Producer’, smea'llcv-dlmhum 342P, Pridup

OIL & GAS LEASE

THIS AGREEMENT mada this 28™ day of Octabes, 3083, berwees GEORGIA I.. BERGSTEN A/K/A GEORGIA LOU LONDON BERGSTEN afiHSSNND,
of heroin caied “Lossor™

. N .
(MMUM)NT VI_R.NEDW\:H.SM W-l -l.S-anlO.MHhad.'l‘un 79701 , “Lessos™: 2434 Feor Gazer Atvonme « W, A‘.bumm Nob 89304
i wbmmdmamom:mmumwmmdwmuw d, xnd of the royahios b ided and of e of

rin awd hdmdlﬂﬂ.

the Lessee bersin conlained, herety grants, leasss and lets exchusively o Lessec for the purpose of g drilting.
..,umlpa,wm.ouhu!m mdumwhwhee-.ru-hr-.mnmuhﬂqmwnnmhu.ndo&amnﬂwmbmnﬂ'

care of, tremd, process, store s transpun said minerals, the following described tand & EDDY COUNTY, NEW MEXICO, to-wik:

P

1 T s
SECTION 24: SW/A NW/A

Said land is esiimated 1o canxprise 40.00 acres, whether it sctually comprises nioro or loes.
2. Subject o the other provisions herein contained, tes keane shall reaanin in furce for 3 terin of three {3) years from this daic (called “primary term™) and es long thereafisr as o
wpiMﬁm.Hmemel“hﬁbM

3. The roysities w be paid by Lessoe are: (s} on of, mehﬁwmmuh-dl.llu‘ of that produced and saved from sald land, same 1o be delivered
=1 the wells or 40 the credit of Leasor in the pipeling ® which the wells oy be d: (b) on gas, iac ludi ghwad gas or other gassous substance groduced from said lend and uscd offthe
mmwnndmﬂmufxmolpohnwdnwodu&d-m-iunhmhwmounc‘ dmepuciwvvnadmlmpwuuaﬂhmmbmulhm
of the amaum realized from such sale: (¢} snd &t aay fime when this lease is sos validsted by other provisions burcof e theve is 2 gay and/or condensate wall on sxid hend, or band pooied therewith,
bup;otaadenmcunkn.loaddwuudn!ndwdluI!M-.ahhrﬁnunhamhdmuuuwhhc”twda-dwnuhn,nhh*lllﬂ
mitervals, Lessoe may pay of tendes sn achance shut-ia royalty equal 10 $1.00 per nes acre of Lessor’s gas acreage thea held under this lexse by the party naking such payment or tender, and 50 losg
#3 said shul-in royasity is peid or rendered, this lease shall not rermisaie and it shafl be considered under af) clauses heveof that gas is being produced fram the leased premises in paying quaszities,
Ench puch peyment shall be paid or tendered to the party or parties who ail the time of soch payment would be entitied Io receive (he royakies which would be paid ender this lease if the weil wers is
fact producing. mp-ymcmmofmy-h-uorm-myimlmuu-ﬁbydnluﬂ Auywndypymcnhdmmh-hdnm&hl bore fide artempt t0
make proper paymeot, bul which is erToneous in whole or in part as to parties or amoas, hail h 0 prevem lermination of this lense in the same marmer a3 thouyh o proper
,.,._ah.dhenmnklﬂmMun:avanmwmnuhuh-w-mnww»anﬁdnﬂhnhmwmmnmw
with such wrinen instruments (or cenified copies thereof) as are ncceseary 10 enabile lessoe 10 make propes paymens.  The amount realized from the sale of gas 00 of off the premises shall be the
,.,.,Mbymp-hmmMmmmmwwupmhwmwmmm-nmnum “Pricy” shull mean the
oet amount received by Lewex afiex giving effect to applicable regulstory orders and after applicalion of any da price h orders. In the svems
1 essce compresses, Ueata, prifies, uddyhnpdp(%mwdhbndm)anmlpoﬂhlmdmnl-— th Ry b may dedhct Srom
such pricw & ressoasble chergs for each of such Aactions perfrmad.

4. This is » pwdeup lease and Lesasee shall not be obliyated during the primary term hereof 10 commence or coatipue ey
hr-m-mnmmmmhmm.hmmm mwauWuMmthnnma“mwb
the provizions or paragragh ) heroof.

3. Lessos it hereby panted the right snd power, from time 10 i, to poof or combine this lease, the land covered by it o any pert or borizon thereof with any other bmd,
ineral extutes or parts thaveof for the production of ol os gas. Units pocled bereundes shalt not exceed the siandard proestion wiit fixed by law or by the O Conservatioo Division of the Enongy
snd Mincrals Departmenst of the Stete of New Menico or by sy other Lewfal authority for the poot of aros in which said hand ix sirussed, phus 8 tolerance 10 ten percent. Lesaee shal] file writton anit
annmmhwhxhlhwunnxunbuwdmdnuﬁmnthdmwcdbulmum-dnh-ubnwlﬁ-mmdwh Drilling operations an ar
mmqudnymmdﬂlhwhalmtwhmmdlvy-y upon 3¢ production Som the land Jescribed tn this lcase,
Th-nhllhnllauudhlhhnduwr:dbymlucn:hddnnyndu-idehwmdpﬁmmmhhm&&kﬂww-h—u

onit opersnicns, which the pet oil or gas screags i the land covered by this leass included in the unit bears 10 the tota) sumber of swrface acres in the wnit.  The production 80 sllocased shall be

ideyed for ofl p including the paymems of delivery of royalty, to be the catbre production of pooled minersls from the portion of seid land covered hereby and tnchuded in said wit in the
same mammes w3 though produce fron: said land wedar the serm of this lesse.  Any pooled unit designaned by Lesses, a3 provided herein, may he disanived by Lesses by recarding an approprists
instrument in the county whore the land is sirvated ot sy time afler the compietion of a dry bols or the cassatian of production oo said wnll.

1 at the expintios of the prn-yum lhn- o0 well wﬂwm&dwdmdwmhlm has commenced opevarions for drifling or reworking

[ 3
thereon, this lease shall resmain in force so long a3 with no ioo of snore than 60 consecutive days, wheiher such operstion be on the sane well of on o diffarsnt or
Mnluudhnddlhymnﬁ-hpmddugnh‘ m«nﬂ-uuﬂaman-dM 1, aflas the axpiration of the primary term, Al weils upon seid
for adk '&ﬂh.uhm‘ih'nhw&nm Yy

tand showld bescome incapable of producing for sny cause, this leass shall oot inats if Lessee

drilling, sdditiopal dnlling, or reworkiog operations b des resalt in production, then this lexse shall remain in fufl foroe 50 Jong theveater s o8 or gas is procuced bereundar.
Lessoe shall have fres wse of oil, pes and water from said land, eacept waser from Lessor’s wells sod wanks, for all operazions hereundar, and the royalty stall be compaied sfter

w...-yn-d. Lmanhllhlwlhcndnl-yvhuhnuaMhmﬂmk&mmmmdlmmbhumﬂumur&h&w

and remove all casing.  When required by Lessos, Lessee will bury all pipetines on cultivased lands below ordinary plow depth, sad no well shall be drilied within two bundred foet (200 A.) of any

residence or bern now on said land witbout Lessor's coneent. Lessor shall heve the privilege, s his risk and expenoe:, of using gas from any gas wel) on s2id land for stoves snd inside lights in the

principal dweiling thereon, aus of sy swiples gas not nceded for opevations bercunder.

8. Tha rights of cither parry hereunder may be assigned in whols or in pust and the provisions bereof shall extend to their hetrs,
hﬂmchnpnho-uiwdhIulluulhwn:uhpd,un'ahmmbnmelmelMMwnbdthumb
rights of Lessos: nd-n-:hdmpu&mmMhhm-mhmhmmmwhpahmubmhlubymﬁd-ﬂ-hmumqnlunaoﬂlnhl-
with scceptable instruments or cenified copies theroof constituting the chain of title frone the criginal lessos.  If any siuch chaags i ownership octws trough the death of the owner, Lesses may, 8
its option. puy or tender any royshies or shu-in royalties in the name of the decessed or 10 his estate or to bis beis, sxecutor or administrator untl such time a3 Lessoe has deen furnished with
wevidence satisfactory 0 lesses &1 10 the persons emtitied 10 such sams.  An assigraant of this leuse in whole o in part shall, 1o the exient of such assignment , retieve and dischar g Lezsos of sy
obligstions M—Ll'uuezuunpudp-:up-mhgnohhllmemhhmdhwmdmﬁyud—bmutm“kmu
assignes ov fall to coroply with azy of the provisions of this leose, such defach sholl not affect this lease insofar a3 # covers & pant of 10id lands «pon which Lexsoe or ey assignes thereof shall

MMC!‘:MW
9. Shouid Lesser be prevensed from complying with any express ar inplied covenant of this lease, or from conducting drilling or s b der, or from
mmﬂuu Mbymdn-dqambimuohnna-ccmaMwhmd!wnmabwf&ﬂwmhumuﬁudlu

y, then while so pr uu--mmuwwu-m-uuh&humuwwmuuh-uum-ﬁ
ducting drilling or rki or from produciag oil or gzs herewnder: and the tine wivle Lessns is 50 preveniod chall nct be

Mnhunl..um-umndbywuhm"—
countod sgainst Lesses, anything in shis leass 1o the contrasy

10. Lessor bereby wartanty and sgrees 1o defiend tie 10 s2id land and agrees th) lessor @ ics Option sy dischargs 7y tax, morigage of other lieo qpon seid land , aad is the evemt
Lesaee dars 90 & shall be subrogned 10 such lien with the rigit 1o enforce same and to apply royshies snd shui-ia royaties paysble hereunder loward eatisfying sums, Without impeirmery of
Lassee’s rights under the wamwnry, if (his lease covers 8 less intetest in the o or gas in all or ey pant of s2id land than e e and andivided foc simple estats (whather Lessor's imarest is hroln
specified of pot) then the royskies, M—nn,dvy,lndMmdn,mnbm-qm-nmhh-mhum-ﬂumuMhpddyuuhpw
which the interest therwin, if any, covered by this kease, bears 10 the whols and undivided foe Wmple esista thersin. Shoukd any one or mors of ihe portiss axmed shove a3 Lessors £l to execus tis
leass, it shall neverthelsss be binding upon the party or parties exccuting the seme.

11, Letses, ifs or his succensors, Meirs acd essigns, shall have the right 1 any time 10 suTender this icass, in whole or ia pant, 10 Lexsor or his heirs, micccmons sod sssigns
by delivering of mailing » refense thereof to the Lossor, or by placing s reicase thereof of record i tbe county in which said [and is sirusted; therewpon Lesass sha) be refieved from ad) obligations,
.m,dgwdud.dlhhmmumwnwmdud.udﬂnuﬂnﬂﬂu—nmnhwn&hm&:MhMﬂduuthmeh

recuced by said relexse or releases.
T VERNE DWYER

OIL & GAS INVESTMENTS

500 W WALL STE 310

MIDLAND TX 79701

L . . -
EORGIA RGSTEN ANUA T EORG wu LONDON
BERGSTENMDEALING IN HER SOLE AND SEPARATE .
PROPERTY PRINTED NAME; ééﬂlf &y L. Fewesren/

vievAN

BEFORE THE OIL CONSERVATION COMMISSION
Santa Fe, New Mexico

Case Nos. 13368/13372 Exhibit No. 3

Submitted by:
Devon Energy Production Company, L.p.

Hearing Date:

June S, 2006
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INDIVIDUAL ACKNOWLEDGMENT (New Mexico Short Form)

STATE OF NEW MEXICO :
COUNTY OF J
The foregoing i was ack Y ‘kﬁ”‘lml’lﬁ QQ S so.&b hg‘ , 2003, by GEORGIA L.

BERGSTEN.
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S “\Q{ ; INDIVIDUAL ACKNOWLEDGMENT (New Mesieo Short Form)
OF NOY
sTaTi BEWEW MEXICO :
COUNTY OF '
The foregoing L was acknowledged before me this day of 2003, by
My Commission Expires -
Notary Public, Staes of New Mexkn
Prizsed Nams

"I. wﬂ
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OIL & GAS LEASE

THIS AGREEMENT rasde this 3* day of October, 2003, berwees WILLIAM JEFF GLENN AND 1.ORA NELL CLENN, AS TRUSTEES OF THE WILLIAM JEFF
GLENN AND LORA NELL SMITH GLENN REVOCABLE TRUSY DATED FEBRUARY 1), 1992, of 378 Ridge Road, Sliver City, NM 88061, bervin called
“Legsor™ (whether onc or morv) and T, YERNE DWYER, 500 Wese Wall, Suite 18 Midiend, Texan 7970 , “Lesos™

1. Lessor, in consideration of TEN AND OTHER DOLLARS in hund paid, reveipt of which is hereby acknowledged, and of the rayalties berein provided and of the agresments of
the Losses bevein contmined, hesoby grans, leases aad lets eachusively umto Lesses for the purpose of i ighting. i ing, dritling. sod operaring for md producing oil and gas,
injecting gas, waters, ocher fluids, and ais o subsurface sirats baying pipclines, sioring o, buikiing tenks, ruadways, ielephons lines, and otber sructuwres sad things soroon to produce, sove ke
care of, treat, process, store and transport Mid Mincrads, Lbe following described land in EDDY COUNTY', NEW MEXICO, to-wix

TOWNSHIP 32 SQUTH. RANGE 30 EAST

SECTION 24: SWHM NWH

Sesd land is estimsted lo comprise 40.80 acres, whesher it scsually comprises more or less.
2. Subject to the uthes provisions hercin comained., this koass shall remain i forve for 3 ¥erm of thrre (3) years from this dew (called “primary tern™) sod as loog theresfier v od
o gas is produced om wid kad or fom land with which said laad is pooled.
3. The roysies 1o be paid by Leasoe asc: (3) on cil, wad other fiquid bydrocarbons maved st th well, 316® of that produced end seved from said Laod, same 10 be dobvosed
51 the wells or 1o the credit of Lessor i the pipefine to which the welis puy be & (b)on gas, inciudi inghead gas or otber gmcous substance produced from usd lnd md vsed o dee
premé used in the f of gusokioe or cther products, the Taarket value 11 the well of M16™ of the gas used. provided that o gas sold om ov off the premines, the royahics shull be ¥16°
of the amowm realized from such ssle; (c) and ar any time wihien this fease is not valtidaled by other provisions bereol and there is 8 gas and/or condensase wed oo 3aid tead, or fand pooled therowith,
but gas o condensute is 20t bring 50 30kd or used wnd such well is shun-in, cithes befory o5 sfier production thescirom. theo om ar bedore 90 days afer 3aid wal) fs shet in, gnd thereafier & snwad
intervals, Lessee ragy pay of fendes sn advance shut-in royalty oqual 10 $1.00 pes nct acre of Loasor's gas screage then held under this lease by the party making such peyrnest or tender, and so long
a3 s3id sht-in royaity i pid or ieadered, this iase shall not teminare snd it thall be consaicred under all clausey heseof thas gas is being produced from the Jensed pramises in poying quantities.
Each such psyment shadl be paid os tendered to the party or parties wha sl the thoe of such payment would be entisied lo receive the royahies which would be pasd W this leass if the well waw in
fact pr ing. Ths pey or tender of roysliies or shut-in royshics nmy be Made by check or drafl.  Any timely pyyment or teader of shut-in royality which is wade in o bona fide enempr to
heless be sufficient 10 pravent ination of this Jcase in the same mannet ps though 8 proper

make propes peyment, but which iy emooecus in whoke or i parn 83 10 pasties or amounts, shall
paymemt bad been made if Lesses shall comect such enor within 30 days sfer lesses has rectived writien notice theseof by cenified mad from the perty or paries enticled to receive peymes

with such writien instrumests (o cortified copies theroof) 86 are necessary (0 enabie lesses 10 make propes payment. The amount reslized rom the sale of gas on or off the premives shall be the
price esablished by the ga3 sals contacaed emered into in good faith by Lesees and gas purchases for such term end usder such conditions es sre cstornary i the indatry. “Frice™ thall mean the
net smowunt received by Lesset shex giving effea to applicabls reguistory orders and afier applicasion of sy sppii price o spocified in such cantract or veguiatory orders. In the ovent
Lassec compresses, fraatis, purifiss, or such gas (whether on or off the leaved premines) of Franspons gas off the leased promises, Lasacs in comparing royelly herownder mery deduct Som
such price a ressonsble charge for anch of such Aunctions performed.

4, This is » paid-up lrase mnd Lessoe shall ot be obligawd during the primary wnn herenf 10 commence or continoe sry operations of whannever churaces or 1o make sy pryments
‘hereundey i order % miainiein this kease in force during the primary term; Sowever, this provision is ot iniended 1o relieve Lesscs of the cbliganios to pay coyabies oe actusl production purnant 16
the provisioos or peragraph 3 bereof.

3. Lasass © hereby granted the Hight and powes, Fom time 10 time, 10 pool or combine this icase, ibe 1and covered by it or any past or horizon thereof with any other land,
auneral extates or pans thereof for the production of oil or gam.  Units poolcd bereunder sball nar exceed the stmulasd proretion w flaed by lw os by the Of) Conservation Division of the Energy
and Minerals Department of the Scase of New Mexico or by any other rwhil suthority for the pool of 2rva in which said Tand {8 sitwated, plus s wiersace to ten percem Legses shall fils wrinen ool
designations in the coumty in which the prewrises ars located and such units may be designated Eoov time to time nd Cither befare or after the compietion of wafls, Drilling operations on or
produciian Fom any pert of any such uuis shall be considered for sll purposes, except the paymend of rovally, & i ducted wpon or production from the land described in this faxes.
There shal be afiocated 10 the luad covered by this lease inchded in any mach nait they poninn of the 1o1al production of pocled minerals from wells ip the unit, after deducting any wsed in leass or
unit operations, which the net oil or gas acreags iR the land covered by this lease inciuded in the unit besrs to the total number of surface scres in the unll.  The production 3o allocsted shaf) be

ideved for all p inchuding e pryment or delivery of royalty, o be tho entire production of pookd maserals frovs the portion of soid land covered hereby and inciaded in waid it in e
same DD &< though produced from seid land undes the tersns of this leass.  Any pocled unit desiguated by Letase, as provided herein, sy be diseolved by Lasses by recarding an spproprists
mainsmend in the coumy whese Lbe 1and is sinussed 21 any time after S compiction of a dry bole of the cessation of production on sah) wll.

If ot the expiration of the m'nuyuf- there it 0o well upom ssid Land capable of producing ol or gas, but Lezsce bas commanced operations for drilling or reworkisg

6.
therson, this lcase shall remsin in force 20 long & ars pr ‘with oo ion of more than 60 consccunve diya, whether such openation be on the same wetl or on s differest or
additioan] wel or wells, and if they result in \he production of il or gaa, 50 lang thereafier a3 o or gat is produccd from said bond. If, after the expiration of the primary werm, all wells apon said
i Les: ious for additional drilling or for reworking within 60 daya theroafter. I oy

{and should become incapable of producing for any causs, this ksse sholf oo o Lossee
drilting, sdditional drilling, or rking ions h det resull in p bon, then thia lease shall remsss i full forcs 3o loug thervalter as ol or gas is producod hereuader,
1 Lessee shall have froe use of od), gas and waior from said hand, sacept weier from Leasos's wells nad lankes, v sl operations herennde, and the royalty shall be computed aller
dedarting any 30 wsed. Lesser shafl have the right at any time during o sfler the aapimstion of thig lease 10 remove sl poperty and {lxtuses piaced by Lassee on ssid baad, inchuding the righ to deaw
and remove all casing.  When required by Leasor, Lessee will bury all pipolines on cultivated lands below ondinary plow depth, snd no well shafl be drillod within two hundred foet (200 1) of sy
residence or barm now on sid land without Lessor’s consent. Lessor shall hewe the privilege, xt his rish snd eapose, of using gas from any gas well on said band for stoves and insids lights in e
principal dweiting thereon, ot of any Rirpha g2s not needed for operations hereundes.

L B The rights of cither pasty hereundar may be assigned in whols of in part and the provisions bereof shall exsend 0 their beira, oo assignl
una....muminduwaﬁmw-mhipacum»m,maammnnmwwuwnmhﬂuiuama
nigies of Lesses: -cnommuaﬁumu&mwmmnm--nwmumuuwmwuwm-mmpwmm
with sccepiobie instruments ou centified copies thereol constilrmg the chain of title from the original lessor, lrn,mmhmmmhuduw.unq.-
iss option, pay or fendey aay royaltics of shes-in royaities i the nama of the doceased o 10 his eatate tr to bis hairs, executor or sdmunistruter wntl such time s Lesses bas boen fignichad with
evidenee astisfactory 1o lesser a1 10 the parsons entitied 10 such sute.  An assignment of thiy lease in wholk 0 in part shail, to the extexx of such assigement , reliowe and dischargs Lessoe of my
obligasions hereunder and, if Lessec or assignee of pant o pasts bereof shall fait or mate defordt in the peymeu of the proportionste part of royally of Sias-in royalty due from such Lesses of
un‘pnubﬂncwdy\nlhwolhpvvisio-dlhilmn.ndd&dlMnmuhmhuiwnmdﬂummmwmﬁﬂowu
properly comply or wake such psymenss.

9. Mhmhmmmuﬂmmwhw”dﬁm,ammww rewoching operations hereunder, or fom
producing ofl o s hm.ubb,mndmilywiuhﬁyloobninwmeqnipnunmmvial.abyom-iud’fuwm.by-yhdudumhwwnywh.tﬁu
i ol g . stharity, thea while 50 pr d, Lessor's duty shall be suspended, and lessce thall nou be fiable for taiure o comply thevewith; and this hease shell be extended whin
wnd 30 long a3 Lessos is prevealed by any sach causs trom conducting drilling or rhing joms &1 from producing off or gas b der, and the tieos while Losaes is 50 pravemed shail aot be
counted aguns Lesass, mmything in this kease 10 the contrary potwithstanding.

10, {.esn0r hereby warranes ond agress to deéew titte 10 said bend ssd agrees that lesses w its option dinchay ™t oF -’ 0
Lassoe does 50 it shall be subrogsied to such tien with the right Lo enforoe same wmmmmmh:nuum;mwmﬁuwmm
L....g'uwumdnmmu‘aly,ifdn'n_Iu-muImi-vaur'uthu’lwmind‘aunywdﬂmmumwmmhﬁwﬁm(wwwiﬂa-ihﬁ
uiﬁduw)mm:m:h--mvoy-lvy.ndml-pym.im.-nﬁuhunnymumwﬁmhmnhmﬁmﬁmmhpﬂu}yhmm
which the interess therein, f any, covered by this lease, bears to the whals and undivided foe simpie esiase therein. Should eny ons ur more of the parties nxurd above ss Lesson fhiil io exacue this
lense, it shall nevertieless be bindimg upon the perty os partics sxecwing the seme,

{1, Lnn-,iuorhéumhhnﬂmingﬂhwlhliﬁuw:ﬂwmu&rmm,hwwim.bma&hﬁlMmdlu-'
b,mrh'wnﬂn&_-"r:anwlnhhm.abyﬂmn" 8 relesse thereol of recund in the county in which said land is situsted; thatupon Leasee shall be relieved frum afl cbligations,
ex or imp! Sjrecment &1 to acraage s0 RuTendered, snd thereafior the sbus-in payable hereunder shall be redacod i proportion acreage covered boroby
reduced by sid releaso or releates. by e thet e .

THL WILLIAM JEFF GLENN AND LORA NELL SMITH GLENN REVOCABLE TRUST DATED FEBRUARY 13, 1993

R N VY,
BY: WILLIAM JE . TRUSTEE BY: LORA NELL GLENN, TRUSTEE
T Vewrs L »;,-v’n- .
o0 Al AL
veidlu. JF T

eS|




INDIVIDUAL ACKNOWLEDGMENT (New Mexico Short Form)

STATE OF NEW MEXI1CO :
COUNTY OF ,ﬁgmf 3§
@% 7
The foregoi knowledged before me this dayof el 2003, by WILLIAM JEFF
GLENN AND LORA NELL Gu.NN. 1o the capacity hertis stated.
' ) 62
P Lpirea___c 020208 _ .y Lot
i ..\“"'"lln...' Notwy Public, State of New Mexico
B HAR ", -
(,\"r l*v Xy l'/'n“‘") Printed Narme &-&g“g &,: s
f"-l. (#ﬂ ﬂ\‘ .". :
N VIFAL
i. «l\g\“‘ ol
-\"’:':c --"‘:“‘ )
s, .OF‘ﬁﬁj

RECEPTION NO1 0314331 STATE OF
NEW MEXICO, COUNTY OF -EDDY
RECORDED 1i/17/2003 10513 AM
BOOK 0530 PAGE 0728{5Jz%u44

+ COUNTY CLERK

JEAN BLENDEN
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OIL & GAS LEASE

THIS AGREEMENT made tss 20* day of Octeberr, 2083, betwese KENNETH MARK SMITH A/K/A KENNETH M. SMITH, AND WIFL, PATSY LOU SMITH, of 267
Sanith Rageh Road, Hobbs, NM 88248, herein called “Lossar™ (whethor on¢ of more) sad T. VERNE DWYER, 500 West Wall, Swite 310, Midiasd, Texas 79701 , “Lowes™

i Lessor, mtwdemandeMum Mddbwmmdﬁumd
the Lessee herein contained, hereby grunts, loeses end lets sxclisively unto Lesaco for B purpose of i _tﬂq.-dmbndmw-ﬂm
injecting gas, wasers, other Guids, and &l into subsurface srats laying pipslines, sioriay of Wmmm“umhn and other end things i
care of, treas, process, mumummnmmwhmwcoum.nwmmm

JOWNSHIP 22 SOUTH, BANGE 3 EAST

SECTION 24: SW/4 NW/4

Said tband is csumaed (0 comprine 48,00 scres, whether it acomally comprises mors or lom.
2. Subjcct tn the other provisions herein cootained, this lease shall remnin in force for & term of three (3) yesra from this date {called “primary term™) ind a3 long thermfier s ol
or s is prodeced from sid land or from tend with which snid tand is pooled.

3. The soyahies to be paid by Lesses are: (2) oo od, Muhuhqudhy&mrhuuuvduhwdl.llll' of thet provuced wmd srved from taid lsad, same w0 be dotiversd
3 the wells or to the orodit of Lrssor in the pipeling to which the wells may be d: (b) on gas, inchdi d s or other gaseous subsianoe produccd Fom said land and used off
the premises of used in the menufaccure of gasoling or other protucty, the markes value o the well of V16 of the gas wed, provided that on gas wid o ar off e premises, te voyahics shall by
J/36* of the samount realized from such saie; (c) sad ® any time when this lease s not vatidated by ather provisions bereof mnd these s 2 gas sndior condensate well op ssid land, or land pooled
therewith, bul gas or condensate is not being 30 sold or wsed and such weil is shwi-in, either before or afiey production herefrom, then om or before 50 days after said wedl is sias In, snd thereafior
wnmrusl interveds, Lesser may pay or tender an advance sbul-in royalty equai to $1.00 per net acre of Lessar’s gas acresge thea heid umday this loase by the pasty oaking such prymen or render, and
30 long 13 said shutin roysity is paid or endered, this leasc shall not terminate and § hall be considered under all clawses hereof tha gas is being producad Bom the leased pramises in paying
quasrities. Each such payment shall be paid of wendered to e party or parties who & the time of such paysent would be entitled 10 receive the royahies which would be paid under this leass if the
well were in fact producing. The p or tendes of roy»ities ar shut-in royskiss muy be made by check or drafl.  Any simely paysacar or tendey of shat-in royalty which is made in s bons Sds
-wlnnktww-m bt which 19 eoneous in whole or in part 3 10 partics of sroouts, shal aevertheless be sufficient o prevent tetination of this lexse in the same memner o3 though
» propes payment had beea made if Lesses shafl corect such erros within 30 days after lesses has received written notice thereaf by cenifiod madl Gom the party or parties eotitied © receive
peyment tageiber with such wristen instruments (or cerufied copies thercof) a3 are pecessary to enable kessee to makie proper payment.  The amoun rakized Srom the sale of yas on or off the
premizes shall be the price established by the gas sales contracred entered imo i yood faith by Lesser and gas purchaser for such term snd under such conditions & are customery ip the indwstry,
“Prics”™ shall mean the pet smount received by Lessor sfier giving effect (o appiicable reguimory arders and afior applicanion of say spplicable price adjustments spevifiod in such contract oy
regulsory orders. Lo the evem Leases compecsees, treats, punifies, ubhm-ﬁp(-hﬂ-uuuﬂwhmwm-)wmpdhupu—hﬁ-hm

perforasd,

royskty hreunder mey deduct from sach price & ressonsble charge for ench of sach Sanctions

4.  This is 2 puid-up Jease ard Lessec shall not be obligaied dwing the primary tenn hereof 1o commence or continue any operstioos of wh h or 10 ks angy
payments hereunder i order 1o mainiain this lease in forco during the primary term; bowever, this provision is 6t intended fo rolisve Lesses of the obligation to pay royalties on actual production
pursuans to the proviscns or pragraph 3 beveol

3. Leasce is herchy grantod the right and power, from (ime to time, ic pool or combine this lease, the land covered by it or any pant or harizon thereof with any otber laad,
ineral esvsies of patts tuereod for the production of ol or gne.  Units pocied bereundes shatl not exceed the standard provation uai fixed by law or by the O Conservation Dhvisica of die Energy
and Miwrels Depirtnent of the Stare of New Mexico or by any other lawfl authority for the pool or arcs i which said land is situsied, plus & wierance jo ten percest.  Latsee shall filo wrines
mldzuwmnhwmhwhdchmmbnuwadmmyhdmpndbuu-cwlmmdmhdutulhﬂnmd-dh Driliing operations ag v
production from any pan of zny such unit abafl be cousidered for ol purposes, encept the psyment of oyalty, &8 operari ducted upoe or production Som the land describod in this lease.
Thers shall be allocatad to the land covered by this lease included in any such wni that portion of the ros! producsion of pooied mimerals Som welh in the unis, sfter dedwcting any used is Jousc or
wwn—.MtﬁnudammmmwmhhhﬂMnﬂwhnmﬂwduﬁumihu Tho production 30 stiocsisd shail be
i uling the pawent or dedivary of royahty, to be the emus prodinction of pooked minersis £am the portion of said tand covered hereby and included in said woit in the
n.mumpmmuuwmmmmm Any pouled unit designstud by Leswoc, ms 2 uvided s ain, usay ba dissobved by Lazses by necording se spproprisy
insinenem in the cowdy where the land is situsred o my time afier the completion of a dry bols or the cessatian of productios ow said uail.

6. Mt e sxpiration of the pnn-ylu- M- -owﬂ upon said fand cagable of producing off or gas, but Lesses has d jons fov drifling or
od with 2

theseon, this lease shell remaim in force 30 Jong a5 of more than 60 mmmmﬂwunhmﬂumlﬁhw
Mmﬂnﬂumwﬂhynﬂ-mmdﬁup;nh. umh.aupummuu 1€ sAcr the expiration of the primary term, alf wells spon said
Lesser pow)

WMthhd‘pmm:mhmymmhnMu inate if for drilliog or for reworking within 60 deys theraafier, i amy
drilling, sdditional drilling, of reworking op der resull in p i thﬂmnumnmw-ﬂupnm A

1. ummmbu—dnﬂ.psndmlmmdhd.nnpmﬁmwlu:lhndmhllwmthﬂhmﬁ
dedncting any 30 wed. LmuMhn&snﬂ.mmMnuMmmdmmnmﬂmdhnwhlﬂ-wub&mdmhmhh
draw and remove all easing.  When required by Lessar, Lasecs wilt bury all pipetings on cubtivased liads below ordinary plow depth, and no weil shal b drilied within two bndred oot (200 8.} of
any residence of barm now o ssid bund withous Lessor's consent. Lewsor shall have the privilegs, u&ﬁumdwwhwunﬂnﬂhﬂhmnﬂ“ub

the principel dwelling thereon, ows of any surpias gas sot needed for operstions hersundey.

[ 8 mnndeMuyumn-uu-mmumwm exiend ® their beirs, chnsl and assigne;
hnnd\-uuumﬂwduhdwnhmdunﬁuhmmmhciﬂwmmwm“wbmho&mumh
nnruﬂ.a-':-dno-ddnp.&uthmebmhmmui”&nnﬁalu-b-huwbymﬂdul-m-lpmlphad'hn—
with acceprable instrwnents or cervified copies thereof constituting the chain of tithe from the original lessar. Nnyu&d-_-mdwmnhu’hﬂd‘hu-h:nnq.l
its aption, pwy or tendor ay royshies or shat-in roysities & the name of the decrased or to his estsr of 10 his beirs, eneciror or adminisorasor i such fime 83 Lesses has been faraizhed with
evidence satisfaciaty to lessee 23 10 the persons entitiad b0 such sums. An atsigamen: of this kease in whole or in pan shail, to the extent of such ssignmend, relicve and dischargs Lessee of sy
obligations muﬂuﬂumdmamhdmHum.tMmlhuymdhwqmmp!dwyﬁyummhmeL-n
nnpn:uﬁinm&-ﬂnydbcpmd!huh-.nd-d:ﬁnlMm-&am&h@--wnmd-ﬂh&wﬂ-ﬁm.qmww“
properly comply o make sech payments.

9 Should Lessee be prevemed fram complying with any express or impliod covenant of this lease, or from conds ting drilting or rhi b dev, or fam
pmhnn.dupMl’mdu&ywuﬂnﬁtyboﬁuuumwudwhmmmdhmwbuyh&nlwumh-uwaﬂ.nh'
o h'ru’m mwmgummmmmmuwuh-:wMNuMhhMmmqmumuwuw-&

[ 1] 8 pre sy cause o rking op or od sod Lessee i 50 prevenrod
counted apsina Lesara, suything in this lease 10 the conrrary otwithsianding. e the e bl b saloads

10. Lnuhaﬁywmmdwndchndnkwwdld.dwhhmunaammam montgags ar othar len
Letsex doos w0 it shall be subrogaed to such hmrben;hwmmnwummmumMuWupm:m:ﬂmmzuﬁmm
Lesses’s rights under the wauranty, rnhuInuwvnulauuuuhlhduwulnw-,mduwlunmwmmhnﬂm(wmw-m—hhﬁ
specified or not) then the royalties, ghut-in royaky, udndmm—m.uhny,mmmmuwmmha:wmhummwmmupdmbmhm
whnaum-umhmlq.:wﬂbvhhghhmmkdwhmwlmm Sbould any anc or more of the parties aamod sbove e Lassors il to exscule

this Jease, it shall severtheless be binding wpoo the perty or partics caccuring the same,

1. Milu&ummmmmmmmlmmhmm&dulan,-vhluun t Lessor or bis heiny, assigny
ww:‘ﬁuyﬁh:'u;huwuhhn,wbyph:'qunhutthndohmnhmnwhhmwunuﬂmwl;ﬂhxm:‘m
expressed or imp agrosmant 88 10 3creage 30 surrendered, and theresfier the shurin bereunder reduced propcrtics screage covered hersby
reduced by said release or releasen. vy pantie halbe e e e m »
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INDIVIDUAL ACKNOWLEDGMENT (New Meaico Shert Form)

STATE OF NEW MEXICO ' :
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Producer’ s B8-(Prodacer’ s Renised 1994) New Mexicy  .a J42P, Peid-wp

OIL & GAS LEASE

THIS AGREEMENT made this 2* day of October, 2003, berwesn WILLIAM C. SMITH A/K/A WILLIAM CREED SMITH, AND WIFE, NANCY SMITH, of P.O. Box
727, Lovington, NM 88268, berein caliod “Lessor™ (whether one or more) and T. VERNE DWYLR, S00 West Wall, Suin 310, Midiagd, Texsy 7991, "Lessas™

1. WUMMMMMIMDGLARSHMMWMMEM lew.ddhmh Provided and of the ags of
i ﬁuumh-uwnhd-ﬂp.

the Leasos heseia containad, hereby grants, lesses end bes cxclusively unto Lester for the purpose of inves!ign
uwumqps.wmmm&.-ﬂummmmmm-mdhmmmqumwmwmmdmmhpa&m&

care of, trout, process, gore and transpon sid ks, the ing ibod hnd in EDDY COUNTY, NEW MEXICO, to-wit

TOWNSHIP 22 SOUTH, RANGE 30 EAST

SECTION 24: SW/H NWH

Said land b extinmted W comprise 40.00 scres, whether it actually comprises more or less.

2. Subjuctw the orber provisions terc:n contined. this lexse sbafi remain in forcs for 2 term of thirer (3) years from tirs dats (called “prumary tern™) and es long thereadler as ol
or gas is produced froem seid lend or fram land with which said land is pocisl
The roysities w be paid by Lesses ire: {a) oo ofl, Muhrwdhy&nwbu-nnduunl.llu‘ of they produced sad waved from said land, same 10 be deliversd

3.
21 the wells or 10 the credit of Lesaor in the pipeline to which the wells may be d; (b)on ges, di ghead gas or other gasoous sabstaties produced from sxid tand and wsed off the
of gasolime o7 other products, the marker -lu-u-eﬂolllu“ of the gas used, pravided thas oo gas sold on or off the presnises, the royalties shall be ¥16®

ises or used it the
anhemmlmdia--dlah (c) and & any tims when this lease is por validsted by orher mrovisions heseof and there i3 » gas and/or condensate well 0n sad land, or lxnd pooled therwwith,
bur gas or condensase i not being 80 30id or used ood such wedl is thut-in, ither before or afier procuction therefrom, then oo or befors 90 deys efter said well is St in, and thereafter ot ancaal
nmvdchuumyptywmdnndwmm-nmymynudnﬂMwn—md‘u’ulpmplhhﬂu&muw&mntq-ﬂmwnﬁ,ndnh
as said shut-in royahty is paid or lendered, this lease abal) ot lermirmte rnd it shall be consideved under o] clauses hereof that gas is being p d from the P 7Y quantitien.
Mudpymld\-nhpdumhdwhmcp‘mu-bummutmﬁp-ynmmuhmuummuvwhvﬂammhpdnhhlulﬁudmh
fact producing. The payment or 1cndes of Toyaltits or shasi-in royaliies may be made by check o drafl. Acy timely payment of tender of shxt-in royalty which is made ks & bons fide amempt 08
make proper payment, bus which is erroncons in whole of in part as o parties or amoutss, shall icvostheless be sufficient to preveat termination of this iease in the same manner 2 though » proper
paymem bad been made  Lessee shall correet such ervor within 30 days afles lessce has received writren notice thereof by cenified msl from the party or parties entithed 1o receive paysoens Koyziher
with such writien instruments (or cemified copies thareod) as ars necessary to susbie lesses to make proper psymest. The amoont realized Bom the sale of gxs op o of the premises shafl be the
wcaﬂuuwhpwmmmhmhnwm—Mmmhndmmmudm-nmntm “Price™ shafl mean the

specifiod b datory arders. In the svern

wet amout received by Lessee sfter giving «ffecs 10 applicable regulaiory orders snd sfier sppli of any price o
Lesace compresses, resty, purifies, or mmp(m-ammmm)ampwmwmm— ing royshy h wouy dechue from
such price » reasouzbie charge for each of sech fimotions performed.

4. Thiais e paid-up lease and Lessoe sholl 001 be obligated during the primary term bereof © or continue amy ions of whatsoover ck or 10 make sy p
bereundes in order to maintin this lesse in force during the primary term; however, Mmh-ahuﬂdwmunud*‘ igath pay ies on acvual productios p

the provisions o parsgreph 3 hereol
s, Lexzee is hereby granted the right and power, from tims 10 tme, 1 pool ar combine this lease, the land covered by it or sy part o7 horizon thereof with ary other buod,

minesal cstates o1 parts thereod for rhe production of o2 or gas.  Units pocled hereunder shall not encesd the stundard presssion wnit fixed by lsw o7 by the O Consesvation Division of the Enevgy
a0d Mincrals Deparnnent of the State of New Mexico of by ady other vwil authority for the pool o eres in which aaid land is situatod. plus 5 tolerance 10 e peromst. Lesser shafl Skt writeen undl
hp.mh&nﬂynwbﬁhwmmnbud-dsmmmyhdwﬁtmmnmnﬂuhhhnunﬂ.hmd* Drilting opcrations o8 of
production froen smy pert of sy such unit shall be considered for ofl parposss, sxcept the peyment of royalty, as op son from the land described io thiy lesse.
Thm.rdlbunoeaecmdnl.mdmedbymh:MuuymmMpmmdunﬂpﬁmdeMwhnh‘ththh.u
unit operatioes, which the mer ol o gas acreags in the kand covered by this lease incheded in the it beans 10 the 1o Bumbey of surface actos in the ookt The production 30 sliocstod shall by

idered for ot including the payme ox delivery of royalty, s be the entirg production of pooled tinciah from the partion of sid land covered bersby and inclheded in sid unis i the
same meney as ough produced from wid lasd undev the termp of thia leass.  Any pooled ouit designatsd by Lansee, x8 provided hesein, may be dissolved by Lasses by recordiag an appropriate
instrwment i the county where the lnd is sinussed a1 any timae after e complerion of 8 &y hole or the cesvativa of production oo said wad,

& i uthe expiration of the primary senn theve is 1o well upon s2id kand capsble of producing ol or gas, bt Leasce bes commeneed operstions for drilling or reworking
1hereon, this Jense shall remain i foroe so lony 8 operations sre d with po ion of more than 60 consevutive days, whethar such operation be on the same well or 00 & differvas or
mnmlwdcutm-d{m’manhpmddwp,wh‘ lhaul.unlupnpodwdbmndhd. v-ﬁauwd&mnﬂﬂwﬂ
wlbddbxmmdmhqmmluum“ iness if Losses for additionsl drilfiag or for rewarking withio 60 days thersather, If ay
drilting, additions) drilling, o reworking nasub in production, thea this ioase shal) remain i full Jorcs 30 long thereafiay 23 oif o gas in produced bereunder.

7 Lasses shal) have free wse of i, gas snd waser from said land, except waser from Lassor’s wells ond tanka, for all operstions hereundes, and the roysity shall bo computed afier

deducting any so used. Ln-Mmnnn;uumymuM-ga-l\auWdhuwmmmdmwuu—udmmumnh

and remove ofl casing. When required by Lassor, Mﬂmwwumcwmmwtmwmdn-ﬂdﬂhtﬁd-mtwhndndbelﬂmﬁ.)dq

residence or barn now on 3aid land withows Lessar’s consend.  Lessor shall have the privilege. ol his rick and expeass, of using gas Srom eny gas well 0o said land for stoves and inside tighn bo the
bereunder.

principal dwelling thareon, oct of ey swrphs gas not needed for operations

The rights of ciler perty hereunder may be assignod in whole or io part and the provisions hereof shall exend 10 their hairs, h and assigns;
hnund-u:-dna-nmhpd’lhcIndumlho-nmhpu(umhbmdxmucmnmmlummnﬂwumnmh%muﬂmnubh
rigts of Lesece: Mmmetmhnthwhu-hmmnﬁ”hﬁnhbhhﬁm“hﬁﬂdnﬂl“lmﬂndm
with sccepuable insirusients or Gentified copies thereaf comtiruting the chain of titie from the origioal lexsor. 1 any such change in Ownership ocewrs tyrough the death of the owar, Lesseo emy, 88
nmplyuunhnymynhaanam-:hnu-dhduundamﬁnn-unmmamcmmmhnmh-huhﬂﬁdwﬂ

evidence satisfoctary 10 lexsee us 10 the persons emitled to such sums.  An assignment of this leese i whole or in part shell, 1o the exsont of such aesigzanets , selisve and dischargs Levsey of oy
obligations hnudu-d.ﬂ.-setcnuyuo(mawuhuwflhlHunhbhinhpymdhmﬂdmummhhnﬁwu
aniignes o fail 1o comply with any of the provisions of this leass, such defaubr shall no1 sBsct this e insofar & it cOvers » pars of said lands upon which Lessoe or any assignoe theseof shall

properly vomply or make such paymenty.

9. Should Lesses be prevented from complying with sty express or inplied covenam of this lesse, or Som conducting drilling ar i b der, or fom
pini:ngoilam mwnmdumwmmnohmwmmwwuu&whmdhmwuqhﬁiw“haqcﬁ nale of
lhnwhiwpu-umd.l.au‘lduylhlhnq:ﬂhl.dhudiluhhﬂzhﬂm&wlyhvﬁ.nihmﬂhmﬁ
ions ox from producing od or ges herpunder; and the tme while Leasos is 50 prevepted shall noy be

wnh.llhn-uwwn“byny-zien-hn g drilliag or king op
counted againg mm-#-h—numm

10. hﬂhﬁymdwh&ﬁﬂlﬂhwnﬂhﬂmﬂwnMuhlwwmdﬁ-mmmawkwum and iv the ovent
unumuluuMl-uhupudu-ndhn--hmn#mm.wummmummymmwnmmmﬂhbnnh-and-udyﬁgu-. Withou ioypmirmont of
Lessee’s nighis under the warnnty, lmu-umnhmnuafcphmun)md-dhﬂhmhmuduﬂﬁ“hnq*m(mw:mbh-
specificd of 8o) then the roysities, shut-in roysky, and athes payments, if any, accrizing from any part s io which tis lcase covers less than such full interest, shafl be paid coly i the proportios
which the interes therein, f ay, covered by this lease, bears 10 the whole and undivided fao simple caiate therein.  Should any ons or move of the pantios narned sbove as Lexsors s 10 exccwss tis
lcxse, it shail nevertheiens be binding upon the perty or panies sxacuting the sarme.

1), Lessex, its or bis succossors, beirs and assigns, shall have the riyht 3t &y time 10 susmender this loase, in whols or in pert, 10 Lessor or bis heirs, successons snd asigne
by detivering or mailing » relcase thercof 10 the Lessor, or by placing a release thereof of record in the county in which suid lend Is siruased; thereupon Lassee shall be relieved from sll cbiigations,
exprexsed of implicd, of this agreement a3 (0 acreage 80 survendered, and thercafies the slru-in foyalty paysbie hereunder shull be reduood in the propurtion that the acreags covered beveby i

reduced by said relanse or releasos.

he Vi - .
i O S H “Alponey SemiZZ .
WILLIAM C. S NANCY SMITH
rroctiae 2o
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INDIVIDUAL ACKNOWLEDGMENT (New Mexico Short Form)

STATE OF NEW MEXICO :

COUNTYOF _ g )
The foregoing i wes scknowiedyed betoreme tie__14tH 4y or_ OCTOBER 200, by WILLIAM C.
. 4,““ul_'u,' M
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INDIVIDUAL ACKNOWLEDGMENT (New Mexico Sbort Form)

STATE OF NEW MEX1CO [

§

COUNTY OF LEA ]
The foregoing instrument was scknowiedged before me this__14th dsyof _ OCTOBER 2003, by NANCY SMTTR.
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b Crondoghs Bt DICESBER. 11, 2005
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