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’ OIL & GAS LEASE

this 20™ day of Octobes, 2003, bﬂweea GLORGIA L. BERGSTEN A/K/A GEORGIA LOU LONDON BERGSTEN m
THIS AGREEMENT made this day o p -

. . . ,
(whahamarme)md 'I‘.VLRNEDW\ER.M Wul lll.Sulthlo. Midiand, Texsn 75701, “Lesses™ g} 34 Lmy Gazer A ~ W Afugees Nob 858
I Lessax, in consideration of TEN ANDOT)EBDOuARSmMMmpldebmb’ MN%WWWMMMJ

Lessce berein mud,benbymkuundlmnchnlvﬁymmt«mm ing. and operating for end producing oil and gas,
:::ﬁm"a,wﬂe::'otherﬂm and air into subsurface straia laying pipelinos, sroring oil, building taoks, roadways, ielcphone lines, and otber structures snd things thereom & produce, svo ko

care of, troat, process, store and transpunt ssid minersis, the foflowing dascribed lend in EDDY COUNTY, NEW MEXICO, to-wit:

TOWNSHIP 22 SQUTH, RANGE 30 EAST

SECTION 24: SW/4 NW/4

Said land is estimaied 10 comprise 40.00 acres, whethcr i sciually comprises mors of loss.

2. Subjoct ta the other provisions berein contained, thix lease shall remoin in force for a tenn of three (3) years from this dase (calied “primary tern™) and as Jong thereafter as oil
or gas is produced irom ssid and or thom lany with which said kind is pooled.

3 Tlumyllnawbtpﬂdbyhuum(u)onoﬂMuhulmdhy&mrbwumeduhwdl.lll“ofdulpvud:-dndnwdlmnnldhﬂ,mbhﬂw

at the wells or 10 the credit of Lessor in the pipeline to which the wells may be d: (b) on gas, inchudi ghead gas or other gaseous subsiance produced from said tend and uscd off the

ises or used in the i ofsuohewodmyodwu.lhemuﬁdmmhwdloﬂll“oﬁhepsuad.pwwduldmonpuddonaoﬂ'btmmhmmhmf
'o(lh:mmliudmm:k(c)md--yumcwhcnlhuIulunav-lulnedbymwmmwmnmklpmmﬂu-ﬂuwwmm
but gas or condensate is pot being 30 30ld or used and such well is shut-in, eithes before or afies production therefrom, then on or before 90 deys after said well is sinst in, and thereafier at annusl
,...M..L“.umyp.yovwamudwushu-uwynltyemnho&loowu-u:url.cwlpmmmuldnn&vmuhmbyhmm-dmum and 30 long
s 53id shut-in roysity is paid or rendored, this lease shall aot lerminate and it shall be considered under alt clauses bereof thal gas is being produced from the lessed premises in paying quamities.
Eﬂnxhwﬂullb-p—datmduadlnlhepmympnmsmnmmdnehplylmnwmhkmldmmmlhmduwbiﬁwﬁkpdwﬁhhhnnﬁnﬂmb
fact producing. mwymmnnduufmydluaim-uwydmsmbembyehdmm Anywndypynmumdmmywluhuuhhn bons fide mtempt to
make proper payment, but which is emoneous in whole or in part as to parties or smounts, shail h be to prevent terminstion of this lease in the same manner a3 though 8 proper
payment had been made if Lessee shall carrect such error within 30 days sfter lessee has received wrinen notice thereof by centified mail from the party or partics enitied to recaive payment iogsther
with such wrirten instnanents (or cenified copies thereof) as are nccessary fo enable lessee 10 make propes paymens. The amount reslized from the sale of gas 0o or off the premises shall be the
mwwwpmsowmuumwhnbyuu-wpmmhuamwwwm-nwnhm “an shaf] oxean the
nauwnmmdbyuua-ﬁanmeﬁwbwmhmmmmmu_"‘ ion of eny applicable price ad; y orders. Inthe evems
Lummml.wwh.nnﬁu ar dehydrmes such gas (whether on or off the leased ) ports gas off the leased premises, L @ th ity & des may deduct from
such price a reasonable chargs for each of such finctions performed,

4. This is 3 psd-up lease and Lessee shall not be obligated during the primary tenn hereof 10 commence or coutinue any operati
berqmoumudummumnlhulnnhkmdmu.duwmlmm Mwmnunmmdedwrdmmecofmow—dmbpymyiuummmwu—h
the provisions or paragraph 3 beroof.

3 wawwmnwwm.mm.nm.wmumum,mwmwhauymamwmmmu
mincral estates or pans thereof for the production of oll oz gas. Units pooked hereunder shall not exceed the siandasd proration wnit fixed by law or by the Oil Conservatian Division of the Enorgy
and Minerals Department of the State of New Mexico or by ey other lewfu) authority for the pool or 703 in which said land is situated, plus s tolerance 10 ten percont. Lesses shall file writien anit
deugrmmummtthhnhlhpmmseuubcnedmdsuchummybedmpvcdﬁwlmwumwnhmalhhwmdm Drilling operations oo ar
Vm“m-qymdnyMmumdlhmduwhnﬂwmewmmmofmyﬂy. P upon of p ion from the land described in this lease,
Thg‘dull\g.llouledmlhh»dwvevcdbym:lommchd:dmnymmMmdh'ﬂdpo&xmdpnﬂmhankﬁuweﬂnhhmlﬁu&&:ﬁummﬂnhﬂﬂ
mmopennm.whehunﬂodorpunnpnuhdeomedhydnk-umehmdn»‘mbuubmemwwduﬁnunnhul The production so allocated shall be
idered for all pup luding the payment or delivery of royalty, 1o be the ensire production of paoled minerals from the portion of said land covered hereby and included in said unit in the
mw.wmmwwmwnmdmm Any pooled unit designated by Lessee, a3 provided berein, may he disscived by Lesses by reconding an approprists
instrument in the county where the land it sicuated a1 any time afier the completion of a dry hole or the cessation of production on said anit,

6. W uihe expintion of the primary term lhmn nonll wa-mdhndupnbkefproducmnﬂumhm mmwwhmum
thereon, this leasc shall rexnain in foree so long as with no ion of mare than 60 consecirive days, whether such operation be on the same well or on a different or

Mﬂawmwd(hyntwbmmdnﬂummm mﬂauu’lumummbmmdhd. 1f, afiex the expirstion of the primary serm, all wells upon seid
for additi -mmaumnmway.m Hey

wmﬁmumdwmhmymmb-e“m insle if Lessee

drilting, sdditional drilling, or cking op des result in production, then this Jeasc shall remain in full force so kong thereafter as ol or gas is produced hereundes.

7. Lessoc shall have frex usc of oil, gas and water from said land, eacept water from Lessor's wells and tandas. for all operations hereundor, and the royalty shal be compated after
deducting any 50 used. Leue:mnhwunduu-vymdwmo-aﬂuhummdmukmmmmmm-nimphudbﬂn-mummumu&w
and remove all casing. Whnmwedbyuua.lamuilhrymmhumnmdhmhdwudmﬂwdepﬁ.mdmwdlmbedrﬂdwuﬁhmwedba(mﬁ.)dn
residence or bam now 0n said land without Lessor’s consent. Lessor shall have the p ¢, & hin risk and of using gas from any gas wetl on xaid land for stoves and inside lights in the

memmd-ympuwﬁvmm

(3 The rights of cither panty hereunder tay be assigned in whole ar in parnt and the provisions bereof shall extend 4o their heirs, drnin wnd assigns;
b\nmch-\.endnwwdwufﬂnlmdumhovmenhpof,unﬂabmmy-husorMumhmhﬂewmwlahdﬂawmhmh&hmudnmh
rights of Lessee: and w0 such chanpe o division shall be binding upon lesase far wry purpose until 30 days afler Lessee has been furnished by cenified mail ar Leasee's principal place of business
with scceptable instruments or cenified copies thereof constituting the chain of title from the original lessor.  (f sny such change in ownership occwrs through the desth of the owner, Lessee may, &t
its option, pay o tender any royshies or shus-in royalties in the nune of the deceased or 10 his estate o 10 his hoirs, exceutor or edministrator unt3 such time a3 Lessoe bas been farnished with
evidence satisfactory 10 Jesses s 10 the persons eutitied to such sums.  An assignment of this lexse in whols or in past shall, so the extent of such assigioment , relieve and dischargs Losece of any
obligations hereundes and, if Lessor or assignee of part or pasts hereof shal) faid or make defauit in the payment of the proponionste pant of ruyalty or shut-in royaity due from smch Lesses or
assignee or fail to comply with any of tbs provisions of this lease, such defank shell pot affect iis lease insofar a3 it covers 8 parnt of s2id lands upon which Lesace of sny assignee theroof shail

properly comply or make such payroents.

9. Should Lessee be prevensed from complying with any expreas o implied covenant of this lesse, or from ting drilling o ons b der, or from
wodmdlu.u Mbymofumhyunwﬂwumummummlwbymnﬂarumwbywidn!wmhwunym rule or
of go Mwhﬂrnmmd.huulMMkmMMIﬂwhnuNh&bﬂmbmmd&mmhwwﬁ
l\dnlm.nl.mnupmﬁlledbynyﬂthwm"‘- ducting drilling or reworki o1 from producing oil or gay heseunder; and the ime while Lessor is 50 provessed shall not be

mndwbumuyﬁhumhhenmmm -

10. Lessor hereby warrants and agroes o defend titie 10 said land snd agrees that lessce a1 its option may discharge sny tax, morigage or other Jien upon said land , and in the event
Ln-udnu.olMbenbowedlo-nhhenvmhm:ndnnmfmmundtonpplymymwm-aum,:lmpnyabhmmmm-u. Withowt impeirment of
Lessee's rights under the warrenty, lfmsleuecomlhuIm'mnnlhtniawuunolmmduﬂhﬂdmthmmndwﬁvﬂcdﬁenqkuuk(mw.mhm
specified or soc] then the royalties. smu-nm,dq.mdmum:fw,mn.Mmymuwmmﬁhumhlmmmunuwﬂhmmmﬁ:m
which the interest therwin, if any, covered by this lease, bears 10 the whole and undivided fee simple estate therein. Should any one or more of the parties named sbove a3 Lessars fis) to execute this

lease, i shall nevertheless be binding upon the pasty or parties executing the sams.
{1, Lesses, iis or his successors, heirs and sasigns, shail have the right at any time W surrender this lease, in whole or in pant, 10 Lessor or his beirs, successon md sssigns

by delivering or mailing 8 relense thereod to the Lessor, or by placing a release thereof of record in the county in which seid land is situated; mmuumunwmmm
expressed o implied, of this agreement 28 1o acreage 30 surmenderod, and thereafier the shun-in royshy payable hetexnder ghail be reduced in the proportion that the acrouys covered horoby is

reduocd by ssid relcase or releases.
T VERNE DWYER
CIL & GAS INVESTMENTS
500 W WALL STE 310

r{ MIDLAND TX 79701
2L . Ve . - .

EORGIA RGS‘I‘ENA A CEoRalf Lou LONDON

BERGSTENJDEALING IN HER SOLE AND SEPARATE i

PROPERTY PRINTED NAME: EXE 0 R S L. Twgsrion/

ssw _ : ssn:_ BEFORE THE OIL CONSERVATIGN COMMISSION
Santa Fe, New Mexico
Case Nos. 1 13368/13372 Exhibit No. 3
Submitted by:

Devon Energy Production Company, L.p
Hearing Date: June 5, 2006
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INDIVIDUAL ACKNOWLEDGMENT (New Mexico Short Form).

STATE OF NEW MEXICO :
COUNTY OF §
The foregoing i was scknowledged before me this ;2“ day of ; s D,&,h h&] , 2003, by GEORGIA L,

BERGSTEN.

e e

INDIVIDUAL ACKNOWLEDGMENT (New Mesleo Short Form)

sTATE BEWEW MEXICO '
]
COUNTY OF §
The fosegoing instrument was scknowledged defore me this day of , 2003, by
My Commsfssion Expires, -
Notary Public, Stafe of New México

Printed Name

RECEPTION NO: 0313
NEW MEXICQ, COQUNTY
RECORDED 127227200

1

0
BOOK 0534 PAGE Q1 Z?’ (i.(‘
JEAN BLENDEN, COUNT C% .
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Producer's ¥.¢Producer’ s Revisad 1994) New Mexico ! 42P, Paid-up i

OIL & GAS LEASE

THIS AGREEMENT made this 2* day of October, 2003, berwees WILLIAM JEFF GLENN AND LORA NELL GLENN, AS TRUSTEES OF THE WILLIAM JEFF
GLENN AND LORA NELL SMITH GLENN REVOCABLE TRUSY DATED FEBRUARY 13, 1952, of 378 Ridge Road, Sliver Clty, NM 88061, horoin called
“Lessor” (whether one or more) and T. VERNE DWYER, 500 West Woll, Suite 316, Midland, Toxae 7901, “Leswoe™

L Lessar, in consideration of TEN AND OTHER DOLLARS in haad paid, receipt of which is hereby mmwaumwwmua@md
the Losses berein comtainad, beroby grams, leases and lers exclusively uoto Lessee for the puspose of i igning, ing, prosp ;mmumhumwun
injecting gas, waters, other fluids, and air into subsurface strats layiog pipcli sioning oil, building tanks, roadways, lelephone lines, and other structures aad things thereon to produce, save tako
care of, treat, process, store aad transport 1aid minerals, the following described tand in EDDY COUNTY, NEW MEXICO, to-wit

TOWNSHIP 12 SOUTH, RANGE 30 EAST

SECTION 24: SW/a NW/H

Said land is estimated to comprise 40.00 acres, whether i autually compeises mone or less.

2. Subject to the uthes provisions hercin comtained, this kease shall semain in force for 8 tenn of thrve (3) years from this date (cailed “primary term’™) and as loag theresfier ws ol
of gas is produced from 3sid Jand or from land with which suid land is pooled.
3. The royslies 1o be paid by Lessee arc: (1) on oil, and othor liquid bydrocarbons saved at the well, 3/16® of that produced and saved from said Laod. same 10 be delivered
st the wells or to the crodit of Lessor in the pipeline 1o which the wells may be . (b)on gas, inchuding casinghead gas or other gnscous substance produced from wxid land and used off te
pren‘sauuwdinmmdmcufmﬁuwoMprmmwmnﬂumﬂofyu‘ofuhww&ww&dunpnﬂuuoﬂhwwhmmﬂhw
of the amoumi realized fioe such sale; (¢) and st any time when s kease is ot validsted by othes provisions bereof and there is 2 gas and/or condensase wel oe said laad, or Land pooled therewith,
but gas or condensate is no1 being 30 30l or used snd such well is shut-in, cither bofors or afies production thescirom, then on or before 90 days after said wall is sha in, and thereafies o anmeal
intervals, Lessee may pay or fender an advance thut-in royalty equad 10 $1.00 per net acre of L£3so7"s gas acreage then held under this lease by the party making such paymest or tender, snd so long
as snid phast-in royslty is paid or teadered, this Jcase shall not tominate snd it ghall be coasilered undes all clauses hereof tha gas is being produced from the lessed ises in paying quantities.
Each such psyment shall be paid or tendeved to the party o7 parties who ai the time of such payment would be eniitled to receive the royalties which would be paid undes this lessc if the well were in
fact producing. The peyment or tender of ryslties or shul-in royaftics mwy be made by check or drafl. Any timely payment or tender of shut-in rayalty which is made fa 8 bona fiie sncogt o
rake proper payment, bu which is esToneous in whole o in pan a3 1o pasties or amounis, shall heless be sufficient 10 preveut terminstion of this leass i the same manner 81 though 3 propes
payment bad been made if Lassee shall comect such envor within 30 days sfter Jesses bay received wrinen notice thereof by cenified mall $rom the party or pwrties entitled to receive paymient fogother
with such written instrumenss (or cortified copies thervof) as sre necessary to enable lessee 10 make proper puyment. The amount reslized from the sale of gas on or off the premises shall be the
price esablished by the gas sales contraceed entered into in good faith by Lessee and gas pwrchaser for such term and under such conditions es e customary in the indwitry. “Price” shall meanthe
net amount received by Lessec sfier giving effect to applicsble regutstory orders and afler application of any applicablc pri specified ip such reguistory orders. In the ovent
Lessse comgresses, treats, purifies, or dehydrates such gas (whether an or off the Jeased prenvises) o iransports gas off the leosed presnises, Losacs in uring royeity b der muy deduct flom
such price & reasonsbie charge for each of such kinctions performed.

4.  This isa paid-up kease and Leasee shas] oot be obligated during the primary wnn hereof to commence or continue any operations of whassoever character or 10 make any payments
hereunder in order 1o maintain this lease in foroe during the primary tenm; however,, this provision i not tended 10 relieve Lesscs of the obligation 10 pay royakiies o actus production putunt 10
the provisions or peragraph 3 bereof.

3. Lessee is hereby granted the right and power, frors time 1o time, to pool or coubine this lease, the land covered by i of sy pan or borizon thereof with any cther laad,
mineral esiaes or pans thergof for the production of oil or gas. Units pooled berewades shal) nos exceed the stmniasd prosstion unis fived by lw o by the O Conservation Division of the Energy

and Minerals Deparmment of the State of New Mexico or by any other lswfu) suthority fox the pool of aros in which said lend is situated, plus a tolerance to ten peroen, 1essee shall file wriken ook
designations in the county in which the premises are located and such units may be designated fom time to time and Cither before or after the completion of wells, Drilling operations on or

production from any purt of any auch iz shafl be considered for off purposes, except the payment of royalty, ss apersti ducted upon o pr from the Jand described io thit leass.
MMMunonwdnﬂnlnnlcowmdbylhi:kmiwh&dinnyu:hmilMlpminofﬂuwhlwudwiwolpoohdﬁwﬂtﬁmwﬂhbhﬁhlﬂu%muﬁhhﬂ«
unit operations, which the net 0il or gas acreage in the land covered by this Sease included in the unit bears w the total aumber of surface sores in the unit. The production so sllocated shall be

idered for al) including the paymens or delivery of royalty, to be the entise production of pooicd miserals from the portion of sid land covered hereby nd inchaded in said wai in the
same manner ax though produced from said tand undes the lerms of this leass. Any pooled unit desiguated by Lesaoe, as provided hercin, may be dissolved by Lasses by rocording an appropriste
instrument in the county where the tand s sirusted st any time afier dic compietion of a dry hols or the cessation of production on said .

6. ifat the expiration of the primary term (bere is 6o well upon said Land capsbic of producing ol or gas, but Lessee has d operations for drilling or riing
- thereon, this lease shall remain in force 30 loug as operations are p d with no ion of more than 60 canscuulive days, whethes such operation be on the sarme well o on o differcat
additionsl well or wells, and if they sesuh in the production of ail or gas, 3o long thereafter as oil or gas ix produced from said land. I, after the expisation of Ihe primary tenm, all wells upoo ssid
land should become incapable of producing for any causs, this lease shall not inate if Lessee ions for additional drilling or for reworking within 60 days thereafter. If any
drilling, additional drilling, or king jons b der resuk in p jon, then this lease shall remain in full force 30 loug thereafter 23 ofl or gas is producod hereunder.

1 Lenenh-nh-vefmnuofoa.mudwwfrunuidlmd.nwunlamum‘swdhmmhdmm.mhmmkmﬁ
deducting any 5o used. memﬁwnmﬁmhﬁuum«mmuﬁwwmﬂmwmewmnmdmmkﬁﬂhh
and remove all casing. Whmnmuindbyuuu,umwillhnaﬂp‘ve!humdﬁmdhndskbwodimpbwdtpt.ndmwﬂlhuhmwmﬁl&dﬁumﬂ)dﬂy
residence of bam now on said land without Lessor’s consent. hwnhuhumpiﬁhn.lﬁsﬁtwnmﬂtﬁqphnnyﬂnumnﬂWfamummhh
principal dwelling thereon, ou of any surphis gas not needed for operstions hereunder.

) The rights of &ither party bertundsr may be assigned in whole or int past and the provisioas boreof shall exwend (o their boirs, dmizes and assigas;
bunndm.:inuMpdhhﬂwht&omﬁpuﬂuri;hammoive.myalliuaMhmnlh.mmhuﬂmnmhﬂuhnwmn
rights of Lesace: -ndnonthmmdiv'uimmllbthﬁﬁmwmﬁ:mmmﬂ”mﬁ”hmﬁnﬁﬂumﬁ“ﬂn%‘:wmm
with accepsble instruments a cerniified copies thereof constituting the chain of titls ftom the original lovsor, 1 20y such change in ownesship oocurs through the death of the owner, Lesses may,
s option, pay o tendes asy royslties or shur-in royalties in the name of the deceased o 10 his estats or b his heirs, executor or sdministrtor until such Gime a3 Leasoe has been furnished with
ewvidence saisfactory to lessee as fo the persons entitfed 10 such sums. An-a‘wunnnh‘.mhm«hmmwhmmdmwm.nmﬂmunndw
obligations wuwwmamwdmummmmmum:mmhmmuammmmdwummummma
mi;nnuhﬂmeunplywimwdﬁupwiﬁa-dmiInu.mmMwmwmm&nimamdwhﬁmmmaqdm-wu
properly comply or maks such pryments.

L Mhmkmﬂhwmdyhﬁﬁmumwhpﬁﬁmwuhu.ammtﬂhw roeworking operstions hereunder, or Som
producing oil a1 gas huundubymmdu:iymh-bﬂhywabubumequmwu\-wiul.wbycpﬂuioadbmmqiun.aI:y-yhdmlom.‘nlnornyrmh.tduu
w' ;u‘.-f_u -  authy b’,mmw'ﬁm d, Leasee s duty shall be suspended, and lessce shall not be lisbie for failure to comply therewith; and this lease shall be exscnded whils

30 long as Lessoe s pr d by any such ducting drilling or rewarking operations as from producing oit or beveunder, and the time while Lesses is 40 prevemed shafl not be
counted againsi Lessoe, mnything in this lease 10 the contrary i s . ~

10. lmhmbyw;mdwmd:fuduimw—‘dwwwmksucniuq:ionm-ydiulnpc aa, mangage or other lien said lsnd , and in the.
andouloilmilbzmhmdwiuchMﬁm&ﬁwwu&wmmmmwmmﬁmhﬁm-;umwmm Wiminubmm
Lag’;ddnmmmagq.iﬁhxwm:lrui-lem«ialhcnilnr.uinlﬂumymdﬂmummmwmmhnw.w(vww&mihﬁ
;pe'ﬂ'ud;unol)mmeryyslmM%W.Mwhp)m.iflly.-min.fmmuymnlawﬁdﬂmlmmlkumnﬂMm.Mhp’dﬂyht&m
which the interes therein, if any, coversd by 1his lease, bears to the whols and undivided foc simple esiase therein. Should aay one or more of the partiss named above ss Lessors Kl 1o executs this
lease, it shall pevertheless be binding upon the party oc partics executing the smns.

18 hsue.ﬁsubbmhﬁnwmmMhown‘ﬁwumylhmmmnmrlﬁlm.inwhduuhm.bbﬂwaﬁnmm-dnu.s'
by«liwrhggrmgﬂin.u:}and&nolloﬂuum.abypkchuuhuWormudinhuwnthhkhuidwﬁmwd; thereupon Lessee shall be relieved Bom ah cbligations,
npm.:’azwluddﬂuumnuumnmd.mmwmwmamwmhmmbmdhummiumuhmmwh
reduced seid reiease or relcases,

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

ree Bt S

BY: WILLIAM -’Eé ;#EV T “BY: LORA NELL GLENN, TRUSTEE
Taz LD. No.: sw‘-u y ‘”!J[. .

veidlue - Ty
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INDIVIDUAL ACKNOWLEDGMENT (New Mexico Short Furm)

STATE OF NEW 1CO [ :
[ ]
Ja;‘ §
The foregoing instrument was acknowledged before me this A % dayof m i , 2003, by WILLIAM JEFF

COUNTY OF _,.
GLENN AND LORA NELL GLENN, I the capacity hereln stated.
issi00 Lixp 2. . i %gﬁ%/_zéé @;.a“'
we T AL TS o, ‘;JA ﬂ/ F&uyhhl{mdmmﬁw
e N 0, .
#“ ::.‘. k‘“e‘”{:&-”/&f Primed MML___
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RECEPTION NQ: 0314331
NEW MEXICO, COUNTY OF
RECORDED 1171772003 1
BOOK 0530 PAGE 072
JEAN BLENDEN, COUN
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OIL & GAS LEASE

THIS AGREEMENT made this 20* day of Octoberr, 2003, betwees KENNETH MARK SMITH A/K/A KENNETH M. SMITH, AND WIFE,PATSYLOU SMITH..pf 267
Smith Rasch Road, Hobbs, NV 88249, herein callod “Lessur” (whether one or more) and T, VERNE DWYER, 500 West Wail, Suite 310, Midiand, Texas 79781 , “Lossos™

Lessor, i consideration of TEN AND OTHER DOLLARS in hand paid, receipt of which is hereby acknowiedged, and of the royahies herein provided and of the agreemenns of
™ igating. explori L quﬂmﬂmb‘:ﬂmﬁ-ﬂﬁ
and things du k

L
the Lesace herein contained, hercby grants, icases and lets exclusively uato Lassce for e pwpose of © r
injecting gas, waters, other Quids, and air into subsurface sirats laying pipelines, sioring ofl, buikding tanks, roadway, ielephone tines, and other
care of, treat, process, sre and transport said minersls, the following described bind in EDDY COUNTY, NEW MEXICO, to-wit:

TOWNSHIP 22 SOUTH, RANGE 30 EAST

SECTION 24: SW/4 NWi4

Said land is estimated to comprise 48,00 acres, whether it acnsally comprises more or loss.

2. Subjcet tn the other privisions herein contained, this lease shall remain in force for & 1erm of three (3) yesrs from this date (called “primary term”™) and as fong thereafier s off
or g is produced from said land or from tand with which said tand is pooled.

3. Thbe toyalties 1o be paid by Lessee are: (2) on o, and ather liquid hydrocarbons saved at the well, 3/16* of that produced snd saved fromn said land, same 1o be delivered
a1 the wells or 10 the crodit of Leasor in the pipeting 1o which the wells may be d; (b} on gas, includi inghesd gas or pther gasecus subsiance produced from said Iand and used off
mmemhm"mﬁﬁmﬂwﬁuummmww-wMoﬂni‘nfm;uuuipmiddmtup-wuuwdfhewuﬁ—.hnydﬁamh
316* of the amount realized fom such sale; (¢) and at any time when this lease is not validated by other provisions hereof nd there is a gas andlar condensate welf cn said land, or tand pooled
therewith, but gas or condensate is pot being 50 s0ld of used and such well is shui-in, either before or afier production thereftom, then on o before 90 days affer said well is sins in, and thoreafies @
annual intervels, Lessex may pay or tender an sdvance shut-in royalty equal to $1.00 per net acre of Lesser’s gas acreage theo held under this lease by the party making such payment or tendes, and

30 loog as said shutén roysity is paid or tendered, this leasc ahall pot insie and & shall be idered under afl clauscs hereof that gas is being producad from tbe leased premises in paying
quantities. Each such payment shall be paid or lendered to the party or parties who at the time of such paymient would be entitled to veceive the rayalties which would be paid under this lease if the
C o tender of toyslties or shut-in soyakies may be made by check or draft. Any timely payment or tender of shut-in royalty which is mede in & bosa fide

well were in fact proch The pay Y '
atiempt (0 make proper prywent, bul which is erroneou in whole of in part 23 10 parties o smounts, shail evertheless be sufficient 10 proven! termination of Shis lease in tho same manner s though
» propes payment had been made if Lessee sbalt comect such error wishin 30 days afler lessee has received written notice thereof by centifiod mail Som the party or pasties entitled 16 receive
payment together with such writen instrumenss (or cenified copies thereof) as are scceasary to enable besser to make proper paymnenl. The amount reakived from the sale of gas on or off the
premises shall be the prics extablished by the gas sales contracied entered into in good faith by Lessee and gas purchaser for such tersa and undes such conditions as are customery in the industry.
“Prics™ shall mean the pet smount received by Lessee afier giving effect 1o applicable regulmory orders and afier application of say applicable prioe ad specified in such contract or
reguistory arders. h&emkmmmpm‘ﬁa.udnhymndu(mm:mhwm)umpldhwmmhm

royalty heneunder awy deduct from such price & seasossble charge for each of sach Ametions

4,  This is 2 paid-up lease and Lessec shall not be obligated during the primary tenn hereof to or continue any operations of wh h or o make any
pay T det in ordes 1o maintain this lease in force during the primary term; boweves, this provision is not intended to relieve Lesses of the obligati pay royali scrual ot
Pursuans to the provisions or paragraph 3 hereof. )

5. Lessee is hereby granted the right and power, fram time 10 time, 10 pool o combine this lease, the Jand covered by it ¢r sy pant o harizon thervol with any other lsad,
mineral esiates or pars thereof for the production of oil or gas. UﬁlsmhdmMwnmhnmdmuﬁfudbthwbymmwmﬁsiondbm
and Minerals Department of the State of New Mexico or by any other lawful suthority for the pool or ares in which said land is situsied, plus  tolerance 1o ten percent.  Lessce shall file wrirten
unit designarions in Ui county in which the premisss are locaiod and such units may be designaied from time 10 time and eithor before or sfter the completion of wells, Drilling opevations o or
production from rny part of any such unit shall be considered for all prarposes, except the psymen of royalty, as operasi duried upon or production from the tand described in this lease.
There shall be allocated to the land covered by this Jease included in any such wnit thaz porticn of the total producsion of pocled minerals #om wells in the uni, sfter deducting sy used in lease or
unit operations, which the et il of gas acresye in the land covered by this leese included in the umit bears to the total number of surface acves in the tnél, The production 3o sliocased shall be

idered for all p including the pawment or delivery of royalty, to be the entira prodixction of pooled minerals fram the portion of said land covered hereby and inchuded in said writ in
same wanner 83 though produced from said Laad under the ternms of this lease, Any povlud ustit designatud by Lessoe, 3¢ novidad e ain, say ba dissobved by Lasses by ding Ap ppropc
instramen io the cownty where the land is siruared at any time after the completion of a dry bole or the cessation of production on said wab,

If ut the expiration of the primryhsm there is no well upon said tand capable of producing oil or gas, but Lesses has commenced operations fr drilling or reworking

6.
thereon. this lease shell yomain in force 30 lony a3 op are gx d with po ion of more than 60 conseciive days, whether such operation be on the same well o7 on » differval or
additional well or wells, and if they resalt i the production of oil o1 gas, so long thereafler as of) or gas is produced from said land. 1L, afler the expiration of the primary term, all wells upan said
if Lessce ions for additions] drilling or for within 60 days thereafies. ' if any

iand should become incapable of producing fos eny cause, this lease shali not i ing
drilling, sdditional dnilling, o rking operations b der resul in px ion, then this lease shall remain in full force so long (horeafier 83 0 or gas is produced heseundez.
7. IA««MM\'Mudwlmwmmﬁdhdnmmmw’:wﬂbmdrdujrJmm,mhmﬂ&md-
deducting any so used. I.nnuhallhvclhﬂi#‘lnylimdw'n.umuhmhdﬁnmwmﬂmmhlwwwmunlﬂuhdu&thidlh
draw and remove afl casing. When required by Lessor, Lesses will bury all pipelines oo cubivated lands below ordinary plow depih, and no well shal be drilled within two bundred foet (200 .)of
any residence of barm now on said land withow Lessor's consent. Lusanlunhvchpivilcu,n&ﬁdnﬂmduﬁmmﬁwwpvﬂlnﬂhﬂhmmﬂmwh

the principal dwelling thereou, ous of any Marplus gas pot needed for operstions herrunder.

L 8 The rigits of either party bercunder msy be assigned io whole of io part and the provisions bereof shall exiend to theis beirs, and assigns;
buuodun'einthw:hbolmhn(luinbcownﬂﬁ‘pof.wn'umhrdmmdhumnniuhwwlmpﬁdﬂmhmhé&pﬁnamh
n‘md’lcna:udnotu:hdunputbh‘siouMbth‘ndiuupoakmhmymmﬂ”ﬁm-ﬁuwhmwmenlﬂm’lwmm
with acceptable instrwoenhs or certibed copies theraof counstituting the chain of title from the original lessor. "uymmbmﬁpmmhumm.m-w.l
ium,pywmuyrvph'uwliu-inmydt'u‘-nh:n-udhmuuhﬁlcmunmm.muuwmwwﬁmcuméhwmw&
e%mmhmmcumhmm;ddhmbm. An sssignent of this loase in whole or in part shall, 1o the extent of such asei o peti d discharge Lesaoe of sy
obligstions hereunder l.r.uuovulwnu mmmwmﬁuuﬂemdbmmdlhwopuﬁmpmo(mhyum-hmﬂy‘mchm Letses or
-ns'nunthvcomﬂywnhnydmewanmdmmmmﬂm-ﬂuﬁﬂu’c'moﬁrniem.mdﬂh&wmmuwwp:dwu
properly comply or maks such psymonts,

. 9 Should Lesses be prevened from complying with any express or implied covenant of his Jease, or from conducting or rking operstions bereunder, or from
Wmlupbm:ndubymdudvyuimbi&ymohnhuruseew'nuuumuuﬂ.ubyounlbnofhum.uwuyfduﬂumhwmm.nﬁw

m%ﬂe»m&mu&vdﬂkwummﬂmymbwwmMMO&I—:M&M%
ducing ofl or gas hereonder, and the time whils Lessee is 50 prevented shall not be

and 30 Jong 33 Lesses is prevented by mny such cause from conducting drilling er king operaticas or from
counted agsingt Lessee, anything in this lease 1o the conrrary nonwithstanding.

10 Leasor hereby warmwnts and arees (0 defend tithe to said land and agress that lesses ! its option may dischary morntgage o
l.meedo,sloilMbtsubmpmibmdalicnw'nlhcriﬂlwml’orwnmwmmmbwmﬂmlbﬁﬁmmmxyﬁmm
I.:u'en'-rwnwuuhm.iﬂh‘!Inuwv-uleuinuvuhmu-'luwinﬂlwnypmnfnidhMlhmhuﬁevaMhMm(wmusuﬁhaubw
wufdy“)&n@er@ﬂﬂ.ﬂwhnmﬂy_mﬂn&nmﬂw.mMnynnuwwiwlﬁ:humbuunubhﬂmulhﬁdmbinhm
which the interes! therein, if any, covered by this lease, bears 1o the whole and undivided foe simple exiate therein. Should any one or more of the perties numod above m Lessors fail to exocute

this bease, it shall pevenbelress be binding upop the pasty or paries excewing the same.
1% Mhummmhmmmmmbwlnwmwmcmmmtwhhuhmmkmuhhm successors and assigns

by delivering o maiing & relesse thereof (o the Lessar, or by placing s release thereof of rocord in the county io which said |and iy situated; Th upoo Lessee chall b6 rebieved from aB obligati
uwundwmlnd.dlhlmnnhmnw.mmudwmw”mmmhmhmmmbmwv:mdhubyb

reduced by said release or refeases.
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Producer’ s B8-(Producer’ s Re ised 1994) New Mexice .t 342P, Paid-mp

OIL & GAS LEASE

THIS AGREEMENT made this 2% day of October, 2003, between WILLIAM C. SMITH AZK/A WILLIAM CREED SMITH, AND WIFE, NANCY SMITH, of P.O. Box
727, Lovington, NM 88268, herein caliod “Lessor™ (whether one or more) and T. VERNE DWYER, 500 West Wall, Sulte 310, Midland, Taxss 79701, “Leasee™

ided and ol'th of

1 Lewsos, in cousiderstion of TEN AND OTHER DOLLARS in hand paid, wum&mmnudmm X
hhmhumndhadumbmuﬁhmlnm’ymhmfwhmd i Mlu.ndmfw-dpudnuoﬂlﬁu.
uueaum.wua\mmawumnm:mhmmpdmnmoihﬂammmdwm nmemmm-mwmmnmmw
care of, trest, process, store and mid mincrals, the ribed land in EDDY COUNTY, NEW MEXICO, lo-wit:

H1 N

SECTION 24: SW/4 NWH

Said 1and is estimmed 1o comprise 40.90 acrea, whether it actually comprises more of less.
2. Subject W the other provisios borein conteined, this lease shall remain in force far 8 eno of 1hrec (3) years from (s date (called “prumary term™) and as long thersafier 53 ol
or gas is produced from said fand of from land with which said land is pooied

3 Tkmynhnmbewdbyl-uutm(n)onnﬂandoﬂmliqundhy&um-nvedmhwdl.mi‘dhpv&edﬂnvdmmhﬁ.mwhddl\-d
31 the welly or to the credit of Lessor in the pipeline 10 which the wells may be d; (b)on gas, includi ingh mmmmmmmmwwmwu
premises or used iu the manufa of gasoline o7 other products, the market value ai the well of 3/16® of the gas used, provided that oo gas sold oo or off the presnises, the royaities shall be V16*
of the amoum realized from such saie; (c) and st any fime whes this lease is s validated by orber provisions heseof and there is 8 gas and/or condensote wel 00 said land, or lnd pooled therewith,
bur gas or condensate is not being $0 30id or used and such wedl is shut-in, vither before or after production therefrom, then on or befors 90 duys after said wellis shut in, and thereafter & anansl
nmdghmmpyumﬂamdw:zﬁu-nmymymluﬂwpunu-:udl.aur-pmwﬂ-ﬂwﬂcihnmwummh.mpmwm-dnm
23 said shutein royahty is paid or tendeved, this Jease shall not terminate and it shall be considered under o] clauses hereof that gas is being produced fom P in paying quastitics.
Exhudpymldunbepduhnduedlounpmyup.muwhunulimeuruncap-ymmMkmvwbmmkvwmmmhpdmmh-ﬂhwﬂmh
fact producing. The payment or 1ender of royahies or shui-in royaliies may be made by check or drifi.  Any timely payment or lender of shuin royalty which {s made in 8 bona fde anempe 10
nuwpymwm;mmwhkunm-znm-wumm.mlmummmmmwmmdmmhummuwum
paymhadbeanmdeﬂaueliunenmtuuebmawnthOdny-nhhuehnmvadwnnmwnclhudbyamﬂdmdm_,_.,_, together

with such writien instruments (or certified copies thereof) as ere necessary to snable lessoe to make proper payment. MMmhadhmhnudpuaoﬂ’vuwnhlhﬂhh

price established by the gas sales contracted ewered into in good faith by Lesaee Mmunhwhmmwmmmummnhm “Price™ shall mean the
auuhaymlu Ind:uvu

pet amount received by Lemaee aftes yiving effect to spplicable regulstory orders and sfies spplication of any epplicable price ad) p
Lesaes comprusses, treats, purifies, or such gas (whether on o off the leased premises) or ransp wdﬂh" d premises, Lessee & aputing 1oy oy from
such price 8 reasonsble chargs for each of such functions performed.

4, Thisiss paid-up leane and Lessee shall oot be obligaied during the primary term hereof so commence or continue any
bereundsr in order to maintsin this lease in force during the primary term; however, mMumhMmmmdenmmummmb
the provizions ar paragraph 3 hereof.

s. Lessee is hereby granted the right and power, from time 10 time, 10 pool or combine this lease, the Land covered by it of any part or horizon thereof with sny other bvod,
miaeral ostotes or parts thereof for the production of oil or gas. Units pooled hereunder shall 5ot exceed the siandard proration unit Bixed by lsw or by the Ol Cosservation Division of the Energy
and Mincrals Deparnnent of the State of New Mexico or by any other lawful authority for the poot or ares in which said land is sinasted. plus 8 olerance to ton percans. Lessee shall file writion usll
mwhmmn%hwmmnwummmthtwmnmuauhhuwhmdm Drilling operations o8 of
production fraip sny pan of any such unit shall be considered for al) purposes, excepr the payment of royalty, ss d the land de w0 this lease.
mnwlkalmdumwmbymhuududdmmymmmeduwwmdwm&wwﬂsnhmdﬁm”wbww
unit operations, which the net o or gas screage (n the land covered by this leuse inchuded in the unit beans t0 the lotad numbes of surface acres in the umit. The production 30 silocatod shall be

idered for all purp including the payment ox delivery of royalry, to be the entire production of pooled mincrals from the portion of seid lead covered herehy end incleded in sed urit in the
mwuwmmmmmmmﬁmm AmMmmmwhm.uwmwwwhamhmwmnm
instrument in the county where the lond is situsied a1 any time after tdhe complerion of a dry hole ar the cesvation of production on said uai.

6. Ifmthe expitation of the primary tenn mh no well wpon said land capable of producing oil or gas, but Lessce has commenced operations for drilling or reworking

thereon, this leasc shall remain in foroe 30 long es operati d with so ion of more 1han 60 conscrutive days, whether such operation be on the same wel or on » different or
nddumlwdwwna.mdhkyanm:pmﬁnlwm.ww thereafier as oit or gas is produced from said iand. 1f, sfher the expiration of tbe primary term, all wells tpas said
Mﬂmdbxammpwkdmhnym(hlaum.u inate if Lessee for additional dritling or for reworking within 60 days thersafier, If any
drilting, sdditions! drilling, or ing der resuk in production, then this lease shall remsin in fudl force 50 long thersalMer 83 ol or g29 is produced bersunder.
7. lmmhnhtuo(nﬂ.mndmbmudund.mmbmlmaﬂhdmhwwmmudhmylhyd-lhacmvuldl&
deducting any 3o used. Lmu:inlih-vnh:nﬁnunyumwuulnuwuwumﬁmiwcumﬂpmnﬂﬁmphudhln-m-dhd.mhndln&n
and remove afl casing. When requised by Lessor, Mwmwympwhulm‘uhvudhndshhwuﬂmﬂw&pﬂ.uuuﬂﬁdkaﬂdmmwbﬂ(mﬂ.)ufq
residence or barn now on said land without Lessor’s consent. Lessor shall kave the privilegs, at bis risk and expense, of using $03 Erom any gas weil on said land for sioves and inside fights in the

princips] dwelling thereon, out of any surplus gas 5ot oeeded for aperations hereundes.

3 TkndﬂlofamuplﬂymmyhmwdmwwhwnpmudthemwﬂmﬂlM»Mhn, gnds and sssigns;
but no chenge iv the ownership of the Land or in the ownership of, o rights to reccive, royalties of shas-in roysities, however anauewmbphobﬁnmadmmhlh
rights of Lessee: ndnondchmpwd-mmﬂuﬂbchn&n.whuhmmuﬂﬂ”dﬁpnﬁalﬂuh’mﬁn“bymﬁdwnhmnpmnpdpheulbuml
with scceptable inumuments or cenified copies thereof constituting the chain of title from the original kessor.  1f any such change in hiy ugh the death of the owner, 1 ry, &t
momuyutadanymynmornunmmmbenweofﬂndemudwtehnuuumhum:.uewuuhmmﬂmmnmmmMvaﬁh
evidence satisfactory 10 lesser 83 10 the persaes entitled to such sums. An sssipainent of this lesse in whole or in pant shall, 10 the extons of such sasignmens , relieve and discharge Levsee of sy
obligarions MMi'La-eeonunpuolymcrmhutdlhllHumhhhulnhpaymofhwpmdmyﬂvyw“bmﬂyhhmaﬂkmc
assignee or fail to comply with any of the provisions of this leass, such defsuls shall not affect this leuse insofar &5 it covers 2 pant of said lands upan which J.essee or any assignee thereol shall

properly comply or make such payments.

9. Shauid Lessee be prevented from complying with sy express or imptiod covenan of this leass, or from cooducting dnlling or i b der, or ffom
pmdnnuoilu.n Mnnd:rbynumolumyumanynobumwlumwamcﬂ.a”mdh&mwhqfﬂdumhamm nde o

of go thority, then while so prevented, Lessee’s duty shall be suspended, and lessee shall not be lisble for failure to comply therewith; and this lease shall be extended while
.ndmmuLeunnwmudbynyunhcn-e'mncmnltﬂlmwmmwmmwwpwﬂhhwhhm-nwMlllh
counted against Lessoe, anything in this lease to the contrary botwithstanding,

10. mew”mdwwmmnwwwwhmnhuwm--, disch y tax, mantgage o other liea opon said land , and i the ovent
LammnuMkwwu-mh-ihmmwmﬁ«uuwmwuymyﬂuumqunmydmmﬂhhacmd-mwudywm Without inpairmont of
Lessee’ mwummewmfy.{mukuemmﬂumnﬂrwuwhmwn’wdwwmhmwwmuhm“(wmwsmhh-u
specifisd of pot) then the toyalties, shut-in cayulty, and other payments, Km.mmﬁummummmmmhmﬁmmﬁﬂhpﬂﬂhmm
which the inlerest iherein, if any, covesed by this lease, bears 10 the whole and undivided fee simple estatc therein. Should any one o more of the partics naned sbove as Lessors fadl to execuse this
lexse, it shall nevertheless be binding upon the purty or parties executing the saime,

B3I, Leasee, its or his successars, beirs and assigns, shall have the right &t any time to sumrender this lease, in whole or in part, 10 Lessor or bis heirs, sucoessors and nssigns
by detivering o mailing s rtlcase thereof 1o the Lesson, or by placing » release thereof of record in tbe county in which susd land is shuated; mwmmuuwmmm
upma:yo:::wlnd.nmuwnwmnmmummmdmuvonlyuMMMhMmlhmummmhﬂui
reduoed relsase of releasos.

WILLIAM [ o S
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INDIVIDUAL ACKNOWLEDGMENT (New Mexico Short Form)

s 3003, by WILLIAM C,

STATE OF NEW MEXICO g
COUNTYOF 1. i

The foregoing i wes scknowledged befure me this __14th
SMITH. |,

kg,

\“&‘G ATER L""'n

0 Ak il '’
Mwag?i{f?:tEW ~11+--2605

KIS \.LO \R}’ A

STATE OF NEW MEXICO

COUNTY OF 1EA

was acknowledged before me this__14th

INDIVIDUAL ACKNOWLEDGMENT (New Mexico Short Form)

22003, by NANCY SMITH.

The foregoing

o0 OF NEW






