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BEFORE EXAMINER STOGNER 
OIL CONSERVATION DIVISION 

/WXCH^CL. FYHIRIT NO. { 

CASE N o . _ o r r i _ _ _ 



i • 

Sec. 8, 19S, 26E 

Eddy County, New Mexico 

WORKING INTEREST 

NE1/4 NW1/4 Sec. 8, 19S, 26E 

Chama Petroleum Company 
D. L e t i z i o 
Yates Petroleum Corporation 
M a r t i n Yates, I I I & L i l l i e M. Yates 
Ralph Nix St Francis Nix 
Essie G. Nix 
J o n e l l Jones Gilmore 
Stanley L. Jones & Betty Jones 
Carol Sue Sanford G a r r e t t 
Barbara Ann Q u a i l Malone 

•Net Acres 

15.000 
10.000 
5.000 
2.250 
2.250 
2.250 
1.125 
1.125 
.500 
.500 

40.000 

Gross Acres 

40.00 

W.I 

40.00 

37.5000% 
25.0000% 
12.5000% 
5.6250% 
5.6250% 
5.6250% 
2.8125% 
2.8125% 
1.2500% 
1.2500% 

100.0000% 

Nl/2 NW1/4 Sec. 19S, 26E 

Chama Petroleum Company 40.000 
D. L e t i z i o 10.000 
Yates Petroleum Corporation 5.000 
Ma r t i n Yates, I I I & L i l l i e M. Yates 6.000 
Ralph Nix & Frances Nix 6.000 
Essie G. Nix 6.000 
J o n e l l Jones Gilmore 3.000 
Stanley L. Jones & Betty Jones 3.000 
Carol Sue Sanford G a r r e t t .500 
Barbara Ann Qu a i l Malone .500 

80.000 

80.00 

80.00 

50.0000% 
12.5000% 
6.2500% 

5000% 
5000% 
5000% 
7500% 
7500% 
.6250% 
.6250% 

100.0000% 

7, 
7, 
7, 
3. 
3. 

NW1/4 Sec. 8, 19S, 26E 

Chama Petroleum Company 60.000 
D. L e t i z i o 10.000 
Yates Petroleum Company 5.000 
M a r t i n Yates, I I I & L i l l i e M. Yates 5,000 
Ralph Nix Sc Francis Nix 20.750 
Essie G. Nix 20.750 
J o n e l l Jones Gilmore 10.375 
Stanley L. Jones & Betty Jones 10.375 
Carol Sue Sanford G a r r e t t 1.000 
Barbara Ann Q u a i l Malone . 1.000 

160.000 

160.00 

160.00 

37.500000% 
6.250000% 
3.125000% 

12.968750% 
12.968750% 
12.968750% 
6.484375% 
6.484375% 
.625000% 
.625000% 

100.000000% 

EXHIBIT "A' 

BEFORE EXAMINER STOGNER 
OIL CONSERVATION DIVISION 

EXHIBIT NO. "2-

CASE NO. iQin 



Sec. 8, 19S, 26E 

Eddy County, New Mexico 

WORKING INTEREST 

Net Acres 

N 1/2 Sec. 8, 19S, 26E 

Gross Acres W. I , 

Chama Petroleum Company 
D. Letizio 
Yates Petroleum Corporation 
Martin Yates I I I & L i l l i e M. Yates 
Ralph Nix & Francis Nix 
Essie G. Nix 
Jonell Jones Gilmore 
Stanley L. Jones & Betty Jones 
Carol Sue Sanford Garrett 
Barbara Ann Quail Malone 
John Gates & Jean Gates 
Jack McCaw and Mary Ann McCaw 
Robert S. McCaw and wife 
William J. McCaw and wife 
Ralph Nix, Jr. and wife 

181.660 
10.000 
5.000 
26.420 
26.420 
26.420 
13.208 
13.208 
3.000 
3.000 
3.338 
1.669 
1.669 
2.500 
2.500 

320.00 

320.00 

56.7687500% 
3.1250000% 
1.5625000% 
8.2562500% 
8.2562500% 
8.2562500% 
4.1275000% 
4.1275000% 
.9375000% 
.9375000% 
1.0431250% 
.5215625% 
.5215625% 
.7812500% 
.7812500% 

320.012 320.00 100.0037500% 



Chama Petroleum Company 

AUTHORITY FOR EXPENDITURE 

Lease: 
Well No" 
L o c a t i o n : (r>UO F ^ U , m o f=-i,.)t- ^ < » C . ' ? . 

Date Prepared: l o k i I 

Estimated Spud Date: 
Estimated Completion Date: 

-, ft -Z^-E- > gHdt^Ov. \o .VA . 

TO 
CASING 
POINT COMPLETION 

TOTAL 
WELL 

INTANGIBLE COSTS: 
D r i l l i n g : Footage 

Daywork J2 
Other fo^, 

Mud & Chemicals 
Br ine & Water 
Conductor 

/ f t . 
Doios ' f e»oo f?q iV /day 

i =1. 

Cement: Surface 

Locat ion: 

Services 

Intermediate 
Oil String T O C S^OO' 
Plug 
Road Pad & Cleanup + Pits 

cr Survey 
Damages 
Logging 
Testing 
Coring & Analysis 
Completion Unit, Swabbing |U,fo.,* 
Perforating *s son<-^ 
Treating, Acidizing, Tracturing-
Supervision 
Other Dn̂.-r̂ cV.-s.ejaok-votA-j (IUA.Q>̂ ** 
Equ i pment - ° 

t°T : 

Hauling: 
Rental: 
Equipment: Testhanks, etc. Pkr.Ecfr 

Suppl ies : ̂  rt-oA . E^oib.X^. 
Insurance: 
Expense Reports & Overhead 
Sub-Tota1 
Contingencies \t=jsk 

.'of, 
"•of" 
"'of" 

JL 
e 

J f t . 
/ f t 

7 f t 

ESTIMATED TOTAL INTANGIBLES 
Cas i ng: 
Conductor: 
Surface: 
In te rmed i ate: 
P roduct i on: 
Tub ing: 
Rods: 
Wellheads S Miscellaneous Fittings 
Pumping Unit, Motor & Subsurface-Equipt._ 
Tank Battery: Tanks 

Treator or Separator 
Fittings 
Flowlines 

•8UOO ' °f g V 4.H @_ •z.'xz, / f t 
'of / f t 

Electrical Hook-Up. 
Other 

ESTIMATED TOTAL TANGIBLES (EQUIPMENT)_ 

ESTIMATED TOTAL WELL COSTS 

LEASEHOLD COST _ 

ESTIMATED TOTAL 

APPROVAL: 

COMPANY: 

BY : 

T I T L E : 

DATE : 

Z_,OQO 

g , Q Q > Q 

2.*30 

_ZjOOO 

( , 0 0 0 

\U,T ; OQ 

£ 0 , 0 0 0 ? Q , 0 0 0 

> O Q O 5 ^ 0 0 0 

_31ODO_ 

-SDSL 3,7GO 

"5, ZOO 

'Soo soo t.lrOO 

^ , 0 0 0 

$ — $ ~ 

~*>-Z.,ZI5,0 

^ , •5 0 0 

$ 
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BEFORE EXAMINER STOGNER 
OIL CONSERVATION DIVISION 

EXHIBIT NO. ^ 

CASE N0.J1313. 



Chama Petroleum Company 

Exploration and Production 
5*47 Glen Lakes Drive 
Dallas. Texas 75231 
2U 739-1778 

Miss Dominick Letizio 
c/o Fred Letizio 
14210 Mortenview Dr. 
Taylor, Michigan 48180 

Dear Miss Letizio: 

My name is Mark Nearburg and I work f u l l time for Chama Petroleum 
Company as an o i l and gas landman. I would like to talk with you' 
about leasing your mineral interest in Eddy County, New Mexico 
which is described as Lots 729 and 740, Fairchild Farm Lands, 
Section 8, Township 19 South, Range 26 East. 

I have tried to phone you, but as your number is unpublished, I 
am writing this letter. I would appreciate i t i f you would call 
me collect at (214) 739-1778 between 8:30 A.M. and 5=30 P.M., or 
(214) 340-4092 after 5:30 P.M. 

I am assuming you s t i l l own the minerals under this land. The last 
recorded instrument in Eddy County was a Warranty Deed dated 
September 13, 1913 from 0. M. Fairchild and Bertha Fairchild, his 
wife, to Dominico Letizio. 1 look forward to hearing from you at 
your earliest convenience. 

P.O. Box 31405 

August 18, 1982 

BEFORE EXAMINER STOGNER 
OIL CONSERVATION DIVISION 

Thank You, 

Mark K. Nearburg 
MKN/kc 



Chama Petroleum Company 

Exploration and Production 
P.O. Box 31405 
5447 Glen Lakes Drive 
Dallas. Texas 75231 
214-739-1778 

Augus t 3, 1983 

Domin ick L e t i z i o 
c /o Mr . F r e d L e t i z i o 
14210 Mor tenv iew D r i v e 
T a y l o r , M i c h i g a n 48180 

RE: Oi l a n d Gas Lease, Sect ion 8, T -19-S, R-26-E, 
Eddy C o u n t y , New Mexico 

Dear M r . o r M r s . Le t i z io ' : 

I c o n t a c t e d you on Augus t 18, 1982, by l e t t e r c o n c e r n i n g 
y o u r i n t e r e s t i n F a i r c h i l d Fa rm L a n d s , Lots 729 a n d 740, 
Sect ion 8, T -19-S, R-26-E, Eddy Coun ty , New Mex i co . 
I have been unsuccess fu l in my e f f o r t s to locate a 
te lephone number f o r y o u , t h e r e f o r e , I am w r i t i n g t h i s 
l e t t e r . 

Your l a n d was fo rce poo led by the s ta te of New Mexico 
in 1978 f o r the d r i l l i n g of a we l l tha t i n c l u d e d y o u r 
l a n d . The we l l d r i l l e d i n 1978 was a d r y h o l e . Chama 
Pet ro leum p l a n s to r e - e n t e r t h i s we l l w h i c h w i l l i n c l u d e 
y o u r l a n d i n the p r o r a t i o n u n i t . We w o u l d l i k e to a v o i d 
ano the r f o r ce p o o l i n g o r d e r f rom the s ta te of New Mex ico , 
t h e r e f o r e , I w o u l d a p p r e c i a t e a response f rom you r e g a r d i n g 
a lease on y o u r f u l l i n te res t in t r a c t s 729 a n d 740. 

We a re o f f e r i n g to pay you $75 /ac re f o r a f i v e (5) y e a r , 
3/16 r o y a l t y , p a i d - u p lease, b e i n g a t o t a l c o n s i d e r a t i o n 
to you of $790.00. 

P lease r e p l y to me at P. 0 . Box 31405, D a l l a s , TX 75231 
at y o u r e a r l i e s t c o n v e n i e n c e . 

Thank y o u . 

Mark K. Nearburg 
Landman 

MKN/b 



Chama Petroleum Company 

Exploration and Production 
PO. Box 3U05 
5447 Glen Lakes Drive 
Dallas. Texas 75231 
214-739-1778 

O c t o b e r 3 , 1983 

R a l p h N i x C o m p a n y 
P. 0 . B o x 617 
A r t e s i a , New M e x i c o 88210 

A T T N : M r . B i l l M c C a w 

R E : N /2 o f S e c t i o n 8 - 1 9 S - 2 6 E 
F o u r M i l e D r a w P r o s p e c t 
E d d y C o u n t y , New M e x i c o 

D e a r B i l l : 

T h i s l e t t e r i s b e i n g w r i t t e n to R a l p h N i x a n d w i f e F r a n c e s , 
E s s i e G. N i x , y o u r s e l f a n d R a l p h N i x , J r . , i n y o u r c a r e . 
T h i s l e t t e r i s a l s o b e i n g s e n t to S t a n l e y L . J o n e s , J o n e l l 
J . G i l m o r e , B a r b a r a Q u a i l M a l o n e a n d C a r o l S. G a r r e t t . 
I am o f f e r i n g t h e s a m e t e r m s to M a r t i n Y a t e s I I I , Y a t e s 
P e t r o l e u m C o r p o r a t i o n a n d J a c k M c C a w . 

C h a r l e s E . N e a r b u r g ( N e a r b u r g ) p r e v i o u s l y o f f e r e d a 
1/5 r o y a l t y , no b o n u s , 18 m o n t h l e a s e t e r m f o r t h e m i n e r a l 
i n t e r e s t s o f t h e a b o v e r e f e r e n c e d p a r t i e s i n t h e N /2 o f 
S e c t i o n 8 . We c o m m i t e d to r e - e n t e r t h e C r u s a d e r R a b b i t 
d r y h o l e l o c a t e d i n t h e N E / 4 NW/4 of S e c t i o n 8 b e f o r e 
D e c e m b e r 3 1 , 1983. You r e j e c t e d t h i s o f f e r a n d we m a d e 
a v e r b a l c o u n t e r o f f e r , w h i c h we a r e now p u t t i n g i n 
w r i t i n g , o f a 1/4 r o y a l t y l e a s e , 6 m o n t h t e r m , e a r n i n g 
100 ' b e l o w t o t a l d e p t h d r i l l e d a n d l i m i t e d to t h e p r o d u c i n g 
p r o r a t i o n u n i t e s t a b l i s h e d b y t h e New M e x i c o O i l C o n s e r v a t i o n 
C o m m i s s i o n . A t t h e e n d o f t h e 6 m o n t h l e a s e t e r m , C h a m a 
P e t r o l e u m C o m p a n y h a s t h e r i g h t , b u t no t t h e o b l i g a t i o n , 
to d r i l l o f f s e t p r o r a t i o n u n i t s a t i n t e r v a l s o f 160 d a y s 
f r o m t h e c o m p l e t i o n o f o n e w e l l to s p u d d i n g o f t h e n e x t 
w e l l . I f t h e s e o f f s e t p r o r a t i o n u n i t s a r e n o t d e v e l o p e d , 
s u c h p r o r a t i o n u n i t s w i l l be r e - a s s i g n e d as i s a p p r o p r i a t e . 
N e a r b u r g r e - a f f i r m s h i s c o m m i t m e n t to r e - e n t e r t h e C r u s a d e r 
R a b b i t b e f o r e D e c e m b e r 3 1 , 1983 to t e s t v a r i o u s f o r m a t i o n s 
w h i c h w e r e n o t t e s t e d a t t h e t i m e t h e w e l l w a s d r i l l e d . 



M r . B i l l McCaw 
October 3, 1983 
Page 2 

B i l l , we feel t h a t we a re m a k i n g a s u b s t a n t i a l commitment 
to deve lop t h i s a r e a a n d in a l l f a i r n e s s we do not feel 
i t is r e a s o n a b l e to be l i m i t e d to the p r o d u c i n g f o r m a t i o n 
when we a re f a c i n g such l a r g e e x p e n d i t u r e s to p roduce 
the h y d r o - c a r b o n s we may f i n d . There is o n l y one r e - e n t r y 
p o s s i b i l i t y in the N/2 of Sect ion 8 a n d eve ry o the r p r o r a t i o n 
u n i t w i l l have to be d r i l l e d f rom s c r a t c h . A d d i t i o n a l l y , 
t h i s r e - e n t r y w i l l not be cheap , a n d the re is a p o s s i b i l i t y 
t h a t we c o u l d f i n d someth ing new in t h i s a r e a . We feel 
t h a t b e i n g l i m i t e d to the p r o d u c i n g f o r m a t i o n is j u s t 
too severe g i v e n the q u e s t i o n a b l e economics of w h i c h you 
a re so we l l a w a r e . 

These terms a r e v e r y r easonab le g i v e n the h i s t o r y of 
the a r e a a n d the p o t e n t i a l wa te r d i s p o s a l p r o b l e m s . 

The compu lso ry p o o l i n g h e a r i n g , schedu led f o r October 
12, w h i c h is a necess i t y r e g a r d l e s s of the outcome of 
ou r n e g o t i a t i o n s , has been c o n t i n u e d u n t i l October 26 
in o r d e r to a l l o w t ime to reso lve ou r d i f f e r e n c e s r e g a r d i n g 
t h i s a r e a . Shou ld you not w i s h to lease on these te rms, 
we welcome y o u r p a r t i c i p a t i o n . I wou ld a p p r e c i a t e y o u r 
e a r l i e s t r esponse . 

Yours t r u l y , 

Mark K. N e a r b u r g 
Landman 

MKN/b 

cc : S tan ley L . Jones 
Jonel l J . G i lmore 
B a r b a r a Qua i l Malone 
Caro l S. G a r r e t t 



Chama Petroleum Company 

Exploration and Production 
P.O. Box 31405 
544 7 Glen Lakes Drive 
Dalias. Texas 75231 
2)4-739-7778 

September 27, l983 

Mr. B i l l McCaw 
Ralph Nix Company 
P.O. Box 617 
Artesia, New Mexico 88210 

Re: Section 8-19S-2.6E, N.M.P.M. 
Eddy County, New Mexico 
Four Mile Draw Prospect 

Dear B i l l : 

In my letter dated September 20, 1983, I omitted an interest that 
Mr. Nix has in the NE5NE5 of the captioned section. Mr. Nix has 
5.00 net acres in this tract and I would appreciate your considering 
our offer to lease his interest in that tract for the same terms as 
are in my letter of September 20th, which were 1/5 royalty, 18 
months, no bonus lease. Subject to completion of a producing well, 
Chama would earn a l l rights to a depth of 100' below total depth 
d r i l l e d . 

Thank you for your consideration. 

Yours truly, 

Mark K. Nearburg 
Landman 



Chama Petroleum Company 

Exploration and Production 
PO. Box 31405 
5447 Glen Lakes Drive 
Dallas. Texas 75231 
214-739-1778 

R a l p h N ix Company 
P. 0 . Box 617 
A r t e s i a , New Mexico 88210 

A t t n : Mr . B i l l MCCaw 

RE: Four M i l e Draw Prospect 
Eddy C o u n t y , New Mexico 

Dear B i l l : 

I n f u r t h e r a n c e of my l e t t e r d a t e d September 20, 1983, 
C h a r l e s E. N e a r b u r g is w i l l i n g to o f f e r you a lease f o r 
e i t h e r the terms s p e c i f i e d i n the l e t t e r of September 20, 
1983, or f o r the f o l l o w i n g terms w h i c h have been ag reed 
to by o t h e r fee m i n e r a l i n te res t owners in t h i s p r o s p e c t ; 

Thank you a g a i n f o r y o u r e a r l i e s t c o n s i d e r a t i o n of ou r 
o f f e r s . 

Yours t r u l y , 

REGISTERED MAIL 

3 y e a r term 
3/16 r o y a l t y 
$75.00 pe r net m i n e r a l ac re 

Mark K. N e a r b u r g 
L a n d m a n 

MKN/b 



Chama Petroleum Company 

Exploration and Production 
P.O. Box 31405 
5447 Glen Lakes Drive 
Dallas. Texas 75231 
214-739-1778 

S e p t e m b e r 2 0 , 1983 

R a l p h N i x C o m p a n y 
P. 0 . Box 617 
A r t e s i a , New M e x i c o 88210 

A t t n : M r . B i l l M c C a w 

R E : S e c t i o n s 8 & 9 - 1 9 S - 2 6 E , NMPM 
E d d y C o u n t y , New M e x i c o 
F o u r M i l e D r a w P r o s p e c t 

D e a r B i l l : 

P u r s u a n t t o o u r v a r i o u s c o n v e r s a t i o n s , e n c l o s e d p l e a s e 
f i n d a n o f f e r f r o m C h a r l e s E . N e a r b u r g ( N e a r b u r g ) to 
l e a s e t h e i n t e r e s t s o f M r . R a l p h N i x a n d M r s . E s s i e G . 
N i x a n d M r s . L o n e t a S . C u r t i s ( N i x e t a l ) i n t h e c a p t i o n e d 
a r e a . 

N e a r b u r g ' s o f f e r i s a s f o l l o w s : 

N /2 & S E / 4 S E / 4 Sec . 8 - 1 9 S - 2 6 E , NMPM E d d y C o . , N . M . 
( M i n e r a l i n t e r e s t on a t t a c h e d s c h e d u l e ) 

1 . N i x e t a l a g r e e to g r a n t to N e a r b u r g a n 18 m o n t h , 
1/fS r o y a l t y , n o b o n u s l e a s e . 

2 . N i x e t a l s h a l l l e a s e to N e a r b u r g t h e N /2 o f S e c t i o n 
8, s u b j e c t to t h e f o l l o w i n g l i m i t a t i o n s a n d c o m m i t m e n t s . 

a ) N e a r b u r g w i l l c o m m i t to r e - e n t e r t h e C r u s a d e r 
R a b b i t l o c a t e d 1980 ' FWL a n d 6 6 0 ' FNL of S e c t i o n 
8 b e f o r e D e c e m b e r 3 1 , 1983 . 

b ) N e a r b u r g w i l l a t t e m p t to c o m p l e t e s a i d r e - e n t r y 
i n t h e C i s c o - C a n y o n f o r m a t i o n . I f t h e C i s c o - C a n y o n 
does n o t p r o d u c e , N e a r b u r g s h a l l , a t h i s d i s c r e t i o n , 
a t t e m p t c o m p l e t i o n i n o t h e r f o r m a t i o n s . 

c ) S u b j e c t to c o m p l e t i o n o f a p r o d u c i n g w e l l , N e a r b u r g 
w i l l e a r n a l l r i g h t s i n S e c t i o n 8 to a d e p t h 
o f 100 ' b e l o w d e p t h d r i l l e d . 



M r . B i l l McCaw 
S e p t e m b e r 2 0 , 1983 
P a g e 2 

S e c t i o n 9 - 1 9 S - 2 6 E , NMPM, E d d y C o u n t y , New M e x i c o 
( M i n e r a l i n t e r e s t o n a t t a c h e d m a p ) 

1 . N i x e t a l a g r e e to g r a n t to N e a r b u r g a n 18 m o n t h , 
1/5 r o y a l t y , no b o n u s l e a s e 

2 . S a i d l e a s e w i l l b e l i m i t e d i n d e p t h t o 100 ' b e l o w 
t o t a l d e p t h d r i l l e d a n d to t h e p r o d u c i n g p r o r a t i o n 
u n i t . 

3 . R e g a r d i n g a n y l a n d n o t i n a p r o d u c i n g p r o r a t i o n 
u n i t a t t h e e x p i r a t i o n o f t h i s l e a s e , N e a r b u r g s h a l l 
h a v e t h e r i g h t to c o n t i n u o u s d e v e l o p m e n t w i t h . n o 
c e s s a t i o n o f m o r e t h a n 180 d a y s o n l a n d s i n s a i d 
l e a s e . 

I n p r e v i o u s l e a s e s b e t w e e n M r . N i x a n d C h a r l e s E . N e a r b u r g , 
we h a v e a g r e e d to 1/4 r o y a l t y , h o w e v e r , t h a t w a s a 
g a s p r o s p e c t w h e r e i n t h e o p e r a t i o n o f t h e w e l l w o u l d 
n o t b e as c o s t l y a s we e x p e c t to e n c o u n t e r o n t h i s p r o s p e c t . 
Due t o t h e e x p e c t e d h i g h o p e r a t i n g c o s t s , w e h a v e o f f e r e d 
t e r m s t h a t we f e e l a r e n e c e s s a r y t o j u s t i f y t h i s t y p e 
o f d r i l l i n g . 

I w o u l d a p p r e c i a t e y o u r e a r l i e s t p o s s i b l e c o n s i d e r a t i o n 
o f t h i s o f f e r , as we w o u l d l i k e to r e - e n t e r t h e C r u s a d e r 
R a b b i t i n O c t o b e r . 

Y o u r s t r u l y , 

M a r k K. N e a r b u r g 
L a n d m a n 

M K N / b 

E n c l o s u r e s 



Chama Petroleum Company 

Exploration and Production 
P.O. Box 31405 
5447 Glen Lakes Drive 
Dallas, Texas 75231 
214-739-1778 

October 3, 1983 

R a l p h N i x Company 
P. 0 . Box 617 
A r t e s i a , New Mexico 88210 

ATTN: M r . B i l l McCaw 

RE: N/2 of Sect ion 8-19S-26E 
Four M i l e Draw Prospect 
Eddy Coun ty , New Mex ico 

Dear B i l l : 

T h i s l e t t e r is b e i n g w r i t t e n to R a l p h N ix a n d w i f e F r a n c e s , 
Essie G. N i x , y o u r s e l f a n d R a l p h N i x , J r . , i n y o u r c a r e . 
T h i s l e t t e r is a l so b e i n g sent to S tan ley L . Jones, Jonel l 
J . G i lmore , B a r b a r a Qua i l Malone a n d Caro l S. G a r r e t t . 
I am o f f e r i n g the same terms to M a r t i n Yates I I I , Yates 
Pet ro leum C o r p o r a t i o n a n d Jack McCaw. 

C h a r l e s E. N e a r b u r g ( N e a r b u r g ) p r e v i o u s l y o f f e r e d a 
1/5 r o y a l t y , no b o n u s , 18 month lease term fo r the m i n e r a l 
i n t e r e s t s of the above re fe renced p a r t i e s in the N/2 of 
Sect ion 8 . We commited to r e - e n t e r the C r u s a d e r R a b b i t 
d r y ho le loca ted in the NE/4 NW/4 of Sect ion 8 be fo re 
December 3 1 , 1983. You re jec ted t h i s o f f e r a n d we made 
a v e r b a l c o u n t e r o f f e r , w h i c h we a re now p u t t i n g in 
w r i t i n g , of a 1/4 r o y a l t y lease, 6 month te rm, e a r n i n g 
100' be low to ta l d e p t h d r i l l e d a n d l i m i t e d to the p r o d u c i n g 
p r o r a t i o n u n i t e s t a b l i s h e d by the New Mexico Oi l C o n s e r v a t i o n 
Commiss ion . At the end of the 6 month lease te rm, Chama 
Pet ro leum Company has the r i g h t , bu t not the o b l i g a t i o n , 
to d r i l l o f f se t p r o r a t i o n u n i t s at i n t e r v a l s of 160 d a y s 
f rom the comp le t i on of one we l l to s p u d d i n g of the nex t 
w e l l . I f these o f f se t p r o r a t i o n u n i t s a r e not deve loped , 
such p r o r a t i o n u n i t s w i l l be r e - a s s i g n e d as is a p p r o p r i a t e . 
N e a r b u r g r e - a f f i r m s h i s commitment to r e - e n t e r the C r u s a d e r 
R a b b i t be fo re December 3 1 , 1983 to test v a r i o u s f o r m a t i o n s 
w h i c h were not tes ted at the t ime the we l l was d r i l l e d . 



M r . B i l l McCaw 
October 3, 1983 
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B i l l , we feel t h a t we a re m a k i n g a s u b s t a n t i a l commitment 
to deve lop t h i s a r e a a n d in a l l f a i r n e s s we do not feel 
i t is r e a s o n a b l e to be l i m i t e d to the p r o d u c i n g f o r m a t i o n 
when we a re f a c i n g such l a r g e e x p e n d i t u r e s to p roduce 
the h y d r o - c a r b o n s we may f i n d . There i s o n l y one r e - e n t r y 
p o s s i b i l i t y i n the N/2 of Sect ion 8 a n d eve ry o the r p r o r a t i o n 
u n i t w i l l h a v e to be d r i l l e d f rom s c r a t c h . A d d i t i o n a l l y , 
t h i s r e - e n t r y w i l l not be c h e a p , a n d the re is a p o s s i b i l i t y 
t h a t we c o u l d f i n d someth ing new in t h i s a r e a . We feel 
t ha t b e i n g l i m i t e d to the p r o d u c i n g f o r m a t i o n is j u s t 
too severe g i v e n the q u e s t i o n a b l e economics of w h i c h you 
a re so we l l a w a r e . 

These terms a r e v e r y r e a s o n a b l e g i v e n the h i s t o r y of 
the a r e a a n d the p o t e n t i a l w a t e r d i s p o s a l p r o b l e m s . 

* 
The compu lso ry p o o l i n g h e a r i n g , schedu led f o r October 
12, w h i c h is a necess i t y r e g a r d l e s s of the outcome of 
ou r n e g o t i a t i o n s , has been c o n t i n u e d u n t i l October 26 
in o r d e r to a l l o w t ime to reso l ve ou r d i f f e r e n c e s r e g a r d i n g 
t h i s a r e a . Shou ld you not w i s h to lease on these te rms, 
we welcome y o u r p a r t i c i p a t i o n . I w o u l d a p p r e c i a t e y o u r 
e a r l i e s t r esponse . 

Yours t r u l y , 

Mark K. Nearburg 
Landman 

MKN/b 

c c : S tan ley L . Jones 
Jonel l J . G i lmore 
B a r b a r a Qua i l Malone 
Caro l S. G a r r e t t 



Chama Petroleum Company 

Exploration and Production 
P O. Box 31405 
5447 Glen Lakes Drive 
Dallas. Texas 75231 
214-739-1778 

S e p t e m b e r 2 7 , 1983 

M r . K e i t h F . Q u a i l 
P . 0 . B o x 2366 
P r e s c o t t , A r i z o n a 86302 

R E : S e c t i o n 8 - 1 9 S - 2 6 E , NMPM 
( M i n e r a l i n t e r e s t o n a t t a c h e d s c h e d u l e ) 
E d d y C o u n t y , New M e x i c o 
F o u r M i l e D r a w P r o s p e c t . 

D e a r M r . Q u a i I : 

E n c l o s e d p l e a s e f i n d a c o p y o f my o r i g i n a l l e t t e r d a t e d 
S e p t e m b e r 20 , 1983 . A l l o t h e r p a r t i e s h a v e r e c e i v e d t h e i r 
c o p i e s . 

I a p o l o g i z e f o r y o u n o t r e c e i v i n g y o u r c o p y a t t h e same 
t i m e as t h e o t h e r s . 

Y o u r s t r u l y , 

M a r k K. N e a r b u r g 
L a n d m a n 

M K N / b 

E n c l o s u r e 



Chama Petroleum Company 

Exploration and Production 
P.O. Box 37405 
5447 Glen Lakes Drive 
Dallas. Texas 75231 
214-739-7 778 

M r . K e i t h F . Q u a i l 
P . 0 . Box 2366 
P r e s c o t t , A r i z o n a 86302 

R E : F o u r M i l e D r a w P r o s p e c t 
E d d y C o u n t y , New M e x i c o 

D e a r M r . Q u a i I : 

I n f u r t h e r a n c e o f my l e t t e r d a t e d S e p t e m b e r 2 0 , 1983, 
C h a r l e s E . N e a r b u r g i s w i l l i n g to o f f e r y o u a l e a s e f o r 
e i t h e r t h e t e r m s s p e c i f i e d i n t h e l e t t e r o f S e p t e m b e r 2 0 , 
1983, o r f o r t h e f o l l o w i n g t e r m s w h i c h h a v e b e e n a g r e e d 
to b y o t h e r f ee m i n e r a l i n t e r e s t o w n e r s i n t h i s p r o s p e c t ; 

T h a n k y o u a g a i n f o r y o u r e a r l i e s t c o n s i d e r a t i o n o f o u r 
o f f e r s . 

Y o u r s t r u l y , 

REGISTERED M A I L 

3 y e a r t e r m 
3 / 1 6 r o y a l t y 
$ 7 5 . 0 0 p e r n e t m i n e r a l a c r e 

M a r k K. N e a r b u r g 
L a n d m a n 

M K N / b 



Chama Petroleum Company 

Exploration and Production 
P.O. Box 31405 
5447 Gten Lakes Drive 
Dallas. Texas 7523? 
214-739-7778 

S e p t e m b e r 2 0 , 1983 

M r . K e i t h F . Q u a i l / 
P . 0 . Box 2366 
P r e s c o t t , A r i z o n a 86302 

R E : S e c t i o n 8 - 1 9 S - 2 6 E , NMPM 
( M i n e r a l i n t e r e s t o n a t t a c h e d s c h e d u l e ) 
E d d y C o u n t y , New M e x i c o 
F o u r M i l e D r a w P r o s p e c t 

D e a r M r . Q u a i l : 

P u r s u a n t t o o u r t e l e p h o n e c o n v e r s a t i o n o f t h i s d a t e e n c l o s e d 
p l e a s e f i n d a n o f f e r f r o m C h a r l e s E. N e a r b u r g ( N e a r b u r g ) 
to l e a s e t h e i n t e r s t s o f C a r o l S . G a r r e t t a n d B a r b a r a 
Q. M a l o n e ( Q u a i l e t a l ) i n t h e c a p t i o n e d a r e a . 

N e a r b u r g ' s o f f e r i s a s f o l l o w s : 

1 . Q u a i l e t a l a g r e e to g r a n t t o N e a r b u r g a n 18 m o n t h , 
1/5 r o y a l t y , n o b o n u s l e a s e . 

2 . Q u a i l e t a i s h a l l l e a s e to N e a r b u r g t h e N / 2 o f S e c t i o n 
8, s u b j e c t to t h e f o l l o w i n g l i m i t a t i o n s a n d c o m m i t m e n t s . 

a ) N e a r b u r g w i l l c o m m i t to r e - e n t e r t h e C r u s a d e r 
R a b b i t l o c a t e d 1980 ' FWL a n d 6 6 0 ' FWL of S e c t i o n 
8 b e f o r e D e c e m b e r 3 1 , 1983. 

b ) N e a r b u r g w i l l a t t e m p t t o c o m p l e t e s a i d r e - e n t r y 
i n t h e C i s c o - C a n y o n f o r m a t i o n . I f t h e C i s c o - C a n y o n 
does n o t p r o d u c e , N e a r b u r g s h a l l , a t h i s d i s c r e t i o n , 
a t t e m p t c o m p l e t i o n i n o t h e r f o r m a t i o n s . 

c ) S u b j e c t to c o m p l e t i o n o f a p r o d u c i n g w e l l , N e a r b u r g 
w i l l e a r n a l l r i g h t s i n S e c t i o n 8 to a d e p t h 
o f 100 ' b e l o w d e p t h d r i l l e d . 



Mr . Ke i t h F. Qua i l 
September 20, 1983 
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Due to the expec ted h i g h o p e r a t i n g cos ts , we have o f f e r e d 
terms t ha t we feel a re necessary to j u s t i f y t h i s t ype 
of d r i l l i n g . 

I wou ld a p p r e c i a t e y o u r e a r l i e s t poss ib l e c o n s i d e r a t i o n 
of t h i s o f f e r , as we wou ld l i k e to r e - e n t e r the C r u s a d e r 
R a b b i t i n Oc tober . 

Yours t r u l y , 

Mark K. Nearburg 
Landman 

MKN/b 

Enc losu res 



Chama Petroleum Company 

Exploration and Production 
P.O. Box 31405 
5447 Glen Lakes Drive 
Dallas. Texas 75231 
214-739 1778 

O c t o b e r 3 , 1983 

Y a t e s P e t r o l e u m C o r p o r a t i o n 
207 S o u t h F o u r t h S t r e e t 
A r t e s i a , New M e x i c o 88210 

A T T N : M r . R a n d y P a t t e r s o n 

R E : T r a c t #742 i n t h e N /2 o f S e c t i o n 8 - 1 9 S - 2 6 E , NMPM 
E d d y C o u n t y , New M e x i c o 

D e a r M r . P a t t e r s o n : 

T h e i n t e n t o f t h i s l e t t e r i s t o c l a r i f y t h e o f f e r f r o m C h a r l e s 
E . N e a r b u r g a s s t a t e d i n a l e t t e r d a t e d S e p t e m b e r 28 , 
1983, w h e r e i n h e o f f e r e d to a c c e p t a 1/5 r o y a l t y , no b o n u s , 
18 m o n t h t e r m l e a s e o r Y a t e s ' p a r t i c i p a t i o n w i t h t h i s 
t r a c t i n o u r p r o s p e c t . 

N e a r b u r g m a d e a v e r b a l c o u n t e r o f f e r , o n S e p t e m b e r 30 , 
1983 w h i c h we a r e now p u t t i n g i n w r i t i n g , o f a 1/4 r o y a l t y 
l e a s e , 6 m o n t h t e r m , e a r n i n g 100 ' b e l o w t o t a l d e p t h d r i l l e d 
a n d l i m i t e d to t h e p r o d u c i n g p r o r a t i o n u n i t e s t a b l i s h e d 
b y t h e New M e x i c o " O i i C o n s e r v a t i o n C o m m i s s i o n . A t t h e 
e n d of t h e s i x m o n t h t e r m , C h a m a P e t r o l e u m C o m p a n y 
h a s t h e r i g h t , b u t n o t t h e o b l i g a t i o n , t o d r i l l o f f s e t 
p r o r a t i o n u n i t s i n i n t e r v a l s of 160 d a y s f r o m t h e c o m p l e t i o n 
o f o n e w e l l to s p u d d i n g t h e n e x t w e l l . I r e a l i z e t h a t 
t h i s o f f s e t r i g h t to d r i l l does no t a f f e c t Y a t e s , h o w e v e r , 
I w a n t to m a k e t h e s a m e o f f e r to Y a t e s a s we h a v e m a d e 
to R a l p h N i x , e t a l . A d d i t i o n a l l y , C h a m a w i l l c o m m i t 
to r e - e n t e r t h e C r u s a d e r R a b b i t d r y h o l e l o c a t e d i n t h e 
N E / 4 N W / 4 o f S e c t i o n 8 b e f o r e D e c e m b e r 3 1 , 1983 . T h e 
p u r p o s e o f t h i s r e - e n t r y i s to t e s t v a r i o u s f o r m a t i o n s 
w h i c h w e r e no t t e s t e d a t t h e t i m e t h e w e l l w a s d r i l l e d , 
a n d w h i c h we f e e l h a v e p r o d u c t i v e p o t e n t i a l . 

I h a v e w r i t t e n t h i s s a m e o f f e r to J a c k M c C a w a n d B i l l 
McCaw f o r t h e i n t e r e s t s t h e y r e p r e s e n t . I s t a t e d i n my 
l e t t e r to B i l l t h a t we a r e n o t w i l l i n g to a c c e p t a l i m i t a t i o n 



Mr . Randy Pa t te rson 
October 3, 1983 
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to the p r o d u c i n g f o r m a t i o n , r a t h e r we need the r i g h t s 
f rom the s u r f a c e to 100' below dep th d r i l l e d , w h i c h any 
p r u d e n t o p e r a t o r w o u l d r e q u i r e . 

As I men t ioned to you ove r the phone t o d a y , we have 
pos tponed the compu lso ry p o o l i n g h e a r i n g , w h i c h is a 
necess i t y r e g a r d l e s s of the outcome of o u r n e g o t i a t i o n s 
w i t h Yates a n d N i x , u n t i l the October 26th h e a r i n g d a t e . 
We have done t h i s to p r o v i d e you a r e a s o n a b l e amount 
of t ime to communica te w i t h the i n v o l v e d p a r t i e s at Yates 
Pet ro leum to r e a c h a d e c i s i o n , a n d we wan t to a v o i d 
c r e a t i n g any i l l w i l l . 

These terms a r e v e r y r e a s o n a b l e g i v e n the h i s t o r y of 
the a rea a n d the p o t e n t i a l w a t e r d i s p o s a l p r o b l e m s . Shou ld 
you not w i s h to lease on these te rms, we welcome y o u r 
p a r t i c i p a t i o n . I wou ld a p p r e c i a t e y o u r e a r l i e s t response . 

Yours t r u l y , 

Mark K. Nearburg 
Landman 

MKN/b 



Chama Petroleum Company 

Exploration and Production 
P.O. Box 31405 
5441 Glen Lakes Drive 
Dallas. Texas 75231 
214-739-1778 

S e p t e m b e r 2 8 , 1983 

Y a t e s P e t r o l e u m C o r p o r a t i o n 
207 S o u t h 4 t h S t r e e t 
A r t e s i a , New M e x i c o 88210 

A T T N : M r . R a n d y P a t t e r s o n 

R E : T r a c t 742 i n t h e N/2 o f S e c t i o n 8 - 1 9 S - 2 6 E , NMPM 
E d d y C o u n t y , New M e x i c o 

D e a r M r . P a t t e r s o n : 

C h a r l e s E . N e a r b u r g ( N e a r b u r g ) o f f e r s t h e f o l l o w i n g t e r m s 
f o r a l e a s e f r o m Y a t e s P e t r o l e u m C o r p o r a t i o n ( Y a t e s ) on 
t h e a b o v e c a p t i o n e d l a n d i n w h i c h Y a t e s o w n s t h e m i n e r a l s 
(5 n e t a c r e s ) . 

A l t h o u g h y o u a r e w e l c o m e to p a r t i c i p a t e w i t h t h e a b o v e 
5 a c r e s i n t h e r e - e n t r y o f t h e w e l l d e s c r i b e d b e l o w , we 
w o u l d a p p r e c i a t e y o u r c o n s i d e r a t i o n o f t h e l e a s e t e r m s . 
N e a r b u r g 1 s o f f e r i s a s f o l l o w s : 

Y a t e s a g r e e s to g r a n t to N e a r b u r g a n 18 
m o n t h , 1/5 r o y a l t y , no b o n u s l e a s e . 

Y a t e s s h a l l l e a s e to N e a r b u r g t h e c a p t i o n e d 
t r a c t s u b j e c t to t h e f o l l o w i n g l i m i t a t i o n s a n d 
c o m m i t m e n t s 

N e a r b u r g w i l l c o m m i t t o r e - e n t e r t h e 
C r u s a d e r R a b b i t l o c a t e d 1980 ' FWL a n d 
6 6 0 ' FNL of Sec . 8 b e f o r e D e c e m b e r 3 1 , 1983 . 

N e a r b u r g w i l l a t t e m p t to c o m p l e t e s a i d 
r e - e n t r y i n t h e C i s c o - C a n y o n f o r m a t i o n . 
I f t h e C i s c o - C a n y o n d o e s n o t p r o d u c e , 
N e a r b u r g s h a l l , a t h i s d i s c r e t i o n , a t t e m p t 
c o m p l e t i o n i n o t h e r f o r m a t i o n s . 



Mr . Randy Pa t t e r son 
September 28, 1983 
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Subjec t to comp le t i on of a p r o d u c i n g we l l 
N e a r b u r g w i l l e a r n a l l r i g h t s to a dep th 
of 100' below Tota l Depth D r i l l e d . 

Due to the expec ted h i g h o p e r a t i n g costs we have o f f e r e d 
terms t h a t we feel a r e necessary to j u s t i f y t h i s t y p e 
of d r i l l i n g . I wou ld a p p r e c i a t e y o u r e a r l i e s t p o s s i b l e 
c o n s i d e r a t i o n of t h i s o f f e r as we wou ld l i k e to r e - e n t e r 
the C r u s a d e r R a b b i t in October . 

Yours t r u l y , 

Landman 

MKN/b 



Chama Petroleum Company 

Exploration and Production 
P.O. Box 31405 
5447 Glen Lakes Drive 
Dallas, Texas 75231 
214-739-1778 

O c t o b e r 3 , 1983 

M r . J a c k M c C a w 
P. 0 . Box 127 
A r t e s i a , New M e x i c o 88210 

R E : F o u r M i l e D r a w P r o s p e c t 
E d d y C o u n t y , New M e x i c o 

D e a r M r . M c C a w : 

T h i s l e t t e r a p p l i e s e q u a l l y to y o u r s e l f , M r . G a t e s , M r . 
R o b e r t S . M c C a w a n d M r . M a r t i n Y a t e s I I I . T h e p u r p o s e 
i s to d e f i n e , a f t e r v a r i o u s c o n v e r s a t i o n s , w h e r e we s t a n d 
w i t h o u r o f f e r f o r y o u r l a n d i n t h e N/2 o f S e c t i o n 8 - 1 9 S - 2 6 E , 
E d d y C o u n t y . 

T h e f o l l o w i n g o f f e r i s i d e n t i c a l t o t h e o n e we a r e m a k i n g 
to Y a t e s P e t r o l e u m C o r p o r a t i o n , R a l p h N i x , E s s i e G. N i x , 
R a l p h N i x , J r . , J o n e l l Jones G i l m o r e , S t a n l e y L . J o n e s , 
B a r b a r a Q u a i l M a l o n e , C a r o l S. G a r r e t t , a n d B i l l M c C a w . 

C h a r l e s E . N e a r b u g ( N e a r b u r g ) p r e v i o u s l y o f f e r e d a 1/5 
r o y a l t y , n o b o n u s , 18 m o n t h l e a s e t e r m f o r y o u r m i n e r a l 
i n t e r e s t s i n t h e N /2 o f S e c t i o n 8 . We c o m m i t e d to r e - e n t e r 
t h e C r u s a d e r R a b b i t d r y h o l e l o c a t e d i n t h e N E / 4 NW/4 
o f S e c t i o n 8 b e f o r e D e c e m b e r 3 1 , 1983 . 

Y o u r e j e c t e d t h i s o f f e r a n d we m a d e a v e r b a l c o u n t e r 
o f f e r , w h i c h we a r e now p u t t i n g i n w r i t i n g , o f a 1/4 
r o y a l t y l e a s e , 6 m o n t h t e r m , e a r n i n g 100 ' b e l o w t o t a l 
d e p t h d r i l l e d , a n d l i m i t e d t o t h e p r o d u c i n g p r o r a t i o n 
u n i t e s t a b l i s h e d b y t h e New M e x i c o O i l C o n s e r v a t i o n 
C o m m i s s i o n . A t t h e e n d of t h e s i x m o n t h t e r m , C h a m a 
P e t r o l e u m h a s t h e r i g h t , b u t n o t t h e o b l i g a t i o n , to d r i l l 
o f f s e t p r o r a t i o n u n i t s a t i n t e r v a l s o f 160 d a y s e a c h f r o m 
t h e c o m p l e t i o n o f o n e w e l l to s p u d d i n g o f t h e n e x t w e l l . 
I f t h e s e o f f s e t p r o r a t i o n u n i t s a r e no t d e v e l o p e d t h e y 
w i l l b e r e a s s i g n e d to y o u , a s i s a p p r o p r i a t e . N e a r b u r g 
a g r e e s to r e - e n t e r t h e C r u s a d e r R a b b i t b e f o r e D e c e m b e r 
3 1 , 1983, to t e s t v a r i o u s f o r m a t i o n s w h i c h w e r e n o t t e s t e d 
a t t h e t i m e t h e w e l l w a s d r i l l e d . 



Mr. Jack McCaw 
October 3, 1983 
Page 2 

We have c o n t i n u e d the compu lso ry p o o l i n g h e a r i n g on 
the N/2 of Sect ion 8, w h i c h w i l l be r e q u i r e d r e g a r d l e s s 
of y o u r d e c i s i o n , u n t i l October 26, 1983. 

These terms a re v e r y r e a s o n a b l e g i v e n the h i s t o r y of 
the a rea a n d the p o t e n t i a l wa te r d i s p o s a l p r o b l e m s . Shou ld 
you not w i s h to lease on these terms we w o u l d en joy 
y o u r p a r t i c i p a t i o n . I w o u l d a p p r e c i a t e the e a r l iest .poss ib le 
response c o n c e r n i n g y o u r i n t e res t and those you r e p r e s e n t . 

Yours t r u l y , 

Mark K. N e a r b u r g 
Landman 

MKN/b 



Chama Petroleum Company 

Exploration and Production 
PO. Box 31405 
5447 Glen Lakes Drive 
Dallas, Texas 75237 
274-739-7778 

M r . J a c k M c C a w 
P. 0 . B o x 127 
A r t e s i a , New M e x i c o 88210 

R E : F o u r M i l e D r a w P r o s p e c t 
E d d y C o u n t y , New M e x i c o 

D e a r M r . M c C a w : 

I n f u r t h e r a n c e o f my l e t t e r d a t e d S e p t e m b e r 20 , 1983, 
C h a r l e s E . N e a r b u r g i s w i l l i n g to o f f e r y o u a l e a s e f o r 
e i t h e r t h e t e r m s s p e c i f i e d i n t h e l e t t e r o f S e p t e m b e r 20 , 
1983, o r f o r t h e f o l l o w i n g t e r m s w h i c h h a v e b e e n a g r e e d 
to b y o t h e r fee m i n e r a l i n t e r e s t o w n e r s i n t h i s p r o s p e c t ; 

T h a n k y o u a g a i n f o r y o u r e a r l i e s t c o n s i d e r a t i o n o f o u r 
o f f e r s . 

Y o u r s t r u l y , 

REGISTERED M A I L 

3 y e a r t e r m 
3 / 1 6 r o y a l t y 
$ 7 5 . 0 0 p e r n e t m i n e r a l a c r e 

M a r k K. N e a r b u r g 
L a n d m a n 

M K N / b 



Chama Petroleum Company 

Exploration and Production 
P.O. Box 31405 
5447 Glen Lakes Drive 
Dallas. Texas 75231 
214-739-1778 

September 27, 1983 

Mr. Jack McCaw 
P.O. Box 127 
Artesia, New Mexico 88210 

Re: Tract No. 724, N£ Se.c. 8-19S-26E, N.M.P.M. 
Eddy County, New Mexico 
Four Mile Draw Prospect 

Dear Mr. McCaw: 

Enclosed please find an offer to lease the captioned tract on 
which records indicate that Mr. Gates and his wife, and yourself 
and Mrs. McCaw own 1/2 of the minerals each. Our offer to lease 
this land is identical to the offer proposed to Mr. Martin Yates, 
I I I , said offer being a 18 month term, 1/5 royalty, no bonus 
lease earning 100' below total depth d r i l l e d subject to completion 
of a producing well. 

I f Mr. Gates prefers, we would be wi l l i n g to accept terms similar 
to those given to other land owners in the area, said offer being 
$75-00 per acre for a 3 year, 3/16 lease. 

Thank you for your consideration of this offer. 

Yours tr u l y , 

Mark K. Nearburg 
Landman 



Chama Petroleum Company 

£y,o/orafion and Production 
P.O. Box 37405 
5447 Glen Lakes Drive 
Dallas. Texas 75231 
214-739-1778 

S e p t e m b e r 20 , 1983 

M r . J a c k M c C a w 
P. 0 . Box 127 
A r t e s i a , New M e x i c o 88210 

R E : S e c t i o n s 8 & 9 - 1 9 S - 2 6 E , NMPM 
E d d y C o u n t y , New M e x i c o 
F o u r M i t e D r a w P r o s p e c t 

D e a r M r . M c C a w : 

E n c l o s e d p l e a s e f i n d a n o f f e r f r o m C h a r l e s E . N e a r b u r g 
( N e a r b u r g ) to l e a s e t h e i n t e r e s t s o f M r . M a r t i n Y a t e s 
I I I ( Y a t e s ) i n t h e c a p t i o n e d a r e a . 

N e a r b u r g ' s o f f e r is a s f o l l o w s : 

N / 2 S E / 4 S E / 4 Sec . 8 - 1 9 S - 2 6 E , NMPM E d d y C o . , N . M . 
( M i n e r a l i n t e r e s t o n a t t a c h e d s c h e d u l e ) 

1 . Y a t e s a g r e e s to g r a n t to N e a r b u r g a n 18 m o n t h , 
1/5 r o y a l t y , n o b o n u s l e a s e . 

2 . Y a t e s s h a l l l e a s e to N e a r b u r g t h e N / 2 o f S e c t i o n 
8 , s u b j e c t to t h e f o l l o w i n g l i m i t a t i o n s a n d c o m m i t m e n t s 

a ) N e a r b u r g w i l l c o m m i t to r e - e n t e r t h e C r u s a d e r 
R a b b i t l o c a t e d 1980 ' FWL a n d 6 6 0 ' FNL of S e c t i o n 
8 b e f o r e D e c e m b e r 3 1 , 1983 . 

b ) N e a r b u r g w i l l a t t e m p t to c o m p l e t e s a i d r e - e n t r y 
i n t h e C i s c o - C a n y o n f o r m a t i o n . I f t h e C i s c o - C a n y o n 
d o e s n o t p r o d u c e , N e a r b u r g s h a l l , a t h i s d i s c r e t i o n 
a t t e m p t c o m p l e t i o n i n o t h e r f o r m a t i o n s . 

c ) S u b j e c t to c o m p l e t i o n o f a p r o d u c i n g w e l l , N e a r b u r g 
w i l l e a r n a l l r i g h t s i n S e c t i o n 8 to a d e p t h 
o f 100 ' b e l o w d e p t h d r i l l e d . 



M r . J a c k M c C a w 
S e p t e m b e r 2 0 , 1983 
P a g e 2 

S e c t i o n 9 - 1 9 S - 2 6 E , NMPM, E d d y C o u n t y , New M e x i c o 
( M i n e r a I i n t e r e s t o n a t t a c h e d m a p ) 

1 . Y a t e s a g r e e s to g r a n t t o N e a r b u r g a n 18 m o n t h , 
1/5 r o y a l t y , n o b o n u s l e a s e . 

2 . S a i d l e a s e w i i l b e l i m i t e d i n d e p t h to 100 ' b e l o w 
t o t a l d e p t h d r i l l e d a n d to t h e p r o d u c i n g p r o r a t i o n 
u n i t . 

3 . R e g a r d i n g a n y l a n d n o t i n a p r o d u c i n g p r o r a t i o n 
u n i t a t t h e e x p i r a t i o n o f t h i s l e a s e , N e a r b u r g s h a l l 
h a v e t h e r i g h t to c o n t i n u o u s d e v e l o p m e n t w i t h n o 
c e s s a t i o n o f m o r e t h a n 180 d a y s o n l a n d s i n s a i d 
l e a s e . 

Due to t h e e x p e c t e d h i g h o p e r a t i n g c o s t s , w e h a v e o f f e r e d 
t e r m s t h a t we f e e l a r e n e c e s s a r y to j u s t i f y t h i s t y p e 
of d r i l l i n g . I w o u l d a p p r e c i a t e y o u r e a r l i e s t p o s s i b l e 
c o n s i d e r a t i o n of t h i s o f f e r , a s we w o u l d l i k e to r e - e n t e r 
t h e C r u s a d e r R a b b i t i n O c t o b e r . 

M a r k K. N e a r b u r g 
L a n d m a n 

M K N / b 

E n c l o s u r e s 



Chama Petroleum Company 

Exploration and Production 
P.O. Box 31405 
5447 Glen Lakes Drue 
Dallas. Texas 75231 
214-739-1778 

October 3, 1983 

R a l p h N i x Company 
P. 0 . Box 617 
A r t e s i a , New Mex ico 88210 

ATTN: M r . B i l l McCaw 

RE: N/2 of Sect ion 8-19S-26E 
Four M i l e Draw Prospect 
Eddy C o u n t y , New Mex ico 

Dear B i l l : 

T h i s l e t t e r is b e i n g w r i t t e n to R a l p h N ix a n d w i f e F r a n c e s , 
Essie G. N i x , y o u r s e l f a n d R a l p h N i x , J r . , i n y o u r c a r e . 
T h i s l e t t e r is a l so b e i n g sent to S tan ley L . Jones, Jonel l 
J . G i lmore , B a r b a r a Qua i l Malone a n d Caro l S. G a r r e t t . 
I am o f f e r i n g the same terms to M a r t i n Yates I I I , Yates 
Pe t ro leum C o r p o r a t i o n a n d Jack McCaw. 

C h a r l e s E. N e a r b u r g ( N e a r b u r g ) p r e v i o u s l y o f f e r e d a 
1/5 r o y a l t y , no b o n u s , 18 month lease term f o r the m i n e r a l 
i n t e r e s t s of the above re fe renced p a r t i e s in the N/2 of 
Sect ion 8 . We commited to r e - e n t e r the C r u s a d e r R a b b i t 
d r y ho le l oca ted in the NE/4 NW/4 of Sect ion 8 be fo re 
December 3 1 , 1983. You re jec ted t h i s o f f e r a n d we made 
a v e r b a l coun te r o f f e r , w h i c h we a re now p u t t i n g in 
w r i t i n g , of a 1/4 r o y a l t y lease, 6 month t e rm , e a r n i n g 
100' be low t o t a l dep th d r i l l e d a n d l i m i t e d to the p r o d u c i n g 
p r o r a t i o n u n i t e s t a b l i s h e d by the New Mexico Oi l Conse rva t i on 
Commiss ion . At the end of the 6 month lease te rm, Chama 
Pet ro leum Company has the r i g h t , bu t not the o b l i g a t i o n , 
to d r i l l o f f se t p r o r a t i o n u n i t s at i n t e r v a l s of 160 days 
f rom the comp le t i on of one we l l to s p u d d i n g of the nex t 
w e l l . I f these o f f se t p r o r a t i o n u n i t s a r e not deve loped , 
such p r o r a t i o n u n i t s w i l l be r e - a s s i g n e d as is a p p r o p r i a t e . 
N e a r b u r g r e - a f f i r m s h i s commitment to r e - e n t e r the C r u s a d e r 
R a b b i t be fo re December 3 1 , 1983 to test v a r i o u s f o r m a t i o n s 
w h i c h were not tested at the t ime the we l l was d r i l l e d . 



M r . B i l l McCaw 
October 3, 1983 
Page 2 

B i l l , we feel t ha t we a re m a k i n g a s u b s t a n t i a l commitment 
to deve lop t h i s a r e a a n d i n a l l f a i r n e s s we do not feel 
i t is r e a s o n a b l e to be l i m i t e d to the p r o d u c i n g f o r m a t i o n 
when we a r e f a c i n g such l a r g e e x p e n d i t u r e s to p roduce 
the h y d r o - c a r b o n s we may f i n d . There is o n l y one r e - e n t r y 
p o s s i b i l i t y in the N/2 of Sect ion 8 a n d eve ry o the r p r o r a t i o n 
u n i t w i l l have to be d r i l l e d f r om s c r a t c h . A d d i t i o n a l l y , 
t h i s r e - e n t r y w i l l not be c h e a p , a n d the re is a p o s s i b i l i t y 
t ha t we c o u l d f i n d someth ing new in t h i s a r e a . We feel 
tha t b e i n g l i m i t e d to the p r o d u c i n g f o r m a t i o n is j u s t 
too severe g i v e n the q u e s t i o n a b l e economics of w h i c h you 
a re so we l l a w a r e . 

These terms a r e v e r y r e a s o n a b l e g i v e n the h i s t o r y of 
the a rea a n d the p o t e n t i a l w a t e r d i sposa l p r o b l e m s . 

# 
The compu lso ry p o o l i n g h e a r i n g , s chedu led f o r October 
12, w h i c h is a necess i t y r e g a r d l e s s of the outcome of 
ou r n e g o t i a t i o n s , has been c o n t i n u e d u n t i l October 26 
i n o r d e r to a l l o w t ime to reso l ve ou r d i f f e r e n c e s r e g a r d i n g 
t h i s a r e a . Shou ld you not w i s h to lease on these te rms , 
we welcome y o u r p a r t i c i p a t i o n . I w o u l d a p p r e c i a t e y o u r 
e a r l i e s t r esponse . 

Yours t r u l y , 

Mark K. Nearburg 
Landman 

MKN/b 

cc : S tan ley L . Jones 
Jone l l J . G i lmore 
B a r b a r a Q u a i l Malone 
Caro l S. G a r r e t t 



Chama Petroleum Company 

Exploration and Production 
P.O. Box 31405 
544 7 Glen Lakes Drive 
Dallas. Texas 75231 
214-739-1778 

M r . S tan ley L . Jones 
P. 0 . Box 994 
Roswe l l , New Mexico 88201 

RE: Four M i l e Draw Prospect 
Eddy Coun ty , New Mexico 

Dear Mr . Jones: 

In f u r t h e r a n c e of my l e t t e r da ted September 20, 1983, 
C h a r l e s E. N e a r b u r g is w i l l i n g to o f f e r you a lease f o r 
e i t h e r the terms s p e c i f i e d i n the l e t t e r of September 20, 
1983, or f o r the f o l l o w i n g terms w h i c h have been ag reed 
to by o t h e r fee m i n e r a l i n t e res t owners in t h i s p r o s p e c t ; 

Thank you a g a i n f o r y o u r e a r l i e s t c o n s i d e r a t i o n of ou r 
o f f e r s . 

Yours t r u l y , 

REGISTERED MAIL 

» 

3 y e a r term 
3/16 r o y a l t y 
$75.00 pe r net m i n e r a l ac re 

Mark K. N e a r b u r g 
Landman 

MKN/b 



Chama Petroleum Company 

Exploration and Production 
P.O. Box 31405 
5447 Glen Lakes Drive 
Dallas. Texas 75231 
214-739-1778 

S e p t e m b e r 20 , 1983 

M r . S t a n l e y L . Jones 
P. 0 . Box 994 
R o s w e l l , New M e x i c o 88201 

R E : S e c t i o n s 8 & 9 - 1 9 S - 2 6 E , NMPM / 
E d d y C o u n t y , New M e x i c o 
F o u r M i l e D r a w P r o s p e c t 

D e a r M r . J o n e s : 

P u r s u a n t t o o u r c o n v e r s a t i o n o f t h i s d a t e , e n c l o s e d p l e a s e 
f i n d a n o f f e r f r o m C h a r l e s E . N e a r b u r g ( N e a r b u r g ) to 
l e a s e y o u r i n t e r e s t ( J o n e s ) i n t h e c a p t i o n e d a r e a . 

N e a r b u r g ' s o f f e r i s a s f o l l o w s : 

N / 2 & S E / 4 S E / 4 Sec . 8 - 1 9 S - 2 6 E , NMPM E d d y C o . , N . M . 
( M i n e r a I i n t e r e s t o n a t t a c h e d s c h e d u l e ) 

1 . Jones a g r e e s to g r a n t to N e a r b u r g a n 18 m o n t h , 
1/5 r o y a l t y , no b o n u s l e a s e . 

2 . Jones s h a l l l e a s e t o N e a r b u r g t h e N /2 of S e c t i o n 
8, s u b j e c t to t h e f o l l o w i n g l i m i t a t i o n s a n d c o m m i t m e n t s . 

a ) N e a r b u r g w i l l c o m m i t to r e - e n t e r t h e C r u s a d e r 
R a b b i t l o c a t e d 1980 ' FWL a n d 6 6 0 ' FNL of S e c t i o n 
8 b e f o r e D e c e m b e r 3 1 , 1983 

b ) N e a r b u r g w i l l a t t e m p t to c o m p l e t e s a i d r e - e n t r y 
i n t h e C i s c o - C a n y o n f o r m a t i o n . I f t h e C i s c o - C a n y o n 
does n o t p r o d u c e , N e a r b u r g s h a l l , a t h i s d i s c r e t i o n , 
a t t e m p t c o m p l e t i o n i n o t h e r f o r m a t i o n s . 

c ) S u b j e c t to c o m p l e t i o n o f a p r o d u c i n g w e l l , N e a r b u r g 
w i l l e a r n a l l r i g h t s i n S e c t i o n 8 to a d e p t h 
o f 100* b e l o w d e p t h d r i l l e d . 



M r . S t a n l e y L . Jones 
S e p t e m b e r 20 , 1983 
P a g e 2 

S e c t i o n 9 - 1 9 S - 2 6 E , NMPM, E d d y C o u n t y , New M e x i c o 
( M i n e r a l i n t e r e s t on a t t a c h e d m a p ) 

1 . J o n e s a g r e e s to g r a n t t o N e a r b u r g a n 18 m o n t h , 
1/5 r o y a l t y , no b o n u s l e a s e . 

2 . S a i d l e a s e w i l l b e l i m i t e d i n d e p t h t o 100 ' b e l o w 
t o t a l d e p t h d r i l l e d a n d to t h e p r o d u c i n g p r o r a t i o n 
u n i t . 

3 . R e g a r d i n g a n y l a n d n o t i n a p r o d u c i n g p r o r a t i o n 
u n i t a t t h e e x p i r a t i o n o f t h i s l e a s e , N e a r b u r g s h a l l 
h a v e t h e r i g h t t o c o n t i n u o u s d e v e l o p m e n t w i t h n o 
c e s s a t i o n o f m o r e t h a n 180 d a y s on l a n d s i n s a i d 
l e a s e . 

Due to t h e e x p e c t e d h i g h o p e r a t i n g c o s t s , we h a v e o f f e r e d 
t e r m s t h a t we f e e l a r e n e c e s s a r y to j u s t i f y t h i s t y p e 
o f d r i l l i n g . I w o u l d a p p r e c i a t e y o u r e a r l i e s t p o s s i b l e 
c o n s i d e r a t i o n o f t h i s o f f e r , a s we w o u l d l i k e t o r e - e n t e r 
t h e C r u s a d e r R a b b i t i n O c t o b e r . 

Y o u r s t r u l y , 

M a r k K. N e a r b u r g 
L a n d m a n 

M K N / b 

E n c l o s u r e s 



Chama Petroleum Company 

Exploration and Production 
PO Box 31405 
5447 Glen Lakes Drive 
Dallas. Texas 75231 
214-739-1778 

October 3, 1983 

R a l p h N ix Company 
P. 0 . Box 617 
A r t e s i a , New Mex ico 88210 

ATTN: M r . B i l l McCaw 

RE: N/2 of Sect ion 8-19S-26E 
Four M i l e Draw Prospect 
Eddy C o u n t y , New Mexico 

Dear B i l l : 

Th i s l e t t e r is b e i n g w r i t t e n to R a l p h N ix a n d w i f e F r a n c e s , 
Essie G. N i x , y o u r s e l f a n d R a l p h N i x , J r . , i n y o u r c a r e . 
Th i s l e t t e r is a l so b e i n g sent to S tan ley L. Jones, Jonel l 
J . G i lmore , B a r b a r a Qua i l Malone a n d Caro l S. G a r r e t t . 
I am o f f e r i n g the same terms to M a r t i n Yates I I I , Yates 
Pe t ro leum C o r p o r a t i o n a n d Jack McCaw. 

C h a r l e s E. N e a r b u r g ( N e a r b u r g ) p r e v i o u s l y o f f e r e d a 
1/5 r o y a l t y , no b o n u s , 18 month lease term fo r the m i n e r a l 
i n t e r e s t s of the above re fe renced p a r t i e s in the N/2 of 
Sect ion 8 . We commited to r e - e n t e r the C r u s a d e r R a b b i t 
d r y ho le l oca ted in the NE/4 NW/4 of Sect ion 8 be fo re 
December 3 1 , 1983. You re jec ted t h i s o f f e r a n d we made 
a v e r b a l coun te r o f f e r , w h i c h we a re now p u t t i n g in 
w r i t i n g , of a 1/4 r o y a l t y lease, 6 month te rm, e a r n i n g 
100' be low to ta l dep th d r i l l e d a n d l i m i t e d to the p r o d u c i n g 
p r o r a t i o n u n i t e s t a b l i s h e d by the New Mexico Oi l C o n s e r v a t i o n 
Commiss ion . At the end of the 6 month lease te rm, Chama 
Pet ro leum Company has the r i g h t , bu t not the o b l i g a t i o n , 
to d r i l l o f f se t p r o r a t i o n u n i t s at i n t e r v a l s of 160 days 
f rom the comp le t i on of one we l l to s p u d d i n g of the nex t 
w e l l . I f these o f fse t p r o r a t i o n u n i t s a r e not deve loped , 
such p r o r a t i o n u n i t s w i l l be r e - a s s i g n e d as is a p p r o p r i a t e . 
N e a r b u r g r e - a f f i r m s h i s commitment to r e - e n t e r the C r u s a d e r 
R a b b i t be fo re December 3 1 , 1983 to test v a r i o u s f o r m a t i o n s 
w h i c h were not tested a t the t ime the we l l was d r i l l e d . 
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B i l l , we fee l t ha t we a re m a k i n g a s u b s t a n t i a l commitment 
to deve lop t h i s a r e a a n d i n a l l f a i r n e s s we do not feel 
i t is r e a s o n a b l e to be l i m i t e d to the p r o d u c i n g f o r m a t i o n 
when we a re f a c i n g such l a r g e e x p e n d i t u r e s to p roduce 
the h y d r o - c a r b o n s we may f i n d . There is o n l y one r e - e n t r y 
p o s s i b i l i t y in the N/2 of Sect ion 8 a n d e v e r y o the r p r o r a t i o n 
u n i t w i l l h a v e to be d r i l l e d f r om s c r a t c h . A d d i t i o n a l l y , 
t h i s r e - e n t r y w i l l not be c h e a p , a n d the re is a p o s s i b i l i t y 
t h a t we c o u l d f i n d someth ing new in t h i s a r e a . We feel 
t ha t b e i n g l i m i t e d to the p r o d u c i n g f o r m a t i o n is j u s t 
too severe g i v e n the q u e s t i o n a b l e economics of w h i c h you 
a re so we l l a w a r e . 

These terms a r e v e r y r e a s o n a b l e g i v e n the h i s t o r y of 
the a rea a n d the p o t e n t i a l w a t e r d i s p o s a l p r o b l e m s . 

• 
The compu lso ry p o o l i n g h e a r i n g , schedu led f o r October 
12, w h i c h is a necess i t y r e g a r d l e s s of the outcome of 
o u r n e g o t i a t i o n s , has been c o n t i n u e d u n t i l October 26 
in o r d e r to a l l o w t ime to reso l ve ou r d i f f e r e n c e s r e g a r d i n g 
t h i s a r e a . Shou ld you not w i s h to lease on these te rms, 
we welcome y o u r p a r t i c i p a t i o n . I w o u l d a p p r e c i a t e y o u r 
e a r l i e s t r esponse . 

Yours t r u l y , 

Mark K. Nearburg 
Landman 

MKN/b 

cc : S tan ley L . Jones 
Jone l l J . G i lmore 
B a r b a r a Qua i l Malone 
Caro l S. G a r r e t t 



Chama Petroleum Company 

Exploration and Production 
P.O. Box 31^05 
5447 Glen Lakes Drive 
Dallas. Texas 75231 
214-739-1778 

S e p t e m b e r 28, 1983 

M r s . J o n e l l Jones G i l m o r e 
201 W. R i c h a r d s o n 
A r t e s i a , New M e x i c o 88210 

R E : F o u r M i l e D r a w P r o s p e c t 
E d d y C o u n t y , New M e x i c o 

D e a r M r s . G i l m o r e : 

I n f u r t h e r a n c e o f my l e t t e r d a t e d S e p t e m b e r 20 , 1983, 
C h a r l e s E . N e a r b u r g i s w i l l i n g to o f f e r y o u a l e a s e f o r 
e i t h e r t h e t e r m s s p e c i f i e d i n t h e l e t t e r o f S e p t e m b e r 20 , 
1983, o r f o r t h e f o l l o w i n g t e r m s w h i c h h a v e b e e n a g r e e d 
to b y o t h e r f ee m i n e r a l i n t e r e s t o w n e r s i n t h i s p r o s p e c t ; 

T h a n k y o u a g a i n f o r y o u r e a r l i e s t c o n s i d e r a t i o n o f o u r 
o f f e r s . 

Y o u r s t r u l y , 

REGISTERED M A I L 

3 y e a r t e r m 
3 / 1 6 r o y a l t y 
$ 7 5 . 0 0 p e r n e t m i n e r a l a c r e 

M a r k K. N e a r b u r g 
L a n d m a n 

M K N / b 



Chama Petroleum Company 

Exploration and Production 
P.O. Box 31405 
544 7 Glen Lakes Drive 
Dallas. Texas 75231 
214-739-1778 

S e p t e m b e r 2 0 , 1983 

M r s . J o n e l l Jones G i l m o r e 
201 W. R i c h a r d s o n 
A r t e s i a , New M e x i c o 88210 

R E : S e c t i o n s 8 & 9 - 1 9 S - 2 6 E , NMPM 
E d d y C o u n t y , New M e x i c o 
F o u r M i l e D r a w P r o s p e c t 

D e a r M r s . G i l m o r e : 

E n c l o s e d p l e a s e f i n d a n o f f e r f r o m C h a r l e s E . N e a r b u r g 
( N e a r b u r g ) to l e a s e y o u r i n t e r e s t ( G i l m o r e ) i n t h e c a p t i o n e d 
a r e a . 

N e a r b u r g ' s o f f e r i s a s f o l l o w s : 

N / 2 & S E / 4 S E / 4 Sec . 8 - 1 9 S - 2 6 E , NMPM E d d y C o . , N . M . 
( M i n e r a l i n t e r e s t o n a t t a c h e d s c h e d u l e ) 

1 . G i l m o r e a g r e e s to g r a n t t o N e a r b u r g a n 18 m o n t h , 
1/5 r o y a l t y , n o b o n u s l e a s e . 

2 . G i l m o r e s h a l l l e a s e to N e a r b u r g t h e N /2 o f S e c t i o n 
8 , s u b j e c t to t h e f o l l o w i n g l i m i t a t i o n s a n d c o m m i t m e n t s . 

a ) N e a r b u r g w i l l c o m m i t to r e - e n t e r t h e C r u s a d e r 
R a b b i t l o c a t e d 1980 ' FWL a n d 660* FNL o f S e c t i o n 
8 b e f o r e D e c e m b e r 31 , 1983 . 

b ) N e a r b u r g w i l l a t t e m p t to c o m p l e t e s a i d r e - e n t r y 
i n t h e C i s c o - C a n y o n f o r m a t i o n . I f t h e C i s c o - C a n y o n 
does n o t p r o d u c e , N e a r b u r g s h a l l , a t h i s d i s c r e t i o n , 
a t t e m p t c o m p l e t i o n i n o t h e r f o r m a t i o n s . 

c ) S u b j e c t to c o m p l e t i o n o f a p r o d u c i n g w e l l , N e a r b u r g 
w i l l e a r n a l l r i g h t s i n S e c t i o n 8 to a d e p t h 
o f 100 ' b e l o w d e p t h d r i l l e d . 



M r s . J o n e l l Jones G i l m o r e 
S e p t e m b e r 2 0 , 1983 
P a g e 2 

S e c t i o n 9 - 1 9 S - 2 6 E , NMPM, E d d y C o u n t y , New M e x i c o 
( M i n e r a l i n t e r e s t o n a t t a c h e d m a p ) 

1 . G i l m o r e a g r e e s to g r a n t t o N e a r b u r g a n 18 m o n t h , 
1/5 r o y a l t y , no b o n u s l e a s e . 

2 . S a i d l e a s e w i l l b e l i m i t e d i n d e p t h to 100 ' b e l o w 
t o t a l d e p t h d r i l l e d a n d to t h e p r o d u c i n g p r o r a t i o n 
u n i t . 

3 . R e g a r d i n g a n y l a n d n o t i n a p r o d u c i n g p r o r a t i o n 
u n i t a t t h e e x p i r a t i o n o f t h i s l e a s e , N e a r b u r g s h a l l 
h a v e t h e r i g h t to c o n t i n u o u s d e v e l o p m e n t w i t h n o 
c e s s a t i o n o f m o r e t h a n 180 d a y s o n l a n d s i n s a i d 
l e a s e . 

Due to t h e e x p e c t e d h i g h o p e r a t i n g c o s t s , we h a v e o f f e r e d 
t e r m s t h a t we f e e l a r e n e c e s s a r y to j u s t i f y t h i s t y p e 
o f d r i l l i n g . I w o u l d a p p r e c i a t e y o u r e a r l i e s t p o s s i b l e 
c o n s i d e r a t i o n o f t h i s o f f e r , a s we w o u l d l i k e to r e - e n t e r 
t h e C r u s a d e r R a b b i t i n O c t o b e r . 

Y o u r s t r u l y , 

L a n d m a n 

M K N / b 

E n c l o s u r e s 


