
BLAINE HESS OIL PROPERTIES 

F A C S I M I L E T R A N S M I T T A L S H E E T 

T O F R O M : 

Ms. Sarah Williams Chris Anderson 
C O M P A N Y P H O N E N U M B E R 

Sempra Oil and Gas (505) 623-5400 
I-AX N U M B E R - EAX N U M B E R 

(214) 706-0415 (505) 623-4916 
I ' M O N K N U M B E R : D A T E 

(214) 706-0410 8/27/2002 
RE: T O T A L N O . O l ' PAGES I N C L U D I N G C O V E R : 

Mineral Interest in Section 23: 1 
NW/4 of T-14-S, R-37-E, 
N.M.P.M. 

• URGENT • POR REVIEW • PLEASE COMMENT • PLEASE REPLY CD PLEASE RECYCLE 

NOTES/COMMENTS: 

Ms. Williams: 
We wish to extend you a lease offer on the above minerals in Lea County, New Mexico. Our 
records indicate Sempra owns approximately 32.4 net mineral acres, or 20.26% of 160.00 acres in 
the NW/4 of Section 23. We are offering $75/acre on a paid-up lease with a three-year term. The 
royalty is 3/ 16ths. Should you accept our offer, please contact me at the above telephone number 
or by fax and I will prepare the lease on a NM-342 paid-up lease form and forward it to you for 
your signature. Thank you. 

Sincerely, 

Chris Anderson 

^ x L CuisSEkv^ix^iM LU VISION 

0 CASE NUMBER 

p- r* i TT) TT^ 

P O S T O F F I C E B O X 3 2 6 

R O S W E L L , N E W M E X I C O 8 8 2 0 2 - 0 3 2 6 

T E L E P H O N E ( 5 0 5 ) 6 2 3 - 5 4 0 0 



Blaine Hess 
Oil Properties 

Post Office Box 326 
Roswell, New Mexico 88202-0326 

(505) 623-5400 
(505) 623-4916facsimile 

October 21, 2002 

Ms. Sarah Williams 
Sempra Energy Production Company 
8235 Douglas Avenue, Suite 525 
Dallas, Texas 75225 

Re: W/2 ofSection 23, T-14-S, R-37-E, N.M.P.M., 
Denton Area, Tatum Basin Project 
Lea County, New Mexico 

Dear Ms. Williams: 

Ocean Energy, Inc. hereby proposes the drilling of the Denton Canyon 23-1 Well in 
the W/2 ofSection 23, T-14-S, R-37-E, N.M.P.M., Lea County, New Mexico. The 
well will be drilled to a depth of approximately 12,700 feet to test the Atoka 
formation. 

You have previously been extended an opportunity to lease your mineral rights and, 
having not reached a lease agreement with you, we now request your participation 
in the above described well. Your election to participate shall be evidenced by your 
execution of an Authority for Expenditure and Joint Operating Agreement, naming 
Ocean Energy, Inc. as operator, and payment of your proportionate share of the 
drilling cost. 

We would appreciate your notifying us as to your election on or before November 
1, 2002, as we anticipate commencing the well in December 2002. Should you 
respond affirmatively, Ocean Energy, Inc. will provide a Joint Operating 
Agreement along with an invoice for your drilling cost. 

Thank you for attention to this matter. Should you have any questions, please feel 
free to contact me. 

Yeprs truly, , / 

Bmine Hess 

Bh/arh 

Enclosure: AFE dated August 12, 2002 
cc: Mr. Derold Maney, Ocean Energy, Inc. 



OCEAN ENERGY, INC EXPLORATION DRILL (DHC only) 
RFGION: i y . „ ,=n AFE DATE: 8 / 1 2 / 2 0 0 2 AFE N O : 0 

F l f l D : I H i L E A S E / W E L L : D e n t o n Canyon EST. START DATE 1 0 / 0 1 / 0 2 

rROSPFCT: r i . , t« , WORK TYPE: Exploration O R I G . DEPT: D r i l l i n g 

COUNTY/STATE: Lea Co., H e w M e x i c o SURFACE LOC: 6 6 0 ' FSL & 1 ,980 ' FWL 

PROPERTY NO.* HA BTM HOLE LOC: Same DEPTH: 1 2 7 0 0 ' M D 1 2 7 0 0 ' T V D 

OPERATOR: Ocean Energy I n c . GEOLOGIC OBJECTIVE: W o l f c a m p , A t o k a , A u s t i n C O O R D I N A T O R : R.G. T r u e h e a r t 

LEGAL D E S C R I P T I O N : Sec. 23 , T 1 4 £ R37E 

Dr i l l t h e D e n t o n C a n y o n 2 3 - l a s an e x p l o r a t i o n w e l l t o 1 2 , 7 0 0 ' M D / T V D . The p lan ca l l f o r d r i l l i n g a 1 7 - 1 / 2 " su r f ace h o l e t o 4 5 0 ' a n d s e t t i n g 1 3 - 3 / 8 " c a s i n g . Then 

d r i l l i n g a 1 1 " i n t e r m e d i a t e ho le t o 5 , 0 0 0 ' a n d s e t t i n g 8 - 5 / 8 " Cas ing . Then d r i l l i n g a 7 - 7 / 8 " p r o d u c t i o n ho le t o 1 2 , 7 0 0 ' . T h e w e l l w i l l b e e v a l u a t e d by m u d l ogs , DST's , 

and w i r e l i n g logs , a n d i f suscess fu l 5 - 1 / 2 c a s i n g w i l l be se t a n d t h e w e l l c o m p l e t e d c o n v e n t i o n a l w i t h a p a c k e r a n d 2 - 3 / 8 t u b i n g a f t e r s t i m u l a t i o n . C h l o r i d e s t o be 

ahove 7 0 . 0 0 0 p p m fa r w i r e l i n e l ogs . 

ESTIMATED INTANGIBLE EX 
ACCOUNT D E S C R I P T I O N D R I L L S u p p l e m e n t COMPLETE S u p p l e m e n t T O T A L 

2 2 1 / 2 2 2 - 0 1 0 L O C A T I O N COSTS $39,500 $0 $0 $0 $39,500 

2 2 1 / 2 2 2 - 0 2 0 R IG COSTS $300,000 $0 $15,000 $0 $315,000 

2 2 1 / 222 - 0 2 5 MOB / DEMOB R I G COSTS 
* • • t n ft • t / F X / 

$80,000 
t n 

$0 
tn 

$0 $0 $80,000 
tn 

2 2 1 - 0 2 7 

1 2 1 / 2 2 2 - 0 3 0 

TURNKEY 
ISHOREBASE SERVICES 

$0 

$0 

$0 

$0 $0 $0 
$0 

$0 
2 2 1 / 2 2 2 - 0 4 0 TUEL / LUBE / POWER / WTR $60,000 $0 $3,000 $0 $63,000 

2 2 1 - 0 5 0 D I R E C T I O N A L SERVICES $0 $0 $0 
222 - 0 6 0 D O W N H O L E C O M P L E T I O N SERVICES $0 $0 $0 

2 2 1 / 2 2 2 - 0 7 0 F I S H I N G $0 $0 $0 $0 $0 

2 2 1 / 2 2 2 - 0 8 0 CEMENT A N D SERVICES $29,500 $0 $35,000 $0 $64,500 

222 / 222 - 0 9 0 
i n - n o i 

F O R M A T I O N E V A L U A T I O N 
h n c M u n i c i r \ r I i u / n 

$46,500 
t e n nnn 

$0 
t n 

$0 $0 $46,500 
t e n nnn 

2 2 1 / 2 2 2 - 0 9 7 
' J r t r i n U L t LU\J / L W U 
CASED HOLE LOG / MECH W I R E L I N E 

5oU,UuU 

$0 

?u 

$0 $0 $0 $0 

2 2 1 / 2 2 2 - 1 0 0 T R A N S P O R T A T I O N - LAND $15,000 $0 $10,000 $0 $15,000 

2 2 1 - 1 0 3 / 2 2 2 - 1 0 5 TRANSPORTATION - A I R $0 $0 $0 $0 $0 
2 2 1 1 0 5 / 2 2 2 - 0 9 5 T R A N S P O R T A T I O N - M A R I N E $0 $0 $0 $0 $0 

2 2 1 / 2 2 2 - 1 1 0 H ITS, REAMERS A N D S T A B I L I Z E R S $72,000 $0 $0 $0 $72,000 

2 2 1 / 222 - 1 2 0 EQUIPMENT RENTAL $75,000 $0 $2,800 $0 $77,800 

2 2 1 / 222 - 1 3 0 M U D / FLUIDS / CHEMICALS $125,000 $0 $0 $0 $125,000 

2 2 1 / 222 - 140 CONTRACT LABOR $56,000 $0 $11,000 $0 $67,000 

2 2 1 / 222 - 160 C O M M U N I C A T I O N S $6,000 $0 $300 $0 $6,300 

2 2 1 / 222 - 1 7 0 OVERHEAD $24,000 $0 $1,200 $0 $25,200 

3 2 1 / 222 - 1 8 0 INSURANCE $7,100 $0 $0 $0 $7,100 

2 2 1 / 2 2 2 - 185 CASING / T U B I N G / HMR / EQ Rt SERVICE $12,500 $0 $12,000 $0 $24,500 

2 2 1 / 2 2 2 - 200 MISCELLANEOUS $2,000 $0 $0 $0 $2,000 

2 2 1 - 2 1 0 I 'SLA EXPENSE $0 $0 $0 

2 2 1 / 2 2 2 - 220 COMPANY LABOR $0 $0 $0 $0 $0 

2 2 1 / 2 2 2 - 230 E N V I R O N M E N T A L $20,000 $0 $0 $0 $20,000 

2 2 1 - 2 4 0 D R I L L S ITE G81G $4,000 $0 $0 $0 $4,000 

2 2 1 / 2 2 2 - 250 WEATHER DELAY $0 $0 $0 $0 $0 

SiUB-TOTAL I N T A N G I B L E $ 1 , 0 2 4 , 1 0 0 $0 $ 9 0 , 3 0 0 $ 0 $ 1 , 1 1 4 , 4 0 0 

5 1 0 0 9 9 5 CONTINGENCIES 1 0 % ( D ) 5 % (S) $ 1 0 2 , 4 1 0 $0 $ 9 , 0 3 0 $ 0 $ 1 1 1 , 4 4 0 

T O T A L I N T A N G I B L E S : $ 1 , 1 2 6 , 5 1 0 $ 0 $ 9 9 , 3 3 0 $ 0 $ 1 , 2 2 5 , 8 4 0 

: ^ ^^^^ 
TUBULARS 

SIZE DEPTH FOOTAGE 

Ca isson $0 $0 $0 |$0 

0 . 0 0 0 0 0 $0 $0 

2 0 . 0 0 0 6 0 6 0 $2,100 $0 

0 . 0 0 0 0 0 

1 3 . 3 7 5 4 5 0 4 5 0 

8 . 6 2 5 5 0 0 0 5 0 0 0 

0 . 0 0 0 0 0 

$0 

$6,700 

$68,000 

$0 

$0 

$0 

$0 

$0 

226 - 0 1 0 

0 . 0 0 0 0 0 

TUBULARS - D R I L L I N G 

0 . 0 0 0 0 0 

5 . 5 0 0 1 2 7 0 0 1 2 7 0 0 

$0 

$76,800 

$0 

$0 

$0 

$105,700 

$0 

$0 

$76,800 

0 . 0 0 0 0 0 

$0 

$0 $0 
227 - 0 1 0 TUBULARS - C O M P L E T I O N 

$0 

$105,700 $0 $105,700 

226 / 227 - 020 WELLHEAD E Q U I P M E N T $20,000 $0 $20,500 $0 $40,500 

226 / 227 - 030 D O W N H O L E EQUIPMENT $3,000 $0 $3,000 $0 $6,000 

227 - 050 LEASE SURFACE EQUIPMENT $0 $0 $0 

227 - 080 VALVES, PIPES A N D F I T T I N G S $0 $0 $0 

227 - 100 A R T I F I C I A L L IFT $0 $0 $0 

227 - 200 MISCELLANEOUS $0 $0 $0 

227 - 210 FIECOMPLETION TANGIBLES $0 $0 

TOTAL TANGIBLES: $ 9 9 , 8 0 0 | $ 0 $ 1 2 9 , 2 0 0 $ 0 $ 2 2 9 , 0 0 0 

D R Y H O L E A N D C O M P L E T I O N C O S T S $ 1 , 2 2 6 , 3 1 0 $ 0 $ 2 2 8 , 5 3 0 $ 0 $ 1 , 4 5 4 , 8 4 0 

r i M E A N D COST TO PSrA: 1 days $50 ,000 < = = ^ P&A t i m e and cost n o t i nc luded in DHC es t ima te a b o v e 

ESTIMATED D R I L L I N G DAYS 4 0 C O S T / D A Y $ 3 0 , 6 5 8 C O S T / F T $ 9 7 

ESTIMATED C O M P L E T I O N DAYS 2 C O S T / D A Y $ 1 1 4 , 2 6 5 C O S T / F T $ 1 7 . 9 9 

or N o n - O p e r a t o r o n l y : 

[ ELECT TO PARTICIPATE AND ACCEPT THE WELL CONTROL INSURANCE COVERAGE. 

I T " . a ' 

I E L E C T T O P A I 

r T ' > 7 . ' i " ~ 

Company Name or Individual ( P L E A S E P R I N T ) Date 

n i C I P A T E A N D U O N O T A C C E P T T H E W E L L C O N T R O L I N S U R A N C E C O V E R A G E . 

I T " . a ' 

I E L E C T T O P A I 

r T ' > 7 . ' i " ~ Company Name or Individual (PLEASE P R I N T ) Date 



Blaine Hess O i l Properties 
Post O f f i c e Box 326 
Roswell, m 88202-0323 

l l , l | l | r , ! < . , j , H l M , u l < l l i . H „ ! l n , l , l < ! l l , n ! , l , l ! n H l l l ! 

SENDER: COMPLETE THIS SECTION COMPLETE THIS SECTION ON DELIVERY j 

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

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

• Attach this card to the back of the mailpiece. < 
or on the front if space permits. 

A. Reeeiyetiijy (Phase Print Clearly) 8. Date^f Deliver • Complete items 1, 2, and 3. Also complete 
item 4 if Restricted Delivery is desired. 

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

• Attach this card to the back of the mailpiece. < 
or on the front if space permits. 

CSanJure J ^ 

X r A * ) ' I t J ^ t t y ^ - * - — • Addresse 

1. Article Addressed to: 

M s . S a r a h W i l l i a m s 

S e m p r a E n e r g y P r o d u c t i o n Compa 

8 2 3 5 D o u g l a s A v e n u e , S u i t e 525 

D a l l a s V T X 7 5 2 2 5 

•. is delivery address different from item 1? • Yes 
If YES, enter delivery address below: • No 

y j * 
> 

• 

3. Service Type 
SS Certified Mail - • Express Mail 
• Registered C Return Receipt for Merchandise 
• Insured Mail • C.C\D. • 

4. Restricted Delivery? (Extra fee) • Yes 

2. Article Number (Copy from service label) „ 

PS F o r m 3 8 1 , 1 J u l y 1 9 9 9 Domestic Return Receipt 102595-00-M-0952 

. // 
// 

r H 

ru 

ru 
a 
a 

a 
ru 
uo 
a 

a 
a 
a 
r-

U.S . P o s t a l S e r v i c e 

CERTIFIED MAIL RECEIPT 
(Domestic Mail Only; No Insurance Coverage Provided) 

Postage 

Certified Fee 

Return Receipt Fee 
(Endorsement Required) 

Restricted Oefweiy Fee 
(Endorsement Required) 

Total Postage & Fees 

0.37 

2.30 

1.75 

4.42 

UNIT ID: 0602 

Postmark 

R e c i p i e n t ' s N a m e (Plaase Print Clearly) (To Oa c o m p i e W * ^ 
1 4 5 3 • i 5 5 f ^ 2 ^ i t l . i ^ s ;__Semgra Energy 

« ™ S ( iiiaTfer) 

siraai'ApL No.; o7'pb~aoxNa" 

8235 Douglas Avenue; Suite 525 

WSSkTh 75225 
PS F o r m 3800. February 2000 See Reverse for Inst ruct ions 



Blaine Hess 
Oil Properties 

Post Office Box 326 
Roswell, New Mexico 88202-0326 

(505) 623-5400 
(505) 623-4916 facsimile 

October 25, 2002 

Ms. Sarah Williams 
Sempra Energy Production Company 
8235 Douglas Avenue, Suite 525 
Dallas, Texas 75225 

Re: W/2 ofSection 23, T-14-S, R-37-E, N.M.P.M., 
Denton Area, Tatum Basin Project 
Lea County, New Mexico 

Dear Ms. Williams: 

In my letter of October 21, 2002, I said that "Ocean Energy, Inc. hereby proposes 
the drilling of the Denton Canyon 23-1 Well in the W/2 of Section 23, T-14-S, R-
37-E, N.M.P.M., Lea County, New Mexico. The well will be drilled to a depth of 
approximately 12,700 feet to test the Atoka formation." 

I want to clarify that the well be drilled to a depth of approximately 12,700 feet to 
test the Austin or the top of the Mississippian Lime formation. 

Should you have any questions, please feel free to contact me. 

Yours truly, 

Blaine Hess 

Bh/arh 

cc: Mr. Derold Maney, Ocean Energy, Inc. 



BLAINE HESS OIL PROPERTIES 

FACSIMILE T R A N S M I T T A L SHEET 

TO: FROM: 

Ms. Sarah Williams Blaine Hess 
COMPANY PHONE NUMBER 

Sempra Energy Production (505) 623-5400 
Company 

FAX NUMBER FAX NUMBER 

(214) 706-0415 (505) 623-4916 
PHONE NUMBER: DATE 

11/01/02 
RE: TOTAL NO. OF PAGES INCLUDING COVER: 

• URGENT • FOR REVIEW • PLEASE COMMENT • PLEASE REPLY • PLEASE RECYCLE 

NOTES/COMMENTS: 

PLEASE DELIVER UPON RECEIPT 

Dear Sarah: 

I am sending your lease form that includes changes that I have made. Please review the 
form and call me to discuss any of the changes that we made. 

Also, on behalf of Ocean Energy, Inc., we extend an offer of $125.00 per net mineral acre 
for a 1 year term Oil and Gas Lease that provides for a 3/16ths royalty. 

I look forward to hearing from you. 

Blaine Hess 

P O S T O F F I C E B O X 326 

R O S W E L L , N E W M E X I C O 8 8 2 0 2 - 0 3 2 6 

T E L E P H O N E ( 5 0 5 ) 6 23 - 5 4 0 0 
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J / ; . } - . / V / OIL AND GAS LEASE 21722-A1 

THIS OIL AND GAS LEASE (this "Lease") is made and entered into effective as of the 2 ^ day of 
, dutyr2001 (the "Effective Date"), and is by and between Sempra Energy Production Company (formerly 

known as Pacific Enterprises ABC Corporation), 8235 Douglas Avenue, Suite 525, Dallas, Texas 75225, 

"Midland, Texas 79702 hereinafter called Lessee. 
hereinafter called Lessor and PoraTisi»ro*»teaXQ^ 415 West Wall Street, SyUe 1124 

1. Grant of Lease. Lessor, for and in consideration of $10.00 and other good and valuable 
consideration, the receipt of which is hereby acknowledged, and of the covenants and agreements of Lessee 
hereinafter contained, does hereby lease, let and demise unto Lessee, its successors and assigns, without 
representations, warranties or covenants of title of any kind or nature, or any other warranties or 
representations, the following: 

a. Lands Leased. The lands described as follows (the "Lands") for the purposes and 
with the right of exploring, investigating, drilling for and operating for, producing, treating, storing and 
transporting oil and gas, subject to the further provisions of this paragraph 1; for the purposes of 
determining payments due hereunder, unless a survey made by Lessee should otherwise determine, 
the Lands shall be deemed to contain 160 acres, whether actually containing more or less are 
located in the County of Lea, State of New Mexico, and described as follows, to wit: 

The Northwest Quarter (NW/4) of Section 23, Township 14 South, Range 37 ^ a s t ^ / V T ^ l ) 

b. Geological Surveys. To the extent that Lessor has the right to do so^the-exclusive 
right to conduct geological and geophysical surveys, by seismograph, gravity or magnetic methods 
or any other method developed in the future; and 

c. Easements and Other Rights. To the extent that Lessor has the right to do so, the 
right to lay pipelines, to construct roads, to dig canals, to build tanks, power stations and telephone 
lines, to the extent any of such activities are necessary or useful in Lessee's operations in exploring, 
investigating, drilling for, producing, treating, storing and transporting oil and gas produced from the 
land covered hereby, together with all easements, rights of ingress and egress and all other rights 
incidental or necessary for the full enjoyment of the estate herein granted. 

2. Term. Subject to other provisions contained in this Lease, this Lease shall remain in force 
for a term commencing on the Effective Date and expiring at midnight local time one (1) year after the 
Effective Date (the "Expiration Date"), which term is referred to in this Lease as the "Primary Term", and for 
so long thereafter as oil and gas or either of them is being produced in paying quantities from the Lands or 
lands with which the Lands or any part thereof may be pooled as permitted herein and the royalties are paid 
thereon as herein provided. 

ALSO, Lessor and Lessee agree that Lessee shall have the option at the expiration of Said Lease to 
obtain a new lease from Lessor for the same terms, provisions and bonus consideration as Said Lease. 
Lessee must notify Lessor of its election to exercise said option in writing 30 days prior to the expiration of 
Said Lease. 

3. Royalty Share. For the purposes of this Lease, the term "Royalty Share" shall mean a 
fraction equal to (3/16th) three-sixteenths. 

4. Royalties. In respect of oil and gas which may be produced from the Lands or lands with 
which the Lands or any part thereof may be pooled or unitized as permitted herein, as royalty, Lessee 
covenants and agrees that Lessee shall comply with each of the following provisions: 

a. Oil Royalty. In respect of oil (for the purposes of this Lease, the term "oil" shall also 
include other liquid hydrocarbons, other than as provided in Paragraph 4.c), Lessee shall deliver to 
the credit of Lessor, as royalty, in the pipeline to which Lessee may connect Lessee's wells, the 
Royalty Share of all oil produced and saved by Lessee from the Lands or lands with which the Lands 
or any part thereof may be pooled as permitted herein; the delivery of such oil shall be madej#©e 
-a«4<5te9f-ofeo9t9-and-exp«n6eJto the credit oi Lessor into the storage tanks or the pipeline to which 
the well or wells on the Lands may be connected. 

b. Gas Royalty. In respect of gas (for the purposes of this Lease, term "gas" shall 
mean and include natural gas, casinghead gas and all other gaseous or vaporous substances which 
are hydrocarbons as the same may exist at the surface under normal atmospheric pressures and at 
normal ambient temperatures) produced, saved and sold from the Lands or lands with which the 

) ^ Lands or any part thereof may be pooled as permitted herein, Lessee shall pay Lessor, a royalty 
equal toJ^ie Royalty Share of the amount realized by Lessee therefrom, computed at the mouth of 
the well.ffroo'Of all oooto (oxoluding •pplioablo oovcronoo toxoo)QnelMdingii witheyt limitaticn, caste 
incurred for transporting, .d9hydratioat.compr(»cciogT-pcooQcoing, trnflting nr atherwioo marketing tha 
produetian ar-randering- thoipfoduetioo-eapabie-ef being marketed/but in no event less than the 
Royalty Share of the price prevailing for gas of similar quality in Trie field in which the Lands are 
located ̂ pr-if-there-are-oo- gas-sales-occurring in said field, then the prevailing price in the county in 
\jyhirh giirh Lynrto are tpcatejf) Except as provided in Paragraph 4.d, when any gas is produced and 
used off of the Lands or lands with which the Lands may be pooled as permitted herein, Lessee shall 

i 
BOOK 1103 PAGE 343 



pay Lessor, as royalty, the Royalty Share of the "Market Value" (as hereinafter defined) of such gas. 
If any gas is sold or otherwise disposed of to any affiliate, subsidiary or parent of Lessee, such gas 

shall be sold or otherwise disposed of at a price not less than the "Market Value" thereof, which for 
the purpose of this Lease shall mean a price equal to the average of the three highest prices being 
paid for gas to any party in the county identified in the lands leased or, if there are no gas sales 
occurring in said county, then such price shall be equal to or greater than the average of the three 
highest prices being paid for gas in the counties in the State identified in the lands leased which are 
contiguous to said county. 

c. Plant Products Royalty. If gas is produced from Lands and is thereafter processed 
in an absorption, extraction, casinghead, stripping or other plant or plants, whether such plants are 
listed in the foregoing list or not (a "processing plant"), then, in lieu of the royalties provided for in the 
immediately preceding Paragraph 4.b, Lessee shall pay, as royalty,fcnd tho Loocor ohall roooive, 
free and-etear-ef~alt-€©6tsjthe Royalty Share of the proceeds realized by Lessee from the sale of all 
plant products extracted, separated, absorbed or saved from such gas before the addition of treating 
or blending agents or substances not derived from such gas and, in addition, Lessor shall be paid, as 
royalty, the Royalty Share of the amount realized by Lessee from the sale of the residue gas 
remaining after the extraction of the plant products therefrom; provided, however, that if such residue 
gas is sold or otherwise disposed of to any affiliate, subsidiary or parent of Lessee, the computation 
of the royalty thereon shall be based upon the Market Value thereof. No royalty shall be paid on 
Lessor's proportionate share of residue gas used, for no compensation to Lessee, for fuel in a 
processing plant where such residue gas is processed for the extraction or removal of liquid 
hydrocarbons, and Lessee may inject gas into any oil or gas producing formation underlying the 
Lands after such gas has been processed for the extraction or removal of the liquid hydrocarbons 
therein contained, and no royalty shall be paid on gas so injected; provided, however, that royalty 
shall be due on said gas if said gas is injected in any well off of the Lands. If any gas is produced 
from the Lands and is processed in a processing plant or plants owned by Lessee or any affiliate, 
subsidiary or parent of Lessee, the royalties due on such plant products and gas shall be based 
upon the Market Value of such gas and plant products. _ 

d. Shut In Royalty. If at any time, whether before or after 
shall have completed a well or wells on the Lands (or on land with v hich the Lands or any part 

the Expiration Date, Lessee 

paying quantities but are 
Joyo duo to govommont 

thereof may be pooled) which well or wells are capable of producing g^ 
shut-in with the result that gas is not produced, sold or useAJefl 
reskic4ions rtack of-market-or-similar reasons, LQ66ee shall fir6f promptly notity Locsor or tho date 
such well is shut in.-and-thereafter, Lessee may pay as shut-in royally toLessor for each such shut-
in well, on or before the later of (i) the Expiration Date or (ii) they5<^"3ay after the date such gas 
ceases to be sold or used, an amount equal to the greater of: (A) the product of $2.00 times the total 
acreage (reducing the same by reason of any proportionate reduction as contemplated in paragraph 
12) then covered by this Lease or (B) $100.00, and upon the making of the greater payment 
specified in this Paragraph 4.d, it will be considered that each such well or wells are producing gas in 

..paying quantities within the meaning of this Lease for a period of one year after such well is shut-in. 
In like manner and upon like payments being made annually on or before the expiration of the last 
preceding year for which such shut-in royalty payment has been made, it will be considered that said 
well or wells are producing gas in paying quantities for successive periods of one year; provided, 
however, that the proper payment of shut-in royalties under this Paragraph 4.d shall not perpetuate 
this Lease (i) for more than a total period of five years in the aggregate, or (ii) for a continuous shut-in 
period in excess of two (2) years. Shut in payments and notices shall be mailed to Lessor at the 
address set forth in the first paragraph of the lease. 

If gas production is begun or resumed during the year following the payment of a shut-in 
royalty and the well is subsequently shut-in with tne result that gas is not then being produced, the 
second annual shut-in payment shall be due andfpayable on the first annual anniversary date of the 
first payment (the "First Anniversary Date"). If tblere is production on the First Anniversary Date and 
the well is subsequently shut-in with the resuJLJnat gas is not then being produced, then the second 
shut-in payment shall be made on or before(w^days after such new shut-in date or the Lease shall 
terminate. Such second shut-in royalty payment shall perpetuate this Lease only until the second 
annual anniversary date of the first shut-in royalty payment. The Lease shall likewise terminate prior 
to one year after the payment of a shut-in payment if the Lessee fails to timely pay shut-in royalty 
payments on each additional well which is shui-in. Should any shut-in royalty payment not be made 
in a timely manner as this Paragraph 4.d provides, then, in that event, it shall be considered for all 
purposes that there is no production from any such well or wells and except to the extent that this 
Lease is then being perpetuated under other provisions of this Lease, this Lease shall terminate at 
midnight on the last day provided for the payment of such shut-in royalties, and Lessee shall 
thereupon furnish to Lessor a release of all of Lessee's interest in and to this Lease. 

e. Place and Time of Payment of Production Royalties. 

(1) Except as specifically provided above, all royalties due under the provisions 
of Paragraphs 4.a, 4,b or 4.c shall be paid to Lessat^free and clear af all oooto and oxponooo 
of making such oil or gas merchantable or othorwico trooting tho oomo, shall indicate the 
mineral number applicable thereto (the mineral number is located on the upper right hand 
corner of page 1 of this lease), and shall be paid at the address specified below: 

Sempra Energy Production Company, P.O. Box 513929, 
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Los Angeles, California 90051-3929. 

Any notices or correspondence mailed to Lessor shall be mailed to the address as set forth 
in the first paragraph of this Lease. 

(2) Lessee shall tender first royalty payments to Lessor on or before 120 days 
after the month of first sale of production. Thereafter Lessee shall tender royalty payments 
to Lessor within 60 days of the date oil is produced and sold within 90 days of the date gas 
is produced and sold. It is expressly agreed that if Lessee fails to pay royalties within the 
aforementioned timeframe, Lessor may thereafter notify Lessee in writing of such failure and 
Lessee shall then have 30 days from recebt of such notice to make such payments,gjd-*-
Looooo thon folio to poy ouoh royoltioofLoooor moy torminoto thio Loooo ot any timo "!5<£><r 
thereafter-and evidence such termination bya written instrumont filed for rooord in tho official 
records in the eounty and ctato referred to horoinobovo.^Loooop will aloo be required to pay 
inluiuul at J ruttrt%~aT>eWTne' idle Limbed >» I—w4eHtep isitery institutions by the Mew 
York Federal Reserve Bank on royalty poymontc not poid within tho obovo timo fromooJ In 
the event any dispute or question arises concerning the title to Lessor's interest, Lessee 
may withhold royalty payment accruing to the interest or interests affected, without 
consequence to the hereinabove stated termination penalty, until such dispute or question of / 
title has been corrected, "p^^^tj ry^ be ftmdvcJ? - f 0 (j^t£C\Nti(<dh fafflC , 

f. Division Orders. The execution of a division order shall not be required as a ^ 
condition or prerequisite for royalty payments to be due and payable under this Lease. / i 

Cfi 
5. Pooling and Unitization. Lessee, at its option, is hereby given the right and power to pool or 

combine the land covered by this Lease, or any portion thereof, as to oil and gas, or either of them, with any 
other land, lease or leases when in Lessee's judgment it is necessary or advisable to do so in order to 
properly develop and operate said leased premises, such pooling to be into a well unit or units not exceeding 
forty (40) acres, plus an acreage tolerance of ten percent (10%) of forty (40) acres for oil, and not exceeding 
six hundred forty (640) acres, plus an acreage tolerance of ten percent (10%) of six hundred forty (640) acres 
for gas. Larger units may, however, be created to conform to any spacing or well unit pattern that may be 
prescribed by governmental authorities having jurisdiction. Lessee may pool or combine acreage covered by 
this Lease, or any portion thereof, as above provided, as to oil or gas in any one or more strata, and units so 
formed need not conform in size or area with the unit or units into which the lease is pooled or combined as 
to any other stratum or strata, and oil units need not conform as to area with gas units. The pooling in one or 
more instances shall not exhaust the rights of the Lessee hereunder to pool this Lease or portions thereof 
into other units. Lessee shall execute in writing and place of record in the county wherein the above 
described lands are located, an instrument or instruments identifying and describing the pooled acreage, a 
copy of which shall be provided to Lessor. 

The entire acreage so pooled into a unit shall be treated, for all purposes except the 
payment of royalties, as if it were included in this Lease, and drilling or reworking operations thereon or 
production of oil or gas therefrom, or the completion thereof of a well as a shut-in gas well, shall be 
considered, for all purposes except the payment of royalties, as if such operations were on or such 
production were from or such completion were on lands covered by this Lease, whether or not the well or 
wells shall be located on the premises covered by this Lease. In lieu of the royalties elsewhere herein 
specified, Lessor shall receive from a unit so formed only such portion of the royalty stipulated herein as the 
amount of this acreage placed in the unit or his royalty interest therein bears to the total acreage so pooled in 
the particular unit involved. 

Should any unit as originally created hereunder contain less than the maximum number of 
acres herein above specified, Lessee may at any time thereafter, whether before or after production is 
obtained on the unit, enlarge such unit by adding additional acreage thereto, but the enlarged unit shall in no 
event exceed the spacing or well unit pattern that may be prescribed by governmental authorities having 
jurisdiction. In the event an existing unit is so enlarged, Lessee shall execute and place of record, and 
provide Lessor a copv of, a supplemental declaration of unitization identifying and describing the land added 
to the existing uni^^ovided-that-rf dUotrnroppternerrtef-e^eteratien of unitization io not filod until after 
production is obtained on tho unit as originally created, then and in such event the cupplemontal declaration 
of unitization 6haH-nst-become effeetivo until tho first day of tho colondor month following tho filing thoroofj In 
the absence of production. Lessee shell terminate any unitized area by filing a notice of termination of record 
in the county wherein the above described lands are located. A copy of such notice shall be provided to 
Lessor. 

Notwithstanding any other provision contained in this lease to the contrary, operations on or 
production from lands pooled or unitized shall only maintain this lease in effect with respect to that portion of 
the Lands included within the geographical boundaries of such pooled acreage or unit. The portion of the 
Lands located outside the boundaries thereof may be maintained as otherwise provided in this Lease. 

6. Protection From Adjacent Units. In the event a well or wells producing oil or gas in paying 
quantities should be drilled on adjacent land and should such well or wells be draining the leased premises, 
Lessee agrees to drill such offset wells as a reasonable and prudent operator would drill under the same or 
similar circumstances. If oil and/or gas are discovered on the land covered by this Lease or on lands pooled 
therewith, Lessee agrees to further develop said land covered by this Lease as a reasonable and prudent 
operator would under the same or similar circumstances. 
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7. No Delay Rentals. This Lease is a "paid-up" lease, and no delay rentals shall be required to 
be paid by Lessee. 

8. Potion to Release. Lessee may at any time and from time to time execute and deliver to 
Lessor or file for record a release or releases of this Lease as to any part or all of the Lands or of any horizon 
thereunder, and thereby be relieved of all obligations as to the released acreage or interest. If this Lease is 
released as to a portion of the Lands, any payments computed in accordance therewith shall thereupon be 
reduced in the proportion that the acreage released bears to the acreage which was covered by this Lease 
immediately prior to such release. , 

9. Operations; Retained Wellsite Tracts. If oil or gas is not being produced in paying quantities 
from the Lands on or before the Expiration Date and the Lessee is not then conducting Operations on the 
Lands, this Lease shall immediately terminate. If oil or gas is not being produced in paying quantities from 
the Lands on or before the Expiration Date, but Lessee is then conducting Operations on the Lands, this 
Lease shall remain in force and effect as to the Lands so long, and only so long, as Lessee shall conduct 
Ccntinuous Drilling Operations on the Lands. For the purposes of this Lease the term "Operations" shall 
mean operations for and any of the following: actual drilling, testing, completing, reworking, recompleting, 
deepening, plugging back or repairing of a well in search for or in an endeavor to obtain production of oil or 
gj3s,j?j^aciuaLTjr^ purposes of this Lease, the term "Continuous Drilling 
Operations" shall mean "that not more tha*6 (^ays shall expire between the date of completion of a well or 
the abandonment as a dry hole of a welrifsuch date to be deemed the earlier of (i) the filing of a Well 
Ccmpletion Report with any agency having jurisdiction in the premises (the "Agency") or (ii) the date of which 
the rig is removed from the well site) and the commencement of Actual Drilling Operations for the drilling of 
thei next succeeding well to the development of the Lands to the density of maximum allowable production. 
For the purposes of this lease, the commencement of "Actual Drilling Operation" shall mean that the first 
op eration conducted after the conductor casing has been driven, spudding operations have been completed 
and the kelly has been raised and the first joint of drillpipe has been secured on the drill stem. If Lessee 
commences Actual Drilling Operations on a well w i th i r \^days after the date of completion or abandonment 
of the previous well, the difference shall NOT be fcredited towards the next period of time for the 
commencement of the next well nor carried forward or cLgiiilated in any manner. 

If Lessee fails to conduct Continuous Drilling Operations on the Lands at any time after the 
Expiration Date, this Lease shall thereupon terminate as to all Lands save and except (i) those tracts around 
wells then producing oil or gas in paying quantities (the "Retained Wellsite Tracts"), limited to the rights from 
the surface to the base of the deepest horizon then producing in any well(s) drilled on such Retained Wellsite 
Trc.ct and (ii) such rights-of-way and easements across the remainder to the Lands for such pipelines and 
roads as may be necessary for production and operations on the Retained Wellsite Tracts. 

The Retained Wellsite Tracts shall be designated in strict compliance with the following: 

a. Shape of Retained Wellsite Tract. Each Retained Wellsite Tract shall be in as 
nearly the form of a square as possible, with the sides parallel to the sides of the Lands, with one 
side coinciding with one side of the Lands, if possible, and with the well thereon located at a legally 
spaced location or proration unit within such area as allowed by the governmental authority having 
jurisdiction in the area. 

b. Size of Retained Wellsite Tract. The Retained Wellsite Tract shall for each well 
then producing oil or gas consist of not more than the number of surface acres of contiguous land 
around each such well which is the smallest size then prescribed or permitted by the Agency as the 
minimum proration unit for obtaining the maximum allowable production of oil or gas from such well. 

It is provided, howevef nae/iT Lands are pooled or unitized with other acreage pursuant to the terms 
of Section 5 hereof, that the sizVand shape of the Retained Wellsite Tract shall conform to the portion of the 
Lands included in the pooled or unitized acreage on which production is then being derived. 

If, at any time after the Expiration Date, production in paying quantities ceases or all Operations then 
being conducted are discontinued on such Retained Wellsite Tract, this Lease shall terminate with respect to 
such Retained Wellsite Tract on the 60th day following such cessation or discontinuance unless on or before 
such d3te either (i) Lessee commences production or ^dsumes Operations on such Retained Wellsite Tract 
or (ii) the shut-in well provisions of Paragraph 4.d are applicable to such Retained Wellsite Tract. If at any 
time after the Expiration Date, production ceases from the deepest horizon then producing (a "Formerly 
Producing Depth") from a well located on a Retained Wellsite, but continues from a lesser depth (the 
"Producing Depth"), this Lease shall terminate as to all depths below the base of the Producing Depth on the 
60th day after the cessation of production from the Formerly Producing Depth, unless on or before such date 
Lessee either restores production from the Formerly Producing Depth or commences Operations are 
continued with reasonable diligence until production is restored from such Formerly Producing Depth. 

Lessee agrees to furnish Lessor, no later than thirty (30) days after the expiration of the primary term 
(or any other time at which there has been a termination of the rights under this Lease, whether partial or 
complete), a copy of the instrument evidencing the release of the leased premises resulting from the terms of 
this paragraph. If Lessee is then engaged in drilling or reworking operations on the above lands, or lands 
pooled therewith, then Lessee shall have the right to either drill such well to total depth or complete its 
reworking operations with reasonable diligence and dispatch, and the provisions of this paragraph shall 
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become effective at completion of said operations. A well upon which shut-in royalty payments are being 
paid as provided in Paragraph 4,d shall be deemed as producing gas in paying quantities. 

10. Removal of Equipment. Lessee shall have the right at any time while this lease is in force 
and effect or within one hundred eighty (180) days after the termination hereof to remove all machinery and 
fixtures placed on the Lands by Lessee, including the right to draw and remove casing. 

11. Assignments. The rights and estate of Lessee hereunder may not be assigned without the 
prior written consent of Lessor, which shall not be unreasonably withheld. 

12. Proportionate Reduction. If this Lease covers an interest in the oil or gas in all or any part of 
the Lands less than the entire and undivided fee simple estate (whether Lessor's interest is herein specified 
or not), then the royalties to be paid to Lessor hereunder as to the Lands provided for in Paragraph 4.a shall 
be paid only in the proportion which the interest therein, if any, covered by this Lease, bears to the whole and 
undivided fee simple estate therein. The provisions of this Paragraph 12 shall not apply to the consideration 
given Lessor for the granting of this Lease. 

13. Substances Covered. This Lease covers oil, gas, casinghead gas, other gaseous 
substances and associated hydrocarbons in either a liquid or gaseous phase or state and such minerals as 
may be produced in association with the production of oil, gas, casinghead gas, other gaseous substances 
and associated hydrocarbons; provided, however, that nothing in this Lease shall be deemed to authorize the 
gasification or in situ combustion of uranium, coal or lignite, and this Lease shall not be deemed to cover 
either uranium, coal or lignite. The classification of a well as either a gas well or oil well by the Agency shall 
be conclusive in respect of its classification under the terms of this Lease. 

14. Information Reguired. Lessee agrees to furnish, free of cost to Lessor, transmitted by the 
U.S. Mail to Sempra Energy Production Company, 8235 Douglas Avenue, Suite 525, Dallas, Texas 75225, 
the following materials as soon as the well information is available to Lessee but in no event later than thirty 
(30) days from completion: 

(a) ' Notice of intent to drill 

(b) one Field print and Final print of all electrical and other surveys run, including a copy 
of all daily drilling reports, for any and all wells drilled on the Lands or lands pooled or unitized 
therewith; 

(c) All logging surveys, wireline tests, drillstem test charts, core analyses or other third 
party information as may be run or prepared in the drilling of such wells; 

(d) a copy of all state completion and plugging reports filed; 

(e) Any title information Lessee obtains with respect to the Lands; and 

(f) upon receipt of a request from Lessor, all other information on any wells drilled on 
the above described acreage or acreage pooled therewith. 

In the event the abtfve well information is not provided to Lessor, lessor will send a written request by certified 
mail to Lessee. Jmstl««f to provide the requested well information within 30 days from receipt of said written 
requesj^vill, at Looeor'o option, rooult in tho oonoollotion af thie UeaeS^ 

15. Fprce Majeure. Lessee shall not be liable for any delays in Lessee's performance of any 
covenant or condition hereunder, express or implied, or for total or partial non-performance thereof, for so 
long as, and only so long as, Lessee is prevented from performing the same due to force majeure. The term 
"force majeure", as used herein, shall mean any circumstance or any condition wholly beyond the control of 
Lessee, including acts of God and actions of the elements, acts of the public enemy, strikes, lockouts, 
accidents, laws, acts, rules, regulations and order of federal, state or municipal government, or officers of 
agents thereof. If Lessee is required to cease drilling or reworking or producing operations on the Lands (or 
lands properly pooled under the provisions of this Lease) by force majeure, then until such time as such force 
majeure is terminated, and for a period of 90 days after such termination, each and every provision of this 
Lease Jthat might operate to terminate it shall be suspended, and this Lease shall continue in full force and 
effect during such suspension period. If any period of suspension occurs before the Expiration Date, the 
term thereof shall be added to such Primary Term. The provision of this Paragraph 15 shall not be applicable 
in respect of any payments required to be made under any provision of this Lease, it being expressly 
understood and agreed that the provisions of this paragraph 15 shall not override or modify any requirement 
of such payments. 

16. Notice. All communications, notices and information required hereunder shall be in writing 
and shall be deemed to have been properly served when sent by mail, telegraph or telecopy to the 
addresses set forth on the signature page hereto. 

17. Implied Covenants. None of the covenants contained in this Lease shall negate or in any 
way limit or serve in lieu of any implied covenant available to Lessor, including, without limitation, the implied 
covenants to further develop, to market and to protect against drainage. 
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18. Compliance with Laws. Lessee shall comply with all applicable laws, and regulations of 
governmental authorities in the conduct of all drilling and producing operations on the Lands, including, 
without limitation, those applicable to the protection of health and/or the environment. Lessee agrees that (i) 
no toxic or hazardous chemicals or wastes regulations shall be stored or disposed of on the Lands and (ii) all 
wells which may be located on the Lands which are no longer capable of producing in paying quantities shall 
be; plugged and abandoned in accordance with all applicable laws and regulations of governmental 
authorities. Lessee shall indemnify and hold Lessor harmless from any loss or damage Lessor may suffer as 
a result of any environmental damage or pollution resulting from the operations conducted by Lessee or 
otherwise resulting from or relating to a breach by Lessee of the covenants contained in this paragraph 18 or 
otherwise contained in this Lease. 

19. Indemnification. Lessee agrees to indemnify and hold harmless Lessor from and against 
any and all claims resulting from or arising out of or in connection with operations of or for Lessee hereunder, 
ard from and against all costs and expenses incurred by Lessor from and against any and all claims. Each 
assignee claiming hereunder agrees to indemnify and hold harmless Lessor from and against any and all 
claims resulting from or arising out of or in connection with operations of or for such assignee hereunder, and . 
from and against all costs and expenses incurred by Lessor by reason of such claim or claims. JJ>y /ASPC 

-Prtor--to^sucfr rCc 
commencement of initial drilling operations on the Lands, 11 rr |inn ftllitfil |i \\\\ n i|in Hi i i Jn iilm ilinn 
for an Oil and Gas Lease ™ntoininr| an "gup'mynllji |iih'n'mil mi i pili 1 n n basis, covering/and located 
within the I mil Jni in lliw iiinilil | l l | ililj.n iinl lilTiiil i i i i i l i / l l iH i l I m i I J I I I U I In |i ly I iHiti i i 7llM iliffuniin I 

aeration paid Leeaeri por net mirwual i 

21. Lessor executes this lease without warranty of title, expressed and implied. 

IN WITNESS WHEREOF, this Lease is executed on the date of the acknowledgments attached 
hereto but shall be effective as of the Effective Date recited above. 

I'r 
SEMPRA ENERGY PRODUCTION COMPANY (formerly 
known as PACIFIC ENTERPRISES ABC 
CORPORATION) 

Michael J. Walker 
Vice President 

Tax ID No.: 95-4390494 

STATE OF CALIFORNIA 

COUNTY OF SAN DIEGO 

2001, before me, J l t Y U & r i { j l ^ t c ^ l i e . a Notary Public, 
personally appeared' MICHAEL J. WALKER personally known to me to be trie' person whose name is 

On J ^ C H 

subscribed to the within instrument and acknowledged to me that he executed the same in his authorized 
capacity, and that by his signature on the instalment the person or the entities upon behalf of which the 
person acted, executed the instrument. 

WITNESS my hand and official seal. 

JENNIFER LVISCEGLIE I 
COMM. #1237027 A 

NOTARY PUBUC-CALIFORNIA jrt 
. SAN DIEGO COUNTY Q 
My Commission Expires 

OCTOBER 8, 2003 

7\ )UILL<A ItthXSjLc 
$rJtary Public (J 

Printed Name 

ao 

STATE OF NEW MEXICO 
COUNTY OF LEA 

FJJ.tD 

SEP 2 6 2001 
«M&Ua A M 
and record 
ViVjl 

.Tvy 

: ° '• >-; 
y . 

'•• 1*': 

\°o. 

oo 

< 

W 
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Sempra Energy 
Production Company 

S5MPRA ENERGV PRODUCT! ON COMPANY 
8235 DOUGLAS AVE., SLITS 525 
DALLAS, TEXAS 75226 
2U70E.M20 Fa* 2M706.W15 

Fax 
TO! (Mid^r^ From; Sare Williams 

Dato: 

Phone: Pages: 

CC: 

• Urgent • For Review • Please Comment • Please Reply O Plea*© Recycle 

O I L COiNlSEkvAi xovi IJ-L VISION 

CASE NUMBER 



LEASE SYNOPSIS 

1. PROSPECT NAME: Denton COUNTY: Lea STATE: New Mexico 

2. LESSOR'S NAME: Sempra Energy Production Company 

3. LESSEE'S NAME: Ocean Energy, Inc. 

4. DATE OF LEASE: November 11,2002 DATE OF ASSIGNMENT: N/A 

5. PRIMARY TERM: one (1) year OPTION TO EXTEND: NO X YES 

6. EXPIRATION DATE: November 11, 2003 Term: Date: Per Acre: 

7. DESCRIPTION: 
Township 14 South, Range 37 East, N.M.P.M. 
Section 23: NW/4 

8. ROYALTY: 3/16ths 

9. GROSS ACRES: 160.00 

10. NET ACRES: 29.08158 

11. FRACTIONAL INTEREST ACQUIRED: 85% x 31.682% x 11/24 + 12.727% x 11/24 

12. BONUS AMOUNT: Per Acre $125.00 Total S3,635.24 

13. RENTAL AMOUNT: Per Acre N/A Total N/A 

Total $3,635.24 

14. DATE OF 1st RENTAL: N/A paid up lease 

15. PLAT ATTACHED: YES NO X 

16. LEASE COPY ATTACHED: YES X NO 

17. TAX IDENTIFICATION NUMBER: 95-4390494 

18. TELEPHONE NUMBER: (214)706-0420 

19. SPECIAL PROVISIONS: Lease has many provisions; refer to attached copy 

20. LANDMAN: Blaine Hess 



OIL AND GAS LEASE 21722-A1 

T'-i'.S OIL AND GAS LEASE ithis "Lssse") is made and entered into effective ES of the 11 day of 
November 20C2 (the "Effective Date"';, and is by and between Semp-s Energy Production Company 
."orns-ly krcwn as Paafc Enterprises ABC Corporation), 8235 Dcug'as Avenue, Suite 525, Dallas,Jexas 
752Z5, -iereinafter ca,iac Lessor and Ocean Energy, h e . 1001 Fan-in, Suite 160C, Houston. Texas 77002-
3794 Hereinafter caiied Lessee. 

1. Grant of Lease Lesser, for and in consideration of S'IJ.OO and other good and Veluaole 
consideration, tne receipt of which is nsrefcy acknowledged, and of tne covenants and agreements o-' Lessee 
hereinafter contained, does he'eby lease, let end demise unto Lessee, its successors ana assigns, without 
representations warranties c covenants cf title of any kind cr nature, or any other warranties or 
representations, the following: 

a. Lands Leases. The lands descrioed as follows (the "-Ends ') for the purposes and 
v/ith the right of exploring, investigating, dm ing for and operating for, producing, treating, storing ard 
transporting oi. and ess. subject to the further provisions of this paragraph 1; T'or the pjrooses of 
ceterrr.i-iing payments due nereunde', unless a survey mace by Lessee should other-vise determine, 
tne Lands shall bs deemed to contain 160 acres, v.nethe- actually corttalrvng more or less a-e 
located in the County of Lea, State of New Mexico, sr.d described as follows, to wit: 

The Northwest Quarter (NW/4) ofSection 23. Township 14 South, Range 37 East, N.M.P.M. 

b. Geological Surveys, To the extent thai Lesser has the rigr.t to do so, the exclusive 
ngnt to conduct geological and geophysical surveys., by seismog-ach; gravity or nagnet'c methods 
or any other method developed in the future; and 

c. Eesements and Other Rights. To the extent that Lesser has tne right to do so, the 
right to lay pipelines, tc construct roads, to oig canals, to build tanks, power stations end telephone 
lines, to the extent any of such activities are necessary or useful in Lessee's ooerations in exploing, 
investigating, drilling fcr, producing, treating, storing and transporting oil and gas produced from the 
land covered hereby, together with all easements, rights c" ingress anc egress and a'! other rights 
incidents!cr necessary for the fuli enjoyment of the estate he-ein granted. 

2 Term. Subject to otner provisions contained ir this Lease, this Lease shaii remain, in force 
for a term commencing cn tne Effective Date and expiring at midnight local time one {') 
yea' after the Effective Date (the "Expiration Date"), whicn term is referred to in this Lease 
ss the "Prinary Term', and for sc long tnereater es cil and gas or either of them is being 
produced in paying quantities from the Lands or lands with which the Lands or ary part 
thereof may oe pooled as psrmittea herein, and the royalties a re paid thereon as hereir 
prcvided 

ALSC, Lesser and Lessee agree that Lessee shaii ha ve the opt on at the expiration- of Sec Lesse to 
obtam c rew lease from Lessor for the seme terms, provisions and bonus coiside-'Ston as Ss:o i.ease. 
Lessee must notify Lessor o"' ll? elect cn tc exercise S2;0 cpton i r writing 30 ris/s pr.or tc t 'e expiation c' 
Said Lease. 

3. Royalty Share. For tne purposes of this Lease, the term "Royalty Snare" shall mean a 
*ract'on equal to (3/i6ths) th-ae-sixteenths. 

4. Rcvaifes In respect of oil and gas wiich may he produced from tne Lands or ia-os wi;n 
wtven the Lands or any par. thereof may DS pooled or u'.tzec as pen-tied herer., as royalty. Lessee 
covenants anc agrees that Lessee shall comely v.tn each of the following prov;sions-

a Oil ftova'tv In -espect of o!: (for the tsurposts of tn s Lsase the term "c'l" irsu< also 
.nc'ude otner tquic hyd-ocsrbons.^ stne* than £» providec in Paragraph i ~.\ '_es3ee sn.a!! delive to 

Rc/eity Sh3'£ ; f a i oi! p-cduceti and 5?ved by Lessee from the Lands cr iancs with, whisn the Landi 
cr any pat thereof T I ; , C* pooled 3= permitted nere n; the del vew of such ci' sna! be made to the 
erect cf uessor into the stcaje tanks or t ie pipeline tc wh;ch the v/el! c weis or. the Lands mey ce 
conneotc-d 

c Gas Royalty in respect o' gas (fc- the purposes c' a n Lease term gss" sha's 
mean a-nj ;ncuce netua! gas, casinuheac g»s end ail otner caeeo_": cr vaporous substances wr-ic.* 
gre hydrocarbons 2? the same nsy exist s' the surface ..r.der norm;' *tr.".c-s?he-ic pressures and at 
rc.—.a: s.mbient temperatures.) p-oduoed, ssved and sod rem me catus *- isncs v-'tn *\mch r e 



the field in wnich ths Lands are located. Except as provided in Paragraph Ad, when any gas is 
produced ard used off of the Lands o r lands with which the Lands may be pooled as pan-nitted 
herein, Lessee shall pay Lessor, as royaty, the Royalty Share of the "Market Value" (as hereinafter 
defined) of such gas. \* any gas ;s sold or otherwise disposed of to any affiliate, subsidiary or parent 
of Lessee, such gas shall be sold or otherwise disposed of at a price not less than the "Mar.<et 

l 



Valu-" thereof which for the purpose of this Lease shall mean a price equa: to the average cf the 
thr»* Highest o'icas being paid f c gas to any party ir the county ioentifed in the lands leased or, ,t 
there a-e no gas sales occurring in said county, then such price shall be equal to or greater thsr, the 
average of the three highest orices oeing patf for gas in the ecu-ties in the State identified m tns 
lands ieased wh.ch ans contiguous to said ccu.nty. 

c. Plant Procucts Royalty, if gas is produced from Lanes and :s therea^er processed 
in an assorption, extraction, casinghead. stripping or other plant or plants, whether such plants are 
listed in tne forecoir.g list or not (e "processing plant"), then, in lieu cf the royalties provided for m tne 
immediately preceding ^anagraph 4.b, Lessea shall p3y, ss royalty, tne Royalty Share cf tne 
oroceeds realized toy Lessee from the sale of all p'a-t croducts extracted, separated, absorbed or 
sc-ved from such gas before tne addition of treating or blend ng agents or substances not derived 
mom such gas and. in addition, Lessor shali be pad, as royalty, the Royalty Shane cf the amount 
realized by Lessee from the sale of the resdus gas remaining after the extraction of the plant 
products there^orm provided, however that if such residue gas is sold or otherwise disposed of to 
any afiliate. subsid'ary or parent or' Lessee, the computation of the royalty thereon shall te based 
upon the Market Value rhiereo'. No royalty shall be paid on Lessor's proportionate share of residue 
aas used, for no compensation to .esses, for fust in a processing plart where such residue gas is 
processed for the extractor, or removal of liquid hydrocarbons, and Lessee may inject gas into any 
oil or gas producing formation underlying the Lands after such g3S has beer processed for the 
extraction or remove! cf the liquid hydrocarbons therein contained, ard no royalty shall be paid on 
aas so injected, provided, however, that royalty shall be cue on said gas rf ssid gss is injected in any 
well o f of the Lands. |- any gas is produced from the Lands and is p-ocessed in a processing plant 
or plarts owned by Lessee'or any affiliate, subsidiary or parent of Lessee, the royalties due on such 
plant products and g2s sha:! be based upon the Market Value of such gas and plant products. 

d. Shut In Royalty. If at any time, whether before or s tsr the Expiration Date, Lessee 
shall have comp'eted a well or wells on the Lands (o* cn land with which tne Lands or any part 
thereof may be pooled) which well or wells are capable of producing gas ;n paying quantities but are 
shut-in v/rth the result tnat gas is not produced, sold or used. Lessee may pay as shut-in royalty to 
Lessor for each sucn shut-in well, on cr before the later cf (i) the Expiratior Date or (ii) the 90th day 
after the date such gas cesses to be sold cr used, en amount equal tc the greater of: (A) tha product 
0" S2.00 times the total acreage (reducing the same by reason of any proportionate reduction as 
contemplated in paragraph 12) then covered by this Lease 0' (B) S10C.00, and upon tne making of 
the greater payment specified in this Paragraph 4.d, it will be considered tnat each such wel! o-wells 
£'e p'oduclng gas in paying quantities within tne meaning o* this Lease for a period of one year after 
such wel! is shut-in. In like manner and upon like payments being made annually or. or before the 
expiration of the last preceding year for wh ch such shut-in royalty payment has been made, ii will be 
considered that sad wel! or wells are producing gas in paying quantities for successive periocs cf 
one year proviced, however, that the proper payment cf shrut-n royalties under this Fargg-aoh ^.c 
sha!; not perpetuate this Lease (i) for more than a total pen'cd of *"ive years in the aggregate, cr (ii) fcr 
a continuous shut-in period in excess cf two (2) years. Shut in payments and notices shall be ms lea 
to Lessor at the sddnass set forth in tne first paragraph of the lease. 

If gas production is begun or resumed during the year following the payment o f a shut-i.-
royalty end the we! is subsequently shut-in with the result that gss is net then being produced tne 
second annual shut-ir payment snsi be due and payabls cr. the frst 2.nrua! annive-sary date cf the 
first psymart (the "First Anniversary Date '), ff there is procuction on the First Anniversary Date and 
the well is subsequently shut-in with the result that gas is net then being produced, then the second 
shut-in payment shall be made on or before 90 days after such new shut-in date or tne Lease shall 
terminate Such second shut-in royalty payment shall perpetuate tMs Lease only until the second 
annual anniversary date cf the first shut- n royalty payment. The Lessa-shall likewise terminate pricr 
tc one year after the payment of a snut-ln payment if the Lessee fails to timely oay shut-in royalty 
osyme~ts on each, additions well which is s.nut-in. Should ary shut-fr. roys'ty payment not be mace 
in z timely manner ss tnis Paragraph ~,d provioes, then, in that event, it sha1 be cons oared for all 
cu-poses that there is no procucticn from any such we!; or wells and except to the extent t!*a? this 
Lease Is tren being perpetuated under other provisions of this Lease, this Lesse sha:l terminate at 
mdm:/'^ t-e las' :'-?v provided f c th? Mymen: of such shut-in rova&es. and Lessee s'af 
tne-evpon 'urn sh to cesson a release c* s.l of Lessee's interest in s-ci tc r.is Lesse 

e Plsce and Time C Payment of Production Royalties 

; 1 ; Except as specifically provided above, ali royalties cue i_rder the p.-ov sens 
o- Paragraphs «£ a, 4.b o r £..c shall be pale tc Lessor shall indicate tne minera1 nun-he-
app! cable thereto (the mineral nLymes' is located on the uppe r right hs.nd corner cf psce ' 
of tn s lease), and shall be paid a: ihe address specified below: 



Any notices or correspondence mated to Lessor shall be mailed to the address as set fonri 
i- the first paragraph of this Lease. 

(2) Lessee sh3ll tender first royalty payments to Lessor on orPefore 120 cays 
after the month of firs', sale of production. Thereater Lessee shall tender royalty payments 



to Lessor within 60 days of the date oil is produced anc sold within 90 days of the date gas is 
prcducsd ano se'd. It is expressly agreed that if Lessee fails to pay royalties witnin the 
aforementioned timeframe, Lesser may thereafter notify Lessee in wrting o: such failure and 
Lessee shail then nave 30 days from receipt of such notice to make such payments, anc if 
Lessee then fails to pay such royalties, Lessee wili also be required to pay interest at a rate 
2% aocve the rate charges' on loans to ctesos'tory institutions by the Naw York Federal 
Reserve Bank on royalty payments not paid within the above time frames. In the event any 
dispute or question arises concerning the tit'e to Lessor's inte'est, Lessee may witnholo 
royalty payment accruing to the interest or interests affected, without consequence tc tne 
he'eina'beve st3teo termination penalty, until such dispute or question of title has been 
corrected. Payments may be remitted'to Lesser annually for the aggregate of up to twelve 
months accumulation of proceeds if the total amount owed is S1D0 or less. 

f. Division Orders. Tne execution of a division order snail not be required as a 
condition or prerequisite fo r rcyalty payments to be due and payable under this Lease. 

5, Pooling and Unitization. Lessee, at its option, is hereby given the right and power tc peol or 
combine the land covered by this Lease, cr any portion thereof, as to oi! and gas, cr either of them, with any 
ctner land, lease or leases when in Lessee's judgment it is necessary or advisable to do so in order to 
properly develop and operate safe leased premises, such poof rig to be into a well un:t or units not exceeding 
£oiy (40) acres, plus an aensaga tolerance of ten pexent (10%) o* forty (40) 3cres for oil, end not exceeding 
six hundred forty (640) acres, pius an ac-eage tolcance of ten percent (10%) or' six hundred forty (640) aces 
fo- gas. Larger units may. however, be created to conform to any spacing or well unit pattern that may be 
prescribed by governmental authorities having jurisdiction. Lessee may pool cr combine acreage covered by 
this Lease, or any portion thereof, as above provided, ss to oil or gas in any one cr more strata, and units so 
ferried need not conform in size or area with the unit cr unit? into which the lease is pcoted or combined a; 
to any other stratum or strata, and oil units need not conform, as to ares -with gas units The pooling in one or 
mors instances snail not exhaust tne rights of the Lessee hereunder to pool this Lease or portions thereof 
into other units. Lessee shal execute in writing and place of 'eccrc in the county wherein the sbovs 
described lands are located., an Instrument or Instruments identifying and describing the pooled acreage, a 
copy c' which shall be provided to Lessor. 

The entire acreage so pooled into a unit shall be treatec, for all purposes except the 
payment of royalties, es if it were included in tnis Lease, anc drilling or re«vo"kmg operations 'hereon cr 
producton cf oil or gas therefrom, or the comp etion thereof cf a well ss a shut-in gas wail, shall be 
considered, for all purposes except the payment of royalties, as if such operations were on or such 
production were from or such completion were on lands covered by this Least, whether or not the well or 
wsils shall be located on the premises covered by this Leese. In lieu of the royalties elsewhere herein 
specified, Lessor shall receive t'rom a unit so formed only such portion of the rcyalty stipulated herein es the 
amount of this aceage placed in tne unit or his royalty interest therein beers to the total acreage sc pooled in 
tn:- particular unit involved. 

Should any unit as originally created hereunder contain less than the maximum number of 
acres herein abo/e specfied, Lessee may at any time thereafter, whetner before or after production is 
obta'ned on the unit enlarge such unit by adding additional acreage thereto, but the enlarged unit sha.l in nc 
evert exceed tne spacing or well unit pattern, thai may be prescribed by gov-smmentsl authorities caving 
jurisdiction. In the event an existing unit is so enlarged, Lessee snail execute and p'gee o f record, and 
provide uassor a copy of, a supolementa1 declaration of unitization identify n; end describing the land added 
ic the existing unit.- In the absence of production, Lessee shall terminate any un'tzed area by filing a notice 
of termination of 'eoorc in ths county wnereln tha abrve described lands are located. A. copy of such notice 
sl- all be orovided tc Lessor 

Notwithstanding any other provision contained m this 'ease to tne cont-ary operations on c 
production from lards pooled or ur itized shall only main's!', this lease in effect witn respect to that portion of 
11"a Lards i-ciuded within the geographies! bounoaries cf sue"' peeled acreage or unit. The port on of the 
Lttrds located outside tne boundaries thsrsof may bs ~s:nta ncd as othervvist provided in tnis Lease. 

c.-dmit'-ii should be d'l.'iec on scjscent iand snd should such we'l or wefcs dra nhg 're leased premises, 
i-essee atjrees tc drli such ofsst wells as a reasonable anc prudent operator would d' i 1 unoer the seme cr 
s riilai crcumstances. if o i and/cr gas a-e discovered o- the ano covered oy tfiis Lease cr cn ,ands poled 
'."•-revvitr; Lessee agrees tc turner develop said and ccve"=a by nis Lease as a reasonabks and p.'tx*nt 
oceretcr would end-:-.' the same or similar circumstances. 

7 No Deiay Rents s. "his Lease is a "paid-up'1 lease and nc de!a> rents!* shall be required to 
ce ca.d by lessee 



released as to a po-tior of the Lands, any payments computed ir. accordance therewith shall thereupon be 
reduced in the proportion that tha acreage released besrs to the acreage which was covered by this Lease 
immediately pricr to sucn release. 

3 



c b o p t i o n s : Retained Wellsite Tracts. If oli or gas is not berg proouced in paying d u ^ . , e s 
-rorr Lanes c f l r b e f o r e th« Expiration Date aro the Lessee is rot theni concuctmg Operators on the 
S d s \ ? ? e a i snail irrmediatelv terminate. I' ci! or gas is not being produced ;r, paying quantity from 
me L e ' 4 ^ " b e f o r e the Expiradon Date, but Lessee is then conducting Operator* on the L f nos tnis 

ana erect as to tne Lands so leng. 
C ^ f r u o ' s Drlihc Operations on the Lands. For tne purposes of this Leas* tte term cpe.at.cn* snaii 
near operattS; for and anv of the following: ectual drilling, testing ccrrpiedng, reworking recomp.et.ng 
S ^ n T n c p ugaing back orVepainng of a wel. in search for o- h an endeavor to obtain product on tr o or 

V -Tctual proouctlon of oil or gas. For the purposes of this Lease, tha term continuous Dnl ng 
Operations" shall mean that not more than >. 30 days shall expire between the date ot completenofa wefcor 
the abandonment ss a dry hole of a well (such date to be deemea the ea-he' of (i) the filing ot a \Nel< 
Completion Report with ary agency harng jurisdiction in tne premises .the "Acency", or («.) tne date of which 
the ng is removed from the wel! site) and the commencement of Actual Drilling Ooeratons for the drilling c 
tne next succeeding wel! to the development of the Lands to the density of maximum a.icwable producton. 
For the purpc-es of tnis lease, the commencement of "Actual Calling Operation shah mean that the first 
oo=r=tion conducted afte- tne conductor casing has been d-'rven. spudding operations nave been completed 
and the Kelly has been raised and the first ioint of crill pipe nas been secured on the dnl! stem Ir Lessee 
coTim->nce= Actual Drilling Operations on a v/ell within 180 days after the date of completion cr abandonment 
o' the previous well, the difference shall NOT be credited towards tne next period of time for the 
commencement of tna next well nor carried forward or cumulated in any manner. 

I-' Lessee talis to conduct Continuous Drilling Cpenations on the Lands et any t'me after the 
=>D!rBfon Date this Lease shall thereupon term rate as to ali Lands save and except (!) those tracts around 
wells then p-odiicinc oil or gas in paying quantities (the "Retsinec Wellsite Tracts"), limited io the rights f-om 
the surface to the bass of the deepest horizon then producing in any we!l(s) drilled on such Retained Wel.site 
Trsct and (il) such rights-of-way and easements acoss the remainder to the Lands for such pipelines and 
roaos as may be necessary for procuctior End operst.ons on the Retained Wellsite Tracts. 

Tne Retained Wellsite Tracts shall be designated in strict comoliance with the following: 

g . Shape of Retained Wellsite Tract. Each Retained Welis te Tract shell be In as 
nearlv the form of a scuare as possible, with the sides parallel to the sides of the Lends, with one 
sice comciding with one side of the Lands, if possible, and with the well the-eon located at z legally 
spaced location or proration unit within such area as allowec by the governments' authority having 
jurisdiction ir, the area. 

b. Si-re of Retained Wellsite Tract. The Retained Wellsite Tract shall to* each well 
tnen producing oil or gas consist of not mors than the number of surface acres of contiguous land 
around each such well which is the smallest size then prescribed or permitted by the Agency as the 
minimum proration unit for obtaining the maximum allowst>!e production o' cn cr gas from such well. 

It is provided, however, that if Lanes are pco'ed or unitized with other acreage pursuant to the terms 
of Section 5 hereof, that tne size and shape of the Retained Welisite i ract sha:! conform to tne pcrtion of the 
Lands included in tha pooled or unitized acreage or. which production is then being derived 

if, at any t'me after the Expiration Date, production in paying quantities ceases c all Operation; then 
be; ng conducted ere discontinued on such Retained 'Wellsite Tract th.s Lease shall terminate with respect to 
sucn Retained Wellsite Tract or. the 60th day following such cassation or discontinuance unless on or before 
st.cn ciate either (i) Lessee commences procucticn or resumes Operations cn such Retained Wel.site Tract 
or (ii) the shut-in well provisions of Paragraph 4.d are applicable to such Retained Wellsite Tract If at any 
time after the Expiration Date production ceases from tne deepest horizon then p-oducing i = "Formerly 
P-oducing Depth") from a well locsted on a Retained We'lste. but continues from a lesser death 'the 
' F reducing Depth"), this Lease shall terminate as to all deptns oebwthe base of tht Producing Depth on the 
GCt'i day afte' the cessation cf production rem the Fornery Producing Depth, un.ess on cr before sue" cats 
Lessee either restores crocucticn from tne Formerly Producng Depth or commences Operations are 
cc -tinuec with reasonable diligence mt i oroductior, is restored from sjen F0-merly Producing Depth. 

, - - •, - - -- - . n , ' ' ' ^ I m ' ,'t»n'. n^V1-' n i ; ^ - ;n :-- -.yr.'irm'nn o" f r"C oniY!":**, tcm> 

.'or any etna; .ims Et when the*© has been a term nation 0; trie rights u-tde' tnis uassa, whether patia! or 
ctjmpiete). a copy of the instrument evidencing tne release cr'tne leased p-emises resulting f-en tr.e ts:rr.3 of 
•'•is Dctrsgrap'- if Lessee is tnen engaged in drilmg ci rewo"kir.g opestons cn the above lands, or lands 
codec therewith, tnen Lessee shall have the ricni to either di l l sucn well tc total deotn cr complete: its 
reworking operations v.itn reasonaole diligence end disp-.tch. 2nd tne provisions of ths paragraph sht'i 
become effective at completion cf ssid operations A wel upon- witch s^ut-in rcyalty pa/merts a-e being 
ptiic as provided <r. Panagraph 4.d shall be deemed as p-coucmg ges r paying cu3:,t:tes 

10. Removal o' roubrnsn' Lessee 'he!, have the rignt at any t int w.-iiie tnis lease is in force 



11. Assignments. The rights and estate of Lessee hereunder may not be assigned without the 
P'ior written consent of Lessor, which shall not be unreasonably withheld. 

12. Proportionate Reduction. If this Lease covers an interest in the oil or gas in'ail or any pant of 
the La"ds less than the entire and undivided fee simple estate (whether Lessor's interest is herein specif ed 



-r non then -h* royalties to be caid to Lessor he.euncer SS to the Lands p'ovideo for in Paragraph *.a sha» 
£ paid S I'n t'he proportion which the inte-est thereir, If any, covered by this Lease, bears to the whole and 
^divSsS fee simple estate therein. The provisions of this Paragraph ".2 shall not apply to tne consiceraton 
given Lessor for the granting of th s Lease. 

suhstarces Covered. This Leese covers oil, gas, casinghead gas, other gaseous 
sr trance'-- and associated hydrocarbors in either a liqu et or gaseous phase or state and such minerals as 
n W be p-oduced in association with the production cf oil, gas, casinghead gas. other gaseous substances 
and associated hydrocarbons; provided, however, that nothing in this Lease sha! be deemed to authorize the 

• ^ . ^ c r h q i t l j comousticn of uranium, coal or lignite and this Lease shall not be deemed to cover 
either uranium.'coaror lignite. The c a s s a t i o n of a we 1 as either a eas wel. or oil well by the Agency sh*. 
be cenciusive in respect cf its classification under the terms of tnis Lease. 

14 information Required. Lessee agrees to furnish, free cf ccst to Lessor, transmitted by tne 
U S Man to Sempra Energy Production Company. 6235 Douglas Avenue, Suite 525, Dallas, Texas 75225 
tha following materials as soon as the wel1 ir.fcrnation is avallaole to Lessee but in no event later than thirty 
(30) cays from completion. 

(a' Notice of intent to drill 

(b) one Field print and Final print cf all electrical and other surveys run, including s copy 
of a; daily drilling reports for any and all welis drilled on the Lands or lands pooled or unitized 
therewith; 

ic) All logging su-veys, wireline tests, driiistem test chats, core analyses or omer third 
paly .nforrrstion as may oe run cr p-epared in the drilling of such wells; 

fd) a copy of al! state completion and plugging recorts filed: 

(e) Any title information Lessee obtains with respect to the Lands: and 

[fj upon receipt of a request from Lasso", sli ether ln'ormation on any wells drilled cn 
tne above described acreage or acreage pooled therewith 

Ir, the event the above well information is not provided to Lessor, lessor will send a written request by certified 
mail tc Lessee. Lessee te provide the requested well information within 30 days from receipt of said written 
request. 

15. Fome Majeure. Lessee shall net be liable for any delays ir Lessee's performance of any 
covenant or condition hereunder, express or imp'ied or for total or paiia! non-performance thereof, for sc 
Ic.ng as. ard on.y so long as, Lessee is p-evented from performing the same cue to force majeure. The term 
"to'ce majejrs", as used herein, sha,I mean any circumstance or any condition wholly beyond the control cf 
Lessee, including acts of God end actions o £ the elements, acts cf the puolic enemy, st'ikes, lockouts, 
accidents, laws, acts, rules, regulations and ordar cf federal, state cr municipal government or officers of 
agents thereof. If Lessee is required to cease drilling or reworking or producing operations on the Lands (or 
lands properly pooler! unde-the previsions cf this Lease) by force majeure, then until such tims as such force 
majeure is terminated, end fo' a oeriod o' 90 days anter such termination, each, and every provision of th s 
Lease that might operate to terminate it shall be suspended, anc this Lesse snail continue in full force and 
effaot during such suspension period. If any perioc of suspension occurs befc.-e the Expiration Date, the 
t;rm thenaof shall be added to such PrimsTTerm The provision of this Paragraph. 15 shall not be applicable 
h respect cf any cayments required to be made undsr any provision of tnis Lease, it being expressly 
understood anc agreed that the provsions of this paragraph 15 sheli -ot overrde or modify eny requirement 
o- such payments. 

16. Notice. All commjr.icstions, notices and information required herajnder shall be in w-iting 
sine shall be deemed to have been prc-pery served when sent by mail, teegraoh or te ecopy to the add-esses 
set forth or. the signature page hereto 

17. I'npiei.g v,:><~r;:nta. i-,or',t </. trie covei-ants c o n u . i i i i i Jilt- i-caSc tniJi ;'iCt;̂ ..-_ , . ^. • 
way limit or serve in lieu of any implied covenant avaiiab e to Lessor, including without limitation, 'he in-soiled 
covenant* to further d&ve.op, tc market anc to protect against drainage 

18. Compliance with Lsw-t Lessee sha'l comply v/ith all applicable laws, and reguiaticr:". cf 
ciovemnentei authorities in the conduct o f a I dn'iing and producing oDerations on the Lands, inciucmg 
without limitation, those applicable tc the c-otectlcn of healtn ar.d/o: the environment Lessee agrees hst (i) 
-,o tcxic or naca-ccus chemicals or wastes regulations shall oe stored or disposes o_"on the Lanas and •,"'!) a I 
v.eils when may ce located or, the Lar-ds which are no longer capable of producing in paying quantities shall 



otherwise resulting from or relating to a breacn Dy Lessee of the covenants containec in tnis paragrapr. ib or 
otherwise contained in this Lease 

IS. indemnification. Lessee agrees to indemnify and hold h aimless Lessor from and against 
any and ail claims resulting from or arising out of or m connection with cpe-ations of ar for Lessee hereunder, 



snc, from and against all costs and expenses incurred by Lessor from and against any ard all claims Each 
assicnee claiming hereunder agrees to indemnify and hold harmless Lessor from and against any and all 
claims res Jltina from or arising cut of or in connection with operations of or for such, assignee hereunder, and 
from and against al! costs and expenses incurred by Lessor oy reason o J such claim or cla'ms 

20. Additional Consideration Pnor to such Commencement. If at any time prior to tne 
commencement of initial drilling operations on the Lands', Lessee pays 9 mine-al ownsr a greater 
consideration fcr-an Ci! and Gas Lease containing an equal royalty prevision, cn a per acre basis, covering 
land located within the Lands, tnen Lessee agrees tc pay Lessor the difference between the conslde-ation 
paid Lessor, per net mineral acre and the consideration paid to a third party 

21. Lessor executes this tease without warranty of title, expressed and implied. 

IN WITNESS WHEREOF, this Lease Is executed on the date c' the acknowledgments attached 
he-eto but shali be effective as of the Elective Date recited ebove. 

SEMPRA ENERGY PRODUCTION COMPANY (formerly 
known, as PACIFIC ENTERPRISES ABC 
CORPORATION) 

By: 
Michael J. Walker 
Vice President 

Tax ID No.: 95-4393494 

S"rATE OF CALIFORNIA ) 
) 

COUNTY OF SAN DIEGO ) 

On __, 2002, before me, e 
Nets'-/ Public, personally appeared MICHAEL J. WALKER personally known to me to oe tne person whose 
name is subscribed to the within instrument and acknowledged to ma that he executed ths same ;n his 
authorized capacity, and that by his signature on the instrument the person or tne entities upon behalf of 
which the perscn acted executed the instrument. 

WITNESS my hend and official seal. 

Notary Public 

Printed Name 

SEMPRA ENERGY PRODUCTION COMPANY 
8235 Douglas Avenue, Suite 525 
Dallas, Texas 75225 
214.705 0420 
2 K.705.0415 (Facsimile) 



Blaine Hess 
Oil Properties 

Post Office Box 326 
Roswell, New Mexico 88202-0326 

(505) 623-5400 
(505) 623-4916 facsimile 

November 5, 2002 

Ms. Sarah Williams 
Sempra Energy Production Company 
8235 Douglas Avenue, Suite 525 
Dallas, Texas 75225 

Re: W/2 ofSection 23, T-14-S, R-37-E, N.M.P.M, 
Denton Area, Tatum Basin Project 
Lea County, New Mexico 

Dear Ms. Williams: 

I just wanted to inform you that we have changed the name of Denton Canyon 23-1 
Well to the Brickyard 23-1 Well. 

Also, there is the possibility we may move the location of the Well due to the 
original location being in the way of an irrigation system. If this is the case, the 
new location will be 330 feet FSL and 2,310 feet FWL ofSection 23, T-14-S, R-37-
E, N.M.P.M., Lea County, New Mexico. If the location is moved we will have to 
directional drill the well resulting in the estimated cost to drill the well increasing 
approximately $75,000.00. 

Should you have any questions, please feel free to contact me. 

Yours truly, 

CONSERVATION D I V I S I O N 

Blaine Hess ASE NUMBER 

Bh/arh E X H I B I T 

cc: Mr. Derold Maney, Ocean Energy, Inc. 


