
STATE OF NEW MEXICO 
DEPARTMENT OF ENERGY, MINERALS ANffllft^if ̂ I ^ L REs3uR«ES 

OIL CONSERVATION DIVISION 

APPLICATION OF BASS ENTERPRISES PRODUCTION CO. FOR AN ORDER 
AUTHORIZING THE DRILLING OF A W E L L IN THE POTASH AREA, EDDY 
COUNTY, NEW MEXICO. 

CASE NO. 13367 

MOTION OF BASS ENTERPRISES PRODUCTION COMPANY 
FOR AN ORDER RE-INSTATING APPLICATION FOR PERMIT TO DRILL, 

AND DISMISSING THE OBJECTION OF IMC MINERALS/MOSAIC POTASH 
TO THE JAMES RANCH UNIT W E L L NO. 93. 

Bass Enterprises Production Company ("Bass") hereby moves the Division for an 

order re-instating its Application for Permit to Drill its proposed James Ranch Unit Well 

No. 93 approved by the Division on September 15, 2004, dismissing the objection of 

IMC Minerals to this location and vacating the hearing in this case, and in support of its 

motion states: 

1. J.C. Mills and Francis Family Partnership, Ltd. is the surface owner of the 

NE/4 NE/4 of said Section 7 and an interest owner of the oil and gas minerals located 

under these lands. There are also thirteen other mineral interest owners in the NE/4 NE/4 

of Section 7, excluding Bass Enterprises Production Company, which own mineral 

interests, including potash reserves in the NE/4 NE/4 of Section 7. Bass also has a potash 

mineral interest in said Section 7. 

2. Bass Enterprises Production Company is the current lessee of a valid oil 

and gas lease from all mineral interest owners covering the oil and gas mineral rights 

under the NE/4 NE/4 of Section 7, Township 23 South, Range 31 East, NMPM, Eddy 

County, New Mexico. Copies of the Oil and Gas Leases from the mineral interest 

owners to Bass, are attached hereto as Exhibit A. 

3. Bass proposes to drill its James Ranch Unit Well No. 93 in the NE/4 NE/4 

of said Section 7 and, on April 14, 2004, filed an Application for Permit to Drill ("APD") 

this well at a standard location 660 feet from the North and East lines of Section 7. Bass 

proposed to drill to a total depth of 14,610 feet to test the Lower Morrow formation. 
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4. Since the proposed well is within the designated oil/potash area as 

described in the New Mexico Oil Conservation Division/Commission Order R-l l l -P 

("Order R-l 11-P"), on August 19, 2004, Bass notified all potash lessees within a mile of 

the proposed well location of its intent to drill. IMC Potash Carlsbad, Inc., now Mosaic 

Potash, ("IMC/Mosaic") is the only potash lessee within a mile of the proposed well 

location. 

5. On September 15, 2004, the Oil Conservation Division approved Bass's 

APD. Bass's approved APD is attached as Exhibit B. 

6. The owners of potash reserves, and Bass, as holder of oil and gas leases 

covering this property, have reached mutual agreement for the development of the 

minerals under this land whereby Bass will drill for and develop the oil and gas under this 

land and the potash resources under this property, i f any, can thereafter be mined. 

Attached hereto as Exhibit C, D, and E are affidavits from Stacey Mills, a beneficiary of 

the J.C. Mills and Francis Family Partnership, Ltd., Larry Eudy, Trustee of the Angela 

Leigh Simpson Starrett Management Trust, and Dottie McLaughlin, agent for Southard 

Properties, supporting the application of Bass for the drilling of the James Ranch Unit 

WellNo. 93. 

7. Although IMC/Mosiac does not own potash mineral rights under the NE/4 

NE/4 of Section 7, on September 17, 2004, IMC/ Mosaic filed a written objection to 

Bass's proposed well with the Oil Conservation Division's Artesia Office. In support of 

its objection IMC/Mosaic's Mine Engineering Superintendent stated: 

I find you in error approving any APD within an LMR. R-l l l -P states 
"Any application to drill in the LMR area, including buffer zones, may be 
approved only by mutual agreement of the lessor and lessees of both 
potash and oil and gas interests." ....You must rescind the APD approval 
for this well immediately. 

8. On September 18, 2004, the Division's District Office rescinded Bass's 

APD. A copy of the Division's September 18, 2004 letter is attached hereto as Exhibit 

F. 

9. Order R-l l l -P makes no provision for an LMR determination when the 

proposed well is located, as here, on fee lands nor does Order R-ll l-P authorize a potash 

lessee to designate a Life of Mine Reserve ("LMR") area over lands not leased to that 
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potash lessee. See Oil Conservation Division Order No. R-9990, Finding 11, attached 

hereto as Exhibit G. 

unleased potash interests underlying the NE/4 NE/4 of Section 7, as well as the surface 

owner, have consented to Bass's drilling of the James Ranch Unit Well No. 93 and 

desires to have their oil and gas minerals developed first and in preference to any potash 

reserveslmderlying said property. 

the potash minerals under the NE/4 NE/4 of said Section 7 for the drilling of the James 

Ranch Unit Well 93 and the provisions of Sub-part G(e)3 of Order R-ll l-P, the 

provision cited by IMC/Mosaic as the basis for its objection, have been met. 

Accordingly, Bass's APD was improperly rescinded and should be re-instated per Order 

No. R-9990. See Exhibit G. 

12. Bass has followed the provisions of Order R-ll l-P, subpart G(e)(2), 

which requires it to provide notice of its intent to drill to all potash lessees within one 

mile of the proposed well location as provided in sub-part H of Order No. R-l l l -P and 

Commission precedent. The APD of Bass should not have been rescinded. Bass is 

entitled to drill the subject well as proposed with a representative of IMC/Mosaic present 

during the drilling, cementing, casing and plugging of said well to observe conformation 

with all requirements of Order No. R-l 11-P. See Exhibit G. 

13. Based on the facts of this case and clear Commission precedent, the 

Division should dispose of this matter without hearing, immediately order the re

instatement of the drilling permit for the James Ranch Unit Well No. 93, and dismiss this 

case. 

WHEREFORE, Bass Enterprises Production Co. request the Division: 

(1) apply the precedent established by its Order No. R-9990 to the facts of 

(2) re-instate Division approval of Bass's Application for Permit to Drill the 

James Ranch Unit Well No. 93; and 

(3) dismiss the objection of IMC Potash Carlsbad, Inc/Mosaic Potash to this 

proposed well location. 

In this case all mineral interest owners, including the owners of the 

There is mutual agreement of the owners of the oil and gas minerals and 

this case; 

MOTION 
PAGE 3 



Respectfully submitted, 

HOLLAND & HART LLP 

Ocean Munds-Dry 
ATTORNEYS FOR BASS ENTERPRISES 

PRODUCTION, CO. 

CERTIFICATE OF SERVICE 

I certify that I have caused a copy of the foregoing pleading to be delivered to 

Gail McQuesten, Esq. Attorney for the Oil Conservation Division by Hand Delivery, Dan 

Morehouse, Mosaic Potash by facsimile [Fax No. (505) 887-0589] and to Charles C. 

High Jr., Esq., Kemp, Smith, Duncan & Hammond, P.C., attorney for Mosaic Potash, by 

facsimile [Fax No. (915) 546-5360] on this 22nd day of November 2004. 
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OIL AND CAS LEASE -

THIS AGREEMENT msde thU~»-—„ A t f a , _ . , „ __ day of July, . . . . - _ . . 19 fi] t, 
Swee.t.i.e,.J flexl«jJMl^^ K-'X, 

„ B0y.la,...Qe.c£a.sjed 
! lessor (whether one or more), whose addieit JI:.,JE!,>,„Q,T. 

l*n4.....Bie;l(;o-.P,e.teaULai..Carpai:atIon 
.Bo.OP.».Jld.l^ 
— ——• • — - ~ - , leuee, VVJTNtSSrvTH: 

I . Lessor, In consideration of Ihe sum or Ten Dollars (510-00) u d nlher good and valuable consideration, receiptor which Is hereby acknowledged 
tnd of the covenants anil tig/cements of fence hereinafter contained, does hereby grant, lease and |ci unto lessee ihc lind covered hereby for Ihc purpose! 
and wilh ihc exclusive right of exploring, drilling, mining and upcrilihg for. producing and owning ail and gas. Including ea.tingli»d gas, casinghead gjso> 
linc, condensate and .ill related hydrocarbons, arid Including all oilier products produced therewith. hereinafter ictcricd to collectively as "laid minerals" 
together wilh the rlfto tu mike surveys on Sold land, by pipe lines. eilaviuli and utilize facilities for surface or .>ub r̂faCV disposal ofial l wain. cunslruCt 
roads and bridev], tlig canals, build lank*, power stations, iclcphone linsi, employee houses and other structures on.taid land, necessary or useM in lessee's 
operations in exploring, drdling for, producing, Ireillfte., storing and UWJBOllirij: slid minerals produced from the Und coveted hcieby oi any. olhet land 

adjacent there ID. The land covered hereby, herein called "slid land", it located in Die County or...Eddy,__ — Stale of H £ \ t MSX.i CO 
and 11 described as follows: ' 

NE/4 NE/4 Section 7, Township 23 South, Range 31 East, N.M.P.M. 

(Notwithstanding the provisions in paragraph 3 herein, i t is agreed that where • 
the fraction l/8th appears within said paragraph 3, that the same shall for the 
purposes of this lease be deemed to read l/4th) 

Thli lease iho cover* and includes any land contiguous io or adjoining the land above described, other than those consiiiuilm regular governmental sulk 
division j . said (a) owned or claimed by leisor by limitation, prescription, possession, reversion or unrecorded inilrumenl or (b) as lo which losoi has a 
preferential ilifhi of aequlsiuc.it. For Ihe purpose or determining the amount of any bonus, delay rental or ether payment hereunder, i i id land shall bo 

^ r e V . f e A < L f K l a T ye 'r l T r f e ' c W e ° f r W B # B T p f i a " * i h J 1 " * 1 0 ta t h < 

^ } • Unless, sooner terminated or longer kept lit force under other provisions hereof, Ihi>teat shall remain in fcNcfoi"a leim pf/nn (Ipy I I I U J tjopt Uw> 
(bte-Invrvof, hereinafter called primary lerm", and atJong thereafter ai operations, ai heieinafter defined, »|e .ionduCled upon Slid land with no cessation 
lor more- than ninety (90) consecutive day*. 

J. Aa royalty, lessee covenant! and agrees: (a) To deliver lo Ihe credit of lessor in rhe pipe line to which leijee muy Conned j | j welli. Ihe equal OP«-
eighth part of all ed produced and saved by leasee fton) laid land, or from lime to time, al the option or lessee. III pay lessor the average potted market price 

•of such ope-eichut part Of such oi) at Ihe V/Clls ai or the day it Is run 10 Ihi pipe line or Storage tanks, |c«or'i interest, in either case. IO bear one-eighth of 
the cost of treating oil la render it marketable pips line ail; lb) To pay Irtsot on git and casinghead gas produced ris>m sad land (I) when sold by lettee, ont-
clghth of the amount rcaluad by lestee. computed at U>e meuth of itie well, or (2) when used by tetsvc orf said land or In ihe manufacture of gawollnu or 
oihcr prooucts. the maikei value, al Ihe mouth of the well, or oitc-eichlh or^uch g>S and casinghead gas: (c) To pay leuoi on all other uf said mineral pro
duced and marketed or utilised by lesaee from laid land, one-le/llh either In kind or the market value thereufat the well, al lesA.-o'i election. If. at Ihe expira
tion of Die primary term or at any lime OT times thereafter, there is any well on said land oi on lands with which said land or any purtiun thereof has been 
pooled, capable or producing oil or jas. and all such wells are shm-in. this lean- shall. neYcrihclcsi. continue In fon.e as though operations were bcinj; conduc
ted on saiij larxl for so long1 as said wells arc >hui-in, ind ihcrcafier this ICJW may be continued in force a'* if no sliui-in had occurred. Lessee covenants »nd 
Mien to use reasonable tllllesneo lo pnaduce, utiliic, or nuiktt uid rhincrals capable of being ptoduced fiom said wulU. but in the exercise of such ddigenco. 
leitee shall not be obiigated 10 install or rumith facililies other lhan well I'acllilieS and oidinaiy lease facilities •»' lluw lines, >Cp^ialor. and lease tank, and 
»halI not be required to scille labor trouble or |o market «ai upon tcrmi unacceptable to Iclscu. ir. at any time -ir times after the cApiralion of Ihc primary 
term, all aurti wclu arc shut-in Tor a period ol ninety (SO) consecutive days, and diuin; such lime Ihcrc are no OJ«ralluns on sjid land, Hun aioi beTcie the 
Cxpiratiori of said ninety-day period, leasee (hall pay Or lender, by chert or draft oriuisee, ai royalty, a sum equiil to the amount uf annual delay rental pro. 
vlded for in this lease, Lessee shall make like payments or lendeiial Or before ihc end ufcach anniversary or ihe expirjllOit of said ninety-day peiiud if upon 
such anniversary this I t m is being continued in force solely by reason of the provisions or this paragraph. Each slich payment ur lender sMI be made to ihe • 
parties who at the time of payment would be emitted lo receive the loyalties which would be paid under ihislcji^' if ihe w 5 | | j were producing ana may be 
deposited In Ihes depository bank provided for below. Nothing herein shall impair lessee's righl to release as provided in pjia^rapli Jhticuf. In event of 
assignment or th;s lca= in whe4e or in part, liability rur payment hereunder shall rest exclusively on the then iiwncr ur owners of llu< (ease, severally as to 
acreage owned by each. 

-4. Lessee Is hereby grmled the righl, at Its option, to pool or uniliie any land Covered by ihis lease With my other Unil covered by Ihji leava, andfoi 
w|ih any ether land, lease, or leases, at to any or all of said minerals or horiioni. as to c i n b M until eontaining nut mure than Ell surljee aeics, plus 
10» acreage tolerance', provided, however, units rhay be established as lo »ny one or more horiioni, or existing mills may be enlarged as to. any one oi more 
hcrttonl. so aa to contain l>01 more than (40 surface acres plus 10ft acreage tolerance, if limllcd 10 One or mure ol the fvllov-'ing: (11 gas. oihcr than casing
head gas, (2) liquid hydrocarbons (condensate) which ate HOI liquids in Ihe subsurface reservoir, <D) minerals p'.'odueed fiom wells classified as gas well, by 
the conservation lgency Havlni jurisdiction. I f larger units than any of thusc herein permitted, either al the w.ne estabtiihed, or sTie! enlanemeill aie ic-
quired undei any govemmenlal rule 0/ Order, far tie drilling or operation o f t well al a rcguljr location, or for Cbiaining maximum alluwable rrDm any well 
io be dnUciJ, drilling, or already drilled, any such unil may be established or enlarged 10 conform io the site uquited by »uch governmental oidjr or pile, 
U n « lhall exercise said option al (o each dctirtd unit by executing an instrument identifying such Unit and film* it for icCuid in Hie public office in which 
this lease U recorded. Each of said options mar be exercised hy Icisce al any time and from lime to lime while litis lease is in force, and whether before or 
after production his Been established either On said land, or wn Ihe portion of said land included id Ihe unil., or on other land uniifccd therewith A unil 
esubliihcd hereunder lhall be Valid » d effective for all purpgtei of Ihrt lease even though there may be mineul. royalty. Or leauhuld interests in lands 
wiOilft lite unit which are 0.01 etfeetively pooled or unitlied. Any opculioM conduilcd on any pari of such uniiit ed land ih-JI be Consideied foi all putpuses 
except the payment of royalty, opera lions COnduClcd upon uid land under Ihis lease, There shall be allocated lu Ihe land coveted by this leaSo within each 
such unit that propoiuon of the total production of unitiied mineials from the unit, after deducting any used in lease Or unil operations which the number 
of surface acres in juch land covered by this lease within the unil bears to the total number of surface arres in the unil, and Hie production to allocated 
shall be considered for all purpose], including pay merit or delivery ofrOyalty. overriding loyally and my Other giym*n|, out of produolion. io be Ihe entire 
production of uniulgd minerals from the lafid to which allocated in the same manner as though produced ihcrafrom undei ihe terms of Ihis lease, The ownct 
of ihe reversionary u t i l e or any term royalty or mineral estate agjies that the accrual of royalties pursuant to this paianraph or of shut-in roy allies fiom a 
well on Ihe unit shall satisfy any limitation of |crm requiring pioduction of oil or gl i . The formation or any Urlil hcrcundershall not have the effect ot ex-
chinyng at lr»n:ferrmg any Interest under this lease between parties. Neither shall i i Impair the right eflessee to icleavr ?i provided Ir) paragraph S hereof 
except that leiseo may hoi so release al io finds wjlhin a unit while there arc operations (hereon for uniiiied minerals unless all pooled leasts arc released ai 
(0 lands within the unit, A l arty lime while this lean i i in force leisej may disiolve any unit established hereunder by filinc for NCOId in tile public urfiec 
where ihb lease 11 recorded a declaralloii le that effect, ir at that time no operalions we beinn tonducted thereon fur uniiiied minerals Subject tit the p i c 

• vlilons of this parajraph 4, a unit Onco caUbliihed hereunder shall remain In force so long as any lease lubjcti thereto shall remain in furce. If ihis lease now 
or hctejrier covers serrate tracts, no pooling or unilizaUOn or royally inietcitj is between any such SCparale tracts i i intended Or shall be implied 01 result 
merely ftom lh* Inclusion of such separate Ir jcl i willlin this Icua bul lessee shall neverlhclcs. |u»e the right 10 panl ur uqin/c as provided in thi< paraeiaph 

l i , c . < " , . 1 " i u c n l • " < > " U < » 1 o f proesticdon as herein provided. As used in this pa/aurapli i , Ihe ward) Vpj rau IraL-t" mean any tract wilh royalty uwncr-
ship dirfcrlng, now or herea/ur. eilher ai io putici or wnounis, from lhal as to any other pail or the Icasad premises. 

S. I t operationl are not COndueied on said land On Or before the first anniversary daie hereof, this les« shall terminate as to both parlies, unless 

lessee ot) or before »»ld date shall, subject 10 lh* further provisions hereof, nay oi lender In ksior Or loJcuor'i, credit in Ihe ... ....... _ 

™.M.d.lan<i._Hat\.o.nai..; B ( n l c i t M^^nd,„ W s ._.7J7m • ; ._ _ _o; 
wbJeh shall continue al ihe dcpaaltory, regaidlcss or changes in ownership of delay rental, roy allies, or other moneys, the sum of j4D^0Q,, .„„„ 
which shall operate u delay rental and cover Ihe privileee of defer/inn operations for one year from said dan:, in like manner and upon like payments or 
lenders, operaupnj m y be furiher deferred Tor like periods of One year each during the primary lerrn. I i at any lime lhal lessee pays or tendeii delay 
stnlal, royalties, or other moneys, two or more panics are. oi claim to be, entitled to receive same, lessee may. in lieu or any oihci method of payment 
herein ptovided, pay or lenter such nuiial, royalties, or oihcr moneys, in the manner herein specified, either jcinily to such panics or separately loeath in 
accordance wilh their respective, ownerships Ihensor. as lessee may cleel. Any payment hereunder may bo nude by cheek 01 draft of lessee deposited in Hie 
maa or delivered io leisoi or lo Ihe depository bank on or before ihi last date for payment. Said deljy rental shall be apportitinable as to said Itmd un an 
tcreage batu. and a failure lo snake proper paymeni oi lender or delay rental as to any portion of said lane, or a» |o any inicicil therein shall not afleci 
tlua leal* u to ant portion of laid (and or as lo any taiersM IherelA ai lu which propel payment or tender i i made. Any paymtrn ur under whifh Is made 
In in attempt to maze propel paymint. but which | i erroneous in whole ur In pa/t as to parlies, amourtll. tir tlCpOsitOiy. shall nevertheless be sufficient to 
prevent leimlnition of this lease and » extend the time within which operations may be conducted in the sane manner as though a proper payment had 
been rnede: prov.ded. how*rer. lessee shall correct >UCh crros within Lhiny (30) day, aflcr leitee has received written notice Iheieot Horn |ci»r , | f ihe de. 
posloiy. bank should refuse to accept any rental tendered hereunder, the tender nevertheless shall be fully elMtetive ind lessee shall ha»e no obliitjiion to 

I " t * ' twnwBt ui eonneCLOn therewith unol jrter leisoi ihaU have fumishid lessee kith an initrume.il laiisfaoioiy m lesMe namine 
anotner bank as sgent to receive suds payment. Leloie may at any lime and from lime lo lime execute and deliver lo lessor ur file for lecuid a lelease or 
rcleasea ot tN l ieass al to any put ot all of said land oi 0 r any Bimetal 01 horizon thereunder, and thereby be relieve* of all Obligations M to ihc released 
acreage orlntcrejl. If thii lease is so released ai to all of said minerals and horizon* under» porrion Of said land, the delay renul and other payments com
puted In accordlnes UierewiUl shall Iheioupon bo reduced in Ihe proportion lhal ihe acreage released bean to ihe acreage which was covered by ihit lease 
Immediately prior 10 Such release, i -
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[ilea for record and which evidence tueh change or division, and Of inch courl records and proceeding*, transcripts, or olher documents as. shall be pecett 
in the opinion of such record Owner tocsiablish Ihe validity offueh change oi division. I f any suchlchanga in ownership occurs by icason of ihc death of 
owner. Ulsec ni-r. ncvcnhdesi pay or lender such royalties, delay rental, or Other mnneya, or pan thereof, In the credit of the decedent In the dcposili 

6. If at any lime or tirrws during the primary teim uneiallpnT arc conducted on laid land and If all STKtattOns aie discontinued, this lease thall there-
aflor terminals on its anniversary dale rie'xl following the nineiiti!, (OQih) day arter such discontinuance unless on Or before such anniversary date leisce 
cither ( I ) csindUv'ls operations oc (J> commences ot resumes the payment or tender of delay rental: provided, huwcvei, if such anniveisary date Is at tlx end • 
of the primary term, or i f there Is no further anniversary date of rhe primary term, this lease shall terminate i i the end of inch icrm or on thonineikth 
(SOlh) d-iy after discontinuance a l all operations, whichever i< ihe liter dale, unless on such later dale either (1) lessee is conducting operations or ( I ) the 
lhui-ln well pre vi lions of paragraph 3 or IhC provisions nf paragraph 11 arc applicable. Whenever Uied in this l«,1.<C Ihe wmri "ADcralinnt" thall mean opera-
lions for and any of the following; drilling, testing, eornplciirig, reworking, recottiplcling, deepening, plugging back or repairing of a well in Kirch for or trt an 
endra>i>r 10 obtain production of oil, cai or other of said minerals, or the piodvciiun of oil, gat or other of said minerals, whether or not In paying quantities, 

7. Le.Jtc shall have ihe use. free from royalty, of water, other than from lessor's water wells, a«d or oil and gas produced from said land In i l l opera-
lions hereunder. Lessee shall have Ihc right al any lime to remove all machinery and fiiiuies placed on said land, including Inc right to draw and remove 
Casing. Nu well .hull he drilled nearer lhan 2U0 feci to Ihe house 01 harn now on raid land without Ihe consent or (he lessor, Lessee thill pay fw damages 
caused by its iiperuiiuni 10 11 wing crops and Unifier on said land, ; 

ft. The rithis and esiale of any party hereto may be assigned from time to lime in whole or in pari and as (o any of »ld minerals or horizons. AH of 
Ihe coven^i't. obligations, and considerations uf ihis lease shall ektend lo and be binding upon the parties hereto, their heirs, successor], aisles and success. 
Ive awinns, Nt" Change or division in the ownership of said land, royalties, delay rental, ur oilier moneys, or any part thereof, hftwiocver ci'fcetcd, lhlU tn' 
ctcaic the obligations, ar diminish Ihe rights, of lessee, including, out not'limited to, the location and drilling of wells and the measurement of pluductinn. 
Notwithstanding any other aclua! ur constructive knowledge nr-noticc thereof of or I n l i n e , Jit successor] or mslgns, no change or dlvillon ln Ihe ownership 
of said Ian* oi uf ihe royalties, delay rental, ur other moneys, or the right to receive ihc same. haw<<icvcr cffecied, shall be binding upon ihe then record 
owner nf (h>l lease until thirty (30) days after there has been furnished to such record owner a| his or lis principal place of butiiieia by lessor or lenor's hi in, 
successors, ur auijtits. notice of SUClt change 01 division, supported by ciihci Originals or duly certified copies or the Instruments wfileh have been properly 

i l - l - J J -"• --a .. — - ^ - - aceisary 
of the-

. - . — . , —. . . . . , , . —, . 1 , . . . . . . . . . . . . , » . - . . . ... ^«^wiitory 
bank provided for above. In the event of assignment of this |ea<e at to any pari (whether divided' or undivided) of said land, the delay rental payable hers. 
Under tliall be appof tiooable as between the several leasehold ownets. ralahly aCCOId'tAg lo the sulfate area ot undivided inieiesll ol each, and detaull in o 
lay rcnlal payment by ape shall noi affect Un' righl of other leasehold owncis hereunder. 

9.' In the even 1 lessor conildcrC lhal lessee has not complied with all lis obligations hereunder, both express and Implied, lessor, shall notify lessee In 
wriline. sctllnp nut ipccltttill? in what respectf. lessee has breached this conliact. Lessee shall then have sixty (SO) days aftei receipt of said notice within 
which to meet sir commence 10 meet all or any eari of the breaches alleged by lessor', The service of said notice shall be precedent 10 the bringing of any 
action by tcssoi an said lease foi any cause, and. 110 such action shall be brought until the lapse of sixty (60) days »ftei service of such notice on lesice. 
Neither Ihc service of said notice nor Ihe doing of any acts by lessee aimed 10 meet all or any of ihe alleged breaches shall be deemed an admission or pre
sumption that Icitee has failed 10 perform all its obligations hereunder. IT this lease'is cancelled for any cause, it .shall nevertheless remain In force and 
efrrct as to (I) sufficient acreage around each well as to which there are operations lo constitute a drilling or maximum allowable unit under applicable 
governmental regulations (hut In nu event less than forty acres), such acreage 10 be designated by fcts« u neatly pa practicable In Ihe form of a square cen
tered at the well, or in such shape as. then existing spacing rules requite: and (2) any pari of Said land included in a pooled unit on wlileh there are operations. 
Lessee shall also have such easements on said land at aie necessary tu operations on Ihe acreage so retained. 

1(1. Lessor heieby war ran u and agrees lo defend liile to said land against the Claims or all persons whomsoever. Lessor's rights and Intcresii here-
trader thall be charged primarily with any mortgages, taxes or other liens, or interest and uthei chattel on siiil land, but lessoi agrees that lessee shall have th»J 

tight at any time to pay or reduce tame for lestof. eithci before or after maturity, and be subrogated to the rights of ihe holder thereof and to deduct 
amounts to paid ftr.n.1 toyaliici or other payments payable or which may become payable to lessor and/or aligns under ihil lease. I f ihip lease coven a leu 
interest in said minerals or any of them, la all or any pari of said land lhan the entire and undivided.fee simple eitaie (whether lessor's Interest Is herein spec- f. 
ificd or noi), or nu interest therein, then the royalties, delay rental, and other moneys accruing from any part ai to which ihli lease covers Iras than iuch - i ' 
full Intereii. shall be paid only in Hie proportion which ihe Interest therein, if any, covered hy this l.'jic. hears lo the whole and undivided. Tee simple c m n *" 

' therein. All loyally interest covered hy this Ua<t (whether or run owned by taint) shall be paid uui , if the royalty herein provided.Thli lease ih j l l t * ' 
binding Upt>n e>eh patty who ciecutcs It wllhvut ICiatd to whether It Is executed by all those named ucictn at lesuil. 

11. If. while Ihis lease It In force, I L or after the expiration of Ihc primary term hereof, i i l i nut being continued in force by reason of ihe lhul-in well 
provisions of paragraph ) hereof, and lessee ianot conducting operations on said land by reason of (1) any law, order, rule or regulation, (whether or not rub-
sotjuenily dutcrnuned 10 he Invalid) ar (1) any othet cause, y/heituir similar ot dissimilar, {except financial) beyond the reasonable conitol of lessee, the '" 
primary term and the delay rental provisions hereof shall be extended until the first mnUeisiry date hereof oceuring ninety (90) or more flayt following the 
removal of such delaying cause, and this lease may be extended thereafter by Operations as If such delay had not occurred. 

12. Ussor hereby expressly rellnquishci dower and teleasei and waives all righti under and by virtue or the homestead exemption taws Insofar 11 they 
t uy In any way affect ihe purpose for Which this lease is made. > • 

WITNESS WHEREOF, ihl^iistnimcnl I] executed on the date first above written. r \ ihljWnslrumenl I] e 

Sweetie 0, BoyltV, Indv./and as Ind.  

,trttf nf R. F. Rnyilp, Dec. 
 

I 

  

  

y STATE O F j f e U k S -

COUNTY OF Midland 

INDIVIDUAL ACKNOWLEDGMENT 

SS, 

T'-lsihe undenlpved^i'Sniaty Public in and for taid County »n4Sv»lt, do hereby cert I (y that, SWPPfrl C , t l . . B f i y l P t TtHlV., flflH, SS T pd . 
y b r P y p r j . ' O f t j he H g t . O f R - F , R o v l a n v i f . C c a . . ^ i i y known, md known io mo lo be the same person describee) In and who 
executed the foregoing irajlniment. appeared before toe Ihis day in person and acknowledged tome UiH S he .executed and delivered the Samtai. 

.** h f r ) * . f - f and vplHKUiy act and deed, for the uses, ivurprssai and Consideration therein expressed. Including the relinquishment or dower and homisieid. 
a , r ^r O n l y i o B i .Civen under my haiul and official seal t h i s _ 

,• \ '< , v.- • ..- . .- .' 
f t - y * v " ' * jjs* 1 

Notary Public us aod for said Courfyy Mid Stale icildlng as. 

" STATE OF_ 

COUNTY OP_ 

INDIVIDUAL ACKNOWLEDGMENT 

SS. 

I , the Uttilenigncd. a Notary Public 1A and for uld County and State, do hereby certify that. 

and . 10 me personally known, and known lo me lo be Ute same person—described In and who 
esteemed ihe foregoing initrument. appeared before me ihis day in person and acknowledged lo me it in h c _ _ executed and delivered the same as 
——^^free and voluntary act and deed, Tor Ihe Uses, purposes and Consideration therein expressed; including Iho relinquishment of dower and homeiteid. 

Given under my hand and offfciil aeal Ihis. day ' , \ t 

My Cfmrrijslgn Expires: Notary Public in and for said Counly and Slate, residing at. 

WHEN RECORDED RETURN TO: TWs In Instrument was filed for record on Ihe _ d j y o f 
^ O ^ s , M * r v P u 

.Page-auidauwreeordeuin Hoc4c_ 
' T r f r / i f i r A f p / a t a t t t t f of thh office. 

-orih». 

hi 

. i 

•s,'-':,..s ••.•'e.- ,r" 

.'s"„ > / .!».<.., 

1 1/17/2004 WED 12:15 [TX/RX NO 6925] t|003 



'04 01:16PM BASS LRND DEPT. 
P . 4 / 1 2 , 

• K 1 PAIO UP ! 
O I L A N O C A S L E A K E 

bclwrea. 

rcodi ?nd bridcvj. dig cwali. build an*,, p " « , ; r , X * B ™ l U t t — ^ J i ^ ^ fid e4' " M ' r a C B ° ' o f U wYier,con/lfucf 
• * . » . . * . f. explcr.*., M l * Tor. produ^. < c i V ^ / 5 ' o f c * u i f l l ^ S 
JdjMenl ihcrclo. The land covered hereby herein called ",,id l « j " i , l<JLl i , *" "*"*>• »• > ^ oil™, land 

Township 23 South Range 31 East. N.M.PIM 
• ; -«- . . • • • section 7:. NE/4 NE/4 r^" '.: 

be deemed to read 3/16ths.) shall , f 0 r the purposes of this lease 

tsttrar*r ———. - - w i~~*'J2tttt2r.?2 

»IOeil for in lhl> Iciie. \,c»jcf »hj|) nuke like ruymonl, ur icnucrt ar or bci..re ihe T I M i r L o ! \ • ' ' , , q a l " " » • « < • »f annual de ,y rental pio-
«eh »nnl,er,,ryJhij Kate j] beinr. eonlinued in force , o [ e 1 , b , V , J « of I h 7 b » . ? 5 t . - . 3 * ' ! " " 1 « ) l n ' » " ° ' > »f »"l """iy-day period r u™, 

. - . t e r . i C o ,^^ 
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I 

6. I t al any lime or times during iNc primary leim operations are conducted on said land and If all operations ant discontinued, ihii lease shall thorp-
afler letminstc on U> anniversary dale next lullowing the nuvtuetti (90th) day after tueh tUsconuftuiAce unfcst on ct btCaro va?t\ srmWeissty date lessee 

• either ( I ) conducts operallonj or (2) con>/ncnce* or resume* the payment or lender of delay rental; provided, however, K wch anniveuary dale Is al Ihe end 
of the primary term, or ir there I i no further anniversary date of the primary term, this lease shall tciminite at the end uf sueh term ot on the ninetieth 
(90th) day after discontinuance of all operations, whichever is the liter date, unlets un itich lg|er dale either (1) lessee l> conducting opuruiloni or (2) ihe 
Shut-in Well provisions or parasjaph 1 or the aiuvisiuni or parafttarVh 11 ate aoollcuble, Whenever used In this lease the witrrt "noermiiuis shall mean operir-
liont for and uiy of the fohowuig: drilling, testing, completing, reworking. riv'Ompteling. deepening, plugging baCk.or repairing of a Well in search rut or in an 
endeavor ro Or/lain production or uil,gasor other of laid minerals, or the production of oil, gas or other u fu id mlocrilt, whether oi not In paying ouiniltiei. , 

I . Lessee lhall have the use, free from royally, of water, oilier lhan from lessor's water wells, and of oil and gas ptoduced from said land In all Crpeiv 
. IIDDI hereunder- Lessee shall h<*= the righl al any lime io remove all machinery and rUiurej placed op said land, Including ihe right lu draw and temovc 
I casing. No well shall nc dulled nearer than 200 feet to the house or burn nuw on said land wild out Ihe consent of the lessor. L'lsee shall pay for danoges 

caused by i l l operations to growing crop] and limber on sard land. 
6. The eights and estate of any patty hereto may be assigned from time lo time in Whole Ol In pan and ai'to any of said minerals oi horiioni. AD of 

the covenants, obligations, and considerations uf this lease shall cxiend lo and be binding upon Hie panics hcre|a.,ihelr heirs, successors, assigns and success* 
ive assigns. Mo change ot division In the nwruishlp Qf said land, luyJlies, delay rental, ut olhet moneys, or any patt thereof, huwtoever effected, shall in* 
crease the obligations or diminish the rights of lessee, including, but not limited to, the location and drilling of wells and ihe measurement of production. 
No [withstanding any other actual or constructive knowledge or notice thereof of or to lessee, its successors or assigns, no change or division in Ihe ownership 
oT said land or of the royalties, delay tenia), or other moneys, or the right to receive Ihe same, howsoever effected, shall be binding upon Ihc then lecord 
owner of this lease unlit thirty (10) days afiet there has been furnished to such tccoid Owner at his 01 its principal place «f business by lessor oi lessor's heirs, 
successors, or assigns, nutisre Of such change or division, supported by either orijpnals or duly certified copies of (the inslrur.teftts which have been properly 
Tiled for record and which evidence such chance or division, and of such court tecoids and proceedings, transcripts, oi other documents as shall be ncceitary 
in the' opinion of such record owner 10 establish the Validity of such change or division. If any such Change in ownership occurs by reason of Ihe death of Ihe 
owner, loisee may. noenhelirss pay or tender such royalties, delay tecttal, Qi other money], or put Iheteor, to the Ciedil of the decedent In the depository 
bank provided for above | n (he event or assignment of this lease « 10 any part (whether divided or undivided) e.f laid land, the deljy rental payable here
under shall be apportionablc as between the several leasehold owners, latably according to the surface area or undivided inleicsis v< each, and default in de
lay rental payment hy one shall not affect the right of olhet leasehold owners hereunder. 

9. In the event lessor considers lhal lessee has not complied with all jit obligations hereunder, bolh express and implied, lessor shall notify lessee In 
. writing,, setting out specifically in whet respeetl lessee has breached this COntracl. Lessee shall ihen have sixty (dp) days after iceeipi of iaid notice within 

which lo meet or commence lo meet all or any pari or the breaches alleged by lessor. The service of said notice shall be precedent to the bringing of any 
action by lessor on said lease for any cause, and no such action shall be brought until ihe lapse of sixty (60) days after service ofsweli notice on lessee, 
Nciiher the service or Said notice nur Ihe doing of any acli by lessee aimed to meet all or any of Ihe alleged krea'chct shall tie deemed an admission or pie-
sumpliun lhal lessee has failed to pcrfoim all its obligations hereunder. I f this leme Is Cancelled for any cause, it shall nevcnrtcleti remain in (slice and 
effect as lo (1) sufficient acreage around each well as lo which there aie operation! io Constitute a drilling or maximum allowabloiinil undei applicable 
governmental regulation! (but in no event lest than forty acres), such setose lu be designated by lessee as nearly aa practicable in the fuim of <t squate cen
tered a| the well, or in luch shape aj ihen existing spacing rules require; and (2) any pari of said land Included in a pooled unit on which there are operations. 
Lesire shl l also have such Casements on said land as are neceisary to operations un the acreage so retained, >' 

10. Lessor hcieby warrants and agree] io defend Villa |p laid land against the claims of all persons whomsoever. Lessors itghls and Interests here-
under shall be. charged primarily with any rponeagei. taxes at Oilier liens. Or interest and other charges on said land, but leilui agrees that lessee shall have the 

- hght at any time to pay or reduce same Tor Kssur, either before or after maturity, and be subrogated tu the tight! uf ihc holder thereof end io deduct 
amounts su paid from royalliei or other pay men la payable Or which may become payable to lessor and/or assigns under this tease. If this lease covers a less 
interest in said minerals, or any of ihcm. in all or any part of said land than the entire and undivided fee simple estate (whether lessor's interest it herein spec
ified or nul). or no interest therein, Dion Ihe revalues."delay rental, and other moneys jCcruing from any pan as to which lliis lease Covets teat lhan such 
full interest, shall be paid Only in the proportion which the interest therein, jf any, covered by this lease, beats lo the whole aid undivided fee simple estate 
therein. All royally interest covered by this lease (whether or nt>t Owned by lessor) thall be paid out of the royalty herein provided. This lease thall be 
binding upon each party who executes It without regard to whether it Is executed by all those named herein as Icuor. 

I I . If. while this lease Is in force, at, or after the expiration of the primary term hereof, i l it not being continued In force by reason of the shut-in well 
provisions of p vagraph J heieof. and lessee is noi conducting operations on said land by reason ef (U any law, urder, rule ut regulation, (wheihel or nut sub-
eequendy determined lu be Invalid) or (2) any other eausc. whether similar or dissimilar, (except financial) beyond the reasonable Cunlrol of lessee, the 
primary teim and the delay rental piovisions hereof shall be extended until Use first anniversary date hereof occurlng ninety (90) or mote days following the 
removal of such delaying Cause, and this lease may be extended thereafter by operations ai If such delay had not, occuricd. 

12. Lessor hereby ex press) y relinquishes dower and releases and waives all rights under and by virtue nf the homesteadLexen 
rnay In any way affect Ihe purpose for which this lease is made, ~ 

t ^ J l i L L 
IN W i m»r5\is executed on /ttii 

\r*W\r»SK< ev 
 » -

e~dple lint ab above Written, 

(t.fifV 

lion laws Insofar as they 

1 / 

STATE OF- New Mexico 

: 

COUNTY OF . 
Eddy 

— ) 
) 

' INDIVIDUAL ACKNOWLEDGMENT 

.i1prin..Ann Tully STPI I 
en4_ 

1, the undersigned, a Notary Public In and for Mid Counly and State, do hereby cerliry thai. 
P M n j j p ^ t g l l f V>tigfi!>nrl . , io me personally known, and known lo me to be the lame penonS^—^.uetcribed In and \yho 

: this day In person and acknowledged to me thai- Ch»y. >wg«n»,i delivered the lams at 

My I 

Ihe foiegoing Iniirumtnl. ajar; 
n^rncTvcuunury act and dc^tLrpUhe ysel, rAwojes and consideration theiein expressed, including Ihe rellntiulshmenl ofdnw^rand horntstegd. 

i5f«n"Vn>vmyhJail̂ >hĵ  dayor_«slyne L.isaL. • p. 

Notary Public in and Tor laid Counly ind Slate, residiirgai 

Carlsbad, New Mexico 

SvSTATE OF Nayr Mexico 

COUNTY O f . Eddy 

INDIVIDUAL ACKNOWLEDGMENT 

SS. 

I , the undersigned, a Nolaty Public In and for said County and Stale, do hereby ceilify lhal, 

*nd_J—..fTT,-̂ . ' „ . ' ' ,„ ' •—L?̂ L. to me petsenally known, and known to me to be the same person 
•ding i i f i r v^ r l ^A^pWvAra - f r ^ i S this day In person and acknowledged to me HS»I he-

.described In and who 

executed and deliveied the same as 
o , u t ) VfSTJ t f* *.*?6fJ!iifiP W a 0 * ' * n d eonsidcralion, iljcrein expressed, including the relinquishment otdowor and home tic ad. 
rnir hand and nfiV-lul J t l this * * J day nf. — * r o " ' 1 Given under my hand rel^Mjjjy^^jgg-

| . r = i ^ v=rrvtuB vriro scasrAir o? CTAT? j 
19. 

Nou!^Fi ibl ic^^d^ci>^i3^o 

Carlsbad. New Mexico 

WI1RN tl Fmortfrs genwu -m. 

. r : • 

: . . < i 
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V STATE OF '__tew Mexico 

COUflTV OF Eddy 

473 

On this 20 day of • May in the year 196] , before me personally 
known to me . ?P pf a r^ - Joanne B. James, a widow Known to i 

to be the person';,,) who is (ax*) described in and who executed the within instrument 
and acknowledged to tna that ̂ _he executed the same. 

NOT*»t h i V C - NEW MEXICO 
nCllXM-i-OUD HUB >»ll l l i fTiHTA'Y Of StATD 

My Cotricrilsiign fcUpircA_»^_!__!zC—C 

STATE OF NPW Mpyirp 

COUNT* OF ' Eddy 

Notary Public 

' On this _ day of JUHP in the year 1981 » before roe personally 
! p ?? a f™ . Mririlip J . B&ll^foni—irly Mar-fl-fo .T r a , i - n ; , known to me 
to be the persontsj who is(are) described In and who executed the within instrument 
and arrknowlRdaAfl tr> me, th^t—i i.n. n-r_go^,.«._x »h° same. 

Hy Coftmi: te^ireyFb^l-HOumo 
Notary Public 

$TATE OF NEW MEXICO, County of Eddy, M. I htrraby cdrtiiy that tiis instrument t»aa filed for record on tha 

^ / drvy t>f ^ C ^ ^ ^ h A. D. 19JUL at ^ / / i A ^ ^ o ' d f y ^ A - M . , «_4 duly recorded 

of the Records of. _—; of mid County. 

. ; .• •'•> .. . VIRGIE COLE, Cftunty Clerk ^ ^ h M ^ . ^ L i k ^ i ^ , . . Dnputy 

• f •••>•: v. .\ v̂ vj> 1 

'• ' ..s.w...-i.'..?; V'. »•- , 

. . . . . * f A i « . „ . . ; 

' ' ^ - A ;» " .- '• 

• •'::^.U ,'-;:::v?.-.'1 . 
. ••• v . . - f / . \ : . ' v - ••• 

, j . - -. *̂ f1. i-v, > 1 1 

* . ' v ^ 

• " . -.V -'r -i ' 

,;..5.Vii^'i'i.." 
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elite. < I) tttnduvil opera,.^ , / . : > ^n^n' n, V c J l ^ , l " f " 1 " «lWW.«.r «J*I« W«« 

^ — '«"" r±::!̂ ^̂ ^ 
I kwe it •'.m.iu.iin,: opcrjii.mi oi (2, ilio 
i«r it»- »..r.l "UJUMUUIW" >hj!| mem upcij. 
i iv lirJU'nR^fa well in-*jit>h lot uf in in 
mcrjK. tthfiht, nr nni in payiny quanlilicr 

tauted hy lit npcraliimt IQ en.ik,nE crop, and Umbel on <a|g Ijntl. »"n«i l inc (.invnl ul Ihe letnu. Lews thai) pay f w d.macei 

A. The richi* and eM-iie of any pany herein may he miencd fn 

323 

b> rental payment h\ une dull n.i| iiffi-ii Hi,' lifhl iif ulher ICaH'hlJil nwncit lifrCvpJ.r. 

In Ihf ftrnl Iriuii t'uniinvrt thaI let** hat hoi •tunplit't) Milh ill lit uhlifaiii 
ttntini.-. vL'llinr twi tpeeilu'all> in what It'tptcit l n « h»» hreafhed Ihit iruntr, 
ninth t.i miwl HI {"Limine i«i mevi all r>i any part nf me hrcuhct alleced I 
a>linn bv le«..r ..n villi lea* f..r ,«> CJ>,«, and „„ „ „ „ „ rf,a|] £ n f n o ^ , un'm Vhflaiw nf^mvVM7daTwfiI ,^™-wV'" 1 

fm.hr, .he. t o t . , nf r h ^ of ^ 1 , . - ^ , ^ ^ u f J E W S J _ M S £ o e c ' ^ 

ill lit iihlirauim> hereunder, hmh e*prc« and implied, lew,, xhJI murfy l e w m 
mirjti l.ftH-e thall then have titty lfcll| djyt alter m.vi,-i| .-rxalJ n.ilKe withm 
ted hy k'tvir. The w « of w J noiiec thall be precrdeni »o Ihf brincm*-f>f any 

f u n V M I S 'than £ « . d nnlt^ihe ™ V.'"! .1f'J>' r l \ ' " ^ h r « » H "<"" »»» P i « S r t ^ ' h , \ leate e. "e t ^ „ t̂ eh 
tun imeret, thall he paid only in Ihe priip.trlmn »hich ihe inicrctt therein, if any. cowered b> thn.lva< Kait Hi ilw tthi.lc jml U M , . I M L ..m.Ti , . , , - i . 
therein. Ml royally micreit cn-cred by ihit lea* r»heihei or n,-l i W b , k \ , ( , , , "hall k p*d M ihc ^ 
hmd.ne ttpm. e,fh parly »ht. c.vccvIV, Il *l,h„ul i e , .„ u „. »heiher ,l It e x i l e d „,';„ , n , « wmei helein jt T " " k " * ,*. !^' ,' , ,• 

„,J ' r "«aC»,'!!h l'if
,!..i!r , B f", ru ^ I : "' , ha' " P , r a " o n n ' lhep..mar>- leim heu-.-f. il i. nnl heme t,«,i. n U . .J ,r. I„„ 

.7 I . ^ . 3 _ . • f " n t " c < > n *" f , ' n F "Peraliont «.n vi.d land hy «f III any hv . ..idei. mlc .-t t 
aenllt deierrninrd In he invjlid) nr r:!l any oihcr ej.iw. »helh»i timilu, n. di^imilir. le^rpl nnanculi hcv-imd Ihe |. 

ice by rcaton of ihe ihu I.in i « l | 
testatum, luhethet Oi nti( lub. 

primary term and ihe delay ren 1,1 p,«W.i™, he.enf OraJl beVaiended unidTneVinT •nmVJiwy^Iie te"^ 
rtmn™l of »eh aVl.ym, e,U^. ]nd ihi. Iea,« may be tended rhenrafrer b7nperaZ, ' J I M ! i S ^ M ^ ^ i * ™ ' " M ^ W f 

prewi 
eoi 

may in any 1 

IN tlTMiSS Villi.HI (>| , ihii mtlromenl if executed nn Ihe due nnl jbiive »n||en.' 

 

 

 

 

i i/wATF-tV WEW MEXICO 

COUNTY OP 

I. Ihe undent/red; a Notary Ihiblie in and for Jala1 County and.SUIr, dn hereby iTHily i h u ; 

•> 
I SS. 

• J 

 /y 

 

 

INUIVint'AL ACKNOWLfilXiMF.NT 

•Tamoc. t inr/ir,^ n a f l ^ ^ 

1MKX. Is me pertnnally knpwn. and Icnintn M me ln.be Ihe «arne pcr«>n u u _de<c;ri l«4 in and -vh" 
cxceuled Ihe fnreent"F Innitinienl, appeared befnre me Ihh day in penon and xl«tn»Irdprd lit me ihil . fc- eNe<me4anil-deli»end ihe-varneat. 

free and voluntary act and deed^frjLlhc um, ptiij 

bj/^o|tH<irl Etpt're9YjVif^|i %, 

fee and tnlunUry act and deed^fnj.lhtr m " < W « l c n a t i d c r a l i i m i Jheiein CXprrwd.imludmc ihr lelinouiOiment of d."«r and humettcad. 
•>IIBltiler'mVl..iiiil jnit , . I T I . - H J » . 1 r Q T * * .vf ^ ? 6 u r » . . . ' t o f O 

• OFFICIALSEAIa ^ - Z -V , 

:.....v y ^ ^ i i i l ^ ,-
Ni'iary Pnbly. lij jnd 1..I uid Ci.uniy J n J Si 4tc. iCMdmp il \ Vj*' y MOT*W rvai!Cf • ' ; / v / rWvco 

Jl lOri lT tCMB f:-ttf w * T < - , E 

J t\y. Ccrai-'tvon C*P !rzi 

?0 

) .ss. 
• I COl'NTY nt--, . . . 

. lh* linderupted, a Nauiy Public in and for VIMI Cwinl) and Stale, dn hrtch) trrril) lhal. 

IMilVIDUAt ACKNOwr.HK-.MENr ^ 

and 

05 

• ' — — • , " m rcr«"nall> known. jnd r.m«n |u me Mi be the ume p » « » n _ _ _ d e s n K d in and »h. 
««CVledlh< rorepiineln»lnirneM.arr»Jrrdberr,remerhitd,> mr"-ftandaelin<.»lfd,Td Si.mcihal. he rtttuled and dvlneied the ume „ 

tret and T«!un|,r» >el and dee.l. f.., rhe y e s r u T . « « and f.«it,drrjli.m Ihere.n r , r i , - ,vd. inelud.hr rhe r.i.n-|t.|xhm.-ni ,.| j . . . , , and h „ m e „ C J J t 
Ctecn undei mv h».rf ^tn,.u „ . t it... v f } 

• ! !;» I, 

My Cammlittort Fxplrev-
N"ijiy Public in and fnriaid ('.kipiy and Stale, midm* al 

WHEN HK OKOHl tU-lU'KN TO; 

tt> 

Tim intltum.'iil u jt filed l.-r ret. rd Ihe . i i y .if 

1 

^ r u ^ . j » / £ . . j i ^ . . \ i . , . A « . . f t : 
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NOV 17 '04' 01 •• 25PM BASS LAND DEPT. 
T.9/1?-

I'ltvdutcia. »WH>*«>17-H.. ' >. , ' 7 V V ^ 

..... OIL AND GAS LEASE 

THIS ACREEMEHT mid* fth™i..^...,8.^..„_^.,,„.r...^ ...dw of. 

....,:.,Char.lesi..L âuthft̂  
between. 

a* I f • » • • a m 

lesspf (whether » M Ot IhOM), Whose addrest I n r , * . J iM. . . RoxJ.lft3....,Ml<I.Uo(lx..Ie;».fts.„...7.WSil...„ : ; 
.na, fle].CQ..Pfi£M1.eiim...CQr.pflr.a.t.lon — -~. .-•. kimo. WITNESSKTHJ. 

' 1 , Lessor. |n consideration of the sum. o f T e n bol la t l (S 10.00) and other (toed i j idv iJwjWe coril ldettuori.reoelpI of * h | t h J ; _ h c ' ° a / a s ^ n 0 * , e ^ e e ^ ; 

epeiaiiOnl In cantering.. Plu iht i Tor, producing, lies ll rip. j i o i i ng and I tan iponlnt laid minerals prodveed horn (he land covered heiisby ot ony other M d 

Idjaceni thereto. The l i nd covered hereby, herein called "said l a n d - . I l located In the Counly or . . . Eddy.„...„: .Slate or. . . 
and Is dcwj ibcd followi: 

NE/4 NE/4 Section 7, Township 23 South, Range 31 East, N.M.P.M. 

(Notwithstanding the provisions in paragraph 3 herein, 1t 1s agreed that where 
the fract ion 1/8th appears within said paragraph 3„ that the same shall for the 
purposes of th is lease be deemed to read l /4th) 

Th l j |etia al ia coven and Include! any land contiguous ta or, adjoining ihe land above dcKtlbed, other than those cgni l l lu l lnt , regular governmental mb-
dhisions, and ( l ) owned or claimed by lessor by l imitation, prescription, poueulon, revelllon Ot Unrecorded. Initrumenl 01 (Ii) at lu which Icuor h i ) a 
preferential sight o f icqui i iUon. For the purpose of dAteimUiin* the amount o f any bonus, delay | t n l i l 01 other payment hereunder. said land shall be 

deemed Is e o r u t n . . 4 0 _ , . „ „ „ A c r e i . whether actually containing more or leu , and Ihe above recital or acreage la any irael shil) be deemed to be the 
t rue ,e re . , * therenr. y . , y y p a ^ p f f . f t W a f r o m R - g Q - R I 

J . Unlets tooner terminated or longer Kept in loree unacr otner p romion i hereoi, Lhiiwasc ihaUrcmun in, 
4m4 .. . - - • „ , . orceund . ... . , __. _. __. 

i t hereinafter called "primary term", and a> I o n ; ihercaftci at opcrai loni, a i hereinafter defined, are conducted upon laid land wi lh no cessation 

circa far i term ov^OCOOl-

for mare than ninely <90) consecutive t j i y i . 

) . A l royal ly. Uuce covenants and agree,: (•) To deliver lo die credit o f le i io i In the plpo line lo which lesios may connect I n wel l i , the e6,uil one,, 
eighth p u t or i l l nil produced and w e d by leiiee fronfsald land, or from time i n lime, al l h * option or Jcme, 10 pay Icuor Ihe avenge posted maikei prlc« 
o fsuch o n e t i i M h part o f such oi l at the wel l i a i o f the day Ir is run tg the pipe line or jtnr-igc tanks, Ic i tor ' i in lerei i , lo either cue . to bej t one-eijthth of 
Ihe co i l o f treating oil lo render It marketable pipe line o i l ; (b) To pay lenor on gal ami casinghead gal pioduced f iom laid land 115 when sold by lessee,, onc-
eighth of the amount realized by leaser, computed al Ihe mouth of the Well, or (2> when uicd by leuee o f f said land or In the manufacture of pro l ine or 
other product!, the market value, n ihe mouth o f Ihc well, or onc-eiphih o f such gai and ci i inthead g is- . lc jTo pay lessor on all uther u f ia id minerals p | c 
dt ictd and marketed et u luhed by Ic iM* from said one-linlVi either In V'mil or the market value thereof at the well, al lessee*! election. I f . at thectp i ra . 
lion of the primary term or at any lime or l lmei thereafter, there i i any well on laid l i nd or on land] with which laid land 01 any portion t l iercorhai been 
pooled. Capable of produeln; e j l or / > i , and all iuch well i are ihut- in. this ieaw lhal l . nevcrthelcu. conllnue in force n Ihoufch oner j i iont were belli|i conduc* 
led on laid land Tor 10 long a l la id well i arc vhut-in. and theteidel thit t e w may be continued in force 3 4 U no jhut.'tn h j 4 txevl i rc i . l e t s * covenaftli and 
agree* lo ute Kaionable d'lltcnce M produce, u i i l i ie . Or market u i d mineral, eapible o f being produced f ium laid wel l i . but jn the cacieitc of iuch dilieenec, 
leiiee lhall no i be obligated to i n i l i i l Or furnish lacililiCi other than well lac i l i t i t l and ordinary Icaie faci l i l ic i o,f l luw I inei, leparator, and lease l i nk , and 
ihal l not be required la ie|l!e labor trouble or lo market fa t upon lermi unacceptable lo lessee. H, al any time or timet aftet the exp lw i t i n of »he pitrnaiy 
lerm. i l l iuch wel l i arc i l t uHn for a Period n f n in»e rQnt y r , n t f n . i ~ . fty^ jprf <i..rln- inch l imrrrmriTrP- wt^)Tf fTrahi -unmiu l ino, ' "en at or oclure 

' c ip i r i l i o r l <rl ialo ntncly-diy period, leivee th i l l pay or lender, by check nr draft uf lessee, i t r o y m y . a aum etiuji 10 the amuuni o f j n n u d delay rental pro
vided for tn i h i l l e i K . Le>Ke ihall make Tike payment* ur lertdcn at or before ihc end ureach an»i»er»ary or the expiration uf » i d ninety-day period i f upon 
ivch annlverury ih l i lei.«c I i bein|t cunt inuid in force lolely by rcaton of the pruvl i ioni of this parae/aph. Each ;uch payment or tender thai! be ini.de lo the 
parl ici who at the time c f payment would be entitled to receive the royiltiea which would be paid under Um leate If ||ie »e|h were producing, and may be 
deposited i n ihe depoiitory bank piuvjded for bolov-. No lh in j herein i h i l l impair lenee'i right to release as provided in paragraph 3 hereof. In wen i of 
au'gnmem of ih i t leaic In whole or in part. liability fui payment hereunder shall m \ e.\eluii>riy on the ihen owner 01 ownen of l int lease, severally aa to 
acreage owned by each. 

4 . Lessee h hereby granted the right, »l I n option, I D pool or unlt l ie any land covered by this lease with any ether l i nd coveied by lids lease, jnd/or 
v t t h any othef land, l ean , or leaiei, as to any or i l l o f said miner i l l or hor l td f t i , 10 al 10 eitsbl l ih Unil i conlainln| nu | more lhan 60 (Uffai.-c icrct , p lui 
\ 6% aereagn tolerance: p /6v i ied. h o w c t r , t in i i i may be embl i jhed n to any One or more h o i i i o M . or u i i i i i ng .vn l l i may be cntitged ai 10 any one 01 more 
horbon i , 10 aa 10 contain not mom I f l in 640 lurr ice I C K I pint 109 acreage tolerance, i f l imited to one or more or ihe following: ( I ) gas, Other t lun casing, 
held Ms, 11) l iquid hydrocarbon! (conde^i i te) which are not l iqu id i In the wbui i face rciesvoir, ( } ) miner i l l pioduced from w tU i elasaried a i gal well) by 
Ihe conservation agency havjnk ierisdicl ion, I f lareei bn iu than any o f Ihoic herein permit led. either at the lime eilablithed, or after Cnlaigemenl, are re. 
rtulred under any governmental nilc or Order, for Ihe drilling or Operation or a well al a regular location, or for obl i ining maximum allowable from any w d l 
to be drlirted. dri l l ing, or already dril led, any juch unit may be eilablithed Or enlarged to conform 10 the site Kqul icd by iuch governmental order Ol rule. 
Lessee i h i l l exercise J i iJ option at IO each deiired unit by ekceutlng an in tuumenl Identifying tueh Unit and niing U for record in Ihe pubhe office in which 
th l i lease is i tco ided. Each of u i d opt ioni may be exercised by lessee al any lime and from lime (0 time While th i i leue I i in force, and whether before Or 
f f u r production f i n been eilablithed either on laid l i nd . 01 un the port ion of u i d land included in ihe unit, or on Other land unl t lwd therewith. A unit 
tv l iWshed rtenwiiLif shall be valid and effective for all purposei of this lease even though Oleic may be mineral, loyal ty , or leawhold lAICrt ib in land! 
within Ihe unit which are not effectively pooled Or unitized. Any Operations conducted on any part of such Unitized land th i l l be considered far all purposes, 
except the payment o f royalty, operations conducted Upon u i d land under i h i l lease. There shall be a l i o " led 10 the land covered by Ih i l lease within each 
such unit that pioportsop of. ihe total production of Untitled minerals f rom the un i t , after deducting any used in lease 01 unit opciauuM, which the numbet 
o f surface acres In such land covered by. this seats within Ihe uni l bean lo die to t i l number of surface acres in the uni t , and the production 10 allocated 
•hall be considered for all purpose*, includina payment or delivery of royalty, overriding royalty and any other payments out of production, l obe the entire 
piodvtetioB or vn i tued mineral, f iom the l w i j 10 which allocated I i i the same manner ai though pioduced iherofiom under Ihe leims of this lease. The owner 
of the reversionary estate of any term loyalty or mineral r j t i l e agrees thai the accrual of royalties pursuant 10 ih i i paragraph or of shut-in royalties f ioit i 0 ; 

wet) on the uni l shall satisfy any limitation o f term inquiring production or o i l or gai. The formation o f any unit hereunder shall riot have the effect o f e y 
chsnp i i j or transferring any lAlereil under th i i I H M between partlei. Neither i h i l l i t Impair the right of leiiee 10 release as provided in paragraph S hereof, 
except lhal lessee may not SO release as lo l»ndl within a unit while there arc operation! Iheiebn for unitized mlr t t r i l t unless all pooled leases are released a l 
|o lands within the un i l , A l Mty lime While Ih i l lease Is In force lessee may dissolve any unit established hereunder by til ing Tor record in Ihe public office -
where O i l lease is nscoided 1 declaration to thai effect. I f i t that time no operations are betnt, conducted (hereon fo i ucutUed mlnttal t . Subject lo the oris, 
viilont. o f th l i paragraph * , i unit onee citapli ifted hereunder shall remain la force 10 long 11 any lease subject thereto shall remain in foice. It' ih i t lease now 
or hcreafrir coven acparile tract!, no pooling or tinit i l i t lOrt or royally Interests u between any such Separate UlL't! is Intended or lhall be implied or le i i l l l 
p i ' r t l y f i om the inclusion o r such separate m e t i wi thin th i i lease but lexsee (h i l l nevenhcleu have the right Us pool 01 l>nllit< as provided,In Ih i l pu igr i iph 
4 w i lh consequent alloesliort o f production aj herein provided. As Used In this paragraph 4 . Ihe t ra id i "separate ; l iael"nte jn any tract wi th royally owner
ship differt/iy. now or hepcafier. cither a i to parties or amouni l , f tom lhal a i to any Other part o f the leased prCmisei. 

S. I f open l lon j i re no i Conducied on said land on Or before the first anniversary d i l e hereof, th i i lease shall terminate as to both pari Us. unless 

| * n M OA or befary i t i d dale jshsl l . juUecl | » the ruither provi i toni hereof, pay 01 t ^ j j ft'fef' "T t f t le f S " ' * V ^ V l l A t " " " ~ " 
| i \ 9 j .? .0 .T - . . ( f?_ . '? .V .? . i ,SanK a t . . . . - - . . I , - J . ? J S . l o ' '•»« lucceisoi i , 

which lhaU continue su the depository, rvgardlcsa o f change, tn ewnciship o f delay rental, coyaltici. or other money 1. the lurft o f J .. .40..D.0.... 
which t h i l l operate oa delay renial and cover Ihe privilege o f deferring operations far one year from u i d date. In like manner and upon like paymcdll or 
tender), operation) may be further deferred for like periods o f one year each during the primary term. IT i t any lime thai leuee pays or lenders delay 
rental, royalties, or other money s. two or mom pt r l ie i are. or claim io be, t n l i i k d io receive same, lessee m i y . In lieu or any other method u f payment 
herein provided, pay or tender iuch rental, royalties, or Qth'r moneys, in Ihe manner herein specified, ei lhci join' l ly lo iuch pai l iei or sepaialety to each In 
accordance w i lh Ihelr respective ownerships thereof, as lessee may elect. Any payment hereunder may be made by check 01 d r i f t of lessee deposited in the 
mail or delivered lo leuer or 10 Ihe depository bank t n or before ihe la i l dale for payment. Said delay rental sl i i j l be apporiiorubie as 10 raid land on an 
tcreigo bails, and a failure ta mike propel payment or lender of delay sefttal aa to any portion Of u i d land or 41 lo any inleicst therein lhal l not affect 
(Mi leue as to any portion o f » i d land or as 10 any Interest therein u lo wnteh proper payment or lender i i midc, Any payment or tender which i i nude 
in an sttempt 10 make proper payment, but which i l erroneous in whole Of In part as to p i r t i e i , amounts, Or depository, lhall ncveilhelesi be Ji'ff iclcnl to 
pre rent termination o f this lea.* and to extend the time within which opent ieru mar be conducted in the ume rninswi ax ihou&tt a piopei payment had 
seen made: provided, however, leiiee i h i l l comet such error within thirty (30) dayt after lessee hai received wi i l ten notice thereof frum lessor. | r the de
poii tory bank should refuse l a accept any rental tendered hereunder, Ihc tender nevertheless shall be fully effective and lessee shall have no Obligation lo 
mike any further lander or payment in connection therewith, unt i l after leisoi shall hive furnished lessee w i th an inurnment lai i i facloty to leivje (turning 
another bank 1 , i f en t to receive such psymenl. Leuee may at any tune and from lime lo lime execute and deliver 10 lenor Or Tile fur teCoid a lelesse ot 
release! of Ih l i lease i t to any p u t or all of laid land or of any mineral or horizon thereunder, and (hereby be relieved of all obligation* as to the released 
acreage or Interest. I f Ibis lease I i 10 released «s lo all o f said minerals and hOl l lom undei a portion o f t J d land, .the delar rental and other payment! CQm. 

J' mied la accordance there with lhall thereupuA be tCduCed io lite propoit ion that the acreage released beats 10 the acicage which wai covered by Ihit lease 
rnmediilcly prior lo loch ic lene. 

5 '• 

• y £ \ t - r f r * / ' ' r \ , * M r Z i ' n ' m

l i t r t ^ ^ ^ V w > y r . ^ ' r f f f « . i r y , ^ ^ ^ 
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149 
(. If i l any time ot timet during iha piimaiy terns opcrationi ate conducted on uid land m i If all epertunns aie rjivonlinued. thii lease ihill there, 

after terminate on ill annrver.ury dji^nctt I olio "ins; Ihe ninetieth (90lh> day attir such Oiieoriunuance unless on ot before luch anniveiiary dale leuee 
either (I) conducts operations or (2) commences or resume* ihe payment or tender of delay rental: provided, however. If iuch arinivenary tlateli >l the end 
ol' Ihe primary term, or if [Mete Is no farther anniversary dale of the primacy term, thit lease 'ihill leiminaie at the end of iuch «t«\ ot q<\ the: ninetieth 
(9D>h) day alter discontinuance of all operations, whichever la the later date, unlcu on luch liter dale cither (I) lessee b conducting operations or (2) it*, 
ihul-ln well provisions of paragraph 3 or the provisions of paragraph 11 are applicable. Whenever used in this lentc Ihc wnrrl 'nocrallnnt shall mean Opera
tion! for and any or the following! drilling, testing, completing, reworking, recomplcling, deepening, plugging back or repairing or a well in search for or in an 
endeavor lo obtain production Of oil. p i or other of said minerals, or Ihe production of oil. gii or otfier of said minerals, whether ot noi in paying mjanlilies. 

7. Lessee shall have the vtt, free fiom royalty, of water, other lhan from Icuor'J water wells, and of oil and gas'produeed franvsald land in all opera
tions hereunder, leiiee shall have the right al any lime to remove all machinery and fixtures placed on said land. Including the light lo draw and remove ' 
easing. No tell lhaU be drilled nearer than 200 feel 10 the house or barn now on said land without Ihe consent of the Icuor. Lessee shall pay for damage! 
caused1 by Irs operations to {rowing crops and limber on uid land. 

8. The right) and estate of any party horclo may be assigned from time lo time In whole or In pari and a) lo any of uid mincraji or horiioni. All of 
the covenants, obligation, and considerations of this lease shall extend to and be binding upon the partita hereto, their heirs, sueccirou. aniens and success
ive alliens. No change or divhion in Ihe ownership of laid land, royalties, delay rental, or other rwncyi, or any pan thereof, howsoever ciiCcletl. Jhatfln. 
Create Ihe nblleauofll or diminish Ihe ligJsit of ICHCC, including, but not limited In, the location and drilling of welts and Ihe measurement of production. 
Notwithstanding my other actual or constructive knowledge or notice thereof of Or ro lessee. Ils'iucceilori or auignsrno Change ar division in the ««neiship 
of Slid land or of the royalties, delay ten 111. or other moneys, or the righl 10 receive ihe same, howsoever effected, ihall be binding upon the Ihen record 
owner nf thit It isc until thirty 00) days sficr there hat been furnished to such record o^ner at his or its principal place of business by 1'isor or lessor's heirj, 
successors, or ijiigns, notice of tueh ehinps ar division, supported by cither originals or duly ecrlilled copies of the Instrument] which ha»c been properly 
Tiled for record and which evidence iuch chants 01 division, and ofsuCticpt.it scepidt and proceedings, liinwrlpl), or plherdocuments al Shalt be necessary 
In Ihe opinion of inch record owner to establish thevalidiiy of inch change ot division- If any such change in ownership occurs by reason pf ihe deuh of the 
ownei, lessee may. nevertheless pay or tender such reyalliep, delay ronul, or other moneys, or pari thereof, to the credit of the decedent in the depository 
b*rtk provided for above- In rhe event of assignment of this lease u 16 any part (whether divided or undivided) of said land, the delay rental payable hire-
under stall be appottionablc as between the several leasehold owners, ratably according to ihe iturace art* ol undivided Interests of each, and default in de
lay rental pay men l by one shall not affect Ihc tight or other leasehold owncu hereunder. 

9. la Ihe event lessor considers (hat leuee has not complied with all in obligations hereunder, bath express and Implied, lessor shall notify leuee in 
Writing, jetting out apeeifVcally in what respects lessee has breached Dili contract. Lessee ihill then have siaty (40) day' after receipt ofsajd notice wilh in 
wjtich lo meet or Commence to meet all 01 any part pf the breachei alleged by lcsso'. The service pf laid notice iftall be precedent to Ihe bringing of any' 
action by letter on laid lease for any Cause, tnd r>0 such action lhaU be brought vnlil the lapie or sixty (it)) days alter service of such notice on leuee 
Neil her ihe service of said notice nor the doint, of any act! by lessee limed lo meet all or in> of the alleged breachei shall be deemed in admission or pre 
lumpiion that lessee lias failed to perform lulls obligations hereunder. If this, lease (s cancelled for any Cause, II ihall nevertheless remain In force and 
effect ai to (I) sufficient acreage- around each well u te> which there are operation.* lo constitute a drilling ot maximum allowable unit undei applicable 
governmental regulation! |bu| In no evens less than forty acres).Such acreage is be designated by leuee ai nearly ai practicable In the form of »iquitc cen
tered at the well, or in tuchihape as then existing spacing rulei require; and (2) any part or said land Included in a pooled Unit on which there are operations. 
Lessee ihall also have such ease menu on said land aa are necessary 10 operations On the acreage so retained. . _ f 

10. Lenor hereby warrants and agrees 10 defend lille Io laid land acainjl the claims of all persons whomiocvei..Lessor'] righu and Inlereili here-? 
under shall be charged primarily wilh any mortgages, raxes or other liens, or Interest and other charges on said land, but lessor agrees lhal lessee shall hive ibe 
riihl at any lime' to pay or reduce umr for leuer. either before or after maturity, and be lubiogaled 10 IhO rights or Ihe holder thereof and lo deduct 
imounu io paid from royalties or other payment! payable or which may become payable to knot and/or anigni under this lease. If this lease coven • Uu 
interest In taid minerals, or any of them, in all Or any Bart of laid land than the emirs and Undivided fee simple estate (whclhei lealor'i Interest Is herein spec
ified or not), or no Interest therein, ihen the! royalties, delay rental, and other moneys accruing from any pan is to which thit [ « » covets leu thin such 
full InterciL shall be paid only in Die proportion which the interest therein, if any, covered by Ihis leue, bean to the whole and undivided fee simple estate 
therein. All royalty interest covered by Ihis lease (whether or not owned by lessor) shall be paid out of the royalty herein provided. This leue ihall be 
binding upon each parly who eaecuiei it without' icgard 10 whether il 11 executed by all (hose named herein ai lessor. 

11. ir, while thii lease is in force, al, of after the expiration of the primary term hereof, it 11 noi being continued in forte by rcuon of the shut-in well 
provision! of paragraph J hereof, andicjjce is not conducting operations on laid land by reason of (1) »ny law, order, ruin oi leeulilton, (whether or not tub-
Kqucnlly determined to be Invalid) or (2) any other cause, whether similar or dlsiimilar, (otccpt financial) beyond ibe reasonable control of lessee, the 
primary term and the delay lenlal provisions hereof stiill be extended until the first anniversary dale hereof occuring ninety (90) or more days following the 
removal of iuch delaying Cause, and 1h» lease may be extended thereafter by operations ai if such delay had not occurred. 

Jesses and waives ill righu under and by virtue orthe-homei'.e.d exemption Uws Insofu at they 
de. 

12. Leivai hereby expressly triinqulahea dower a 
may In any wiy affect ihe purpose for which Ihli leue J 

VjTNESS WHEHERF. ihflnittiimenl < «MV|TNESJ led on the dale flnl above written. 

.
 

. 
 

'-'  
i r - 5 ' .-v.SF .: 

Hi

 

,&P ?'   . 

INDIVIDUAL ACXNOWLEIXSMENT 

SS. 
C Q V H T Y O F _ M i t i l a n d — . , 

I . the undersigned,, a Noiaiy Public In and for said Counly uid Stale.do hereby cetllfy that . C h a r \ f i \ I 
T^nnra \ . 5fillt|ii».ir<i to mi penorully known, and Vnown to mt to bo ihe tame person ..described In and who 

executed *nd delivered the urne n eieeuted ihe foregoing Instrument, appened before me Ihil day tn pefwn and acknowledged to mi that 
t h r j l ' r fr" and yoluiiuiy act and deed, for the ujei, purpoiei andt^tldeiallon therein expresaed;Inclviding * « Kllnraulihnttnlof dow»i ant) homenexJ, 

Given under my hand and ofriclal s«il thli I Q . t h ., • day of, . .Jul.V 

My Commlulon Explrei: v y — ^ NouiydSgbtic lnand^rsalctr^inty indo le , resyitng «r 

STATE OF_ 

COUNTY O F . 

INDIVIDUAL ACKNOWLEDGEEtW 

55. 

and. 

I , Ihe undeulgncd. a Notary Public In and for laid County and Sul«, do hereby certify , 
i to mo personally known, and knuwn la me lo bo Ihe lame penon^_dextlbcd in and, who 

executed laScr foregoing insintmerii, appeared before me thli day In person and acknowledged lo me 'h»i >>A' «ieeineii and delivered the same as 
tf-*nd volunlaiy act and deed, for IH« uaei,.eurpojci and couldcrsilon therein expressed, Including ihe reiinqutament of downr and homeiieid. 

Clven undei my hand and official seal this • day of. - ,19__^. 

•Mi 

My CommJuJon E«pi"><. Notary Public In and-for uid County and State', reiMipg it 

WHEN RECORDED RETURN TO; 

\ \ \ 
> ».f^ , ,v 

I Thii Inilruitwni w»i filed for rtctird on the .. /v* .,, dsyof 

and duly recorded In Hus-fr f ^r* / » / P ' *i 
/ire^Cfl/>HtrVf^^ record! of ibis office. 

County-r *£s)dj£ - «.uof TQul. r^r^giV^^' ̂  
Couniyr̂ arkŷ  

„* .:<>' <•• . 

* ; / . * . . t • , 

- l ' iV. i-t • •' 
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>Pa|d UP U OIL AND <3AS LEASE 0 
i 

THIS AGREEMENT, made and entered ini<i ihi« ' 2 7 <tav n f J a n U d T V 1 0 , 8 3 BY AND BETWEEN 

J- C. Mil ls "and wife, Frances Juanita Mil ls 

leasor (whether one or more), whose eddrcsj !»• A b e m a ^ h y . T f i X f l S 7 9 3 1 1 J 

, s a n o Belco Petroleum Corporation 

Midland, Texas -79701 
lessee whose address k:. 4 1 1 P p t . r n l ranm Rl l j 1 Hf' n j 

I. WITNESSETH: 
Lessor, in consideration of rhe sum of Ten Dollars (J 10,00) and other good and valuable consideration, receiptor which is herebv acknowledged, and of ihe covenants and agreements^ I ft 

Of lessee hereinafter contained, dues hereby grant, lease and lei unto leasee the land covered hereby for ihe purpose* and wiih ihe exclusive right of exploring, drilling, mining and o p c n u i n P ^ T 
for. producing and Owning oil and gas, including casinghead gas. easinghead gasoline, condensate and all related hydrocarbons, and including all oihcr products produced therewith hereinafter «J CM 
referred to collectively as "said minerals''^ together wiih the right to make surveys on said 1 1 Jjjjjiiin linn imlillil J niilin farrrtiiun fiiiji-rfnrii v nr.- if liii.'m n nfj Hi • i I 
construct roads mi 1 lidgn. dig .i.iiraie^rjsM^.^yi^nin H n |i f • m limn • gliiuu-lii'ift'l nnd other structures on said land, necessary or useful in lessee's openti'ronj in exploring •jEffi SJIIJ. iisstiuhi IIL I , . , _, _, , . „ . 
drilling for, producing, treating, storing and transporting said minerals produced from die land covered hereby or any other land adjacent thereto.'The'land'covered"hereby, herein colled ' 

land", is located In the County nf Edd .V 

'said' 

Stale o f_ New Mpxicn. , add is described si follows: 

NE/4 NE/4 Section 7, T23S, R31E 

(Notwithstanding the provisions in paragraph 3 herein,' i t is agreed that where the 
fraction appears within said paragraph 3, that the same shall for the purposes of 
th is lease be deemed to read 3/16ths.) 

i 

This lease also covers and includes any land contiguous to or adjoining the land above described, other than these constituting regular governmental subdivisions, and (a) owned or claimed 
by leasor by limitation, prescription, possession, reversion or unrecorded instrunient or (b) is id which lessor has & preferential, right of acquisition or (e) all riparian rights and land acquired 
or affected by avulsion, relictions and accretion adjoining and adjacent to any streams, riven, creeks or bodies of water and rights which ore, or may be incident (hereto and/or & part thereof, 
together with all the interest id the Oil and C n Minerals underlying the bed of any stream, river, creek or body of water. For the purpose of determining the amount of any bonus or other payment 

hereunder, said land shall be deemed lo iy>nnin 40, Whether actually containing more or lest, and Ihe above recital of acreage in any \uQ^S~~^-
shall be deemed to be the true acreage thereof. O n e ( I ) J C M 

2. Unless sponcr terminated or longer kept in force under other provisions hereor. this lease shall remain in force for a term of KfXOCOl yearX from the date hereof, hereinafter c M e d f S t f L 
"primary term," and as long thereafter as operations;, as hereinafter denned, are conducted upon said land with no cessation for more than ninety (90) consecutive days. r u M 

3, As royalty, lessee covenant* and agrees: (a) to deliver to ihe credir of lessor in the pipe line lo which lessee may connect its wells, the equal one-eighth pan of all oil produced and 
saved by lessee from said land, or from tinte to time, ai the option of lessee, lo pay lessor the amount realized by leasee of such one-eighth pan of such oil at die wells as of the day it is 
run to die pipe line or norage tanks; (b) To pay lessor on gas and casinghead gas produced from said land (1) when sold by 'lessee, one-eighth of the amount realized by lessee, computed 
at the mouth of the well, or (2) when used by lessee on' Said land or in the manufacture of gasoline or Other products. Ihe market value, at the mouih of ihe well, of one-eighth of such giu. 
and casinghead gas: (c) Ta pay lessor on pil other said minerals produced and marketed cr utilized by lessee from said land, one-tenth either in kind or the market value thereof at the well, 
at lessee's election, Lessor's interest to bear one-eighth or any and al) costs incurred In the dehydrating, treating, transporting, boos ling, compressing or otherwise processing such oil, gas %<t 
and other hydrocarbons in order lo make the same marketable. If, al the expiration of the primary je jm or at any time or times thereafter, there is any well on said land or nnjanrts with * " 
which sard land or any coition thereof has been pooled, cupableof producing od or gas. and ell such wells are shunfiTTbinQJeTTlIIl]" nenrer^eleisTwnfinue in forte'as though onera'iions* , 

- - ^ r t f r T r a n g ^ n d u ^ ^ haTcScTlrTeorTrsSw MveranTs~aii3' agrees"useT* | 
reasonable diligence lo produce, utilize, or market said minerals capable of being produced from said wells, but in.the exercise of such' diligeiulrTrteBHTshsil not be obligated to install or r y \ 
furnish facilities other (rum well facilities and ordinary lease facilities of flow lines, separator, and lease tank, and shall not be required to settle'labor trouble or to market gas upon terms 
unacceptable to lessee. If, at any time or times after the expiration of the primary term, all such wells ore shut-in for a period of ninety (90) consecutive days, and during such time there 
are nn operations on said land, then at pr before the expiration of said.^neny.^a>jetnod. lessee shall pay or lender, by check or draft of lessee, as royalty, a sum equal to one dollar (SI .00) \ 

J S £ ^ ^ ^ S i e ^ £ i l i l i S ^ J j ^ ^ ^ r " i hereby. Lessee shall make like payments or tenders ator'before the end of each anniversary of the expiration of said ninety-doy period if upon such anniversary' T T \ 
thit lease b being amuojSTin force sol£iy by reason of the-provisions of this paragraph. Each such payment or lender shall! be nude to the ponies who at ihc lime of payment would be 

enlilled to receive royalties which would be paid under this lease if the wells were producing, and may be deposited in dv. F i r c ; t ; r \ | a t l * n n d l B a n k . 

Bank at _ Box 1241. Lubbock. Tpxas 7q4ns 
or its successors, which shall continue as the depositories, regardless of changes in the ownership of shut-la royalty. If at any time thoi lessee pays or tenders) shut-in royalty, two or more 
parlies are. or claim to be. entitled to receive same, lessee may, in lieu of any other method of payment herein provided, pay'or tender iuch shut-in royalty, in the manner above specified, 
either jointly to such parties OT separately to each in accordance with their respective ownerships thereof, as lessee may elect. Any payment hereunder may be made by check or draft of lessee 
deposited in Ihc mail or delivered to the party entitled to receive payment or to a depository bank provided for above On or before the last date for payment. Nothing herein shnll impair leasee's 
right to release as provided in paragraph 5 hereof. In the event of assignment of this lease in whole or in p in . liability for payment hereunder shall rest exclusively on ihe then owner or 
owners of this lease, severally as lo acreage owned by each. , , 

4. Lessee, at its option, is hereby given the right and power at any lime and from time to u'mc as a recurring right, either before or after production, as to all or any pan of the land 
described herein and as 10 any one or more of Ihe formations hereunder, lo poo] or unitize the leasehold estate and the mineral estate covered by this lease with other land, lease or leases 
in the Immediate vicinity for the production of oil and gas. or separately for the production of cither, when in Lessee's judgment it is necessary or advisable lo do so, and irrespective of whether 
authority similar to this exists with respect io such other land, lease or leases and from lime to time io modify, amend or terminate such pooling or unitization. Likewise, units previously 
formed to include formations not producing oil or gas, may be reformed to exclude such non-producing formations. The forming or reforming of any unit shall be accomplished by Leuee 
executing and riling uf record a declaration or such unitization or reformation, which decloratioa shall describe the unil. Any unit may include land upon which a well has theretofore been 
completed or upon which operations for drilling have theretofore been commenced. Production, drilling or reworking Q^faliililljSr^a^eJU.hjJlJnJ'pr want a. market anywhere on s unit 
which includes all or a pun of ihit lease shall be treated as i f it were production, drilling or reworking bpcrifions or o well shut in for want of a market under this lease. In lieu^Tfte'l^aliies''' 
«l>ewherc herein specified inching sliuji^i^a^oyalues. Lessor shall receive on production from the unil so pooled royalties only on the portion of such production allocated to this lease; 
iuch allocation shall be that pofTirin ulDie unit prorJucluiii that the total number of surface acres covered by this lease and included in the unit bears lo the total number of surface acres in 
iuch unit. In addition to the foregoing. Lessee shall have die recurring righl lo unitize, pool, or combine all or any pan of the above described lands as to one or more of the formations 
thereunder with other lands, in the same general area by entering into a cooperative or unit plan of development or operation approved by any governmental authority and, from lime to time, 
with like approval, to modify, amend or terminate any such plan or agreement and, in such eveni, the terms, condition! and provisions or this lease shall be deemed modified io conform 
ui the terms, conditions, and provisions of such approved cooperative or unit plan of development or operation and. particularly, all drilling and development requirement* nf this lease, express 
or implied, ihall be Satisfied by compliance with Ihe drilling and development requirements of such, plan pr agreement, and ihis lease shell not terminate or expire during the life of Such plan 
«t agreement. In die event that said above described lands or any pnn thereof, shall hereafter be operated under any such cooperative or unit plan of development or operation whereby the 
production therefrom is allocated to different portions of the land Covered by said plan, then Ihe production allocated to any particular tract of land shall, for the purpose of computing the 
myaltiet in be paid hereunder to Lessor, be regarded as having been produced from the particular tract of land to which it is allocated and not to any other tract of land: and the myilry payments 
in he made hereunder tn lessor shall be based upon production only as so allocated. Lessee's righl to enier into any cooperative or unil plan of development or operation, shall be accomplished 
by lessee'* txeuuiinn of any document expressing Lessee's consent to any unit agreement and by filing such consent in the records of the County in which the lands described in this lease 
are. located; Lessee's execution of such consent shall be binding as to both Lessor and Leasee and their respective interests. ' 

5. l-e.sec may ut any lime and from lime to time execute and deliver to lessor or file for record a release or releases of, this lease as to any pan or all of said land or of any mineral 
ur tmrif.im thereunder, and thereby be relieved of ail obligations as lo the released acreage or interest. 

6. ir «i any time ur limes during ihe primary term operatidiu are conducted on said land and if all operations are discontinued, this lease ihall thereafter terminate on its anniversary 
date ncii fiillnwing ihe ninetieth (90ih) day after such discontinuance unless on or before such anniversary date lessee either (I) conducts operations or (2) commences or resumes the payment 
•ic tender or delay rental; provided, however, if such anniversary date is At the cod of the primary term, or ir there is no further anniversary date of the primary term, this lease shall terminate 
at the end {if.MicA term or on I!M ninetieth. (90th) day afte^disconlintunce of all operations, whichever is use tainr dale, unless on such later date either (I) le*«ee is conducting operations 
iir'f27'ine'»hut-in'wc)l priMsi'tSns of paragraph 3 or the provisi&~r>Titfpa'ri|'r»ph 11 are applicable, Whenever used in this lease the word "operations ' shall mean operations for and any of 
the fciltuwinK: drilling, testing, completing, reworking, recomplcling. deepening, plugging back or repairing of a well in search for or in an endeavor to obtain production of oil, gas or other 
.surd minerals, or the production of oil, gas or other said minerals, whether or not in paying quantities. 
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: Located on said land 
she r - L ' " T " f " I^V=rrfnw'"!„ r f e e i r 0 i n T2"i> W " C , ' ' • ' ° m W " " " e l " - W , d o f n i l " * P"*""" i " *» hereunder. Lessee thall r*ve ihe righl a| any lime tn remove all machinery and fixture* placed nn said and, ncludina ihc riehi m draw and KI i i /L . . . i . . •„ \T ' w»»ee .wan nave 
barn now on said land without , h e co,«cn, I the Icsnr. Lessee sha.l pay for'damages" causedby Us ^ ^ ^ ^ ^ ^ ^ 1 ^ ^ " " " " j f ^ " " 

8. The rights and estate of any party herein may be assigned from lime to lime in whole or in part and is to »nv or said mincmit k „,: ,„„ r .,, „ r , k . , " „ ... . 
considera,!,™ of l h . lea* shall e.iend ,o m, ta binding upo/dse parties hereto, iheir heirs, successor? assigns nnd s ^ . V ^ • 
royolues or other moneys, or any pan rhereof. howsoever ciTeered. shall increase ihe obligations or dimlniuh die rishts of lessee inclJlin* hu? nnr limES *! £ iZ J l P ; 
wcl.3 and die measurement of produeilon. Nolwi^anding any otncr actual or conceive Knowledge or notice t h t e o ^ ^ ^ £ 
Ihe ownership of said land or of die royalties Or other moneys, or the right to receive Ihe saine, howsoever efreeied. shall be binding upon die then record̂  owner^f ihL L ^ nl^ ' fT 
(30, days after has >*» * - h record owner a, his or its principal place of business by .essor or lessor's hetr.* ueetsT or 
by either originals or duly cemfied copies of the instruments which have been properly filed for record and which evidence such'change or division, and or such court records and woceedinas 
"? ' i f T u T r " ^ ' d 0 C u T a» s W I * n e « " » » » ^ tP*™ " f 5 u e h ««»•» o-ncr lo establish Ihe validity of such change or division. If any such change in ownership occun by reason 
or the dcathjpf (he owner, lessee may. nevertheless pay or lender such royalties or other moneys, or par, (hereof, to the credit of the rkseendent in a depository bank provided foi- above 

9. In Ihe event lessor considers thai lessee has noi complied wilh all its obligations hereunder, bout express and implied, lessor shall noUfy lessee in writing, setting out s^ejfically in 
what respects lessee has breached this contract. Lessee shad then have sixty (60, days after receipt of said notice within which lo meet or cxsmificnee to meet t i l * any L „ oi^breaches 
alleged by lessor. The service of sa.d nonce shall be precedent io the bringing of any action by lessor on said lease for any cause, and no such action shall be brought until the lapse of sixty 
60) days after scrv.ee of such nonce on lessee. Neither the service of said notice nor the doing of any act, by lessee aimed to meet al) or any of ihe alleged breaches shall be deemed an 

admtSMon or presumption that lessee has failed io perform ell its obligations hereunder, irihis lease is cancelled for any cause, it shall nevertheless remain in force and effect as to (I) sufficient 
aercaee around each well " t o which there are operations to constitute a drilling or maximum allowable unit under applicable governmental regulations (but in no event less than forty acres) 
f"<* " l ° ** ^ " l ™ 1 " * . , b * l 1 " ? " * * " p r " 5 ? w W e , " *" { ™ ° f a * m n « n , c r 5 j « *"> « i n ««» «""P° •» existing epaeing rules require; and (2) any part of said 
land included in a pooled unit on w.nch there are opcrtttona. Lessee shall also have such easements on said land as an. necessary to operauOnx of the acreage so retained. 

10. Lessor hereby wttrranis and agrees to defend title lo said land against the claims of all persons wrwmsoever. Lessor's rights and interest hereunder shall be choreed primarily, with 
any mongae.es, tuxes or other liens, or interest and other charges on said land, but lessor agrees that leasee shall have the right at any time to pay or reduce seme for lessor either before 
or after maturity, and be subrogated to the rights or Ihe holder thereof end io deduct amounts so paid from royalties or other payments payoble or which may become payable to lessor and/or 
assign* under Ihis lease. If this lease covers a less imeresl in said minerals, or tiny of them, in al! or any part of said land than the entire and undivided fee simple estate (whether lessor's 
interest is herein specified or noi) or no interest therein, then the royalties and other moneys accruing from any pan as io which this lease covers less than such full interest, shall be paid 
only in the proportion which the Interest therein, if any, covered by this lease, bears to the whole and undivided fee simple estate therein, All royalty interest covered by this lease (whether 
or not owned by lessor) shall be paid out of the royalty herein provided. This lease shall be binding upon each party who executes it without record to whether it is executed by all those 
named herein as les<or. 

11. If. while this lease is in force, at, or afterihe expiration of tbe primary term hereor, it is not being continued in force by reason of the shut-in well provisions of paragraph 3 hereof 
and lessee is not conducting operations on said land hy reason or (1) any law, order, rule or regulation, (whether or not subsequently determined to be invalid) or (2) any other couse, whether 
similar or dissimilar, (except financial) beyond the reasonable! control of lessee, (he jjtUruu-y term hereor shall be emended until'the nrsi anniversary date hereof occurring ninety («0) or more 
days following the removal of such delaying cause, and this lease may be extended thereafter by operations as if such delay had not occurred. 

12. Lessor hereby expressly relinquishes dower and releases and waive* all rights under and by virtue of the homestead exemption laws insofar as ihiry may in any way afreet the purpose 
for which ilhlr!leawrjisim»de. 

IN WITNESS WHEREOF, this instrument is executed as of the dais first above written. 

Frances Juanita Mil ls 

  

STATU OF Texas 

COUNTY OF. 

) SS

I, the undersigned, a Notary Public in and for said County and State, do hereby certify iKni .) 

Frances Juanita Mil ls 
C. Mi 11 

INDIVIDUAL ACKNOWLEDGEMENT 

and W l ' f p , 

..lo me personally known, and known to me to be Ihc same persotvS. 

before me this day in person and acknowledged to me t y 

described in and who executed the foregoing instrument, appeared 

executed and delivered the same °» f f i P l y .free and voluntary 

net and deed, Tor Ihe uses, purposes and consideration therein expressed, including the relinquishment of dower and homestead 

Given Under my hand and official seal rhit / &> «t»y of i l 

My Commission Expiree: W!LMAW. BRISTOW 
Ninarifrtue. Stele ol lew* 

MyCcmn tjalros Mai 1. U Sgff 

^ r ^ ^ ^ f c e y / ^ . . 
Notary Public in and for said County and Stale, residing at 

1*. 83 

 

STATE OF, 

COUNTY OF. 

-) 
)SS. 

_) 

 

INDIVIDUAL ACKNOWLEDGEMENT 

I , ihe undersigned, a Notary Public in and Tor said County and State, do hereby certify Hun. _*nd_ 

r'° ">e personally known, and known to me to be Ihe some person 

before me this day in person and acknowledged to me rhat_ . h« >»«..,.»J jnd delivered the same as. 

.described in and who executed Ihe foregoing instrument, appeared 

_frec and voluntary 

act and deed, for Ihe uses, purposes and consideration therein expressed, including the relinquishment of dower and homestead. 

Given under my luind and official seal this ^ • day pf 19_ 

My Commission Expires: 
Notary Public in and for said Counly and State, residing at 

to 
oc 
X 

WHEN RECORDED RETURN TO: This instrument was filed for record on ihe_ 

A p r i l ,i9S3 
L 8 day or 

' 1 0 ^ 5 8 n'clnclr A . M 

end duly recorded in Book- 222 

0> 

o 
o 

Miscel laneous 
P»ge , 5 i ^ > 3 of ihe 

^records of this office. 

Virgie. Cole. 
County of — £, (1 f j f f . State of. 

By; C ^ ^ > v ^ ^ % 6 > & « a ^ D , D eputv 
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SEP-15-2004 WED 11:47 AM OCD DISTRICT II 

District I 
1625 N. French Dr.. Hobbs, NM 88240 
District TI 
1301 W. Grand Avenue, Artesia, NM 88210 
District Ul 
1000 Rio Brazoa Road, Aztec, NM 87410 
PiwrifrTV 
1220 S. Francis Dr., Santa Fe, NM 87505 

State of New Mexico 

Energy Minerals and Natural Resources 
Form C-I01 

Revised March 17,1999 

Oil Conservation Division RECElVfeb" 1 M D^ct office 
State Lease - 6 Copies 

Fee Lease - S Copies 
1220 S. St Francis Dr. 

Santa Fe, NM 87505 AUG I 3 7i1fl4 

e f ? F » ^ > R T F S H a f ' AJvlENDED REPORT 

APPLICATION FOR PERMIT TO DRILL, RE-ENTER, DEEPEN, ] PLUGBACK, OR ADD A ZONE 
1 Operator Nome and Address 

Bass Enterprises Production Co. 
P.O. Box 2760, Midland, Texas 79702 

1OGRTD Number 
001801 

1 Operator Nome and Address 

Bass Enterprises Production Co. 
P.O. Box 2760, Midland, Texas 79702 

5 API Number 

30- O/S- T J 6 t t 
4 Property Code 

001786 

5 Property Name I 'Wel l No. 

James Ranch Unit I 93 
7 Surface Location 

L'L or lot no. Secoon 

7 

Township 

23S 

Range 

31E 

Lot ldn Feat ftcnt the 

660 

Nortlt/South tine 

North 

Feet from the 

660 

Eail/Weal Kite 

East 

County 

Eddy 

Proposed Bottom Hole -ocation If Different From Surface 

UL or lot no. Sccdon Township Range Lot ldn Feet from die North/Scuta line Feet from the EanWest line County 

i ' Proposed Pool 1 

L e 3 dtxaveS \ (\c*tr>%* 

"Proposed Pool 2 

Atoka, Wolfcamp.Bone Spring,Delaware 

"Work Typo Cod" " Well Typo Code " Cable/Rotary '" Lease Type Cods 1 3 Ground Level Elevation 

N G R P 3295" 
"' Multiple " Proposed Depth 1 1 Fomudon '" Contractor ™ Srotd Rate 

N 14800 Morrow Unknown 7/01/04 

21 Proposed Casing and Cement Program 

Hole Size Casing Size Casing weight/foot Scttyig Depth Sacks of Cement Estimated TOC 

171/2" 13 3/8" 54.50 600' 565 Surface 

12 1/4" 9 5/8" 40.0 4040' ^ 1175 Surface 

8 3/4" 7" 26.0 12000' 950 Surface 

61/8" 4 1/2" 13.50 14800' 350 11700' 

n Describe the proposed program. If this application is to DEEPEN or PLUG BACK, give the data on bad present productive zone and proposed new productive zone. 

Describe the blowout prevention program, if any. Use additional sheets if necessary. 

The proposed well will be the second producer in a already established N/2 proration unit The well has not been staked at 
the time of APD Submittal; however, a certified land survey plat will be submitted under separate cover. 5000PSI BOP 
equipment as in diagram 1 will be the minimum requirement until the 7"is run and cemented. A 10.000PSI BOP/Choke 
manifold will be installed on the 7" casinghead as seen in diagram 2. 

1 hereby certify that the information given above is true and complete to the 

best of my knowledge and belief, 

Signature: ( . . - { r r i ^ - — ' 

y laiowjedge and belief, / ) 

Printed name: Clndi Goodman Y 

OIL CONSERVATION DIVISION 

Approved by: 
TIM W- Ql 

Title: nifi-mifrr ir SUPERVISOR 

Title: Production Clerfc Approval D a g g p \ R ?f]Q4 | Expirarion DBP: £ E P 1 5 200 

Date: 04/14/04 Phone: (432)683-2277 Conditions of Approv 

Attached • 

EXHIBIT 

B 

NOTIFY OCD TO WITNESS 

A L L CASING STRINGS 



STATE OF NEW MEXICO 
DEPARTMENT OF ENERGY, MINERALS AND NATURAL RESOURCES 

OIL CONSERVATION DIVISION 

APPLICATION OF BASS ENTERPRISES PRODUCTION CO. FOR AN ORDER 
AUTHORIZING THE DRILLING OF A W E L L IN THE POTASH AREA, EDDY 
COUNTY, NEW MEXICO. 

CASE NO. 

AFFIDAVIT OF STACEY MILLS 

I , Stacey Mills, being first duly sworn upon my oath, state as follows: 

1. I am over the age of twenty-one years and have personal knowledge of the facts 

contained in this Affidavit. The facts contained in this Affidavit are true and accurate. 

2. I am a beneficiary of the J.C. Mills and Frances Family Partnership, Ltd. 

("Partnership"), which is owner of the surface and has an interest in the minerals 

located at the NE/4 NE/4 in Section 7, Township 23 South, Range 31 East, NMPM, 

Eddy County, New Mexico. I speak on behalf of all beneficiaries of the Partnership. 

3. J.C. Mills and Frances Juanita Mills, predecessor in title to J. C. Mills and 

Frances Family Partnership, Ltd., executed an oil and gas lease on July 8, 1981 in 

which Belco Production Corporation was original lessee. Bass Enterprises Production 

Co., current lessee, has the right to develop the oil and gas under said land. 

4. I understand that Bass proposes to drill a well known as the James Ranch Unit 

Well No. 93 on the NE/4 NE/4 of Section 7. 

5. It is my, and that of the Partnership's, intention as owner of the surface and 

minerals in said area, to have the oil and gas minerals developed first and in preference 



to any potash reserves underlying my land and I therefore support Bass's application for 

the drilling of the James Ranch Unit Well No. 93. 

6. The attached Exhibit A is a true and correct copy of my agreement with Bass. 

DATED this 18 day of November , 2004. 

STATE OF New Mexico ) 
) ss. 

COUNTY OF Eddy ) 

Subscribed and sworn to before me this day of November . 2004 by 
Stacy Mills. 

Notary PuMic 

My Commission Expires: 



5. I understand that Bass proposes to drill a well known as the James Ranch Unit 

Well No. 93 on the NE/4 NE/4 of said Section 7. 

6. The Trust supports Bass's application for the drilling of the James Ranch Unit 

Well No. 93. 

7. The attached Exhibit A is a true and correct copy of The Trust's oil and gas 

agreement with Bass. 

DATED this ft?-dafof A / & ] ^ 2004 

STATE OF 

COUNTY OF Y h j d a J y J ? ) 

) 
) ss. 

Larry Eudy / f 

Subscribed and sworn to before me this day of <n^nili&ts , 2004 by 
Affiant Name. 

I t ; z 

% '••••..?XP^-Jrf>/ 

Notary Public / j 

My Commission Expires: 



STATE OF NEW MEXICO 
DEPARTMENT OF ENERGY, MINERALS AND NATURAL RESOURCES 

OIL CONSERVATION DIVISION 

APPLICATION OF BASS ENTERPRISES PRODUCTION CO. FOR AN ORDER 
AUTHORIZING THE DRILLING OF A W E L L IN THE POTASH AREA, EDDY 
COUNTY, NEW MEXICO. 

CASE NO. 

AFFIDAVIT 

I , Dottie McLaughlin, Assistant-Vice President and Trust Officer of Wells Fargo 

Bank N.A., being first duly sworn upon my oath, state as follows: 

1. I am over the age of twenty-one years and have personal knowledge of the facts 

contained in this Affidavit. The facts contained in this Affidavit are true and accurate. 

2. Wells Fargo Bank N.A., as Agent for Southard Properties owns an interest in the 

minerals located in the NE/4 NE/4 in Section 7, Township 23 South, Range 31 East, 

NMPM, Eddy County, New Mexico. 

3. Southard Properties' predecessor in title, Sweetie J. Boyle, Individually & 

Independent Executrix of the Estate of R. E. Boyle, deceased, signed an oil and gas 

lease on July 8, 1981 covering the above described land in which Belco Production 

Corporation was original lessee. Bass Enterprises Production Company is the current 

lessee and has the right to develop the oil and gas minerals in which Southard 

Properties owns an interest. 

4. As this is the only lease for minerals, Southard Properties remains an unleased 

interest owner of any potash minerals in said Section 7. 



5. I understand that Bass proposes to drill a well known as the James Ranch Unit 

Well No. 93 on the NE/4 NE/4 of said Section 7. 

6. The Trust supports Bass's application for the drilling of the James Ranch Unit 

WellNo. 93. 

7. The attached Exhibit A is a true and correct copy of Southard Properties' oil and 

gas agreement with Bass. 

STATE OF TEXAS 
) ss. 

COUNTY OF MIDLAND 

Subscribed and sworn to 
Affiant Name. 

before me this day of fJpWn)&tC , 2004 by 

Notary Public 

My Commission Expires: 



NEW MEXICO ENERGY, MINERALS and 
NATURAL RESOURCES DEPARTMENT 

BILL RICHARDSON 
Governor 

Joanna Prukop 
Cabinet Secretary 

Mark E. Fesmire, P.E. 
Director 

Oil Conservation Division 

September 18, 2004 
Bass Enterprises Production Company 
201 Main St., Suite 3100 
Fort Worth, Texas 76102-3131 
Attn: Wayne Bailey or To Whom It May Concern 

RE: RES8CIND THE APPLICATION FOR PERMIT TO DRILL IN THE POTASH AREA 
BASS ENTERPRISES PRODUCTION COMPANY: 
JAMES RANCH UNIT #93, LOCATED IN NE/NE (660' FNL & 660' FEL') OF 
SECTION 7, TOWNSHIP 23 SOUTH, RANGE 31 EAST, EDDY COUNTY, NEW 
MEXICO API # 30-015-33619 

Dear Mr. Bailey or To Whom It may Concern, 

In regards to the above referenced well, the New Mexico Oil Conservation Division rescinds 
immediately said application to drill (APD) per the conditions of R-l 11-P. Please review R-l 11-P as 
brought to attention from IMC's letter which is included with this faxed letter. 
As stated in pgs. 11 & 12 of R-l 11-P: " Any application to drill in the LMR area, including buffer 
zones, may be approved only by mutual agreement of lessor and lessees of both potash and oil and gas 
interests. Applications to drill outside the LMR will be approved as indicated below; provided there is 
no protest from potash lessee within 20 days of this receipt of a copy of the notice. 

Please call i f you have any questions regarding this matter, 

Respectfully yours, 

Bryan G. Arrant 
PES 

CC: Tim Gum, District Supervisor-Artesia 
Dan Morehouse, Mine Engineering Superintendent for IMC 
Well File # ™ ™ f ! ™ ^ " ' % 

i 

EXHIBIT 

r 
Oil Conservation Division * 1301 W Grand Ave * Artesia, New Mexico 88210 
Phone:(505) 748-1283 * Fax (505) 748-9720 * http://www.emni-d.state.nm.us 



STATE OF NEW MEXICO 
ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT 

OIL CONSERVATION DIVISION 

IN THE MATTER OF THE HEARING 
CALLED BY THE OIL CONSERVATION 
DIVISION FOR THE PURPOSE OF 
CONSIDERING: 

CASE NO. 10490 
ORDER NO. R-9990 

APPLICATION OF NORANDA MINERALS, INC. REQUESTING THE DIVISION TO 
RESCIND OR DENY AN APPLICATION TO DRILL A CERTAIN WELL IN THE 
OIL/POTASH AREA, LEA COUNTY, NEW MEXICO 

ORDER OF THE DIVISION 

BY THE DIVISION: 

This cause came on for hearing at 8:15 a.m. on September 3 and 4, 1992 and at 
8:00 a.m. on October 26, 1992 at Santa Fe, New Mexico, before Examiner Michael E. 
Stogner. 

NOW, on this 18th day of October, 1993, the Division Director, having 
considered the testimony, the record and the recommendations of the Examiner, and 
being fully advised in the premises, 

FINDS THAT: 

(1) Due public notice having been given as required by law and in accordance 
with New Mexico Oil Conservation Division/Commission Order No. R-lll-P, the 
Division has jurisdiction of this cause and the subject matter th :reof. 

(2) On April 1, 1992, Yates Petroleum Corporation ("Yates") filed an 
"Application for Permit to Drill" its Snyder "AKY" Well No. 1 at a standard oil well 
location 2310 f :et from the South line and 990 feet from the West line (Unit L) of 
Section 1, Township 20 South, Range 32 East, NMPM, to test the Delaware formation, 
Lea County, New Mexico. 

(3) On or about April 15, 1992, Noranda Minerals, Inc. (Noranda) filed with 
the Division an objection to said Yates' "Application for Permit to Drill" the Snyder 
"AKY" Well No. 1. 
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(4) Noranda, the applicant in this matter, under those portions of the "New 
Mexico Oil and Gas Act", Sections 70-2-1 through 70-2-36, NMSA (1978) pertaining to 
"potash", seeks an order of the Division rescinding or denying the approval by the 
Division of the aforementioned "Application for Permit to Drill" which would authorize 
Yates to drill its Snyder "AKY" Well No. 1 at a standard oil well location 2310 feet from 
the South line and 990 feet from the West line (Unit L) of Section 1, Township 20 
South, Range 32 East, NMPM, to test the Delaware formation, Lea County, New 
Mexico. 

(5) Snyder Ranches, Inc. ("Snyder Ranches") is the current fee owner of both 
the oil and gas minerals and potash minerals underlying the SW/4 NE/4, the S/2 NW/4, 
the NW/4 SW/4 and the SE/4 of said Section 1 (the "Snyder Ranches fee acreage"). 
Previously, Snyder Ranches sold the surface but retained the mineral estate for the 
Snyder Ranches fee acreage. Snyder Ranches appeared at the hearing in opposition to 
Noranda and in support of Yates. 

(6) Yates as the current lessee of a valid oil and gas lease from Snyder 
Ranches for the Snyder Ranches fee acreage in said Section 1 and proposed operator 
of the Snyder "AKY" Well No. 1, appeared at the hearing and presented evidence in 
opposition to Noranda. 

(7) Noranda is the current lessee of a valid potash lease with the State 
of New Mexico for all of Section 2, Township 20 South, Range 32 East, NMPM and for 
all of Section 36, Township 19 South, Range 32 East, NMPM. Noranda is also the 
current lessee of a valid federal potash lease with the United States Bureau of Land 
Management for the balance of said Section 1, all of Section 11 and the N/2 and SW/4 
of Section 12, Township 20 South, Range 32 East, NMPM, all of Section 35, Township 
19 South, Range 32 East, NMPM, all of Section 31, Township 19 South, Range 33 East, 
NMPM, and all of Sections 6 and 7, Township 20 South, Range 33 East, NMPM, all in 
Lea County, New Mexico. 

(8) The proposed Yates well is within the designated oil/potash area as 
described in the New Mexico Oil Conservation Division/Commission Order No. R-lll-P 
("Order R-lll-P"). 

(9) Order R-l 11-P provides that for wells on State Lands or on Federal Lands, 
the Division shall inquire of the New Mexico State Land Office ("SLO") or the United 
States Bureau of Land Management ("BLM"), as the case may be, as to whether the 
lands involved are within an area designated a Life of Mine Reserve ("LMR"). 
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(10) According to Order R-lll-P, an LMR determination by either the SLO 
or the BLM is within the exclusive authority of those agencies and such a determination 
by them is binding upon the Division. 

(11) However, Order R-lll-P makes no provision for an LMR determination 
when the proposed well is located on fee lands, nor does Order R-lll-P authorize a 
potash lessee to designate an LMR over lands not leased to that potash lessee. 

(12) While this particular matter is yet unresolved, it is a moot issue in this 
particular instance in that the proposed well location is within the half-mile buffer zone 
of a declared and recognized LMR filed by Noranda and designated by both the BLM 
and SLO. 

(13) Sub-part G(e)3 of the Rules and Regulations Governing said oil/potash 
area, Order R-lll-P, provides that; 

application to drill in the LMR area, 
including buffer zones, may be approved only 
by mutual agreement of lessor and lessees of 
both potash and oil and gas interests". 

(14) Snyder Ranches, as the owner of the unleased potash underlying its 
acreage, has consented to Yates drilling the Snyder "AKY" Well No. 1 and desires to 
have its oil and gas minerals developed first and in preference to any potash reserves 
underlying its fee property. 

(15) Yates has followed the provisions of Order R-111-P, sub-part G(e)2, which 
requires it to provide notice of its intent to drill to all potash lessees within one mile of 
the proposed well location. 

(16) The subject Noranda Minerals, Inc. application should therefore be denied 
and the Yates Petroleum Corporation's "Application for Permit to Drill" the Snyder 
"AKY" Well No. 1 at a standard oil well location 2310 feet from the South line and 990 
feet from the West line (Unit L) of Section 1, Township 20 South, Range 32 East, 
NMPM, to test the Delaware formation, Lea County, New Mexico, remain in full force 
and effect. 
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(17) At the time of the hearing Yates presented two casing and cementing plans 
for the subject well as shown in Exhibits 12 and 12A. The proposal submitted in Exhibit 
12A calls for four strings of casing all to be cemented back to surface: 

20 inch to 1150 feet; 
13-3/8 inch to 3100 feet; 
8-5/8 inch to 4500 feet; and, 
5-1/2 inch to 8000 feet. 

This proposed casing and cementing program meet the criteria for weils drilled and 
completed to the Delaware formation in the oil/potash area, as provided in sub-part D 
of Order R-lll-P. 

(18) Exhibit No. 12A in this case should be incorporated by reference into this 
order. 

(19) Subsequent to the hearing both Yates and Noranda requested 
postponement of a decision in this matter because of a possible financial transaction 
between Noranda and Horizon Potash Corporation of Carlsbad, New Mexico ("Horizon") 
and the concurrent negotiations for a mutual agreement of understanding between 
Yates, Noranda, and Horizon. Such an agreement and transaction could have resulted 
in a dismissal of this application. 

(20) In late April, 1993 the Division was notified that such discussions and 
possible transaction had terminated and that these proceedings were to resume. Also, 
at that time both Yates and Noranda submitted the required post hearing findings and 
memoranda requested by the Division at the conclusion of the hearings. Such 
information was not received from the third party in this case, Snyder Ranches, until 
May 26, 1993. 

(21) By correspondence dated April 22,1993, the applicant, Noranda requested 
this matter be reopened to consider surface ownership of the subject fee acreage as 
described in Finding Paragraph No. (5), above, and to allow the submission of an Exhibit 
designated "No. 38", which is a "Subsidence Waiver Agreement" between Kenneth Smith, 
Inc. and Noranda. 

(22) As provided in sub-part H of Order R-lll-P, a representative of Noranda 
or a representative of any potash lessee within one mile of the Snyder "AKY" Well No. 
1 may be present during drilling, cementing, casing, and plugging of said well to observe 
conformation with all requirements of Order R-lll-P and of this order. 
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(23) Many of the same technical issues such as waste, safety, and the 
methodology of determining LMR's brought out in this case paralleled those of said 
Commission Cases 10446 and 10447. The fundamental difference still remains however 
that all parties owning potash and oil and gas interest underlying a particular lease 
reached an agreement on the extraction of their minerals. Further, the Division's 
potash/oil and gas rules provided the opportunity for those lessors owning potash leases 
within a mile of the proposed well to present evidence and air its concerns and gives 
them the opportunity to witness the critical operations over the life of the subject well. 

IT IS THEREFORE ORDERED THAT: 

(1) The application of Noranda Minerals Inc. ("Noranda") to rescind or deny 
approval of an "Application for Permit to Drill" authorizing Yates Petroleum 
Corporation ("Yates") to drill its Snyder "AKY" Well No. 1 at a standard oil well 
location 2310 feet from the South line and 990 feet from the West line (Unit L) of 
Section 1, Township 20 South, Range 32 East, NMPM, to test the Delaware formation, 
Lea County, New Mexico, is hereby denied. 

IT IS FURTHER ORDERED THAT: 

(2) The Yates Petroleum Corporation "Application for Permit to Drill" said 
well is hereby in full force and effect. 

(3) The Division shall take administrative notice of Noranda's correspondence 
to the Division dated April 22, 1993 and Yates' response; however, such Motion to 
Reopen and Supplement the Record in this case is hereby denied. 

(4) All provisions of Commission Order R-lll-P applicable to the casing, 
actual drilling, cementing and plugging of a deep well within the "Designated Potash 
Area" shall be strictly adhered to. 

FURTHER 

(5) Yates shall cause its Snyder "AKY" Well No. 1 to be cased and cemented 
in the manner described in Finding Paragraph No. (17), above. Additionally Yates' 
Exhibit No. 12A presented at the time of the hearing shall be incorporated by reference 
into this Order. 
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(6) Jurisdiction of this cause is retained for the entry of such further orders 
as the Division may deem necessary. 

S E A L 




