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SHAW INTERESTS, INC.
OIL & GAS PROPERTIES - »
(432) 655-1404

MIDLAND, TX 79708

, .
P.O. BOX 9612

April 30, 2007

Jessie L. Wissler, Agent for

Frank Free
7 N. Calvert Street

Baltimore, MD 21202

Re: Pyramid #1

¥~=—SHIPPE - g
"D arg 39
| Y iy

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:

o Surface Hole Location: 2210’ FSL & 430’ FWL
o 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

ke

‘Tim Lilley

00L 18yy

Certified Feg

Return Recej
(Endorsement Reetl;‘?}frzz‘)a

Restricted Dalj
{ ndorsement H:%%lg%?

004 asig g

ol -.;-.- .‘ »



AUTHORIZATION FOR EXPENDITURE

i

COMPANY ENTITY DATE PREPARED
Cimarex Energy Co. March 8, 2007
| REGION WELL NAME WELL NO PROSPECT OR FIELD NAME PROPERTY NUMBER . DRILLING AFE NO.
Permian Pyramid 1 Star-Denton
rocaTion  SHL 2210’ FSL & 430’ FWL i COUNTY STATE TYPE WELL
BHL 330’ FSL & 430’ FWL oL X ExpL X
Sec 31, T14S, R38E Lea New Mexico GAS PROD
ORIGINAL ESTIMATE X EST. START DATE EST. COMP. DATE FORMATION EST.TD
REVISED ESTIMATE 9800 . TVD
SUPPLEMENTAL ESTIMATE - 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 i . $2,463,180
Intangible Completion Costs 712,750 712,750
TOTAL INTANGIBLE COSTS 2,463,180 712,750 3,175,930
3 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

C;ohments 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 '
in;surance 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. .

- L 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
$j ,000,000 (100% W.1.) 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 ar other applicable agreement covering this well.

#VALUE]

CIMAREX ENERGY CO. APPROVAL

PREPARED BY DRILLING AND COMPLETION MANAGER REGIONAL MANAGER
Mark Audas, Sr. Drilling/Completion Ehgineer Doug Park, Mgr Drilling/Completion Operations Roger Alexander, Regional Manager
Permian Basin Offshore and Permian Regions Permian Basin

JOINT INTEREST APPROVAL
COMPANY BY DATE

4/16/2007 11:51 AM



PROJECT COST ESTIMATE

LEASE NAME: Pyramid WELL NO.: 1

: DRY HOLE " AFTER CASING| COMPLETED
INTANGIBLES Codes COSsT Codes _ POINT WELL COST
ROADS & LOGATION PREPARATION / RESTORATION DIDC.100 $100,000 | picc.100 $8,000 $108,000
DAMAGES DIDC.105 $4,000 [ picc.105 $1,000 $5,000
MUD/FLUIDS DISPOSAL CHARGES DIDC.255 $20,000 [ picc 235 $20,000 $40,000
DAY RATE 46 DH DAYS 5 ACP DAYS @ 17430 PER DAY | DIDC.115 $801,7680 | DICC.120 $87,150 $868 930
MISC PREPARATION COST (mouse hale, rat hole, pads, pile clusters, misc.) | DIDC.120 $8,000 PN SN S NN $8,000
BITS ' DIDC.125 $100,000 | picc.125 $1,000 $101,000
FUEL $2.20 PER GALLON DIDC.135 $111,000 | DICC.130 $11,000 $122,000
WATER / COMPLETION FLUIDS DIDC. 140 $32,200 | pICC.135 $25,000 $57,200
MUD & ADDITIVES DIDC.145 64,400 b S L e $64,400
SURFACE RENTALS DIDC.150 $69,000 | picc.140 $45,000 $114,000
DOWNHOLE RENTALS DIDC 155 $144,000 | Dicc.145 $10,000 $154,000
FORMATION EVALUATION (DST, Coring including evaluation, G&G SERVICES) DIDC.160 oo
MUD LOGGING 37DAYS @ $900 PER DAY DIDC.170 $47,000 T % R S S N $47,000
OPEN HOLE LOGGING ' B DIDC. 180 $65,000 5O $65,000
CEMENTING & FLOAT EQUIPMENT DIDC.185 $50,000 | DICC 155 $40,000 $90,000
TUBULAR INSPECTIONS DIDC.190 $5,000 | DIcC 160 $2,500 $7,500
CASING CREWS DIDC.195 "~ $12,000 | picc 165 $15,000 $27,000
EXTRA LABOR, WELDING, ETC, DIDC.200 $27,600 | oicc.170 $5,000 $32,600
LAND TRANSPORTATION (Trucking) DIDC.205 $32,200 | oicc.175 $7,000 $39,200
SUPERVISION DIDC.210 $51,000 | picc.180 $18,000 $69,000
TRAILER HOUSE/CAMP/CATERING DIDC.280 $17,000 | DICC.255 $2,500 $19,500
OTHER MISC EXPENSES DIDG.220 $5,000 | picc.190 $5,000 $10,000
OVERHEAD DIDC 225 $14,000 | DICC.195 $4,200 $18,200
REMEDIAL CEMENTING pic231| DICC.215
MOB/DEMOB DIDC.240 $150,000 P, e 5T S e S5 $150,000
DIRECTIONAL DRILLING SERVICES 22 DAYS @ 9500 PER DAY | DIDG.245 $209,000 PSP non o $209,000
DOCK, DISPATCHER, CRANE DIDC.250 DICC.230
MARINE & AIR TRANSPORTATION DIDC.275 DICC.250
SOLIDS CONTROL DIDC.260 $166.000 [N N N $166,000
WELL CONTROL EQUIP (Snubbing services) DIDC.265 $28,000 | DICC.240 $16,800 $44,800
FISHING & SIDETRACK OPERATIONS DIDC.270 DICC.245
COMPLETION RIG 14 DAYS @ 4400 PER DAY e S NN s DICCA15 $61,600 $61,600

COIL TUBING DAYS @ PER DAY PN Y picc.2so ’

COMPLETION LOGGING, PERFORATING, WL UNITS, WL SURVEYS ' AN $35,000 $35,000
STIMULATION b kN S ] DICC 210 $220,000 $220,000
[ EGAL/REGULATORY/CURATIVE DIDC.300 $10,000 | DICC.280 $10,000
WELL CONTROL INSURANCE - $0.35 PER FOOT DIDC.285 $3,000 TN b N Y $3,000
CONTINGENGY 5% OF DRILLING INTANGIBLES DIDC.435 $117,000 | DiCC.220 $32,000 $149,000
CONSTRUCTION FOR WELL EQUIPMENT P M, ™, ™ ™ ™, " DWEA 110 $1,000 “$1,000
CONSTRUCTION FOR LEASE EQUIPMENT oo s DLEQ110 $39,000 $39,000
CONSTRUCTION FOR SALES P/L o b s M N N Dioc 265

TANGIBLE - WELL EQUIPMENT

CASING | SIZE FEET | $/FOOT

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

CONDUGTOR PIPE DWEB. 130 AN Y

WATER STRING DWEB.135 AR

SURFACE GASING 13-3/8" 250 42.00 |DWEB.140 11,000 N O N SO N $11,000

INTERMEDIATE CASING 8-5/8" 4,500 23.40  |oweR. 145 105,000} % % Nk S NN $105,000

DRILLING LINER I DWEB. 145 A RN

DRILLING LINER DWEB. 145 - T .

PRODUCTION CASING OR LINER 51/2" 9,800 15.90 [N s NN S, | DWEA 100) 156,000 $156,000

PRODUCTION TIE-BAGK NN N N S [ DwEA 100

TUBING 27/8" 12,000 6.50 Q\X\;‘Q‘\\\\\ DWEA 105 78,000 $78,000

N/C WELL EQUIPMENT PN B NN SN, Y DWEAL 115 $9,000 $9,000

WELLHEAD, TREE, GHOKES DWEB. 115 12,000 DWEA 120 $28,000 $40,000

LINER HANGER, ISOLATION PACKER DWEB. 100 DWEA 125 .

PACKER, NIPPLES N N S, % 5, DWEA 130) $110,000 $110,000

PUMPING UNIT, ENGINE U N N | DLEQUI00 $78,000 $78,000

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

TANGIBLE - LEASE EQUIPMENT

N/C LEASE EQUIPMENT s S s s | DLEas $44,000 $44,000

TANKS, TANKS STEPS, STAIRS o oSy ] DLEQ.120 $21,000° $21,000

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

FLOW LINES (Line Pipe from wellhead to central facility) NN NS S DLEQL130 $1,000 $1,000

OFFSHORE PRODUCTION STRUCTURE FOR FAGILITIES O b 5 N DWEA 135 - ‘
-|PIPELINES TO SALES P N BN N S Y DWEA 140

P&A COSTS pIDC 295 60,000] DICC.275 (60,000)

COSTaERB R R e




OIL & GASLEASE |

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.:f30,5,' 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 descnbed land in
Lea County, New Mexico, to-wit: .

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

Township 15 South, Range 38 East
Lots 3, 4, S/2ZNW/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 comamed 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 ammount 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 pncc adjustments specified in such contract or regulatory orders. In the event Lessee compresses, treats, purifies, or dchydrates 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 Lessce 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 lawfu! 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 Lessec, as
provided herein, may be dissolved by L-essee by recording an appropriate instrument in the County where the land is situated at any time aﬁcr the completion of a dry
hole or the cessation of productlon on said unit.

6. If at the expiration of the pnmary,tcnn 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 thereafier 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 fi.) 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 prmclpal 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 copxcs 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 assxgnee or fail to comply with-any of the provisions of this lease, such default shall not affect this leasc 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 prcvcnted 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 Lessce 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 hercunder 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 1o 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 befo_rq 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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SHAW INTERESTS, INC.

OIL & GAS PROPERTIES

P.O. BOX 9612 MIDLAND, TX 79708 (432) 685-1404

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: -

e Surface Hole Location: 2210’ FSL & 430’ FWL
e 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

Postage

Certified Fee

Postmark

Return Receipt Fee "
ere

{Endorsement Required)

Restricted Delivery Fee
(Endorsement Req?:ired)

Manér B. Shaw

Total Postage & Fees

__________________ Nestie Wimslee

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

Sent To

WK?UGL 0320 000y 1883 5402



CIMARE)

AUTHORIZATION FOR EXPENDITURE

COMPANY ENTITY DATE PREPARED
Cimarex Energy Co. March 8, 2007
| REGION WELL NAME WELL NO PROSPECT OR FIELD NAME PROPERTY NUMBER DRILLING AFE NO,
Permian Pyramid 1 Star-Denton
Location  SHL 2210 FSL & 430’ FWL COUNTY STATE TYPE WELL
BHL 330’ FSL & 430° FWL : olL X EXPL X
Sec 31, T14S, R38E Lea New Mexico GAS PROD
ORIGINAL ESTIMATE X EST. START DATE EST. COMP. DATE FORMATION EST. TD
REVISED ESTIMATE ’ 9800 TVD
SUPPLEMENTAL ESTIMATE 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

C‘omments on Well Costs: v i
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
in;surance 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
inisurance'procured by Operator.

| elect to purchase my own well contro! 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
wbrking 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

Mérk 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

PROJECT COST ESTIMATE

P&A COSTS

i
LEASE NAME: Pyramid WELL NO.: 1
- DRY HOLE AFTER CASING] COMPLETED
INTANGIBLES Codes COST Codes POINT WELL COST
ROADS & LOCATION PREPARATION / RESTORATION DIDC.100 $100,000 | picc 100 $8,000 $108,000
DAMAGES DIDG.105 $4,000 | picc.105 $1,000 $5,000
MUD/FLUIDS DISPOSAL CHARGES DIDC.255 $20,000 | picc.235 $20,000 $40,000
DAY RATE 46 DH DAYS 5 ACP DAYS @ 17430 PER DAY _ [ oioc.115 $801,780 | Dicc.120 $87,150 $888,930
MISC PREPARATION COST (mouse hole, rat hole, pads, pile clusters, misc.) DIDC. 120 58,000 [ oo s e o Y $8,000
BITS DIDC.125 $100,000 | DIcC.A25 $1,000 $101,000
FUEL $2.20 PER GALLON DIDC. 135 $111,000 | pIcc.130 $11,000 $122,000
WATER / COMPLETION FLUIDS DIDC. 140 $32,200 | DIcC. 135 $25,000 $57,200
MUD & ADDITIVES DIDC.145 $64,400 w5 N h S $64,400
SURFACE RENTALS DIDC.150 $69,000 | picc.140 $45,000 $114,000
DOWNHOLE RENTALS DIDC.155 $144,000 | Dicc.145 $10,000 $154,000
FORMATION EVALUATION (DST, Coring including evaluation, G&G SERVICES) DIDC. 160 LN L o
MUD LOGGING 37DAYS @ $900 PER DAY DIDC.170 $47,000 ] SN S RO O N Y $47,000
OPEN HOLE LOGGING ' DIDC. 180 565,000 [ 5% N Mo NN NN $65,000
CEMENTING & FLOAT EQUIPMENT DIDC 185 $60,000 | DICC.155 $40,000 $90,000
TUBULAR INSPECTIONS DIDC. 190 $5,000 | picc 160 $2,500 $7.500
CASING CREWS DIDC.195 $12,000 ] DICC.165 $15,000 $27,000
EXTRA LABOR, WELDING, ETC. DIDC.200 $27,600 | picc.170 $5,000 $32,500
LAND TRANSPORTATION (Trucking) DIDC.205 $32,200 | picc.175 $7,000 $39,200
SUPERVISION DIDC.210 $51,000 | DICC.180 $18,000 $69,000
TRAILER HOUSE/CAMP/CATERING DIDC.280 $17,000 | Dicc.255 $2,500 $19,500
OTHER MISC EXPENSES DIDC 220 $5,000 | DIcc.190 $5,000 $10,000
OVERHEAD DIDC.225 * $14,000 | DICC.195 $4,200 $18,200
REMEDIAL CEMENTING. DIDC.231 DICC.215
MOB/DEMOB DIDC.240 $150,000 % N et S Y $150,000
DIRECTIONAL DRILLING SERVICES 22 DAYS @ 9500 PER DAY | DIDC.245 $209,000 5NN S e S $209,000
DOCK, DISPATCHER, CRANE DIDC 250 DICC.230
MARINE & AIR TRANSPORTATION DIDC 275 DICC.250
SOLIDS CONTROL DIDC.260 $166,000 [ e $166,000
WELL CONTROL EQUIP (Snubbing services) DIDC.265 $28,000 | DICC.240 " $16,800 $44,300
FISHING & SIDETRACK OPERATIONS DIDC.270 DICC.245
. [COMPLETION RIG 14 DAYS @ 4400 PER DAY b SN S R s s DIcc 115 $61,600 $61,500
COIL TUBING DAYS @ PER DAY Pt S oS, e 9] DICC.260
COMPLETION LOGGING, PERFORATING, WL UNITS, WL SURVEYS OO NS oice.200 $35,000 $35,000
STIMULATION N NN ] DICC.210 $220,000 $220,000
LEGAL/REGULATORY/CURATIVE BIDGC.300 $10,000 | Dicc.280 $10,000
WELL CONTROL INSURANGE $0.35 PER FOOT- DIDC.285 $3,000 PN N $3,000
CONTINGENCY 5% OF DRILLING INTANGIBLES DIDC 435 $117,000 | picc.220 $32,000 $149,000
CONSTRUCTION FOR WELL EQUIPMENT P N N Y| DWEA. 110 $1,000 $1,000
CONSTRUCTION FOR LEASE EQUIPMENT o NS AN oea 1o $39,000 $39,000
CONSTRUCTION FOR SALES P/L b S S M pice 265
e e b e e H
TANGIBLE - WELL EQUIPMENT
CASING' SIZE FEET $/FOOT
DRIVE PIPE 20" 40 100.00 |oweB.150 4,000[% N, \\\\\\\(‘ $4,000
CONDUCTOR FIPE DWER. 130 N S
WATER STRING DWEB.135 AR AR
SURFACE CASING 13-3/8" 230 4200 |pweB.140 11,000 NS A S Y $11,000
INTERMEDIATE CASING 8-5/8" 4,500 23.40  [DWEB.145 T A $105,000
DRILLING LINER [ DWEB. 145 AN ARNY
DRILLING LINER DWEB. 145 N
PRODUCTION CASING OR LINER 5 1/2" 9,800 15.90 PN S s, Y DWEA. 100 156,000 $156,000
PRODUCTION TIE-BACK ' S S DwEA 100
TUBING ' 27/8" 12,000 6.50 Ao o o s o Dwea 105 78,000 $78,000]
N/C WELL EQUIPMENT NN P NN N Y DWEA 115 $9,000 | $9,000
WELLHEAD, TREE, CHOKES DWEB.115 12,000| DWEA 120 $28,000 $40,000
LINER HANGER, ISOLATION PACKER DWEB.100) DWEA125
PACKER, NIPPLES P N S DVWEA, 130 $110,000 $110,000
PUMPING UNIT, ENGINE SO ToLEa 100 $78,000 $78,000
LIFT EQUIPMENT (BHP, Rods, Anchors) OO SR S S S M DEQ 105 $15.000 $15,000
TANGIBLE - LEASE EQUIPMENT
N/C LEASE EQUIPMENT N L | DLEQUT1S $44,000 $44,000
TANKS, TANKS STEPS, STAIRS hON N RO S DLEQL120 $21,000 $21,000
BATTERY:(Heater Treater, Separator, Gas Treating Equipment) PN S NS S SN DLEQL125 $18,000 $18,000
FLOW LINES (Line Pipe from wellhead to central facility) R N e $1,000 $1,000
OFFSHORE PRODUCTION STRUCTURE FOR FACILITIES o RSO oo S owen 135 ‘
PIPELINES TO SALES PO S S M DWEA 140
DIDC.295 60,000] DICC.275 (60,000)

Rl A




OIL & GAS LEASE

THIS AGREEMENT made this 11" 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,

i
-

WITNESSETH: . C

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/ANW/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
thercafter 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 iease 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 provrslon is not mtended to relieve Lessee of the obllgatlon
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 fi.) 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 untit 30 days after Lessee has
been furnished by certified mail at Lessee's principal place of business with acceptable instruments or ceértified 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 agamst 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 royaities 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 swrrendered, 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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SHAW INTERESTS, INC.

OIL & GAS PROPERTIES
MIDLAND, TX 79708 (432) 685-1404

P.O. BOX 9612
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
cornpulsory pooling, you have the option to lease your minerals st 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.

i
!

- Sincerely,

SHAW INTERESTS

Maner B. Shaw

ot

Postage

Certified Fee
Postmark

Return Receipt Fee
Here

(Endorsement Required)

Restricted Dejive, F
(Endorsement Heq%re%?

1 g3zq 0004 1883 979k

700



CIMARE,

AUTHORIZATION FOR EXPENDITURE

Comments on Well Costs:

COMPANY ENTITY DATE PREPARED
Cimarex Energy Co. March 8, 2007
{ REGION WELL NAME WELL NO PROSPECT OR FIELD NAME PROPERTY NUMBER DRILLING AFE NO.
Permian Pyramid 1 Star-Denton
LocaTion  SHL 2210° FSL & 430° FWL COUNTY STATE TYPEWELL
BHL 330’ FSL & 430" FWL olL X ExpL X
Sec 31, T14S, R38E Lea New Mexico GAS PROD
ORIGINAL ESTIMATE X EST. START DATE EST. COMP. DATE FORMATION EST.TD
REVISED ESTIMATE 9800 TVD
SUPPLEMENTAL ESTIMATE 11600° MD
]
- PROJECT DESCRIPTION:
Drill and complete a horizontal wolfcamp well.
DRY HOLE AFTER COMPLETED
INTANGIBLES COST CASING POINT WELL COST
Ir:ltangible 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
f TANGIBLES
ngl 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

1. All tubulars, well or lease eqmpment is priced by COPAS and CEPS guidelines using the H|stor|c 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
lnsurance procured by Operator so long as Operator conducts operations hereunder and to pay your prorated share of the premiums
lherefore If you elect to purchase your own well control insurance, you must provide a certificate of such insurance acceptable to
Operator as fo 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.

| 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.1.) 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.1.) deductible‘.

Cpmments 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 weII costs under term of the joint
operatmg agreement regulatory order or other applicable agreement covering this well.

#VALUEL

CIMAREX ENERGY CO. APPROVAL
DRILLING AND COMPLETION MANAGER

PREPARED BY REGIONAL MANAGER

Mérk Audas, Sr. Drilling/Completion Engineer
Permian Basin

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

Permian Basin

Roger Alexander, Regional Manager

JOINT INTEREST APPROVAL

COMPANY

BY

DATE

4/16/2007 11:51 AM




PROJECT COST ESTIMATE

]
LEASE NAME: Pyramid WELL NO.: 1

. DRY HOLE AFTER CASING| COMPLETED
INTANGIBLES Godes COST Codes POINT WELL COST
ROADS & LOCATION PREPARATION / RESTORATION DIDC. 100 $100,000 | DICC.100 $8,000 $108:000
DAMAGES DIDC.105 $4,000 | DICC.105 $1,000 $5,000
MUD/FLUIDS DISPOSAL CHARGES DIDC.255 $20,000 | DIcC 235 $20,000 ~$40,000
DAY RATE 46_DH DAYS 5 ACP DAYS @ 17430 PERDAY | DIDC.115 $801,780 | DIcC.120 $87,150 $888,930
MISC PREPARATION COST (mouse hole, rat hole, pads, pile clusters, misc) DIDC.120 $8,000 [N O N $8,000
BITS DIDG 125 $100,000 | DIcC.125 $1,000 $101,000
FUEL _ $2.20 PER GALLON DIDC135 |- $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 b s $64,400
SURFACE RENTALS DIDC. 150 $69,000 | picc.140 $45,000 $114,000
DOWNHOLE RENTALS DIDC. 155 $144,000 | DICC 145 $10,000 $154,000
FORMATION EVALUATION (DST, Coring including evaluation, G&G SERVICES) DIDC.160 SRR R,
MUD LOGGING 37DAYS @ $900 PER DAY DIDC.170 $47,000 PN S N S Y $47,000
OPEN HOLE LOGGING ' ' DIDC.180 565,000 1% s S S ] $65,000
CEMENTING & FLOAT EQUIPMENT . DIDC. 185 $50,000 | DICC.155 $40,000 $90,000
TUBULAR INSPECTIONS DIDC.190 $5,000 | DICC.160 $2,500 $7,500
CASING CREWS DIDC.195 $12,000 | picc.165 $15,000 $27,000
EXTRA LABOR, WELDING, ETC. DIDC.200 $27,600 | picc.17o $5,000 $32,600
LAND TRANSPORTATION (Trucking) DIDC.205 $32,200 | picc.175 $7,000 $39,200
SUPERVISION DIDC 210 $51,000 | DICC. 180 $18,000 $69,000
TRAILER HOUSE/CAMP/CATERING DIDC.280 $17,000 | DICC.255 $2,500 $19,500
OTHER MISC EXPENSES DIDC.220 $5,000 | picc.190 $5,000 $10,000
OVERHEAD DIDC 225 $14,000 | DICC.195 $4,200 $18,200
REMEDIAL GEMENTING DIDC 231 DICC.215
MOB/DEMOB DIDC.240 $150,000 By Rt $150,000
DIRECTIONAL DRILLING SERVICES 22 DAYS @ 9500 PER DAY | DIDC.245 $209,000 [N SO S SR $209,000
DOCK, DISPATCHER, CRANE DIDC.250 DICC.230
MARINE & AIR TRANSPORTATION DIDC.275 DICC.250
SOLIDS CONTROL DIDC.260 $166,000 [ % SN o $166,000
WELL CONTROL EQUIP (Snubbing services) DIDC.265 $28,000 | DICC.240 $16,800 $44,800
FISHING & SIDETRACK OPERATIONS DIDC.270 DICC.245
COMPLETION RIG 14 DAYS @ 4400 PER DAY rO S R o] DICC.115 -$61,600 $61,600

COIL TUBING DAYS @ PER DAY NS Dice 260 .

COMPLETION LOGGING, PERFORATING, WL UNITS, WL SURVEYS SO OOIINN T oice 200 $35,000 $35,000
STIMULATION bW Dice 210 $220,000 $220,000
LEGAL/REGULATORY/CURATIVE DIDC.300 $10,000 | picc.280 $10,000
WELL CONTROL INSURANCE $0.35 PER FOOT DIDC 285 $3,000 ISt B e Y $3,000
CONTINGENCY 5% OF DRILLING INTANGIBLES DIDC.435 $117,000 | picc.220 $32,000 $149,000
CONSTRUCTION FOR WELL EQUIPMENT ' B N e, Y DWEA. 110 $1,000 $1,000
CONSTRUCTION FOR LEASE EQUIPMENT N NN B $39,000 “$39,000
CONSTRUCTION FOR SALES PiL b S S N S S ] DICC.265
TANGIBLE - WELL EQUIPMENT
CASING' SIZE FEET $/FOOT
DRIVE PIPE 20" 40 100.00 | DWEB.150 4,000 NS NN NN $4,000
CONDUCTCR PIPE DWEB.130 o T, e
WATER STRING DWEB.135 B OO Y
SURFACE CASING 13-3/8" 250 42.00 |DwEB.140 11,000 N W RN N N $11,000
INTERMEDIATE CASING 8-5/8" 4,500 2340 |pwEB.145 105,000 % MO RSN S N $105,000
DRILLING LINER 7" DWEB. 145 N B S Y
DRILLING:LINER DWEB. 145, Y
PRODUCTION CASING OR LINER 51/2" 9,800 15.90  NO%CNIN SN S, | DWEA. 100 156,000 $156,000
PRODUCTION TIE-BACK N R
TUBING ' - 27/8" 12,000 650 PSS S s DWEA. 105 78,000 $78,000
N/C WELL EQUIPMENT PO N Y| DWEA 115 $9,000 $9,000
WELLHEAD, TREE, CHOKES DWEB.115| 12,000{DWEA.120 $28,000 $40,000
LINER HANGER, ISOLATION PACKER DWEB. 100 DWEA. 125
PACKER, NIPPLES PN S N N s Y| DWEA. 130 $110,000 $110,000
PUMPING. UNIT, ENGINE L s, | DLEQL100 $78,000 $78,000
LIFT EQUIPMENT (BHP, Rods, Anchors) s o s ) DLEQL105 $15,000 $15,000
TANGIBLE - LEASE EQUIPMENT
N/C LEASE EQUIPMENT o N, | DLEQL115 $44,000 $44,000
TANKS, TANKS STEPS, STAIRS MRS S DLEQL120 $21,000 $21,000
BATTERY!(Heater Treater, Separator, Gas Treating Equipment) P N T NS, e, Y DLEQL 125 $18,000 $18,000
FLOW LINES (Line Pipe from welihead ta central facility) OO DLEQ130 $1,000 $1,000
OFFSHORE PRODUCTION STRUGTURE FOR FAGILITIES oSO S O NDwEA 135 '
PIPELINES TO SALES PPN N owen 140
TOTALITANGIB A R 1321000 R B S5 BE 000 PR 560
P8A COSTS pIDC.295 60,000] picc.275 (60,000)
TOTAECOSTHIRE A R T e e otR s B R D e o750 (S N 31657930




SHAW INTERESTS, INC.

OIL & GAS PROPERTIES

P.O. BOX 9612 MIDLAND, TX 79708

(432) 685-1404

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 C .
Lots 3, 4, S2NW/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
acrés 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. Should you have ahy questions, please do
not hesitate to call. '

Sincerely, -

SHAW INTERESTS

Tim Lilley

Postage

Certified Fee Postmark

Here
Return Receipt Fee

(Endorsement Required)

Restricted Delivery Fee
(Endorserner\t Required)

Total Postage & Fees

“opol 0320 0004 laak 059



OIL & GAS LEASE

" THIS AGREEMENT made this 6" 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, %

4

WITNESSETH: o

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 followmg described land in
Lea County, New Mexico, to-wit:

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

Townshlp 15 South, Range 38 East
Lots 3, 4 S/2NW/4, N/2SW/4, SW/ANE/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 fand 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 bé 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 premlses Lessee in computing royalty hereunder may deduct
from such price a reasonable charge for each of such functions performed.

4 Thisisa 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 shail 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 Iease 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 thrs 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 Lessce is so prevented shall not be counted against Lessee, anything in this lease to the
contrary notwithstanding.



<102 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. Lesseg, 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 rélease thereof of record in the county in which said land is sitnated; 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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SHAW INTERESTS, INC.

OIL & GAS PROPERTIES

P.0O. BOX 9612 MIDLAN.D, TX 797082

(432) 685-1404

April 17, 2007

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

Re: - Pyramid #1

W/2 of Section 31, Towns_hip 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: ' '

e 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

Postage

-Certified Fee Postmark

Here

Maner B. Shaw

Return Receipt Fee
(Endorsement Reguired)

Restricted Delivery Fee
(Endorsement Required)

Total Postage & Fegs

Seni o, (\UWLJ\‘DF ..... e o

sgpl 0320 0004 L4843 9734



AUTHORIZATION FOR EXPENDITURE

COMPANY ENTITY : ' " [oATE PrEPARED -
Cimarex Energy Co. . March 8, 2007

i REGION WELL NAME WELL NO PROSPECT OR FIELD NAME PROPERTY NUMBER DRILLING AFE NO.

| N

Permian Pyramid 1 Star-Denton
LocaTioN  SHL 2210’ FSL & 430° FWL COUNTY STATE ~ TYPEWELL
BHL 330’ FSL & 430’ FWL ' oIL X ex X
Sec 31, T14S, R38E Lea New Mexico GAS PROD
ORIGINAL ESTIMATE X EST. START DATE EST. COMP. DATE FORMATION EST. TD
REVISED ESTIMATE ) 9800 TVD
SUPPLEMENTAL ESTIMATE : - 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 guideiines using the Historic Price Muitiplier.

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.

| elect to purchase my own well control insurance policy.

Weill control insurance procured by Operator, provides, among other terms, for $20,000,000 (100% W.1.) 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.1.) 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
operatmg 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. Driling/Completion Engineer  |Doug Park, Mgr Drilling/Completion Operations Roger Alexander, Regional Manager
Permian Basin Offshore and Permian Regions Permian Basin

JOINT INTEREST APPROVAL
COMPANY ' BY ‘ - |DATE

4/16/2007 11:51 AM



cimarex.

PROJECT COST ESTIMATE .

LEASE NAME: Pyramid WELL NO.: 1

, DRY HOLE AFTER CASING| COMPLETED
INTANGIBLES Codes cosT Codes POINT WELL COST
ROADS & LOCATION PREPARATION / RESTORATION DIDC. 100 $100,000 | Dicc.100 $8,000 $108,000
DAMAGES ) DIDC.105 $4,000 | DICC.105 $1,000 $5,000
MUD/FLUIDS DISPOSAL CHARGES DIDG.255 $20,000 | DIcC 235 $20,000 $40,000
DAY RATE 46 DH DAYS 5 ACP DAYS @ 17430 PERDAY | DIDC.115 $801,780 | DICC.120 $87,150 $888,930
MISC PREPARATION COST (mouse hole, rat hole, pads, pile clusters, misc.) DIDG.120 $8,000 P MO O $8,000
BITS DIDG.125 $100,000 | DICC.125 $1,000 $101,000
FUEL $2.20 PER GALLON DIDC.135 $111,000 [ picc 130 $11,000 $122,000
WATER / COMPLETION FLUIDS DIDC. 140 $32,200 | pIcc.13s $25,000 $57,200
MUD & ADDITIVES DIOC. 145 $64.400 LS L SN $64,400
SURFACE RENTALS DIDC.150 $69,000 | picc.140 $45,000 $114,000
DOWNHOLE RENTALS DIDC.155 $144,000 | DICC.145 $10,000 $154,000
FORMATION EVALUATION (DST, Coring Including evaluation, G&G SERVICES) DIDC.160 . OO OO
MUD LOGGING 37DAYS @ $900 PER DAY DIDC. 170 $47,000 BoN% N h NN $47,000
OPEN HOLE LOGGING ' DIDC.180 $65,000 PR oNNNONNO $65,000
CEMENTING & FLOAT EQUIPMENT DIDC.185 $50,000 | Dicc.155 $40,000 $90,000
TUBULAR INSPECTIONS DIDC.190 $5,000 | picc.160 $2,500 $7.500
CASING CREWS DIDC.195 $12,000 | oicc.16s $15,000 $27,000
EXTRA LABOR, WELDING, ETC. DIDC.200 $27,600 | picc.170 $5,000 $32,600
LAND TRANSPORTATION (Trucking) DIDC.205 $32,200 | picc.175 $7,000 $39,200
SUPERVISION DIDC.210 $51,000 | DICC.180 $18,000 $69,000
TRAILER HOUSE/CAMP/CATERING DIDC.280 $17,000 § DICC.255 $2,500 $19,500
OTHER MISG EXPENSES DIDG.220 $5,000 | bicc.190 $5,000 $10,000
OVERHEAD DIDC.225 $14,000 | Dicc.195 $4,200 $18,200
REMEDIAL CEMENTING DIDC.231 DICC.215 _
MOB/DEMOB DIDC.240 $150,000 3% 5 RO ™ N Y $150,000
DIRECTIONAL DRILLING SERVICES 22 DAYS @ 9500 PER DAY | DIDC.245 $209,000 PN NN SN $209,000
DOCK, DISPATCHER, CRANE DIDC.250 DICC.230
MARINE & AIR TRANSPORTATION DIDC 275 DICC 250
SOLIDS CONTROL DIDC.260 $166,000 [ ™ ™ ™™ 0 ™ % 0 | $166,000
WELL CONTROL EQUIP (Snubbing services) DIDC.265 $28,000 | DICC.240 $16,800 $44 800
FISHING & SIDETRACK OPERATIONS DIDC.270 Joicc.zas
COMPLETION RIG 14 DAYS @ 4400 PER DAY o R S pice11s $61,600 $61,600

COIL TUBING DAYS @ PER DAY O o pice.260 ‘
COMPLETION LOGGING, PERFORATING, WL UNITS, WL SURVEYS OGN T oice 200 $35000 | . $35000
STIMULATION bSO N Y Dicc.210 $220,000 $220,000
LEGAL/REGULATORY/CURATIVE DIDC.300 $10,000 | picc 280 $10,000
WELL CONTROL INSURANCE $0.35 PER FOOT DINC.285 53,000 v M Pt N $3,000
CONTINGENGY 5% OF DRILLING INTANGIBLES DIDC.435 $117,000 | picc 220 $32,000 $149,000
CONSTRUCTION FOR WELL EQUIPMENT N N N DWEA. 110 $1,000 $1,000
CONSTRUCTION FOR LEASE EQUIPMENT O s S T DLEQ.110 $39,000 $39,000
CONSTRUCTION FOR SALES P/L Q\\\:‘ bSO Dice.265
e oS e s e e e T

TANGIBLE - WELL EQUIPMENT
CASING' SIZE FEET $/FOOT .
DRIVE PIPE 20" 40 100.00 _|DWEB. 150 4,000 % NN N SN $4,000
CONDUCTOR PIPE DWEB. 130 R R Y
WATER STRING DWEB. 135 VAN
SURFACE CASING 13-3/8" 250 42,00 |owes.140 11,000 /% 5 S S N N $11,000
INTERMEDIATE CASING 8.5/6" 4,500 23.40  |DWEB.145 105,000 b Nt h M S v $105,000
DRILLING LINER 7 DWEB. 145 R R
DRILLING LINER DWEB_145 R
PRODUCTION CASING OR LINER 51/2" 9,800 15.90 NSNS NSNS Y DwEA 100 156,000 $156,000
PRODUCTION TIE-BACK RO N DWEA 100
TUBING 27/8" 12,000 650 honosn b o DwEA 105 78,000 $78,000
N/C WELL EQUIPMENT N N N N S, Y DWEA 115 $9,000 $9,000
WELLHEAD, TREE, CHOKES DWEB.115 12,000| DWEA. 120 $28,000 $40,000
LINER HANGER, ISOLATION PACKER DWEB.100 DWEA 125
PACKER, NIPPLES PN P N S S 5 Y DWEAL 130 $110,000 $110,000
PUMPING UNIT, ENGINE SO N L N N N DLEQU 100 $78,000 $78,000
LIFT EQUIPMENT (BHP, Rods, Anchors) Q\\\:‘Q\\\\\\ DLEQ.105 $15,000 $15,000
TANGIBLE - LEASE EQUIPMENT
N/C LEASE EQUIPMENT oo A S S TDLEQ 1S $44,000 $44,000
TANKS, TANKS STEPS, STAIRS NSRS DLEQ120 $21,000 $21,000
BATTERYi(Heater Treater, Separator, Gas Treating Equipment) P s NS S SN DLEQ125 $18,000 $18,000
FLOW LINES (Line Pipe from wellhead to central facility) NSNS [ Leaiao $1,000 $1,000
OFFSHORE PRODUCTION STRUCTURE FOR FACILITIES eSO oo DwER s ’
PIPELINES TO SALES ’ P NS S Y owen 140

!
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SHAW INTERESTS, INC.

OIL & GAS PROPERTIES

P.O. BOX 9612 MIDLAND, TX 79708 (432) 685-1404

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, S2ZNW/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 followmg 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/ANE/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 produccd 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 premiscs 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 premlses the royalties shall be one-fifth (1/5) of the amount reallzed from such sale; (c) and at any time when this lease is
not vahdated 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 quaatities. 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 thercof 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 dchydrates such gas
(whether on or off the leased premises) or transports gas off the leased premlses Lessee in computmg 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 inthe unit. The production so allocated
shall be considered for all purposes, including the payment or delivery of royaity, 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 afier the completlon 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 fi.) 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 iease insofar as it covers a part of said lands upon which
Lessee or any assignee thereof shall properly comply or make such payments.

9. Shouid 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 prcvented Lessee's duty shall be suspended, and Lessee shall
not be liable for failure to comply therewith; and this Iease 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 instrurhcnt was acknowledged before me on the day of _ , 2007, by Thomas F. McMahon.

Notary Public, State of New York

My Commission Expires:
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SHAW INTERESTS, INC.

_ OIL & GAS PROPERTIES :
P.O. BOX 9612 MIDLAND, TX 79708 (432) 685-1404

April 17, 2007

Betty & M.L. 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 & M.L.:

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:

o 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 poollng, you have the option to Iease your mmerals at the terms prev1ously propoesed
" being: '
"o $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
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AUTHORIZATION FOR EXPENDITURE

1
{
i

COMPANY ENTITY ‘ DATE PREPARED )
Cimarex Energy Co. March 8, 2007

{ REGION WELL NAME WELL NO PROSPECT OR FIELD NAME PROPERTY NUMBER DRILLING AFE NO.

)

Permian Pyramid 1 Star-Denton
LocatioN  SHL 2210’ FSL & 430’ FWL COUNTY STATE TYPE WELL
BHL 330’ FSL & 430’ FWL ) oiL X  ExpL X
Sec 31, T14S, R38E Lea New Mexico GAS PROD
ORIGINAL ESTIMATE X EST. START DATE EST. COMP. DATE FORMATION EST. TD
REVISED ESTIMATE 9800  TVD
SUPPLEMENTAL ESTIMATE . 11600° MD

PROJECT DESCRIPTION:
Drill and complete a horizontal wolfcamp well.

' DRY HOLE AFTER COMPLETED

INTANGIBLES COST CASING POINT WELL COST
Ihtangible 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
f TANGIBLES o ,

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)

TQTAL 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.

i

WELL CONTROL INSURANCE:

Unless otherwise indicated below, you, as a non-operating working interest owner, agree to be covered by Operator’s well control
in:surance 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.1.) 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.1.) 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

WCrking 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 R 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
COMPANY BY DATE

4/16/2007 11:51 AM



PROJECT COST ESTIMATE
LEASE NAME: Pyramid WELL NO.: 1
; DRY HOLE AFTER CASING| COMPLETED
INTANGIBLES Codes cosT Codes POINT WELL COST
ROADS & LOGATION PREPARATION / RESTORATION DIDC.100 $100,000 | picc.100 $8,000 $108,000
DAMAGES 'DIDC.105 $4,000 | DICC.105 $1,000 $5,000
MUD/FLUIDS DISPOSAL CHARGES DIDC.255 $20,000 | picc.235 $20,000 $40,000
DAY RATE 46 DH DAYS 5 ACP DAYS @ 17430 PER DAY | DIDC 115 $801,780 | DICC.120 $87 150 $888,930
MISC PREPARATION COST (mouse hole, rat hole, pads, pile clusters, misc.) | DIDC.120 58,000 [t s e ] $8,000
BITS DIDC.125 $100,000 | picc 125 - $1,000 $101,000
FUEL $2.20 PER GALLON DIDC.135 $111,000 | DIcc.130 $11,000 $122,000
WATER / COMPLETION FLUIDS | bipc. 140 $32,200 | DICC.135 $25,000 $57,200
MUD & ADDITIVES DIDC.145 964,400 [ MRS $654,400
SURFACE RENTALS DIDC.150 $69,000 | DICC.140 $45,000 $114,000
DOWNHOLE RENTALS DIDC.155 $144,000 | DICC.145 $10,000 $154,000
FORMATION EVALUATION (DST, Coring including evaluation, G&G SERVICES) DIDC.160 o N, S|
MUD LOGGING 37DAYS @ $900 PER DAY DIDC.170 547,000 NN b SO N $47,000
OPEN HOLE LOGGING ~ ' ‘ DIDC.180 $65,000 1% ™ % %% ™% ™ ™ M ] $65,000
CEMENTING & FLOAT EQUIPMENT DIDC.185 $50,000 | DICC.155 $40,000 $90,000
TUBULAR INSPECTIONS DIDC.190 $5,000 | picc.160 $2,500 $7,500
CASING CREWS DIDC. 195 $12,000 | DicC165 $15,000 $27,000
EXTRA LABOR, WELDING, ETC. DIDC.200 $27,600 | pICC.170 $5,000 $32,600
LAND TRANSPORTATION (Trucking) DIDG.205 $32,200 | DICC.175 $7,000 $39,200
SUPERVISION DIDC.210 $51,000 | DIcC.180 $18,000 $69,000
TRAILER HOUSE/CAMP/CATERING DIDC.280 $17,000 | pICC.255 $2,500 $19,500
OTHER MISC EXPENSES DIDC.220 $5,000 | Dicc.190 $5,000 $10,000
OVERHEAD [ bioc.225 $14,000 | DICC195 $4,200 $18,200
REMEDIAL GEMENTING DIDC.231 DICC.215
MOB/DEMOB DIDC 240 $150,000 % % MR M e e $150,000
DIREGTIONAL DRILLING SERVICES 22 DAYS @ 9500 PER DAY - | DIDC.245 $209,000 AP S ST $209,000
DOCK, DISPATCHER, CRANE DIDC.250 DICC.230
MARINE & AIR TRANSPORTATION DIDC. 275 DICC.250
SOLIDS CONTROL ' DIDC.260 $166,000 [ % %, "% 50 ™ ) $166,000
WELL CONTROL EQUIP (Snubbing services) DIDC.265 $28,000 | DICC.240 $16,800 $44,800
FISHING 8 SIDETRACK OPERATIONS DIDC.270 DICC 245
COMPLETION RIG 14 DAYS @ 4400 PER DAY RN $61,600 $61,600
COIL TUBING DAYS @ PER DAY PO DICC.260
COMPLETION LOGGING, PERFORATING, WL UNITS, WL SURVEYS O NS S T Dicc 200 $35,000 $35,000
STIMULATION RO, Tk o S S s ) DICC 210 $220,000 $220,000
LEGAL/REGULATORY/CURATIVE DIDC.300 $10,000 | Dicc.280 $10,000
|WELL CONTROL INSURANCE $0.35 PER FOOT DIDC.285 $3,000 PN B s e S Y $3,000
CONTINGENCY 5% OF DRILLING INTANGIBLES DIDC.A35 $117,000 | picc.220 $32,000 $149,000
CONSTRUCTION FOR WELL EQUIPMENT P S ™ ™ Y DWEA. 110 $1,000 $1,000
CONSTRUCTION FOR LEASE EQUIPMENT oo S S T pLea o $39,000 $39,000
GCONSTRUCTION FOR SALES P/L Sk SO N pice.2ss

TANGIBLE - WELL EQUIPMENT

i

CASING SIZE FEET $/FOOT .
DRIVE PIPE 20" 40 100.00 |DwEB.150 e . $4,000
CONDUGTOR PIPE DWEB. 130 A
WATER STRING DWEB.135 SRR -
SURFACE CASING 13-3/8" 250 4200  |pWEB.140 11,000 5SS AR R R $11,000
INTERMEDIATE CASING 8-5/8" 4,500 2340 |DWEB.145 ] $105,000
DRILLING LINER 7" DWEB. 145 N AN
DRILLING'LINER DWER. 145 N R o S S .
PRODUCTION CASING OR LINER 51/2" 9,800 1590 [hn N ™ | DWEA. 100 156,000 $156,000
PRODUGTION TIE-BACK _ N OO N N NN DWEA. 100
TUBING 27/8" 12,000 B.50 P Tk ™ | DWEA 105 78,000 $78,000
N/C WELL EQUIPMENT NS NN N A S N Y OWEA 115 $9,000 $9,000
WELLHEAD, TREE, CHOKES DWEB.115 12,000|DWEA.120 $28,000 $40,000
LINER HANGER, ISOLATION PACKER DWEB. 100 DWEA. 125
PACKER, NIPPLES oo s s % Y DWEA 130 $110,000 $110,000
PUMPING UNIT, ENGINE s D oo | DLEq oo $78,000 $78,000
LIFT EQUIPMENT (BHP, Rods, Anchors) b RS NS S DLEQ105 $15,000 $15,000
"|TANGIBLE - LEASE EQUIPMENT
N/C LEASE EQUIPMENT Do s s NSO DLEQU1S $44,000 $44,000
TANKS, TANKS STEPS, STAIRS Ao A S oeea 120 $21,000 $21,000
BATTERY.(Heater Trealer, Separator, Gas Treating Equipment) P N P N N S Y DLEQU125 $18,000 $18,000
FLOW LINES (Line Pipe from welihead to central facility) PSS NSNS T DLEQ.130 $1,000 $1,000
OFFSHORE PRODUCTION STRUCTURE FOR FACILITIES bSO RSO S N DWEA 135 '
PIPELINES TO SALES N O SN DWEA. 140
PE S e R R e S e A S8 000 1
P&A COSTS DIDC.295 60,000 DICC.275 (60,000)
FoTAECOST A am e SRR SRS




SHAW INTERESTS, INC.

DOIL & GAS PROPERTIES . _
P.O. BOX 9612 MIDLAND, TX 79708 (432) 685-1404

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 & M.L.:

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. . e

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

Sincerely, :
SHAW INTERESTS
Postage | $ | K(/%
Tim Lilley erted oz | 9 /Y )
“ Postmarl
ipt - H
Eransum Feomties ||| 4=

Restricted Delivery Fee
{Endorsement Required)

. i~ 4
Total Postage & Fees $ J’{ lg\{

Sent.To

0320 0004 1883 9848

_______________________________________________________________________________________

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

City, State, ZIP+4

7001



OIL & GASLEASE

THIS AGREEMENT made this 11" day of April 2007, between Betty Tieche and husband, MLL. Tieche, a§ Lessor (whether one or more), whose address is 38
Lotta Avenue, Battle Creek, M1 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 followmg described land in
Lea County, New Mexico, to-wit:

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

Township 15 South, Range 38 East
Lots 3, 4, SI2NW/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 a5 {ong
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; (¢) 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 provmon 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 mstrument in the County where the land is situated at any time afier 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- a551gnee or fail to comply with any of the provisions of this lease, such default shall not affect thlS 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.

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 dayof __ - | , 2007, by M.L. Tieche.

Notary Public, State of Michigan

My Commission Expires:
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SHAW lNTERESTS, INC.
OIL & GAS PROPERTIES

P.O. BOX 9612 MIDLAND, TX 79708 . (432) 685-1404

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 conj unction with our propovsal 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, TOWHShlp 14 South, Range 38

East, Lea County, New Mexico:

o Surface Hole Location: 2210’ FSL & 430° FWL
o 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:
o $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

Postage

Certified Fee
Postmark

Maner B. Shaw Return Receipt Fee
(Endorsement Required) Here

Restricted Delivery Fee
(Endorsement Required)

Total Postage & Fees

Sent To “
Eﬂv ol
\ """ s wictee

?UDL 0320 0004 1883 9&59



AUTHORIZATION FOR EXPENDITURE

COMPANY ENTITY DATE PREPARED
Cimarex Energy Co. March 8, 2007

) REGION WELL NAME WELL NO PROSPECT OR FIELD NAME PROPERTY NUMBER DRILLING AFE NO.

Permian Pyramid 1 Star-Denton
LocaTion  SHL 2210’ FSL & 430° FWL COUNTY STATE TYPE WELL
BHL 330’ FSL & 430’ FWL ol X  EXPL X
Sec 31, T14S, R38E Lea New Mexico GAS PROD
ORIGINAL ESTIMATE X EST. START DATE " EST. COMP. DATE FORMATION EST.TD
REVISED ESTIMATE b 9800 TVD
SUPPLEMENTAL ESTIMATE ) B 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 bemg covered by
|nsurance procured by Operator.

| 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 Singie Limit
coverage for well control and related redrilling and clean- up/pollutlon expense covering drilling (through completion) with a
$1.,000,000 (100% W.|.) deductible. .

Cpmments 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
wbrking 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. ’

HVALUE!

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




. N i
PR PROJECT COST ESTIMATE
cmarcx’ |8

[
LEASE NAME: Pyramid WELL NO.: - : 1

! " DRY HOLE AFTER CASING| COMPLETED
INTANGIBLES Codes COST Codes POINT WELL COST
ROADS & LOCATION PREPARATION / RESTORATION DIDC.100 $100,000 | picc.100 $8,000 $108,000
DAMAGES DIDC.105 $4,000 | DIcc.105 $1,000 $5,000
MUD/FLUIDS DISPOSAL CHARGES DIDC.255 $20,000 | DiCC.235 $20,000 $40,000
DAY RATE _ 46_DHDAYS 5 ACP DAYS @ 17430 PERDAY | DIDC.115 $801,780 | DIcC.120 $87,150 $888,930
MISC PREPARATION COST (mouse hole, rat hole, pads, pile clusters, misc.) - DIDC.120 58,000 [ N ) $8,000
BITS ; DIDC.125 $100,000 | DICC.125 $1,000 $101,000
FUEL $2.20 PER GALLON DIDC.135 $111,000 | picc.130 $11,000 $122,000
WATER / COMPLETION FLUIDS - DIDG.140 $32,200 | DICC.135 $25,000 $57,200
MUD & ADDITIVES v DIDC.145 564,400 S S N A $64,400
SURFACE RENTALS DIDC. 150 $69,000 | pIcc 140 $45,000 $114,000
DOWNHOLE RENTALS DIDC. 155 $144,000 | picc 145 $10,000 $154,000
FORMATION EVALUATION (DST, Coring including evaluation, G&G SERVICES) DIDC. 160 O R ]
MUD LOGGING 37DAYS @ $900 PER DAY DIDC.170 $47,000 PSS P St e Y $47,000
OPEN HOLE LOGGING ’ B DIDG. 180 $65,000 [N $65,000
CEMENTING & FLOAT EQUIPMENT ~Toioc1ss $50,000 | DICC155 $40,000 $90,000
TUBULAR INSPECTIONS < DIDC.190 $5,000 | picc.160 $2,500 $7.500
CASING CREWS - g ‘ DIDG.195 $12,000 | Dicc.165 $15,000 $27,000
EXTRA LABOR, WELDING, ETC. DIDC.200 $27,600 | picc.170 $5,000 $32,600
LAND TRANSPORTATION (Trucking) . DIDC.205 $32,200 | bicc.175 $7,000 $39,200
SUPERVISION ’ DIDC 210 $51,000 | picc.180 $18,000 $69,000
TRAILER HOUSE/CAMP/CATERING DIDC.280 $17,000 | DICC.255 $2,500 $19,500
OTHER MISC EXPENSES DIDC.220 $5,000 | DIcC.190 $5,000 |. $10,000
OVERHEAD " DIDC.225 $14,000 | DICC.195 $4,200 $18,200
REMEDIAL CEMENTING DIDC.231 DICC.215
MOB/DEMOB . DIDC.240 $150,000 Py % SR ™, S S NS $150,000
DIRECTIONAL DRILLING SERVICES 22 DAYS @ 9500 PER DAY | DIDC.245 $209,000 PSSO N Y $209,000
DOCK, DISPATCHER, CRANE DIDC.250 DICC.230
MARINE & AIR TRANSPORTATION - DIDC.275 DICC.250
SOLIDS GONTROL DIDC.260| - $165,000 [ ™ ™™ ™ 5 NN $166,000
WELL CONTROL EQUIP (Snubbing services) DIDC 265 $28,000 | DICC.240 $16,800 $44,800
FISHING & SIDETRACK OPERATIONS T DIDC.270 DICC.245
COMPLETION RIG 14 DAYS @ 4400 PER DAY P Tk S N SN DICC 115 $61,600 $61,600

COIL TUBING DAYS @ PER DAY O O Dice.260 ]

COMPLETION LOGGING, PERFORATING, WL UNITS, WL SURVEYS OO NN ] Dicc.200 $35,000 $35,000
STIMULATION _ b b N Dice.210 $220,000 $220,000
LEGAL/REGULATORY/CURATIVE DIDC.300 $10,000 | DICC.280 $10,000
WELL GONTROL INSURANCE $0.35 PER FOOT DIDC.285 $3,000 P b e e Y $3,000
CONTINGENCY 5% OF DRILLING INTANGIBLES DIDC.435 $117,000 | picc.220 $32,000 $149,000

DWEA.110 $1,000 $1,000
DLEQ.110 $39,000 $39,000
DICC.265

CONSTRUCTION FOR WELL EQUIPMENT
CONSTRUCTION FOR LEASE EQUIPMENT
CONSTRUCTION FOR SALES P/L

SRR R R L e Atk

TANGIBLE - WELL EQUIPMENT

CASING ' SIZE FEET $/FOOT

DRIVE PIPE : 20" 40 100.00 _|owes.150 4,000 [N NN N S $4,000

CONDUCTOR PIPE ‘ DWEB.130 NN Y

WATER STRING DWEB.135] RN Qx\i\\‘\:\

SURFACE CASING i 13-3/8" 250 42.00 |DWEB.140 11,000 (% S N NN S N N N $11,000

INTERMEDIATE CASING 8-5/8" 4,500 2340 |owes.145 105,000k S e B S $105,000

DRILLING'LINER . 70 DWEB. 145 AN '

DRILLING LINER DWEB. 145 R N

PRODUCTION CASING OR LINER 5 1/2" 9,800 15.90 [N % s s DWEA 100 156,000 $156,000

PRODUCTION TIE-BACK OSSN pwen 100

TUBING ' 27/8" 12,000 550 AN S DWEA 108 78,000 $76,000

N/C WELL EQUIPMENT oo N S Y| DWEA 115 $9,000 $9.000

WELLHEAD, TREE, CHOKES. ~ DWEB.115 12,000 DWEA 120 $28,000 $40,000

LINER HANGER, ISOLATION PACKER _ DWEB. 100 DWEA.125

PACKER, NIPPLES PO N s s owEea 130 $110,000 $110,000

PUMPING UNIT, ENGINE N N | DLEQU100 $78.000 $78,000

LIFT EQUIPMENT (BHP, Rods, Anchors) ‘ . N AN S S ] DLEQ 105 $15,000 $15,000

TANGIBLE - LEASE EQUIPMENT ’

N/C LEASE EQUIPMENT L O N\ | DLEQU115 $44,000 $44,000

TANKS, TANKS STEPS, STAIRS IS b b s o DLEQL120 $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) R ' P NS N | DLEQL130 $1,000] $1,000
|OFFSHORE PRODUCTION STRUCTURE FOR FACILITIES b S O S N DWEA 135 '

PIPELINES TO SALES AR N B

e

hEsTaZi000 R

81000154 S690/000

B ;@E%ﬂ% i

P&A COSTS - DIDC.295 60,000] DICC.275 (60,000)

50 [ EAENs 651930

TOTA Rt 8 e ) P

R




SHAW INTERESTS, INC.

-OIL & GAS PROPERTIES
P.O. BOX 9612 MIDLAND, TX 79708 1432) 685-1404

April 11, 2007

Ben and Kay Wicker
349 Walnut :
Wyandotte, MI 48192

Re: Oil & Gas Lease
W72 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 yo’u 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.

Sent To &Zﬂ \7 ) - (/Ulfcuz

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

Sincerely,
SHAW INTERESTS B
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OIL & GAS LEASE

THIS AGREEMENT made this 11" 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, MI 48192, and Shaw Interests, Inc. whose address is 310.-W. Wall St., Ste. 305 Mldland 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 followmg described Jand 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: () 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 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 opérations 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 dnllmg 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 produccd 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 shatl
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 th)s lease to the

_contrary notwithstanding.



oy
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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 1mphed 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 instrurﬁent was acknowledged before me on the day of R 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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SHAW INTERESTS, INC.

Ol & GAS PROPERTIES
P.O. BOX 9612 - MIDLAND, TX 79708 1432) 685-1404

April 17,2007

Dan arid 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 & Aliée:

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: '

o Surface Hole Location: 2210’ FSL & 430° FWL
¢ Bottom Hole Location: 330’ FSL & 430’ FWL

Enclosed is a detailed AFE reflecting éstimated 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: '

o $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
=0
-u e
[
2.C
$ L
- Postage QC(
e Certified Fee 'O
Maner B. Shaw "fl Q q Po;;r?:rk
Return Receipt Fee \ (6.
-+ (Endorsement Required) 3 ED
o Restricted Delivery Fee
3  (Endorsement Required)
[ - -
o Total Postage & Fees $ Z—l ¢ 4 \‘l
gt} T LYEN
Sent To ¢ ] a7
S S T L LN YU 2 —
Street, Apt. No.;
or PO Box No.
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City, State, ZIP+4
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CIMAREX

AUTHIZATION FOR EXPENDITURE

Comments on Well Costs:

COMPANY ENTITY DATE PREPARED
Cimarex Energy Co. March 8, 2007

i REGION WELL NAME WELL NO PROSPECT OR FIELD NAME PROPERTY NUMBER DRILLING AFE NO.

Fermian Pyramid 1 Star-Denton
LocaTiON - SHL 2210’ FSL & 430’ FWL COUNTY STATE TYPE WELL
BHL 330’ FSL & 430’ FWL oL X et X

{Sec 31, T14S, R38E - Lea New Mexico GAS PROD
ORIGINAL ESTIMATE X EST. START DATE EST.COMP.DATE | FORMATION EST.TD
REVISED ESTIMATE 9800 TVD
SUPPLEMENTAL ESTIMATE 11600’ MD
PROJECT DESCRIPTION:
Drill and complete a horizontal wolfcamp weil.
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

5 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

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 drilfing
operations. You agree that failure to provide the certificate of insurance, as provided herein, will resultin your being covered by
insurance procured by Operator. :

| 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.1.) deductible.

Cpmments 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
DRILLING AND COMPLETION MANAGER

PREPARED BY REGIONAL MANAGER

Roger Alexander, Regional Manager
Permian Basin

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

Mark Audas, Sr. Drilling/Completion Engineer
Permian Basin

JOINT INTEREST APPROVAL

COMPANY _ BY DATE

4/16/2007 11:51 AM



CIMARE

PROJECT COST ESTIMATE

LEASE NAME: Pyramid WELL NO.:

‘ DRY HOLE AFTER CASING| COMPLETED
INTANGIBLES Cades CosT Codes POINT WELL COST
ROADS & LOGATION PREPARATION / RESTORATION DIDC.100 $100,000 | Dicc.100 $8,000 $108,000
DAMAGES DIDC. 105 $4,000 | DIcC 105 $1,000 $5,000
MUD/FLUIDS DISPOSAL CHARGES DIDC. 255 $20,000 | pIcC 235 $20,000 $40,000
DAY RATE 46 _DH DAYS 5 ACP DAYS @ 17430 PERDAY | DIDC.115 $801,780 | picc.120 $87,150 $888,330
MISC PREPARATION COST (mouse hole, rat hole, pads, pile clusters, misc.) DIDC.120 58,000 [ % % e $8,000
BITS ‘ DIDC. 125 $100,000 | DICC.125 $1,000 $101,000
FUEL $2.20 PER GALLON DIDC.135 $111,000 | picc.130 $11,000 $122,000
WATER / COMPLETION FLUIDS DIDC. 140 $32,200 | pICC 135 $25,000 $57,200
MUD & ADDITIVES DIDC. 145 $64,400 FS v ML $64,400
SURFACE RENTALS DIDC.150 $69,000 | picc.140 $45,000 $114,000
DOWNHOLE RENTALS DIDC. 155 $144,000 | DICC 145 $10,000 $154,000
FORMATION EVALUATION (DST, Coring including evaluation, G&G SERVICES) DIDC. 160 N Y,

MUD LOGGING 37 DAYS @ $900 PER DAY DIDC.170 $47,000 Q\\\QQ\\\\\\\ $47,000
OPEN HOLE LOGGING ' i DIDC.180 $65,000 [%oNos o A A $65,000
CEMENTING & FLOAT EQUIPMENT DIDC. 185 $50,000 | DicC 155 $40,000 $90,000
TUBULAR INSPECTIONS 0IDC.190 $5,000 | DIGC 160 $2,500 $7,500
CASING CREWS DIDC. 195 $12,000 | picc.165 $15,000 $27,000
EXTRA LABOR, WELDING, ETC. DIDC.200 $27,600 | Dicc.170 $5,000 $32,600
LAND TRANSPORTATION (Trucking) DIDC.205 $32,200 | DICC.175 $7,000 $39,200
SUPERVISION DIDC.210 $51,000 | pice. 180 $18,000 $69,000
TRAILER HOUSE/CAMP/GATERING DIDC.280 $17,000 | picc.2ss $2,500 $19,500
OTHER MISC EXPENSES DIDG.220 $5,000 | Dicc.190 $5,000 $10,000
OVERHEAD DIDC.225 $14,000 | picc.195 $4,200 $18,200
REMEDIAL CEMENTING DIDC.231 DICC.215
MOB/DEMOB _ DIDC.240 $150,000 BN S b S o Y $150,000
DIRECTIONAL DRILLING SERVIGES 22 DAYS @ 9500 PER DAY | DIDC.245 $209,000 [SoN o $209,000
DOCK, DISPATCHER, CRANE DIDC.250 DICC.230
MARINE & AIR TRANSPORTATION DIDC.275 DICC.250
SOLIDS CONTROL DIDC.260 $166,000 [3od NN S $166,000
WELL CONTROL EQUIP (Snubbing services) DIDC.265 $28,000 | DICC.240 $16,800 $44,800
FISHING & SIDETRACK OPERATIONS . DIDG.270 DICC.245
COMPLETION RIG 14 DAYS @ 4400 PER DAY hes S e o ] DIcc 115 $61,600 $61,500
COIL TUBING DAYS @ PER DAY P NN ] DICC.260
COMPLETION LOGGING, PERFORATING, WL UNITS, WL SURVEYS M W] pice 200 $35,000 $35,000
STIMULATION Q\\"Q SO picc 210 $220,000 $220,000
LEGAL/REGULATORY/CURATIVE DIDC.300 $10,000 | picc.280 $10,000
WELL CONTROL INSURANGE $0.35 PER FOOT DIDC.285 $3,000 SN T SO S Y $3,000
CONTINGENGY 5% OF DRILLING INTANGIBLES DIDC.435 $117,000 | DicC.220 $32,000 $149,000
CONSTRUCTION FOR WELL EQUIPMENT P N, ™ Y DWEA. 110 $1,000 $1,000
CONSTRUCTION FOR LEASE EQUIPMENT R NN $39,000 $39,000
CONSTRUCTION FOR SALES P/L Q\\\Q oSS SO N picc.gss

R

TANGIBLE - WELL EQUIPMENT

CASING’ SIZE FEET $/FOCT

DRIVE PIPE 20" 40 100.00  |owes.150 4,000 S AN $4,000

CONDUCTOR PIPE DWEB.130 Y

WATER STRING ‘ DWEB. 135 S e e S

SURFACE CASING 13-3/8" 250 42.00 _ {DWEB 140 11,000 S et e | $11,000

INTERMEDIATE CASING 8-5/8" 4,500 23.40  |DwER.145 105,000 % S % kNN NN $105,000

DRILLING LINER 7" ' OWEB. 145 A

DRILLING LINER DWEB, 145 R

PRODUCTION CASING OR LINER 51/2 | . 9,800 1590 [ \\\\\‘* DWEA. 100 156,000 $156,000

PRODUCTION TIE-BACK s o N N N | DwEA 100

TUBING 27/8" 12,000 650 AR A SN S W owea 1os 78,000 $78,000

N/C WELL EQUIPMENT O S S M DWER 115 $9,000 $9,000

WELLHEAD, TREE, CHOKES DWEB.115 12,000[DwEA 120 $28,000 $40,000

LINER HANGER, ISOLATION PACKER DWEB. 100) DWEA 125

PACKER, NIPPLES \\\\\\\\\3 DWEA 130 $110,000 $110,000

PUMPING: UNIT, ENGINE L s s S | DLEQ 100 $78,000 $78,000

LIFT EQUIPMENT (BHP, Rods, Anchors) Q\\EQ\‘\\\‘Q DLEQ.105 $15,000 $15,000

TANGIBLE - LEASE EQUIPMENT

N/C LEASE EQUIPMENT R J oLEQ.115 $44,000 $44,000

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

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

FLOW LINES (Line Pipe from welihead to central facility) R JoLEQ. 130 $1,000 $1,000

OFFSHORE PRODUCTION STRUCTURE FOR FACILITIES {\\\‘Q DWEA 135 '
DWEA.140

PIPELINES TO SALES

T

ESRUIRIE R




SHAW INTERESTS, INC.

OIL & GAS PROPERTIES .
P.O. BOX 9612 MIDLAND, TX 79708 (432) 685-1404

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/2ZNW/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. Should you have any questions, please do
not hesitate to call. ’

Sincerely,

'SHAW INTERESTS

. Postage [$ . \07:)

Certified Fee

Tim Lilley

Postmark
Here

Return Receipt Fee
(Endorsement Required)

Restricted Delivery Fee
(Endorsement Required)

Total Postage & Fees

Sent To

700% 0320 0004 1883 9895



OIL & GAS LEASE

THIS AGREEMENT made this 11" 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
W72 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 thdt 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. ThlS is a paid-up lease and Lessee shall not be obligatcd 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 obhgatlon
1o 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 nio 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 todraw 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 shail
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 0il 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 royaity 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 instrﬁt_nent was acknowledged before me on the day of l : , 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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SHAW INTERESTS, INC.

DIL & GAS PROPERTIES
P.0O. BOX 9612 MIDLAND, TX 79708 (432) 685-1404

April 17,2007

James Wicker
2755 Fourth Street
Wyandotte, MI 48192

Re: Pyramid #1 :
W12 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:

e Surface Hole Location: 2210° FSL & 430’ FWL
o 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:
o $100/Acre, 1/5 Royalty, 3 years

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

e éfﬁ(v 26 LC)

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

Sincerely,
0
SHAW INTERESTS 2
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AUTHORIZATION FOR EXPENDITURE

COMPANY ENTITY DATE PREPARED
Cimarex Energy Co. March 8, 2007
" REGION WELL NAME WELL NO PROSPECT OR FIELD NAME PROPERTY NUMBER DRILLING AFE NO.
Permian Pyramid 1 Star-Denton
LocaTion  SHL 2210’ FSL & 430' FWL . COUNTY STATE TYPE WELL
BHL 330° FSL & 430° FWL oiL X et X
Sec 31, T14S, R38E Lea New Mexico GAS PROD
ORIGINAL ESTIMATE X EST. START DATE EST. COMP, DATE FORMATION EST.TD
REVISED ESTIMATE : 9800 TVD
SUPPLEMENTAL ESTIMATE ] - 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
Well Equipment 132,000 474,000 606,000
Lease Equipment B 84,000 84,000
TOTAL TANGIBLE WELL COST 132,000 558,000 690,000
PLUG AND ABANDON COST . 60,000 _ (60,000)
TQTAL 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.

| 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.1.) 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.1.) deductible.

Cpmments 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 DRILLINF 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
COMPANY BY DATE

'

4/16/2007 11:51 AM



CWA RE PROJECT COST ESTIMATE
LEASE ;NAME: Pyramid WELL NO.: 1
: DRY HOLE AFTER CASING| COMPLETED

INTANGIBLES Codes. _ COST Codes POINT WELL COST
ROADS & LOCATION PREPARATION / RESTORATION DIDG.100 $100,000 | DICC.100 $8,000 $108,000
DAMAGES , DIDG.105 $4,000 | pIcC.105 $1,000 $5,000
MUD/FLUIDS DISPOSAL CHARGES DIDC.255 $20,000 | picc.235 $20,000 $40,000
DAY RATE 46 DH DAYS 5 ACP DAYS @ 17430 PERDAY | DIDC.115 $801,780 | DICC.120 $87,150 $883,930
MISC PREPARATION COST (mouse hole, rat hole, pads, pile clusters, misc.) DIDC.120 58,000 [t e e $8,000
BITS DIDC. 125 $100,000 | DIcC.125 $1,000 $101,000
FUEL $2.20 PER GALLON DIDGC.135 $111,000 | DICC.130 $11,000 $122,000
WATER / COMPLETION FLUIDS DIDC.140 $32,200 | picc.135 $25,000 $57,200
MUD & ADDITIVES DIDC.145 564,400 [ 5 o e $64,400
SURFACE RENTALS DIDC. 150 $69,000 | picc.140 $45,000 $114,000
DOWNHOLE RENTALS DIDC 155 $144,000 | DICC.145 $10,000 $154,000
FORMATION EVALUATION (DST, Coring including evaluation, G&G SERVICES) DIDC.160 ‘ RN N
MUD LOGGING 37DAYS @ $900 PER DAY DIDC.170 $47,000 \\\\Q\\\\\\\\\ $47,000
OPEN HOLE LOGGING ' DIDC. 180 $65,000 NN N Y $65,000
CEMENTING & FLOAT EQUIPMENT DIDG. 185 $50,000 DICC.155 $40,000 $90,000
TUBULAR INSPECTIONS DIDC.190 $5,000 | DICC. 160 $2,500 $7,500
CASING CREWS DIDC. 195 $12,000 [ picc.165 $15,000 $27,000
EXTRA LABOR, WELDING, ETC. DIDC 200 $27,600 | picc.170 $5,000 $32,600
LAND TRANSPORTATION (Trucking) DIDC.205 $32,200 | picc.a7s $7,000 $39,200
SUPERVISION DIDC.210 $51,000 | pIcc.180 $18,000 $69,000
TRAILER HOUSE/GAMP/CATERING DIDC.280 $17,000 | DIcC.255 $2,500 $19,500
OTHER MISC EXPENSES DIDC.220 $5,000 | pIcC.190 $5,000 $10,000
OVERHEAD DIDGC 225 $14,000 | DICC.195 $4,200 $18,200
REMEDIAL CEMENTING DIDG.231 DICC.215
MOB/DEMOB DIDC.240 $150,000 3 S BN S s Y $150,000
DIRECTIONAL DRILLING SERVICES 22 DAYS @ 9500 PER DAY | piDc.245 $209,000 [ S $209,000
DOCK, DISPATCHER, CRANE DIDC.250 DICC.230
MARINE & AIR TRANSPORTATION DIDC.275 DICC.250
SOLIDS GONTROL DIDC.260 $166,000 %% 5 5 %, S | $166,000
WELL CONTROL EQUIP (Snubbing services) DIDC.265 $28,000 | picc 240 $16,800 $44,800
FISHING & SIDETRACK OPERATIONS DIDC.270 DIcC.245
COMPLETION RIG 14 DAYS @ 4400 PER DAY 5 N RO N ] DICC. 115 $61,600 $61,600

COIL TUBING DAYS @ PER DAY P s o ] DICC.260
GOMPLETION LOGGING, PERFORATING, WL UNITS, WL SURVEYS LSS Os S S S ST pice 200 $35,000 $35,000
STIMULATION o ke N %] DICC.210 $220,000 $220,000
LEGAL/REGULATORY/CURATIVE DIDC.300 $10,000 | picc.280 $10,000
WELL CONTROL INSURANCE $0.35 PER FOOT DIDC.285 $3,000 PSSO RSO S Y $3,000
CONTINGENCY 5% OF DRILLING INTANGIBLES DIDC.435 $117,000 | picc.220 $32,000 $149,000
CONSTRUCTION FOR WELL EQUIPMENT P ™ S, | DWEA. 110 $1,000 $1,000
CONSTRUCTION FOR LEASE EQUIPMENT AN DLEQ .10 $39,000 $39,000
CONSTRUCTION FOR SALES PIL b NN Dicc.265

| COSTHRNER S

TANGIBLE - WELL EQUIPMENT

CASING ' SIZE FEET $/FOOT
DRIVE PIPE 20" 40 100.00  |oweB.150 4,000 [N SRS A $4,000
CONDUCTOR PIPE DWEB.130 AR ‘
WATER STRING DWEB.135 b B s S
SURFACE CASING 13-3/8" 250 4200 |pweB.140 11,000 0% S 5 | $11,000
INTERMEDIATE CASING 8-5/8" 4,500 2340 |owEB.145 105,000 5 5N TR N N A A Y $105,000
DRILLING!LINER 7" " |owes.145 AN AN
DRILLING'LINER DWEB.145 AR R
PRODUCTION CASING OR LINER 51/2" 9,800 15.90 [ Sl | DWEA, 100 156,000| : $156,000
PRODUCTION TIE-BACK o NS N pwea oo '
TUBING ' 27/8" 12,000 650 o b s NSNS W owEa 105 78,000 $78,000
N/C WELL EQUIPMENT o N S, Y DWEA. 115, $9,000 $9,000
WELLHEAD, TREE, CHOKES DWEB. 115 12,000|DWEA.120 $28,000 $40,000
LINER HANGER, ISOLATION PACKER DWEB. 100 DWEA 125
PACKER, NIPPLES o NN N ™, Y| DWEA. 130 $110,000 $110,000
PUMPING UNIT, ENGINE s s S S T pLEq 100 $78,000 $78,000
LIFT EQUIPMENT (BHP, Rods, Anchors) o b s s S S DLEQ 105 $15,000 $15,000
TANGIBLE - LEASE EQUIPMENT
N/C LEASE EQUIPMENT o S s s s | DLEQ .15 $44,000 $44,000
TANKS, TANKS STEPS, STAIRS N R S SO ] DLEQ 120 $21,000 $21,000
BATTERY:(Heater Treater, Separator, Gas Treating Equtpment) PN NN N N Y DLEQL125 $18,000 $18,000
FLOW LINES (Line Pipe from wellhead to central facility) NSO S % Y DLEQ.130 $1,000 $1,000
OFFSHORE PRODUGCTION STRUGTURE FOR FACILITIES s T s DWEA. 135 ’
PIPELINES TO SALES N e N | DWEA 140)

DIDC.295 - 60,000} picC.275 (60,000)




SHAW INTERESTS, INC.

OIL & GAS PROPERTIES
P.O. BOX 9612 : MIDLAND, TX 79708 {(432) 685-1404

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 (30) days.

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

jj;[TAptNgA/wu o Wieje &

or PO Box No.

Sincerely, ,

SHAW INTERESTS
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: OIL & GASLEASE

THIS AGREEMENT made this 11" 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 acknowlcdged 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 followmg descnbed 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, S2NW/4, N/2SW/4, SW/ANE/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:(:f) 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 1o 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
hote 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 barmn 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 ownesship 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 agamst 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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SHAW INTERESTS, INLC.

OlIL & GAS PROPERTIES

MIDLAND, TX 79708 (432) 685-1404

P.O. BOX 9612

April 17,2007

Ms. Henrietta B. Schenck
Rt. 1, 339 Halama St.
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:

o Surface Hole Location: 2210’ FSL & 430° FWL
e Bottom Hole Location: 330’ FSL & 430° FWL

Enclosed is a detailed AFE reflecting estimated well costs.

If you wish to pérticipate 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:
o $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
Postage
Certified Fee
Return Fioce Postmark
(Endo_rze%nentelgsg)l}i;ed‘? Flere

Maner B Shaw Restricted Delivery Fee
(Endorsement Required)

?00% 0320 ooow 1843 k97

DS Eorm: 3800 Aritary:




AUTHORIZATION FOR EXPENDITURE

COMPANY ENTITY DATE PREPARED
Cimarex Energy Co. . - March 8, 2007
| REGION WELL NAME WELL NO PROSPECT OR FIELD NAME PROPERTY NUMBER DRILLING AFE NO.
Permian Pyramid 1 'Star-Denton
LocATIoN  SHL 2210’ FSL & 430° FWL " COUNTY STATE TYPE WELL
BHL 330’ FSL & 430’ FWL ol X e X
Sec 31, T14S, R38E Lea New Mexico GAS PROD
ORIGINAL ESTIMATE X EST. START DATE * EST.COMP. DATE FORMATION EST. TD
REVISED ESTIMATE 9800 TVD
SUPPLEMENTAL ESTIMATE 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
T 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

AlI tubulars, well or lease equipment is priced by COPAS and CEPS guidelines using the Historic Prlce 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
in;surance 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.

| elect to purchase my own well control insuran‘ce policy.
VV:ell 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.1.) 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 Operanons
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.: 1
.1 , DRY HOLE AFTER CASING| COMPLETED

INTANGIBLES . ’ Codes COST Codes POINT WELL COST
ROADS & LOCATION PREPARATION / RESTORATION DIDC.100 $100,000 | DICC.100 $8,000 $108,000
DAMAGES DIDC.105] © $4,000 ] DIcC.105 1,000 $5,000
MUD/FLUIDS DISPOSAL CHARGES DIDC 255 $20,000 | Dicc 235 $20,000 $40,000
DAY RATE 46 DH DAYS 5 ACP DAYS @ 17430 PERDAY | DiDC115 $801,780 | DICC.120 $87,150 $888,930
MISC PREPARATION COST (mouse hole, rat hole, pads, pile clusters, misc.) DIDC.120 $8,000 % NN N N N $8,000
BITS DIDC.125 $100,000 | DICC.125 $1,000 $101,000
FUEL ° $2.20 PER GALLON DIDC.135 $111,000 | DICC.130 $11,000 $122,000
WATER / COMPLETION FLUIDS DIDG. 140 $32,200 | picc.135 . $25,000 $57,200
MUD & ADDITIVES . DIDC.145 564,400 b s S $64,400
SURFACE RENTALS ' ' DIDG. 150 $69,000 | picc.140 $45,000 $114,000
DOWNHOLE RENTALS pinc.155]  $144,000 | Dicc.145 $10,000 $154,000
FORMATION EVALUATION (DST, Coring including evaluation, G&G SERVICZS) DIDC. 160 RN R
MUD LOGGING 37DAYS @ $900 PER DAY pIDC.170 547,000 IS S P Y $47,000
OPEN HOLE LOGGING ' v - DIDC.180 $65,000 1%\ SN s s ) $65,000
CEMENTING & FLOAT EQUIPMENT DIDC.185 $50,000 | DICC. 155 $40,000 $90,000
TUBULAR INSPECTIONS DIDC.190 $5,000 | Dicc.160 $2,500 $7,500
CASING CREWS DIDC.195 $12,000 | picc.185 $15,000 $27,000
EXTRA LABOR, WELDING, ETC. pIDC200| - $27,600 | picc.a70 $5,000 $32,600
LAND TRANSPORTATION (Trucking) DIDC.205 $32,200 | picc.175 $7,000 $39,200
SUPERVISION - _ . DIDC.210 $51,000 | picc.180 $18,000 $69,000
TRAILER HOUSE/CAMP/CATERING _ DIDG.280 $17,000 | DICC.255 $2,500 $19,500
OTHER MISC EXPENSES DIDC.220 $5,000 | piIcC.190 $5,000 $10,000
OVERHEAD DIDC 225 $14,000 | picc. 15 $4,200 $18,200
REMEDIAL CEMENTING DIDC 231 DICG.215
MOB/DEMOB DIDC.240 $150,000 Py S % ST S N $150,000
DIRECTIONAL DRILLING SERVICES 22 DAYS @ 9500 PER DAY | DIDC.245 $209,000 [ S N S $209,000
DOCK, DISPATCHER, CRANE DIDC.250 DICC.230 '
MARINE & AIR TRANSPORTATION DIDC 275 DICC.250
SOLIDS CONTROL - ' DIDC.260 $166,000 150 o S | $166,000
WELL CONTROL EQUIP {Snubbing services) DIDC.265 $28,000 | picC.240 $16,800 $44,800
FISHING & SIDETRACK OPERATIONS DIDC.270 DICC.245
COMPLETION RIG 14 DAYS @ 4400 PER DAY - o RO S s DICC. 115 $61,600 $61,600

COIL TUBING DAYS @ PER DAY NN P S SO Dice.260
COMPLETION LOGGING, PERFORATING, WL UNITS, WL SURVEYS PSSRSO N T picc.200 $35,000 $35,000|
STIMULATION o S o DIce 210 $220,000 | - $220,000
LEGAL/REGULATORY/CURATIVE - DIDC 300 $10,000 [ picc.280 . $10,000
WELL CONTROL INSURANCE $0.35 PER FOOT DIDC.285 $3,000 Py T N S Y $3,000
CONTINGENGY 5% OF DRILLING INTANGIBLES DIDC 435 $117,000 | picc.220 $32,000 '$149,000
CONSTRUCTION FOR WELL EQUIPMENT B P SN N ™ e Y DWEA 10 $1,000 $1,000
GONSTRUCTION FOR LEASE EQUIPMENT . R AN T $39,000 $39,000
GCONSTRUCTION FOR SALES PIL B ke, ] DICC.265

e i e

TANGIBLE - WELL EQUIPMENT

CASING' SIZE FEET $/FOOT ,

DRIVE PIPE 20" 40 100.00 _|owEB.150 4,000 (N SRR R AR $4,000

CONDUCTOR PIPE DWEB. 130 o L

WATER STRING DWEB.135 b S T, Y

SURFACE CASING ' 13-3/8" 250 42.00 |oweB. 140 11,0005 SNSRI 51,000

INTERMEDIATE CASING 8-5/8" 4,500 2340 |owEs.145 105,000, % 5 50w $105,000

DRILLINGLINER 7" DWEB. 145 o N N Y

DRILLING LINER ' DWEB. 145, Yy

PRODUCTION CASING OR LINER 51/2" 9800 | 1590 NN ‘\\Q{\\‘*{‘ DWEA. 100 156,000 $156,000

PRODUGTION TIE-BACK . L SN S S Towea 100

TUBING | 27/8" 12,000 | 650 o b N, | DWEA, 105 78,000 $78,000

N/C WELL EQUIPMENT NN NS N Y DWEA 115 $9,000 $9,000

WELLHEAD, TREE, CHOKES ~ - |owes.1s 12,000{pwea120] . $28,000 $40,000

LINER HANGER, ISOLATION PACKER DWEB. 100, DWEA 125

PACKER, NIPPLES s S 3| DWEA. 130 $110,000 $110,000

PUMPING UNIT, ENGINE b L, S, S | DLEQ.100 $78,000 $78,000

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

TANGIBLE - LEASE EQUIPMENT

N/C LEASE EQUIPMENT [ s | DLEQL115 $44,000 " $44,000

TANKS, TANKS STEPS, STAIRS b R s N ] DLEQL120 $21,000 $21,000
|BATTERYi(Heater Treater, Separator, Gas Treating Equipment) \?\1\\ \\R\\\ DLEQ.125 $18,000 $18,000

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

OFFSHORE PRODUCTION STRUCTURE FOR FACILITIES OO Th S N DWEA 135 '

PIPELINES TO SALES ‘ P O N Y owena 140

jop | [ RSk I000 [T

SIBUESRdel e S R R R R S

P&A COSTS DIDC.285 " 60,000 picc.275 (60,000)

JE QST&&%%%%%% SRRl ,%%W%M«%W



SHAW INTERESTS, INC.

DOIL & GAS PROPERTIES
P.O. BOX 9612 MIDLAND, TX 79708 (432) 685-1404

April 5,2007

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

Re:  Oil & Gas Lease
W/2 of Section 31 ‘
Township 14 South, Range 38 East
Lots 3, 4, S)2N'W/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. . e

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

Total Postage & Fees 1»{ 66
T TawieMa 2. Sohen il

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

Sincerely,
i

SHAW INTERESTS
~—
J
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s
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Tim Lilley - possaz |5 \0D -
@ Certified Fee ? . H O bostmark
~ Return Receipt Fee P Here
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OIL & GAS LEASE ‘

THIS AGREEMENT made this 5* day of April 2007, between Henrietta B. Schenck, herein dealing in her sole and separate property, as Lessor '(wheﬂler 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 followmg 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 Sectlon 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 sxtuatcd 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 {o 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 pr1nc1pal 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 rcworking 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 prcvcntcd Lessee's duty shall bd 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 HAWAIl §
’ §
COUNTY OF §
This instrument was acknowledged before me on the day of , 2007, by Henrietta B. Schenck.

Notary Public, State of Hawai

My Commission Expires:
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SHAW INTERESTS, IND.

OlL & GAS PROPERTIES

MIDLAND, TX 79708 (432) 685-1404

P.O. BOX 9612

April 17,2007

John Mﬂlard Wicker
1496 23" 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:

o 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
Postage
Certified Fee
Return Receipt Fee Postmark
Maner B. Shaw (Endorsement Required) Here
. Restricted Delivery Fee

(Endorsement Required)
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AUTHORIZATION FOR EXPENDITURE

COMPANY ENTITY DATE PREPARED
Cimarex Energy Co. March 8, 2007
i REGION WELL NAME WELL NO PROSPECT OR FIELD NAME PROPERTY NUMBER DRILLING AFE NO.
Permian Pyramid 1 Star-Denton
LOCATION  SHL 2210’ FSL & 430' FWL COUNTY STATE TYPE WELL
BHL 330’ FSL & 430’ FWL olL X  EXPL X
Sec 31, T145, R38E / Lea New Mexico GAS PROD
ORIGINAL ESTIMATE X EST. START DATE EST. COMP. DATE FORMATION EST.TD
REVISED ESTIMATE 9800 TVD
SUPPLEMENTAL ESTIMATE - : 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
f 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 .
ir{surance 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 prowded herein, will result in your being covered by
|nsurance procured by Operator.

| 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.1.) 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.1.) deductible.

Cpmments 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
workmg interest owner agrees to pay its proportionate share of actual legal, curative, regulatory and well costs under term of the joint
opera’nng agreement, regulatory order or other applicable agreement covering this well.

H#VALUE]

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
COMPANY BY DATE

4/16/2007 11:51 AM



PROJECT COST ESTIMATE

1
LEASE NAME: Pyramid WELL NO.: 1
: DRY HOLE AFTER CASING| COMPLETED

INTANGIBLES Codes COST Codes POINT WELL COST
ROADS & LOCATION PREPARATION / RESTORATION DIDC.100 $100,000 | picc.100 $8,000 $108,000
DAMAGES DIDC.105 $4,000 | DICC.105 $1,000 $5,000
MUD/FLUIDS DISPOSAL CHARGES DIDC.255 $20,000 | DICC.235 $20,000 $40,000
DAY RATE 46 DH DAYS 5 ACP DAYS @ 17430 PERDAY | DIDC.115 $801,780 | DIcC.120 $67,150 $888,930
MISC PREPARATION COST (mouse hole, rat hole, pads, pile clusters, misc.) DIDC.120 $8,000 PN NSO SO $8,000
BITS DIDC.125 $100,000 | Dicc.125 $1,000 $101,000
FUEL $2.20 PER GALLON DIDC.135 $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 1S AN $64,400
SURFACE RENTALS DIDC.150 $69,000 | DICC.140 $45,000 $114,000
DOWNHOLE RENTALS DIDC.155 $144,000 | DICC.145 $10,000 $154,000
FORMATION EVALUATION (DST, Coring including evaluation, G&G SERVICES) DIDC 160 o L
MUD LOGGING 37DAYS @ $900 PER DAY DIDC.170 $47,000 oS S5 R SO Y $47,000
OPEN HOLE LOGGING ’ DIDC. 180 565,000 [5% 5 5% 5NN | $65,000
CEMENTING & FLOAT EQUIPMENT DINC.185 $50,000 | DICC.155 540,000 $90,000
TUBULAR INSPECTIONS DIDC.190 $5,000 | DICC.160 $2,500 $7,500
CASING GREWS 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) DIDC 205 $32,200 | DICC.A75 $7,000 $39,200
SUPERVISION DIDC.210 $51,000 | picc.180 $18,000 $69,000
TRAILER HOUSE/CAMP/CATERING DIDC.280 $17,000 [ Dicc.255 $2,500 $19,500
OTHER MISC EXPENSES DIDC 220 $5,000 | Dicc.190 $5,000 $10,000
OVERHEAD DIDC.225 $14,000 [ picc.195 $4,200 $18,200
REMEDIAL CEMENTING DIDC.231 DICC.215 .
MOB/DEMOB DIDC.240 $150,000 BN T e S e Y $150,000
DIRECTIONAL DRILLING SERVICES 22 DAYS @ 9500 PERDAY | DIDC245 | 209,000 [Sou e m i s S N, $209,000
DOCK, DISPATCHER, CRANE DIDC.250 DICC.230
MARINE & AIR TRANSPORTATION . DIDC.275 DICC.250
SOLIDS CONTROL DIDC.260 $166,000 [ 5 5 M | $166,000
WELL CONTROL EQUIP (Snubbing services) DIDC.265 $28,000 | DICC.240 $16,800 $44,800
FISHING & SIDETRACK OPERATIONS DIDC.270 DICC.245
COMPLETION RIG 14 DAYS @ 4400 PER DAY Lo oo picc.1s $61,600 $61,600

COIL TUBING DAYS @ PER DAY PN e e e DICC.260
COMPLETION LOGGING, PERFORATING, WL UNITS, WL SURVEYS oo A T piccano $35,000 $35,000
STIMULATION ﬁ\\: L S DICC.210 $220,000 $220,000
LEGAL/REGULATORY/CURATIVE DIDC.300 $10,000 | DICC.280 $10,000
WELL CONTROL INSURANCE $0.35 PER FOOT DIDC.285 $3,000 FoOSSNROS ROV $3,000
CONTINGENCY 5% OF DRILLING INTANGIBLES DIDC 435 $117,000 | DIGC 220 $32,000 $149,000
CONSTRUCTION FOR WELL EQUIPMENT e P S DWEA 110 $1,000 $1,000
CONSTRUCTION FOR LEASE EQUIPMENT NSRS S S ToLeq. 110 $39,000 $39,000
CONSTRUCTION FOR SALES P/L Q\\\:Q\\\\\\ DICC.265

TANGIBLE - WELL EQUIPMENT

CASING' SIZE FEET $/FOOT -
DRIVE PIFE 20" 40 100.00 | DWES. 150 4,000 %o PR R A AR $4,000
CONDUCTOR PIPE DWEB.130 L L

WATER STRING DWEB.135 N A

SURFACE CASING 13-3/8" 250 42.00  |pwEB.140 11,000 1% 5 SN N, N $11,000
INTERMEDIATE CASING 8-5/8" 4,500 2340 |pwEB.145 105,000 h N S e N $105,000
DRILLING'LINER 7" DWEB. 145 AR
DRILLING'LINER DWEB 145 R N

PRODUCTION CASING OR LINER 51/2" 9,800 15.90 %NS, 5 5 | DWEA. 100 156,000 $156,000
PRODUCTION TIE-BACK NN s S owen 100

TUBING 27/8" 12,000 6.50 Aok, 5o, DWEA 105 78,000 $78,000
N/C WELL EQUIPMENT PN S N | DWEAL 115 $9,000 $9,000
WELLHEAD, TREE, CHOKES DWEB. 115 12,000{DWEA. 120 $28,000 $40,000
LINER HANGER, ISOLATION PACKER DWEB.100 DWEA 125

PACKER, NIPPLES P O N Y DWEA. 130 $110,000 $110,000
PUMPING UNIT, ENGINE N NN T $78,000 $78,000
LIFT EQUIPMENT (BHP, Rods, Anchors) Q\\\QQ\\\\\\ DLEQ.105 $15,000 $15,000
TANGIBLE - LEASE EQUIPMENT '

N/C LEASE EQUIPMENT LSS AN TDLEq 115 $44,000 $44,000
TANKS, TANKS STEPS, STAIRS AR AN WM pLea 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) SOOI  oLEarao $1,000 $1,000
OFFSHORE PRODUCTION STRUGTURE FOR FACILITIES b S s s T DWEA 135 :
PIPELINES TO SALES Mo SO M owEA. 140

P&A GOSTS DIDC 205 60,000] picc.a75 (60,000




SHAW INTERESTS, INC.
OlIL & GAS PROPERTIES

MIDLAND, TX 79708 (432) 685-1404

P.O. 80X 9612

~ April 11, 2007

John Millard Wicker
1496 23" Street
Wyandotte, MI 48192

Re: Oil & Gas Lease
W/2 of Section 31
Township 14 South, Range 38 East
Lots 3, 4, S2NW/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 Notafy 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
Certified Fee
Return Receipt Fee Po:::frk

(Endorsement Required)

Restricted Delivery Fee
(Endorsement Required)

Strgel, Apt. o T kA
or PO Box No.

S A Tar

7001 0320 000% 1883 9a33



OIL & GAS LEASE

THIS AGREEMENT made this 11" day of April 2007, between John Miliard Wicker, herein dealing in his sole and separate property, as Lessor (whether one
or more), whose address is 1496 23" 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 followmg 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, S2NW/4, N/2SW/4, SW/ANE/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 provnslons 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 il or gas is produced from said land or from land with which sald 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 vatue 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 31tuated 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 pr1nc1pal 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 royaity 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 producmg 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 instmmeﬁt 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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SHAW INTERESTS, INC.

OIL & GAS PROPERTIES
P.O. BOX 9612 MIDLAND, TX 79708 (432) 685-1404

April 17,2007

Mary S. AWilliam
11 West 42™ Street
~New York, NY 10095

Re: Pyramid #1
W7/2 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:

e Surface Hole Location: 2210’ FSL & 430° FWL
e 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 optlon to lease your minerals at the terms prev1ously 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
Postage | $ [%
Certified Fee (:9 /\1 O Postmark
R . R Receipt Fi . 5 Here
Maner B ShaW (Endorztel.‘r:\lnteggguireed% \ %6 ' .

Restricted Delivery Fee
(Endorsement Required)

Total Postage & Fees $ j—( (_0[“‘

Sent To

0320 0004 Lea3 9727

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

City, State, ZIP+4

7001



C'IMARE (

AUTHORIZATION FOR EXPENDITURE

COMPANY ENTITY DATE PREPARED
Cimarex Energy Co. March 8, 2007

| REGION © WELL NAME WELL NO PROSPECT OR FIELD NAME PROPERTY NUMBER DRILLING AFE NO.

Permian Pyramid 1 Star-Denton
LocaTion  SHL 2210" FSL & 430’ FWL COUNTY STATE _ TYPE WELL
BHL 330’ FSL & 430' FWL : oiL X ExpL X
Sec 31, T148S, R3I8E Lea New Mexico GAS PROD
ORIGINAL ESTIMATE X EST. START DATE EST. COMP. DATE FORMATION EST.TD
REVISED ESTIMATE 9800 TVD
SUPPLEMENTAL ESTIMATE 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 iease equipment is priced by COPAS and CEPS guldehnes using the Historic Price Multlpller

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 bemg covered by
|nsurance procured by Operator.

| elect to purchase my own well controf insurance policy.

. Well control insurance procured by Operator, provides, among other terms, for $20,000,000 (100% W.I.) of Combined Single Limit

céverage for well control and related redrilling and clean-up/pollution expense covering drilling (through completion) with a
$1,000,000 (100% W.1.) 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
w¢rking 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 Englneer
Permlan 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

PROJECT COST ESTIMATE

LEASE NAME: Pyramid WELL NO.: 1
! DRY HOLE AFTER CASING| COMPLETED
INTANGIBLES Codes COST Codes POINT WELL COST
ROADS & LOCATION PREPARATION / RESTORATION DIDC.100 $100,000 | picc.100 $8,000 $108,000
DAMAGES DIDC.105 $4,000 | bicc.105 $1,000 $5,000
MUD/FLUIDS DISPOSAL CHARGES _ DIDC.255 $20,000 | picc.235 $20,000 $40,000
DAY RATE 46 _DH DAYS 5 ACP DAYS @ 17430 PER DAY | DIDC.115 $801,780 | DICC.120 $87,150 $888,930
MISC PREPARATION COST (mouse hole, rat hole, pads, pile clusters, misc.) DIDG.120 $8,000 [N e ] $8,000
BITS DIDC.125 $100,000 | DICC.125 $1,000 $101,000
FUEL $2.20 PER GALLON DIDC.135 $111,000 | picc.130 $11,000 $122,000
WATER / COMPLETION FLUIDS DIDC.140 $32,200 | DICC.135 $25,000 $57,200
MUD & ADDITIVES DIDC. 145 $64,400 [N N $64,400
SURFACE RENTALS DIDC.150 $69,000 | picc.140 $45,000 $114,000
DOWNHOLE RENTALS DIDC. 155 $144,000 | DicC 145 $10,000 $154,000
FORMATION EVALUATION (DST, Coring including evaluation, G&G SERVICES) DIDC. 160 NN
MUD LOGGING 37 DAYS @ $900 PER DAY DIDC.170 $47,000 Moo R NN NY $47,000
OPEN HOLE LOGGING ' DIDC.180 $65,000 M NN OO N $65,000
CEMENTING & FLOAT EQUIPMENT DIDC. 185 $50,000 | DICC.155 $40,000 $90,000
TUBULAR INSPECTIONS DIDC.190 $5.000 | oicc 160 $2,500 $7.500
CASING CREWS DIDC.195 $12,000 | DICC.165 $15,000 $27,000
EXTRA LABOR, WELDING, ETC. DIDC.200 $27,600 | picc.170 $5,000 $32,600
LAND TRANSPORTATION (Trucking) DIDC.205 $32,200 | picc.175 $7,000 $39,200
SUPERVISION DIDC.210 $51,000 | DICC.180 $18,000 $69,000
TRAILER HOUSE/GAMP/CATERING DINC.280 $17,000 | DICC 255 $2,500 $19,500
OTHER MISC EXPENSES DIDC.220 $5,000 | DICC.190 $5,000 $10,000
OVERHEAD DIDC.225 $14,000 | DICC.195 $4,200 $18,200
REMEDIAL CEMENTING DIDC.231 DICC.215
MOB/DEMOB DIDC.240 $150,000 NS N A S N N S Y $150,000
DIRECTIONAL DRILLING SERVICES 22 DAYS @ 9500 PER DAY | DiDC.245 $209,000 [N SRR O N N N $209,000
DOCK, DISPATCHER, CRANE DIDC.250 DICC.230
MARINE & AIR TRANSPORTATION DIDC.275 DICC.250
SOLIDS CONTROL DIDC.260 $166,000 [ NN v $166,000
WELL CONTROL EQUIP (Snubbing services) DIDC.265 $28,000 | DICC.240 $16,800 $44,800
FISHING & SIDETRACK OPERATIONS DIDC.270 DICC.245
COMPLETION RIG 14 DAYS @ 4400 PER DAY N R W pice 115 $61,600 $61,600
COIL TUBING . DAYS @ PER DAY P ] Dice 260
" |[COMPLETION LOGGING, PERFORATING, WL UNITS, WL SURVEYS N s S S S ST Dice 200 $35,000 $35,000
STIMULATION” B kN NS s ] DICC.210 $220,000 $220,000
LEGAL/REGULATORY/CURATIVE DIDC.300 $10,000 | DICC.280 $10,000
WELL CONTROL INSURANGE $0.35 PER FOOT DIDC. 285 $3.000 PSSO SN $3,000
CONTINGENGY 5% OF DRILLING INTANGIBLES DIDC.435 $117,000 | bIcc.220 $32,000 $149,000
CONSTRUCTION FOR WELL EQUIPMENT P [ Y| DWEA. 110 $1,000 $1,000
CONSTRUGCTION FOR LEASE EQUIPMENT IO SN T bLea 110 $39,000 $39,000
CONSTRUCTION FOR SALES P/IL Q\\\:* LSO s s pice.265
i -AWEI N AN G B T O ST e e e 0 6 3 B0 [l 50 [ 351830
TANGIBLE - WELL EQUIPMENT
CASING ' - SIZE FEET $/FOOT
DRIVE PIPE 20" 40 100.00 _ [oweB.150 4,000[NNNON RN N RN $4,000
CONDUCTOR PIPE DWEB.130 LN S NN N
WATER STRING DWEB. 135 N ARy
SURFACE CASING 13-3/8" 250 42.00  |owes.140 11,000 (5O NN RO S S $11,000
INTERMEDIATE CASING 8-5/8" 4,500 23.40  |DwWEB.145 105,000 Lo M N NN N $105,000
DRILLING LINER 7 DWEB.145 P B e
DRILLING LINER DWEB.145 SO NN
PRODUCTION CASING OR LINER 51/2" 9,800 15.90 [N S SO SN | DWEA. 100 156,000 $156,000
PRODUCTION TIE-BAGK SOOI S S JowEea 100
TUBING 27/8" 12,000 650 Aok Ny DWEA 105 78,000 $78,000
N/C WELL EQUIPMENT : AU S owea s $9,000 $9,000
WELLHEAD, TREE, CHOKES DWEB.115 12,000] DWEA. 120, $28,000 $40,000
LINER HANGER, ISOLATION PACKER DWEB. 100 DWEA 125
PACKER, NIPPLES P o P s o N DwEA 130 $110,000 $110,000
PUMPING UNIT, ENGINE . L 5 % N | DLEQL100 $78,000 $78,000
LIFT EQUIPMENT (BHP, Rods, Anchors) b ARSI A M oLEq 108 $15,000 $15,000
TANGIBLE - LEASE EQUIPMENT
N/C LEASE EQUIPMENT SO LA S A [ DLEQ11S $44,000 $44,000
TANKS, TANKS STEPS, STAIRS b N N DLEQU120 $21,000 $21,000
BATTERY:(Heater Treater, Separator, Gas Treating Equipment) PN N S N Y DLEQU 125 $18,000 $18,000
FLOW LINES (Line Pipe from wellhead to central facility) OO S S ST peea 130 $1,000 $1,000
OFFSHORE PRODUCTION STRUCTURE FOR FACILITIES SN b NN v W DWEA 138 '
PIPELINES TO SALES NN O SN DWEA 140
STANGIBHESHRE R &2: SRR RO e e e
P&A COSTS DIDC.295 60,000] picc.275 (60,000)

aTOIEAfL?c T e

SR




SHAW INTERESTS, INC.

DIL & GAS PROPERTIES
P.O. BOX 9612 MIDLAND, TX 79708 (432) 685-1404

April 11,2007

Mary S. William
11 West 42™ 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 -
Postage $ . w%
Certified Fee /Z 1__[ O Posunark
. . . Here
Tim Lilley a5 »

Restricted Delivery Fee-
(Endorsement Reguired)

Total Postage&FeesA' $ J‘{ Cg(é
Sent To CU\Q%\)\} &,Q&,\CUWL)

0320 0004 LAa% 0037

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

7001




' ‘OIL & GAS LEASE

THIS AGREEMENT made this 11 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 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 50 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 samé 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' approprlate 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 drlllmg or for reworking within 60 days thereafter. If any drilling, additional drilling, or reworking operatlons 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 notwnthstandmg

i



10. Lessor hereby warrants and agrees to defend the tltle 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 appty royaltlcs 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 bmdmg
upon the party or parties executing the same.

11. Lessee, its or his successors, heirs and assigns, shall have the nght 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 thereafier the shut-in royalty payable hereunder shall be
reduced in the proportion that the acreage covered hereby is reduced by said release or releases.

Executed the day and year first above written.

Mary S. William

ACKNOWLEDGMENT
STATE OF NEW YORK § ;
§
COUNTY OF §
This instrument was ac@dwledged before me on the day of ] , 2007, by Mary S. William.

Notary Public, State of New York

My Commission Expires:
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. ' SHAW INTERESTS, INC.

QIL & GAS PROPERTIES
P.0O0. BOX 9612 MIDLAND, TX 79708

(432) 685-1404

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.

’%
Sincerely,

SHAW INTERESTS

Postage

Certified Fee Postmark

Here

Maner B. Shaw

Return Receipt Fee
(Endorsemer\t Required)

Restricted Delivery Fee
(Endorsemer\t Required)

sg01 0320 000k 1883 9787



AUTHORIZATION FOR EXPENDITURE

COMPANY ENTITY DATE PREPARED
Cimarex Energy Co. March 8, 2007

i REGION WELL NAME WELL NO PROSPECT OR FIELD NAME PROPERTY NUMBER DRILLING AFE NO.

Permian Pyramid 1 Star-Denton
LocaTioN  SHL 2210’ FSL & 430’ FWL COUNTY STATE TYPE WELL
BHL 330" FSL & 430’ FWL ) oL X ExpL X
Sec 31, T14S, R38E Lea : New Mexico GAS PROD
ORIGINAL ESTIMATE X EST. START DATE EST. COMP, DATE FORMATION EST. TD
REVISED ESTWATE : 9800 TVD
SUPPLEMENTAL ESTIMATE 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)
TQTAL 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 retumned, 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.

| 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.1.) 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.1.) deductible.

Cpmmehts 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
DRILLING AND COMPLETION MANAGER

PREPARED BY REGIONAL MANAGER

Roger Alexander, Regional Manager
Permian Basin

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

Mark Audas, Sr. Driling/Completion Enginéer
Permian Basin .

JOINT INTEREST APPROVAL
COMPANY BY DATE

4/16/2007 11:51 AM



PROJECT COST ESTIMATE.

LEASE NAME: Pyramid WELL NO.: 1
; DRY HOLE AFTER CASING| COMPLETED

INTANGIBLES Codes cosT Codes POINT WELL COST
ROADS & LOCATION PREPARATION / RESTORATION DIDC.100 $100,000 | picc.100 $8,000 $108,000
DAMAGES DIDC.105 $4,000 | picc.10s $1,000 $5.,000
MUD/FLUIDS DISPOSAL CHARGES DIDC.255 $20,000 | picc.235 $20,000 $40,000
DAY RATE 46 DH DAYS 5 ACP DAYS @ 17430 PERDAY | DIDC.115 $801,780 | picc.120 $87,150 $868,930
MISC PREPARATION COST (mouse hole, rat hole, pads, pile clusters, misc.) | DIDC, 120 58,000 N e $8,000
BITS DIDC.125 $100,000 | picc.125 $1,000 $101,000
FUEL $2.20 PER GALLON DIDG.135 $111,000 | picc.130 $11,000 $122,000
WATER / COMPLETION FLUIDS DIDC.140 $32,200 | picC 135 $25,000 $57,200
MUD & ADDITIVES DIDC. 145 $64,400 ho N $64,400
SURFACE RENTALS DIDC.150 $69,000 | picc 140 $45,000 $114,000
DOWNHOLE RENTALS DIDC.155 $144,000 | Dicc.145 $10,000 $154,000
FORMATION EVALUATION (DST, Coring including evaluation, G&G SERVICES) DIDC.160 RN,
MUD LOGGING 37DAYS @ $900 PER DAY 0IDC.170 $47.000 IS S N S Y $47,000
OPEN HOLE LOGGING ' DIDC.180 565,000 [Sn s s e ] $65,000
CEMENTING & FLOAT EQUIPMENT DIDC.185 $50,000 | DICC.155 $40,000 $90,000
TUBULAR INSPECTIONS DIDC.190 $5,000 | picc 160 $2,500 $7,500
CASING CREWS DIDC.195 $12,000 | picc.165 $15,000 $27,000
EXTRA LABOR, WELDING, ETC. DIDC.200 $27,600 | Dicc.470 $5,000 $32,600
LAND TRANSPORTATION (Trucking) DIDC.205 $32,200 | picc 175 $7,000 $39,200
SUPERVISION . DIDC.210 $51,000 | picc.180 $18,000 $69,000
TRAILER HOUSE/CAMP/CATERING ‘ DIDC.280 $17,000 | DIcC.255 $2,500 $19,500
OTHER MISC EXPENSES DIDC.220 $5,000 | icc.190 $5,000 $10,000
OVERHEAD DIDC.225 $14,000 | DicC.195 $4,200 $18,200
REMEDIAL CEMENTING : DIDC.231 DICC:215
MOB/DEMOB DIDC.240 $150,000 B S0, % o 5 s ) $150,000
DIREGTIONAL DRILLING SERVICES 22 DAYS @ 9500 PER DAY | DIDC.245 $209,000 [ N s s $209,000
DOCK, DISPATCHER, CRANE DIDC.250 DICC.230
MARINE & AIR TRANSPORTATION DIDC.275 DICC.250
SOLIDS CONTROL DIDC.260 $166,000 [% % ™, ™ 5 5 | $166,000
WELL CONTROL EQUIP (Snubbing services) DIDC 265 $28,000 | DIcC.240 $16,800 $44,800
FISHING & SIDETRACK OPERATIONS DIDC.270 | bicc.24s
COMPLETION RIG 14 DAYS @ 4400 PER DAY BN kN N o] DICC.115 $61,600 $61,600

COIL TUBING DAYS @ PER DAY NN ] DICC.260
COMPLETION LOGGING, PERFORATING, WL UNITS, WL SURVEYS LoD SO picca $35,000 $35,000
STIMULATION b RN S DICC.210 $220,000 $220,000
LEGAL/REGULATORY/CURATIVE 0IDC.300 $10,000 | Dicc.2680 $10,000
WELL CONTROL INSURANCE $0.35 PER FOOT DIDC. 285 $3,000 Fy NN N P e Y $3,000
CONTINGENCY 5% OF DRILLING INTANGIBLES oipc43s| - $117,000 [ picc.220 $32,000 $149,000
CONSTRUCTION FOR WELL EQUIPMENT i e ™ ™ ™, ™, | DWEA 110 $1,000 $1,000
CONSTRUCTION FOR LEASE EQUIPMENT PR s s oSS T oiea 11o]. $39,000 $39,000
CONSTRUCTION FOR SALES P/L Q\\‘Q LS o pice.2es

E‘QT'BLETCOSTZ?%‘% SRR R Tep e s a6 31 a0 R e O [HHEeS;

TANGIBLE - WELL EQUIPMENT
CASING' SIZE FEET $/FOOT
DRIVE PIPE 20" 40 100.00 _|owes.150 4,000 NSNS SR N Y $4,000
CONDUCTOR PIPE DWEB.130 N T T
WATER STRING DWEB. 135 N R
SURFACE CASING 13-3/8" 250 4200 |owes.140 11,000[% ™ P S SN SN $11,000
INTERMEDIATE CASING 8-5/8" 4,500 2340 |owes.145 T S AT $105,000
DRILLING'LINER 7" DWEB. 145 AR AN
DRILLING:LINER DWEB.145 RN
PRODUCTION CASING OR LINER 51/2" 9,800 15.90 [N 5 N S N S, | DWEA. 100 156,000 $156,000
PRODUCTION TIE-BACK. P s NS S S S TowEA 100
TUBING 27/8" 12,000 650 bSOk NN DwEn 105 78,000 $78.000
N/C WELL EQUIPMENT P I N | DWEA 115 $9.000 $9.000
WELLHEAD, TREE, CHOKES DWEB. 115 12,000| DWEA. 120) $28,000 $40,000
LINER HANGER, ISOLATION PACKER DWEB.100 DWEA 125
PACKER, NIPPLES s o S S S S SIDWEA 130 $110,000 $110,000
PUMPING UNIT, ENGINE o s s | DLEQL100 $78,000 $78,000
LIFT EQUIPMENT (BHP, Rods, Anchors) DSBS SN N DLEQL105 $15,000 $15,000
TANGIBLE - LEASE EQUIPMENT
N/C LEASE EQUIPMENT o N N Y | DLEQUT1S $44,000 $44,000
TANKS, TANKS STEPS, STAIRS O ke S s DLEQL120 $21,000 $21,000
BATTERY (Heater Treater, Separator, Gas Treating Equipment) - Py M Py ™ % % 5 | DLEQ.125 $18,000 $18,000
FLOW LINES (Line Pipe from wellhead to central facility) N \\\ \\\\\\: DLEQ.130 $1,000 $1,000
OFFSHORE PRODUCTION STRUCTURE FOR FACILITIES e R s ) DWEA 135 ‘
PIPELINES TO SALES P OO DWEA 140




SHAW INTERESTS, INC.
OIL & GAS PROPERTIES

P.O. BOX 9612 MIDLAND, TX 79708 ' (432) 685-1404

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, S2NW/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. Kemp:

According to our title res'earch, 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

. . Postage ,; ‘\Q%
Tim Lilley Certiied Fee | £_{(

Postmark

Return Receipt Fee )
(Endorsement Reguired) ‘\ . @/O Here

Restricted Delivery Fee
(Endorsement Required)

Total Postage & Fees $ q c(g% J

Sent To

7001 0320 0004 L88Y% 0174



OIL & GAS LEASE

THIS AGREEMENT made this 6" day of April, 2007, between Rose Berger, herein dealing in his sole and separate property, as Lessor
(whether one or more), Clo Henry Kemp, whose address is 480 Lexington, New York, NY 10167, and Shaw Iuterests, 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 reatized 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
thereafler 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 paymeni would be entitled to receive the royalties which would be paid under this lease if the weil were in fact producing. The payment or tender of toyalties 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 provmon is not intended to relieve Lessee of the obligation
to pay royalties on actual production pursuant to the provxsnons 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 cessatlon 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 thereafier 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 cither 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 royaltics 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 assxgnee 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 thc
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 Fhe
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 5aid 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 _ dayof ___ ' , 2007, by Rose Berger.

Notary Public, State of New York

My Commission Expires:
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SHAW INTERESTS, INC.

OIL & GAS PROPERTIES

MIDLAND, TX 79708 (432) 685-14049

P.O. BOX 9612

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:

o " 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:
o $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

Postage

Certified Fee
Return Receipt Fee il
(Endorsement Required) Fere

Maner B. Shaw

Restricted Delivery Fee
(Endorsement Required)

.Total Postage & Fees

s ON0Q. Sl g apes
or PO Box No.

7001 0320 000% 1883 971



CIMARE)

AUTHORIZATION FOR EXPENDITURE

COMPANY ENTITY DATE PREPARED
Cimarex Energy Co. March 8, 2007

i REGION WELL NAME WELL NO PROSPECT OR FIELD NAME PROPERTY NUMBER DRILLING AFE NO.

Permian Pyramid 1 Star-Denton
LocatTion  SHL 2210’ FSL & 430’ FWL COUNTY STATE TYPE WELL
BHL 330’ FSL & 430’ FWL ) ‘ oiL X  ExpL X
Sec 31, T14S, R38E Lea New Mexico GAS PROD
ORIGINAL ESTIMATE X EST. START DATE EST. COMP. DATE FORMATION EST. TD
REVISED ESTIMATE 9800 TVD
SUPPLEMENTAL ESTIMATE : 11600" MD
PROJECT DESCRIPTION:
Drill and complete a horizontal wolfcamp well.

DR HOLE AFTER COMPLETED
INTANGIBLES COST CASING POINT WELL COST

Ihtangible 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

f 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
in_sdrancev procured by Operator.

| 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/poliution expense covering drilling (through completion) with a
.$1,000,000 (100% W.1.) 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 ferm 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 Driling/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




R S NI
I/WA R . ‘ PROJECT COST ESTIMATE
IR S
!
LEASE NAME: Pyramid WELL NO.: 1
. DRY HOLE AFTER CASING] COMPLETED
INTANGIBLES Codes COST Codes POINT WELL COST
ROADS & LOCATION PREPARATION / RESTORATION DIDC.100 $100,000 | picc 100 $8,000 $108,000
DAMAGES DIDC.106 $4,000 | DIcC.105 $1,000 5,000
MUD/FLUIDS DISPOSAL CHARGES DIDC. 255 $20,000 | picc.235 $20,000 $40,000
DAY RATE 46 DH DAYS 5 ACP DAYS @ 17430 PER DAY | DIDC.115 $801,780 | DICC.120 $87,150 $886,930
MISC PREPARATION COST (mouse hole, rat hole, pads, pile clusters, misc.) DIDC. 120 $8,000 P s N o $8,000
BITS B DIDC.125 $100,000 | DIcC.125 $1,000 $101,000
FUEL $2.20 PER GALLON DIDC.135 $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 pA oSN RR RS $64,400
SURFACE RENTALS DIDC.150 $69,000 | DICC.140 $45,000 $114,000
DOWNHOLE RENTALS DIDC. 155 $144,000 | DICC.145 $10,000 $154,000
FORMATION EVALUATION (DST, Coring including evaluation, G&G SERVICES) DIDC. 160 L SO OO,
MUD LOGGING 37 DAYS @ $900 PER DAY DIDC.A70 $47,000 IS S N N N Y $47,000
OPEN HOLE LOGGING ' DIDC. 180 $65,000 [N WY $65,000
CEMENTING & FLOAT EQUIPMENT DIDC.185 $50,000 | DicC.155] . $40,000 $90,000
TUBULAR INSPECTIONS DIDC.190 $5,000 | DICC.160 $2,500 $7,500
CASING CREWS DIDC.195 $12,000 J DIcC.165 $15,000 $27,000
EXTRA LABOR, WELDING, ETC. DIDC.200 $27,600 | picc.170 $5,000 $32,600
LAND-TRANSPORTATION (Jrucking) DIDG 205 $32,200 | picc.175 $7,000 $39,200
SUPERVISION DIDC.210 $51,000 | picc.180 $18,000 $69,000
TRAILER HOUSE/CAMP/CATERING DIDC.280 $17,000 | picc 255 $2,500 $19,500
OTHER MISC EXPENSES DIDC.220 $5,000 | DICC.190 $5,000 $10,000
OVERHEAD DIDC.225 $14,000 | picc.19s $4,200 $18,200
REMEDIAL CEMENTING DIDC.231 DICC.215
MOB/DEMOB DIDC.240 $150,000 I, M N The e e e Y $150,000
DIRECTIONAL DRILLING SERVIGES 22 DAYS @ 9500 PER DAY | DIDG.245 e e $209,000
DOCK, DISPATCHER, CRANE DIDC.250 DICC.230 '
MARINE & AIR TRANSPORTATION DIDC.275 DICC.250
SOLIDS CONTROL DIDC.260 $166,000 PR NN NN $166,000
WELL CONTROL EQUIP (Snubbing services) DIDC.265 $28,000 | DICC.240 $16,800 $44,800
FISHING & SIDETRACK OPERATIONS DIDC.270 DICC.245 _
COMPLETION RIG 14 DAYS @ 4400 PER DAY B ke ] DICCA15 $61,600 $61,600
COIL TUBING DAYS @ PER DAY e A pIce.260 ’
COMPLETION LOGGING, PERFORATING, WL UNITS, WL SURVEYS OO SRS S pice 200 $35,000 $35,000
STIMULATION O RN N S DICC.210 $220,000 $220,000
LEGAL/REGULATORY/CURATIVE DIDC 300 $10,000 | DICC.280 $10,000
WELL CONTROL INSURANCE $0.35 PER FOOT DIDC.285 $3.000 PSSR SN Y $3,000
CONTINGENCY 5% OF DRILLING INTANGIBLES DIDC 435 $117,000 | bicc 220 $32,000 “$149,000
CONSTRUCTION FOR WELL EQUIPMENT DWEA.110 $1,000 $1,000
CONSTRUGTION FOR LEASE EQUIPMENT oJ DLEQ.110 $39,000 $39,000
CONSTRUCTION FOR SALES P/L DICC.265
e A N AN G B B O S T e e e 80| BEERIS
TANGIBLE - WELL EQUIPMENT
CASING! SIZE FEET $/FOOT
DRIVE PIPE 20" 40 100,00 |oWEB.150 4,000 (SOOI RSN NS $4,000
CONDUGTOR PIPE DWEB.130 N
WATER STRING DWEB. 135 b S s Y
SURFAGE CASING 13-3/8" 250 42.00  |DWEB.140 11,000 oSNNS R Y $11,000
INTERMEDIATE CASING 8-5/8" 4,500 23.40  [oweB.145 105,000k 55, S N A S $105,000
DRILLING LINER 7" DWEB.145 B S T e
DRILLING:LINER DWEB.145 Ny
PRODUCTION CASING OR LINER 51/2" 9,800 15.90 NSNS S0 N, DwEA. 100 156,000 $156,000
PRODUCTION TIE-BACK NSOV S S SN TowEa, 100
TUBING .~ 278" 12,000 650 bR S N DwEA 105 78,000 $78,000
N/C WELL EQUIPMENT NSNS N DWEA 115 $9,000 $9,000
WELLHEAD, TREE, GHOKES DWEB.115 12,000{owEA 120 $28,000 $40,000
LINER HANGER, ISOLATION PACKER DWEB.100 DWEA 125
PACKER, NIPPLES N Y DWEA. 130 $110,000 $110,000
PUMPING UNIT, ENGINE L L s N | DLEQU100 $78,000 $78,000
LIFT EQUIPMENT (BHP, Rods, Anchors) h N RSO DLEQL105 $15,000 $15,000
TANGIBLE - LEASE EQUIPMENT
N/C LEASE EQUIPMENT L L S s | DLEQUTS $44,000 $44,000
TANKS, TANKS STEPS, STAIRS bSO SR SO pLeau12o $21,000 $21,000
BATTERYi(Heater Treater, Separator, Gas Treating Equipment) \\\\;\X\\\\\ DLEQ.125 $18,000 $18,000
FLOW LINES (Line Pipe from wellhead to central facility) (NN OO S | DLEQ.130 $1,000 $1,000
OFFSHORE PRODUCTION STRUCTURE FOR FACILITIES b S Ny DWEA 135 '
PSRN MowEA 140

PIPELINES TO SALES

DIDC.295 60,000] DICC.275

ST R R R e

EERE Bl




SHAW INTERESTS, INC.

OlL & GAS PROPERTIES

MIDLAND, TX 79708 (432) 685-1404

P.O. BOX 9612

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.

Sincerely,

SHAW INTERESTS

Postage

Tim Lilley
‘Certified Fee
Postmark

Return Receipt Fee H
ere

(Endorsement Required)

Restricted Delivery Fee
(Endorsement Req?;ired)

____________ o

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

,”7”01 0320 0Oo% 188y ﬁELL



OIL & GAS LEASE

THIS AGREEMENT made this 6" day of April, 2007, between Vanda Dale Byars, herein dealing in her sole and separate propefty, as Lessor
(whether one or more), whose address is 8900 Comanche, Ollvette, 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/2ANW/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 fand 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 s 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. Thc 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 royatties 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 fo defend the title to said.land and agrees that Lessee at is option may discharge any tax, mortgage or other lien upon ¢aid 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 . _, 2007, by Vanda Dale Byars.

Notary Public, State of Missouri

My Commission Expires:



SHAW INTERESTS, INC.

OIL & GAS PROPERTIES
310 WEST WALL, STE. 305 MIDLAND, TX 79701 (432) 685-1404

April 17, 2007

Clay Allen Cureton
6582 Vanguard Avenue
Garden Grove, CA 92845

Re:  Pyramid #1
W72 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, Townshlp 14 South, Range 38
East, Lea County, New Mexico:

o Surface Hole Location; 2210’ FSL & 430° FWL
o 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:

N

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

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

= @w Won Qurelen

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

City, State, ZiP+4
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AUTHORIZATION FOR EXPENDITURE

- {COMPANY ENTITY DATE PREPARED

Cimarex Energy Co. March 8, 2007

REGION WELL NAME WELL NO PROSPECT OR FIELD NAME PROPERTY NUMBER DRILLING AFE NO.
Permian Pyramid 1 Star-Denton

LOcATION  SHL 2210’ FSL & 430’ FWL COUNTY STATE TYPE WELL

BHL 330’ FSL & 430° FWL ‘ olL X EXpL X

Sec 31, T14S, R38E Lea . New Mexico GAS PROD

ORIGINAL ESTIMATE X EST. START DATE EST. COMP. DATE FORMATION EST.TD

REVISED ESTIMATE v : 9800 - TVD

SUPPLEMENTAL ESTIMATE - . 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
j 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)
TQTAL 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
in'surance 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.

| 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.1.) 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.1.) 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. Driling/Completion Engineer  |Doug Park, Mgr Drilling/Completion Operations Roger Alexander, Reglonal Manager
Permian Basin Offshore and Permian Regions Permian Basin

: JOINT INTEREST APPROVAL
COMPANY BY DATE

4/16/2007 11:51 AM



PROJECT COST ESTIMATE

LEASE NAME: Pyramid “WELL NO.: 1
: DRY HOLE AFTER CASING| COMPLETED

INTANGIBLES Codes COST Codes POINT WELL COST
ROADS & LOCATION PREPARATION / RESTORATION DIDC.100 $100,000 | picc.100 $8,000 $108,000
DAMAGES DIDC. 105 $4,000 | picc.105 $1,000 $5,000
MUD/FLUIDS DISPOSAL CHARGES DIDC.255 $20,000 | DICC.235 $20,000 $40,000
DAY RATE 46 DH DAYS 5 ACP DAYS @ .. 17430 PERDAY | DIDC.115 $801,780 | picc.120 $87,150 868,930
MISC PREPARATION COST (mouse hole, rat hole, pads, pile clusters, misc.) DIDC.120 58,000 [ N S s ] $8,000
BITS ‘ DIDC.125 $100,000 § DicC.125] - '$1,000 $101,000
FUEL $2.20 PER GALLON DIDC. 135 $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 b SN S $64,400
SURFACE RENTALS DIDC.150 $69,000 | pICC.140 $45,000 $114,000
DOWNHOLE RENTALS DIDC.155 $144,000 | picc.145 $10,000 $154,000
FORMATION EVALUATION (DST, Coring including evaluation, G&G SERVICES) DIDC.160 SRR,
MUD LOGGING ' 37DAYS @ $900 PER DAY DIDC.170 $47,000 OSSN TN SO SN Y $47,000
OPEN HOLE LOGGING DIDC. 180 565,000 [ % % OO N $65,000
CEMENTING & FLOAT EQUIPMENT DIDC. 185 $50,000 | DICc.155 $40,000 $90,000
TUBULAR INSPECTIONS DIDC.190 $5,000 | DICC.160 $2,500 $7,500
CASING CREWS DIDC.195 $12,000 | Dicc.165 $15,000 $27,000
EXTRA LABOR, WELDING, ETC. i DIDC.200 $27,600 | picc.170 $5,000 $32,600
LAND TRANSPORTATION (Trucking) DIDC.205 $32,200 | DICCA75 $7,000 $39,200
SUPERVISION DIDC.210 $51,000 | DICC.180 $18,000 $69,000
TRAILER HOUSE/CAMP/CATERING DIDC.280 $17,000 | DICC.255 $2,500 $19,500
OTHER MISC EXPENSES DIDC.220 $5,000 | DICC.190 $5,000 $10,000
OVERHEAD DIDC.225 $14,000 | picc.195 $4,200 $18,200
REMEDIAL CEMENTING DIDC.231 DICC.215
MOB/DEMOB DIDC.240 $150,000 I % % S S S 5 Y $150,000
DIRECTIONAL DRILLING SERVICES 22 DAYS @ 9500 PER DAY | DIDC.245 $209,000 [  oN $209,000
DOCK, DISPATCHER, CRANE DIDC.250 ' DICC.230 -
MARINE & AIR TRANSPORTATION DIDC.275 . DICC.250
SOLIDS GONTROL DIDC.260 $166.000 [, " a5 % % S| $166,000
WELL CONTROL EQUIP (Snubbing services) DIDC.265 $28,000 | DICC.240 $16,800 $44,800
FISHING & SIDETRACK OPERATIONS DIDC.270 DICC.245
COMPLETION RIG 14 DAYS @ 4400 PER DAY bR ] pice 115 $61,600 $61,600

COIL TUBING  DAYS @ PER DAY PN P S Y DICC 260
COMPLETION LOGGING, PERFORATING, WL UNITS, WL SURVEYS PO M S S S T picc 200 $35,000 $35,000
STIMULATION b RS T picc 210 $220,000 $220,000
LEGAL/REGULATORY/CURATIVE DIDC.300 $10,000 | DicC.280 $10,000
WELL CONTROL INSURANCE $0.35 PER FOOT DIDC.285 $3,000 Iy b v S N . $3,000
CONTINGENCY 5% OF DRILLING INTANGIBLES DIDC.435 $117,000 | DIcc.220 $32,000 $149,000
CONSTRUCTION FOR WELL EQUIPMENT P SN ™ ™, T DWEA. 110 $1,000 $1,000
CONSTRUCTION FOR LEASE EQUIPMENT PSS SN [ oea 11 $39,000 $39,000
CONSTRUCTION FOR SALES PIL (\\""Q oSS DIce.265

TANGIBLE - WELL EQUIPMENT

CASING'! SIZE FEET $/FOOT

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

CONDUCTOR PIPE DWEB. 130 N O N

WATER STRING DWEB. 135, \‘\_\\ by \\}\\b

SURFACE CASING 13-3/8" 250. 42.00 |DweB.140 11,000 5 S NN S R N ) $11,000

INTERMEDIATE CASING 8-5/8" 4,500 23.40  |DWEB.145 105,000 % ™ % k% N S Yy $105,000

DRILLING LINER 7 DWEB. 145 RN R

DRILLING'LINER DWEB. 145 R ..

PRODUCTION CASING OR LINER 51/2" 9,800 15.90 %% % I o | DWEA, 100 156,000 $156,000

PRODUCTION TIE-BACK o SN S S Towen 100

TUBING ° 27/8" 12,000 6.50 b ko S N W DwEA 105 78,000 $78,000

N/C WELL EQUIPMENT NN N NN, Y DWEA. 115 $9,000 $9,000

WELLHEAD, TREE, CHOKES |owes.11s 12,000|DWEA.120 $28,000 $40,000

LINER HANGER, ISOLATION PACKER DWEB. 100 DWEA 125

PACKER, NIPPLES O NN M DWEA 130 $110,000 $110,000

PUMPING UNIT, ENGINE N e s | DLEQL100 $78.000 $78,000

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

TANGIBLE - LEASE EQUIPMENT

N/C LEASE EQUIPMENT L L O O | DLEQLS $44,000 $44,000

TANKS, TANKS STEPS, STAIRS BSOS N DLEa 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 \\ ﬁ\\\ [ pLeq 130 $1.000 $1,000

OFFSHORE PRODUGTION STRUGTURE FOR FACILITIES M TN | DWEA 135 '

PIPELINES TO SALES NS PO, DWEA 140

R A SRR 000 | S0

DicC.275 (60,000)

DIDC.295 60,000




SHAW INTERESTS, INC.

OIL & GAS PROPERTIES
310 WEST WaLL, STE. 305 MIDLAND, TX 79701 t432) 685-1404

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. Should you have any questions, please do
not hesitate to call. : S .

Sincerely,

SHAW INTERESTS

Tim Lilley
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OIL & GAS LEASE

THIS AGREEMENT made this 6™ day of April 2007, between Clay Allen Cureton, herein dealing in her sole and separate property, as Lessor
{whether dne 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 followmg described land in
Lea County, New Mexico, to-wit:

Township 14 South, Range 38 East
W/2 of Section 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 Threet (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 wel) 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 wer¢ in fact producing. The payment or tender of royalties and
shut-in royatties 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 royaity 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 oblngat:on
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 rcworking 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 fromconducting drilling or

reworking operations or from producing oil or gas hereunder; and the time while Lessec 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 royaltles and shut-in royalties payable hereunder toward
sausfymg 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 Mlcn Cureton
ACKNOWLEDGMENT
STATE OF §
' §
COUNTY OF §
This instrument was acknowledged before me on the day of , 2007, by Clay Allen Cureton.

Notary Public, Statg of

My Commission Expires:
;
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SHAW INTERESTS, INC.

OIL & GAS PROPERTIES
P.O. BOX 9612 MIDLAND, TX 79708 (432) 685-1404

April 18, 2007

Dorothy Davis

- Clo D.A. Carey

2 Rector St. — Room 910
New York, NY 10006

Re:  Pyramid #1
W72 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: : :

e Surface Hole Location: 2210’ FSL & 430 FWL
o Bottom Hole Location: 330’ FSL & 430° FWL

Enclosed is a detailed AFE reflecting estimated well costs.
If you wish to pafticipate 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
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v AUTHORIZATION FOR EXPENDITURE

COMPANY ENTITY DATE PREPARED
Cimarex Energy Co. March 8, 2007
{ REGION WELL NAME WELL NO PROSPECT OR FIELD NAME PROPERTY NUMBER DRILLING AFE NO.
Permian Pyramid 1 Star-Denton
LocaTioN  SHL 2210’ FSL & 430° FWL : COUNTY STATE TYPE WELL
BHL 330’ FSL & 430’ FWL oIL X ExpL X
Sec 31, T14S, R38E Lea New Mexico GAS PROD
ORIGINAL ESTIMATE X EST. START DATE EST. COMP. DATE FORMATION EST.TD
REVISED ESTIMATE i 9800 TVD
SUPPLEMENTAL ESTIMATE N ) 11600’ MD
PROJECT DESCRIPTION:

Drill and complete a horizontal wolfcamp well.

DRY HOLE AFTER COMPLETED

INTANGIBLES COST CASING POINT - WELL CcOST
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

JANGIBLES :

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 o ' 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 condiicts 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
in‘surance_ procured by Operator.

| etect 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.1.) deductible.

Cpmments 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 weil. :

H#VALUE!

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
COMPANY BY . DATE

4/16/2007 11:51 AM



PROJECT COST ESTIMATE

1
LEASE NAME: Pyramid WELL NO.: 1
: . DRY HOLE AFTER CASING| COMPLETED
INTANGIBLES Codes  COST | Codes POINT | WELL cosT
ROADS & LOCATION PREPARATION / RESTORATION DIDC.100 $100,000 | picc.100 $8,000 $108,000
DAMAGES DIDC.105 $4,000 { DICC.105 $1,000 $5,000
MUD/FLUIDS DISPOSAL CHARGES DIDC.255 $20,000 | DICC 235 $20,000 $40,000
DAY RATE 46 DH DAYS 5 ACP DAYS @ 17430 PER DAY | DIDC.115 $601,780 | picC.120 $87.150 $886,930
MISC PREPARATION COST (mause hole, rat hole, pads, pile clusters, misc.) DIDC.120 $8,000 PN N N s $8,000
BITS . DIDC.125 $100,000 | DICC.125 $1,000 $101,000
FUEL $2.20 PER GALLON DIDC.135 $111,000 | biccasef  $11,000 $122,000
WATER / COMPLETION FLUIDS ‘ 0IDGC.140 $32,200 | picé.13s) $25,000 $57,200
MUD & ADDITIVES _ ' | oinc.145 $64,400 [ $64,400
SURFACE RENTALS ‘ DIDC. 150 $69,000 | DICC.140 $45,000 $114,000
DOWNHOLE RENTALS DIDC.155 $144,000 { DICC.145 $10,000 $154,000
FORMATION EVALUATION (DST, Coring including evaluation, G&G SERVICES) DIDC.160 oo O
MUD LOGGING 37DAYS @ $900 PER DAY . DIDC.170 $47,000 IS5 h S NN S Y $47,000
OPEN HOLE LOGGING ' i DIDC.180 $65,000 [ S s Y $65,000
CEMENTING & FLOAT EQUIPMENT ' DIDC. 185 $50,000 | picc.s5]  © $40,000 $90,000
TUBULAR INSPECTIONS : DIDC.190 $5,000 | DICG.160 $2,500 $7,500
CASING CREWS DIDC.195 $12,000 [ picc 165 $15,000 $27,000
EXTRA LABOR, WELDING, ETC. DIDC.200 $27,600 | DICC.170 $5,000 $32,600
LAND TRANSPORTATION (Trucking) DIDC.205 $32,200 | DIcC.175 $7,000 $39,200
SUPERVISION DIDG.210 $51,000 | oicc.180 $18,000 $69,000
TRAILER HOUSE/CAMP/CATERING DIDC 280 $17,000 | DICC.255 $2,500 $19,500
OTHER MISC EXPENSES i DIDC.220 $5,000 | picc 190 $5.000 $10,000
OVERHEAD DIDC 225 $14,000 | picc.195 $4,200 $18,200
REMEDIAL CEMENTING 0IDC.231 DICC.215 )
MOB/DEMOB DIDC.240 $150,000 ;% % SRR S S M WY $150,000
DIRECTIONAL DRILLING SERVICES .22 DAYS @ 9500 PER DAY | DIDC.245 $209,000 [N N M $209,000
DOCK, DISPATGHER, CRANE DIDC.250 DICC.230
MARINE & AIR TRANSPORTATION ‘ DIDC.275 DICC.250
SOLIDS CONTROL N DIDC.260 $166,000 [ % ™, | $166,000
WELL CONTROL EQUIP (Snubbing services) DIDC.265 $28,000 | DICC.240 $16,800 $44,800
FISHING & SIDETRACK OPERATIONS DIDC.270 DICC.245
COMPLETION RIG 14 DAYS @ 4400 PER DAY sk osos S oice1s | $61,600 $61,600
’ COIL TUBING DAYS @ PER DAY P SO O MO Y Dice.260
COMPLETION LOGGING, PERFORATING, WL UNITS, WL SURVEYS OGN N ] pice.zoo $35,000 $35,000
STIMULATION o % RN NN Y Dice 210 $220,000 $220,000
LEGAL/REGULATORY/CURATIVE DIDC.300 $10,000 [ nicc.280 $10,000
WELL CONTROL INSURANCE $0.35 PER FOOT DIDC.285 | $3,000 NN TR MO N Y $3,000
CONTINGENGY 5% OF DRILLING INTANGIBLES DIDC.435 $117,000 | DICC.220 $32,000 $149,000
CONSTRUCTION FOR WELL EQUIPMENT P N N, Y DWEA. 110 $1,000 $1,000
CONSTRUGTION FOR LEASE EQUIPMENT . oo SO M [ bLea 110 $39,000 $39,000
CONSTRUCTION FOR SALES P/L Q\L\\QQ\\\\L\ DICC.265

TANGIBLE - WELL EQUIPMENT

CASING: SIZE FEET $/FOOT

DRIVE PIPE 20" 40 100.00 |DWEB.150] 4,000 % R, o $4,000
CONDUCTOR PIPE DWEB.130 RN

WATER STRING : DWEB.135 R N

SURFAGE CASING 13-3/8" 250 4200 [owes.140 11,000 % % SO, B S $11,000
INTERMEDIATE CASING 8-5/8" 4,500 2340 |pwes.145]. 105,000 b % M T e 5 N S, $105,000
DRILLINGLINER 7" DWEB.145 B AR R AN
DRILLING.LINER DWEB.145 SRR NN

PRODUCTION CASING OR LINER 51/2" 9,800 15.90 Q\\\:\'\\‘{\\b DWEA. 100 156,000 $156,000
PRODUCTION TIE-BACK . LSO s S S Towes 100

TUBING | 2718" 12,900 6.50 b SIS M Sowen 1os 78,000 $78,000
N/C WELL EQUIPMENT P O NN N Y DWEA 115 $9,000 $9,000}
WELLHEAD, TREE, CHOKES DWEBA15| 12,000{DWEA.120 $28,000 $40,000
LINER HANGER, ISOLATION PACKER , DWEB. 100 DWWEA. 125

PACKER, NIPPLES b S B A S Mowea sl . $110,000 $110,000
PUMPING UNIT, ENGINE oo s s S ST oLea 100 $78,000 $78,000
LIFT EQUIPMENT (BHP, Rods, Anchors) bSO RO S S S pLEq 105 $15,000 $15,000
TANGIBLE - LEASE EQUIPMENT

N/C LEASE EQUIPMENT SN D N SN | DLEQU115 $44,000 | . $44.000
TANKS, TANKS STEPS, STAIRS o RNORSNN o DLEQ.120 - $21,000 $21,000
BATTERY:(Heater Treater, Separator, Gas Treating Equipment) P SN S N N S Y DLEQ 125 18,000 $18,000
FLOW LINES (Line Pipe from wellhead to central facility) N NS W T bLea 1ao $1,000 $1,000
OFFSHORE PRODUCTION STRUCTURE FOR FACILITIES A ‘
PIPELINES TO SALES NN I S S M DwEn 140

TORALH e e BEsiaZi000 R RO e s8R D00 B El S

P&A COSTS DIDC.295 60,000] bicc.275 (60,000)

NETs{o SR ““’”“"‘&?ﬁ%f. S e B IO (e G
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SHAW INTERESTS, INC.

QlL & GAS PRDODPERTIES

MIDLAND, TX 79708 (432) 685-1404

P.O. BOX 9612

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.
not hesitate to call.

Should you have any questions, please do

Sincerely,
SHAW INTERESTS o
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110 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 speeified 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.

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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SHAW INTERESTS, INC.

OIL & GAS PROPERTIES
P.O. BOX 9612 MIDLAND, TX 79708 (432) 685-1404

April 18,2007

. Stewart Mott Davis
C/o D. A. Carey
2 Rector St. — Room 910
New York, NY 10006

Re: Pyramid #1
W72 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
o 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

Postage | $ léq

Certified Fee & .L(O

Return Receipt Fee .
(Endorsement Required) \ . %6

Restricted Delivery Fee
(Endorsement Required)

Total Postage & Fees $ 4{ UA(

Maner B. Shaw

Postmark
Here

0320 0004 1883 9758
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or PO Box No.
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CIMARE,

vl

AUTHORIZATION FOR EXPENDITURE

COMPANY ENTITY DATE PREPARED
Cimarex Energy Co. March 8, 2007

; REGION WELL NAME WELL NO PROSPECT OR FIELD NAME PROPERTY NUMBER DRILLING AFE NO.

Permian Pyramid 1 Star-Denton
LocaTion  SHL 2210’ FSL & 430 FWL COUNTY STATE TYPE WELL
BHL 330’ FSL & 430' FWL ol X ExpL X
Sec 31, T14S, R38E Lea New Mexico GAS PROD
ORIGINAL ESTIMATE X EST. START DATE EST. COMP. DATE FORMATION EST.TD
REVISED ESTIMATE 9800 TVD
SUPPLEMENTAL ESTIMATE 11600 MD
PROJECT DESCRIPTION:
Drill and complete a horizontal wolfcamp well.

DRY HOLE AFTER COMPLETED
INTANGIBLES COST CASING POINT WELL COST

Ihtangible 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
a 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 equipmentis 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
insurarice 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.

| 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.1.) 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.1.) deductible.

Cf)mments on AFE

The above costs are estimates only and anticipate trouble free operations without any foreseeable change in pians. The actual costs
may exceed the estimated costs without affecting the authorization for expenditure herein granted. By approval of this AFE, the
wé)rking 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.

HVALUE!

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.: 1
; : DRY HOLE AFTER CASING| COMPLETED

INTANGIBLES Codes COST Codes POINT WELL COST
ROADS & LOCATION PREPARATION / RESTORATION B DIDC.100 $100,000 | DicC.100 $8,000 $18,000
DAMAGES - DIDC.105 $4,000 | DICC.105 $1,000 $5,000
MUD/FLUIDS DISPOSAL CHARGES DIDC.255 $20,000 | DICC.235 $20,000 $40,000
DAY RATE 46 _DH DAYS 5 ACP DAYS @ 17430 PERDAY | DIDC.115 $801,780 | DIcC.120 $87,150 $888,930
MISC PREPARATION COST (mouse hole, rat hole, pads, pile clusters, misc.) DIDC.120 $8,000 [ S m o s $8,000
BITS ¢ DIDC.125 $100,000 | DICC.125 $1,000 $101,000
FUEL $2.20 PER GALLON DIDC.135 $111,000 | DICC.130 $11,000 $122,000
WATER / COMPLETION FLUIDS » DIDC.140 $32,200 | DICC.135 $25,000 $57,200
MUD & ADDITIVES . DIDG. 145 $64,400 Fon s I NN $64,400
SURFACE RENTALS ' - DIDC.150 $69,000 | Dicc.140 $45,000 $114,000
DOWNHOLE RENTALS DIDC. 155 $144,000 | DICC.145 $10,000 $154,000
FORMATION EVALUATION (DST, Coring including evaluation, G&G SERVICES) DIDC. 160 RN RN
MUD LOGGING 37 DAYS @ . 5900 PER DAY DIDC.A70 $47,000 B SN oA s, S, N $47,000
OPEN HOLE LOGGING - g | binc.1s0 565,000 [ SN S e ] $65,000
CEMENTING & FLOAT EQUIPMENT DIDC.185 $50,000 { DICC.155 $40,000 $90,000
TUBULAR INSPECTIONS DIDC. 190 $5,000 | DIcC.160 $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) » DIDC.205 $32,200 [ picc.175 $7,000 $39,200
SUPERVISION DIDC.210 $51,000 | DICC.180 $18,000 $69,000
TRAILER HOUSE/GAMP/CATERING DIDC.280 $17,000 | picc 255 $2,500 $19,500
OTHER MISC EXPENSES - DIDC.220 $5,000 | picc.190 $5,000 $10,000
OVERHEAD DIDC 225 $14,000 | picc.195] - $4,200 $18,200
REMEDIAL CEMENTING j DIDC.231 DICC.215
MOB/DEMOB _ DIDC.240 $150,000 J ™, % Mo b 5% S S Y © $150,000
DIRECTIONAL DRILLING SERVICES - 22 DAYS @ 9500 PER DAY | DIDC.245 $209,000 N W5 N $209,000
DOCK, DISPATGCHER, CRANE DIDC.250 DICC.230
MARINE & AIR TRANSPORTATION ' B DIDC.275 DICC.250
SOLIDS CONTROL DIDC.260 $166,000 % 5% % 5 $166,000
WELL CONTROL EQUIP (Snubbing services) DIDC.265 $28,000 | DICC.240 $16,800 $44,800
FISHING & SIDETRACK OPERATIONS DIDC.270 DICC.245
COMPLETION RIG 14 DAYS @ 4400 PER DAY b kS W] DICC 115 $61,600 $61,600

COIL TUBING DAYS @ PER DAY PO SN S DICC.260
COMPLETION LOGGING, PERFORATING, WL UNITS, WL SURVEYS AN N Joice.200 $35,000 $35,000
STIMULATION N NN S | DICC.210 $220,000 $220,000
LEGAL/REGULATORY/CURATIVE DIDC.300 $10,000 | picc.280 $10,000
WELL CONTROL INSURANCE $0.35 PER FOOT DIDC.285 53,000 IS T S N, Y $3,000
CONTINGENGY 5% OF DRILLING INTANGIBLES DIDC.435 $117,000 | picc 220 $32,000 $149,000
CONSTRUCTION FOR WELL EQUIPMENT . o N N N Y owEA. 10 " $1,000 $1,000
CONSTRUCTION FOR LEASE EQUIPMENT . v s oo s s S A S S Toeao] T $39,000 $39,000]
CONSTRUCTION FOR SALES P/L OOCRSOO  Dice 265 ' '
LOTAEINIT, S N e R e o6y o o AT

TANGIBLE - WELL EQUIPMENT

CASING! SIZE FEET $/FOOT

DRIVE PIPE 20" 40 100.00 |pweB.150) 4,000 5 S SO N R $4,000
CONDUCTOR FIPE DWEB.130 SaddaaRaaaw

WATER STRING i DWEB.135 AR AN

SURFACE CASING 13-3/8" 250 42.00 |DwEB.140 11,000 [N SN S N $11,000
INTERMEDIATE CASING 8-5/8" 4,500 2340 |pweB.145 Y e $105,000
DRILLING LINER 7" DWEB. 145 N AR
DRILLING'LINER DWEB. 145 SO S Y ,
PRODUCTION CASING OR LINER 51/2" 9,800 15.90 1S NP e N Y| DWEA 100 156,000 $156,000
PRODUCTION TIE-BACK oSS S Towea100]

TUBING 278" 12,000 650 oSS NN DWEA 105 78,000 $78,000
N/C WELL EQUIPMENT N ™, Y DWEA. 115 $9,000 $9,000
WELLHEAD, TREE, CHOKES DWEB. 115 12,000{DWEA. 120 $28,000 $40,000
LINER HANGER, ISOLATION PACKER . , DWEB. 100 DWEA 125

PACKER, NIPPLES . R R e $110,000 $110,000
PUMPINGUNIT, ENGINE > N ™ L e | DLEQL100 $78,000 $78,000
LIFT EQUIPMENT (BHP, Rods, Anchors) oo b S S S DLEQ105 $15,000 $15,000
TANGIBLE - LEASE EQUIPMENT

N/C LEASE EQUIPMENT NN | DLEQ 15 $44,000 $44,000
TANKS, TANKS STEPS, STAIRS _ B by ] DLEQU120 $21,000 $21,000
BATTERY (Heater Treater, Separator, Gas Treating Equipment) - Py T N ™ S, Y DLEQ.125 $18,000 $18,000
FLOW LINES (Line Pipe from wellhead to central facility) N S NSNS, | DLEQ. 130 $1,000 " $1,000
OFFSHORE PRODUCTION STRUCTURE FOR FAGILITIES o™ b o DWEA 135 '
PIPELINES TO SALES ' N I SR N Y DwEA 140

S

TR R N e 331000 AR R i § 558,000 1

IBEESEIG I MR

DIDC.295 60,000{ DICC.275 . (60,000)

e e e



SHAW INTERESTS, INC.

OlIL & GAS PROPERTIES
P.O. BOX 9612 MIDLAND, TX 79708 (432) 685-1404

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, S2NW/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 B e
Certfied Fee | 7 1 () Postmark

Return Receipt Fee | rel Here
(Endorsement Required) {. %b

Restricted Delivery Fee
(Endorsement Required)

Total Postage & Fees $ l'{ '%%
.| Sent To 6:\6 U\XL\Z/J( [\/IC, \-H» D¢l, Ui"b

0320 0004 LAaa4 00Aac2

..............................................................................................

City, State, ZIP+4

9001




OIL & GAS LEASE

THIS AGREEMENT made this 6™ 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/ANE/4 and NW/4SE/4 of Section 6

Said land is estimated to comprisc 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 iease 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 prcmlses 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 provnsxon 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 sutface 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 ‘lextend 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 Lessce 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 hercunder, 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 compty therewith; and this lease shall be extended while and so long as Lessec i$ 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 tlns 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
satistying 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 simplée 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 8
§
COUNTY OF §
This instrument was acknowledged before me on the ' day of , 2007, by Stewart Mott Da?is.

Notary Public, State of New York

My Commission Expires:
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SHAW INTERESTS, F|Nl3.

: OIL & GAS PROPERTIES _
‘P.0O. BOX 9612 MIDLAND, TX 79708 (432) 685-1404

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 e M
Certified Fee <A . (ZIO postmark
- Here

Return Receipt Fee ;
(Endorsement Required) ‘ . C:_{“D
Restricted Delivery Fee
{Endorsement Required)

IS ——
Total Postage & Fees $ /‘/( %

Sent To

_________________________________________________________

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

1001 0320 0004 LBA&Y OkL?



SHAW INTERESTS, INC.

o OIL & GAS PROPERTIES
' P.O. BOX 9612 MIDLAND, TX 79708 - © (432) 6B5-1404

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:

o 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:

o $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 -
~
0
o
m postage | $ . EDO(
=] -
-y Certified Fee (7'2 4 b costmark
— i ’ Here
R t F
Maner B. Shaw T g0
o) Restricted Delivery Fee
3 (Endorsement Required)
(=
Total Postage & Fees $ ,u}\l
[ n )
g Sent To
B3 XN AL A A e
Street, Apt. No.; .
e |orPOBoxNe.
O [y State, Zipid T .
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CIMARE

AUTHORIZATION FOR EXPENDITURE

COMPANY ENTITY DATE PREPARED _
Cimarex Energy Co. . ; March 8, 2007
. REGION WELL NAME WELL NO PROSPECT OR FIELD NAME PROPERTY NUMBER DRILLING AFE NO.
Permian Pyramid 1 Star-Denton
LocaTioN  SHL 2210’ FSL & 430’ FWL COUNTY STATE TYPE WELL
BHL 330’ FSL & 430’ FWL ol X ExpL X
Sec 31, T14S, R38E Lea New Mexico GAS PROD
ORIGINAL ESTIMATE X - EST. START DATE EST. COMP. DATE FORMATION EST. TD
REVISED ESTIMATE .9800 TVD
SUPPLEMENTAL ESTIMATE ) - 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 i $2,463,180
Intangible Completion Costs 712,750 712,750
TOTAL INTANGIBLE COSTS 2,463,180 712,750 3,175,930

5 '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)
TPTAL WELL COST: -$2,655,180 $1,210,750 $3,865,930

Comments on Well Costs:
1. Ali 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 contro! insurance policy.

Well control insurance procured by Operator, provides, among other terms, for $20,000,000 (100% W.l.) of Combiried 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.1.) deductible.

Cpmments on AFE

The above costs are estimates only and anticipate trouble free operations without any foreseeable changein 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.

H#VALUEL

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
COMPANY BY ) DATE

'

4/16/2007 11:51 AM



PROJECT COST ESTIMATE

LEASE NAME: Pyramid WELL NO.: 1
DRY HOLE AFTER CASING| COMPLETED
INTANGIBLES Codes COST Codes POINT WELL COST
ROADS & LOGATION PREPARATION / RESTORATION DIDC.100 $100,000 | DicC.100 $8,000 $108,000
[oAmaGES DIDC.105 $4,000 | picc.105 $1,000 5,000
MUD/FLUIDS DISPOSAL CHARGES DIDC 255 $20,000 | DIcC.235 $20,000 $40,000
DAY RATE 46 DHDAYS 5 ACP DAYS @ 17430 PERDAY | DIDC.115 $801,780 | picc.120 $87,150 $888,930
MISC PREPARATION COST (mouse hole, rat hale, pads, pile clusters, misc.) DIDG. 120 $8,000 P o RN N NN $8,000
BITS DIDC.125 $100,000 | DICC.125 $1,000 $101,000
FUEL $2.20 PER GALLON DIDC.135 $111,000 | picc.130 $11,000 $122,000
WATER / COMPLETION FLUIDS DIDC.140 $32,200 | picc 135 $25,000 $57,200
MUD & ADDITIVES . DIDC.145 $64,400 h oSNNS $64,400
SURFACE RENTALS DIDC.150 $69,000 { DICC.140 $45,000 $114,000
DOWNHOLE RENTALS pioc.1ss| . $144,000 [ picc.14s $10,000 $154,000
FORMATION EVALUATION (DST, Coring including evaluation, G&G SERVICES) DIDC.160 L OSSO,
MUD LOGGING 37DAYS @ $900 PER DAY DIDC.170 $47,000 oS o S Y $47,000
OPEN HOLE LOGGING ’ DIDC.180 $65,000 1% % SN $65,000
CEMENTING & FLOAT EQUIPMENT DIDC. 185 $50,000 | Dicc.155 $40,000 $90,000
TUBULAR INSPECTIONS DIDC.190 $5,000 | picc.160 $2,500 $7,500
CASING CREWS DIDC.195 $12,000 | picc 165 $15,000 $27,000
EXTRA LABOR, WELDING, ETC. DIDC.200 $27,600 | DIcc.A70 $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 $69,000
TRAILER HOUSE/CAMP/CATERING DIDC.260 $17,000 | Dicc.255 $2,500 $19,500
OTHER MISC EXPENSES DIDG.220 $5,000 | picc.190 $5,000 $10,000
OVERHEAD DIDC.225 $14,000 { picc.195 $4,200 $18,200
REMEDIAL CEMENTING DIDC.231 DICC.215
MOB/DEMOB DIDC.240 $150,000 W% 550 T e e e S $150,000
DIRECTIONAL DRILLING SERVICES 22 DAYS @ . 9500 PER DAY | piDC.245 $209,000 [ ™ % M e $209,000
DOCK, DISPATCHER, CRANE DIDC.250 DICC.230
MARINE & AIR TRANSPORTATION DIDC.275 DIGC.250
SOLIDS CONTROL DIDC.260 $166,000 5% ™ ™ N $166,000
WELL CONTROL EQUIP (Snubbing services) DIDC.265 $28,000 | DICC.240 $16,800 $44 800
FISHING & SIDETRACK OPERATIONS DIDC.270 - DICC.245 ,
COMPLETION RIG 14 DAYS @ 4400 PER DAY oo s pice.11s $61,600 $61,600
COIL TUBING DAYS @ PER DAY PN S ] DIcC.260
COMPLETION LOGGING, PERFORATING, WL UNITS, WL SURVEYS AN pice.200 $35,000 $35,000
STIMULATION o Tk S s s DICC.210 $220,000 $220,000
LEGAL/REGULATORY/CURATIVE DIDC.300 $10,000 | DIcC.280 $10,000
WELL CONTROL INSURANCE $0.35 PER FOOT DIDC. 285 $3,000 PSRN RROR NSNS $3,000
CONTINGENGY 5% OF DRILLING INTANGIBLES DIDC.435 $117,000 | DicC 220 $32,000 $149,000
CONSTRUCTION FOR WELL EQUIPMENT P N S DWEAL 10 $1,000 $1,000
CONSTRUCTION FOR LEASE EQUIPMENT P s S S SSSoleao $39,000 $39,000
CONSTRUCTION FOR SALES P/L SO RO NN picc.2ss ‘

TANGIBLE - WELL EQUIPMENT

CASING'! SIZE FEET $/FOOT

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

CONDUCTOR PIPE DWEB.130 Y

WATER STRING DWEB.135 b P S S

SURFACE CASING 13-3/8" 250 42,00 |pwes.140 11,000 PO 5 e | $11,000

INTERMEDIATE CASING 8-5/8" 4,500 2340 |owes.145 105,000 h M S e, $105,000

DRILLING LINER 7 DWEB. 145 B P

DRILLING LINER DWEB. 145 SRR T

PRODUCTION CASING OR LINER 51/2" 9,800 15,90 % Ml N, Y| DWEA. 100) 156,000 $156,000

PRODUCTION TIE-BACK % NN S S S TowEa 100

TUBING 27/8" 12,000 850 PodoSM oS S S N DwEA 105 78,000 $78,000

N/C WELL EQUIPMENT P N N T DWEA. 115 $9,000 $9,000

WELLHEAD, TREE, CHOKES DWEB.115 12,000]DWEA. 120 $28,000 $40,000

LINER HANGER, ISOLATION PAGKER DWEB. 100 DWEA 125

PACKER, NIPPLES o N ™, % DWEA, 130 $110,000 $110,000

PUMPING UNIT, ENGINE L N ] DLEQ.100 $78,000 $78,000

LIFT EQUIPMENT (BHP, Rods, Anchors) b e DLEQL105 $15,000 $15,000

TANGIBLE - LEASE EQUIPMENT

N/C LEASE EQUIPMENT o L, | DLEQU115 $44,000 $44,000

TANKS, TANKS STEPS, STAIRS bR S oLeaizo $21,000 $21,000

BATTERY:(Heater Treater, Separator, Gas Treating Equipment) \\\\: B 8 5 Y DLEQU125 . $18,000 $18,000

FLOW LINES {Line Pipe from wellhead to central facility) oS DLEq 130 $1,000 $1,000

OFFSHORE PRODUCTION STRUCTURE FOR FACILITIES b N TR, N DWEA. 135 ‘

PIPELINES TO SALES e P o S NS DWEA. 140

TOTALE SRR R e R (R s T 000 [ e HiEs6o!
DIDC.295 60,000] DICC.275 (60,000)




OIL & GAS LEASE

THIS AGREEMENT niade this 11™ day of April 2007, between Jean Morris and husband, Orville M(;rris, 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: acknowlédgcd, 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 4 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, whcther 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 hcrcunder 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 thls 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 Lesseé 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 1o the
contrary notwithstanding,



10. Lessor hereby warrants and agrees to defend the title to said land and agrees that Lessce 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 , 2007, by Orville Morris.

Notary Public, State of Michigan

My Commission Expires:
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- Maner B. Shaw

SHAW INTERESTS, INC.

OIL & GAS PROPERTIES .
P.O. BOX 9612 MIDLAAND,' TX 79708 (432) 685-1404

April 18, 2007

James E. O’Brien & Robert E. O’Brien, Trustees u/w/o
Frank O. 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:

o Surface Hole Location: 2210’ FSL & 430> FWL
o 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:

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

- Please do not hesitate to contact us with any questions. We look forwar Ir response

Sincerely,

SHAW INTERESTS

Postage | $ . ?Dq

Ceriified Fee z ./\l O
Return Receipt Fee .
(Endorsement Required) \ . %6

Restricted Deiivery Fee
{Endorsement Required)

5
Total Postage & Fees $ 4. LL)L\{

Postmark
Here

SentTo

0320 0004 L8483 982kt

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

2001

City, State, ZIP+4




CIMARE,

AUTHORIZATION FOR EXPENDITURE

COMPANY ENTITY DATE PREPARED
Cimarex Energy Co. ) March 8, 2007
| REGION WELL NAME WELL NO PROSPECT OR FIELD NAME " PROPERTY NUMBER " DRILLING AFE NO.
Permian Pyramid 1 Star-Denton
LocATIoN  SHL 2210’ FSL & 430’ FWL COUNTY STATE TYPE WELL
BHL 330" FSL & 430’ FWL _ oL X e X
Sec 31, T14S, R38E Lea New Mexico GAS PROD
ORIGINAL ESTIMATE X EST. STARTDATE EST. COMP. DATE FORMATION EST. TD
REVISED ESTIMATE 9800 TVD
SUPPLEMENTAL ESTIMATE - 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
PiLUG 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
in;surance 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. :

| elect to purchase my own well control insurance palicy.

. 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.1.) 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  [Doug Park, Mgr Driling/Completion Operations Roger Alexander, Regional Manager
Permian Basin Offshore and Permian Regions Permian Basin

JOINT INTEREST APPROVAL
COMPANY BY DATE

4/16/2007 11:51 AM



PROJECT COST ESTIMATE

LEASE NAME: Pyramid WELL NO.: 1
; DRY HOLE AFTER CASING| COMPLETED

INTANGIBLES Codes CosT Codes POINT | WELL COST
ROADS & LOCATION PREPARATION / RESTORATION DIDC.100 $100,000 | DICC.100 $8,000 $108,000
DAMAGES DIDC.105 $4,000 | picc.10s $1,000 $5,000
MUD/FLUIDS DISPOSAL CHARGES DIDC.255 $20,000 | DIcC.235 $20,000 $40,000
DAY RATE 46 DH DAYS 5 ACP DAYS @ 17430 PER DAY | DIDC.115 $801,780 | DICC.120 $67,150 868,930
MISC PREPARATION COST (mouse hole, rat hole, pads, ple clusters, misc.) i DIDC.120 58,000 [ S S $8,000
BITS DIDC.125 $100,000 | DICC.125 $1,000 $101,000
FUEL $2.20 PER GALLON DIDC.135 $111,000 | picc.130 $11,000 $122,000
WATER / COMPLETION FLUIDS ' DIDG.140 $32,200 | Dicc.135 $25,000 $57,200
MUD & ADDITIVES DIOC.145 564,400 [ AR S $64,400
SURFACE RENTALS DIDC.150 $69,000 | DICC.140 $45,000 $114,000
DOWNHOLE RENTALS DIDC.155 $144,000 | DICC.145 $10,000 $154,000
FORMATION EVALUATION (DST, Coring including evaluation, GG SERVICES) DIDC.160 L S
MUD LOGGING 37DAYS @ $900 PER DAY DIDC.170 $47,000 B MBS SN N N $47.000
OPEN HOLE LOGGING ' DIDC. 180 $65,000 [N oo $65,000
CEMENTING & FLOAT EQUIPMENT DIDC.185 $50,000 | picc 155 $40,000 $90,000
TUBULAR INSPECTIONS DIDC.190 $5,000 | picc.160 $2,500 $7,500
CASING CREWS pioci9s|  $12,000 | oicc.1es $15,000 $27,000
EXTRA LABOR, WELDING, ETC. DIDC.200 $27,600 | picc.170 $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 $69,000
TRAILER HOUSE/GAMP/CATERING DIDC.280 $17,000 | DICC.255 $2,500 $19,500
OTHER MISC EXPENSES DIDC.220 $5,000 | picc.190 $5,000 $10,000
OVERHEAD DIDC.225 $14,000 | Dicc 195 $4,200 $18,200
REMEDIAL CEMENTING DIDC.231 DICC.215
MOB/DEMOB DIDC.240 $150,000 Py N T ™ % S Y $150,000
DIRECTIONAL DRILLING SERVICES 22 DAYS @ 9500 PER DAY | DIDC.245 $209,000 %o | $209,000
DOCK, DISPATCHER, CRANE DIDC.250 DICC.230
MARINE & AIR TRANSPORTATION DIDC.275 DICC.260
SOLIDS CONTROL DIDC 260 $166,000 PSS S S A $166,000
WELL CONTROL EQUIP (Snubbing services) DIDC.265 $28,000 | DICC.240 $16,800 $44,800
FISHING & SIDETRACK OPERATIONS DIDC.270 DICC.245 o
COMPLETION RIG 14 DAYS @ 4400 PER DAY RO NN DICC. 115 $61,600 $61,500

COIL TUBING DAYS @ PER DAY o S DICC.260
COMPLETION LOGGING, PERFORATING, WL UNITS, WL SURVEYS Lo S SN T pice 200 $35,000 $35,000
STIMULATION he™, R ™,y ) DICC.210 $220,000 $220,000
L EGAL/REGULATORY/CURATIVE DIDC.300 $10,000 | DICC.280 $10,000
WELL CONTROL INSURANCE $0.35 PER FOOT DIDC.285 $3,000 P SO S s, S $3,000
CONTINGENGY 5% OF DRILLING INTANGIBLES DIDC.435 $117,000 | DICC.220 $32,000 $149,000
CONSTRUCTION FOR WELL EQUIPMENT o ™ ™ ™ | DWEA. 110 $1,000 $1,000
CONSTRUCTION FOR LEASE EQUIPMENT R N e $39,000 $39,000
CONSTRUCTION FOR SALES P/L R RSO s DICC.265

TANGIBLE - WELL EQUIPMENT

CASING' SIZE FEET
DRIVE PIPE 20" 40 DWEB. 150 4,000 15 N i $4,000
CONDUCTOR PIPE DWEB.130 e L s
WATER STRING DWEB. 135 N S e
SURFACE CASING 13-3/8" 250 DWEB. 140 11,000 S RO N N 5 $11,000
INTERMEDIATE CASING 8-5/8" 4,500 DWEB. 145 105,000 1, % ™ M, h N N $105,000
DRILLING LINER 7" DWEB. 145 RN
DRILLING:LINER DWEB. 145 SO SRR
PRODUCTION GASING OR LINER 51/2" 9,800 o Y| DWEA. 100 156,000 $156,000
PRODUCTION TIE-BACK P S SR S S TowE 100
TUBING 27/8" 12,000 b 5 T N % % % DWEA. 105 78,000 $78,000
N/C WELL EQUIPMENT OO N, Y DWEA 115 $9,000 $9,000
WELLHEAD, TREE, CHOKES DWEB.115 12,000] DWEA.120) $28,000 $40,000
LINER HANGER, ISOLATION PACKER DWEB.100 DWEA 125
PACKER, NIPPLES P s S DWEA, 130 $110,000 $110,000
PUMPING UNIT, ENGINE % | DLEQ.100 $78,000 $78,000
LIFT EQUIPMENT (BHP, Rods, Anchors) RSOk S SRS oLEq 105 $15,000 $15,000
TANGIBLE - LEASE EQUIPMENT
N/C LEASE EQUIPMENT LN L S | DLEQU1S $44,000 $44,000
TANKS, TANKS STEPS, STAIRS bW RO N S 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) S S N bLeadso $1,000 $1,000
OFFSHORE PRODUCTION STRUCTURE FOR FACILITIES o RN s DwEa 139
PIPELINES TO SALES PN S Y DWEA 140

NGIBEES i e S R R SR
P&A COSTS DIDC.295 60,000] DICC.275 (60,000)




SHAW INTERESTS, INC.

OlL &« GAS PROPERTIES

MIDLAND, TX 79708 (432) 685-1404

P.O. BOX 9612

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
Postage
. Certified Fee
Tim Lllley Return Receipt Fee Postmark
' (Endorsement Required) Here

Restricted Delivery Fee
{Endorsement Req?:lired)

Total Postage & Fees

Sent To 1

\JINAG- ' Dh oA
s VCS 0" pren
or PO Box No.

'M?DDL 0320 ooou 1gay 0228



| 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 followmg descrlbed 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 i'oyaltics 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 Iease 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 preducing 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 thereafier 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 te comply with any of the provisions of this lease, such default shall not affect this lease insofar as it covers a part of said tands 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 hercby 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 1mplled of this agreement as to acreage so surrendered, and thereafter the shut-in royalty payable hereunder shall be
reduced in the propomon that the acreage covered hereby is reduced by said release or releases.

Executed the day and year first above written.
\

James O’Brien ) - John O’Brien

Mary O’Brien

'ACKNOWLEDGMENT

STATE OF PENNSYLVANIA §

§
COUNTY OF §

P

y

This instrument was acknowledged before me on 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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SHAW INTERESTS, INC.
OIL & GAS PROPERTIES

P.O. BOX 9612 MIDLAND, TX 79708 (432) 685-1404

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:

o Surface Hole Location: 2210” FSL & 430> FWL
o 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 cosfs, 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;:
o $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

Postage | $ | &C(
Certified Fee Q 40
Return Receipt Fee
(Endorsement Required) | l ¢ % 6

Restricted Delivery Fee
(Endorsement Required)

Total Postage & Fees W

Maner B. Shaw

Postmark
Hers -

Sent To

7001 0320 0004 1883 9741
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AUTHORIZATION FOR EXPENDITURE

COMPANY ENTITY DATE PREPARED
Cimarex Energy Co. March 8, 2007

| REGION WELL NAME WELL NO PROSPECT OR FIELD NAME PROPERTY NUMBER DRILLING AFE NO.

Permian Pyramid 1 Star-Denton
LocaTion  SHL 2210’ FSL & 430’ FWL COUNTY STATE TYPE WELL
BHL 330’ FSL & 430° FWL oL ‘X ExpL X
Sec 31, T14S, R38E Lea New Mexico GAS PROD
ORIGINAL ESTIMATE X EST. START DATE EST. COMP. DATE FORMATION EST.TD
REVISED ESTIMATE 9800 TVD
SUPPLEMENTAL ESTIMATE 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

in(surance procured by Operator.

I elect to purchase my own well contro! insurance policy.

Well control insurance procured by Operator, provides, among other terms, for $20,000,000 (100% W.1I.) 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.1.) 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

Mérk Audas, Sr. Driling/Completion Engineer
Permian Basin

DRILLING AND COMPLETION MANAGER

Doug Park, Mgr Drilling/Completion Opsrations
Offshore and Permian Regions -

Permian Basin

REGIONAL MANAGER

Roger Alexander, Regional Manager

JOINT INTEREST APPROVAL

COMPANY

BY

DATE

4/16/2007 11:51 AM



PROJECT COST ESTIMATE

LEASE NAME: Pyramid WELL NO.: 1
1 DRY HOLE AFTER CASING| COMPLETED
INTANGIBLES Codes cosT Codes POINT WELL COST
ROADS & LOCATION PREPARATION / RESTORATION DIDC. 100 $100,000 | picc.100 $8,000 $108,000
DAMAGES DIDC.105 $4,000 | bicc.105 $1,000 $5,000
MUD/FLUIDS DISPOSAL CHARGES DIDC. 255 $20,000 | DICC.235 $20,000 $40,000
DAY RATE 46 DH DAYS 5 ACP DAYS @ 17430 PERDAY | DIDC.115 $801,780 | pIcc.120 $67,150 $688,930
MISC PREPARATION COST (mouse hole, rat hole, pads, pile clusters, misc) DIDC.120 $8,000 PN $8,000
BITS DIDC.125 $100,000 | bicc 125 $1,000 $101,000
FUEL $2.20 PER GALLON DIDC.135 $111,000 | bicc.430 $11,000 $122,000
WATER / COMPLETION FLUIDS DIDC.140 $32,200 | picc.135 $25,000 $57,200
MUD & ADDITIVES DIDC.145 64,400 |5 % % M N $64,400
SURFACE RENTALS DIDC.150 $69,000 | DICC.140 $45,000 $114,000
DOWNHOLE RENTALS DIDC. 155 $144,000 | DICC.145 $10,000 $154,000
FORMATION EVALUATION (DST, Coring including evaluation, G&G SERVICES) DIDC. 160 bR
MUD LOGGING 37DAYS @ $900 PER DAY DIDC.170 $47.000 By ™5 RN O Y $47,000
OPEN HOLE LOGGING ' DIDGC.180 $65,000 PN s ) $65,000
CEMENTING & FLOAT EQUIPMENT DIDC.185 $50,000 | DicC.155 $40,000 $90,000
TUBULAR INSPECTIONS DIDC.190 $5,000 | picc.160 $2,500 $7,500
CASING CREWS DIDC.195 $12,000 [ Dicc.165 $15,000 $27,000
EXTRA LABOR, WELDING, ETC. DIDC.200 $27,600 | picc.170 $5,000 $32,600
LAND TRANSPORTATION (Trucking) DIDC.205 $32,200 | picc.175 $7,000 $39,200
|SUPERVISION DIDC.210 $51,000 | DICC.180 $18,000 $69,000
TRAILER HOUSE/CAMP/CATERING DIDC.280 $17,000 | picc 255 $2,500 $19,500
OTHER MISG EXPENSES DIDC.220 $5,000 | DIcC.190 $5,000 $10,000
OVERHEAD DIDC.225 $14,000 | DICC.195 $4,200 $18,200
REMEDIAL CEMENTING DIDC.231 DICC.215
MOB/DEMOB DIDC.240 $150,000 Mo e S N NN S $150,000
DIRECTIONAL DRILLING SERVICES 22 DAYS @ 9500 PER DAY | DIDC.245 $209,000 [h oo s o e $209,000
DOCK, DISPATCHER, CRANE DIDC.250 DICC.230
MARINE & AIR TRANSPORTATION DIDC.275 DICC.250
SOLIDS CONTROL DIDC.260 $166.000 [M™ ™ ™% ™ 0 ™ $166,000
WELL CONTROL EQUIP (Snubbing services) DIDC.265 $28,000 | Dicc.240 $16,800 $44,800
FISHING & SIDETRACK OPERATIONS DIDC.270 DICC.245
COMPLETION RIG 14 DAYS @ 4400 PER DAY o Nkt M ] DICC.A15 $61,600 $61,600
COIL TUBING DAYS @ PER DAY PO S O Y] Dice.260
COMPLETION LOGGING, PERFORATING, WL UNITS, WL SURVEYS OO S T pice 200 $35,000 " $35,000
STIMULATION b, o N W Dice 210 $220,000 $220,000
LEGAL/REGULATORY/GURATIVE DIDC.300 $10,000 | picc.280 $10,000
WELL CONTROL INSURANCE $0.35 PER FOOT DIDC.285 3,000 %% N bS5 $3,000
CONTINGENGY 5% OF DRILLING INTANGIBLES DIDC.435 $117,000 | bicc.220 $32,000 $149,000
CONSTRUCTION FOR WELL EQUIPMENT- P S O N 5 DWEA. 110 $1,000 $1,000
CONSTRUGTION FOR LEASE EQUIPMENT NS N o s DLEQ 110 $39,000 $39,000
CONSTRUCTION FOR SALES P/L Q\\\:‘&\\\\\ DICC.265
TANGIBLE - WELL EQUIPMENT
CASING® SIZE FEET | $/FOOT
DRIVE PIPE 20" 40 100.00 |owEB.150 4,000 [N S O $4,000
CONDUCTOR PIPE DWEB.130 e N S Y
WATER STRING DWEB.135 Mo O S O Y
SURFAGE CASING 13-3/8" 250 42,00 |owes.140 11,000 [N NN N S N S S N $11,000
INTERMEDIATE CASING 8-5/8" 4,500 2340 |pweB.145 105,000 AN T N $105,000
DRILLING LINER 7" DWEB. 145 o RN O e Y
DRILLING:LINER DWEB. 145 O SO NNRR
PRODUCTION CASING OR LINER 51/2" 9,800 15.90 %% i % Y| DWEA 100 156,000 $156,000
PRODUCTION TIE-BACK o N S Towena 100
TUBING 27/8" 12,000 5,50 ettt ety Sy S DWEA 105 78,000 $78,000|
N/C WELL EQUIPMENT P N e, ™, Y DWEA 115 $9,000 $9,000
WELLHEAD, TREE, CHOKES DWEB.115 12,000{DWEA.120 $28.000 $40,000
LINER HANGER, ISOLATION PACKER DWEB.100 DWEA.125
PACKER, NIPPLES P s s Y DwEn 130 $110,000 $110,000|
PUMPING UNIT, ENGINE o My ™ | DLEQ.100 $78,000 $78,000
LIFT EQUIPMENT (BHP, Rods, Anchors) Q\\\)Q\\\\\\ DLEQ.105 $15,000 $15,000
TANGIBLE - LEASE EQUIPMENT
N/C LEASE EQUIPMENT NS R N N | DLEQUTTS $44,000 $44,000
TANKS, TANKS STEPS, STAIRS o RN N DLEQU120 $21,000 $21,000
BATTERY:(Heater Treater, Separator, Gas Treating Equipment) i NN [ N N N N Y DLEQL125 $18,000 $18,000
FLOW LINES (Line Pipe from wellhead to central facility) NSNS T bLEaso $1,000 $1,000
OFFSHORE PRODUCTION STRUCTURE FOR FACILITIES b s DWEA 135 '
PIPELINES TO SALES o S S Y DWEA. 140
TOTALGTANGIBEE ST RN T e 10 | s 556,000 5
P&A COSTS DIDC.295 60,000} DICC.275 (60,000)




SHAW INTERESTS, INC.

D’IL & GAS PROPERTIES

MIDLAND, TX 79708 - (432) 685-1404

P.O. BOX 9612

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 Coimty, 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- 31xteenths (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
Postage
. . Certified Fee
Tim Lilley Return Receipt Feo Postmark
(Endorsement Required) Here

Restricted Delivery Fee
(Endorsement Req?grred)

W?DUL 0320 0004 1884 0105



OIL & GAS LEASE

THIS AGREEMENT made this 6" 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 descnbcd 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, SI2ZNW/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
tand, 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 aftér 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
Qil 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 produccd 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 crdinary
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 dwellmg 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 0%ner, 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, 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 thereaﬁer the shut-in royalty payable hcrcundm 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 day of : , 2007, by Marjorie M. Olds, individually

and as Executrix of the Estate of Francis E. Olds, deceased.

Notary Public, State of Oregon

My Commission Expires:
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SHAW INTERESTS, INC.

OIL & GAS PROPERTIES
P.O. BOX 9612 MIDLAND, TX 79708 (432) 685-1404

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, Townshlp 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 mlnerals 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

Restricted Delivery Fee
(Endorsement Required)

|
Total Postage & Fees $ L{ LU

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

01 0320 pOOY 1883 9772

Mity Qiata 71004



AUTHORIZATION FOR EXPENDITURE

COMPANY ENTITY DATE PREPARED
Cimarex Energy Co. : March 8, 2007

{ REGION WELL NAME WELL NO PROSPECT OR FIELD NAME PROPERTY NUMBER DRILLING AFE NO.

Permian Pyramid 1 Star-Denton
Location  SHL 2210’ FSL & 430' FWL COUNTY STATE TYPE WELL
BHL 330’ FSL & 430" FWL oL X ExpL X
Sec 31, T14S, R38E Lea New Mexico GAS PROD
ORIGINAL ESTIMATE X EST. START DATE EST. COMP. DATE FORMATION EST.TD
REVISED ESTIMATE 9800 TVD
SUPPLEMENTAL ESTIMATE 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 noc event later than commencement of drilling
operations. You agree that failure to provide the certificate of insurance, as provided herein, will resuit in your being covered by
in‘surance procured by Operator.

I-elect to purchase my own well control insurance policy.

vW}eII control insurance procured by Operator, provides, among other terms, for $20,000,000 (100% W.1.) 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.1.) deductible.

Cqmments 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
DRILLING AND COMPLETION MANAGER

PREPARED BY REGIONAL MANAGER

Roger Alexander, Regional Manager
Permian Basin .

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

Mark Audas, Sr. Drilfing/Completion Engineer
Permian Basin

JOINT INTEREST APPROVAL
BY DATE

COMPANY

l

4/16/2007 11:51 AM



PROJECT COST ESTIMATE
LEASE NAME: Pyramid WELL NO.: 1
! DRY HOLE AFTER CASING| COMPLETED
INTANGIBLES Codes coSsT Codes POINT WELL COST
ROADS & LOCATION PREPARATION / RESTORATION DIDC.100 $100,000 | pIcc.100 $8,000 108,000
DAMAGES DIDC. 105 $4,000 | picc 105 $1,000 $5,000
MUD/FLUIDS DISPOSAL CHARGES DIDC.255 $20,000 | picc 235 $20,000 $40,000
DAY RATE 46 DH DAYS 5 ACP DAYS @ 17430 PERDAY | DIDC.115 $801,780 | picc.120 $87,150 $888,930
MISC PREPARATION GOST (mouse hole, rat hole, pads, pile clusters, misc.) DIDC.120 $8,000 [Ao e N $8,000
BITS | DIDC.125 $100,000 | oicc 125 $1,000 $101,000
FUEL $2.20 PER GALLON DIDC.135 $111,000 | picc130 $11,000 $122,000
WATER / COMPLETION FLUIDS DIDC.140 $32,200 | picc.135 $25,000 - $57,200
MUD & ADDITIVES DIDC.145 $64,400 fon s h O $64,400
SURFAGE RENTALS DIDG.150 $69,000 | DICC.140 $45,000 $114,000
DOWNHOLE RENTALS DIDC.155 $144,000 | picc.145 $10,000 $154,000
FORMATION EVALUATION (DST, Goring including evaluation, G&G SERVICES) DIDC. 160 N AN
MUD LOGGING 37DAYS @ $900 PER DAY DIDC.170 $47,000 \\‘\‘QQ&\‘\\S\\\ $47,000
OPEN HOLE LOGGING DIDC.180 $65,000 [ m S ™ S $65,000
CEMENTING & FLOAT EQUIPMENT DIDC.185 $50,000 | DICC.155 $40,000 $90,000
TUBULAR INSPEGTIONS DIDG.190 $5,000 | picc.160 $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 $32,500
_ |LAND TRANSPORTATION (Trucking) DIDC.205 $32,200 | DIcC.A75 $7.000 $39,200
SUPERVISION DIDC.210 $51,000 | DICC.180 $18,000 $69,000
TRAILER HOUSE/CAMP/CATERING DIDC.280 $17,000 § DICC.255 $2,500 $19,500
OTHER MISC EXPENSES DIDC.220 $5,000 | picc.190 $5,000 $10,000
OVERHEAD DIDC.225 $14,000 | DIcC.195 $4,200 $18,200
REMEDIAL CEMENTING DIDC 231 DICC.215 '
MOB/DEMOB DIDC.240 T R . $150,000
DIRECTIONAL DRILLING SERVICES 22 DAYS @ 9500 PER DAY | DIDG.245] - $209,000 [as s s oy | $209,000
DOCK, DISPATCHER, CRANE DIDC.250 DICC.230
MARINE & AIR TRANSPORTATION DIDC.275 DICC.250
SOLIDS CONTROL | oioc.ze0 $166,000 [S 0 5 e | $166,000
WELL CONTROL EQUIP {Snubbing services) DIDC.265 $28,000 | picC.240 $16,800 $44 800
FISHING & SIDETRACK OPERATIONS DIDC.270 DICC.245
COMPLETION RIG 14 DAYS @ 4400 PER DAY s kS O N Dice 115 $61,600 $61,600
COIL TUBING DAYS @ PER DAY PN S ] DICC 260
COMPLETION LOGGING, PERFORATING, WL UNITS, WL SURVEYS R RN $35,000 $35,000
STIMULATION RO RN Dicc21o $220,000 $220,000
LEGAL/REGULATORY/CURATIVE DIDC.300 $10,000 | DIcC.280 $10,000
WELL CONTROL INSURANCE $0.35 PER FOOT DIDC.285 $3.000 BN B SO S $3,000
CONTINGENGY 5% OF DRILLING INTANGIBLES DIDC.435 $117,000 | Dicc.220 $32,000 $149,000
CONSTRUCTION FOR WELL EQUIPMENT \\\\Q\‘\\\‘Q DWEA. 110 $1,000 $1,000
CONSTRUCTION FOR LEASE EQUIPMENT N $39.000 $39,000
CONSTRUCTION FOR SALES P/L. Q\‘\\Q.}\\\\\\ DICC.265 '
TANGIBLE - WELL EQUIPMENT
CASING SIZE FEET $/FOOT
DRIVE PIPE 20" 40 100.00 |DwWEB.150 4,000 % N5 N SN $4,000]
CONDUCTOR PIPE DWEB.130 Lo NN O s
WATER STRING DWEB. 135 o O Y
SURFACE CASING 13-3/8" 250 42.00  |owes.140 11,000 SRS SRS $11,000
INTERMEDIATE CASING- 8-5/8" 4,500 23.40  |oweB 145 105,000 % % L N B S, $105,000
DRILLING LINER 7 DWEB. 145 B B
DRILLING'LINER , DWEB. 145 R RN
PRODUCTION CASING OR LINER 51/2" 9,800 15.90  [% % % % 5 % SN  owEA 100 156,000 $156,000
PRODUCTION TIE-BACK SN OS S S w Jowen 100
TUBING 27/8" 12,000 550 oot ket N b s DWEA 105 78,000 " $78,000
N/C WELL EQUIPMENT ) PN N NN N N N Y DWEA 115 $9,000 $9,000
WELLHEAD, TREE, CHOKES DWEB. 115 12,000| DWEA. 120 $28,000 $40,000
LINER HANGER, ISOLATION PACKER DWEB. 100 DWEA. 125
_|PACKER, NIPPLES \\\\\\\\\“Q DWEA.130) $110,000 $110,000
PUMPING. UNIT, ENGINE e O, | DLEQU100 . $78,000 $78,000
LIFT EQUIPMENT (BHP, Rads, Anchors) sk O e DLEQU105 $15,000 $15,000
TANGIBLE - LEASE EQUIPMENT
N/C LEASE EQUIPMENT J bLEQ.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 welthead to central facility) | bLEQ.130 $1,000 $1,000
OFFSHORE PRODUCTION STRUCTURE FOR FACILITIES DWEA135 '
PIPELINES TO SALES DWEA. 140
iR OTAL%'I’YANGIB ESE I e i Rl 0o el
P&A COSTS DIDC.295 60,000| DICC.275




SHAW INTERESTS, INC.

OIL & GAS PROPERTIES
P.O. BOX 9612 MIDLAND, TX 79708 (432) 685-1404

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 Qil 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 do
not hesitate to call. '

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

‘Sincerely,
SHAW INTERESTS r-
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: OIL & GAS LEASE

THIS AGREEMENT made this 6 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
thereafier 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 producti'on 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 thercof 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 F ay Patterson.

Notary Public, State of New Mexico

My Commission Expires:
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SHAW INTERESTS, INC.

OIL & GAS PROPERTIES
P.O. BOX 9612 MIDLAND, TX 79708 (432) 685-1404

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, S2ZNW/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



SHAW INTERESTS, INC.

OlIL & GAS PROPERTIES )
MIDLAND, TX 79708 . (432) 685-1404

P.O. BOX 9612

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
Otherwise, in lieu of being subject to a

and return to the undersigned as soon as possible.
compulsory pooling, you have the option to lease your minerals at the terms previously proposed

being:
o $100/Acre, 1/5 Royalty, 3 years

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

Sincerely,

1

SHAW INTERESTS

Postage
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‘CIMARE,

AUTHORIZATION FOR EXPENDITURE

COMPANY ENTITY : DATE PREPARED )
Cimarex Energy Co. - March 8, 2007
| REGION WELL NAME WELL NO PROSPECT OR FIELD NAME PROPERTY NUMBER DRILLING AFE NO.
Permian Pyramid 1 Star-Denton
LocaTioN  SHL 2210° FSL & 430’ FWL ) . COUNTY STATE TYPE WELL )
BHL 330’ FSL & 430’ FWL ol X ExXpL X -
Sec 31, T148, R38E Lea New Mexico GAS PROD
ORIGINAL ESTIMATE X EST. START DATE EST. COMP. DATE FORMATION EST. TD
REVISED ESTIMATE 9800 VD'
SUPPLEMENTAL ESTIMATE - 11600" MD

PROJECT DESCRIPTION: ]
Drill and complete a horizontal wolfcamp well.

DRY HOLE AFTER COMPLETED
INTANGIBLES COST CASING POINT WELL COST
Ihtangible Drilling Costs $2,463,180 ) $2,463,180
Intangible Completion Costs 712,750 712,750
TOTAL INTANGIBLE COSTS S 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)
TpTAL 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 driliing
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.1.) 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_1.) 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
wbrking 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. Driling/Completion Engineer  |Doug Park, Mgr Driling/Completion Operations Roger Alexander, Regional Manager
Permian Basin Offshore and Permian Regions - |Permian Basin

JOINT INTEREST APPROVAL
COMPANY BY ’ DATE .

4/16/2007 11:51 AM



~ PROJECT COST ESTIMATE

LEASE NAME: Pyramid WELL NO.: 1
‘ » DRY HOLE AFTER CASING| COMPLETED
INTANGIBLES Codes COsT Codes POINT WELL COST
ROADS & LOCATION PREPARATION / RESTORATION DIDC.100 $100,000 | picc.100 $8,000 $108,000
DAMAGES DIDC.105 $4,000 | pice.105 $1,000 $5,000
MUD/FLUIDS DISPOSAL GHARGES DIDC.255 $20,000 | DicC.235 $20,000 $40,000
DAY RATE 46 DH DAYS 5 ACP DAYS @ 17430 PERDAY | DIDG.115 $801,780 | DICC.120 $87,150 $888,930
MISC PREPARATION COST (mouse hole, rat hole, pads, pile clusters, misc.) DIDC.120 58,000 [ s N $8,000
BITS DIDG.125 $100,000 | DICC.125 $1,000 $101,000
FUEL $2.20 PER GALLON DIDC.135 $111,000 | Dicc.130 $11,000 $122,000
WATER / COMPLETION FLUIDS DIDC.140 $32,200 | DICC 135 $25,000 $57.200
MUD & ADDITIVES DIDC.145 564,400 oSNNS A $64,400
SURFAGE RENTALS [ bioe.1s0 $69,000 | DICC.140 $45,000 $114,000
DOWNHOLE RENTALS DIDC. 155 $144,000 | DICC.145 $10,000 $154,000
. [FORMATION EVALUATION (DST, Coring including evaluation, G&G SERVICES) DIDC. 160 RO RN
MUD LOGGING 37DAYS @ $900 PER DAY ' DIDC.170 $47,000 IS 5 RS S N S Y $47.000
OPEN HOLE LOGGING ' T DIDC. 180 $65,000 [ N N N $65,000
CEMENTING & FLOAT EQUIPMENT DIDC.185 $50,000 | DICC.155 $40,000 $90,000
TUBULAR INSPECTIONS DIDC.190 $5,000 | DICC.160 $2,500 $7,500
CASING CREWS DIDC.195 $12,000 [ DicC.165 $15,000 $27,000
EXTRA LABOR, WELDING, ETC. DIDC 200 $27,600 | pice.170 $5,000 $32,600
LAND TRANSPORTATION (Trucking) DIDC.205 $32,200 ] picc.175 $7.000 $39,200
SUPERVISION B DIDC.210 $51,000 [ oicc.1s0] . $18,000 $69,000
TRAILER HOUSE/CAMP/CATERING DIDC.280 $17,000 | DICC 255 $2,500 $19,500
- [oTHER MISC EXPENSES DIDC.220 $5,000 | picc.190 $5,000 $10,000
OVERHEAD DIDC.225 $14,000 | Dicc.195 ] $4,200 $18,200
REMEDIAL CEMENTING DIDC 231 DICC.215
MOB/DEMOB DIDC.240 $150,000 I S 5 RO NN N S Y $150,000
DIRECTIONAL DRILLING SERVICES -~ 22 DAYS @ 9500 PER DAY | DIDC.245 $209,000 [N S NN S $209,000
DOCK, DISPATCHER, CRANE DIDC.250 DICC.230 '
MARINE & AIR TRANSPORTATION DIDG.275 DICC.250
SOLIDS CONTROL DIDC.260 $166,000 [ N S $166,000
WELL CONTROL EQUIP (Snubbing services) DIDC.265 $28,000 | DICC.240 $16,800 $44,600
FISHING & SIDETRACK OPERATIONS DIDC 270 DICC.245
COMPLETION RIG 14 DAYS @ 4400 PER DAY e N ] DICC. 15 $61,600 $61,600
COIL TUBING DAYS @ PER DAY PO S Y pice 260 ’
COMPLETION LOGGING, PERFORATING, WL UNITS, WL SURVEYS IS ASSN S T oicc 200 $35,000 $35,000
STIMULATION O 5 NS DIcC.210 $220,000 $220,000
LEGAL/REGULATORY/CURATIVE DIDC.300 $10,000 | DICC.280 $10,000
WELL GONTROL INSURANCE " $0.35 PER FOOT DIDC.285 $3,000 I e B B s $3,000
CONTINGENCY 5% OF DRILLING INTANGIBLES DIDC.435 $117,000 | DiCC.220 $32,000 $149,000
CONSTRUCTION FOR WELL EQUIPMENT o N ™ ™ ™, " DWEA. 110 $1,000 $1,000
CONSTRUGTION FOR LEASE EQUIPMENT .. ' OO S S S blea o $39,000 $39,000

CONSTRUCTION FOR SALES P/L R

TANGIBLE - WELL EQUIPMENT

CASING! SIZE FEET $/FOOT
DRIVE PIPE 20" 40 100.00 _|DWEB.150 4,000 % NSO RO RN $4,000
CONDUCTOR PIPE DWEB.130 e T S Y
WATER STRING DWEB. 135 RN A
SURFACE GASING 13-3/8" 250 4200 |pwes.140 11,000 (S SO S S $11,000
INTERMEDIATE CASING 8-5/8" 4,500 23.40 |owes.1as 105,000k e S N ey $105,000
DRILLING LINER 7" DWEB. 145 RN RN N S Y
DRILLING'LINER DWEB.145 T NN
PRODUCTION CASING OR LINER 5 1/2" 9,800 15.90 [ S5 | DWEA. 100 156,000 $156,000
PRODUCTION TIE-BACK oo M s s S T owen 100
TUBING - 27/8" 12,000 6.50 by koS S s s DwEA 10s] 78,000 $78,000
N/C WELL EQUIPMENT NN NS ™, N | DWEA 115 $9,000 $9,000
WELLHEAD, TREE, GHOKES DWEB.115 12,000| DWEA. 120 $28,000 $40,000
LINER HANGER, ISOLATION PACKER DWEB. 100 DWEA 125
PACKER, NIPPLES I R R $110,000 $110,000
PUMPING. UNIT, ENGINE » N s oLeautoo $78,000 $78,000
LIFT EQUIPMENT (BHP, Rods, Anchors) : ho S RO W S DLEGL105 $15,000 $15,000
TANGIBLE - LEASE EQUIPMENT
N/C LEASE EQUIPMENT N L N N S | DLEQU115 $44,000 $44,000
TANKS, TANKS STEPS, STAIRS b b e Sy DLEQL120 $21,000 $21,000
BATTERY (Heater Treater, Separator, Gas Treating Equipment) P I s N % Y DLEQL125 $18,000 $18,000
FLOW LINES (Line Pipe from welihead to central facility) LN S SO S DLEQU130 $1,000 $1,000
OFFSHORE PRODUCTION STRUCTURE FOR FACILITIES o S N DWEA 135 ' ‘
PIPELINES TO SALES BSOS BN S Y bwea 140

e e R s R o0 [l at
P&A COSTS DIDC.295 60,000{ DICC.275

ok ais et e R R AP el e

R S S

TOTANGOST



OIL & GAS LEASE

THIS AGREEMENT made this 11™ 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, MI 48103, and Shaw Interests, Inc. whose address is 310 W. Wall St., Ste 305, Midland, Texas 79701, Lessee,

WITNESSETH:

ki
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 pipelinies, 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

Townshlp 15 South, Range 38 East
Lots 3, 4, S2NW/4, N/2SW/4, SW/4NE/4 and NW/4SE/4 of Section 6

Said tand 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; (¢) and at any timé 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. Dirilling operations on or production from any part of any such unit shall be considerzsd 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 atlocated
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 thereafier 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 cperate 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 everit 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 § C
§
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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SHAW INTERESTS, INC.

OlL & GAS PROPERTIES
P.O. BOX 9612 MIDLAND, TX 79708 (432) 685-1404

April 17,2007

Hollis G. Gerrish
C/o Marguerite C. Buckley

9446 Litzsingle Road _—— * (At HUODTELS (5 N6 (,OI\)Q—@& \/{(LI D

St. Louis, MO 63144 82 (62, OB CorRe oAt RETURNED
(2 NDECNELARIS,

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 Sectxon 31, Township 14 South, Range 38
East, Lea County, New Mexico: _

« Surface Hole Location: 2210° FSL & 430’ FWL
o 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: '

e $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 DATE PREPARED
Cimarex Energy Co. March 8, 2007

! REGION WELL NAME WELLNO PROSPECT OR FIELD NAME PROPERTY NUMBER DRILLING AFE NO.

Permian Pyramid 1 Star-Denton
LocatioNn  SHL 2210° FSL & 430’ FWL COUNTY STATE TYPE WELL
BHL 330’ FSL & 430’ FWL . oL X e X
Sec 31, T14S, RIBE Lea New Mexico GAS PROD
ORIGINAL ESTIMATE X EST. START DATE EST. COMP. DATE FORMATION EST.TD
REVISED ESTIMATE 9800 TVD
SUPPLEMENTAL ESTIMATE . 11600" MD
PROJECT DESCRIPTION:
Qrill 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

| y

; 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:

Uniess 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 .1.) 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.

Cpmments 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
DRILLING AND COMPLETION MANAGER

PREPARED BY REGIONAL MANAGER

Roger Alexander, Regional Manager

Mark Audas, Sr. Drilling/Completion Engineer  [Doug Park, Mgr Driling/Completion Operations
Permian Basin

Pe;rmian Basin Offshore and Permian Regions

JOINT INTEREST APPROVAL
COMPANY BY DATE

4/16/2007 11:51 AM



: C'Im RE PROJECT COST ESTIMATE
LEASE-‘NAME: Pyramid WELL NO.: 1
: DRY HOLE AFTER CASING| COMPLETED

INTANGIBLES Codes cosT Codes POINT WELL COST
ROADS & LOCATION PREPARATION / RESTORATION DIDC.100 $100,000 | DicC.100 $8,000 $108,000
DAMAGES DIDC.105 |- $4,000 | bicc.105 $1,000 $5.000
MUD/FLUIDS DISPOSAL CHARGES DIDC.255 $20,000 | DicC.235 $20,000 $40,000
DAY RATE 46 DH DAYS 5 ACP DAYS @ 17430 PER DAY | DIDC.115 $801,780 | DICC.120 $87,150 $888,930
MISC PREPARATION COST (mouse hole, rat hole, pads, pile clusters, misc.) DIDC. 120 58,000 [ 5 $8,000
BITS DIDC.125 $100,000 | DICC.125 $1,000 $101,000
FUEL $2.20 PER GALLON DIDC.135 $111,000 | DicC.130 $11,000 $122,000|.
WATER / COMPLETION FLUIDS DIDG.140 $32,200 | picc.135 $25,000 $57,200
MUD & ADDITIVES DIDC. 146 564,400 L S S N, $64,400
SURFACE RENTALS DIDC.150 $69,000 | Dicc.140 $45,000 $114,000
DOWNHOLE RENTALS DIDC. 155 $144,000 | pICC.145 $10,000 $154,000
FORMATION EVALUATION (DST, Coring including evaluation, G&G SERVICES) DIDC. 160 o S N ]
MUD LOGGING 37DAYS @ $900 PER DAY DIDC.170 $47,000 B % B S $47,000
OPEN HOLE LOGGING ' DIDC.180 565,000 TN N N $65,000
CEMENTING & FLOAT EQUIPMENT DIDC.185 $50,000 | DICC.155 $40,000 $90,000
TUBULAR INSPECTIONS DIDC.190 $5,000 | DICC.160 $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) DIDC.205 $32,200 | DICC.AT5 $7,000 $39,200
SUPERVISION DIDG.210 $51,000 | DICC.180 $18,000 $69,000
TRAILER HOUSE/CAMP/CATERING DIDC.280 $17,000 | DICC.255 $2,500 $19,500
OTHER MISC EXPENSES DIDC.220 $5,000 { DICC.190 $5,000 $10,000
OVERHEAD DIDC.225 $14,000 | DICC.195 $4,200 $18,200
REMEDIAL GEMENTING DIDC.231 DICC.215
MOB/DEMOB DIDC.240 $150,000 I n b N o, _$150,000
DIRECTIONAL DRILLING SERVICES 22 DAYS @ 9500 PER DAY | DIDC.245 $209,000 [5 o Mn  N N $209,000
DOCK, DISPATCHER, CRANE DIDC.250 DICC.230
MARINE & AIR TRANSPORTATION DIDC.275 DICC.250
SOLIDS CONTROL DIDC.260 $166,000 [, ™ NN N $166,000
WELL CONTROL EQUIP (Snubbing serwces) DIDC.265 $28,000 | DICC.240 $16,800 $44,800
FISHING & SIDETRACK OPERATIONS DIDC 270 DICC.245
COMPLETION RIG 14 DAYS @ 4400 PER DAY S ke s | DIcc.115 $61,600 $61,600

COIL TUBING DAYS @ PER DAY e N SO s Dice. 260
COMPLETION LOGGING, PERFORATING, WL UNITS, WL SURVEYS LSOOI AR picc.200 $35,000 $35,000
STIMULATION b e N ] pice 210 $220,000 $220,000
LEGAL/REGULATORY/CURATIVE DIDC.300 $10,000 | DicC.280 $10,000
WELL CONTROL INSURANCE $0.35 PER FOOT DIDC. 285 $3,000 Pt s S $3,000
CONTINGENCY 5% OF DRILLING INTANGIBLES DIDC.435 $117,000 | picc.220 $32,000 $149,000
CONSTRUCTION FOR WELL EQUIPMENT s P N Y DWEA. 110 $1,000 $1,000
CONSTRUCTION FOR LEASE EQUIPMENT S O oS T pLea 110 $39,000 $39,000
CONSTRUGTION FOR SALES P/L o b s N pice.oss

=

fa S e e i

TANGIBLE - WELL EQUIPMENT

CASING' SIZE FEET $/FOOT

DRIVE PIPE 20" 40 100.00 |oweB.150 40005 SN N S S N 4,000
CONDUCTOR PIPE DWEB.130 b S N

WATER STRING DWEB.135 RN Y

SURFACE CASING 13.3/8" 250 42.00  |DWEB.140 11,0001% 5 S B RS $11,000
INTERMEDIATE CASING 8-5/8" 4,500 2340  |DWEB.145 105,000k % ™% h 5 S N $105,000
DRILLING LINER 7 DWEB. 145 B S
DRILLING-LINER DWEB.145 SN SR

PRODUCTION CASING OR LINER 51/2" 9,800 15.90 [N N N N Y DWEA. 100 156,000 $156,000
PRODUCTION TIE-BACK P O N R O N T DWEA 100

TUBING 27/8" 12,000 850 IS S NS M S Dwea 108 78,000 $78,000
N/C WELL EQUIPMENT P N NN e N s Y| DWEA. 115 $9,000 $9,000
WELLHEAD, TREE, CHOKES DWEB.115 12,000 DWEA.120 $28,000 $40,000
LINER HANGER, ISOLATION PACKER DWEB.100 DWEA. 125

PAGKER, NIPPLES S N o Y DWEA 130 $110,000 $110,000
PUMPING UNIT, ENGINE o S e | DLEQL100 $78,000 $78,000
LIFT EQUIPMENT (BHP, Rods, Anchors) b \\:\‘\\\\\\ DLEQ.105 $15,000 $15,000
TANGIBLE - LEASE EQUIPMENT

N/C LEASE EQUIPMENT NS pea s $44,000 $44,000
TANKS, TANKS STEPS, STAIRS OO DLEQ120 $21,000 $21,000
BATTERY.(Heater Treater, Separator, Gas Treating Equipment) N %N S, DLEQ125 $18,000 $18,000
FLOW LINES (Line Pipe from welihead to central facility) WO N Y | DLEQ.130 $1,000 $1,000
OFFSHORE PRODUCTION STRUCTURE FOR FACILITIES o oo N DwEA 135 '
PIPELINES TO SALES P NN Y DWEA 140

TOTALTANGIBLES R el i e s TR S R3132000) 0 | 8558000 I 600,000
P&A COSTS DIDC.295 60,000{ picc.275 {60,000)

TOTAl §W‘}QS]’ e TR é‘&s’ﬁmrsq hgdhe




SHAW INTERESTS, INC.

: OIL & GAS PROPERTIES
P.0. BOX 9612 MIDLAND, TX 79708 (432) 685-1404

April 6, 2007

Hollis G. Gerrish

C/o Marguerite C. Buckley
9446 Litzsingle Road

St. Louis, MO 63144

Re: = Oil & Gas Lease
W72 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 pr1mary
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 & GASLEASE

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:

I.  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/4ANE/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 cr 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 fand 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 alt 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 i 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 sald 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 beirs, 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 defauit 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 payab]e hereunder shall be
reduced in the propomon 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: _




SHAW INTERESTS, INC.

OlL & GAS PROPERTIES
'P.O. BOX 9612 ‘ MIDLAND, TX 79708 (432) 685-1404

April 17,2007

Maurice and Bernard Krasner
C/o Marguerite C. Buckley

9446 Litzsingle Road — ¢ ANPT AU ARCF
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:

e Surface Hole Location: 2210’ FSL & 430° FWL
e 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 éosts, 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: :

o $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



CIMARE)

AUTHORIZATION FOR EXPENDITURE

DATE PREPARED

COMPANY ENTITY )
Cimarex Energy Co. March 8, 2007

: REGION WELL NAME WELL NO PROSPECT OR FIELD NAME PROPERTY NUMBER DRILLING AFE NO.

Permian Pyramid 1 Star-Denton
LocaTion  SHL 2210° FSL & 430" FWL COUNTY STATE TYPE WELL
BHL 330’ FSL & 430’ FWL ol X EXPL X
Sec 31, T14S, R38E Lea New Mexico GAS PROD
ORIGINAL ESTIMATE: X EST. START DATE EST. COMP. DATE FORMATION EST.TD
REVISED ESTIMATE ' 9800 TVD
SUPPLEMENTAL ESTIMATE 11600’ MD
PROJECT DESCRIPTION:
Drill and complete a horizontal wolfcamp weil.

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 thé 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 driling )
operahons 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 redriling and clean -up/poliution expense covering drilling (through completion) with a
$1 000,000 (100% W.1.) deductible.

Cpmments 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
DRILLING AND COMPLETION MANAGER

PREPARED BY REGIONAL MANAGER

Roger Alexander, Regional Manager
Permian Basin

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

Mark Audas, Sr. Drilfing/Completion Engineer
Permian Basin

JOINT INTEREST APPROVAL
COMPANY BY DATE

4/16/2007 11:51 AM




PROJECT COST ESTIMATE

~ LEASE NAME: Pyramid WELL NO.: 1
DRY HOLE AFTER CASING| COMPLETED

INTANGIBLES Codes COST Codes POINT WELL COST
ROADS & LOCATION PREPARATION / RESTORATION DIDC.100 $100,000 | picc.100 $8,000 $108,000
DAMAGES DIDC.105 $4,000 | Dicc.105 $1,000 " $5,000
MUD/FLUIDS DISPOSAL CHARGES DIDC:255 $20,000 | DICC.235 $20,000 $40,000
DAY RATE 46 DH DAYS 5 ACP DAYS @ 17430 PER DAY | DIDC.115 $801,780 | DicC.120 $87,150 $888,930
MISC PREPARATION COST (mouse hole, rat hole, pads, pile clusters, misc.) DIDC.120 58,000 [N % ™ o $8,000
BITS DIDC.125 $100,000 | DicC.125 $1,000 $101,000
FUEL $2.20 PER GALLON DIDC.135 $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 L5 M U S $64,400
SURFACE RENTALS DIDC 150 $69,000 | DICC.140 $45,000 $114,000
DOWNHOLE RENTALS DIDC.155 $144,000 | DICC.145 $10,000 - $154,000
FORMATION EVALUATION (DST, Coring including evaluation, G&G SERVICES) DIDC.160 R DR
MUD LOGGING 37DAYS @ $900 PER DAY DIDC.A70 $47,000 BRSNS RO S N Y $47,000
OPEN HOLE LOGGING ' DIDC. 180 $65,000 [ ™™ ™ ™ % ™ ™ ] $65,000
CEMENTING & FLOAT EQUIPMENT DIDG.185 $50,000 | DICC.155 $40,000 $90,000
TUBULAR INSPECTIONS DIDC.190 | $5,000 | DICC.160 $2,500 $7,500
CASING CREWS DIDC.195 $12,000 | DIcC.165 $15,000 $27,000
EXTRA LABOR, WELDING, ETC, DIDC.200 $27,600 | nicc.170 $5,000 $32,600
LAND TRANSPORTATION (Trucking) DIDG.205 $32,200 | DICC.175 $7,000 $39,200
SUPERVISION DIDC.210 $51,000 | DICC.180 $18,000 $69,000
TRAILER HOUSE/CAMP/CATERING DIDC.280 $17,000 | DICC.255 $2,500 $19,500
OTHER MISC EXPENSES DIDC.220 $5,000 | DICC.190 $5,000 $10,000
OVERHEAD DIDC.225 $14,000 | picc.195 $4,200 “$18,200
REMEDIAL CEMENTING DIDC.231 DICC.215
MOB/DEMOB DIDC.240 $150,000 PS5 S P b e N $150,000] "
DIRECTIONAL DRILLING SERVICES 22 DAYS @ 9500 PER DAY | DIDC.2a5 $209,000 IS ™, 5% % 5 $209,000
DOCK, DISPATCHER, CRANE DIDC.250 DICC.230
MARINE & AIR TRANSPORTATION DIDC.275 DICC.250
SOLIDS GONTROL DIDC. 260 $166,000 [ ™ % % N % N $166,000
WELL CONTROL EQUIP (Snubbing services) DIDC.265 $28,000 | DICC.240 $16,800 $44,800
FISHING & SIDETRACK OPERATIONS DIDC.270 DICC.245
COMPLETION RIG 14 DAYS @ 4400 PER DAY 5 ke e S ] DICC.115 $61,600 $61,600

COIL TUBING DAYS @ PER DAY P NN SO Dicc.260
COMPLETION LOGGING, PERFORATING, WL UNITS, WL SURVEYS OO oicc.ao0 35,000 $35,000
STIMULATION o] DIcC 210 $220,000 $220,000
LEGAL/REGULATORY/CURATIVE DIDC.200 $10,000 | DICC.280 $10,000
WELL CONTROL INSURANCE $0.35 PER FOOT DIDC.285 $3,000 [y b e Y $3,000
CONTINGENGY 5% OF DRILLING INTANGIBLES DIDC.435 $117,000 | DICC.220 $32,000 $149,000
CONSTRUCTION FOR WELL EQUIPMENT P N ™ ™ ™ | DWEA. 110 $1,000 $1,000
CONSTRUCTION FOR LEASE EQUIPMENT oSS ST oEa 10 $39.000 $39,000
CONSTRUCTION FOR SALES PIL NN NN
TOTATEIN e e D i XA i

TANGIBLE - WELL EQUIPMENT

CASING SIZE FEET $/FOOT
DRIVE PIPE 20" 40 100.00 |DWEB.150 4,000 S SONSSN NN $4,000
CONDUGCTOR PIPE ' DWEB.130 o N O,
WATER STRING DWEB.135, B N B S S S ]
SURFACE CASING 13-3/8" 250 42.00 |DWEB.140 11,000 PN OO S N B R $11,000
INTERMEDIATE CASING 8-5/8" 4,500 23.40  |DWEB.145 105,000 5™ % Tk $105,000
DRILLING LINER 7 DWEB. 145 RN NN
DRILLINGILINER DWEB.145 R RN
PRODUCTION CASING OR LINER 5 1/2" 9,800 15.90 PO NN N, Y DWEA. 100 156,000 $156,000
PRODUCTION TIE-BACK ' s RSN 5 [ DWEA 100
TUBING ! 27/8" 12,000 650 P ko N DWEA 105 78,000 $78,000
N/C WELL EQUIPMENT N N Y DWEA 115 $9.000 $9,000
WELLHEAD, TREE, CHOKES DWEB.115 12,000} DWEA.120 $28,000 $40,000
LINER HANGER, ISOLATION PACKER DWEB.100 DWEA. 125
PACKER, NIPPLES OO N ™, N | DWEA, 130 $110,000 $110,000
PUMPING UNIT, ENGINE N B NN N, DLEQL100 $78,000 $78,000
LIFT EQUIPMENT (BHP, Rods, Anchors) o S b O ] DLEQL105 $15.000 $15,000
TANGIBLE - LEASE EQUIPMENT
N/C LEASE EQUIPMENT 5 L, o | DLEQL115 $44,000 $44,000
TANKS, TANKS STEPS, STAIRS OO NS DLEQL120 $21,000 $21,000
BATTERY!(Heater Treater, Separator, Gas Treating Equipment) PN N N N S Y DLEQL125 $18,000 $18,000
FLOW LINES (Line Pipe-from wellhead to central facility) OO DLEQ 130 $1,000 $1,000
OFFSHORE PRODUGTION STRUCTURE FOR FACILITIES N R S DWEA 135, '
PIPELINES TO SALES SO N DwEA 140

]




SHAW INTERESTS, INC.

OIL & GAS PROPERTIES
P.O. BOX 9612 MIDLAND, TX 79708 (432) 685-1404

April 6, 2007

Maurice and Bernard Krasner
C/o Marguerite C. Buckley
9446 Litzsingle Road

St. Louis, MO 63144

Re: Oil & Gas Lease
W72 of Section 31
Township 14 South, Range 38 East
Lots 3,4, S2NW/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 thls matter. Should you have any questions, please do
not hesitate to call. :

~ Sincerely,

SHAW INTERESTS

73

Tim Lilley



OIL & GAS LEASE

THIS AGREEMENT made this 6" 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 sttata, 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/4ANE/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 abligation
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 oit 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. [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
compuied 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 afier 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 Lessce 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 Iease 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 ih 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 o . 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 R 2005; by Bémafd Krasner.

Notary Public, State of Missouri

My Commission Expires:




SHAW INTERESTS, INC.

OIL & GAS PROPERTIES
P.0. BOX 9612 MIDLAND, TX 79708 (432) 685-1404

April 17, 2007

Ralph H. Coburn
C/o Marguerite C. Buckley

9446 Litzsingle Road — ¢_eNDE&C t \/Q.(QA—%L%
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:

o $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

i

Maner B. Shaw



AUTHORIZATION FOR EXPENDITURE

COMPANY ENTITY : : ) DATE PREPARED
Cimarex Energy Co. : March 8, 2007
{ REGION 'WELL NAME WELL NO PROSPECT OR FIELD NAME PROPERTY NUMBER DRILLING AFE NO.
Permian Pyramid 1 Star-Denton
LocaTion  SHL 2210’ FSL & 430’ FWL COUNTY STATE TYPE WELL
BHL 330’ FSL & 430’ FWL olL X ExPL X
Sec 31, T14S, R38E N Lea New Mexico GAS PROD
ORIGINAL ESTIMATE X ' EST. START DATE EST. COMP. DATE FORMATION EST.TD
REVISED ESTIMATE ‘ 9800 TVD
SUPPLEMENTAL ESTIMATE N 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

C,dmments on Well Costs:
1. All tubulars, well or fease 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.

| 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 coverlng drilling (through completlon) with a
$1,000,000 (100% W.I.) deductible.

Cpmments 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 ORILLING AND COMPLETION MANAGER i REGIONAL MANAGER
Mark Audas, Sr. Drilling/CompIetioh Engineer |Doug Park, Mgr Drilling/Completion Operations Roger Alexander, Regional Manager
Permian Basin Offshore and Permian Regions Permian Basin

JOINT INTEREST APPROVAL
COMPANY BY DATE

4/16/2007 11:51 AM



PROJECT COST ESTIMATE

CIMARE)

LEASE NAME: Pyramid WELL NO.: 1

: DRY HOLE AFTER CASING| COMPLETED
INTANGIBLES Codes cOsT Codes POINT WELL COST
ROADS & LOGATION PREPARATION / RESTORATION DIDG.100 $100,000 | DIcC.100 $8,000 $108,000
DAMAGES DIDC 105 $4,000 | Dicc.105 $1,000 $5.000
MUD/FLUIDS DISPOSAL CHARGES DIDG 255 $20,000 | picc.235 $20,000 $40,000
DAY RATE 46 _DH DAYS 5 ACP DAYS @ 17430 PERDAY | DIDC.115 $801,780 | DICC.120 $87,150 $888,930
MISC PREPARATION COST (mouse hale, rat hole, pads, pile dlusters, misc.) DIDG. 120 $8,000 Pr N N $8,000
BITS DIDG. 125 $100,000 | DICC.125 $1,000 $101,000
FUEL $2.20 PER GALLON DIDC.135 $111,000 | picc.130 $11,000 $122,000
WATER / COMPLETION FLUIDS [ oioc.140 $32,200 | DICC 135 $25,000 $57,200
MUD & ADDITIVES _ DIDC.145 $64,400 hovonon oL O N $64,400
SURFACE RENTALS , DIDC. 150 $69,000 | DICC. 140 $45,000 $114,000
DOWNHOLE RENTALS DIDC.155 $144,000 | DICC.145 $10,000 $154,000
FORMATION EVALUATION (DST, Coring including evaluation, G&G SERVICES) DIDC. 160 R
MUD LOGGING 37DAYS @ $900 PER DAY DIDC.170 $47,000 I S P, S S S Y $47,000
OPEN HOLE LOGGING - DIDC.180 $65,000 [N N N N N $65,000
CEMENTING & FLOAT EQUIPMENT - DIDC.185 $50,000 | picc.155 $40,000 $90,000
TUBULAR INSPECTIONS DIDC. 190 $5,000 | DICC.160 $2,500 $7,500
CASING CREWS DIDC.195 $12,000 ] picc.165 $15,000 $27,000
EXTRA LABOR, WELDING, ETC. DIDC.200 $27,600 | DICC.170 $5,000 $32,600
LAND TRANSPORTATION (Trucking) DIDC.205 $32,200 | picc.175 $7,000 $39,200
SUPERVISION DIDC.210 $51,000 | DICC.180 $18,000 $69,000
TRAILER HOUSE/CAMP/CATERING - DIDC.280 $17,000 | DICC.255 $2,500 © $19,500
OTHER MISC EXPENSES DIDC.220 $5,000 | DICC.190 $5,000 $10,000
OVERHEAD DIDC.225 $14,000 | DICC.195 $4,200 $18,200
REMEDIAL CEMENTING DIDC.231 picc.215
MOB/DEMOB DIDG.240 $150,000 I S Ro% M A S N $150,000
DIRECTIONAL DRILLING SERVICES . 22 DAYS @ 9500 PER DAY | DIDC.245 $209,000 (AN S o s $209,000
DOCK, DISPATCHER, CRANE DIDC.250 DICC.230
MARINE & AIR TRANSPORTATION DIDC.275 DICC.250
SOLIDS CONTROL DIDC. 260 $166,000 D%, ™, % 50N ™ ™ | $166,000
WELL CONTROL EQUIP (Snubbing services) . DIDC.265 $28,000 | DICC.240 $16,800 $44,800
FISHING & SIDETRACK OPERATIONS . ~_{oic.2r0 DICC 245
COMPLETION RIG 14 DAYS @ 4400 PER DAY ho S RS N S DICC 115 $61,600 $61,600

COIL TUBING DAYS @ PER DAY BB pice.260 '

COMPLETION LOGGING, PERFORATING, WL UNITS, WL SURVEYS LSOO MRS ] piee 200 $35,000 $35,000
STIMULATION RO N 4 DICC 210 $220,000 $220,000
LEGAL/REGULATORY/GURATIVE DIDC.300 $10,000 | Dicc 280 $10,000
WELL CONTROL INSURANCE $0.35 PER FOOT DIDC.285 $3,000 [ oS P Y $3,000
CONTINGENCY 5% OF DRILLING INTANGIBLES DIDG.435 $117,000 | picc.220 $32,000 $149,000
CONSTRUCTION FOR WELL EQUIPMENT ) e ™ N e | DWEA. 110 $1,000 $1,000
CONSTRUGCTION FOR LEASE EQUIPMENT B S s N S WS DiEQ 110 $39,000 $39,000
CONSTRUCTION FOR SALES PIL S RN S N DICC. 265 '

TANGIBLE - WELL EQUIPMENT -

CASING’ - SIZE FEET $/FOOT

DRIVE PIPE 20" 40 100.00  |pweB.150 T R .. $4,000
CONDUCTOR PIPE . DWEB. 130 AR

WATER STRING DWEB.135 NN RO

SURFACE CASING 13-3/8" |' 250 4200 |pwes.140 11,0000% ™ 5, S %% % 5, | $11,000
INTERMEDIATE CASING | ssm" 4,500 2340 |DWEB145] 105,000k %M btk e o $105,000
DRILLING LINER 7" DWEB. 145 A RN

DRILLING LINER DWEB. 145 R

PRODUCTION CASING OR LINER 51/2" 9,800 15.90 [ N N, S, | DWEA. 100 156,000 $156,000
PRODUCTION TIE-BACK s oo N, [DwEA 100

TUBING 27/8" 12,000 B.50 I the N, M ™ DWEA 105 78,000 $78,000
N/C WELL EQUIPMENT » PN O, Y DWEA. 115 $9,000 $9,000
WELLHEAD, TREE, CHOKES DWEB. 115 12,000| DWEA. 120 $28,000 $40,000
LINER HANGER, ISOLATION PACKER DWEB.100 DWEA.125 .
PACKER. NIPPLES [ s, N, | DWEA 130 $110,000 $110,000
PUMPING UNIT, ENGINE SN L, | DLEQU100 $78.000 $78,000
LIFT EQUIPMENT (BHP, Rods, Anchors) S b S NS DLEQ.105 $15,000 $15,000
TANGIBLE - LEASE EQUIPMENT

N/C LEASE EQUIPMENT ' ] NN SN o | DLEQU11S $44,000 $44,000
TANKS, TANKS STEPS, STAIRS - O SOORS NS DLEQ 120 $21,000 | $21,000
BATTERY:(Heater Treater, Separator, Gas Treating Equipment) \\\\\:\\\\\\\\ DLEQ.1256 $18,000 $18,000
FLOW LINES (Line Pipe from wellhead to central facility) B NSO S NN | DLEQL130 $1,000 $1,000
OFFSHORE PRODUCTION STRUCTURE FOR FACILITIES b RN e N\ DWEA. 135 '

PIPELINES TO SALES ' SO ARSI N S DwEA 140




SHAW INTERESTS, INCGC.

. OlIL & GAS PROPERTIES
P.O0. BOX 9612 MIDLAND, TX 75708 ' (4a32) 6B85-1404

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, S2NW/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

=2

Tim Lilley



. OIL & GAS LEASE

THIS AGREEMENT made this 6 day of April, 2007, between Ralph H. Coburn, hereml 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. Louls, 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, Ieases 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, anid 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/ANE/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 quaatities. 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 drat. 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 natice 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 rehevc Lessee of the obllgatlon
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 considercd 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 dnllmg, 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 fi.) 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 dwellmg 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 fumished 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 whlch
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 conductmg 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.



. v

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. Cobumn

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:



SHAW INTERESTS, INC.

OIL & GAS PROPERTIES
P.0. BOX 9612 MIDLAND, TX 79708 (4a32) 685-1404

April 17,2007

Eugene F. Arnold
C/o Marguerite C. Buckley a

9446 Litzsingle Road — {_¢ N DEC AT G
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:

e 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: : E

o $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



CIMAREN

AUTHORIZATION FOR EXPENDITURE

COMPANY ENTITY DATE PREPARED
Cimarex Energy Co. March 8, 2007

| REGION WELL NAME WELL NO PROSPECT OR FIELD NAME PROPERTY NUMBER DRILLING AFE NO.

Permian ____ Pyramid 1 Star-Denton
Location  SHL 2210° FSL & 430° FWL COUNTY STATE TYPE WELL
BHL 330’ FSL & 430’ FWL olL X  EXPL X
Sec 31, T14S, R38E Lea New Mexico GAS PROD
ORIGINAL ESTIMATE X EST. START DATE EST. COMP. DATE FORMATION EST.TD
REVISED ESTIMATE 9800 TVD
SUPPLEMENTAL ESTIMATE 11600" MD
PROJECT DESCRIPTION:
Drill and complete a horizontal wolfcamp well.

DRY HOLE AFTER COMPLETED
INTANGIBLES COST CASING POINT WELL COST

Ihtangible 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
TQTAL 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: S
1. All tubulars, well or lease equipment is priced by COPAS and CEPS guidelines using the Historic Price Multiplier.

WELL CONTROL INSURANCE:

Uniess 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.

| 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. .

Cémments on AFE

The above costs are estimates only and anticipate trouble free operations without any foreseeable change in plans. The actual costs
méy 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
DRILLING AND COMPLETION MANAGER

PREPARED BY REGIONAL MANAGER

Roger Alexander, Regional Manager
Permian Basin

Doug Park, Mgr Drilling/Completion Operations

Mark Audas, Sr. Drilling/Completion Engineer
Offshore and Permian Regions

Permian Basin

JOINT INTEREST APPROVAL
[company BY DATE

4/16/2007 11:51 AM



N I VIR
CII”ARE PROJECT COST ESTIMATE
L
LEASE NAME: Pyramid WELL NO.: 1
‘ DRY HOLE AFTER CASING| COMPLETED
INTANGIBLES Codes COST Codes POINT WELL COST
ROADS & LOCATION PREPARATION / RESTORATION DIDC.100 $100,000 | oicc.100 $8,000 $108,000
DAMAGES DIDC.105 $4,000 | DICcC.105 $1,000 $5,000
MUD/FLUIDS DISPOSAL GHARGES DIDC.255 $20,000 | DIcC.235 $20,000 $40,000
DAY RATE 46 DH DAYS 5 ACP DAYS @ 17430 PER DAY _ | DIDC.115 $801,780 | DICC.120 $87,150 $668,930
MISC PREPARATION COST (mouse hole, rat hole, pads, pile clusters, misc.) DIDC.120 $8,000 P N N $8,000
BITS DIDC.125 $100,000 | DICC.125 $1,000 $101,000
FUEL $2.20 PER GALLON DIDC.135 $111,000 | picc.130 $11,000 $122,000
WATER / COMPLETION FLUIDS DIDC.140 $32,200 | picc.135 $25,000 $57,200
MUD & ADDITIVES DIDC.145 564,400 b e S $64,400
SURFACE RENTALS DIDC.150 $69,000 | DICC.140 ) $45,000 $114,000
DOWNHOLE RENTALS DIDC.155 $144,000 | picc.145 $10,000 $154,000
FORMATION EVALUATION (DST, Coring including evaluation; G&G SERVICES) DIDC.160 NS
MUD LOGGING - 37DAYS @ $900 PER DAY DIDC.170 $47.000 ]y NN S Y $47,000
OPEN HOLE LOGGING ' DIDC. 180 $65,000 [N 5en h N N $65,000
CEMENTING & FLOAT EQUIPMENT DIDGC.185 $50,000 | picc.155 $40,000 $90,000
TUBULAR INSPECTIONS DIDC.190 $5,000 | DICC.160 $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) DIDC.205 $32,200 | DICC.175 $7,000 $39,200
SUPERVISION DIDC.210 $51,000 | picc.180 $18,000 $69,000
TRAILER HOUSE/CAMP/CATERING DIDC.280 $17,000 | DICC.255 $2,500 $19,500
OTHER MISC EXPENSES ' DIDC.220 $5,000 | DIcc.190 $5,000 $10,000
OVERHEAD DIDC.225 $14,000 | DICC.195 $4,200 $18,200
REMEDIAL CEMENTING DIDC.231 DICC.215
MOB/DEMOB DIDC.240 $150,000 P N e B e By e Y $150,000
DIREGTIONAL DRILLING SERVICES 22 DAYS @ 9500 PER DAY | DIDC.245 $209,000 [N S N $209,600
DOCK, DISPATCHER, CRANE DIDC.250 DICC.230
MARINE & AIR TRANSPORTATION DIDC.275 DICC.250 ‘
SOLIDS GONTROL DIDC.260 $166,000 L% ™ $166,000
WELL CONTROL EQUIP (Snubbing services) DIDG.265 $28,000 | DICC.240 $16,800 $44,800
FISHING & SIDETRACK OPERATIONS DIDC.270 DICC.245
COMPLETION RIG 14 DAYS @ 4400 PER DAY dossookoaanoaa ] nicc.11s $61,600 $61,600
COIL TUBING DAYS @ PER DAY P \\\\\Q DICC.260
COMPLETION LOGGING, PERFORATING, WL UNITS, WL SURVEYS oo NSRS T pice.200 $35,000 $35,000
STIMULATION o kS S s S ] DICC.210 $220,000 $220,000
LEGAL/REGULATORY/CURATIVE DIDC.300 $10,000 | DICC.280 $10,000
WELL CONTROL INSURANCE $0.35 PER FOOT DIDC.285 $3,000 NN e i S $3,000
CONTINGENCY 5% OF DRILLING INTANGIBLES DIDC.435 $117,000 | Dicc.220 $32,000 $149,000
CONSTRUCTION FOR WELL EQUIPMENT P N N N, Y DWEA. 110 $1,000 $1,000
CONSTRUCTION FOR LEASE EQUIPMENT oS S S S bEario $39,000 $39,000
CONSTRUCTION FOR SALES P/L RN R S % o DICC 265

TANGIBLE - WELL EQUIPMENT _

CASING SIZE FEET $/FOOT

DRIVE PIPE 20" 40 100.00 _|owEs. 150 4,000 NN S $4,000
CONDUCTOR PIPE DWEB. 130 e T S M

WATER STRING DWEB. 135 B T i

SURFACE CASING 13-3/8" 250 4200 |owes.140 11,0005 5 5N 5 5 | $11,000
INTERMEDIATE CASING 8-5/8" 4,500 2340 |DwEB.145 105,000 % N L N $105,000
DRILLING LINER 7" DWEB. 145 AN

DRILLING LINER DWEB. 145 N RN Y

PRODUCTION CASING OR LINER 51/2" 9,800 15.90  Prod e % 5, | DWEA. 100 156,000 $156,000
PRODUCTION TIE-BACK S O N S S T DwEA 100 .

TUBING 27/8" 12,000 650 I i ke N S N DWEA 105 78,000 $78,000
N/C WELL EQUIPMENT P ™ M M N SN, Y DWEA. 115 $9,000 $9,000
WELLHEAD, TREE, CHOKES DWEB.115 12,000 DWEA 120 $28,000 $40.000
LINER HANGER, ISOLATION PACKER DWEB. 100 DWEA 125

PACKER, NIPPLES B P N S ] DWEA 130 $110,000 $110,000
PUMPING UNIT, ENGINE o ], S | DLEQL100 $78,000 $78,000
LIFT EQUIPMENT (BHP, Rods, Anchors) bk s s S S S pLEa 105 $15,000 $15,000
TANGIBLE - LEASE EQUIPMENT -

N/C LEASE EQUIPMENT s N S N oS DLEQ .15 $44,000 | $44,000
TANKS. TANKS STEPS, STAIRS by b S DLEQU120 $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) N N OO NN DLEQ 130 $1,000 $1,000
OFFSHORE PRODUCTION STRUGTURE FOR FACILITIES bR s DwEA 135 '
PIPELINES TO SALES R R e

FOFAL SR G e | s Ta 2 000 |

P&A COSTS DIDC.205 60,000] picC.275 (60,000)

O A GOSTA e TRL R ey




SHAW INTERESTS, INC.

OlL & GAS PROPERTIES
P.D.. BOX 9612 MIDLAND, TX 79708 ; ‘(432) 685-1404

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, S2NW/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

s

Tim Lilley



OIL & GAS LEASE

THIS AGREEMENT made this 6" 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. Lou:s, 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 Fast
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 {and 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;
() and af 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 praduced 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 sich 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 welis, 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 conductmg 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 royaities 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.

Eugene F. Amold

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:




SHAW INTERESTS, INC.

OIL & GAS PROPERTIES
P.0O0. BOX 9612 MIDLAND, TX 79708 ’ (432) 6B85-1404

April 17, 2007

R. E. Carter
C/o Marguerite C. Buckley

9446 Litzsingle Road— { ¢ NDEC ( VGRATCE
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:

- o 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 p'ooling,»you have the option to lease your minerals at the terms previously proposed
being: ' o ' '

o $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 DATE PREPARED
Cimarex Energy Co. March 8, 2007
¢ REGION WELL NAME WELL NO PROSPECT OR FIELD NAME PROPERTY NUMBER DRILLING AFE NO.
Permian Pyramid 1 “Star-Denton
LocaTion  SHL 2210’ FSL & 430’ FWL COUNTY STATE TYPE WELL
BHL 330’ FSL & 430’ FWL oiL X expe _ X
Sec 31, T14S, R38E Lea New Mexico GAS PROD )
ORIGINAL ESTIMATE X EST. START DATE ~ EST. COMP. DATE FORMATION EST. 7D
REVISED ESTIMATE 9800 TVD
SUPPLEMENTAL ESTIMATE 11600° MD
PROJECT DESCRIPTION:
Driill and complete a horizontal wolfcamp well.
DRY HOLE AFTER COMPLETE_D
INTANGIBLES COST CASING POINT WELL COST
lﬁtangible 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 Muitiplier.

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.

| 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 redriling and clean-up/pollution expense covering drilling (through completion) W|th a
$1 000,000 (100% W.1.) 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.

H#VALUE!

CIMAREX ENERGY CO. APPROVAL
DRILLING AND COMPLETION MANAGER

PREPARED BY REGIONAL MANAGER

Roger Alexander, Regional Manager
Permian Basin

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

Mark Audas, Sr. Drilling/Completion Engineer
Permian Basin

JOINT INTEREST APPROVAL
COMPANY BY o DATE

4/16/2007 11:51 AM



cmary' I8

PROJECT COST ESTIMATE

WELL NO.:

LEASE NAME: Pyramid 1
v DRY HOLE AFTER CASING| COMPLETED

INTANGIBLES Codes COSsT Codes POINT WELL COST
ROADS & L OCATION PREPARATION / RESTORATION DIDC.100 $100,000 | Dicc.100 $8,000 $108,000
DAMAGES DIDC.105 $4,000 | Dicc.105 $1,000 $5,000
MUD/FLUIDS DISPOSAL CHARGES DIDC.255 $20,000 | picc.235 $20,000 $40,000
DAY RATE 46 DH DAYS 5 ACP DAYS @ 17430 PERDAY | DIDC.115 $801,780 | DICC.120 $87,150 $688,930
MISC PREPARATION COST (mouse hole, rat hole, pads, pile clusters, misc.) DIDC.120 58,000 [ S NN $8,000
BITS DIDC.125 $100,000 | picc.125 $1,000 $101,000
FUEL $2.20 PER GALLON oipc.13s|  $111,000 [ bicc.130 $11,000 $122,000
WATER / COMPLETION FLUIDS DIDC.140 $32,200 | picc.13s $25,000 $57,200
MUD & ADDITIVES DIDC. 145 $64.400 B e N N $64,400
SURFACE RENTALS DIDC.150 $69,000 | Dicc.140 $45,000 $114,000
DOWNHOLE RENTALS DIDC.155 $144,000 | picc.145 $10,000 $154,000
FORMATION EVALUATION (DST, Coring including evaluation, G&G SERVICES) DIDC. 160 O L
MUD LOGGING 37 DAYS @ $900 PER DAY DIDC.170 $47,000 BN MBS 5 5 Y $47,000
OPEN HOLE LOGGING ' B DIDC.180 565,000 1% SN N N N N $65,000
CEMENTING & FLOAT EQUIPMENT DIDC.185 $50,000 | Dicc.155 $40,000 $90,000
TUBULAR INSPECTIONS DIDC.190 $5,000 | DICC.160 $2,500 $7,500
CASING CREWS DIDC.195 $12,000 | picc.165 $15,000 | $27,000
EXTRA LABOR, WELDING, ETC. DIDC.200 $27,600 [ picc.170 $5,000 $32,600
LAND TRANSPORTATION (Trucking) DIDC.205 $32,200 | Dicc.175 $7,000 "~ $39,200
SUPERVISION DIDC.210 $51,000 | picc.180 $18,000 $69,000
TRAILER HOUSE/CAMP/CATERING DIDC.280 $17,000 | DICC.255 $2,500 $19,500
OTHER MISC EXPENSES DIDC.220 $5,000 | picc.190 $5,000 $10,000
OVERHEAD DIDC.225 $14,000 | DICC.195 $4,200 $18,200
REMEDIAL CEMENTING DIDC.231 DICC.215
MOB/DEMOB DIDC.240 $150,000 I S SOR S A S S Y $150,000
DIRECTIONAL DRILLING SERVICES 22 DAYS @ 9500 PER DAY | DIDC.245 $209.000 [ NN M N $209,000
DOCK, DISPATCHER, CRANE DIDC.250 DICC.230 '
MARINE & AIR TRANSPORTATION DIDC.275 DICC.250
SOLIDS CONTROL DIDC.260 $166,000 [ ™ S S $166,000
WELL CONTROL EQUIP (Snubbing services) DIDC.265 $28,000 | DICC.240 $16,800 $44,800
FISHING & SIDETRACK OPERATIONS DIDC.270 . | oiccass
COMPLETION RIG 14 DAYS @ 4400 PER DAY b oo pice.11s $61,600 $61,500

COIL TUBING DAYS @ PER DAY B s B M piec.260
COMPLETION LOGGING, PERFORATING, WL UNITS, WL SURVEYS SO N SN | Dice.200 $35,000 $35,000
STIMULATION o T ) DICC.210 $220,000 $220,000
LEGAL/REGULATORY/CURATIVE DIDC.300 $10,000 | DICC.280 $10,000
WELL CONTROL INSURANCE $0.35 PER FOOT DIDC 285 e o $3,000
CONTINGENGY 5% OF DRILLING INTANGIBLES DIDC.435 $117,000 | DIcC.220 $32,000 $149,000
CONSTRUCTION FOR WELL EQUIPMENT P N T, Y DWEA. 110 $1,000 $1,000
CONSTRUCTION FOR LEASE EQUIPMENT R RN $39,000 $39.000
CONSTRUGTION FOR SALES PIL NN RSO e Y DICC.265

TANGIBLE - WELL EQUIPMENT

CASING ' SIZE FEET $/FOOT
DRIVE PIPE 20" 40 100.00  |owEB.150 A e $4,000
CONDUCTOR PIPE DWEB.130 o, O N N S
WATER STRING DWEB.135 A A
SURFAGE CASING 13-3/8" 250 42.00  |pwEB.140 11,000 [5OSR S N $11,000
INTERMEDIATE CASING 8-5/8" 4,500 2340  |DWEB.145 105,000 b NN SO NN N $105,000
DRILLING LINER 7" DWEB.145 OB
DRILLING LINER DWEB_145 NN
PRODUCTION CASING OR LINER 51/2" 9,800 15,90 [N SN NN, Y DWEA. 100 156,000 $156,000
PRODUCTION TIE-BACK O S S JowEa 100
TUBING 278" 12,000 650 IR S NN M N DWEA 105 78,000 $78,000
N/C WELL EQUIPMENT RN S N N Y owEA 115 $9,000 $9,000
WELLHEAD, TREE, CHOKES DWEB.115 12,000|owWEA 120 $28,000 $40,000
LINER HANGER, ISOLATION PACKER DWEB.100 DWEA 125
PACKER, NIPPLES PO N N S, 5 DWEAL 130 $110,000 $110,000
PUMPING,UNIT, ENGINE , oo O N bLea.1oo $78,000 $78,000
LIFT EQUIPMENT (BHP, Rods, Anchors) b e s W DLEQ 105 $15,000 $15.000
TANGIBLE - LEASE EQUIPMENT
N/C LEASE EQUIPMENT 5 O NN SN DLEQUs $44,000 $44,000
TANKS, TANKS STEPS, STAIRS o ke O ] DLEQ 120 $21,000 $21,000
BATTERY (Heater Treater, Separator, Gas Treating Equipment) P ™ N ™ S | DLEQL125 $18,000 $18,000
FLOW LINES (Line Pipe from wellhead to central facility) N \\\ \\\\ I DLEQ.130 $1,000 $1,000
OFFSHORE PRODUCTION STRUCTURE FOR FACILITIES e S e N DWEA 135 '
PIPELINES TO SALES oo N N S M DwEA 140
R R R B
DIDC.295 60,000| picc.275 (60,000)




SHAW INTERESTS, INC.

, OIL & GAS PROPERTIES
P.0. BOX 9612 MIDLAND, TX 79708 (432) 685-1404

April 6,2007

R.E. Carter

C/o Marguerite C. Buckley

9446 Litzsingle Road . 4 1
St. Louis, MO 63144 '

Re: Oil & Gas Lease
W/2 of Section 31
Township 14 South, Range 38 East
Lots 3, 4, S2NW/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 attentlon to this matter. Should you have any questions, please do
not hesitate to call. :

Sincerely;

SHAW INTERESTS

Ty

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. Louns, MO 63144, and Shaw Interests, Inc. whose address is
P.0. 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 excluswely 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 bé 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 crdinary
plow depth, and no well shall be drilled within two hundred feet (200 fi.) 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 a551gnee 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 Wthh
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 iease 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:




SHAW INTERESTS, INC.

OIL & GAS PROPERTIES
P.O. BOX 9612 MIDLAND, TX 79708 : (432) 685-1404

April 17, 2007

Helen Pape
Cl/o Marguerite C. Buckley

9446 Litzsingle Road  — 0o \DYe=¢ (U %ZA‘%L,;
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
e Bottom Hole Location: 330’ FSL & 430’ FWL

Enclosed is a detailed AFE reﬂecﬁng estimated well costs.

If you wish to participate and pay your proportionate share of well costs, pleaée 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:

e $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



COMPANY ENTITY

CIMARE

AUTHORIZATION FOR EXPENDITURE

DATE PREPARED

Cimarex Energy Co. March 8, 2007

i REGION WELL NAME WELL NO PROSPECT OR FIELD NAME PROPERTY NUMBER DRILLING AFE NO.

Permian Pyramid 1 Star-Denton
LocaTIoN . SHL 2210° FSL & 430° FWL COUNTY STATE TYPE WELL
BHL 330’ FSL & 430’ FWL olL X ExpL X
Sec 31, T14S, R38E Lea New Mexico GAS PROD
ORIGINAL ESTIMATE CX EST. START DATE EST. COMP. DATE FORMATION EST.TD
REVISED ESTIMATE ' 9800 TVD
SUPPLEMENTAL ESTIMATE 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

Q 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 . $3,865,93O

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
lnsurance 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 provnde the certificate of insurance, as provided herein, will result in your being covered by
msurance 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.1.) 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.1.) deductible:

Cpmments 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.

HVALUEI

CIMAREX ENERGY CO. APPROVAL
DRILLING AND COMPLETION MANAGER

PREPARED BY REGIONAL MANAGER

Roger Alexander, Regional Manager
Permian Basin

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

i
Mark Audas, Sr. Drilling/Completion Engineer
Permian Basin

JOINT INTEREST APPROVAL

COMPANY BY DATE

4/16/2007 11:51 AM



i

CIMAREX

PROJECT COST ESTIMATE

LEASE NAME: Pyramid WELL NO.: 1
' A
! DRY HOLE AFTER CASING| COMPLETED
INTANGIBLES , Codes COST Codes POINT WELL COST
ROADS & LOGATION PREPARATION / RESTORATION DIDC. 100 $100,000 | pIcC.100 $8,000 $108,000
DAMAGES DIDC.105 $4,000 | pIcC.105 $1,000 $5,000
MUD/FLUIDS DISPOSAL CHARGES DIDC.255 $20,000 | DIcC.235 $20,000 $40,000
DAY RATE 46 DH DAYS 5 ACP DAYS @ 17430 PER DAY | DIDC 115 $801,780 | DICC.120 $87,150 $888,930
MISC PREPARATION COST (mouse hole, rat hole, pads, pile clusters, misc.) DIDC.120 58,000 [ ™% i o e ] $8,000
BITS ' DIDC.125 $100,000 | DicC.125 $1,000 $101,000
FUEL $2.20 PER GALLON DIDC.135 $111,000 | Dicc.130 $11,000 $122,000
WATER / COMPLETION FLUIDS DIDC.140 $32,200 | picc.135 $25,000 $57,200
MUD & ADDITIVES DIDC.145 $64,400 Lo s A N $64,400
SURFACE RENTALS DIDC.150 $69,000 | DICC.140 $45,000 $114,000
DOWNHOLE RENTALS DIDC. 155 $144,000 | pIcC 145 $10,000 $154,000
FORMATION EVALUATION (DST, Coring including evaluation, G&G SERVICES) DIDG.160 SN TN,
MUD LOGGING 37DAYS @ $900 PER DAY DIDC.170 $47,000 Ao S RO S S Y $47,000
OPEN HOLE LOGGING ' DIDC.180 $65,000 [ o e s $65,000
CEMENTING & FLOAT EQUIPMENT DIDC.185 $50,000 | DicC.155 $40,000 $90,000
TUBULAR INSPECTIONS DIDC.190 $5,000 | Dicc.160 $2,500 $7,500
CASING CREWS DIDC.195 $12,000 | picc 165 $15,000 $27,000
EXTRA LABOR, WELDING, ETG. DIDC.200 $27,600 | picC.170 $5,000 $32,600
LAND TRANSPORTATION (Trucking)’ DIDC.205 $32,200 | DIcC.A75 $7,000 $39,200
SUPERVISION DIDC.210 $51,000 | picc.180 $18,000 $69,000
TRAILER HOUSE/CAMP/CATERING DIDC.280 $17,000 | picc 255 $2,500 $19,500
OTHER MISG EXPENSES DIDC 220 $5,000 | picc.190 $5,000 $10,000
OVERHEAD DIDC.225 $14,000 | picc.195 $4,200 $18,200
REMEDIAL CEMENTING DIDC 231 DICC.215
MOB/DEMOB DIDC.240 $150,000 M SRR SRR NN $150,000
DIRECTIONAL DRILLING SERVICES 22 DAYS @ 9500 PER DAY | DIDC.245 5209,000 [ S on S e $209,000
DOCK, DISPATCHER, CRANE DIDC.250 DICC.230 )
MARINE & AIR TRANSPORTATION DIDC.275 DICC.250
SOLIDS CONTROL DIDC.260 $166,000 [M s N $166,000
WELL CONTROL EQUIP (Snubbing services) DIDC.265 $28,000 | DICC.240 $16,800 $44,800
FISHING & SIDETRACK OPERATIONS DIDC.270 DICC.245
COMPLETION RIG 14 DAYS @ 4400 PER DAY b b s s Dicc.s $61,600 $61,600
- COIL TUBING DAYS @ PER DAY PO Dice.260
COMPLETION LOGGING, PERFORATING, WL UNITS, WL SURVEYS oA ] pice 200 $35,000 $35,000
STIMULATION ’ b NN %, ] DICC 210 $220,000 $220,000
LEGAL/REGULATORY/CURATIVE DIDC.300 $10,000 | DICC.280 $10,000
WELL CONTROL INSURANCE $0.35 PER FOOT DIDC. 285 $3,000 oSS S s Y $3,000
CONTINGENCY’ 5% OF DRILLING INTANGIBLES DIDGC.435 $117,000 | DICC.220 © $32,000 $149,000
CONSTRUCTION FOR WELL EQUIPMENT e e | DWEA. 110 $1,000 $1,000
CONSTRUCTION FOR LEASE EQUIPMENT S S| DLEQ.110 $39,000 $39,000
oS NN picc ges

CONSTRUCTION FOR SALES P/L

R A oML MRy

ERET

TANGIBLE - WELL EQUIPMENT

CASING SIZE FEET $/FOOT

DRIVE PIPE 20" 40 100.00  |[owes.150 T e ey $4,000

CONDUCTOR PIPE DWEB.130 LN L N N N

WATER STRING DWEB.135 B T e

SURFACE CASING 13-3/8" 250 42.00  |owes.140 11,000 % % SN RO $11,000

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

DRILLING LINER 7" DWEB. 145 b S O SRS

DRILLING LINER DWEB. 145 R RN

PRODUCTION CASING OR LINER 5 172" 9,800 1590 PSSO, {owea 100 156,000 $156,000

PRODUCTION TIE-BACK NN s N DwEA 100

TUBING ' 27/8" 12,000 650 P oS s N W DwEa 105 78,000 $78,000

N/C WELL EQUIPMENT P N, | DWEA. 115, $9,000 $9,000

WELLHEAD, TREE, CHOKES DWEB.115 12,000|DWEA.120 $28,000 $40,000

LINER HANGER, ISOLATION PACKER DWEB.100 DWEA.125 ‘

PACKER, NIPPLES o e e | DWEA 130 $110,000 $110,000

PUMPING UNIT, ENGINE L SO NN N S| DLEQL100 $78,000 $78,000

LIFT EQUIPMENT (BHP, Rods, Anchors) N CR O S % N DLEQ 105 $15,000 $15,000

TANGIBLE - LEASE EQUIPMENT

N/C LEASE EQUIPMENT o N s N N | DLEQLS $44,000 $44,000

TANKS, TANKS STEPS, STAIRS bSO RS S DUEQ 120 $21,000 $21,000

BATTERY (Heater Treater, Separator, Gas Treating Equipment) P SO S NN S N, Y DLEQL125 $18,000 $18,000

FLOW LINES {Line Pipe from wellhead ta central facility) N NS T DLEQ 130 $1,000 $1,000

OFFSHORE PRODUCTION STRUGTURE FOR FAGILITIES b N N DWEA 135 '
POSRS NN Nowen 140

PIPELINES TO SALES




SHAW INTERESTS, INC.

OIL & GAS PROPERTIES -
P.0O. BOX 9612 MIDLAND, TX 79708 (432) 685-1404

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, S2NW/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

7;/;1%

Tim Lilley



OIL & GAS LEASE

THIS AGREEMENT made this 6™ day of April, 2007, between Helen Pape, herein dealiné in her sole and separate property, as Lessor
(whethér 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 hercin provided and of the
agreements of the Lessee herein contained, hereby grants, leases and lets exclusnvely 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 followmg 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 contamed this lease shall remain in force for a term of Three (3) years from thls date (called "primary term") and as long
thereafter as oil or gas is produccd from said land or from land with which said land is pooled. :

3. The royalties to be paid by Lessee are: () 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 cxplratlon 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 0il 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 dnllmg or for reworking within 60 days thereafter. If any drilling, additional drilling, or reworking operations hereunder result in
production, then this lease shall remam 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 afl 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 {and 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 changc 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 thlS lease in whole or.in part shall, to the extent of such assignment, relieve and discharge Lessee of any obligations
hereunder and, if Lesse¢ 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 assngnee 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.

1. 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:
Y .



SHAW INTERESTS, INC.

aiL & GAS PROPERTIES :
P.0. BOX 9612 . MIDLAND, TX 79708 (432) 685-1404

April 17, 2007

C. H. Stevenson
. C/o Marguerite C. Buckley

9446 Litzsingle Road — (¢ e At DT U‘CZ.ABCf’
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 locatlon 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 prbportionate 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 poohng, you have the option to lease your minerals at the terms previously proposed
being:

e $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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CIMARE)
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AUTHORIZATION FOR EXPENDITURE

COMPANY ENTITY DATE PREPARED
 [Cimarex Energy Co. March 8, 2007

| REGION WELL NAME WELL NO PROSPECT OR FIELD NAME PROPERTY NUMBER DRILLING AFE NO.

Permian Pyramid 1 Star-Denton
LocATioN  SHL 2210’ FSL & 430’ FWL COUNTY STATE TYPE WELL
BHL 330’ FSL & 430° FWL ol X et _ X
Sec 31, T14S, R38E l.ea New Mexico GAS PROD
ORIGINAL ESTIMATE X EST. START DATE EST. COMP. DATE FORMATION EST.TD
REVISED ESTIMATE 9800  TVD
SUPPLEMENTAL ESTIMATE 11600° MD
PROJECT DESCRIPTION:
Drill and complete a horizontal wolfcamp well.

DRY HOLE AFTER COMPLETED
INTANGIBLES COST CASING POINT WELL COST

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

‘1 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

C:omments 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.

| 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.1.) deductible.

Cgmments 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. :

HVALUE!

CIMAREX ENERGY CO. APPROVAL
DRILLING AND COMPLETION MANAGER

PREPARED BY REGIONAL MANAGER

Roger Alexander, Regional Manager
Permian Basin

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

Mark Audas, Sr. Driling/Completion Engineer
Permian Basin

JOINT INTEREST APPROVAL

COMPANY BY DATE

4/16/2007 11:51 AM



PROJECT COST ESTIMATE

LEASE;NAME: Pyramid WELL NO.: 1
; . . DRY HOLE AFTER CASING| COMPLETED
INTANGIBLES : Codes COsT Codes POINT WELL COST
ROADS & LOCATION PREPARATION / RESTORATION DIDC.100 $100,000 | picc.100 $8,000 $108,000
DAMAGES DIDC.105 $4,000 | picc.105 $1,000 $5,000
MUD/FLUIDS DISPOSAL CHARGES pIDC255] - $20,000 | picc.235 $20,000 $40,000
DAY RATE 46 DH DAYS 5 ACP DAYS @ 17430 PER DAY | DIDC.115 $801,780 | picc.120 $87,150 888,930
MISC PREPARATION COST (mouse hole, rat hole, pads, pile clusters, misc.) DIDC.120 58,000 P o o] $8.000
BITS ! DIDC.125 $100,000 | DICC.125 $1,000 $101,000
FUEL $2.20 PER GALLON DIDC.135 $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 b o - $64,400
SURFACE RENTALS L DIDC.150 $69,000 | DICC.140 $45,000 $114,000
DOWNHOLE RENTALS ‘ DIDC.155|  $144,000 [Dicc145| $10,000 $154,000
FORMATION EVALUATION (DST, Coring including evaluation, G&G SERVIGES) DIDC.160 ’ RN
MUD LOGGING . 37DAYS @ $900 PER DAY DIDC.170 $47,000 P M BN s S Y $47,000
OPEN HOLE LOGGING ' - DIDC.180 565,000 [N N N ] $65,000
CEMENTING & FLOAT EQUIPMENT DIDC. 185 $50,000 | DICC.155 ~ $40,000 $90,000
TUBULAR INSPECTIONS ' DING.190 $5,000 | DICC.160 $2,500 | $7,500
CASING CREWS DIDC.195 $12,000 | DICC.165 $15,000 $27,000
EXTRA LABOR, WELDING, ETC. DIDC.200 $27,600 | picc.170 $5,000 $32,500
LAND TRANSPORTATION (Trucking) ' DIDC.205 $32,200 | DicC.175 $7,000 $39,200
SUPERVISION - DIDC.210 $51,000 | DICC.180 $18,000 $69,000
_[TRAILER HOUSE/CAMP/CATERING DIDC.280 $17,000 | DICC.255 $2,500 $19,500
OTHER MISC EXPENSES DIDG.220 $5,000 | DICC.190 $5.000 $10,000
OVERHEAD DIDC.225 514,000 | picc.195 $4,200 $18,200
REMEDIAL CEMENTING DIDC 231 DICC.215
MOB/DEMOB . {oinc.240 $150,000 I S b e Y $150,000
DIRECTIONAL DRILLING SERVICES 22 DAYS .@ 9500 PER DAY | DIpC.245 $209,000 [N P $209,000
DOCK, DISPATCHER, CRANE DIDC.250 DICC.230
MARINE & AIR TRANSPORTATION DIDC.275 DICC.250
SOLIDS CONTROL DIDC. 260 $166,000 1% ™ ™ % S0 $166,000
WELL CONTROL EQUIP (Snubbing services) ' DIDC.265 $28,000 | DICC.240 $16,800 $44,800
FISHING & SIDETRACK OPERATIONS ‘ DIDC.270 DICC.245
COMPLETION RIG 14 DAYS @ 4400 PER DAY e Tk, ] DICC.115 $61,600 $61,600
COIL TUBING DAYS @ PER DAY NP S ] DICC.260
COMPLETION LOGGING, PERFORATING, WL UNITS, WL SURVEYS oo s S Tpiccaoo| . 835,000 $35,000
STIMULATION - % b S S S s ] DICC.210 $220,000 $220,000
LEGAL/REGULATORY/CURATIVE DIDC.300 $10,000 | DICC.280 ’ $10,000
WELL CONTROL INSURANCE $0.35 PER FOOT DIDC.285 $3,000 Ioson M B S Y $3,000
CONTINGENGY 5% OF DRILLING INTANGIBLES DIDC.435 $117,000 | picc.220 $32,000 $149,000
CONSTRUCTION FOR WELL EQUIPMENT RSO N  DWEA 10 $1,000 $1,000
CONSTRUCTION FOR LEASE EQUIPMENT .. o O N N W [ oea 1o $39,000 $39,000

CONSTRUCTION FOR SALES PIL ool N S N pice 2es
T R R e e T e

INTANGIB

m_i...,. -
Mhrdd

TANGIBLE - WELL EQUIPMENT

CASING! SIZE FEET $/FOOT

DRIVE PIPE 20" 40 100.00 |pwes.150 4,000 NSO MRS SAN $4,000
CONDUCTOR PIPE DWEB. 130 o

WATER STRING DWEB.135 AR A

SURFACE CASING " 13-3/8" 250 42.00  Jowes1a0] 11,000 N NN RN SN N N $11,000
INTERMEDIATE CASING 8-5/8" 4,500 23.40  |DwEB.145 105,000 % MM kN N S N, Sy $105,000
DRILLING LINER 7" DWEB. 145 o P s N

DRILLING LINER DWEB. 145 s A N

PRODUCTION CASING OR LINER 5 1/2" 9,800 15.90 [N N NN, | DWEA. 100 156,000] . $156,000
PRODUGTION TIE-BACK S S NS S owEea 100

TUBING ' 278" 12,000 650 hosom b S S S N  Dwea 105 78,000 $78,000
N/C WELL EQUIPMENT PN T S A DWEA. 115 $9,000 $9,000
WELLHEAD, TREE, CHOKES DWEB.115 12,000]|DWEA.120 $28,000 $40,000
LINER HANGER, ISOLATION PACKER DWEB.100 DWEA 125

PACKER, NIPPLES o e N e ] DWEA 130 $110,000 $110,000
PUMPING UNIT, ENGINE ' o L, | DLEQU100 $78,000 $78,000
LIFT EQUIPMENT (BHP, Rods, Anchors) .. RN b S s DLEQU105 $15,000 $15,000
TANGIBLE - LEASE EQUIPMENT '

N/C LEASE EQUIPMENT ' e sl N S [ DLEQU11S $44,000 $44,000
TANKS, TANKS STEPS, STAIRS ' S I, ™ DLEQL120 $21,000 $21,000
BATTERY (Heater Treater, Separator, Gas Treating Equipment) Py s [, N %, % DLEQ.125 $18,000 $18,000
FLOW LINES (Line Pipe from wellhead to central facility) A R $1000 .. $1,000
OFFSHORE PRODUCTION STRUCTURE FOR FACILITIES Lo o o S DWEA 135 B

PIPELINES TO SALES R - P N N NS Y DWEA 140

P&A COSTS . DIDC.295 60,000| DICC.275 (60,000)




SHAW INTERESTS, INC.

OIL & GAS PROPERTIES
P.O. BOX 9612 MIDLAND, TX 79708 (432) 685-1404

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, S2NW/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

M

Tim Lilley



OIL & GAS LEASE

THIS AGREEMENT made this 6" 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: N

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;
() 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 shail 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 royelties 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, Lessec 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 provnsnon 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 ail -
purposes, except the payment of royalty, as operations conducted upon or production from the land describéd 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 recordmg 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 tand 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 fand 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 £.) 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 failurc 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 Jess 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 partles named above as Lessors fail to execute this lease, it shall nevertheless be binding
upon the party or partles 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 sitvated; 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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SHAW INTERESTS, INC.

_ OlL & GAS PROPERTIES .
P.0. BOX 9612 MIDLAND, TX 79708 (432) 685-1404

April 17,2007 )

Jennie Spack .
C/o Marguerite C. Buckley

9446 Litzsingle Road — (_Aa D (U Y @ A= E
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:

o 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:

o $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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W C/MARE)
‘ AUTHORIZATION FOR EXPENDITURE

i

COMPANY ENTITY DATE PREPARED
Cimarex Energy Co. S March 8, 2007
i REGION WELL NAME - WELL NO PROSPECT OR FIELD NAME PROPERTY NUMBER DRILLING AFE NO.
Permian Pyramid 1 Star-Denton v
LocaTIoON  SHL 2210’ FSL & 430’ FWL COUNTY STATE TYPE WELL
BHL 330’ FSL & 430’ FWL } oL X ExpL X
Sec 31, T14S, R38E Lea New Mexico GAS PROD
ORIGINAL ESTIMATE X EST. START DATE . EST. COMP. DATE FORMATION EST. 7D
REVISED ESTIMATE 9800 TVD
SUPPLEMENTAL ESTIMATE - 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
TPTAL TANGIBLE WELL COST - 132,000 558,000 690,000
P;LUG AND ABANDON COST 60,000 (60,000)
TQTAL 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.

| 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.

J

#VALUE!

CIMAREX ENERGY CO. APPROVAL

PREPARED BY DRILLING AND COMPLETION MANAGER REGIONAL MANAGER
Mark Audas, Sr. DrilIing/CompIétion Engineer |Doug Park, Mgr Drilling/Completion Operations Roger Alexander, Regional Manager
Permian Basin ) Offshore and Permian Regions Permian Basin

JOINT INTEREST APPROVAL
CQMPANY BY DATE

4/16/2007 11:51 AM



PROJECT COST ESTIMATE

LEASE NAME: Pyramid WELL NO.: 1
: DRY HOLE AFTER CASING| COMPLETED

INTANGIBLES : Codes COST Codes POINT WELL COST
ROADS & LOCATION PREPARATION / RESTORATION DIDGC.100 $100,000 § DICC.100 $8,000 $108,000
DAMAGES - | binc.105 $4,000 | bicc.105 $1,000 $5,000
MUD/FLUIDS DISPOSAL CHARGES DIDC.255 $20,000 | Dicc.235 $20,000 $40,000
DAY RATE 46. DH DAYS 5 ACP DAYS @ 17430 PERDAY | DIDC.115 $801,780 | DICC.120 $87,150 $888,930
MISC PREPARATION COST (mouse hole, rat hole, pads, pile clusters, misc.) DIDC.120 $8,000 M S N $8,000
BITS DIDC.125 $100,000 | picc.125 $1,000 $101,000
FUEL $2.20 PER GALLON DIDC.135 $111,000 | picc.130 $11,000 $122,000
WATER / COMPLETION FLUIDS DIDC.140 $32,200 | DICC.135 $25,000 $57,200
MUD & ADDITIVES DIDC. 145 $64,400 |% % LN $64,400
SURFAGE RENTALS DIDC.150 $69,000 | picc.140 $45,000 $114,000
DOWNHOLE RENTALS DIDC.155 $144,000 | oicc.145 $10,000 $154,000
FORMATION EVALUATION (DST, Coring including evaluation, GG SERVICES) DIDC. 160 RN R
MUD LOGGING 37 DAYS @ $900 PER DAY DIDC.170 547,000 Py 5 B N 5 N $47,000
OPEN HOLE LOGGING ' B DIDC. 180 565,000 %o NN ) $65,000
CEMENTING & FLOAT EQUIPMENT DIDC.185 $50,000 | DICC.155 $40,000 $90,000
TUBULAR INSPECTIONS DIDC.190 $5,000.] picc.160 $2,500 $7,500
CASING CREWS DIDC.195 $12,000 | pICC.165 $15,000 $27,000
EXTRA LABOR, WELDING, ETC. DIDC.200 $27,600 | DICC.170 $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 $69,000
TRAILER HOUSE/CAMP/CATERING DIDC.280 $17,000 | DICC.255 $2,500 $19,500
OTHER MISC EXPENSES DIDC.220 $5,000 | Dicc.190 $5,000 $10,000
OVERHEAD DIDC.225 $14,000 | DICC.195 $4,200 $18,200
REMEDIAL CEMENTING DIDC.231 DICC.215
MOB/DEMOB DIDC.240 $150,000 P e e TS e e Y $150,000
DIRECTIONAL DRILLING SERVICES 22 DAYS @ 9500 PER DAY | DIDC 245 $209,000 [ % 5P 0s o $209,000
DOCK, DISPATCHER, CRANE DIDC.250 DICC.230
MARINE & AIR TRANSPORTATION DIDC.275 DICC.250
SOLIDS GONTROL DIDC.260 $166,000 L% s m mN NN | $166,000
WELL CONTROL EQUIP (Snubbing services) DIDC 265 $28,000 | DICC.240 $16,800 $44,800
FISHING & SIDETRAGK OPERATIONS DIDC.270 DICC.245
COMPLETION RIG 14 DAYS @ 4400 PER DAY e RN SO Dice 115 $61,600 $61,600

COlL. TUBING DAYS @ PER DAY s ] Dicc.260
COMPLETION LOGGING, PERFORATING, WL UNITS, WL SURVEYS N SN Dice.200 $35,000 " $35,000
STIMULATION ’ o Ok S %) DICC.210 $220,000 $220,000
LEGAL/REGULATORY/CURATIVE DIDC.300 $10,000 | DICC.280 $10,000
WELL CONTROL INSURANCE $0.35 PER FOOT DIDC.285 $3,000 BN SR s S N S s $3,000
CONTINGENGY 5% OF DRILLING INTANGIBLES DIDC.435 $117,000 | pIcc.220 $32,000- $149,000
CONSTRUCTION FOR WELL EQUIPMENT PN s NN S N 5 DWEAL 110 $1,000 $1,000
CONSTRUCTION FOR LEASE EQUIPMENT N T $39,000 $39,000
CONSTRUGTION FOR SALES P/L bR o s s S [ Dicc 265

e s o eI so [ ni e

TANGIBLE - WELL EQUIPMENT
CASING' SIZE FEET $/FOOT
DRIVE PIPE 20" 40 100,00 |DWEB.150 o e ., $4,000
CONDUCTOR PIPE DWEB. 130) e T N
WATER STRING DWEB.135 RN AN
SURFACE CASING 13-3/8" 250 42.00 _|DWEB.140 11,000 % S N S SN RN, $11,000
INTERMEDIATE CASING 8-5/8" 4,500 2340 |DWEB.145 105,000 fu %, ™% b5 N NS $105,000
DRILLING LINER ' 7 DWEB. 145 B b SR S R R
DRILLING LINER DWEB.145 RN
PRODUCTION CASING OR LINER 5 172" 9,800 15.90 %% P ™, | DWEA. 100 156,000 $156,000
PRODUCTION TIE-BACK s S s SO owea. 100 -
TUBING 27/8" 12,000 550 b kN 5 S DwEA 105 78,000 $78,000
N/C WELL EQUIPMENT P M NN | DWEA 115 $9,000 $9,000
WELLHEAD, TREE, CHOKES DWEB.115 12,000|owEA. 120 $28,000 $40,()OO
LINER HANGER, ISOLATION PACKER DWEB. 100 ' DWEA 125 '
PACKER, NIPPLES NN SN N s % Y owEn 130 $110,000 $110,000
PUMPING UNIT, ENGINE L L ™, N | DLEQL100 $78,000 $78,000
LIFT EQUIPMENT (BHP, Rods, Anchors) b N eSS s S pLea 105 $15,000 $15,000
TANGIBLE - LEASE EQUIPMENT
N/C LEASE EQUIPMENT L | DLEQUT15 $44,000 $44,000
TANKS, TANKS STEPS, STAIRS bR OSSNSO s ] bLea 120 $21,000 $21,000
BATTERY (Heater Treater, Separator, Gas Treating Equipment) m‘\\\\\\\\ DLEQ.125 $18,000 $18,000
FLOW LINES (Line Pipe from wellhead to central facility) NN N bLearao $1,000 $1,000
OFFSHORE PRODUCTION STRUCTURE FOR FACILITIES e ho o N Y DWER 135 '
PIPELINES TO SALES MO IO N DWEA 140




SHAW INTERESTS, INC.

‘ } OIL & GAS PROPERTIES
P.O. BOX 9612 MIDLAND, TX 79708 : (432) 685-1404

April 6,2007

Jennie Spack

C/o Marguerite C. Buckley
9446 Litzsingle Road

St. Louis, MO 63144

Re:  Oil & Gas Lease
W72 of Section 31
Township 14 South, Range 38 East
Lots 3, 4, S/2ZNW/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

gas

Tim Lilley



OIL & GAS LEASE

‘ . THIS AGREEMENT made this 6" 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.0. Box 9612, Midland, Texas 79708e 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/2ZNW/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 shail 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
fand, 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 shail 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 dcres 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 driiling 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 Lessec is so prevented shall not be counted against Lessee, anything in this lease to the
contrary notwithstanding.



%10, Léssor 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:




SHAW INTERESTS, INC.

OIL & GAS PROPERTIES
- P.O. BOX 9612 MIDLAND, TX 79708 (432) 685-1404

April 17, 2007

T. D. Fussell
C/o Marguerite C. Buckley

9446 Litzsingle Road — C/LAfb& C IV L2 AR S
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 intereét 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 i in Section 31, Township 14 South, Range 38
East, Lea County, New Mexico:

o Surface Hole Location: 2210’ FSL & 430° FWL
e« 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: ’

o $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 o/

Maner B. Shaw



CIMARE,

AUTHORIZATION FOR EXPENDITURE

C;omments on Well Costs:

' COMPANY ENTITY DATE PREPARED
Cimarex Energy Co. March 8, 2007
| REGION WELL NAME WELL NO PROSPECT OR FIELD NAME PROPERTY NUMBER DRILLING AFE NO.
Permian Pyramid 1 Star-Denton
LocaTion  SHL 2210’ FSL & 430’ FWL COUNTY STATE TYPE WELL
BHL 330’ FSL & 430’ FWL : ol X ExPL X
Sec 31, T14S, R38E Lea New Mexico GAS PROD
ORIGINAL ESTIMATE - X EST. START DATE EST. COMP. DATE FORMATION EST.TD
REVISED ESTIMATE 9800 TVD
. |SUPPLEMENTAL ESTIMATE 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
L.ease Equipment 84,000 84,000
TOTAL TANGIBLE WELL COST 132,000 558,000 690,000
P:LUG AND ABANDON COST 60,000 (60,000)
TOTAL WELL COST: -$2,655,180 $1,210,750 $3,865,930

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

i

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.1.) of Combined Single Limit
coverage for well control and related redrilling and clean-up/pollution expense covering drifling (through completion) with a
$1,000,000 (100% W.1.) deductible. ' :

Cpmments 6n 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. DrillinglCompIetion 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

1
LEASE NAME: Pyramid WELL NO.: 1

]

i DRY HOLE AFTER CASING| COMPLETED
INTANGIBLES . Codes COST Codes POINT WELL COST
ROADS & LOGATION PREPARATION / RESTORATION DIDC. 100 $100,000 | picc.100 $8,000 $108,000
DAMAGES DIDC.105 $4,000 | picc.105 $1,000 $5,000
MUD/FLUIDS DISPOSAL GHARGES DIDC.255 $20,000 | DicC.235 $20,000 $40,000
DAY RATE 46 DHDAYS 5 ACP DAYS @ 17430 PERDAY | DIDC.115 $801,780 | DICC.120 $87,150 $888,930
MISC PREPARATION COST (mouse hale, rat hole, pads, pile clusters, misc.) DIDC.120 8,000 P MmN $8,000
BITS ‘ DIDC.125 $100,000 | DICC.125 | . $1,000 $101,000
FUEL $2.20 PER GALLON DIDC.135 $111,000 | picc.130 $11,000 $122,000
WATER /' COMPLETION FLUIDS DIDC. 140 $32,200 | DICC135 $25,000 $57,200
MUD & ADDITIVES DIDC. 145 564,00 b L $64,400
SURFACE RENTALS DIDC.150 $69,000 | Dicc.140 $45,000 $114,000
DOWNHOLE RENTALS DIDC.155 $144,000 | DICC.145 $10,000 $154,000
FORMATION EVALUATION (DST, Coring including evaluation, G&G SERVICES) DIDC.160 SRRy
MUD LOGGING "37DAYS @ $900 PER DAY DIDC.170 $47,000 RSN $47,000
OPEN HOLE LOGGING DIDC.180 $65,000 [ N o $65,000
CEMENTING & FLOAT EQUIPMENT DIDC.185 $50,000 | DICC.A55 $40,000 $90,000
TUBULAR INSPECTIONS DIDC.190 $5,000 | DicC.160 $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) DIDC.205| . $32,200 | DICC.175 $7,000 $39,200
SUPERVISION DIDC.210 $51,000 | DIcC.180 $18,000 $69,000
TRAILER HOUSE/GAMP/CATERING DIDC.280 $17,000 | picc.255 $2,500 $19,500
OTHER MISC EXPENSES DIDC 220 $5,000 | DICC.180 $5,000 $10,000
OVERHEAD DIDC 225 $14,000 | DICG 195 $4,200 $18,200

. REMEDIAL CEMENTING DIDC.231 DICC.215 .
MOB/DEMOB v DIDC.240 $150,000 PSR SR SN S S W Y $150,000
DIRECTIONAL DRILLING SERVICES 22 DAYS @ 9500 PER DAY | DIDC.245 $209,000 [ % ™ S N $209,000
DOCK, DISPATCHER, CRANE DIDC.250 DICC.230
MARINE & AIR TRANSPORTATION DIDC.275 DICC.250
SOLIDS GONTROL DIDC.260 $166,000 1™ % N e | $166,000
WELL CONTROL EQUIP (Snubbing services) 0IDC.265 $28,000 | DICC.240 $16,800 $44,800
FISHING & SIDETRACK OPERATIONS DIDC 270 . |oiccass
COMPLETION RIG 14 DAYS @ 4400 PER.DAY b N S, ] DICC15 $61,600 $61,600
COIL TUBING DAYS @ PER DAY N N N ] DICC.260
-[COMPLETION LOGGING, PERFORATING, WL UNITS, WL SURVEYS OO pice 200 $35,000 $35,000
STIMULATION S eSS picc 210 $220,000 $220,000
LEGAL/REGULATORY/CURATIVE DIDC.300 $10,000 | DICC.280 $10,000
WELL CONTROL INSURANCE $0.35 PER FOOT DIDC. 285 53,000 PSSO B s N Y $3,000
CONTINGENGY 5% OF DRILLING INTANGIBLES DIDC.435 $117,000 [picczzo|  $32,000 $149,000
CONSTRUCTION FOR WELL EQUIPMENT e Sl N S s DwEA 110 $1,000 $1,000
CONSTRUCTION FOR LEASE EQUIPMENT oSS S S ST olea o $39,000 $39,000
CONSTRUCTION FOR SALES P/L B b %, ™ %, ] DICC.265

TANGIBLE - WELL EQUIPMENT

CASING | SIZE FEET $/FOOT
DRIVE PIPE 20" 40 100.00  |DWEB.150 4,000 [N SN A $4,000
CONDUCTOR PIPE DWEB. 130 oo s ]
WATER STRING DWEB.135 B T e S )
SURFACE CASING 13-3/8" 250 4200 |owes:140 11,000 1% MO | $11,000
INTERMEDIATE CASING 8-5/8" 4,500 23.40  |pweg.145 105,000 %, 5 N S S N $105,000
DRILLING LINER 7 DWEB.145 NN Y
DRILLINGILINER pwes.145] . R .
PRODUGCTION CASING OR LINER 51/2" 9,800 15.90 [ w5 s % N, | DWEA. 100 156,000 $156,000
PRODUCTION TIE-BAGK SN s S TDWEA 100 .
TUBING 27/8" 12,000 5.50 Aot koSN M, %, | DWEA 105 78,000 $78,000
N/C WELL EQUIPMENT T RSOOSR owEa 115 $9,000 $9,000
WELLHEAD, TREE, CHOKES DWEB.115 12,000] DWEA. 120 $28,000 $40,000
LINER HANGER, ISOLATION PACKER DWEB. 100 DWEA 125
PACKER, NIPPLES NN N N Y, | DWEA. 130 $110,000 $110,000
PUMPING.UNIT, ENGINE - o L o ST DUEQL 100 $78,000 $78,000
LIFT EQUIPMENT (BHP, Rods, Anchors) b s b s s DLEQ.105 $15,000 $15,000
TANGIBLE - LEASE EQUIPMENT
N/C LEASE EQUIPMENT s oD OO S T LEaas $44,000 $44,000
TANKS, TANKS STEPS, STAIRS b RSy DLEQU120 $21,000 $21,000
BATTERY:(Heater Treater, Separator, Gas Treating Equipment) \\\ “Q‘L\\\\\ DLEQ.125 $18,000 $18,000
FLOW LINES (Line Pipe from wellhead to central facility) OSSN M T bLeaaso $1,000 $1,000
OFFSHORE PRODUCTION STRUCTURE FOR FACILITIES R o DwEA 135 '
PIPELINES TO SALES P s oS s S S S DwvEa, 140

R e e R STt

60,000




SHAW INTERESTS, INC.

OlIL & GAS F'RDPERTIES ,
P.O. BOX 9612 ‘ MIDLAND, TX 79708 (432) 685-1404

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, S2NW/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 con51derat10n three (3) year pald -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

Lok

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, S2NW/4, N/2SW/4, SW/ANE/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 afier 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 of 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 atlocated 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, aftér 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, afl wells upon said fand 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 afier 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. i

8. The rights of cither 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
entarge 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 afier 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

Lessec 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.

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:
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B Complete items 1, 2, and 3. Also complete
item 4 if Restricted Delivery is desired.

W Print your name and address on the reverse
so0 that we can return the card to you.

B Attach this card to the back of the mailpiece,
ar on the front if space permits.

A. Signature’

X

[ Agent :
] Addresses |

B. Received by ( Printed Name) C. Date of Delivery

1. Article Addressed to:

Frane Cl\eu |
LS LN DRUZ
Udeten NC 27990

D. Is delivery address different from item 17 [J Yes
If YES, enter delivery address below: [ No

3. Service Type

B Certified Mail (1 Express Mail
[0 Registered  * [J Return Receipt for Merchandise
O inswedMail O G.OD.

4. Restricted Delivery? (Extra Fee) O Yes

" 2. Article Number

(Transfer from service label)

7004 2510 0001 laky 24841

PS Form 3811, February 2004

Domestic Return Receipt

102596-02-M-1540 s




SHAW INTERESTS, INC.

OIL & GAS PROPERTIES . .
310 W. WALL, STe. 305 MIDLAND, TX 79701 (432) 6B85-14049

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:

e Surface Hole Location: 2210’ FSL & 430° FWL
o Bottom Hole Location: 330° FSL & 430° FWL

Enclosed is a detailed AFE reflecting estimated well costs.
If you wish to pafticipate 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

Ayl

Tim Lilley



jvi TSI ‘5“1-:!'? o + :
CIVMARE,
AUTHORIZATION FOR EXPENDITURE

COMPANY ENTITY DATE PREPARED
Cimarex Energy Co. March 8, 2007
{ REGION WELL NAME WELL NO PROSPECT OR FIELD NAME PROPERTY NUMBER DRILLING AFE NO.
Permian Pyramid 1 Star-Denton
LocaTion  SHL 2210’ FSL & 430’ FWL - COUNTY STATE TYPE WELL
BHL 330’ FSL & 430’ FWL ol X ExpL X
Sec 31, T14S, R38E Lea New Mexico GAS PROD
ORIGINAL ESTIMATE X EST. START DATE EST. COMP. DATE FORMATION EST.TD
REVISED ESTIMATE ‘ 9800 TVD
SUPPLEMENTAL ESTIMATE - 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
Well Equipment ' 132,000 474,000 606,000
Lease Equipment 84,000 84,000
TQTAL TANGIBLE WELL COST 132,000 558,000 690,000
PLUG AND ABANDON COST 60,000 (60,000)
TOTAL WELL COST: -$2,655,180 $3,865,930

$1,210,750

C‘omments 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.1.) 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.1.) deductible.

Cpmments 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.

#YALUEI

CIMAREX ENERGY CO. APPROVAL
DRILLING AND COMPLETION MANAGER.

PREPARED BY REGIONAL MANAGER

Roger Alexander, Regional Manager
Permian Basin

Doug Park, Mgr Drilling/éomple(ion Operations
Offshore and Permian Regions

Mark Audas, Sr. Drilling/Completion Engineer
Permian Basin

JOINT INTEREST APPROVAL
BY DATE

COMPANY

4/16/2007 11:51 AM



PROJECT COST ESTIMATE

LLEASE NAME: Pyramjd WELL NO.: 1
: DRY HOLE AFTER CASING| COMPLETED
INTANGIBLES GCodes COsT Gades POINT WELL COST
ROADS & LOCATION PREPARATION / RESTORATION DIDC.100 $100,000 | picc.100 $8,000 $108,000
DAMAGES DIDC. 105 $4,000 | picc.105 $1,000 $5.000
MUD/FLUIDS DISPOSAL CHARGES DIDC.255 $20,000 | DICC.235 $20,000 $40,000
DAY RATE 46 _DH DAYS 5 ACP DAYS @ *-17430 PER DAY _ | DIDC.115 $801,780 | DIcc.120 $87,150 $888,930
MISC PREPARATION GOST (mouse hole, rat hole, pads, pile clusters, misc.) DIDC. 120 $8,000 [N NN $8,000
BITS -DIDC.125 $100,000 | picc.125 $1,000 $101,000
FUEL $2.20 PER GALLON DIDC.135 $111,000 | DIcC.130 $11,000 $122,000
WATER /' COMPLETION FLUIDS DIDC.140 $32,200 | picc.135 $25,000 "~ $57,200
MUD & ADDITIVES DIDC. 145 564,400 b ™ e $64,400
-[SURFACE RENTALS DIDC.150 $69,000 | DIcC.140 $45,000 $114,000
DOWNHOLE RENTALS DIDC.155 $144,000 | DIcC. 145 $10,000 $154,000
FORMATION EVALUATION (DST, Coring including evaluation, G&G SERVIGES) DIDC.160 DR RN
MUD LOGGING 37DAYS @ $900 PER DAY DIDC.170 547,000 P, % b N, Y $47,000
OPEN HOLE LOGGING ' DIDC.180 565,000 [ 05N $65,000] .
CEMENTING & FLOAT EQUIPMENT DIDC 185 $50,000 | DICC.155 $40,000 $90,000
TUBULAR INSPECTIONS DIDC.190 $5,000 | picc.160 $2,500 $7,500
CASING CREWS DIDC.195 $12,000 | picc 165 $15,000 $27,000
EXTRA LABOR, WELDING, ETC. DIDC.200 $27,600 | picc.7o $5,000 $32,500
LAND TRANSPORTATION (Trucking) DIDC.205 $32,200 | pIcc.A75 $7,000 $39,200
SUPERVISION DIDC.210 $51,000 | DICC.180 $18,000 © $69,000
TRAILER HOUSE/CAMP/CATERING DIDC.280 $17,000 | DICC.255 $2,500 $19,500
OTHER MISC EXPENSES DIDC.220 $5,000 | DICC.190 $5,000 $10,000
OVERHEAD DIDC.225 $14,000 | pICC.195 $4,200 $18,200
REMEDIAL CEMENTING DIDC.231 DICC.215
MOB/DEMOB DIDC.240 $150,000 P, S B e S S h $150,000
DIRECTIONAL DRILLING SERVICES 22 DAYS @ 9500 PER DAY | pipc.245 $209,000 [Nono O S N N $209,000
DOCK, DISPATCHER, CRANE DIDC.250 DICC.230
MARINE & AIR TRANSPORTATION DIDC.275 DICC.250
SOLIDS GONTROL DIDC.260 $166,000 [ NN ™ $166,000
WELL CONTROL EQUIP {Snubbing services) DIDC.265 $26,000 | DICC.240 $16,800 $44,300
FISHING & SIDETRAGK OPERATIONS DIDC.270 DICC.245
COMPLETION RIG 14 DAYS @ 4400 PER DAY b R SO o pice. 115 $61,600 $61,500
COIL TUBING DAYS @ . PER DAY BSOS Y DICe 260
COMPLETION LOGGING, PERFORATING, WL UNITS, WL SURVEYS PSS NN] pice.200 $35,000 $35,000
STIMULATION b Sk O, ] DICC.210 $220,000 $220,000
LEGAL/REGULATORY/CURATIVE DIDC.300 $10,000 | picc.280 $10,000
WELL CONTROL INSURANCE $0.35 PER FOOT DIDC.285 $3.000 PSR S R N R Y $3,000
CONTINGENGY 5% OF DRILLING INTANGIBLES DIDC.435 $117.000 | picc.220 $32,000 .$149,000
CONSTRUCTION FOR WELL EQUIPMENT P e ™y e ™, | DWEA 110 $1,000 $1,000
CONSTRUCTION FOR LEASE EQUIPMENT s o S N N S DLEQU110 $39,000 $39,000
CONSTRUCTION FOR SALES PIL %% RN OO s Dice.2ss
RIS NE] O S R e L 0 |
TANGIBLE - WELL EQUIPMENT
CASING SIZE FEET $/FOOT '
DRIVE PIPE 20" 40 100.00 |pweB.150 4,000 NSRRI O $4,000
CONDUCTOR PIPE DWEB. 130 o
WATER STRING DWEB. 135 AR AR
SURFACE CASING 13-3/8" 250 42.00  |pwes.140 11,000 [N S S AN o $11,000
INTERMEDIATE CASING  8-5/8" 4,500 2340 |pwEB.145 105,000 % L $105,000
DRILLING'LINER 7 " lowes.4s By Iy B
DRILLING'LINER ' DWEB.145 , R . .
PRODUCTION CASING OR LINER 5 1/2" 9,800 15.90 ISR NN, Y DWEA 100 156,000 $156,000
PRODUCTION TIE-BACK s N S Towen 100
TUBING ' 27/8" 12,000 5.50 P ko S w  DWEA 105 78,000 $78,000
N/C WELL EQUIPMENT P NN S Y DWEA 115 $9,000 $9,000
WELLHEAD, TREE, CHOKES DWEB. 115 12,000 DWEA. 120 $28,000 $40,000
LINER HANGER, ISOLATION PACKER DWEB. 100 DWEA. 125 '
PACKER, NIPPLES o, P ™ ™, Y| DWEA. 130 $110,000 $110,000
PUMPING UNIT, ENGINE - L N | DLEQ.100 $78,000 $78,000
LIFT EQUIPMENT (BHP, Rods, Anchors) , b ko NS DLEQL105 $15,000 $15.000
TANGIBLE - LEASE EQUIPMENT
N/C LEASE EQUIPMENT PSS oo o s pLeQ 115 $44,000 $44,000
TANKS, TANKS STEPS, STAIRS b N RO S s DLEQU120 $21,000 $21,000
BATTERY:(Heater Treater, Separator, Gas Treating Equipment) oSSR pLea1zs $18,000 $18,000
FLOW LINES (Line Pipe from wellhead to central facility) PSSO pLEQ 130 $1,000 $1,000
OFFSHORE PRODUCTION STRUCTURE FOR FACILITIES OO Th N N N DWEA 135 '
PIPELINES TO SALES PN e S S DWER 140




OIL & GAS LEASE

(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/4ANE/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; (¢) 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 royalt}7 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 royaities 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 royaity hereunder may deduct from such prlce 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 fand 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 approprlate 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 royaities, 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 royaities 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.

THIS AGREEMENT made this 21% day of May, 2007, between Frank Lilley, herein dealing in his sole and separate property, as Lessor
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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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item 4 if Restricted Delivery is desired

so that we can return the card to you.

®m Attach this card to the back of the mailpiece,

or on.the front if space permits.

m Complete itemns 1, 2, and 3. Also complete :
. X . [0 Agent §
B Print your name and address on the reverse : ‘

A. Signature

1 Addresses |

'| B. Received by ( Printed Na';ne) C. Date of Delivery !

bl U\\u\ |
o Frone G o

e . . . 3. Service T —
%\26 M%%\ d\Q’\Dr\vr% ﬂr;::ifizgeMail [ Express Mail
u\eden, NC 27690 D el Do, oo erchendee

D. 1s delivery address different from item 12 L1 Yes
If YES, enter delivery address below: [ No

4. Restricted Delivery? (Extra Fee) 0 ves !

2. Article Number
(Transfer from service label)

 ?7|][1'+ 25L0 0001 1844 23khk

PS Form 3811, February 2004

Domestic Return Receipt 102595-02-M-1540




SHAW INTERESTS, INC.

OIL & GAS PROPERTIES
310 W. WaLL, STE. 305 MIDLAND, TX 79701 (432) 685-1404

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. 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:

e Surface Hole Location: 2210> FSL & 430° FWL
o 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
ok

Tim Lilley




AUTHORIZATION FOR EXPENDITURE

chPANY ENTITY DATE PREPARED
Cimarex Energy Co. March 8, 2007
* REGION WELL NAME WELL NO PROSPECT OR FIELD NAME PROPERTY NUMBER DRILLING AFE NO.
Permian Pyramid 1 Star-Denton
LocaTioN - SHL 2210° FSL & 430’ FWL COUNTY STATE TYPE WELL
BHL 330’ FSL & 430’ FWL oiL X ExpL X
Sec 31, T14S, R38E Lea New Mexico GAS PROD
ORIGINAL ESTIMATE X EST. START DATE EST. COMP. DATE FORMATION EST. 1D
REVISED ESTIMATE 9800 TVD
SUPPLEMENTAL ESTIMATE B 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
.TPTAL 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
TQTAL 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 condtcts 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. :

| 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.1.) deductible.

Comments on AFE

The above costs are estimates only and anticipate trouble free operations without any foreseeable change in plans. The actual costs
m?y 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.

HVALUE!

CIMAREX ENERGY CO. APPROVAL
DRILLING AND COMPLETION MANAGER

PREPARED BY REGIONAL MANAGER

Roger Alexander, Regional Manager
Permian Basin

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

Mark Audas, Sr. Drilling/Completion Engineer
Permian Basin

JOINT INTEREST APPROVAL
COMPANY BY DATE

4/16/2007 11:51 AM
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CIMARE ‘ PROJECT COST ESTIMATE
LEASE NAME: Pyramid . WELL NO.: 1
; . DRY HOLE AFTER CASING| COMPLETED
INTANGIBLES Godes  COST | Codes POINT WELL COST
ROADS & LOCATION PREPARATION / RESTORATION DIDC. 100 $100,000 | DICC.100 $8,000 $108,000
DAMAGES DIDC.105 $4,000 | DICC.105 $1,000 $5.000
MUD/FLUIDS DISPOSAL CHARGES DIDC.255 $20,000 | DICC.235 $20,000 $40,000
DAY RATE 46 _DH DAYS 5 ACP DAYS @ 17430 PER DAY _ | DIDC.115 $801,780 | DICC.120 $87,150 $888,930
MISC PREPARATION COST (mouse hole, rat hole, pads, pile clusters, misc.) DIDC.120 $8,000 MmN N e ) $8.000
BITS DIDC.125 $100,000 | DicC.125 $1,000 $101,000
FUEL $2.20 PER GALLON DIDC.135 $111,000 | DICC.130 $11,000 $122,000
WATER / COMPLETION FLUIDS DIDC.140 $32,200 | pIcC.135 $25,000 $57,200
MUD & ADDITIVES DIDC.145 $64,400 bSO LN AR $64,400
SURFACE RENTALS DIDC.150 $69,000 | picc.140 $45,000 $114,000
DOWNHOLE RENTALS DIDC. 155 $144,000 | DicC.145 $10,000 $154,000
FORMATION EVALUATION (DST, Coring including evaluation, G&G SERVICES) DIDC.160 e
MUD LOGGING 37DAYS @ $900 PER DAY DIDCAT0 $47,000 I N RN S SN S $47,000
OPEN HOLE LOGGING ’ i DIDC.180 $65,000 13 % S 5 S $65,000
CEMENTING & FLOAT EQUIPMENT DIDC. 185 $50,000 | DICC155 $40,000 $90,000
TUBULAR INSPECTIONS DIDG.190 $5,000 | DICC.160 $2,500 $7,500
CASING CREWS DIDC.195 $12,000 | DICC.165 $15,000 $27,000
EXTRA LABOR, WELDING, ETC. DIDC.200 $27,600 | picc.170 $5,000 $32,600
LAND TRANSPORTATION {Trucking) DIDC.205 $32,200 | picc.17s $7,000 $39,200
SUPERVISION DIDC.210 $51,000 | DICC.180 $18,000 $69,000
TRAILER HOUSE/CAMP/CATERING DIDC. 280 $17,000 | DICC 255 $2,500 $19,500
OTHER MISC EXPENSES DIDC 220 $5,000 | Dicc.190 $5,000 $10,000
OVERHEAD DIDC.225 $14,000 | DICC.195 $4,200 $18,200
REMEDIAL GEMENTING DIDC 231 DICC.215 .
MOB/DEMOB DIDC.240 $150,000 IS NS N SO O $150,000
DIRECTIONAL DRILLING SERVICES 22 DAYS @ 9500 PER DAY | DIDC.245 $209,000 [N b e $209,000
DOCK, DISPATCHER, CRANE DIDC.250 DICC.230
MARINE & AIR TRANSPORTATION DIDC.275 DICC.250
SOLIDS CONTROL DIDC.260 $166,000 [ NN $166,000
WELL CONTROL EQUIP (Snubbing services) DIDC.265 "~ $28,000 | DICC.240 $16,800 $44,800
FISHING & SIDETRACK OPERATIONS DIDC.270 DICC.245
COMPLETION RIG 14 DAYS @ 4400 PER DAY R R s pice. 115 $61,600 $61,600
COIL TUBING DAYS @ - PER DAY POSOWRONY Dicc 260
COMPLETION LOGGING, PERFORATING, WL UNITS, WL SURVEYS SOOI A SN T picc.a00 $35,000 $35,000
STIMULATION SO RSO S picc 210 $220,000 $220,000
LEGAL/REGULATORY/CURATIVE DIDC 300 $10,000 | DICC.280 : $10,000
WELL GONTROL INSURANCE $0.35 PER FOOT DIDG.285 |. $3,000 IS SO Y $3,000
CONTINGENCY 5% OF DRILLING INTANGIBLES DIDC 435 $117,000 | picc.220 $32,000 $149,000
CONSTRUCTION FOR WELL EQUIPMENT P S SN N DWEA110) $1,000 $1,000
CONSTRUCTION FOR LEASE EQUIPMENT NN NN S S, | DLEG.110 $39,000 $39,000
CONSTRUCTION FOR SALES PIL O 5 TR S5 o] DICC 265
R R S o0 6 3 B0 | i
TANGIBLE - WELL EQUIPMENT
CASING | SIZE FEET $/FOOT
DRIVE PIPE 20" 40 100.00 _|DWEB.150 4,000 SO NN I N T $4,000
CONDUGTOR PIPE DWEB.130 o N LN N
WATER STRING v DWEB.135 AN R
SURFACE CASING 13-3/8" 250 42.00  |owes.140 11,000 % N SN RN N N $11,000
INTERMEDIATE CASING 8-5/8" 4,500 2340 |DWEB.145 105,000 A S SO $105,000
DRILLING.LINER 7" DWEB. 145 A Y
DRILLING'LINER DWEB. 145 S RN R
PRODUCTION CASING OR LINER 51/2" 9,800 15.90 NNV RN, Y DWEA. 100 156,000 $156,000
PRODUCTION TIE-BACK s O N N owEA 100
TUBING 27/8" 12:900 650 ARSI N owea 1os 78,000 $78,000
N/C WELL EQUIPMENT N S N Y DWEA 115 $9,000 $9,000
WELLHEAD, TREE, CHOKES DWEB. 115 12,000| oWEA 120] $28,000 $40,000
LINER HANGER, ISOLATION PACKER DWEB. 100 DWEA 125
PACKER, NIPPLES OSSN N N Y DWEA. 130 $110,000 $110,000
PUMPING UNIT, ENGINE NSRS N DLEQL100 $78,000 $78,000
LIFT EQUIPMENT (BHP, Rods, Anchors) S RSO S DLEQ 105 $15,000 $15,000
TANGIBLE - LEASE EQUIPMENT
N/C LEASE EQUIPMENT L N S | DLEQ115 $44,000 $44,000
TANKS, TANKS STEPS, STAIRS bR M bLea.2o $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) OSSN T bLearso $1,000 $1,000
OFFSHORE PRODUCTION STRUCTURE FOR FACILITIES o s SN s [owEa 13 ‘
PIPELINES TO SALES B
P&A COSTS DIDC.295 60,000] Dicc.275 (60,000)
$37965)930




i , 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 ¢/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/2ANW/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 térm") 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 shail 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 it force during the primary term; however, this prov1sxon 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 afier 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 1o his heirs, executor or administrator unti 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 preventcd shall not be counted against Lessee, anything in this lease to the
contrary notwithstanding.



- 10. Lessor hereby warrants and agrees to defend the fitle to said Jand 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.

Gayle Lilley
ACKNOWLEDGMENT
STATE OF §
§
COUNTY OF §
This instrument was écknowledged before me on the day of i , 2007, by Gayle Lilley.

Notary Public, State of

My Commission Expires:'
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D. Is delivery address different from item 12 [ Yes

‘0 No
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I
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EI Yes
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(Transfer from service label)

2004 2510 DO0L LB44 2373
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SHAW INTERESTS, INC.

OIL &« GAS PROPERTIES
310 W. WALL, STE. 305 ‘ ‘MIDLAND, TX 79701 - (432) 685-1404

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:

o 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

o

Tim Lilley



AUTHORIZATION FOR EXPENDITURE

i
'

COMPANY ENTITY DATE PREPARED
Cimarex Energy Co. March 8, 2007
{ REGION WELL NAME WELL NO PROSPECT OR FIELD NAME PROPERTY NUMBER DRILLING AFE NO.
1
Permian Pyramid 1 Star-Denton
tocaTion  SHL 2210" FSL & 430°' FWL COUNTY STATE TYPE WELL
BHL 330’ FSL & 430° FWL oL X ExpL X
Sec 31, T14S, R38E Lea New Mexico GAS PROD
ORIGINAL ESTIMATE CX EST. START DATE EST. COMP. DATE FORMATION EST.TD
RI;EVISED ESTIMATE 9800 TVD
SUPPLEMENTAL ESTIMATE - 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
1 TANGIBLES ,,
Well Equipment 132,000 474,000 606,000
Lease Equipment . 84,000 84,000
TQTAL TANGIBLE WELL COST 132,000 558,000 690,000
PLUG AND ABANDON COST 60,000 (60,000)
TOTAL WELL COST: -$2,655,180 $3,865,930

$1,210,750

Comments on Well Costs:
1 All tubulars, well or lease equipment is priced by COPAS and CEPS gundehnes 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 Opérator, provides, among other terms, for $20,000,000 (1OO%VW.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.1.) deductible.

Cbmments 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.

H#VALUE!

CIMAREX ENERGY CO. APPROVAL
DRILLING AND COMPLETION MANAGER

PREPARED BY REGIONAL MANAGER

Mark Audas, Sr. Drilling/Completion Engineer
Permian Basin

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

Permian Basin

Roger Alexander, Regional Manager

JOINT INTEREST APPROVAL

COMPANY

BY

DATE

4/16/2007 11:51 AM




i

c h o ne, . b
GMRE ‘ PROJECT COST ESTIMATE
R
LEASE‘.NAME: Pyramid WELL NO.: 1
: . DRY HOLE AFTER CASING| COMPLETED
INTANGIBLES Codes cosT Codes POINT WELL COST
ROADS & LOCATION PREPARATION / RESTORATION B DIDC.100 $100,000 | picc.100 $8,000 $108.000
DAMAGES DIDC. 105 $4,000 | bicc.105 $1,000 $5,000
MUD/FLUIDS DISPOSAL CHARGES DIDC. 255 $20,000 | DICC.235 $20,000 $40,000
DAY RATE 46 DH DAYS 5 ACP DAYS @ 17430 PER DAY | DIDC.115 $801,780 | DICC.120 $87,150 $888,930
MISC PREPARATION COST (mouse hole, rat hole, pads, pile clusters, misc.) DIDC. 120 Tl e $3,000
BITS , DIDC 125 $100,000 [ picc.125 $1,000 . $101,000
FUEL . $2.20 PER GALLON DIDC.135 $111,000 | picc.130 $11,000 $122,000
WATER/ COMPLETION FLUIDS DIDC.140 $32,200 | DICC.135 $25,000 $57,200
MUD & ADDITIVES v DIDC. 145 $64,400 [N N NS, $64,400
SURFACE RENTALS DIDC.150 $69,000 | bicc.140 $45,000 $114,000
DOWNHOLE RENTALS DIDC.155 $144,000 | DICC.145 $10,000 $154,000
FORMATION EVALUATION (DST, Coring including evaluation, G&G SERVICES) DIDC. 160 o L
MUD LOGGING 37DAYS @ $900 PER DAY DIDC.A70 547,000 ]\ NSRS S Y $47,000
OPEN HOLE LOGGING ’ DIDC. 180 $55,000 % N O Y $65,000
CEMENTING & FLOAT EQUIPMENT DIDC.185 $50,000 | picc.155 $40,000 $90,000
TUBULAR INSPECTIONS DIDC.190 55,000 | picc.160 $2,500 $7,500
CASING CREWS DIDC.195 $12,000 | DicC.165 $15,000 $27,000
EXTRA LABOR, WELDING, ETC. DIDC.200 $27,600 | bicc.170 $5,000 $32,600
LAND TRANSPORTATION (Trucking) DIDC.205 $32,200 | DICC.A75 $7,000 $39,200
SUPERVISION \ DIDC.210 $51,000 | DIcC.180 $18,000 $69,000
TRAILER HOUSE/CAMP/CATERING DIDC.280 $17,000 | DICC.255 $2,500 $19,500
OTHER MISC EXPENSES - DIDC.220 $5,000 | DICC.190 $5,000 $10,000
OVERHEAD DIDC.225 $14,000 | DICC.195 - $4,200 $18,200
REMEDIAL CEMENTING DIDC.231 DICC.215
MOB/DEMOB DIDC 240 $150,000 1 % 5 o e e 5 Y $150,000
DIRECTIONAL DRILLING SERVICES 22 DAYS @ 9500 PER DAY | DiDC.245 $209,000 TN e, $209,000
DOCK, DISPATCHER, CRANE ' DIDC.250 DICC.230
MARINE & AIR TRANSPORTATION DIDC.275 DICC.250
SOLIDS GONTROL DIDC. 260 $166,000 [% % 5 NN NN SO $166,000
WELL CONTROL EQUIP (Snubbing services) DIDC.265 $28,000 | DICC.240 $16,800 $44,800
FISHING & SIDETRAGK OPERATIONS DIDC.270 DICC.245
COMPLETION RIG 14 DAYS @ 4400 PER DAY RO S s Dicc 11s $61,600 $61,600
COIL TUBING DAYS @ PER DAY OO O Y DIce.260
COMPLETION LOGGING, PERFORATING, WL UNITS, WL SURVEYS LSS SO pice.2o0 $35,000 $35,000
STIMULATION hoS N S S S S ) Dice 210 $220,000 $220,000
LEGAL/REGULATORY/CURATIVE . DIDC.300 $10,000 [ picc.280 $10,000]
WELL CONTROL INSURANCE $0.35 PER FOOT | , DIDC.285 $3,000 AN RO S N N Y $3,000
CONTINGENGY 5% OF DRILLING INTANGIBLES DIDC 435 $117,000 | bicc.220 $32,000 $149,000
CONSTRUCTION FOR WELL EQUIPMENT ' sy e P S, | DWEA. 110 $1,000 $1,000
CONSTRUCTION FOR LEASE EQUIPMENT SNASINR ] pLea1o $39,000 $39,000

B \
CONSTRUCTION FOR SALES P/L ’ b OO RO O] Dice 265

TANGIBLE - WELL EQUIPMEN

CASING | - SIZE FEET $/FOOT

DRIVE PIPE 20" 40 100.00 | DWEB.150) 4,000 NN RONRR WWY $4,000
CONDUCTOR PIPE DWEB. 130 e T N N

WATER STRING DWEB. 135 e P S

SURFACE CASING ‘ ‘ 13-3/8" 250 4200 |owEB.140 11,000 N $11,000
INTERMEDIATE CASING 8-5/8" 4,500 2340  [DWEB.145 105,000 k5 SO NN R SN $105,000
DRILLING'LINER 7" DWEB. 145 e P e
DRILLINGILINER DWEB. 145 R

PRODUCTION CASING OR LINER 5 1/2" 9,800 15.90 P T s | DWEA 100 156,000{  $156,000
PRODUCTION TIE-BACK A AR

TUBING 27/8" 12,000 650 oS b S S S DWEA 105 78,000 $78,000
N/C WELL EQUIPMENT S N, Y DWEAL 115 $9,000 $9,000
WELLHEAD, TREE, CHOKES DWEB. 115 12,000{ DWEA. 120) $28,000 $40,000
LINER HANGER, ISOLATION PACKER DWEB. 100 DWEA, 125

PACKER, NIPPLES

PUMPING UNIT, ENGINE

LIFT EQUIPMENT (BHP, Rods, Anchors)

TANGIBLE - LEASE EQUIPMENT

N/C LEASE EQUIPMENT

TANKS, TANKS STEPS, STAIRS

BATTERY (Heater Treater, Separator, Gas Treating Equipment)
FLOW LINES {(Line Pipe from wellhead to central facility)
OFFSHORE PRODUCTION STRUCTURE FOR FACILITIES
PIPELINES TO SALES

DWEA. 130 $110,000 $110,000
.| DLEQ.100 $78,000 $78,000|.
DLEQ.105 $15,000 $15,000

JoLea11s $44,000 $44,000
DLEQ.120 $21,000 $21,000
DLEQ.125 $18,000 $18,000
| DLEQ.130 $1,000 $1,000
DWEA.135 '
DWEA.140

N

R e e

TOFAL;

P&A COSTS DIDC.295 60,000f DICC.275 (60,000)




OIL & GAS LEASE

THIS AGREEMENT made this 16™ 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 royaities 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 fand 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 shali 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. i

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:




