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Pro*K«t,,itt-(Pro*'»'«Reviled New Mexico. 442P,PjkMip 

OIL & GAS LEASE 

THIS AGREEMENT made this 20™ day of October, 20UJ, aerween GtiOKCIA L. BERGSTKN A/K/A GEORGIA LOU LONDON BERGSTEN 4 
- . . . ^ . . ^ i . ,ofaaiiaiiutDriii,W,BM>4l>MMi>Mi.>IM i^lW. herein caUed-LW' 

(whether QM or mure) and T. VERNE DWYER, 500 Wot *aN. Suit. 310, Midland, T I M 75701, " U i w e V \ { ^ f ; « r r Attttt,* Vtt". A f t t t * * r«»*> **# ' -> 

| . Lessor, in consideration of TEN AND OTHER DOLLARS in hand paid, receipt of which is hereby scknowbdged, and of the royalties herein provided and of the agrecumti of 
the Lessee herein contained, hereby snnts. leases and leu exclusively uuto 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, noring oil, building tanks, roadways, telephone lines, and other structures and ifirrujs thereon lo produce, save take 
Care of, treat, process, store and transport said minerals, tbe following described land in EDDY COUNTY, NEW MEXICO, lO-wi; 

TOWNSHIP 22 SOUTH. RANGE 30 EAST 

SECTION 24; SW/4 NW/4 

Said (and is estimated to comprise 40.00 seres, whether it actually comprises mora or leas. 

2. Subject to tbc other provisions herein contained, this lease ahall remain in force for a tenn of lb ire |3) years from this date (called "primary term") and as long thereafter at oil 
or gas is produced i*tm said land or front land with which said land is pooled. 

3. The royalties to be paid by Lessee arc. (B) on oil, and other liquid hydrocarbons saved at the veil, 3/16* of Utat produced and saved from said land, lame lo be delivered 
ai the wells or (o the credit of Lessor in the pipeline to which tbe 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 al the well of 3/1 6* of the gas used, provided that OD gas sold on or off the premises, the loyalties shall be 3/16* 
of the amount realized from such sale; (c) and at any fiinc when this lease is nor validated by other provisions hureof a/id Oiert is a gas and/or condensate weD on said {and, or lead pooled merewrtb, 
but gas or condensaie is not being so sold or used and such well is shut-in, either before ot after production therefrom, then on or before 90 days after said well is shut tn, and thereafter at annual 
intervals. Lessee may pay or lender an advance shut-in royalty equal to J1.00 per net acre of Lessor's gas acreage then held under this kase by the party making suchpayrneuor tendet, and so long 
as said shui-in royalty fe paid or tendered, this lease shall not terminate and it bhall be considered under all clauses hereof That gas is being produced from the leased prenuaes in paying ouamiries. 
Each such payment shall be paid or tendered lo the party or parties who at the time of such payment would be entitled to receive (he royalties which would be paid under this kase if the well were in 
fact producing. The payment or tender of royalties or shut-in royalties may be made by check or draft. Any timely payment or lender of shut-in royalty which a made in a bona fide attempt to 
make proper payment, but which is enoueous in whole or in part as «o parries 0( amounts, shall nevertheless be sufficient lo pi event termination of this kase in the same manner Si 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 enuded to receive payment together 
with fucri wTinen instrument' {or certified copies thereof) as are necessary to enable lessee lo m&ke proper paymetil. The zmouni realized from the fate of gas on Or off the premises shall be the 
price established by the gas sales contracted entered into in good faith by Lessee and gat purchaser for such lerro 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, b (he event 
Lessee compresses, treats, purifies, or dehydrates such gas (whether on oi off the leased premises) or transports gas off (he leased premises,, Lessee in computing royalty hereunder nury deduct from 
such price a reasonable charge for each of such functions performed. 

4. This is a paid-up lease and Lessee shall nol 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 Lesaee of the obligation lo pay royalties on echini production pursuant lo 
the provisions or paragraph 3 hereof*. 

5. Lessee h hereby granted the right and power, from rime to thne, to pool or combine this lease, the land covered by it or any pan or horizon thereof with any other land, 
mineral estates or parts thereof for the produciion of oil or gas. Units pooled hereunder shall not exceed (be standard proration unit fixed by law or by (he Oil Conservation Division of tbe 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 to ten percent Lessee shall file written mil 
designations in tbe county in which the premises are located and such units may be designated bom lime to lime and either before or after me completion of wdb. Drilling operations on or 
production from any pan of any such unii shall be censidered for all purposed, except the payment of royalty, as operations conducted upon or production from tbe land described in ibis kase. 
There shall be allocated lo the land covered by this lease included in any such unit that pen km 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 (his lease included in the unit bears to (be total number or surface acres in the invt Tbe production so allocated shall be 
considered for al] purposes, including the payment or delivery of royalty, to be tbe entire production of pooled minerals from the portion of said land covered hereby and included in said unit mine 
same manner as though produce*) from said land under the terms of this lease. Any pooled unit designated by Lessee, as provided herein, may he dissolved by Lessee by recording an anpropiUuc 
instrument in the county where the land is tiiuatcd ai any time after the eompleuoa of a dry hole or the cessation of producnon on Stud urut. 

6. Tf at the expiration of the primary term (here is no well upon said land capable of producing oil or gas, but Lessee has commenced operations for driflmg 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 operation 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, to long thereafter as oil or gns is produced from said land. If, after the expiration of Ihc primary term, sit wells upon said 
land should become incapable of producinf for any cause, this kase shall not terminate If Lessee commences operations for additional drilling or for leworitng within 60 days thereafter. If any 
drilling, additional drilling, or rewriting operations hereunder result in production, then this kase shall remain in full force ao long thereafter as oil or gas is produced hereunder. 

7. Lessee shalf have free use of oil gas and water from said feud, 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 kase to remove ail property and fixtures placed by Lessee on said land, including the righl to draw 
and remove all casing. When required by Lessor. Lessee will bury all pipelines on cultivated lands below otdinary 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 privikge, at la's risk and expense, of using gas from any gas well on said land for stoves and inside fights in the 
principal dweib'ng thereon, out of any surplus gas no) needed for operations hereunder. 

8. The rights of either party hereunder may be assigned m whole or in part and tbc provisions hereof shall extend to their heirs, executors, adnunistrators. successors and assigns; 
but no change in the ownership of the land or in (be ownership of, or rights to receive, royalties or shut-in royalties, however accomplished shall operate lo enlarge tbe obligations or diminish ibe 
Tights of Lessee: and BO 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 oftawiiess 
with acceptable instruments or certified copies thereof constituting rhe chain of title from (IK original lessor. If any such change m ownership occurs through the death of Ibe owner, Lessee may, at 
its option, pay or tender any royalties or shut-in royalties m the name of the deceased or to bis estate or to his heirs, executor or administrator until such time as Lessee has been furnished with 
evidence satisfactory lo lessee as to the persons entitled to suet sums. An assignment of this lease in whole or in part shall, to the extern of such assignment, relieve and discharge Lessee ofany 
obugaifons hereunder and, if Lessee or assignee of part or parts hereof shall fail or make default in the payment of me proportionate pan of royalty Of shut-in royalty due from such Lessee or 
assignee or fail to comply with any of we provisions of this lease, such default shall not affect this kase insofar as it covers a part of said lands upon which Lessee or any assignee thereof shall 
property comply or make such payments. 

9. Should Lessee be pre vented 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 upcrarion of force majeure, or by any Federal or state law or any order, rule or 
regulation of governmental authority, then while so prevented. Lessee's duty shall be luxpended. snd lessee shall not be liable for failure to comply therewith; and this kase shall be extended whik 
and so loci|r as Lessee' It prevailed by any sucfc cause from conducting ditiliug or reworking operation* oi from producing oil or gas hereunder, and die time while ̂  t«n* k so prevented shafi not be 
counted against Lessee, anything in this kase to (he contrary notwithstanding. 

10. Lessor hereby warrant* and agrees lo defend tiile io said land and agrees that lessee at its option may discharge any tax, mortgage or other hen upon said land, and in Ibe event 
Lessee does so it shall be subrogated to auch lien with the right to enforce same and to apply royalties and shut-in royalties payable hereunder toward satisfying tame. Without mpainrmnl of 
lessee's rights under tbc warranty, if (bis lease covers a less interest in the oil or gas in all or any pan of said land than the entire and undivided fee simple estate (whether Lessor' i interest is herein 
specified or not) then the royalties, shut-in royalty, and other payments, if any, accruing from any part as to which mis lease covers less Itian such full interest, shall be paid only in the proportion 
which the interest therein, if any, covered by mis kase, bears to (he whole and undivided fee simple estate merein. Should any one or more of the paries Darned above as Lessors fail (o execute this 
kase, it stall rtevcrtheleu bt- binding upon the party or parties executing rhe same. 

11. Lessee, its or his successors, heirs and assigns, shall have the right at any lime to surrender this lease, in whole or in part, to Lessor or his berra, successors and assigns 
by delivering or mailing a release thereof lo 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 mis agreement as to acreage so surrendered, and thereafter the shut-in royally payable hereunder aha}) be reduced in the proportion thai the acreage covered hereby is 
reduced by said release or releases. 

T VERNE DWYER 
Oil* & GAS INVESTMENTS 

. - 500 W WALL STE 310 
d ^ ^ L , ^ f . / Z ^ r f ^ MIDLAND̂ TX 79701 

GEORGIA 1/tfEBCSTEN A/K/A tEORcLTLOU LONDON 
BERCSTENHSEALING IN HER SOLE AND SEPARATE / ) . ,_ , 
PRO  PRINTED NAME: Ct* <• airfg-Sf&V 
SS* S BEFORE THE OfL CONSERVATION DIVISION 

 Santa Fe, New Mexico 
C a s e N o s ' 1336103469/13372 Exhibit No. 

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

Hearing Date: December 2, 2004 
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INDIVIDUAL ACKNOWLEDGMENT (Nov Mexko Short Form) 

STATE OF NEW MEXICO 

COUNTY nv 0 ^ e ^I/YJO 

The foregoing instrument ms acknowledged before me Ibis < 3 o d»y of fi^S/' .Vvi /tLX-^l 200J, by CEORC1A L. 
BERGSTEN. 

My Commission Expires LAJf & t) 0 0 ' ] 

l'<&\»°UBViW'iV.; 

STATE OFfffcW MEXICO 

COUNTY OF 

The foregoing instrument was acknowledged before me this „ 

S >̂ki(aTy Public. Siajt of New Mcxieo 

Printed Nuie. 

INDIVIDUAL ACKNOWLEDGMENT (New Meiico Short Form) 

. day of _ .,2003, by. 

My Commission £xpires_ 
Notary Public, StBte of New Mexico 

Printed Name. 

RECEPTION NOi 0315624 STATE OF 
NEW MEXICO, COUNTT OF EDDT 
RECORDED 1Z/2Z/2003 BsZ7 AM 
BOOK 0534 PAGE 011 Z ^ ' / ^ ^ J U ^ — 
JEAN BLENDEN , COUNT r^CLEjRtT^ 

•'iiT!>">« 
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THIS AGREEMENT made this 2°* day of October, 2003, between W l L U A M JEFF CLENN AND 1.0JU NELL GLENN, AS TRUSTEES OF THE WILLIAM JEFF 
CLOTS' AND LORA NELL SMITH GLENN REVOCABLE TRUST DAT t i l FEBRUARY U , 1992, of 375 (tidge Road, Silver City, NM 88061, b m called 
"Lessor" (whether one or more) and T, VERNE DWYER, 50© Weal Wall, Sate 310, Mid la DO, Texas 7970). Ocase*": 

I . Lessor, rocorisiderarion of TEN AND OTHER DOLLARS in luwd paid, receipt of which n hereby acknowledged, and of tbe royalties bereifl provided and of the agreements of 
the Lessee herein contained, hereby grams, leases and lets exclusively umo Lessee for the purpose of tnveyî aiing, coloring, prospecting, drilling, and operating for and r̂ odneing o9 and gat, 
in>ecnng gas, waters, other fluids, and ail imo subsurface srraia laying pipelines, storing oil, building tanks, roadways, telephone lines, and other structure* and tbinga thereon to produce, save take 
care of, treat, process, store and transport said minerals, tbe foDowmg described land in EDDY COUNTY, NEW MEXICO, to-wit 

TOWNSHIP 12 SOUTH. RANCE 30 EAST 

SECTION 24: SW/4 NW/4 

Said land it estimated to comprise 40.00 acres, whether it actually comprises more or less. 

2, Subject to the other provisions herein contained, ibis lease shall remain in force for a term of fore* (3) yean from tins date (catted "pranaty term**) and as long thereafter w cS 
or gas is produced from said land or from land with which said land b pooled 

3, The royalties to be paid by t-essee are: (a) on oiL and othet liquid bydnxarboas saved at the well, 3/i** of that produced and saved bom said land, same to be Ocbvcred 
at the we lb or lo Che credit of Lessor in the pipeline IO which the wells maybe connected; {b) on gas, including casingticad gas or other gaseous substance produced from sad land and used off the 
premises or used in the manufacture of gasoline or other products, the market value at the well of 3/1 <* of the gas used, provided that on gaa sold oo or off the premises, the royalties shall be 3/M* 
of the amount realized front such sale; <c) and at any lime when this kase is not validated by other provisions hereof and there is a gas and/or condensate weU on said land, or land pooled therewith, 

but jas oi condensate is not being so sold oi uvid end such well is shut-in, eidter before or after production ti^etcfrom, then on ot before 90 days after said well is shut m, and thereafter at annual 
iniervab. Lessee may pay oi render an advance shui-in royalty equal ro S1.00 per net acre ofLcssor's gas acreage then telduridtt 
as said shut-in royalry ts paid or tendered, this lease shall not terminate and it ahall be considered under all claust'i hereof that gas ts being produced from the leased premises in paving quantities. 
Lach seen payment shall be paid oi icnde»ed to tiit parry or parties who al tht J»BC of such payment would be emitted to receive the royalties which would be paid wider this lease ii the well were in 
tact producing. The payment or tender of royalties or shut-in royalties may be made by check or draft. Any timely payment or tender of shuf-m royalty which is made in a bona fide attempt to 
make proper payment, but which is erroneous in whole or hi part as to parties or amounts, shall nevertheless bt sufficient to prevent tcrrrunanoo of this lease in the same manner as though a proper 
payment bad been made if Lessee shall correct sucb error within 30 days after lessee has received written notice thereof by certified mail from the party or panics entitled io receive payment together 
with such written instruments (ot certified copies thereof) as are necessary to enable lessee lo moke proper payment. The amount realized born the sale of gas on or off the premises shall be As 
price established by tbe gas sales contracted entered into in good faith by Lessee and gas purchaser for such term and under such conditions as are customary m the industry. "Wee" shall mean the 
net amount received by Lessee after giving effect to applicable regulatory orders and after appYwatian of any applicable price adjustments specified in such contract or regulatory orders. In me event 
Lessee compresses, treats, purifies, o, dehydraiw sucb gas (vhtine* on or off the leased premises > or transports gas ofl the leased premises, Leasee in eornponng 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 tbe primary icnn hereof to commence or continue any operations of whatsoever character or #0 make any payntenrs 
hereunder in order vo mamiain ihst lease m force during the primary term; toweves. Uut. provision i i no? micwled to relirve Lessee of the obbgMvon to pay royalties o« actual production pursuant to 
the provisions or paragraph 3 hereof 

3. Le&see is hereby jrrawtd the n^hl and power, from time to lime, to pool or combine Ihu tease, the land covered by k or any part or horizon thereof with any other land, 
mineral estates or pans thereof for the production of oil or gas. Units pooled hereuhdei shall not exceed (he standard proration unit fixed by law at by the Oil Conservation Division of the Energy 
and Minerals Dcparmwmi of the State of New Mexico or by any cxherbwfuJ authority for the pool or area in which said land is situated, plus a tulcrance to ten percent. Leasee shall file written unci 
designations in the county in which the premises are located and such units may be designed from time to rime and either before or after the completion of weft*. Drilling operations on or 
produciica born sny purl of any such unit shall be considered for all purposes, except the payment of royally, as operations conducted upon or production from the land described » mis lease. 
There shall be allocated to the land covered by this lease included in any such unit that portion of tbe 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 kase included in the unit bears to the iota I number of surface acres in the unrt. The production so allocated sbaD be 
considered for all purposes, including the payment or delivery of royalty, to be tbc entiie production of pooled mitirralj from the ponton of said land covered hereby and mcfcidcd m said unjlinme 
samo manner a* though produced from said land under the terms of this lease. Any pooled unit designated try Lessee, as provided herein, may be dissolved by Lessee by recording an appropriate 
inurnment in the county where the land is situated at any time after the co/npfetion of a dry hole or the cessation of production on said unit. 

6. If at the expiration of the primary tern* there is no well upon sa>d land capable of producing oil OT gas. bu> Lessee has cornmeoccd operations for driBug or rcworkiag 
thereon, fhii lease shall remain in force so long as operations are prosecuted with rw cessation of IIKWC man 60 curucculi ve day*, whether sucb operarioc be ON die same weU or on > 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 sard 
land should become incapable of producing for any cause, this lease shall not lent mate if Lessee commences operations for actional drilling ot for reworking within 60 days thereafter. If arty 
drilling, additional drilling, or reworking coeraiions hereunder result m production, then this lease shall icmain i i 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, fur all operations hereunder, and the royally shall be computed after 
deducriru? any sc ased. Lesset ?j\slt have the right al any tin* dunDg or after the expiration of this lease to remove ati property and fi*r»rf< plp^Tpy i r w t Of) i?k> litnd. tncMing the right to draw 
and remove all casing. When required by Lessor, Lesaee will bury all pipelines on cu/rivaied lands below ordinary plow depth, and no well shall be drilled within two hundred feet (200 ft.) of any 
residence or barn now on saic land withcuf Lessor's consent. Lessor thall have the privilege, at his risk and expense, of usiruj gas ftom any gas well oo said land for stoves and inside lights »the 
principal dwelling thereon, out of any surplus gas not needed for operations here under. 

8. Tbe rights of either party hereunder may bt assigned in whole or in pan and the provisions hereof shall emend to their heirs, executors, administrators, successor* and aastgasv 
bur ho change in the ownership of the land or in ihc ownership of, or rights to receive, royalties or shttt-in royalties, however accornpliahed shall operate to enlarge the obligations or dfaurran the 
rights of Ussee: and no sucb change ot 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 ofbusinesa 
with acceptable instruments or unified copies thereof ooosfiiu/ing the chain of tide from the original lessor. If any such change in Ownership occurs through UM death oftbe owner, Lessee may, at 
its option, pay or tender any royalties or shut-in royalties in the name of the deceased or lo his estate or to his heirs, executor or administrator unnl such rime as Lessee has been furnished win 
evidence satisfactory to lessee as lo the persons entitled to sucb sums. An assignment of this tease in whole or m part shall, to the extent of sucb assignment, relieve and discharge Lessee of any 
obligations hereunder and, if Lessee or assignee of pan or parts hereof shall fail t* mate default in the paywem of the proportionate part of royalty OT sfrm-ui royalty due bom sucb Lessee or 
assignee or fail to comply with any of die provisions of this lease, such default shall not affca this lease insofar as it covers a part of said lands upon which Lessee or any asstgtKe mercofshaO 
properly comply or make sucb payTnents. 

9. Should Lessee be prevented from coinofymg with any express or bnphed coweoant of this tease, Or from conducting drilling or reworking operations hereunder, or from 
producing oil or gas hereunder by reason of scarcity or inability io obtain or use equipmeat or material, or by operation of force majeure, or by any Federal or stare taw or arty order, ndc or 
regulation of govcmmerual authority, then while so prevented. Lessee's duty shall be suspended, and lessee shall not be liable for failure to comply therewith; aod this lease shall be mended wftfla 
and so as Lessee is pre vented by any such cause from conducting dnlUng « rcwortkiaji operations to from producing oil or gas hereunder, and the rime wfaue Lessee is so prevented shall not be 
counted against Lessee, anything in tins lease w the contrary- notwithstanding. 

10. 1-essor hereby wAmmt« and agree* to dsfend title to said land and aarecs that lesser at its option may disfliarae any tax, mortgage or other lien upon said land, and in the event 
Lessee does so it shall be subrogated to such hen with the right to enforce same and to apply royalties and &hw-in royalties payable hereunder toward satisfying same. Without impairment of 
Lessee s rights under the warranty, if this lease covers a less Merest in the oil or gas in ail or any part of suid Land than the entire and und>v?ded foe simple estate (whether Lessor's mtcrest is herein 
specified or not) then the royalties, shur-in royalty, and other payments, if any, swuing from any pan as lo which Ibis leasv covers leas than such full mtertO, shall be paid only in tbe proportion 
wliich tbe interest therein, if any, covered by this lease, bears to the whole and undivided fee umptc estate therein Should aiQrcw or inm of the r w ^ 
tease, it shall nevertheless be binding upon tbc pany or parties cxecutioc the same. 

1 J. Lessee, its or his successors, heirs and assigns, shall have the riyhi at any time io surrender Chis lease, in whole ot in pan, K> Lessor or faja heirs, successors and assigns 
by delivering or mailing a release thereof to lite Usvx, or by placing a release thereof of record w the county in which said land is situated: thereupon Lessee shall be relieved from an c*ug»ioos, 
expressed or implied, of this agreement as to acreage so wrrerKjcrcd, and thereafter the sbm-m royalty payable hereunder ihall be reduced in the proponion that the acreage covered hereby i i 
reduced by said release or releases. 

THE WILLIAM JEFF CLENN AND LORA NELL SMITH GLENN REVOCABLE TRUST DATED FEBRUARY 13,19» 

BY! WILLIAM J E f / < ^ ) « N . T I l l i S T t E BY: LORA N E U . GLENN. TRUSTEE 

rvucUu. J fit. 

w 530 WE Q728 ^ 
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INDIVIDUAL ACKNOWLEDGMENT (New Mexico Short Farm) 

STATE OF NEW 

COUNTY OF 

:w MCYIC I C O 

The foregoing msminienr was acknowledged before me Ihii _ 
GLENN AND LORA NELL GLENN. In the capacity hereto Matett 

My Cctninissioa lixpires._ 

j 2003. by WILLIAM JEFF 

Notary Public, State of New Mexico 

' - * 0? tv«>V 

RECEPTION WOl (3314331 STATE OF 
NEW MEXICO, COUNT* OF »EDDT 
RECORDED 11/17/2003 10:13 AM 
BOOK 0530 PAGE 0726 A./7?<n**l 
JEAN BLENDEN, COUNT! CLERK 
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OIL & GAS LEASE 

THIS AGREEMENT made this 2CT* day ofOctobcrr, 2003, betwe« KENNETH MARK SMITH A/KM KENNETH M . SMITH, AND WIFE, PATSV LOU SMITH, of 267 
Smith Ranch Road, Hobba, NM 88240, herein called Oessor*' (whether one or more) and T. VERNE DWYER, 900 West Walt, Suite 310, Midland, Tans 79701, "Lessee-; 

I . Lessor, in comidendion of TEN AND OTHER DOLLARS m hand paid, receipt of which is hereby actoowledged, and of the royalties herein provided and of the agreement* of 
the Lessee herein contained, hereby grants, leases and lets exclusively unto Lessee for pw purpose of mvestigating. exploring, prospecting, drilling, and Operating tor and producing ofl and gas, 
injecting gas, waters, other Quids, and air into subsurface strata laying pipelines. Storing oil, building tanks, roadways, telephone lines, and ether structures and things thereon to produce, save take 
care of, treat, process, store and transport said minerals, the following described land in EDDY COUNTY, NEW MEXICO, t»wfc 

TOWNSHIP 22 SOUTH. RANGE 30 EAST 

SECTION 24: SW/4 NW/4 

Said land is csuroared to comprise 40.00 acres, whether ii actually comprises mora or lets. 

2. Subject to the other provisions herein contained, this lease shall remain in force for a term of three <3) ycara 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 bjnd is pooled 

3. The royalties to be paid by Lessee are: (a) on oil, and other liquid hydrocarbons saved al the well, 3/16* of that produced and saved from said land, same io be delivered 
al the wells or to the credit of Lessor in the pipeline to which the weHs may be connected; (b) on gas, including casinghesd 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 3/16* of the gus used, provided that on gaa sold on or off the premises, the royalties shall be 
3/16* of tbe 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 condensaie b not being so sold or used and sucb well is ibui-m. either be fore or after production fterefrorn, then on or before 90 days after said wdl is shut in, and thereafter at 
annual miervals. Lessee may pay or tender an advance sbul-hi royalty equal to $1.00 per net acre of Lessor'* gas acreage then held under this lease by the party making such payment or render, and 
so loog as said shut-in royalty is paid or tendered, this lease shall not terminate and H 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 parry or parties vdio at the tmu 
well were in fact producing. Tbe paymeni or tender of royalties or shut-in royalties may be made by check or draft Any timely payment or tender of shirt-in royalty which b made m a bona fide 
atiempi to make proper payment, but which is erroneous in whole or rn pan as to parties o« amounts, shall nevertheless be sufficient lo prevent reimrnarioo of this lease in the same manner as though 
a proper paymeni 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 sucb written instruments (or certified copies thereof) as are necessary to enable lessee to make proper paymeni. The amount realized from the sale of gas On or off tbe 
premises shall be tbe price established by the gas sales contracted entered into in good faith by Lessee and gas purchaser for such term and under such corafitkwa as are custornary in the industry. 
"Price" shall mean the Bet amount received by Lessee after giving effect to applicable regulatory orders and after application of any applicable price ad)usrjnests specified is such contract or 
regulatory orders. In the event Lessee compresses, treats, purifies, or dehydrates sucb gas (whether on or otfthe leased premises) or transports gas off use leased premises. Leasee in computing 
royally hereunder may deduct from such price a reasonable charge for each of such functions performed 

4. This is a paid-up lew and Lessee shall not be obligated during the primary tens hereof to commence or continue any operajionj of whatsoever character or lo make arty 
payments hereunder in order to mamuin this lease in force during the primary term; however, this provision ts not intended to relieve Lessee of the obligation to pay royalties on actual proo\*c*ton 
pursuant to the provisions or paragraph 3 hereof. 

5, Lessee it hereby granted rhe 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 bod, 
mineral estates or pans thereof for the production of oil or gas. Units pooled hereunder ahall not exceed the standard proration unit fixed by law or by the Oil Conservation Division of the Energy 
and Minerals Deparrrneru of the Stare of New Mexico or by any other lawful authority for the pool or ares in which said land is situated, plus a tolerance to ten percent Lessee shall file written 
unit designations in tbe county in which the premises are located and such units may be designated from time to time and either before or after the completion ofwefls. Drilling operations on OT 
production from any part of any such un«t shall be considered for alt purposes, except the payment of royalty, as operations conducted upon or prafuction from the land described in (his 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 tbe unit, after deducting any used in lease or 
unit opcTBiions, which the net oil ot gas acreage ia the land covered by- diis lease mchtoW in the unit bears to tbe total number of surface acres in the unit. Tbe production so aUocated shall be 
considered for all purposes, including the payinent or delivery of royalty, to be tbe entire pi oduction of pooled minerals from the portion of said land covered hereby and included ai said unit in tbe 
same wanner as though produced from said land under the terras of this lease. Any poo fed mar dcM'amwd by Lesaee, u. pi •ivided It** eta, way hi dissolved by Lessee by recording no apuroiwiale 
instrument in tbc county where the land U situated at any time after the completion of a dry hole or the Cessation or prprjuetioo on said wit, 

6. If m the expiration of the primary term there is no well upon said land capable of producing oil or gas. but Lessee has comioerjced 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 operation be on the same weU or on a different or 
additional well or wells, and if they result in tbe production of oil ot 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 Df 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 reduction, then this lease shall remain in full force so long thereafter as oil or gas is produced bereunder. 

7. Lessee shall have free use of oil, gas and water from said tend, except water from Lessor's wells and tanks, for aH operations bereurider.andlhe royalty shall be computed after 
deducting any so used. Lessee shall have the right at any time during « after The expiration of this kase to remove all property and fixtures placed by Lesaee on said land, including the right to 
draw and remove all casing. When required by Lessor, Lessee will bury all pipelines on cultivated lands below ordinary plow depth, and no weU 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 Pie privilege, at his risk and experm, of mm» gm hrm uny p«. weU/w e j^ fc^ fa f t tTyg^ r ^ f r 
the principal dwelling thereon, out of any surplus gas Dot needed for operations hereunder. 

8. The right* of either party bercunoer may be assigned in whole or in part and the provisions hereof shall extend to their heirs, ewurtors, adDumstratofs, successors and assigns; 
but no change in the ownership of the land or in the ownership of, or rights to receive, royalties or shui-in royalties, however accomplished shall operate to enlarge tbe obhgatinrts 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 tnai) at Lessee's principal place rrfbusjncss 
with acceptable instruments or certified copies thereof restituting the chain of title from tbe original lessor. If any such change b ownership occurs through the death ofthe owner. Lessee may, at 
its option, pay or tender any royalties or shut-in royalties in ibe name of the deceased or to his estate or lo his heirs, executor or admmjsr/wcr until such time as Lessee ha* beenfiiraished with 
evidence saiis factory to lessee as to the persons entitled io such sums. An assignment of this lease in whole or in pan shall, lo the extent of such as»gnrneni, relieve and discharge Lessee Of any 
obligations hereunder and, if Lessee or assignee of pan or parts hereof shall rail or make default in the paymcnr of the proportionate part of royalty or shut-to royalty due from such Lessee or 
assignee or fail to comply with any of tbc provisions of this lease, such defauh shall not affect this lease insofar as a covers a pan of said lands upon which Lessee or any assignee thereof shall 
properly comply or make such DaymentJ. 

9. Should Lessee be prevenfed from comptywg with any express or implied covenant cf this lease, or from coriductmg drilling Of reworking operations bereunder, or from 
producing oil or gas hereunder by reason of sou city or inability to obtain or use equipment or material, or by operation of force nuueure. or by any Federal or stale law or any Older, ruJe or 
regulation of governmental authority, then while to prevented. Lessee's duty shall be suspended, and lessee shall oot be liable for failure to comply therewith, and (his lease shall be extended wane 
and so long as Lessee is prevented by any such cause from conducting drilling or reworking opera!ions or from producing oil Of gas hereunder, and the Dme wbik Lessee b so rjrevented shal Dot be 
counted agairut Lessee, anything in fbts lease hi the conrrary aofwittataadna;. 

(0. Lessor hereby warrants and agrees to defend title lo said land and agrees that lessee at its option may discharge any tax. mortgage or other hen upon said land, and n 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 mn^uinent of 
Lessee's rights under the warranty, if this (ease covers a less interest tn the oil or gas in afl 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 pan as to which this lease covers less than sucb full unrest, shall be paid only in the rjrorjcjrnon 
which the interest therem, if any, covered by this lease, bears to the whole and undivided fee simple estate therein. Should any one or more of tbe parties named above as Lessors Jail to execute 
this lease, it shall nevenhelesi be binding upon the parry or parties executing tht same. 

I I . Lessee, its or hu successor*, beirs and assigns, shall have the ripht hi any time to surrender this lease, in whole or m pan. to Lessor or his heira, SWXtssorj and assigns 
by delivering or mailing a release thereof to tbe Lessor,or by placing a release thereof of record in the county m which snid land is situated; thereupon Lessee shall berebeved from ad ligations, 
expressed or implied, of this agreement 8S to acreage so surrendered, and thereafter the shut-in royalty payable hereunder shall be reduced in rhe vcportioo mat the acreage covered hereby is 
reduced by said release or releases. 

i SMITH ' PATSY LOt^MITH ' ~r> . PATSY LOlASMtTH , ' r . ' 

S.rtolSe«rf,yNa:32  Sod.ISec.rit, No.:  N ^ A T ^ f ^ ^ 
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STATE OF NEW MEXICO 

COUNTY OF _ 

VT D U J U t U 

SMITH. 
The foregoing uistnunent was acknowledged before me this, 

INDIVIDUAL ACKNOVVLEDCIvLENT (New Meiko Short Form) 

4 a * ^ davof f i u d O M f l r L r l .2003.bvKENNETH MARK 

Notary PubKc, State of New Mexico 

Printed Name. 

\ .; 
INDIVIDUAL ACKNOWLEDGMENT (Nei'-MV&o SVirPform) 

STATE OF NEW MEXICO 

COUNTY OF c\ A . 

SMITH. 
The foregoing instrument was acknowledged before roc this _ 

My Coranussicn Expires 

m day of m »J O d O - r w k O - & - . 2003. by PATSY LOU 

Printed Name 

RECEPTION NOi 0314596 STATE OF 
NEW MEXICO, COUNTr OF EDDT 
RECORDED 11/Z4/Z0O3 10:35 AH 
BOOK 05>31 PAfcE 047ZgT-^^-^> 
JEAN B.LENDEN, COUNT! CLERK £) 
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OIL & GAS LEASE 

THIS AGREEMENT made this 2" day of October, 2u03, between VVILUAM C. SMITH A/K/A WILLIAM CREED SMITH, AND WIFE, NANCY SMITH, of P.O. Box 
727, LoviflgtOO, N M 88260, herein called "Lessor" (whether one or more) and T. VERNE DWYER, SOT West Wall. Suite 310, Midland, Texas 79701, "Leasee'1: 

1. Lessor, in catsidcraiion of TEN AND OT1 iLR DOLLARS in hand paid, receipt of which is hereby ackjiowkdged, aod of tbc royalties herein provided arid of rhe aa/eensentsof 
rhe Lessee herein conlained, hereby grants, leases and lets exclusively unto Lessee for me purpose of mvesltgaijn&cxp^ tolling, and operating for and ptodixang oil nod gas, 
inject ing gas, waters, other fluids, and air into subsurface strata laying pipdioes, storing oil, bu ilding tanks, roadways, telephone ones, and other structures and things thereon lo produce, save take 
care of, treat, process, store and transport said minerals, the blowing described land in EDDY COUNTY, NEW MEXICO, to-wtt 

TOWNSHIP 22 SOUTH. RANGE 30 EAST 

SECTION 24: SW/4 NW/4 

Said land is estimated to comprise 40.00 acres, whether it actually comprises more or leas, 

2. Subject to tbe other provision* herein contained, this kase sh.ill remain in force for a term of three (3) years from th'j dale (called "primary term") end as long there after as oil 
or gas is produced from said land or from land with which said land is pootol. 

3. The royalties to be paid by Lessee are: fa) on oil, and other liquid hydrocarbons saved at Ihe well, S/MT of that produced and saved bom said land, same to be delivered 
al the wells or to the credit of Lessor in Ihe pipeline to which the welb may be connected; <b) on gas, including Casingbead gas or other gaseous substance produced from said land and used off the 

premises or used in the mamrfacrurc of gasoline or other products, the mark el value at Ihe well of 3/16* of the gas used, provided dun oa gas sold on or off the premises, the royalties shall be 3/1** 
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 bud pooled ibtaewith, 

but gas or condensate is not beisif so sold or used and such well is ihul-in. either before or after production therefrom, then on or before 90 days after said well is shut in, and thereafter at aniuiaf 
intervals. Lessee may pay or tender an advance shut-in royally equal lo $1.00 per net acre of Lessor's gas acreage then held under this lease by the parry making such payment or under, 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 pnyiDcol shall be paid pi tendered lo Die party or panics who at the (true of such payment would be entitled to receive tbc royalties which would be paid under this lease i f tbe well were m 
fact producing. The paymeni or lender of royalties or shut-in royalties may be made by check Of draft. Any timely payment or lender o f shut-in royalty which is made in a bona fide attempt to 
make proper payment, but which is erroneous in whole or in pan as to parties oi amounts, shall nevertheless be sufficient to prevent terminarion of this lease in the same manner as though a proper 
payment had been made i f Lessee shall correct sucb error within 30 days after leasee has received written notice thereof by certified mail from rhe party or parties entitled to receive payment together 
with such written insiruments (or certified copies thereof) as are necessary to enable lessee to make proper payment. The amouni realized from the sak of gas oo or off the premises shall be tbe 
price established by the gas sales contracted altered into m good faith by Lessee and gas purchaser for such term and under such conditions as arc customary in the ndustry. "Price** shafi mean the 
net amount received by Lessee after giving effect to applicable regulatory orders and after application of any applicable price adjusrnvnts specified in such ccrrtraci or regulatory orders. In rhe event 
Lessee compresses, treats, purifies, or dehydrates such gas (whether on or off the leased premises) or Transport i gas off the leased premises. Lessee in confuting royalty hereunder may deduct from 
such price a reasonable charge for each of such fuwtioas perforated. 

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 io make any payments 
hereunder in order to maintain this lease in force during the primary term, liowever, this provision is not intended to relieve Lessee of the obligation to pay royalties on actual prrxiuctioa pursusnt to 
the rjrpviajoos or paragraph 3 hereof. 

5. Lessee i t hereby granted the right and power, from time to rime, to pool or combine this lease, the land covered by it or any pan or horizon .hereof with any other land, 
mineral estates or parts thereof for the production of oil or gas. Units pooled hereunder shall not exceed Ibe siaiidard proration unit fixed by law or by Ihe Oil Conservation Division of tbc Energy 
and Minerals Deparnneni of the State ofrVe** Mexico or by any other lawful authority for the pool or area in which said land is situated, plus a tolerance to ten percent. Lessee shaft file written uni) 
designations in tbe county in which the premises are located and such units may be designated from time to tirne and either before or after the completion of wells. Drilling operations oa 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 sucb tmh mot 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 n gas acreage in the (and covered by this lease included m 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 paymeni 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 inaruKT as though produced from said Innd under the terms of this lease. Any pooled unit designated by Lessee, NS provided herein, may be dissolved by Lessee by recording an appropriate 
instrument ii> ihe county where the land is situated ai any time after the completiou of a dry hok or the cessation of production on said unit. 

6. I f at rhe expiration of tbe prircary term there is no well upon sud land capable of producing oil or gas, but Lessee has commenced operations for drilling or reworking 
ihercon, this lease shall remain in force so long as operations arc prosecuted with no cessation of more than 60 consecutive days, whether such operation he cm tbc same well or on a different Or 
additional well or wells, and if tbey result in the pioductjon of oil or gas, so long thereafter as oil or gas is produced from said land. If , after the expiration of ibe primary term, all welb upon said 
land should become incapable of producing for any cause, this lease shall not terminate if Lessee commence* operations for additional drilling or for reworking within 60 days thereafter. I f any 
drilling, additional drilling, or reworking operations hereunder resuh ia 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 waier from said land, except water from Lessor's wells and tanks, f a all operations hereunder, and the royalty shall be computed after 
deducting any so used. Lessee shall have the right at any time during or sfter the expiration of this lease to remove all property and fixtures placed by Lessee on said bod, ircluding the right to draw 
and remove all casing. When required by Lessor, Lessee will bury all pipelines on cultivated lands below ordinary plow depth, and no well shall be drilled within two hundred feet (200 A.) of any 
residence or bam now on said land without Lessor's consent. Lessor stiall 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 dtereon, out of any surplus gas not needed for operations hereunder. 

8. The rights of either party hereunder may be assigned in whole or in port and the provisions hereof shall extend io their heirs, executors, adirnjinwators, successors and assigns; 
bui 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 funu'sbed by certified mail at lessee's rxxncipal place of eBusiness 
with acceptable iumiments or certified copies thereof constimting the chain of title from the original lessor. If any such change in ownership occurs through the death ofthe owner. Lessee may, at 
its option, pay ot lender 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 rime as Lessee has been furnished with 
evidence satisfactory so lessee as to the persons entitled to such suras. An assignment of this lease m whole or in pan shall, to the extent of auch assignment, relieve and discharge Lessee of any 
obligations hereunder and, i f Lessee or assignee of pan or pans hereof shall fail or make default in tbe 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 pan of u id lands upon which lessee or any assignee thereof shall 
properly comply or make such rMvmeota. 

9. Should Lessee be prevented from complying with any express or implied covenant of this lease, or from conducting drilling or reworkJng operations hereunder, or from 
producing ot) or gas hereunder by reason of scarcity or inability io 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, 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 sucb cause from conducting dnlhttg or reworking operations or from producing o f or gas hereunder, and rhe tunc whfle Lessee is so prevented sbail not be 
counted against Lessee, arrything in tins lease to rhe contrary KHwirhstariding. 

10. Lessor hereby warrants and agrees to defend title lo said land and agrees thai lessee al its option may discharge any rax, mortgage or other lien opoxi said rand, and io the event 
Lessee dues soil snail be subiogaicd In such lien *bh the right to enforce sa>rtc arte to apply royalties and shut-in royalties payable hcieundn toward aatisfyinj; same, without tnipoirtDcnt of 
Lessee's rights under ihe warranty, if this lease covers a less inieresi in the oil or gas in all or any pan of said laud than the entire and undivided fee simple estate (whether Lessor's interai o herein 
specified or not) then the royalties, shut-in royally, and other payments, i f any, accruing from any part as to which this lease covers less than such full interest, shaU 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 JaO to execute ttns 
lease, it shall nevertheless be binding upon the party or parties executing the same. 

1). Lessee, its or his successor^ heirs art successors and assigns 
by dclfvcring or mailing a release thereof to the Lessor, or by placing a release thereof of record in tbe county in which sui'd land is situated; thereupon Lessee shall he relieved from all obligations, 
expressed or implied, of this agreement as 10 acreage so surrendered, and thereafter ihe shut-in royalty payable hereunder ahull be reduced rn the proportion that the acreage covered hereby b 
reduced by said release or re kase*. 

WILLIAM C SMITH 

 

NANCY SpilTH 
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INDIVIDUAL ACKNOWLEDGMENT (New Meiko Start Form) 

STATE OF NEW MEXICO 

COUNTY OF j j - f t 

SMITH. 
The foregoing hmntment was acknowledeed before me this _ 

14th devof OCTOBER 
,2003, try WILLIAM C 

My CorrfAtiyqEimire^ryjjjbpp_ •] ] 2QQ5 

. >' vVO TA7?L. ... 

O - 0 < = > 

* f r * , <-,•? V - . 1 ' •• ,» 

INDIVIDUAL ACKNOWLEDGMENT (New Mexico Short Form) 

STATE OF NEW MEXICO 

COUNTY OF USA 

The foregoing instrument was acknowledged before me this 1 4 t h day of OCTOBER .. 2003, by NANCY SMITH. 

My Cc^Atjfc.fc^lltsE^SSEB-lllO.^OOS 

s *:. cr_-*o~~r> : „ = 
^ tfl • i . •" o 

' " I I I I I H 1 ' 

Ulary Public, 

Printed Name. 

RECEPTION N0« 0314330 STATE OF 
NEW MEXICO, COUNT? GF EDDY 
RECORDED 11/17/2003 10*U 
BOOK 0530 PAGE 0726 6 ^ * ? ' * 
JEAN BLENDEN, COUNTY CIERK 




