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Reference i5 made to the following:

1. United States O and Gas Lease NM 086 (“the Leasw:"), dated October 1,
1951, from the United States of America to R. E. Jinsen, covering all of
Section 25, Township 19 South, Range 34 East, NM.P. M., Lea County, New
Mexico;

Z. The Govermment E-1 Well ("the Well") located {n the SE%SW% of said
Section 45, 610’ from the south line and 1,880' from the west line of said
Section 25,

Subject to the provisions of this Assignment, and for $10.00 and cother good and
valuable consideration, the recelpt and sufficlency of which are hereby acknowledged,
Armstrong Energy Carporation, and Thomas K. Scrogpin and Donna Scroggin, husband
and wife, (collectively “Assignors") grant and asdgn to Surface Vater Dlsposal, Inc.
("Aasipaee"), P. O. Box 925, Hobhs, New Mexico 58240, all of Assignors’ righst, titte and
interest in and to the Well and the well bore of the Well.

‘To the extent that Assiguors have the right to do 50, Assignee shall have the right
to use the well bore of the Well solely for the purpose of dispasing of sait water into depths
or formations from 5,250' subsurface down to the base of the Morrow formation, said base
being more particularly described at a depth of 13,500' a2 found in the West Peax] State
No. 1 Wel), located 660'. from the north| line and 560" Irom the east Hne of Section 2,
Township 20 South, Range 34 East, N.M.P.M., Lea County, New Medeo. Assignes shall
not have the right to yse the well bore of the Well for any other purpose whatspever,
specifically Including, but mot limited to, the production of oil, gas or hydrocarbon
substances, . .

Assignee shall also have the cight af use to the surface area comumonly referred to
ag the "well pad" whigh iz described as the ares surrounding the well bore which has been
cleared and established for the purpase of lastaliing equipment necessary for the operation
and maintsnance of production or disposdl procedures.

In additon to the foregoing, Assignors grant to Assignee the casing wellhead and ah
down hole casing in the well bore of the well. Azsignors have no knowledge of any defect
or problem with regard to the condition of the casing.

The following rights, titles and interests are hereby excluded from the operation of
thiy Assigniment, and are excepted and reserved te Assignors: ) ‘

(@ ail ope.x:uung rights and any other {nterest whatsoever ln, to or under the

» .

() 2l oil, gas, hydrocarbon substances, and other ninerals In and under and
that may be produced from gald Section 25, together with the right to explore
for, produce and market the same;

(0  =)! equipment and fixturey focated upon, attached to or used In congection
wth the Well save and except for down hole casing In the well bore of the
elly | .

()  any and'all other rights, titles and interests not expressly granted by this
Asdignment,’

Assignors hereby waive any and all rights and title to skim ofl which may be
contained and marketed by Assignee as 2 by-product of trangpartad Higpasal water.
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This Assignment shall be subject to the Lease, and to the provisgions of that certaln
Assigninent of Operatiog Rights and Bill of Sale from Mobil Producing Texas & New
Mexico Inc. to Armstrong Enerpy Corparution, dated Maxch 31, 1988, effective April 1,
1988, recorded In Book 494, page 734 of the records of Lea County, New Mexjco (the
"Mobi} Amign_mmt”). ‘

Asgsignee assumes, and agrees to tbmely performy snd discharpe, all duties aand
obligations of the Assignors under the Lease, the Mobll Assignment, or any applicable
agreement, statute, regulation, rule, order, or law, insofar and only insofar as the zame
pertain or apply to the Well, Such duties and obligations shall include, but shall not be
limited to, those pertalping to plugging, abandoning, closure of related pits, restoration of
the surface location of the Well, and environmental or pollution clean up ot remedfation.
Asslgnee shall also timely perform and discharge all duties and obligations under, and
comply with, all applicahle statutes, regulations, rules, arders, or Iaws periaining to the wse
and operation of the Well for salt water dlsposal, Including, but oot limited to, obtalning
al] pecessary permits, conseuots, authorkzations, easemients or rights of way. Assipgnee shall
also comply with ali applicable statutes, regulations, rules, ordess or laws pertuining to
environmental matters, fucluding those pertalning to clean up or remediation.

Assignee acknowledges that it has been cautioned that subsurface formations may
contain matufully occurring radfoactive materinl ("NORM").  Assignee further
acknowledges that it has been cantioned that previous activities relsting to the Well may
have resulted in the concentration of certajn levels of NORM on facilitles, equipment, pipe
and casing so that, when brought to the surface, a health herayd may exist in connection
with the removal, handling or disposal of snch NORM contaminated facilities, equipment,
pipe or cazing, if proper environmental regulatory or industyial hygiene procedures are not
observed, The:presence of NORM in or on facilitfes, equipment, pipe or casing in or on
the Well or the well bore of the Well which are owned by or controlied by Assignee on or
after the cffeitive date of this Assipnment shal] he the sole respapsibliity of Aszigmee.

For purposes of this paragraph, the term "Clgims" shall mean alt claims, losses,
damages, dentands, suits, causes of action, Yabllities, fines, penalties, expenses and costs
(tncluding attorueys’ {ees, costs of litigation and/og Investigation, and other costs associated
therewith). Assignee shall fully protect, indemnify and defend Asstgnors and thedr officers,
agents, employees, directors and shareholders against, and shall hold Assigmars and their
officers, agenss, employees, directors and shareholders havmless from, any and all Claims
which accrue or are asserted on or after the effective date of this Arsignment arising out
of, related to or ity any way connected with, jndirectly or directly, in whole or in part, the
ownership or operation of the Well, the well bore of the Well, and any facilitfes,
equipment, plpe or casing, or any interest therein, by the Astignee, including, but aat
limited to, any Claimma related to the following:

(®  all duties and abligations which Ascignee has assumed and agreed to perform
and discharge to this Assignment; ,

@D iﬂuﬁmordMMm\ymm

(i) damage to or loss of any propexty or resource, or any Interest therelu,
i‘ggh;;linz. but not limjted to, subsarface strata and formations, and minerals
2 plices

@iv)  pollufion, contamination or environmental damage, Bability or violation of
any kind, including but ngt limited to, those reluting to the generstion,
mlea@p, discharge, transportation or disposal of any of the following:
hazzrdous, toxic or radionctive materials, substances or wastes, or other
poliutants, contaminants or wastes;
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(y) the presence of any NORM contaminated facilities, equipment, pipe or casing
including, but not limited to, such Clain2 as may relate to the use, resale,
removal, handling or disposal of any suck NORM contaminated faciljties,
equipment, pipe or casing.

The indemnities and’ obllgphous to defend set forth above shall apply regardless of the
cause, and repardlesy of whether any such Cleims arise in whole or in part from any act,
omission, negligence or strict llability of Assignee or Its officers, agents, emplayces,
directors or shareholders, or.any other person or entity, whether Iinposed by rula of lav,
statute or regulation.,

This Assigument is executed and delivered without warranties or ropresentations of
any kind, express or implied, including, but not limited to, warrantivs of title or condition.
AU property conveyed or assigned hereby iy conveyed "AS IS". Assiguee repressuts and
warrants that it hus Inspected the Well and is satisfied with the condlition thereof, "AS IS".
Assignors make no varrantles or representations of any kind with regard to the suitability -
of the Well for use as a disposal well, or regarding the legality or propriety of uslng the
Well as g disposal well, or regardlng the mu:!!hood of Asslgnee uhtamlng nmary parmlts

Notwithstending the foregoing dlsclaimers and limitations, Assignors have executed
and delivered this Assignment with fufl substitution and subrogation of Asalgnee in and to
all wasranties, representations aud covenants previously made by othevs with respect to the
rights, dtitlez and Interests conveyed hereby.

This Assignment shall be effectiveasof _ 5~.3/ , 1994,

ARMSTRONG ENERGY CORPORATION

TR Sy~

Thomas'K. Scroggi? 7
Donna %gﬁn E %%

SUBSURFACE WATER DISFOSAL, INC.
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STATE OF NEW MEXICO )
)
COUNTY OF CHAVES )

This instrument was acknowledged before me on May 13 » 1994
by Robert G. Armstrong as President of ARMSTRONG ENERGY CORPORATION, a

New, Mm:lcu Mrpomﬂon, on behalf of sald corporation,
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STATE OF NEW. MEXICO
COUNTY OF EDDY

Thix instrnment was acknowledged before me on ‘1Y Zg? 43 , 1994

by THOMAS K. SCROGGIN and DONNA SCROGGIN.

mgo un,Exph‘ﬁ Notary Publie
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STATE OF NEW MEXICO )
)

was le d fore me on 3/ , 1994
of SUBSURIFACE WATER DISPOSAL,
; corporat on. on bcha!r of said covpl ration,
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