
BEFORE THE 
( OIL CONSERVATION DIVISION 

Santa Fe, New Mexico 

LEASE NO:V05110 0000 

Case No. 11839 Exhibit No. 
OIL AND GAS LEASE 
(Discovery Form) 

Submitted hy Yates Pftml*iim Corporation 
THIS AGREEMENT, dated J u l y 0 1 , 1997, between the state of New Mexico, ac 

' " Hearing Pat"- Rpptemher 4. 1997 
YATES PETROLEUM CORPORATION 
105 SOUTH FOURTH STREET 
ARTESIA,NM 88210 

hereinafter called the "lessee", 

WITNESSETH: 

WHEREAS, the lessee has Tiled in the office of the commissioner of public lands an application for an oil and gas lease covering the lands hereinafter 
described and has tendered therewith the required first payment; and 

WHEREAS, all of the requirements of law relative to the application and tender have been duly complied with; 

THEREFORE, in consideration of the premises as well as the sum of F I F T Y - F O U R T H O U S A N D and 00/100 dollars 
(S54,000.00), the same being the amount of the tender above mentioned, and the further sum of $30.00 filing fee, and of the covenants and agreements 
hereinafter contained, the lessor does hereby grant, demise, lease and let unto the said lessee, exclusively, for the sole and only purpose of exploration, 
development and production of oil or gas (including carbon dioxide and helium), or both thereon and therefrom with the right to own all oil and gas so produced 
and saved therefrom and not reserved as royalty by the lessor under the terms of this lease, together with rights-of-way, casements and servitudes for pipelines, 
telephone lines, tanks, power houses, stations, gasoline plants and fixtures for producing, treating and caring for such products, and housing and boarding 
employees, and any and all rights and privileges necessary, incident lo or convenient for the economical operation of said land, for oil and gas, with right for such 
purposes to the free use of oil, gas, casing-head gas or water from said lands, but not from lessor's water wells, and with the rights of removing cither during or 
after the term hereof, all and any improvements placed or erected on the premises by the lessee, including the right to pull all casing, subject, however, to the 
covenants and conditions hereinafter set out, the following described land situated in the count(yXics) of Eddy, state of New Mexico, and more particularly 
described as follows: 

Subdivisions Section Twn Rgc Acres Institution . 
LOT(S) 1(40.45), 2(40.55), 3(40.65), 4(40.75), E2, 30 19S 26E 642.40 TPB 
E2W2 (ALL) 

Said lands having been awarded to lessee and designated as Tract No.VO-O-0001 at public sale held by the commissioner of public lands on 

June 17,1997. 

To have and to hold said land, and all the rights and privileges granted hereunder, to and unto the lessee for a primary term of five years from the dale 
hereof, and as long thereafter as oil and gas, or cither of them, is produced in paying quantities from said land by lessee, subject to all of the terms and conditions 
as hereinafter set forth. 

In consideration of the premises the parties convenant and agree as follows: 

1. Subject to the free use without royalty, as hereinbefore provided, the lessee shall pay the lessor as royalty one-sixth part of the oil produced and 
saved from the leased premises or the cash value thereof, at the option of the lessor, such value to be the price prevailing the day oil is run into a pipeline, if the oil 
be run into a pipeline ,or into storage tanks, if the oil is stored 

2. Subject to the free use without royalty, as hereinbefore provided, at the option of the lessor at any time and from time to lime, the lessee shall psy 
the lessor as royalty one-sixth part of the gas produced and saved from the leased premises, including casing-head gas. Unless said option is exercised by lessor, 
the lessee shall pay the lessor as royalty one-sixth of the cash value of the gas, including casing-head gas. produced and saved from the leased premises and 
marketed or utilized, such value to be equal to the net proceeds derived from the sale of such gas in the field; provided, however, the cash value for royalty 
purposes of carbon dioxide gas and of hydrocarbon gas delivered to a gasoline plant for extraction of liquid hydrocarbons shall be equal to the net proceed* 
derived from the sale of such gas, including any liquid hydrocarbons recovered therefrom. 
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(' c 
10. In d r i l l i ng we lU »JI waler-bcar ing st ra i t shall be noted in the log, snd the lessor reserves the right l o require that a l l or any part o f the casing shall 

be left in any nonproduct ive we l l when lessor deems it to the interest o f the beneficiaries of the lands granted hereunder to mainta in said we l l or wel ls for water. 

For such casing so left i n we l ls the lessor shall pay lo the lessee the reasonable value thereof. 

1 1 . Lessee shal l be l iable and agree to pay o f a l l damages lo the range, l ivestock, g rowing crops or improvements caused by leasee*! operations on said 

lands. When requested by the leaser the leasee shall bury pipelines below p low depth. 

12. The leasee shall not remove any machinery or f ixtures placed oo said premises, nor draw the casing f r om any wel l unless and unt i l a l l payments 

and obl igat ions due the lessor under the terms o f this agreement shall have been paid or sat is f ied The leasee's right to remove the casing is subject lo the 

provision o f Paragraph 10 above, 

13. Upon fa i lure or default o f the leasee to comply w i th any o f the provisions or covenants hereof, the lessor is hereby authorized lo cancel this lease 

and such cancellat ion shall extend to and include al l rights hereunder as to the whole o f the tract so c la imed, or possessed by the lessee, but shall not extend lo , nor 

aftcct the rights o f any other leasee or assignee c la iming any port ion o f the lands upon which no default has been made; p rov ided however, that before any such 

cancellat ion shall be made, the lessor shall ma i l to the leasee so default ing, by registered or cert i f ied ma i l , addressed to the post-off ice address o f such lessee as 

shown by the records o f the stale land of f ice, a notice o f intent ion o f cancellation specifying the default for wh i ch cancel lat ion ia to be made, and i f w i t h in th i r ty 

days f rom the date o f m a i l i n g said notice the said leasee shall remedy the default specified in said notice, cancellat ion shall not be made. 

14. I f this lease shal l have been maintained "tn accordance w i th the provisions hereof and i f a l the expirat ion o f the pr imary term provided for herein o i l 

or gas is not being produced on said land but leasee is then engaged in bona fide d r i l l i ng or rework ing operations thereon, this lease shal l remain in f u l l force and 

effect so long as such operations are d i l igent ly prosecuted a n d i f they rault i n the product ion o f o i l or gas, so long thereafter as o i l and gas in pay ing quantit ies, or 

either o f them, is produced from said land; provided, however, such operations extending beyond the pr imary term shall be approved by the lessor upon wri t ten 

appl icat ion f i led w i th the lessor on or before the expirat ion o f said term, and a report o f the status o f a l l such operations shal l be made by the leasee to the lessor 

every th i r ty da^s and a cessation o f such opera lions for more than twenty consecutive days shall be considered as an abandonment o f such operations and this iease 

shall thereupon terminate. 

I f du r ing the d r i l l i ng or rework ing o f any wel l under this section, lessee loses or j unks the hole or we l l and after di l igent efforts in good faith 

is unable to complete said operations, then w i th in twenty days after the abandonment o f said operations, lessee may commence another we l l w i th in three hundred 

Ih i r ty feet o f the lost or j u n k e d hole or we l l and dr i l l the same w i t h due dil igence. 

Operations commenced and continued as herein provided shall extend this lease as to al l lands as to wh ich the same is in fu l l force and 

effect as o f the t ime said d r i l l i ng operations are commenced; p rov ided however, this lease shall be subject to cancellat ion in accordance w i th Paragraph 13 hereof 

for fa i lure t o pay rentals or f i le reports wh i ch may become due wh i le operations sre being conducted hereunder. 

15. Should product ion o f o i l and gas or cither o f them in paying quantities be obtained whi le this lease is in force and effect and should thereafter 

cease f rom any cause after the expirat ion o f f ive years from the date hereof this lease shall not terminate i f lessee commences addi t ional d r i l l i ng or rework ing 

operations w i t h i n sixty days after the cessation o f such product ion and shall remain in fu l l force and effect so long as such operations are prosecuted in good faith 

w i t h no cessation o f more than twenty consecutive days, and i f such operations result i n the product ion o f o i l or gas in pay ing quantit ies, so long thereafter as o i l 

or gas in pay ing quantit ies is produced f rom said land; provided, however, wri t ten notice o f intention to commence such operations shall be f i led w i th the lessor 

w i th in th i r ty days after the cessation o f such product ion, and a report o f the status o f such operations shall be made by the lessee to the lessor every th i r ty days, snd 

the cessation o f such operations for more than twenty consecutive days shall be considered as an abandonment o f such operations and this lease shall thereupon 

terminate. 

16. Leasee, inc lud ing their heirs, assigns, agents and contractors shall at their own expense fu l l y comply w i th al l laws, regulat ions, rules, ordinances 

and requirements o f the c i ty , county, state, federal authorities and agencies, in al l matters and things affect ing the premises and operations thereon which may be 

enacted or promulgated under tbe governmental pol ice powers pertaining to publ ic heahh and welfare, inc lud ing but not l imi ted to conservation, sanitation, 

aesthetics, po l lu t ion , cu l tura l properties, (ire and ecology. Such agencies sre not l o be deemed th i rd party beneficiaries hereunder, however, t h i i clause is 

enforceable by the lessor in any manner provided in this lease or by law. 

17. Should leaser desire l o exercise its rights to take in -k ind its royal ty share o f o i l , g s j or associated substances or purchase al l or any part of the o i l , 

gas or asaociated substances produced from the lands covered by this lease, the Icaaee hereby irrevocably consents to the lessor exercising its right. Such consent i t 

s consent to the terminat ion o f any supplier/purchaser relationship between the lessor and the lexaee deemed to exist under federal regulations. Lessee further 

agrees that it w i l l require any purchaser o f o i l . gas or associated subctancc to l ikewise waive any such rights. 

18. Lessor reserves a cont inu ing opt ion to purchase at any time and from time to l ime , at the market price prevai l ing in the area on the dale o f 

purchase, a l l or any part o f the minerals (o i l and gas) that w i l l be produced from the lands covered by this lease. 

19. Lessor reserves the right l o execute leases for gcothcrrnal resource development and operation thereon; the right l o sell or dispose o f the 

gcolhcrmal resources o f such lands; and the right to grant r ights-of-way and easements for these purposes. 

20. A l l terms o f this agreement shall extend lo and bind the heirs, executors, adrninirualor, successors and assigns o f the p M U a hereto. 



(uonEJodio^) (3P1JL) 

* q ' 61 

JO 

' jo Xcp" 

yt 

Js6l/H790CZ-O 

:soiidx3 uotssauiuoo. ^ 

uonaiodioo pres jo jiuqoq uo 'uoueiodioo" 
(ourejsi) 

ss 

ss 

siqi ODJ ojojoq po8po|MOu>i3E SEM luoujiuisiji 8U;O2DJOJ S l\± 

JO AXNfii )D 

JOHXVLS 

(NOLLVrJOcTHOO Aa INHlAJOaHTMON^: V) 

1.4 - / -L-- :toj 1(1x3 uoircituiuoj , Ĵ J 
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