL

AFE Repor generaled by Navigaior Page 1



OIL & GAS LEASE

THIS AGREEMENT made this _261 dayof ___Aprl_ . 2013 berween Rigky D. Raindl, dealing In his sole and s¢paratc properny a5 Lessor

{wheiler gne or mare}, whase address is F.Q, Box 142354, [rotng, Texas 75814 snd _FQC Resources, Jns. .
whose address is __ 1, Box 1267, Midland, Tegas 29702 as Lessee;
WITNESSETH:

. Lesser, in consideration of TEN AND OTHER DOLLARS in hand paid. receipt of which is here acknowledged, and of the royalties herein provided and of the

agreements of Lhe Lesscc bercin contained, hereby grants, leases and s exclusively unto Lessee for the purposc of investigating, exploring, prospecting, drilling, and

cperating for and produeing oi! and gas, injecting gas, walers, other flnids, and air into subsurface swata, laying pipelines, storing oil, building tanks, roadways,

telephone lincs, and other strucrures and things thcrcun 1o produce, save, take care of, mear, process, store and transpon said minczals, the following desceibed land in
Lea Councy, New Mexica, to-wit:

ownship 26 South, Ranpe.33 East, NNMP.M.
Section 21: E28E4;
Section 22: §2;
Section 23: S28W4;
Section 26: WINW4
Section 27: N2
Section 28: E2NE4

Said land is estimated ta comprise 260.0 acres, whether it actually comprises more or less.

2. Subjet to the other provisions hesein contained, this lease shall remain in force foratermof ___one{l)ycar _ from this date (called “primary term”) and as |ong thercafier ag
vil o1 gas is produced from said land or from land with which said land is pooled.

3. The royalties 1o be paid by Lessee are: (a) on ¢il, and other liquid hydrocarbons saved at the well, _twenty five perpent (25.094)  of thas produced and saved from said Jand, same 10
be delivered a1 the wells or 1o the credjt of Lessor in the pipeline to which the wells may be connected; () on gas, including casinghead gas or other gaseons substance produced from said
tand znd used off the premises or used in the manufacture of gaseline or other products, the market value at the well of twenty five percent {25.0%)  of the gas used, provided that on gas
sold on or off the prermises, the royallies shall be twenty five percent (25,0%)  ofthe amount realized from such sale; {c) and at any ume when this lease is not validated by other provisions
hereof and there i5 a gas and/or condensate well on said land, or tand pooied therowith, but gas or condensate is not being so sold of used and such wel) s shul in, cither before or aficr
production therefrom, then on or before 90 days after said weil is shut in, and thereafier at annual intervals, Lessee may pay or tendes an advance shut-in royalry cqual 1o 510,00 per net acre
of Lessor's gas acreage then heid under this lease by the party making such payment or tender, and 5o long as said shut-in royalty 15 paid of tendered, this lease shall not terminate and it shall
be considered under ali elauses hereof thal gas is being produced from the leased promises in paying quantitics. Each such payment shall be paid of tendered to the party or paries who at
the tise of such payment would be eqtitled 10 receive the royaltics which would be paid under this leatc if the well were in fact producing. The payment or tender of royaliies and shut-in
royaliies may be made by check or draft. Any timely paymenl o teader of shut-in reyalty which is made in a bona fide atternpt 1o make proper payment, but which is erreneous in whole or
in part as to partics or amounts, shall nevertheless be sufficient 10 prevent lermination of this lease in the same manner as though a proper payment had been made if Lessee shall correct
such error within 3 days after Lessee has received written notice thereof by eertified mail from the party or parties entitled to receive payment together with such written instruments (or
certified copics thereaf) 25 are necessary 1o enable Lessee 1o make proper payment. The zmount realized from the sale of gas an or off the premises shall be the price established by the pas
ssles contract entered into in good faith by Lessce and gas purchaser for such tern and imder such conditions as are customary in the industry. "Price” shall mean the net amount received
by Lessce after glvmg :ft‘ecl to applicable r:gulalory orders and after application of any apphmblc price adjustments xpcclfcd in such :ont:act or regulamry crdcrs ln—domm{ﬁsee

trants, dehyd by et & piTthe ) | deads

P Ghidaicon o q Y pas-fwhether ~1he- T P £ d-p Duting-Fayaliyh y-dedum
from-sueh Slecharpefe h-ofsueh-funati e s
tsesch-pr+ -hargo-torrach-of P red:

4. This is a paid-up lease and Lessec shall not be obligated durimg the primary term her¢of 1o commence or continue any operations of whatsocver character or to make any payments
hercunder in order to maintzin this Yease in force during the primary term; however, this provisien is not intended 10 relieve Lessee of the obligation 1o pay royalties on actual production
pursuant Lo the provisions of Paragraph 3 hereof,

5. Lessee is hereby granted the right and power, from time 10 time, 10 pool or combinc this lease, the land covered by it or any part of horizon thercof with any other land, deases, mineral
estates o parts thereof for the production of oil or gas. Uniis peoled hereunder shall net exceed the siandad proration unit fixed by 1aw or by the Oil Conservalion Division of the Energy
and Mincrals Department of the State of New Mexico ar by any other lawful autharity for the pool or area in which said land is simated, plus a tolerance of len percent. Lessee shalt fils
written uzit desigrations in the county in which the premises arc Jocated and such units may be designated from time to time and either befurc or atter the completion of wefds. Drifting
opeTations on of produglion from any part of any such unit shall be considered for all purposes, except the payment of rayalty, as operations conducied upen or production from the land
described in this lease, There shatl be attocated to the land covered by this lease included in any such unit that portion of the o1 praduction of pooled minerals from wells in the unit, afier
deducting any wsed in lcase of unit operations, which the net oil or gas acreage in the land covered by thus lease included in the unit bears to the 1wl number of surface 3cres in the wnit. The
preduction so altocated shall be considered for all purpuses. including the payment or delivery of oyalty, 1o be the entire production of pocted minerals from 1he partion of said land
covesed hereby and included in said unit in the same Manner a5 though produced from said Jand updes the lerms of this Jease. Any pooled unit designated by Lessee, as provided herein, iy
be disselved by Lessee by recording an appioprine instrument in the County where the Jand is situated at any time after the completion of a dey hole or the cessation of production on said
anil.

6. [fa1 the expiration of the primary term there is no welf upon said land capable of producing oil or gas, but Lessee has commenced operations for drilling or reworking thereon, this lease
shall remain in force 5o long 85 operationy are prosecuied with no cessation of more than 60 consecutive days, whether such operations be on the same well of on a different or additionat
well orwells, and if they resull in the production of otl er gas, so Jong thereafler as 6l or gas s produced from said land. [f, after the expizztion of the primary temm, all wells upon said tand
shonld becomnt intapable of producing for any causc, 1his iease shall nat terminate if Lessee ions for additional drilling ar for reworking within 50 days thereafter. [f any
drilling, additional drilling, or reworking operations hercunder resalt in production, then this lzase shall remain in full force so Jong thereaftes #s of of gas is produced hereunder.

7. Lessee shall have free use of oil, gas and water from said land, except water from Lessor's wells and tanks, for 2ll operations bereunder, and the royalty shali be computed after
deducling any 5o used. Lessee shali Rave the ight at any time during o7 after the sxpiration of this Icase ta remeve all property and fixiures placed by Lessce on said land, including the fight
1o draw and remove all casing. When requized by Lessar, Lessee will bury afl pipe lines on cultivaied Tands below ordinary plow depth, and ag well shail be drilled withir, two hundred feet
{200 ft) of any residence or bam now on said fand without Lessor’s consent. Lessor shall have the privilege, 3t his risk and expense, of using gas from any gas well on said land for stoves
and inside lights in the principat dwelling thereon, out of any surplus gas not needed for operations hereunder.

& The rights of eithet party heceunder may be 2ssigned in whole ar i part and the pravisions hercol shatl extend to theic heirs, exceutors, administrators, suceessors and assigns; bul o
change in the awnership of the Jand of in the ownership of, or rights to receive, royalties or shul-in royalties, however accomplished shall aperate to endargs the obligations er diminish the
rights of Lessee; and no such change or divisian shall be binding upon Lessee fur any purpose until 30 days aler [essee has been fumished by cerufied mail at Lessec's principal place of
business with scoeptable instmuments or cenified copies thercol conshiputing the chain of titte from the original Lessor. If any such change in ownership pocurs through the death of the
owner, Lessee may, at its oplion, pay or tender any royalties or shut-in royaliies in the name of the deceased or 1o his estate or to his heirs, executor o administeator until such time as Lessce
has been fumnished with evidence satisfactory to Lesses as 1o the persons entitled 10 such sums. An assignment of this Jease in whole 0f in part shall. 1o the extent of such agsigrument, relieve
and discharge Lessee of any obligations hezeunder and, if Lessee or assignee of part of parts hereaf shal fail or make default in the payment of the proportionate part of royalty or shut-in
royalty duc from such E.essee or assignee or fail 10 comply with any of the provisions of this lease, such default shall not 2ffect this leasz insofar as it €cvers a part of said lands upon which
Lzssee or any assignee theceof shall propetly comply or make such payments.

9. Should Lessec be prevented from complying with any express or implicd covenant of this lease, or fiom conducting diilling or reworking operations hereunder, or
fiom producing oil or gas hereunder by reason of scarcity or nability 10 oblain or use cquipmem or matenal, of by opeiativn of force majeurs, o by any Federal or sute
law o1 any order, mule or regulation of govermmenial authonty, or gowernmental inactivity, then while so prevented, Lessee's duty shall be suspended, and Lessee shall
ROt be liable for failure to comply thercwith; and this lease shall be estended while and se long as Lessce is prevented by any such cause from cenducting drifling o5
rewarking operations or from producing oil or gas hereunder; and the time while Lessee is 50 prevented shall not be counled against Lessec, anytung in this lease to the
contzary notwithstanding.



10. Lessor hereby warrants and agrees 1o defend the ntle to szid fand and agress that Lessec at is option may discharge any lax, moitgage of other lien upen said land, and in the event
Lessce dogs 5o it shall be subrogaed to such lien with the right to enforce same and to apply royalties and shut-in royaliies payable hereunder tward satisfying same. Without impairment
of Lessee's rights under the warranty, if this lease covers 8 less interest in the cil and gas in all oz any part of said land than the entire and undivided fee simple estate (whether Lessor's
nterest is herein specified or not) thea the royalties, shut-in rayalty, and other payments, if any, accruing from 2ny pan as 1o which this lcase covers less than such full interest, shall be paid
only in the prapostion which the imerest therein. if any, covered by this lzase, bears  the whole and undivided fee simple estate therein. Showld any one or mote of the partits named above
a5 Lessors fail 10 eaccute this lease, it shall nevertheless be binding upon the panty or pacties executing the same.

11, Lessec. its or his successors, heirs and assigns, shall have the right al any time to sumrender this lease, in whole or in part, to Lessor or his heirs, successors, and assigns by defivering or
mailing a release thereof to the Lessor, or by placing a relcase thercof of recaed in the county in which said land is situated; thereupon Lessce shall be relieved from 21l obligations,
expressed or implicd, of this agreement as to acreage 50 surrendercd, and thereafier the shut-in royalty payable hereunder shall be reduced in the proportion that the acreage covered hereby
is reduced by said release or releases.

12, Nowithstanding anything ined hercin (0 the contrary, at the expiration of the primary iemm hereof, this lease shall teeminale as ¢o all lands which are nov
inchzded within a proration unit established by the New Menico OQil Conscrvation Commission for wells producing in paying quantities in order lo obtain a2 maximum
production allowable per well, unless Lessce is engaged in drilling operations of Lessee has compleied a weil within one hundred eighty (180) days of the expiration of
the primary term cither a5 2 dry hole or & producer. 1f Lessee is, at the expiration of the primery term, engaged in acrual drilling operziions or Lessee has completed a
well within one hundred cighty {180) days ef the expiration of the primary term cither as a diy hols or a producer, this lease shall remain in full foree and effect as 0 al)
lands covered hereby for so long as operations contirug 1o completion or abandonment and for so long thereafler as operations for drilling are conducted with no more
then one hundred eighty (180} days clapsing b the pletion o aband of one well and the commencement of actual dnlling operations of anocher well.
After the expiration of the primary term or the continuous drilling program, whichever occurs last, Lessee shall release all acreage not dedicated 1o a producing
prorstion unit for wells producing in paying quantities in order to oblsin a maximum production allowable per well as presembed by the New Mcxico Oil Conservation
Commission, as well as all depths end horizons which are ar least one hundred feet (100°) below the “stratigraphic equivalent of the deepest depih drilled by Lessee and
capable of producing in paying quanlitics” in each well which is included within the boundaries of a producing groration unii, A well shall be determined to be
compleied on the day Lessce releases the drilling rig used to dnll such well, o the date soch rig is moved off the location, whichever date oceurs first, and a well shali
be determined 1o be commenced when such well is spudded.

Enxecuted the day and year first sbove writien.

Ricky D. Raindl, dealing in his sole and separate propesty

ACKNOWLEDGMENT

STATE OF §
COUNTY OF §
This instrumen| was acknowledged before me on the day of L20_, by

Notary Public, State of

My Commission Expires:
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Scé Revorse for Instructions

PS Form 3800, August 2006

SENDER: COMPLETE THIS SECTION

: ® Complate ltems 1, 2, gnd 3, Alsc complets
Item 4 if Restrictad Dellvery is desired,
| Print your name and address on the reverse
S0 that wa can return the card to you,
& Atiach this eard to the back of the maliplece,
or an the front If space permits. .-

COMPLETE THIS SECTION OGN DELIVERY

X %7 ‘

O agent
0 Addresses

X /8
8. Regdived birt printed Nam

" ot

1. Anicie Addrossed 1o:

Mr. Ricky D. Raind! T T
F.O. Box 142454 o

Irving, TX 75014-2454
Y

D. s delivery address difetent from ke 17/ O s~
1 YES. srier defivery address below: [ Na

3, Servica Type
3 Certifiod Matf £ Express Mail

O Aegistered CI Return Reselpt for Merchandise
O tnaured Mat (3 C.OD,
4, Restricted Dalivery? (Extra Fee} O Yes

2 At 7011 3500 0002 4945 5020

(TRansI ot sovivo oy

: PS Form 3817, February 2004

Domestic Return Recsipt

102595.-02:M-154D



