
03/01/2886 ,11:28 915B832784 APEX ROYALTIES PAGE 02 

Pitch Energy Corporation 
P. O- Box 304 
Artesia, NM 88211 

Gary W. Stoltz 
Oil and Gas 

P. O. Box 1731 
Midland, Texas 79702 
Bus: (432) 683-4854 

September 8,2005 

RE: Oil and Gag Lease Offer 
SE/4 Section 12, T-I 7-S, R-24-E 
Eddy County, NM 

Ladies and Gentlemen: 

According to the records of Eddy County, New Mexico, Pitch Energy owns a 1/16 mineral interest 
in the above described lands. On behalf of LCX Energy, LLC, I ara offering the following terms for an oil 
arjd ga$ lease covering the 10 net mineral acre interest owned by Pitch Energy: 

Primary Term: Three Years 
Royalty; l/4th 
Bonus: $75.00/acre 

Please let me know how you wish to proceed after you have had a. chance to review this matter. 

Very truly yours, 

Gary W, Stoltz 

NMOCD CASE NO. 13628 
FEBRUARY 16, 2006 
LCX ENERGY, LLC 
EXHIBIT NO. ^ 
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LCX Energy, LLC 

September 14,2005 

Pitch Energy Corporation 
Attn: Mr. Ross Duncan 
P. O. Box 304 
Artesia, NM 88211 

RE: 1724 Ross #121 
1880 PEL &660FSL 
Section 12, 17S-24E 
Eddy County, NM 

Dear Ms. Hodges, 

Pursuant to our conversation, LCX Energy proposes the drilling of a horizontal Abo/Wolfcamp 
Test, the surface location of which will be located 1880 FEL and 660 FSL of Section 12, Township 17-S, 
Range 24-E, Eddy County, New Mexico. 

Enclosed for your review is a copy of LCX Energy's AFE which sets out dry hole costs of 
$1,003,700.00 and completed well costs of $1,872,700.00. According to Eddy County Records, Pitch 
Energy owns a 1/16 mineral interest in the SE/4 of said Section 12, or 10 net acres in the unit which is the 
E/2 of Section 12. 

Should you wish to participate in the drilling of this well, please execute and return one copy of 
the enclosed AFE at your earliest convenience. Alternatively, we are offering $75.00/ acre and a !4 
royalty for a one year lease covering your interest. 

Please call me at (432) 684-5821, if you have any questions, 

Very truly yours. 

LCX Energy, LLC 
y 

Gary W. Stoltz 
Consulting Landman 
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LCX Energy, LLC 

September 27, 2005 

Pitch Energy Corporation 
Attn: Mr. Ross Duncan 
P. O. Box 304 
Artesia, NM 88210 

RE: LCX Energy, LLC ~ 1724 Ross #121 
Section 12, 17-S, 24-E 
Eddy County, NM 

Dear Mr. Duncan, 

Enclosed for your review and further handling, please find enclosed LCX Energy's joint operating agreement 
furnished in connection with the proposed 1724 Ross #121 well. This is the operating agreement that LCX has in 
place with several other entities with which they have an exploration agreement in the area. 

Thank you for your attention to this matter. Please Jet me know if you have any questions. 

Very truly yours, 

LCX Energy, LLC 

Gary W. Stoltz 
Consulting Landman 

Gary W. Stoltz 
End. 

L C X E n n i g y . L L C t l O N. M « r ! 9 n f a l k i f , S u i t s 2 0 0 . M i d l a n d . T u t ) 7 9 7 0 1 T » I : 4 3 2 - 6 6 7 . 1 5 7 5 F a x : 4 3 2.- 5 6 7 - 2 5 2 1 



2006-Mar-01 10:42am From-ENDEAVOR ENERGY +432B872521 T-765 P .-002/005 F-697 

Post Office Box 304 - Artesia, NM 88211-0304 
Office (506) 748-3303 • Pax (505) 746-2523 

31 October 2005 

Gary W. Stoltz 
LCX Energy, LLC 
P.O. Box 1731 
Midland, TX 79702 

RE: Township 17 South, Ranee 24 East 
Section 12: SE/4 

Dear Gary: 

Enclosed please find an executed Oil and Gas Lease covering the captioned lands in Eddy 
County, New Mexico. The terms of the lease included a 6 month term, no lease bonus, 
and a 14 Royalty. 

Please send me a recorded copy of the lease after receiving it back from the Eddy County 
Clerks Office. 

If you have any questions or comments please contact me at 505-748-3303. 

Sincerely, 

Ross A. Duncan 
Landman 

Enclosures 
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O I L & G A S L E A S E 

THIS A G R E E M E N T made this 1st day o f October 2005, between Pitch Energy Corporation, P.O. 
B o x 304, Artesia, N e w Mexico 8 S211-0304 herein called Lessor, and L C X Energy, L L C , 110 North 
Marienfeid, Suite 200, Midland , Texas 79701 as Lessee, W I T N E S S E T H : 

1 Lessor, in consideration o f T E N A N D OTHER D O L L A R S in hand paid, receipt o f which 
is here acknowledged, and o f the royalties herein provided and o f t h e agreements o f t h e Lessee herein 
contained, hereby grants, leases and lets exclusively unto Lessee for tlie purpose o f investigating, exploring, 
prospecting, dri l l ing, and operating for and producing o i l and gas. injecting gas, waters, other fluids, and air 
into subsurface strata laying pipelines, storing o i l , building tanks, roadways, telephone lines, and other 
structures and things thereon to produce, save, take care of, treat, process, store and transport said minerals, 
the fo l lowing described land i n Eddy County, New Mexico, to-wit: 

T ownsh ip 17 South. Range 24 East. N . M . P . M -
Section 12: SE/4 

Said land is estimated to comprise 160.00 gross acres, whether i t actually comprises more or less. 

2. Subject to the other provisions herein contained, this lease shall remain in force fo r a term 
o f six (6) months from this date (called "primary term") and as long thereafter as o i l or gas is produced 
from said land or f rom land wi th which said land is pooled. 

3. The royalties to be paid by Lessee are: (a) on o i l , and other l iquid hydrocarbons saved at 
the well , 1/4"' o f that produced and saved f rom said land, same to be delivered at the wells or to the credit o f 
Lessor in the pipeline to whieh die wells may be connected; (b) on gas, including casinghead gas or other 
gaseous substance produced f rom said land and used o f f the premises or used in tlie manufacture o f 
gasoline or other products, the market value at the well o f l /4 th o f the gas used, provided that on gas sold 
on or o f f the premises, the royalties shall be l /4th o f the amount realized f r o m such sale; (c) and at any time 
when this lease is not validated by other provisions hereof and diera is a gas and/or condensate wel l on said 
land, or land pooled therewith, but gas or condensate is not being so sold or used and such wel l is shut in , 
either before or after production therefrom, then on or before 90 days after said wel l is shut in, and 
thereafter at annual Intervals, Lessee may pay or tender an advance shut-in royalty equal to $35.00 per net 
acre o f Lessor's gas acreage than held under this lease by the party making such payment or tender, and so 
long as said shut-in royalty is paid or tendered, this lease shall not terminate and i t shall be considered 
under al l clauses hereof that gas is being produced f rom the leased premises in paying quantities. Each such 
payment shall be paid or tendered to the party or parties who at tlie time o f such payment would be entitled 
to receive the royalties which would be paid under this lease i f the w e l l were in feet producing. Tlie 
payment or tender o f royalties and shut-in royalties may be made by check or draft . A n y timely payment or 
tender o f shut-in royalty which is made in a bona fide attempt to make proper payment, but which is 
erroneous i n whole or in pan: as to parties or amounts, shall nevertheless be sufficient to prevent termination 
o f this lease in the same manner as though a proper payment had been made i f Lessee shall correct such 
error wi thin 30 days after Lessee has received written notice thereof by certified mail from me party or 
parties entitled to receive payment together with such written instruments (or certified copies thereof) as are 
necessary to enable Lessee to make proper payment. The amount realized from the sale o f gas on or o f f the 
premises shall be the price established by the gas sales contract entered into in good faith by Lessee and gas 
purchaser for such term and under such conditions as are customary in the industry. "Price" shall mean the 
net amount received by Lessee after giving effect r o applicable regulatory orders and after application o f 
any applicable price adjustments specified in such contract or regulatory orders. In the event Lessee 
compresses, treats, purifies, or dehydrates such gas (whether on or o f f the leased premises) or transports gas 
o f f the leased premises, Lessee, in computing royalty hereunder may deduct from such price a reasonable 
charge fo r each o f such functions performed 

4. Lessee's right to continue this Lease beyond the primary term by payment o f "shut-in gas 
royally" as referenced in Paragraph 3 o f t h e Lease shall be l imited ro a maximum period o f two (2) years. 

5. This is a paid-up lease and Lessee shall not be obligated during the primary term hereof 
to commence or continue any operations o f whatsoever character or to make any payments hereunder in 
order to maintain this lease in force during the primary term; however, this provision is not intended co 
relieve Lessee o f the obligation to pay royalties on actual production pursuant to the provisions or 
Paragraph 3 hereof. 

6. Leasee is hereby granted the right and power, f r o m t ime to time, to pool or combine this 
lease, the land covered by it or any part or horizon thereof w i th any other land, leases, mineral estates or 
pans thereof for the production of oi l or gas. Units pooled hereunder shall not exceed the standard proration 
unit f ixed by law or by the O i l Conservation Division o f t h e Energy and Minerals Depamnent o f t h e State 
o f New Mexico or by any other l awfu l authority for die pool or area in which said land is situated, plus a 
tolerance o f t e n percent. Lessee shall file written unit designations in the county in which the premises are 
located and such units may be designated f r o m time to time and either before or after the completion o f 
wells. Dr i l l ing operations on or producuon from any part o f any such unit shall be considered fo r all 
purposes, except die payment o f royalty, as operations conducted upon-or production f r o m the land 
described- in mis lease. There shall be allocated to the land covered by this lease included in any such unit 

A t t n D e h o r a y i f c c i r d * 8 P r o d u c , : i o n ° r Pooled minerals from wells in tine unit, after deducting any used in 
LCX Energy I X C y 

XIO N M a r i e n f e i d Sre ZOO 
Midland TX 79701 
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lease or unit operations, which the net o i l or gas acreage in the land covered by this lease included in the 
unit bears to the total number o f surface acres in the unit. The production so allocated shall be considered 
for all purposes, including the payment or delivery o f royalty, to be the entire production o f pooled minerals 
from the portion o f said land covered hereby and included in said unit in the same manner as though 
produced f r o m said land under the terms o f this lease. Any pooled uni t designated by Lessee, as provided 
herein, may be dissolved by Lessee by recording an appropriate instrument in the County where the land is 
situated at any time after the completion o f a dry hole or the cessation o f productiorj on said unit. 

7. I f at the expiration o f the primary term there is no wel l upon said land capable of 
producing o i l or gas, but Lessee has commenced operations-for dr i l l ing or reworking thereon, this lease 
shall remain in force so long as operations are prosecuted wi th no cessation o f more dian sixty (60) 
consecutive days, whether such operations be on die same wel l ov on a different or additional well or wells, 
and i f they result i n the production o f oi l or gas. so long thereafter as o i l or gas is produced from said land. 
I f , after the expiration o f the primary term, all wells upon said land should become incapable o f producing 
for any cause, this lease shall not terminate i f Lessee commences operations fo r additional d r i l l ing or for 
reworldng wi th in 60 days thereafter. I f any driUing, additional dr i l l ing or reworking operations hereunder 
result in production, then this lease shall remain in f u l l force so long thereafter as o i l or gas is produced 
hereunder. 

S. Lessee shall have free use o f o i l , gas and water from said land, except water f rom Lessor's 
wells and tanks, for all operations hereunder, and the royalty shall be computed after deducting any so used. 
Lessee shall have the r ight at any time during or within 1 SO days after the expiration o f t h i s lease to remove 
al! property and fixtures placed by Lessee on said land, including the right to draw and remove all casing. 
When required by Lessor, Lessee w i l l bury all pipelines on cultivated lands below ordinary plow depth, and 
no well shall be d r i l l ed within two hundred feet (200 f l . ) o f any residence or barn now on said land without 
Lessor's consent. Lessor shall have tlie privilege, at his risk and expense, o f using gas from any gas wel l on 
said laud f o r stoves and inside lighLs in the principal dwelling thereon, out o f any surplus gas not needed for 
operations hereunder. Lessee agrees to properly plug and abandon, at its sole risk, expense and liabili ty, 
any well dri l led or re-entered on the above described land under the terms of this lease and further agrees to 
hold the Lessor completely harmless from any plugging liabil i ty w i th respect to any such well or wells 
dri l led and/or re-entered. 

9. The rights o f either party may be assigned in whole or in part and the provisions o f this 
lease shall extend to the heirs, executors, administrators, successors, and assigns, but no change or division 
in Lessorship o f the land, rentals or royalties, however accomplished, shall operate to enlarge the 
obligations or diminish the rights o f Lessee. N o such change o f division in the Lessorship o f tlie land, 

- • — rentals or royalties shall be binding upon lessee for any purpose unt i l such person acquiring any interest has 
furnished Lessee wi th the instrument or instruments, or certified copies thereof, constituting his chain o f 
ti t le f rom the original Lessor. 

& 
10. U p o n the expiration o f t h e primary term or the termination o f any dr i l l ing operations 

occurring over the expiration o f the primary term, whichever is the later date, this Lease shall terminate and 
automatically revert to Lessor as to all lands not included within a producing proration unit establish by the 
governmental authority having such jurisdiction with reference to tlie spacing o f wells or the size o f 
producing proration units. 

11. Should Lessee be prevented from complying wi th any express or implied covenant o f this 
lease, or f r o m conducting dr i l l ing or reworking operations hereunder, or from producing o i l or gas 
hereunder by reason o f scarcity or inability to obtain or use equipment or material, or by operation o f force 
majeure, or by any Federal or state law or any order, rule or regulation o f governmental authority, then 
while so prevented. Lessee's duty shall be suspended, and Lessee shall not be liable for failure to comply 
therewith; and this lease shall be extended while and so long as Lessee is prevented by any such cause from 
conducting dr i l l ing or reworking operations or from producing o i l or gas hereunder; and the time while 
Lessee is so prevented shall not be cotmted against Lessee, anything in this lease t o the contrary 
n o t w i t h s t a n d i n g . 

12. Lessee, its or his successors, heirs and assigns, shall have the r ight at any time to 
surrender this lease, in whole or in part, to Lessor or his heirs, successors and assigns by delivering or 
mailing a release thereof to the Lessor; thereupon Lessee shall be relieved from al l obligations, expressed or 
implied, o f t h i s agreement as to acreage so surrendered, and diereafter the shut-in royalty payable hereunder 
shall be reduced i n ths proportion that the acreage covered hereby is reduced by said release or releases. I f 
al l or any part o f t h i s lease is assigned. Lessee, its successors or assigns, agrees to furnish Lessor die parties 
and division a f Lessorship resulting f r o m such assignment or transfer. No assignment by Lessee sliall 
relieve Lessee o f any obligations or liabilities resulting from the actions or omissions o f Lessee prior to the 
date o f said assignment. 

13. Lessee shall provide to Lessor notice o f commencement o f actual d r i l l ing and, unti l wel l 
is completed, furnish daily dr i l l ing and geologic reports. Addit ional ly, Lessor shall ba furnished copies of 
hydrocarbon logging unit charts, two copies o f electrical log surveys, geophysical surveys, cores and core 
data, f l u id sample analyses and completion infonnation on al l dri l ls tem tests made, including pressure 
charts, Within twenty (20) days fol lowing the date received by Lessee. 

f 4 . Lessee shall give notification lo Lessor 48 hours pr ior to testing, coring, logging and 
intent to complete or p lug a wel l which has not previously produced o i l or gas in commercial quantities. 
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15. Lessee shall furnish Lessor with copies o f all notices and reports f i l ed w i t h the State o f 
N e w Mexico and/or other governmental regulatory agencies having jurisdiction within f i v e business days o f 
same being Tiled with the appropriate agency, 

16. Lessee shall n o t i f y Lessor in wr i t ing o f Lessee's intention to abandon any well on the 
lands subject to this lease and Lessor shall have 30 days after receipt o f such notice o f intention to abandon 
i n which to elect to take over die we l l Lessee proposes to abandon. I n the event Lessor elects to take over 
the wel l , Lessor shall pay to Lessee tlie reasonable market value o f the salvable materials in the wel l , less 
the cost o f salvage, and Lessee shall reconvey to Lessor the spacing and proration unit upon which the well 
is located. In the event Lessor dbes not elecc to take over the wel l wi thin the l ime here provided. Lessee 
shall plug and abandon the well in accordance with tlie applicable rules and regulations and tins lease. . 

17. The obligations contained in %% 3, 13, 14, 15 and 16 shall be deemed conditions and not 
merely covenants, and failure by Lessee to comply therewith shall result in termination o f this lease, at the 
option o f Lessor. I n the event Lessor considers that Lessee has not complied w i t h the conditions contained 
i n said paragraphs, Lessor shall no t i fy Lessee o f the facts relied upon as constituting a breach hereof, and 
Lessee, i f i n default, shall have 30 days after receipt o f such notice in which to comply w i t h the obligations 
imposed by said paragraph or paragraphs. 

18. This lease is granted without warranty o f ti t le, either express or implied, and covers only 
Lessor's present interest in said land. I t is agreed that i f Lessor owns an interest in said land less than tha 
entire fee simple estate, the royalties, compensatory royalties and rentals to be paid Lessor shall be reduced 
proportionately. 

This Lease is executed by the Lessor as o f t h e daLe o f the acknowledgment below, but shall be deemed 
effective as o f t h e Effect ive Date stated above. 

S T A T E OF N E W M E X I C O 

C O U N T Y OF E D D Y 

This instrument was acknowledged before me on this ^ / day o f / Q ^ //. . 2005 by 
Johnny C. Gray, President o f Pitch Energy Corporation, a New Mexico corporation, on behalf o f said 
corporation. 

OFFICIAL SEAL 
R O S S A. DUNCAN 
NOTARY PUBLIC - STATE OF NEW MEXICO 
My commission expire* . 

RECEPTION NO i D513fifi1 Q T T^T 
£Sr*nS-r?SSC?,' COUNT?"! EDDY ° F ' 
R E C O R D E D l l / 1 0 / ? o t ) 5 / n . o n A M 
BOOK O E 1 B P A G E l ° I s i P 4 c l l ^ 
J E A N B L E M D E N , COUNT I C L E H 


