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April 30, 2007 

Jessie L. Wissler, Agent for 
Frank Free 
7 N. Calvert Street 
Baltimore, MD 21202 

Re: Pyramid #1 
W/2 of Section 31, Township 14 South, Range 38 East 
Lea County, New Mexico 

Dear Ms. Wissler: 

According to our title research Frank Free owns an undivided 2.0005 net mineral acre under the 
above described lands. Enclosed is an Oil and Gas Lease for your review. The terms of this 
lease are a $100.00 bonus consideration, three (3) year primary term and one-fifth (1/5) royalty. 
Please be advised that our client, Cimarex Energy Co., proposes to drill a horizontal Wolfcamp 
test at the following location in Section 31, Township 14 South, Range 38 East, Lea County, 
New Mexico: 

• Surface Hole Location: 2210' FSL & 430' FWL 
• Bottom Hole Location: 330'FSL & 430'FWL 

Enclosed is a detailed AFE reflecting estimated well costs. 

If you wish to participate and pay your proportionate share of well costs, please execute the AFE 
and return to the undersigned as soon as possible. Otherwise, in lieu of being subject to a 
compulsory pooling, you have the option to lease your minerals at the terms listed above. 

Please do not hesitate to contact us with any questions. We look forward to your response. 



AUTHORIZATION FOR EXPENDITURE 

COMPANY ENTITY 

Cimarex Energy Co. 
DATE PREPARED 

March 8, 2007 
j REGION 

Permian 

WELL NAME 

Pyramid 

WELL NO 

1 

PROSPECT OR FIELD NAME 

Star-Denton 

PROPERTY NUMBER . DRILLING AFE NO. 

LOCATION SHL 2210' FSL & 430' FWL 

BHL 330' FSL & 430' FWL 
Sec 31.T14S, R38E 

COUNTY 

Lea 

STATE 

New Mexico 

TYPE WELL 

OIL X EXPL X 

GAS PROD 

ORIGINAL ESTIMATE X 

REVISED ESTIMATE 

SUPPLEMENTAL ESTIMATE 

EST. START DATE EST. COMP. DATE FORMATION EST. TD 

9800 TVD 
11600' MD 

PROJECT DESCRIPTION: 
Drill and complete a horizontal wolfcamp well. 

INTANGIBLES 

Intangible Drilling Costs 
Intangible Completion Costs 
TOTAL INTANGIBLE COSTS 

TANGIBLES 
Well Equipment 
Lease Equipment 
TOTAL TANGIBLE WELL COST 

PLUG AND ABANDON COST 

TOTAL WELL COST: 

DRY HOLE 
COST 

$2,463,180 

2,463,180 

132,000 

132,000 

60,000 

$2,655,180 

AFTER 
CASING POINT 

712,750 
712,750 

474,000 
84,000 

558,000 

(60,000) 

$1,210,750 

COMPLETED 
WELL COST 

$2,463,180 
712,750 

Comments on Well Costs: 
1! All tubulars, well or lease equipment is priced by COPAS and CEPS guidelines using the Historic Price Multiplier. 

3,175,930 

606,000 
84,000 

690,000 

$3,865,930 

WELL CONTROL INSURANCE: 

Unless otherwise indicated below, you, as a non-operating working interest owner, agree to be covered by Operator's well control 
insurance procured by Operator so long as Operator conducts operations hereunder and to pay your prorated share of the premiums 
therefore. If you elect to purchase your own well control insurance, you must provide a certificate of such insurance acceptable to 
Operator, as to form and limits, at the time this AFE is returned, if available, but in no event later than commencement of drilling 
operations. You agree that failure to provide the certificate of insurance, as provided herein, will result in your being covered by 
insurance procured by Operator. 

I elect to purchase my own well control insurance policy. 

Well control insurance procured by Operator, provides, among other terms, for $20,000,000 (100% W.I.) of Combined Single Limit 
coverage for well control and related redrilling and clean-up/pollution expense covering drilling (through completion) with a 
$1,000,000 (100% W.I.) deductible. 

Comments on AFE 

The above costs are estimates only and anticipate trouble free operations without any foreseeable change in plans. The actual costs 
may exceed the estimated costs without affecting the authorization for expenditure herein granted. By approval of this AFE, the 
working interest owner agrees to pay its proportionate share of actual legal, curative, regulatory and well costs under term of the joint 
operating agreement, regulatory order or other applicable agreement covering this well. 

WALUEI 

CIMAREX ENERGY CO. APPROVAL 
PREPARED BY DRILLING AND COMPLETION MANAGER REGIONAL MANAGER 

Mark Audas, Sr. Drilling/Completion Engineer Doug Park, Mgr Drilling/Completion Operations Roger Alexander, Regional Manager 
Permian Basin Offshore and Permian Regions Permian Basin 

JOINT INTEREST APPROVAL 

4/16/2007 11:51 AM 



PROJECT COST ESTIMATE 

LEASE NAME: Pyramid WELL NO.: 

I N T A N G I B L E S 

D R Y H O L E 

C O S T 

A F T E R C A S I N G 

Codes POINT 

C O M P L E T E D 

W E L L C O S T 

ROADS & LOCATION PREPARATION / RESTORATION $100,000 $8,000 $108,000 

DAMAGES $4,000 $1,000 $5,000 

MUD/FLUIDS DISPOSAL CHARGES $20,000 $20,000 0,000 

DAY RATE 46 DH DAYS 5 ACP DAYS « 17430 PER DAY $801,780 $87,150 $888,930 

MISC PREPARATION COST (mouse hole, rat hole, pads, pile clusters, misc.) $8,000 !,000 

BITS $100,000 $1,000 $101,000 

FUEL $2.20 PER GALLON $111,000 $11,000 122,000 

WATER / COMPLETION FLUIDS $32,200 $25,000 $57,200 

MUD & ADDITIVES $64,400 $64,400 

SURFACE RENTALS $69,000 $45,000 $114,000 

DOWNHOLE RENTALS $144,000 $10,000 $154,000 

FORMATION EVALUATION (DST, Coring including evaluation, G&G SERVICES) 

MUD LOGGING 37 DAYS @ $900 PER DAY $47,000 $47,000 

OPEN HOLE LOGGING $65,000 $65,000 

CEMENTING & FLOAT EQUIPMENT $50,000 $40,000 $90,000 

TUBULAR INSPECTIONS $5,000 $2,500 $7,500 

CASING CREWS $12,000 $15,000 $27,000 

EXTRA LABOR, WELDING, ETC. $27,600 $5,000 $32,600 

LAND TRANSPORTATION (Trucking) $32,200 $7,000 $39,200 

SUPERVISION $51,000 $18,000 $69,000 

TRAILER HOUSE/CAMP/CATERING $17,000 $2,500 $19,500 

OTHER MISC EXPENSES $5,000 $5,000 $10,000 

OVERHEAD $14,000 $4,200 $18,200 

REMEDIAL CEMENTING 

MOB/DEMOB $150,000 $150,000 

DIRECTIONAL DRILLING SERVICES 22 DAYS 9500 PER DAY $209,000 $209,000 

DOCK, DISPATCHER, CRANE 

MARINE & AIR TRANSPORTATION 

SOLIDS CONTROL $166,000 $166,000 

WELL CONTROL EQUIP (Snubbing services) $28,000 $16,800 $44,800 

FISHING & SIDETRACK OPERATIONS 

COMPLETION RIG 14 DAYS( 4400 PER DAY $61,600 $61,600 

COIL TUBING DAYS @ PER DAY 

COMPLETION LOGGING, PERFORATING, WL UNITS, WL SURVEYS $35,000 $35,000 

STIMULATION $220,000 $220,000 

LEGAL/REGULATORY/CURATIVE $10,000 $10,000 

WELL CONTROL INSURANCE $0.35 PER FOOT $3,000 $3,000 

CONTINGENCY 5% OF DRILLING INTANGIBLES $117,000 $32,000 $149,000 

CONSTRUCTION FOR WELL EQUIPMENT $1,000 $1,000 

CONSTRUCTION FOR LEASE EQUIPMENT $39,000 $39,000 

CONSTRUCTION FOR SALES P/L 

MpjjgijOiMgiBii COST f2S4 63,180 •$712,750 •j $3,175,930 

T A N G I B L E - W E L L E Q U I P M E N T 

C A S I N G SIZE FEET $/FOOT 

DRIVE PIPE 20" 40 100.00 4,000 1,000 

CONDUCTOR PIPE 

WATER STRING 

SURFACE CASING 13-3/8" 250 42.00 DWEB.140 11,000 $11,000 

INTERMEDIATE CASING 8-5/8" 4,500 23.40 105,000 $105,000 

DRILLING LINER 

DRILLING LINER 

PRODUCTION CASING OR LINER 5 1/2" 156,000 $156,000 

PRODUCTION TIE-BACK 

TUBING 2 7/8" 12,000 6.50 78,000 $78,000 

N/C WELL EQUIPMENT ),000 ),000 

WELLHEAD, TREE, CHOKES 12,000 $28,000 $40,000 

LINER HANGER, ISOLATION PACKER 

PACKER, NIPPLES $110,000 $110,000 

PUMPING UNIT, ENGINE $78,000 $78,000 

LIFT EQUIPMENT (BHP, Rods, Anchors) DLEQ.105 $15,000 $15,000 

T A N G I B L E - L E A S E E Q U I P M E N T 

N/C LEASE EQUIPMENT $44,000 $44,000 

TANKS, TANKS STEPS, STAIRS •LEQ.120 $21,000 $21,000 

BATTERY (Heater Treater, Separator, Gas Treating Equipment) $18,000 $18,000 

FLOW LINES (Line Pipe from wellhead to central facility) DLEQ.130 $1,000 51,000 

OFFSHORE PRODUCTION STRUCTURE FOR FACILITIES 

PIPELINES TO SALES 

it ^$132,00(1 V>';; $558-000 ^,$690,000 

P&A COSTS (60,000) 

•$i;2i,o;75,o i . $3,865-93QI 



OIL & GAS LEASE 
THIS AGREEMENT made this 30th day of April 2007, between Jessie L. Wissler, Agent for Frank Free, as Lessor (whether one or more), whose address is 
7 N. Calvert Street, Baltimore, MD 21202, and Shaw Interests, Inc. whose address is 310 W. Wall St., Stc. 305, Midland, Texas 79701, Lessee, 

WITNESSETH: 

1. Lessor, 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 the Lessee herein contained, hereby grants, leases and lets exclusively unto Lessee for the purpose of investigating, exploring, prospecting, drilling, and 
operating for and producing oil and gas, injecting gas, waters, other fluids, and air into subsurface strata, laying pipelines, storing oil, 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 following described land in 
Lea County, New Mexico, to-wit: 

Township 14 South. Range 38 East 
W/2 of Section 31 

Township 15 South. Range 38 East 
Lots 3, 4, S/2NW/4, N/2SW/4, SW/4NE/4 and NW/4SE/4 of Section 6 

Said land is estimated to comprise 640.15998 acres, whether it actually comprises more or less. 

2. Subject to the other provisions herein contained, this lease shall remain in force for a term of Three (3) years from this date (called "primary term") and as long 
thereafter as oil or gas is produced from said land or from land with which said land is pooled. 

3. The royalties to be paid by Lessee are: (a) on oil, and other liquid hydrocarbons saved at the well, one-fifth (175) of that produced and saved from said land, same to 
be delivered at the wells or to the credit of Lessor in the pipeline to which the wells may be connected; (b) on gas, including casinghead gas or other gaseous substance 
produced from said land and used off the premises or used in the manufacture of gasoline or other products, the market value at the well of one-fifth (1/5) of the gas 
used, provided that on gas sold on or off the premises, the royalties shall be one-fifth (1/5) of the amount realized from such sale; (c) and at any time when this lease is 
not validated by other provisions hereof and there is a gas and/or condensate well on said land, or land pooled therewith, but gas or condensate is not being so sold or 
used and such well is shut in, either before or after production therefrom, then on or before 90 days after said well is shut in, and thereafter at annual intervals, Lessee 
may pay or tender an advance shut-in royalty equal to $1.00 per net acre of Lessor's gas acreage then 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 it shall be considered under all clauses hereof that gas is being produced from 
the leased premises in paying quantities. Each such payment shall be paid or tendered to the party or parties who at the time of such payment would be entitled to 
receive the royalties which would be paid under this lease if the well were in fact producing. The payment or tender of royalties and shut-in royalties may be made by 
check or draft. Any timely payment or tender of shut-in royalty which is made in a bona fide attempt to make proper payment, but which is erroneous in whole or in 
part as to parties or amounts, shall nevertheless be sufficient to prevent termination of this lease in the same manner as though a proper payment had been made if 
Lessee shall correct such error within 30 days after Lessee has received written notice thereof by certified mail from the 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 of gas 
on or off 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 to applicable regulatory orders and after 
application of 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 off the leased "premises) or transports gas off the leased premises, Lessee in computing royalty hereunder may deduct from such price a reasonable 
charge for each of such functions performed. 

4. This is a paid-up lease and Lessee shall not be obligated during the primary term hereof to commence or continue any operations of 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 to relieve Lessee of the obligation 
to pay royalties on actual production pursuant to the provisions of Paragraph 3 hereof. 

5. Lessee is hereby granted the right and power, from time to time, to pool or combine this lease, the land covered by it or any part or horizon thereof with any other 
land, leases, mineral estates or parts thereof for the production of oil or gas. Units pooled hereunder shall not exceed the standard proration unit fixed by law or by the 
Oil Conservation Division of the Energy and Minerals Department of the State of New Mexico or by any other lawful authority for the pool or area in which said land is 
situated, plus a tolerance of ten percent. Lessee shall file written unit designations in the county in which the premises are located and such units may be designated 
from time to time and either before or after the completion of wells. Drilling operations on or production from any part of any such unit shall be considered for all 
purposes, except the payment of royalty, as operations conducted upon or production from the land described in this lease. There shall be allocated to the land covered 
by this lease included in any such unit that portion of the total production of pooled minerals from wells in the unit, after deducting any used in lease or unit operations, 
which the net oil or gas acreage in the land covered by this lease included in the unit bears to the total number of surface acres in the unit. The production so allocated 
shall be considered for all purposes, including the payment or delivery of royalty, to be the entire production of pooled minerals from the portion of said land covered 
hereby and included in said unit in the same manner as though produced from said land under the terms of this lease. Any pooled unit designated by Lessee, as 
provided herein, may be dissolved by Lessee by recording an appropriate instrument in the County where the land is situated at any time after the completion of a dry 
hole or the cessation of production on said unit. 

6. If at the expiration of the primary .term there is no well upon said land capable of producing oil or gas, but Lessee has commenced operations for drilling or 
reworking thereon, this lease shall remain in force so long as operations are prosecuted with no cessation of more than 60 consecutive days, whether such operations be 
on the same well or on a different or additional well or wells, and if they result in the production of oil or gas, so long thereafter as oil or gas is produced from said land. 
If, after the expiration of the primary term, all wells upon said land should become incapable of producing for any cause, this lease shall not terminate if Lessee 
commences operations for additional drilling or for reworking within 60 days thereafter. If any drilling, additional drilling, or reworking operations hereunder result in 
production, then this lease shall remain in full force so long thereafter as oil or 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 all operations hereunder, and the royalty shall be 
computed after deducting any so used. Lessee shall have the right at any time during or after the expiration of this lease to remove all property and fixtures placed by 
Lessee on said land, including the right to draw and remove all casing. When required by Lessor, Lessee will bury all pipe lines on cultivated lands below ordinary 
plow depth, and no well shall be drilled within two hundred feet (200 ft.) of any residence or barn now on said land without Lessor's consent. Lessor shall have the 
privilege, at his risk and expense, of using gas from any gas well on said land for stoves and inside lights in the principal dwelling thereon, out of any surplus gas not 
needed for operations hereunder. 

8. The rights of either party hereunder may be assigned in whole or in part and the provisions hereof shall extend to their heirs, executors, administrators, successors 
and assigns; but no change in the ownership of the land or in the ownership of, or rights to receive, royalties or shut-in royalties, however accomplished shall operate to 
enlarge the obligations or diminish the rights of Lessee; and no such change or division shall be binding upon Lessee for any purpose until 30 days after Lessee has 
been furnished by certified mail at Lessee's principal place of business with acceptable instruments or certified copies thereof constituting the chain of title from the 
original Lessor. If any such change in ownership occurs through the death of the owner, Lessee may, at its option, pay or tender any royalties or shut-in royalties in the 
name of the deceased or to his estate or to his heirs, executor or administrator until such time as Lessee has been furnished with evidence satisfactory to Lessee as to the 
persons entitled to such sums. An assignment of this lease in whole or in part shall, to the extent of such assignment, relieve and discharge Lessee of any obligations 
hereunder and, if Lessee or assignee of part or parts hereof shall fail or make default in the payment of the proportionate part of royalty or shut-in royalty due from such 
Lessee or assignee or fail to comply with any of the provisions of this lease, such default shall not affect this lease insofar as it covers a part of said lands upon which 
Lessee or any assignee thereof shall properly comply or make such payments. 

9. Should Lessee be prevented from complying with any express or implied covenant of this lease, or from conducting drilling or reworking operations hereunder, or 
from producing oil or gas hereunder by reason of scarcity or inability to obtain or use equipment or material, or by operation of force majeure, or by any Federal or state 
law or any order, rule or regulation of governmental authority, or governmental inactivity, 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 drilling or 
reworking operations or from producing oil or gas hereunder; and the time while Lessee is so prevented shall not be counted against Lessee, anything in this lease to the 
contrary notwithstanding. 



10. Lessor hereby warrants and agrees to defend the title to said land and agrees that Lessee at is option may discharge any tax, mortgage or other lien upon said land, 
and in the event Lessee does so it shall be subrogated to such lien with the right to enforce same and to apply royalties and shut-in royalties payable hereunder toward 
satisfying same.' Without impairment of Lessee's rights under the warranty, if this lease covers a less interest in the oil and gas in all or any part of said land than the 
entire and undivided fee simple estate (whether Lessor's interest is herein specified or not) then the royalties, shut-in royalty, and other payments, if any, accruing from 
any part as to which this lease covers less than such full interest, shall be paid only in the proportion which the interest therein, if any, covered by this lease, bears to the 
whole and undivided fee simple estate therein. Should any one or more of the parties named above as Lessors fail to execute this lease, it shall nevertheless be binding 
upon the party or parties executing the same. 

11. Lessee, its or his successors, heirs and assigns, shall have the right 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, or by placing a release thereof of record in the county in which said land is situated; thereupon Lessee 
shall be relieved from all obligations, expressed or implied, of this agreement as to acreage so surrendered, and thereafter the shut-in royalty payable hereunder shall be 
reduced in the proportion that the acreage covered hereby is reduced by said release or releases. 

Executed the day and year first above written. 

Jessie L. Wissler, Agent for Frank Free 

ACKNOWLEDGMENT 

STATE OF MARYLAND § 
§ 
§ COUNTY OF 

This instrument was acknowledged before me on the day of 2007, by Jessie L. Wissler, Agent for 

Frank Free. 

Notary Public, State of Maryland 

My Commission Expires: 
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April 17, 2007 

Jessie L. Wissler, Agent for 
Frank Free 
851 Munsey Building 
Baltimore, MD 21240 

Re: Pyramid #1 
W/2 of Section 31, Township 14 South, Range 38 East 
Lea County, New Mexico 

Dear Ms. Wissler: 

In conjunction with our proposal of April 11, 2007 to lease Frank Free's undivided mineral 
interest in the above described lands, please be advised that our client, Cimarex Energy Co., 
proposes to drill a horizontal Wolfcamp test at the following location in Section 31, Township 14 
South, Range 38 East, Lea County, New Mexico: • 

. Surface Hole Location: 2210' FSL & 430' FWL 

. Bottom Hole Location: 330'FSL & 430'FWL 

Enclosed is a detailed AFE reflecting estimated well costs. 

If you wish to participate and pay your proportionate share of well costs, please execute the AFE 
and return to the undersigned as soon as possible. Otherwise, in lieu of being subject to a 
compulsory pooling, you have the option to lease your minerals at the terms previously proposed 
being: 

• $100/Acre, 1/5 Royalty, 3 years 

Please do not hesitate to contact us with any questions. We look forward to your response. 

Maner B. Shaw 

Sincerely, 

SHAW INTERESTS 

City. State'ZIP+4 



AUTHORIZATION FOR EXPENDITURE 

COMPANY ENTITY 

Cimarex Energy Co. 
DATE PREPARED 

March 8, 2007 
, REGION 

Permian 

WELL NAME 

Pyramid 

WELL NO 

1 

PROSPECTOR FIELD NAME 

Star-Denton 

PROPERTY NUMBER DRILLING AFE NO. 

LOCATION SHL 2210' FSL & 430' FWL 

BHL 330' FSL & 430' FWL 
Sec31,T14S, R38E 

COUNTY 

Lea 

STATE 

New Mexico 

TYPE WELL 

OIL X EXPL X 

GAS PROD 

ORIGINAL ESTIMATE X 

REVISED ESTIMATE 

SUPPLEMENTAL ESTIMATE 

EST. START DATE EST. COMP. DATE FORMATION EST. TD 

9800 TVD 
11600' MD 

PROJECT DESCRIPTION: 
Drill and complete a horizontal wolfcamp well. 

INTANGIBLES 

Intangible Drilling Costs 
Intangible Completion Costs 
TOTAL INTANGIBLE COSTS 

TANGIBLES 
Well Equipment 
Lease Equipment 
TOTAL TANGIBLE WELL COST 

PLUG AND ABANDON COST 

TOTAL WELL COST: 

DRY HOLE 
COST 

$2,463,180 

2,463,180 

132,000 

132,000 

60,000 

$2,655,180 

AFTER 
CASING POINT 

712,750 
712,750 

474,000 
84,000 

558,000 

(60,000) 

$1,210,750 

COMPLETED 
WELL COST 

$2,463,180 
712,750 

Comments on Well Costs: 
11 All tubulars, well or lease equipment is priced by COPAS and CEPS guidelines using the Historic Price Multiplier. 

3,175,930 

606,000 
84,000 

690,000 

$3,865,930 

WELL CONTROL INSURANCE: 

Unless otherwise indicated below, you, as a non-operating working interest owner, agree to be covered by Operator's well control 
insurance procured by Operator so long as Operator conducts operations hereunder and to pay your prorated share of the premiums 
therefore. If you elect to purchase your own well control insurance, you must provide a certificate of such insurance acceptable to 
Operator, as to form and limits, at the time this AFE is returned, if available, but in no event later than commencement of drilling 
operations. You agree that failure to provide the certificate of insurance, as provided herein, will result in your being covered by 
insurance'procured by Operator. 

I elect to purchase my own well control insurance policy. 

Well control insurance procured by Operator, provides, among other terms, for $20,000,000 (100% W.I.) of Combined Single Limit 
coverage for well control and related redrilling and clean-up/pollution expense covering drilling (through completion) with a 
$1,000,000 (100% W.I.) deductible. 

Comments on AFE 

The above costs are estimates only and anticipate trouble free operations without any foreseeable change in plans. The actual costs 
may exceed the estimated costs without affecting the authorization for expenditure herein granted. By approval of this AFE, the 
working interest owner agrees to pay its proportionate share of actual legal, curative, regulatory and well costs under term of the joint 
operating agreement, regulatory order or other applicable agreement covering this well. 

SVALUEI 

CIMAREX ENERGY CO. APPROVAL 
PREPARED BY 

Mark Audas, Sr. Drilling/Completion Engineer 
Permian Basin 

DRILLING AND COMPLETION MANAGER 

Doug Park, Mgr Drilling/Completion Operations 
Offshore and Permian Regions 

REGIONAL MANAGER 

Roger Alexander, Regional Manager 
Permian Basin 

JOINT INTEREST APPROVAL 
COMPANY BY DATE 

4/16/2007 11:51 AM 



P R O J E C T C O S T E S T I M A T E 

L E A S E N A M E : P y r a m i d WELL NO.: 

I N T A N G I B L E S 

D R Y H O L E 

C O S T 

A F T E R C A S I N G 

Codes POINT 

C O M P L E T E D 

W E L L C O S T 

ROADS & LOCATION PREPARATION / RESTORATION DIDC.100 $100,000 i,000 $108,000 

DAMAGES DIDC.105 $4,000 $1,000 $5,000 

MUD/FLUIDS DISPOSAL CHARGES $20,000 $20,000 $40,000 

DAY RATE 46 DH DAYS .5 ACP DAYS ( 17430 PER DAY $801,780 $87,150 $888,930 

MISC PREPARATION COST (mouse hole, rat hole, pads, pile clusters, misc.) $8,000 1,000 

BITS $100,000 $1,000 $101,000 

FUEL $2.20 PER GALLON $111,000 $11,000 $122,000 

WATER / COMPLETION FLUIDS $32,200 $25,000 $57,200 

MUD & ADDITIVES $64,400 $64,400 

SURFACE RENTALS $69,000 $45,000 $114,000 

DOWNHOLE RENTALS DIDC.155 $144,000 $10,000 $154,000 

FORMATION EVALUATION (DST, Coring including evaluation, G&G SERVICES) DIDC.160 

MUD LOGGING 37 DAYS @ $900 PER DAY $47,000 $47,000 

OPEN HOLE LOGGING $65,000 $65,000 

CEMENTING & FLOAT EQUIPMENT $50,000 $40,000 $90,000 

TUBULAR INSPECTIONS $5,000 $2,500 $7,500 

CASING CREWS $12,000 $15,000 $27,000 

EXTRA LABOR, WELDING, ETC. $27,600 $5,000 $32,600 

LAND TRANSPORTATION (Trucking) $32,200 DICC.175 $7,000 $39,200 

SUPERVISION $51,000 $18,000 $69,000 

TRAILER HOUSE/CAMP/CATERING $17,000 $2,500 $19,500 

OTHER MISC EXPENSES $5,000 $5,000 $10,000 

OVERHEAD $14,000 $4,200 $18,200 

REMEDIAL CEMENTING 

MOB/DEMOB $150,000 $150,000 

DIRECTIONAL DRILLING SERVICES 22 DAYS 9500 PER DAY $209,000 $209,000 

DOCK, DISPATCHER, CRANE 

MARINE & AIR TRANSPORTATION DICC250 

SOLIDS CONTROL $166,000 $166,000 

WELL CONTROL EQUIP (Snubbing services) $28,000 $16,800 $44,300 

FISHING & SIDETRACK OPERATIONS 

COMPLETION RIG 14 DAYS( 4400 PER DAY $61,600 $61,600 

COIL TUBING DAYS ( PER DAY DICC.260 

COMPLETION LOGGING, PERFORATING, WL UNITS, WL SURVEYS DICC.200 $35,000 $35,000 

STIMULATION DICC210 $220,000 $220,000 

LEGAUREGULATORY/CURATIVE $10,000 DICC.280 $10,000 

WELL CONTROL INSURANCE J.35 PER FOOT DIDC.285 $3,000 $3,000 

CONTINGENCY 5% OF DRILLING INTANGIBLES $117,000 $32,000 $149,000 

CONSTRUCTION FOR WELL EQUIPMENT $1,000 $1,000 

CONSTRUCTION FOR LEASE EQUIPMENT DLEQ.110 $39,000 $39,000 

CONSTRUCTION FOR SALES P/L DICC.265 

T A N G I B L E - W E L L E Q U I P M E N T 

C A S I N G SIZE FEET $/FOOT 

DRIVE PIPE 100.00 4,000 $4,000 

CONDUCTOR PIPE 

WATER STRING 

SURFACE CASING 13-3/8" 42.00 11,000 $11,000 

INTERMEDIATE CASING 4,500 23.40 105,000 $105,000 

DRILLING LINER 

DRILLING LINER 

PRODUCTION CASING OR LINER 5 1/2" 15.90 $156,000 

PRODUCTION TIE-BACK DWEA.100 

TUBING 2 7/8" 6.50 78,000 $78,000 

N/C WELL EQUIPMENT ),000 $9,000 

WELLHEAD, TREE, CHOKES 12,000 $28,000 $40,000 

LINER HANGER, ISOLATION PACKER 

PACKER, NIPPLES $110,000 $110,000 

PUMPING UNIT, ENGINE $78,000 $78,000 

LIFT EQUIPMENT (BHP, Rods, Anchors) DLEQ.105 $15,000 $15,000 

T A N G I B L E - L E A S E E Q U I P M E N T 

N/C LEASE EQUIPMENT DLEQ.115 $44,000 $44,000 

TANKS, TANKS STEPS, STAIRS $21,000 $21,000 

BATTERYi(HeaterTreater, Separator, Gas Treating Equipment) DLEQ.125 $18,000 $18,000 

FLOW LINES (Line Pipe from wellhead to central facility) $1,000 1,000 

OFFSHORE PRODUCTION STRUCTURE FOR FACILITIES 

PIPELINES TO SALES 

mmmmmmmmmmmmmmmmmmmmmm !£,:*:j;£:$558M8 

P&A COSTS 60,000 DICC.275 (60,000) 

$2 655 180 J1 210 75Q ' • i i 865 930 



OIL & GAS LEASE 
THIS AGREEMENT made this l l" 1 day of April 2007, between Jessie L. Wissler, Agent for Frank Free, as Lessor (whether one or more), whose address is 
851 Munsey Building, Baltimore, MD 21240, and Shaw Interests, Inc. whose address is 310 W. Wall St., Ste. 305, Midland, Texas 79701, Lessee, 

WITNESSETH: 

1. Lessor, 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 the Lessee herein contained, hereby grants, leases and lets exclusively unto Lessee for the purpose of investigating, exploring, prospecting, drilling, and 
operating for and producing oil and gas, injecting gas, waters, other fluids, and air into subsurface strata, laying pipelines, storing oil, 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 following described land in 
Lea County, New Mexico, to-wit: 

Township 14 South, Range 38 East 
W/2 of Section 31 

Township 15 South, Range 38 East 
Lots 3, 4, S/2NW/4, N/2SW/4, SW/4NE/4 and NW/4SE/4 of Section 6 

Said land is estimated to comprise 640.15998 acres, whether it actually comprises more or less. ; . 

2. Subject to the other provisions herein contained, this lease shall remain in force for a term of Three (3) years from this date (called "primary term") and as long 
thereafter as oil or gas is produced from said land or from land with which said land is pooled. • 

3. The royalties to be paid by Lessee are: (a) on oil, and other liquid hydrocarbons saved at the well, one-fifth (1/5) of that produced and saved from said land, same to 
be delivered at the wells or to the credit of Lessor in the pipeline to which the wells may be connected; (b) on gas, including casinghead gas or other gaseous substance 
produced from said land and used off the premises or used in the manufacture of gasoline or other products, the market value at the well of one-fifth (1/5) of the gas 
used, provided that on gas sold on or off the premises, the royalties shall be one-fifth (1/5) of the amount realized from such sale; (c) and at any time when this lease is 
not validated by other provisions hereof and there is a gas and/or condensate well on said land, or land pooled therewith, but gas or condensate is not being so sold or 
used and such well is shut in, either before or after production therefrom, then on or before 90 days after said well is shut in, and thereafter at annual intervals, Lessee 
may pay or tender an advance shut-in royalty equal to $1.00 per net acre of Lessor's gas acreage then 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 it shall be considered under all clauses hereof that gas is being produced from 
the leased premises in paying quantities. Each such payment shall be paid or tendered to the party or parties who at the time of such payment would be entitled to 
receive the royalties which would be paid under this lease if the well were in fact producing. The payment or tender of royalties and shut-in royalties may be made by 
check or draft. Any timely payment or tender of shut-in'royalty which is made in a bona fide attempt to make proper payment, but which is erroneous in whole or in 
part as to parties or amounts, shall nevertheless be sufficient to prevent termination of this lease in the same manner as though a proper payment had been made if 
Lessee shall correct such error within 30 days after Lessee has received written notice thereof by certified mail from the 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 of gas 
on or off 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 to applicable regulatory orders and after 
application of 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 off the leased premises) or transports gas off the leased premises, Lessee in computing royalty hereunder may deduct from such price a reasonable 
charge for each of such functions performed. 

4. This is a paid-up lease and Lessee shall not be obligated during the primary term hereof to commence or continue any operations of 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 to relieve Lessee of the obligation 
to pay royalties on actual production pursuant to the provisions of Paragraph 3 hereof. 

5. Lessee is hereby granted the right and power, from time to time, to pool or combine this lease, the lane) covered by it or any part or horizon thereof with any other 
land, leases, mineral estates or parts thereof for the production of oil or gas. Units pooled hereunder shall riot exceed the standard proration unit fixed by law or by the 
Oil Conservation Division of the Energy and Minerals Department of the State of New Mexico or by any other lawful authority for the pool or area in which said land is 
situated, plus a tolerance of ten percent. Lessee shall file written unit designations in the county in which the premises are located and such units may be designated 
from time to time and either before or after the completion of wells. Drilling operations on or production from any part of any such unit shall be considered for all 
purposes, except the payment of royalty, as operations conducted upon or production from the land described in this lease. There shall be allocated to the land covered 
by this lease included in any such unit that portion of the total production of pooled minerals from wells in the unit, after deducting any used in lease or unit operations, 
which the net oil or gas acreage in the land covered by this lease included in the unit bears to the total number of surface acres in the unit. The production so allocated 
shall be considered for all purposes, including the payment or delivery of royalty, to be the entire production of pooled minerals from the portion of said land covered 
hereby and included in said unit in the same manner as though produced from said land under the terms of this lease. Any pooled unit designated by Lessee, as 
provided herein, may be dissolved by Lessee by recording an appropriate instrument in the County where the land is situated at any time after the completion of a dry 
hole or the cessation of production on said unit. 

6. I f at the expiration of the primary term there is no well 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 so long as operations are prosecuted with no cessation of more than 60 consecutive days, whether such operations be 
on the same well or on a different or additional well or wells, and if they result in the production of oil or gas, so long thereafter as oil or gas is produced from said land. 
If, after the expiration of the primary term, all wells upon said land should become incapable of producing for any cause, this lease shall not terminate il" Lessee 
commences operations for additional drilling or for reworking within 60 days thereafter. I f any drilling, additional drilling, or reworking operations hereunder result in 
production, then this lease shall remain in full force so long thereafter as oil or 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 all operations hereunder, and the royalty shall be 
computed after deducting any so used. Lessee shall have the right at any time during or after the expiration of this lease to remove all property and fixtures placed by 
Lessee on said land, including the right to draw and remove all casing. When required by Lessor, Lessee will bury all pipe lines on cultivated lands below ordinary 
plow depth, and no well shall be drilled within two hundred feet (200 ft.) of any residence or barn now on said land without Lessor's consent. Lessor shall have the 
privilege, at his risk and expense, of using gas from any gas well on said land for stoves and inside lights in the principal dwelling thereon, out of any surplus gas not 
needed for operations hereunder. 

8. The rights of either party hereunder may be assigned in whole or in part and the provisions hereof shall extend to their heirs, executors, administrators, successors 
and assigns; but no change in the ownership of the land or in the ownership of, or rights to receive, royalties or shut-in royalties, however accomplished shall operate to 
enlarge the obligations or diminish the rights of Lessee; and no such change or division shall be binding upon Lessee for any purpose until 30 days after Lessee has 
been furnished by certified mail at Lessee's principal place of business with acceptable instruments or certified copies thereof constituting the chain of title from the 
original Lessor. If any such change in ownership occurs through the death of the owner, Lessee may, at its option, pay or tender any royalties or shut-in royalties in the 
name of the deceased or to his estate or to his heirs, executor or administrator until such time as Lessee has been furnished with evidence satisfactory to Lessee as to the 
persons entitled to such sums. An assignment of this lease in whole or in part shall, to the extent of such assignment, relieve and discharge Lessee of any obligations 
hereunder and, if Lessee or assignee of part or parts hereof shall fail or make default in the payment of the proportionate part of royalty or shut-in royalty due from such 
Lessee or assignee or fail to comply with any of the provisions of this lease, such default shall not affect this lease insofar as it covers a part of said lands upon which 
Lessee or any assignee thereof shall properly comply or make such payments. 

9. Should Lessee be prevented from complying with any express or implied covenant of this lease, or from conducting drilling or reworking operations hereunder, or 
from producing oil or gas hereunder by reason of scarcity or inability to obtain or use equipment or material, or by operation of force majeure, or by any Federal or state 
law or any order, rule or regulation of governmental authority, or governmental inactivity, 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 drilling or 
reworking operations or from producing oil or gas hereunder; and the time while Lessee is so prevented shall not be counted against Lessee, anything in this lease to the 
contrary notwithstanding. 



10. Lessor hereby warrants and agrees to defend the title to said land and agrees that Lessee at is option may discharge any tax, mortgage or other lien upon said land, 
and in the event Lessee does so it shall be subrogated to such lien with the right to enforce same and to apply royalties and shut-in royalties payable hereunder toward 
satisfying same. Without impairment of Lessee's rights under the warranty, if this lease covers a less interest in the oil and gas in all or any part of said land than the 
entire and undivided fee simple estate (whether Lessor's interest is herein specified or not) then the royalties, shut-in royalty, and other payments, if any, accruing from 
any part as to which this lease covers less than such full interest, shall be paid only in the proportion which the interest therein, if any, covered by this lease, bears to the 
whole and undivided fee simple estate therein. Should any one or more of the parties named above as Lessors fail to execute this lease,-it shall nevertheless be binding 
upon the party or parties executing the same. 

11. Lessee, its or his successors, heirs and assigns, shall have the right 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, or by placing a release thereof of record in the county in which said land is situated; thereupon Lessee 
shall be relieved from all obligations, expressed or implied, of this agreement as to acreage so surrendered, and thereafter the shut-in royalty payable hereunder shall be 
reduced in the proportion that the acreage covered hereby is reduced by said release or releases. 

Executed the day and year first above written. 

Jessie L. Wissler, Agent for Frank Free 

ACKNOWLEDGMENT 

STATE OF MARYLAND § 
§ 
§ COUNTY OF 

This instrument was acknowledged before me on the day of 2007, by Jessie L. Wissler, Agent for 

Frank Free. 

Notary Public, State of Maryland 

My Commission Expires: 
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April 17, 2007 

Mollie E. Harris 
C/o Henry H. Lawton 
P.O. Box 94 
Olean, NY 14760 

Re: Pyramid #1 
W/2 of Section 31, Township 14 South, Range 38 East 
Lea County, New Mexico 

Dear Mr. Lawton: 

We are unable to locate a current address for Mollie Harris. In conjunction with our proposal of 
April 6, 2007 to lease Mollie's undivided mineral interest in the above described lands, please be 
advised that our client, Cimarex Energy Co., proposes to drill a horizontal Wolfcamp test at the 
following location in Section 31, Township 14 South, Range 38 East, Lea County, New Mexico: 

. Surface Hole Location: 2210'FSL & 430'FWL 
• Bottom Hole Location: 330'FSL & 430'FWL 

Enclosed is a detailed AFE reflecting estimated well costs. 

If you wish to participate and pay your proportionate share of well costs, please execute the AFE 
and return to the undersigned as soon as possible. Otherwise, in lieu of being subject to a 
compulsory pooling, you have the option to lease your minerals at the terms previously proposed 
being: 

• $100/Acre, 1/5 Royalty, 3 years 

Please do not hesitate to contact us with any questions. We look forward to your response. 

Maner B. Shaw 

Sincerely, 

SHAW INTERESTS 



AUTHORIZATION FOR EXPENDITURE 

COMPANY ENTITY 

Cimarex Energy Co. 
DATE PREPARED 

March 8, 2007 
| REGION 

Permian 

WELL NAME 

Pyramid 

WELL NO 

1 

PROSPECTOR FIELD NAME 

Star-Denton 

PROPERTY NUMBER DRILLING AFE NO. 

LOCATION SHL 2210' FSL & 430' FWL 

BHL 330' FSL & 430' FWL 
Sec31,T14S, R38E 

COUNTY 

Lea 

STATE 

New Mexico 

TYPE WELL 

OIL X EXPL X 

GAS PROD 

ORIGINAL ESTIMATE X 

REVISED ESTIMATE 

SUPPLEMENTAL ESTIMATE 

EST. START DATE EST. COMP. DATE FORMATION EST. TD 

9800 TVD 
11600' MD 

PROJECT DESCRIPTION: 
Drill and complete a horizontal wolfcamp well. 

INTANGIBLES 

Intangible Drilling Costs 
Intangible Completion Costs 
TOTAL INTANGIBLE COSTS 

TANGIBLES 
Well Equipment 
Lease Equipment 
TOTAL TANGIBLE WELL COST 

PLUG AND ABANDON COST 

TOTAL WELL COST: 

DRY HOLE 
COST 

$2,463,180 

2,463,180 

132,000 

132,000 

60,000 

$2,655,180 

AFTER 
CASING POINT 

712,750 
712,750 

474,000 
84,000 

558,000 

(60,000) 

$1,210,750 

COMPLETED 
WELL COST 

$2,463,180 
712,750 

Comments on Well Costs: 
11 All tubulars, well or lease equipment is priced by COPAS and CEPS guidelines using the Historic Price Multiplier. 

3,175,930 

606,000 
84,000 

690,000 

$3,865,930 

WELL CONTROL INSURANCE: 

Unless otherwise indicated below, you, as a non-operating working interest owner, agree to be covered by Operator's well control 
insurance procured by Operator so long as Operator conducts operations hereunder and to pay your prorated share of the premiums 
therefore. If you elect to purchase your own well control insurance, you must provide a certificate of such insurance acceptable to 
Operator, as to form and limits, at the time this AFE is returned, if available, but in no event later than commencement of drilling 
operations. You agree that failure to provide the certificate of insurance, as provided herein, will result in your being covered by 
insurance procured by Operator. 

I elect to purchase my own well control insurance policy. 

Well control insurance procured by Operator, provides, among other terms, for $20,000,000 (100% W.I.) of Combined Single Limit 
coverage for well control and related redrilling and clean-up/pollution expense covering drilling (through completion) with a 
$i ,000,000 (100% W.I.) deductible. 

Comments on AFE 

The above costs are estimates only and anticipate trouble free operations without any foreseeable change in plans. The actual costs 
may exceed the estimated costs without affecting the authorization for expenditure herein granted. By approval of this AFE, the 
working interest owner agrees to pay its proportionate share of actual legal, curative, regulatory and well costs under term of the joint 
operating agreement, regulatory order or other applicable agreement covering this well. 

• #VALUEI 

CIMAREX ENERGY CO. APPROVAL 
PREPARED BY DRILLING AND COMPLETION MANAGER REGIONAL MANAGER 

Mark Audas, Sr. Drilling/Completion Engineer 
Permian Basin 

Doug Park, Mgr Drilling/Completion Operations 
Offshore and Permian Regions 

Roger Alexander, Regional Manager 
Permian Basin 

JOINT INTEREST APPROVAL 
COMPANY BY DATE 

4/16/2007 11:51 AM 



PROJECT COST ESTIMATE 

L E A S E NAME: Pyramid WELL NO.: 

I N T A N G I B L E S 

D R Y H O L E 

C O S T 

A F T E R C A S I N G 

Codes POINT 

C O M P L E T E D 

W E L L C O S T 

ROADS & LOCATION PREPARATION / RESTORATION $100,000 i,000 $108;000 

DAMAGES 1,000 $1,000 $5,000 

MUD/FLUIDS DISPOSAL CHARGES $20,000 $20,000 $40,000 

DAY RATE 46 DH DAYS 5 ACP DAYS ( 17430 PER DAY DIDC.115 $801,780 $87,150 S.930 

MISC PREPARATION COST (mouse hole, rat hole, pads, pile clusters, misc.) DIDC.120 $8,000 i.OOO 

BITS $100,000 $1,000 $101,000 

FUEL $2.20 PER GALLON $111,000 $11,000 $122,000 

WATER / COMPLETION FLUIDS $32,200 $25,000 $57,200 

MUD & ADDITIVES $64,400 $64,400 

SURFACE RENTALS $69,000 $45,000 $114,000 

DOWNHOLE RENTALS $144,000 $10,000 $154,000 

FORMATION EVALUATION (DST, Coring including evaluation, G&G SERVICES) 

MUD LOGGING 37 DAYS $900 PER DAY $47,000 $47,000 

OPEN HOLE LOGGING $65,000 $65,000 

CEMENTING & FLOAT EQUIPMENT $50,000 $40,000 $90,000 

TUBULAR INSPECTIONS $5,000 $2,500 $7,500 

CASING CREWS $12,000 $15,000 $27,000 

EXTRA LABOR, WELDING, ETC. DIDC.200 $27,600 $5,000 $32,600 

LAND TRANSPORTATION (Trucking) $32,200 DICC.175 $7,000 $39,200 

SUPERVISION $51,000 $18,000 ),000 

TRAILER HOUSE/CAMP/CATERING $17,000 DICC.255 $2,500 $19,500 

OTHER MISC EXPENSES $5,000 $5,000 $10,000 

OVERHEAD $14,000 $4,200 $18,200 

REMEDIAL CEMENTING 

MOB/DEMOB $150,000 $150,000 

DIRECTIONAL DRILLING SERVICES 22 DAYS 9500 PER DAY $209,000 $209,000 

DOCK, DISPATCHER, CRANE DICC230 

MARINE & AIR TRANSPORTATION DICC.250 

SOLIDS CONTROL $166,000 $166,000 

WELL CONTROL EQUIP (Snubbing services)' $28,000 $16,800 $44,800 

FISHING & SIDETRACK OPERATIONS 

COMPLETION RIG 14 DAYS( 4400 PER DAY $61,600 $61,600 

COIL TUBING DAYS (j PER DAY 

COMPLETION LOGGING, PERFORATING, WL UNITS, WL SURVEYS $35,000 $35,000 

STIMULATION $220,000 $220,000 

LEGAL/REGULATORY/CURATIVE $10,000 DICC.280 $10,000 

WELL CONTROL INSURANCE $0.35 PER FOOT $3,000 $3,000 

CONTINGENCY 5% OF DRILLING INTANGIBLES $117,000 $32,000 $149,000 

CONSTRUCTION FOR WELL EQUIPMENT $1,000 $1,000 

CONSTRUCTION FOR LEASE EQUIPMENT DLEQ.110 $39,000 $39,000 
CONSTRUCTION FOR SALES P/L DICC265 

/ i '$2:463,180 1$71;Z*750; 

T A N G I B L E - W E L L E Q U I P M E N T 

C A S I N G ; SIZE FEET $/FOOT 

DRIVE PIPE 20" 40 100.00 4,000 $4,000 

CONDUCTOR PIPE 

WATER STRING 

SURFACE CASING 13-3/8" 250 11,000 $11,000 

INTERMEDIATE CASING 8-5/8" 4,500 23.40 105,000 $105,000 

DRILLING LINER 

DRILLINGiLINER DWEB.145 
PRODUCTION CASING OR LINER 5 1/2" 9,800 15.90 DWEA.100 156,000 $156,000 

PRODUCTION TIE-BACK 

TUBING 2 7/8" 6.50 78,000 $78,000 

N/C WELL EQUIPMENT $9,000 $9,000 

WELLHEAD, TREE, CHOKES 12,000 $28,000 $40,000 

LINER HANGER, ISOLATION PACKER 

PACKER, NIPPLES $110,000 $110,000 

PUMPING UNIT, ENGINE DLEQ.100 $78,000 $78,000 

LIFT EQUIPMENT (BHP, Rods, Anchors) $15,000 $15,000 

T A N G I B L E - L E A S E E Q U I P M E N T 

N/C LEASE EQUIPMENT $44,000 $44,000 

TANKS, TANKS STEPS, STAIRS $21,000 $21,000 

BATTERY:(Heatflr Treater, Separator, Gas Treating Equipment) $18,000 $18,000 

FLOW LINES (Line Pipe from wellhead to central facility) $1,000 $1,000 

OFFSHORE PRODUCTION STRUCTURE FOR FACILITIES 

PIPELINES TO SALES 

<\ .$690,000 

P&A COSTS 60,000 (60,000) 

- -. '•: r---si.2io-.75ol •sa.sesiajo 
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April 6, 2007 

Mollie E. Harris 
C/o Henry H. Lawton 
P.O. Box 94 
Olean, NY 14760 

Re: Oil & Gas Lease 
W/2 of Section 31 
Township 14 South, Range 38 East ( 

Lots 3,4, S/2NW/4, N/2SW/4, 
SW/4NE/4 and NW/4SE/4 of Section 6 
Township 15 South, Range 38 East 
Lea County, New Mexico 

Dear Mr. Lawton: 

According to our title research, Mollie E. Harris owns an undivided 2.0005 net mineral 
acres under the above described lands. Enclosed is an Oil and Gas Lease for your review. The 
terms of this Lease are a $100.00 per net mineral acre bonus consideration, three (3) year paid-up 
primary term and three-sixteenths (3/16) royalty. 

If these terms are acceptable, please have her sign the lease in the presence of a Notary 
Public, and thereafter, return the lease along with the completed W-9 form to the above 
letterhead address. Upon receipt, subject to approval of title, we will process the Lease and 
forward you a check in the amount of $200.05 within thirty (30) days. 

Thank you for your attention to this matter, 
not hesitate to call. 

Sincerely, 

SHAW INTERESTS ' 

Should you have any questions, please do 

Tim Lilley 

• 

ru 

U.S. Postal Servic 

p l W S o n ^ ^ r e n c e Coverage Prowoe 

Sent To 

Street, Apt. No.; 
or PO Box No. 

"C/ty," State, ZIP+4 



OIL & GAS LEASE 
THIS AGREEMENT made this 6 f h day of April, 2007, between Mollie E. Harris, herein dealing in her sole and separate property, as Lessor 

(whether one or more), C/o Henry H. Lawton, whose address is P.O. Box 94, Olean, NY 14760, and Shaw Interests, Inc. whose address is P.O. Box 9612, 
Midland, Texas 79708, Lessee, s 

WITNESSETH: ' 

1. Lessor, 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 the Lessee herein contained, hereby grants, leases and lets exclusively unto Lessee for the purpose of investigating, exploring, prospecting, drilling, and 
operating for and producing oil and gas, injecting gas, waters, other fluids, and air into subsurface strata, laying pipelines, storing oil, building tanks, roadways, 
telephone lines, and other structures and things thereon to produce, save, take care of, treat, process, store and iransport said minerals, the following described land in 
Lea County, New Mexico, to-wit: 

Township 14 South, Range 38 East 
W/2 of Section 31 

Township 15 South, Range 38 East 
Lots 3, 4, S/2NW/4, N/2SW/4, SW/4NE/4 and NW/4SE/4 of Section 6 

Said land is estimated to comprise 640.15998 acres, whether it actually comprises more or less. 

2. Subject to the other provisions herein contained, this lease shall remain in force for a term of Three (3) years from this date (called "primary term") and as long 
thereafter as oil or gas is produced from said land or from land with which said land is pooled. 

3. The royalties to be paid by Lessee are: (a) on oil, and other liquid hydrocarbons saved at the well, three-sixteenths (3/16) of that produced and saved from said 
land, same to be delivered at the wells or to the credit of Lessor in the pipeline to which the wells may be connected; (b) on gas, including casinghead gas or other 
gaseous substance produced from said land and used off the premises or used in the manufacture of gasoline or other products, the market value at the well of three-
sixteenths (3/16) of the gas used, provided that on gas sold on or off the premises, the royalties shall be three-sixteenths (3/16) of the amount realized from such sale; 
(c) and at any time when this lease is not validated by other provisions hereof and there is a gas and/or condensate well on said land, or land pooled therewith, but gas or 
condensate is not being so sold or used and such well is shut in, either before or after production therefrom, then on or before 90 days after said well is shut in, and 
thereafter at annual intervals, Lessee may pay or tender an advance shut-in royalty equal to $1.00 per net acre of Lessor's gas acreage then 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 it shall be considered under all clauses 
hereof that gas is being produced from the leased premises in paying quantities. Each such payment shall be paid or tendered to the party or parties who at the time of 
such payment would be entitled to receive the royalties which would be paid under this lease if the well were in fact producing. The payment or tender of royalties and 
shut-in royalties may be made by check or draft. Any timely payment or tender of shut-in royalty which is made in a bona fide attempt to make proper payment, but 
which is erroneous in whole or in part as to parties or amounts, shall nevertheless be sufficient to prevent termination of this lease in the same manner as though a 
proper payment had been made if Lessee shall correct such error within 30 days after Lessee has received written notice thereof by certified mail from the 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 of gas on or off 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 to applicable 
regulatory orders and after application of 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 off the leased premises) or transports gas off the leased premises, Lessee in computing royalty hereunder may deduct 
from such price a reasonable charge for each of such functions performed. 

4. This is a paid-up lease and Lessee shall not be obligated during the primary term hereof to commence or continue any operations of 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 to relieve Lessee of the obligation 
to pay royalties on actual production pursuant to the provisions of Paragraph 3 hereof. 

5. Lessee is hereby granted the right and power, from time to time, to pool or combine this lease, the land covered by it or any part or horizon thereof with any other 
land, leases, mineral estates or parts thereof for the production of oil or gas. Units pooled hereunder shall not exceed the standard proration unit fixed by law or by the 
Oil Conservation Division of the Energy and Minerals Department of the State of New Mexico or by any other lawful authority for the pool or area in which said land is 
situated, plus a tolerance of ten percent. Lessee shall file written unit designations in the county in which the premises are located and such units may be designated 
from time to time and either before or after the completion of wells. Drilling operations on or production from any part of any such unit shall be considered for all 
purposes, except the payment of royalty, as operations conducted upon or production from the land described in this lease. There shall be allocated to the land covered 
by this lease included in any such unit that portion of the total production of pooled minerals from wells in the unit, after deducting any used in lease or unit operations, 
which the net oil or gas acreage in the land covered by this lease included in the unit bears to the total number of surface acres in the unit. The production so al located 
shall be considered for all purposes, including the payment or delivery of royalty, to be the entire production of pooled minerals from the portion of said land covered 
hereby and included in said unit in the same manner as though produced from said land under the terms of this lease. Any pooled unit designated by Lessee, as 
provided herein, may be dissolved by Lessee by recording an appropriate instrument in the County where the land is situated at any time after the completion of a dry 
hole or the cessation of production on said unit. 

6. If at the expiration of the primary term there is no well upon said land capable of producing oil or gas, but Lessee has commenced operations for drilling or 
reworking thereon, this lease shall remain in force so long as operations are prosecuted with no cessation of more than 60 consecutive days, whether such operations be 
on the same well or on a different or additional well or wells, and if they result in the production of oil or gas, so long thereafter as oil or gas is produced from said land. 
If, after the expiration of the primary term, all wells upon said land should become incapable of producing for any cause, this lease shall not terminate i f Lessee 
commences operations for additional drilling or for reworking within 60 days thereafter. If any drilling, additional drilling, or reworking operations hereunder result in 
production, then this lease shall remain in full force so long thereafter as oil or 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 all operations hereunder, and the royalty shall be 
computed after deducting any so used. Lessee shall have the right at any time during or after the expiration of this lease to remove all property and fixtures placed by 
Lessee on said land, including the right to draw and remove all casing. When required by Lessor, Lessee will bury all pipe lines on cultivated lands below ordinary 
plow depth, and no well shall be drilled within two hundred feet (200 ft.) of any residence or barn now on said land without Lessor's consent. Lessor shall have the 
privilege, at his risk and expense, of using gas from any gas well on said land for stoves and inside lights in the principal dwelling thereon, out of any surplus gas not 
needed for operations hereunder. 

8. The rights of either party hereunder may be assigned in whole or in part and the provisions hereof shall extend to their heirs, executors, administrators, successors 
and assigns; but no change in the ownership of the land or in the ownership of, or rights to receive, royalties or shut-in royalties, however accomplished shall operate to 
enlarge the obligations or diminish the rights of Lessee; and no such change or division shall be binding upon Lessee for any purpose until 30 days after Lessee has 
been furnished by certified mail at Lessee's principal place of business with acceptable instruments or certified copies thereof constituting the chain of title from the 
original Lessor. If any such change in ownership occurs through the death of the owner, Lessee may, at its option, pay or tender any royalties or shut-in royalties in the 
name of the deceased or to his estate or to his heirs, executor or administrator until such time as Lessee has been furnished with evidence satisfactory to Lessee as to the 
persons entitled to such sums. An assignment of this lease in whole or in part shall, to the extent of such assignment, relieve and discharge Lessee of any obligations 
hereunder and, if Lessee or assignee of part or parts hereof shall fail or make default in the payment of the proportionate part of royalty or shut-in royalty due from such 
Lessee or assignee or fail to comply with any of the provisions of this lease, such default shall not affect this lease insofar as it covers a part of said lands upon which 
Lessee or any assignee thereof shall properly comply or make such payments. 

9. Should Lessee be prevented from complying with any express or implied covenant of this lease, or from conducting drilling or reworking operations hereunder, or 
from producing oil or gas hereunder by reason of scarcity or inability to obtain or use equipment or material, or by operation of force majeure, or by any Federal or state 
law or any order, rule or regulation of governmental authority, or governmental inactivity, 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 drilling or 
reworking operations or from producing oi! or gas hereunder; and the time while Lessee is so prevented shall not be counted against Lessee, anything in this lease to the 
contrary notwithstanding. 



•10.' Lesso'r hereby warrants and agrees to defend the title to said land and agrees that Lessee at is option may discharge any tax, mortgage or other lien upon said land, 
and in the event Lessee does so it shall be subrogated to such lien with the right to enforce same and to apply royalties and shut-in royalties payable hereunder toward 
satisfying same. Without impairment of Lessee's rights under the warranty, if this lease covers a less interest in the oil and gas in all or any part of said land than the 
entire and undivided fee simple estate (whether Lessor's interest is herein specified or not) then the royalties, shut-in royalty, and other payments, if any, accruing from 
any part as to which this lease covers less than such full interest, shall be paid only in the proportion which the interest therein, if any, covered by this lease, bears to the 
whole and undivided fee simple estate therein. Should any one or more of the parties named above as Lessors fail to execute this lease, it shall nevertheless be binding 
upon the party or parties executing the same. 

11. Lessee, its or his successors, heirs and assigns, shall have the right 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, or by placing a release thereof of record in the county in which said land is situated; thereupon Lessee 
shall be relieved from all obligations, expressed or implied, of this agreement as to acreage so surrendered, and thereafter the shut-in royalty payable hereunder shall be 
reduced in the proportion that the acreage covered hereby is reduced by said release or releases. 

Executed the day and year first above written. 

Mollie E. Harris 

ACKNOWLEDGMENT 

STATE OF § 
§ 
§ COUNTY OF 

This instrument was acknowledged before me on the day of ., 2007, by Mollie E. Harris. 

Notary Public, State of 

My Commission Expires: 
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April 17, 2007 

Thomas F. McMahon 
P.O. Box 94 
Olean, NY 14760 

Re: Pyramid #1 
W/2 of Section 31, Township 14 South, Range 38 East 
Lea County, New Mexico 

Dear Thomas: 

In conjunction with our proposal of April 11, 2007 to lease your undivided mineral interest in the 
above described lands, please be advised that our client, Cimarex Energy Co., proposes to drill a 
horizontal Wolfcamp test at the following location in Section 31, Township 14 South, Range 38 
East, Lea County, New Mexico: 

• Surface Hole Location: 2210' FSL & 430' FWL 
• Bottom Hole Location: 330'FSL & 430'FWL 

Enclosed is a detailed AFE reflecting estimated well costs. 

If you wish to participate and pay your proportionate share of well costs, please execute the AFE 
and return to the undersigned as soon as possible. Otherwise, in lieu of being subject to a 
compulsory pooling, you have the option to lease your minerals at the terms previously proposed 
being: 

• $100/Acre, 1/5 Royalty, 3 years 

Please do not hesitate to contact us with any questions. We look forward to your response. 

Sincerely, 

SHAW INTERESTS 

Maner B. Shaw 

U.& Postal Servici 
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AUTHORIZATION F O R E X P E N D I T U R E 

COMPANY ENTITY 

Cimarex Energy Co. 
DATE PREPARED 

March 8, 2007 
i REGION 

Permian 

WELL NAME 

Pyramid 

WELL NO 

1 

PROSPECTOR FIELD NAME 

Star-Denton 

PROPERTY NUMBER DRILLING AFE NO. 

LOCATION SHL 2210' FSL & 430' FWL 

BHL 330' FSL & 430' FWL 
Sec 31, T14S, R38E 

COUNTY 

Lea 

STATE 

New Mexico 

TYPE WELL 

OIL X EXPL X 

GAS PROD 

ORIGINAL ESTIMATE X 

REVISED ESTIMATE 

SUPPLEMENTAL ESTIMATE 

EST. START DATE EST. COMP. DATE FORMATION EST. TD 

9800 TVD 
11600' MD 

PROJECT DESCRIPTION: 
Drill and complete a horizontal wolfcamp well. 

INTANGIBLES 

Intangible Drilling Costs 
Intangible Completion Costs 
TOTAL INTANGIBLE COSTS 

TANGIBLES 
Well Equipment 
Lease Equipment 
TOTAL TANGIBLE WELL COST 

PLUG AND ABANDON COST 

TOTAL WELL COST: 

DRY HOLE 
COST 

$2,463,180 

2,463,180 

132,000 

132,000 

60,000 

$2,655,180 

AFTER 
CASING POINT 

712,750 
712,750 

474,000 
84,000 

558,000 

(60,000) 

$1,210,750 

COMPLETED 
WELL COST 

$2,463,180 
712,750 

Comments on Well Costs: 
i . All tubulars, well or lease equipment is priced by COPAS and CEPS guidelines using the Historic Price Multiplier. 

3,175,930 

606,000 
84,000 

690,000 

$3,865,930 

WELL CONTROL INSURANCE: 

Unless otherwise indicated below, you, as a non-operating working interest owner, agree to be covered by Operator's well control 
insurance procured by Operator so long as Operator conducts operations hereunder and to pay your prorated share of the premiums 
therefore. If you elect to purchase your own well control insurance, you must provide a certificate of such insurance acceptable to 
Operator, as to form and limits, at the time this AFE is returned, if available, but in no event later than commencement of drilling 
operations. You agree that failure to provide the certificate of insurance, as provided herein, will result in your being covered by 
insurance procured by Operator. 

I elect to purchase my own well control insurance policy. 

Well control insurance procured by Operator, provides, among other terms, for $20,000,000 (100% W.I.) of Combined Single Limit 
coverage for well control and related redrilling and clean-up/pollution expense covering drilling (through completion) with a 
$1,000,000 (100% W.I.) deductible. 

Comments on AFE 

The above costs are estimates only and anticipate trouble free operations without any foreseeable change in plans. The actual costs 
may exceed the estimated costs without affecting the authorization for expenditure herein granted. By approval of this AFE, the 
working interest owner agrees to pay its proportionate share of actual legal, curative, regulatory and well costs under term of the joint 
operating agreement, regulatory order or other applicable agreement covering this well. 

((VALUE! 

CIMAREX ENERGY CO. APPROVAL 
PREPARED BY DRILLING AND COMPLETION MANAGER REGIONAL MANAGER 

Mark Audas, Sr. Drilling/Completion Engineer 
Permian Basin 

Doug Park, Mgr Drilling/Completion Operations 
Offshore and Permian Regions 

Roger Alexander, Regional Manager 
Permian Basin 

JOINT INTEREST APPROVAL 
COMPANY BY DATE 

4/16/2007 11:51 AM 



LEASE NAME: Pyramid 

PROJECT COST ESTIMATE 

WELL NO.: 

I N T A N G I B L E S 

D R Y H O L E 

C O S T 

A F T E R C A S I N G 

POINT 

C O M P L E T E D 

W E L L C O S T 

ROADS & LOCATION PREPARATION / RESTORATION $100,000 8,000 $108,000 

DAMAGES $4,000 $1,000 $5,000 

MUD/FLUIDS DISPOSAL CHARGES $20,000 $20,000 $40,000 

DAY RATE 46 DH DAYS 5 ACP DAYS ( 17430 PER DAY $801,780 $87,150 $888,930 

MISC PREPARATION COST (mouse hole, rat hole, pads, pile clusters, misc.) $8,000 i,000 

BITS $100,000 $1,000 $101,000 

FUEL $2.20 PER GALLON $111,000 $11,000 $122,000 

WATER / COMPLETION FLUIDS $32,200 $25,000 $57,200 

MUD & ADDITIVES $64,400 $64,400 

SURFACE RENTALS $69,000 $45,000 $114,000 

DOWNHOLE RENTALS $144,000 $10,000 $154,000 

FORMATION EVALUATION (DST, Coring including evaluation, G&G SERVICES) 

MUD LOGGING 37 DAYS @ $900 PER DAY $47,000 $47,000 

OPEN HOLE LOGGING $65,000 $65,000 

CEMENTING & FLOAT EQUIPMENT $50,000 $40,000 $90,000 

TUBULAR INSPECTIONS $5,000 ' 500 $7,500 

CASING CREWS $12,000 DICC.165 $15,000 $27,000 

EXTRA LABOR, WELDING, ETC. $27,600 $5,000 $32,600 

LAND TRANSPORTATION (Trucking) $32,200 $7,000 $39,200 

SUPERVISION $51,000 $18,000 $69,000 

TRAILER HOUSE/CAMP/CATERING $17,000 $2,500 $19,500 

OTHER MISC EXPENSES $5,000 DICC.190 . $5,000 $10,000 

OVERHEAD $14,000 $4,200 $16,200 

REMEDIAL CEMENTING 

MOB/DEMOB $150,000 $150,000 

DIRECTIONAL DRILLING SERVICES 22 DAYS 9500 PER DAY $209,000 $209,000 

DOCK, DISPATCHER, CRANE 

MARINE & AIR TRANSPORTATION 

SOLIDS CONTROL $166,000 $166,000 

WELL CONTROL EQUIP (Snubbing services) $28,000 $16,800 $44,800 

FISHING & SIDETRACK OPERATIONS 

COMPLETION RIG 14 DAYS « 4400 PER DAY $61,600 $61,600 

COIL TUBING DAYS @ PER DAY 

COMPLETION LOGGING, PERFORATING, WL UNITS, WL SURVEYS $35,000 $35,000 

STIMULATION $220,000 $220,000 

LEGALVREGULATORY/CURATIVE $10,000 $10,000 

WELL CONTROL INSURANCE ).35 PER FOOT $3,000 1,000 

CONTINGENCY 5% OF DRILLING INTANGIBLES $117,000 $32,000 $149,000 

CONSTRUCTION FOR WELL EQUIPMENT $1,000 $1,000 

CONSTRUCTION FOR LEASE EQUIPMENT DLEQ.110 $39,000 $39,000 

CONSTRUCTION FOR SALES P/L 

ffl;;;$2;463fji8b t{$712,750 r?3;17S;B3q 

T A N G I B L E - W E L L E Q U I P M E N T 

C A S I N G SIZE FEET $/FOOT 

DRIVE PIPE 20" 40 100.00 4,000 $4,000 

CONDUCTOR PIPE 

WATER STRING 

SURFACE CASING 42.00 11,000 $11,000 

INTERMEDIATE CASING 23.40 105,000 $105,000 

DRILLING LINER 

DRILLING LINER 

PRODUCTION CASING OR LINER 5 1/2" 9,800 15.90 $156,000 

PRODUCTION TIE-BACK 

TUBING 2 7/8" 12,000 6.50 78,000 $78,000 

N/C WELL EQUIPMENT $9,000 3,000 

WELLHEAD, TREE, CHOKES 12,000 1,000 $40,000 

LINER HANGER, ISOLATION PACKER •WEB.100 

PACKER, NIPPLES $110,000 $110,000 

PUMPING UNIT, ENGINE $78,000 $78,000 

LIFT EQUIPMENT (BHP, Rods, Anchors) DLEQ.105 $15,000 $15,000 

T A N G I B L E - L E A S E E Q U I P M E N T 

N/C LEASE EQUIPMENT $44,000 $44,000 

TANKS, TANKS STEPS, STAIRS $21,000 $21,000 

BATTERY'(Heater Treater, Separator, Gas Treating Equipment) DLEQ.125 $18,000 $18,000 

FLOW LINES (Line Pipe from wellhead to central facility) $1,000 $1,000 

OFFSHORE PRODUCTION STRUCTURE FOR FACILITIES 

PIPELINES TO SALES 

$132 000 $558,000 $690,000 

P&A COSTS 60,000 (60,000) 

TOTAIACOST $21855380 ifrf "^$1,21.0,750 .A'',~.'$3,865|93Q 
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April 11,2007 

Thomas F. McMahon 
P.O. Box 94 
Olean, NY 14760 

Re: Oil & Gas Lease 
W/2 of Section 31 
Township 14 South, Range 38 East 
Lots 3, 4, S/2NW/4, N/2SW/4, 
SW/4NE/4 and NW/4SE/4 of Section 6 
Township 15 South, Range 38 East 
Lea County, New Mexico 

Dear Thomas: 

According to our title research you own an undivided 2.0005 net mineral acres under the 
above described lands. Enclosed is an Oil and Gas Lease for your review. The terms of this lease 
are a $100.0 bonus consideration, three (3) year paid-up primary term and one-fifth (1/5) royalty. 

If these terms are acceptable, please sign the lease in the presence of a Notary Public, and 
thereafter, return the lease along with the completed W-9 form to the above letterhead address. 
Upon receipt, subject to approval of title, we will process the Lease and forward you a check in 
the amount of $200.05 within thirty (30) days. 

Thank you for your attention to this matter. Should you have any questions,-please do 
not hesitate to call. 

Sincerely, 

SHAW INTERESTS 

Tim Lilley 
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OIL & GAS LEASE 
THIS AGREEMENT made this 11* day of April 2007, between Thomas F. McMahon, herein dealing in his sole and separate property, as Lessor (whether 
one or more), whose address is P.O. Box 94, Olean, NY 14760, and Shaw Interests, Inc. whose address is 310 W. Wall St., Ste. 305, Midland, Texas 79701, 
Lessee, 

WITNESSETH: 

1. Lessor, 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 the Lessee herein contained, hereby grants, leases and lets exclusively unto Lessee for the purpose of investigating, exploring, prospecting, drilling, and 
operating for and producing oil and gas, injecting gas, waters, other fluids, and air into subsurface strata, laying pipelines, storing oil, 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 following described land in 
Lea County, New Mexico, to-wit: 

Township 14 South, Range 38 East 
W/2 of Section 31 

Township 15 South, Range 38 East 
Lots 3, 4, S/2NW/4, N/2SW/4, SW/4NE/4 and'NW/4SE/4 of Section 6 

Said land is estimated to comprise 640.15998 acres, whether it actually comprises more or less. 

2. Subject to the other provisions herein contained, this lease shall remain in force for a term of Three (3) years from this date (called "primary term") and as long 
thereafter as oil or gas is produced from said land or from land with which said land is pooled. 

3. The royalties to be paid by Lessee are: (a) on oil, and other liquid hydrocarbons saved at the well, one-fifth (1/5) of that produced and saved from said land, same to 
be delivered at the wells or to the credit of Lessor in the pipeline to which the wells may be connected; (b) on gas, including casinghead gas or other gaseous substance 
produced from said land and used off the premises or used in the manufacture of gasoline or other products, the market value at the well of one-fifth (1/5) of the gas 
used, provided that on gas sold on or off the premises, the royalties shall be one-fifth (1/5) of the amount realized from such sale; (c) and at any time when this lease is 
not validated by other provisions hereof and there is a gas and/or condensate well on said land, or land pooled therewith, but gas or condensate is not being so sold or 
used and such well is shut in, either before or after production therefrom, then on or before 90 days after said well is shut in, and thereafter at annual intervals, Lessee 
may pay or tender an advance shut-in royalty equal to $1.00 per net acre of Lessor's gas acreage then 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 it shall be considered under all clauses hereof that gas is being produced from 
the leased premises in paying quantities.. Each such payment shall be paid or tendered to the party or parties who at the time of such payment would be entitled to 
receive the royalties which would be paid under this lease if the well were in fact producing. The payment or tender of royalties and shut-in royalties may be made by 
check or draft. Any timely payment or tender of shut-in royalty which is made in a bona fide attempt to make proper payment, but which is erroneous in whole or in 
part as to parties or amounts, shall nevertheless be sufficient to prevent termination of this lease in the same manner as though a proper payment had been made if 
Lessee shall correct such error within 30 days after Lessee has received written notice thereof by certified mail from the 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 of gas 
on or off 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 to applicable regulatory orders and after 
application of 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 off the leased premises) or transports gas off the leased premises, Lessee in computing royalty hereunder may deduct from such price a reasonable 
charge for each of such functions performed. 

4. This is a paid-up lease and Lessee shall not be obligated during the primary term hereof to commence or continue any operations of 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 to relieve Lessee of the obligation 
to pay royalties on actual production pursuant to the provisions of Paragraph 3 hereof. 

5. Lessee is hereby granted the right and power, from time to time, to pool or combine this lease, the land covered by it or any part or horizon thereof with any other 
land, leases, mineral estates or parts thereof for the production of oil or gas. Units pooled hereunder shall not exceed the standard proration unit fixed by law or by the 
Oil Conservation Division of the Energy and Minerals Department of the State of New Mexico or by any other lawful authority for the pool or area in which said land is 
situated, plus a tolerance of ten percent. Lessee shall file written unit designations in the county in which the premises are located and such units may be designated 
from time to time and either before or after the completion of wells. Drilling operations on or production from any part of any such unit shall be considered for all 
purposes, except the payment of royalty, as operations conducted upon or production from the land described in this lease. There shall be allocated to the land covered 
by this lease included in any such unit that portion of the total production of pooled minerals from wells in the unit, after deducting any used in lease or unit operations, 
which the net oil or gas acreage in the land covered by this lease included in the unit bears to the total number of surface acres in the unit. The production so allocated 
shall be considered for all purposes, including the payment or delivery of royalty, to be the entire production of.pooled minerals from the portion of said land covered 
hereby and included in said unit in the same manner as though produced from said land under the terms of this lease. Any pooled unit designated by Lessee, as 
provided herein, may be dissolved by Lessee by recording an appropriate instrument in the County where the land is situated at any time after the completion of a dry 
hole or the cessation of production on said unit. 

6. If at the expiration of the primary term there is no well upon said land capable of producing oil or gas/but Lessee has commenced operations for drilling or 
reworking thereon, this lease shall remain in force so long as operations are prosecuted with no cessation.of more than 60 consecutive days, whether such operations be 
on the same well or on a different or additional well or wells, and if they result in the production of oil or gas, so long thereafter as oil or gas is produced from said land. 
If, after the expiration of the primary term, all wells upon said land should become incapable of producing for any cause, this lease shall not terminate if Lessee 
commences operations for additional drilling or for reworking within 60 days thereafter. If any drilling, additional drilling, or reworking operations hereunder result in 
production, then this lease shall remain in full force so long thereafter as oil or 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 all operations hereunder, and the royalty shall be 
computed after deducting any so used. Lessee shall have the right at any time during or after the expiration of this lease to remove all property and fixtures placed by 
Lessee on said land, including the right to draw and remove all casing. When required by Lessor, Lessee will bury all pipe lines on cultivated lands below ordinary 
plow depth, and no well shall be drilled within two hundred feet (200 ft.) of any residence or bam now on said land without Lessor's consent. Lessor shall have the 
privilege, at his risk and expense,.of using gas from any gas well on said land for stoves and inside lights in the principal dwelling thereon, out of any surplus gas not 
needed for operations hereunder. 

8. The rights of either party hereunder may be assigned in whole or in part and the provisions hereof shall extend to their heirs, executors, administrators, successors 
and assigns; but no change in the ownership of the land or in the ownership of, or rights to receive, royalties or shut-in royalties, however accomplished shall operate to 
enlarge the obligations or diminish the rights of Lessee; and no such change or division shall be binding upon Lessee for any purpose until 30 days after Lessee has 
been furnished by certified mail at Lessee's principal place of business with acceptable instruments or certified copies thereof constituting the chain of title from the 
original Lessor. If any such change in ownership occurs through the death of the owner, Lessee may, at its option, pay or tender any royalties or shut-in royalties in the 
name of the deceased or to his estate or to his heirs, executor or administrator until such time as Lessee has been furnished with evidence satisfactory to Lessee as to the 
persons entitled to such sums. An assignment of this lease in whole or in part shall, to the extent of such assignment, relieve and discharge Lessee of any obligations 
hereunder and, if Lessee or assignee of part or parts hereof shall fail or make default in the payment of the proportionate part of royalty or shut-in royalty due from such 
Lessee or assignee or fail to comply with any of the provisions of this lease, such default shall not affect this lease insofar as it covers a part of said lands upon which 
Lessee or any assignee thereof shall properly comply or make such payments. 

9. Should Lessee be prevented from complying with any express or implied covenant of this lease, or from conducting drilling or reworking operations hereunder, or 
from producing oil or gas hereunder by reason of scarcity or inability to obtain or use equipment or material, or by operation of force majeure, or by any Federal or state 
law or any order, rule or regulation of governmental authority, or governmental inactivity, 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 drilling or 
reworking operations or from producing oil or gas hereunder; and the time while Lessee is so prevented shall not be counted against Lessee, anything in this lease to the 
contrary notwithstanding. ! 



10.. Lessor hereby warrants and agrees to defend the title to said land and agrees that Lessee at is option may discharge any tax, mortgage or other lien upon said land, 
and in the event Lessee does so it shall be subrogated to such lien with the right to enforce same and to apply royalties and shut-in royalties payable hereunder toward 
satisfying same. Without impairment of Lessee's rights under the warranty, if this lease covers a less interest in the oil and gas in all or any part of said land than the 
entire and undivided fee simple estate (whether Lessor's interest is herein specified or not) then the royalties, shut-in royalty, and other payments, if any, accruing from 
any part as to which this lease covers less than such full interest, shall be paid only in the proportion which the interest therein, if any, covered by this lease, bears to the 
whole and undivided fee simple estate therein. Should any one or more of the parties named above as Lessors fail to execute this lease, it shall nevertheless be binding 
upon the party or parties executing the same. 

11. Lessee, its or his successors, heirs and assigns, shall have the right 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, or by placing a release thereof of record in the county in which said land is situated; thereupon Lessee 
shall be relieved from all obligations, expressed or implied, of this agreement as to acreage so surrendered, and thereafter the shut-in royalty payable hereunder shall be 
reduced in the proportion that the acreage covered hereby is reduced by said release or releases. 

Executed the day and year first above written. 

Thomas F. McMahon 

ACKNOWLEDGMENT 

STATE OF NEW YORK § 
§ 

COUNTY OF § 

This instrument was acknowledged before me on the _ day of , 2007, by Thomas F. McMahon. 

Notary Public, State of New York 

My Commission Expires: 



•J 

i 

C 
-J ... 

©• 

Of 
0 

H 
>j m !i> 

~— 

o ^ 
~ Hi c-sa •r± ZP!ifl3 

V- (0 
BJTJC o r - i s j 

0 
D 

Z7 
O i O 

*' 
0 ootn ~ 3 - i Z 

€ 0 * SXfTS 
"— i 

"— 0 CO w 0 it) 
™ (J> 

it) 

~— Ol o 
1 

"*— 
1 

0 

(2/ut 
CD W [ j ] 
0) CO o> 

«T o *< 

£<§ i" 
— Ci> 

4^-
CO 
O 

H 
CD-

O 

CD 

OT co rjo 
OJ CO CD 

CD O 

O S- 5?° 
CD > S 

r 

4 ^ 
CD 
O 

O 
3 " 
CD 

a 
a 
t - 1 

ru 
a 

a 
a 
a 

Q=> 
Da 
- c 

CD 
a 
- v j 
t n 

n 11) 

*2 
H 
PI 

U 
• 

ui n 

Ul 
I 
> 

z 
H 
m 

ui 
H 
tn 



P . D . B O X 9 6 1 Z 

S H A W I N T E R E S T S , I N C . 
• I L & G A S P R O P E R T I E S 

M I D L A N D , T X 7 9 7 Q B ( 4 3 2 ) 6 8 5 - 1 4 D 4 

April 17, 2007 

Betty & MX. Tieche 
38 Lotta Avenue 
Battle Creek, MI 49014 

Re: Pyramid #1 
W/2 of Section 31, Township 14 South, Range 38 East 
Lea County, New Mexico 

Dear Betty & MX.: 

In conjunction with our proposal of April 11, 2007 to lease your undivided mineral interest in the 
above described lands, please be advised that our client, Cimarex Energy Co., proposes to drill a 
horizontal Wolfcamp test at the following location in Section 31, Township 14 South, Range 38 
East, Lea County, New Mexico: 

• Surface Hole Location: 2210'FSL & 430'FWL 
. Bottom Hole Location: 330'FSL & 430'FWL 

Enclosed is a detailed AFE reflecting estimated well costs. 

If you wish to participate and pay your proportionate share of well costs, please execute the AFE 
and return to the undersigned as soon as possible. Otherwise, in lieu of being subject to a 
compulsory pooling, you have the option to lease your minerals at the terms previously proposed 
being: 

• $100/Acre, 1/5 Royalty, 3 years 

Please do not hesitate to contact us with any questions. We look forward to your response. 

Sincerely, 

SHAW INTERESTS 

Maner B. Shaw 
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AUTHORIZATION FOR EXPENDITURE 

COMPANY ENTITY 

Cimarex Energy Co. 
DATE PREPARED 

March 8, 2007 
i REGION 
[ 

Permian 

WELL NAME 

Pyramid 

WELL NO 

1 

PROSPECT OR FIELD NAME 

Star-Denton 

PROPERTY NUMBER DRILLING AFE NO. 

LOCATION SHL 2210' FSL & 430' FWL 

BHL 330' FSL & 430' FWL 
Sec 31, T14S, R38E 

COUNTY 

Lea 

STATE 

New Mexico 

TYPE WELL 

OIL X EXPL X 

GAS PROD 

ORIGINAL ESTIMATE X 

REVISED ESTIMATE 

SUPPLEMENTAL ESTIMATE 

EST. START DATE EST. COMP. DATE FORMATION EST. TD 

9800 TVD 
11600' MD 

PROJECT DESCRIPTION: 
Drill and complete a horizontal wolfcamp well. 

' DRY HOLE AFTER COMPLETED 
INTANGIBLES COST CASING POINT WELL COST 

Intangible Drilling Costs $2,463,180 $2,463,180 
Intangible Completion Costs 712,750 712,750 
TOTAL INTANGIBLE COSTS 2,463,180 712,750 3,175,930 

TANGIBLES 
Well Equipment 132,000 474,000 606,000 
Lease Equipment 84,000 84,000 
TOTAL TANGIBLE WELL COST 132,000 558,000 690,000 

PLUG AND ABANDON COST 60,000 (60,000) 

TOTAL WELL COST: $2,655,180 $1,210,750 $3,865,930 

Comments on Well Costs: 
1: All tubulars, well or lease equipment is priced by COPAS and CEPS guidelines using the Historic Price Multiplier. 

WELL CONTROL INSURANCE: 

Unless otherwise indicated below, you, as a non-operating working interest owner, agree to be covered by Operator's well control 
insurance procured by Operator so long as Operator conducts operations hereunder and to pay your prorated share of the premiums 
therefore. If you elect to purchase your own well control insurance, you must provide a certificate of such insurance acceptable to 
Operator, as to form and limits, at the time this AFE is returned, if available, but in no event later than commencement of drilling 
operations. You agree that failure to provide the certificate of insurance, as provided herein, will result in your being covered by 
insurance procured by Operator. 

I elect to purchase my own well control insurance policy. 

Well control insurance procured by Operator, provides, among other terms, for $20,000,000 (100% W.I.) of Combined Single Limit 
coverage for well control and related redrilling and clean-up/pollution expense covering drilling (through completion) with a 
$1,000,000 (100% W.I.) deductible. 

Comments on AFE 

The above costs are estimates only and anticipate trouble free operations without any foreseeable change in plans. The actual costs 
may exceed the estimated costs without affecting the authorization for expenditure herein granted. By approval of this AFE, the 
working interest owner agrees to pay its proportionate share of actual legal, curative, regulatory and well costs under term of the joint 
operating agreement, regulatory order or other applicable agreement covering this well. 

#VALUEI 

CIMAREX ENERGY CO. APPROVAL 
PREPARED BY 

Mark Audas, Sr. Drilling/Completion Engineer 
Permian Basin 

DRILLING AND COMPLETION MANAGER 

Doug Park, Mgr Drilling/Completion Operations 
Offshore and Permian Regions 

REGIONAL MANAGER 

Roger Alexander, Regional Manager 
Permian Basin 

JOINT INTEREST APPROVAL 
COMPANY BY DATE 

4/16/2007 11:51 AM 



PROJECT COST ESTIMATE 

LEASE NAME: Pyramid WELL NO.: 

I N T A N G I B L E S 

D R Y H O L E 

C O S T 

A F T E R C A S I N G 

POINT 

C O M P L E T E D 

W E L L C O S T 

ROADS & LOCATION PREPARATION / RESTORATION DIDC.100 $100,000 $8,000 $108,000 

DAMAGES •IDC.105 $4,000 $1,000 $5,000 

MUD/FLUIDS DISPOSAL CHARGES $20,000 DICC.235 $20,000 $40,000 

DAY RATE 46 DH DAYS 5 ACP DAYS ( 17430 PER DAY $801,780 $87,150 $888,930 

MISC PREPARATION COST (mouse hole, rat hole, pads, pile clusters, misc.) DIDC.120 $8,000 $8,000 

BITS $100,000 DICC. 125 $1,000 $101,000 

FUEL $2.20 PER GALLON $111,000 $11,000 $122,000 

WATER / COMPLETION FLUIDS DIDC.140 $32,200 $25,000 $57,200 

MUD 6, ADDITIVES $64,400 $64,400 

SURFACE RENTALS $69,000 DICC.140 $45,000 $114,000 

DOWNHOLE RENTALS $144,000 $10,000 $154,000 

FORMATION EVALUATION (DST, Coring including evaluation, G&G SERVICES) 

MUD LOGGING 37 DAYS @ $900 PER DAY $47,000 547,000 

OPEN HOLE LOGGING $65,000 $135,000 

CEMENTING & FLOAT EQUIPMENT $50,000 $40,000 $90,000 

TUBULAR INSPECTIONS $5,000 $2,500 $7,500 

CASING CREWS DIDC.195 $12,000 $15,000 $27,000 

EXTRA LABOR, WELDING, ETC. $27,600 $5,000 $32,600 

LAND TRANSPORTATION (Trucking) $32,200 DICC175 $7,000 139,200 

SUPERVISION $51,000 $18,000 $69,000 

TRAILER HOUSE/CAMP/CATERING $17,000 $2,500 $19,500 

OTHER MISC EXPENSES $5,000 $5,000 $10,000 

OVERHEAD $14,000 $4,200 $18,200 

REMEDIAL CEMENTING DICC215 

MOB/DEMOB $150,000 $150,000 

DIRECTIONAL DRILLING SERVICES 22 DAYS 9500 PER DAY $209,000 $209,000 : 

DOCK, DISPATCHER, CRANE 

MARINE & AIR TRANSPORTATION 

SOLIDS CONTROL $166,000 $166,000 

WELL CONTROL EQUIP (Snubbing services) $28,000 $16,800 $44,800 

FISHING & SIDETRACK OPERATIONS 

COMPLETION RIG 14 DAYS( 4400 PER DAY $61,600 

COIL TUBING DAYS ( PER DAY DICC.260 

COMPLETION LOGGING, PERFORATING, WL UNITS, WL SURVEYS $35,000 $35,000 

STIMULATION $220,000 $220,000 

LEGAUREGULATORY/CURATIVE DIDC.300 $10,000 $10,000 

WELL CONTROL INSURANCE $0.35 PER FOOT $3,000 $3,000 

CONTINGENCY 5% OF DRILLING INTANGIBLES $117,000 $32,000 $149,000] 

CONSTRUCTION FOR WELL EQUIPMENT $1,000 1,000 

CONSTRUCTION FOR LEASE EQUIPMENT $39,000 $39,000 

CONSTRUCTION FOR SALES P/L 

warn 
v , $2',463f 80 ,-.;$712,750 

T A N G I B L E - W E L L E Q U I P M E N T 

C A S I N G : SIZE FEET $/FOOT 

DRIVE PIPE 20" 40 100.00 DWEB.150 4,000 $4,000 

CONDUCTOR PIPE DWEB.130 

WATER STRING 

SURFACE CASING 13-3/8" 250 42.00 11,000 $11,000 

INTERMEDIATE CASING 8-5/8" 4,500 23.40 DWEB.145 105,000 $105,000 

DRILLING LINER 

DRILLING LINER 

PRODUCTION CASING OR LINER 5 1/2" 9,800 15.90 DWEA.100 156,000 $156,000 

PRODUCTION TIE-BACK 

TUBING 2 7/8" 12,000 6.50 78,000 $78,000 

N/C WELL EQUIPMENT ),000 ),000 

WELLHEAD, TREE, CHOKES 12,000 $28,000 $40,000 

LINER HANGER, ISOLATION PACKER 

PACKER, NIPPLES $110,000 $110,000 

PUMPING UNIT, ENGINE $78,000 $78,000 

LIFT EQUIPMENT (BHP, Rods, Anchors) $15,000 $15,000 

T A N G I B L E - L E A S E E Q U I P M E N T 

N/C LEASE EQUIPMENT $44,000 $44,000 

TANKS, TANKS STEPS, STAIRS $21,000 $21,000 

BATTERYi(Heater Treater, Separator, Gas Treating Equipment) i,000 $18,000 

FLOW LINES (Line Pipe from wellhead to central facility) $1,000 $1,000 

OFFSHORE PRODUCTION STRUCTURE FOR FACILITIES 

PIPELINES TO SALES 

;$558,000 2£2690,00Q 

P&A COSTS 60.000 (60.000) 

i H S i S T , $2 655 180 $1 210 750 j 3 865ff>9 
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April 11,2007 

Betty & M.L. Tieche 
38 Lotta Avenue 
Battle Creek, MI 49014 

Re: Oil & Gas Lease 
W/2 of Section 31 
Township 14 South, Range 38 East 
Lots 3, 4, S/2NW/4, N/2SW/4, 
SW/4NE/4 and NW/4SE/4 of Section 6 
Township 15 South, Range 38 East 
Lea County, New Mexico 

Dear Betty & ML. : 

According to our title research you own an undivided .9092726 net mineral acres under 
the above described lands. Enclosed is an Oil and Gas Lease for your review. The terms of this 
lease are a $100.00 flat fee bonus consideration, three (3) year paid-up primary term and one-
fifth (1/5) royalty. 

If these terms are acceptable, please sign the lease in the presence of a Notary Public, and 
thereafter, return the lease along with the completed W-9 form to the above letterhead address. 
Upon receipt, subject to approval of title, we will process the Lease and forward you a check in 
the amount of $100.00 within thirty (30) days. - -

Thank you for your attention to this matter. Should you have any questions, please do 
not hesitate to call. 

Sincerely, 

SHAW INTERESTS 

Tim Lilley m 
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OIL & GAS LEASE 
THIS AGREEMENT made this I I t h day of April 2007, between Betty Tieche and husband, MX. Tieche, as Lessor (whether one or more), whose address is 38 
Lotta Avenue, Battle Creek, MI 49014, and Shaw Interests, Inc. whose address is 310 W. Wall St., Ste. 305, Midland, Texas 79701, Lessee, 

WITNESSETH: 

1. Lessor, 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 the Lessee herein contained, hereby grants, leases and lets exclusively unto Lessee for the purpose of investigating, exploring, prospecting, drilling, and 
operating for and producing oil and gas, injecting gas, waters, other fluids, and air into subsurface strata, laying pipelines, storing oil, 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 following described land in 
Lea County, New Mexico, to-wit: 

i 

Township 14 South, Range 38 East 
W/2 of Section 31 

Township 15 South, Range 38 East 
Lots 3, 4, S/2NW/4, N/2SW/4, SW/4NE/4 andNW/4SE/4 of Section 6 

Said land is estimated to comprise 640.15998 acres, whether it actually comprises more or less. 

2. Subject to the other provisions herein contained, this lease shall remain in force for a term of Three (3) years from this date (called "primary term") and as long 
thereafter as oil or gas is produced from said land or from land with which said land is pooled. : 

3. The royalties to be paid by Lessee are: (a) on oil, and other liquid hydrocarbons saved at the well, one-fifth (1/5) of that produced and saved from said land, same to 
be delivered at the wells or to the credit of Lessor in the pipeline to which the wells may be connected; (b) on gas, including casinghead gas or other gaseous substance 
produced from said land and used off the premises or used in the manufacture of gasoline or other products, the market value at the well of one-fifth (1/5) of the gas 
used, provided that on gas sold on or off the premises, the royalties shall be one-fifth (1/5) of the amount realized from such sale; (c) and at any time when this lease is 
not validated by other provisions hereof and there is a gas and/or condensate well on said land, or land pooled therewith, but gas or condensate is not being so sold or 
used and such well is shut in, either before or after production therefrom, then on or before 90 days after said well is shut in, and thereafter at annual intervals, Lessee 
may pay or tender an advance shut-in royalty equal to $1.00 per net acre of Lessor's gas acreage then 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 it shall be considered under all clauses hereof that gas is being produced from 
the leased premises in paying quantities. Each such payment shall be paid or tendered to the party or parties who at the time of such payment would be entitled to 
receive the royalties which would be paid under this lease if the well were in fact producing. The payment or tender of royalties and shut-in royalties may be made by 
check or draft. Any timely payment or tender of shut-in royalty which is made in a bona fide attempt to make proper payment, but which is erroneous in .whole or in 
part as to parties or amounts, shall nevertheless be sufficient to prevent termination of this lease in the same manner as though a proper payment had been made if 
Lessee shall correct such error within 30 days after Lessee has received written notice thereof by certified ;mail from the 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 of gas 
on or off 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 to applicable regulatory orders and after 
application of 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 off the leased premises) or transports gas off the leased premises, Lessee in computing royalty hereunder may deduct from such price a reasonable 
charge for each of such functions performed. 

4. This is a paid-up lease and Lessee shall not be obligated during the primary term hereof to commence or continue any operations of 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 to relieve Lessee of the obligation 
to pay royalties on actual production pursuant to the provisions of Paragraph 3 hereof. 

5. Lessee is hereby granted the right and power, from time to time, to pool or combine this lease, the land covered by it or any part or horizon thereof with any other 
land, leases, mineral estates or parts thereof for the production of oil or gas. Units pooled hereunder shall not exceed the standard proration unit fixed by law or by the 
Oil Conservation Division of the Energy and Minerals Department of the State of New Mexico or by any other lawful authority for the pool or area in which said land is 
situated, plus a tolerance often percent. Lessee shall file written unit designations in the county in which the premises are located and such units may be designated 
from time to time and either before or after the completion of wells. Drilling operations on or production from any part of any such unit shall be considered for all 
purposes, except the payment of royalty, as operations conducted upon or production from the land described in this lease. There shall be allocated to the land covered 
by this lease included in any such unit that portion of the total production of pooled minerals from wells in the unit, after deducting any used in lease or unit operations, 
which the net oil or gas acreage in the land covered by this lease included in the unit bears to the total number of surface acres in the unit. The production so allocated 
shall be considered for all purposes, including the payment or delivery of royalty, to be the entire production of pooled minerals from the portion of said land covered 
hereby and included in said unit in the same manner as though produced from said land under the terms of this lease. Any pooled unit designated by Lessee, as 
provided herein, may be dissolved by Lessee by recording an appropriate instrument in the County where the land is situated at any time after the completion of a dry 
hole or the cessation of production on said unit. 

6. If at the expiration of the primary term there is no well upon said land capable of producing oil or gas, hut Lessee has commenced operations for drilling or 
reworking thereon, this lease shall remain in force so long as operations are prosecuted with no cessation of more than 60 consecutive days, whether such operations be 
on the same well or on a different or additional well or wells, and if they result in the production of oil or gas, so long thereafter as oil or gas is produced from said land. 
If after the expiration of the primary term, all wells upon said land should become incapable of producing for any cause, this lease shall not terminate if Lessee 
commences operations for additional drilling or for reworking within 60 days thereafter. If any drilling, additional drilling, or reworking operations hereunder result in 
production, then this lease shall remain in full force so long thereafter as oil or 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 all operations hereunder, and the royalty shall be 
computed after deducting any so used. Lessee shall have the right at any time during or after the expiration of this lease to remove all property and fixtures placed by 
Lessee on said land, including the right to draw and remove all casing. When required by Lessor, Lessee will bury all pipe lines on cultivated lands below ordinary 
plow depth, and no well shall be drilled within two hundred feet (200 ft.) of any residence or barn now on said land without Lessor's consent. Lessor shall have the 
privilege, at his risk and expense, of using gas from any gas well on said land for stoves and inside lights in the principal dwelling thereon, out of any surplus gas not 
needed for operations hereunder. 

8. The rights of either party hereunder may be assigned in whole or in part and the provisions hereof shall extend to their heirs, executors, administrators, successors 
and assigns; but no change in the ownership of the land or in the ownership of, or rights to receive, royalties or shut-in royalties, however accomplished shall operate to 
enlarge the obligations or diminish the rights of Lessee; and no such change or division shall be binding upon Lessee for any purpose until 30 days after Lessee has 
been furnished by certified mail at Lessee's principal place of business with acceptable instruments or certified copies thereof constituting the chain of title from the 
original Lessor. If any such change in ownership occurs through the death of the owner, Lessee may, at its option, pay or tender any royalties or shut-in royalties in the 
name of the deceased or to his estate or to his heirs, executor or administrator until such time as Lessee has been furnished with evidence satisfactory to Lessee as to the 
persons entitled to such sums. An assignment of this lease in whole or in part shall, to the extent of such assignment, relieve and discharge Lessee of any obligations 
hereunder and, if Lessee or assignee of part or parts hereof shall fail or make default in the payment of the proportionate part of royalty or shut-in royalty due from such 
Lessee or assignee or fail to comply with any of the provisions of this lease, such default shall not affect this lease insofar as it covers a part of said lands upon which 
Lessee or any assignee thereof shall properly comply or make such payments. 

9. Should Lessee be prevented from complying with any express or implied covenant of this lease, or from conducting drilling or reworking operations hereunder, or 
from producing oil or gas hereunder by reason of scarcity or inability to obtain or use equipment or material, or by operation of force majeure, or by any Federal or state 
law or any order, rule or regulation of governmental authority, or governmental inactivity, 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 drilling or 
reworking operations or from producing oil or gas hereunder; and the time while Lessee is so prevented shall not be counted against Lessee, anything in mis lease to the 
contrary notwithstanding. 



10. Lessor hereby warrants and agrees to defend the title to said land and agrees that Lessee at is option may discharge any tax, mortgage or other lien upon said land, 
and in the event Lessee does so it shall be subrogated to such Hen with the right to enforce same and to apply royalties and shut-in royalties payable hereunder toward 
satisfying same. Without impairment of Lessee's rights under the warranty, if this lease covers a less interest in the oil and gas in all or any part of said land than the 
entire and undivided fee simple estate (whether Lessor's interest is herein specified or not) then the royalties, shut-in royalty, and other payments, if any, accruing from 
any part as to which this lease covers less than such full interest, shall be paid only in the proportion which the interest therein, if any, covered by this lease, bears to the 
whole and undivided fee simple estate therein. Should any one or more of the parties named above as Lessors fail to execute this lease, it shall nevertheless be binding 
upon the party or parties executing the same. 

11. Lessee, its or his successors, heirs and assigns, shall have the right 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, or by placing a release thereof of record in the county in which said land is situated; thereupon Lessee 
shall be relieved from all obligations, expressed or implied, of this agreement as to acreage so surrendered, and thereafter the shut-in royalty payable hereunder shall be 
reduced in the proportion that the acreage covered hereby is reduced by said release or releases. 

Executed the day and year first above written. 

Betty Tieche M.L. Tieche 

ACKNOWLEDGMENT 

STATE OF MICHIGAN § 
§ 
§ COUNTY OF 

This instrument was acknowledged before me on the day of ., 2007, by Betty Tieche. 

Notary Public, State of Michigan 

My Commission Expires: 

ACKNOWLEDGMENT 

STATE OF MICHIGAN § 
§ 
§ COUNTY OF 

This instrument was acknowledged before me on the day of 2007, by M.L. Tieche. 

Notary Public, State of Michigan 

My Commission Expires: 
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April 17, 2007 

Ben and Kay Wicker 
349 Walnut 
Wyandotte, MI 48192 

Re: Pyramid #1 
W/2 of Section 31, Township 14 South, Range 38 East 
Lea County, New Mexico 

Dear Ben & Kay: 

In conjunction with our proposal of April 11, 2007 to lease your undivided mineral interest in the 
above described lands, please be advised that our client, Cimarex Energy Co., proposes to drill a 
horizontal Wolfcamp test at the following location in Section 31, Township 14 South, Range 38 
East, Lea County, New Mexico: 

• Surface Hole Location: 2210'FSL & 430'FWL 
• Bottom Hole Location: 330'FSL & 430'FWL 

Enclosed is a detailed AFE reflecting estimated well costs. 

If you wish to participate and pay your proportionate share of well costs, please execute the AFE 
and return to the undersigned as soon as possible. Otherwise, in lieu of being subject to a 
compulsory pooling, you have the option to lease your minerals at the terms previously proposed 
being: 

• $100/Acre, 1/5 Royalty, 3 years 

Please do not hesitate to contact us with any questions. We look forward to your response. 

Sincerely, 

SHAW INTERESTS 
rr-
LT) 
JO 
rv 

m 

Maner B. Shaw 
zt-
• 

• 
ru 
m 
a 

• 

Sen; 7b 

Street, Apt. No. 
or PO Box No. 

Ciiyrstaie,'zYp+4~ 



AUTHORIZATION FOR EXPENDITURE 

COMPANY ENTITY 

Cimarex Energy Co. 
DATE PREPARED 

March 8, 2007 
S REGION 

Permian 

WELL NAME 

Pyramid 

WELL NO 

1 

PROSPECT OR FIELD NAME 

Star-Denton 

PROPERTY NUMBER DRILLING AFE NO. 

LOCATION SHL 2210' FSL & 430' FWL 

BHL 330' FSL & 430' FWL 
Sec 31, T14S, R38E 

COUNTY 

Lea 

STATE 

New Mexico 

TYPE WELL 

OIL X EXPL X 

GAS PROD 

ORIGINAL ESTIMATE X 

REVISED ESTIMATE 

SUPPLEMENTAL ESTIMATE 

EST. START DATE EST. COMP. DATE FORMATION EST. TD 

9800 TVD 
11600' MD 

PROJECT DESCRIPTION: 
Drill and complete a horizontal wolfcamp well. 

INTANGIBLES 

Intangible Drilling Costs 
Intangible Completion Costs 
TOTAL INTANGIBLE COSTS 

TANGIBLES 
Well Equipment 
Lease Equipment 
TOTAL TANGIBLE WELL COST 

PLUG AND ABANDON COST 

TOTAL WELL COST: 

DRY HOLE 
COST 

$2,463,180 

2,463,180 

132,000 

132,000 

60,000 

$2,655,180 

AFTER 
CASING POINT 

712,750 
712,750 

474,000 
84,000 

558,000 

(60,000) 

$1,210,750 

COMPLETED 
WELL COST 

$2,463,180 
712,750 

Comments on Well Costs: 
11 All tubulars, well or lease equipment is priced by COPAS and CEPS guidelines using the Historic Price Multiplier. 

3,175,930 

606,000 
84,000 

690,000 

$3,865,930 

WELL CONTROL INSURANCE: 

Unless otherwise indicated below, you, as a non-operating working interest owner, agree to be covered by Operator's well control 
insurance procured by Operator so long as Operator conducts operations hereunder and to pay your prorated share of the premiums 
therefore. If you elect to purchase your own well control insurance, you must provide a certificate of such insurance acceptable to 
Operator, as to form and limits, at the time this AFE is returned, if available, but in no event later than commencement of drilling 
operations. You agree that failure to provide the certificate of insurance, as provided herein, will result in your being covered by 
insurance procured by Operator. 

I elect to purchase my own well control insurance policy. 

Well control insurance procured by Operator, provides, among other terms, for $20,000,000 (100% W.I.) of Combined Single Limit 
coverage for well control and related redrilling and clean-up/pollution expense covering drilling (through completion) with a 
$1,000,000 (100% W.I.) deductible. 

Comments on AFE 

The above costs are estimates only and anticipate trouble free operations without any foreseeable change in plans. The actual costs 
may exceed the estimated costs without affecting the authorization for expenditure herein granted. By approval of this AFE, the 
working interest owner agrees to pay its proportionate share of actual legal, curative, regulatory and well costs under term of the joint 
operating agreement, regulatory order or other applicable agreement covering this well. 

#VALUEI 

CIMAREX ENERGY CO. APPROVAL 
PREPARED BY DRILLING AND COMPLETION MANAGER REGIONAL MANAGER 

Mark Audas, Sr. Drilling/Completion Engineer 
Permian Basin 

Doug Park, Mgr Drilling/Completion Operations 
Offshore and Permian Regions 

Roger Alexander, Regional Manager 
Permian Basin 

i 
JOINT INTEREST APPROVAL 

COMPANY BY DATE 

4/16/2007 11:51 AM 



LEASE NAME: Pyramid 

PROJECT COST ESTIMATE 

WELL NO.: 

I N T A N G I B L E S 

D R Y H O L E 

C O S T 

A F T E R C A S I N G 

POINT 

C O M P L E T E D 

W E L L C O S T 

ROADS & LOCATION PREPARATION / RESTORATION $100,000 i,000 J108.000 

DAMAGES $4,000 •ICC.105 $1,000 $5,000 

MUD/FLUIDS DISPOSAL CHARGES $20,000 $20,000 1,000 

DAY RATE 46 DH DAYS 5 ACP DAYS ( 17430 PER DAY $801,780 $87,150 $888,930 

MISC PREPARATION COST (mouse hole, rat hole, pads, pile clusters, misc.) $8,000 $8,000 

BITS $100,000 $1,000 $101,000 

FUEL $2.20 PER GALLON $111,000 $11,000 $122,000 

WATER / COMPLETION FLUIDS $32,200 $25,000 $57,200 

MUD & ADDITIVES $64,400 $64,400 

SURFACE RENTALS $69,000 $45,000 $114,000 

DOWNHOLE RENTALS $144,000 $10,000 $154,000 

FORMATION EVALUATION (DST, Coring including evaluation, G&G SERVICES) DIDC.160 

MUD LOGGING 37 DAYS $900 PER DAY $47,000 $47,000 

OPEN HOLE LOGGING $65,000 $65,000 

CEMENTING & FLOAT EQUIPMENT $50,000 $40,000 $90,000 

TUBULAR INSPECTIONS $5,000 $2,500 $7,500 

CASING CREWS $12,000 $15,000 $27,000 

EXTRA LABOR, WELDING, ETC. $27,600 $5,000 $32,600 

LAND TRANSPORTATION (Trucking) $32,200 $7,000 $39,200 

SUPERVISION $51,000 $18,000 ),000 

TRAILER HOUSE/CAMP/CATERING $17,000 $2,500 $19,500 

OTHER MISC EXPENSES $5,000 $5,000 $10,000 

OVERHEAD $14,000 $4,200 $18,200 

REMEDIAL CEMENTING 

MOB/DEMOB $150,000 $150,000 

DIRECTIONAL DRILLING SERVICES 22,DAYS 9500 PER DAY $209,000 $209,000 
DOCK, DISPATCHER, CRANE 

MARINE & AIR TRANSPORTATION 

SOLIDS CONTROL $166,000 $166,000 

WELL CONTROL EQUIP (Snubbing services) $28,000 $16,800 $44,800 

FISHING & SIDETRACK OPERATIONS 

COMPLETION RIG 14 DAYS « 4400 PER DAY $61,600 $61,600 

COIL TUBING DAYS @ PER DAY 

COMPLETION LOGGING, PERFORATING, WL UNITS, WL SURVEYS $35,000 $35,000 

STIMULATION $220,000 $220,000 

LEGAL/REGULATORY/CURATIVE DIDC.300 $10,000 $10,000 

WELL CONTROL INSURANCE $0.35 PER FOOT $3,000 $3,000 

CONTINGENCY 5% OF DRILLING INTANGIBLES $117,000 $32,000 $149,000 

CONSTRUCTION FOR WELL EQUIPMENT $1,000 $1,000 

CONSTRUCTION FOR LEASE EQUIPMENT DLEQ.110 $39,000 $39,000 

CONSTRUCTION FOR SALES P/L 

Ic l f IM!l f lNMB|M0M •mm? • S2;463fa0 '•3*-i;$71Z,7S0 

T A N G I B L E - W E L L E Q U I P M E N T 

C A S I N G SIZE FEET $/FOOT 

DRIVE PIPE 40 100.00 4,000 $4,000 

CONDUCTOR PIPE 

WATER STRING 

SURFACE CASING 13-3/8" 250 42.00 11,000 $11,000 

INTERMEDIATE CASING 8-5/8" 4,500 23.40 105,000 $105,000 

DRILLINGLINER 

DRILLINGLINER 

PRODUCTION CASING OR LINER 5 1/2" 9,800 15.90 156,000 $156,000 
PRODUCTION TIE-BACK 

TUBING 2 7/8" $78,000 

N/C WELL EQUIPMENT $9,000 

WELLHEAD, TREE, CHOKES- 12,000 i.OOO $40,000 

LINER HANGER, ISOLATION PACKER 

PACKER, NIPPLES $110,000 $110,000 

PUMPING UNIT, ENGINE $78,000 $78,000 

LIFT EQUIPMENT (BHP, Rods, Anchors) $15,000 $15,000 

T A N G I B L E - L E A S E E Q U I P M E N T 

N/C LEASE EQUIPMENT $44,000 $44,000 

TANKS, TANKS STEPS, STAIRS $21,000 $21,000 
BATTERY^(Heater Treater, Separator, Gas Treating Equipment) $18,000 $18,000 

FLOW LINES (Line Pipe from wellhead to central facility) $1,000 $1,000 

OFFSHORE PRODUCTION STRUCTURE FOR FACILITIES 

PIPELINES TO SALES 

| P l ! » G l f i E S § § t ^ ^ U S •••,..$558,000 C$6.9j),fP.Q0 

P&A COSTS 60,000 (60,000) 

TOITAL CQST H i > $2 655 180 *1 210 7 0 % $3 86S93Q 
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April 11, 2007 

Ben and Kay Wicker 
349 Walnut 
Wyandotte, MI 48192 

Re: Oil & Gas Lease 
W/2 of Section 31 
Township 14 South, Range 38 East 
Lots 3, 4, S/2NW/4, N/2SW/4, 
SW/4NE/4 and NW/4SE/4 of Section 6 
Township 15 South, Range 38 East 
Lea County, New Mexico 

Dear Ben & Kay.: 

According to our title research you own an undivided .9092726 net mineral acres under 
the above described lands. Enclosed is an Oil and Gas Lease for your review. The terms of this 
lease are a $100.00 flat fee bonus consideration, three (3) year paid-up primary term and one-
fifth (1/5) royalty. 

If these terms are acceptable, please sign the lease in the presence of a Notary Public, and 
thereafter, return the lease along with the completed W-9 form to the above letterhead address. 
Upon receipt, subject to approval of title, we will process the Lease and forward you a check in 
the amount of $100.00 within thirty (30) days. 

Thank you for your attention to this matter. Should you have any questions, please do 
not hesitate to call. 

Sincerely, 

SHAW INTERESTS 

Tim Lilley 
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OIL & GAS LEASE 
THIS AGREEMENT made this l l " 1 day of April 2007, between Ben P. Wicker, Jr. and wife, Kay Wicker, as Lessor (whether one or more), whose address is 
349 Walnut, Wyandotte, M I 48192, and Shaw Interests, Inc. whose address is 310 W. Wall St., Ste. 305, Midland, Texas 79701, Lessee, 

WITNESSETH: 

1. Lessor, 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 the Lessee herein contained, hereby grants, leases and lets exclusively unto Lessee for the purpose of investigating, exploring, prospecting, drilling, and 
operating for and producing oil and gas, injecting gas, waters, other fluids, and air into subsurface strata, laying pipelines, storing oil, 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 following described land in 
Lea County, New Mexico, to-wit: 

Township 14 South, Range 38 East 
W/2 of Section 31 

Township 15 South, Range 38 East 
Lots 3, 4, S/2NW/4, N/2SW/4, SW/4NE/4 and NW/4SE/4 of Section 6 

Said land is estimated to comprise 640.15998 acres, whether it actually comprises more or less. 

2. Subject to the other provisions herein contained, this lease shall remain in force for a term of Three (3) years from this date (called "primary term") and as long 
thereafter as oil or gas is produced from said land or from land with which said land is pooled. 

3. The royalties to be paid by Lessee are: (a) on oil, and other liquid hydrocarbons saved at the well, one-fifth (1/5) of that produced and saved from said land, same to 
be delivered at the wells or to the credit of Lessor in the pipeline to which the wells may be connected; (b) on gas, including casinghead gas or other gaseous substance 
produced from said land and used off the premises or used in the manufacture of gasoline or other products, the market value at the well of one-fifth (1/5) of the gas 
used, provided that on gas sold on or off the premises, the royalties shall be one-fifth (1/5) of the amount realized from such sale; (c) and at any time when this lease is 
not validated by other provisions hereof and there is a gas and/or condensate well on said land, or land pooled therewith, but gas or condensate is not being so sold or 
used and such well is shut in, either before or after production therefrom, then on or before 90 days after said well is shut in, and thereafter at annual intervals, Lessee 
may pay or tender an advance shut-in royalty equal to $1.00 per net acre of Lessor's gas acreage then 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 it shall be considered under all clauses hereof that gas is being produced from 
the leased premises in paying quantities. Each such payment shall be paid or tendered to the party or parties who at the time of such payment would be entitled to 
receive the royalties which would be paid under this lease if the well were in fact producing. The payment or tender of royalties and shut-in royalties may be made by 
check or draft. Any timely payment or tender of shut-in royalty which is made in a bona fide attempt to make proper payment, but which is erroneous in whole or in 
part as to parties or amounts, shall nevertheless be sufficient to prevent termination of this lease in the same manner as though a proper payment had been made if 
Lessee shall correct such error within 30 days after Lessee has received written notice thereof by certified mail from the 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 of gas 
on or off 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 to applicable regulatory orders and after 
application of 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 off the leased premises) or transports gas off the leased premises, Lessee in computing royalty hereunder may deduct from such price a reasonable 
charge for each of such functions performed. 

4. This is a paid-up lease and Lessee shall not be obligated during the primary term hereof to commence or continue any operations of 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 to relieve Lessee of the obligation 
to pay royalties on actual production pursuant to the provisions of Paragraph 3 hereof. 

5. Lessee is hereby granted the right and power, from time to time, to pool or combine this lease, the land covered by it or any part or horizon thereof with any other 
land, leases, mineral estates or parts thereof for the production of oil or gas. Units pooled hereunder shall not exceed the standard proration unit fixed by law or by the 
Oil Conservation Division of the Energy and Minerals Department of the State of New Mexico or by any other lawful authority for the pool or area in which said land is 
situated, plus a tolerance of ten percent. Lessee shall file written unit designations in the county in which the premises are located and such units may be designated 
from time to time and either before or after the completion of wells. Drilling operations on or production from any part of any such unit shall be considered for all 
purposes, except the payment of royalty, as operations conducted upon or production from the land described in this lease. There shall be allocated to the land covered 
by this lease included in any such unit that portion of the total production of pooled minerals from wells in the unit, after deducting any used in lease or unit operations, 
which the net oil or gas acreage in the land covered by this lease included in the unit bears to the total number of surface acres in the unit. The production so allocated 
shall be considered for all purposes, including the payment or delivery of royalty, to be the entire production of pooled minerals from the portion of said land covered 
hereby and included in said unit in the same manner as though produced from said land under the terms of this lease. Any pooled unit designated by Lessee, as 
provided herein, may be dissolved by Lessee by recording an appropriate instrument in the County where the land is situated at any time after the completion of a dry 
hole or the cessation of production on said unit. 

6. If at the expiration of the primary term there is no well upon said land capable of producing oil or gas, but Lessee has commenced operations for drilling or 
reworking thereon, this lease shall remain in force so long as operations are prosecuted with no cessation of more than 60 consecutive days, whether such operations be 
on the same well or on a different or additional well or wells, and if they result in the production of oil or gas, so long thereafter as oil or gas is produced from said land. 
If, after the expiration of the primary term, all wells upon said land should become incapable of producing for any cause, this lease shall not terminate i f Lessee 
commences operations for additional drilling or for reworking within 60 days thereafter. I f any drilling, additional drilling, or reworking operations hereunder result in 
production, then this lease shall remain in full force so long thereafter as oil or 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 all operations hereunder, and the royalty shall be 
computed after deducting any so used. Lessee shall have the right at any time during or after the expiration of this lease to remove all property and fixtures placed by 
Lessee on said land, including the right to draw and remove all casing. When required by Lessor, Lessee will bury all pipe lines on cultivated lands below ordinary 
plow depth, and no well shall be drilled within two hundred feet (200 ft.) of any residence or barn now on said land without Lessor's consent. Lessor shall have the 
privilege, at his risk and expense, of using gas from any gas well on said land for stoves and inside lights in the principal dwelling thereon, out of any surplus gas not 
needed for operations hereunder. 

8. The rights of either party hereunder may be assigned in whole or in part and the provisions hereof shall extend to their heirs, executors, administrators, successors 
and assigns; but no change in the ownership of the land or in the ownership of, or rights to receive, royalties or shut-in royalties, however accomplished shall operate to 
enlarge the obligations or diminish the rights of Lessee; and no such change or division shall be binding- upon Lessee for any purpose until 30 days after Lessee has 
been furnished by certified mail at Lessee's principal place of business with acceptable instruments or certified copies thereof constituting the chain of title from the 
original Lessor. If any such change in ownership occurs through the death of the owner, Lessee may, at its option, pay or tender any royalties or shut-in royalties in the 
name of the deceased or to his estate or to his heirs, executor or administrator until such time as Lessee has been furnished with evidence satisfactory to Lessee as to the 
persons entitled to such sums. An assignment of this lease in whole or in part shall, to the extent of such assignment, relieve and discharge Lessee of any obligations 
hereunder and, if Lessee or assignee of part or parts hereof shall fail or make default in the payment of the proportionate part of royalty or shut-in royalty due from such 
Lessee or assignee or fail to comply with any of the provisions of this lease, such default shall not affect this lease insofar as it covers a part of said lands upon which 
Lessee or any assignee thereof shall properly comply or make such payments. 

9. Should Lessee be prevented from complying with any express or implied covenant of this lease, or from conducting drilling or reworking operations hereunder, or 
from producing oil or gas hereunder by reason of scarcity or inability to obtain or use equipment or material, or by operation of force majeure, or by any Federal or state 
law or any order, rule or regulation of governmental authority, or governmental inactivity, 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 drilling or 
reworking operations or from producing oil or gas hereunder; and the time while Lessee is so prevented shall not be counted against Lessee, anything in this lease to the 
contrary notwithstanding. 



10. Lessor hereby warrants and agrees to defend the title to said land and agrees that Lessee at is option may discharge any tax, mortgage or other lien upon said land, 
and in the event Lessee does so it shall be subrogated to such lien with the right to enforce same and to apply royalties and shut-in royalties payable hereunder toward 
satisfying same. Without impairment of Lessee's rights under the warranty, if this lease covers a less interest in the oil and gas in all or any part of said land than the 
entire and undivided fee simple estate (whether Lessor's interest is herein specified or not) then the royalties, shut-in royalty, and other payments, if any, accruing from 
any part as to which this lease covers less than such full interest, shall be paid only in the proportion which the interest therein, if any, covered by this lease, bears to the 
whole and undivided fee simple estate therein. Should any one or more of the parties named above as Lessors fail to execute this lease, it shall nevertheless be binding 
upon the party or parties executing the same. 

11. Lessee, its or his successors, heirs and assigns, shall have the right 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, or by placing a release thereof of record in the county in which said land is situated; thereupon Lessee 
shall be relieved from all obligations, expressed or implied, of this agreement as to acreage so surrendered, and thereafter the shut-in royalty payable hereunder shall be 
reduced in the proportion that the acreage covered hereby is reduced by said release or releases. 

Executed the day and year first above written. 

Ben P. Wicker, Jr. Kay Wicker 

ACKNOWLEDGMENT 

STATE OF MICHIGAN § 
§ 
§ COUNTY OF 

This instrument was acknowledged before me on the day of J 2007, by Ben P. Wicker, Jr.. 

Notary Public, State of Michigan 

My Commission Expires: 

ACKNOWLEDGMENT 

STATE OF MICHIGAN § 
§ 
§ COUNTY OF 

This instrument was acknowledged before me on the day of ., 2007, by Kay Wicker. 

Notary Public, State of Michigan 

My Commission Expires: 
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April 17, 2007 

Dan and Alice Wicker 
12603 Farrell Drive 
Silver Springs, MD 20901 

Re: Pyramid #1 
W/2 of Section 31, Township 14 South, Range 38 East 
Lea County, New Mexico 

Dear Dan & Alice: 

In conjunction with our proposal of April 11, 2007 to lease your undivided mineral interest in the 
above described lands, please be advised that our client, Cimarex Energy Co., proposes to drill a 
horizontal Wolfcamp test at the following location in Section 31, Township 14 South, Range 38 
East, Lea County, New Mexico: 

• Surface Hole Location: 2210'FSL & 430'FWL 
. Bottom Hole Location: 330' FSL & 430' FWL 

Enclosed is a detailed AFE reflecting estimated well costs. 

If you wish to participate and pay your proportionate share of well costs, please execute the AFE 
and return to the undersigned as soon as possible. Otherwise, in lieu of being subject to a 
compulsory pooling, you have the option to lease your minerals at the terms previously proposed 
being: 

• $100/Acre, 1/5 Royalty, 3 years 

Please do not hesitate to contact us with any questions. We look forward to your response. 

ly.'S. Postal Service 
CERTIFIED MAIL RECEIPT 
(Domestic Mail Only; No Insurance Coverage provided) 

Sincerely, 

SHAW INTERESTS 

Maner B. Shaw 
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AUTHORIZATION FOR EXPENDITURE 

COMPANY ENTITY 

Cimarex Energy Co. 
DATE PREPARED 

March 8, 2007 
j REGION 

Permian 

WELL NAME 

Pyramid 

WELL NO 

1 

PROSPECT OR FIELD NAME 

Star-Denton 

PROPERTY NUMBER DRILLING AFE NO. 

LOCATION SHL 2210' FSL & 430' FWL 

BHL 330' FSL & 430' FWL 
Sec31,T14S, R38E 

COUNTY 

Lea 

STATE 

New Mexico 

TYPE WELL 

OIL X EXPL X 

GAS PROD 

ORIGINAL ESTIMATE x 

REVISED ESTIMATE 

SUPPLEMENTAL ESTIMATE 

EST. START DATE EST. COMP. DATE FORMATION EST. TD 

9800 TVD 
11600' MD 

PROJECT DESCRIPTION: 
Drill and complete a horizontal wolfcamp well. 

INTANGIBLES 

Intangible Drilling Costs 
Intangible Completion Costs 
TOTAL INTANGIBLE COSTS 

TANGIBLES 
Well Equipment 
Lease Equipment 
TOTAL TANGIBLE WELL COST 

PLUG AND ABANDON COST 

TOTAL WELL COST: 

DRY HOLE 
COST 

$2,463,180 

2,463,180 

132,000 

132,000 

60,000 

$2,655,180 

AFTER 
CASING POINT 

712,750 
712,750 

474,000 
84,000 

558,000 

(60,000) 

$1,210,750 

COMPLETED 
WELL COST 

$2,463,180 
712,750 

Comments on Well Costs: 
11 All tubulars, well or lease equipment is priced by COPAS and CEPS guidelines using the Historic Price Multiplier. 

3,175,930 

606,000 
84,000 

690,000 

$3,865,930 

WELL CONTROL INSURANCE: 

Unless otherwise indicated below, you, as a non-operating working interest owner, agree to be covered by Operator's well control 
insurance procured by Operator so long as Operator conducts operations hereunder and to pay your prorated share of the premiums 
therefore. If you elect to purchase your own well control insurance, you must provide a certificate of such insurance acceptable to 
Operator, as to form and limits, at the time this AFE is returned, if available, but in no event later than commencement of. drilling 
operations. You agree that failure to provide the certificate of insurance, as provided herein, will result in your being covered by 
insurance procured by Operator. 

I elect to purchase my own well control insurance policy. 

Well control insurance procured by Operator, provides, among other terms, for $20,000,000 (100% W.I.) of Combined Single Limit 
coverage for well control and related redrilling and clean-up/pollution expense covering drilling (through completion) with a 
$1,000,000 (100% W.I.) deductible. 

Comments on AFE 

The above costs are estimates only and anticipate trouble free operations without any foreseeable change in plans. The actual costs 
may exceed the estimated costs without affecting the authorization for expenditure herein granted. By approval of this AFE, the 
working interest owner agrees to pay its proportionate share of actual legal, curative, regulatory and well costs under term of the joint 
operating agreement, regulatory order or other applicable agreement covering this well. 

#VALUEI 

CIMAREX ENERGY CO. APPROVAL 
PREPARED BY DRILLING AND COMPLETION MANAGER REGIONAL MANAGER 

Mark Audas, Sr. Drilling/Completion Engineer 
Permian Basin 

Doug Park, Mgr Drilling/Completion Operations 
Offshore and Permian Regions 

Roger Alexander, Regional Manager 
Permian Basin 

JOINT INTEREST APPROVAL 
COMPANY BY DATE 

4/16/2007 11:51 AM 



CIMAREj PROJECT COST ESTIMATE 

LEASE,NAME: Pyramid WELL NO.: 

I N T A N G I B L E S 

D R Y H O L E 

C O S T 

A F T E R C A S I N G 

Codes POINT 

C O M P L E T E D 

W E L L C O S T 

ROADS & LOCATION PREPARATION / RESTORATION DIDC.100 $100,000 8,000 $108,000 

DAMAGES $4,000 $1,000 $5,000 

MUD/FLUIDS DISPOSAL CHARGES DIDC.255 $20,000 $20,000 $40,000 

DAY RATE 46 DH DAYS 5 ACP DAYS ( 17430 PER DAY DIDC.115 $801,780 $87,150 $888,930 

MISC PREPARATION COST (mouse hole, rat hole, pads, pile clusters, misc.) DIDC.120 $8,000 5,000 

BITS $100,000 $1,000 $101,000 

FUEL $2.20 PER GALLON DIDC.135 $111,000 $11,000 122,000 

WATER / COMPLETION FLUIDS DIDC.140 $32,200 $25,000 $57,200 

MUD & ADDITIVES DIDC.145 $64,400 $64,400 

SURFACE RENTALS $69,000 $45,000 $114,000 

DOWNHOLE RENTALS $144,000 $10,000 $154,000 

FORMATION EVALUATION (DST, Coring including evaluation, G&G SERVICES) DIDC.160 

MUD LOGGING 37 DAYS $900 PER DAY $47,000 $47,000 

OPEN HOLE LOGGING $65,000 $65,000 

CEMENTING & FLOAT EQUIPMENT $50,000 $40,000 ),000 

TUBULAR INSPECTIONS $5,000 $2,500 $7,500 

CASING CREWS $12,000 $15,000 $27,000 

EXTRA LABOR, WELDING, ETC. $27,600 $5,000 $32,600 

LAND TRANSPORTATION (Trucking) $32,200 $7,000 $39,200 

SUPERVISION $51,000 $18,000 $69,000 

TRAILER HOUSE/CAMP/CATERING $17,000 $2,500 $19,500 

OTHER MISC EXPENSES $5,000 $5,000 $10,000 

OVERHEAD DIDC.225 $14,000 4,200 $18,200 

REMEDIAL CEMENTING DIDC.231 

MOB/DEMOB DIDC.240 $150,000 $150,000 

DIRECTIONAL DRILLING SERVICES 22 DAYS 9500 PER DAY $209,000 $209,000 
DOCK, DISPATCHER, CRANE 

MARINE & AIR TRANSPORTATION 

SOLIDS CONTROL $166,000 £166,000 
WELL CONTROL EQUIP (Snubbing services) $28,000 $16,800 $44,800 

FISHING & SIDETRACK OPERATIONS 

COMPLETION RIG 14 DAYS( 4400 PER DAY $61,600 61,600 

COIL TUBING DAYS @ PER DAY 

COMPLETION LOGGING, PERFORATING, WL UNITS, WL SURVEYS $35,000 $35,000 
STIMULATION $220,000 $220,000 

LEGAL/REGULATORY/CURATIVE DIDC.300 $10,000 DICC.280 $10,000 

WELL CONTROL INSURANCE $0.35 PER FOOT $3,000 $3,000 

CONTINGENCY 5% OF DRILLING INTANGIBLES $117,000 $32,000 $149,000 

CONSTRUCTION FOR WELL EQUIPMENT $1,000 $1,000 

CONSTRUCTION FOR LEASE EQUIPMENT DLEQ.110 $39,000 $39,000 

CONSTRUCTION FOR SALES P/L 

S P ^ l l § l ^ S i l O S T > : • $2 463jil80 •y:»i;-:i:-;$7ig,7sg 

T A N G I B L E - W E L L E Q U I P M E N T 

C A S I N G SIZE FEET $/FOOT 

DRIVE PIPE 100.00 4,000 $4,000 

CONDUCTOR PIPE DWEB.130 

WATER STRING DWEB.135 

SURFACE CASING 13-3/8" 250 42.00 DWEB.140 11,000 $11,000 

INTERMEDIATE CASING 8-5/8" 4,500 23.40 DWEB.145 105,000 $105,000 

DRILLING LINER 

DRILLINGLINER 

PRODUCTION CASING OR LINER 5 1/2" 9,800 15.90 DWEA.100 156,000 $156,000 

PRODUCTION TIE-BACK 

TUBING 2 7/8" 6.50 78,000 $78,000 

N/C WELL EQUIPMENT ),000 $9,000 

WELLHEAD, TREE, CHOKES 12,000 $28,000 $40,000 

LINER HANGER, ISOLATION PACKER 

PACKER, NIPPLES $110,000 $110,000 

PUMPING UNIT, ENGINE $78,000 5,000 

LIFT EQUIPMENT (BHP, Rods, Anchors) $15,000 $15,000 

T A N G I B L E - L E A S E E Q U I P M E N T 

N/C LEASE EQUIPMENT DLEQ.115 $44,000 $44,000 

TANKS, TANKS STEPS, STAIRS $21,000 $21,000 

BATTERY,(Heater Treater, Separator, Gas Treating Equipment) $18,000 $18,000 

FLOW LINES (Line Pipe from wellhead to central facility) $1,000 $1,000 

OFFSHORE PRODUCTION STRUCTURE FOR FACILITIES 

PIPELINES TO SALES 

_ $558,000 

P&A COSTS 60,000 (60,000) 

$2,055,180 $1,210>5Q 3fB65j93Q 
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April 11,2007 

Dan and Alice Wicker 
12603 Farrell Drive 
Silver Springs, MD 20901 

Re: Oil & Gas Lease 
W/2 of Section 31 
Township 14 South, Range 38 East 
Lots 3, 4, S/2NW/4, N/2SW/4, 
SW/4NE/4 and NW/4SE/4 of Section 6 
Township 15 South, Range 38 East 
Lea County, New Mexico 

Dear Dan & Alice: 

According to our title research you own an undivided .9092726 net mineral acres under 
the above described lands. Enclosed is an Oil and Gas Lease for your review. The terms of this 
lease are a $100.00 flat fee bonus consideration, three (3) year paid-up primary term and one-
fifth (1/5) royalty. 

If these terms are acceptable, please sign the lease in the presence of a Notary Public, and 
thereafter, return the lease along with the completed W-9 form to the above letterhead address. 
Upon receipt, subject to approval of title, we will process the Lease and forward you a check in 
the amount of $»100.00 within thirty (30) days. 

Thank you for your attention to this matter, 
not hesitate to call. 

Should you have any questions, please do 

Sincerely, 

SHAW INTERESTS 

Tim Lilley 
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OIL & GAS LEASE 
THIS AGREEMENT made this l l " " day of April 2007, between Dan Wicker and wife, Alice Wicker, as Lessor (whether one or more), whose address is 12603 
Farrell Drive, Silver Springs, MD 20901, and Shaw Interests, Inc. whose address is 310 W. Wall St., Ste. 305, Midland, Texas 79701, Lessee, 

WITNESSETH: 

1. Lessor, 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 the Lessee herein contained, hereby grants, leases and lets exclusively unto Lessee for the purpose of investigating, exploring, prospecting, drilling, and 
operating for and producing oil and gas, injecting gas, waters, other fluids, and air into subsurface strata, laying pipelines, storing oil, 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 following described land in 
Lea County, New Mexico, to-wit: 

Township 14 South, Range 38 East 
W/2 of Section 31 

Township 15 South, Range 38 East 
Lots 3, 4, S/2NW/4, N/2SW/4, SW/4NE/4 and NW/4SE/4 of Section 6 

Said land is estimated to comprise 640.15998 acres, whether it actually comprises more or less. 

2. Subject to the other provisions herein contained, this lease shall remain in force for a term of Three (3) years from this date (called "primary term") and as long 
thereafter as oil or gas is produced from said land or from land with which said land is pooled. 

3. The royalties to be paid by Lessee are: (a) on oil, and other liquid hydrocarbons saved at the well, one-fifth (1/5) of that produced and saved from said land, same to 
be delivered at the wells or to the credit of Lessor in the pipeline to which the wells may be connected; (b) oh gas, including casinghead gas or other gaseous substance 
produced from said land and used off the premises or used in the manufacture of gasoline or other products, the market value at the well of one-fifth (1/5) of the gas 
used, provided that on gas sold on or off the premises, the royalties shall be one-fifth (1/5) of the amount realized from such sale; (c) arid at any time when this lease is 
not validated by other provisions hereof and there is a gas and/or condensate well on said land, or land pooled therewith, but gas or condensate is not being so sold or 
used and such well is shut in, either before or after production therefrom, then on or before 90 days after said well is shut in, and thereafter at annual intervals, Lessee 
may pay or tender an advance shut-in royalty equal to $1.00 per net acre of Lessor's gas acreage then 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 it shall be considered under all clauses hereof that gas is being produced from 
the leased premises in paying quantities. Each such payment shall be paid or tendered to the party or parties who at the time of such payment would be entitled to 
receive the royalties which would be paid under this lease if the well were in fact producing. The payment or tender of royalties and shut-in royalties may be made by 
check or draft. Any timely payment or tender of shut-in royalty which is made in a bona fide attempt to make proper payment, but which is erroneous in whole or in 
part as to parties or amounts, shall nevertheless be sufficient to prevent termination of this lease in the same manner as though a proper payment had been made if 
Lessee shall correct such error within 30 days after Lessee has received written notice thereof by certified mail from the 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 of gas 
on or off 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 to applicable regulatory orders and after 
application of 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 off the leased premises) or transports gas off the leased premises, Lessee in computing royalty hereunder may deduct from such price a reasonable 
charge for each of such functions performed. 

4. This is a paid-up lease and Lessee shall not be obligated during the primary term hereof to commence or continue any operations of 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 to relieve Lessee of the obligation 
to pay royalties on actual production pursuant to the provisions of Paragraph 3 hereof. 

5. Lessee is hereby granted the right and power, from time to time, to pool or combine this lease, the land covered by it or any part or horizon thereof with any other 
land, leases, mineral estates or parts thereof for the production of oil or gas. Units pooled hereunder shall not exceed the standard proration unit fixed by law or by the 
Oil Conservation Division of the Energy and Minerals Department of the State of New Mexico or by any other lawful authority for the pool or area in which said land is 
situated, plus a tolerance of ten percent. Lessee shall file written unit designations in the county in which the premises are located and such units may be designated 
from time to time and either before or after the completion of wells. Drilling operations on or production from any part of any such unit shall be considered for all 
purposes, except the payment of royalty, as operations conducted upon or production from the land described in this lease. There shall be allocated to the land covered 
by this lease included in any such unit that portion of the total production of pooled minerals from wells in the unit, after deducting any used in lease or unit operations, 
which the net oil or gas acreage in the land covered by this lease included in the unit bears to the total number of surface acres in the unit. The production so allocated 
shall be considered for all purposes, including the payment or delivery of royalty, to be the entire production of pooled minerals from the portion of said land covered 
hereby and included in said unit in the same manner as though produced from said land under the terms of this lease. Any pooled unit designated by Lessee, as 
provided herein, may be dissolved by Lessee by recording an appropriate instrument in the County where the land is situated at any time after the completion of a dry 
hole or the cessation of production on said unit. 

6. If at the expiration of the primary term there is no well upon said land capable of producing oil or gas, but Lessee has commenced operations for drilling or 
reworking thereon, this lease shall remain in force so long as operations are prosecuted with no cessation of more than 60 consecutive days, whether such operations be 
on the same well or on a different or additional well or wells, and if they result in the production of oil or gas, so long thereafter as oil or gas is produced from said land. 
If, after the expiration of the primary term, all wells upon said land should become incapable of producing for any cause, this .lease shall not terminate if Lessee 
commences operations for additional drilling or for reworking within 60 days thereafter. If any drilling, additional drilling, or reworking operations hereunder result in 
production, then this lease shall remain in full force so long thereafter as oil or 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 all operations hereunder, and the royalty shall be 
computed after deducting any so used.' Lessee shall have the right at any time during or after the expiration of this lease to remove all property and fixtures placed by 
Lessee on said land, including the right to draw and remove all casing. When required by Lessor, Lessee will bury all pipe lines on cultivated lands below ordinary 
plow depth, and no well shall be drilled within two hundred feet (200 ft.) of any residence or barn now on said land without Lessor's consent. Lessor shall have the 
privilege, at his risk and expense, of using gas from any gas well on said land for stoves and inside lights in the principal dwelling thereon, out of any surplus gas not 
needed for operations hereunder. 

8. The rights of either party hereunder may be assigned in whole or in part and the provisions hereof shall extend to their heirs, executors, administrators, successors 
and assigns; but no change in the ownership of the land or in the ownership of, or rights to receive, royalties or shut-in royalties, however accomplished shall operate to 
enlarge the obligations or diminish the rights of Lessee; and no such change or division shall be binding upon Lessee for any purpose until 30 days after Lessee has 
been furnished by certified mail at Lessee's principal place of business with acceptable instruments or certified copies thereof constituting the chain of title from the 
original Lessor. If any such change in ownership occurs through the death of the owner, Lessee may, at its option, pay or tender any royalties or shut-in royalties in the 
name of the deceased or to his estate or to his heirs, executor or administrator until such time as Lessee has been furnished with evidence satisfactory to Lessee as to the 
persons entitled to such sums. An assignment of this lease in whole or in part shall, to the extent of such assignment, relieve and discharge Lessee of any obligations 
hereunder and, if Lessee or assignee of part or parts hereof shall fail or make default in the payment of the proportionate part of royalty or shut-in royalty due from such 
Lessee or assignee or fail to comply with any of the provisions of this lease, such default shall not affect this lease insofar as it covers a part of said lands upon which 
Lessee or any assignee thereof shall properly comply or make such payments. 

9. Should Lessee be prevented from complying with any express or implied covenant of this lease, or from conducting drilling or reworking operations hereunder, or 
from producing oil or gas hereunder by reason of scarcity or inability to obtain or use equipment or material, or by operation of force majeure, or by any Federal or state 
law or any order, rule or regulation of governmental authority, or governmental inactivity, 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 drilling or 
reworking operations or from producing oil or gas hereunder; and the time while Lessee is so prevented shall not be counted against Lessee, anything in this lease to the 
contrary notwithstanding. 



10. Lessor hereby warrants and agrees to defend the title to said land and agrees that Lessee at is option may discharge any tax, mortgage or other lien upon said land, 
and in the event Lessee does so it shall be subrogated to such lien with the right to enforce same and to apply royalties and shut-in royalties payable hereunder toward 
satisfying same. Without impairment of Lessee's rights under the warranty, if this lease covers a less interest in the oil and gas in all or any part of said land than the 
entire and undivided fee simple estate (whether Lessor's interest is herein specified or not) then the royalties, shut-in royalty, and other payments, if any, accruing from 
any part as to which this lease covers less than such full interest, shall be paid only in the proportion which the interest therein, if any, covered by this lease, bears to the 
whole and undivided fee simple estate therein. Should any one or more of the parties named above as Lessors fail to execute this lease, it shall nevertheless be binding 
upon the party or parties executing the same. 

11. Lessee, its or his successors, heirs and assigns, shall have the right 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, or by placing a release thereof of record in the county in which said land is situated; thereupon Lessee 
shall be relieved from all obligations, expressed or implied, of this agreement as to acreage so surrendered, and thereafter the shut-in royalty payable hereunder shall be 
reduced in the proportion that the acreage covered hereby is reduced by said release or releases. 

Executed the day and year first above written. 

Dan Wicker Alice Wicker 

ACKNOWLEDGMENT 

STATE OF MARYLAND § 
§ 
§ COUNTY OF 

This instrument was acknowledged before me on the day of 
J 2007, by Dan Wicker. 

Notary Public, State of Maryland 

My Commission Expires: 

ACKNOWLEDGMENT 

STATE OF MARYLAND § 
§ 
§ COUNTY OF 

This instrument was acknowledged before me on the day of 2007, by Alice Wicker. 

Notary Public, State of Maryland 

My Commission Expires: 
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April 17, 2007 

James Wicker 
2755 Fourth Street 
Wyandotte, MI 48192 

Re: Pyramid #1 
W/2 of Section 31, Township 14 South, Range 38 East 
Lea County, New Mexico 

Dear James: 

In conjunction with our proposal of April 11, 2007 to lease your undivided mineral interest in the 
above described lands, please be advised that our client, Cimarex Energy Co., proposes to drill a 
horizontal Wolfcamp test at the following location in Section 31, Township 14 South, Range 38 
East, Lea County, New Mexico: 

. Surface Hole Location: 2210'FSL & 430'FWL 

. Bottom Hole Location: 330'FSL & 430'FWL 

Enclosed is a detailed AFE reflecting estimated well costs. 

If you wish to participate and pay your proportionate share of well costs, please execute the AFE 
and return to the undersigned as soon as possible. Otherwise, in lieu of being subject to a 
compulsory pooling, you have the option to lease your minerals at the terms previously proposed 
being: 

• $100/Acre, 1/5 Royalty, 3 years 

Please do not hesitate to contact us with any questions. We look_ forward to your response. 

Sincerely, 

SHAW INTERESTS 
-J3 

JO 

t r 

Maner B. Shaw 

ru 
m 
• 

l/.S. Postal Service 
CERTIFIED MAIL RECEIPT 
(Domestic Mail Only; No Insurance Coverage Provided) 

m Postage * >m >=• 
t O 
r-=l 

Certified Fee 

zs-
• Return Receipt Fee 

{Endorsement Required) r \.%^ D
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D
 

Restricted Delivery Fee 
(Endorsement Required) 

• Total Postage & Fees $ 

Postmark 
Here 

Sent To 

StreeY~Apt'No';~ 
or PO Box No. 

City, State, ZIP+4" 



AUTHORIZATION FOR EXPENDITURE 

COMPANY ENTITY 

Cimarex Energy Co. 
DATE PREPARED 

March 8, 2007 
\ REGION 

Permian 

WELL NAME 

Pyramid 

WELL NO 

1 

PROSPECT OR FIELD NAME 

Star-Denton 

PROPERTY NUMBER DRILLING AFE NO. 

LOCATION SHL 2210' FSL & 430' FWL 

BHL 330' FSL & 430' FWL 
Sec31,T14S, R38E 

COUNTY 

Lea 

STATE 

New Mexico 

TYPE WELL 

OIL X EXPL X 

GAS PROD 

ORIGINAL ESTIMATE X 

REVISED ESTIMATE 

SUPPLEMENTAL ESTIMATE 

EST. START DATE EST. COMP. DATE FORMATION EST. TD 

9800 TVD 
11600' MD 

PROJECT DESCRIPTION: 
Drill and complete a horizontal wolfcamp well. 

DRY HOLE 
COST 

$2,463,180 

2,463,180 

132,000 

132,000 

60,000 

$2,655,180 

AFTER 
CASING POINT 

712,750 
712,750 

474,000 

INTANGIBLES 

Intangible Drilling Costs _ 
Intangible Completion Costs _ 
TOTAL INTANGIBLE COSTS _ 

TANGIBLES 
Well Equipment _ 
Lease Equipment _ 
TOTAL TANGIBLE WELL COST _ 

PLUG AND ABANDON COST _ 

TOTAL WELL COST: _ 

Comments on Well Costs: 
1'. All tubulars, well or lease equipment is priced by COPAS and CEPS guidelines using the Historic Price Multiplier. 

84,000 
558,000 

(60,000) 

$1,210,750 

COMPLETED 
WELL COST 

$2,463,180 
712,750 

3,175,930 

606,000 
84,000 

690,000 

$3,865,930 

WELL CONTROL INSURANCE: 

Unless otherwise indicated below, you, as a non-operating working interest owner, agree to be covered by Operator's well control 
insurance procured by Operator so long as Operator conducts operations hereunder and to pay your prorated share of the premiums 
therefore. If you elect to purchase your own well control insurance, you must provide a certificate of such insurance acceptable to 
Operator, as to form and limits, at the time this AFE is returned, if available, but in no event later than commencement of drilling 
operations. You agree that failure to provide the certificate of insurance, as provided herein, will result in your being covered by 
insurance procured by Operator. 

I elect to purchase my own well control insurance policy. 

Well control insurance procured by Operator, provides, among other terms, for $20,000,000 (100% W.I.) of Combined Single Limit 
coverage for well control and related redrilling and clean-up/pollution expense covering drilling (through completion) with a 
$1,000,000 (100% W.I.) deductible. 

Comments on AFE 

The above costs are estimates only and anticipate trouble free operations without any foreseeable change in plans. The actual costs 
may exceed the estimated costs without affecting the authorization for expenditure herein granted. By approval of this AFE, the 
working interest owner agrees to pay its proportionate share of actual legal, curative, regulatory and well costs under term of the joint 
operating agreement, regulatory order or other applicable agreement covering this well. 

#VALUE! 

CIMAREX ENERGY CO. APPROVAL 
PREPARED BY 

Mark Audas, Sr. Drilling/Completion Engineer 
Permian Basin 

DRILLING AND COMPLETION MANAGER 

Doug Park, Mgr Drilling/Completion Operations 
Offshore and Permian Regions 

REGIONAL MANAGER 

Roger Alexander, Regional Manager 
Permian Basin 

JOINT INTEREST APPROVAL 
COMPANY BY DATE 

4/16/2007 11:51 AM 



PROJECT COST ESTIMATE 

LEASE NAME: Pyramid WELL NO.: 

I N T A N G I B L E S 

D R Y H O L E 

C O S T 

A F T E R C A S I N G 

POINT 

C O M P L E T E D 

W E L L C O S T 

ROADS & LOCATION PREPARATION / RESTORATION $100,000 $8,000 $108,000 

DAMAGES $4,000 $1,000 t5,000 

MUD/FLUIDS DISPOSAL CHARGES DIDC.255 $20,000 $20,000 $40,000 

DAY RATE 46 DH DAYS 5 ACP DAYS ( 17430 PER DAY $801,780 DICC. 120 $87,150 $888,930 

MISC PREPARATION COST (mouse hole, rat hole, pads, pile clusters, misc.) 5,000 $8,000 

BITS •IDC.125 $100,000 $1,000 $101,000 

FUEL $2.20 PER GALLON $111,000 $11,000 $122,000, 

WATER / COMPLETION FLUIDS $32,200 DICC.135 $25,000 $57,200 

MUD & ADDITIVES $64,400 $64,400 

SURFACE RENTALS $69,000 $45,000 $114,000 

DOWNHOLE RENTALS $144,000 $10,000 $154,000 

FORMATION EVALUATION (DST, Coring including evaluation, G&G SERVICES) 

MUD LOGGING 37 DAYS $900 PER DAY $47,000 $47,000 

OPEN HOLE LOGGING $65,000 $65,000 

CEMENTING & FLOAT EQUIPMENT $50,000 $40,000 $90,000 

TUBULAR INSPECTIONS $5,000 $2,500 $7,500 

CASING CREWS $12,000 $15,000 $27,000 

EXTRA LABOR, WELDING, ETC. $27,600 $5,000 $32,600 

LAND TRANSPORTATION (Trucking) $32,200 $7,000 $39,200 

SUPERVISION $51,000 $18,000 $69,000 

TRAILER HOUSE/CAMP/CATERING $17,000 $2,500 $19,500 

OTHER MISC EXPENSES $5,000 $5,000 $10,000 

OVERHEAD $14,000 $4,200 $18,200 

REMEDIAL CEMENTING 

MOB/DEMOB $150,000 $150,000 

DIRECTIONAL DRILLING SERVICES 22 DAYS 9500 PER DAY $209,000 $209,000 

DOCK, DISPATCHER, CRANE 

MARINE & AIR TRANSPORTATION 

SOLIDS CONTROL $166,000 $166,000 
WELL CONTROL EQUIP (Snubbing services) $28,000 $16,800 $44,800 

FISHING & SIDETRACK OPERATIONS 

COMPLETION RIG 14 DAYS( 4400 PER DAY $61,600 61,600 
COIL TUBING DAYS @ PER DAY 

COMPLETION LOGGING, PERFORATING, WL UNITS, WL SURVEYS $35,000 $35,000 

STIMULATION $220,000 $220,000 

LEGAL/REGULATORY/CURATIVE $10,000 $10,000 

WELL CONTROL INSURANCE $0.35 PER FOOT $3,000 $3,000 

CONTINGENCY 5% OF DRILLING INTANGIBLES $117,000 $32,000 $149,000 

CONSTRUCTION FOR WELL EQUIPMENT $1,000 $1,000 
CONSTRUCTION FOR LEASE EQUIPMENT $39,000 $39,000 

CONSTRUCTION FOR SALES P/L 

K|gLNiIIMlEIIIi£sT $2;463,180 ,$712,750 

T A N G I B L E - W E L L E Q U I P M E N T 

CASING • SIZE $/FOOT 

DRIVE PIPE 20" 40 100.00 4,000 1,000 

CONDUCTOR PIPE 

WATER STRING 

SURFACE CASING 13-3/8" 250 42.00 11,000 $11,000 

INTERMEDIATE CASING 8-5/8" 4,500 23.40 105,000 $105,000 
DRILLING-LINER 

DRILLINGLINER 

PRODUCTION CASING OR LINER 5 1/2" 9,800 15.90 156,000 $156,000 

PRODUCTION TIE-BACK 

TUBING 2 7/8" 12,000 6.50 78,000 $76,000 

N/C WELL EQUIPMENT $9,000 $9,000 

WELLHEAD, TREE, CHOKES $28,000 $40,000 

LINER HANGER, ISOLATION PACKER 

PACKER, NIPPLES $110,000 $110,000 

PUMPING UNIT, ENGINE $78,000 $78,000 

LIFT EQUIPMENT (BHP, Rods, Anchors) $15,000 $15,000 

T A N G I B L E - L E A S E E Q U I P M E N T 

N/C LEASE EQUIPMENT $44,000 $44,000 

TANKS, TANKS STEPS, STAIRS DLEQ.120 $21,000 $21,000 

BATTERY (HeaterTreater, Separator, Gas Treating Equipment) $18,000 $18,000 

FLOW LINES (Line Pipe from wellhead to central facility) $1,000 $1,000 

OFFSHORE PRODUCTION STRUCTURE FOR FACILITIES 

PIPELINES TO SALES 

j j i i i l i i i i l jBLEs :$i32.pog $55&lQO0 , S69c!bl)0 

P&A COSTS 60,000 (60,000) 

•-$2,6558,80 «&?t,2-10.E59„ 
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April 11,2007 

James Wicker 
2755 Fourth Street 
Wyandotte, MI 48192 

Re: Oil & Gas Lease 
W/2 of Section 31 
Township 14 South, Range 38 East 
Lots 3, 4, S/2NW/4, N/2SW/4, 
SW/4NE/4 and NW/4SE/4 of Section 6 
Township 15 South, Range 38 East 
Lea County, New Mexico 

Dear James: 

According to our title research you own an undivided .4546863 net mineral acres under 
the above described lands. Enclosed is an Oil and Gas Lease for your review.. The terms of this 
lease are a $100.00 flat fee bonus consideration, three (3) year paid-up primary term and one-
fifth (1/5) royalty. 

If these terms are acceptable, please sign the lease in the presence of a Notary Public, and 
thereafter, return the lease along with the completed W-9 form to the above letterhead address. 
Upon receipt, subject to approval of title, we will process the Lease and forward you a check in 
the amount of $ 100.00 within thirty (3 0) days. 

Thank you for your attention to this matter. Should you have any questions, please do 
not hesitate to call. 

Sincerely, 

SHAW INTERESTS 

Tim Lilley 

U.S. Postal Servi 
GERTIFIED Mi 
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OIL & GAS LEASE 
THIS AGREEMENT made this l l " 1 day of April 2007, between James Wicker, herein dealing in his sole and separate property, as Lessor (whether one or 
more), whose address is 2755 Fourth Street, Wyandotte, MI 48192, and Shaw Interests, Inc. whose address is 310 W. Wall St., Ste. 305, Midland, Texas 
79701, Lessee, 

WITNESSETH: 

1. Lessor, 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 the Lessee herein contained, hereby grants, leases and lets exclusively unto Lessee for the purpose of investigating, exploring, prospecting, drilling, and 
operating for and producing oil and gas, injecting gas, waters, other fluids, and air into subsurface strata, laying pipelines, storing oil, 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 following described land in 
Lea County, New Mexico, to-wit: 

Township 14 South, Range 38 East 
W/2 of Section 31 

Township 15 South, Range 38 East 
Lots 3, 4, S/2NW/4, N/2SW/4, SW/4NE/4 and NW/4SE/4 of Section 6 

Said land is estimated to comprise 640.15998 acres, whether it actually comprises more or less. 

2. Subject to the other provisions herein contained, this lease shall remain in force for a term of Three (3) years from this date (called "primary term") and as long 
thereafter as oil or gas is produced from said land or from land with which said land is pooled. 

3. The royalties to be paid by Lessee are: (a) on oil, and other liquid hydrocarbons saved at the well, one-fifth (1/5) of that produced and saved from said land, same to 
be delivered at the wells or to the credit of Lessor in the pipeline to which the wells may be connected; (b) on gas, including casinghead gas or other gaseous substance 
produced from said land and used off the premises or used in the manufacture of gasoline or other products, the market value at the well of one-fifth (1/5) of the gas 
used, provided that on gas sold on or off the premises, the royalties shall be one-fifth (1/5) of the amount realized from such sale; (c) and at any time when this lease is 
not validated by other provisions hereof and there is a gas and/or condensate well on said land, or land pooled therewith, but gas or condensate is not being so sold or 
used and such well is shut in, either before or after production therefrom, then on or before 90 days after said well is shut in, and thereafter at annual intervals, Lessee 
may pay or tender an advance shut-in royalty equal to $1.00 per net acre of Lessor's gas acreage then 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 it shall be considered under all clauses hereof that gas is being produced from 
the leased premises in paying quantities. Each such payment shall be paid or tendered to the party or parties who at the time of such payment would be entitled to 
receive the royalties which would be paid under this lease if the well were in fact producing. The payment or tender of royalties and shut-in royalties may be made by 
check or draft. Any timely payment or tender of shut-in royalty which is made in a bona fide attempt to make proper payment, but which is erroneous in whole or in 
part as to parties or amounts, shall nevertheless be sufficient to prevent termination of this lease in the same manner as though a proper payment had been made if 
Lessee shall correct such error within 30 days after Lessee has received written notice thereof by certified mail from the 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 of gas 
on or off 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 to applicable regulatory orders and after 
application of 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 off the leased premises) or transports gas off the leased premises, Lessee in computing royalty hereunder may deduct from such price a reasonable 
charge for each of such functions performed. 

4. This is a paid-up lease and Lessee shall not be obligated during the primary term hereof to commence or continue any operations of 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 to relieve Lessee of the obligation 
to pay royalties on actual production pursuant to the provisions of Paragraph 3 hereof. 

5. Lessee is hereby granted the right and power, from time to time, to pool or combine this lease, the land covered by it or any part or horizon thereof with any other 
land, leases, mineral estates or parts thereof for the production of oil or gas. Units pooled hereunder shall not exceed the standard proration unit fixed by law or by the 
Oil Conservation Division of the Energy and Minerals Department of the State of New Mexico or by any other lawful authority for the pool or area in which said land is 
situated, plus a tolerance of ten percent. Lessee shall file written unit designations in the county in which the premises are located and such units may be designated 
from time to time and either before or after the completion of wells. Drilling operations on or production, from any part of any such unit shall be considered for all 
purposes, except the payment of royalty, as operations'conducted upon or production from the land described in this lease. There shall be allocated to the land covered 
by this lease included in any such unit that portion of the total production of pooled minerals from wells in the unit, after deducting any used in lease or unit operations, 
which the net oil or gas acreage in the land covered by this lease included in the unit bears to the total number of surface acres in the unit. The production so allocated 
shall be considered for all purposes, including the payment or delivery of royalty, to be the entire production of pooled minerals from the portion of said land covered 
hereby and included in said unit in the same manner as though produced from said land under the terms of this lease. Any pooled unit designated by Lessee, as 
provided herein, may be dissolved by Lessee by recording an appropriate instrument in the County where the land is situated at any time after the completion of a dry 
hole or the cessation of production on said unit. ' 

6. If at the expiration of the primary term there is no well upon said land capable of producing oil or gas, but Lessee has commenced operations for drilling or 
reworking thereon, this lease shall remain in force so long as operations are prosecuted with no cessation of more than 60 consecutive days, whether such operations be 
on the same well or on a different or additional well or wells, and if they result in the production of oil or gas, so long thereafter as oil or gas is produced from said land. 
If, after the expiration of the primary term, all wells upon said land should become incapable of producing for any cause, this lease shall not terminate if Lessee 
commences operations for additional drilling or for reworking within 60 days thereafter. If any drilling, additional drilling, or reworking operations hereunder result in 
production, then this lease shall remain in full force so long thereafter as oil or 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 all operations hereunder, and the royalty shall be 
computed after deducting any so used. Lessee shall have the right at any time during or after the expiration of this lease to remove all property and fixtures placed by 
Lessee on said land, including the right to draw and remove all casing. When required by Lessor, Lessee will bury all pipe lines on cultivated lands below ordinary 
plow depth, and no well shall be drilled within two hundred feet (200 ft.) of any residence or bam now on said land without Lessor's consent. Lessor shall have the 
privilege, at his risk and expense, of using gas from any gas well on said land for stoves and inside lights in the principal dwelling thereon, out of any surplus gas not 
needed for operations hereunder. 

8. The rights of either party hereunder may be assigned in whole or in part and the provisions hereof shall extend to their heirs, executors, administrators, successors 
and assigns; but no change in the ownership of the land or in the ownership of, or rights to receive, royalties or shut-in royalties, however accomplished shall operate to 
enlarge the obligations or diminish the rights of Lessee; and no such change or division shall be binding upon Lessee for any purpose until 30 days after'Lessee has 
been furnished by certified mail at Lessee's principal place of business with acceptable instruments or certified copies thereof constituting the chain of title from the 
original Lessor. If any such change in ownership occurs through the death of the owner, Lessee may, at its option, pay or tender any royalties or shut-in royalties in the 
name of the deceased or to his estate or to his heirs, executor or administrator until such time as Lessee has been furnished with evidence satisfactory to Lessee as to the 
persons entitled to such sums. An assignment of this lease in whole or in part shall, to the extent of such assignment, relieve and discharge Lessee of any obligations 
hereunder and, if Lessee or assignee of part or parts hereof shall fail or make default in the payment of the proportionate part of royalty or shut-in royalty due from such 
Lessee or assignee or fail to comply with any of the provisions of this lease, such default shall not affect this lease insofar as it covers a part of said lands upon which 
Lessee or any assignee thereof shall properly comply or make such payments. 

9. Should Lessee be prevented from complying with any express or implied covenant of this lease, or from conducting drilling or reworking operations hereunder, or 
from producing oil or gas hereunder by reason of scarcity or inability to obtain or use equipment or material, or by operation of force majeure, or by any Federal or state 
law or any order, rule or regulation of governmental authority, or governmental inactivity, 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 drilling or 
reworking operations or from producing oil or gas hereunder; and the time while Lessee is so prevented shall not be counted against Lessee, anything in this lease to the 
contrary notwithstanding. 



10. Lessor hereby warrants and agrees to defend the title to said land and agrees that Lessee at is option may discharge any tax, mortgage or other lien upon said land, 
and in the event Lessee does so it shall be subrogated to such lien with the right to enforce same and to apply royalties and shut-in royalties payable hereunder toward 
satisfying same. Without impairment of Lessee's rights under the warranty, if this lease covers a less interest in the oil and gas in all or any part of said land than the 
entire and undivided fee simple estate (whether Lessor's interest is herein specified or not) then the royalties, shut-in royalty, and other payments, if any, accruing from 
any part as to which this lease covers less than such full interest, shall be paid only in the proportion which the interest therein, if any, covered by this lease, bears to the 
whole and undivided fee simple estate therein. Should any one or more of the parties named above as Lessors fail to execute this lease, it shall nevertheless be binding 
upon the party or parties executing the same. 

11. Lessee, its or his successors, heirs and assigns, shall have the right 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, or by placing a release thereof of record in the county in which said land is situated; thereupon Lessee 
shall be relieved from all obligations, expressed or implied, of this agreement as to acreage so surrendered, and thereafter the shut-in royalty payable hereunder shall be 
reduced in the proportion that the acreage covered hereby is reduced by said release or releases. 

Executed the day and year first above written. 

James Wicker 

ACKNOWLEDGMENT 

STATE OF MICHIGAN § 
§ 
§ COUNTY OF 

This instrument was acknowledged before me on the day of 2007, by James Wicker. 

Notary Public, State of Michigan 

My Commission Expires: 
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April 17, 2007 

Ms. Henrietta B. Schenck 
Rt. l,339HalamaSt. 
Kihei, Maui, HA 96753 

Re: Pyramid #1 
W/2 of Section 31, Township 14 South, Range 38 East 
Lea County, New Mexico 

Dear Henrietta: 

In conjunction with our proposal of April 5, 2007 to lease your undivided mineral interest in the 
above described lands, please be advised that our client, Cimarex Energy Co., proposes to drill a 
horizontal Wolfcamp test at the following location in Section 31, Township 14 South, Range 38 
East, Lea County, New Mexico: 

. Surface Hole Location: 2210' FSL & 430' FWL 

. Bottom Hole Location: 330'FSL & 430'FWL 

Enclosed is a detailed AFE reflecting estimated well costs. 

If you wish to participate and pay your proportionate share of well costs, please execute the AFE 
and return to the undersigned as soon as possible. Otherwise, in lieu of being subject to a 
compulsory pooling, you have the option to lease your minerals at the terms previously proposed 
being: 

$100/Acre, 1/5 Royalty, 3 years 

Please do not hesitate to contact us with any questions. We look forward to your response. 

Sincerely, 

SHAW INTERESTS 

Maner B. Shaw 
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AUTHORIZATION FOR EXPENDITURE 

COMPANY ENTITY 

Cimarex Energy Co. 
DATE PREPARED 

March 8, 2007 
j REGION 

Permian 

WELL NAME 

Pyramid 

WELL NO 

1 

PROSPECT OR FIELD NAME 

"Star-Denton 

PROPERTY NUMBER DRILLING AFE NO. 

LOCATION SHL 2210' FSL & 430' FWL 

BHL 330' FSL & 430' FWL 
Sec 31, T14S, R38E 

COUNTY 

Lea 

STATE 

New Mexico 

TYPE WELL 

OIL X EXPL X 

GAS PROD 

ORIGINAL ESTIMATE X 

REVISED ESTIMATE 

SUPPLEMENTAL ESTIMATE 

EST. START DATE EST. COMP. DATE FORMATION EST. TD 

9800 TVD 
11600" MD 

PROJECT DESCRIPTION: 
Drill and complete a horizontal wolfcamp well. 

INTANGIBLES 

Intangible Drilling Costs 
Intangible Completion Costs 
TOTAL INTANGIBLE COSTS 

TANGIBLES 
Well Equipment 
Lease Equipment 
TOTAL TANGIBLE WELL COST 

PLUG AND ABANDON COST 

TOTAL WELL COST: 

DRY HOLE 
COST 

$2,463,180 

2,463,180 

132,000 

132,000 

60,000 

$2,655,180 

AFTER 
CASING POINT 

712,750 
712,750 

474,000 
84,000 

558,000 

(60,000) 

$1,210,750 

COMPLETED 
WELL COST 

$2,463,180 
712,750 

Comments on Well Costs: 
1: All tubulars, well or lease equipment is priced by COPAS and CEPS guidelines using the Historic Price Multiplier. 

3,175,930 

606,000 
84,000 

690,000 

$3,865,930 

WELL CONTROL INSURANCE: 

Unless otherwise indicated below, you, as a non-operating working interest owner, agree to be covered by Operator's well control 
insurance procured by Operator so long as Operator conducts operations hereunder and to pay your prorated share of the premiums 
therefore. If you elect to purchase your own well control insurance, you must provide a certificate of such insurance acceptable to 
Operator, as to form and limits, at the time this AFE is returned, if available, but in no event later than commencement of drilling 
operations. You agree that failure to provide the certificate of insurance, as provided herein, will result in your being covered by 
insurance procured by Operator. 

I elect to purchase my own well control insurance policy. 

Well control insurance procured by Operator, provides, among other terms, for $20,000,000 (100% W.I.) of Combined Single Limit 
coverage for well control and related redrilling and clean-up/pollution expense covering drilling (through completion) with a 
$1,000,000 (100% W.I.) deductible. 

Comments on AFE 

The above costs are estimates only and anticipate trouble free operations without any foreseeable change in plans. The actual costs 
may exceed the estimated costs without affecting the authorization for expenditure herein granted. By approval of this AFE, the 
working interest owner agrees to pay its proportionate share of actual legal, curative, regulatory and well costs under term of the joint 
operating agreement, regulatory order or other applicable agreement covering this well. 

#VALUEI 

CIMAREX ENERGY CO. APPROVAL 
PREPARED BY 

Mark Audas, Sr. Drilling/Completion Engineer 
Permian Basin 

DRILLING AND COMPLETION MANAGER 

Doug Park, Mgr Drilling/Completion Operations 
Offshore and Permian Regions 

REGIONAL MANAGER 

Roger Alexander, Regional Manager 
Permian Basin 

JOINT INTEREST APPROVAL 
CC )MPANY BY DATE 

4/16/2007 11:51 AM 



PROJECT COST ESTIMATE 

LEASE NAME: Pyramid WELL NO.: 

INTANGIBLES 

D R Y H O L E 

C O S T 

A F T E R C A S I N G 

POINT 

C O M P L E T E D 

W E L L C O S T 

ROADS & LOCATION PREPARATION / RESTORATION $100,000 DICC.100 5,000 

DAMAGES $4,000 DICC. 105 $1,000 

MUD/FLUIDS DISPOSAL CHARGES $20,000 $20,000 

DAY RATE 46 DH DAYS 5 ACP DAYS ( 17430 PER DAY $801,780 DICC.120 $87,150 

MISC PREPARATION COST (mouse hole, rat hole, pads, pile clusters, misc.) DIDC.120 $8,000 

BITS $100,000 $1,000 

FUEL $2.20 PER GALLON DIDC.135 $111,000 $11,000 

WATER / COMPLETION FLUIDS $32,200 DICC.135 $25,000 

MUD & ADDITIVES $64,400 

SURFACE RENTALS $69,000 DICC.140 $45,000 

DOWNHOLE RENTALS $144,000 $10,000 

FORMATION EVALUATION (DST, Coring including evaluation, G&G SERVICES) 

MUD LOGGING 37 DAYS $900 PER DAY DIDC.170 $47,000 

OPEN HOLE LOGGING $65,000 

CEMENTING & FLOAT EQUIPMENT $50,000 DICC. 155 $40,000 

TUBULAR INSPECTIONS $5,000 DICC.160 $2,500 

CASING CREWS $12,000 $15,000 

EXTRA LABOR, WELDING, ETC. DIDC.200 $27,600 $5,000 

LAND TRANSPORTATION (Trucking) $32,200 DICC.175 $7,000 

SUPERVISION $51,000 $18,000 

TRAILER HOUSE/CAMP/CATERING $17,000 $2,500 

OTHER MISC EXPENSES $5,000 $5,000 

OVERHEAD $14,000 $4,200 

REMEDIAL CEMENTING DICC.215 

MOB/DEMOB $150,000 

DIRECTIONAL DRILLING SERVICES 22 DAYS 9500 PER DAY $209,000 

DOCK, DISPATCHER, CRANE 

MARINE & AIR TRANSPORTATION DICC.250 

SOLIDS CONTROL $166,000 

WELL CONTROL EQUIP (Snubbing services) $28,000 $16,800 

FISHING & SIDETRACK OPERATIONS 

COMPLETION RIG 14 DAYS( 4400 PER DAY DICC.115 $61,600 

COIL TUBING DAYS ( PER DAY 

COMPLETION LOGGING, PERFORATING, WL UNITS, WL SURVEYS $35,000 

STIMULATION DICC.210 $220,000 

LEGAL/REGULATORY/CURATIVE $10,000 

WELL CONTROL INSURANCE $0.35 PER FOOT $3,000 

CONTINGENCY 5% OF DRILLING INTANGIBLES $117,000 $32,000 

CONSTRUCTION FOR WELL EQUIPMENT $1,000 

CONSTRUCTION FOR LEASE EQUIPMENT $39,000 

CONSTRUCTION FOR SALES Pit DICC.265 

j j j i A l i r j i i ^ ^ * $2,463,180 • $71-2:750 

T A N G I B L E - W E L L E Q U I P M E N T 

C A S I N G SIZE FEET $/FOOT 

DRIVE PIPE 100.00 4,000 

CONDUCTOR PIPE DWEB.130 

WATER STRING 

SURFACE CASING 13-3/8" 250 42.00 11,000 

INTERMEDIATE CASING 8-5/8" 4,500 23.40 105,000 

DRILLINGLINER 

DRILLINGLINER 

PRODUCTION CASING OR LINER 5 1/2" 9,800 15.90 156,000 

PRODUCTION TIE-BACK 

TUBING 2 7/8" 12,000 78,000 

N/C WELL EQUIPMENT ),000 

WELLHEAD, TREE, CHOKES $28,000 

LINER HANGER, ISOLATION PACKER 

PACKER, NIPPLES $110,000 

PUMPING UNIT, ENGINE $78,000 

LIFT EQUIPMENT (BHP, Rods, Anchors) DLEQ.105 $15,000 

T A N G I B L E - L E A S E E Q U I P M E N T 

N/C LEASE EQUIPMENT $44,000 

TANKS, TANKS STEPS, STAIRS $21,000 

BATTERY'tHeater Treater, Separator, Gas Treating Equipment) $18,000 

FLOW LINES (Line Pipe from wellhead to central facility) $1,000 

OFFSHORE PRODUCTION STRUCTURE FOR FACILITIES 

PIPELINES TO SALES 

SjrgiiilNGjBL'E's;' rs $132 ooo ,$558,000 • $690;000 

P&A COSTS 60,000 DICC.275 (60,000) 

, $2,655fi180 $1 210 750 • . $3,8651930, 
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April 5, 2007 

Ms. Henrietta B. Schenck 
Rt. 1, 339 HalamaSt. 
Kihei, Maui, HA 96753 

Re: Oil & Gas Lease 
W/2 of Section 31 
Township 14 South, Range 38 East 
Lots 3, 4, S/2NW/4, N/2SW/4, 
SW/4NE/4 and NW/4SE/4 of Section 6 
Township 15 South, Range 38 East 
Lea County, New Mexico 

Dear Ms.Schenck: 

According to our title research you own an undivided 10.0025 net mineral acres under the 
above described lands. Enclosed is an Oil and Gas Lease for your review. The terms of this lease 
are a $100.00 flat fee bonus consideration; three (3) year paid-up primary term and one-fifth 
(1/5) royalty. 

If these terms are acceptable, please sign the lease in the presence of a Notary Public, and 
thereafter, return the lease along with the completed W-9 form to the above letterhead address. 
Upon receipt, subject to approval of title, we will process the Lease and forward you a check in 
the amount of $1,000.25 within thirty (30) days. . 

Thank you for your attention to this matter. Should you have any questions, please do 
not hesitate to call. 

Sincerely, 

SHAW INTERESTS 

Tim Lilley 
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OIL & GAS LEASE 
THIS AGREEMENT made this 5lh day of April 2007, between Henrietta B. Schenck, herein dealing in her sole and separate property, as Lessor (whether one 
or more), whose address is Rt. 1, 339 Halama St., Kihei, Maui, Hawaii 96753, and Shaw Interests, Inc. whose address is 310 W. Wall St., Ste. 305, Midland, 
Texas 79701, Lessee, 

WITNESSETH: 

1. Lessor, 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 the Lessee herein contained, hereby grants, leases and lets exclusively unto Lessee for the purpose of investigating, exploring, prospecting, drilling, and 
operating for and producing oil and gas, injecting gas, waters, other fluids, and air into subsurface strata, laying pipelines, storing oil, 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 following described land in 
Lea County, New Mexico, to-wit: 

Township 14 South, Range 38 East 
W/2 of Section 31 

Township 15 South, Range 38 East 
Lots 3, 4, S/2NW/4, N/2S W/4, SW/4NE/4 and NW/4SE/4 of Section 6 

Said land is estimated to comprise 640.15998 acres, whether it actually comprises more or less. 

2. Subject to the other provisions herein contained, this lease shall remain in force for a term of Three (3) years from this date (called "primary term") and as long 
thereafter as oil or gas is produced from said land or from land with which said land is pooled. 

3. The royalties to be paid by Lessee are: (a) on oil, and other liquid hydrocarbons saved at the well, one-fifth (1/5) of that produced and saved from said land, same to 
be delivered at the wells or to the credit of Lessor in the pipeline to which the wells may be connected; (b) on gas, including casinghead gas or other gaseous substance 
produced from said land and used off the premises or used in the manufacture of gasoline or other products, the market value at the well of one-fifth (1/5) of the gas 
used, provided that on gas sold on or off the premises, the royalties shall be one-fifth (1/5) of the amount realized from such sale; (c) and at any time when this lease is 
not validated by other provisions hereof and there is a gas and/or condensate well on said land, or land pooled therewith, but gas or condensate is not being so sold or 
used and such well is shut in, either before or after production therefrom, then on or before 90 days after said well is shut in, and thereafter at annual intervals, Lessee 
may pay or tender an advance shut-in royalty equal to $1.00 per net acre of Lessor's gas acreage then 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 it shall be considered under all clauses hereof that gas is being produced from 
the leased premises in paying quantities. Each such payment shall be paid or tendered to the party or parties who at the time of such payment would be entitled to 
receive the royalties which would be paid under this lease if the well were in fact producing. The payment or tender of royalties and shut-in royalties may be made by 
check or draft. Any timely payment or tender of shut-in royalty which is made in a bona fide attempt to make proper payment, but which is erroneous in whole or in 
part as to parties or amounts, shall nevertheless be sufficient to prevent termination of this lease in the same manner as though a proper payment had been made if 
Lessee shall correct such error within 30 days after Lessee has received written notice thereof by certified mail from the 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 of gas 
on or off 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 to applicable regulatory orders and after 
application of 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 off the leased premises) or transports gas off the leased premises, Lessee in computing royalty hereunder may deduct from such price a reasonable 
charge for each of such functions performed. 

4. This is a paid-up lease and Lessee shall not be obligated during the primary term hereof to commence or continue any operations of 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 to relieve Lessee of the obligation 
to pay royalties on actual production pursuant to the provisions of Paragraph 3 hereof. 

5. Lessee is hereby granted the right and power, from time to time, to pool or combine this lease, the land covered by it or any part or horizon thereof with any other 
land, leases, mineral estates or parts thereof for the production of oil or gas. Units pooled hereunder shall not exceed the standard proration unit fixed by law or by the 
Oil Conservation Division of the Energy and Minerals Department of the State of New Mexico or by any other lawful authority for the pool or area in which said land is 
situated, plus a tolerance of ten percent. Lessee shall file written unit designations in the county in which the premises are located and such units may be designated 
from time to time and either before or after the completion of wells. Drilling operations on or production from any part of any such unit shall be considered for all 
purposes, except the payment of royalty, as operations conducted upon or production from the land described in this lease. There shall be allocated to the land covered 
by this lease included in any such unit that portion of the total production of pooled minerals from wells in the unit, after deducting any used in lease or unit operations, 
which the net oil or gas acreage in the land covered by this lease included in the unit bears to the total number of surface acres in the unit. The production so allocated 
shall be considered for all purposes, including the payment or delivery of royalty, to be the entire production of pooled minerals from the portion of said land covered 
hereby and included in said unit in the same manner as though produced from said land under the terms of this lease. Any pooled unit designated by Lessee, as 
provided herein, may be dissolved by Lessee by recording an appropriate instrument in the County where the land is situated at any time after the completion of a dry 
hole or the cessation of production on said unit. 

6. If at the expiration of the primary term there is no well upon said land capable of producing oil or gas, but Lessee has commenced operations for drilling or 
reworking thereon, this lease shall remain in force so long as operations are prosecuted with no cessation of more than 60 consecutive days, whether such operations be 
on the same well or on a different or additional well or wells, and if they result in the production of oil or gas, so long thereafter as oil or gas is produced from said land. 
If, after the expiration of the primary term, all wells upon said land should become incapable of producing for any cause, this lease shall not terminate if Lessee 
commences operations for additional drilling or for reworking within 60 days thereafter. If any drilling, additional drilling, or reworking operations hereunder result in 
production, then this lease shall remain in full force so long thereafter as oil or 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 all operations hereunder, and the royalty shall be 
computed after deducting any so used. Lessee shall have the right at any time during or after the expiration of this lease to remove all property and fixtures placed by 
Lessee on said land, including the right to draw and remove all casing. When required by Lessor, Lessee will bury all pipe lines on cultivated lands below ordinary 
plow depth; and no well shall be drilled within two hundred feet (200 ft.) of any residence or bam now on said land without Lessor's consent. Lessor shall have the 
privilege, at his risk and expense, of using gas from any gas well on said land for stoves and inside lights in the principal dwelling thereon, out of any surplus gas not 
needed for operations hereunder. 

8. The rights of either party hereunder may be assigned in whole or in part and the provisions hereof shall extend to their heirs, executors, administrators, successors 
and assigns; but no change in the ownership of the land or in the ownership of, or rights to receive, royalties or shut-in royalties, however accomplished shall operate to 
enlarge the obligations or diminish the rights of Lessee; and no such change or division shall be binding upon Lessee for any purpose until 30 days after Lessee has 
been furnished by certified mail at Lessee's principal place of business with acceptable instruments or certified copies thereof constituting the chain of title from the 
original Lessor. If any such change in ownership occurs through the death of the owner, Lessee may, at its option, pay or tender any royalties or shut-in royalties in the 
name of the deceased or to his estate or to his heirs, executor or administrator until such time as Lessee has been furnished with evidence satisfactory to Lessee as to the 
persons entitled to such sums. An assignment of this lease in whole or in part shall, to the extent of such assignment, relieve and discharge Lessee of any obligations 
hereunder and, if Lessee or assignee of part or parts hereof shall fail or make default in the payment of the proportionate part of royalty or shut-in royalty due from such 
Lessee or assignee or fail to comply with any of the provisions of this lease, such default shall not affect this lease insofar as it covers a part of said lands upon which 
Lessee or any assignee thereof shall properly comply or make such payments. 

9. Should Lessee be prevented from complying with any express or implied covenant of this lease, or from conducting drilling or reworking operations hereunder, or 
from producing oil or gas hereunder by reason of scarcity or inability to obtain or use equipment or material, or by operation of force majeure, or by any Federal or state 
law or any order, rule or regulation of governmental authority, or governmental inactivity, then while so prevented, Lessee's duty shall b£ 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 drilling or 
reworking operations or from producing oil or gas hereunder; and the time while Lessee is so prevented shall not be counted against Lessee, anything in this lease to the 
contrary notwithstanding. 



10. Lessor hereby warrants and agrees to defend the title to said land and agrees that Lessee at is option may discharge any tax, mortgage or other lien upon said land, 
and in the event Lessee does so it shall be subrogated to such lien with the right to enforce same and to apply royalties and shut-in royalties payable hereunder toward 
satisfying same. Without impairment of Lessee's rights under the warranty, if this lease covers a less interest in the oil and gas in all or any part of said land than the 
entire and undivided fee simple estate (whether Lessor's interest is herein specified or not) then the royalties, shut-in royalty, and other payments, if any, accruing from 
any part as to which this lease covers less than such full interest, shall be paid only in the proportion which the interest therein, if any, covered by this lease, bears to the 
whole and undivided fee simple estate therein. Should any one or more of the parties named above as Lessors fail to execute this lease, it shall nevertheless be binding 
upon the party or parties executing the same. 

11. Lessee, its or his successors, heirs and assigns, shall have the right 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, or by placing a release thereof of record in the county in which said land is situated; thereupon Lessee 
shall be relieved from all obligations, expressed or implied, of this agreement as to acreage so surrendered, and thereafter the shut-in royalty payable hereunder shall be 
reduced in the proportion that the acreage covered hereby is reduced by said release or releases. 

Executed the day and year first above written. 

Henrietta B. Schenck 

ACKNOWLEDGMENT 

STATE OF HAWAII § 
§ 
§ COUNTY OF 

This instrument was acknowledged before me on the day of 2007, by Henrietta B. Schenck. 

Notary Public, State of Hawaii 

My Commission Expires: 



m js &. ••ir<a 
o is H » 

S s: ? 
^ < Q 

| M D 

h 
Ul 
bJ 
Xt 
hi 
H 
Z 

n 
< 
I 
tn 

ul 
U m 

F; - ° 
% t » 
Q. 3 f 
0 w

 n 

a. ui 

5" 

m 
m 
•=a 

m 

a 

rzj 
ru 
m 
a 

>-=! 
a 
a 

CM 

^ CD 

j j CO 
o 

•> CD _ 
"E co 
ro-o 

~ co o 
2 CM 

•52 >> 
3?<: 

to 
0 
N i 
SB « . 
ri ri 
N I 

Li r i 
0 

r ^ 
f1) 

Q lit 0 
K Q 0 

1 
* 0 

1 ~ 
wQ<r 
D<13 

\J wQ<r 
D<13 

r l 
z a r l 
n {so r i 
W<TL * 

r i OLiO 
h J h 

sa 
z<tw 
EtSJ O 

W 3 til a N 
© !-><t n 
* U1HZ rl 

o = 

Isl •H ~ 
Q 0 ~ 

N — 
r- 9i — 

III 0 
H Z 
X 
H O 
T 

r! 
| t r i 

10 

' 3 

* •»> 
o 

-j< co i.n < 
O O I""" 

-fc »: 1 0" 

u 
Z m 

Ul 
Ul 

m S 3 ^ 
Q- tn ui 

03 H 
Ld 
i-
z 

< 
I 
in 

< 12 
* < 
5 • 

ID 

• z 
J -

5" 

<0 
\ 

•=o 

- f 

a 
a 
• 

ru 

• 

n-

CM 

> <D _ 

"S co aj-
= CO O 
2 CM "a 

c co ^ r 2 > o > 

O 

O 

O 

r i 

o 
I 
m 

Q 
W 
w 
i i 
Ui 

MO<X O 
Q<E2 <JI 
2 ft 
UiSSG 

OUIO 
W ( -JJ -

e 
z<tw o 

O S-><? r l 
< I JH2 rt 

Q1J3 a> 
iii r ! 

o 
N h (ft- —^ 

111 O N. 
H z 
X 
H O 
% sa 

r l 

r! 
O 
N 



P . D . B O X 9 6 1 Z 

S H A W I N T E R E S T S , I N C . 
• I L & G A S P R O P E R T I E S 

M I D L A N D , T X 7 9 7 D B ( 4 3 2 ) 6 B 5 - 1 4CD4 

April 17, 2007 

John Millard Wicker 
1496 23rd Street 
Wyandotte, MI 48192 

Re: Pyramid #1 
W/2 of Section 31, Township 14 South, Range 38 East 
Lea County, New Mexico 

Dear John: 

In conjunction with our proposal of April 11, 2007 to lease your undivided mineral interest in the 
above described lands, please be advised that our client, Cimarex Energy Co., proposes to drill a 
horizontal Wolfcamp test at the following location in Section 31, Township 14 South, Range 38 
East, Lea County, New Mexico: 

. Surface Hole Location: 2210'FSL & 430'FWL 

. Bottom Hole Location: 330'FSL & 430'FWL 

Enclosed is a detailed AFE reflecting estimated well costs. 

If you wish to participate and pay your proportionate share of well costs, please execute the AFE 
and return to the undersigned as soon as possible. Otherwise, in lieu of being subject to a 
compulsory pooling, you have the option to lease your minerals at the terms previously proposed 
being: 

• $100/Acre, 1/5 Royalty, 3 years 

Please do not hesitate to contact us with any questions. We look forward to your response. 

Sincerely, 

SHAW INTERESTS 

U.S. Postal Se 
.CERTIFIED 

(Domestic Mail Only; 
fi l l mm 

Maner B. Shaw 
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AUTHORIZATION FOR EXPENDITURE 

COMPANY ENTITY 

Cimarex Energy Co. 
DATE PREPARED 

March 8, 2007 
i REGION 

Permian 

WELL NAME 

Pyramid 

WELL NO 

1 

PROSPECTOR FIELD NAME 

Star-Denton 

PROPERTY NUMBER DRILLING AFE NO. 

LOCATION SHL 2210' FSL & 430' FWL 

BHL330' FSL & 430' FWL 
Sec 31.T14S, R38E 

COUNTY 

' Lea 

STATE 

New Mexico 

TYPE WELL 

OIL X EXPL X 

GAS PROD 

ORIGINAL ESTIMATE X 

REVISED ESTIMATE 

SUPPLEMENTAL ESTIMATE 

EST. START DATE EST. COMP. DATE FORMATION EST. TD 

9800 TVD 
11600' MD 

PROJECT DESCRIPTION: 
Drill and complete a horizontal wolfcamp well. 

INTANGIBLES 

Intangible Drilling Costs 
Intangible Completion Costs 
TOTAL INTANGIBLE COSTS 

TANGIBLES 
Well Equipment 
Lease Equipment 
TOTAL TANGIBLE WELL COST 

PLUG AND ABANDON COST 

TOTAL WELL COST: 

DRY HOLE 
COST 

$2,463,180 

2,463,180 

132,000 

132,000 

60,000 

$2,655,180 

AFTER 
CASING POINT 

712,750 
712,750 

474,000 
84,000 

558,000 

(60,000) 

$1,210,750 

COMPLETED 
WELL COST 

$2,463,180 
712,750 

Comments on Well Costs: 
1: All tubulars, well or lease equipment is priced by COPAS and CEPS guidelines using the Historic Price Multiplier. 

3,175,930 

606,000 
84,000 

690,000 

$3,865,930 

WELL CONTROL INSURANCE: 

Unless otherwise indicated below, you, as a non-operating working interest owner, agree to be covered by Operator's well control, 
insurance procured by Operator so long as Operator conducts operations hereunder and to pay your prorated share of the premiums 
therefore. If you elect to purchase your own well control insurance, you must provide a certificate of such insurance acceptable to 
Operator, as to form and limits, at the time this AFE is returned, if available, but in no event later than commencement of drilling 
operations. You agree that failure to provide the.certificate of insurance, as provided herein, will result in your being covered by 
insurance procured by Operator. 

I elect to purchase my own well control insurance policy. 

Well control insurance procured by Operator, provides, among other terms, for $20,000,000 (100% W.I.) of Combined Single Limit 
coverage for well control and related redrilling and clean-up/poliution expense covering drilling (through completion) with a 
$1,000,000 (100% W.I.) deductible. 

Comments on AFE 

The above costs are estimates only and anticipate trouble free operations without any foreseeable change in plans. The actual costs 
may exceed the estimated costs without affecting the authorization for expenditure herein granted. By approval of this AFE, the 
working interest owner agrees to pay its proportionate share of actual legal, curative, regulatory and well costs under term of the joint 
operating agreement, regulatory order or other applicable agreement covering this well. 

SVALUEI 

CIMAREX ENERGY CO. APPROVAL 
PREPARED BY DRILLING AND COMPLETION MANAGER REGIONAL MANAGER 

Mark Audas, Sr. Drilling/Completion Engineer 
Permian Basin 

Doug Park, Mgr Drilling/Completion Operations 
Offshore and Permian Regions 

Roger Alexander, Regional Manager 
Permian Basin ^ 

JOINT INTEREST APPROVAL 
COMPANY 

i 

BY DATE 

4/16/2007 11:51 AM 



PROJECT COST ESTIMATE 

LEASE NAME: Pyramid WELL NO.: 

I N T A N G I B L E S 

D R Y H O L E 

C O S T 

A F T E R C A S I N G 

Codes POINT 

C O M P L E T E D 

W E L L C O S T 

ROADS & LOCATION PREPARATION / RESTORATION $100,000 i.000 $108,000 

DAMAGES $4,000 DICC.105 $1,000 $5,000 

MUD/FLUIDS DISPOSAL CHARGES •IDC.255 $20,000 $20,000 $40,000 

DAY RATE 46 DH DAYS 5 ACP DAYS ( 17430 PER DAY $801,780 $87,150 $888,930 

MISC PREPARATION COST (mouse hole, rat hole, pads, pile clusters, misc.) $8,000 $8,000 

BITS DIDC.125 $100,000 $1,000 $101,000 

FUEL $2.20 PER GALLON $111,000 $11,000 $122,000 

WATER / COMPLETION FLUIDS $32,200 $25,000 $57,200 

MUD & ADDITIVES DIDC.145 $64,400 $64,400 

SURFACE RENTALS ),000 $45,000 $114,000 

DOWNHQLE RENTALS $144,000 $10,000 $154,000 

FORMATION EVALUATION (DST, Coring including evaluation, G&G SERVICES) 

MUD LOGGING 37 DAYS $900 PER DAY •IDC.170 $47,000 $47,000 

OPEN HOLE LOGGING $65,000 $65,000 

CEMENTING & FLOAT EQUIPMENT $50,000 $40,000 $90,000 

TUBULAR INSPECTIONS $5,000 $2,500 $7,500 

CASING CREWS $12,000 $15,000 $27,000 

EXTRA LABOR, WELDING, ETC. $27,600 $5,000 $32,600 

LAND TRANSPORTATION (Trucking) $32,200 $7,000 $39,200 

SUPERVISION $51,000 518,000 ),000 

TRAILER HOUSE/CAMP/CATERING $17,000 $2,500 $19,500 

OTHER MISC EXPENSES DIDC.220 $5,000 DICC.190 $5,000 $10,000 

OVERHEAD $14,000 1,200 $18,200 

REMEDIAL CEMENTING 

MOB/DEMOB $150,000 $150,000 

DIRECTIONAL DRILLING SERVICES 22 DAYS 9500 PER DAY $209,000 $209,000 

DOCK, DISPATCHER, CRANE DIDC.250 

MARINE & AIR TRANSPORTATION 

SOLIDS CONTROL $166,000 $16 i,000 

WELL CONTROL EQUIP (Snubbing services) $28,000 $16,800 $44,800 

FISHING & SIDETRACK OPERATIONS DIDC.270 

COMPLETION RIG 14 DAYS( 4400 PER DAY DICC.115 $61,600 $61,600 

COIL TUBING DAYS @ PER DAY 

COMPLETION LOGGING, PERFORATING, WL UNITS, WL SURVEYS $35,000 $35,000 

STIMULATION $220,000 $220,000 

LEGAL/REGULATORY/CURATIVE $10,000 DICC.280 $10,000 

WELL CONTROL INSURANCE 1.35 PER FOOT $3,000 $3,000 

CONTINGENCY 5% OF DRILLING INTANGIBLES $117,000 $32,000 $149,000 

CONSTRUCTION FOR WELL EQUIPMENT $1,000 $1,000 

CONSTRUCTION FOR LEASE EQUIPMENT DLEQ.110 $39,000 $39,000 

CONSTRUCTION FOR SALES P/L 

iMiBlT^iiiiicco wge.*$> v.̂ rv ? ,7F* $712 780 . $3t175;330 

T A N G I B L E - W E L L E Q U I P M E N T 

C A S I N G SIZE FEET $/FOOT 

DRIVE PIPE 20" 40 100.00 4,000 1,000 

CONDUCTOR PIPE 

WATER STRING 

SURFACE CASING 13-3/8" 250 42.00 11,000 $11,000 

INTERMEDIATE CASING 4,500 23.40 105,000 $105,000 

DRILLINGLINER DWEB.145 

DRILLING'LINER 

PRODUCTION CASING OR LINER 5 1/2" 15.90 156,000 $156,000 

PRODUCTION TIE-BACK 

TUBING 2 7/8" 6.50 78,000 $78,000 

N/C WELL EQUIPMENT \ \ \ \ s \ \ \ V $9,000 $9,000 

WELLHEAD, TREE, CHOKES 12,000 ),000 $40,000 

LINER HANGER, ISOLATION PACKER 

PACKER, NIPPLES $110,000 $110,000 

PUMPING: UNIT, ENGINE $78,000 $78,000 

LIFT EQUIPMENT (BHP, Rods, Anchors) $15,000 $15,000 

T A N G I B L E - L E A S E E Q U I P M E N T 

N/C LEASE EQUIPMENT $44,000 $44,000 

TANKS, TANKS STEPS, STAIRS $21,000 $21,000 

BATTERY (HeaterTreater, Separator, Gas Treating Equipment) $18,000 $18,000 

FLOW LINES (Line Pipe from wellhead to central facility) $1,000 $1,000 

OFFSHORE PRODUCTION STRUCTURE FOR FACILITIES DWEA.135 

PIPELINES TO SALES 

T O T A L T A N G I B L E S 000 $558,000 fitrC$6,90;Oqp 

P&A COSTS 60,000 (60,000) 

'$2,65Sfl80 $3 i65;330 
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April 11,2007 

John Millard Wicker 
1496 23rd Street 
Wyandotte, MI 48192 

Re: Oil & Gas Lease 
W/2 of Section 31 
Township 14 South, Range 38 East 
Lots 3, 4, S/2NW/4, N/2SW/4, 
SW/4NE/4 and NW/4SE/4 of Section 6 
Township 15 South, Range 38 East 
Lea County, New Mexico 

Dear John: 

According to our title research you own an undivided .9092726 net mineral acres under 
the above described lands. Enclosed is an Oil and Gas Lease for your review. The terms of this 
lease are a $100.00 flat fee bonus consideration, three (3) year paid-up primary term and one-
fifth (1/5) royalty. 

If these terms are acceptable, please sign the lease in the presence of a Notary Public, and 
thereafter, return the lease along with the completed W-9 form to the above letterhead address. 
Upon receipt, subject to approval of title, we will process the Lease and forward you a check in 
the amount of $100.00 within thirty (30) days. 

Thank you for your attention to this matter. Should you have any questions, please do 
not hesitate to call. 

Sincerely, 

SHAW INTERESTS 

Tim Lilley 

Restricted Delivery Fee 
(Endorsement Required) 

• 
ru 
m 
• 

Total Postage & Fees 

Sent To 



OIL & GAS LEASE 
THIS AGREEMENT made this 11 day of April 2007, between John Millard Wicker, herein dealing in his sole and separate property, as Lessor (whether one 
or more), whose address is 1496 23"1 Street, Wyandotte, M I 48192, and Shaw Interests, Inc. whose address is 310 W. Wall St., Ste. 305, Midland, Texas 79701, 
Lessee, 

WITNESSETH: 

1. Lessor, 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 the Lessee herein contained, hereby grants, leases and lets exclusively unto Lessee for the purpose of investigating, exploring, prospecting, drilling, and 
operating for and producing oil and gas, injecting gas, waters, other fluids, and air into subsurface strata, laying pipelines, storing oil, 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 following described land in 
Lea County, New Mexico, to-wit: 

Township 14 South, Range 38 East 
W/2 of Section 31 

Township 15 South. Range 38 East 
Lots 3, 4, S/2NW/4, N/2SW/4, SW/4NE/4 and NW/4SE/4 of Section 6 

Said land is estimated to comprise 640.15998 acres, whether it actually comprises more or less. 

2. Subject to the other provisions herein contained, this lease shall remain in force for a term of Three (3) years from this date (called "primary term") and as long 
thereafter as oil or gas is produced from said land or from land with which said land is pooled. 

3. The royalties to be paid by Lessee are: (a) on oil, and other liquid hydrocarbons saved at the well, one-fifth (1/5) of that produced and saved from said land, same to 
be delivered at the wells or to the credit of Lessor in the pipeline to which the wells may be connected; (b) on gas, including casinghead gas or other gaseous substance 
produced from said land and used off the premises or used in the manufacture of gasoline or other products, the market value at the well of one-fifth (1/5) of the gas 
used, provided that on gas sold on or off the premises, the royalties shall be one-fifth (1/5) of the amount realized from such sale; (c) and at any time when this lease is 
not validated by other provisions hereof and there is a gas and/or condensate well on said land, or land pooled therewith, but gas or condensate is not being so sold or 
used and such well is shut in, either before or after production therefrom, then on or before 90 days after said well is shut in, and thereafter at annual intervals. Lessee 
may pay or tender an advance shut-in royalty equal to $1.00 per net acre of Lessor's gas acreage then 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 it shall be considered under all clauses hereof that gas is being produced from 
the leased premises in paying quantities. Each such payment shall be paid or tendered to the party or parties who at the time of such payment would be entitled to 
receive the royalties which would be paid under this lease if the well were in fact producing. The payment or tender of royalties and shut-in royalties may be made by 
check or draft. Any timely payment or tender of shut-in royalty which is made in a bona fide attempt to make proper payment, but which is erroneous in whole or in 
part as to parties or amounts, shall nevertheless be sufficient to prevent termination of this lease in the same manner as though a proper payment had been made i f 
Lessee shall correct such error within 30 days after Lessee has received written notice thereof by certified mail from the 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 of gas 
on or off 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 to applicable regulatory orders and after 
application of 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 off the leased premises) or transports gas off the leased premises, Lessee in computing royalty hereunder may deduct from such price a reasonable 
charge for each of such functions performed. 

4. This is a paid-up lease and Lessee shall not be obligated during the primary term hereof to commence or continue any operations of 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 to relieve Lessee of the obligation 
to pay royalties on actual production pursuant to the provisions of Paragraph 3 hereof. 

5. Lessee is hereby granted the right and power, from time to time, to pool or combine this lease, the land covered by it or any part or horizon thereof with any other 
land, leases, mineral estates or parts thereof for the production of oil or gas. Units pooled hereunder shall not exceed the standard proration unit fixed by law or by the 
Oil Conservation Division of the Energy and Minerals Department of the State of New Mexico or by any other lawful authority for the pool or area in which said land is 
situated, plus a tolerance of ten percent. Lessee shall file written unit designations in the county in which the premises are located and such units may be designated 
from time to time and either before or after the completion of wells. Drilling operations on or production from any part of any such unit shall be considered for all 
purposes, except the payment of royalty, as operations conducted upon or production from the land described in this lease. There shall be allocated to the land covered 
by this lease included in any such unit that portion of the total production of pooled minerals from wells in the unit, after deducting any used in lease or unit operations, 
which the net oil or gas acreage in the land covered by this lease included in the unit bears to the total number of surface acres in the unit. The production so allocated 
shall be considered for all purposes, including the payment or delivery of royalty, to be the entire production of pooled minerals from the portion of said land covered 
hereby and included in said unit in the same manner as though produced from said land under the terms of this lease. Any pooled unit designated by Lessee, as 
provided herein, may be dissolved by Lessee by recording an appropriate instrument in the County where the land is situated at any time after the completion of a dry 
hole or the cessation of production on said unit. 

6. If at the expiration of the primary term there is no well upon said land capable of producing oil or gas, but Lessee has commenced operations for drilling or 
reworking thereon, this lease shall remain in force so long as operations are prosecuted with no cessation of more than 60 consecutive days, whether such operations be 
on the same well or on a different or additional well or wells, and if they result in the production of oil or gas, so long thereafter as oil or gas is produced from said land. 
If, after the expiration of the primary term, all wells upon said land should become incapable of producing for any cause, this lease shall not terminate if Lessee 
commences operations for additional drilling or for. reworking within 60 days thereafter. I f any drilling, additional drilling, or reworking operations hereunder result in 
production, then this lease shall remain in full force so long thereafter as oil or 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 all operations hereunder, and the royalty shall be 
computed after deducting any so used. Lessee shall have the right at any time during or after the expiration of this lease to remove all property and fixtures placed by 
Lessee on said land, including the right to draw and remove all casing. When required by Lessor, Lessee will bury all pipe lines on cultivated lands below ordinary 
plow depth, and no well shall be drilled within two hundred feet (200 ft.) of any residence or barn now on said land without Lessor's consent. Lessor shall have the 
privilege, at his risk and expense, of using gas from any gas well on said land for stoves and inside lights in the principal dwelling thereon, out of any surplus gas not 
needed for operations hereunder. 

8. The rights of either party hereunder may be assigned in whole or in part and the provisions hereof shall extend to their heirs, executors, administrators, successors 
and assigns; but no change in the ownership of the land or in the ownership of, or rights to receive, royalties or shut-in royalties, however accomplished shall operate to 
enlarge the obligations or diminish the rights of Lessee; and no such change or division shall be binding upon Lessee for any purpose until 30 days after Lessee has 
been furnished by certified mail at Lessee's principal place of business with acceptable instruments or certified copies thereof constituting the chain of title from the 
original Lessor. If any such change in ownership occurs through the death of the owner, Lessee may, at its option, pay or tender any royalties or shut-in royalties in the 
name of the deceased or to his estate or to his heirs, executor or administrator until such time as Lessee has been furnished with evidence satisfactory to Lessee as to the 
persons entitled to such sums. An assignment of this lease in whole or in part shall, to the extent of such assignment, relieve and discharge Lessee of any obligations 
hereunder and, i f Lessee or assignee of part or parts hereof shall fail or make default in the payment of the proportionate part of royalty or shut-in royalty due from such 
Lessee or assignee or fail to comply with any of the provisions of this lease, such default shall not affect this lease insofar as it covers a part of said lands upon which 
Lessee or any assignee thereof shall properly comply or make such payments. 

9. Should Lessee be prevented from complying with any express or implied covenant of this lease, or from conducting drilling or reworking operations hereunder, or 
from producing oil or gas hereunder by reason of scarcity or inability to obtain or use equipment or material, or by operation of force majeure, or by any Federal or state 
law or.any order, rule or regulation of governmental authority, or governmental inactivity, 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 drilling or 
reworking operations or from producing oil or gas hereunder; and the time while Lessee is so prevented shall not be counted against Lessee, anything in this lease to the 
contrary notwithstanding. 



10. Lessor hereby warrants and agrees to defend the title to said land and agrees that Lessee at is option may discharge any tax, mortgage or other lien upon said land, 
and in the event Lessee does so it shall be subrogated to such lien with the right to enforce same and to apply royalties and shut-in royalties payable hereunder toward 
satisfying same. Without impairment of Lessee's rights under the warranty, if this lease covers a less interest in the oil and gas in all or any part of said land than the 
entire and undivided fee simple estate (whether Lessor's interest is herein specified or not) then the royalties, shut-in royalty, and other payments, if any, accruing from 
any part as to which this lease covers less than such full interest, shall be paid only in the proportion which the interest therein, if any, covered by this lease, bears to the 
whole and undivided fee simple estate therein. Should any one or more of the parties named above as Lessors fail to execute this lease, it shall nevertheless be binding 
upon the party or parties executing the same. 

11. Lessee, its or his successors, heirs and assigns, shall have the right 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, or by placing a release thereof of record in the county in which said land is situated; thereupon Lessee 
shall be relieved from all obligations, expressed or implied, of this agreement as to acreage so surrendered, and thereafter the shut-in royalty payable hereunder shall be 
reduced in the proportion that the acreage covered hereby is reduced by said release or releases. 

Executed the day and year first above written. 

John Millard Wicker 

ACKNOWLEDGMENT 

STATE OF MICHIGAN § 
§ 
§ COUNTY OF 

This instrument was acknowledged before me on the day of 2007, by John Millard Wicker. 

Notary Public, State of Michigan 

My Commission Expires: 
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April 17, 2007 

Mary S. William 
11 West 42n d Street 
New York, NY 10095 

Re: Pyramid #1 
W/2 of Section 31, Township 14 South, Range 38 East 
Lea County, New Mexico 

Dear Mary: 

In conjunction with our proposal of April 11, 2007 to lease your undivided mineral interest in the 
above described lands, please be advised that our client, Cimarex Energy Co., proposes to drill a 
horizontal Wolfcamp test at the following location in Section 31, Township 14 South, Range 38 
East, Lea County, New Mexico: 

. Surface Hole Location: 2210'FSL & 430'FWL 
• Bottom Hole Location: 330'FSL & 430'FWL 

Enclosed is a detailed AFE reflecting estimated well costs. 

I f you wish to participate and pay your proportionate share of well costs, please execute the AFE 
and return to the undersigned as soon as possible. Otherwise, in lieu of being subject to a 
compulsory pooling, you have the option to lease your minerals at the terms previously proposed 
being: 

• $100/Acre, 1/5 Royalty, 3 years 

Please do not hesitate to contact us with any questions. We look forward to your response. 

Maner B. Shaw 

SHAW INTERESTS 

Sincerely, 

Street Apt. No.; 
or PO Box No. 

rn 
crs 

'City State, ZIP+4 



AUTHORIZATION FOR EXPENDITURE 

COMPANY ENTITY 

Cimarex Enerqy Co. 
DATE PREPARED 

March 8, 2007 
I REGION 

Permian 

WELL NAME 

Pyramid 

WELL NO 

1 

PROSPECT OR FIELD NAME 

Star-Denton 

PROPERTY NUMBER DRILLING AFE NO. 

LOCATION SHL 2210' FSL & 430' FWL 

BHL 330' FSL & 430' FWL 
Sec 31.T14S, R38E 

COUNTY 

Lea 

STATE 

New Mexico 

TYPE WELL 

OIL X EXPL X 

GAS PROD 

ORIGINAL ESTIMATE X 

REVISED ESTIMATE 

SUPPLEMENTAL ESTIMATE 

EST. START DATE EST. COMP. DATE FORMATION EST. TD 

9800 TVD 
11600" MD 

PROJECT DESCRIPTION: 
Drill and complete a horizontal wolfcamp well. 

INTANGIBLES 

Intangible Drilling Costs 
Intangible Completion Costs 
TOTAL INTANGIBLE COSTS / 

TANGIBLES 
Well Equipment 
Lease Equipment 
TOTAL TANGIBLE WELL COST 

PLUG AND ABANDON COST 

TOTAL WELL COST: 

DRY HOLE 
COST 

.$2,463,180 

2,463,180 

132,000 

132,000 

60,000 

$2,655,180 

AFTER 
CASING POINT 

712,750 
712,750 

474,000 
84,000 

558,000 

(60,000) 

$1,210,750 

COMPLETED 
WELL COST 

$2,463,180 
712,750 

Comments on Well Costs: 
1. All tubulars, well or lease equipment is priced by COPAS and CEPS guidelines using the Historic Price Multiplier. 

WELL CONTROL INSURANCE: 

3,175,930 

606,000 
84,000 

690,000 

$3,865,930 

Unless otherwise indicated below, you, as a non-operating working interest owner, agree to be covered by Operator's well control 
insurance procured by Operator so long as Operator conducts operations hereunder and to pay your prorated share of the premiums 
therefore. If you elect to purchase your own well control insurance, you must provide a certificate of such insurance acceptable to 
Operator, as to form and limits, at the time this AFE is returned, if available, but in no event later than commencement of drilling 
operations. You agree that failure to provide the certificate of insurance, as provided herein, will result in your being covered by 
insurance procured by Operator. 

I elect to purchase my own well control insurance policy. 

Well control insurance procured by Operator, provides, among other terms, for $20,000,000 (100% W.I.) of Combined Single Limit 
coverage for well control and related redrilling and clean-up/pollution expense covering drilling (through completion) with a 
$1,000,000 (100% W.I.) deductible. 

Comments on AFE 

The above costs are estimates only and anticipate trouble free operations without any foreseeable change in plans. The actual costs, 
may exceed the estimated costs without affecting the authorization for expenditure herein granted. By approval of this AFE, the 
working interest owner agrees to pay its proportionate share of actual legal, curative, regulatory and well costs under term of the joint 
operating agreement, regulatory order or other applicable agreement covering this well. 

«VALUEI 

CIMAREX ENERGY CO. APPROVAL 
PREPARED BY 

Mark Audas, Sr. Drilling/Completion Engineer 
Permian Basin 

DRILLING AND COMPLETION MANAGER 

Doug Park, Mgr Drilling/Completion Operations 
Offshore and Permian Regions 

REGIONAL MANAGER 

Roger Alexander, Regional Manager 
Permian Basin 

JOINT INTEREST APPROVAL 
COMPANY BY DATE 

4/16/2007 11:51 AM 



PROJECT COST ESTIMATE 

LEASE NAME: Pyramid WELL NO.: 

I N T A N G I B L E S 

D R Y H O L E 

C O S T 

A F T E R C A S I N G 

POINT 

C O M P L E T E D 

W E L L C O S T 

ROADS & LOCATION PREPARATION / RESTORATION $100,000 $8,000 $108,000 

DAMAGES DIDC.105 $4,000 $1,000 $5,000 

MUD/FLUIDS DISPOSAL CHARGES $20,000 $20,000 $40,000 

DAY RATE 46 DH DAYS 5 ACP DAYS ( 17430 PER DAY $801,780 $87,150 $888,930 

MISC PREPARATION COST (mouse hole, rat hole, pads, pile clusters, misc.) $8,000 i,000 

BITS $100,000 $1,000 $101,000 

FUEL $2.20 PER GALLON $111,000 $11,000 $122,000 

WATER / COMPLETION FLUIDS DIDC.140 $32,200 $25,000 $57,200 

MUD & ADDITIVES DIDC.145 $64,400 

SURFACE RENTALS DIDC.150 ),000 $45,000 $114,000 

DOWNHOLE RENTALS DIDC.155 $144,000 $10,000 $154,000 

FORMATION EVALUATION (DST, Coring including evaluation, G&G SERVICES) DIDC.160 

MUD LOGGING 37 DAYS $900 PER DAY $47,000 $47,000 

OPEN HOLE LOGGING DIDC.180 $65,000 $65,000 

CEMENTING & FLOAT EQUIPMENT $50,000 $40,000 $90,000 

TUBULAR INSPECTIONS $5,000 $2,500 $7,500 

CASING CREWS $12,000 $15,000 $27,000 

EXTRA LABOR, WELDING, ETC. $27,600 $5,000 $32,600 

LAND TRANSPORTATION (Trucking) $32,200 $7,000 $39,200 

SUPERVISION $51,000 $18,000 ),000 

TRAILER HOUSE/CAMP/CATERING $17,000 DICC.255 $2,500 $19,500 

OTHER MISC EXPENSES $5,000 $5,000 $10,000 

OVERHEAD $14,000 DICC.195 $4,200 $18,200 

REMEDIAL CEMENTING DIDC.231 DICC.215 

MOB/DEMOB $150,000 $150,000 

DIRECTIONAL DRILLING SERVICES 22 DAYS @ 9500 PER DAY $209,000 $209,000 

DOCK, DISPATCHER, CRANE 

MARINE & AIR TRANSPORTATION DIDC.275 

SOLIDS CONTROL DIDC.260 $166,000 $166,000 

WELL CONTROL EQUIP (Snubbing services) DIDC.265 $28,000 $16,800 $44,800 

FISHING & SIDETRACK OPERATIONS DIDC.270 DICC.245 

COMPLETION RIG 14 DAYS( 4400 PER DAY $61,600 $61,600 

COIL TUBING DAYS ( PER DAY 

COMPLETION LOGGING, PERFORATING, WL UNITS, WL SURVEYS DICC.200 $35,000 $35,000 

STIMULATION $220,000 $220,000 

LEGAL/REGULATORY/CURATIVE $10,000 $10,000 

WELL CONTROL INSURANCE 0.35 PER FOOT $3,000 $3,000 

CONTINGENCY 5% OF DRILLING INTANGIBLES $117,000 $32,000 $149,000 

CONSTRUCTION FOR WELL EQUIPMENT $1,000 $1,000 

CONSTRUCTION FOR LEASE EQUIPMENT $39,000 $39,000 

CONSTRUCTION FOR SALES P/L 

$2 463 180 J$71Z,750 %pfW5;930, 

T A N G I B L E - W E L L E Q U I P M E N T 

C A S I N G SIZE FEET $/FOOT 

DRIVE PIPE 20" 40 100.00 4,000 $4,000 

CONDUCTOR PIPE 

WATER STRING 

SURFACE CASING 13-3/8" 250 42.00 11,000 $11,000 

INTERMEDIATE CASING 8-5/8" 4,500 23.40 105,000 $105,000 

DRILLING LINER 

DRILLINGLINER 

PRODUCTION CASING OR LINER 5 1/2" 9,800 15.90 156,000 $156,000 

PRODUCTION TIE-BACK 

TUBING 2 7/8" 12,000 6.50 78,000 $78,000 

N/C WELL EQUIPMENT S.000 $9,000 

WELLHEAD, TREE, CHOKES 12,000 DWEA.120 $28,000 $40,000 

LINER HANGER, ISOLATION PACKER 

PACKER, NIPPLES $110,000 $110,000 

PUMPING UNIT, ENGINE $78,000 $78,000 

LIFT EQUIPMENT (BHP, Rods, Anchors) DLEQ.105 $15,000 $15,000 

T A N G I B L E - L E A S E E Q U I P M E N T 

N/C LEASE EQUIPMENT DLEQ.115 $44,000 $44,000 

TANKS, TANKS STEPS, STAIRS $21,000 $21,000 

SATTERY'(Heater Treater, Separator, Gas Treating Equipment) $18,000 $18,000 

FLOW LINES (Line Pipe from wellhead to central facility) $1,000 $1,000 

OFFSHORE PRODUCTION STRUCTURE FOR FACILITIES 

PIPELINES TO SALES 

' $558;000 $690,000 

P&A COSTS (60,000) 

yff$i!2'i;ol75~0 wmsmsm 
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April 11,2007 

Mary S. William 
11 West 42n d Street 
New York, NY 10095 

Re: Oil & Gas Lease 
W/2 of Section 31 

, Township 14 South, Range 38 East 
Lots 3, 4, S/2NW/4, N/2SW/4, 
SW/4NE/4 and NW/4SE/4 of Section 6 
Township 15 South, Range 38 East 
Lea County, New Mexico 

Dear Mary: 

According to our title research you own an undivided 2.0005 net mineral acres under the 
above described lands. Enclosed is an Oil and Gas Lease for your review. The terms of this lease 
are a $100.00 bonus consideration, three (3) year paid-up primary term and one-fifth (1/5) 
royalty. 

If these terms are acceptable, please sign the lease in the presence of a Notary Public, and 
thereafter, return the lease along with the completed W-9 form to the above letterhead address. 
Upon receipt, subject to approval of title, we will process the Lease and forward you a check in 
the amount of $200.05 within thirty (30) days. 

Thank you for your attention to this matter. Should you have any questions, please do 
not hesitate to call. 

Sincerely, 

SHAW INTERESTS 

Tim Lilley 

U.S. Postal Service 
CERTIFIED MAIL 

' (Domestic Mail Only; No Insurance Coverage Provided) 
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OIL & GAS LEASE 
THIS AGREEMENT made this l l " 1 day of April 2007, between Mary S. William, herein dealing in her sole and separate property, as Lessor (whether one or 
more), whose address is 11 West 42"" Street, New York, NY 10095, and Shaw Interests, Inc. whose address is 310 W. Wall St., Ste. 305, Midland, Texas 79701, 
Lessee, 

WITNESSETH: 

1. Lessor, 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 the Lessee herein contained, hereby grants, leases and lets exclusively unto Lessee for the purpose of investigating, exploring, prospecting, drilling, and 
operating for and producing oil and gas, injecting gas, waters, other fluids, and air into subsurface strata, laying pipelines, storing oil, 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 following described land in 
Lea County, New Mexico, to-wit: 

Township 14 South, Range 38 East 
W/2 of Section 31 

Township 15 South, Range 38 East 
Lots 3, 4, S/2NW/4, N/2SW/4, SW/4NE/4 andNW/4SE/4 of Section 6 

Said land is estimated to comprise 640.15998 acres, whether it actually comprises more or less. 

2. Subject to the other provisions herein contained, this lease shall remain in force for a term of Three (3) years from this date (called "primary term") and as long 
thereafter as oil or gas is produced from said land or from land with which said land is pooled. 

3. The royalties to be paid by Lessee are: (a) on oil, and other liquid hydrocarbons saved at the well, one-fifth (1/5) of that produced and saved from said land, same to 
be delivered at the wells or to the credit of Lessor in the pipeline to which the wells may be connected; (b) on gas, including casinghead gas or other gaseous substance 
produced from said land and used off the premises or used in the manufacture of gasoline or other products, the market value at the well of one-fifth (1/5) of the gas 
used, provided that on gas sold on or off the premises, the royalties shall be one-fifth (1/5) of the amount realized from such sale; (c) and at any time when this lease is 
not validated by other provisions hereof and there is a gas and/or condensate well on said land, or land pooled therewith, but gas or condensate is not being so sold or 
used and such well is shut in, either before or after production therefrom, then on or before 90 days after said well is shut in, and thereafter at annual intervals, Lessee 
may pay or tender an advance shut-in royalty equal to $1.00 per net acre of Lessor's gas acreage then 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 it shall be considered under all clauses hereof that gas is being produced from 
the leased premises in paying quantities. Each such payment shall be paid or tendered to the party or parties who at the time of such payment would be entitled to 
receive the royalties which would be paid under this lease if the well were in fact producing. The payment or tender of royalties and shut-in royalties may be made by 
check or draft. Any timely payment or tender of shut-in royalty which is made in a bona fide attempt to make proper payment, but which is erroneous in whole or in 
part as to parties or amounts, shall nevertheless be sufficient to prevent termination of this lease in the same manner as though a proper payment had been made i f 
Lessee shall correct such error within 30 days after Lessee has received written notice thereof by certified mail from the 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 of gas 
on or off 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 to applicable regulatory orders and after 
application of 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 off the leased premises) or transports gas off the leased premises, Lessee in computing royalty hereunder may deduct from such price a reasonable 
charge for each of such functions performed. 

4. This is a paid-up lease and Lessee shall not be obligated during the primary term hereof to commence or continue any operations of 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 to relieve Lessee of the obligation 
to pay royalties on actual production pursuant to the provisions of Paragraph 3 hereof. 

5. Lessee is hereby granted the right and power, from time to time, to pool or combine this lease, the land covered by it or any part or horizon thereof with any other 
land, leases, mineral estates Or parts thereof for the production of oil or gas. Units pooled hereunder shall not exceed the standard proration unit fixed by law or by the 
Oil Conservation Division of the Energy and Minerals Department of the State of New Mexico or by any other lawful authority for the pool or area in which said land is 
situated, plus a tolerance of ten percent. Lessee shall file written unit designations in the county in which the premises are located and such units may be designated 
from time to time and either before or after the completion of wells. Drilling operations on or production from any part of any such unit shall be considered for all 
purposes, except the payment of royalty, as operations conducted upon or production from the land described in this lease. There shall be allocated to the land covered 
by this lease included in any such unit that portion of the total production of pooled minerals from wells in the unit, after deducting any used in lease or unit operations, 
which the net oil or gas acreage in the land covered by this lease included in the unit bears to the total number of surface acres in the unit. The production so allocated 
shall be considered for all purposes, including the payment or delivery of royalty, to be the entire production of pooled minerals from the portion of said land covered 
hereby and included in said unit in the same manner as though produced from said land under the terms of this lease. Any pooled unit designated by Lessee, as 
provided herein, may be dissolved by Lessee by recording an appropriate instrument in the County where the land is situated at any time after the completion of a dry 
hole or the cessation of production on said unit. 

6. If at the expiration of the primary term there is no well upon said land capable of producing oil or gas, but Lessee has commenced operations for drilling or 
reworking thereon, this lease shall remain in force so long as operations are prosecuted with no cessation of more than 60 consecutive days, whether such operations be 
on the same well or on a different or additional well or wells, and if they result in the production of oil or gas, so long thereafter as oil or gas is produced from said land. 
If, after the expiration of the primary term, all wells upon said land should become incapable of producing for any cause, this lease shall not terminate i f Lessee 
commences operations for additional drilling or for reworking within 60 days thereafter. I f any drilling, additional drilling, or reworking operations hereunder result in 
production, then this lease shall remain in full force so long thereafter as oil or 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 all operations hereunder, and the royalty shall be 
computed after deducting any so used. Lessee shall have the right at any time during or after the expiration of this lease to remove all property and fixtures placed by 
Lessee on said land, including the right to draw and remove all casing. When required by Lessor, Lessee will bury all pipe lines on cultivated lands below ordinary 
plow depth, and no well shall be drilled within two hundred feet (200 ft.) of any residence or barn now on said land without Lessor's consent. Lessor shall have the 
privilege, at his risk and expense, of using gas from any gas well on said land for stoves and inside lights in the principal dwelling thereon, out of any surplus gas not 
needed for operations hereunder. 

8. The rights of either party hereunder may be assigned in whole or in part and the provisions hereof shall extend to their heirs, executors, administrators, successors 
and assigns; but no change in the ownership of the land or in the ownership of, or rights to receive, royalties or shut-in royalties, however accomplished shall operate to 
enlarge the obligations or diminish the rights of Lessee; and no such change or division shall be binding upon Lessee for any purpose until 30 days after Lessee has 
been furnished by certified mail at Lessee's principal place of business with acceptable instruments or certified copies thereof constituting the chain of title from the 
original Lessor. If any such change in ownership occurs through the death of the owner, Lessee may, at its option, pay or tender any royalties or shut-in royalties in the 
name of the deceased or to his estate or to his heirs, executor or administrator until such time as Lessee has been furnished with evidence satisfactory to Lessee as to the 
persons entitled to such sums. An assignment of this lease in whole or in part shall, to the extent of such assignment, relieve and discharge Lessee of any obligations 
hereunder and, if Lessee or assignee of part or parts hereof shall fail or make default in the payment of the proportionate part of royalty or shut-in royalty due from, such 
Lessee or assignee or fail to comply with any of the provisions of this lease, such default shall not affect this lease insofar as it covers a part of said lands upon which 
Lessee or any assignee thereof shall properly comply or make such payments. 

9. Should Lessee be prevented from complying with any express or implied covenant of this lease, or from conducting drilling or reworking operations hereunder, or 
from producing oil or gas hereunder by reason of scarcity or inability to obtain or use equipment or material, or by operation of force.majeure, or by any Federal or state 
law or any order, rule or regulation of governmental authority, or governmental inactivity, 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 drilling or 
reworking operations or from producing oil or gas hereunder; and the time while Lessee is so prevented shall not be counted against Lessee, anything in this lease to the 
contrary notwithstanding. 



10. Lessor hereby warrants and agrees to defend the title to said land and agrees that Lessee at is option may discharge any tax, mortgage or other lien upon said land, 
and in the event Lessee does so it shall be subrogated to such lien with the right to enforce same and to apply royalties and shut-in royalties payable hereunder toward 
satisfying same. Without impairment of Lessee's rights under the warranty, if this lease covers a less interest in the oil and gas in all or any part of said land than the 
entire and undivided fee simple estate (whether Lessor's interest is herein specified or not) then the royalties, shut-in royalty, and other payments, i f any, accruing from 
any part as to which this lease covers less than such full interest, shall be paid only in the proportion which the interest therein, i f any, covered by this lease, bears to the 
whole and undivided fee simple estate therein. Should any one or more of the parties named above as Lessors fail to execute this lease, it shall nevertheless be binding 
upon the party or parties executing the same. 

11. Lessee, its or his successors, heirs and assigns, shall have the right 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, or by placing a release thereof of record in the county in which said land is situated; thereupon Lessee 
shall be relieved from all obligations, expressed or implied, of this agreement as to acreage so surrendered, and thereafter the shut-in royalty payable hereunder shall be 
reduced in the proportion that the acreage covered hereby is reduced by said release or releases. 

Executed the day and year first above written. 

Mary S. William 

ACKNOWLEDGMENT 

STATE OF NEW YORK § 
§ 
§ COUNTY OF 

This instrument was acknowledged before me on the day of J 2007, by Mary S. William. 

Notary Public, State of New York 

My Commission Expires: 
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April 18, 2007 

Rose Berger 
C/o Henry Kemp 
480 Lexington 
New York, NY 10167 

Re: Pyramid #1 
W/2 of Section 31, Township 14 South, Range 38 East 
Lea County, New Mexico 

Dear Mr. Kemp: 

We are unable to locate a current address for Rose Berger. In conjunction with our proposal of 
April 6, 2007 to lease Rose's undivided mineral interest in the above described lands, please be 
advised that our client, Cimarex Energy Co., proposes to drill a horizontal Wolfcamp test at the 
following location in Section 31, Township 14 South, Range 38 East, Lea County, New Mexico: 

. Surface Hole Location: 2210'FSL & 430'FWL 
• Bottom Hole Location: 330' FSL & 430' FWL 

Enclosed is a detailed AFE reflecting estimated well costs. 

If you wish to participate and pay your proportionate share of well costs, please execute the AFE 
and return to the undersigned as soon as possible. Otherwise, in lieu of being subject to a 
compulsory pooling, you have the option to lease your minerals at the terms previously proposed 
being: 

. $100/Acre, 1/5 Royalty, 3 years 

Please do not hesitate to contact us with any questions. We look forward to your response. 

Maner B. Shaw 

Sincerely, 

SHAW INTERESTS 

Street;'Apt- No.; 
or PO Box No. 

O 'cftyStaieyziP+4 



AUTHORIZATION FOR EXPENDITURE 

COMPANY ENTITY 

Cimarex Energy Co. 
DATE PREPARED 

March 8, 2007 
REGION 

Permian 

WELL NAME 

Pyramid 

WELL NO 

1 

PROSPECT OR FIELD NAME 

Star-Denton 

PROPERTY NUMBER DRILLING AFE NO. 

LOCATION SHL 2210' FSL & 430' FWL 

BHL 330' FSL & 430' FWL 
Sec31,T14S, R38E 

COUNTY 

Lea 

STATE 

New Mexico 

TYPE WELL 

OIL X EXPL X 

GAS PROD 

ORIGINAL ESTIMATE X 

REVISED ESTIMATE 

SUPPLEMENTAL ESTIMATE 

EST. START DATE EST. COMP. DATE FORMATION EST. TD 

9800 TVD 
11600' MD 

PROJECT DESCRIPTION: 
Drill and complete a horizontal wolfcamp well. 

INTANGIBLES 

Intangible Drilling Costs 
Intangible Completion Costs 
TOTAL INTANGIBLE COSTS 

TANGIBLES 
Well Equipment 
Lease Equipment 
TOTAL TANGIBLE WELL COST 

PLUG AND ABANDON COST 

TOTAL WELL COST: 

DRY HOLE 
COST 

$2,463,180 

2,463,180 

132,000 

132,000 

60,000 

$2,655,180 

AFTER 
CASING POINT 

712,750 
712,750 

474,000 
84,000 

558,000 

(60,000) 

$1,210,750 

COMPLETED 
WELL COST 

$2,463,180 
712,750 

Comments on Well Costs: 
L All tubulars, well or lease equipment is priced by COPAS and CEPS guidelines using the Historic Price Multiplier. 

3,175,930 

606,000 
84,000 

690,000 

$3,865,930 

WELL CONTROL INSURANCE: 

Unless otherwise indicated below, you, as a non-operating working interest owner, agree to be covered by Operator's well control 
insurance procured by Operator so long as Operator conducts operations hereunder and to pay your prorated share of the premiums 
therefore. If you elect to purchase your own well control insurance, you must provide a certificate of such insurance acceptable to 
Operator, as to form and limits, at the time this AFE is returned, if available, but in no event later than commencement of drilling 
operations. You agree that failure to provide the certificate of insurance, as provided herein, will result in your being covered by 
insurance procured by Operator. 

I elect to purchase my own well control insurance policy. 

Well control insurance procured by Operator, provides, among other terms, for $20,000,000 (100% W.I.) of Combined Single Limit 
coverage for well control and related redrilling and clean-up/pollution expense covering drilling (through completion) with a 
$1,000,000 (100% W.I.) deductible. 

Comments on AFE 

The above costs are estimates only and anticipate trouble free operations without any foreseeable change in plans. The actual costs 
may exceed the estimated costs without affecting the authorization for expenditure herein granted. By approval of this AFE, the 
working interest owner agrees to pay its proportionate share of actual legal, curative, regulatory and well costs under term of the joint 
operating agreement, regulatory order or other applicable agreement covering this well. 

#VALUEI 

CIMAREX ENERGY CO. APPROVAL 
PREPARED BY DRILLING AND COMPLETION MANAGER REGIONAL MANAGER 

Mark Audas, Sr. Drilling/Completion Engineer 
Permian Basin 

Doug Park, Mgr Drilling/Completion Operations 
Offshore and Permian Regions 

Roger Alexander, Regional Manager 
Permian Basin 

JOINT INTEREST APPROVAL 
COMPANY BY DATE 

4/16/2007 11:51 AM 



P R O J E C T C O S T E S T I M A T E 

L E A S E N A M E : P y r a m i d WELL NO.: 

I N T A N G I B L E S 

D R Y H O L E 

C O S T 

A F T E R C A S I N G 

Codes POINT 

C O M P L E T E D 

W E L L C O S T 

ROADS & LOCATION PREPARATION / RESTORATION $100,000 DICC.100 $8,000 $108,000 

DAMAGES DIDC.105 1,000 $1,000 $5,000 

MUD/FLUIDS DISPOSAL CHARGES $20,000 DICC.235 $20,000 $40,000 

DAY RATE 46 DH DAYS 5 ACP DAYS @ 17430 PER DAY DIDC.115 $801,780 $87,150 1,930 

MISC PREPARATION COST (mouse hole, rat hole, pads, pile clusters, misc.) DIDC120 i.OOO S.000 

BITS $100,000 $1,000 $101,000 

FUEL $2.20 PER GALLON DIDC.135 $111,000 $11,000 $122,000 

WATER / COMPLETION FLUIDS DIDC.140 $32,200 $25,000 $57,200 

MUD & ADDITIVES $64,400 $64,400 

SURFACE RENTALS ),000 DICC.140 $45,000 $114,000 

DOWNHOLE RENTALS $144,000 DICC.145 $10,000 $154,000 

FORMATION EVALUATION (DST, Coring including evaluation, G&G SERVICES) 

MUD LOGGING 37 DAYS @ $900 PER DAY DIDC.170 $47,000 $47,000 

OPEN HOLE LOGGING $65,000 $65,000 

CEMENTING & FLOAT EQUIPMENT $50,000 DICC.155 $40,000 $90,000 

TUBULAR INSPECTIONS $5,000 DICC.160 $2,500 $7,500 

CASING CREWS $12,000 $15,000 $27,000 

EXTRA LABOR, WELDING, ETC. DIDC.200 $27,600 $5,000 $32,600 

LAND TRANSPORTATION (Trucking) $32,200 DICC.175 $7,000 $39,200 

SUPERVISION $51,000 $18,000 $69,000 

TRAILER HOUSE/CAMP/CATERING $17,000 $2,500 $19,500 

OTHER MISC EXPENSES $5,000 $5,000 $10,000 

OVERHEAD $14,000 1,200 $18,200 

REMEDIAL CEMENTING 

MOB/DEMOB $150,000 $150,000 

DIRECTIONAL DRILLING SERVICES 22 DAYS 9500 PER DAY $209,000 $209,000 

DOCK, DISPATCHER, CRANE 

MARINE & AIR TRANSPORTATION DIDC.275 DICC.250 

SOLIDS CONTROL $166,000 $166,000 

WELL CONTROL EQUIP (Snubbing services) $28,000 DICC.240 $16,800 $44,800 

FISHING & SIDETRACK OPERATIONS DIDC.270 DICC.245 

COMPLETION RIG 14 DAYS( 4400 PER DAY $61,600 $61,600 

COIL TUBING DAYS @ PER DAY 

COMPLETION LOGGING, PERFORATING, WL UNITS, WL SURVEYS $35,000 $35,000 

STIMULATION $220,000 $220,000 

LEGAL/REGULATORY/CURATIVE $10,000 $10,000 

WELL CONTROL INSURANCE $0.35 PER FOOT DIDC.285 $3,000 $3,000 

CONTINGENCY 5% OF DRILLING INTANGIBLES $117,000 $32,000 $149,000 

CONSTRUCTION FOR WELL EQUIPMENT $1,000 $1,000 

CONSTRUCTION FOR LEASE EQUIPMENT $39,000 $39,000 

CONSTRUCTION FOR SALES P/L 

iiPHNfjiiagiBLE-cosT: $2,463,180 $712,750 :$3 17b,a30 

T A N G I B L E - W E L L E Q U I P M E N T 

C A S I N G SIZE $/FOOT 

DRIVE PIPE 20" 100.00 4,000 $4,000 

CONDUCTOR PIPE 

WATER STRING 

SURFACE CASING 13-3/8" 250 42.00 DWEB.140 11,000 $11,000 

INTERMEDIATE CASING 8-5/8" 4,500 23.40 DWEB.145 105,000 $105,000 

DRILLINGLINER 

DRILLINGLINER DWEB.145 

PRODUCTION CASING OR LINER 5 1/2" 15.90 156,000 $156,000 

PRODUCTION TIE-BACK. 

TUBING 2 7/8" 6.50 78,000 $78,000 

N/C WELL EQUIPMENT $9,000 $9,000 

WELLHEAD, TREE, CHOKES $28,000 $40,000 

LINER HANGER, ISOLATION PACKER 

PACKER, NIPPLES $110,000 $110,000 

PUMPING UNIT, ENGINE $78,000 $78,000 

LIFT EQUIPMENT (BHP, Rods, Anchors) $15,000 $15,000 

T A N G I B L E - L E A S E E Q U I P M E N T 

N/C LEASE EQUIPMENT $44,000 $44,000 

TANKS, TANKS STEPS, STAIRS $21,000 $21,000 

BATTERY (Heater Treater, Separator, Gas Treating Equipment) $18,000 $18,000 

FLOW LINES (Line Pipe from wellhead to central facility) $1,000 $1,000 

OFFSHORE PRODUCTION STRUCTURE FOR FACILITIES 

PIPELINES TO SALES 

$ P j r A l l f l | i j G ) B L E S >• :si32'poo $558,000 

P&A COSTS 60,000 DICC.275 (60,000) 

: $2 855186 SSlifl • $1,21.0;750 
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April 6, 2007 

Rose Berger 
C/o Henry Kemp 
480 Lexington 
New York, NY 10167 

Re: Oil & Gas Lease 
W/2 of Section 31 
Township 14 South, Range 38 East 
Lots 3, 4, S/2NW/4, N/2SW/4, 
S W/4NE/4 and NW/4SE/4 of Section 6 
Township 15 South, Range 38 East 
Lea County, New Mexico 

Dear Mr. Kemp: 

According to our title research, Rose Berger owns an undivided 3.00075 net mineral 
acres under the above described lands. Enclosed is an Oil and Gas Lease for your review. The 
terms of this Lease are a $100 .00 per net mineral acre bonus consideration, three (3) year paid-up 
primary term and three-sixteenths (3/16) royalty. 

If these terms are acceptable, please have her sign the lease in the presence of a Notary 
Public, and thereafter, return the lease along with the completed W-9 form to the above 
letterhead address. Upon receipt, subject to approval of title, we will process the Lease and 
forward her a check in the amount of $300.08 within thirty (30) days. 

Thank you for your attention to this matter. Should you have any questions, please do 
not hesitate to call. 

Sincerely, 

SHAW INTERESTS 

Tim Lilley 
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OIL & GAS LEASE 
THIS AGREEMENT made this 6th day of April, 2007, between Rose Berger, herein dealing in his sole and separate property, as Lessor 

(whether one or more), C/o Henry Kemp, whose address is 480 Lexington, New York, NY 10167, arid Shaw Interests, Inc. whose address is P.O. Box 9612, 
Midland, Texas 79708, Lessee, 

WITNESSETH: 

1. Lessor, 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 the Lessee herein contained, hereby grants, leases and lets exclusively unto Lessee for the purpose of investigating, exploring, prospecting, drilling, and 
operating for and producing oil and gas, injecting gas, waters, other fluids, and air into subsurface strata, laying pipelines, storing oil, 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 following described land in 
Lea County, New Mexico, to-wit: 

Township 14 South, Range 38 East 
W/2 of Section 31 

Township 15 South, Range 38 East 
Lots 3, 4, S/2NW/4, N/2SW/4, SW/4NE/4 and NW/4SE/4 of Section 6 

Said land is estimated to comprise 640.15998 acres, whether it actually comprises more or less. 

2. Subject to the other provisions herein contained, this lease shall remain in force for a term of Three (3) years from this date (called "primary term") and as long 
thereafter as oil or gas is produced from said land or from land with which said land is pooled. 

3. The royalties to be paid by Lessee are: (a) on oil, and other liquid hydrocarbons saved at the well, three-sixteenths (3/16) of that produced and saved from said 
land, same to be delivered at the wells or to the credit of Lessor in the pipeline to which the wells may be connected; (b) on gas, including casinghead gas or other 
gaseous substance produced from said land and used off the premises or used in the manufacture of gasoline or other products, the market value at the well of three-
sixteenths (3/16) of the gas used, provided that on gas sold on or off the premises, the royalties shall be three-sixteenths (3/16) of the amount realized from such sale; 
(c) and at any time when this lease is not validated by other provisions hereof and there is a gas and/or condensate well on said land, or land pooled therewith, but gas or 
condensate is not being so sold or used and such well is shut in, either before or after production therefrom, then on or before 90 days after said well is shut in, and 
thereafter at annual intervals, Lessee may pay or tender an advance shut-in royalty equal to $1.00 per net acre of Lessor's gas acreage then 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 it shall be considered under all clauses 
hereof that gas is being produced from.the leased premises in paying quantities. Each such payment shall be paid or tendered to the party or parties who at the time of 
such payment would be entitled to receive the royalties which would be paid under this lease if the well were in fact producing. The payment or tender of royalties and 
shut-in royalties may be made by check or draft. Any timely payment or tender of shut-in royalty which is made in a bona fide attempt to make proper payment, but 
which is erroneous in whole or in part as to parties or amounts, shall nevertheless be sufficient to prevent termination of this lease in the same manner as though a 
proper payment had been made if Lessee shall correct such error within 30 days after Lessee has received written notice thereof by certified mail from the 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 of gas on or off 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 to applicable 
regulatory orders and after application of 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 off the leased premises) or transports gas off the leased premises, Lessee in computing royalty hereunder may deduct 
from such price a reasonable charge for each of such functions performed. 

4. This is a paid-up lease and Lessee shall not be obligated during the primary term hereof to commence or continue any operations of 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 to relieve Lessee of the obligation 
to pay royalties on actual production pursuant to the provisions of Paragraph 3 hereof. 

5. Lessee is hereby granted the right and power, from time to time, to pool or combine this lease, the land covered by it or any part or horizon thereof with any other 
land, leases, mineral estates or parts thereof for the production of oil or .gas. Units pooled hereunder shall not exceed the standard proration unit fixed by law or by the 
Oil Conservation Division of the Energy and Minerals Department of the State of New Mexico or by any other lawful authority for the pool or area in which said land is 
situated, plus a tolerance often percent. Lessee shall file written unit designations in the county in which the premises are located and such units may be designated 
from time to time and either before or after the completion of wells. Drilling operations on or production from any part of any such unit shall be considered for ail 
purposes, except the payment of royalty, as operations conducted upon or production from the land described in this lease. There shall be allocated to the land covered 
by this lease included in any such unit that portion of the total production of pooled minerals from wells in the unit, after deducting any used in lease or unit operations, 
which the net oil or gas acreage in the land covered by this lease included in the unit bears to the total number of surface acres in the unit. The production so allocated 
shall be considered for all purposes, including the payment or delivery of royalty, to be the entire production of pooled minerals from the portion of said land covered 
hereby and included in said unit in the same manner as though produced from said land under the terms of this lease. Any pooled unit designated by Lessee, as 
provided herein, may be dissolved by Lessee by recording an appropriate instrument in the County where the land is situated at any time after the completion of a dry 
hole or the cessation of production on said unit. 

6. If at the expiration of the primary term there is no well upon said land capable of producing oil or gas, but Lessee has commenced operations for drilling or 
reworking thereon, this lease shall remain in force so long as operations are prosecuted with no cessation of more than 60 consecutive days, whether such operations be 
on the same well or on a different or additional well or wells, and if they result in the production of oil or gas, so long thereafter as oil or gas is produced from said land. 
If, after the expiration of the primary term, all wells upon said land should become incapable of producing for any cause, this lease shall not terminate if Lessee 
commences operations for additional drilling or for reworking within 60 days thereafter. If any drilling, additional drilling, or reworking operations hereunder result in 
production, then this lease shall remain in full force so long thereafter as oil or 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 all operations hereunder, and the royalty shall be 
computed after deducting any so used. Lessee shall have the right at any time during or after the expiration of this lease to remove all property and fixtures placed by 
Lessee on said land, including the right to draw and remove all casing. When required by Lessor, Lessee will bury all pipe lines on cultivated lands below ordinary 
plow depth, and no well shall be drilled within two hundred feet (200 ft.) of any residence or barn now on said land without Lessor's consent. Lessor shall have the 
privilege, at his risk and expense, of using gas from any gas well on said land for stoves and inside lights in the principal dwelling thereon, out of any surplus gas not 
needed for operations hereunder. 

8. The rights of either party hereunder may be assigned in whole or in part and the provisions hereof shall extend to their heirs, executors, administrators, successors 
and assigns; but no change in the ownership of the land or in the ownership of, or rights to receive, royalties or shut-in royalties, however accomplished shall operate to 
enlarge the obligations or diminish the rights of Lessee; and no such change or division shall be binding upon Lessee for any purpose until 30 days after Lessee has 
been furnished by certified , mail at Lessee's principal place of business with acceptable instruments or certified copies thereof constituting the chain of title from the 
original Lessor. If any such change in ownership occurs through the death of the owner, Lessee may, at its option, pay or tender any royalties or shut-in royalties in the 
name of the deceased or to his estate or to his heirs, executor or administrator until such time as Lessee has been furnished with evidence satisfactory to Lessee as to the 
persons entitled to such sums. An assignment of this lease in whole or in part shall, to the extent of such assignment, relieve and discharge Lessee of any obligations 
hereunder and, if Lessee or assignee of part or parts hereof shall fail or make default in the payment of the proportionate part of royalty or shut-in royalty due from such 
Lessee or assignee or fail to comply with any of the provisions of this lease, such default shall not affect this lease insofar as it covers a part of said lands upon which 
Lessee or any assignee thereof shall properly comply or make such payments. 

9. Should Lessee be prevented from complying with any express or- implied covenant of this lease, or from conducting drilling or reworking operations hereunder, or 
from producing oil or gas hereunder by reason of scarcity or inability to obtain or use equipment or material, or by operation of force majeure, or by any Federal or state 
law or any order, rule or regulation of governmental authority, or governmental inactivity, 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 drilling or 
reworking operations or from producing oil or gas hereunder; and the time while Lessee is so prevented shall not be counted against Lessee, anything in this lease to the 
contrary notwithstanding. 



10. Lessor hereby warrants and agrees to defend the title to said land and agrees that Lessee at is option may discharge any tax, mortgage or other lien upon said land, 
and in the event Lessee does so it shall be subrogated to such lien with the right to enforce same and to apply royalties and shut-in royalties payable hereunder toward 
satisfying same. Without impairment of Lessee's rights under the warranty, if this lease covers a less interest in the oil and gas in all or any part of said land than the 
entire and undivided fee simple estate (whether Lessor's interest is herein specified or not) then the royalties, shut-in royalty, and other payments, if any, accruing from 
any part as to which this lease covers less than such full interest, shall be paid only in the proportion which the interest therein, if any, covered by this lease, bears to the 
whole and undivided fee simple estate therein. Should any one or more of the parties named above as Lessors fail to execute this lease, it shall nevertheless be binding 
upon the party or parties executing the same. 

11. Lessee, its or his successors, heirs and assigns, shall have the right 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, or by placing a release thereof of record in the county in which said land is situated; thereupon Lessee 
shall be relieved from all obligations, expressed or implied, of this agreement as to acreage so surrendered, and thereafter the shut-in royalty payable hereunder shall be 
reduced in the proportion that the acreage covered hereby is reduced by said release or releases. 

Executed the day and year first above written. 

Rose Berger 

ACKNOWLEDGMENT 

STATE OF NEW YORK § 
§ 
§ COUNTY OF 

This instrument was acknowledged before me on the day of ,'2007, by Rose Berger. 

Notary Public, State of New York 

My Commission Expires: 





S H A W I N T E R E S T S , I N C . 
• I L & G A S P R O P E R T I E S 

P . O . B D X 9 6 1 2 M I D L A N D , T X 7 9 7 D S ( 4 3 2 1 6 B 5 - 1 4 D 4 

April'17, 2007 

Vanda Dale Byars 
8900 Comanche 
Olivette, MO 63132 

Re: Pyramid #1 
W/2 of Section 31, Township 14 South, Range 38 East 
Lea County, New Mexico 

Dear Vanda: 

In conjunction with our proposal of April 6, 2007 to lease your undivided mineral interest in the 
above described lands, please be advised that our client, Cimarex Energy Co., proposes to drill a 
horizontal Wolfcamp test at the following location in Section 31, Township 14 South, Range 38 
East, Lea County, New Mexico: 

. Surface Hole Location: 2210'FSL & 430'FWL 
• Bottom Hole Location: 330'FSL & 430'FWL 

Enclosed is a detailed AFE reflecting estimated well costs. 

If you wish to participate and pay your proportionate share of well costs, please execute the AFE 
and return to the undersigned as soon as possible. Otherwise, in lieu of being subject to a 
compulsory pooling, you have the option to lease your minerals at the terms previously proposed 
being: 

• $100/Acre, 1/5 Royalty, 3 years 

Please do not hesitate to contact us with any questions. We look forward to your response. 

Sincerely, 

SHAW INTERESTS 

Maner B. Shaw 
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CIMAREy 
AUTHORIZATION FOR EXPENDITURE 

COMPANY ENTITY 

Cimarex Energy Co. 
DATE PREPARED 

March 8, 2007 
1 REGION 

Permian 

WELL NAME 

Pyramid 

WELL NO 

1 

PROSPECT OR FIELD NAME 

Star-Denton 

PROPERTY NUMBER DRILLING AFE NO. 

LOCATION SHL 2210' FSL & 430' FWL 

BHL 330' FSL & 430' FWL 
Sec 31, T14S, R38E 

COUNTY 

Lea 

STATE 

New Mexico 

TYPE WELL 

OIL X EXPL X 

GAS PROD 

ORIGINAL ESTIMATE X 

REVISED ESTIMATE 

SUPPLEMENTAL ESTIMATE 

EST. START DATE EST. COMP. DATE FORMATION EST. TD 

9800 TVD 
11600' MD 

PROJECT DESCRIPTION: 
Drill and complete a horizontal wolfcamp well. 

INTANGIBLES 

Intangible Drilling Costs 
Intangible Completion Costs 
TOTAL INTANGIBLE COSTS 

TANGIBLES 
Well Equipment 
Lease Equipment 
TOTAL TANGIBLE WELL COST 

PLUG AND ABANDON COST 

TOTAL WELL COST: 

DRV HOLE 
COST 

$2,463,180 

2,463,180 

132,000 

132,000 

60,000 

$2,655,180 

AFTER 
CASING POINT 

712,750 
712,750 

474,000 
84,000 

558,000 

(60,000) 

$1,210,750 

COMPLETED 
WELL COST 

$2,463,180 
712,750 

3,175,930 

606,000 
84,000 

690,000 

$3,865,930 

Comments on Well Costs: 
1'. All tubulars, well or lease equipment is priced by COPAS and CEPS guidelines using the Historic Price Multiplier. 

WELL CONTROL INSURANCE: 

Unless otherwise indicated below, you, as a non-operating working interest owner, agree to be covered by Operator's well control 
insurance procured by Operator so long as Operator conducts operations hereunder and to pay your prorated share of the premiums 
therefore. If you elect to purchase your own well control insurance, you must provide a certificate of such insurance acceptable to 
Operator, as to form and limits, at the time this AFE is returned, if available, but in no event later than commencement of drilling 
operations. You agree that failure to provide the certificate of insurance, as provided herein, will result in your being covered by 
insurance procured by Operator. 

I elect to purchase my own well control insurance policy. 

Well control insurance procured by Operator, provides, among other terms, for $20,000,000 (100% W.I.) of Combined Single Limit 
coverage for well control and related redrilling and clean-up/pollution expense covering drilling (through completion) with a 

. $1,000,000 (100% W.I.) deductible. 

Comments on AFE 

The above costs are estimates only and anticipate trouble free operations without any foreseeable change in plans. The actual costs 
may exceed the estimated costs without affecting the authorization for expenditure herein granted. By approval of this AFE, the 
working interest owner agrees to pay its proportionate share of actual legal, curative, regulatory and well costs under term of the joint 
operating agreement, regulatory order or other applicable agreement covering this well. 

#VALUE! 

CIMAREX ENERGY CO. APPROVAL 
PREPARED BY 

Mark Audas, Sr. Drilling/Completion Engineer 
Permian Basin 

DRILLING AND COMPLETION MANAGER 

Doug Park, Mgr Drilling/Completion Operations 
Offshore and Permian Regions 

REGIONAL MANAGER 

Roger Alexander, Regional Manager 
Permian Basin 

JOINT INTEREST APPROVAL 
COMPANY BY DATE 

4/16/2007 11:51 AM 



PROJECT COST ESTIMATE 

LEASE NAME: Pyramid WELL NO.: 

INTANGIBLES Codes 

D R Y H O L E 

C O S T 

A F T E R C A S I N G 

Codes POINT 

C O M P L E T E D 

W E L L C O S T 

ROADS & LOCATION PREPARATION / RESTORATION $100,000 DICC.100 8,000 $108,000 

DAMAGES $4,000 DICC.105 $1,000 $5,000 

MUD/FLUIDS DISPOSAL CHARGES DIDC.255 $20,000 $20,000 $40,000 

DAY RATE 46 DH DAYS 5 ACP DAYS ( 17430 PER DAY $801,780 $87,150 $888,930 

MISC PREPARATION COST (mouse hole, rat hole, pads, pile clusters, misc.) i,000 1,000 

BITS $100,000 $1,000 $101,000 

FUEL $2.20 PER GALLON $111,000 $11,000 $122,000 

WATER / COMPLETION FLUIDS $32,200 $25,000 $57,200 

MUD & ADDITIVES $64,400 $64,400 

SURFACE RENTALS $69,000 $45,000 $114,000 

DOWNHOLE RENTALS $144,000 $10,000 $154,000 

FORMATION EVALUATION (DST, Coring including evaluation, G&G SERVICES) DIDC.160 

MUD LOGGING 37 DAYS @ $900 PER DAY $47,000 $47,000 

OPEN HOLE LOGGING $65,000 65,000 

CEMENTING & FLOAT EQUIPMENT $50,000 $40,000 $90,000 

TUBULAR INSPECTIONS $5,000 $2,500 $7,500 

CASING CREWS $12,000 $15,000 $27,000 

EXTRA LABOR, WELDING, ETC. $27,600 $5,000 $32,600 

LAND TRANSPORTATION (Trucking) $32,200 DICC.175 $7,000 1,200 

SUPERVISION $51,000 $18,000 $69,000 

TRAILER HOUSE/CAMP/CATERING $17,000 $2,500 19,500 

OTHER MISC EXPENSES $5,000 $5,000 $10,000 

OVERHEAD $14,000 $4,200 $18,200 

REMEDIAL CEMENTING DICC.215 

53 MOB/DEMOB $150,000 $150,000 

DIRECTIONAL DRILLING SERVICES 22 DAYS 9500 PER DAY $209,000 V $209,000 

DOCK, DISPATCHER, CRANE 

MARINE & AIR TRANSPORTATION 

SOLIDS CONTROL $166,000 $166,000 

WELL CONTROL EQUIP (Snubbing services) $28,000 $16,800 $44,800 

FISHING & SIDETRACK OPERATIONS 

COMPLETION RIG 14 DAYS( 4400 PER DAY $61,600 61,600 

COIL TUBING DAYS @ PER DAY 

COMPLETION LOGGING, PERFORATING, WL UNITS, WL SURVEYS $35,000 $35,000 

STIMULATION $220,000 $220,000 

LEGAL/REGULATORY/CURATIVE $10,000 $10,000 

WELL CONTROL INSURANCE $0.35 PER FOOT $3000 ^ ^ ^ ^ ^ $3,000 

CONTINGENCY 5% OF DRILLING INTANGIBLES $117,000 $32,000 $149,000 

CONSTRUCTION FOR WELL EQUIPMENT $1,000 $1,000 

CONSTRUCTION FOR LEASE EQUIPMENT DLEQ.110 $39,000 $39,000 
CONSTRUCTION FOR SALES P/L 

iTQ.TAj i lNTAN&IBLE C O S T $#•163,180 -$7,12,750 

T A N G I B L E - W E L L E Q U I P M E N T 

C A S I N G : SIZE FEET $/FOOT 

DRIVE PIPE 20" 40 100.00 $4,000 

CONDUCTOR PIPE 

WATER STRING DWEB.135 

SURFACE CASING 13-3/8" 250 42.00 11,000 $11,000 

INTERMEDIATE CASING 4,500 23.40 105,000 $105,000 

DRILLINGLINER 

DRILLINGLINER 

PRODUCTION CASING OR LINER 5 1/2" 15.90 156,000 $156,000 

PRODUCTION TIE-BACK 

TUBING 2 7/8" 12,000 6.50 78,000 $78,000 

N/C WELL EQUIPMENT ),000 i,000 

WELLHEAD, TREE, CHOKES 12,000 $28,000 $40,000 

LINER HANGER, ISOLATION PACKER 

PACKER, NIPPLES $110,000 $110,000 

PUMPING UNIT, ENGINE $78,000 $78,000 

LIFT EQUIPMENT (BHP, Rods, Anchors) $15,000 $15,000 

T A N G I B L E - L E A S E E Q U I P M E N T 

N/C LEASE EQUIPMENT $44,000 $44,000 

TANKS, TANKS STEPS, STAIRS DLEQ.120 $21,000 $21,000 

BATTERY;(HeaterTreater, Separator, Gas Treating Equipment) $18,000 $1.8,000 

FLOW LINES (Line Pipe from wellhead to central facility) $1,000 $1,000 

OFFSHORE PRODUCTION STRUCTURE FOR FACILITIES 

PIPELINES TO SALES 

jjjjjatBiigiiiLEs 3132 000 $558,000 

P&A COSTS 60,000 (60,000) 

$2;655,'180 <r$1,21,0f7Sfi 
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April 6, 2007 

Vanda Dale Byars 
8900 Comanche 
Olivette, MO 63132 

Re: Oil & Gas Lease 
W/2 of Section 31 
Township 14 South, Range 38 East 
Lots 3, 4, S/2NW/4, N/2SW/4, 
SW/4NE/4 and NW/4SE/4 of Section 6 
Township 15 South, Range 38 East 
Lea County, New Mexico 

Dear Ms. Byars: 

According to our title research, you own an undivided 4.25606 net mineral acres under 
the above described lands. Enclosed is an Oil and Gas Lease for your review. The terms of this 
Lease are a $100.00 per net mineral acre bonus consideration, three (3) year paid-up primary 
term and three-sixteenths (3/16) royalty. 

If these terms are acceptable, please sign the lease in the presence of a Notary Public, and 
thereafter, return the lease along with the completed W-9 form to the above letterhead address. 
Upon receipt, subject to approval of title, we will process the Lease and forward you a check in 
the amount of $425.61 within thirty (30) days. 

Thank you for your attention to this matter. Should you have any questions, please do 
not hesitate to call. 

U.S. Postal S e r v i c e ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ 
, CERTIFIED MAIL RECEIPT 
^rnestic Mai, Only; No Insurance Coverage Provided) 

Sincerely, 

SHAW INTERESTS 

Tim Lilley 
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OIL & GAS LEASE 
THIS AGREEMENT made this 6 , h day of April, 2007, between Vanda Dale Byars, herein dealing in her sole and separate property, as Lessor 

(whether one or more), whose address is 8900 Comanche, Olivette, MO 63132, and Shaw Interests, Inc. whose address is P.O. Box 9612, Midland, Texas 
79708, Lessee, 

WITNESSETH: 

1. Lessor, 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 the Lessee herein contained, hereby grants, leases and lets exclusively unto Lessee for the purpose of investigating, exploring, prospecting, drilling, and 
operating for and producing oil and gas, injecting gas, waters, other fluids, and air into subsurface strata, laying pipelines, storing oil, 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 following described land in 
Lea County, New Mexico, to-wit: 

Township 14 South, Range 38 East 
W/2 of Section 31 

Township 15 South, Range 38 East 
Lots 3, 4, S/2NW/4, N/2SW/4, SW/4NE/4 and NW/4SE/4 of Section 6 

Said land is estimated to comprise 640.15998 acres, whether it actually comprises more or less. 

2. Subject to the other provisions herein contained, this lease shall remain in force for a term of Three (3) years from this date (called "primary term") and as long 
thereafter as oil or gas is produced from said land or from land with which said land is pooled. ; ; 

3. The royalties to be paid by Lessee are: (a) on oil, and other liquid hydrocarbons saved at the well, three-sixteenths (3/16) of that produced and saved from said 
land, same to be delivered at the wells or to the credit of Lessor in the pipeline to which the wells may be connected; (b) on gas, including casinghead gas or other 
gaseous substance produced from said land and used off the premises or used in the manufacture of gasoline or other products, the market value at the well of three-
sixteenths (3/16) of the gas used, provided that on gas sold on or off the premises, the royalties shall be three-sixteenths (3/16) of the amount realized from such sale; 
(c) and at any time when this lease is not validated by other provisions hereof and there is a gas and/or condensate well on said land, or land pooled therewith, but gas or 
condensate is not being so sold or used and such well is shut in, either before or after production therefrom, then on or before 90 days after said well is shut in, and 
thereafter at annual intervals, Lessee may pay or tender an advance shut-in royalty equal to $1.00 per net acre of Lessor's gas acreage then 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 it shall be considered under all clauses 
hereof that gas is being produced from the leased premises in paying quantities. Each such payment shall be paid or tendered to the party or parties who at the time of 
such payment would be entitled to receive the royalties which would be paid under this lease if the well were in fact producing. The payment or tender of royalties and 
shut-in royalties may be made by check or draft. Any timely payment or tender of shut-in royalty which is made in a bona fide attempt to make proper payment, but 
which is erroneous in whole or in part as to parties or amounts, shall nevertheless be sufficient to prevent; termination of this lease in the same manner as though a 
proper payment had been made if Lessee shall correct such error within 30 days after Lessee has received written notice thereof by certified mail from the 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 of gas on or off 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 to applicable 
regulatory orders and after application of 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 off the leased prernis.es) or transports gas off the leased premises, Lessee in computing royalty hereunder may deduct 
from such price a reasonable charge for each of such functions performed. 

4. This is a paid-up lease and Lessee shall not be obligated during the primary term hereof to commence or continue any operations of 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 to relieve Lessee of the obligation 
to pay royalties on actual production pursuant to the provisions of Paragraph 3 hereof. 

5. Lessee is hereby granted the right and power, from time to time, to pool or combine this lease, the land covered by it or any part or horizon thereof with any other 
land, leases, mineral estates or parts thereof for the production of oil or gas. Units pooled hereunder shall not exceed the standard proration unit fixed by law or by the 
Oil Conservation Division of the Energy and Minerals Department of the State of New Mexico or by any other lawful authority for the pool or area in which said land is 
situated, plus a tolerance often percent. Lessee shall file written unit designations in the county in which the premises are located and such units may be designated 
from time to time and either before or after the completion of wells. Drilling operations on or production from any part of any such unit shall be considered for all 
purposes, except the payment of royalty, as operations conducted upon or production from the land described in this lease. There shall be allocated to the land covered 
by this lease included in any such unit that portion of the total production of pooled minerals from wells in the unit, after deducting any used in lease or unit operations, 
which the net oil or gas acreage in the land covered by this lease included in the unit bears to the total number of surface acres in the unit. The production so allocated 
shall be considered for all purposes, including the payment or delivery of royalty, to be the entire production of pooled minerals from the portion of said land covered 
hereby and included in said unit in the same manner as though produced from said land under the terms of this lease. Any pooled unit designated by Lessee, as 
provided herein, may be dissolved by Lessee by recording an appropriate instrument in the County where the land is situated at any time after the completion of a dry 
hole or the cessation of production on said unit. 

6. If at the expiration of the primary term there is no well upon said land capable of producing oil or gas, but Lessee has commenced operations for drilling or 
reworking thereon, this lease shall remain in force so long as operations are prosecuted with no cessation of more than 60 consecutive days, whether such operations be 
on the same well or on a different or additional well or wells, and if they result in the production of oil or gas, so long thereafter as oil or gas is produced from said land. 
If, after the expiration of the primary term, all wells upon said land should become incapable of producing for any cause, this lease shall not terminate i f Lessee 
commences operations for additional drilling or for reworking within 60 days thereafter. If any drilling, additional drilling, or reworking operations hereunder result in 
production, then this lease shall remain in full force so long thereafter as oil or 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 all operations hereunder, and the royalty shall be 
computed after deducting any so used. Lessee shall have the right at any time during or after the expiration of this lease to remove all property and fixtures placed by 
Lessee on said land, including the right to draw and remove all casing. When required by Lessor, Lessee will bury all pipe lines on cultivated lands below ordinary 
plow depth, and no well shall be drilled within two hundred feet (200 ft.) of any residence or bam now on said land without Lessor's consent. Lessor shall have the 
privilege, at his risk and expense, of using gas from any gas well on said land for stoves and inside lights in the principal dwelling thereon, out of any surplus gas not 
needed for operations hereunder. 

8. The rights of either party hereunder may be assigned in whole or in part and the provisions hereof shall extend to their heirs, executors, administrators, successors 
and assigns; but no change in the ownership of the land or in the ownership of, or rights to receive, royalties or shut-in royalties, however accomplished shall operate to 
enlarge the obligations or diminish the rights of Lessee; and no such change or division shall be binding upon Lessee for any purpose until 30 days after Lessee has 
been furnished by certified mail at Lessee's principal place of business with acceptable instruments or certified copies thereof constituting the chain of title from the 
original Lessor. If any such change in ownership occurs through the death of the owner, Lessee may, at its option, pay or tender any royalties or shut-in royalties in the 
name of the deceased or to his estate or to his heirs, executor or administrator until such time as Lessee has been furnished with evidence satisfactory to Lessee as to the 
persons entitled to such sums. An assignment of this lease in whole or in part shall, to the extent of such assignment, relieve and discharge Lessee of any obligations 
hereunder and, if Lessee or assignee of part or parts hereof shall fail or make default in the payment of the proportionate part of royalty or shut-in royalty due from such 
Lessee or assignee or fail to comply with any of the provisions of this lease, such default shall not affect this lease insofar as it covers a part of said lands upo n which 
Lessee or any assignee thereof shall properly comply or make such payments. 

9. Should Lessee be prevented from complying with any express or implied covenant of this lease, or from conducting drilling or reworking operations hereunder, or 
from producing oil or gas hereunder by reason of scarcity or inability to obtain or use equipment or material, or by operation of force majeure, or by any Federal or state 
law or any order, rule or regulation of governmental authority, or governmental inactivity, 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 drilling or 
reworking operations or from producing oil or gas hereunder; and the time while Lessee is so prevented shall not be counted against Lessee, anything in this lease to the 
contrary notwithstanding. 



10. Lessor hereby warrants and agrees to defend the title to said land and agrees that Lessee at is option may discharge any tax, mortgage or other lien upon said land, 
and in the event Lessee does so it shall be subrogated to such lien with the right to enforce same and to apply royalties and shut-in royalties payable hereunder toward 
satisfying same. Without impairment of Lessee's rights under the warranty, if this lease covers a less interest in the oil and gas in all or any part of said land than the 
entire and undivided fee simple estate (whether Lessor's interest is herein specified or not) then the royalties, shut-in royalty, and other payments, if any, accruing from 
any part as to which this lease covers less than such full interest, shall be paid only in the proportion which the interest therein, if any, covered by this lease, bears to the 
whole and undivided fee simple estate therein. Should any one or more of the parties named above as Lessors fail to execute this lease, it shall nevertheless be binding 
upon the party or parties executing the same. 

11. Lessee, its or his successors, heirs and assigns, shall have the right 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, or by placing a release thereof of record in the county in which said land is situated; thereupon Lessee 
shall be relieved from all obligations, expressed or implied, of this agreement as to acreage so surrendered, and thereafter the shut-in royalty payable hereunder shall be 
reduced in the proportion that the acreage covered hereby is reduced by said release or releases. 

Executed the day and year first above written. 

Vanda Dale Byars 

ACKNOWLEDGMENT 

STATE OF MISSOURI § 
§ 
§ COUNTY OF 

This instrument was acknowledged before me on the day of J 2007, by Vanda Dale Byars. 

Notary Public, State of Missouri 

My Commission Expires: 
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April 17, 2007 

Clay Allen Cureton 
6582 Vanguard Avenue 
Garden Grove, CA 92845 

Re: Pyramid #1 
W/2 of Section 31, Township 14 South, Range 38 East 
Lea County, New Mexico 

Dear Clay: . 

In conjunction with our proposal of April 6, 2007 to lease your undivided mineral interest in the 
above described lands, please be advised that our client, Cimarex Energy Co., proposes to drill a 
horizontal Wolfcamp test at the following location in Section 31, Township 14 South, Range 38 
East, Lea County, New Mexico: 

• Surface Hole Location: 2210'FSL & 430'FWL 
. Bottom Hole Location: 330'FSL & 430'FWL 

Enclosed is a detailed AFE reflecting estimated well costs. 

I f you wish to participate and pay your proportionate share of well costs, please execute the AFE 
and return to the undersigned as soon as possible. Otherwise, in lieu of being subject to a 
compulsory pooling, you have the option to lease your minerals at the terms previously proposed 
being: 

• $100/Acre, 1/5 Royalty, 3 years 

Please do not hesitate to contact us with any questions. We look forward to your response. 

Sincerely, 

SHAW INTERESTS 

U.S! Postal Servi 

Maner B. Shaw 
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AUTHORIZATION FOR EXPENDITURE 

COMPANY ENTITY 

Cimarex Energy Co. 
DATE PREPARED 

March 8, 2007 
REGION 

Permian 

WELL NAME 

Pyramid 

WELL NO 

1 

PROSPECT OR FIELD NAME 

Star-Denton 

PROPERTY NUMBER DRILLING AFE NO. 

LOCATION SHL 2210' FSL & 430' FWL 

BHL 330' FSL & 430' FWL 
Sec 31.T14S, R38E 

COUNTY 

Lea 

STATE 

New Mexico 

TYPE WELL 

OIL X EXPL X 

GAS PROD 

ORIGINAL ESTIMATE X 

REVISED ESTIMATE 

SUPPLEMENTAL ESTIMATE 

EST. START DATE EST. COMP. DATE FORMATION EST. TD 

9800 TVD 
11600' MD 

PROJECT DESCRIPTION: 
Drill and complete a horizontal wolfcamp well. 

INTANGIBLES 

Intangible Drilling Costs 
Intangible Completion Costs 
TOTAL INTANGIBLE COSTS 

TANGIBLES 
Well Equipment 
Lease Equipment 
TOTAL TANGIBLE WELL COST 

PLUG AND ABANDON COST 

TOTAL WELL COST: 

DRY HOLE 
COST 

$2,463,180 

2,463,180 

132,000 

132,000 

60,000 

$2,655,180 

AFTER 
CASING POINT 

712,750 
712,750 

474,000 
. 84,000 
558,000 
(60,000) 

$1,210,750 

COMPLETED 
WELL COST 

$2,463,180 
712,750 

Comments on Well Costs: 
1. All tubulars, well or lease equipment is priced by COPAS and CEPS guidelines using the Historic Price Multiplier. 

3,175,930 

606,000 
84,000 

690,000 

$3,865,930 

WELL CONTROL INSURANCE: 

Unless otherwise indicated below, you, as a non-operating working interest owner, agree to be covered by Operator's well control 
insurance procured by Operator so long as Operator conducts operations hereunder and to pay your prorated share of the premiums 
therefore. If you elect to purchase your own well control insurance, you must provide a certificate of such insurance acceptable to 
Operator, as to form and limits, at the time this AFE is returned, if available, but in no event later than commencement of drilling 
operations. You agree that failure to provide the certificate of insurance, as provided herein, will result in your being covered by 
insurance procured by Operator. 

I elect to purchase my own well control insurance policy. 

Well control insurance procured by Operator, provides, among other terms, for $20,000,000 (100% W.I.) of Combined Single Limit 
coverage for well control and related redrilling and clean-up/pollution expense covering drilling (through completion) with a 
$1,000,000 (100% W.I.) deductible. 

Comments on AFE 

The above costs are estimates only and anticipate trouble free operations without any foreseeable change in plans. The actual costs 
may exceed the estimated costs without affecting the authorization for expenditure herein granted. By approval of this AFE, the 
working interest owner agrees to pay its proportionate share of actual legal, curative, regulatory and well costs under term of the joint 
operating agreement, regulatory order or other applicable agreement covering this well. 

((VALUE! 

CIMAREX ENERGY CO. APPROVAL 
PREPARED BY 

Mark Audas, Sr. Drilling/Completion Engineer 
Permian Basin 

DRILLING AND COMPLETION MANAGER 

Doug Park, Mgr Drilling/Completion Operations 
Offshore and Permian Regions 

REGIONAL MANAGER 

Roger Alexander, Regional Manager 
Permian Basin 

JOINT INTEREST APPROVAL 
COMPANY BY DATE 

4/16/2007 11:51 AM 



PROJECT COST ESTIMATE 

LEASE NAME: Pyramid WELL NO.: 

I N T A N G I B L E S 

D R Y H O L E 

C O S T 

A F T E R C A S I N G 

Codes POINT 

C O M P L E T E D 

W E L L C O S T 

ROADS & LOCATION PREPARATION / RESTORATION $100,000 DICC.100 $6,000 $108,000 

DAMAGES $4,000 •ICC.105 $1,000 $5,000 

MUD/FLUIDS DISPOSAL CHARGES DIDC.255 $20,000 $20,000 $40,000 

DAY RATE 46 DH DAYS 5 ACP DAYS ( •• 17430 PER DAY $801,780 DICC.120 $87,150 $888,930 

MISC PREPARATION COST (mouse hole, rat hole, pads, pile clusters, misc.) $8,000 8,000 

BITS $100,000 $1,000 $101,000 

FUEL $2.20 PER GALLON $111,000 $11,000 $122,000 

WATER / COMPLETION FLUIDS $32,200 $25,000 $57,200 

MUD & ADDITIVES $64,400 $64,400 

SURFACE RENTALS $69,000 $45,000 $114,000 

DOWNHOLE RENTALS $144,000 $10,000 $154,000 

FORMATION EVALUATION (DST, Coring including evaluation, G&G SERVICES) DIDC.160 

MUD LOGGING 37 DAYS @ $900 PER DAY $47,000 $47,000 

OPEN HOLE LOGGING $65,000 $65,000 

CEMENTING & FLOAT EQUIPMENT $50,000 $40,000 1,000 

TUBULAR INSPECTIONS $5,000 DICC.160 $2,500 $7,500 

CASING CREWS $12,000 $15,000 $27,000 

EXTRA LABOR, WELDING, ETC. $27,600 $5,000 $32,600 

LAND TRANSPORTATION (Trucking) $32,200 $7,000 $39,200 

SUPERVISION $51,000 $18,000 $69,000 

TRAILER HOUSE/CAMP/CATERING $17,000 DICC.255 $2,500 $19,500 

OTHER MISC EXPENSES $5,000 DICC.190 $5,000 $10,000 

OVERHEAD $14,000 DICC.195 $4,200 $18,200 

REMEDIAL CEMENTING 

MOB/DEMOB $150,000 $150,000 

DIRECTIONAL DRILLING SERVICES 22 DAYS 9500 PER DAY $209,000 $209,000 

DOCK, DISPATCHER, CRANE 

MARINE & AIR TRANSPORTATION 

SOLIDS CONTROL $166,000 $166,000 

WELL CONTROL EQUIP (Snubbing services) $28,000 DICC.240 $16,800 $44,800 

FISHING & SIDETRACK OPERATIONS DICC.245 

COMPLETION RIG 14 DAYS( 4400 PER DAY •ICC.H5 $61,600 $61,600 

COIL TUBING DAYS d PER DAY DICC.260 

COMPLETION LOGGING, PERFORATING, WL UNITS, WL SURVEYS DICC.200 $35,000 $35,000 

STIMULATION $220,000 $220,000 

LEGAL/REGULATORY/CURATIVE $10,000 $10,000 

WELL CONTROL INSURANCE ).35 PER FOOT $3,000 $3,000 

CONTINGENCY 5% OF DRILLING INTANGIBLES $117,000 DICC.220 $32,000 $149,000 

CONSTRUCTION FOR WELL EQUIPMENT DWEA.110 $1,000 $1,000 

CONSTRUCTION FOR LEASE EQUIPMENT DLEQ.110 $39,000 $39,000 

CONSTRUCTION FOR SALES P/L •ICC.265 

jGgaiii i l^gii l j E COST j2gj63gia0 •-:$7.12,750 v"?3;175,9lq 

T A N G I B L E - W E L L E Q U I P M E N T 

CASING; SIZE FEET $/FOOT 

DRIVE PIPE 20" 100.00 4,000 1,000 

CONDUCTOR PIPE 

WATER STRING 

SURFACE CASING 13-3/8" 250. 42.00 11,000 $11,000 

INTERMEDIATE CASING 8-5/8" 4,500 23.40 105,000 $105,000 

DRILLING LINER 

DRILLINGLINER 

PRODUCTION CASING OR LINER 5 1/2" 9,800 15.90 DWEA.100 156,000 $156,000 

PRODUCTION TIE-BACK •WEA.100 

TUBING 12,000 6.50 78,000 $78,000 

N/C WELL EQUIPMENT $9,000 $9,000 

WELLHEAD, TREE, CHOKES 12,000 $28,000 $40,000 

LINER HANGER, ISOLATION PACKER DWEA.125 

PACKER, NIPPLES $110,000 $110,000 

PUMPING UNIT, ENGINE $78,000 $78,000 

LIFT EQUIPMENT (BHP, Rods, Anchors) $15,000 $15,000 

T A N G I B L E - L E A S E E Q U I P M E N T 

N/C LEASE EQUIPMENT $44,000 $44,000 

TANKS, TANKS STEPS, STAIRS $21,000 $21,000 

BATTERY (Heater Treater, Separator, Gas Treating Equipment) $18,000 $18,000 

FLOW LINES (Line Pipe from wellhead to central facility) $1,000 $1,000 

OFFSHORE PRODUCTION STRUCTURE FOR FACILITIES DWEA.135 

PIPELINES TO SALES 

TIlllloS itggjMiiliBLES S132Jp00 ".$558,01)0 

P&A COSTS 60,000 (60,000) 

IjtAfrCQSTi,, $1 ilfeo 
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April 6, 2007 

Clay Allen Cureton 
6582 Vanguard Avenue 
Garden Grove, CA 92845 

Re: Oil & Gas Lease 
W/2 of Section 31 
Township 14 South, Range 38 East 
Lea County, New Mexico 

Dear Mr. Cureton: 

According to our title research, you own an undivided 2.87 net mineral acres under the 
above described lands. Enclosed is an Oil and Gas Lease for your review. The terms of this 
Lease are $100.00 per net mineral acre bonus consideration, three (3) year paid-up primary term 
and three-sixteenths (3/16) royalty. 

If the terms of this lease are acceptable, please sign the Lease in the presence of a Notary 
Public, and thereafter, return the Lease along with the completed W-9 form to the above 
letterhead address. Upon receipt, subject to approval of title, we will process the Lease and 
forward you a check in the amount of $287.00 within thirty (30) days. 

Thank you for your attention to this matter, 
not hesitate to call. 

Should you have any questions, please do 

Sincerely, 

SHAW INTERESTS 

Tim Lilley 
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OIL & GAS LEASE 
THIS AGREEMENT made this 6 ,h day of April 2007, between Clay Allen Cureton; herein dealing in her sole and separate property, as Lessor 

{whether One or more), whose address is 6582 Vanguard Avenue, Garden Grove, CA 92845, and Shaw Interests, Inc. whose address is 310 West Wall Street, 
Suite 305, Midland, TX 79701, Lessee, ' 

WITNESSETH: 

1. Lessor, 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 the Lessee herein contained, hereby grants, leases and lets exclusively unto Lessee for the purpose of investigating, exploring, prospecting, drilling, and 
operating for and producing oil and gas, injecting gas, waters, other fluids, and air into subsurface strata, laying pipelines, storing oil, 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 following described land in 
Lea County, New Mexico, to-wit: 

Township 14 South. Range 38 East 
W/2 of Sectio n 31 

Said land is estimated to comprise 320.0 acres, whether it actually comprises more or less. 

2. Subject to the other provisions herein contained, this lease shall remain in force for a term of Three (3) years from this date (called "primary term") and as long 
thereafter as oil or gas is produced from said land or from land withwhich said land is pooled. 

3. The royalties to be paid by Lessee are: (a) on oil, and other liquid hydrocarbons saved at the well, three-sixteenths (3/16) of that produced and saved from said 
land, same to be delivered at the wells or to the credit of Lessor in the pipeline to which the wells may be connected; (b) on gas, including casinghead gas or other 
gaseous substance produced from said land and used off the premises or used in the manufacture of gasoline or other products, the market value at the well of three-
sixteenths (3/16) of the gas used, provided that on gas sold on or off the premises, the royalties shall be three-sixteenths (3/16) of the amount realized from such sale; 
(c) and at any time when this lease is not validated by other provisions hereof and there is a gas and/or condensate well on said land, or land pooled therewith, but gas or 
condensate is not being so sold or used and such well is shut in, either before or after production therefrom, then on or before 90 days after said well is shut in, and 
thereafter at annual intervals, Lessee may pay or tender an advance shut-in royalty equal to $1.00 per net acre of Lessor's gas acreage then 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 it shall be considered under all clauses 
hereof that gas is being produced from the leased premises in paying quantities. Each such payment shall be paid or tendered to the party or parties who at the time of 
such payment would be entitled to receive the royalties which would be paid under this lease if the well were in fact producing. The payment or tender of royalties and 
shut-in royalties may be made by check or draft. Any timely payment or tender of shut-in royalty which is made in a bona fide attempt to make proper payment, but 
which is erroneous in whole or in part as to parties or amounts, shall nevertheless be sufficient to prevent termination of this lease in the same manner as though a 
proper payment had been made if Lessee shall correct such error within 30 days after Lessee has received written notice thereof by certified mail from the 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 of gas on or off 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 to applicable 
regulatory orders and after application of 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 off the leased premises) or transports gas off the leased premises, Lessee in computing royalty hereunder may deduct 
from such price a reasonable charge for each of such functions performed. 

4. This is a paid-up lease and Lessee shall not be obligated during the primary term hereof to commence or continue any operations of 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 to relieve Lessee of the obligation 
to pay royalties on actual production pursuant to the provisions of Paragraph 3 hereof. 

5. Lessee is hereby granted the right and power, from time to time, to pool or combine this lease, the land covered by it or any part or horizon thereof with any other 
land, leases, mineral estates or parts thereof for the production of oil or gas. Units pooled hereunder shall not exceed the standard proration unit fixed by law or by the 
Oil Conservation Division of the Energy and Minerals Department of the State of New Mexico or by any other lawful authority for the pool or area in which said land is 
situated, plus a tolerance of ten percent. Lessee shall file written unit designations in the county in which the premises are located and such units may be designated 
from time to time and either before or after the completion of wells. Drilling operations on or production from any part of any such unit shall be considered for all 
purposes, except the payment of royalty, as operations conducted upon or production from the land described in this lease. There shall be allocated to the land covered 
by this lease included in any such unit that portion of the total production of pooled minerals from wells in the unit, after deducting any used in lease or unit operations, 
which the net oil or gas acreage in the land covered by this lease included in the unit bears to the total number of surface acres in the unit. The production so allocated 
shall be considered for all purposes, including the payment or delivery of royalty, to be the entire production of pooled minerals from the portion of said land covered 
hereby and included in said unit in the same manner as though produced from said land under the terms of this lease. Any pooled unit designated by Lessee, as 
provided herein, may be dissolved by Lessee by recording an appropriate instrument in the County where the land is situated at any time after the completion of a dry 
hole or the cessation of production on said unit. 

6. If at the expiration of the primary term there is no well upon said land capable of producing oil or gas, but Lessee has commenced operations for drilling or 
reworking thereon, this lease shall remain in force so long as operations are prosecuted with no cessation of more than 60 consecutive days, whether such operations be 
on the same well or on a different or additional well or wells, and if they result in the production of oil or gas, so long thereafter as oil or gas is produced from said land. 
If, after the expiration of the primary term, all wells upon said land should become incapable of producing for any cause, this lease shall not terminate if Lessee 
commences operations for additional drilling or for reworking within 60 days thereafter. If any drilling, additional drilling, or reworking operations hereunder result in 
production, then this lease shall remain in full force so long thereafter as oil or 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 all operations hereunder, and the royalty shall be 
computed after deducting any so used. Lessee shall have the right at any time during or after the expiration of this lease to remove all property and fixtures placed by 
Lessee on said land, including the right to draw and remove all casing. When required by Lessor, Lessee will bury all pipe lines on cultivated lands below ordinary 
plow depth, and no well shall be drilled within two hundred feet (200 ft.) of any residence or barn now on said land without Lessor's consent. Lessor shall have the 
privilege, at his risk and expense, of using gas from any gas well on said land for stoves and inside lights in the principal dwelling thereon, out of any surplus gas not 
needed for operations hereunder. 

8. The rights of either party hereunder may be assigned in whole or in part and the provisions hereof shall extend to their heirs, executors, administrators, suc cessors 
and assigns; but no change in the ownership of the land or in the ownership of, or rights to receive, royalties or shut-in royalties, however accomplished shall operate to 
enlarge the obligations or diminish the rights of Lessee; and no such change or division shall be binding upon Lessee for any purpose until 30 days after Lessee has 
been furnished by certified mail at Lessee's principal place of business with acceptable instruments or certified copies thereof constituting the chain of title from the 
original Lessor. If any such change in ownership occurs through the death of the owner, Lessee may, at its option, pay or tender any royalties or shut-in royalties in the 
name of the deceased or to his estate or to his heirs, executor or administrator until such time as Lessee has been furnished with evidence satisfactory to Lessee as to the 
persons entitled to such sums. An assignment of this lease in whole or in part shall, to the extent of such assignment, relieve and discharge Lessee of any obligations 
hereunder and, if Lessee or assignee of part or parts hereof shall fail or make default in the payment of the proportionate part of royalty or shut-in royalty due from such 
Lessee or assignee or fail to comply with any of the provisions of this lease, such default shall not affect this lease insofar as it covers a part of said lands upon which 
Lessee or any assignee thereof shall properly comply or make such payments. 

9. Should Lessee be prevented from complying with any express or implied covenant of this lease, or from conducting drilling or reworking operations hereunder, or 
from producing oil or gas hereunder by reason of scarcity or inability to obtain or use equipment or material, or by operation offeree majeure, or by any Federal or state 
law or any order, rule or regulation of governmental authority, or governmental inactivity, 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 drilling or 
reworking operations or from producing oil or gas hereunder; and the time while Lessee is so prevented shall not be counted against Lessee, anything in this lease to the 
contrary notwithstanding. 



10. Lessor hereby warrants and agrees to defend the title to said land and agrees that Lessee at is option may discharge any tax, mortgage or other lien upon said land, 
and in thetevent Lessee does so it shall be subrogated to such lien with the right to enforce same and to apply royalties and shut-in royalties payable hereunder toward 
Satisfying same. Without impairment of Lessee's rights under the warranty, if this lease covers a less interest in the oil and gas in all or any part of said land than the 
entire and undivided fee simple estate (whether Lessor's interest is herein specified or not) then the royalties, shut-in royalty, and other payments, if any, accruing from 
any part as to which this lease covers less than such full interest, shall be paid only in the proportion which the interest therein, if any, covered by this lease, bears to the 
whole and undivided fee simple estate therein. Should any one or more of the parties named above as Lessors fail to execute this lease, it shall nevertheless be binding 
upon the party or parties executing the same. 

11. Lessee, its or his successors, heirs and assigns, shall have the right 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, or by placing a release thereof of record in the county in which said land is situated; thereupon Lessee 
shall be relieved from all obligations, expressed or implied, of this agreement as to acreage so surrendered, and thereafter the shut-in royalty payable hereunder shall be 
reduced in the proportion that the acreage covered hereby is reduced by said release or releases. 

Executed the day and year first above written. 

Clay Allen Cureton 

ACKNOWLEDGMENT 

STATE OF § 
§ 
§ COUNTY OF 

This instrument was acknowledged before me on the day of 2007, by Clay Allen Cureton. 

Notary Public, State of 

My Commission Expires: 
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April 18, 2007 

Dorothy Davis 
C/o D.A. Carey 
2 Rector St.-Room 910 
New York, NY 10006 

Re: Pyramid #1 
W/2 of Section 31, Township 14 South, Range 38 East 
Lea County, New Mexico 

Dear Mr. Carey: 

We are unable to locate a current address for Dorothy Davis. In conjunction with our proposal of 
April 6, 2007 to lease Dorothy's undivided mineral interest in the above described lands, please 
be advised that our client, Cimarex Energy Co., proposes to drill a horizontal Wolfcamp test at 
the following location in Section 31, Township 14 South, Range 38 East, Lea County, New 
Mexico: 

. Surface Hole Location: 2210'FSL & 430'FWL 
• Bottom Hole Location: 330'FSL & 430'FWL 

Enclosed is a detailed AFE reflecting estimated well costs. 

If you wish to participate and pay your proportionate share of well costs, please execute the AFE 
and return to the undersigned as soon as possible. Otherwise^ in lieu of being subject to a 
compulsory pooling, you have the option to lease your minerals at the terms previously proposed 
being: 

• $100/Acre, 1/5 Royalty, 3 years 

Please do not hesitate to contact us with any questions. We look forward to your response. 

Sincerely, 

SHAW INTERESTS 

Maner B. Shaw 
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\ AUTHORIZATION FOR EXPENDITURE 

COMPANY ENTITY 

Cimarex Energy Co. 
DATE PREPARED 

March 8, 2007 
j REGION 

Permian 

WELL NAME 

Pyramid 

WELL NO 

1 

PROSPECT OR FIELD NAME 

Star-Denton 

PROPERTY NUMBER DRILLING AFE NO. 

LOCATION SHL 2210' FSL & 430' FWL 

BHL 330' FSL & 430' FWL 
Sec31,T14S, R38E 

COUNTY 

Lea 

STATE 

New Mexico 

TYPE WELL 

OIL X EXPL X 

GAS PROD 

ORIGINAL ESTIMATE X 

REVISED ESTIMATE 

SUPPLEMENTAL ESTIMATE 

EST. START DATE EST. COMP. DATE FORMATION EST. TD 

9800 TVD 
11600' MD 

PROJECT DESCRIPTION: 
Drill and complete a horizontal wolfcamp well. 

INTANGIBLES 

Intangible Drilling Costs 
Intangible Completion Costs 
TOTAL INTANGIBLE COSTS 

TANGIBLES 
Well Equipment 
Lease Equipment 
TOTAL TANGIBLE WELL COST 

PLUG AND ABANDON COST 

TOTAL WELL COST: 

DRY HOLE 
COST 

$2,463,180 

2,463,180 

132,000 

132,000 

60,000 

$2,655,180 

AFTER 
CASING POINT 

712,750 
712,750 

474,000 
84,000 

558,000 

(60,000) 

$1,210,750 

COMPLETED 
WELL COST 

$2,463,180 
712,750 

Comments on Well Costs: 
1'. All tubulars, well or lease equipment is priced by COPAS and CEPS guidelines using the Historic Price Multiplier. 

3,175,930 

606,000 
84,000 

690,000 

$3,865,930 

WELL CONTROL INSURANCE: 

Unless otherwise indicated below, you, as a non-operating working interest owner, agree to be covered by Operator's well control 
insurance procured by Operator so long as Operator conducts operations hereunder and to pay your prorated share of the premiums 
therefore. If you elect to purchase your own well control insurance, you must provide a certificate of such insurance acceptable to 
Operator, as to form and limits, at the time this AFE is returned, if available, but in no event later than commencement of drilling 
operations. You agree that failure to provide the certificate of insurance, as provided herein, will result in your being covered by 
insurance procured by Operator. 

I elect to purchase my own well control insurance policy. 

Well control insurance procured by Operator, provides, among other terms, for $20,000,000 (100% W.I.) of Combined Single Limit 
coverage for well control and related redrilling and clean-up/pollution expense covering drilling (through completion) with a 
$1,000,000 (100% W.I.) deductible. 

Comments on AFE 

The above costs are estimates only and anticipate trouble free operations without any foreseeable change in plans. The actual costs 
may exceed the estimated costs without affecting the authorization for expenditure herein granted. By approval of this AFE, the 
working interest owner agrees to pay its proportionate share of actual legal, curative, regulatory and well costs under term of the joint 
operating agreement, regulatory order or other applicable agreement covering this well. 

((VALUE! 

CIMAREX ENERGY CO. APPROVAL 
PREPARED BY 

Mark Audas, Sr. Drilling/Completion Engineer 
Permian Basin 

DRILLING AND COMPLETION MANAGER 

Doug Park, Mgr Drilling/Completion Operations 
Offshore and Permian Regions 

REGIONAL MANAGER 

Roger Alexander, Regional Manager 
Permian Basin 

JOINT INTEREST APPROVAL 
COMPANY BY DATE 

4/16/2007 11:51 AM 



PROJECT COST ESTIMATE 

LEASE NAME: Pyramid WELL NO.: 

I N T A N G I B L E S 

D R Y H O L E 

C O S T 

A F T E R C A S I N G 

Codes POINT 

C O M P L E T E D 

W E L L C O S T 

ROADS & LOCATION PREPARATION / RESTORATION $100,000 DICC.100 $8,000 $108,000 

DAMAGES DIDC.105 $4,000 DICC.105 $1,000 $5,000 

MUD/FLUIDS DISPOSAL CHARGES $20,000 $20,000 $40,000 

DAY RATE 46 DH DAYS 5 ACP DAYS ( 17430 PER DAY •IDC.115 $801,780 DICC.120 $87,150 $888,930 

MISC PREPARATION COST (mouse hole, rat hole, pads, pile clusters, misc.) DIDC.120 $8,000 $8,000 

BITS $100,000 DICC.125 $1,000 $101,000 

FUEL $2.20 PER GALLON •IDC.135 $111,000 $11,000 $122,000 

WATER / COMPLETION FLUIDS DIDC.140 $32,200 $25,000. 

^ W W W N 
$57,200 

MUD & ADDITIVES DIDC.145 $64,400 $64,400 

SURFACE RENTALS $69,000 $45,000 $114,000 

DOWNHOLE RENTALS $144,000 $10,000 $154,000 

FORMATION EVALUATION (DST, Coring including evaluation, G&G SERVICES) DIDC.160 

MUD LOGGING 37 DAYS $900 PER DAY $47,000 $47,000 

OPEN HOLE LOGGING $65,000 $65,000 

CEMENTING & FLOAT EQUIPMENT $50,000 $40,000 $90,000 

TUBULAR INSPECTIONS $5,000 $2,500 $7,500 

CASING CREWS DIDC.195 $12,000 DICC.165 $15,000 $27,000 

EXTRA LABOR/WELDING, ETC. $27,600 $5,000 $32,600 

LAND TRANSPORTATION (Trucking) DIDC.205 $32,200 $7,000 $39,200 
SUPERVISION DIOC.210 $51,000 $18,000 $69,000 
TRAILER HOUSE/CAMP/CATERING $17,000 $2,500 $19,500 

OTHER MISC EXPENSES $5,000 DICC.190 $5,000 $10,000 

OVERHEAD $14,000 DICC.195 $4,200 $18,200 

REMEDIAL CEMENTING DICC.215 

MOB/DEMOB DIDC.240 $150,000 $150,000 

DIRECTIONAL DRILLING SERVICES 22 DAYS 9500 PER DAY $209,000 $209,000 

DOCK, DISPATCHER, CRANE 

MARINE & AIR TRANSPORTATION 

SOLIDS CONTROL $166,000 $166,000 

WELL CONTROL EQUIP (Snubbing services) $28,000 $16,800 $44,800 

FISHING & SIDETRACK OPERATIONS 

COMPLETION RIG 14 DAYS ( 4400 PER DAY $61,600 $61,600 

COIL TUBING DAYS @ PER DAY 

COMPLETION LOGGING, PERFORATING, WL UNITS, WL SURVEYS $35,000 $35,000 

STIMULATION $220,000 $220,000 

LEGAL/REGULATORY/CURATIVE $10,000 DICC.280 $10,000 

WELL CONTROL INSURANCE ).35 PER FOOT $3,000 $3,000 

CONTINGENCY 5% OF DRILLING INTANGIBLES $117,000 $32,000 $149,000 

CONSTRUCTION FOR WELL EQUIPMENT $1,000 $1,000 

CONSTRUCTION FOR LEASE EQUIPMENT DLEQ.110 $39,000 $39,000 

CONSTRUCTION FOR SALES P/L 

^IglSIIiHilllfl COST • $2,463,1180 '37.1Z,7S0 :,$3;17^930 

T A N G I B L E - W E L L E Q U I P M E N T 

CASING '• SIZE FEET $/FOOT 

DRIVE PIPE 20" 40 100.00 4,000 $4,000 

CONDUCTOR PIPE 

WATER STRING 

SURFACE CASING 13-3/8" 250 42.00 11,000 $11,000 

INTERMEDIATE CASING 8-5/8" 4,500 23.40 105,000 $105,000 

DRlLLING :.LINER 

DRILLING;LINER 

PRODUCTION CASING OR LINER 5 1/2" 9,800 15.90 DWEA.100 156,000 $156,000 

PRODUCTION TIE-BACK DWEA.100 

TUBING 2'7/8" 12;100 6.50 78,000 $78,000 

N/C WELL EQUIPMENT DWEA.115 $9,000 $9,000 

WELLHEAD, TREE, CHOKES 12,000 $28,000 $40,000 

LINER HANGER, ISOLATION PACKER DWEA.125 

PACKER, NIPPLES DWEA.130 $110,000 $110,000 

PUMPING UNIT, ENGINE $78,000 $78,000 

LIFT EQUIPMENT (BHP, Rods, Anchors) DLEQ.105 $15,000 $15,000 

T A N G I B L E - L E A S E E Q U I P M E N T 

N/C LEASE EQUIPMENT DLEQ.115 $44,000 $44,000 

TANKS, TANKS STEPS, STAIRS DLEQ.120 $21,000 $21,000 

BATTERY (Heater Treater, Separator, Gas Treating Equipment) $18,000 $18,000 

FLOW LINES (Line Pipe from wellhead to central facility) DLEQ.130 $1,000 $1,000 

OFFSHORE PRODUCTION STRUCTURE FOR FACILITIES DWEA.135 

PIPELINES TO SALES DWEA.140 

f iQjif l i i lNGjBLES $Ig8?S6'Q "32.000 $6.9O';00O 

P&A COSTS 60,000 (60,000) 

, ' $2 65ggl0 S1,-21.0,750 
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April 6, 2007 

D.A. Carey 
2 Rector St.- Room 910 
New York, NY 10006 

Re: Oil & Gas Lease 
W/2 of Section 31 
Township 14 South, Range 38 East 
Lots 3, 4, S/2NW/4, N/2SW/4, 
SW/4NE/4 and NW/4SE/4 of Section 6 
Township 15 South, Range 38 East 
Lea County, New Mexico 

Dear Mr. Carey: 

According to our title research, Dorothy Davis owns an undivided 1.00025 net mineral 
acres under the above described lands. Enclosed is an Oil and Gas Lease for your review. The 
terms of this Lease are a $100.00 per net mineral acre bonus consideration, three (3) year paid-up 
primary term and three-sixteenths (3/16) royalty. 

If these terms are acceptable, please sign the lease in the presence of a Notary Public, and 
thereafter, return the lease along with the completed W-9 form to the above letterhead address. 
Upon receipt, subject to approval of title, we will process the Lease and forward you a check in 
the amount of $100.03 within thirty (30) days. 

Thank you for your attention to this matter. Should you have any questions, please do 
not hesitate to call. 

Tim Lilley 

SHAW INTERESTS 

Sincerely, 



•10.' Lessor hereby warrants and agrees to defend the title to said land and agrees that Lessee at is option may discharge any tax, mortgage or other lien upon said land, 
and in the event Lessee does so it shall be subrogated to such lien with the right to enforce same and to apply royalties and shut-in royalties payable hereunder toward 
satisfying same. Without impairment of Lessee's rights under the warranty, if this lease covers a less interest in the oil and gas in all or any part of said land than the 
entire and undivided fee simple estate (whether Lessor's interest is herein specified or not) then the royalties, shut-in royalty, and other payments, if any, accruing from 
any part as to which this lease covers less than such foil interest, shall be paid .only in the proportion which the interest therein, if any, covered by this lease, bears to the 
whole and undivided fee simple estate therein. Should any one or more of the parties named above as Lessors fail to execute this lease, it shall nevertheless be binding 
upon the party or parties executing the same. 

11. Lessee, its or his successors, heirs and assigns, shall have the right 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, or by placing a release thereof of record in the county in which said land is situated; thereupon Lessee 
shall be relieved from all obligations, expressed or implied, of this agreement as to acreage so surrendered, and thereafter the shut-in royalty payable hereunder shall be 
reduced in the proportion that the acreage covered hereby is reduced by said release or releases. 

Executed the day and year first above written. 

Dorothy Davis 

ACKNOWLEDGMENT 

STATE OF NEW YORK § 
§ 
§ COUNTY OF 

This instrument was acknowledged before me on the day of ., 2007, by Dorothy Davis. 

Notary Public, State of New York 

My Commission Expires: 
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April 18, 2007 

. Stewart Mott Davis 
C/oD. A. Carey 
2 Rector St.-Room 910 
New York, NY 10006 

Re: Pyramid #1 
W/2 of Section 31, Township 14 South, Range 38 East 
Lea County, New Mexico 

Dear Mr. Carey: 

We are unable to locate a current address for Stewart Mott Davis. In conjunction with our 
proposal of April 6, 2007 to lease Stewart's undivided mineral interest in the above described 
lands, please be advised that our client, Cimarex Energy Co., proposes to drill a horizontal 
Wolfcamp test at the following location in Section 31, Township 14 South, Range 38 East, Lea 
County, New Mexico: 

. Surface Hole Location: 2210' FSL & 430' FWL 
• Bottom Hole Location: 330'FSL & 430'FWL 

Enclosed is a detailed AFE reflecting estimated well costs. 

If you wish to participate and pay your proportionate share of well costs, please execute the AFE 
and return to the undersigned as soon as possible. Otherwise, in lieu of being- subject to a 
compulsory pooling, you have the option to lease your minerals at the terms previously proposed 
being: 

$100/Acre, 1/5 Royalty, 3 years 

Please do not hesitate to contact us with any questions. We look forward to your response. 

Sincerely, 

SHAW INTERESTS 

Maner B. Shaw 
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AUTHORIZATION FOR EXPENDITURE 

COMPANY ENTITY 

Cimarex Energy Co. 
DATE PREPARED 

March 8, 2007 
! REGION 

Permian 

WELL NAME 

Pyramid 

WELL NO 

1 

PROSPECT OR FIELD NAME 

Star-Denton 

PROPERTY NUMBER DRILLING AFE NO. 

LOCATION SHL 2210' FSL & 430' FWL 

BHL 330' FSL & 430' FWL 
Sec 31.T14S, R38E 

COUNTY 

Lea 

STATE 

New Mexico 

TYPE WELL 

OIL X EXPL X 

GAS PROD 

ORIGINAL ESTIMATE X 

REVISED ESTIMATE 

SUPPLEMENTAL ESTIMATE 

EST. START DATE EST. COMP. DATE FORMATION EST. TD 

9800 TVD 
11600" MD 

PROJECT DESCRIPTION: 
Drill and complete a horizontal wolfcamp well. 

DRY HOLE AFTER COMPLETED 
INTANGIBLES COST CASING POINT WELL COST 

Intangible Drilling Costs $2,463,180 $2,463,180 
Intangible Completion Costs 712,750 712,750 
TOTAL INTANGIBLE COSTS 2,463,180 712,750 3,175,930 

TANGIBLES 
Well Equipment 
Lease Equipment 
TOTAL TANGIBLE WELL COST 

PLUG AND ABANDON COST 

TOTAL WELL COST: 

Comments on Well Costs: 
1. All tubulars, well or lease equipment is priced by COPAS and CEPS guidelines using the Historic Price Multiplier. 

132,000 474,000 
84,000 

132,000 558,000 

60,000 (60,000) 

$2,655,180 $1,210,750 

606,000 
84,000 

690,000 

$3,865,930 

WELL CONTROL INSURANCE: 

Unless otherwise indicated below, you, as a non-operating working interest owner, agree to be covered by Operator's well control 
insurance procured by Operator so long as Operator conducts operations hereunder and to pay your prorated share of the premiums 
therefore. If you elect to purchase your own well control insurance, you must provide a certificate of such insurance acceptable to 
Operator, as to form and limits, at the time this AFE is returned, if available, but in no event later than commencement of drilling 
operations. You agree that failure to provide the certificate of insurance, as provided herein, will result in your being covered by 
insurance procured by Operator. 

I elect to purchase my own well control insurance policy. 

Well control insurance procured by Operator, provides, among other terms, for $20,000,000 (100% W.I.) of Combined Single Limit 
coverage for well control and related redrilling and clean-up/pollution expense covering drilling (through completion) with a 
$1,000,000 (100% W.I.) deductible. 

Comments on AFE 

The above costs are estimates only and anticipate trouble free operations without any foreseeable change in plans. The actual costs 
may exceed the estimated costs without affecting the authorization for expenditure herein granted. By approval of this AFE, the 
working interest owner agrees to pay its proportionate share of actual legal, curative, regulatory and well costs under term of the joint 
operating agreement, regulatory order or other applicable agreement covering this well. 

WALUEI 

CIMAREX ENERGY CO. APPROVAL 
PREPARED BY 

Mark Audas, Sr. Drilling/Completion Engineer 
Permian Basin 

DRILLING AND COMPLETION MANAGER 

Doug Park, Mgr Drilling/Completion Operations 
Offshore and Permian Regions 

REGIONAL MANAGER 

Roger Alexander, Regional Manager 
Permian Basin 

JOINT INTEREST APPROVAL 
COMPANY BY DATE 

4/16/2007 11:51 AM 



PROJECT COST ESTIMATE 

LEASE,NAME: Pyramid WELL NO.: 

I N T A N G I B L E S 

D R Y H O L E 

C O S T 

A F T E R C A S I N G 

POINT 

C O M P L E T E D 

W E L L C O S T 

ROADS & LOCATION PREPARATION / RESTORATION DIDC.100 $100,000 i.OOO $108,000 

DAMAGES $4,000 $1,000 $5,000 

MUD/FLUIDS DISPOSAL CHARGES $20,000 $20,000 $40,000 

DAY RATE 46 DH DAYS 5 ACP DAYS ( 17430 PER DAY $801,780 $87,150 S.930 

MISC PREPARATION COST (mouse hole, rat hole, pads, pile clusters, misc.) i,000 $8,000 

BITS $100,000 $1,000 $101,000 

FUEL $2.20 PER GALLON $111,000 $11,000 $122,000 

WATER / COMPLETION FLUIDS $32,200 $25,000 $57,200 

MUD & ADDITIVES $64,400 $64,400 

SURFACE RENTALS DIDC.150 $69,000 $45,000 $114,000 

DOWNHOLE RENTALS DIDC.155 $144,000 $10,000 $154,000 

FORMATION EVALUATION (DST, Coring including evaluation, G&G SERVICES) •IDC.160 

MUD LOGGING 37 DAYS @ . $900 PER DAY $47,000 $47,000 

OPEN HOLE LOGGING $65,000 $65,000 

CEMENTING & FLOAT EQUIPMENT $50,000 $40,000 $90,000 

TUBULAR INSPECTIONS $5,000 DICC.160 $2,500 $7,500 

CASING CREWS $12,000 $15,000 $27,000 

EXTRA LABOR, WELDING, ETC. $27,600 $5,000 $32,600 

LAND TRANSPORTATION (Trucking) DIDC.205 $32,200 DICC. 175 $7,000 $39,200 

SUPERVISION DIDC.210 $51,000 DICC.180 $18,000 ),000 

TRAILER HOUSE/CAMP/CATERING $17,000 $2,500 $19,500 

OTHER MISC EXPENSES $5,000 $5,000 $10,000 

OVERHEAD DIDC.225 $14,000 DICC.195 $4,200 $18,200 

REMEDIAL CEMENTING 

MOB/DEMOB $150,000 $150,000 

DIRECTIONAL DRILLING SERVICES 22 DAYS 9500 PER DAY $209,000 $209,000 
DOCK, DISPATCHER, CRANE 

MARINE & AIR TRANSPORTATION 

SOLIDS CONTROL $166,000 $166,000 

WELL CONTROL EQUIP.(Snubbing services) !,000 $16,800 $44,800 

FISHING & SIDETRACK OPERATIONS 

COMPLETION RIG 14 DAYS( 4400 PER DAY $61,600 1,600 
COIL TUBING DAYS ( PER DAY 

COMPLETION LOGGING, PERFORATING, WL UNITS, WL SURVEYS $35,000 $35,000 

STIMULATION $220,000 $220,000 

LEGAL/REGULATORY/CURATIVE $10,000 $10,000 

WELL CONTROL INSURANCE ).35 PER FOOT $3,000 $3,000 

CONTINGENCY 5% OF DRILLING INTANGIBLES $117,000 $32,000 $149,000 

CONSTRUCTION FOR WELL EQUIPMENT $1,000 ,000 

CONSTRUCTION FOR LEASE EQUIPMENT DLEQ.110 $39,000 $39,000 

CONSTRUCTION FOR SALES P/L 

$2,363180 ,,$712,750 ?"»$3t17ff930 

TANGIBLE - WELL EQUIPMENT 
CASING: SIZE FEET $/FOOT 

DRIVE PIPE 20" 40 100.00 4,000 $4,000 

CONDUCTOR PIPE DWEB.130 

WATER STRING 

SURFACE CASING 13-3/8" 11,000 $11,000 

INTERMEDIATE CASING 8-5/8" 1,500 105,000 $105,000 

DRILLINGLINER DWEB.145 

DRILLING:LINER 

PRODUCTION CASING OR LINER 5 1/2" 9,800 15.90 156,000 $156,000 

PRODUCTION TIE-BACK 

TUBING 2 7/8" 12,000 6.50 78,000 $78,000 

N/C WELL EQUIPMENT $9,000 !,000 

WELLHEAD, TREE, CHOKES 12,000 $28,000 $40,000 
LINER HANGER, ISOLATION PACKER 

PACKER, NIPPLES $110,000 110,000 

PUMPINGiUNIT, ENGINE $78,000 $78,000 

LIFT EQUIPMENT (BHP, Rods, Anchors) $15,000 $15,000 

T A N G I B L E - L E A S E E Q U I P M E N T 

N/C LEASE EQUIPMENT $44,000 $44,000 

TANKS, TANKS STEPS, STAIRS $21,000 $21,000 

BATTERY (Heater Treater, Separator, Gas Treating Equipment) $18,000 $18,000 

FLOW LINES (Line Pipe from wellhead to central facility) $1,000 f 1,000 

OFFSHORE PRODUCTION STRUCTURE FOR FACILITIES 

PIPELINES TO SALES 

$132;p00 mm $558j000 

P&A COSTS 60,000 DICC.275 (60,000) 

$2,655,180 :'-$i;210,75Q :Vlfe$3,865j930 
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April 6, 2007 

Stewart Mott Davis 
C/oD. A. Carey 
2 Rector St.-Room 910 
New York, NY 10006 

Re: Oil & Gas Lease 
W/2 of Section 31 
Township 14 South, Range 38 East 
Lots 3, 4, S/2NW/4, N/2SW/4, 
SW/4NE/4 and NW/4SE/4 of Section 6 
Township 15 South, Range 38 East 
Lea County, New Mexico 

Dear Mr. Carey: 

According to our title research, Stewart Mott Davis owns an undivided 1.00025 net 
mineral acres under the above described lands. Enclosed is an Oil and Gas Lease for your 
review. The terms of this Lease are a $100.00 per net mineral acre bonus consideration, three (3) 
year paid-up primary term and three-sixteenths (3/16) royalty. 

If these terms are acceptable, please have him sign the lease in the presence of a Notary 
Public, and thereafter, return the lease along with the completed W-9 form to the above 
letterhead address. Upon receipt, subject to approval of title, we will process the Lease and 
forward you a check in the amount of $100.03 within thirty (30) days. 

Thank you for your attention to this matter. Should you have any questions, please do 
not hesitate to call. 

Sincerely, 

SHAW INTERESTS 

Tim Lilley 
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OIL & GAS LEASE 
THIS AGREEMENT made this 6 , b day of April, 2007, between Stewart Mott Davis, herein dealing in his sole and separate, as Lessor (whether one 

or more), C/o D. A. Carey, whose address is 2 Rector St. - Room 910, New York, NY 10006, and Shaw Interests, Inc. whose address is P.O. Box 9612, 
Midland, Texas 79708, Lessee, 

WITNESSETH: 

1. Lessor, 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 the Lessee herein contained, hereby grants, leases and lets exclusively unto Lessee for the purpose of investigating, exploring, prospecting, drilling, and 
operating for and producing oil and gas, injecting gas, waters, other fluids, and air into subsurface strata, laying pipelines, storing oil, 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 following described land in 
Lea County, New Mexico, to-wit: 

Township 14 South. Range 38 East 
W/2 of Section 31 

Township 15 South, Range 38 East 
Lots 3, 4, S/2NW/4, N/2SW/4, SW/4NE/4 and NW/4SE/4 of Section 6 

Said land is estimated to comprise 640.15998 acres, whether it actually comprises more or less. 

2. Subject to the other provisions herein contained, this lease shall remain in force for a term of Three (3) years from this date (called "primary term") and as long 
thereafter as oil or gas is produced from said land or from land with which said land is pooled. 

3. The royalties to be paid by Lessee are: (a) on oil, and other liquid hydrocarbons saved at the well, three-sjxteenths (3/16) of that produced and saved from said 
land, same to be delivered at the wells or to the credit of Lessor in the pipeline to which the wells may be connected; (b) on gas, including casinghead gas or other 
gaseous substance produced from said land and used off the premises or used in the manufacture of gasoline or other products, the market value at the well of three-
sixteenths (3/16) of the gas used, provided that on gas sold on or off the premises, the royalties shall be three-sixteenths (3/16) of the amount realized from such sale; 
(c) and at any time when this lease is not validated by other provisions hereof and there is a gas and/or condensate well on said land, or land pooled therewith, but gas or 
condensate is not being so sold or used and such well is shut in, either before or after production therefrom, then on or before 90 days after said well is shut in, and 
thereafter at annual intervals, Lessee may pay or tender an advance shut-in royalty equal to $1.00 per net acre of Lessor's gas acreage then 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 it shall be considered under all clauses 
hereof that gas is being produced from the leased premises in paying quantities. Each such payment shall be paid or tendered to the party or parties who at the time of 
such payment would be entitled to receive the royalties which would be paid under this lease if the well were in fact producing. The payment or tender of royalties and 
shut-in royalties may be made by check or draft. Any timely payment or tender of shut-in royalty which is made in a bona fide attempt to make proper payment, but 
which is erroneous in whole or in part as to parties or amounts, shall nevertheless be sufficient to prevent termination of this lease in the same manner as though a 
proper payment had been made if Lessee shall correct such error within 30 days after Lessee has received written notice thereof by certified mail from the 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 of gas on or off 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 to applicable 
regulatory orders and after application of 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 off the leased premises) or transports gas off the leased premises, Lessee in computing royalty hereunder may deduct 
from such price a reasonable charge for each of such functions performed. 

4. This is a paid-up lease and Lessee shall not be obligated during the primary term hereof to commence or continue any operations of 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 to relieve Lessee of the obligation 
to pay royalties on actual production pursuant to the provisions of Paragraph 3 hereof. 

5. Lessee is hereby granted the right and power, from time to time, to pool or combine this lease, the land covered by it or any part or horizon thereof with any other 
land, leases, mineral estates or parts thereof for the production of oil or gas. Units pooled hereunder shall not exceed the standard proration unit fixed by law or by the 
Oil Conservation Division of the Energy and Minerals Department of the State of New Mexico or by any other lawful authority for the pool or area in.which said land is 
situated, plus a tolerance of ten percent. Lessee shall file written unit designations in the county in which the premises are located and such units may be designated 
from time to time and either before or after the completion of wells. Drilling operations on or production from any part of any such unit shall be considered for all 
purposes, except the payment of royalty, as operations conducted upon or production from the land described in this lease. There shall be allocated to the land covered 
by this lease included in any such unit that portion of the total production of pooled minerals from wells in the unit, after deducting any used in lease or unit operations, 
which the net oil or gas acreage in the land covered by this lease included in the unit bears to the total number of surface acres in the unit. The production so allocated 
shall be considered for all purposes, including the payment or delivery of royalty, to be the entire production of pooled minerals from the portion of said land covered 
hereby and included in said unit in the same manner as though produced from said land under the terms of this lease. Any pooled unit designated by Lessee, as 
provided herein, may be dissolved by Lessee by recording an appropriate instrument in the County where the land is situated at any time after the completion of a dry 
hole or the cessation of production on said unit. 

6. I f at the expiration of the primary term there is no well 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 so long as operations are prosecuted with no cessation of more than 60 consecutive days, whether such operations be 
on the same well or on a different or additional well or wells, and if they result in the production of oil or gas, so long thereafter as oil or gas is produced from said land. 
If, after the expiration of the primary term, all wells upon said land should become incapable of producing for any cause, this lease shall not terminate i f Lessee 
commences operations for additional drilling or for reworking within 60 days thereafter. If any drilling, additional drilling, or reworking operations hereunder result in 
production, then this lease shall remain in full force so long thereafter as oil or 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 all operations hereunder, and the royalty shall be 
computed after deducting any so used. Lessee shall have the right at any time during or after the expiration of this lease to remove all property and fixtures placed by 
Lessee on said land, including the right to draw and remove all casing. When required by Lessor, Lessee will bury all pipe lines on cultivated lands below ordinary 
plow depth, and no well shall be drilled within two hundred feet (200 ft.) of any residence or barn now on said land without Lessor's consent. Lessor shall have the 
privilege, at his risk and expense, of using gas from any gas well on said land for stoves and inside lights in the principal dwelling thereon, out of any surplus gas not 
needed for operations hereunder. 

8. The rights of either party hereunder may be assigned in whole or in part and the provisions hereof shall .extend to their heirs, executors, administrators, successors 
and assigns; but no change in the ownership of the land or in the ownership of, or rights to receive, royalties or shut-in royalties, however accomplished shall operate to 
enlarge the obligations or diminish the rights of Lessee; and no such change or division shall be binding upon Lessee for any purpose until 30 days after Lessee has 
been furnished by certified mail at Lessee's principal place of business with acceptable instruments or certified copies thereof constituting the chain of title from the 
original Lessor. If any such change in ownership occurs through the death of the owner, Lessee may, at its option, pay or tender any royalties or shut-in royalties in the 
name of the deceased or to his estate or to his heirs, executor or administrator until such time as Lessee has been furnished with evidence satisfactory to Lessee as to the 
persons entitled to such sums. An assignment of this lease in whole or in part shall, to the extent of such assignment, relieve and discharge Lessee of any obligations 
hereunder and, if Lessee or assignee of part or parts hereof shall fail or make default in the payment of the proportionate part of royalty or shut-in royalty due from such 
Lessee or assignee or fail to comply with any of the provisions of this lease, such default shall not affect this lease insofar as it covers a part of said lands upon which 
Lessee or any assignee thereof shall properly comply or make such payments. 

9. Should Lessee be prevented from complying with any express or implied covenant of this lease, or from conducting drilling or reworking operations hereunder, or 
from producing oil or gas hereunder by reason of scarcity or inability to obtain or use equipment or material, or by operation of force majeure, or by any Federal or state 
law or any order, rule or regulation of governmental authority, or governmental inactivity, 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 drilling or 
reworking operations or from producing oil or gas hereunder; and the time while Lessee is so prevented shall not be counted against Lessee, anything in this lease to the 
contrary notwithstanding. 



10. Lessor hereby warrants and agrees to defend the title to said land and agrees that Lessee at is option may discharge any tax, mortgage or other lien upon said land, 
and in the event Lessee does so it shall be subrogated to such lien with the right to enforce same and to apply royalties and shut-in royalties payable hereunder toward 
satisfying same. Without impairment of Lessee's rights under the warranty, if this lease covers a less interest in the oil and gas in all or any part of said land than the 
entire and undivided fee simple estate (whether Lessor's interest is herein specified or not) then the royalties, shut-in royalty, and other payments, if any, accruing from 
any part as to which this lease covers less than such full interest, shall be paid only in the proportion which the interest therein, if any, covered by this lease, bear s to the 
whole and undivided fee simple estate therein. Should any one or more of the parties named above as Lessors fail to execute this lease, it shall nevertheless be binding 
upon the party or parties executing the same. 

11. Lessee, its or his successors, heirs and assigns, shall have the right 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, or by placing a release thereof of record in the county in which said land is situated; thereupon Lessee 
shall be relieved from all obligations, expressed or implied, of this agreement as to acreage so surrendered, and thereafter the shut-in royalty payable hereunder shall be 
reduced in the proportion that the acreage covered hereby is reduced by said release or releases. 

Executed the day and year first above written. 

Stewart Mott Davis 

ACKNOWLEDGMENT 

STATE OF NEW YORK § 
§ 
§ COUNTY OF 

This instrument was acknowledged before me on the day of 2007, by Stewart Mott Davis. 

Notary Public, State of New York 

My Commission Expires: 
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April 11,2007 

Jean and Orville Morris 
655 Plum Avenue 
Wyandotte, MI 48192 

Re: Oil & Gas Lease 
W/2 of Section 31 
Township 14 South, Range 38 East 
Lots 3, 4, S/2NW/4, N/2SW/4, 
SW/4NE/4 and NW/4SE/4 of Section 6 
Township 15 South, Range 38 East 
Lea County, New Mexico 

Dear Jean and Orville: 

According to our title research you own an undivided .9092726 net mineral acres under 
the above described lands. Enclosed is an Oil and Gas Lease for your review. The terms of this 
lease are a $100.00 flat fee bonus consideration, three (3) year paid-up primary term and one-
fifth (1/5) royalty. 

If these terms are acceptable, please sign the lease in the presence of a Notary Public, and 
thereafter, return the lease along with the completed W-9 form to the above letterhead address. 
Upon receipt, subject to approval of title, we will process the Lease and forward you a check in 
the amount of $100.00 within thirty (30) days. 

Thank you for your attention to this matter. Should you have any questions, please do 
not hesitate to call. 

Sincerely, 

SHAW INTERESTS 

Tim Lilley 
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April 17, 2007 

Jean and Orville Morris 
655 Plum Avenue 
Wyandotte, MI 48192 

Re: Pyramid #1 
W/2 of Section 31, Township 14 South, Range 38 East 
Lea County, New Mexico 

Dear Jean & Orville: 

In conjunction with our proposal of April 11, 2007 to lease your undivided mineral interest in the 
above described lands, please be advised that our client, Cimarex Energy Co., proposes to drill a 
horizontal Wolfcamp test at the following location in Section 31, Township 14 South, Range 38 
East, Lea County, New Mexico: 

• Surface Hole Location: 
• Bottom Hole Location: 

2210' FSL & 430' FWL 
330'FSL & 430'FWL 

Enclosed is a detailed AFE reflecting estimated well costs. 

If you wish to participate and pay your proportionate share of well costs, please execute the AFE 
and return to the undersigned as soon as possible. Otherwise, in lieu of being subject to a 
compulsory pooling, you have the option to lease your minerals at the terms previously proposed 
being: 

• $100/Acre, 1/5 Royalty, 3 years 

Please do not hesitate to contact us with any questions. We look forward to your response. 

Sincerely, 

SHAW INTERESTS 

U.S. Postal Service 
• CERTIFIED MAIL RECEIPT 

(Domestic Mail Only; No Insurance Coverage Provided) 

Maner B. Shaw 
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AUTHORIZATION FOR EXPENDITURE 

COMPANY ENTITY 

Cimarex Energy Co. 
DATE PREPARED 

March 8, 2007 
' REGION 

Permian 

WELL NAME 

Pyramid 

WELL NO 

1 

PROSPECT OR FIELD NAME 

Star-Denton 

PROPERTY NUMBER DRILLING AFE NO. 

LOCATION SHL 2210' FSL & 430' FWL 

BHL 330' FSL & 430' FWL 
Sec31,T14S, R38E 

COUNTY 

Lea 

STATE 

New Mexico 

TYPE WELL 

OIL X EXPL X 

GAS PROD 

ORIGINAL ESTIMATE X 

REVISED ESTIMATE 

SUPPLEMENTAL ESTIMATE 

EST. START DATE EST. COMP. DATE FORMATION EST. TD 

9800 TVD 
11600' MD 

PROJECT DESCRIPTION: 
Drill and complete a horizontal wolfcamp well. 

INTANGIBLES 

Intangible Drilling Costs 
Intangible Completion Costs 
TOTAL INTANGIBLE COSTS 

TANGIBLES 
Well Equipment 
Lease Equipment 
TOTAL TANGIBLE WELL COST 

PLUG AND ABANDON COST 

TOTAL WELL COST: 

DRY HOLE 
COST 

$2,463,180 

2,463,180 

132,000 

132,000 

60,000 

$2,655,180 

AFTER 
CASING POINT 

712,750 
712,750 

474,000 
84,000 

558,000 

(60,000) 

$1,210,750 

COMPLETED 
WELL COST 

$2,463,180 
712,750 

Comments on Well Costs: 
L All tubulars, well or lease equipment is priced by COPAS and CEPS guidelines using the Historic Price Multiplier. 

3,175,930 

606,000 
84,000 

690,000 

$3,865,930 

WELL CONTROL INSURANCE: 

Unless otherwise indicated below, you, as a non-operating working interest owner, agree to be covered by Operator's well control 
insurance procured by Operator so long as Operator conducts operations hereunder and to pay your prorated share of the premiums 
therefore. If you elect to purchase your own well control insurance, you must provide a certificate of such insurance acceptable to 
Operator, as to form and limits, at the time this AFE is returned, if available, but in no event later than commencement of drilling 
operations. You agree that failure to provide the certificate of insurance, as provided herein, will result in your being covered by 
insurance procured by Operator. 

• I elect to purchase my own well control insurance policy. 

Well control insurance procured by Operator, provides, among other terms, for $20,000,000 (100% W.I.) of Combined Single Limit 
coverage for well control and related redrilling and clean-up/pollution expense covering drilling (through completion) with a 
$1,000,000 (100% W.I.) deductible. 

Comments on AFE 

The above costs are estimates only and anticipate trouble free operations without any foreseeable change in plans. The actual costs 
may exceed the estimated costs without affecting the authorization for expenditure herein granted. By approval of this AFE, the 
working interest owner agrees to pay its proportionate share of actual legal, curative, regulatory and-well costs under term of the joint 
operating agreement, regulatory order or other applicable agreement covering this well. 

#VALUEI 

CIMAREX ENERGY CO. APPROVAL 
PREPARED BY 

Mark Audas, Sr. Drilling/Completion Engineer 
Permian Basin 

DRILLING AND COMPLETION MANAGER 

Doug Park, Mgr Drilling/Completion Operations 
Offshore and Permian Regions 

REGIONAL MANAGER 

Roger Alexander, Regional Manager 
Permian Basin 

JOINT INTEREST APPROVAL 
COMPANY BY DATE 

4/16/2007 11:51 AM 



LEASE NAME: Pyramid 

PROJECT COST ESTIMATE 

WELL NO.: 

I N T A N G I B L E S 

D R Y H O L E 

C O S T 

A F T E R C A S I N G 

POINT 

C O M P L E T E D 

W E L L C O S T 

ROADS & LOCATION PREPARATION / RESTORATION $100,000 $8,000 $108,000 

DAMAGES $4,000 DICC.105 $1,000 i.OOO 

MUD/FLUIDS DISPOSAL CHARGES $20,000 $20,000 $40,000 

DAY RATE 46 DH DAYS 5 ACP DAYS ( 17430 PER DAY $801,780 $87,150 $888,930 

MISC PREPARATION COST (mouse hole, rat hole, pads, pile clusters, misc.) $8,000 $8,000 

BITS $100,000 $1,000 $101,000 

FUEL $2.20 PER GALLON $111,000 DICC.130 $11,000 $122,000 

WATER / COMPLETION FLUIDS $32,200 $25,000 $57,200 

MUD & ADDITIVES $64,400 $64,400 

SURFACE RENTALS $69,000 $45,000 $114,000 

DOWNHOLE RENTALS . $144,000 $10,000 $154,000 

FORMATION EVALUATION (DST, Coring including evaluation, G&G SERVICES) 

MUD LOGGING 37 DAYS @ $900 PER DAY $47,000 $47,000 

OPEN HOLE LOGGING $65,000 $65,000 

CEMENTING & FLOAT EQUIPMENT $50,000 $40,000 $90,000 

TUBULAR INSPECTIONS $5,000 $2,500 $7,500 

CASING CREWS $12,000 $15,000 $27,000 

EXTRA LABOR, WELDING, ETC. $27,600 $5,000 $32,600 

LAND TRANSPORTATION (Trucking) $32,200 $7,000 $39,200 

SUPERVISION $51,000 $18,000 $69,000 
TRAILER HOUSE/CAMP/CATERING $17,000 $2,500 $19,500 

OTHER MISC EXPENSES $5,000 $5,000 $10,000 

OVERHEAD $14,000 $4,200 $18,200 

REMEDIAL CEMENTING 

MOB/DEMOB $150,000 $150,000 

DIRECTIONAL DRILLING SERVICES 22 DAYS •• 9500 PER DAY $209,000 ^ 3 $209,000 

DOCK, DISPATCHER, CRANE 

MARINE & AIR TRANSPORTATION 

SOLIDS CONTROL $166,000 $166,000 

WELL CONTROL EQUIP (Snubbing services) $28,000 $16,800 $44,800 

FISHING & SIDETRACK OPERATIONS 

COMPLETION RIG 14 DAYS( 4400 PER DAY $61,600 $61,600 

COIL TUBING DAYS ( PER DAY 

COMPLETION LOGGING, PERFORATING, WL UNITS, WL SURVEYS $35,000 $35,000 

STIMULATION $220,000 $220,000 

LEGAL/REGULATORY/CURATIVE $10,000 $10,000 

WELL CONTROL INSURANCE 1.35 PER FOOT $3,000 $3,000 

CONTINGENCY 5% OF DRILLING INTANGIBLES $32,000 $149,000 
CONSTRUCTION FOR WELL EQUIPMENT $1,000 $1,000 

CONSTRUCTION FOR LEASE EQUIPMENT $39,000 $39,000 

CONSTRUCTION FOR SALES P/L 

$2 463^80 •;--'.--$7.1Z:7S0; 

T A N G I B L E - W E L L E Q U I P M E N T 

C A S I N G ; SIZE FEET $/FOOT 

DRIVE PIPE 20" 40 100.00 1,000 

CONDUCTOR PIPE DWEB.130 

WATER STRING 

SURFACE CASING 13-3/8" $11,000 

INTERMEDIATE CASING 8-5/8" 4,500 23.40 105,000 $105,000 

DRILLINGLINER 

DRILLINGLINER 

PRODUCTION CASING OR LINER 5 1/2" 156,000 $156,000 

PRODUCTION TIE-BACK 

TUBING 2 7/8" 12,000 6.50 78,000 $78,000 

N/C WELL EQUIPMENT ),000 J.000 

WELLHEAD, TREE, CHOKES 12,000 $28,000 $40,000 

LINER HANGER, ISOLATION PACKER 

PACKER, NIPPLES $110,000 $110,000 

PUMPING UNIT, ENGINE $78,000 $78,000 

LIFT EQUIPMENT (BHP, Rods, Anchors) $15,000 $15,000 

T A N G I B L E - L E A S E E Q U I P M E N T 

N/C LEASE EQUIPMENT $44,000 $44,000 

TANKS, TANKS STEPS, STAIRS $21,000 $21,000 

BATTERY'(HeaterTreater, Separator, Gas Treating Equipment) DLEQ.125 $18,000 $18,000 

FLOW LINES (Line Pipe from wellhead to central facility) $1,000 $1,000 

OFFSHORE PRODUCTION STRUCTURE FOR FACILITIES 

PIPELINES TO SALES 

• {558,000 $690,000 

P&A COSTS (60,000) 

mmmmmmmmmimmm ' $2,655,180 &:y<$i;2i.o;75Q Syu$3,865i'a3Q| 



OIL & GAS LEASE 
THIS AGREEMENT made this l l " 1 day of April 2007, between Jean Morris and husband, Orville Morris, as Lessor (whether one or more), whose address is 
655 Plum Avenue, Wyandotte, MI 48192, and Shaw Interests, Inc. whose address is 310 W. Wall St., Ste. 305, Midland, Texas 79701, Lessee, 

WITNESSETH: 

1. Lessor, 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 the Lessee herein contained, hereby grants, leases and lets exclusively unto Lessee for the purpose of investigating, exploring, prospecting, drilling, and 
operating for and producing oil and gas, injecting gas, waters, other fluids, and air into subsurface strata, laying pipelines, storing oil, 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 following described land in 
Lea County, New Mexico, to-wit: 

Township 14 South. Range 38 East 
W/2 of Section 31 

Township 15 South, Range 38 East 
Lots 3, 4, S/2NW/4, N/2SW/4, SW/4NE/4 and NW/4SE/4 of Section 6 

Said land is estimated to comprise 640.15998 acres, whether it actually comprises more or less. 

2. Subject to the other provisions herein contained, this lease shall remain in force for a term of Three (3) years from this date (called "primary term") and as long 
thereafter as oil or gas is produced from said land or from land with which said land is pooled. 

3. The royalties to be paid by Lessee are: (a) on oil, and other liquid hydrocarbons saved at the well, one-fifth (1/5) of that produced and saved from said land, same to 
be delivered at the wells or to the credit of Lessor in the pipeline to which the wells may be connected; (b) on gas, including casinghead gas or other gaseous substance 
produced from said land and used off the premises or used in the manufacture of gasoline or other products, the market value at the well of one-fifth (1/5) of the gas 
used, provided that on gas sold on or off the premises, the royalties shall be one-fifth (1/5) of the amount realized from such sale; (c) and at any time when this lease is 
not validated by other provisions hereof and there is a gas and/or condensate well on said land, or land pooled therewith, but gas or condensate is not being so sold or 
used and such well is shut in, either before or after production therefrom, then on or before 90 days after said well is shut in, and thereafter at annual intervals, Lessee 
may pay or tender an advance shut-in royalty equal to $1.00 per net acre of Lessor's gas acreage then heldunder'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 it shall be considered under all clauses hereof that gas is being produced from 
the leased premises in paying quantities. Each such payment shall be paid or tendered to the party or parties who at the time of such payment would be entitled to 
receive the royalties which would be paid under this lease if the well were in fact producing. The payment or tender of royalties and shut-in royalties may be made by 
check or draft. Any timely payment or tender of shut-in royalty which is made in a bona fide attempt to make proper payment, but which is erroneous in whole or in 
part as to parties or amounts, shall nevertheless be sufficient to prevent termination of this lease in the same manner as though a proper payment had been made if 
Lessee shall correct such error within 30 days after Lessee has received written notice thereof by certified mail from the 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 of gas 
on or off 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 to applicable regulatory orders and after 
application of 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 off the leased premises) or transports gas off the leased premises, Lessee in computing royalty hereunder may deduct from such price a reasonable 
charge for each of such functions performed. 

4. This is a paid-up lease and Lessee shall not be obligated during the primary term hereof to commence or continue any operations of 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 to relieve Lessee of the obligation 
to pay royalties on actual production pursuant to the provisions of Paragraph 3 hereof. 

5. Lessee is hereby granted the right and power, from time to time, to pool or combine this lease, the land covered by it or any part or horizon thereof with any other 
land, leases, mineral estates or parts thereof for the production of oil or gas. Units pooled hereunder shall not exceed the standard proration unit fixed by law or by the 
Oil Conservation Division of the Energy and Minerals Department of the State of New Mexico or by any other lawful authority for the pool or area in which said land is 
situated, plus a tolerance of ten percent. Lessee shall file written unit designations in the county in which the premises are located and such units may be designated 
from time to time and either before or after the completion of wells. Drilling operations on or production from any part of any such unit shall be considered for all 
purposes, except the payment of royalty, as operations conducted upon or production from the land described in this lease. There shall be allocated to the land covered 
by this lease included in any such unit that portion of the total production of pooled minerals from wells in the unit, after deducting any used in lease or unit operations, 
which the net oil or gas acreage in the land covered by this lease included in the unit bears to the total number of surface acres in the unit. The production so allocated 
shall be considered for all purposes, including the payment or delivery of royalty, to be the entire production of pooled minerals from the portion of said land covered 
hereby and included in said unit in the same manner as though produced from said land under the terms of this lease. Any pooled unit designated by Lessee, as 
provided herein, may be dissolved by Lessee by recording an appropriate instrument in the County where the land is situated at any time after the completion of a dry 
hole or the cessation of production on said unit. ; 

6. If at the expiration of the primary term there is no well upon said land capable of producing oil or gas, but Lessee has commenced operations for drilling or 
reworking thereon, this lease shall remain in force so long as operations are prosecuted with no cessation of more than 60 consecutive days, whether such operations be 
on the same well or on a different or additional well or wells, and if they result in the production of oil or gas, so long thereafter as oil or gas is produced from said land. 
If, after the expiration of the primary term, all wells upon said land should become incapable of producing for any cause, this lease shall not terminate if Lessee 
commences operations for additional drilling or for reworking within 60 days thereafter. If any drilling, additional drilling; or reworking operations hereunder result in 
production, then this lease shall remain in full force so long thereafter as oil or 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 all operations hereunder, and the royalty shall be 
computed after deducting any so used. Lessee shall have the right at any time during or after the expiration of this lease to remove all property and fixtures placed by 
Lessee on said land, including the right to draw and remove all casing. When required by Lessor, Lessee will bury all pipe lines on cultivated lands below ordinary 
plow depth, and no well shall be drilled within two hundred feet (200 ft.) of any residence or bam now on said land without Lessor's consent. Lessor shall have the 
privilege, at his risk and expense, of using gas from any gas well on said land for stoves and inside lights in the principal dwelling thereon, out of any surplus gas not 
needed for operations hereunder. 

8. The rights of either party hereunder may be assigned in whole or in part and the provisions hereof shall extend to their heirs, executors, administrators, successors 
and assigns; but no change in the ownership of the land or in the ownership of, or rights to receive, royalties or shut-in royalties, however accomplished shall operate to 
enlarge the obligations or diminish the rights of Lessee; and no such change or division shall be binding upon Lessee for any purpose until 30 days after Lessee has 
been furnished by certified mail at Lessee's principal place of business with acceptable instruments or certified copies thereof constituting the chain of title from the 
original Lessor. If any such change in ownership occurs through the death of the owner, Lessee may, at its option, pay or tender any royalties or shut-in royalties in the 
name of the deceased or to his estate or to his heirs, executor or administrator until such time as Lessee has been furnished with evidence satisfactory to Lessee as to the 
persons entitled to such sums. An assignment of this lease in whole or in part shall, to the extent of such assignment, relieve and discharge Lessee of any obligations 
hereunder and, if Lessee or assignee of part or parts hereof shall fail or make default in the payment of the proportionate part of royalty or shut-in royalty due from such 
Lessee or assignee or fail to comply with any of the provisions of this lease, such default shall not affect this lease insofar as it covers a part of said lands upon which 
Lessee or any assignee thereof shall properly comply or make such payments. 

9. Should Lessee be prevented from complying with any express or implied covenant of this lease, or from conducting drilling or reworking operations hereunder, or 
from producing oil or gas hereunder by reason of scarcity or inability to obtain or use equipment or material, or by operation of force majeure, or by any Federal or state 
law or any order, rule or regulation of governmental authority, or governmental inactivity, 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 drilling or 
reworking operations or from producing oil or gas hereunder; and the time while Lessee is so prevented shall not be counted against Lessee, anything in this lease to the 
contrary notwithstanding. 



10. Lessor hereby warrants and agrees to defend the title to said land and agrees that Lessee at is option may discharge any tax, mortgage or other lien upon said land, 
and in the event Lessee does so it shall be subrogated to such lien with the right to enforce same and to apply royalties and shut-in royalties payable hereunder toward 
satisfying same. Without impairment of Lessee's rights under the warranty, if this lease covers a less interest in the oil and gas in all or any part of said land than the 
entire and undivided fee simple estate (whether Lessor's interest is herein specified or not) then the royalties, shut-in royalty, and other payments, if any, accruing from 
any part as to which this lease covers less than such full interest, shall be paid only in the proportion which the interest therein, if any, covered by this lease, bears to the 
whole and undivided fee simple estate therein. Should any one or more of the parties named above as Lessors fail to execute this lease, it shall nevertheless be binding 
upon the party or parties executing the same. 

11. Lessee, its or his successors, heirs and assigns, shall have the right 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, or by placing a release thereof of record in the county in which said land is situated; thereupon Lessee 
shall be relieved from all obligations, expressed or implied, of this agreement as to acreage so surrendered, and thereafter the shut-in royalty payable hereunder shall be 
reduced in the proportion that the acreage covered hereby is reduced by said release or releases. 

Executed the day and year first above written. 

Jean Morris Orville Morris 

ACKNOWLEDGMENT 

STATE OF MICHIGAN § 
§ 
§ COUNTY OF 

This instrument was acknowledged before me on the day of 2007, by Jean Morris. 

Notary Public, State of Michigan 

My Commission Expires: 

ACKNOWLEDGMENT 

STATE OF MICHIGAN § 
§ 
§ COUNTY OF 

This instrument was acknowledged before me on the day of j 2007, by Orville Morris. 

Notary Public, State of Michigan 

My Commission Expires: 
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April 18, 2007 

James E. O'Brien & Robert E. O'Brien, Trustees u/w/o 
Frank 0. Doyle, dec'd 
1724 Adams 
Dunmore, PA 18509-2008 

Re: Pyramid #1 
W/2 of Section 31, Township 14 South, Range 38 East 
Lea County, New Mexico 

Dear Mr. O'Brien: 

In conjunction with our proposal of April 6, 2007 to lease the undivided mineral interest in the 
Doyle Testamentary Trust in the above described lands, please be advised that our client, 
Cimarex Energy Co., proposes to drill a horizontal Wolfcamp test at the following location in 
Section 31, Township 14 South, Range 38 East, Lea County, New Mexico: 

• Surface Hole Location: 2210'FSL & 430'FWL 
• Bottom Hole Location: 330'FSL & 430'FWL 

Enclosed is a detailed AFE reflecting estimated well costs. 

If you wish to participate and pay your proportionate share of well costs, please execute the AFE 
and return to the undersigned as soon as possible. Otherwise, in lieu of being subject to a 
compulsory pooling, you have the option to lease your minerals at the terms previously proposed 
being: 

• $100/Acre, 1/5 Royalty, 3 years 

Please do not hesitate to contact us with any questions. We look forward to your response. 

(Domestic Mail Only; No Insurance Coverage Provided) Sincerely, 

SHAW INTERESTS 

Maner B. Shaw 
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AUTHORIZATION FOR EXPENDITURE 

COMPANY ENTITY 

Cimarex Energy Co. 
DATE PREPARED 

March 8, 2007 
REGION 

P e r m i a n 

WELL NAME 

Pyramid 

WELL NO 

1 

PROSPECT OR FIELD NAME 

S t a r - D e n t o n 

PROPERTY NUMBER DRILLING AFE NO. 

LOCATION SHL 2210' FSL & 430' FWL 

BHL 330' FSL & 430' FWL 
Sec 31.T14S, R38E 

COUNTY 

Lea 

STATE 

New Mexico 

TYPE WELL 

OIL X EXPL X 

GAS PROD 

ORIGINAL ESTIMATE X 

REVISED ESTIMATE 

SUPPLEMENTAL ESTIMATE 

EST. START DATE EST. COMP. DATE FORMATION EST. TD 

9800 TVD 
11600' MD 

PROJECT DESCRIPTION: 
Drill and complete a horizontal wolfcamp well. 

INTANGIBLES 

Intangible Drilling Costs 
Intangible Completion Costs 
TOTAL INTANGIBLE COSTS 

TANGIBLES 
Well Equipment 
Lease Equipment 
TOTAL TANGIBLE WELL COST 

PLUG AND ABANDON COST 

TOTAL WELL COST: 

DRY HOLE 
COST 

$2,463,180 

2,463,180 

132,000 

132,000 

60,000 

$2,655,180 

AFTER 
CASING POINT 

712,750 
712,750 

474,000 
84,000 

558,000 

(60,000) 

$1,210,750 

COMPLETED 
WELL COST 

$2,463,180 
712,750 

Comments on Well Costs: 
1: All tubulars, well or lease equipment is priced by COPAS and CEPS guidelines using the Historic Price Multiplier. 

3,175,930 

606,000 
84,000 

690,000 

$3,865,930 

WELL CONTROL INSURANCE: 

Unless otherwise indicated below, you, as a non-operating working interest owner, agree to be covered by Operator's well control 
insurance procured by Operator so long as Operator conducts operations hereunder and to pay your prorated share of the premiums 
therefore. If you elect to purchase your own well control insurance, you must provide a certificate of such insurance acceptable to 
Operator, as to form and limits, at the time this AFE is returned, if available, but in no event later than commencement of drilling 
operations. You agree that failure to provide the certificate of insurance, as provided herein, will result in your being covered by 
insurance procured by Operator. 

I elect to purchase my own well control insurance policy. 

Well control insurance procured by Operator, provides, among other terms, for $20,000,000 (100% W.I.) of Combined Single Limit 
coverage for well control and related redrilling and clean-up/pollution expense covering drilling (through completion) with a 
$1,000,000 (100% W.I.) deductible. 

Comments on AFE 

The above costs are estimates only and anticipate trouble free operations without any foreseeable change in plans. The actual costs 
may exceed the estimated costs without affecting the authorization for expenditure herein granted. By approval of this AFE, the 
working interest owner agrees to pay its proportionate share of actual legal, curative, regulatory and well costs under term of the joint 
operating agreement, regulatory order or other applicable agreement covering this well. 

KVALUEI 

CIMAREX ENERGY CO. APPROVAL 
PREPARED BY 

Mark Audas, Sr. Drilling/Completion Engineer 
Permian Basin 

DRILLING AND COMPLETION MANAGER 

Doug Park, Mgr Drilling/Completion Operations 
Offshore and Permian Regions 

REGIONAL MANAGER 

Roger Alexander, Regional Manager 
Permian Basin 

JOINT INTEREST APPROVAL 
COMPANY BY DATE 

4/16/2007 11:51 AM 



CiMAREj P R O J E C T C O S T E S T I M A T E 

L E A S E N A M E : P y r a m i d WELL NO.: 

I N T A N G I B L E S 

D R Y H O L E 

C O S T 

A F T E R C A S I N G 

Codes POINT 

C O M P L E T E D 

W E L L C O S T 

ROADS & LOCATION PREPARATION / RESTORATION $100,000 DICC.100 $8,000 $108,000 

DAMAGES $4,000 DICC.105 $1,000 $5,000 

MUD/FLUIDS DISPOSAL CHARGES $20,000 $20,000 $40,000 

DAY RATE 46 DH DAYS 5 ACP DAYS ( 17430 PER DAY $801,780 $87,150 $888,930 

MISC PREPARATION COST (mouse hole, rat hole, pads, pile clusters, misc.) $8,000 $8,000 

BITS $100,000 $1,000 $101,000 

FUEL $2.20 PER GALLON $111,000 $11,000 $122,000 

WATER / COMPLETION FLUIDS $32,200 $25,000 $57,200 

MUD & ADDITIVES $64,400 $64,400 

SURFACE RENTALS $69,000 $45,000 $114,000 

DOWNHOLE RENTALS $144,000 $10,000 $154,000 

FORMATION EVALUATION (DST, Coring including evaluation, G&G SERVICES) DIDC.160 

MUD LOGGING 37 DAYS $900 PER DAY $47,000 $47,000 

OPEN HOLE LOGGING $65,000 $65,000 

CEMENTING & FLOAT EQUIPMENT $50,000 $40,000 $90,000 

TUBULAR INSPECTIONS $5,000 $2,500 $7,500 

CASING CREWS $12,000 $15,000 $27,000 

EXTRA LABOR, WELDING, ETC. $27,600 $5,000 $32,600 

LAND TRANSPORTATION (Trucking) $32,200 $7,000 $39,200 

SUPERVISION $51,000 $18,000 $69,000 

TRAILER HOUSE/CAMP/CATERING $17,000 $2,500 $19,500 

OTHER MISC EXPENSES $5,000 $5,000 $10,000 

OVERHEAD $14,000 $4,200 $18,200 

REMEDIAL CEMENTING 

MOB/DEMOB $150;000 $150,000 

DIRECTIONAL DRILLING SERVICES 9500 PER DAY $209,000 $209,000 

DOCK, DISPATCHER, CRANE DIDC.250 DICC.230 

MARINE & AIR TRANSPORTATION 

SOLIDS CONTROL $166,000 $166,000 

WELL CONTROL EQUIP (Snubbing services) $28,000 $16,800 $44,800 

FISHING & SIDETRACK OPERATIONS 

COMPLETION RIG 14 DAYS( 4400 PER DAY $61,600 51,600 

COIL TUBING DAYS @ PER DAY 

COMPLETION LOGGING, PERFORATING, WL UNITS, WL SURVEYS $35,000 $35,000 

STIMULATION $220,000 $220,000 

LEGAL/REGULATORY/CURATIVE $10,000 $10,000 

WELL CONTROL INSURANCE $0.35 PER FOOT DIDC.285 $3,000 $3,000 

CONTINGENCY 5% OF DRILLING INTANGIBLES $117,000 $32,000 $149,000 

CONSTRUCTION FOR WELL EQUIPMENT $1,000 $1,000 

CONSTRUCTION FOR LEASE EQUIPMENT $39,000 $39,000 

CONSTRUCTION FOR SALES P/L 

T A N G I B L E - W E L L E Q U I P M E N T 

C A S I N G SIZE $/FOOT 

DRIVE PIPE 20" 40 100.00 4,000 $4,000 

CONDUCTOR PIPE 

WATER STRING 

SURFACE CASING 11,000 $11,000 

INTERMEDIATE CASING 8-5/8" 23.40 105,000 $105,000 

DRILLINGLINER 

DRILLINGiLINER 

PRODUCTION CASING OR LINER 5 1/2" 9,800 156,000 $156,000 

PRODUCTION TIE-BACK 

TUBING 2 7/8" 12,000 6.50 78,000 $78,000 

N/C WELL EQUIPMENT $9,000 $9,000 

WELLHEAD, TREE, CHOKES 12,000 $28,000 $40,000 

LINER HANGER, ISOLATION PACKER 

PACKER, NIPPLES $110,000 $110,000 

PUMPING UNIT, ENGINE $78,000 $78,000 

LIFT EQUIPMENT (BHP, Rods, Anchors) $15,000 $15,000 

T A N G I B L E - L E A S E E Q U I P M E N T 

N/C LEASE EQUIPMENT $44,000 $44,000 

TANKS, TANKS STEPS, STAIRS $21,000 $21,000 

BATTERY (Heater Treater, Separator, Gas Treating Equipment) $18,000 $18,000 

FLOW LINES (Line Pipe from wellhead to central facility) DLEQ.130 $1,000 $1,000 

OFFSHORE PRODUCTION STRUCTURE FOR FACILITIES 

PIPELINES TO SALES 

ijiili§ii!iGiB|E& C .$55̂ 000 $690,000 

P&A COSTS 60,000 (60,000) 

.jljjA&qqST t2;655,1»0 



P . O . B O X 9 6 1 Z 

S H A W I N T E R E S T S , I N C 
• I L & G A S P R O P E R T I E S 

M I D L A N D , T X 7 9 7 0 8 ( 4 3 2 ) 6 B 5 - 1 4 0 4 

April 6, 2007 

James O'Brien 
1724 Adams 
Dunmore, PA 18509-2008 

Re: Oil & Gas Lease 
Frank O. Doyle Trust 
W/2 of Section 31 
Township 14 South, Range 38 East 
Lots 3, 4, S/2NW/4, N/2SW/4, 
SW/4NE/4 and NW/4SE/4 of Section 6 
Township 15 South, Range 38 East 
Lea County, New Mexico 

Dear James: 

According to our title research, you own an undivided 5.00125 net mineral acres under 
the above described lands. Enclosed is an Oil and Gas Lease for your review. The terms of this 
Lease are a $100.00 per net mineral acre bonus consideration, three (3) year paid-up primary 
term and three-sixteenths (3/16) royalty. 

If these terms are acceptable, please sign the lease in the presence of a Notary Public, and 
thereafter, return the lease along with the completed W-9 form to the above letterhead address. 
Upon receipt, subject to approval of title, we will process the Lease and forward you a check in 
the amount of $500.13 within thirty (30) days. 

Thank you for your attention to this matter. Should you have any questions, please do 
not hesitate to call. 

Sincerely, 

SHAW INTERESTS 

U.S.«Postal Serv 
CERTIFIED Mi 

(Domestic Mai, Qnfy; No insurance Courage P r o v i d ^ 

Tim Lilley 

CD 

Return Receipt Fee 
(Endorsement Required) 

Restricted Delivery Fee 
(Endorsement Required) 

Postmark 
Here 



OIL & GAS LEASE 
THIS AGREEMENT made this 6'* day of April 2007, between James O'Brien, John O'Brien, and Mary O'Brien, each dealing in their sole and 

separate property, as Lessor (whether one or more), whose address is 1724 Adams, Dunmore, PA 18509-2008, and Shaw Interests, Inc. whose address is 310 
W. Wall., Midland, Texas 79708, Lessee, 

WITNESSETH: 

1. Lessor, 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 the Lessee herein contained, hereby grants, leases and lets exclusively unto Lessee for the purpose of investigating, exploring, prospecting, drilling, and 
operating for and producing oil and gas, injecting gas, waters, other fluids, and air into subsurface strata, laying pipelines, storing oil, 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 following described land in 
Lea County, New Mexico, to-wit: 

Township 14 South, Ranee 38 East 
W/2 of Section 31 

Township 15 South, Range 38 East 
Lots 3, 4, S/2NW/4, N/2SW/4, SW/4NE/4 and NW/4SE/4 of Section 6 

Said land is estimated to comprise 640.15998 acres, whether it actually comprises more or less. 

2. Subject to the other provisions herein contained, this lease shall remain in force for a term of Three (3) years from this date (called "primary term") and as long 
thereafter as oil or gas is produced from said land or from land with which said land is pooled. 

3. The royalties to be paid by Lessee are: (a) on oil, and other liquid hydrocarbons saved at the well, three-sixteenths (3/16) of that produced and saved from said 
land, same to be delivered at the wells or to the credit of Lessor in the pipeline to which the wells may:be connected; (b) on gas, including casinghead gas or other 
gaseous substance produced from said land and used off the premises or used in the manufacture of gasoline or other products, the market value at the well o f three-
sixteenths (3/16) of the gas used, provided that on gas sold on or off the premises, the royalties shall be three-sixteenths (3/16) of the amount realized from such sale; 
(c) and at any time when this lease is not validated by other provisions hereof and there is a gas and/or condensate well on said land, or land pooled therewith, but gas or 
condensate is not being so sold or used and such well is shut in, either before or after production therefrom, then on or before 90 days after said well is shut in, and 
thereafter at annual intervals, Lessee may pay or tender an advance shut-in royalty equal to $1.00 per net acre of Lessor's gas acreage then 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 it shall be considered under all clauses 
hereof that gas is being produced from the leased premises in paying quantities. Each such payment shall be paid or tendered to the party or parties who at the time of 
such payment would be entitled to receive the royalties which would be paid under this lease if the well were in fact producing. The payment or tender of royalties and 
shut-in royalties may be made by check or draft. Any timely payment or tender of shut-in royalty which is made in a bona fide attempt to make proper payment, but 
which is erroneous in whole or in part as to parties or amounts, shall nevertheless be sufficient to prevent termination of this lease in the same manner as though a 
proper payment had been made if Lessee shall correct such error within 30 days after Lessee has received written notice thereof by certified mail from the 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 of gas on or off 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 to applicable 
regulatory orders and after application of 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 off the leased premises) or transports gas off the leased premises, Lessee in computing royalty hereunder may deduct 
from such price a reasonable charge for each of such functions performed. 

/ 
4. This is a paid-up lease and Lessee shall not be obligated during the primary term hereof to commence or continue any operations of 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 to relieve Lessee of the obligation 
to pay royalties on actual production pursuant to the provisions of Paragraph 3 hereof. 

5. Lessee is hereby granted the right and power, from time to time, to pool or combine this lease, the land covered by it or any part or horizon thereof with any other 
land, leases, mineral estates or parts thereof for the production of oil or gas. Units pooled hereunder shall not exceed the standard proration unit fixed by law or by the 
Oil Conservation Division of the Energy and Minerals Department of the State of New Mexico or by any other lawful authority for the pool or area in which said land is 
situated, plus a tolerance of ten percent. Lessee shall file written unit designations in the county in which the premises are located and such units may be designated 
from time to time and either before or after the completion of wells. Drilling operations on or production from any part of any such unit shall be considered for all 
purposes, except the payment of royalty, as operations conducted upon or production from the land described in this lease. There shall be allocated to the land covered 
by this lease included in any such unit that portion of the total production of pooled minerals from wells in the unit, after deducting any used in lease or unit operations, 
which the net oil or gas acreage in the land covered by this lease included in the unit bears to the total number of surface acres in the unit. The production so allocated 
shall be considered for all purposes, including the payment or delivery of royalty, to be the entire production of pooled minerals from the portion of said land covered 
hereby and included in said unit in the same manner as though produced from said land under the terms of this lease. Any pooled unit designated by Lessee, as 
provided herein, may be dissolved by Lessee by recording an appropriate instrument in the County where the land is situated at any time after the completion of a dry 
hole or the cessation of production on said unit. 

6. If at the expiration of the primary term there is no well upon said land capable of producing oil or gas, but Lessee has commenced operations for drilling or 
reworking thereon, this lease shall remain in force so long as operations are prosecuted with no cessation of more than 60 consecutive days, whether such operations be 
on the same well or on a different or additional well or wells, and if they result in the production of oil or gas, so long thereafter as oil or gas is produced from said land. 
If, after the expiration of the primary term, all wells upon said land should become incapable of producing for any cause, this lease shall not terminate if Lessee 
commences operations for additional drilling or for reworking within 60 days thereafter. If any drilling, additional drilling, or reworking operations hereunder result in 
production, then this lease shall remain in full force so long thereafter as oil or 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 all operations hereunder, and the royalty shall be 
computed after deducting any so used. Lessee shall have the right at any time during or after the expiration of this lease to remove all property and fixtures placed by 
Lessee on said land, including the right to draw and remove all casing. When required by Lessor, Lessee will bury all pipe lines on cultivated lands below ordinary 
plow depth, and no well shall be drilled within two hundred feet (200 ft.) of any residence or barn now on said land without Lessor's consent. Lessor shall have the 
privilege, at his risk and expense, of using gas from any gas well on said land for stoves and inside lights in the principal dwelling thereon, out of any surplus gas not 
needed for operations hereunder. 

8. The rights of either party hereunder may be assigned in whole or in part and the provisions hereof shall extend to their heirs, executors, administrators, successors 
and assigns; but no change in the ownership of the land or in the ownership of, or rights to receive, royalties or shut-in royalties, however accomplished shall operate to 
enlarge the obligations or diminish the rights of Lessee; and no such change or division shall be binding upon Lessee for any purpose until 30 days after Lessee has 
been furnished by certified mail at Lessee's principal place of business with acceptable instruments or certified copies thereof constituting the chain of title from the 
original Lessor. If any such change in ownership occurs through the death of the owner, Lessee may, at its option, pay or tender any royalties or shut-in royalties in the 
name of the deceased or to his estate or to his heirs, executor or administrator until such time as Lessee has been furnished with evidence satisfactory to Lessee as to the 
persons entitled to such sums. An assignment of this lease in whole or in part shall, to the extent of such assignment, relieve and discharge Lessee of any obligations 
hereunder and, if Lessee or assignee of part or parts hereof shall fail or make default in the payment of the proportionate part of royalty or shut-in royalty due from such 
Lessee or assignee or fail to comply with any of the provisions of this lease, such default shall not affect this lease insofar as it covers a part of said lands upon which 
Lessee or any assignee thereof shall properly comply or make such payments. 

9. Should Lessee be prevented from complying with any express or implied covenant of this lease, or from conducting drilling or reworking operations hereu nder, or 
from producing oil or gas hereunder by reason of scarcity or inability to obtain or use equipment or material, or by operation of force majeure, or by any Federal or state 
law or any order, rule or regulation of governmental authority, or governmental inactivity, 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 drilling or 
reworking operations or from producing oil or gas hereunder; and the time while Lessee is so prevented shall not be counted against Lessee, anything in this lease to the 
contrary notwithstanding. 



10. Lessor hereby warrants and agrees to defend the title to said land and agrees that Lessee at is option may discharge any tax, mortgage or other lien upon said land, 
and in the event Lessee does so it shall be subrogated to such lien with the right to enforce same and to apply royalties and shut-in royalties payable hereunder toward 
satisfying same. Without impairment of Lessee's rights under the warranty, if this lease covers a less interest in the oil and gas in all or any part of said land than the 
entire and undivided fee simple estate (whether Lessor's interest is herein specified or not) then the royalties, shut-in royalty, and other payments, if any, accruing from 
any part as to which this lease covers less than such full interest, shall be paid only in the proportion which the interest therein, if any, covered by this lease, bears to the 
whole and undivided fee simple estate therein. Should any one or more of the parties named above as Lessors fail to execute this lease, it shall nevertheless be binding 
upon the party or parties executing the same. 

11. Lessee, its or his successors, heirs and assigns, shall have the right 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, or by placing a release thereof of record in the county in which said land is situated; thereupon Lessee 
shall be relieved from all obligations, expressed or implied, of this agreement as to acreage so surrendered, and thereafter the shut-in royalty payable hereunder shall be 
reduced in the proportion that the acreage covered hereby is reduced by said release or releases. 

Executed the day and year first above written. 
v 

James O'Brien John O'Brien 

Mary O'Brien 

ACKNOWLEDGMENT 

STATE OF PENNSYLVANIA § 
§ 

COUNTY OF § 

This instrument was acknowledged before me oh the day of , 2007, by James O'Brien. 

Notary Public, State of Pennsylvania 

My Commission Expires: 

ACKNOWLEDGMENT 

STATE OF PENNSYLVANIA § 
§ 

COUNTY OF § 

This instrument was acknowledged before me on the day of , 2007, by John O'Brien. 

Notary Public, State of Pennsylvania 

My Commission Expires: 

ACKNOWLEDGMENT 

STATE OF PENNSYLVANIA § 
§ 

COUNTY OF § 

This instrument was acknowledged before me on the day of , 2007, by Mary O'Brien. 

Notary Public, State of Pennsylvania 

My Commission Expires: 
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April 17, 2007 

Marjorie M. Olds 
1004 Rogue Valley Manor 
Medford, OR 97501 

Re: Pyramid #1 
W/2 of Section 31, Township 14 South, Range 38 East 
Lea County, New Mexico 

Dear Marjorie: 

In conjunction with our proposal of April 6, 2007 to lease your undivided mineral interest in the 
above described lands, please be advised that our client, Cimarex Energy Co., proposes to drill a 
horizontal Wolfcamp test at the following location in Section 31, Township 14 South, Range 38 
East, Lea County, New Mexico: 

. Surface Hole Location: 2210'FSL & 430'FWL 

. Bottom Hole Location: 330'FSL & 430'FWL 

Enclosed is a detailed AFE reflecting estimated well costs. 

If you wish to participate and pay your proportionate share of well costs, please execute the AFE 
and return to the undersigned as soon as possible. Otherwise, in lieu- of being subject to a 
compulsory pooling, you have the option to lease your minerals at the terms previously proposed 
being: 

• $100/Acre, 1/5 Royalty, 3 years 

Please do not hesitate to contact us with any questions. We look forward to your response. 

Sincerely, 
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AUTHORIZATION FOR EXPENDITURE 

COMPANY ENTITY 

Cimarex Energy Co. 
DATE PREPARED 

March 8, 2007 
REGION 

Permian 

WELL NAME 

Pyramid 

WELL NO 

1 

PROSPECTOR FIELD NAME 

Star-Denton 

PROPERTY NUMBER DRILLING AFE NO. 

LOCATION SHL 2210' FSL & 430' FWL 

BHL 330' FSL & 430' FWL 
Sec31,T14S, R38E 

COUNTY 

Lea 

STATE 

New Mexico 

TYPE WELL 

OIL ' X EXPL X 

GAS PROD 

ORIGINAL ESTIMATE X 

REVISED ESTIMATE 

SUPPLEMENTAL ESTIMATE 

EST. START DATE EST. COMP. DATE FORMATION EST. TD 

9800 TVD 
11600' MD 

PROJECT DESCRIPTION: 
Drill and complete a horizontal wolfcamp well. 

INTANGIBLES 

Intangible Drilling Costs 
Intangible Completion Costs 
TOTAL INTANGIBLE COSTS 

TANGIBLES 
Well Equipment 
Lease Equipment 
TOTAL TANGIBLE WELL COST 

PLUG AND ABANDON COST 

TOTAL WELL COST: 

DRY HOLE 
COST 

$2,463,180 

2,463,180 

132,000 

132,000 

60,000 

$2,655,180 

AFTER 
CASING POINT 

712,750 
712,750 

474,000 
84,000 

558,000 

(60,000) 

$1,210,750 

COMPLETED 
WELL COST 

$2,463,180 
712,750 

Comments on Well Costs: 
1! All tubulars, well or lease equipment is priced by COPAS and CEPS guidelines using the Historic Price Multiplier. 

3,175,930 

606,000 
84,000 

690,000 

$3,865,930 

WELL CONTROL INSURANCE: 

Unless otherwise indicated below, you, as a non-operating working interest owner, agree to be covered by Operator's well control 
insurance procured by Operator so long as Operator conducts operations hereunder and to pay your prorated share of the premiums 
therefore. If you elect to purchase your own well control insurance, you must provide a certificate of such insurance acceptable to 
Operator, as to form and limits, at the time this AFE is returned, if available, but in no event later than commencement of drilling 
operations. You agree that failure to provide the certificate of insurance, as provided herein, will result in your being covered by 
insurance procured by Operator. 

I elect to purchase my own well control insurance policy. 

Well control insurance procured by Operator, provides, among other terms, for $20,000,000 (100% W.I.) of Combined Single Limit 
coverage for well control and related redrilling and clean-up/pollution expense covering drilling (through completion) with a 
$1,000,000 (100% W.I.) deductible. 

Comments on AFE 

The above costs are estimates only and anticipate trouble free operations without any foreseeable change in plans. The actual costs 
may exceed the estimated costs without affecting the aulhorization for expenditure herein granted. By approval of this AFE, the 
working interest owner agrees to pay its proportionate share of actual legal, curative, regulatory and well costs under term of the joint 
operating agreement, regulatory order or other applicable agreement covering this well. 

#VALUEI 

CIMAREX ENERGY CO. APPROVAL 
PREPARED BY 

Mark Audas, Sr. Drilling/Completion Engineer 
Permian Basin 

DRILLING AND COMPLETION MANAGER 

Doug Park, Mgr Drilling/Completion Operations 
Offshore and Permian Regions 

REGIONAL MANAGER 

Roger Alexander, Regional Manager 
Permian Basin 

JOINT INTEREST APPROVAL 
COMPANY BY DATE 

4/16/2007 11:51 AM 



CIMARE) I PROJECT COST ESTIMATE 

LEASE NAME: Pyramid WELL NO.: 

I N T A N G I B L E S 

D R Y H O L E 

C O S T 

A F T E R C A S I N G 

Codes POINT 

C O M P L E T E D 

W E L L C O S T 

ROADS & LOCATION PREPARATION / RESTORATION $100,000 $8,000 $108,000 

DAMAGES •IDC.105 $4,000 $1,000 $5,000 

MUD/FLUIDS DISPOSAL CHARGES $20,000 $20,000 $40,000 

DAY RATE 46 DH DAYS 5 ACP DAYS « 17430 PER DAY $801,780 $87,150 $888,930 

MISC PREPARATION COST (mouse hole, rat hole, pads, pile clusters, misc.) $8,000 8,000 

BITS $100,000 $1,000 $101,000 

FUEL $2.20 PER GALLON $111,000 $11,000 $122,000 

WATER / COMPLETION FLUIDS DIDC.140 $32,200 $25,000 $57,200 

MUD & ADDITIVES $64,400 $64,400 

SURFACE RENTALS $69,000 $45,000 $114,000 

DOWNHOLE RENTALS $144,000 $10,000 $154,000 

FORMATION EVALUATION (DST, Coring including evaluation, G&G SERVICES) 

MUD LOGGING 37 DAYS $900 PER DAY $47,000 $47,000 

OPEN HOLE LOGGING $65,000 $65,000 

CEMENTING & FLOAT EQUIPMENT $50,000 $40,000 $90,000 

TUBULAR INSPECTIONS $5,000 $2,500 $7,500 

CASING CREWS $12,000 $15,000 $27,000 

EXTRA LABOR, WELDING, ETC. $27,600 $5,000 $32,600 

LAND TRANSPORTATION (Trucking) $32,200 $7,000 $39,200 

SUPERVISION $51,000 $18,000 ),000 

TRAILER HOUSE/CAMP/CATERING $17,000 $2,500 $19,500 

OTHER MISC EXPENSES $5,000 $5,000 $10,000 

OVERHEAD $14,000 $4,200 $18,200 

REMEDIAL CEMENTING 

MOB/DEMOB $150,000 $150,000 

DIRECTIONAL DRILLING SERVICES 22 DAYS 9500 PER DAY $209,000 $209,000 

DOCK, DISPATCHER, CRANE 

MARINE & AIR TRANSPORTATION 

SOLIDS CONTROL $166,000 $166,000 

WELL CONTROL EQUIP (Snubbing services) $28,000 $16,800 $44,800 

FISHING & SIDETRACK OPERATIONS 

COMPLETION RIG 4400 PER DAY $61,600 $61,600 

COIL TUBING DAYS ( PER DAY 

COMPLETION LOGGING, PERFORATING, WL UNITS, WL SURVEYS $35,000 $35,000 

STIMULATION $220,000 $220,000 

LEGAL/REGULATORY/CURATIVE $10,000 $10,000 

WELL CONTROL INSURANCE 0.35 PER FOOT DIDC.285 ),000 $3,000 

CONTINGENCY 5% OF DRILLING INTANGIBLES $117,000 $32,000 $149,000 

CONSTRUCTION FOR WELL EQUIPMENT $1,000 $1,000 

CONSTRUCTION FOR LEASE EQUIPMENT DLEQ.110 $39,000 $39,000 

CONSTRUCTION FOR SALES P/L 

U-Yj'$712,750 } »3fi?.s;a3ff 

T A N G I B L E - W E L L E Q U I P M E N T 

C A S I N G SIZE FEET $/FOOT 

DRIVE PIPE 20" 100.00 4,000 1,000 

CONDUCTOR PIPE 

WATER STRING 

SURFACE CASING 13-3/8" 250 42.00 11,000 $11,000 

INTERMEDIATE CASING 8-5/8" 4,500 23.40 105,000 $105,000 

DRILLING.LINER 

DRILLINGLINER 

PRODUCTION CASING OR LINER 5 1/2" 9,800 15.90 156,000 $156,000 

PRODUCTION TIE-BACK S 
TUBING 2 7/8" 6.50 78,000 $78,000 

N/C WELL EQUIPMENT $9,000 ),000 

WELLHEAD, TREE, CHOKES 12,000 $28,000 $40,000 

LINER HANGER, ISOLATION PACKER 

PACKER, NIPPLES $110,000 $110,000 

PUMPING UNIT, ENGINE $78,000 $78,000 

LIFT EQUIPMENT (BHP, Rods, Anchors) $15,000 $15,000 

T A N G I B L E - L E A S E E Q U I P M E N T 

N/C LEASE EQUIPMENT $44,000 $44,000 

TANKS, TANKS STEPS, STAIRS DLEQ.120 $21,000 $21,000 

BATTERY'(HeaterTreater, Separator, Gas Treating Equipment) $18,000 $18,000 

FLOW LINES (Line Pipe from wellhead to central facility) DLEQ.130 $1,000 $1,000 

OFFSHORE PRODUCTION STRUCTURE FOR FACILITIES 

PIPELINES TO SALES 

•$558,000 j^IfliflrMBLES $1"2iOOO •f?:'.<ffwo-,ooS' 

P&A COSTS (60,000) 

?;',;$2i655',i86 $i-,2ir>,7sq 
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April 6, 2007 

Marjorie M. Olds 
1004 Rogue Valley Manor 
Medford, OR 97501 

Re: Oil & Gas Lease 
Estate of Francis E . Olds 
W/2 of Section 31 
Township 14 South, Range 38 East 
Lots 3, 4, S/2NW/4, N/2SW/4, 
SW/4NE/4 and NW/4SE/4 of Section 6 
Township 15 South, Range 38 East 
Lea County, New Mexico 

Dear Ms. Olds: 

According to our title research, the Trust owns an undivided 1.00025 net mineral acres 
under the above described lands. Enclosed is an Oil and Gas Lease for your review. The terms of 
this Lease are a $100.00 per net mineral acre bonus consideration, three (3) year paid-up primary 
term and three-sixteenths (3/16) royalty. 

If these terms are acceptable, please sign the lease in the presence of a Notary Public, and 
thereafter, return the lease along with the completed W-9 form to the above letterhead address. 
Upon receipt, subject to approval of title, we will process the Lease and forward you a check in 
the amount of $100.00 within thirty (30) days. 

Thank you for your attention to this matter. Should you have any questions, please do 
not hesitate to call. 

Sincerely, 

SHAW INTERESTS 

Tim Lilley 
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OIL & GAS LEASE 
THIS AGREEMENT made this 6 ,h day of April 2007, between Marjorie M. Olds, individually and as Executrix of the Estate of Francis E. Olds, deceased, as 
Lessor (whether one or more), whose address is 1004 Rogue Valley Manor, Medford, OR 97501, and Shaw Interests, Inc. whose address is P.O. Box 9612, 
Midland, Texas 79708, Lessee, 

WITNESSETH: 

1. Lessor, 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 the Lessee herein contained, hereby grants, leases and lets exclusively unto Lessee for the purpose of investigating, exploring, prospecting, drilling, and 
operating for and producing oil and gas, injecting gas, waters, other fluids, and air into subsurface strata, laying pipelines, storing oil, 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 following described land in 
Lea County, New Mexico, to-wit: 

Township 14 South. Range 38 East 
W/2 of Section 31 

Township 15 South. Range 38 East 
Lots 3, 4, S/2NW/4, N/2SW/4, SW/4NE/4 and NW/4SE/4 of Section 6 

Said land is estimated to comprise 640.15998 acres, whether it actually comprises more or less. 

2. Subject to the other provisions herein contained, this lease shall remain in force for a term of Three (3) years from this date (called "primary term") and as long 
thereafter as oil or gas is produced from said land or from land with which said land is pooled. 

3. The royalties to be paid by Lessee are: (a) on oil, and other liquid hydrocarbons saved at the well, three-sixteenths (3/16) of that produced and saved from said 
land, same to be delivered at the wells or to the credit of Lessor in the pipeline to which the wells may be connected; (b) on gas, including casinghead gas or other 
gaseous substance produced from said land and used off the premises or used in the manufacture of gasoline or other products, the market value at the well of three-
sixteenths (3/16) of the gas used, provided that on gas sold on or off the premises, the royalties shall be three-sixteenths (3/16) of the amount realized from such sale; 
(c) and at any time when this lease is not validated by other provisions hereof and there is a gas and/or condensate well on said land, or land pooled therewith, but gas or 
condensate is not being so sold or used and such well is shut in, either before or after production therefrom, then on or before 90 days after said well is shut in, and 
thereafter at annual intervals, Lessee may pay or tender an advance shut-in royalty equal to $1.00 per net acre of Lessor's gas acreage then 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 it shall be considered under all clauses 
hereof that gas is being produced from the leased premises in paying quantities. Each such payment shall be paid or tendered to the party or parties who at the time of 
such payment would be entitled to receive the royalties which would be paid under this lease if the well were in fact producing. The payment or tender of royalties and 
shut-in royalties may be made by check or draft. Any timely payment or tender of shut-in royalty which is made in a bona fide attempt to make proper payment, but 
which is erroneous in whole or in part as to parties or amounts, shall nevertheless be sufficient to prevent termination of this lease in the same manner as though a 
proper payment had been made if Lessee shall correct such error within 30 days after Lessee has received written notice thereof by certified mail from the 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 of gas on or off 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 to applicable 
regulatory orders and after application of 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 off the leased premises) or transports gas off the leased premises, Lessee in computing royalty hereunder may deduct 
from such price a reasonable charge for each of such functions performed. 

4. This is a paid-up lease and Lessee shall not be obligated during the primary term hereof to commence or continue any operations of 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 to relieve Lessee of the obligation 
to pay royalties on actual production pursuant to the provisions of Paragraph 3 hereof. 

5. Lessee is hereby granted the right and power, from time to time, to pool or combine this lease, the land covered by it or any part or horizon thereof with any other 
land, leases, mineral estates or parts thereof for the production of oil or gas. Units pooled hereunder shall not exceed the standard proration unit fixed by law or by the 
Oil Conservation Division of the Energy and Minerals Department of the State of New Mexico or by any other lawful authority for the pool-or area in which said land is 
situated, plus a tolerance of ten percent. Lessee shall file written unit designations in the county in which the premises are located and such units may be designated 
from time to time and either before or after the completion of wells. Drilling operations on or production from any part of any such unit shall be considered for all 
purposes, except the payment of royalty, as operations conducted upon or production from the land described in this lease. There shall be allocated to the land covered 
by this lease included in any such unit that portion of the total production of pooled minerals from wells in the unit, after deducting any used in lease or unit operations, 
which the net oil or gas acreage in the land covered by this lease included in the unit bears to the total number of surface acres in the unit. The production so allocated 
shall be considered for all purposes, including the payment or delivery of royalty, to be the entire production of pooled minerals from the portion of said land covered 
hereby and included in said unit in the same manner as though produced from said land under, the terms of this lease. Any pooled unit designated by Lessee, as 
provided herein, may be dissolved by Lessee by recording an appropriate instrument in the County where the land is situated at any time after the completion of a dry 
hole or the cessation of production on said unit. 

6. If at the expiration of the primary term there is no well upon said land capable of producing oil or gas, but Lessee has commenced operations for drilling or 
reworking thereon, this lease shall remain in force so long as operations are prosecuted with no cessation of more than 60 consecutive days, whether such operations be 
on the same well or on a different or additional well or wells, and if they result in the production of oil or gas, so long thereafter as oil or gas is produced from said land. 
If, after the expiration of the primary term, all wells upon said land should become incapable of producing for any cause, this lease shall not terminate if Lessee 
commences operations for additional drilling or for reworking within 60 days thereafter. If any drilling, additional drilling, or reworking operations hereunder result in 
production, then this lease shall remain in full force so long thereafter as oil or 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 all operations hereunder, and the royalty shall be 
computed after deducting any so used. Lessee shall have the right at any time during or after the expiration of this lease to remove all property and fixtures placed by 
Lessee on said land, including the right to draw and remove all casing. When required by Lessor, Lessee will bury all pipe lines on cultivated lands below ordinary 
plow depth, and no well shall be drilled within two hundred feet (200 ft.) of any residence or barn now on said land without Lessor's consent. Lessor shall have the 
privilege, at his risk and expense, of using gas from any gas well on said land for stoves and inside lights in the principal dwelling thereon, out of any surplus gas not 
needed for operations hereunder. 

8. The rights of either party hereunder may be assigned in whole or in part and the provisions hereof shall extend to their heirs, executors, administrators, successors 
and assigns; but no change in the ownership of the land or in the ownership of, or rights to receive, royalties or shut-in royalties, however accomplished shall operate to 
enlarge the obligations or diminish the rights of Lessee; and no such change or division shall be binding upon Lessee for any purpose until 30 days after Lessee has 
been furnished by certified mail at Lessee's principal place of business with acceptable instruments or certified copies thereof constituting the chain of title from the 
original Lessor. If any such change in ownership occurs through the death of the owner, Lessee may, at its option, pay or tender any royalties or shut-in royalties in the 
name of the deceased or to his estate or to his heirs, executor or administrator until such time as Lessee has been furnished with evidence satisfactory to Lessee as to the 
persons entitled to such sums. An assignment of this lease in whole or in part shall, to the extent of such assignment, relieve and discharge Lessee of any obligations 
hereunder and, if Lessee or assignee of part or parts hereof shall fail or make default in the payment of the proportionate part of royalty or shut-in royalty due from such 
Lessee or assignee or fail to comply with any of the provisions of this lease, such default shall not affect this lease insofar as it covers a part of said lands upon which 
Lessee or any assignee thereof shall properly comply or make such payments. 

9. Should Lessee be prevented from complying with any express or implied covenant of this lease, or from conducting drilling or reworking operations hereunder, or 
from producing oil or gas hereunder by reason of scarcity or inability to obtain or use equipment or material, or by operation of force majeure, or by any Federal or state 
law or any order, rule or regulation of governmental authority, or governmental inactivity, 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 drilling or 
reworking operations or from producing oil or gas hereunder; and the time while Lessee is so prevented shall not be counted against Lessee, anything in this lease to the 
contrary notwithstanding. 



10. Lessor hereby warrants and agrees to defend the title to said land and agrees that Lessee at is option may discharge any tax, mortgage or other lien upon said land, 
and in the event Lessee does so it shall be subrogated to such lien with the right to enforce same and to apply royalties and shut-in royalties payable hereunder toward 
satisfying same. Without impairment of Lessee's rights under the warranty, if this lease covers a less interest in the oil and gas in all or any part of said land than the 
entire and undivided fee simple estate (whether Lessor's interest is herein specified or not) then the royalties, shut-in royalty, and other payments, if any, accruing from 
any part as to which this lease covers less than such full interest, shall be paid only in the proportion which the interest therein, i f any, covered by this lease, beats to the 
whole and undivided fee simple estate therein. Should any one or more of the parties named above as Lessors fail to execute this lease, it shall nevertheless be binding 
upon the party or parties executing the same. 

11. Lessee, its or his successors, heirs and assigns, shall have the right 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, or by placing a release thereof of record in the county in which said land is situated; thereupon Lessee 
shall be relieved from all obligations, expressed or implied, of this agreement as to acreage so surrendered, and thereafter the shut-in royalty payable hereunder shall be 
reduced in the proportion that the acreage covered hereby is reduced by said release or releases. 

Executed the day and year first above written. 

Marjorie M. Olds, individually and as Executrix of the 
Estate of Francis E. Olds, deceased 

ACKNOWLEDGMENT 

STATE OF OREGON 

COUNTY OF 

This instrument was acknowledged before me on the. 

and as Executrix of the Estate of Francis E. Olds, deceased. 

. day of_ 2007, by Marjorie M. Olds, individually 

Notary Public, State of Oregon 

My Commission Expires: 
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April 18, 2007 

Loleita Fay Patterson 
C/o Marco and Ruby Fox 
1402 West Clayton Ave. 
Lovington, NM 88250 

Re: Pyramid #1 
W/2 of Section 31, Township 14 South, Range 38 East 
Lea County, New Mexico 

Dear Mr. & Mrs. Fox: 

We are unable to locate a current address for Loleita Fay Pattereson. In conjunction with our 
proposal of April 6, 2007 to lease Loleita's undivided mineral interest in the above described 
lands, please be advised that our client, Cimarex Energy Co., proposes to drill a horizontal 
Wolfcamp test at the following location in Section 31, Township 14 South, Range 38 East, Lea 
County, New Mexico: 

• Surface Hole Location: 2210' FSL & 430' FWL 
• Bottom Hole Location: 330'FSL & 430'FWL 

Enclosed is a detailed AFE reflecting estimated well costs. 

If you wish to participate and pay your proportionate share of well costs, please execute the AFE 
and return to the undersigned as soon as possible. Otherwise, in lieu of being subject to a 
compulsory pooling, you have the option to lease your minerals at the terms previously proposed 
being: 

• $100/Acre, 1/5 Royalty, 3 years 

Please do not hesitate to contact us with any questions. We look forward to your response. 

U.S. Postal Service 
^•^r— • > • • r~i i—r> a m A l l ' >.-. ; r ^ f " ' ^ r , " i r ^ T 

Sincerely, 

SHAW INTERESTS 

Maner B. Shaw 
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AUTHORIZATION FOR EXPENDITURE 

COMPANY ENTITY 

Cimarex Energy Co. 
DATE PREPARED 

March 8, 2007 
1 REGION 

Permian 

WELL NAME 

Pyramid 

WELL NO 

1 

PROSPECTOR FIELD NAME 

Star-Denton 

PROPERTY NUMBER DRILLING AFE NO. 

LOCATION SHL 2210' FSL & 430' FWL 

BHL 330' FSL & 430' FWL 
Sec31,T14S, R38E 

COUNTY 

L e a 

STATE 

N e w M e x i c o 

TYPE WELL 

OIL X EXPL X 

GAS PROD ' 

ORIGINAL ESTIMATE X 

REVISED ESTIMATE 

SUPPLEMENTAL ESTIMATE 

EST. START DATE EST. COMP. DATE FORMATION EST. TD 

9800 TVD 
11600' MD 

PROJECT DESCRIPTION: 
Drill and complete a horizontal wolfcamp well. 

INTANGIBLES 

Intangible Drilling Costs 
Intangible Completion Costs 
TOTAL INTANGIBLE COSTS 

TANGIBLES 
Well Equipment 
Lease Equipment 
TOTAL TANGIBLE WELL COST 

PLUG AND ABANDON COST 

TOTAL WELL COST: 

DRY HOLE 
COST 

$2,463,180 

2,463,180 

132,000 

132,000 

60,000 

$2,655,180 

AFTER 
CASING POINT 

712,750 
712,750 

474,000 
84,000 

558,000 

(60,000) 

$1,210,750 

COMPLETED 
WELL COST 

$2,463,180 
712,750 

3,175,930 

606,000 
84,000 

690,000 

$3,865,930 

Comments on Well Costs: 
1: All tubulars, well or lease equipment is priced by COPAS and CEPS guidelines using the Historic Price Multiplier. 

WELL CONTROL INSURANCE: 

Unless otherwise indicated below, you, as a non-operating working interest owner, agree to be covered by Operator's well control 
insurance procured by Operator so long as Operator conducts operations hereunder and to pay your prorated share of the premiums 
therefore. If you elect to purchase your own well control insurance, you must provide a certificate of such insurance acceptable to 
Operator, as to form and limits, at the time this AFE is returned, if available, but in no event later than commencement of drilling 
operations. You agree that failure to provide the certificate of insurance, as provided herein, will result in your being covered by 
insurance procured by Operator. 

I elect to purchase my own well control insurance policy. 

Well control insurance procured by Operator, provides, among other terms, for $20,000,000 (100% W.I.) of Combined Single Limit 
coverage for well control and related redrilling and clean-up/pollution expense covering drilling (through completion) with a 
$1,000,000 (100% W.I.) deductible. 

Comments on AFE 

The above costs are estimates only and anticipate trouble free operations without any foreseeable change in plans. The actual costs 
may exceed the estimated costs without affecting the authorization for expenditure herein granted. By approval of this AFE, the 
working interest owner agrees to pay its proportionate share of actual legal, curative, regulatory and well costs under term of the joint 
operating agreement, regulatory order or other applicable agreement covering this well. 

#VALUEI 

CIMAREX ENERGY CO. APPROVAL 
PREPARED BY DRILLING AND COMPLETION MANAGER REGIONAL MANAGER 

Mark Audas, Sr. Drilling/Completion Engineer 
Permian Basin 

Doug Park, Mgr Drilling/Completion Operations 
Offshore and Permian Regions 

Roger Alexander, Regional Manager 
Permian Basin 

JOINT INTEREST APPROVAL 

4/16/2007 11:51 AM 



LEASE NAME: Pyramid 

PROJECT COST ESTIMATE 

WELL NO.: 

I N T A N G I B L E S 

D R Y H O L E 

C O S T 

A F T E R C A S I N G 

Codes POINT 

C O M P L E T E D 

W E L L C O S T 

ROADS & LOCATION PREPARATION / RESTORATION $100,000 i.OOO $108,000 

DAMAGES DIDC.105 $4,000 $1,000 $5,000 

MUD/FLUIDS DISPOSAL CHARGES $20,000 $20,000 $40,000 

DAY RATE 46 DH DAYS 5 ACP DAYS ( 17430 PER DAY DIDC.115 $801,780 $87,150 1,930 

MISC PREPARATION COST (mouse hole, rat hole, pads, pile clusters, misc.) DIDC.120 i,000 $8,000 

BITS $100,000 51,000 $101,000 

FUEL $2.20 PER GALLON DIDC.135 $111,000 $11,000 $122,000 

WATER / COMPLETION FLUIDS $32,200 DICC.135 $25,000 $57,200 

MUD & ADDITIVES $64,400 1,400 

SURFACE RENTALS $69,000 $45,000 $114,000 

DOWNHOLE RENTALS $144,000 $10,000 $154,000 

FORMATION EVALUATION (DST, Coring including evaluation, G&G SERVICES) 

MUD LOGGING 37 DAYS $900 PER DAY $47,000 $47,000 

OPEN HOLE LOGGING $65,000 $65,000 

CEMENTING & FLOAT EQUIPMENT $50,000 $40,000 $90,000 

TUBULAR INSPECTIONS $5,000 $2,500 $7,500 

CASING CREWS $12,000 $15,000 $27,000 

EXTRA LABOR, WELDING, ETC. $27,600 $5,000 $32,600 

LAND TRANSPORTATION (Trucking) $32,200 $7,000 $39,200 

SUPERVISION $51,000 $18,000 $69,000 

TRAILER HOUSE/CAMP/CATERING DIDC.280 $17,000 $2,500 $19,500 

OTHER MISC EXPENSES $5,000 $5,000 $10,000 

OVERHEAD $14,000 $4,200 $18,200 

REMEDIAL CEMENTING 

MOB/DEMOB $150,000 $150,000 

DIRECTIONAL DRILLING SERVICES 22 DAYS 9500 PER DAY $209,000 $209,000 

DOCK, DISPATCHER, CRANE DIDC.250 

MARINE & AIR TRANSPORTATION 

SOLIDS CONTROL $166,000 $166,000 

WELL CONTROL EQUIP (Snubbing services) $28,000 $16,800 $44,800 

FISHING & SIDETRACK OPERATIONS 

COMPLETION RIG 14 DAYS( 4400 PER DAY $61,600 $61,600 

COIL TUBING DAYS @ PER DAY 

COMPLETION LOGGING, PERFORATING, WL UNITS, WL SURVEYS DICC.200 $35,000 $35,000 

STIMULATION $220,000 $220,000 

LEGAL/REGULATORY/CURATIVE $10,000 DICC.280 $10,000 

WELL CONTROL INSURANCE $0.35 PER FOOT $3,000 $3,000 

CONTINGENCY 5% OF DRILLING INTANGIBLES $117,000 $32,000 $149,000 

CONSTRUCTION FOR WELL EQUIPMENT $1,000 $1,000 

CONSTRUCTION FOR LEASE EQUIPMENT $39,000 $39,000 

CONSTRUCTION FOR SALES P/L. 

SPPWMSI'r»i r cot> i $2;4b3,180 ,$71 £750 • • - 'Mia 
T A N G I B L E - W E L L E Q U I P M E N T 

CASING i SIZE FEET $/FOOT 

DRIVE PIPE 20" 40 100.00 $4,000 

CONDUCTOR PIPE 

WATER STRING 

SURFACE CASING 13-3/8" 250 42.00 11,000 

INTERMEDIATE CASING i-5/8" 4,500 23.40 105,000 $105,000 

DRILLING LINER 

DRILLING:LINER 

PRODUCTION CASING OR LINER 5 1/2" 156,000 $156,000 

PRODUCTION TIE-BACK 

TUBING 2 7/8" 12,000 6.50 78,000 

^ N \ \ \ \ \ V 

$78,000 

N/C WELL EQUIPMENT ),000 ),000 

WELLHEAD, TREE, CHOKES 12,000 $28,000 $40,000 

LINER HANGER, ISOLATION PACKER 

PACKER, NIPPLES $110,000 $110,000 

PUMPING UNIT, ENGINE $78,000 $78,000 

LIFT EQUIPMENT (BHP, Rods, Anchors) DLEQ.105 $15,000 $15,000 

T A N G I B L E - L E A S E E Q U I P M E N T 

N/C LEASE EQUIPMENT DLEQ.115 $44,000 $44,000 

TANKS, TANKS STEPS, STAIRS DLEQ.120 $21,000 $21,000 

BATTERY (HeaterTreater, Separator, Gas Treating Equipment) $18,000 $18,000 

FLOW LINES (Line Pipe from wellhead to central facility) $1,000 $1,000 

OFFSHORE PRODUCTION STRUCTURE FOR FACILITIES 

PIPELINES TO SALES DWEA.140 

$132 000 :$s.5s;ooo fg#;t$69MP.O 

P&A COSTS 60,000 (60,000) 

sil lsl l i -'$1,210,750 ,865,330 
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April 6, 2007 

Loleita Fay Patterson 
C/o Marco and Ruby Fox 
1402 West Clayton Ave. 
Lovington, NM 88250 

Re: Oil & Gas Lease 
Marco B. and Ruby O. Fox Trust dated 2-12-90 
W/2 of Section 31 
Township 14 South, Range 38 East 
Lots 3, 4, S/2NW/4, N/2SW/4, 
SW/4NE/4 and NW/4SE/4 of Section 6 
Township 15 South, Range 38 East 
Lea County, New Mexico 

Dear Ms. Patterson: 

According to our title research, you own an undivided 2.50062 net mineral acres under 
the above described lands. Enclosed is an Oil and Gas Lease for your review. The terms of this 
Lease are a $100.00 per net mineral acre bonus consideration, three (3) year paid-up primary 
term and three-sixteenths (3/16) royalty. 

If these terms are acceptable, please sign the lease in the presence of a Notary Public, and 
thereafter, return the lease along with the completed W-9 form to the above letterhead address. 
Upon receipt, subject to approval of title, we will process the Lease and forward you a check in 
the amount of $250.06 within thirty (30) days. 

Thank you for your attention to this matter. Should you have any questions, please 
not hesitate to call. 

Sincerely, 

SHAW INTERESTS 

do 

Tim Lilley 

-t-

tn 
a 

a 
ru 
m 
CZJ 

a 

Postage 

Certified Fee 
Postmark 

Return Receipt Fee 
(Endorsement Required) 

Here 

•Restricted Delivery Fee 
(Endorsement Required) 

Total Postage & Fees $ ̂ .q& 
Sent To 

Street, Apt. No.; 
or PO Box No. 

City, State, ZIP+4 



OIL & GAS LEASE 
THIS AGREEMENT made this 6th day of April, 2007, between Loleita Fay Patterson, herein dealing in her sole and separate property, as Lessor 

(whether one or more), C/o Marco and Ruby Fox, whose address is 1402 West Clayton Ave., Lovington, NM 88250, and Shaw Interests, Inc. whose address is 
P.O. Box 9612, Midland, Texas 79708, Lessee, 

WITNESSETH: 

1. Lessor, 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 the Lessee herein contained, hereby grants, leases and lets exclusively unto Lessee for the purpose of investigating, exploring, prospecting, drilling, and 
operating for and producing oil and gas, injecting gas, waters, other fluids, and air into subsurface strata, laying pipelines, storing oil, 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 following described land in 
Lea County, New Mexico, to-wit: 

Township 14 South. Range 38 East 
W/2 of Section 31 

Township 15 South, Range 38 East 
Lots 3, 4, S/2NW/4, N/2SW/4, SW/4NE/4 and NW/4SE/4 of Section 6 

Said land is estimated to comprise 640.15998 acres, whether it actually comprises more or less. 

2. Subject to the other provisions herein contained, this lease shall remain in force for a term of Three (3) years from this date (called "primary term") and as long 
thereafter as oil or gas is produced from said land or from land with which said land is pooled. 

3. The royalties to be paid by Lessee are: (a) on oil, and other liquid hydrocarbons saved at the well, three-sixteenths (3/16) of that produced and saved from said 
land, same to be delivered at the wells or to the credit of Lessor in the pipeline to which the wells may be connected; (b) on gas, including casinghead gas or other 
gaseous substance produced from said land and used off the premises or used in the manufacture of gasoline or other products, the market value at the well of three-
sixteenths (3/16) of the gas used, provided that on gas sold on or off the premises, the royalties shall be three-sixteenths (3/16) of the amount realized from such sale; 
(c) and at any time when this lease is not validated by other provisions hereof and there is a gas and/or condensate well on said land, or land pooled therewith, but gas or 
condensate is not being so sold or used and such well is shut in, either before or after production therefrom, then on or before 90 days after said well is shut in, and 
thereafter at annual intervals, Lessee may pay or tender an advance shut-in royalty equal to $1.00 per net acre of Lessor's gas acreage then 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 it shall be considered under all clauses 
hereof that gas is being produced from the leased premises in paying quantities. Each such payment shall be paid or tendered to the party or parties who at the time of 
such payment would be entitled to receive the royalties which would be paid under this lease if the well were in fact producing. The payment or tender of royalties and 
shut-in royalties may be made by check or draft. Any timely payment or tender of shut-in royalty which is made in a bona fide attempt to make proper payment, but 
which is erroneous in whole .or in part as to parties or amounts, shall nevertheless be sufficient to prevent termination of this lease in the same manner as though a 
proper payment had been made if Lessee shall correct such error within 30 days after Lessee has received written notice thereof by certified mail from the 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 of gas on or off 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 to applicable 
regulatory orders and after application of 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 off the leased premises) or transports gas off the leased premises, Lessee in computing royalty hereunder may deduct 
from such price a reasonable charge for each of such functions performed. 

4. This is a paid-up lease and Lessee shall not be obligated during the primary term hereof to commence or continue any operations of 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 to relieve Lessee of the obligation 
to pay royalties on actual production pursuant to the provisions of Paragraph 3 hereof. 

5. Lessee is hereby granted the right and power, from time to time, to pool or combine this lease, the land covered by it or any part or horizon thereof with any other 
land, leases, mineral estates or parts thereof for the production of oil or gas. Units pooled hereunder shall not exceed the standard proration unit fixed by law or by the 
Oil Conservation Division of the Energy and Minerals Department of the State of New Mexico or by any other lawful authority for the pool or area in which said land is 
situated, plus a tolerance often percent. Lessee shall file written unit designations in the county in which the premises are located and such units may be designated 
from time to time and either before or after the completion of wells. Drilling operations on or production from any part of any such unit shall be considered for all 
purposes, except the payment of royalty, as operations conducted upon or production from the land described in this lease. There shall be allocated to the land covered 
by this lease included in any such unit that portion of the total production of pooled minerals from wells in the unit, after deducting any used in lease or unit operations, 
which the net oil or gas acreage in the land covered by this lease included in the unit bears to the total number of surface acres in the unit. The production so allocated 
shall be considered for all purposes, including the payment or delivery of royalty, to be the entire production of pooled minerals from the portion of said land covered 
hereby and included in said unit in the same manner as though produced from said land under the terms of this lease. Any pooled unit designated by Lessee, as 
provided herein, may be dissolved by Lessee by recording an appropriate instrument in the County where the land is situated at any time after the completion of a dry 
hole or the cessation of production on said unit. 

6. If at the expiration of the primary term there is no well upon said land capable of producing oil or gas, but Lessee has commenced operations for drilling or 
reworking thereon, this lease shall remain in force so long as operations are prosecuted with no cessation of more than 60 consecutive days, whether such operations be 
on the same well or on a different or additional well or wells, and if they result in the production of oil or gas, so long thereafter as oil or gas is produced from said land. 
If, after the expiration of the primary term, all wells upon said land should become incapable of producing for any cause, this lease shall not terminate i f Lessee 
commences operations for additional drilling or for reworking within 60 days thereafter. I f any drilling, additional drilling, or reworking operations hereunder result in 
production, then this lease shall remain in full force so long thereafter as oil or 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 all operations hereunder, and the royalty shall be 
computed after deducting any so used. Lessee shall have the right at any time during or after the expiration of this lease to remove all property and fixtures placed by 
Lessee on said land, including the right to draw and remove all casing. When required by Lessor, Lessee will bury all pipe lines on cultivated lands below ordinary 
plow depth, and no well shall be drilled within two hundred feet (200 ft.) of any residence or barn now on said land without Lessor's consent. Lessor shall have the 
privilege, at his risk and expense, of using gas from any gas well on said land for stoves and inside lights in the principal dwelling thereon, out of any surplus gas not 
needed for operations hereunder. 

8. The rights of either party hereunder may be assigned in whole or in part and the provisions hereof shall extend to their heirs, executors, administrators, successors 
and assigns; but no change in the ownership of the land or in the ownership of, or rights to receive, royalties or shut-in royalties, however accomplished shall operate to 
enlarge the obligations or diminish the rights of Lessee; and no such change or division shall be binding upon Lessee for any purpose until 30 days after Lessee has 
been furnished by certified mail at Lessee's principal place of business with acceptable instruments or certified copies thereof constituting the chain of title from the 
original Lessor. If any such change in ownership occurs through the death of the owner, Lessee may, at its option, pay or tender any royalties or shut-in royalties in the 
name of the deceased or to his estate or to his heirs, executor or administrator until such time as Lessee has been furnished with evidence satisfactory to Lessee as to the 
persons entitled to such sums. An assignment of this lease in whole or in part shall, to the extent of such assignment, relieve and discharge Lessee of any obligations 
hereunder and, if Lessee or assignee of part or parts hereof shall fail or make default in the payment of the proportionate part of royalty or shut-in royalty due from such 
Lessee or assignee or fail to comply with any of the provisions of this lease, such default shall not affect this lease insofar as it covers a part of said lands upon which 
Lessee or any assignee thereof shall properly comply or make such payments. 

9. Should Lessee be prevented from complying with any express or implied covenant of this lease, or from conducting drilling or reworking operations hereunder, or 
from producing oil or gas hereunder by reason of scarcity or inability to obtain or use equipment or material, or by operation of force majeure, or by any Federal or state 
law or any order, rule or regulation of governmental authority, or governmental inactivity, 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 drilling or 
reworking operations or from producing oil or gas hereunder; and the time while Lessee is so prevented shall not be counted against Lessee, anything in this lease to the 
contrary notwithstanding. 



10. Lessor hereby warrants and agrees to defend the title to said land and agrees that Lessee at is option may discharge any tax, mortgage or other lien upon said land, 
and in the event Lessee does so it shall be subrogated to such lien with the right to enforce same and to apply royalties and shut-in royalties payable hereunder toward 
satisfying same. Without impairment of Lessee's rights under the warranty, if this lease covers a less interest in the oil and gas in all or any part of said land than the 
entire and undivided fee simple estate (whether Lessor's interest is herein specified .or not) then the royalties, shut-in royalty, and other payments, if any, accruing from 
any part as to which this lease covers less than such full interest, shall be paid only in the proportion which the interest therein, if any, covered by this lease, bears to the 
whole and undivided fee simple estate therein. Should any one or more of the parties named above as Lessors fail to execute this lease,, it shall nevertheless be binding 
upon the party or parties executing the same. 

11. Lessee, its or his successors, heirs and assigns, shall have the right 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, or by placing a release thereof of record in the county in which said land is situated; thereupon Lessee 
shall be relieved from all obligations, expressed or implied, of this agreement as to acreage so surrendered, and thereafter the shut-in royalty payable hereunder shall be 
reduced in the proportion that the acreage covered hereby is reduced by said release or releases. 

Executed the day and year first above written. 

Loleita Fay Patterson 

ACKNOWLEDGMENT 

STATE OF NEW MEXICO § 
§ 
§ COUNTY OF 

This instrument was acknowledged before me on the day of ., 2007, by Loleita Fay Patterson. 

Notary Public, State of New Mexico 

My Commission Expires: 
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April 11,2007 

Elaine and James Wolf 
403 Arbana Avenue 
Ann Arbor, MI 48103 

Re: Oil & Gas Lease 
W/2 of Section 31 
Township 14 South, Range 38 East 
Lots 3, 4, S/2NW/4, N/2SW/4, 
SW/4NE/4 and NW/4SE/4 of Section 6 
Township 15 South, Range 38 East 
Lea County, New Mexico 

Dear Elaine and James: 

According to our title research you own an undivided .9093726 net mineral acres under 
the above described lands. Enclosed is an Oil and Gas Lease for your review. The terms of this 
lease are a $100.00 flat fee bonus consideration, three (3) year paid-up primary term and one-
fifth (1/5) royalty. 

If these terms are acceptable, please sign the lease in the presence of a Notary Public, and 
thereafter, return the lease along with the completed W-9 form to the above letterhead address. 
Upon receipt, subject to approval of title, we will process the Lease and forward you a check in 
the amount of $100.00 within thirty (30) days. 

Thank you for your attention to this matter. Should you have any questions, please do 
not hesitate to call. 

Sincerely, 

SHAW INTERESTS 

Tim Lilley 
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April 17, 2007 

Elaine and James Wolf 
403 Arbana Avenue 
Ann Arbor, MI 48103 

Re: Pyramid #1 
W/2 of Section 31, Township 14 South, Range 38 East 
Lea County, New Mexico 

Dear Elaine & James: 

In conjunction with our proposal of April 11, 2007 to lease your undivided mineral interest in the 
above described lands, please be advised that our client, Cimarex Energy Co., proposes to drill a 
horizontal Wolfcamp test at the following location in Section 31, Township 14 South, Range 38 
East, Lea County, New Mexico: 

. Surface Hole Location: 2210'FSL & 430'FWL 
• Bottom Hole Location: 330'FSL & 430'FWL 

Enclosed is a detailed AFE reflecting estimated well costs. 

If you wish to participate and pay your proportionate share of well costs, please execute the AFE 
and return to the undersigned as soon as possible. Otherwise, in lieu of being subject to a 
compulsory pooling, you have the option to lease your minerals at the terms previously proposed 
being: 

• $ 100/Acre, 115 Royalty, 3 years 

Please do not hesitate to contact us with any questions. We look forward to your response. 

Sincerely, 

SHAW INTERESTS 

Maner B. Shaw 

U.S^Postal Service 

CERTIFIED MAIL RECEIPT 

StreeY.Apt'.'No'-' 
or PO Box No. ' 

City,''State,'"zTp+4" 



AUTHORIZATION FOR EXPENDITURE 

COMPANY ENTITY 

Cimarex Energy Co. 
DATE PREPARED 

March 8, 2007 
j REGION 

Permian 

WELL NAME 

Pyramid 

WELL NO 

1 

PROSPECT OR FIELD NAME 

Star-Denton 

PROPERTY NUMBER DRILLING AFE NO. 

LOCATION SHL 2210'FSL & 430'FWL 
BHL 330' FSL & 430' FWL 
Sec 31.T14S, R38E 

COUNTY 

Lea 

STATE 

New Mexico 

TYPE WELL 

OIL X EXPL X 

GAS PROD 

ORIGINAL ESTIMATE X 

REVISED ESTIMATE 

SUPPLEMENTAL ESTIMATE 

EST. START DATE EST. COMP. DATE FORMATION EST. TD 

9800 TVD 
11600' MD 

PROJECT DESCRIPTION: 
Drill and complete a horizontal wolfcamp well. 

INTANGIBLES 

Intangible Drilling Costs 
Intangible Completion Costs 
TOTAL INTANGIBLE COSTS 

TANGIBLES 
Well Equipment 
Lease Equipment 
TOTAL TANGIBLE WELL COST 

PLUG AND ABANDON COST 

TOTAL WELL COST: 

DRY HOLE 
COST 

$2,463,180 

2,463,180 

132,000 

132,000 

60,000 

$2,655,180 

AFTER 
CASING POINT 

712,750 
712,750 

474,000 
84,000 

558,000 

(60,000) 

$1,210,750 

COMPLETED 
WELL COST 

$2,463,180 
712,750 

Comments on Well Costs: 
1. All tubulars, well or lease equipment is priced by COPAS and CEPS guidelines using the Historic Price Multiplier. 

3,175,930 

606,000 
84,000 

690,000 

$3,865,930 

WELL CONTROL INSURANCE: 

Unless otherwise indicated below, you, as a non-operating working interest owner, agree to be covered by Operator's well control 
insurance procured by Operator so long as Operator conducts operations hereunder and to pay your prorated share of the premiums 
therefore. If you elect to purchase your own well control insurance, you must provide a certificate of such insurance acceptable to 
Operator, as to form and limits, at the time this AFE is returned, if available, but in no event later than commencement of drilling 
operations. You agree that failure to provide the certificate of insurance, as provided herein, will result in your being covered by 
insurance procured by Operator. 

I elect to purchase my own well control insurance policy. 

Well control insurance procured by Operator, provides, among other terms, for $20,000,000 (100% W.I.) of Combined Single Limit 
coverage for well control and related redrilling and clean-up/pollution expense covering drilling (through completion) with a 
$1,000,000 (100% W.I.) deductible. 

Comments on AFE 

The above costs are estimates only and anticipate trouble free operations without any foreseeable change in plans. The actual costs 
may exceed the estimated costs without affecting the authorization for expenditure herein granted. By approval of this AFE, the 
working interest owner agrees to pay its proportionate share of actual legal, curative, regulatory and well costs under term of the joint 
operating agreement, regulatory order or other applicable agreement covering this well. 

#VALUEI 

CIMAREX ENERGY CO. APPROVAL 
PREPARED BY 

Mark Audas, Sr. Drilling/Completion Engineer 
Permian Basin 

DRILLING AND COMPLETION MANAGER 

Doug Park, Mgr Drilling/Completion Operations 
Offshore and Permian Regions 

REGIONAL MANAGER 

Roger Alexander, Regional Manager 
Permian Basin 

JOINT INTEREST APPROVAL 
COMPANY BY DATE 

4/16/2007 11:51 AM 



PROJECT COST ESTIMATE 

LEASE NAME: Pyramid WELL NO.: 

I N T A N G I B L E S 

D R Y H O L E 

C O S T 

A F T E R C A S I N G 

Codes POINT 

C O M P L E T E D 

W E L L C O S T 

ROADS & LOCATION PREPARATION / RESTORATION $100,000 8,000 $108,000 

DAMAGES DIDC.105 $4,000 $1,000 $5,000 

MUD/FLUIDS DISPOSAL CHARGES $20,000 $20,000 $40,000 

DAY RATE 46 DH DAYS 5 ACP DAYS ( 17430 PER DAY $801,780 7,150 $888,930 

MISC PREPARATION COST (mouse hole, rat hole, pads, pile clusters, misc.) DIDC.120 $8,000 $8,000 

BITS $100,000 $1,000 $101,000 

FUEL $2.20 PER GALLON $111,000 $11,000 $122,000 

WATER / COMPLETION FLUIDS $32,200 $25,000 $57,200 

MUD & ADDITIVES $64,400 $64,400 

SURFACE RENTALS $69,000 $45,000 $114,000 

DOWNHOLE RENTALS $144,000 $10,000 $154,000 

FORMATION EVALUATION (DST, Coring including evaluation, G&G SERVICES) 

MUD LOGGING 37 DAYS @ $900 PER DAY $47,000 $47,000 

OPEN HOLE LOGGING $65,000 $65,000 

CEMENTING & FLOAT EQUIPMENT $50,000 $40,000 $90,000 

TUBULAR INSPECTIONS $5,000 $2,500 $7,500 

CASING CREWS $12,000 $15,000 $27,000 

EXTRA LABOR, WELDING, ETC. $27,600 $5,000 $32,600 

LAND TRANSPORTATION (Trucking) $32,200 $7,000 $39,200 

SUPERVISION $51,000 $18,000 ),000 

TRAILER HOUSE/CAMP/CATERING $17,000 $2,500 $19,500 

OTHER MISC EXPENSES $5,000 $5,000 $10,000 

OVERHEAD $14,000 1,200 $18,200 

REMEDIAL CEMENTING 

MOB/DEMOB $150,000 {150,000 

DIRECTIONAL DRILLING SERVICES 22 DAYS 9500 PER DAY $209,000 $209,000 

DOCK, DISPATCHER, CRANE 

MARINE & AIR TRANSPORTATION 

SOLIDS CONTROL $166,000 $166,000 

WELL CONTROL EQUIP (Snubbing services) $28,000 $16,800 $44,800 

FISHING & SIDETRACK OPERATIONS 

COMPLETION RIG 14 DAYS « 4400 PER DAY $61,600 $61,600 

COIL TUBING DAYS @ PER DAY 

COMPLETION LOGGING, PERFORATING, WL UNITS, WL SURVEYS $35,000 $35,000 

STIMULATION $220,000 $220,000 

LEGAL/REGULATORY/CURATIVE $10,000 $10,000 

WELL CONTROL INSURANCE $0.35 PER FOOT $3,000 $3,000 

CONTINGENCY 5% OF DRILLING INTANGIBLES $117,000 $32,000 $149,000 

CONSTRUCTION FOR WELL EQUIPMENT $1,000 $1,000 

CONSTRUCTION FOR LEASE EQUIPMENT $39,000 $39,000 

CONSTRUCTION FOR SALES P/L 

$2,463 180 t- *%7A 2,750 $3,175~,fl30 

T A N G I B L E - W E L L E Q U I P M E N T 

CASING < FEET S/FOOT 

DRIVE PIPE 40 100.00 4,000 $4,000 

CONDUCTOR PIPE 

WATER STRING 

SURFACE CASING 13-3/8" 250 42.00 $11,000 

INTERMEDIATE CASING 8-5/8" 4,500 23.40 105,000 $105,000 

DRILLINGLINER 

DRILLINGLINER 

PRODUCTION CASING OR LINER 5 1/2" 15.90 $156,000 

PRODUCTION TIE-BACK 

TUBING 2 7/8" 12,000 6.50 78,000 $78,000 

N/C WELL EQUIPMENT 9,000 $9,000 

WELLHEAD, TREE, CHOKES 12,000 $28,000 $40,000 

LINER HANGER, ISOLATION PACKER 

PACKER, NIPPLES $110,000 $110,000 

PUMPING UNIT, ENGINE $78,000 $78,000 

LIFT EQUIPMENT (BHP, Rods, Anchors) $15,000 $15,000 

T A N G I B L E - L E A S E E Q U I P M E N T 

N/C LEASE EQUIPMENT $44,000 $44,000 

TANKS, TANKS STEPS, STAIRS $21,000 $21,000 

BATTERY(HeaterTreater, Separator, Gas Treating Equipment) $18,000 $18,000 

FLOW LINES (Line Pipe from wellhead to central facility) $1,000 $1,000 

OFFSHORE PRODUCTION STRUCTURE FOR FACILITIES 

PIPELINES TO SALES 

$132 000 $5jP"f|fj 

P&A COSTS 60,000 (60,000) 

,,$2)655,180 $1,210,750 i ; . $3,865,930 



OIL & GAS LEASE 
THIS AGREEMENT made this l l " 1 day of April 2007, between Elaine Wolf and husband, James Wolf, as Lessor (whether one or more), whose address is 403 
Arbana Avenue, Ann Arbor, M I 48103, and Shaw Interests, Inc. whose address is 310 W. Wall St., Ste. 305, Midland, Texas 79701, Lessee, 

WITNESSETH: 

1. Lessor, 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 the Lessee herein contained, hereby grants, leases and lets exclusively unto Lessee for the purpose of investigating, exploring, prospecting, drilling, and 
operating for and producing oil and gas, injecting gas, waters, other fluids, and air into subsurface strata, laying pipelines, storing oil, 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 following described land in 
Lea County, New Mexico, to-wit: 

Township 14 South, Range 38 East 
W/2 of Section 31 

Township 15 South, Range 38 East 
Lots 3, 4, S/2NW/4, N/2SW/4, SW/4NE/4 and NW/4SE/4 of Section 6 

Said land is estimated to comprise 640.15998 acres, whether it actually comprises more or less. 

2. Subject to the other provisions herein contained, this lease shall remain in force for a term of Three (3) years from this date (called "primary term") and as long 
thereafter as oil or gas is produced from said land or from land with which said land is pooled. 

3. The royalties to be paid by Lessee are: (a) on oil, and other liquid hydrocarbons saved at the well, one-fifth (1/5) of that produced and saved fromsaid land, same to 
be delivered at the wells or to the credit of Lessor in the pipeline to which the wells may be connected; (b) on gas, including casinghead gas or other gaseous substance 
produced from said land and used off the premises or used in the manufacture of gasoline or other products, the market value at the well of one-fifth (1/5) of the gas 
used, provided that on gas sold on or off the premises, the royalties shall be one-fifth (1/5) of the amount realized from such sale; (c) and at any time when this lease is 
not validated by other provisions hereof and there is a gas and/or condensate well on said land, or land pooled therewith, but gas or condensate is not being so sold or 
used and such well is shut in, either before or after production therefrom, then on or before 90 days after said well is shut in, and thereafter at annual intervals, Lessee 
may pay or tender an advance shut-in royalty equal to $1.00 per net acre of Lessor's gas acreage then 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 it shall be considered under all clauses hereof that gas is being produced from 
the leased premises in paying quantities. Each such payment shall be paid or tendered to the party or parties who at the time of such payment would be entitled to 
receive the royalties which would be paid under this lease if the well were in fact producing. The payment or tender of royalties and shut-in royalties may be made by 
check or draft. Any timely payment or tender of shut-in royalty which is made in a bona fide attempt to make proper payment, but which is erroneous in whole or in 
part as to parties or amounts, shall nevertheless be sufficient to prevent termination of this lease in the same manner as though a proper payment had been made if 
Lessee shall correct such error within 30 days after Lessee has received written notice thereof by certified mail from the 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 of gas 
on or off 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 to applicable regulatory orders and after 
application of 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 off the leased premises) or transports gas off the leased premises, Lessee in computing royalty hereunder may deduct from such price a reasonable 
charge for each of such functions performed. 

4. This is a paid-up lease and Lessee shall not be obligated during the primary term hereof to commence or continue any operations of 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 to relieve Lessee of the obligation 
to pay royalties on actual production pursuant to the provisions of Paragraph 3 hereof. 

5. Lessee is hereby granted the right and power, from time to time, to pool or combine this lease, the land covered by it or any part or horizon thereof with any other 
land, leases, mineral estates or parts thereof for the production of oil or gas. Units pooled hereunder shall not exceed the standard proration unit fixed by law or by the 
Oil Conservation Division of the Energy and Minerals Department of the State of New Mexico or by any other lawful authority for the pool or area in which said land is 
situated, plus a tolerance of ten percent. Lessee shall file written unit designations in the county in which the premises are located and such units may be designated 
from time to time and either before or after the completion of wells. Drilling operations on or production from any part of any such unit shall be considered for all 
purposes, except the payment of royalty, as operations conducted upon or production from the land described in this lease. There shall be allocated to the land covered 
by this lease included in any such unit that portion of the total production of pooled minerals from wells in the unit, after deducting any used in lease or unit operations, 
which the net oil or gas acreage in the land covered by this lease included in the unit bears to the total number of surface acres in the unit. The production so allocated 
shall be considered for all purposes, including the payment or delivery of royalty, to be the entire production of pooled minerals from the portion of said land covered 
hereby and included in said unit in the same manner as though produced from said land under the terms of this lease. Any pooled unit designated by Lessee, as 
provided herein, may be dissolved by Lessee by recording an appropriate instrument in the County where the land is situated at any time after the completion of a dry 
hole or the cessation of production on said unit. 

6. If at the expiration of the primary term there is no well upon said land capable of producing oil or gas, but Lessee has commenced operations for drilling or 
reworking thereon, this lease shall remain in force so long as operations are prosecuted with no cessation of more than 60 consecutive days, whether such operations be 
on the same well or on a different or additional well or wells, and if they result in the production of oil or gas, so long thereafter as oil or gas is produced from said land. 
If, after the expiration of the primary term, all wells upon said land should become incapable of producing for any cause, this lease shall not terminate if Lessee 
commences operations for additional drilling or for reworking within 60 days thereafter. If any drilling, additional drilling, or reworking operations hereunder result in 
production, then this lease shall remain in full force so long thereafter as oil or 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 all operations hereunder, and the royalty shall be 
computed after deducting any so used. Lessee shall have the right at any time during or after the expiration of this lease to remove all property and fixtures placed by 
Lessee on said land, including the right to draw and remove all casing. When required by Lessor, Lessee will bury all pipe lines on cultivated lands below ordinary 
plow depth, and no well shall be drilled within two hundred feet (200 ft.) of any residence or barn now on said land without Lessor's consent. Lessor shall have the 
privilege, at his risk and expense, of using gas from any gas well on said land for stoves and inside lights in the principal dwelling thereon, out of any surplus gas not 
needed for operations hereunder. 

8. The rights of either party hereunder may be assigned in whole or in part and the provisions hereof shall extend to their heirs, executors, administrators, successors 
and assigns; but no change in the ownership of the land or in the ownership of, or rights to receive, royalties or shut-in royalties, however accomplished shall operate to 
enlarge the obligations or diminish the rights of Lessee; and no such change or division shall be binding upon Lessee for any purpose until 30 days after Lessee has 
been furnished by certified mail at Lessee's principal place of business with acceptable instruments or certified copies thereof constituting the chain of title from the 
original Lessor. If any such change in ownership occurs through the death of the owner, Lessee may, at its option, pay or tender any royalties or shut-in royalties in the 
name of the deceased or to his estate or to his heirs, executor or administrator until such time as Lessee has been furnished with evidence satisfactory to Lessee as to the 
persons entitled to such sums. An assignment of this lease in whole or in part shall, to the extent of such assignment, relieve and discharge Lessee of any obligations 
hereunder and, if Lessee or assignee of part or parts hereof shall fail or make default in the payment of the proportionate part of royalty or shut-in royalty due from such 
Lessee or assignee or fail to comply with any of the provisions of this lease, such default shall not affect this lease insofar as it covers a part of said lands upon which 
Lessee or any assignee thereof shall properly comply or make such payments. 

9. Should Lessee be prevented from complying with any express or implied covenant of this lease, or from conducting drilling or reworking operations hereunder, or 
from producing oil or gas hereunder by reason of scarcity or inability to obtain or use equipment or material, or by operation of force majeure, or by any Federal or state 
law or any order, rule or regulation of governmental authority, or governmental inactivity, 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 drilling or 
reworking operations or from producing oil or gas hereunder; and the time while Lessee is so prevented shall not be counted against Lessee, anything in this lease to the 
contrary notwithstanding. 



10. Lessor hereby warrants and agrees to defend the title to said land and agrees that Lessee at is option may discharge any tax, mortgage or other lien upon said land, 
and in the event Lessee does so it shall be subrogated to such lien with the right to enforce same and to apply royalties and shut-in royalties payable hereunder toward 
satisfying same. Without impairment of Lessee's rights under the warranty, if this lease covers a less interest in the oil and gas in all or any part of said land than the 
entire and undivided fee simple estate (whether Lessor's interest is herein specified or not) then the royalties, shut-in royalty, and other payments, if any, accruing from 
any part as to which this lease covers less than such full interest, shall be paid only in the proportion which the interest therein, if any, covered by this lease, bears to the 
whole and undivided fee simple estate therein. Should any one or more of the parties named above as Lessors fail to execute this lease, it shall nevertheless be binding 
upon the party or parties executing the same. 

11. Lessee, its or his successors, heirs and assigns, shall have the right 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, or by placing a release thereof of record in the county in which said land is situated; thereupon Lessee 
shall be relieved from all obligations, expressed or implied, of this agreement as to acreage so surrendered, and thereafter the shut-in royalty payable hereunder shall be 
reduced in the proportion that the acreage covered hereby is reduced by said release or releases. 

Executed the day and year first above written. 

Elaine Wolf James Wolf 

ACKNOWLEDGMENT 

STATE OF MICHIGAN § 
§ 
§ COUNTY OF 

This instrument was acknowledged before me on the day of 2007, by Elaine Wolf. 

Notary Public, State of Michigan 

My Commission Expires: 

ACKNOWLEDGMENT 

STATE OF MICHIGAN § 
§ 
§ COUNTY OF 

This instrument was acknowledged before me on the day of 2007, by James Wolf. 

Notary Public, State of Michigan 

My Commission Expires: 
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April 17, 2007 

Hollis G. Gerrish 
C/o Marguerite C. Buckley . I 
9446 Litzsingle Road r — ^ T f r t ^ > W ^ 6 & ^ 6 L & ^ Q & Z - \M&-fS> K 

St. Louis, MO 63144 - f e t ^ 6 < £ t _ C ^ e ^ ^ ^ d ^ ^ t . ^ V l U j ^ ^ 

Re: Pyramid #1 
W/2 of Section 31, Township 14 South, Range 38 East 
Lea County, New Mexico 

Dear Ms. Buckley: 

In conjunction with our proposal of April 6, 2007 to lease your undivided mineral interest in the 
above described lands, please be advised that our client, Cimarex Energy Co., proposes to drill a 
horizontal Wolfcamp test at the following location in Section 31, Township 14 South, Range 38 
East, Lea County, New Mexico: 

. Surface Hole Location: 2210'FSL & 430'FWL 

. Bottom Hole Location: 330' FSL & 430' FWL 

Enclosed is a detailed AFE reflecting estimated well costs. 

If you wish to participate and pay your proportionate share of well costs, please execute the AFE 
and return to the undersigned as soon as possible. Otherwise, in lieu of being subject to a 
compulsory pooling, you have the option to lease your minerals at the terms previously proposed 
being: 

• $100/Acre, 1/5 Royalty, 3 years 

Please do not hesitate to contact us with any questions. We look forward to your response. 

Sincerely, 



AUTHORIZATION FOR EXPENDITURE 

COMPANY ENTITY 

Cimarex Energy Co. 
DATE PREPARED 

March 8, 2007 
; REGION 

Permian 

WELL NAME 

Pyramid 

WELL NO 

1 

PROSPECT OR FIELD NAME 

Star-Denton 

PROPERTY NUMBER DRILLING AFE NO. 

LOCATION SHL 2210' FSL & 430' FWL 

BHL 330' FSL & 430' FWL 
Sec 31.T14S, R38E 

COUNTY 

Lea 

STATE 

New Mexico 

TYPE WELL 

OIL X EXPL X 

GAS PROD 

ORIGINAL ESTIMATE x 

REVISED ESTIMATE 

SUPPLEMENTAL ESTIMATE 

EST. START DATE EST. COMP. DATE FORMATION EST. TD 

9800 TVD 
11600' MD 

PROJECT DESCRIPTION: 
Drill and complete a horizontal wolfcamp well. 

INTANGIBLES 

Intangible Drilling Costs 
Intangible Completion Costs 
TOTAL INTANGIBLE COSTS 

TANGIBLES 
Well Equipment 
Lease Equipment 
TOTAL TANGIBLE WELL COST 

PLUG AND ABANDON COST 

TOTAL WELL COST: 

DRY HOLE 
COST 

$2,463,180 

2,463,180 

132,000 

132,000 

60,000 

$2,655,180 

AFTER 
CASING POINT 

712,750 
712,750 

474,000 
84,000 

558,000 

(60,000) 

$1,210,750 

COMPLETED 
WELL COST 

$2,463,180 
712,750 

Comments on Well Costs: 
1i All tubulars, well or lease equipment is priced by COPAS and CEPS guidelines using the Historic Price Multiplier. 

3,175,930 

606,000 
84,000 

690,000 

$3,865,930 

WELL CONTROL INSURANCE: 

Unless otherwise indicated below, you, as a non-operating working interest owner, agree to be covered by Operator's well control 
insurance procured by Operator so long as Operator conducts operations hereunder and to pay your prorated share of the premiums 
therefore. If you elect to purchase your own well control insurance, you must provide a certificate of such insurance acceptable to 
Operator, as to form and limits, at the time this AFE is returned, if available, but in no event later than commencement of drilling 
operations. You agree that failure to provide the certificate of insurance, as provided herein, will result in your being covered by 
insurance procured by Operator. 

I elect to purchase my own well control insurance policy. 

Well control insurance procured by Operator, provides, among other terms, for $20,000,000 (100% W.I.) of Combined Single Limit 
coverage for well control and related redrilling and clean-up/pollution expense covering drilling (through completion) with a 
$1,000,000 (100% W.I.) deductible. 

Comments on AFE 

The above costs are estimates only and anticipate trouble free operations without any foreseeable change in plans. The actual costs 
may exceed the estimated costs without affecting the authorization for expenditure herein granted. By approval of this AFE, the 
working interest owner agrees to pay its proportionate share of actual legal, curative, regulatory and well costs under term of the joint 
operating agreement, regulatory order or other applicable agreement covering this well. 

#VALUEl 

CIMAREX ENERGY CO. APPROVAL 
PREPARED BY DRILLING AND COMPLETION MANAGER REGIONAL MANAGER 

Mark Audas, Sr. Drilling/Completion Engineer 
Permian Basin 

Doug Park, Mgr Drilling/Completion Operations 
Offshore and Permian Regions 

Roger Alexander, Regional Manager 
Permian Basin 

JOINT INTEREST APPROVAL 
COMPANY BY DATE 

4/16/2007 11:51 AM 



CIMAREy PROJECT COST ESTIMATE 

LEASE NAME: Pyramid WELL NO.: 

I N T A N G I B L E S Codes 

D R Y H O L E 

C O S T 

A F T E R C A S I N G 

Codes POINT 

C O M P L E T E D 

W E L L C O S T 

ROADS & LOCATION PREPARATION / RESTORATION $100,000 i,000 

DAMAGES DIDC.105 $4,000 •ICC.105 $1,000 

MUD/FLUIDS DISPOSAL CHARGES $20,000 $20,000 

DAY RATE 46 DH DAYS 5 ACP DAYS ( 17430 PER DAY $801,780 $87,150 

MISC PREPARATION COST (mouse hole, rat hole, pads, pile clusters, misc.) $8,000 

BITS $100,000 $1,000 

FUEL $2.20 PER GALLON $111,000 $11,000 

WATER / COMPLETION FLUIDS DIDC.140 $32,200 $25,000 

MUD & ADDITIVES $64,400 

SURFACE RENTALS DIDC.150 $69,000 $45,000 

DOWNHOLE RENTALS DIDC.155 $144,000 DICC.145 $10,000 

FORMATION EVALUATION (DST, Coring including evaluation, G&G SERVICES) DIDC.160 

MUD LOGGING 37 DAYS @ $900 PER DAY DIDC.170 $47,000 

OPEN HOLE LOGGING $65,000 

CEMENTING & FLOAT EQUIPMENT DIDC.185 $50,000 $40,000 

TUBULAR INSPECTIONS $5,000 $2,500 

CASING CREWS $12,000 $15,000 

EXTRA LABOR, WELDING, ETC. $27,600 $5,000 

LAND TRANSPORTATION (Trucking) $32,200 $7,000 

SUPERVISION $51,000 $18,000 

TRAILER HOUSE/CAMP/CATERING $17,000 $2,500 

OTHER MISC EXPENSES DIDC.220 $5,000 $5,000 

OVERHEAD DIDC.225 $14,000 $4,200 

REMEDIAL CEMENTING DIDC.231 DICC.215 

MOB/DEMOB DIDC.240 $150,000 

DIRECTIONAL DRILLING SERVICES 22 DAYS @ 9500 PER DAY $209,000 

DOCK, DISPATCHER, CRANE DIDC.250 DICC.230 

MARINE & AIR TRANSPORTATION 

SOLIDS CONTROL $166,000 

WELL CONTROL EQUIP (Snubbing services) $28,000 $16,800 

FISHING & SIDETRACK OPERATIONS 

COMPLETION RIG 14 DAYS( 4400 PER DAY $61,600 

COIL TUBING DAYS @ PER DAY 

COMPLETION LOGGING, PERFORATING, WL UNITS, WL SURVEYS $35,000 

STIMULATION $220,000 

LEGAL/REGULATORY/CURATIVE $10,000 

WELL CONTROL INSURANCE $0.35 PER FOOT $3,000 

CONTINGENCY 5% OF DRILLING INTANGIBLES $117,000 $32,000 

CONSTRUCTION FOR WELL EQUIPMENT $1,000 

CONSTRUCTION FOR LEASE EQUIPMENT $39,000 

CONSTRUCTION FOR SALES P/L 

mm®. GIBLE COST $2;463,il80 l l i i i i l i s ; 
T A N G I B L E - W E L L E Q U I P M E N T 

CASING SIZE FEET $/FOOT 

DRIVE PIPE 20" 40 100.00 4,000 

CONDUCTOR PIPE 

WATER STRING 

SURFACE CASING 250 42.00 11,000 

INTERMEDIATE CASING 8-5/8" 4,500 23.40 105,000 

DRILLINGLINER DWEB.145 

DRILLINGLINER 

PRODUCTION CASING OR LINER 5 1/2" 9,800 15.90 156,000 

PRODUCTION TIE-BACK 

TUBING 2 7/8" 12,000 6.50 DWEA.105 78,000 

N/C WELL EQUIPMENT $9,000 

WELLHEAD, TREE, CHOKES 12,000 1,000 

LINER HANGER, ISOLATION PACKER 

PACKER, NIPPLES $110,000 

PUMPING UNIT, ENGINE $78,000 

LIFT EQUIPMENT (BHP, Rods, Anchors) $15,000 

T A N G I B L E - L E A S E E Q U I P M E N T 

N/C LEASE EQUIPMENT $44,000 

TANKS, TANKS STEPS, STAIRS 

BATTERY: (Heater Treater, Separator, Gas Treating Equipment) 

$21,000 

$18,000 

FLOW LINES (Line Pipe from wellhead to central facility) DLEQ.130 $1,000 

OFFSHORE PRODUCTION STRUCTURE FOR FACILITIES 

PIPELINES TO SALES 

Slj|$|jjgl3jGjBLES $132,000 $5.58j0p0 

P&A COSTS 60,000 (60,000) 

•$1,2I0;75Q S3,'865U30 
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April 6, 2007 

Hollis G. Gerrish 
C/o Marguerite C. Buckley 
9446 Litzsingle Road 
St. Louis, MO 63144 

Re: Oil & Gas Lease 
W/2 of Section 31 
Township 14 South, Range 38 East 
Lots 3, 4, S/2NW/4, N/2SW/4, 
SW/4NE/4 and NW/4SE/4 of Section 6 
Township 15 South, Range 38 East 
Lea County, New Mexico 

Dear Mr. Gerrish: 

According to our title research, you own an undivided 6.0015 net mineral acres under the 
above described lands. Enclosed is an Oil and Gas Lease for your review. The terms of this 
Lease are a $100.00 per net mineral acre bonus consideration, three (3) year paid-up primary 
term and three-sixteenths (3/16) royalty. 

If these terms are acceptable, please sign the lease in the presence of a Notary Public, and 
thereafter, return the lease along with the completed W-9 form to the above letterhead address. 
Upon receipt, subject to approval of title, we will process the Lease and forward you a check in 
the amount of $600.15 within thirty (30) days. 

Thank you for your attention to this matter. Should you have any questions, please do 
not hesitate to call. 

Sincerely, 

SHAW INTERESTS 

Tim Lilley 



OIL & GAS LEASE 
THIS AGREEMENT made this 6'" day of April, 2007, between Hollis G. Gerrish, herein dealing in his sole and separate property, as Lessor 

(whether one or more), c/o Marguerite C. Buckley, whose address is 9446 Litzsingle Road, St. Louis, MO 63144, and Shaw Interests, Inc. whose address is 310 
W. Wall St., Suite 305, Midland, Texas 79701, Lessee, 

WITNESSETH: 

1. Lessor, 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 the Lessee herein contained, hereby grants, leases and lets exclusively unto Lessee for the purpose of investigating, exploring, prospecting, drilling, and 
operating for and producing oil and gas, injecting gas, waters, other fluids, and air into subsurface strata, laying pipelines, storing oil, 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 following described land in 
Lea County, New Mexico, to-wit: 

Township 14 South, Range 38 East 
W/2 of Section 31 

Township 15 South, Range 38 East 
Lots 3, 4, S/2NW/4, N/2SW/4, SW/4NE/4 and NW/4SE/4 of Section 6 

Said land is estimated to comprise 640.15998 acres, whether it actually comprises more or less. 

2. Subject to the other provisions herein contained, this lease shall remain in force for a term of Three (3) years from this date (called "primary term") and as long 
thereafter as oil or gas is produced from said land or from land with which said land is pooled. 

3. The royalties to be paid by Lessee are: (a) on oil, and other liquid hydrocarbons saved at the well, three-sixteenths (3/16) of that produced and saved from said 
land, same to be delivered at the wells or to the credit of Lessor in the pipeline to which the wells may be connected; (b) on gas, including casinghead gas or other 
gaseous substance produced from said land and used off the premises or used in the manufacture of gasoline or other products, the market value at the well of three-
sixteenths (3/16) of the gas used, provided that on gas sold on or off the premises, the royalties shall be three-sixteenths (3/16) of the amount realized from such sale; 
(c) and at any time when this lease is not validated by other provisions hereof and there is a gas and/or condensate well on said land, or land pooled therewith, but gas or 
condensate is not being so sold or used and such well is shut in, either before or after production therefrom, then on or before 90 days after said well is shut in, and 
thereafter at annual intervals, Lessee may pay or tender an advance shut-in royalty equal to $1.00 per net acre of Lessor's gas acreage then 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 it shall be considered under all clauses 
hereof that gas is being produced from the leased premises in paying quantities. Each such payment shall be paid or tendered to the party or parties who at the time of 
such payment would be entitled to receive the royalties which would be paid under this lease if the well were in; fact producing. The payment or tender of royalties and 
shut-in royalties may be made by check or draft. Any timely payment or tender of shut-in royalty which is made in a bona fide attempt to make proper payment, but 
which is erroneous in whole or in part as to parties or amounts, shall nevertheless be sufficient to prevent termination of this lease in the same manner as though a 
proper payment had been made if Lessee shall correct such error within 30 days after Lessee has received written notice thereof by certified mail from the 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 of gas on or off 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 to applicable 
regulatory orders and after application of 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 off the leased premises) or transports gas off the leased premises, Lessee in computing royalty hereunder may deduct 
from such price a reasonable charge for each of such functions performed. 

4. This is a paid-up lease and Lessee shall not be obligated during the primary term hereof to commence or continue any operations of 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 to relieve Lessee of the obligation 
to pay royalties on actual production pursuant to the provisions of Paragraph 3 hereof. 

5. Lessee is hereby granted the right and power, from time to time, to pool or combine this lease, the land covered by it or any part or horizon thereof with any other 
land, leases, mineral estates or parts thereof for the production of oil or gas. Units pooled hereunder shall not exceed the standard proration unit fixed by law or by the 
Oil Conservation Division of the Energy and Minerals Department of the State of New Mexico or by any other lawful authority for the pool or area in which said land is 
situated, plus a tolerance of ten percent. Lessee shall file written unit designations in the county in which the premises are located and such units may be designated 
from time to time and either before or after the completion of wells. Drilling operations on or production from any part of any such unit shall be considered for all 
purposes, except the payment of royalty, as operations conducted upon or production from the land described in this lease. There shall be allocated to the land covered 
by this lease included in any such unit that portion of the total production of pooled minerals from wells in the unit, after deducting any used in lease or unit operations, 
which the net oil or gas acreage in the land covered by this lease included in the unit bears to the total number of surface acres in the unit. The production so allocated 
shall be considered for all purposes, including the payment or delivery of royalty, to be the entire production of pooled minerals from the portion of said land covered 
hereby and included in said unit in the same manner as though produced from said land under the terms of this lease. Any pooled unit designated by Lessee, as 
provided herein, may be dissolved by Lessee by recording an appropriate instrument in the County where the land is situated at any time after the completion of a dry 
hole or the cessation of production on said unit. 

6. I f at the expiration of the primary term there is no well 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 so long as operations are prosecuted with no cessation of more than 60 consecutive days, whether such operations be 
on the same well or on a different or additional well or wells, and if they result in the production of oil or gas, so long thereafter as oil or gas is produced from said land. 
If, after the expiration of the primary term, all wells upon said land should become incapable of producing for any cause, this lease shall not terminate i f Lessee 
commences operations for additional drilling or for reworking within 60 days thereafter. If any drilling, additional drilling, or reworking operations hereunder result in 
production, then this lease shall remain in full force so long thereafter as oil or 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 all operations hereunder, and the royalty shall be 
computed after deducting any so used. Lessee shall have the right at any time during or after the expiration of this lease to remove all property and fixtures placed by 
Lessee on said land, including the right to draw and remove all casing. When required by Lessor, Lessee will bury all pipe lines on cultivated lands below ordinary 
plow depth, and no well shall be drilled within two hundred feet (200 ft.) of any residence or barn now on said land without Lessor's consent. Lessor shall have the 
privilege, at his risk and expense, of using gas from any gas well on said land for stoves and inside lights in the principal dwelling thereon, out of any surplus gas not 
needed for operations hereunder. 

8. The rights of either party hereunder may be assigned in whole or in part and the provisions hereof shall extend to their heirs, executors, administrators, successors 
and assigns; but no change in the ownership of the land or in the ownership of, or rights to receive, royalties or shut-in royalties, however accomplished shall operate to 
enlarge the obligations or diminish the rights of Lessee; and no such change or division shall be binding upon Lessee for any purpose until 30 days after Lessee has 
been furnished by certified mail at Lessee's principal place of business with acceptable instruments or certified copies thereof constituting the chain of title from the 
original Lessor. I f any such change in ownership occurs through the death of the owner, Lessee may, at its option, pay or tender any royalties or shut-in royalties in the 
name of the deceased or to his estate or to his heirs, executor or administrator until such time as Lessee has been furnished with evidence satisfactory to Lessee as to the 
persons entitled to such sums. An assignment of this lease in whole or in part shall, to the extent of such assignment, relieve and discharge Lessee of any obligations 
hereunder and, if Lessee or assignee of part or parts hereof shall fail or make default in the payment of the proportionate part of royalty or shut-in royalty due from such 
Lessee or assignee or fail to comply with any of the provisions of this lease, such default shall not affect this lease insofar as it covers a part of said lands upon which 
Lessee or any assignee thereof shall properly comply or make such payments. 

9. Should Lessee be prevented from complying with any express or implied covenant of this lease, or from conducting drilling or reworking operations hereunder, or 
from producing oil or gas hereunder by reason of scarcity or inability to obtain or use equipment or material, or by operation of force majeure, or by any Federal or state 
law or any order, rule or regulation of governmental authority, or governmental inactivity, 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 drilling or 
reworking operations or from producing oil or gas hereunder; and the time while Lessee is so prevented shall not be counted against Lessee, anything in this lease to the 
contrary notwithstanding. 



10. Lessor hereby warrants and agrees to defend the title to said land and agrees that Lessee at is option may discharge any tax, mortgage or other lien upon said land, 
and in the event Lessee does so it shall be subrogated to such lien with the right to enforce same and to apply royalties and shut-in royalties payable hereunder toward 
satisfying same. Without impairment of Lessee's rights under the warranty, if this lease covers a less interest in the oil and gas in all or any part of said land than the 
entire and undivided fee simple estate (whether Lessor's interest is herein specified or not) then the royalties, shut-in royalty, and other payments, if any, accruing from 
any part as to which this lease covers less than such full interest, shall be paid only in the proportion which the interest therein, if any, covered by this lease, bears to the 
whole and undivided fee simple estate therein. Should any one or more of the parties named above as Lessors fail to execute this lease, it shall nevertheless be binding 
upon the party or parties executing the same. 

11. Lessee, its or his successors, heirs and assigns, shall have the right 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, or by placing a release thereof of record in the county in which said land is situated; thereupon Lessee 
shall be relieved from all obligations, expressed or implied, of this agreement as to acreage so surrendered, and thereafter the shut-in royalty payable hereunder shall be 
reduced in the proportion that the acreage covered hereby is reduced by said release or releases. 

Executed the day and year first above written. 

Hollis G. Gerrish 

ACKNOWLEDGMENT 

STATE OF MISSOURI § 
§ 
§ COUNTY OF 

This instrument was acknowledged before me on the day of 2007, by Hollis G. Gerrish. 

Notary Public, State of Missouri 

My Commission Expires: 

J 
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April 17, 2007 

Maurice and Bernard Krasner 
C/o Marguerite C. Buckley 
9446 Litzsingle Road ~- ( j L A ^ ^ C - i K } C C ^ J A ^ J ^ 

St. Louis, MO 63144 

Re: Pyramid #1 
W/2 of Section 31, Township 14 South, Range 38 East 
Lea County, New Mexico 

Dear Ms. Buckley: 

In conjunction with our proposal of April 6, 2007 to lease your undivided mineral interest in the 
above described lands, please be advised that our client, Cimarex Energy Co., proposes to drill a 
horizontal Wolfcamp test at the following location in Section 31, Township 14 South, Range 38 
East, Lea County, New Mexico: 

• Surface Hole Location: 2210'FSL & 430'FWL 
• Bottom Hole Location: 330'FSL & 430'FWL 

Enclosed is a detailed AFE reflecting estimated well costs. 

If you wish to participate and pay your proportionate share of well costs, please execute the AFE 
and return to the undersigned as soon as possible. Otherwise, in lieu of being subject to a 
compulsory pooling, you have the option to lease your minerals at the terms previously proposed 
being: 

• $100/Acre, 1/5 Royalty, 3 years 

Please do not hesitate to contact us with any questions. We look forward to your response. 

Sincerely, 

SHAW INTERESTS 

Maner B. Shaw 



AUTHORIZATION FOR EXPENDITURE 

COMPANY ENTITY 

Gimarex Energy Co. 
DATE PREPARED 

March 8, 2007 
: REGION 

Permian 

WELL NAME 

Pyramid 

WELL NO 

1 

PROSPECTOR FIELD NAME 

Star-Denton 

PROPERTY NUMBER DRILLING AFE NO. 

LOCATION SHL 2210' FSL & 430' FWL 

BHL 330' FSL & 430' FWL 
Sec 31, T14S, R38E 

COUNTY 

Lea 

STATE 

New Mexico 

TYPE WELL 

OIL X EXPL X 

GAS PROD 

ORIGINAL ESTIMATE X 

REVISED ESTIMATE 

SUPPLEMENTAL ESTIMATE 

EST. START DATE EST. COMP. DATE FORMATION EST. TD 

9800 TVD 
11600' MD 

PROJECT DESCRIPTION: 
Drill and complete a horizontal wolfcamp well. 

INTANGIBLES 

Intangible Drilling Costs 
Intangible Completion Costs 
TOTAL INTANGIBLE COSTS 

TANGIBLES 
Well Equipment 
Lease Equipment 
TOTAL TANGIBLE WELL COST 

PLUG AND ABANDON COST 

TOTAL WELL COST: 

DRY HOLE 
COST 

$2,463,180 

2,463,180 

132,000 

132,000 

60,000 

$2,655,180 

AFTER 
CASING POINT 

712,750 
712,750 

474,000 
84,000 

558,000 

(60,000) 

$1,210,750 

COMPLETED 
WELL COST 

$2,463,180 
712,750 

Comments on Well Costs: 
V. All tubulars, well or lease equipment is priced by COPAS and CEPS guidelines using the Historic Price Multiplier. 

3,175,930 

606,000 
84,000 

690,000 

$3,865,930 

WELL CONTROL INSURANCE: 

Unless otherwise indicated below, you, as a non-operating working interest owner, agree to be covered by Operator's well control 
insurance procured by Operator so long as Operator conducts operations hereunder and to pay your prorated share of the premiums 
therefore. If you elect to purchase your own well control insurance, you must provide a certificate of such insurance acceptable to 
Operator, as to form and limits, at the time this AFE is returned, if available, but in no event later than commencement of drilling 
operations. You agree that failure to provide the certificate of insurance, as provided herein, will result in your being covered by 
insurance procured by Operator. 

I elect to purchase my own well control insurance policy. 

. Well control insurance procured by Operator, provides, among other terms, for $20,000,000 (100% W.I.) of Combined Single Limit 
' coverage for well control and related redrilling and clean-up/pollution expense covering drilling (through completion) with a 
$1,000,000 (100% W.I.) deductible. 

Comments on AFE 

The above costs are estimates only and anticipate trouble free operations without any foreseeable change in plans. The actual costs 
may exceed the estimated costs without affecting the authorization for expenditure herein granted. By approval of this AFE, the 
working interest owner agrees to pay its proportionate share of actual legal, curative, regulatory and well costs under term of the joint 
operating agreement, regulatory order or other applicable agreement covering this well. 

' ' #VALUEI 

CIMAREX ENERGY CO. APPROVAL 
PREPARED BY 

Mark Audas, Sr. Drilling/Completion Engineer 
Permian Basin 

DRILLING AND COMPLETION MANAGER 

Doug Park, Mgr Drilling/Completion Operations 
Offshore and Permian Regions 

REGIONAL MANAGER 

Roger Alexander, Regional Manager 
Permian Basin 

JOINT INTEREST APPROVAL 
COMPANY BY DATE 

4/16/2007 11:51 AM 



L E A S E NAME: P y r a m i d 

P R O J E C T C O S T ESTIMATE 

W E L L NO.: 

INTANGIBLES 

DRY HOLE 
COST 

AFTER CASING 
Codes POINT 

COMPLETED 
WELL COST 

ROADS & LOCATION PREPARATION / RESTORATION $100,000 DICC.100 $8,000 $108,000 

DAMAGES $4,000 $1,000 $5,000 

MUD/FLUIDS DISPOSAL CHARGES $20,000 $20,000 $40,000 

DAY RATE 46 DH DAYS 5 ACP DAYS ( 17430 PER DAY $801,780 $87,150 $888,930 

MISC PREPARATION COST (mouse hole, rat hole, pads, pile clusters, misc.) $8,000 $8,000 

BITS DIDC.125 $100,000 $1,000 $101,000 

FUEL $2.20 PER GALLON $111,000 $11,000 $122,000 

WATER / COMPLETION FLUIDS DIDC.140 $32,200 $25,000 $57,200 

MUD & ADDITIVES DIOC.14S $64,400 $64,400 

SURFACE RENTALS DIDC.150 $69,000 $45,000 $114,000 

DOWNHOLE RENTALS DIDC.155 $144,000 $10,000 $154,000 

FORMATION EVALUATION (DST, Coring including evaluation, G&G SERVICES) DIDC.160 

MUD LOGGING 37 DAYS @ $900 PER DAY $47,000 $47,000 

OPEN HOLE LOGGING $65,000 $65,000 

CEMENTING & FLOAT EQUIPMENT $50,000 $40,000 $90,000 

TUBULAR INSPECTIONS DIDC.190 $5,000 $2,500 $7,500 

CASING CREWS DIDC.195 $12,000 $15,000 $27,000 

EXTRA LABOR, WELDING, ETC. DIDC.200 $27,600 $5,000 $32,600 

LAND TRANSPORTATION (Trucking) DIDC.205 $32,200 $7,000 $39,200 

SUPERVISION $51,000 $18,000 ),000 

TRAILER HOUSE/CAMP/CATERING $17,000 $2,500 $19,500 

OTHER MISC EXPENSES $5,000 $5,000 $10,000 

OVERHEAD $14,000 $4,200 $18,200 

REMEDIAL CEMENTING DIDC.231 

MOB/DEMOB DIDC.240 $150,000 $150,000 

DIRECTIONAL DRILLING SERVICES 22 DAYS 9500 PER DAY $209,000 $209,000 

DOCK, DISPATCHER, CRANE 

MARINE & AIR TRANSPORTATION DIDC.275 DICC.250 

SOLIDS CONTROL $166,000 $166,000 

WELL CONTROL EQUIP (Snubbing services) $28,000 $16,800 $44,800 

FISHING & SIDETRACK OPERATIONS QIDC.270 

COMPLETION RIG 14 DAYS( 4400 $61,600 $61,600 

COIL TUBING DAYS ( PER DAY 

COMPLETION LOGGING, PERFORATING, WL UNITS, WL SURVEYS $35,000 $35,000 

STIMULATION $220,000 $220,000 

LEGAL/REGULATORY/CURATIVE DIOC.300 $10,000 DICC.280 $10,000 

WELL CONTROL INSURANCE 1.35 PER FOOT DIDC.285 $3,000 $3,000 

CONTINGENCY 5% OF DRILLING INTANGIBLES $32,000 $149,000 

CONSTRUCTION FOR WELL EQUIPMENT $1,000 $1,000 

CONSTRUCTION FOR LEASE EQUIPMENT DLEQ.110 $39,000 $39,000 

CONSTRUCTION FOR SALES P/L 

. $2,463fi!80 $712,750. 

TANGIBLE - WELL EQUIPMENT 
C A S I N G SIZE FEET $/FOOT 

DRIVE PIPE 20" 40 100.00 4,000 1.000 

CONDUCTOR PIPE 

WATER STRING 

SURFACE CASING 13-3/8" 250 $11,000 

INTERMEDIATE CASING 8-5/8" 4,500 23.40 105,000 $105,000 

DRILLINGLINER 

DRILLINGLINER 

PRODUCTION CASING OR LINER 5 1/2" 9,800 15.90 156,000 $156,000 

PRODUCTION TIE-BACK 

TUBING 2 7/8" 12,000 6.50 78,000 $78,000 

N/C WELL EQUIPMENT 9,000 ),CI00 

WELLHEAD, TREE, CHOKES $28,000 $40,000 

LINER HANGER, ISOLATION PACKER 

PACKER, NIPPLES $110,000 $110,000 

PUMPING UNIT, ENGINE $78,000 $78,000 

LIFT EQUIPMENT (BHP, Rods, Anchors) $15,000 $15,000 

T A N G I B L E - L E A S E E Q U I P M E N T 

N/C LEASE EQUIPMENT $44,000 $44,000 

TANKS, TANKS STEPS, STAIRS $21,000 $21,000 

BATTERY'(HeaterTreater, Separator, Gas Treating Equipment) DLEQ.125 $18,000 $18,000 

FLOW LINES (Line Pipefrom wellhead to central facility) $1,000 $1,000 

OFFSHORE PRODUCTION STRUCTURE FOR FACILITIES 

PIPELINES TO SALES 

jjjjjsiiaisisii LES $132 000 $558 000 ,$690,000 

P&A COSTS 60,000 (60,000) 

' $2,655,160 SI 210 rS0|.'#r? $'3,865,930 

/ 
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April 6, 2007 

Maurice and Bernard Krasner 
C/o Marguerite C. Buckley 
9446 Litzsingle Road 
St. Louis, MO 63144 

Re: Oil & Gas Lease 
W/2 of Section 31 
Township 14 South, Range 38 East 
Lots 3, 4, S/2NW/4, N/2SW/4, 
SW/4NE/4 and NW/4SE/4 of Section 6 
Township 15 South, Range 38 East 
Lea County, New Mexico 

Dear Maurice and Bernard: 

According to our title research, you own an undivided 2.0005 net mineral acres under the 
above described lands. Enclosed is an Oil and Gas Lease for your review. The terms of this 
Lease are a $100.00 per net mineral acre bonus consideration, three (3) year paid-up primary 
term and three-sixteenths (3/16) royalty. 

If these terms are acceptable, please sign the lease in the presence of a Notary Public, and 
thereafter, return the lease along with the completed W-9 form to the above letterhead address. 
Upon receipt, subject to approval of title, we will process the Lease and forward you a check in 
the amount of $200.05 within thirty (30) days. 

Thank you for your attention to this matter. Should you have any questions, please do 
not hesitate to call. 

Sincerely, 

SHAW INTERESTS 

Tim Lilley 



OIL & GAS LEASE 
s THIS AGREEMENT made this 6'h day of April, 2007, between Maurice and/or Bernard Krasner, as Lessor (whether one or more), c/o Marguerite 

-• C. Buckley, whose address is 9446 Litzsingle Road, St. Louis, MO 63144, and Shaw Interests, Inc. whose address is P.O. Box 9612, Midland, Texas 79708, 
Lessee, 

WITNESSETH: 

1. Lessor, 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 the Lessee herein contained, hereby grants, leases and lets exclusively unto Lessee for the purpose of investigating, exploring, prospecting, drilling, and 
operating for and producing oil and gas, injecting gas, waters, other fluids, and air into subsurface strata, laying pipelines, storing oil, 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 following described land in 
Lea County, New Mexico, to-wit: 

Township 14 South, Range 38 East 
W/2 of Section 31 

Township 15 South, Range 38 East 
Lots 3, 4, S/2NW/4, N/2SW/4, SW/4NE/4 and NW/4SE/4 of Section 6. 

Said land is estimated to comprise 640.15998 acres, whether it actually comprises more or less. 

2. Subject to the other provisions herein contained, this lease shall remain in force for a term of Three (3) years from this date (called "primary term") and as long 
thereafter as oil or gas is produced from said land or from land with which said land is pooled. 

3. The royalties to be paid by Lessee are: (a) on oil, and other liquid hydrocarbons saved at the well, three-sixteenths (3/16) of that produced and saved from said 
land, same to be delivered at the wells or to the credit of Lessor in the pipeline to which the wells may be connected; (b) on gas, including casinghead gas or other 
gaseous substance produced from said land and used off the premises or used in the manufacture of gasoline or other products, the market value at the well of three-
sixteenths (3/16) of the gas used, provided that on gas sold on or off the premises, the royalties shall be three-sixteenths (3/16) of the amount realized from such sale; 
(c) and at any time when this lease is not validated by other provisions hereof and there is a gas and/or condensate well on said land, or land pooled therewith, but gas or 
condensate is not being so sold or used and such well is shut in, either before or after production therefrom, then on or before 90 days after said well is shut in, and 
thereafter at annual intervals, Lessee may pay or tender an advance shut-in royalty equal to $1.00 per net acre of Lessor's gas acreage then 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 it shall be considered under all clauses 
hereof that gas is being produced from the leased premises in paying quantities. Each such payment shall be paid or tendered to the party or parties who at th e time of 
such payment would be entitled to receive the royalties which would be paid under this lease if the well were in fact producing. The payment or tender of royalties and 
shut-in royalties may be made by check or draft. Any timely payment or tender of shut-in royalty which is made in a bona fide attempt to make proper payment, but 
which is erroneous in whole or in part as to parties or amounts, shall nevertheless be sufficient to prevent termination of this lease in the same manner as though a 
proper payment had been made if Lessee shall correct such error within 30 days after Lessee has received written notice thereof by certified mail from the 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 of gas on or off 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 to applicable 
regulatory orders and after application of 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 off the leased premises) or transports gas off the leased premises, Lessee in computing royalty hereunder may deduct 
from such price a reasonable charge for each of such functions performed. 

4. This is a paid-up lease and Lessee shall not be obligated during the primary term hereof to commence or continue any operations of 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 to relieve Lessee of the obligation 
to pay royalties on actual production pursuant to the provisions of Paragraph 3 hereof. 

5. Lessee is hereby granted the right and power, from time to time, to pool or combine this lease, the land covered by it or any part or horizon thereof with any other 
land, leases, mineral estates or parts thereof for the production of oil or gas. Units pooled hereunder shall not exceed the standard proration unit fixed by law or by the 
Oil Conservation Division of the Energy and Minerals Department of the State of New Mexico or by any other lawful authority for the pool or area in which said land is 
situated, plus a tolerance of ten percent. Lessee shall file written unit designations in the county in which the premises are located and such units may be designated 
from time to time and either before or after the completion of wells. Drilling operations on or production from any part of any such unit shall be considered for all 
purposes, except the payment of royalty, as operations conducted upon or production from the land described in this lease. There shall be allocated to the land covered 
by this lease included in any such unit that portion of the total production of pooled minerals from wells in the unit, after deducting any used in lease or unit operations, 
which the net oil or gas acreage in the land covered by this lease included in the unit bears to the total number of surface acres in the unit. The production so allocated 
shall be considered for all purposes, including the payment or delivery of royalty, to be the entire production of pooled minerals from the portion of said land covered 
hereby and included in said unit in the same manner as though produced from said land under the terms of this lease. Any pooled unit designated by Lessee, as 
provided herein, may be dissolved by Lessee by recording an appropriate instrument in the County where the land is situated at any time after the completion of a dry 
hole or the cessation of production on said unit. 

6. If at the expiration of the primary term there is no well upon said land capable of producing oil or gas, but Lessee has commenced operations for drilling or 
reworking thereon, this lease shall remain in force so long as operations are prosecuted with no cessation of more than 60 consecutive days, whether such operations be 
on the same well or on a different or additional well or wells, and if they result in the production of oil or gas, so long thereafter as oil or gas is produced from said land. 
If, after the expiration of the primary term, all wells upon said land should become incapable of producing for any cause, this lease shall not terminate if Lessee 
commences operations for additional drilling or for reworking within 60 days thereafter. If any drilling, additional drilling, or reworking operations hereunder result in 
production, then this lease shall remain in full force so long thereafter as oil or 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 all operations hereunder, and the royalty shall be 
computed after deducting any so used. Lessee shall have the right at any time during or after the expiration of this lease to remove all property and fixtures placed by 
Lessee on said land, including the right to draw and remove all casing. When required by Lessor, Lessee will bury all pipe lines on cultivated lands below ordinary 
plow depth, and no well shall be drilled within two hundred feet (200 ft.) of any residence or bam now on said land without Lessor's consent. Lessor shall have the 
privilege, at his risk and expense, of using gas from any gas well on said land for stoves and inside lights in the principal dwelling thereon, out of any surplus gas not 
needed for operations hereunder. 

8. The rights of either party hereunder may be assigned in whole or in part and the provisions hereof shall extend to their heirs, executors, administrators, successors 
and assigns; but no change in the ownership of the land or in the ownership of, or rights to receive, royalties or shut-in royalties, however accomplished shall operate to 
enlarge the obligations or diminish the rights of Lessee; and no such change or division shall be binding upon Lessee for any purpose until 30 days after Lessee has 
been furnished by certified mail at Lessee's principal place of business with acceptable instruments or certified copies thereof constituting the chain of title from the 
original Lessor. If any such change in ownership occurs through the death of the owner, Lessee may, at its option, pay or tender any royalties or shut-in royalties in the 
name of the deceased or to his estate or to his heirs, executor or administrator until such time as Lessee has been furnished with evidence satisfactory to Lessee as to the 
persons entitled to such sums. An assignment of this lease in whole or in part shall, to the extent of such assignment, relieve and discharge Lessee of any obligations 
hereunder and, if Lessee or assignee of part or parts hereof shall fail or make default in the payment of the proportionate part of royalty or shut-in royalty due from such 
Lessee or assignee or fail to comply with any of the provisions of this lease, such default shall not affect this lease insofar as it covers a part of said lands upon which 
Lessee or any assignee thereof shall properly comply or make such payments. 

9. Should Lessee be prevented from complying with any express or implied covenant of this lease, or from conducting drilling or reworking operations hereunder, or 
from producing oil or gas hereunder by reason of scarcity or inability to obtain or use equipment or material, or by operation of force majeure, or by any Federal or state 
law or any order, rule or regulation of governmental authority, or governmental inactivity, 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 drilling or 
reworking operations or from producing oil or gas hereunder; and the time while Lessee is so prevented shall not be counted against Lessee, anything in this lease to the 
contrary notwithstanding. 



10. Lessor hereby warrants and agrees to defend the title to said land and agrees that Lessee at is option may discharge any tax, mortgage or other lien upon said land, 
and in the event Lessee does so it shall be subrogated to such lien with the right to enforce same and to apply royalties and shut-in royalties payable hereunder toward 
satisfying same. Without impairment of Lessee's rights under the warranty, if this lease covers a less interest in the oil and gas in all or any part of said land than the 
entire and undivided fee simple estate (whether Lessor's interest is herein specified or not) then the royalties, shut-in royalty, and other payments, if any, accruing from 
any part as to which this lease covers less than such full interest, shall be paid only in the proportion which the interest therein, if any, covered by this lease, bears to the 
whole and undivided fee simple estate therein. Should any one or more of the parties named above as Lessors fail to execute this lease, it shall nevertheless be binding 
upon the party or parties executing the same. 

11. Lessee, its or his successors, heirs and assigns, shall have the right 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, or by placing a release thereof of record in the county in which said land is situated; thereupon Lessee 
shall be relieved from all obligations, expressed or implied, of this agreement as to acreage so surrendered, and thereafter the shut-in royalty payable hereunder shall be 
reduced in the proportion that the acreage covered hereby is reduced by said release or releases. 

Executed the day and year first above written. 

Maurice Krasner Bernard Krasner 

ACKNOWLEDGMENT 

STATE OF MISSOURI § 
§ 
§ COUNTY OF 

This instrument was acknowledged before me on the day of , 2007, by Maurice Krasner. 

Notary Public, State of Missouri 

My Commission Expires: 

ACKNOWLEDGMENT 

STATE OF MISSOURI § 
§ 
§ COUNTY OF 

This instrument was acknowledged before me on the day of 2005, by Bernard Krasner. 

Notary Public, State of Missouri 

My Commission Expires: 
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April 17, 2007 

Ralph H. Coburn 
C/o Marguerite C. Buckley 
9446 Litzsingle Road— C _ X A ^ > £ 0 v /&£jA^<--T" 
St. Louis, MO 63144 

Re: Pyramid #1 
W/2 of Section 31, Township 14 South, Range 38 East 
Lea County, New Mexico 

Dear Ms. Buckley: 

In conjunction with our proposal of April 6, 2007 to lease your undivided mineral interest in the 
above described lands, please be advised that our client, Cimarex Energy Co., proposes to drill a 
horizontal Wolfcamp test at the following location in Section 31, Township 14 South, Range 38 
East, Lea County, New Mexico: 

* Surface Hole Location: 2210'FSL & 430'FWL 
. Bottom Hole Location: 330'FSL & 430'FWL 

Enclosed is a detailed AFE reflecting estimated well costs. 

If you wish to participate and pay your proportionate share of well costs, please execute the AFE 
and return to the undersigned as soon as possible. Otherwise, in lieu of being subject to a 
compulsory pooling, you have the option to lease your minerals at the terms previously proposed 
being: 

. $100/Acre, 1/5 Royalty, 3 years 

Please do not hesitate to contact us with any questions. We look forward to your response. 

Sincerely, 

Maner B. Shaw 



AUTHORIZATION FOR EXPENDITURE 

COMPANY ENTITY 

Cimarex Energy Co. 
DATE PREPARED 

March 8, 2007 
! REGION 

Permian 

WELLNAME 

Pyramid 

WELL NO 

1 

PROSPECT OR FIELD NAME 

Star-Denton 

PROPERTY NUMBER DRILLING AFE NO. 

LOCATION SHL 2210' FSL & 430' FWL 

BHL 330' FSL & 430' FWL 
Sec31,T14S, R38E 

COUNTY 

Lea 

STATE 

New Mexico 

TYPE WELL 

OIL X EXPL X 

GAS PROD 

ORIGINAL ESTIMATE x 

REVISED ESTIMATE 

SUPPLEMENTAL ESTIMATE 

EST. START DATE EST. COMP. DATE FORMATION EST. TD 

9800 TVD 
11600' MD 

PROJECT DESCRIPTION: 
Drill and complete a horizontal wolfcamp well. 

INTANGIBLES 

Intangible Drilling Costs 
Intangible Completion Costs 
TOTAL INTANGIBLE COSTS 

TANGIBLES 
Well Equipment 
Lease Equipment 
TOTAL TANGIBLE WELL COST 

PLUG AND ABANDON COST 

TOTAL WELL COST: 

DRY HOLE 
COST 

$2,463,180 

2,463,180 

132,000 

132,000 

60,000 

$2,655,180 

AFTER 
CASING POINT 

712,750 
712,750 

474,000 
84,000 

558,000 

(60,000) 

$1,210,750 

COMPLETED 
WELL COST 

$2,463,180 
712,750 

Comments on Well Costs: 
11 All tubulars, well or lease equipment is priced by COPAS and CEPS guidelines using the Historic Price Multiplier. 

3,175,930 

606,000 
84,000 

690,000 

$3,865,930 

WELL CONTROL INSURANCE: 

Unless otherwise indicated below, you, as a non-operating working interest owner, agree to be covered by Operator's well control 
insurance procured by Operator so long as Operator conducts operations hereunder and to pay your prorated share of the premiums 
therefore. If you elect to purchase your own well control insurance, you must provide a certificate of such insurance acceptable to 
Operator, as to form and limits, at the time this AFE is returned, if available, but in no event later than commencement of drilling 
operations. You agree that failure to provide the certificate of insurance, as provided herein, will result in your being covered by 
insurance procured by Operator. 

I elect to purchase my own well control insurance policy. 

Well control insurance procured by Operator, provides, atnong other terms, for $20,000,000 (100% W.I.) of Combined Single Limit 
coverage for well control and related redrilling and clean-up/pollution expense covering drilling (through completion) with a 
$1,000,000(100% W.I.) deductible. 

Comments on AFE 

The above costs are estimates only and anticipate trouble free operations without any foreseeable change in plans. The actual costs 
may exceed the estimated costs without affecting the authorization for expenditure herein granted. By approval of this AFE, the 
working interest owner agrees to pay its proportionate share of actual legal, curative, regulatory and well costs under term of the joint 
operating agreement, regulatory order or other applicable agreement covering this well. 

#VALUE! 

CIMAREX ENERGY CO. APPROVAL 
PREPARED BY 

Mark Audas, Sr. Drilling/Completion Engineer 
Permian Basin 

DRILLING AND COMPLETION MANAGER 

Doug Park, Mgr Drilling/Completion Operations 
Offshore and Permian Regions 

REGIONAL MANAGER 

Roger Alexander, Regional Manager 
Permian Basin 

JOINT INTEREST APPROVAL 
COMPANY BY DATE 

4/16/2007 11:51 AM 



PROJECT COST ESTIMATE 

LEASE NAME: Pyramid WELL NO.: 

I N T A N G I B L E S 

D R Y H O L E 

C O S T 

A F T E R C A S I N G 

Codes POINT 

C O M P L E T E D 

W E L L C O S T 

ROADS & LOCATION PREPARATION / RESTORATION $100,000 $8,000 $108,000 

DAMAGES DIDC.105 $4,000 $1,000 $5,000 

MUD/FLUIDS DISPOSAL CHARGES $20,000 DICC.235 $20,000 $40,000 

DAY RATE 46 DH DAYS 5 ACP DAYS ( 17430 PER DAY DIDC.115 $801,780 $87,150 S.930 

MISC PREPARATION COST (mouse hole, rat hole, pads, pile clusters, misc.) $8,000 $8,000 

BITS DIDC.125 $100,000 $1,000 $101,000 

FUEL $2.20 PER GALLON $111,000 DICC.130 $11,000 $122,000 

WATER / COMPLETION FLUIDS DIDC.140 $32,200 DICC.135 $25,000 $57,200 

MUD & ADDITIVES DIDC.145 $64,400 ,400 

SURFACE RENTALS DIDC.150 ),000 $45,000 $114,000 

DOWNHOLE RENTALS DIDC.155 $144,000 $10,000 $154,000 

FORMATION EVALUATION (DST, Coring including evaluation, G&G SERVICES) 

MUD LOGGING 37 DAYS $900 PER DAY $47,000 $47,000 

OPEN HOLE LOGGING $65,000 5,000 

CEMENTING & FLOAT EQUIPMENT DIDC.185 $50,000 $40,000 1,000 

TUBULAR INSPECTIONS $5,000 $2,500 $7,500 

CASING CREWS DIDC.195 $12,000 $15,000 $27,000 

EXTRA LABOR, WELDING, ETC. DIDC.200 $27,600 $5,000 $32,600 

LAND TRANSPORTATION (Trucking) DIDC.205 $32,200 $7,000 $39,200 

SUPERVISION $51,000 DICC.180 $18,000 ),000 

TRAILER HOUSE/CAMP/CATERING 17,000 DICC.255 $2,500 $19,500 

OTHER MISC EXPENSES $5,000 $5,000 $10,000 

OVERHEAD $14,000 $4,200 $18,200 

REMEDIAL CEMENTING 

MOB/DEMOB $150,000 $150,000 

DIRECTIONAL DRILLING SERVICES 22 DAYS 9500 PER DAY $209,000 $209,000 

DOCK, DISPATCHER, CRANE 

MARINE & AIR TRANSPORTATION 

SOLIDS CONTROL $166,000 $166,000 

WELL CONTROL EQUIP (Snubbing services) !,000 DICC.240 $16,800 $44,800 

FISHING & SIDETRACK OPERATIONS •IDC.270 DICC.245 

COMPLETION RIG 14 DAYS @ 4400 PER DAY DICC.115 $61,600 31,600 

COIL TUBING DAYS ( PER DAY 

COMPLETION LOGGING, PERFORATING, WL UNITS, WL SURVEYS $35,000 $35,000 

STIMULATION $220,000 $220,000 

LEGAL/REGULATORY/CURATIVE $10,000 $10,000 

WELL CONTROL INSURANCE ).35 PER FOOT $3,000 $3,000 

CONTINGENCY 5% OF DRILLING INTANGIBLES DIDC.435 $117,000 $32,000 $149,000 

CONSTRUCTION FOR WELL EQUIPMENT $1,000 $1,000 

CONSTRUCTION FOR LEASE EQUIPMENT $39,000 $39,000 

CONSTRUCTION FOR SALES P/L DICC.265 

, $2 463380 . $712,750 :-:-$3lr!fio 

T A N G I B L E - W E L L E Q U I P M E N T 

C A S I N G SIZE FEET $/FOOT 

DRIVE PIPE 20" 40 100.00 4,000 $4,000 

CONDUCTOR PIPE DWEB.130 

WATER STRING DW6B.135 

SURFACE CASING 13-3/8" 250 42.00 11,000 $11,000 

INTERMEDIATE CASING 8-5/8" 4,500 23.40 105,000 $105,000 

DRILLINGLINER DWEB.145 

DRILLINGLINER 

PRODUCTION CASING OR LINER 5 1/2" 9,800 15.90 156,000 $156,000 

PRODUCTION TIE-BACK 

TUBING 2 7/8" 12,000 6.50 78,000 $78,000 

N/C WELL EQUIPMENT DWEA.115 $9,000 1,000 

WELLHEAD, TREE, CHOKES 12,000 $28,000 $40,000 

LINER HANGER, ISOLATION PACKER 

PACKER, NIPPLES $110,000 $110,000 

PUMPING UNIT, ENGINE DLEQ.100 $78,000 $78,000 

LIFT EQUIPMENT (BHP, Rods, Anchors) $15,000 $15,000 

T A N G I B L E - L E A S E E Q U I P M E N T 

N/C LEASE EQUIPMENT $44,000 $44,000 

TANKS, TANKS STEPS, STAIRS $21,000 $21,000 

BATTERY (Heater Treater, Separator, Gas Treating Equipment) 118,000 $18,000 

FLOW LINES (Line Pipe from wellhead to central facility) $1,000 $1,000 

OFFSHORE PRODUCTION STRUCTURE FOR FACILITIES 

PIPELINES TO SALES 

ioja3SilHG)BLESfei $132 000 issgogo 

P&A COSTS 60,000 (60,000) 

TOTAL-qPST £-;?$2i'655.180 $1;21,0,7S0 • .•S3,B6S;,')3q 
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April 6, 2007 

Ralph H. Coburn 
C/o Marguerite C. Buckley 
9446 Litzsingle Road 
St. Louis, MO 63144 

Re: Oil & Gas Lease 
W/2 of Section 31 
Township 14 South, Range 38 East 
Lots 3, 4, S/2NW/4, N/2SW/4, 
SW/4NE/4 and NW/4SE/4 of Section 6 
Township 15 South, Range 38 East 
Lea County, New Mexico 

Dear Ms. Buckley: 

According to our title research, Ralph Coburn owns an undivided 2.0005 net mineral 
acres under the above described lands. Enclosed is an Oil and Gas Lease for your review. The 
terms of this Lease are a $100.00 per net mineral acre bonus consideration, three (3) year paid-up 
primary term and three-sixteenths (3/16) royalty. 

If these terms are acceptable, please sign the lease in the presence of a Notary Public, and 
thereafter, return the lease along with the completed W-9 form to the above letterhead address. 
Upon receipt, subject to approval of title, we will process the Lease and forward you a check in 
the amount of $200.05 within thirty (30) days. 

Thank you for your attention to this matter. Should you have any questions, please do 
not hesitate to call. 

Sincerely, 

SHAW INTERESTS 

Tim Lilley 



OIL & GAS LEASE 
THIS AGREEMENT made this 6,h day of April, 2007, between Ralph H. Coburn, herein dealing in his sole and separate property, as Lessor 

(whether one or more), C/o Marguerite C. Buckley, whose address is 9446 Litzsingle Road, St. Louis, MO 63144, and Shaw Interests, Inc. whose address is 
P.O. Box 9612, Midland, Texas 79708, Lessee, 

WITNESSETH: 

1. Lessor, 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 the Lessee herein contained, hereby grants, leases and lets exclusively unto Lessee for the purpose of investigating, exploring, prospecting, dril ling, and 
operating for and producing oil and gas, injecting gas, waters, other fluids, and air into subsurface strata, laying pipelines, storing oil, 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 following described land in 
Lea County, New Mexico, to-wit: 

Township 14 South, Range 38 East 
W/2 of Section 31 

Township 15 South. Range 38 East 
Lots 3, 4, S/2NW/4, N/2SW/4, SW/4NE/4 and NW/4SE/4 of Section 6 

Said land is estimated to comprise 640.15998 acres, whether it actually comprises more or less. 

2. Subject to the other provisions herein contained, this lease shall remain in force for a term of Three (3) years from this date (called "primary term") and as long 
thereafter as oil or gas is produced from said land or from land with which said land is pooled. 

3. The royalties to be paid by Lessee are: (a) on oil, and other liquid hydrocarbons saved at the well, three-sixteenths (3/16) of that produced and saved from said 
land, same to be delivered at the wells or to the credit of Lessor in the pipeline to which the wells may be connected; (b) on gas, including casinghead gas or other 
gaseous substance produced from said land and used off the premises or used in the manufacture of gasoline or other products, the market value at the well of three-
sixteenths (3/16) of the gas used, provided that on gas sold on or off the premises, the royalties shall be three-sixteenths (3/16) of the amount realized from such sale; 
(c) and at any time when this lease is not validated by other provisions hereof and there is a gas and/or condensate well on said land, or land pooled therewith, but gas or 
condensate is not being so sold or used and such well is shut in, either before or after production therefrom, then on or before 90 days after said well is shut in, and 
thereafter at annual intervals, Lessee may pay or tender an advance shut-in royalty equal to $1.00 per net acre of Lessor's gas acreage then 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 it shall be considered under all clauses 
hereof that gas is being produced from the leased premises in paying quantities. Each such payment shall be paid or tendered to the party or parties who at the time of 
such payment would be entitled to receive the royalties which would be paid under this lease if the well were in fact producing. The payment or tender of royalties and 
shut-in royalties may be made by check or draft. Any timely payment or tender of shut-in royalty which is made in a bona fide attempt to make proper payment, but 
which is erroneous in whole or in part as to parties or amounts, shall nevertheless be sufficient to prevent termination of this lease in the same manner as though a 
proper payment had been made if Lessee shall correct such error within 30 days after Lessee has received written notice thereof by certified mail from the 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 of gas on or off 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 to applicable 
regulatory orders and after application of 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 off the leased premises) or transports gas off the leased premises, Lessee in computing royalty hereunder may deduct 
from such price a reasonable charge for each of such functions performed. 

4. This is a paid-up lease and Lessee shall not be obligated during the primary term hereof to commence or continue any operations of 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 to relieve Lessee of the obligation 
to pay royalties on actual production pursuant to the provisions of Paragraph 3 hereof. 

5. Lessee is hereby granted the right and power, from time to time, to pool or combine this lease, the land covered by it or any part or horizon thereof with any other 
land, leases, mineral estates or parts thereof for the production of oil or gas. Units pooled hereunder shall not exceed the standard proration unit fixed by law or by the 
Oil Conservation Division of the Energy and Minerals Department of the State of New Mexico or by any other lawful authority for the pool or area in which said land is 
situated, plus a tolerance of ten percent. Lessee shall file written unit designations in the county in which the premises are located and such units may be designated 
from time to time and either before or after the completion of wells. Drilling operations on or production from any part of any such unit shall be considered for all 
purposes, except the payment of royalty, as operations conducted upon or production from the land described in this lease. There shall be allocated to the land covered 
by this lease included in any such unit that portion of the total production of pooled minerals from wells in the unit, after deducting any used in lease or unit operations, 
which the net oil or gas acreage in the land covered by this lease included in the unit bears to the total number of surface acres in the unit. The production so allocated 
shall be considered for all purposes, including the payment or delivery of royalty, to be the entire production of pooled minerals from the portion of said land covered 
hereby and included in said unit in the same manner as though produced from said land under the terms of this lease. Any pooled1 unit 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 of a dry 
hole or the cessation of production on said unit. 

6. If at the expiration of the primary term there is no well upon said land capable of producing oil or gas, but Lessee has commenced operations for drilling or 
reworking thereon, this lease shall remain in force so long as operations are prosecuted with no cessation of more than 60 consecutive days, whether such operations be 
on the same well or on a different or additional well or wells, and if they result in the production of oil or gas, so long thereafter as oil or gas is produced from said land. 
If, after the expiration of the primary term, all wells upon said land should become incapable of producing for any cause, this lease shall not terminate if Lessee 
commences operations for additional drilling or for reworking within 60 days thereafter. If any drilling, additional drilling, or reworking operations hereunder result in 
production, then this lease shall remain in full force so long thereafter as oil or 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 all operations hereunder, and the royalty shall be 
computed after deducting any so used. Lessee shall have the right at any time during or after the expiration of this lease to remove all property and fixtures placed by 
Lessee on said land, including the right to draw and remove all casing. When required by Lessor, Lessee will bury all pipe lines on cultivated lands below ordinary 
plow depth, and no well shall be drilled within two hundred feet (200 ft.) of any residence or bam now on said land without Lessor's consent. Lessor shall have the 
privilege, at his risk and expense, of using gas from any gas well on said land for stoves and inside lights in the principal dwelling thereon, out of any surplus gas not 
needed for operations hereunder. 

8. The rights of either party hereunder may be assigned in whole or in part and the provisions hereof shall extend to their heirs, executors, administrators, successors 
and assigns; but no change in the ownership of the land or in the ownership of, or rights to receive, royalties or shut-in royalties, however accomplished shall operate to 
enlarge the obligations or diminish the rights of Lessee; and no such change or division shall be binding upon Lessee for any purpose until 30 days after Lessee has 
been furnished by certified mail at Lessee's principal place of business with acceptable instruments or certified copies thereof constituting the chain of title from the 
original Lessor. If any such change in ownership occurs through the death of the owner, Lessee may, at its option, pay or tender any royalties or shut-in royalties in the 
name of the deceased or to his estate or to his heirs, executor or administrator until such time as Lessee has been furnished with evidence satisfactory to Lessee as to the 
persons entitled to such sums. An assignment of this lease in whole or in part shall, to the extent of such assignment, relieve and discharge Lessee of any obligations 
hereunder and, if Lessee or assignee of part or parts hereof shall fail or make default in the payment of the proportionate part of royalty or shut-in royalty due from such 
Lessee or assignee or fail to comply with any of the provisions of this lease, such default shall not affect this lease insofar as it covers a part of said lands upon which 
Lessee or any assignee thereof shall properly comply or make such payments. 

9. Should Lessee be prevented from complying with any express or implied covenant of this lease, or from conducting drilling or reworking operations hereunder, or 
from producing oil or gas hereunder by reason of scarcity or inability to obtain or use equipment or material, or by operation of force majeure, or by any Federal or state 
law or any order, rule or regulation of governmental authority, or governmental inactivity, 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 drilling or 
reworking operations or from producing oil or gas hereunder; and the time while Lessee is so prevented shall not be counted against Lessee, anything in this lease to the 
contrary notwithstanding. 



10. Lessor hereby warrants and agrees to defend the title to said land and agrees that Lessee at is option may discharge any tax, mortgage or other lien upon said land, 
and in the event Lessee does so it shall be subrogated to such lien with the right to enforce same and to apply royalties and shut-in royalties payable hereunder toward 
satisfying same. Without impairment of Lessee's rights under the warranty, if this lease covers a less interest in the oil and gas in all or any part of said land than the 
entire and undivided fee simple estate (whether Lessor's interest is herein specified or not) then the royalties, shut-in royalty, and other payments, if any, accruing from 
any part as to which this lease covers less than such full interest, shall be paid only in the proportion which the interest therein, if any, covered by this lease, bears to the 
whole and undivided fee simple estate therein. Should any one or more of the parties named above as Lessors fail to execute this lease, it shall nevertheless be binding 
upon the party or parties executing the same. 

11. Lessee, its or his successors, heirs and assigns, shall have the right 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, or by placing a release thereof of record in the county in Which said land is situated; thereupon Lessee 
shall be relieved from all obligations, expressed or implied, of this agreement as to acreage so surrendered, and thereafter the shut-in royalty payable hereunder shall be 
reduced in the proportion that the acreage covered hereby is reduced by said release or releases. 

Executed the day and year first above written. 

Ralph H. Coburn 

ACKNOWLEDGMENT 

STATE OF § 
§ 
§ COUNTY OF 

This instrument was acknowledged before me on the day of ., 2007, by Ralph H. Coburn. 

Notary Public, State of 

My Commission Expires: 
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April 17, 2007 

Eugene F. Arnold 
C/o Marguerite C. Buckley 
9446 Litzsingle Road (_jU^t A ^ £ -
St. Louis, MO 63144 

Re: Pyramid #1 
W/2 of Section 31, Township 14 South, Range 38 East 
Lea County, New Mexico 

Dear Ms. Buckley: 

In conjunction with our proposal of April 6, 2007 to lease your undivided mineral interest in the 
above described lands, please be advised that our client, Cimarex Energy Co., proposes to drill a 
horizontal Wolfcamp test at the following location in Section 31, Township 14 South, Range 38 
East, Lea County, New Mexico: 

. Surface Hole Location: 2210' FSL & 430' FWL 

. Bottom Hole Location: 330'FSL & 430'FWL 

Enclosed is a detailed AFE reflecting estimated well costs. 

If you wish to participate and pay your proportionate share of well costs, please execute the AFE 
and return to the undersigned as soon as possible. Otherwise, in lieu of being subject to a 
compulsory pooling, you have the option to lease your minerals at the terms previously proposed 
being: 

• $100/Acre, 1/5 Royalty, 3 years 

Please do not hesitate to contact us with any questions. We look forward to your response. 

Sincerely, 

Maner B. Shaw 



AUTHORIZATION FOR EXPENDITURE 
i 

COMPANY ENTITY 

Cimarex Energy Co. 
DATE PREPARED 

March 8, 2007 
j REGION 

Permian 

WELL NAME 

Pyramid 

WELL NO 

1 

PROSPECT OR FIELD NAME 

Star-Denton 

PROPERTY NUMBER DRILLING AFE NO. 

LOCATION SHL 2210' FSL & 430' FWL 

BHL 330' FSL & 430' FWL 
Sec31,T14S, R38E 

COUNTY 

Lea 

STATE 

New Mexico 

TYPE WELL 

OIL X EXPL X 

GAS PROD 

ORIGINAL ESTIMATE X 

REVISED ESTIMATE 

SUPPLEMENTAL ESTIMATE 

EST. START DATE EST. COMP. DATE FORMATION EST. TD 

9800 TVD 
11600' MD 

PROJECT DESCRIPTION: 
Drill and complete a horizontal wolfcamp well. 

INTANGIBLES 

Intangible Drilling Costs 
Intangible Completion Costs 
TOTAL INTANGIBLE COSTS 

TANGIBLES 
Well Equipment 
Lease Equipment 
TOTAL TANGIBLE WELL COST 

PLUG AND ABANDON COST 

TOTAL WELL COST: 

DRY HOLE 
COST 

$2,463,180 

2,463,180 

132,000 

132,000 

60,000 

$2,655,180 

AFTER 
CASING POINT 

712,750 
712,750 

474,000 
84,000 

558,000 

(60,000) 

$1,210,750 

COMPLETED 
WELL COST 

$2,463,180 
712,750 

Comments on Well Costs: 
1! All tubulars, well or lease equipment is priced by COPAS and CEPS guidelines using the Historic Price Multiplier. 

3,175,930 

606,000 
84,000 

690,000 

$3,865,930 

WELL CONTROL INSURANCE: 

Unless otherwise indicated below, you, as a non-operating working interest owner, agree to be covered by Operator's well control 
insurance procured by Operator so long as Operator conducts operations hereunder and to pay your prorated share of the premiums 
therefore. If you elect to purchase your own well control insurance, you must provide a certificate of such insurance acceptable to 
Operator, as to form and limits, at the time this AFE is returned, if available, but in no event later than commencement of drilling 
operations. You agree that failure to provide the certificate of insurance, as provided herein, will result in your being covered by 
insurance procured by Operator. 

I elect to purchase my own well control insurance policy. 

Well control insurance procured by Operator, provides, among Other terms, for $20,000,000 (100% W.I.) of Combined Single Limit 
coverage for well control and related redrilling and clean-up/pollution expense covering drilling (through completion) with a 
$1,000,000 (100% W.I.) deductible. 

Comments on AFE 

The above costs are estimates only and anticipate trouble free operations without any foreseeable change in plans. The actual costs 
may exceed the estimated costs without affecting the authorization for expenditure herein granted. By approval of this AFE, the 
working interest owner agrees to pay its proportionate share of actual legal, curative, regulatory and well costs under term of the joint 
operating agreement, regulatory order or other applicable agreement covering this well. 

ffVALUEl 

CIMAREX ENERGY CO. APPROVAL 
PREPARED BY DRILLING AND COMPLETION MANAGER REGIONAL MANAGER 

Mark Audas, Sr. Drilling/Completion Engineer 
Permian Basin 

Doug Park, Mgr Drilling/Completion Operations 
Offshore and Permian Regions 

Roger Alexander, Regional Manager 
Permian Basin 

JOINT INTEREST APPROVAL 
COMPANY BY DATE 

4/16/2007 11:51 AM 



i P R O J E C T C O S T E S T I M A T E 

L E A S E N A M E : P y r a m i d WELL NO.: 

I N T A N G I B L E S 

DRY HOLE 
COST 

AFTER CASING 
Codes POINT 

C O M P L E T E D 

W E L L C O S T 

ROADS & LOCATION PREPARATION / RESTORATION $100,000 $8,000 $108,000 

DAMAGES 1,000 •ICC.105 $1,000 $5,000 

MUD/FLUIDS DISPOSAL CHARGES $20,000 $20,000 $40,000 

DAY RATE 46 DH DAYS 5 ACP DAYS @ 17430 PER DAY $801,780 $87,150 $888,930 

MISC PREPARATION COST (mouse hole, rat hole, pads, pile clusters, misc.) DIDC.120 i,000 i,000 

BITS $100,000 DICC.125 $1,000 $101,000 

FUEL $2.20 PER GALLON $111,000 $11,000 $122,000 

WATER / COMPLETION FLUIDS DIDC.140 $32,200 $25,000 $57,200 

MUD & ADDITIVES $64,400 $64,400 

SURFACE RENTALS $69,000 $45,000 $114,000 

DOWNHOLE RENTALS $144,000 $10,000 

CEMENTING & FLOAT EQUIPMENT $50,000 $40,000 

$154,000 

$90,000 

TUBULAR INSPECTIONS $5,000 $2,500 $7,500 

CASING CREWS $12,000 $15,000 $27,000 

EXTRA LABOR, WELDING, ETC. $27,600 $5,000 $32,600 

LAND TRANSPORTATION (Trucking) $32,200 $7,000 $39,200 

SUPERVISION $51,000 $18,000 $69,000 

TRAILER HOUSE/CAMP/CATERING $17,000 $2,500 $19,500 

OTHER MISC EXPENSES $5,000 $5,000 $10,000 

OVERHEAD $14,000 $4,200 $18,200 

REMEDIAL CEMENTING 

MOB/DEMOB $150,000 $150,000 

DIRECTIONAL DRILLING SERVICES 22 DAYS 9500 PER DAY $209,000 S3 $209,000 

DOCK, DISPATCHER, CRANE 

MARINE & AIR TRANSPORTATION 

SOLIDS CONTROL $166,000 $166,000 

WELL CONTROL EQUIP (Snubbing services) $28,000 $16,800 $44,800 

FISHING & SIDETRACK OPERATIONS 

COMPLETION RIG 14 DAYS( 4400 PER DAY $61,600 $61,600 

COIL TUBING DAYS @ PER DAY 

COMPLETION LOGGING, PERFORATING, WL UNITS, WL SURVEYS $35,000 $35,000 

STIMULATION $220,000 $220,000 

LEGAL/REGULATORY/CURATIVE $10,000 $10,000 

WELL CONTROL INSURANCE $0.35 PER FOOT $3,000 $3,000 

CONTINGENCY 5% OF DRILLING INTANGIBLES $117,000 •ICC.220 $32,000 $149,000 

CONSTRUCTION FOR WELL EQUIPMENT $1,000 $1,000 

CONSTRUCTION FOR LEASE EQUIPMENT DLEQ.110 $39,000 $39,000 

CONSTRUCTION FOR SALES P/L 

52,463 180 -$712,750 _$_3J7£930 

T A N G I B L E - W E L L E Q U I P M E N T 

C A S I N G SIZE FEET $/FOOT 

DRIVE PIPE 20" 100.00 4,000 $4,000 

CONDUCTOR PIPE 

WATER STRING 

SURFACE CASING 13-3/8" 250 11,000 $11,000 

INTERMEDIATE CASING 8-5/8" 4,500 23.40 105,000 $105,000 

DRILLINGLINER 

DRILLING LINER 

PRODUCTION CASING OR LINER 5 1/2" 15.90 156,000 $156,000 

PRODUCTION TIE-BACK 

TUBING 2 7/8" 6.50 

\ \ \ N \ \ \ X 
$78,000 

N/C WELL EQUIPMENT ),000 $9,000 

WELLHEAD, TREE, CHOKES 12,000 $28,000 $40,000 
LINER HANGER, ISOLATION PACKER 

PACKER, NIPPLES $110,000 $110,000 

PUMPING UNIT, ENGINE DLEQ.100 $78,000 $78,000 

LIFT EQUIPMENT (BHP, Rods, Anchors) $15,000 $15,000 

T A N G I B L E - L E A S E E Q U I P M E N T 

N/C LEASE EQUIPMENT $44,000 $44,000 

TANKS, TANKS STEPS, STAIRS DLEQ.120 $21,000 $21,000 

BATTERY'(Heater Treater, Separator, Gas Treating Equipment) $18,000 $18,000 

FLOW LINES (Line Pipe from wellhead to central facility) $1,000 11,000 

OFFSHORE PRODUCTION STRUCTURE FOR FACILITIES 

PIPELINES TO SALES 

p j ^ j j j p j e i B j i E b i :^-$132,00Q $559,000 S',S69ti,0q0 

P&A COSTS 60,000 (60,000) 

. $1,210,750 
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April 6, 2007 

Eugene F. Arnold 
C/o Marguerite C. Buckley 
9446 Litzsingle Road 
St. Louis, MO 63144 

Re: Oil & Gas Lease 
W/2 of Section 31 
Township 14 South, Range 38 East 
Lots 3, 4, S/2NW/4, N/2SW/4, 
SW/4NE/4 and NW/4SE/4 of Section 6 
Township 15 South, Range 38 East 
Lea County, New Mexico 

Dear Ms. Buckley: 

According to our title research, Eugene Arnold owns an undivided 2.0005 net mineral 
acres under the above described lands. Enclosed is an Oil and Gas Lease for your review. The 
terms of this Lease are a $100.00 per net mineral acre bonus consideration, three (3) year paid-up 
primary term and three-sixteenths (3/16) royalty. 

If these terms are acceptable, please sign the lease in the presence of a Notary Public, and 
thereafter, return the lease along with the completed W-9 form to the above letterhead address. 
Upon receipt, subject to approval of title, we will process the Lease and forward you a check in 
the amount of $200.05 within thirty (30) days. 

Thank you for your attention to this matter. Should you have any questions, please do 
not hesitate to call. 

Sincerely, 

SHAW INTERESTS 

Tim Lilley 



OIL & GAS LEASE ; 
THIS AGREEMENT made this 6lh day of April, 2007, between Eugene F. Arnold, herein dealing in his sole and separate property, as Lessor 

' (whether one or more), C/o Marguerite C. Buckley, whose address is 9446 Litzsingle Road, St. Louis, MO 63144, and Shaw Interests, Inc. whose address is 
P.O. Box 9612, Midland, Texas 79708, Lessee, 

WITNESSETH: 

1. Lessor, 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 the Lessee herein contained, hereby grants, leases and lets exclusively unto Lessee for the purpose of investigating, exploring, prospecting, drilling, and 
operating for and producing oil and gas, injecting gas, waters, other fluids, and air into subsurface strata, laying pipelines, storing oil, 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 following described land in 
Lea County, New Mexico, to-wit: 

Township 14 South, Range 38 East 
W/2 of Section 31 

Township 15 South, Range 38 East 
Lots 3, 4, S/2NW/4, N/2SW/4, SW/4NE/4 and NW/4SE/4 of Section 6 

Said land is estimated to comprise 640.15998 acres, whether it actually comprises more or less. 

2. Subject to the other provisions herein contained, this lease shall remain in force for a term of Three (3) years from this date (called "primary term") and as long 
thereafter as oil or gas is produced from said land or from land with which said land is pooled. 

3. The royalties to be paid by Lessee are: (a) on oil, and other liquid hydrocarbons saved at the well, three-sixteenths (3/16) of that produced and saved from said 
land, same to be delivered at the wells or to the credit of Lessor in the pipeline to which the wells may be connected; (b) on gas, including casinghead gas or other 
gaseous substance produced from said land and used off the premises or used in the manufacture of gasoline or other products, the market value at the well of three-
sixteenths (3/16) of the gas used, provided that on gas sold on or off the premises, the royalties shall be three-sixteenths (3/16) of the amount realized from such sale; 
(c) and at any time when this lease is not validated by other provisions hereof and there is a gas and/or condensate well on said land, or land pooled therewith, but gas or 
condensate is not being so sold or used and such well is shut in, either before or after production therefrom, then on or before 90 days after said well is shut in, and 
thereafter at annual intervals, Lessee may pay or tender an advance shut-in royalty equal to $ 1.00 per net acre of Lessor's gas acreage then 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 it shall be considered under all clauses 
hereof that gas is being produced from the leased.premises in paying quantities. Each such payment shall be paid or tendered to the party or parties who at the time of 
such payment would be entitled to receive the royalties which would be paid under this lease if the well were in fact producing. The payment or tender of royalties and 
shut-in royalties may be made by check or draft. Any timely payment or tender of shut-in royalty which is made in a bona fide attempt to make proper payment, but 
which is erroneous in whole or in part as to parties or amounts, shall nevertheless be sufficient to prevent termination of this lease in the same manner as though a 
proper payment had been made if Lessee shall correct such error within 30 days after Lessee has received written notice thereof by certified mail from the 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 of gas on or off 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 to applicable 
regulatory orders and after application of 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 off the leased premises) or transports gas off the leased premises, Lessee in computing royalty hereunder may deduct 
from such price a reasonable charge for each of such functions performed. 

4. This is a paid-up lease and Lessee shall not be obligated during the primary term hereof to commence or continue any operations of 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 to relieve Lessee of the obligation 
to pay royalties on actual production pursuant to the provisions of Paragraph 3 hereof. 

5. Lessee is hereby granted the right and power, from time to time, to pool or combine this lease, the land covered by it or any part or horizon thereof with any other 
land, leases, mineral estates or parts thereof for the production of oil or gas. Units pooled hereunder shall not exceed the standard proration unit fixed by law or by the 
Oil Conservation Division of the Energy and Minerals Department of the State of New Mexico or by any other lawful authority for the pool or area in which said land is 
situated, plus a tolerance of ten percent. Lessee shall file written unit designations in the county in which the premises are located and such units may be designated 
from time to time and either before or after the completion of wells. Drilling operations on or production from any part of any such unit shall be considered for all 
purposes, except the payment of royalty, as operations conducted upon or production from the land described in this lease. There shall be allocated to the land covered 
by this lease included in any such unit that portion of the total production of pooled minerals from wells in the unit, after deducting any used in lease or unit operations, 
which the net oil or gas acreage in the land covered by this lease included in the unit bears to the total number of surface acres in the unit. The production so allocated 
shall be considered for all purposes, including the payment or delivery of royalty, to be the entire production of pooled minerals from the portion of said land covered 
hereby and included in said unit in the same manner as though produced from said land under the terms of this lease. Any pooled unit designated by Lessee, as 
provided herein, may be dissolved by Lessee by recording an appropriate instrument in the County where the land is situated at any time after the completion of a dry 
hole or the cessation of production on said unit. 

6. If at the expiration of the primary term there is no well upon said land capable of producing oil or gas, but Lessee has commenced operations for drilling or 
reworking thereon, this lease shall remain in force so long as operations are prosecuted with no cessation of more than 60 consecutive days, whether such operations be 
on the same well or on a different or additional well or wells, and if they result in the production of oil or gas, so long thereafter as oil or gas is produced from said land. 
If, after the expiration of the primary term, all wells upon said land should become incapable of producing for any cause, this lease shall not terminate if Lessee 
commences operations for additional drilling or for reworking within 60 days thereafter. If any drilling, additional drilling, or reworking operations hereunder result in 
production, then this lease shall remain in full force so long thereafter as oil or 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 all operations hereunder, and die royalty shall be 
computed after deducting any so used. Lessee shall have the right at any time during or after the expiration of this lease to remove all property and fixtures placed by 
Lessee on said land, including the right to draw and remove all casing. When required by Lessor, Lessee will bury all pipe lines on cultivated lands below ordinary 
plow depth, and no well shall be drilled within two hundred feet (200 ft.) of any residence or barn now on said land without Lessor's consent. Lessor shall have the 
privilege, at his risk and expense, of using gas from any gas well on said land for stoves and inside lights in the principal dwelling thereon, out of any surplus gas not 
needed for operations hereunder. 

8. The rights of either party hereunder may be assigned in whole or in part and the provisions hereof shall extend to their heirs, executors, administrators, successors 
and assigns; but no change in the ownership of the land or in the ownership of, or rights to receive, royalties or shut-in royalties, however accomplished shall operate to 
enlarge the obligations or diminish the rights of Lessee; and no such change or division shall be binding upon Lessee for any purpose until 30 days after Lessee has 
been furnished by certified mail at Lessee's principal place of business with acceptable instruments or certified copies thereof constituting the chain of title from the 
original Lessor. If any such change in ownership occurs through the death of the owner, Lessee may, at its option, pay or tender any royalties or shut-in royalties in the 
name of the deceased or to his estate or to his heirs, executor or administrator until such time as Lessee has been furnished with evidence satisfactory to Lessee as to the 
persons entitled to such sums. An assignment of this lease in whole or in part shall, to the extent of such assignment, relieve and discharge Lessee of any obligations 
hereunder and, if Lessee or assignee of part or parts hereof shall fail or make default in the payment of the proportionate part of royalty or shut-in royalty due from such 
Lessee or assignee or fail to comply with any of the provisions of this lease, such default shall not affect this lease insofar as it covers a part of said lands upon which 
Lessee or any assignee thereof shall properly comply or make such payments. 

9. Should Lessee be prevented from complying with any express or implied covenant of this lease, or from conducting drilling or reworking operations hereunder, or 
from producing oil or gas hereunder by reason of scarcity or inability to obtain or use equipment or material, or by operation of force majeure, or by any Federal or state 
law or any order, rule or regulation of governmental authority, or governmental inactivity, 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 drilling or 
reworking operations or from producing oil or gas hereunder; and the time while Lessee is so prevented shall not be counted against Lessee, anything in this lease to the 
contrary notwithstanding. 



10. Lessor hereby warrants and agrees to defend the title to said land and agrees that Lessee at is option may discharge any tax, mortgage or other lien upon said land, 
.and in the" event Lessee does so it shall be subrogated to such lien with the right to enforce same and to apply royalties and shut-in royalties payable hereunder toward 
satisfying same. Without impairment of Lessee's rights under the warranty, if this lease covers a less interest in the oil and gas in all or any part of said land than the 
entire and undivided fee simple estate (whether Lessor's interest is herein specified or not) then the royalties, shut-in royalty, and other payments, if any, accruing from 
any part as to which this lease covers less than such full interest, shall be paid only in the proportion which the interest therein, i f any, covered by this lease, bears to the 
whole and undivided fee simple estate therein. Should any one or more of the parties named above as Lessors fail to execute this lease, it shall nevertheless be binding 
upon the party or parties executing the same. 

11. Lessee, its or his successors, heirs and assigns, shall have the right 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, or by placing a release thereof of record in the county in which said land is situated; thereupon Lessee 
shall be relieved from all obligations, expressed or implied, of this agreement as to acreage so surrendered, and thereafter the shut-in royalty payable hereunder shall be 
reduced in the proportion that the acreage covered hereby is reduced by said release or releases. 

Executed the day and year first above written. 

Eugene F. Arnold 

ACKNOWLEDGMENT 

STATE OF § 
§ 
§ COUNTY OF 

This instrument was acknowledged before me on the day of 2007, by Eugene F. Arnold. 

Notary Public, State of 

My Commission Expires: 
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April 17, 2007 

R. E.Carter 
C/o Marguerite C. Buckley 
9446 Litzsingle Road— ( j L ^ ^ t - 1 • J ' l l ^ A ^ C ^ 
St. Louis, MO 63144 

Re: Pyramid #1 
W/2 of Section 31, Township 14 South, Range 38 East 
Lea County, New Mexico 

Dear Ms. Buckley: 

In conjunction with our proposal of April 6, 2007 to lease your undivided mineral interest in the 
above described lands, please be advised that our client, Cimarex Energy Co., proposes to drill a 
horizontal Wolfcamp test at the following location in Section 31, Township 14 South, Range 38 
East, Lea County, New Mexico: 

• Surface Hole Location: 2210'FSL & 430'FWL 
. Bottom Hole Location: 330'FSL & 430'FWL 

Enclosed is a detailed AFE reflecting estimated well costs. 

If you wish to participate and pay your proportionate share of well costs, please execute the AFE 
and return to the undersigned as soon as possible. Otherwise, in lieu of being subject to a 
compulsory pooling, you have the option to lease your minerals at the terms previously proposed 
being: 

• $100/Acre, 1/5 Royalty, 3 years 

Please do not hesitate to contact us with any questions. We look forward to your response. 

Sincerely, 

Maner B. Shaw 
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AUTHORIZATION FOR EXPENDITURE 

COMPANY ENTITY 

Cimarex Energy Co. 
DATE PREPARED 

March 8, 2007 
j REGION 

Permian 

WELL NAME 

Pyramid 

WELL NO 

1 

PROSPECT OR FIELD NAME 

Star-Denton 

PROPERTY NUMBER DRILLING AFE NO. 

LOCATION SHL 2210' FSL & 430' FWL 

ESHL 330' FSL & 430' FWL 
Sec 31.T14S, R38E 

COUNTY 

Lea 

STATE 

New Mexico 

TYPE WELL 

OIL X EXPL X 

GAS PROD 

ORIGINAL ESTIMATE X 

REVISED ESTIMATE 

SUPPLEMENTAL ESTIMATE 

EST. START DATE EST. COMP. DATE FORMATION EST. TD 

9800 TVD 
11600' MD 

PROJECT DESCRIPTION: 
Drill and complete a horizontal wolfcamp well. 

INTANGIBLES 

Intangible Drilling Costs 
Intangible Completion Costs 
TOTAL INTANGIBLE COSTS 

TANGIBLES 
Well Equipment 
Lease Equipment 
TOTAL TANGIBLE WELL COST 

PLUG AND ABANDON COST 

TOTAL WELL COST: 

DRY HOLE 
COST 

$2,463,180 

2,463,180 

132,000 

132,000 

60,000 

$2,655,180 

AFTER 
CASING POINT 

712,750 
712,750 

474,000 
84,000 

558,000 

(60,000) 

$1,210,750 

COMPLETED 
WELL COST 

$2,463,180 
712,750 

Comments on Well Costs: 
1: All tubulars, well or lease equipment is priced by COPAS and CEPS guidelines using the Historic Price Multiplier. 

3,175,930 

606,000 
84,000 

690,000 

$3,865,930 

WELL CONTROL INSURANCE: 

Unless otherwise indicated below, you, as a non-operating working interest owner, agree to be covered by Operator's well control 
insurance procured by Operator so long as Operator conducts operations hereunder and to pay your prorated share of the premiums 
therefore. If you elect to purchase your own well control insurance, you must provide a certificate of such insurance acceptable to 
Operator, as to form and limits, at the time this AFE is returned, if available, but in no event later than commencement of drilling 
operations. You agree that failure to provide the certificate of insurance, as provided herein, will result in your being covered by 
insurance procured by Operator. 

I elect to purchase my own well control insurance policy. 

Well control insurance procured by Operator, provides, among other terms, for $20,000,000 (100% W.I.) of Combined Single Limit 
coverage for well control and related redrilling and clean-up/pollution expense covering drilling (through completion) with a 
$1,000,000 (100% W.I.) deductible. 

Comments on AFE 

The above costs are estimates only and anticipate trouble free operations without any foreseeable change in plans. The actual costs 
may exceed the estimated costs without affecting the authorization for expenditure herein granted. By approval of this AFE, the 
working interest owner agrees to pay its proportionate share of actual legal, curative, regulatory and well costs under term of the joint 
operating agreement, regulatory order or other applicable agreement covering this well. 

(WALUE! 

CIMAREX ENERGY CO. APPROVAL 
PREPARED BY 

Mark Audas, Sr. Drilling/Completion Engineer 
Permian Basin 

DRILLING AND COMPLETION MANAGER 

Doug Park, Mgr Drilling/Completion Operations 
Offshore and Permian Regions 

REGIONAL MANAGER 

Roger Alexander, Regional Manager 
Permian Basin 

JOINT INTEREST APPROVAL 
COMPANY BY DATE 

4/16/2007 11:51 AM 



M22MA 
L E A S E N A M E : P y r a m i d 

P R O J E C T C O S T E S T I M A T E 

WELL NO.: 

I N T A N G I B L E S 

D R Y H O L E 

C O S T 

A F T E R C A S I N G 

Codes POINT 

C O M P L E T E D 

W E L L C O S T 

ROADS & LOCATION PREPARATION / RESTORATION $100,000 S.000 $108,000 

DAMAGES 1,000 DICC.105 $1,000 $5,000 

MUD/FLUIDS DISPOSAL CHARGES $20,000 $20,000 $40,000 

DAY RATE 46 DH DAYS 5 ACP DAYS ( 17430 PER DAY $801,780 $87,150 

SSSSsWWW 
$888,930 

MISC PREPARATION COST (mouse hole, rat hole, pads, pile clusters, misc.) $8,000 i,000 

BITS $100,000 $1,000 $101,000 

FUEL $2.20 PER GALLON $111,000 $11,000 $122,000 

WATER / COMPLETION FLUIDS $32,200 $25,000 

SSSWWWN 
$57,200 

MUD & ADDITIVES $64,400 $64,400 

SURFACE RENTALS $69,000 DICC.140 $45,000 $114,000 

DOWNHOLE RENTALS $144,000 $10,000 $154,000 

FORMATION EVALUATION (DST, Coring including evaluation, G&G SERVICES) 

MUD LOGGING 37 DAYS $900 PER DAY $47,000 $47,000 

OPEN HOLE LOGGING $65,000 $65,000 

CEMENTING & FLOAT EQUIPMENT $50,000 $40,000 $90,000 

TUBULAR INSPECTIONS $5,000 $2,500 $7,500 

CASING CREWS $12,000 $15,000 $27,000 

EXTRA LABOR, WELDING, ETC. $27,600 $5,000 $32,600 

LAND TRANSPORTATION (Trucking) $32,200 $7,000 $39,200 

SUPERVISION $51,000 $18,000 $69,000 

TRAILER HOUSE/CAMP/CATERING $17,000 $2,500 $19,500 

OTHER MISC EXPENSES $5,000 $5,000 $10,000 

OVERHEAD $14,000 $4,200 $18,200 

REMEDIAL CEMENTING 

MOB/DEMOB $150,000 $150,000 

DIRECTIONAL' DRILLING SERVICES 9500 PER DAY $209,000 $209,000 

DOCK, DISPATCHER, CRANE 

MARINE & AIR TRANSPORTATION 

SOLIDS CONTROL $166,000 $166,000 

WELL CONTROL EQUIP (Snubbing services) $28,000 $16,800 $44,800 

FISHING & SIDETRACK OPERATIONS DICC.245 

COMPLETION RIG 14 DAYS( 4400 PER DAY $61,600 $61,600 

COIL TUBING DAYS @ PER DAY 

COMPLETION LOGGING, PERFORATING, WL UNITS, WL SURVEYS $35,000 $35,000 

STIMULATION $220,000 $220,000 

LEGAL/REGULATORY/CURATIVE $10,000 $10,000 

WELL CONTROL INSURANCE $0.35 PER FOOT $3,000 $3,000 

CONTINGENCY 5% OF DRILLING INTANGIBLES 5117,000 $32,000 $149,000 

CONSTRUCTION FOR WELL EQUIPMENT $1,000 $1,000 

CONSTRUCTION FOR LEASE EQUIPMENT $39,000 $39,000 

CONSTRUCTION FOR SALES P/L 

; $2:463^80 

• • 
$712,750 $3,1.75;930 

T A N G I B L E - W E L L E Q U I P M E N T 

C A S I N G SIZE FEET $/FOOT 

DRIVE PIPE 20" 40 100.00 4,000 $4,000 

CONDUCTOR PIPE 

WATER STRING 

SURFACE CASING 13-3/8" 250 42.00 11,000 $11,000 

INTERMEDIATE CASING 8-5/8" 4,500 23.40 105,000 $105,000 

DRILLINGLINER 

DRILLING LINER 

PRODUCTION CASING OR LINER 5 1/2" 9,800 15.90 156,000 $156,000 

PRODUCTION TIE-BACK 

TUBING 2 7/8" 12,000 6.50 78,000 $78,000 

N/C WELL EQUIPMENT ),000 ),000 

WELLHEAD, TREE. CHOKES 12,000 $28,000 $40,000 

LINER HANGER, ISOLATION PACKER 

PACKER, NIPPLES $110,000 $110,000 

PUMPING: UNIT, ENGINE $78,000 $78,000 

LIFT EQUIPMENT (BHP, Rods, Anchors) $15,000 $15,000 

T A N G I B L E - L E A S E E Q U I P M E N T 

N/C LEASE EQUIPMENT $44,000 $44,000 

TANKS, TANKS STEPS, STAIRS $21,000 $21,000 

BATTERY (Heater Treater, Separator, Gas Treating Equipment) $18,000 $18,000 

FLOW LINES (Line Pipe from wellhead to central facility) $1,000 $1,000 

OFFSHORE PRODUCTION STRUCTURE FOR FACILITIES OWEA.135 

PIPELINES TO SALES 

iPMaTSNgJBpES .>,;" • "•: 

. • •• .* 
H M > H M K 
rwjgfrsq'? &V*jr& r "fit, 

!,''i-i:$t32,000 U • : • !$358j000 

: ••: SGBU.'OQO P&A COSTS 60,000 (60,000) 

TOTALICOST ' ' ^ 2 , 6 5 S l 8 0 $i;2ir>,7SQ 
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April 6, 2007 

R.E.Carter 
C/o Marguerite C. Buckley 
9446 Litzsingle Road 
St. Louis, MO 63144 

Re: Oil & Gas Lease 
W/2 of Section 31 
Township 14 South, Range 38 East 
Lots 3, 4, S/2NW/4, N/2SW/4, 
SW/4NE/4 and NW/4SE/4 of Section 6 
Township 15 South, Range 38 East 
Lea County, New Mexico 

Dear Ms. Buckley: 

According to our title research, R. E. Carter owns an undivided 2.0005 net mineral acres 
under the above described lands. Enclosed is an Oil and Gas Lease for your review. The terms of 
this Lease are a $100.00 per net mineral acre bonus consideration, three (3) year paid-up primary 
term and three-sixteenths (3/16) royalty. 

If these terms are acceptable, please sign the lease in the presence of a Notary Public, and 
thereafter, return the lease along with the completed W-9 form to the above letterhead address. 
Upon receipt, subject to approval of title, we will process the Lease and forward you a check in 
the amount of $200.05 within thirty (30) days. 

Thank you for your attention to this matter. Should you have any questions, please do 
not hesitate to call. 

Sincerely, 

SHAW INTERESTS 

Tim Lilley 



OIL & GAS LEASE 
THIS AGREEMENT made this 6'" day of April, 2007, between R. E. Carter, herein dealing in his sole and separate property, as Lessor 

(whether one or more), C/o Marguerite C. Buckley, whose address is 9446 Litzsingle Road, St. Louis, MO 63144, and Shaw Interests, Inc. whose address is 
P.O. Box 9612, Midland, Texas 79708, Lessee, 

WITNESSETH: 

1. Lessor, 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 the Lessee herein contained, hereby grants, leases and lets exclusively unto Lessee for the purpose of investigating, exploring, prospecting, drilling, and 
operating for and producing oil and gas, injecting gas, waters, other fluids, and air into subsurface strata, laying pipelines, storing oil, 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 following described land in 
Lea County, New Mexico, to-wit: 

Township 14 South, Range 38 East 
W/2 of Section 31 

Township 15 South, Range 38 East 
Lots 3, 4, S/2NW/4, N/2SW/4, SW/4NE/4 and NW/4SE/4 of Section 6 

Said land is estimated to comprise 640.15998 acres, whether it actually comprises more or less. 

2. Subject to the other provisions herein contained, this lease shall remain in force for a term of Three (3) years from this date (called "primary term") and as long 
thereafter as oil or gas is produced from said land or from land with which said land is pooled. 

3. The royalties to be paid by Lessee are: (a) on oil, and other liquid hydrocarbons saved at the well, three-sixteenths (3/16) of that produced and saved from said 
land, same to be delivered at the wells or to the credit of Lessor in the pipeline to which the wells may be connected; (b) on gas, including casinghead gas or other 
gaseous substance produced from said land and used off the premises or used in the manufacture of gasoline or other products, the market value at the well of three-
sixteenths (3/16) of the gas used, provided that on gas sold on or off the premises, the royalties shall be three-sixteenths (3/16) of the amount realized from such sale; 
(c) and at any time when this lease is not validated by other provisions hereof and there is a gas and/or condensate well on said land, or land pooled therewith, but gas or 
condensate is not being so sold or used and such well is shut in, either before or after production therefrom, then on or before 90 days after said well is shut in, and 
thereafter at annual intervals, Lessee may pay or tender an advance shut-in royalty equal to $1.00 per net acre of Lessor's gas acreage then 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 it shall be considered under all clauses 
hereof that gas is being produced from the leased premises in paying quantities. Each such payment shall be paid or tendered to the party or parties who at the time of 
such payment would be entitled to receive the royalties which would be paid under this lease if the well were in fact producing. The payment or tender of royalties and 
shut-in royalties may be made by check or draft. Any timely payment or tender of shut-in royalty which is made in a bona fide attempt to make proper payment, but 
which is erroneous in whole or in part as to parties or amounts, shall nevertheless be sufficient to prevent termination of this lease in the same manner as though a 
proper payment had been made if Lessee shall correct such error within 30 days after Lessee has received written notice thereof by certified mail from the 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 of gas on or off 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 to applicable 
regulatory orders and after application of 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 off the leased premises) or transports gas off the leased premises, Lessee in computing royalty hereunder may deduct 
from such price a reasonable charge for each of such functions performed. 

4. This is a paid-up lease and Lessee shall not be obligated during the primary term hereof to commence or continue any operations of 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 to relieve Lessee of the obligation 
to pay royalties on actual production pursuant to the provisions of Paragraph 3 hereof. 

5. Lessee is hereby granted the right and power, from time to time, to pool or combine this lease, the land covered by it or any part or horizon thereof with any other 
land, leases, mineral estates or parts thereof for the production of oil or gas. Units pooled hereunder shall not exceed the standard proration unit fixed by law or by the 
Oil Conservation Division of the Energy and Minerals Department of the State of New Mexico or by any other lawful authority for the pool or area in which said land is 
siUiated, plus a tolerance often percent. Lessee shall file written unit designations in the county in which the premises are located and such units may be designated 
from time to time and either before or after the completion of wells. Drilling operations on or production from any part of any such unit shall be considered for all 
purposes, except the payment of royalty, as operations conducted upon or production from the land described in this lease. There shall be allocated to the land covered 
by this lease included in any such unit that portion of the total production of pooled minerals from wells in the unit, after deducting any used in lease or unit operations, 
which the net oil or gas acreage in the land covered by this lease included in the unit bears to the total number of surface acres in the unit. The production so allocated 
shall be considered for all purposes, including the payment or delivery of royalty, to be the entire production of pooled minerals from the portion of said land covered 
hereby and included in said unit in the same manner as though produced from said land under the terms of this lease. Any pooled unit designated by Lessee, as 
provided herein, may be dissolved by Lessee by recording an appropriate instrument in the County where the land is situated at any time after the completion of a dry 
hole or the cessation of production on said unit. 

6. If at the expiration of the primary term there is no well upon said land capable of producing oil or gas, but Lessee has commenced operations for drilling or 
reworking thereon, this lease shall remain in force so long as operations are prosecuted with no cessation of more than 60 consecutive days, whether such operations be 
on the same well or on a different or additional well or wells, and if they result in the production of oil or gas, so long thereafter as oil or gas is produced from said land. 
If, after the expiration of the primary term, all wells upon said land should become incapable of producing for any cause, this lease shall not terminate if Lessee 
commences operations for additional drilling or for reworking within 60 days thereafter. If any drilling, additional drilling, or reworking operations hereunder result in 
production, then this lease shall remain in full force so long thereafter as oil or 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 all operations hereunder, and the royalty shall be 
computed after deducting any so used. Lessee shall have the right at any time during or after the expiration of this lease to remove all property and fixtures placed by 
Lessee on said land, including the right to draw and remove all casing. When required by Lessor, Lessee will bury all pipe lines on cultivated lands below ordinary 
plow depth, and no well shall be drilled within two hundred feet (200 ft.) of any residence or bam now on said land without Lessor's consent. Lessor shall have the 
privilege, at his risk and expense, of using gas from any gas well on said land for stoves and inside lights in the principal dwelling thereon, out of any surplus gas not 
needed for operations hereunder. 

8. The rights of either party hereunder may be assigned in whole-or in part and the provisions hereof shall extend to their heirs, executors, administrators, successors 
and assigns; but no change in the ownership of the land or in the ownership of, or rights to receive, royalties or shut-in royalties, however accomplished shall operate to 
enlarge the obligations or diminish the rights of Lessee; and no such change or division shall be binding upon Lessee for any purpose until 30 days after Lessee has 
been furnished by certified mail at Lessee's principal place of business with acceptable instruments or certified copies thereof constituting the chain of title from the 
original Lessor. If any such change in ownership occurs through the death of the owner, Lessee may, at its option, pay or tender any royalties or shut-in royalties in the 
name of the deceased or to his estate or to his heirs, executor or administrator until such time as Lessee has been furnished with evidence satisfactory to Lessee as to the 
persons entitled to such sums. An assignment of this lease in whole or in part shall, to the extent of such assignment, relieve and discharge Lessee of any obligations 
hereunder and, if Lessee or assignee of part or parts hereof shall fail or make default in the payment of the proportionate part of royalty or shut-in royalty due from such 
Lessee or assignee or fail to comply with any of the provisions of this lease, such default shall not affect this lease insofar as it covers a part of said lands upon which 
Lessee or any assignee thereof shall properly comply or make such payments. 

9. Should Lessee be prevented from complying with any express or implied covenant of this lease, or from conducting drilling or reworking operations hereunder, or 
from producing oil or gas hereunder by reason of scarcity or inability to obtain or use equipment or material, or by operation of force majeure, or by any Federal or state 
law or any order, rule or regulation of governmental authority, or governmental inactivity, 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 drilling or 
reworking operations or from producing oil or gas hereunder; and the time while Lessee is so prevented shall not be counted against Lessee, anything in this lease to the 
contrary notwithstanding. 



10. Lessor hereby warrants and agrees to defend the title to said land and agrees that Lessee at is option may discharge any tax, mortgage or other lien upon said land, 
and in the event Lessee does so it shall be subrogated to such lien with the right to enforce same and to apply royalties and shut-in royalties payable hereunder toward 
satisfying same. Without impairment of Lessee's rights under the warranty, if this lease covers a less interest in the oil and gas in all or any part of said land than the 
entire and undivided fee simple estate (whether Lessor's interest is herein specified or not) then the royalties, shut-in royalty, and other payments, if any, accruing from 
any part as to which this lease covers less than such full interest, shall be paid only in the proportion which the interest therein, if any, covered by this lease, bears to the 
whole and undivided fee simple estate therein. Should any one or more of the parties named above as Lessors fail to execute this lease, it shall nevertheless be binding 
upon the party or parties executing the same. 

11. Lessee, its or his successors, heirs and assigns, shall have the right 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, or by placing a release thereof of record in the county in which said land is situated; thereupon Lessee 
shall be relieved from all obligations, expressed or implied, of this agreement as to acreage so surrendered, and thereafter the shut-in royalty payable hereunder shall be 
reduced in the proportion that the acreage covered hereby is reduced by said release or releases. 

Executed the day and year first above written. 

R. E. Carter 

ACKNOWLEDGMENT 

STATE OF § 
§ 
§ COUNTY OF 

This instrument was acknowledged before me on the day of 2007, by R. E. Carter. 

Notary Public, State of 

My Commission Expires: 
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April 17, 2007 

Helen Pape 
C/o Marguerite C. Buckley 

St. Louis, MO 63144 

Re: Pyramid #1 
W/2 of Section 31, Township 14 South, Range 38 East 
Lea County, New Mexico 

Dear Ms. Buckley: 

In conjunction with our proposal of April 6, 2007 to lease your undivided mineral interest in the 
above described lands, please be advised that our client, Cimarex Energy Co., proposes to drill a 
horizontal Wolfcamp test at the following location in Section 31, Township 14 South, Range 38 
East, Lea County, New Mexico: 

. Surface Hole Location: 2210'FSL & 430'FWL 

. Bottom Hole Location: 330' FSL & 430' FWL 

Enclosed is a detailed AFE reflecting estimated well costs. 

If you wish to participate and pay your proportionate share of well costs, please execute the AFE 
and return to the undersigned as soon as possible. Otherwise, in lieu of being subject to a 
compulsory pooling, you have the option to lease your minerals at the terms previously proposed 
being: 

• $100/Acre, 1/5 Royalty, 3 years 

Please do not hesitate to contact us with any questions. We look forward to your response. 

Sincerely, 

SHAW INTERESTS 

Maner B. Shaw 



CIMAREX 
AUTHORIZATION FOR EXPENDITURE 

COMPANY ENTITY 

Cimarex Energy Co. 
DATE PREPARED 

March 8, 2007 
j REGION 

Permian 

WELL NAME 

Pyramid 

WELL NO 

1 

PROSPECT OR FIELD NAME 

Star-Denton 

PROPERTY NUMBER DRILLING AFE NO. 

LOCATION SHL 2210'FSL & 430'FWL 
BHL 330' FSL & 430' FWL 
Sec 31.T14S, R38E 

COUNTY 

Lea 

STATE 

New Mexico 

TYPE WELL 

OIL X EXPL X 

GAS PROD 

ORIGINAL ESTIMATE - X 

REVISED ESTIMATE 

SUPPLEMENTAL ESTIMATE 

EST. START DATE EST. COMP. DATE FORMATION EST. TD 

9800 TVD 
11600' MD 

PROJECT DESCRIPTION: 
Drill and complete a horizontal wolfcamp well. 

INTANGIBLES 

Intangible Drilling Costs 
Intangible Completion Costs 
TOTAL INTANGIBLE COSTS 

TANGIBLES 
Well Equipment 
Lease Equipment 
TOTAL TANGIBLE WELL COST 

PLUG AND ABANDON COST • 

TOTAL WELL COST: 

DRY HOLE 
COST 

$2,463,180 

2,463,180 

132,000 

132,000 

60,000 

$2,655,180 

AFTER 
CASING POINT 

712,750 
712,750 

474,000 
84,000 

558,000 

(60,000) 

$1,210,750 

COMPLETED 
WELL COST 

$2,463,180 
712,750 

Comments on Well Costs: 
1. All tubulars, well or lease equipment is priced by COPAS and CEPS guidelines using the Historic Price Multiplier. 

3,175,930 

606,000 
84,000 

690,000 

$3,865,930 

WELL CONTROL INSURANCE: 

Unless otherwise indicated below, you, as a non-operating working interest owner, agree to be covered by Operator's well control 
insurance procured by Operator so long as Operator conducts operations hereunder and to pay your prorated share of the premiums 
therefore. If you elect to purchase your own well control insurance, you must provide a certificate of such insurance acceptable to 
Operator, as to form and limits, at the time this AFE is returned, if available, but in no event later than commencement of drilling 
operations. You agree that failure to provide the certificate of insurance, as provided herein, will result in your being covered by 
insurance procured by Operator. 

I elect to purchase my own well control insurance policy. 

Well control insurance procured by Operator, provides, among other terms, for $20,000,000 (100% W.I.) of Combined Single Limit 
coverage for well control and related redrilling and clean-up/pollution expense covering drilling (through completion) with a 
$1,000,000 (100% W.I.) deductible: 

Comments on AFE 

The above costs are estimates only and anticipate trouble free operations without any foreseeable change in plans. The actual costs 
may exceed the estimated costs without affecting the authorization for expenditure herein granted. By approval of this AFE, the 
working interest owner agrees to pay its proportionate share of actual legal, curative, regulatory and well costs under term of the joint 
operating agreement, regulatory order or other applicable agreement covering this well. 

DVALUEI 

CIMAREX ENERGY CO. APPROVAL 
PREPARED BY DRILLING AND COMPLETION MANAGER REGIONAL MANAGER 

Mark Audas, Sr. Drilling/Completion Engineer 
Permian Basin 

Doug Park, Mgr Drilling/Completion Operations 
Offshore and Permian Regions 

Roger Alexander, Regional Manager 
Permian Basin 

JOINT INTEREST APPROVAL 
COMPANY BY DATE 

4/16/2007 11:51 AM 



P R O J E C T C O S T E S T I M A T E 

L E A S E N A M E : P y r a m i d WELL NO.: 

I N T A N G I B L E S 

D R Y H O L E 

C O S T 

A F T E R C A S I N G 

Codes POINT 

C O M P L E T E D 

W E L L C O S T 

ROADS & LOCATION PREPARATION / RESTORATION $100,000 DICC.100 $8,000 $108,000 

DAMAGES •IDC.105 $4,000 DICC.105 $1,000 $5,000 

MUD/FLUIDS DISPOSAL CHARGES $20,000 $20,000 $40,000 

DAY RATE 46 DH DAYS 5 ACP DAYS ( 17430 PER DAY $801,780 $87,150 1,930 

MISC PREPARATION COST (mouse hole, rat hole, pads, pile clusters, misc.) DIDC.120 i,000 $8,000 

BITS $100,000 $1,000 $101,000 

FUEL $2.20 PER GALLON $111,000 $11,000 $122,000 

WATER / COMPLETION FLUIDS DIDC.140 $32,200 $25,000 $57,200 

MUD & ADDITIVES $64,400 $64,400 

SURFACE RENTALS $69,000 $45,000 $114,000 

DOWNHOLE RENTALS $144,000 $10,000 $154,000 

FORMATION EVALUATION (DST, Coring including evaluation, G&G SERVICES) 

MUD LOGGING 37 DAYS @ $900 PER DAY $47,000 $47,000 

OPEN HOLE LOGGING $65,000 $65,000 

CEMENTING & FLOAT EQUIPMENT $50,000 $40,000 $90,000 

TUBULAR INSPECTIONS $5,000 $2,500 $7,500 

CASING CREWS DIDC.195 $12,000 DICC.165 $15,000 $27,000 

EXTRA LABOR, WELDING, ETC. DIDC.200 $27,600 DICC.170 $5,000 $32,600 

LAND TRANSPORTATION (Trucking) $32,200 $7,000 $39,200 

SUPERVISION $51,000 $18,000 $69,000 

TRAILER HOUSE/CAMP/CATERING $17,000 DICC.255 $2,500 $19,500 

OTHER MISC EXPENSES $5,000 $5,000 $10,000 

OVERHEAD $14,000 $4,200 $18,200 

REMEDIAL CEMENTING 

MOB/DEMOB $150,000 $150,000 

DIRECTIONAL DRILLING SERVICES 22 DAYS 9500 PER DAY $209,000 $209,000 

DOCK, DISPATCHER, CRANE 

MARINE & AIR TRANSPORTATION 

SOLIDS CONTROL $166,000 $166,000 

WELL CONTROL EQUIP (Snubbing services) $28,000 $16,800 $44,800 

FISHING & SIDETRACK OPERATIONS 

COMPLETION RIG 14 DAYS( 4400 PER DAY 31,600 31,600 

COIL TUBING DAYS @ PER DAY 

COMPLETION LOGGING, PERFORATING, WL UNITS, WL SURVEYS $35,000 $35,000 

STIMULATION $220,000 $220,000 

LEGAL/REGULATORY/CURATIVE DIDC.300 $10,000 $10,000 

WELL CONTROL INSURANCE ).35 PER FOOT $3,000 $3,000 

CONTINGENCY 5% OF DRILLING INTANGIBLES $117,000 $32,000 $149,000 

CONSTRUCTION FOR WELL EQUIPMENT $1,000 $1,000 

CONSTRUCTION FOR LEASE EQUIPMENT $39,000 $39,000 

CONSTRUCTION FOR SALES P/L 

W^SMî MSM COST $2',463;180 

T A N G I B L E - W E L L E Q U I P M E N T 

CASING SIZE FEET $/FOOT 

DRIVE PIPE 20" 40 . 100.00 $4,000 

CONDUCTOR PIPE 

WATER STRING 

SURFACE CASING 13-3/8" 250 42.00 11,000 $11,000 

INTERMEDIATE CASING 8-5/8" 4,500 23.40 105,000 105,000 

DRILLINGLINER 

DRILLING LINER 

PRODUCTION CASING OR LINER 5 1/2" 156,000 $156,000 

PRODUCTION TIE-BACK 

TUBING 2 7/8" 6.50 csssss> 78,000 $78,000 

N/C WELL EQUIPMENT $9,000 ),000 

WELLHEAD, TREE, CHOKES $28,000 $40,000 

LINER HANGER, ISOLATION PACKER 

PACKER, NIPPLES $110,000 $110,000 

PUMPING UNIT, ENGINE $78,000 $78,000 

LIFT EQUIPMENT (BHP, Rods, Anchors) $15,000 $15,000 

T A N G I B L E - L E A S E E Q U I P M E N T 

N/C LEASE EQUIPMENT $44,000 $44,000 

TANKS, TANKS STEPS, STAIRS $21,000 $21,000 

BATTERY (Heater Treater, Separator, Gas Treating Equipment) $18,000 $18,000 

FLOW LINES (Line Pipe from wellhead to central facility) $1,000 $1,000 

OFFSHORE PRODUCTION STRUCTURE FOR FACILITIES 

PIPELINES TO SALES 

i:6Wi§jigNGiBi:Es $132,000 5;$55$000 1$/69WQ0 

P&A COSTS 60,000 (60,000) 

" "" 5 " 36.5,930 ;: ;-$2,g55|M 
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April 6,2007 

Helen Pape 

C/o Marguerite C. Buckley 
9446 Litzsingle Road 
St. Louis, MO 63144 

Re: Oil & Gas Lease 
W/2 of Section 31 
Township 14 South, Range 38 East 
Lots 3, 4, S/2NW/4, N/2SW/4, 
SW/4NE/4 and NW/4SE/4 of Section 6 
Township 15 South, Range 38 East 
Lea County, New Mexico 

Dear Ms. Pape: 

According to our title research, you own an undivided 5.00125 net mineral acres under 
the above described lands. Enclosed is an Oil and Gas Lease for your review. The terms of this 
Lease are a $100.00 per net mineral acre bonus consideration, three (3) year paid-up primary 
term and three-sixteenths (3/16) royalty. 

If these terms are acceptable, please sign the lease in the presence of a Notary Public, and 
thereafter, return the lease along with the completed W-9 form to the above letterhead address. 
Upon receipt, subject to approval of title, we will process the Lease and forward you a check in 
the amount of $500.13 within thirty (30) days. 

Thank you for your attention to this matter. Should you have any questions, please do 
not hesitate to call. 

Sincerely, 

SHAW INTERESTS 

Tim Lilley 



OIL & GAS LEASE 
THIS AGREEMENT made this 6 , h day of April, 2007, between Helen Pape, herein dealing in her sole and separate property, as Lessor 

(whether one or more), c/o Marguerite C. Buckley, whose address is 9446 Litzsingle Road, St. Louis, MO 63144, and Shaw Interests, Inc. whose address is 
P.O. Box 9612, Midland, Texas 79708, Lessee, 

WITNESSETH: 

1. Lessor, 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 the Lessee herein contained, hereby grants, leases and lets exclusively unto Lessee for the purpose of investigating, exploring, prospecting, drilling, and 
operating for and producing oil and gas, injecting gas, waters, other fluids, and air into subsurface strata, laying pipelines, storing oil, 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 following described land in 
Lea County, New Mexico, to-wit: 

Township 14 South. Range 38 East 
W/2 of Section 31 

Township 15 South, Range 38 East 
Lots 3, 4, S/2NW/4, N/2SW/4, SW/4NE/4 andNW/4SE/4 of Section 6 

Said land is estimated to comprise 640.15998 acres, whether it actually comprises more or less. 

2. Subject to the other provisions herein contained, this lease shall remain in force for a term of Three (3) years from this date (called "primary term") and as long 
thereafter as oil or gas is produced from said land or from land with which said land is pooled. 

3. The royalties to be paid by Lessee are: (a) on oil, and other liquid hydrocarbons saved at the well, three-sixteenths (3/16) of that produced and saved from said 
land, same to be delivered at the wells or to the credit of Lessor in the pipeline to which the wells may be connected; (b) on gas, including casinghead gas or other 
gaseous substance, produced from said land and used off the premises or used in the manufacture of gasoline or other products, the market value at the well of three-
sixteenths (3/16) of the gas used, provided that on gas sold on or off the premises, the royalties shall be three-sixteenths (3/16) of the amount realized from such sale; 
(c) and at any time when this lease is not validated by other provisions hereof and there is a gas and/or condensate well on said land, or land pooled therewith, but gas or 
condensate is not being so sold or used and such well is shut in, either before or after production therefrom, then on or before 90 days after said well is shut in, and 
thereafter at annual intervals, Lessee may pay or tender an advance shut-in royalty equal to $1.00 per net acre of Lessor's gas acreage then 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 it shall be considered under all clauses 
hereof that gas is being produced from the leased premises in paying quantities. Each such payment shall be paid or tendered to the party or parties who at the time of 
such payment would be entitled to receive the royalties which would be paid under this lease if the well were in fact producing. The payment or tender of royalties and 
shut-in royalties may be made by check or draft. Any timely payment or tender of shut-in royalty which is made in a bona fide attempt to make proper payment, but 
which is erroneous in whole or in part as to parties or amounts, shall nevertheless be sufficient to prevent termination of this lease in the same manner as though a 
proper payment had been made if Lessee shall correct such error within 30 days after Lessee has received written notice thereof by certified mail from the 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 of gas on or off 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 to applicable 
regulatory orders and after application of 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 off the leased premises) or transports gas off the leased premises, Lessee in computing royalty hereunder may deduct 
from such price a reasonable charge for each of such functions performed. 

4. This is a paid-up lease and Lessee shall not be obligated during the primary term hereof to commence or continue any operations of 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 to relieve Lessee of the obligation 
to pay royalties on actual production pursuant to the provisions of Paragraph 3 hereof. 

5. Lessee is hereby granted the right and power, from time to time, to pool or combine this lease, the land covered by it or any part or horizon thereof with any other 
land, leases, mineral estates or parts thereof for the production of oil or gas. Units pooled hereunder shall not exceed the standard proration unit fixed by law or by the 
Oil Conservation Division of the Energy and Minerals Department of the State of New Mexico or by any other lawful authority for the pool or area in which said land is 
situated, plus a tolerance of ten percent. Lessee shall file written unit designations in the county in which the premises are located and such units may be designated 
from time to time and either before or after the completion of wells. Drilling operations on or production from any part of any such unit shall be considered for all 
purposes, except the payment of royalty, as operations conducted upon or production from the land described in this lease. There shall be allocated to the land covered 
by this lease included in any such unit that portion of the total production of pooled minerals from wells in the unit, after deducting any used in lease or unit operations, 
which the net oil or gas acreage in the land covered by this lease included in the unit bears to the total number of surface acres in the unit. The production so allocated 
shall be considered for all purposes, including the payment or delivery of royalty, to be the entire production of pooled minerals from the portion of said land covered 
hereby and included in said unit in the same manner as though produced from said land under the terms of this lease. Any pooled unit designated by Lessee, as 
provided herein, may be dissolved by Lessee by recording an appropriate instrument in the County where the land is situated at any time after the completion of a dry 
hole or the cessation of production on said unit. 

6. If at the expiration of the primary term there is no well upon said land capable of producing oil or gas, but Lessee has commenced operations for drilling or 
reworking thereon, this lease shall remain in force so long as operations are prosecuted with no cessation of more than 60 consecutive days, whether such operations be 
on the same well or on a different or additional well or wells, and if they result in the production of oil or gas, so long thereafter as oil or gas is produced from said land. 
If, after the expiration of the primary term, all wells upon said land should become incapable of producing for any cause, this lease shall not terminate if Lessee 
commences operations for additional drilling or for reworking within 60 days thereafter. If any drilling, additional drilling, or reworking operations hereunder result in 
production, then this lease shall remain in full force so long thereafter as oil or 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 all operations hereunder, and the royalty shall be 
computed after deducting any so used. Lessee shall have the right at any time during or after the expiration of this lease to remove all property and fixtures placed by 
Lessee on said land, including the right to draw and remove all casing. When required by Lessor, Lessee will bury all pipe lines on cultivated lands below ordinary 
plow depth, and no well shall be drilled within two hundred feet (200 ft.) of any residence or barn now on said land without Lessor's consent. Lessor shall have the 
privilege, at his risk and expense, of using gas from any gas well on said land for stoves and inside lights in the principal dwelling thereon, out of any surplus gas not 
needed for operations hereunder. 

8. The rights of either party hereunder may be assigned in whole or in part and the provisions hereof shall extend to their heirs, executors, administrators, successors 
and assigns; but no change in the ownership of the land or in the ownership of, or rights to receive, royalties or shut-in royalties, however accomplished shall operate to 
enlarge the obligations or diminish the rights of Lessee; and no such change or division shall be binding upon Lessee for any purpose until 30 days after Lessee has 
been furnished by certified mail at Lessee's principal place of business with acceptable instruments or certified copies thereof constituting the chain of title from the 
original Lessor. If any such change in ownership occurs through the death of the owner, Lessee may, at its option, pay or tender any royalties or shut-in royalties in the 
name of the deceased or to his estate or to his heirs, executor or administrator until such time as Lessee has been furnished with evidence satisfactory to Lessee as to the 
persons entitled to such sums. An assignment of this lease in whole or in part shall, to the extent of such assignment, relieve and discharge Lessee of any obligations 
hereunder and, if Lessee or assignee of part or parts hereof shall fail or make default in the payment of the proportionate part of royalty or shut-in royalty due from such 
Lessee or assignee or fail to comply with any of the provisions of this lease, such default shall not affect this lease insofar as it covers a part of said lands upon which 
Lessee or any assignee thereof shall properly comply or make such payments. 

9. Should Lessee be prevented from complying with any express or implied covenant of this lease, or from conducting drilling or reworking operations hereunder, or 
from producing oil or gas hereunder by reason of scarcity or inability to obtain or use equipment or material, or by operation of force majeure, or by any Federal or state 
law or any order, rule or regulation of governmental authority, or governmental inactivity, 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 drilling or 
reworking operations or from producing oil or gas hereunder; and the time while Lessee is so prevented shall not be counted against Lessee, anything in this lease to the 
contrary notwithstanding. 



10. Lessor hereby warrants and agrees to defend the title to said land and agrees that Lessee at is option may discharge any tax, mortgage or other lien upon said land, 
and in^he event Lessee does so it shall be subrogated to such lien with the right to enforce same and to apply royalties and shut-in royalties payable hereunder toward 
satisfying same. Without impairment of Lessee's rights under the warranty, if this lease covers a less interest in the oil and gas in all or any part of said land than the 
entire and undivided fee simple estate (whether Lessor's interest is herein specified or not) then the royalties, shut-in royalty, and other payments, if any, accruing from 
any part as to which this lease covers less than such full interest, shall be paid only in the proportion which the interest therein, if any, covered by this lease, bears to the 
whole and undivided fee simple estate therein. Should any one or more of the parties named above as Lessors fail to execute this lease, it shall nevertheless be binding 
upon the party or parties executing the same. 

11. Lessee, its or his successors, heirs and assigns, shall have the right 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, or by placing a release thereof of record in the county in which said land is situated; thereupon Lessee 
shall be relieved from all obligations, expressed or implied, of this agreement as to acreage so surrendered, and thereafter the shut-in royalty payable hereunder shall be 
reduced in the proportion that the acreage covered hereby is reduced by said release or releases. 

Executed the day and year first above written. 

Helen Pape 

ACKNOWLEDGMENT 

STATE OF MISSOURI § 
§ 
§ COUNTY OF 

This instrument was acknowledged before me on the day of 2007, by Helen Pape. 

Notary Public, State of Missouri 

My Commission Expires: 
/ 
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April 17, 2007 

C. H. Stevenson 
C/o Marguerite C. Buckley 
9446 Litzsingle Road — (_JLM Vj 4"(7 A B>C^-
St. Louis, MO 63144 

Re: Pyramid #1 
W/2 of Section 31, Township 14 South, Range 38 East 
Lea County, New Mexico 

Dear Ms. Buckley: 

In conjunction with our proposal of April 6, 2007 to lease your undivided mineral interest in the 
above described lands, please be advised that our client, Cimarex Energy Co., proposes to drill a 
horizontal Wolfcamp test at the following location in Section 31, Township 14 South, Range 38 
East, Lea County, New Mexico: 

. Surface Hole Location: 2210'FSL & 430'FWL 

. Bottom Hole Location: 330'FSL & 430'FWL 

Enclosed is a detailed AFE reflecting estimated well costs. 

If you wish to participate and pay your proportionate share of well costs, please execute the AFE 
and return to the undersigned as soon as possible. Otherwise, in lieu of being subject to a 
compulsory pooling, you have the option to lease your minerals at the terms previously proposed 
being: 

• $100/Acre, 1/5 Royalty, 3 years 

Please do not hesitate to contact us with any questions. We look forward to your response. 

Sincerely, 

SHAW INTERESTS 

Maner B. Shaw 



AUTHORIZATION FOR EXPENDITURE 

COMPANY ENTITY 

Cimarex Energy Co. 
DATE PREPARED 

March 8, 2007 
i REGION 

Permian 

WELL NAME 

Pyramid 

WELL NO 

1 

PROSPECTOR FIELD NAME 

Star-Denton 

PROPERTY NUMBER DRILLING AFE NO. 

LOCATION SHL 2210' FSL & 430' FWL 

BHL 330' FSL & 430' FWL 
Sec31,T14S, R38E 

COUNTY 

Lea 

STATE 

New Mexico 

TYPE WELL 

OIL X EXPL X 
GAS PROD 

ORIGINAL ESTIMATE X 

REVISED ESTIMATE 

SUPPLEMENTAL ESTIMATE 

EST. START DATE EST. COMP. DATE FORMATION EST. TD 

9800 TVD 
11600' MD 

PROJECT DESCRIPTION: 
Drill and complete a horizontal wolfcamp well. 

INTANGIBLES 

Intangible Drilling Costs 
Intangible Completion Costs 
TOTAL INTANGIBLE COSTS 

TANGIBLES 
Well Equipment 
Lease Equipment 
TOTAL TANGIBLE WELL COST 

PLUG AND ABANDON COST 

TOTAL WELL COST: 

DRY HOLE 
COST 

$2,463,180 

2,463,180 

132,000 

132,000 

60,000 

$2,655,180 

AFTER 
CASING POINT 

712,750 
712,750 

474,000 
84,000 

558,000 

(60,000) 

$1,210,750 

COMPLETED 
WELL COST 

$2,463,180 
712,750 

Comments on Well Costs: 
1: All tubulars, well or lease equipment is priced by COPAS and CEPS guidelines using the Historic Price Multiplier. 

3,175,930 

606,000 
84,000 

690,000 

$3,865,930 

WELL CONTROL INSURANCE: 

Unless otherwise indicated below, you, as a non-operating working interest owner, agree to be covered by Operator's well control 
insurance procured by Operator so long as Operator conducts operations hereunder and to pay your prorated share of the premiums 
therefore. If you elect to purchase your own well control insurance, you must provide a certificate of such insurance acceptable to 
Operator, as to form and limits, at the time this AFE is returned, if available, but in no event later than commencement of drilling 
operations. You agree that failure to provide the certificate of insurance, as provided herein, will result in your being covered by 
insurance procured by Operator. 

_ _ I elect to purchase my own well control insurance policy. 

Well control insurance procured by Operator, provides, among other terms, for $20,000,000 (100% W.I.) of Combined Single Limit 
coverage for well control and related redrilling and clean-up/pollution expense covering drilling (through completion) with a 
$1,000,000 (100% W.I.) deductible. 

Comments on AFE 

The above costs are estimates only and anticipate trouble free operations without any foreseeable change in plans. The actual costs 
may exceed the estimated costs without affecting the authorization for expenditure herein granted. By approval of this AFE, the 
working interest owner agrees to pay its proportionate share of actual legal, curative, regulatory and well costs under term of the joint 
operating agreement, regulatory order or other applicable agreement covering this well. 

#VALUEI 

CIMAREX ENERGY CO. APPROVAL 
PREPARED BY 

MarkAudas, Sr. Drilling/Completion Engineer 
Permian Basin 

DRILLING AND COMPLETION MANAGER 

Doug Park, Mgr Drilling/Completion Operations 
Offshore and Permian Regions 

REGIONAL MANAGER 

Roger Alexander, Regional Manager 
Permian Basin 

JOINT INTEREST APPROVAL 
COMPANY BY . ., DATE 

4/16/2007 11:51 AM 



a PROJECT COST ESTIMATE 

LEASE NAME: Pyramid WELL NO.: 

I N T A N G I B L E S 

D R Y H O L E 

C O S T 

A F T E R C A S I N G 

Codes POINT 

C O M P L E T E D 

W E L L C O S T 

ROADS & LOCATION PREPARATION / RESTORATION $100,000 $8,000 $108,000 

DAMAGES 1,000 $1,000 $5,000 

MUD/FLUIDS DISPOSAL CHARGES $20,000 $20,000 $40,000 

DAY RATE 46 DH DAYS 5 ACP DAYS @ 17430 PER DAY $801,780 $87,150 $888,930 

MISC PREPARATION COST (mouse hole, rat hole, pads, pile clusters, misc.) $8,000 $8,000 

BITS $100,000 $1,000 $101,000 

FUEL $2.20 PER GALLON $111,000 $11,000 $122,000 

WATER7 COMPLETION FLUIDS OIDC.140 $32,200 $25,000 $57,200 

MUD & ADDITIVES $64,400 1,400 

SURFACE RENTALS $69,000 $45,000 $114,000 

DOWNHOLE RENTALS $144,000 $10,000 $154,000 

FORMATION EVALUATION (DST, Coring including evaluation, G&G SERVICES) 

MUD LOGGING 37 DAYS $900 PER DAY $47,000 $47,000 

OPEN HOLE LOGGING $65,000 $65,000 

CEMENTING & FLOAT EQUIPMENT $50,000 $40,000 $90,000 

TUBULAR INSPECTIONS $5,000 $2,500 $7,500 

CASING CREWS $12,000 $15,000 $27,000 

EXTRA LABOR, WELDING, ETC. $27,600 $5,000 $32,600 

LAND TRANSPORTATION (Trucking) $32,200 $7,000 1,200 

SUPERVISION $51,000 $18,000 ),000 

TRAILER HOUSE/CAMP/CATERING $17,000 !,500 $19,500 

OTHER MISC EXPENSES $5,000 $5,000 $10,000 

OVERHEAD $14,000 $4,200 $18,200 

REMEDIAL CEMENTING 

55 MOB/DEMOB $150,000 $150,000 

DIRECTIONAL DRILLING SERVICES 22 DAYS 9500 PER DAY $209,000 $209,000 

DOCK, DISPATCHER, CRANE 

MARINE & AIR TRANSPORTATION 

SOLIDS CONTROL $166,000 $166,000 

WELL CONTROL EQUIP (Snubbing services) $28,000 $16,800 $44,800 

FISHING & SIDETRACK OPERATIONS 

COMPLETION RIG 14 DAYS( 4400 PER DAY $61,600 $61,600 

COIL TUBING DAYS ( PER DAY 

COMPLETION LOGGING, PERFORATING, WL UNITS, WL SURVEYS $35,000 $35,000 

STIMULATION $220,000 $220,000 

LEGAL/REGULATORY/CURATIVE $10,000 DICC.280 $10,000 

WELL CONTROL INSURANCE $0.35 PER FOOT $3,000 $3,000 

CONTINGENCY 5% OF DRILLING INTANGIBLES $117,000 $32,000 $149,000 

CONSTRUCTION FOR WELL EQUIPMENT $1,000 $1,000 

CONSTRUCTION FOR LEASE EQUIPMENT $39,000 $39,000 

CONSTRUCTION FOR SALES P/L 

$2 46" .180 

T A N G I B L E - W E L L E Q U I P M E N T 

C A S I N G : SIZE FEET $/FOOT 

DRIVE PIPE 20" 100.00 4,000 $4,000 

CONDUCTOR PIPE 

WATER STRING 

SURFACE CASING 13-3/8" 250 42.00 11,000 $11,000 

INTERMEDIATE CASING 8-5/8" 4,500 23.40 105,000 $105,000 

DRILLING LINER 

DRILLINGLINER 

PRODUCTION CASING OR LINER 5 1/2" 9,800 156,000 $156,000 

PRODUCTION TIE-BACK 

TUBING 2 7/8" 12,000 6.50 78,000 $78,000 

N/C WELL EQUIPMENT i,000 i,000 

WELLHEAD, TREE, CHOKES $28,000 $40,000 

LINER HANGER, ISOLATION PACKER 

PACKER, NIPPLES $110,000 $110,000 

PUMPING UNIT, ENGINE $78,000 $78,000 

LIFT EQUIPMENT (BHP, Rods, Anchors) $15,000 $15,000 

T A N G I B L E - L E A S E E Q U I P M E N T 

N/C LEASE EQUIPMENT 1,000 $44,000 

TANKS, TANKS STEPS, STAIRS $21,000 $21,000 

BATTERY (Heater Treater, Separator, Gas Treating Equipment) $18,000 $18,000 

FLOW LINES (Line Pipe from wellhead to central facility) 1,000 $1,000 

OFFSHORE PRODUCTION STRUCTURE FOR FACILITIES 

PIPELINES TO SALES 

i§TliiM"s'iBiEsi : . \$5S8 000 ^•;,^.$690,CiqO 

P&A COSTS 60,000 (60,000) 

X, $2,655,18C Si;21,0,750 
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April 6, 2007 

C. H. Stevenson 
C/o Marguerite C. Buckley 
9446 Litzsingle Road 
St. Louis, MO 63144 

Re: Oil & Gas Lease 
W/2 of Section 31 
Township 14 South, Range 38 East 
Lots 3, 4, S/2NW/4, N/2SW/4, 
SW/4NE/4 and NW/4SE/4 of Section 6 
Township 15 South, Range 38 East 
Lea County, New Mexico 

Dear Mr. Stevenson: 

According to our title research, you own an undivided 3.00075 net mineral acres under 
the above described lands. Enclosed is an Oil and Gas Lease for your review. The terms of this 
Lease are a $100.00 per net mineral acre bonus consideration, three (3) year paid-up primary 
term and three-sixteenths (3/16) royalty. 

If these terms are acceptable, please sign the lease in the presence of a Notary Public, and 
thereafter, return the lease along with the completed W-9 form to the above letterhead address. 
Upon receipt, subject to approval of title, we will process the Lease and forward you a check in 
the amount of $300.08 within thirty (30) days. 

Thank you for your attention to this matter. Should you have any questions, please do 
not hesitate to call. 

Sincerely, 

SHAW INTERESTS 

Tim Lilley 



OIL & GAS LEASE 
THIS AGREEMENT made this 6 , h day of April, 2007, between C. H. Stevenson, herein dealing in his sole and separate property, as Lessor 

(whether one or more), c/o Marguerite C. Buckley, whose address is 9446 Litzsingle Road, St. Louis, MO 63144, and Shaw Interests, Inc. whose address is 
P.O. Box 9612, Midland, Texas 79708, Lessee, 

WITNESSETH: 

1. Lessor, 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 the Lessee herein contained, hereby grants, leases and lets exclusively unto Lessee for the purpose of investigating, exploring, prospecting, drilling, and 
operating for and producing oil and gas, injecting gas, waters, other fluids, and air into subsurface strata, laying pipelines, storing oil, 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 following described land in 
Lea County, New Mexico, to-wit: 

Township 14 South, Range 38 East 
W/2 of Section 31 

Township 15 South, Range 38 East 
Lots 3, 4, S/2NW/4, N/2SW/4, SW/4NE/4 and NW/4SE/4 of Section 6 

Said land is estimated to comprise 640.15998 acres, whether it actually comprises more or less. 

2. Subject to the other provisions herein contained, this lease shall remain in force for a term of Three (3) years from this date (called "primary term") and as long 
thereafter as oil or gas is produced from said land or from land with which said land is pooled. 

3. The royalties to be paid by Lessee are: (a) on oil, and other liquid hydrocarbons saved at the well, three-sixteenths (3/16) of that produced and saved from said 
land, same to be delivered at the wells or to the credit of Lessor in the pipeline to which the wells may be connected; (b) on gas, including casinghead gas or other 
gaseous substance produced from said land and used off the premises or used in the manufacture of gasoline or other products, the market value at the well of three-
sixteenths (3/16) of the gas used, provided that on gas sold on or off the premises, the royalties shall be three-sixteenths (3/16) of the amount realized from such sale; 
(c) and at any time when this lease is not validated by other provisions hereof and there is a gas and/or condensate well on said land, or land pooled therewith, but gas or 
condensate is not being so sold or used and such well is shut in, either before or after production therefrom, then on or before 90 days after said well is shut in, and 
thereafter at annual intervals, Lessee may pay or tender an advance shut-in royalty equal to $1.00 per net acre of Lessor's gas acreage then 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 it shall be considered under all clauses 
hereof that gas is being produced from the leased premises in paying quantities. Each such payment shall be paid or tendered to the party or parties who at the time of 
such payment would be entitled to receive the royalties which would be paid under this lease if the well were in fact producing. The payment or tender of royalties and 
shut-in royalties may be made by check or draft. Any timely payment or tender of shut-in royalty which is made in a bona fide attempt to make proper payment, but 
which is erroneous in whole or in part as to parties or amounts, shall nevertheless be sufficient to prevent termination of this lease in the same manner as though a 
proper payment had been made if Lessee shall correct such error within 30 days after Lessee has received written notice thereof by certified mail from the 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 of gas on or off 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 to applicable 
regulatory orders and after application of 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 off the leased premises) or transports gas off the leased premises, Lessee in computing royalty hereunder may deduct 
from such price a reasonable charge for each of such functions performed. 

4. This is a paid-up lease and Lessee shall not be obligated during the primary term hereof to commence or continue any operations of 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 to relieve Lessee of the obligation 
to pay royalties on actual production pursuant to the provisions of Paragraph 3 hereof. 

5. Lessee is hereby granted the right and power, from time to time, to pool or combine this lease, the land covered by it or any part or horizon thereof with any other 
land, leases, mineral estates or parts thereof for the production of oil or gas. Units pooled hereunder shall not exceed the standard proration unit fixed by law or by the 
Oil Conservation Division of the Energy and Minerals Department of the State of New Mexico or by any other lawful authority for the pool or area in which said land is 
situated, plus a tolerance of ten percent. Lessee shall file written unit designations in the county in which the premises are located and such units may be designated 
from time to time and either before or after the completion of wells. Drilling operations on or production from any part of any such unit shall be considered for all 
purposes, except the payment of royalty, as operations conducted upon or production from the land described in this lease. There shall be allocated to the land covered 
by this lease included in any such unit that portion of the total production of pooled minerals from wells in the unit, after deducting any used in lease or unit operations, 
which the net oil or gas acreage in the land covered by this lease included in the unit bears to the total number of surface acres in the unit. The production so allocated 
shall be considered for all purposes, including the payment or delivery of royalty, to be the entire production of pooled minerals from the portion of said land covered 
hereby and included in said unit in the same manner as though produced from said land under the terms of this lease. Any pooled unit designated by Lessee, as 
provided herein, may be dissolved by Lessee by recording an appropriate instrument in the County where the land is situated at any time after the completion of a dry 
hole or the cessation of production on said unit. 

6. If at the expiration of the primary term there is no well upon said land capable of producing oil or gas, but Lessee has commenced operations for drilling or 
reworking thereon, this lease shall remain in force so long as operations are prosecuted with no cessation of more than 60 consecutive days, whether such operations be 
on the same well or on a different or additional well or wells, and if they result in the production of oil or gas, so long thereafter as oil or gas is produced from said land. 
If, after the expiration of the primary term, all wells upon said land should become incapable of producing for any cause, this lease shall not terminate i f Lessee 
commences operations for additional drilling or for reworking within 60 days thereafter. I f any drilling, additional drilling, or reworking operations hereunder result in 
production, then this lease shall remain in full force so long thereafter as oil or 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 all operations hereunder, and the royalty shall be 
computed after deducting any so used. Lessee shall have the right at any time during or after the expiration of this lease to remove all property and fixtures placed by 
Lessee on said land, including the right to draw and remove all casing. When required by Lessor, Lessee will bury all pipe lines on cultivated lands below ordinary 
plow depth, and no well shall be drilled within two hundred feet (200 ft.) of any residence or bam now on said land without Lessor's consent. Lessor shall have the 
privilege, at his risk and expense, of using gas from any gas well on said land for stoves and inside lights in the principal dwelling thereon, out of any surplus gas not 
needed for operations hereunder. 

8. The rights of either party hereunder may be assigned in whole or in part and the provisions hereof shall extend to their heirs, executors, administrators, successors 
and assigns; but no change in the ownership of the land or in the ownership of, or rights to receive, royalties or shut-in royalties, however accomplished shall operate to 
enlarge the obligations or diminish the rights of Lessee; and no such change or division shall be binding upon Lessee for any purpose until 30 days after Lessee has 
been furnished by certified mail at Lessee's principal place of business with acceptable instruments or certified copies thereof constituting the chain of title from the 
original Lessor. If any such change in ownership occurs through the death of the owner, Lessee may, at its option, pay or tender any royalties or shut-in royalties in the 
name of the deceased or to his estate or to his heirs, executor or administrator until such time as Lessee has been furnished with evidence satisfactory to Lessee as to the 
persons entitled to such sums. An assignment of this lease in whole or in part shall, to the extent of such assignment, relieve and discharge Lessee of any obligations 
hereunder and, if Lessee or assignee of part or parts hereof shall fail or make default in the payment of the proportionate part of royalty or shut-in royalty due from such 
Lessee or assignee or fail to comply with any of the provisions of this lease, such default shall not affect this tease insofar as it covers a part of said lands upon which 
Lessee or any assignee thereof shall properly comply or make such payments. 

9. Should Lessee be prevented from complying with any express or implied covenant of this lease, or from conducting drilling or reworking operations hereunder, or 
from producing oil or gas hereunder by reason of scarcity or inability to obtain or use equipment or material, or by operation of force majeure, or by any Federal or state 
law or any order, rule or regulation of governmental authority, or governmental inactivity, 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 drilling or 
reworking operations or from producing oil or gas hereunder; and the time while Lessee is so prevented shall not be counted against Lessee, anything in this lease to the 
contrary notwithstanding. 



10. Lessor hereby warrants and agrees to defend the title to said land and agrees that Lessee at is option may discharge any tax, mortgage or other lien upon said land, 
and in the event Lessee does so it shall be subrogated to such lien with the right to enforce same and to apply royalties and shut-in royalties payable hereunder toward 
satisfying same. Without impairment of Lessee's rights under the warranty, if this lease covers a less interest in the oil and gas in all or any part of said land than the 
entire and undivided fee simple estate (whether Lessor's interest is herein specified or not) then the royalties, shut-in royalty, and other payments, if any, accruing from 
any part as to which this lease covers less than such full interest, shall be paid only in the proportion which the interest therein, if any, covered by this lease, bears to the 
whole and undivided fee simple estate therein. Should any one or more of the parties named above as Lessors fail to execute this lease, it shall nevertheless be binding 
upon the party or parties executing the same. 

11. Lessee, its or his successors, heirs and assigns, shall have the right 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, or by placing a release thereof of record in the county in which said land is situated; thereupon Lessee 
shall be relieved from all obligations, expressed or implied, of this agreement as to acreage so surrendered, and thereafter the shut-in royalty payable hereunder shall be 
reduced in the proportion that the acreage covered hereby is reduced by said release or releases. 

Executed the day and year first above written. 

C. H. Stevenson 

ACKNOWLEDGMENT 

STATE OF MISSOURI § 
§ 
§ COUNTY OF 

This instrument was acknowledged before me on the day of 2007, by C. H. Stevenson. 

Notary Public, State of Missouri 

My Commission Expires: 
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April 17, 2007 

Jennie Spack 

C/o Marguerite C. Buckley 
9446 Litzsingle Road (JLfitTj<<zL-l 0 fc_<-*A*^- € 
St. Louis, MO 63144 

Re: Pyramid #1 
W/2 of Section 31, Township 14 South, Range 38 East 
Lea County, New Mexico 

Dear Ms. Buckley: 

In conjunction with our proposal of April 6, 2007 to lease your undivided mineral interest in the 
above described lands, please be advised that our client, Cimarex Energy Co., proposes to drill a 
horizontal Wolfcamp test at the following location in Section 31, Township 14 South, Range 38 
East, Lea County, New Mexico: 

. Surface Hole Location: 2210' FSL & 430' FWL 

. Bottom Hole Location: 330'FSL & 430'FWL 

Enclosed is a detailed AFE reflecting estimated well costs. 

If you wish to participate and pay your proportionate share of well costs, please execute the AFE 
and return to the undersigned as soon as possible. Otherwise, in lieu of being subject to a 
compulsory pooling, you have the option to lease your minerals at the terms previously proposed 
being: 

. $100/Acre, 1/5 Royalty, 3 years 

Please do not hesitate to contact us with any questions. We look forward to your response. 

Sincerely, 



AUTHORIZATION FOR EXPENDITURE 

COMPANY ENTITY 

Cimarex Energy Co. 
DATE PREPARED 

March 8, 2007 
| REGION 

Permian 

WELL NAME 

Pyramid 

WELL NO 

1 

PROSPECTOR FIELD NAME 

Star-Denton 

PROPERTY NUMBER DRILLING AFE NO. 

LOCATION SHL 2210' FSL & 430' FWL 

BHL 330' FSL & 430' FWL 
Sec 31, T14S, R38E 

COUNTY 

Lea 

STATE 

New Mexico 

TYPE WELL 

OIL X EXPL X 

GAS PROD 

ORIGINAL ESTIMATE x 

REVISED ESTIMATE 

SUPPLEMENTAL ESTIMATE 

EST. START DATE . EST. COMP. DATE FORMATION EST. TD 

9800 TVD 
11600' MD 

PROJECT DESCRIPTION: 
Drill and complete a horizontal wolfcamp well. 

INTANGIBLES 

Intangible Drilling Costs 
Intangible Completion Costs 
TOTAL INTANGIBLE COSTS 

TANGIBLES 
Well Equipment 
Lease Equipment 
TOTAL TANGIBLE WELL COST 

PLUG AND ABANDON COST 

TOTAL WELL COST: 

DRY HOLE 
COST 

$2,463,180 

2,463,180 

132,000 

132,000 

60.000 

$2,655,180 

AFTER 
CASING POINT 

712,750 
712,750 

474,000 
84,000 

558,000 

(60,000) 

$1,210,750 

COMPLETED 
WELL COST 

$2,463,180 
712,750 

Comments on Well Costs: 
1. All tubulars, well or lease equipment is priced by COPAS and CEPS guidelines using the Historic Price Multiplier. 

3,175,930 

606,000 
84,000 

690,000 

$3,865,930 

WELL CONTROL INSURANCE: 

Unless otherwise indicated below, you, as a non-operating working interest owner, agree to be covered by Operator's well control 
insurance procured by Operator so long as Operator conducts operations hereunder and to pay your prorated share of the premiums 
therefore. If you elect to purchase your own well control insurance, you must provide a certificate of such insurance acceptable to 
Operator, as to form and limits, at the time this AFE is returned, if available, but in no event later than commencement of drilling 
operations. You agree that failure to provide the certificate of insurance, as provided herein, will result in your being covered by 
insurance procured by Operator. 

I elect to purchase my own well control insurance policy. 

Well control insurance procured by Operator, provides, among other terms, for $20,000,000 (100% W l ) of Combined Single Limit 
coverage for well control and related redrilling and clean-up/pollution expense covering drilling (through completion) with a 
$1,000,000 (100% W.I.) deductible. 

Comments on AFE 

The above costs are estimates only and anticipate trouble free operations without any foreseeable change in plans. The actual costs 
may exceed the estimated costs without affecting the authorization for expenditure herein granted. By approval of this AFE, the 
working interest owner agrees to pay its proportionate share of actual legal, curative, regulatory and well costs under term of the joint 
operating agreement, regulatory order or other applicable agreement covering this well. 

(fVALUEl 

CIMAREXENERGY CO. APPROVAL 
PREPARED BY DRILLING AND COMPLETION MANAGER REGIONAL MANAGER 

Mark Audas, Sr. Drilling/Completion Engineer 
Permian Basin 

Doug Park, Mgr Drilling/Completion Operations 
Offshore and Permian Regions 

Roger Alexander, Regional Manager 
Permian Basin 

JOINT INTEREST APPROVAL 
COMPANY BY DATE 

4/16/2007 11:51 AM 



P R O J E C T C O S T E S T I M A T E 

L E A S E N A M E : P y r a m i d WELL NO.: 

I N T A N G I B L E S 

D R Y H O L E 

C O S T 

A F T E R C A S I N G 

Codes POINT 

C O M P L E T E D 

W E L L C O S T 

ROADS & LOCATION PREPARATION / RESTORATION $100,000 DICC.100 $8,000 $108,000 

DAMAGES DIDC.105 $4,000 DICC.105 $1,000 $5,000 

MUD/FLUIDS DISPOSAL CHARGES $20,000 $20,000 $40,000 

DAY RATE 46 DH DAYS 5 ACP DAYS (• 17430 PER DAY $801,780 $87,150 

\ \ \ \ \ \ \ \ \ \ ^ 
$888,930 

MISC PREPARATION COST (mouse hole, rat hole, pads, pile clusters, misc.) $8,000 $8,000 

BITS $100,000 $1,000 $101,000 

FUEL $2.20 PER GALLON $111,000 $11,000 $122,000 

WATER / COMPLETION FLUIDS DIDC.140 $32,200 $25,000 $57,200 

MUD & ADDITIVES $64,400 $64,400 

SURFACE RENTALS $69,000 $45,000 $114,000 

DOWNHOLE RENTALS $144,000 $10,000 $154,000 

FORMATION EVALUATION (DST, Coring including evaluation, G&G SERVICES) DIDC.160 

MUD LOGGING 37 DAYS $900 PER DAY $47,000 $47,000 

OPEN HOLE LOGGING $65,000 $65,000 

CEMENTING & FLOAT EQUIPMENT ' $50,000 $40,000 $90,000 

TUBULAR INSPECTIONS $5,000 $2,500 $7,500 

CASING CREWS $12,000 $15,000 $27,000 

EXTRA LABOR, WELDING, ETC. $27,600 $5,000 $32,600 

LAND TRANSPORTATION (Trucking) $32,200 $7,000 $39,200 

SUPERVISION $51,000 $18,000 $69,000 

TRAILER HOUSE/CAMP/CATERING $17,000 $2,500 $19,500 

OTHER MISC EXPENSES $5,000 $5,000 $10,000 

OVERHEAD $14,000 $4,200 $18,200 

REMEDIAL CEMENTING 

MOB/DEMOB $150,000 $150,000 

DIRECTIONAL DRILLING SERVICES 22 DAYS 9500 PER DAY DIDC.245 $209,000 $209,000 

DOCK, DISPATCHER, CRANE 

MARINE & AIR TRANSPORTATION DIDC.275 

SOLIDS CONTROL • IDC.260 $166,000 $166,000 

WELL CONTROL EQUIP (Snubbing services) $28,000 $16,800 $44,800 

FISHING & SIDETRACK OPERATIONS 

COMPLETION RIG 14 DAYS( 4400 PER DAY DICC.115 $61,600 $61,600 

COIL TUBING DAYS ( PER DAY 

COMPLETION LOGGING, PERFORATING, WL UNITS, WL SURVEYS $35,000 $35,000 

STIMULATION $220,000 $220,000 

LEGAL/REGULATORY/CURATIVE $10,000 $10,000 

WELL CONTROL INSURANCE $0.35 PER FOOT •IDC.285 $3,000 $3,000 

CONTINGENCY 5% OF DRILLING INTANGIBLES DIDC.435 $117,000 $32,000 $149,000 

CONSTRUCTION FOR WELL EQUIPMENT $1,000 $1,000 

CONSTRUCTION FOR LEASE EQUIPMENT $39,000 $39,000 

CONSTRUCTION FOR SALES P/L 

liliMiljiliiBlslgosT- , . . •• ; ,-: • >ry*$712,750 :|3;i75;{i3o 

T A N G I B L E - W E L L E Q U I P M E N T 

C A S I N G ! SIZE FEET $/FOOT 

DRIVE PIPE 20" 40 100.00 4,000 $4,000 

CONDUCTOR PIPE 

WATERSTRING 

SURFACE CASING 13-3/8" 250 42.00 11,000 $11,000 

INTERMEDIATE CASING 8-5/8" 4,500 23.40 105,000 $105,000 

DRILLINGLINER 

DRILLINGLINER 

PRODUCTION CASING OR LINER 5 1/2" 9,800 15.90 156,000 $156,000 

PRODUCTION TIE-BACK 

TUBING 2 7/8" 12,000 6.50 78,000 $78,000 

N/C WELL EQUIPMENT !,000 $9,000 

WELLHEAD, TREE, CHOKES 12,000 $28,000 $40,000 

LINER HANGER, ISOLATION PACKER 

PACKER, NIPPLES DWEA.130 $110,000 $110,000 

PUMPING UNIT, ENGINE $78,000 $78,000 

LIFT EQUIPMENT (BHP, Rods, Anchors) $15,000 $15,000 

T A N G I B L E - L E A S E E Q U I P M E N T 

N/C LEASE EQUIPMENT $44,000 $44,000 

TANKS, TANKS STEPS, STAIRS $21,000 $21,000 

BATTERY (HeaterTreater, Separator, Gas Treating Equipment) $18,000 $18,000 

FLOW LINES (Line Pipe from wellhead to central facility) $1,000 $1,000 

OFFSHORE PRODUCTION STRUCTURE FOR FACILITIES 

PIPELINES TO SALES 

$132,001) ' $558,000 $630,000 

P&A COSTS 60.000 (60,000) 

-?;YS2:65S;180 •' S1.21,0;750l : . S3.865;ii3Q 
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April 6, 2007 

Jennie Spack 

C/o Marguerite C. Buckley 
9446 Litzsingle Road 
St. Louis, MO 63144 

Re: Oil & Gas Lease 
W/2 of Section 31 
Township 14 South, Range 38 East 
Lots 3, 4, S/2NW/4, N/2SW/4, 
SW/4NE/4 and NW/4SE/4 of Section 6 
Township 15 South, Range 38 East 
Lea County, New Mexico 

Dear Ms. Spack: 

According to our title research, you own an undivided 2.0005 net mineral acres under the 
above described lands. Enclosed is an Oil and Gas Lease for your review. The terms of this 
Lease are a $100.00 per net mineral acre bonus consideration, three (3) year paid-up primary 
term and three-sixteenths (3/16) royalty. 

If these terms are acceptable, please sign the lease in the presence of a Notary Public, and 
thereafter, return the lease along with the completed W-9 form to the above letterhead address. 
Upon receipt, subject to approval of title, we will process the Lease and forward you a check in 
the amount of $200.05 within thirty (30) days. 

Thank you for your attention to this matter. Should you have any questions, please do 
not hesitate to call. 

Sincerely, 

SHAW INTERESTS 

Tim Lilley 



OIL & GAS LEASE 
• THIS AGREEMENT made this 6 ,h day of April, 2007, between Jennie Spack, herein dealing in her sole and separate property, as Lessor 

(whether one or more), c/o Marguerite C. Buckley, whose address is 9446 Litzsingle Road, St. Louis, MO 63144, and Shaw Interests, Inc. whose address is 
P.O. Box 9612, Midland, Texas 79708, Lessee, 

WITNESSETH: 

1. Lessor, 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 the Lessee herein contained, hereby grants, leases and lets exclusively unto Lessee for the purpose of investigating, exploring, prospecting, drilling, and 
operating for and producing oil and gas, injecting gas, waters, other fluids, and air into subsurface strata, laying pipelines, storing oil, 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 following described land in 
Lea County, New Mexico, to-wit: 

Township 14 South, Range 38 East 
W/2 of Section 31 

Township 15 South, Range 38 East 
Lots 3, 4, S/2NW/4, N/2SW/4, SW/4NE/4 and NW/4SE/4 of Section 6 

Said land is estimated to comprise 640.15998 acres, whether it actually comprises more or less. 

2. Subject to the other provisions herein contained, this lease shall remain in force for a term of Three (3) years from this date (called "primary term") and as long 
thereafter as oil or gas is produced from said land or from land with which said land is pooled. 

3. The royalties to be paid by Lessee are: (a) on oil, and other liquid hydrocarbons saved at the well, three-sixteenths (3/16) of that produced and saved from said 
land, same to be delivered at the wells or to the credit of Lessor in the pipeline to which the wells may be connected; (b) on gas, including casinghead gas or other 
gaseous substance produced from said land and used off the premises or used in the manufacture of gasoline or other products, the market value at the well of three-
sixteenths (3/16) of the gas used, provided that on gas sold on or off the premises, the royalties shall be three-sixteenths (3/16) of the amount realized from such sale; 
(c) and at any time when this lease is not validated by other provisions hereof and there is a gas and/or condensate well on said land, or land pooled therewith, but gas or 
condensate is not being so sold or used and such well is shut in, either before or after production therefrom, then on or before 90 days after said well is shut in, and 
thereafter at annual intervals, Lessee may pay or tender an advance shut-in royalty equal to $1.00 per net acre of Lessor's gas acreage then 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 it shall be considered under all clauses 
hereof that gas is being produced from the leased premises in paying quantities. Each such payment shall be paid or tendered to the party or parties who at the time of 
such payment would be entitled to receive the royalties which would be paid under this lease if the well were in fact producing. The payment or tender of royalties and 
shut-in royalties may be made by check or draft. Any timely payment or tender of shut-in royalty which is made in a bona fide attempt to make proper payment, but 
which is erroneous in whole or in part as to parties or amounts, shall nevertheless be sufficient to prevent termination of this lease in the same manner as though a 
proper payment had been made if Lessee shall correct such error within 30 days after Lessee has received written notice thereof by certified mail from the 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 of gas on or off 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 to applicable 
regulatory orders and after application of 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 off the leased premises) or transports gas off the leased premises, Lessee in computing royalty hereunder may deduct 
from such price a reasonable charge for each of such functions performed. 

4. This is a paid-up lease and Lessee shall not be obligated during the primary term hereof to commence or continue any operations of 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 to relieve Lessee of the obligation 
to pay royalties on actual production pursuant to the provisions of Paragraph 3 hereof. 

5. Lessee is hereby granted the right and power, from time to time, to pool or combine this lease, the land covered by it or any part or horizon thereof with any other 
land, leases, mineral estates or parts thereof for the production of oil or gas. Units pooled hereunder shall not exceed the standard proration unit fixed by law or by the 
Oil Conservation Division of the Energy and Minerals Department of the State of New Mexico or by any other lawful authority for the pool or area in which said land is 
situated, plus a tolerance of ten percent. Lessee shall file written unit designations in the county in which the premises are located and such units may be designated 
from time to time and either before or after the completion of wells. Drilling operations on or production from any part of any such unit shall be considered for all 
purposes, except the payment of royalty, as operations conducted upon or production from the land described in this lease. There shall be allocated to the land covered 
by this lease included in any such unit that portion of the total production of pooled minerals from wells in the unit, after deducting any used in lease or unit operations, 
which the net oil or gas acreage in the land covered by this lease included in the unit bears to the total number of surface acres in the unit. The production so allocated 
shall be considered for all purposes, including the payment or delivery of royalty, to be the entire production of pooled minerals from the portion of said land covered 
hereby and included in said unit in the same manner as though produced from said land under the terms of this lease. Any pooled unit designated by Lessee, as 
provided herein, may be dissolved by Lessee by recording an appropriate instrument in the County where the land is situated at any time after the completion of a dry 
hole or the cessation of production on said unit. 

6. If at the expiration of the primary term there is no well upon said land capable of producing oil or gas, but Lessee has commenced operations for drilling or 
reworking thereon, this lease shall remain in force so long as operations are prosecuted with no cessation of more than 60 consecutive days, whether such operations be 
on the same well or on a different or additional well or wells, and if they result in the production of oil or gas, so long thereafter as oil or gas is produced from said land. 
If, after the expiration of the primary term, all wells upon said land should become incapable of producing for any cause, this lease shall not terminate if Lessee 
commences operations for additional drilling or for reworking within 60 days thereafter. If any drilling, additional drilling, or reworking operations hereunder result in 
production, then this lease shall remain in full force so long thereafter as Oil or 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 all operations hereunder, and the royalty shall be 

computed after deducting any so used. Lessee shall have the right at any time during or after the expiration of this lease to remove all property and fixtures placed by 
Lessee on said land, including the right to draw and remove all casing. When required by Lessor, Lessee will bury all pipe lines on cultivated lands below ordinary 
plow depth, and no well shall be drilled within two hundred feet (200 ft.) of any residence or barn now on said land without Lessor's consent. Lessor shall have the 
privilege, at his risk and expense, of using gas from any gas well on said land for stoves and inside lights in the principal dwelling thereon, out of any surplus gas not 
needed for operations hereunder. 

8. The rights of either party hereunder may be assigned in whole or in part and the provisions hereof shall extend to their heirs, executors, administrators, successors 
and assigns; but no change in the ownership of the land or in the ownership of, or rights to receive, royalties or shut-in royalties, however accomplished shall operate to 
enlarge the obligations or diminish the rights of Lessee; and no such change'or division shall be binding upon Lessee for any purpose until 30 days after Lessee has 
been' furnished by certified mail at Lessee's principal place of business with acceptable instruments or certified copies thereof constituting the chain of title from the 
original Lessor. If any such change in ownership occurs through the death of the owner, Lessee may, at its option, pay or tender any royalties or shut-in royalties in the 
name of the deceased or to his estate or to his heirs, executor or administrator until such time as Lessee has been furnished with evidence satisfactory to Lessee as to the 
persons entitled to such sums. An assignment of this lease in whole or in part shall, to the extent of such assignment, relieve and discharge Lessee of any obligations 
hereunder and, if Lessee or assignee of part or parts hereof shall fail or make default in the payment of the proportionate part of royalty or shut-in royalty due from such 
Lessee or assignee or fail to comply with any of the provisions of this lease, such default shall not affect this lease insofar as it covers a part of said lands upon which 
Lessee or any assignee thereof shall properly comply or make such payments. 

9. Should Lessee be prevented from complying with any express or implied covenant of this lease, or from conducting drilling or reworking operations hereunder, or 
from producing oil or gas hereunder by reason of scarcity or inability to obtain or use equipment or material, or by operation offeree majeure, or by any Federal or state 
law or any order, rule or regulation of governmental authority, or governmental inactivity, 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 drilling or 
reworking operations or from producing oil or gas hereunder; and the time while Lessee is so prevented shall not be counted against Lessee, anything in this lease to the 
contrary notwithstanding. 



UO. Lesso'r hereby warrants and agrees to defend the title to said land and agrees that Lessee at is option may discharge any tax, mortgage or other lien upon said land, 
and in the event Lessee does so it shall be subrogated to such lien with the right to enforce same and to apply royalties and shut-in royalties payable hereunder toward 
satisfying same. Without impairment of Lessee's rights under the warranty, if this lease covers a less interest in the oil and gas in all or any part of said land than the 
entire and undivided fee simple estate (whether Lessor's interest is herein specified or not) then the royalties, shut-in royalty, and other payments, if any, accruing from 
any part as to which this lease covers less than such full interest, shall be paid only in the proportion which the interest therein, if any, covered by this lease, bears to the 
whole and undivided fee simple estate therein. Should any one or more of the parties named above as Lessors fail to execute this lease, it shall nevertheless be binding 
upon the party or parties executing the same. 

11. Lessee, its or his successors, heirs and assigns, shall have the right 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, or by placing a release thereof of record in the county in which said land is situated; thereupon Lessee 
shall be relieved from all obligations, expressed or implied, of this agreement as to acreage so surrendered, and thereafter the shut-in royalty payable hereunder shall be 
reduced in the proportion that the acreage covered hereby is reduced by said release or releases. 

Executed the day and year first above written. 

Jennie Spack 

ACKNOWLEDGMENT 

STATE OF MISSOURI § 
§ 

COUNTY OF § 

This instrument was acknowledged before me on the day of , 2007, by Jennie Spack. 

Notary Public, State of Missouri 

My Commission Expires: 
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April 17, 2007 

T. D. Fussell 
C/o Marguerite C. Buckley 
9446 Litzsingle Road — L ^ J t c b h <L_ / \J »A C ' T 
St. Louis, MO 63144 

Re: Pyramid #1 
W/2 of Section 31, Township 14 South, Range 38 East 
Lea County, New Mexico 

Dear Ms. Buckley: 

In conjunction with our proposal of April 6, 2007 to lease your undivided mineral interest in the 
above described lands, please be advised that our client, Cimarex Energy Co., proposes to drill a 
horizontal Wolfcamp test at the following location in Section 31, Township 14 South, Range 38 
East, Lea County, New Mexico: 

• Surface Hole Location: 2210'FSL & 430'FWL 
. Bottom Hole Location: 330'FSL & 430'FWL 

Enclosed is a detailed AFE reflecting estimated well costs. 

If you wish to participate and pay your proportionate share of well costs, please execute the AFE 
and return to the undersigned as soon as possible. Otherwise, in lieu of being subject to a 
compulsory pooling, you have the option to lease your minerals at the terms previously proposed 
being: 

. $100/Acre, 1/5 Royalty, 3 years 

Please do not hesitate to contact us with any questions. We look forward to your response. 

Sincerely, 

SHAW INTERESTS 

Maner B. Shaw 



AUTHORIZATION FOR EXPENDITURE 

COMPANY ENTITY 

Cimarex Energy Co. 
DATE PREPARED 

March 8, 2007 
j REGION 

Permian 

WELL NAME 

Pyramid 

WELL NO 

1 

PROSPECT OR FIELD NAME 

Star-Denton 

PROPERTY NUMBER DRILLING AFE NO. 

LOCATION SHL 2210' FSL & 430' FWL 

BHL 330'FSL & 430'FWL 
Sec 31, T14S, R38E 

COUNTY 

Lea 

STATE 

New Mexico 

TYPE WELL 

OIL X EXPL X 

GAS PROD 

ORIGINAL ESTIMATE X 

REVISED ESTIMATE 

SUPPLEMENTAL ESTIMATE 

EST. START DATE EST. COMP. DATE FORMATION EST. TD 

9800 TVD 
11600" MD 

PROJECT DESCRIPTION: 
Drill and complete a horizontal wolfcamp well. 

INTANGIBLES 

Intangible Drilling Costs 
Intangible Completion Costs 
TOTAL INTANGIBLE COSTS 

TANGIBLES 
Well Equipment 
Lease Equipment 
TOTAL TANGIBLE WELL COST 

PLUG AND ABANDON COST 

TOTAL WELL COST: 

DRY HOLE 
COST 

$2,463,180 

2,463,180 

132,000 

132,000 

60,000 

$2,655,180 

AFTER 
CASING POINT 

712,750 
712,750 

474,000 
84,000 
558,000 

(60,000) 

$1,210,750 

COMPLETED 
WELL COST 

$2,463,180 
712,750 

Comments on Well Costs: 
~\ . All tubulars, well or lease equipment is priced by COPAS and CEPS guidelines using the Historic Price Multiplier. 

3,175,930 

606,000 
84,000 

690,000 

$3,865,930 

WELL CONTROL INSURANCE: 

Unless otherwise indicated below, you, as a non-operating working interest owner, agree to be covered by Operator's well control 
insurance procured by Operator so long as Operator conducts operations hereunder and to pay your prorated share of the premiums 
therefore. If you elect to purchase your own well control insurance, you must provide a certificate of such insurance acceptable to 
Operator, as to form and limits, at the time this AFE is returned, if available, but in no event later than commencement of drilling 
operations. You agree that failure to provide the certificate of insurance, as provided herein, will result in your being covered by 
insurance procured by Operator. 

I elect to purchase my own well control insurance policy. 

Well control insurance procured by Operator, provides, among other terms, for $20,000,000 (100% W.I.) of Combined Single Limit 
coverage for well control and related redrilling and clean-up/pollution expense covering drilling (through completion) with a 
$1,000,000 (100% W.I.) deductible. 

Comments on AFE 

The above costs are estimates only and anticipate trouble free operations without any foreseeable change in plans. The actual costs 
may exceed the estimated costs without affecting the authorization for expenditure herein granted. By approval of this AFE, the 
working interest owner agrees to pay its proportionate share of actual legal, curative, regulatory and well costs under term of the joint 
operating agreement, regulatory order or other applicable agreement covering this well. 

WALUE! 

CIMAREX ENERGY CO. APPROVAL 
PREPARED BY DRILLING AND COMPLETION MANAGER REGIONAL MANAGER 

Mark Audas, Sr. Drilling/Completion Engineer 
Permian Basin 

Doug Park, Mgr Drilling/Completion Operations 
Offshore and Permian Ftegions 

Roger Alexander, Regional Manager 
Permian Basin 

JOINT INTEREST APPROVAL 
COMPANY BY DATE 

4/16/2007 11:51 AM 



PROJECT COST ESTIMATE 

LEASE NAME: Pyramid WELL NO.: 

I N T A N G I B L E S 

D R Y H O L E 

C O S T 

A F T E R C A S I N G 

Codes POINT 

C O M P L E T E D 

W E L L C O S T 

ROADS & LOCATION PREPARATION / RESTORATION $100,000 1,000 $108,000 

DAMAGES $4,000 •ICC.105 $1,000 $5,000 

MUD/FLUIDS DISPOSAL CHARGES $20,000 $20,000 $40,000 

DAY RATE 46 DH DAYS 5 ACP DAYS ( 17430 PER DAY $801,780 $87,150 $888,930 

MISC PREPARATION COST (mouse hole, rat hole, pads, pile clusters, misc.) 8,000 1,000 

BITS $100,000 $1,000 $101,000 

FUEL $2.20 PER GALLON $111,000 $11,000 $122,000 

WATER / COMPLETION FLUIDS $32,200 $25,000 $57,200 

MUD & ADDITIVES $64,400 $64,400 

SURFACE RENTALS ),000 . $45,000 $114,000 

DOWNHOLE RENTALS $144,000 $10,000 $154,000 

FORMATION EVALUATION (DST, Coring including evaluation, G&G SERVICES) 

MUD LOGGING 37 DAYS $900 PER DAY $47,000 $47,000 

OPEN HOLE LOGGING $65,000 $65,000 

CEMENTING & FLOAT EQUIPMENT $50,000 $40,000 $90,000 

TUBULAR INSPECTIONS $5,000 $2,500 $7,500 

CASING CREWS $12,000 $15,000 $27,000 

EXTRA LABOR, WELDING, ETC. $27,600 $5,000 $32,600 

LAND TRANSPORTATION (Trucking) $32,200 $7,000 $39,200 

SUPERVISION $51,000 $18,000 $69,000 

TRAILER HOUSE/CAMP/CATERING $17,000 $2,500 $19,500 

OTHER MISC EXPENSES $5,000 $5,000 $10,000 

OVERHEAD $14,000 $4,200 $18,200 

REMEDIAL CEMENTING 

MOB/DEMOB $150,000 $150,000 

DIRECTIONAL DRILLING SERVICES 22 DAYS 9500 PER DAY $209,000 $209,000 

DOCK, DISPATCHER, CRANE 

MARINE & AIR TRANSPORTATION 

SOLIDS CONTROL $166,000 $166,000 

WELL CONTROL EQUIP (Snubbing services) $28,000 $16,800 $44,600 

FISHING & SIDETRACK OPERATIONS 

COMPLETION RIG 14 DAYS( 4400 PER.DAY $61,600 $61,600 

COIL TUBING DAYS ( PER DAY 

COMPLETION LOGGING, PERFORATING, WL UNITS, WL SURVEYS $35,000 $35,000 

STIMULATION $220,000 $220,000 

LEGAL/REGULATORY/CURATIVE $10,000 $10,000 

WELL CONTROL INSURANCE $0.35 PER FOOT DIDC.285 $3,000 $3,000 

CONTINGENCY 5% OF DRILLING INTANGIBLES $117,000 $32,000 $149,000 

CONSTRUCTION FOR WELL EQUIPMENT $1,000 $1,000 

CONSTRUCTION FOR LEASE EQUIPMENT $39,000 $39,000 

CONSTRUCTION FOR SALES P/L 

$7,1;2;750 

TANGIBLE - WELL EQUIPMENT 
C A S I N G ! SIZE FEET $/FOOT 

DRIVE PIPE 20" 40 100.00 4,000 1,000 

CONDUCTOR PIPE 

WATER STRING 

SURFACE CASING 250 11,000 $11,000 

INTERMEDIATE CASING 8-5/8" 4,500 23.40 105,000 $105,000 

DRILLING LINER 

DRILLINGLINER DWEB.145 

s PRODUCTION CASING OR LINER 5 1/2" 9,800 15.90 156,000 $156,000 

PRODUCTION TIE-BACK 

TUBING 2 7/8" 12,000 78,000 $78,000 

N/C WELL EQUIPMENT 1,000 ),000 

WELLHEAD, TREE. CHOKES $28,000 $40,000 

LINER HANGER, ISOLATION PACKER 

PACKER, NIPPLES $110,000 $110,000 

PUMPING UNIT, ENGINE $78,000 $78,000 

LIFT EQUIPMENT (BHP, Rods, Anchors) $15,000 $15,000 

T A N G I B L E - L E A S E E Q U I P M E N T 

N/C LEASE EQUIPMENT $44,000 $44,000 

TANKS, TANKS STEPS, STAIRS DLEQ.120 $21,000 $21,000 

BATTERY;(HeaterTreater, Separator, Gas Treating Equipment) $18,000 $18,000 

FLOW LINES (Line Pipe from wellhead to central facility) DLEQ.130 $1,000 $1,000 

OFFSHORE PRODUCTION STRUCTURE FOR FACILITIES 

PIPELINES TO SALES 

,Hjjg8gS> .$132,000 

P&A COSTS 60,000 (60,000) 

jfrJtjgjlCfgST $2;g55,180 Sl.210.750 '• i^:.$3,865,93Q 
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April 6, 2007 

T. D. Fussell 

C/o Marguerite C. Buckley 
9446 Litzsingle Road 
St. Louis, MO 63144 

Re: Oil & Gas Lease 
W/2 of Section 31 
Township 14 South, Range 38 East 
Lots 3, 4, S/2NW/4, N/2SW/4, 
SW/4NE/4 and NW/4SE/4 of Section 6 
Township 15 South, Range 38 East 
Lea County, New Mexico 

Dear Ms. Buckley: 

According to our title research, T. D. Fussell owns an undivided 2.0005 net mineral acres 
under the above described lands. Enclosed is an Oil and Gas Lease for your review. The terms of 
this Lease are a $100.00 per net mineral acre bonus consideration, three (3) year paid-up primary 
term and three-sixteenths (3/16) royalty. 

If these terms are acceptable, please sign the lease in the presence of a Notary Public, and 
thereafter, return the lease along with the completed W-9 form to the above letterhead address. 
Upon receipt, subject to approval of title, we will process the Lease and forward you a check in 
the amount of $200.05 within thirty (30) days. 

Thank you for your attention to this matter. Should you have any questions, please do 
not hesitate to call. 

Sincerely, 

SHAW INTERESTS 

Tim Lilley 



OIL & GAS LEASE 
THIS AGREEMENT made this 6"' day of April, 2007, between T. D. Fussell, herein dealing in his sole and separate property, as Lessor 

(whether one or more), C/o Marguerite C. Buckley, whose address is 9446 Litzsingle Road, St. Louis, MO 63144, and Shaw Interests, Inc. whose address is 
P.O. Box 9612, Midland, Texas 79708, Lessee, 

WITNESSETH: 

1. Lessor, 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 the Lessee herein contained, hereby grants, leases and lets exclusively unto Lessee for the purpose of investigating, exploring, prospecting, drilling, and 
operating for and producing oil and gas, injecting gas, waters, other fluids, and air into subsurface strata, laying pipelines, storing oil, 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 following described land in 
Lea County, New Mexico, to-wit: 

Township 14 South, Range 38 East 
W/2 of Section 31 

Township 15 South, Range 38 East 
Lots 3, 4, S/2NW/4, N/2SW/4, SW/4NE/4 and NW/4SE/4 of Section 6 

Said land is estimated to comprise 640.15998 acres, whether it actually comprises more or less. 

2. Subject to the other provisions herein contained, this lease shall remain in force for a term of Three (3) years from this date (called "primary term") and as long 
thereafter as oil or gas is produced from said land or from land with which said land is pooled. 

3. The royalties to be paid by Lessee are: (a) on oil, and other liquid hydrocarbons saved at the well, three-sixteenths (3/16) of that produced and saved from said 
land, same to be delivered at the wells or to the credit of Lessor in the pipeline to which the wells may be connected; (b) on gas, including casinghead gas or other 
gaseous substance produced from said land and used off the premises or used in the manufacture of gasoline or other products, the market value at the well of three-
sixteenths (3/16) of the gas used, provided that on gas sold on or off the premises, the royalties shall be three-sixteenths (3/16) of the amount realized from such sale; 
(c) and at any time when this lease is not validated by other provisions hereof and there is a gas and/or condensate well on said land, or land pooled therewith, but gas or 
condensate is not being so sold or used and such well is shut in, either before or after production therefrom, then on or before 90 days after said well is shut in, and 
thereafter at annual intervals, Lessee may pay or tender an advance shut-in royalty equal to $1.00 per net acre of Lessor's gas acreage then 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 it shall be considered under all clauses 
hereof that gas is being produced from the leased premises in paying quantities. Each such payment shall be paid or tendered to the party or parties who at the time of 
such payment would be entitled to receive the royalties which would be paid under this lease if the well were in fact producing. The payment or tender of royalties and 
shut-in royalties may be made by check or draft. Any timely payment or tender of shut-in royalty which is made in a bona fide attempt to make proper payment, but 
which is erroneous in whole or in part as to parties or amounts, shall nevertheless be sufficient to prevent termination of this lease in the same manner as though a 
proper payment had been made if Lessee shall correct such error within 30 days after Lessee has received written notice thereof by certified mail from the 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 of gas on or off 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 to applicable 
regulatory orders and after application of 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 off the leased premises) or transports gas off the leased premises, Lessee in computing royalty hereunder may deduct 
from such price a reasonable charge for each of such functions performed. 

4. This is a paid-up lease and Lessee shall not be obligated during the primary term hereof to commence or continue any operations of 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 to relieve Lessee of the obligation 
to pay royalties on actual production pursuant to the provisions of Paragraph 3 hereof. 

5. Lessee is hereby granted the right and power, from time to time, to pool or combine this lease, the land covered by it or any part or horizon thereof with any other 
land, leases, mineral estates or parts thereof for the production of oil or gas. Units pooled hereunder shall not exceed the standard proration unit fixed by law or by the 
Oil Conservation Division of the Energy and Minerals Department of the State of New Mexico or by any other lawful authority for the pool or area in which said land is 
situated, plus a tolerance of ten percent. Lessee shall file written unit designations in the county in which the premises are located and such units may be designated 
from time to time and either before or after the completion of wells. Drilling operations on or production from any part of any such unit shall be considered for all 
purposes, except the payment of royalty, as operations conducted upon or production from the land described in this lease. There shall be allocated to the land covered 
by this lease included in any such unit that portion of the total production of pooled minerals from wells in the unit, after deducting any used in lease or unit operations, 
which the net oil or gas acreage in the land covered by this lease included in the unit bears to the total number of surface acres in the unit. The production so allocated' 
shall be considered for all purposes, including the payment or delivery of royalty, to be the entire production of pooled minerals from the portion of said land covered 
hereby and included in said unit in the same manner as though produced from said land under the terms of this lease. Any pooled unit designated by Lessee, as 
provided herein, may be dissolved by Lessee by recording an appropriate instrument in the County where the land is situated at any time after the completion of a dry 
hole or the cessation of production on said unit. 

6. If at the expiration of the primary term there is no well upon said land capable of producing oil or gas, but Lessee has commenced operations for drilling or 
reworking thereon, this lease shall remain in force so long as operations are prosecuted with no cessation of more than 60 consecutive days, whether such operations be 
on the same well or on a different or additional well or wells, and if they result in the production of oil or gas, so long thereafter as oil or gas is produced from said land. 
If, after the expiration of the primary term, all wells upon said land should become incapable of producing for any cause, this lease shall not terminate if Lessee 
commences operations for additional drilling or for reworking within 60 days thereafter. If any drilling, additional drilling, or reworking operations hereunder result in 
production, then this lease shall remain in full force so long thereafter as oil or 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 all operations hereunder, and the royalty shall be 
computed after deducting any so used. Lessee shall have the right at any time during or after the expiration of this lease to remove all property and fixtures placed by 
Lessee on said land, including the right to draw and remove all casing. When required by Lessor, Lessee will bury all pipe lines on cultivated lands below ordinary 
plow depth, and no well shall be drilled within two hundred feet (200 ft.) of any residence or barn now on said land without Lessor's consent. Lessor shall have the 
privilege, at his risk and expense, of using gas from any gas well on said land for stoves and inside lights in the principal dwelling thereon, out of any surplus gas not 
needed for operations hereunder. 

8. The rights of either party hereunder may be assigned in whole or in part and the provisions hereof shall extend to their heirs, executors, administrators, successors 
and assigns; but no change in the ownership of the land or in the ownership of, or rights to receive, royalties or shut-in royalties, however accomplished shall operate to 
enlarge the obligations or diminish the rights of Lessee; and no such change or division shall be binding upon Lessee for any purpose until 30 days after Lessee has 
been furnished by certified mail at Lessee's principal place of business with acceptable instruments or certified copies thereof constituting the chain of title from the 
original Lessor. If any such change in ownership occurs through the death of the owner, Lessee may, at its option, pay or tender any royalties or shut-in royalties in the 
name of the deceased or to his estate or to his heirs, executor or administrator until such time as Lessee has been furnished with evidence satisfactory to Lessee as to the 
persons entitled to such sums. An assignment of this lease in whole or in part shall, to the extent of such assignment, relieve and discharge Lessee of any obligations 
hereunder and, if Lessee or assignee of part or parts hereof shall fail or make default in the payment of the proportionate part of royalty or shut-in royalty due from such 
Lessee or assignee or fail to comply with any of the provisions of this lease, such default shall not affect this lease insofar as it covers a part of said lands upon which 
Lessee or any assignee thereof shall properly comply or make such payments. 

9. Should Lessee be prevented from complying with any express or implied covenant of this lease, or from conducting drilling or reworking operations hereunder, or 
from producing oil or gas hereunder by reason of scarcity or inability to obtain or use equipment or material, or by operation of force majeure, or by any Federal or state 
law or any order, rule or regulation of governmental authority, or governmental inactivity, 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 drilling or 
reworking operations or from producing oil or gas hereunder; and the time while Lessee is so prevented shall not be counted against Lessee, anything in this lease to the 
contrary notwithstanding. 



10. Lessor hereby warrants and agrees to defend the title to said land and agrees that Lessee at is option may discharge any tax, mortgage or other lien upon said land, 
and in the event Lessee does so it shall be subrogated to such lien with the right to enforce same and to apply royalties and shut-in royalties payable hereunder toward 
satisfying same. Without impairment of Lessee's rights under the warranty, if this lease covers a less interest in the oil and gas in all or any part of said land than the 
entire and undivided fee simple estate (whether Lessor's interest is herein specified or not) then the royalties, shut-in royalty, and other payments, if any, accruing from 
any part as to which this lease covers less than such full interest, shall be paid only in the proportion which the interest therein, if any, covered by this lease, bears to the 
whole and undivided fee simple estate therein. Should any one or more of the parties named above as Lessors fail to execute this lease, it shall nevertheless be binding 
upon die party or parties executing the same. 

11. Lessee, its or his successors, heirs and assigns, shall have the right 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, or by placing a release thereof of record in the county in which said land is situated; thereupon Lessee 
shall be relieved from,all obligations, expressed or implied, of this agreement as to acreage so surrendered, and thereafter the shut-in royalty payable hereunder shall be 
reduced in the proportion that the acreage covered hereby is reduced by said release or releases. 

Executed the day and year first above written. 

T. D. Fussell 

ACKNOWLEDGMENT 

STATE OF § 
§ 
§ COUNTY OF 

This instrument was acknowledged before me on the day of , 2007, by T. D. Fussell. 

Notary Public, State of 

My Commission Expires: 



s**s 7 ^ a Q S 



SENDER: COMPLETE THIS SECTION 

Complete items 1, 2, and 3. Also complete 
item 4 if Restricted Delivery is desired. 
Print your name and address on the reverse 
so that we can return the card to you. 
Attach this card to the back of the mailpiece, 
or on the front if space permits. 

COMPLETE THIS 

1. Article Addressed to: 

US SECTION ON DELIVERY 

A. Signature 

Y • Agent 
IK • Addressee i 

B. Received by ( Printed Name) C. Date of Delivery i 

D. Is delivery address different from item 1 ? • Yes 
If YES, enter delivery address below: • No 

3. Service Type 
ECbertified Mail 
• Registered 
• Insured Mail 

• Express Mall 
• Return Receipt for Merchandise 
• C.O.D. 

4. Restricted Delivery? (Extra Fee) • Yes 

2. Article Number 
(Transfer from service label) 7DDH S51Q 00Q1 164^ 246=1 

PS Form 3 8 1 1 , February 2004 Domestic Return Receipt 102595-02-M-15401! 
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May 21, 2007 

Frank Lilley 
325 Lakeside Drive 
Littleton, NC 27850 

(252) 904-8697 

Re: Oil & Gas Lease 
W/2 of Section 31 
Township 14 South, Range 38 East 
Lea County, New Mexico 

Dear Mr. Lilley: 

According to our title research you own an undivided 3.125 net mineral acre under the 
above described lands. Enclosed is an Oil and Gas Lease for your review. The terms of this 
lease are a $150.00 an acre bonus consideration, three (3) year primary term and one-fifth (1/5) 
royalty. Please be advised that our client, Cimarex Energy Co., proposes to drill a horizontal 
Wolfcamp test at the following location in Section 31, Township 14 South, Range 38 East, Lea 
County, New Mexico: 

• Surface Hole Location: 2210'FSL & 430'FWL 
• Bottom Hole Location: 330'FSL & 430'FWL 

Enclosed is a detailed AFE reflecting estimated well costs. 

If you wish to participate and pay your proportionate share of well costs, please execute the AFE 
and return to the undersigned as soon as possible. Otherwise, in lieu of being subject to- a 
compulsory pooling, you have the option to lease your minerals at the terms listed above. 

Please do not hesitate to contact us with any questions. We look forward to your response. 

Sincerely, 

SHAW INTERESTS 

Tim Lilley 



AUTHORIZATION FOR EXPENDITURE 

COMPANY ENTITY 

Cimarex Energy Co. 
DATE PREPARED 

March 8, 2007 
] REGION 

Permian 

WELL NAME 

Pyramid 

WELL NO 

1 

PROSPECT OR FIELD NAME 

Star-Denton 

PROPERTY NUMBER DRILLING AFE NO. 

LOCATION SHL 2210' FSL & 430' FWL 

BHL 330' FSL & 430' FWL 
Sec 31, T14S, R38E 

COUNTY 

Lea 

STATE 

New Mexico 

TYPE WELL 

OIL X EXPL X 

GAS PROD 

ORIGINAL ESTIMATE X 

REVISED ESTIMATE 

SUPPLEMENTAL ESTIMATE 

EST. START DATE EST. COMP. DATE FORMATION EST. TD 

9800 TVD 
11600" MD 

PROJECT DESCRIPTION: 
Drill and complete a horizontal wolfcamp well. 

INTANGIBLES 

Intangible Drilling Costs 
Intangible Completion Costs 
TOTAL INTANGIBLE COSTS 

TANGIBLES 
Well Equipment 
Lease Equipment 
TOTAL TANGIBLE WELL COST 

PLUG AND ABANDON COST 

TOTAL WELL COST: 

DRY HOLE 
COST 

$2,463,180 

2,463,180 

132,000 

132,000 

60,000 

$2,655,180 

AFTER 
CASING POINT 

712,750 
712,750 

474,000 
84,000 

558,000 

(60,000) 

$1,210,750 

COMPLETED 
WELL COST 

$2,463,180 
712,750 

Comments on Well Costs: 
1: All tubulars, well or lease equipment is priced by COPAS and CEPS guidelines using the Historic Price Multiplier. 

3,175,930 

606,000 
84,000 

690,000 

$3,865,930 

WELL CONTROL INSURANCE: 

Unless otherwise indicated below, you, as a non-operating working interest owner,, agree to be covered by Operator's well control 
insurance procured by Operator so long as Operator conducts operations hereunder and to pay your prorated share of the premiums 
therefore. If you elect to purchase your own well control insurance, you must provide a certificate of such insurance acceptable to 
Operator, as to form and limits, at the time this AFE is returned, if available, but in no event later than commencement of drilling 
operations. You agree that failure to provide the certificate of insurance, as provided herein, will result in your being covered by 
insurance procured by Operator. 

I elect to purchase my own well control insurance policy. 

Well control insurance procured by Operator, provides, among other terms, for $20,000,000 (100% W.I.) of Combined Single Limit 
coverage for well control and related redrilling and clean-up/pollution expense covering drilling (through completion) with a 
$1,000,000 (100% W.I.) deductible. 

Comments on AFE 

The above costs are estimates only and anticipate trouble free operations without any foreseeable change in plans. The actual costs 
may exceed the estimated costs without affecting the authorization for expenditure herein granted. By approval of this AFE, the 
working interest owner agrees to pay its proportionate share of actual legal, curative, regulatory and well costs under term of the joint 
operating agreement, regulatory order or other applicable agreement covering this well. 

#VAIUEI 

CIMAREX ENERGY CO. APPROVAL 
PREPARED BY 

Mark Audas, Sr. Drilling/Completion Engineer 
Permian Basin 

DRILLING AND COMPLETION MANAGER 

Doug Park, Mgr Drilling/Completion Operations 
Offshore and Permian Regions 

REGIONAL MANAGER 

Roger Alexander, Regional Manager 
Permian Basin 

JOINT INTEREST APPROVAL 
COMPANY BY DATE 

4/16/2007 11:51 AM 



PROJECT COST ESTIMATE 

LEASE NAME: Pyramjd WELL NO.: 

I N T A N G I B L E S 

D R Y H O L E 

C O S T 

A F T E R C A S I N G 

Codes POINT 

C O M P L E T E D 

W E L L C O S T 

ROADS & LOCATION PREPARATION / RESTORATION DIDC.100 $100,000 3,000 $108,000 

DAMAGES DIDC.105 $4,000 $1,000 $5,000 

MUD/FLUIDS DISPOSAL CHARGES $20,000 $20,000 $40,000 

DAY RATE 46 DH DAYS 5 ACP DAYS ( " 17430 PER DAY DIDC.115 $801,780 $87,150 $888,930 

MISC PREPARATION COST (mouse hole, rat hole, pads, pile clusters, misc.) DIDC.120 1,000 $8,000 

BITS $100,000 DICC.125 $1,000 $101,000 

FUEL $2.20 PER GALLON $111,000 $11,000 $122,000 

WATER / COMPLETION FLUIDS DIDC.140 $32,200 $25,000 $57,200 

MUD & ADDITIVES $64,400 $64,400 

SURFACE RENTALS $69,000 $45,000 $114,000 

DOWNHOLE RENTALS $144,000 DICC. 145 $10,000 $154,000. 

FORMATION EVALUATION (DST, Coring including evaluation, G&G SERVICES) 

MUD LOGGING 37 DAYS @ $900 PER DAY $47,000 $47,000 

OPEN HOLE LOGGING $65,000 $65,000 

CEMENTING & FLOAT EQUIPMENT $50,000 $40,000 $90,000 

TUBULAR INSPECTIONS $5,000 $2,500 $7,500, 

CASING CREWS $12,000 $15,000 $27,000 

EXTRA LABOR, WELDING, ETC. $27,600 $5,000 $32,600 

LAND TRANSPORTATION (Trucking) $32,200 $7,000 $39,200 

SUPERVISION DIDC210 $51,000 $18,000 $69,000 

TRAILER HOUSE/CAMP/CATERING $17,000 $2,500 $19,500 

OTHER MISC EXPENSES $5,000 $5,000 $10,000 

OVERHEAD $14,000 DICC195 $4,200 $18,200 

REMEDIAL CEMENTING 

MOB/DEMOB $150,000 $150,000 

DIRECTIONAL DRILLING SERVICES 22 DAYS 9500 PER DAY $209,000 S3 $209,000 

DOCK, DISPATCHER, CRANE 

MARINE & AIR TRANSPORTATION 

SOLIDS CONTROL $166,000 $166,000 

WELL CONTROL EQUIP (Snubbing services) $28,000 $16,800 $44,800 

FISHING & SIDETRACK OPERATIONS DIDC270 

COMPLETION RIG 14 DAYS( 4400 PER DAY $61,600 $61,600 

COIL TUBING DAYS ( PER DAY 

COMPLETION LOGGING, PERFORATING, WL UNITS, WL SURVEYS $35,000 $35,000 

STIMULATION $220,000 $220,000 

LEGAL/REGULATORY/CURATIVE $10,000 $10,000 

WELL CONTROL INSURANCE $0.35 PER FOOT $3,000 $3,000 

CONTINGENCY 5% OF DRILLING INTANGIBLES $117,000 DICC220 $32,000 $149,000 

CONSTRUCTION FOR WELL EQUIPMENT $1,000 $1,000 

CONSTRUCTION FOR LEASE EQUIPMENT $39,000 $39,000 

CONSTRUCTION FOR SALES P/L 

80 

T A N G I B L E - W E L L E Q U I P M E N T 

C A S I N G ; SIZE FEET $/FOOT 

DRIVE PIPE 20" 100.00 4,000 $4,000 

CONDUCTOR PIPE DWEB.130 

WATER STRING 

SURFACE CASING 13-3/8" 250 42.00 11,000 $11,000 

INTERMEDIATE CASING 8-5/8" 4,500 23.40 105,000 $105,000 

DRILLING LINER 

DRILLINGLINER 

PRODUCTION CASING OR LINER 5 1/2" 9,800 156,000 $156,000 

PRODUCTION TIE-BACK 

TUBING 2 7/8" 12,000 6.50 78,000 $78,000 

N/C WELL EQUIPMENT $9,000 ),000 

WELLHEAD, TREE, CHOKES 12,000 $28,000 $40,000 

LINER HANGER, ISOLATION PACKER 

PACKER, NIPPLES $110,000 $110,000 

PUMPING UNIT, ENGINE $78,000 $78,000 

LIFT EQUIPMENT (BHP, Rods, Anchors) DLEQ.105 $15,000 $15,000 

T A N G I B L E - L E A S E E Q U I P M E N T 

N/C LEASE EQUIPMENT 1,000 $44,000 

TANKS, TANKS STEPS, STAIRS DLEQ.120 $21,000 $21,000 

BATTERY;(Heater Treater, Separator, Gas Treating Equipment) $18,000 $18,000 

FLOW LINES (Line Pipe from wellhead to central facility) $1,000 $1,000 

OFFSHORE PRODUCTION STRUCTURE FOR FACILITIES DWEA.135 

PIPELINES TO SALES 

- 1 _ •il558,0'o0 •:"; • scao.oqo 

P&A COSTS 60,000 (60,000) 

$2;655;.180 51,210,750 gt.i.$3,86S,93Q 



OIL & GAS LEASE 
THIS AGREEMENT made this 21" day of May, 2007, between Frank Lilley, herein dealing in his sole and separate property, as Lessor 

(whether one or more), whose address is 325 Lakeside Drive, Littleton, N.C., 27850, and Shaw Interests, Inc. whose address is 310 West Wall Street, Suite 305, 
Midland, Texas 79701, Lessee, 

WITNESSETH: 

1. Lessor, 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 the Lessee herein contained, hereby grants, leases and lets exclusively unto Lessee for the purpose of investigating, exploring, prospecting, drilling, and 
operating for and producing oil and gas, injecting gas, waters, other fluids, and air into subsurface strata, laying pipelines, storing oil, 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 following described land in 
Lea County, New Mexico, to-wit: 

Township 14 South, Range 38 East 
W/2 of Section 31 

Township 15 South, Range 38 East 
Lots 3, 4, S/2NW/4, N/2SW/4, SW/4NE/4 and ISTW/4SE/4 of Section 6 

Said land is estimated to comprise 640.15998 acres, whether it actually comprises more or less. 

2. Subject to the other provisions herein contained, this lease shall remain in force for a term of Three (3) years from this date (called "primary tenn") and as long 
thereafter as oil or gas is produced from said land or from land with which said land is pooled. 

3. The royalties to be paid by Lessee are: (a) on oil, and other liquid hydrocarbons saved at the well, one-fifth (1/5) of that produced and saved from said land, same 
to be delivered at the wells or to the credit of Lessor in the pipeline to which the wells may be connected; (b) on gas, including casinghead gas or other gaseous 
substance produced from said land and used off the premises or used in the manufacture of gasoline or other products, the market value at the well of one-fifth (1/5) of 
the gas used, provided that on gas sold on or off the premises, the royalties shall be one-fifth (1/5) of the amount realized from such sale; (c) and at any time when this 
lease is not validated by other provisions hereof and there is a gas and/or condensate well on said land, or land pooled therewith, but gas or condensate is not being so 
sold or used and such well is shut in, either before or after production therefrom, then on or before 90 days after said well is shut in, and thereafter at annual intervals, 
Lessee may pay or tender an advance shut-in royalty equal to $ 1.00. per net acre of Lessor's gas acreage then 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 it shall be considered under all clauses hereof that gas is being produced 
from the leased premises in paying quantities. Each such payment shall be paid or tendered to the party or parties who at the time of such payment would be entitled to 
receive the royalties which would be paid under this lease if the well were in fact producing. The payment or tender of royalties and shut-in royalties may be made by 
check or draft. Any timely payment or tender of shut-in royalty which is made in a bona fide attempt to make proper payment, but which is erroneous in whole or in 
part as to parties or amounts, shall nevertheless be sufficient to prevent termination of this lease in the same manner as though a proper payment had been made if 
Lessee1 shall correct such error within 30 days after Lessee has received written notice thereof by certified mail from the 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 of gas 
on or off 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 to applicable regulatory orders and after 
application of 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 off the leased premises) or transports gas off the leased premises, Lessee in computing royalty hereunder may deduct from such price a reasonable 
charge for each of such functions performed. 

4. This is a paid-up lease and Lessee shall not be obligated during the primary term hereof to commence or continue any operations of 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 to relieve Lessee of the obligation 
to pay royalties on actual production pursuant to the provisions of Paragraph 3 hereof. 

5. Lessee is hereby granted the right and power, from time to time, to pool or combine this lease, the land covered by it or any part or horizon thereof with any other * 
land, leases, mineral estates or parts thereof for the production of oil or gas. Units pooled hereunder shall not exceed the standard proration unit fixed by law or by the 
Oil Conservation Division of the Energy and Minerals Department of the State of New Mexico or by any other lawful authority for the pool or area in which said land is 
situated, plus a tolerance of ten percent. Lessee shall file written unit designations in the county in which the premises are located and such units may be designated 
from time to time and either before or after the completion of wells. Drilling operations on or production from any part of any such unit shall be considered for all 
purposes, except the payment of royalty, as operations conducted upon or production from the land described in this lease. There shall be allocated to the land covered 
by this lease included in any such unit that portion of the total production of pooled minerals from wells in the unit, after deducting any used in lease or unit operations, 
which the net oil or gas acreage in the land covered by this lease included in the unit bears to the total number of surface acres in the unit. The production so allocated 
shall be considered for all purposes, including the payment or delivery of royalty, to be the entire production of pooled minerals from the portion of said land covered 
hereby and included in said unit in the same manner as though produced from said land under the terms of this lease. Any pooled unit designated by Lessee, as 
provided herein, may be dissolved by Lessee by recording an appropriate instrument in the County where the land is situated at any time after the completion of a dry 
hole or the cessation of production on said unit. 

6. If at the expiration of the primary term there is no well upon said land capable of producing oil or gas, but Lessee has commenced operations for drilling or 
reworking thereon, this lease shall remain in force so long as operations are prosecuted with no cessation of more than 60 consecutive days, whether such operations be 
on the same well or on a different or additional well or wells, and if they result in the production of oil or gas, so long thereafter as oil or gas is produced from said land. 
If, after the expiration of the primary term, all wells upon said land should become incapable of producing for any cause, this lease shall not terminate if Lessee 
commences operations for additional drilling or for reworking within 60 days thereafter. If any drilling, additional drilling, or reworking operations hereunder result in 
production, then this lease shall remain in full force so long thereafter as oil or 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 all operations hereunder, and the royalty shall be 
computed after deducting any so used. Lessee shall have the right at any time during or after the expiration of this lease to remove all property and fixtures placed by 
Lessee on said land, including the right to draw and remove all casing. When required by Lessor, Lessee will bury all pipe lines on cultivated lands below ordinary 
plow depth, and no well shall be drilled within two hundred feet (200 ft.) of any residence or barn now on said land without Lessor's consent. Lessor shall have the 
privilege, at his risk and expense, of using gas from any gas well on said land for stoves and inside lights in the principal dwelling thereon, out of any surplus gas not 
needed for operations hereunder. 

8. The rights of either party hereunder may be assigned in whole or in part and the provisions hereof shall extend to their heirs, executors, administrators, successors 
and assigns; but no change in the ownership of the land or in the ownership of, or rights to receive, royalties or shut-in royalties, however accomplished shall operate to 
enlarge the obligations or diminish the rights of Lessee; and no such change or division shall be binding upon Lessee for any purpose until 30 days after Lessee has 
been furnished by certified mail at Lessee's principal place of business with acceptable instruments or certified copies thereof constituting the chain of title from the 
original Lessor. If any such change in ownership occurs through the death of the owner, Lessee may, at its option, pay or tender any royalties or shut-in royalties in the 
name of the deceased or to his estate or to his heirs, executor or administrator until such time as Lessee has been furnished with evidence satisfactory to Lessee as to the 
persons entitled to such sums. An assignment of this lease in whole or in part shall, to the extent of such assignment, relieve and discharge Lessee of any obligations 
hereunder and, if Lessee or assignee of part or parts hereof shall fail or make default in the payment of the proportionate part of royalty or shut-in royalty due from such 
Lessee or assignee or fail to comply with any of the provisions of this lease, such default shall not affect this lease insofar as it covers a part of said lands upon which 
Lessee or any assignee thereof shall properly comply or make such payments. 

9. Should Lessee be prevented from complying with any express or implied covenant of this lease, or from conducting drilling or reworking operations hereunder, or 
from producing oil or gas hereunder by reason of scarcity or inability to obtain or use equipment or material, or by operation of force majeure, or by any Federal or state 
law or any order, rule or regulation of governmental authority, or governmental inactivity, 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 drilling or 
reworking operations or from producing oil or gas hereunder; and the time while Lessee is so prevented shall not be counted against Lessee, anything in this lease to the 
contrary notwithstanding. 



10. Lessor hereby warrants and agrees to defend the title to said land and agrees that Lessee at is option may discharge any tax, mortgage or other lien upon said land, 
and in the event Lessee does so it shall be subrogated to such lien with the right to enforce same and to apply royalties and shut-in royalties payable hereunder toward 
satisfying same. Without impairment of Lessee's rights under the warranty, if this lease covers a less interest in the oil and gas in all or any part of said land than the 
entire and undivided fee simple estate (whether Lessor's interest is herein specified or not) then the royalties, shut-in royalty, and other payments, if any, accruing from 
any part as to which this lease covers less than such full interest, shall be paid only in the proportion which the interest therein, if any, covered by this lease, bears to the 
whole and undivided fee simple estate therein. Should any one or more of the parties named above as Lessors fail to execute this lease, it shall nevertheless be binding 
upon the party or parties executing the same. 

11. Lessee, its or his successors, heirs and assigns, shall have the right 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, or by placing a release thereof of record in the county in which said land is situated; thereupon Lessee 
shall be relieved from all obligations, expressed or implied, of this agreement as to acreage so surrendered, and thereafter the shut-in royalty payable hereunder shall be 
reduced in the proportion that the acreage covered hereby is reduced by said release or releases. 

Executed the day and year first above written. 

Frank Lilley 

ACKNOWLEDGMENT 

STATE OF § 
§ 
§ COUNTY OF 

This instrument was acknowledged before me on the day of 2007, by Frank Lilley: 

Notary Public, State of 

My Commission Expires: 
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May 21, 2007 

Gayle Lilley 
c/o Frank Lilley 
325 Lakeside Drive 
Littleton, NC 27850 

(252) 904-8697 

Re: Oil & Gas Lease 
W/2 of Section 31 
Township 14 South, Range 38 East 
Lea County, New Mexico 

Dear Gayle: 

According to our title research you own an undivided 3.125 net mineral acre under the 
above described lands. Enclosed is an Oil and Gas Lease for your review. Lhe terms of this 
lease are a $150.00 an acre bonus consideration, three (3) year primary term and one-fifth (1/5) 
royalty. Please be advised that our client, Cimarex Energy Co., proposes to drill a horizontal 
Wolfcamp test at the following location in Section 31, Township 14 South, Range 38 East, Lea 
County, New Mexico: 

. Surface Hole Location: 2210' FSL & 430' FWL 
• Bottom Hole Location: 330' FSL & 430' FWL 

Enclosed is a detailed AFE reflecting estimated well costs. 

If you wish to participate and pay your proportionate share of well costs, please execute the AFE 
and return to the undersigned as soon as possible. Otherwise, in lieu of being subject to a 
compulsory pooling, you have the option to lease your minerals at the terms listed above. 

Please do not hesitate to contact us with any questions. We look forward to your response. 

Sincerely, 

SHAW INTERESTS 

Tim Lilley 



AUTHORIZATION FOR EXPENDITURE 

COMPANY ENTITY 

Cimarex Energy Co. 
DATE PREPARED 

March 8, 2007 
; REGION 

Permian 

WELL NAME 

Pyramid 

WELL NO 

1 

PROSPECT OR FIELD NAME 

Star-Denton 

PROPERTY NUMBER DRILLING AFE NO. 

LOCATION SHL 2210' FSL & 430' FWL 

BHL 330' FSL & 430' FWL 
Sec31,T14S, R38E 

COUNTY 

Lea 

STATE 

New Mexico 

TYPE WELL 

OIL X EXPL X 

GAS PROD 

ORIGINAL ESTIMATE X 

REVISED ESTIMATE 

SUPPLEMENTAL ESTIMATE 

EST. START DATE EST. COMP. DATE FORMATION EST. TD 

9800 TVD 
11600' MD 

PROJECT DESCRIPTION: 
Drill and complete a horizontal wolfcamp well. 

INTANGIBLES 

Intangible Drilling Costs 
Intangible Completion Costs 
TOTAL INTANGIBLE COSTS 

i 
! TANGIBLES 

Well Equipment 
Lease Equipment 
TOTAL TANGIBLE WELL COST 
PLUG AND ABANDON COST 

TOTAL WELL COST: 

DRY HOLE 
COST 

$2,463,180 

2,463,180 

132,000 

132,000 

60,000 

$2,655,180 

AFTER 
CASING POINT 

712,750 
712,750 

474,000 
84,000 

558,000 

(60,000) 

$1,210,750 

COMPLETED 
WELL COST 

$2,463,180 
712,750 

Comments on Well Costs: 
L All tubulars, well or lease equipment is priced by COPAS and CEPS guidelines using the Historic Price Multiplier. 

3,175,930 

606,000 
84,000 

690,000 

$3,865,930 

WELL CONTROL INSURANCE: 

Unless otherwise indicated below, you, as a non-operating working interest owner, agree to be covered by Operator's well control 
insurance procured by Operator so long as Operator conducts operations hereunder and to pay your prorated share of the premiums 
therefore. If you elect to purchase your own well control insurance, you must provide a certificate of such insurance acceptable to 
Operator, as to form and limits, at the time this AFE is returned, if available, but in no event later than commencement of drilling 
operations. You agree that failure to provide the certificate of insurance, as provided herein, will result in your being covered by 
insurance procured by Operator. 

I elect to purchase my own well control insurance policy. 

Well control insurance procured by Operator, provides, among other terms, for $20,000,000 (100% W.I.) of Combined Single Limit 
coverage for well control and related redrilling and clean-up/pollution expense covering drilling (through completion) with a 
$1,000,000 (100% W.I.) deductible. 

Comments on AFE 

The above costs are estimates only and anticipate trouble free operations without any foreseeable change in plans. The actual costs 
may exceed the estimated costs without affecting the authorization for expenditure herein granted. By approval of this AFE, the 
working interest owner agrees to pay its proportionate share of actual legal, curative, regulatory and well costs under term of the joint 
operating agreement, regulatory order or other applicable agreement covering this well. 

OVALUEI 

CIMAREX ENERGY CO. APPROVAL 
PREPARED BY 

Mark Audas, Sr. Drilling/Completion Engineer 
Permian Basin 

DRILLING AND COMPLETION MANAGER 

Doug Park, Mgr Drilling/Completion Operations 
Offshore and Permian Regions 

REGIONAL MANAGER 

Roger Alexander, Regional Manager 
Permian Basin 

JOINT INTEREST APPROVAL 
COMPANY BY DATE 

4/16/2007 11:51 AM 



3 PROJECT COST ESTIMATE 

LEASE NAME: Pyramid WELL NO.: 

I N T A N G I B L E S 

D R Y H O L E 

C O S T 

A F T E R C A S I N G 

Codes POINT 

C O M P L E T E D 

W E L L C O S T 

ROADS & LOCATION PREPARATION / RESTORATION $100,000 !,000 $108,000 

DAMAGES $4,000 $1,000 $5,000 

MUD/FLUIDS DISPOSAL CHARGES $20,000 $20,000 $40,000 

DAY RATE 46 DH DAYS 5 ACP DAYS ( 17430 PER DAY $801,780 $87,150 $888,930 

MISC PREPARATION COST (mouse hole, rat hole, pads, pile clusters, misc.) $8,000 $8,000 

BITS $100,000 $1,000 $101,000 

FUEL $2.20 PER GALLON $111,000 $11,000 $122,000 

WATER / COMPLETION FLUIDS $32,200 $25,000 $57,200 

MUD & ADDITIVES $64,400 $64,400 

SURFACE RENTALS $69,000 $45,000 $114,000 

DOWNHOLE RENTALS $144,000 $10,000 $154,000 

FORMATION EVALUATION (DST, Coring including evaluation, G&G SERVICES) 

MUD LOGGING 37 DAYS @ $900 PER DAY $47,000 $47,000 

OPEN HOLE LOGGING $65,000 $65,000 
CEMENTING & FLOAT EQUIPMENT $50,000 $40,000 $90,000 

TUBULAR INSPECTIONS $5,000 $2,500 $7,500 

CASING CREWS $12,000 515,000 $27,000 

EXTRA LABOR, WELDING, ETC. $27,600 $5,000 $32,600 

LAND TRANSPORTATION (Trucking) DIDC.205 $32,200 $7,000 $39,200 
SUPERVISION $51,000 $18,000 ),000 

TRAILER HOUSE/CAMP/CATERING $17,000 $2,500 $19,500 

OTHER MISC EXPENSES $5,000 $5,000 $10,000 

OVERHEAD $14,000 $4,200 $18,200 

REMEDIAL CEMENTING 

MOB/DEMOB $150,000 $150,000 

DIRECTIONAL DRILLING SERVICES 22 DAYS 9500 PER DAY $209,000 $209,000 

DOCK, DISPATCHER, CRANE 

MARINE & AIR TRANSPORTATION 

SOLIDS CONTROL $166,000 $166,000 

WELL CONTROL EQUIP (Snubbing services) $28,000 $16,800 $44,800 

FISHING & SIDETRACK OPERATIONS 

COMPLETION RIG 14 DAYS( 4400 PER DAY DICC.115 $61,600 $61,600 

COIL TUBING DAYS @ PER DAY 

COMPLETION LOGGING, PERFORATING, WL UNITS, WL SURVEYS $35,000 $35,000 
STIMULATION $220,000 $220,000 

LEGAL/REGULATORY/CURATIVE $10,000 $10,000 

WELL CONTROL INSURANCE $0.35 PER FOOT $3,000 $3,000 

CONTINGENCY 5% OF DRILLING INTANGIBLES $117,000 $32,000 $149,000 

CONSTRUCTION FOR WELL EQUIPMENT $1,000 $1,000 

CONSTRUCTION FOR LEASE EQUIPMENT $39,000 $39,000 

CONSTRUCTION FOR SALES P/L 

2,463*380 mm 
T A N G I B L E - W E L L E Q U I P M E N T 

CASING^ SIZE FEET $/FOOT 

DRIVE PIPE 20" 40 100.00 4,000 1,000 

CONDUCTOR PIPE 

WATER STRING 

SURFACE CASING 13-3/8" 250 42.00 11,000 $11,000 

INTERMEDIATE CASING 8-5/8" 4,500 23.40 105,000 $105,000 

DRILLINGLINER 

DRILLINGLINER 

PRODUCTION CASING OR LINER 5 1/2" 15.90 $156,000 
PRODUCTION TIE-BACK 

TUBING 2 7/8" 12,"000. 78,000 $78,000 

N/C WELL EQUIPMENT $9,000 $9,000 

WELLHEAD, TREE, CHOKES 12,000 $28,000 $40,000 

LINER HANGER, ISOLATION PACKER 

PACKER, NIPPLES $110,000 $110,000 

PUMPING UNIT, ENGINE $78,000 $78,000 

LIFT EQUIPMENT (BHP, Rods, Anchors) $15,000 $15,000 
T A N G I B L E - L E A S E E Q U I P M E N T 

N/C LEASE EQUIPMENT $44,000 $44,000 

TANKS, TANKS STEPS, STAIRS $21,000 $21,000 
BATTERY (Heater Treater, Separator, Gas Treating Equipment) 

FLOW LINES (Line Pipe from wellhead to central facility) 

$18,000 $18,000 

$1,000 $1,000 

OFFSHORE PRODUCTION STRUCTURE FOR FACILITIES 

PIPELINES TO SALES DWEA.140 

MS ,SU2 000 ^fM#%o'.QP. 

P&A COSTS 60,000 DICC.275 (60,000) 

jTOTAL-CQST $4655;'18Q 



OIL & GAS LEASE 
THIS AGREEMENT made this 21" day of May, 2007, between Gayle Lilley, herein dealing in her sole and separate property, as Lessor 

(whether one or more), whose address is c/o 325 Lakeside Drive, Littleton, N.C., 27850, and Shaw Interests, Inc. whose address is 310 West Wall Street, Suite 
305, Midland, Texas 79701, Lessee, 

WITNESSETH: 

1. Lessor, 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 the Lessee herein contained, hereby grants, leases and lets exclusively unto Lessee for the purpose of investigating, exploring, prospecting, drilling, and 
operating for and producing oil and gas, injecting gas, waters, other fluids, and air into subsurface strata, laying pipelines, storing oil, 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 following described land in 
Lea County, New Mexico, to-wit: 

Township 14 South, Range 38 East 
W/2 of Section 31 

Township 15 South, Range 38 East 
Lots 3, 4, S/2NW/4, N/2SW/4, SW/4NE/4 and NW/4SE/4 of Section 6 

Said land is estimated to comprise 640.15998 acres, whether it actually comprises more or less. 

2. Subject to the other provisions herein contained, this lease shall remain in force for a term of Three (3) years from this date (called "primary term") and as long 
thereafter as oil or gas is produced from said land or from land with which said land is pooled. 

3. The royalties to be paid by Lessee are: (a) on oil, and other liquid hydrocarbons saved at the well, one-fifth (1/5) of that produced and saved from said land, same 
to be delivered at the wells or to the credit of Lessor in the pipeline to which the wells may be connected; (b) on gas, including casinghead gas or other gaseous 
substance produced from said land and used off the premises or used in the manufacture of gasoline or other products, the market value at the well of one-fifth (1/5) of 
the gas used, provided that on gas sold on or off the premises, the royalties shall be one-fifth (1/5) of the amount realized from such sale; (c) and at any time when this 
lease is not validated by other provisions hereof and there is a gas and/or condensate well on said land, or land pooled therewith, but gas or condensate is not being so 
sold or used and such well is shut in, either before or after production therefrom, then on or before 90 days after said well is shut in, and thereafter at annual intervals, 
Lessee may pay or tender an advance shut-in royalty equal to $1.00 per net acre of Lessor's gas acreage then 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 it shall be considered under all clauses hereof that gas is being produced 
from the leased premises in paying quantities. Each such payment shall be paid or tendered to the party or parties who at the time of such payment would be entitled to 
receive the royalties which would be paid under this lease if the well were in fact producing. The payment or tender of royalties and shut-in royalties may be made by 
check or draft. Any timely payment or tender of shut-in royalty which is made in a bona fide attempt to make proper payment, but which is erroneous in whole or in 
part as to parties or amounts, shall nevertheless be sufficient to prevent termination of this lease in the same manner as though a proper payment had been made if 
Lessee shall correct such error within 30 days after Lessee has received written notice thereof by certified mail from the 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 of gas 
on or off 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 to applicable regulatory orders and after 
application of 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 off the leased premises) or transports gas off the leased premises, Lessee in computing royalty hereunder may deduct from such price a reasonable 
charge for each of such functions performed. 

4. This is a paid-up lease and Lessee shall not be obligated during the primary term hereof to commence or continue any operations of 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 to relieve Lessee of the obligation 
to pay royalties on actual production pursuant to the provisions of Paragraph 3 hereof. 

5. Lessee is hereby granted the right and power, from time to time, to pool or combine this lease, the land covered by it or any part or horizon thereof with any other 
land, leases, mineral estates or parts thereof for the production of oil or gas. Units pooled hereunder shall not exceed the standard proration unit fixed by law or by the 
Oil Conservation Division of the Energy and Minerals Department of the State of New Mexico or by any other lawful authority for the pool or area in which said land is 
situated, pluŝ a tolerance often percent. Lessee shall file written unit designations in the county in which the premises are located and such units may be designated 
from time to time and either before or after the completion of wells. Drilling operations on or production from any part of any such unit shall be considered for all 
purposes, except the payment of royalty, as operations conducted upon or production from the land described in this lease. There shall be allocated to the land covered 
by this lease included in any such unit that portion of the total production of pooled minerals from wells in the unit, after deducting any used in lease or unit operations, 
which the net oil or gas acreage in the land covered by this lease included in the unit bears to the total number of surface acres in the unit. The production so allocated 
shall be considered for all purposes, including the payment or delivery of royalty, to be the entire production of pooled minerals from the portion of said land covered 
hereby and included in said unit in the same manner as though produced from said land under the terms of this lease. Any pooled unit designated by Lessee, as 
provided herein, may be dissolved by Lessee by recording an appropriate instrument in the County where the land is situated at any time after the completion of a dry 
hole or the cessation of production on said unit. 

6. If at the expiration of the primary term there is no well upon said land capable of producing oil or gas, but Lessee has commenced operations for drilling or 
reworking thereon, this lease shall remain in force so long as operations are prosecuted with no cessation of more than 60 consecutive days, whether such operations be 
on the same well or on a different or additional well or wells, and if they result in the production of oil or gas, so.long thereafter as oil or gas is produced from said land. 
If,-after the expiration of the primary term, all wells upon said land should become incapable of producing for any cause, this lease shall not terminate if Lessee 
commences operations for additional drilling or for reworking within 60 days thereafter. If any drilling, additional drilling, or reworking operations hereunder result in 
production, then this lease shall remain in full force so long thereafter as oil or 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 all operations hereunder, and the royalty shall be 
computed after deducting any so used. Lessee shall have the right at any time during or after the expiration of this lease to remove all property and fixtures placed by 
Lessee on said land, including the right to draw and remove all casing. When required by Lessor, Lessee will bury all pipe lines On cultivated lands below ordinary 
plow depth, and no well shall be drilled within two hundred feet (200 ft.) of any residence or barn now on said land without Lessor's consent. Lessor shall have the 
privilege, at his risk and expense, of using gas from any gas well on said land for stoves and inside lights in the principal dwelling thereon, out of any surplus gas not 
needed for operations hereunder. 

8. The rights of either party hereunder may be assigned in whole or in part and the provisions hereof shall extend to their heirs, executors, administrators, successors 
and assigns; but no change in the ownership of the land or in the ownership of, or rights to receive, royalties or shut-in royalties, however accomplished shall operate to 
enlarge the obligations or diminish the rights of Lessee; and no such change or division shall be binding upon Lessee for any purpose until 30 days after Lessee has 
been furnished by certified mail at Lessee's principal place of business with acceptable instruments or certified copies thereof constituting the chain of title from the 
original Lessor. I f any such change in ownership occurs through the death of the owner, Lessee may, at its option, pay or tender any royalties or shut-in royalties in the 
name of the deceased or to his estate or to his heirs, executor or administrator until such time as Lessee has been furnished with evidence satisfactory to Lessee as to the 
persons entitled to such sums. An assignment of this lease in whole or in part shall, to the extent of such assignment, relieve and discharge Lessee of any obligations 
hereunder and, if Lessee or assignee of part or parts hereof shall fail or make default in the payment of the proportionate part of royalty or shut-in royalty due from such 
Lessee or assignee or fail to comply with any of the provisions of this lease, such default shall not affect this lease insofar as it covers a part of said lands upon which 
Lessee or any assignee thereof shall properly comply or make such payments. 

9. Should Lessee be prevented from complying with any express or implied covenant of this lease, or from conducting drilling or reworking operations hereunder, or 
from producing oil or gas hereunder by reason of scarcity or inability to obtain or use equipment or material, or by operation of force majeure, or by any Federal or state 
law or any order, rule or regulation of governmental authority, or governmental inactivity, 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 drilling or 
reworking operations or from producing oil or gas hereunder; and the time while Lessee is so prevented shall not be counted against Lessee, anything in this lease to the 
contrary notwithstanding. 



10. Lessor hereby warrants and agrees to defend the title to said land and agrees that Lessee at is option may discharge any tax, mortgage or other lien upon said land, 
and in the event Lessee does so it shall be subrogated to such lien with the right to enforce same and to apply royalties and shut-in royalties payable hereunder toward 
satisfying same. Without impairment of Lessee's rights under the warranty, if this lease covers a less interest in the oil and'gas in all or any part of said land than the 
entire and undivided fee simple estate (whether Lessor's interest is herein specified or not) then the royalties, shut-in royalty, and other payments, if any, accruing from 
any part as to which this lease covers less than such foil interest, shall be paid only in the proportion which the interest therein, if any, covered by this lease, bears; to the 
whole and undivided fee simple estate therein. Should any one or more of the parties named above as Lessors fail to execute this lease, it shall nevertheless be b inding 
upon the party or parties executing the same. 

11. Lessee, its or his successors, heirs and assigns, shall have the right 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, or by placing a release thereof of record in the county in which said land is situated; thereupon Lessee 
shall be relieved from all obligations, expressed or implied, of this agreement as to acreage so surrendered, and thereafter the shut-in royalty payable hereunder shall be 
reduced in the proportion that the acreage covered hereby is reduced by said release or releases. 

Executed the day and year first above written. 

Gayle Lilley 

ACKNOWLEDGMENT 

STATE OF § 
§ 
§ COUNTY OF 

This instrument was acknowledged before me on the day of 2007, by Gayle Lilley. 

Notary Public, State of 

My Commission Expires: 
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COMPLETE THIS SECTION ON DELIVERY 

• Complete items 1, 2, and 3. Also complete 
item 4 if Restricted Delivery is desired. 

• Print your name and address on the reverse 
so that we can return the card to you. 

• Attach this card to the back of the mailpiece, 
or on the front if space permits. 

A. Signature 
• Agent 
• Addressee, 

• Complete items 1, 2, and 3. Also complete 
item 4 if Restricted Delivery is desired. 

• Print your name and address on the reverse 
so that we can return the card to you. 

• Attach this card to the back of the mailpiece, 
or on the front if space permits. 

B. Received by (Printed Name) C. Date of Delivery j 

; 1. Article Addressed to: 

f i ^A i ^ . 6 a u m 

D. Is delivery address different from item 1? • Yes ' 
If YES, enter delivery address below: • No 

I 
' i 

SUlA- (fat / flty 
3. Service Type ! 

(^Certified Mail • Express Mail j 
• Registered • Return Receipt for Merchandise ( 

• Insured Mail • G.O.D. , 

SUlA- (fat / flty 
4. Restricted Delivery? (Extra Fee) • Yes I 

'; 2 - Z " ^ e ^ 7004 2510 DOD 1 1 &4H 5373 j 
PS Form 3 8 1 1 , February 2004 Domestic Return Receipt 102595-02-M-1540 ; 
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May 21, 2007 

Virginia Fulton Gaussa 
79 Dosoris Lane 
Glen Cove, NY 11542 

516-671-2111 

Re: Oil & Gas Lease 
W/2 of Section 31 
Township 14 South, Range 38 East 
Lea County, New Mexico 

Dear Mrs. Gaussa: 

According to our title research you own an undivided 12.5 net mineral acre under the 
above described lands. Enclosed is an Oil and Gas Lease for your review. The terms of this 
lease are a $150.00 an acre bonus consideration, three (3) year primary term and one-fifth (1/5) 
royalty. Please be advised that our client, Cimarex Energy Co., proposes to drill a horizontal 
Wolfcamp test at the following location in Section 31, Township 14 South, Range 38 East, Lea 
County, New Mexico: 

• Surface Hole Location: 2210' FSL & 430' FWL 
• Bottom Hole Location: 330'FSL & 430'FWL 

Enclosed is a detailed AFE reflecting estimated well costs. 

If you wish to participate and pay your proportionate share of well costs, please execute the AFE 
and return to the undersigned as soon as possible. Otherwise, in lieu of being subject to a 
compulsory pooling, you have the option to lease your minerals at the terms listed above. 

Please do not hesitate to contact us with any questions. We look forward to your response. 

Sincerely, 

SHAW INTERESTS 

Tim Lilley 



AUTHORIZATION FOR EXPENDITURE 

COMPANY ENTITY 

Cimarex Energy Co. 
DATE PREPARED 

March 8, 2007 
j REGION 

i 
Permian 

WELL NAME 

Pyramid 

WELL NO 

1 

PROSPECT OR FIELD NAME 

Star-Denton 

PROPERTY NUMBER DRILLING AFE NO. 

LOCATION SHL 2210' FSL & 430' FWL 

BHL 330' FSL & 430' FWL 
Sec 31.T14S, R38E 

COUNTY 

Lea 

STATE 

New Mexico 

TYPE WELL 

OIL X EXPL X 

GAS PROD 

ORIGINAL ESTIMATE . X 

REVISED ESTIMATE 

SUPPLEMENTAL ESTIMATE 

EST. START DATE EST. COMP. DATE FORMATION EST. TD 

9800 TVD 
11600" MD 

PROJECT DESCRIPTION: 
Drill and complete a horizontal wolfcamp well. 

INTANGIBLES 

Intangible Drilling Costs 
Intangible Completion Costs 
TOTAL INTANGIBLE COSTS 

TANGIBLES 
Well Equipment 
Lease Equipment 
TOTAL TANGIBLE WELL COST 

PLUG AND ABANDON COST 

TOTAL WELL COST: 

DRY HOLE 
COST 

$2,463,180 

2,463,180 

132,000 

132,000 

60,000 

$2,655,180 

AFTER 
CASING POINT 

712,750 
712,750 

474,000 
84,000 

558,000 
(60,000) 

$1,210,750 

COMPLETED 
WELL COST 

$2,463,180 
712,750 

Comments on Well Costs: 
L All tubulars, well or lease equipment is priced by COPAS and CEPS guidelines using the Historic Price Multiplier. 

3,175,930 

606,000 
84,000 

690,000 

$3,865,930 

WELL CONTROL INSURANCE: 

Unless otherwise indicated below, you, as a non-operating working interest owner, agree to be covered by Operator's well control 
insurance procured by Operator so long as Operator conducts operations hereunder and to pay your prorated share of the premiums 
therefore. If you elect to purchase your own well control insurance, you must provide a certificate of such insurance acceptable to 
Operator, as to form and limits, at the time this AFE is returned, if available, but in no event later than commencement of drilling 
operations. You agree that failure to provide the certificate of insurance, as provided herein, will result in your being covered by 
insurance procured by Operator. 

I elect to purchase my own well control insurance policy. 

Well control insurance procured by Operator, provides, among other terms, for $20,000,000 (100% W.I.) of Combined Single Limit 
coverage for well control and related redrilling and clean-up/pollution expense covering drilling (through completion) with a 
$1,000,000 (100% W.I.) deductible. 

Comments on AFE 

The above costs are estimates only and anticipate trouble free operations without any foreseeable change in plans. The actual costs 
may exceed the estimated costs without affecting the authorization for expenditure herein granted. By approval of this AFE, the 
working interest owner agrees to pay its proportionate share of actual legal, curative, regulatory and well costs under term of the joint 
operating agreement, regulatory order or other applicable agreement covering this well. 

#VALUEI 

CIMAREX ENERGY CO. APPROVAL 
PREPARED BY 

Mark Audas, Sr. Drilling/Completion Engineer 
Permian Basin 

DRILLING AND COMPLETION MANAGER 

Doug Park, Mgr Drilling/Completion Operations 
Offshore and Permian Regions 

REGIONAL MANAGER 

Roger Alexander, Regional Manager 
Permian Basin 

JOINT INTEREST APPROVAL 
COMPANY BY DATE 

4/16/2007 11:51 AM 



LEASE NAME: Pyramid 

PROJECT COST ESTIMATE 

WELL NO.: 

I N T A N G I B L E S 

DRY H O L E 

COST 

AFTER CASING 

POINT 

C O M P L E T E D 

W E L L COST 

ROADS & LOCATION PREPARATION / RESTORATION $100,000 DICC.100 $8,000 $108,000 

DAMAGES DIDC.105 $4,000 DICC.105 $1,000 $5,000 

MUD/FLUIDS DISPOSAL CHARGES $20,000 $20,000 $40,000 

DAY RATE 46 DH DAYS 5 ACP DAYS ( 17430 PER DAY $801,780 $87,150 S.930 

MISC PREPARATION COST (mouse hole, rat hole, pads, pile clusters, misc.) $8,000 $8,000 

BITS $100,000 $1,000 $101,000 

FUEL $2.20 PER GALLON $111,000 $11,000 $122,000 

WATER / COMPLETION FLUIDS $32,200 $25,000 $57,200 

MUD & ADDITIVES $64,400 $64,400 

SURFACE RENTALS $69,000 $45,000 $114,000 

DOWNHOLE RENTALS $144,000 $10,000 $154,000 

FORMATION EVALUATION (DST, Coring including evaluation, G&G SERVICES) 

MUD LOGGING 37DAYS $900 PER DAY DIDC.170 $47,000 $47,000 

OPEN HOLE LOGGING $65,000 :i,000 

CEMENTING & FLOAT EQUIPMENT $50,000 $40,000 $90,000 

TUBULAR INSPECTIONS $5,000 $2,500 $7,500 

CASING CREWS DIDC.195 $12,000 DICC.165 $15,000 $27,000 

EXTRA LABOR, WELDING, ETC. DIDC.200 $27,600 DICC.170 $5,000 $32,600 

LAND TRANSPORTATION (Trucking) $32,200 $7,000 $39,200 
SUPERVISION $51,000 $18,000 $69,000 
TRAILER HOUSE/CAMP/CATERING $17,000 $2,500 $19,500 

OTHER MISC EXPENSES $5,000 $5,000 $10,000 

OVERHEAD $14,000 $4,200 $18,200 

REMEDIAL CEMENTING 

MOB/DEMOB DIDC.240 $150,000 $150,000 

DIRECTIONAL DRILLING SERVICES 22 DAYS 9500 PER DAY $209,000 $209,000 

DOCK, DISPATCHER, CRANE 

MARINE & AIR TRANSPORTATION 

SOLIDS CONTROL $166,000 $166,000 
WELL CONTROL EQUIP (Snubbing services) $28,000 $16,800 $44,800 

FISHING & SIDETRACK OPERATIONS 

COMPLETION RIG 14 DAYS( 4400 PER DAY $61,600 $61,600 

COIL TUBING DAYS ( PER DAY 

COMPLETION LOGGING, PERFORATING, WL UNITS, WL SURVEYS $35,000 $35,000 

STIMULATION $220,000 $220,000 

LEGAL/REGULATORY/CURATIVE $10,000 DICC.280 
"5 

$10,000 

WELL CONTROL INSURANCE 1.35 PER FOOT $3,000 $3,000 

CONTINGENCY 5% OF DRILLING INTANGIBLES $32,000 $149,000 

CONSTRUCTION FOR WELL EQUIPMENT $1,000 11,000 
CONSTRUCTION FOR LEASE EQUIPMENT $39,000 $39,000 

CONSTRUCTION FOR SALES P/L 

$2;463;.180 '$712,750 s v . $3;17S;930 

T A N G I B L E - W E L L EQUIPMENT 

CASING i SIZE FEET $/FOOT 

DRIVE PIPE 20" 40 100.00 4,000 $4,000 

CONDUCTOR PIPE DWEB.130 

WATER STRING 

SURFACE CASING 250 42.00 11,000 $11,000 

INTERMEDIATE CASING 8-5/8" 4,500 23.40 DWEB.145 105,000 $105,000 

DRILLINGLINER 

DRILLINGLINER 

PRODUCTION CASING OR LINER 5 1/2" 9,8.00 15.90 DWEA.100 156,000 $156,000 

PRODUCTION TIE-BACK 

TUBING 2 7/8" 12,000 6.50 78,000 $78,000 

N/C WELL EQUIPMENT 8,000 ),()00 

WELLHEAD, TREE, CHOKES 12,000 $28,000 $40,000 

LINER HANGER, ISOLATION PACKER 

PACKER, NIPPLES $110,000 $110,000 

PUMPING UNIT, ENGINE DLEQ.100 $78,000 $78,000 

LIFT EQUIPMENT (BHP, Rods, Anchors) $15,000 $15,000 

T A N G I B L E - L E A S E EQUIPMENT 

N/C LEASE EQUIPMENT DLEQ.115 $44,000 $44,000 

TANKS, TANKS STEPS, STAIRS DLEQ.120 $21,000 $21,000 

BATTERY (Heater Treater, Separator, Gas Treating Equipment) DLEQ.125 $18,000 $18,000 

FLOW LINES (Line Pipe from wellhead to central facility) $1,000 $1,000 

OFFSHORE PRODUCTION STRUCTURE FOR FACILITIES 

PIPELINES TO SALES 

I j j j ^ t j i r l i j g jBLES, $132,00Q |,$690;000 

P&A COSTS 60,000 (60,000) 

$2ifi55fl80 $1,2ltf,750 •• $3.865,930 



OIL & GAS LEASE 
THIS AGREEMENT made this 16th day of February, 2007, between Virginia Fulton Gaussa, herein dealing in her sole and separate property, 

as Lessor (whether one or more), whose address is 79 Dosoris Lane, Glen Cove, NY 11542, and Shaw Interests, Inc. whose address is 310 West Wall Street, 
Suite 305, Midland, Texas 79701, Lessee, 

WITNESSETH: 

1. Lessor, 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 the Lessee herein contained, hereby grants, leases and lets exclusively unto Lessee for the purpose of investigating, exploring, prospecting, drilling, and 
operating for and producing oil and gas, injecting gas, waters, other fluids, and air into subsurface strata, laying pipelines, storing oil, 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 following described land in 
Lea County, New Mexico, to-wit: 

Township 14 South, Range 38 East 
Section 31: W/2 

Township 15 South, Range 38 East 
Section 6: Lots 3 & 4, S/2NW/4, N/2SW/4, SW/4NE/4 and NW/4SE/4 

Said land is estimated to comprise 640.15998 acres, whether it actually comprises more or less. 

2. Subject to the other provisions herein contained, this lease shall remain in force for a term of Three (3) years from this date (called "primary term") and as long 
thereafter as oil or gas is produced from said land or from land with which said land is pooled. 

3. The royalties to be paid by Lessee are: (a) on oil, and other liquid hydrocarbons saved at the well, one-fifth (1/5) of that produced and saved from said land, same 
to be delivered at the wells or to the credit of Lessor in the pipeline to which the wells may be connected; (b) on gas, including castnghead gas or other gaseous 
substance produced from said land and used off the premises or used in the manufacture of gasoline or other products, the market value at the well of one-fifth (1/5) of 
the gas used, provided that on gas sold on or off the premises, the royalties shall be one-fifth (1/5) of the amount realized from such sale; (c) and at any time when this 
lease is not validated by other provisions hereof and there is a gas and/or condensate well on said land, or land pooled therewith, but gas or condensate is not being so 
sold or used and such well is shut in, either before or after production therefrom, then on or before 90 days after said well is shut in, and thereafter at annual intervals, 
Lessee may pay or tender an advance shut-in royalty equal to $1.00 per net acre of Lessor's gas acreage then 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 it shall be considered under all clauses hereof that gas is being produced 
from the leased premises in paying quantities. Each such payment shall be paid or tendered to the party or parties who at the time of such payment would be entitled to 
receive the royalties which would be paid under this lease if the well were in fact producing. The payment or tender of royalties and shut-in royalties may be made by 
check or draft. Any timely payment or tender of shut-in royalty which is made in a bona fide attempt to make proper payment, but which is erroneous in whole or in 
part as to parties or amounts, shall nevertheless be sufficient to prevent termination of this lease in the same manner as though a proper payment had been made if 
Lessee shall correct such error within 30 days after Lessee has received written notice thereof by certified mail from the 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 of gas 
on or off 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 to applicable regulatory orders and after 
application of 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 off the leased premises) or transports gas off the leased premises, Lessee in computing royalty hereunder may deduct from such price a reasonable 
charge for each of such functions performed. 

4. This is a paid-up lease and Lessee shall not be obligated during the primary term hereof to commence or continue any operations of 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 to relieve Lessee of the obligation 
to pay royalties on actual production pursuant to the provisions of Paragraph 3 hereof. 

5. Lessee is hereby granted the right and power, from time to time, to pool or combine this lease, the land covered by it or any part or horizon thereof with any other 
land, leases, mineral estates or parts thereof for the production of oil or gas. Units pooled hereunder shall not exceed the standard proration unit fixed by law or by the 
Oil Conservation Division of the Energy and Minerals Department of the State of New Mexico or by any other lawful authority for the pool or area in which said land is 
situated, plus a tolerance of ten percent. Lessee shall file written unit designations in the county in which the premises are located and such units may be designated 
from time to time and either before or after the completion of wells. Drilling operations on or production from any part of any such unit shall be considered for all 
purposes, except the payment of royalty, as operations conducted upon or production from the land described in this lease. There shall be allocated to the land covered 
by this lease included in any such unit that portion of the total production of pooled minerals from wells in the unit, after deducting any used in lease or unit operations, 
which the net oil or gas acreage in the land covered by this lease included in the unit bears to the total number of surface acres in the unit. The production so allocated 
shall be considered for all purposes, including the payment or delivery of royalty, to be the entire production of pooled minerals from the portion of said land covered 
hereby and included in said unit in the same manner as though produced from said land under the terms of this lease. Any pooled unit designated by Lessee, as 
provided herein, may be dissolved by Lessee by recording an appropriate instrument in the County where the land is situated at any time after the completion of a dry 
hole or the cessation of production on said unit. 

6. If at the expiration of the primary term there is no well upon said land capable of producing oil or gas, but Lessee has commenced operations for drilling or 
reworking thereon, this lease shall remain in force so long as operations are prosecuted with no cessation of more than 60 consecutive days, whether such operations be 
on the same well or on a different or additional well or wells, and if they result in the production of oil or gas, so long thereafter as oil or gas is produced from said land. 
If, after the expiration of the primary term, all wells upon said land should become incapable of producing for any cause, this lease shall not terminate if Lessee 
commences operations for additional drilling or for reworking within 60 days thereafter. If any drilling, additional drilling, or reworking operations hereunder result in 
production, then this lease shall remain in full force so long thereafter as oil or 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 all operations hereunder, and the royalty shall be 
computed after deducting any so used. Lessee shall have the right at any time during or after the expiration of this lease to remove all property and fixtures placed by 
Lessee on said land, including the right to draw and remove all casing. When required by Lessor, Lessee will bury all pipe lines on cultivated lands below ordinary 
plow depth, and no well shall be drilled within two hundred feet (200 ft.) of any residence or barn now on said land without Lessor's consent. Lessor shall have the 
privilege, at his risk and expense, of using gas from any gas well on said land for stoves and inside lights in the principal dwelling thereon, out of any surplus gas not 
needed for operations hereunder. 

8. The rights of either party hereunder may be assigned in whole or in part and the provisions hereof shall extend to their heirs, executors, administrators, successors 
and assigns; but no change in the ownership of the land or in the ownership of, or rights to receive, royalties or shut-in royalties, however accomplished shall operate to 
enlarge the obligations or diminish the rights of Lessee; and no such change or division shall be binding upon Lessee for any purpose until 30 days after Lessee has 
been furnished by certified mail at Lessee's principal place of business with acceptable instruments or certified copies thereof constituting the chain of title from the 
original Lessor. If any such change in ownership occurs through the death of the owner, Lessee may, at its option, pay or tender any royalties or shut-in royalties in the 
name of the deceased or to his estate or to his heirs, executor or administrator until such time as Lessee has been furnished with evidence satisfactory to Lessee as to the 
persons entitled to such sums. An assignment of this lease in whole or in part shall, to the extent of such assignment, relieve and discharge Lessee of any obligations 
hereunder and, if Lessee or assignee of part or parts hereof shall fail or make default in the payment of the proportionate part of royalty or shut-in royalty due from such 
Lessee or assignee or fail to comply with any of the provisions of this lease, such default shall not affect this lease insofar as it covers a part of said lands upon which 
Lessee or any assignee thereof shall properly comply or make such payments. 

9. Should Lessee be prevented from complying with any express or implied covenant of this lease, or from conducting drilling or reworking operations hereunder, or 
from producing oil or gas hereunder by reason of scarcity or inability to obtain or use equipment or material, or by operation of force majeure, or by any Federal or state 
law or any order, rule or regulation of governmental authority, or governmental inactivity, 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 drilling or 
reworking operations or from producing oil or gas hereunder; and the time while Lessee is so prevented shall not be counted against Lessee, anything in this lease to the 
contrary notwithstanding. 



10. Lessor hereby warrants and agrees to defend the title to said land and agrees that Lessee at is option may discharge any tax, mortgage or other lien upon said land, 
and in the event Lessee does so it shall be subrogated to such lien with the right to enforce same and to apply royalties and shut-in royalties payable hereunder toward 
satisfying same. Without impairment of Lessee's rights under the warranty, if this lease covers a less interest in the oil and gas in all or any part of said land than the 
entire and undivided fee simple estate (whether Lessor's interest is herein specified or not) then the royalties, shut-in royalty, and other payments, if any, accruing from 
any part as to which this lease covers less than such full interest, shall be paid only in the proportion which the interest therein, if any, covered by this lease, bears to the 
whole and undivided fee simple estate therein. Should any one or more of the parties named above as Lessors fail to execute this lease, it shall nevertheless be binding 
upon the party or parties executing the same. 

11. Lessee, its or his successors, heirs and assigns, shall have the right 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, or by placing a release thereof of record in the county in which said land is situated; thereupon Lessee 
shall be relieved from all obligations, expressed or implied, of this agreement as to acreage so surrendered, and thereafter the shut-in royalty payable hereunder shall be 
reduced in the proportion that the acreage covered hereby is reduced by said release or releases. 

Executed the day and year first above written. 

Virginia Fulton Gaussa 

ACKNOWLEDGMENT 

STATE OF § 
§ 

COUNTY OF § 

This instrument was acknowledged before me on the day of , 2007, by Virginia Fulton Gaussa. 

Notary Public, State of 

My Commission Expires: 


