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- OIL & GAS LEASE

THIS AGREEMENT made this 20™ day of October, 2003, berween GEORGIA L. BERGSTEN A/K/A GEORG]A LOU LONDON BERGSTEN w

. . . . 2 0
(wmhﬂ one oF mun) and T. VERNE DWY! ER. 500 Wcsl all. Suite 310, Midland, Texss 79701, “Lesue 2135 Lt Guzer Atinne v W, ABusntrgor Nad 2104

Lessaox, in consideration of TEN AND OTHER DOLLARS in hand paid, mcnptofuhmhusbenby xknowkdpd. waummwmwurmmm

l .
the Lessee herein contained, hereby gnts, leases and lets exclusively wto Lessee for the purpose of i g 8. prosp g, drilting, and for and producing oil and gas,
injecting gos, waters, other fluids, and air into subsurface strata laying pipelines, nmnu oil, building tanks, muduys, lclcpllone lings, and other structures and things thereon to produce, save take

care of, treat, process, store and transpur ssid minerals, the following deseribed land in EDDY COUNTY, NEW MEXICO, to-wit:

OWNSHIP 22 SOUT, NGE 39

SECTION 24; SW/4 NW/4

Said fand is estimated to camprisc 40.00 scres, whethicr it actually comprises mora or less.

2. Subject to the other provisions herein contained, this lease shall remain in force for a tenn of three (3) yests from this daic (called “primary tern™) and as long thereafier as ol
or ga3 is produced irom 3sid land or trom land with which said Lind is pooled.

3. The royalties to be paid by Lessoe are: (2) on oil, and ather liguid hydrocarbans saved at the well, 3/16™ of ihat produced and saved from said land, saime 10 be delivered
a1 the wells or o the credit of Lossor in the pipeline to which the wells may be connected; (b) on gs, including casinghead gas or other gaseous subsiance produced from said land and uscd off the
premises or uscd in the manufacture of gasoline or other products, the market value ai the well of 3/16™ of the gas used, provided that on gas sokd on or off the premises, the royaltics shall be /6*
of the amount realized from such sate; {c) and at any titne when this lease is not validated by ather provisions hurcof and there is & gas and/or condensate well on said land, or land pooicd therewith,
but gas or condensate is not being 30 s0ld or used and such well is shul-in, cither before or afier production thexefrom, then on or before 90 days afier said well is shut in, and thereafier at annual
imervals_[ﬂsecmuypnyokuumnhanceshm-inmphyzqmlloSl.onpernﬂmeofLeswr'lpsamueunnheldmdermislnubyﬂnpmymddn;mhp-ymemumda,mdnhu
»s said shul-in royalty is paid or tendered, this lcase shall not ferminate and it shalt be considered under afl clauses hereof that gas is being produced from the leased premises in peying quamities.
bchmhpayrm-m;hallbepmdwunduedmlhepmympmusnomhenmorsn:hpaynmnwuuldbecnulledwreeemtbemyﬂtmwhmhwouldbepmdnndwmueﬂumumm
fact producing. Thepaymemoncndwofmydcmw:hm-nroynlnesmnybenud:byehrclolanﬁ Any timely payment or tendes of sinst-in royalty which is made in 8 bona fide attempt to
make proper payment, but which is erroncous in whole of in part as to parties or amounts, shall n be sufficient o prevent termination of this lease in the same manner as though » praper
payment bad been made if Lesser shall comect such exror within 30 days after Jessee has received wrinten notice thereof by centified mal from the party or partics enmitled to receive payment together
with such written instruments (or centified copics thereof) as are necessary to enable Jessec 10 meake proper payment. The amount realized from the sale of gas on or off the premites shall be the
price eswablished by ihe yas salcs cmendmmmpood&-mbyuwmdpspwchnafmmhlemandmdamhwrdmonusmammmrymhemay “Price™ shall mean the
net amount received by Lesser afier giving effect to applicable regulatory orders and aRer applicstion of sny apphi price adji ified in such contract o regulstory onders. In the event
Lessce compresaes, treals, pwifics, or dehydrates such gas (whethes on o1 off the feased premises) or iransports gas off the leased premises, Lessoe in computing royalty bereunder may deduct from
such price a reasonable charge for esch of such functions performed.

4. This is 3 paidsup lease and Lessee shall not be obligated during the primasy ten hereof 10 commence or continue any operations of w h orto
‘herounder in order 10 maintain this lease in force during the prunary 1erm: however, this provision is nos intended to relieve Lessec of the obligation 1o pey royalties on wnnlpmd‘nm pursuart lo

the provisions or paragraph J hereof.

8. Lessee is hereby granted the sight and power, from time 1o tiwe, 10 pool or combine this lease, the land covered by it or any part or borizon thereof with any other land,
mineral estutes or parts thereof for the production of oif or gas. Units pooled hereunder shali nos exceed the standard proration unit fixed by law or by the Oif Conservation Division of the Energy
and Minerals Depastment of the State of New Mexico or by any ather luwful authority for the pool o aros in which said land is situaicd, pius a tolerance to ten percent. Lesaec shall le writien unit
designations in the county in which the premiscs ase located and such units may be desigmated Gom time to lime and citber befove o after the completion of wells.  Drilling operations on or
production tiom wy part of any such umi shall be considered for all puwposes, except the payment of royally, 2s op or production from the land ibed in this lcase,
There shall be allocated 10 the land covered by this lease inchuided in any such unit that ponion of the totsl production of pooled minorals from wells in the unis, afier deducting any used in lease or
unit operanons, which |henel oil or gas acreae in the Jand covered by this lease included in the unit bears so the total purnber of surface acres iv the unit.  The production 0 sllocared shall be

idered for all purp luding the payment or delivery of royalty, to be the entire production of pooled minerals from the portion nfwdlnldmdlunbyuumclud:dmmdwmh
same manner as though prodwedfmm said lund wnder the 1erms of this lcase.  Any pooled unit designated by Lessee, -mowdedhemn may be dissolved by Lessee by ding an approp:
instrument in the county where the land is situared &1 sny time after the completion of g dry hole or the cexsation of production on said unit.

6. 1Fatthe expiration of the primary term there is no well upon said land capable of producing oil or gas, bt Lessee has d ions for drilling or rking

thereon, this lease shall resain in force so long as ions are p d with no ion of morc than 60 consecutive days, whether such operstion beon the game well or on 2 different o
additiooal well or wells, and if they result in the production of oil or gas, so long thereafier as oil or gas is produced l'rom ssid land. If, lﬁerl\leexnnnonofl)le primary term, all wells upow said
land should become incapable nrproducmg for any cause, this bease shall pot terminale if Lessee for additional drilling or for ng Within 60 dsys thereafter. 1f any
drilling, sdditional drilling. o B Op der result in producti lhentmslemsh:llmnmmfuﬂfmunohngﬂwaﬁn»oﬂor;uupmhudhm

7. Lessce shall have free use of oil, gas and water from said land, except water from Lessor's wells and 1anks, for all operations hereunder, and the soyelty shall be compuied after
deducting any soused. Lessee shalt bave the right a1 amy vime during or afier ihe expiration of this lease 10 remuve all property and fixtures placed by Lessee on said land, including the right o draw
and remove all casing.  When required by Lessar, Lessee will bury all pipelines on cultivated lands below ordinary plow depth, and no well shall be drilled within two bundred feet (200 ) of sy
residence or barn now on said tand without Lessor's cansent. Lessor shall have the privileye, at his risk and expenic, of using gas from any gas well on said land for stoves and inside lights in the

principal dwelling theseon, ou of sny surplus gas not needed for operations bercunder.

8. The rights of either party hereunder may be assigned in whole or ip part and the provisions bereof shall extend to their heirs, dmint und assigns;
but no change in the ownership of the land o in the ownership of, or nights 1o receive, royshices or shut-in foyakties, however accoruplished shall opevaie to enlarge the obligations or diminish the
rights of Lessce: and 80 such change or division shall be binding upon Jeasec for ey purpose unii) 30 days afies Lessee has been fumnished by cenified mail a2 Lesses's principal place of business
with acceprable instruments or cenified copies thereof constituting the chain of titke from the original lessor. If any such change in ownership ocews through the death of the owner, Lessee sy, st
its option. pay o tender any royalties or shut-in royalties in the name of the deceased of to his estaic of 10 his heirs, executor or admimistrator unfil such time as Lessoe bas been furnished with
evidence satisfactory o lessee as 1o the persons entitled fo such sums. An assignment of this lease in whole or in past shall, to the extent of such assigriment , relieve and discharge Lessee of sty
obligations hereunder and, if Lessee or assignee of part or parts hereof shall fail or make defauht in the payinent of the propontionate pan of royalty or shut-in royalty due from such Lessee or
assignee or fail to comply with Any of ihe provisions of this lease, such defauk shall not affect this lease insofar as it covers 8 part of 3aid lands upon which Lessce or By assiynee thereof shall

comply or make such payments,
9. Should Lessee be prevented from complying with any express or implied covenani of this lease, or from conducting drillmg or  reworking operations bereundes, or from
pmd.,qngmlorp h:mmdcrhymsonofmnyumabdntymobmnunueqmpmcmotmnemLmb, upergtion of force majewwre, or by any Federal or state law or eny ordes, rule or

hority, then while 5o pr Leuee 's duty shall be suspended, and lessee shall not behnble for failure to comply therewith; and this kease shall be extended while
der; and the time while Lessee is so prevented shall not be

andsolmguksktnprrvauedbynvwc&um""" k drilliug or rking operations or from producing oil or gas b
emmdmmmmmgmmnmmmmnmmm

10. Lessor bereby warrants and agrees 10 defend Hile 10 8aid land and agrees that fessee at its option may discharge any tx, mongsge o other Jien upop said land , and in the event
Lessee does 30 it shall be subrogated to such lien with the right 1 ¢nforce same and to apply royalies and shut-in royalties payable hereunder toward satisfying same. Without impeirment of
Lessce's rights under the wasranty, if this iesse covers a less interest in the oil or gas in all or any pan of said land than the entire and undivided fec simple estate (whether Lessor's inmerest is herein
specified o not) then the royalties, shut-in royalty, and other payments, if any, sccruing fror any part s to which this lease covers less than such full interes, shall be paid only in the propontion
which the interest therein, if any, covered by this lease, bears 10 the whole and undivided foe simple estate therein. Should any one or more of the parties naned sbove as Lessors fail to exeone this
lease, it shall neverthelexs be binding upon the party or parties executing the same.

1%, Lessee, its or his successors, heirs and sssigns, shall have the right ot any time 10 surrender this lcasc, in whole or in pert, to Lessor or his heirs, successors and assigns
by delivering or mailing & release thereof to the Lessor, or by placing 8 reiease thereof of record in the county in which said land is situsted; thereupon Lessee shall be relicved from ali obligations,
expressed or implied, of this agreement as to acreage 0 susrendercd, and thereafier the shut-in royalty payable hereunder shall be reduced in the proportion that the acreaye covered hereby is

reduccd by said release or reieases,
T VERNE DWYER

OIL & GAS INVESTMENTS
500 W WALL STE 310

C { / MIDLAND TX 79701
Gcon(.u ERGSTEN EORG LOU LONDON ' - T B

BERGSTENMIEALING IN HER SOLE A SEPARATE
PRINTED NAME: &5 CFeoR ¢1mn L. TFkesson

PROP
ss,,._ BEFORE THE OIL CONSERVATION DIVISION
3 Santa Fe, New Mexico
Case Nos. 13368/13369/13372 Exhibit No. 3
Submitted by:
Devon Energy Production Company, L.P.

Hearing Date: December 2, 2004
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INDIVIDUAL ACKNOWLEDGMENT (New Mexico Short Form)

STATE OF NEW MEXICO §

§

COUNTY OF 8
The foregaing instrument was acknowledged before me this___ o2 0) dayof S \ Dbam L:_.g » , 2003, by GEORGIA L.

BERGSTEN,

:AI 400" I
My “'\'{‘\'-ﬁ?ﬁ’?m.,, l_if o ] of New Mrxico

,/'V “Nai;y;’ublhic
LI, A U
ST e h-mielen:‘d_‘L & # )
g N T

INDIVIDUAL ACKNOWLEDGMENT (New Mexiro Short Form)

STATE BEYEW MEXICO 5
§
COUNTY OF §
The fosegoing i was acknowledged before me this day of 2003, by
My Commission Expires .

Notary Public, State of New Mexico

Printed Name,
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- thereon, thig lease shall remain in force 30 lony as op
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OI1L & GAS LEASE

THIS AGREEMENT made this 2™ day of October, 2003, betwees WILLIAM JEFF GLENN AND LORA NELL GLENN, AS TRUSTEES OF THE WILLIAM JEFF
GLENN AND LORA NELL SMITH GLENN REVOCABLE TRUST DATLD FEBRUARY 13, 1992, of 375 Ridge Road, Silver Clty, NM 88061, beroin catled
“Lessor™ {whether onc or jwore) and T, YERNE DWYLER, 500 West Wall, Swite 310, Midland, Texss 79703 , “Lessoe™:

L Lessor, in consideration of TEN AND OTHER DOLLARS in liand paid, mm(ofwﬁichsmby ubnwladsnd mdofmemlm“baww.dofmwd
the Lessee herein contained, beseby grants, leases and Jets exclusively unto Lessee for the pwpose of investiyat ng, prospectivg, drilling, and operating for and producing oi) and gas,
imjecting gas, waters, other fluids, and ait into subsurface sirars Jaying pipclines, sioning oi), building 1anks, roadways, wlnpho tines, and other mruciures and things thercon 10 producs, sove take
care of, treat, process, store and transport said mincrals, the following dvscribed land in EDDY COUNTY, NEW MEXICO, 10-wit:

I U

SECTION 24: SW/4 NW/4

Said fand is estimated to comprise 40.00 scres, whether it sctually comprises rwine or iéss.

2. Subject 10 the other provisions berein contained, this Jease shall remain in force for 8 tonn of three (3} years {fom this date {calied “primary term™) and as long thereafier s oil
oF gas is produced from said land or Grom land with which suid land is pooled.

3,  The royalties to be paid by {essee are: (u\moﬂ.m\é«lmhaudhydmcmns»vedmﬂwwen 6™ of that produced and saved from said land, same 10 be deliverad
at the wells or (0 the crodit of Lessor in the pipeline 10 which the wells may be d; (b} on gus, inch ghead g8 or other guscous substance produced from said land and used off the
premises or used in the manufacture of gasoline or other products, tbemrkelvntueﬂmemeﬂotlllﬁ‘ oflhewuudprow&dmummnummoﬁhmmu;wmﬂnﬂhw
of the amoum reslized from such sale; {c) and at any time when this lvase is not validated by ofhes provisions hereof and there is a gas and/or condensate well on said land, or land pooied therewith,
but gas or condensate is not being 5o so0ld or used and such well is shut-in, either before ax after production thervfrom, then on ot before 90 days afier said well is shat in, and thereafter at anwal
intervals, Lessce may pay or tender an advance shur-in royshty equal o $1.00 per net acre of Leasor's gas nereage then held under thiy Jeaas by the party making such paymeat or teder, and 50 long
as said shut-in royalty is paid or tendered, this jcase shall not terminate and it shall be considered under 3)) clausea hereof that gas is being produced fom the leased presmises in paying quantities.
Each such payment shalt be paid of 1endered 10 the party or panies who a the thse of 3uch payment would be emified 1o eceive the toyahties which would be peid wide this leasc if the well were in
fact producing. The payment or tender of royslties or shut-in royalties may be made by check or drafl. Any timely puyment or tender of shul-in rayalty which is mede in s bona fide anempt 1o
nukepmpc:pnymmt.wwmcbuemmnwholewhm-smpmmamums shall nevertheless be sufficient 10 prevent ination of this kease in the ssme mannes as though 3 proper
payment bad been made if Lessee shall comect auch emor within 30 days shier Jessee hay received written notice thereof by certificd mail from the party or partics entitled 10 roceive payment togeiher
mm\vﬁnm&nsmm(uwﬁﬁdmtlmmﬂummmwytomn&:kmmmmrpum The amount realized from the sale of gas on oc off the premises shall be the
d entered info in good faith Iryhmnndan:pwclusa forsudxumwdundcmxbcomnmnnammnuymtbemdmry “Price™ shall moegn the

price established by the gas sales
net amount received by Lessec sfier giving effect fo applicable regulatory orders and afler appli of any appli price nnhwmm«miuayudn 1n the ovent
usmmovum.m‘s.wnﬁ».mdehyhmmbm(whuhumovomhehsedpmu)mnmpm:poﬁmemoms,‘---b- puring des may dedint from
such price a reasonable eharge for each of such functions performed.

4, This is & paid-up kease and Lessee shall not be obligaed during the primary ienn hereof o commence or continue any op £ or 0 take any
bezeundet in order v maintain this lease in foree during the primary termy; howeves, Abis provision is nos intended 1o selieve Lesses of the obligation to pay soyaiiies ow actual produstion purnznt 1o
the provisions or paragraph 3 bereof.

5. Leasee is hereby gramed the zight and power, from ting 10 1ime, 10 pool or combine this \case, ﬂuhndcamedbynamypmorhonmwm:nymhﬂ.
ineral estates or parss thereof for the production of oit or gas.  Units pooled hereunder shal not exceed the suaidard peorution unit fixed by law ar by the Qi Conservation Division of the Enetgy
ad Minerals Department of the State of New Mexico or by any other lawhd suthority for the pool or area in which said iand is situsted, plus & tuiesance to fen percent.  Lesser shall ke wriften anit
designations in the county in which the premises are locaned and such wnits msy be designated from time to time and cm;a befm or mer n: completion of wells, Drilling cperations on or
productics fom sny purt of any such wnit shall be considersd (ov ol puposes, except the payment of royalty, as duction from the land ® this lease.
There shall be aliocated o the land covered by this fease included in any such unit thar portion of the total production of pooied minerals fmm wclls ip the wnit, after deducting any used in Jease or
it operations, which the net onl ar gas acreaye in the Jand covered by this lease included in the unil bears 10 the 101a) aumber of surface pcres in the uait. The production so aliocated shall be

idered for all purp i g the payment or defivery of royalty, 10 be the entire production of pooled minerals from the portion of said lsnd covered herelry and inchded in said unit in e
same manner as though prvduwdf\‘nm said land undcr the temms of this lease. Any pooled unit designatcd by Lessee, ps provided hesein, may be dissolved by Lessee by recording an sppropriate
insinanens in the county where the mnsmledmmvnmammnmnpknmnfnm bole or the cossation of production on sai) wmit.

6. Ifotthe expirstion of the primary term Ihm\s o well upon said land capable of producing off or gas, ban Lessee bas d opevavions for drilling or i
i with no ion of more than 60 corm-uuvedlys.wbﬂhamhoperannabcmﬂwmnwﬂwmudlﬁmnw

additionsnl wello'\uells,md|lmeymullmlheptoductmnofoﬂcrgu,solon; mtreaﬁnaaollotwnproducodkunmdhnd U, after the expiration of the primary tenm, all wells upon said

undshuuwbemnuncapubkofpradmgfwmyum this Jease shall oot if Lessee Tor additional dritling ox for reworking within 60 days thereafier. Many
drilling, additional dritling, or cking op der result in producti Mmmmﬂlmnulmhunwm&cnwwwuwmm

1. Lessee shalt have free use of oil, gas and waier from said land, except swaier from Lessor's wells and tanks, for all operations herevnder, and the royalty shal) be computed afier
deducting any sc used. LnsushmhwﬁenmnmmdmnpulﬂwuueapmmmMﬂuslasetommaﬁwnpenymdfmaplmbyusummdlud.urhdmwnﬂn\odmv
and remove afl cusing. When required by Lessor, Lessee will bury all pipelines on cultivaled lands below ordinary plow depth, and no well shall be drilied within two hundred feet (200 1) of sny
residence or barn now on said Jand without Lessor’s consent. Lessor shall have the privilege, a1 his sisk and expense, of using gas from any gas well o seid land for sioves md inside lights in the

principal dwelling thereon, ows of any surpius gas noi needed for operstions hereundes.

8. “The rights o!amapmyberumdu may be assigned in wholk o1 in part and the provisions bercof shall extend (o their beirs, d and aasigns;
but o chaage in the ownership of the land or in 1he ownership of, o rights to reveive, foyaltics or shut-in royaliics, however accomplished shall opemie wcnlus the obligations or dimitrish the
rights of {.esvee: and nosu:bvhmgemdnvmmm“behndmgw)m«for any parpose until 30 days afier Lessee hos been funished by certified mail sf Lessee's principal place of business
with accepieble instriments or certified copies thersof constituling the chain of title from the origina! kessor, 1 any such change in ownership occurs through U death of the owner, Lessee msy, &
s option, pay or tender asy royalties or shut-in royalties in the name of the deceased or 10 hiy esfare or to his heirs, executor or sdministrator until such time 23 Lessee has beeu furmished with
evidence satisfactory tolessee as lo the persons entitied fo such sums.  An assignment of this lease in whale o in pan shall, 10 the extentt of such assigment , rebeve and discharge Lessoe of any
obligations hereunder and, if Lesses or assignee of gart or pasts hereof shall fail o make default in the paymiet of the propertionate park of royalty or Shur-in royalty due from such Lessee or
sssignee o fail 1o comply with any of the provisions of this lease, such defisuli shall nor affici this Jease insofar as it cuvers a part of said Luwds upon which Lessee of any assignee thereof shall

properly comply or make such payments.

9. Shold Lessoc be prevented from complying with any exprest o implied covenant of this lease, or from conducting drilling of 1 ! des, o from
producing oil or gus hereunder by reason of scarcity ar inability 10 obmin or use equipmicat or marenial, or by operation of force mu)euvc.ubylny Fedmlorsm: {aw or any order, rule or
reguistion of governmental authority, then while so prevented, Lessee s duty shall be suspended, and lessce shall not bcluble for failure 0 comply thevewith; and this lease shal) be cxiended while
and 5o long a5 Lessee is preveated by any such ducting dsifling or hing Operaiions & from producing oil of gas b der, and 1be time while Lessee is 80 prevented shalt not be
counted against Lessee, snything in this tease 10 the contrary notwithstanding.

10. 1.es80r hereby warmnts snd agrees to d=fend vitle 10 35id Land and asrecs thel dessee 21 its optian moy discliarge sy fax, mortgage or other lien upon said Yand , and in the event
Lessce does so it shafl be subrogated 10 such tien with the right 10 enforce samcmdtoapp!ymynltusmwuxmmyahnspny-hkh«mmmmdmmm Without impairment of
Lessec's rights under the warranty, if this lease covers a less interest mrhzodorwmnﬂox any part of said land than the entire and undivided foe simple estate (whcther Lessar"s inierest is bervin
specified or not) then the royalties, shut-in royaliy, aud other payments, if any, accruing from any part as lo which this lease covers fess than such full interess, shall be paid only in the praportion
which the interest therein, if any, covered by 1his fease, bears 1o the wholz and undivided foe simple estaic therein. Shouid any one or more of the pasties named above a5 Lessors il 10 execme this

Lease, it shall nevertieless be binding upon the party or parties executing the smne.
1), Lessec, its or his successors, hemmd:sunpu,ﬂmnhnvelhen;,huumumelammm:krlhlsm::.mv»’lmleolmpm,lol.uwumm successors wnd assigns

by delivering or mading & refcase thereof to U Lessor, oc by placing a felease theroal of record in the county inwhich seid land is situated; thereypon Lessee shall be refieved from sl obligations,
expressad or implied, of this agreement as to acreage 8o KuTendered, and thereafier the shig-in royalty paysble hercunder shall be reduced in the proportion that the acreage covered bezeby is

reduced by said release or redeases.

THE WILLIAM JEFF GLENN AND LORA NELL SMITH GLENN REVOCABLE TRUST DATED FEBRUARY 13, 1992

M@ ] 1%4/ S o Rl o A y — e

BY: WILLIAM JE s TRUSTEE BY:LORA NELL GLENN, TRUSTEE
e LY eins biesios
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STATE OF NEW MEXICO 3
§
COUNTY OF i Zat ¢

The foregoing instrument was acknowledged before me this
GLENN AND LORA NELL GLENN, in the capscity herein stated.

oo @

stor 530met 0729
INDIVIDUAL ACKNOWLEDGMENT (New Mexlco Short Form)

LL % :hyof ﬂ'jﬁ%}/)

oo tngires o7 TN LY

‘I',“ﬂ'l' LTI

2003, by WILLIAM JEFF

L) i

Natury Public, Statc of New Mexico

Printed Name, @‘A:g‘& ZZ&‘ is . —
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OIL & GAS LEASE

THUS AGREEMENT made this 20* day of Octoberr, 2003, betwees KENNETH MARK SMITH A/K/A KENNETH M. SMITH, AND WIFE, PATSY LOU SMITH, of 267
Smith Ranch Rosd, Hobbe, NM 88248, herein called “Lessor” (whether one or move) and T. VERNE DWYER, 500 West Wall, Sulte 310, Midland, Texus 79701 , “Lessec™

1. Lessar, in cousideration of TEN AND OTHER DOLLARS in hand paid, receipt of which is hereby acknowledged, mnd of the royalties herein provided end of the agreements of
L ine for and produc

the Lessee herein contained, hercby grants, icases and lets exclusively unto Lessee for e pwpose of i exploring, ing, drilling, and oil and gas,
injecting gas, waters, other fluids, and air into subsurfacc strata laying pipelines, storing oil, building 1anks, roadways, telephone lines, and other structures and things theroan to produce, save tako

care of, real, process, siore and transport said minerals, the following described land in EDDY COUNTY, NEW MEXICO, to-wit:

WNSHIP 22 SO G S

SECTION 24: SW/4 NW/4

Said land is cstitoated (o comprise 40.00 acres, whethes it actually comprises mors or less.
2. Subject to the other provisions herein contained, this Jease shall remain in force for a tenm of three (3) yesrs from this date (called “primary term™) and as long theroafter as ol
or gas is produced from aaid tand or from tand with which said band is pooled.

3. The royahies to be paid by Lessee arc: (a) on ofl, and other liquid bydrocarbons saved ! the well, 3/16* of that produced and saved froi said land, swne 1o be doliverod
a1 the wells or to the credit of Lessor in the pipeline to which the wells may be connected; (b) on gas, including casinghesd gas or other gaseous subsience produced from said land and used off
the premises or used in the manufacture of gasokine ar other products, the inarket value &1 the well of 3/16* of the gus used, provided that on gas 303d on or off the premises, the voyaltics shail be
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/ar condensate weil on said land, or land pooled
therewith, but gas or condensate is not being 30 50ld or used and such well is shu-in, either before o afier production therefram, then on of before 90 days aftes said well is shut in, and thoreafier &t
annual intervals, Lessee may pay or tender an advance shut-in royalty equal to $1.00 per net acre of Lessar’s gas acreage then held under this lease by the party meking such payment o render, and
30 loog #s said shut-in royelty is paid or tendered, this leasc shall 0ot terminase and it shall be considered under all clawses hereof that gas is being produced from the lensed premises in paying
gquantitics. Each such payment shall be paid or tendered to the party of parties who at the time of such payment would be entitled 1o receive the royalties which would be peid under this lease if the
well were in foct producing. The paymen) or tendes of royalties or shut-in royalties may be made by check or draft. Any timely payment or tender of shut-in royalty which is made in s bowa fide
atempt 10 make proper paynent, but which is eroneous in whole or in part as 1o parties or amounts, shall nevertheless be sufficiem to prevent terminasioo of this kease in the same manner as though
2 proper payment had been made if Lessee shall correct such error within 30 days afier lessee has reccived writien notice thereof by certified mail from the party or parties emitled to receive
payment together with such written instruments (or certified copies thercof) as ase pecessary to enable lessee to make proper payment.  The amount realized from the sale of gas on or off the
premises shall be the price esisblished by the gas sales contracied entered into in good faith by Lessee and gas purchaser for such term snd under such conditions as are customaty in the industry.
“Price™ shall mean the net amount seceived by Lessee afier giving effect to applicable reyulsiory orders and afier application of any appli price adj specified i such contract or
regulstory orders. Lo the evem Lessce compresses, treats, pusifies, of dehydrates such gas (whether on ar ofl the leased premises) ar transports gas off the eased premises, Lessee in compting

soyalty heseunder may deduct from such peice a seasonsble charge for each of such finctions performed.

4. This is 2 paid-up Jease and Lessee shal) not be obligated during the primary tenp hereof 1o commence or Sontinue any operations of wh h or o make sy
payments hereunder in order to maintain this lease in force during the primary term; however, this provisioa is not imended to relieve Lessee of the obligation 1o pay royalties on acthual production

pursuant to the provisions or paragraph 3 hereof

s Lessce is hereby granted the right and power, from time 1o time, 1o pool or combine this lcase, the land covered by it or any part or barizon thereof with any other land,
mineral cs(aies of pans thereof for the production of vil of gas. Units pooled hereunder shall not exceed the siandard proration unit fixed by law or by the Oil Conservation Division of the Energy
and Minerals Departmen: of the State of New Mexico or by any other lswful suthority for the pool or ares in which said land is situated, plus s tolerance io ten percent. Lessee shall file written

unil designations in the counly in which the premises arc located and such wnits may be designaied from time 1o time and either before or after the completion of wells. Drilling operations on or
i ducted upon or production fom the land described in this keass.

production from any part of any such unit shall be considered for alf purposes, cxcept the payment of royaity, as op P
There shall be allocated to the Jand covered by this Jease included in any such unit that portion of the total production of pooied minerals fiom wells io the unit, sfter deducting any used in lease or
wiif operations, which the net oif or gas acreaye in the land covered by this lease inchuded in the unit beass to the toxal nurmber of surface actes in the unit, The production 3o aliocated shall be

idered for all purp including the paymem or delivery of royalty, 1o be the enuire production of pooled minerals from the portion of seid kand covered hereby and included in said unit inthe
same mannes as though produced from said land under the fenus of this lease, Any pouled war desimutud by Lesser, us pruvided Ses ein, may bs dissolved by Lassee by recording an apprope
instrumem in the county wheve the land is situared at any time afier the completion of & dry hole of the cessatian of production on said urit,

6. Hul the expiretion of the primary tenn 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 30 long as operstions are p d with no ion of more than 60 consecwive days, whether such operation be on the same wetl or on a different or
sdditional well or wells, and if they result in the procduction of oif or gas, 30 loog thereafier as ofl of gas is produced from said land. LE, 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 perations for additional drilling or for ing within 60 days thereafter. If any
drilting, edditiona} drilling, or ing operations b der result in p then this lease shall remain in full force 50 Yong thereafier 83 o or gas is produced h o

7. Lessec shall have free use of oil, gas and water from said fand, except water from Lessor’s wells and tanks, for all operations hereunder, and the royakty shall be coapnzted after
deducting any so used. Lcsseeshallhvclheriuhlumy\im:durinzmlﬂamuphtiunuiuﬁskncwmnovelllpropmyundﬁxlmupheedbyLmonmdMindudingbeMm
draw and remove o)l casing. When required by Lessor, Lessee will bury all pipetines an cultivated lands below ordinary piow depth, and no well shal) be drilled within two bundred foet (200 ) of
any residence or bam now on ssid land withown Lessor™s consent. Lessor shall have the privilege, a1 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 swplus ges Dot needed for operations hercunder,

) -

8. The rights of eitber party bereundes msy be assigned in whole o in part and the provisions hereof shall exiend 1o theis beirs,
but 10 change in the ownership of the land o in the ownership of, or rights to receive, ruyaliies or shut-in royahties, howeves sccomplished shall operate 1o enlarge the obligations o diminish the
rights of Lessee: and no such change or division shall be binding wpon lessee for any purpose until 30 days sfier Lessee bas been firnished by certified mai) a1 Lessee's principal place of uniness
with accepfable instruments o certified copies thereof constinuting the chain of fitle from the original lessar.  Hany such change in ownership oocurs trough the death of the owner, Lessee may, &
its option, pey or tender any royahies or shut-in royalties in the name of the deceased or to his estaie of 1o his heirs, execwor or sdmivistrator until such time s Lessoe has been furished with
evidence satisfaciory 1o lessee as to the persons entitled 10 such sums.  An assignment of this lease in whole or in part shall, lo the exters of such assigunent , relieve and discharge Lessee of any
obligations hereunder and, if Lessee or assignee of pan or pants hereof shall fail e make defauh in the payment of the proportionate part of royalty or shut-in royalty due from such Lessee ar
assignee orfnilmcomplywi\hmyofm:pmvisiomufwsInse,mhdchuhsln.unolnﬁcc'mislunimnluuiwvm-mofnwhnd-upmwhkbumeumuﬁwl}crwfﬂ
propenly comply or rake such payments,

9. Should Lessee be prevented from complying with any express or implied covenant of this lease, or from conducti drilling or Tking ions b or from
pmdncingoilmwhtrcmdabyreuonurmciyminabih'rywominonueequipmemo:m-uerial.orbyopemionofﬁmzmqiew.nrbyuyhdmlamlehwotmadﬂ.mw
gulation of g ) ity, then while s0 prevented, Lessees duty shall be suspended, ad lessec shall oo be liable for faifure to comply therewith; and this lease shall be extended while
and 30 long #s Lessee is prevented by any such cause from conducting drilling ar rking operations o1 from producing oil or gas and the time while Lessex is 80 prevented shall nat be
counted against Lessee, anything in this Jease b the conreary avhwithsianding.

to. Lessor hereby warrants and arees (o defend titie to said tand and agrees that lessee a1 its option discharge any tax, mort of other fien
Lessee does 30 it shall be subrogated to such lien with the right to enforce same and 10 apply royalties and shut-in alia pn;nbtyhucmda :rud nusfymgmwslm.::m
Lessee’s rights wnder the warranty, if'this lease covers a less interest in the oil or yas in afl o any part of said land than the entire and undivided foe simple estate (whesher Lessor's inseres! is bevein
specificd or nof) then the rayalties, shut-in royahy, and other paymems, if any, accrving from any pant a5 1o which this Jease covers less than such full interest, shall be peaid only in the proportion
which the interest therein, if anry, covered by this lease, bears to the whole and undivided fee simple estate therein. Should any on¢ of more of the parties named sbove as Lessars fail to execute
this lease, it shall nevertheless de binding upon the party or parties execuling the same.

. u:saec,i(:whhsucceswrs.hehmd-sim,shallh-vuheriy)uumylimelomncndalhisluu,i\wboleminmmksmrmhismmulonlndlm'ﬂ
L " ofl cbiigalt

bydeliverin[ormailingfu:lns:merwflo!h:l.ess«.abypheinganlmemuto!afrecordinmemmyinwhichmidl.ndiuiamhd; h shal] be relieved from
expressed or implied, of this agreement as 10 acreage 30 sumendered, and thereafier the shut-in Toyal ble hereunder shall be reduced in the proportion acreage hereby i
reduced by said release or releases, idad e et the covered ®
.. /’I . "
KENNETH MARK $MITH ’ PATSY LOYSMITH Ny T
TVeane Lyl
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INDIVIDUAL ACKNOWLEDGMENT (New Mexico Short Form)

STATE OF NEW MEXICO [
E l a §
COUNTY OF $
s
The forcgoing was scknowledg ‘beronmen-is_L___d-yor_MmILmLL&_,mmmwmmn
SMITH. '

My Conmission Expires_ S 2 2> 2406

Notary Public, State of New Mexico 3

Printed Name, L

e
()

", ok
INDIVIDUAL ACKNOWLEDGMENT (NewMilo $¥5

“rereegrars?

STATE OF NEW MEXICO 8

§
COUNTY or__E__AJL‘__. §
o L
The foregoing instrupvent was acknowledged before me this day of 2003, by PATSY LOU

My Commission Expires_&s_ = 7] -200b %‘m——m

State of New 3
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Producer’ s 88-(Producer’ s Rev.ised 1994) Now Mexicy  .u 342P, Paid-wp

OIL & GAS LEASE

THIS AGREEMENT made this 2™ day of October, 2003, between WILLIAM C. SMITH A/K/A WILLIAM CREED SMITH, AND WIFE, NANCY SMITH, of P.O, Bax
727, Lovington, NM 88260, berein calied “Lessor™ (whethes one o mure) end T. VERNE DWYER, 506 West Wall, Svite 310, Midlacd, 'I‘cus 9701, "Lessoc™

I Lessor, in consideration of TEN AND OTHER DOLLARS mhandpani mcenptofwhmlmheveby Ichmledpd, qﬂﬁ“mﬂnmwwﬁﬂgmd

the Lessee herein contained, hereby grants, leases and lets exclusively unto Lessee for the purpose of i drilling, and ing for and producing oil nod gas,
injecting gas, waters, other fluids, and air imo subsurface strata laying pipelines, storing oil, building tanks, roadways, Mcphone bnes.md other struchres and Mvpﬂum to produce, save take

care of, treut, process, stare and transport said minerals, the foliowing described land in EDDY COUNTY, NEW MEX1CO, to-wit:

TOWNSHIP 22 SOUTH, RANGE 30 EAST

SECTION 24: SW/4 NW/4

Said land is estimated 10 compaise 40.00 acres, whether it actually comprises more of Jess.

2. Subject tuthe other provisions borcin comtained, this bease shall remain in force far a term of threr (3) years from this date (called “pnmary ferm™) end as loog theresfier a3 oil
of gas is produced from said land or from land with which said land is podiai.

3. Theroyalties 1o be paid by Lessee are: {a) on ail, mdaﬂlullquldhydrowbmn nvmul lhewen ™ nhhnpmduccdmdnvedﬁmmlmd,mlobeddsmd
ot the wells or to the credit of Lessor in the pipetine 10 which the wells may be d; (b)on gas. i ingbead gas or other gaseous substance produced from said land and used off the
premises or used is the manufactuse of gasoline or other products, the market valuc at the well of 3/16® of the gas used, provided that oa gas sold on or off the premises, the royaities thail be M16*

of the amount realized from such sale; (c) and at any time when this lease is nor validated by other provisions hereof and there is s gas and/or condensute well on said land, or kand pooled thevewith,
bt gas or condensase is X beiug s sold or used and such well is shut-in. either before or afer production therefrom, then on or before 90 days after said wel! is shut in, and theseafter at annual
iniervads, Lessee may pay or tender an advance shut-in royally equal 1o $1.00 per net acre of Lessor's gas screage then held under this lease by the pm; mnkmymehptymemuwndet lndlolm;
as seid shut-in royalty is paid or tendered, this lease shall not terminate and it shul) be considered under all clsuses hereof that gas is being prods from the k in paying

Each such poyraent shall be paid or tendesed to the party or parties who ai the time of such paymeat would be entitled to rective tie royalties which would be paid md= this bease if the well were in
fact producing. The payment or tender of royahtics or shutein royaliies may be made by check or draft. Any rimeiy payment or tender of shin-in royalty which is made in a bona fide attempt vo
make proper payment, but which is erroneous in whole or in pan as to parties o7 amounts, shall nevertheless be sufficient to prevear tenmination of this lease in the same manner as though s proper
payment had been made if Lessee shall correct such estor within 30 days afier kessce has received written notice thereof by certified mad From the party or partics entitled to receive payment together
with such wnitten instruments (or centified copies thereof) as are necessary to ensble lessee to make proper payment. The amount realized from the sale of gas oo or off the premises shall be the
price established by the gas sales contracted entered into in good faith by Lessee and gas purchoser for such term and under such conditions as are Customary in the industry, “Price™ shall mean the

net amount received by Lessee aftes yiving effect to applicable regulsiory orders and afies application of any applicable price adji spec\ﬁedmndmmunguhuym lmhu\m
Lessee compresses, treats, purifies, or dehydrates such gas {whether on or off the leased premises) or transponts gas off the leased premises, Lessee in computing royalty by 1y from
such price a seasonable charge for each of such functions perfonned.

4. Thmupud-upluumdl.esseuhlllnotbeobhmeddmngllu:pnmuyurmhnuofwcmmnmwwmmumopnnmufﬂnwdwwwnmhmym
hereunder in order 10 msintain this lease in force during the primary term; hiowever, this provision is not intended to relieve Lessee of the obligation to pay royahies on actual p P
the provisions or paragraph 3 bereof,

: s, Lessee is heredy gramed the right énd powes, from time 10 lime, 10 pool or combine this lease, the land covered by it or aay pan o horizon thereof with any otber land,
mineral ostates or parts thereof for the production of oil or gas. Units pooied hereunder shall not exceed the standard proration unit fixed by law or by the Oi) Coaservation Division of the Energy
and Mincrals Departinens of the State of New Mexico or by any other Jawful autharity for the paol of area in which said land is situated. pius 8 tolevance to fen percent. Lessee shall file written unit
designavons in the county in which the premises are located and such units mey be designated from time to fime and urha before or aftes the completion of wells. Drilling operations oo or
production fmmmypmohvvysuchunnsmllbeconstdmdfmanpmwu.nuwmepuynmmfmﬂry. P upos or production from the land ibed in this lease,
There shall be allocated to the land covered by this lease included in any such it that portion of the totul production of pooled minerals from wells in the unit, after deduciing any used in lease of
umloperalms,whschlhenanﬂolpsm in the tand covered by this fease included in the unit bears 10 the total number of surface acres ip the unit. The production 3o allocated shall be
g the payment or detivery of royalty, 1o be the entire production of pooled minerals from the portion of said land wvmedhwebymd mc]ud:dmmdlmumih

ived by Lessee by recording an app

id fox all
S8ME NBADKY 85 lbnu;h produced lmm 8id lared undes the terms of this lease. Ay pooled unit designeted by Lessee, ns provided herein, may be di
instrument i the cowtty where the land is situated a1 any tine afier the cnmplenau of 3 dry holc or the cessation of production on said wnir,

6. M atthe expirstion of the primary term thrre ts no well upon said land capable of producing o) or gas, but Lessee has d ions for dnlling or wkis
hereon, this leasc shall remain in force 30 long 8s operati d with no ion of more than 60 consceutive days, whethes such operation be an the same well or on & duﬂemn or
additional well or wells, and if they result in the production ol' oil m gas, solong thereafier as oil or gas is produced ﬁom seidland. 1f, sfier the expiration uﬁbemnxy term, all wells upoo ssid
landshoddbeco«mmupablzo[producmgmm)cmse.muleaushnllnnl ji Lessec for additional drilling of for king within 60 days thereafier. Ifany
drilling, sdditional drilling, or rking der yesub in productii lmwwwlmmmmhcewmmm:wuwnmm
7. Lessee shal) have frec use of o), gas and waier from s2id land, exscpt water from Lessor's wells and tanks, for al) operations hereunder, and the royalty shall be computod after
deducting any so used, Lessee shall have the right at any time during or afier the expiration of this lcasc to remove all propenty and fixtures placed by Lessee en said bad, including the right to deaw
and remove afl casing. When required by Lessor, Lessee will bury ali pipelines on cultivated lands below ordinary plow depth, and no well shall be drifled within two hundred feet (200 f.) of sy
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

hereunder.

principal dwelling thereon, out of any surplus gas nof peeded for operations

8 The rights of either party hereunder may be assigned in whole o7 io port and the provisions hereof shall extend 1o their beirs,
but no chunge in the ownership of the land or in the ownership of, oc rights to reccive, royalties or shut-in royaliies, however accomplished shafl operate to enlarge the obligations or d.mmulnh
rights of Lessoe: and po such change or division shall be binding upon lessee for any purpose until 30 days afier Lessee has been furmished by cenified mai) at Lessee's principal place of business
with acceptable instruments or cenified copies thereof constituting the chain of vitle from the origina) dessor.  If any such change in ownership occurs through the death of the awner, Lesseo may, at
its option, pay or fender any royalties or shut-in royalties in the name of the deceased of 1o hia esizic or to his heirs, executor or administrator until such time as Lessee has been furnished with
evidence salisfactory 1o lessee as to the persons entitled to such sums.  An assipnment of this lease in whole or in pan shall, 1o the exient of such assignment , relieve and discharge Lesser of any
obligations hereunder and, if Lessec or assignee of part or paris hereof shall fudl or make default in the payment of the proponionate part of royalty or shul-in royalty due Erom such Lessee ar
assignee or fail to comply with eny of the provisions of this lease, such default shall not affect this leuse insofar as it covers a part of said lands upan which 1.essec or any assignee thereof shall

properly comply or make such payments.

9. Should Lessee be prevented from complying with any express or énplicd covenant of this lease, or from cnndu:nnu drilling or reworking operations hereunder, or from
producmgotlorsls her:mdubynuonofwmy or inability 10 obtaim or use equipment or material, or by operation of force majeure, or by any Federal or siate law or any order, rule or
of go h then while so prevented, Lcasee 's duly shall be suspended md Sessee shall not lx liable for failure to comply therewith; and this lease shall be extended while
Mmlmgsbm«nswmmcdbymymhcmm g drilling or ig op os from producing oil or gas h and the time while Lessee is 5o prevented sball pot be

mdmmunnhmuhslemwhwmmmm

10. Lessor hereby warrams and agrees 10 defend title 10 seid land and agrces that lessee at its option may discharge any tax, monigage or other Jien upan said land , and in the eveng
Lessee coes su Ul shail bt subrogated 1 sach lien w ith the right 10 enforct saine 3¢ 10 spply royliies and shut-in royaliss payabls haeunde wward satisfying seme.  Withow inypainpont of
Lessee’s rights under the wareanty, if this lease covers a less interest in the oil or gas in all or any part of ssid lund than the entire and undivided fee simple estalc (whether Lesyor's imeres: és hergin
specified or not) then the royslties, shut-in royalty, and othes payments, if any, accruing from any part as to which this lease covers less than such full imterest, shall be paid oaly in the propostion
which the interest therein, if any, covered by this lease, bears (0 the whole and undivided fes simple estate therein. Should any one or more of the parties nuned above as Lessors fail to execuse this

lease, it shall nevertheless be binding upoo the party or parties executing the same.
1. Lessee, ||lolhnssuccms,be\tslndlmyu.dmllhavﬂ]nmmulnyllmlomnendcllhnleau in whole or in part. to Lessor or his heirs, sucoessors and mssigns

by delivering or mailing » release thereof to the Lessor, ot by placing a release thereof of record in the county in which suid lend is siluated; thereupon Lessee shall be relieved from a8 oblwan,
expressed of implicd, of this sgreement a5 10 acreage 30 swwendered, and thereufier tho siut-in royalty payable hereunder shall be reduced in the proportion that the screage covered bereby is

reduced by said reloase or releases.

-

WILLIAM CS

NANCY SPITH
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INDIVIDUAL ACKNOWLEDGMENT (New Mexico Short Form)

STATE OF NEW MEXICO §
H ,
COUNTY OF LEA §

The foregoing insrument was scknowiedged before me this__14tHR  gay or_ OCTOBER
SMITH.

» 2003, by WILLIAM C.
’ “uuuu,, .,

\‘\ k Olr e

Norary Public, Siate 3¢

Printed Name,

.-
ot

INDIVIDUAL ACKNOWLEDGMENT (New Mexico Short Form)
STATE OF NEW MEXICO §

§
COUNTY OF LEA

The foregoing instrument was scknowledged before me mis_14th 2003, by NANCY SMITR.
“n!nl'r .,

\\‘ X h

aemn

RECEPTION NO3 0314
NEW MEXICO, COUNTY
RECORDED 11/177200
BOOK 0530 PAGE 072
JEAN BLENDEN, COUN






