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February 12, 1998 

Charles M. Fuchtman 
P.O. Box 10109 
Huntsville, AL 35801 

CERTIFIED MAIL 
RETURN RECEIPT REQUESTED 

RE: Field APK State Com #3 
Township 16 South. Ranqe 35 East, NMPM 
Section 2: 3300' FSL and 760' FWL 
Lea County, New Mexico 

Dear Mr. Fuchtman: 

Yates Petroleum Corporation proposes the drilling of the captioned well to test the 
Morrow formation at approximately 12,600'. Enclosed is our AFE setting out dry hole 
costs of $657,200 and completed well costs of $1,213,200. If you desire to participate, 
please execute and return the AFE to our office, and I will forward our Operating 
Agreement for your execution. 

Should you not wish to participate, we enclose herewith a one (1) year Paid-Up Oil and 
Gas Lease, providing you a 1/4 royalty. Please execute, notarize and return one (1) 
original to our office. 

If you would like to visit regarding either of the above offers, please call me at 505-748-
4351. 

Thank you. 
Very truly yours, 

YATES PETROLEUM CORPORATION 

Robert Bullock 
Landman 

RB/ljf 
enclosures 



Z MM3 310 
US Postal Service 

, Receipt for Certified Mail 
No Insurance Coverage Provided. 

cftSrfes M. Fuchtman 

Huntsville. AL 35801 
Post Office, State, & ZIP Code 

Postage $ 

Certified Fee 

Special Delivery Fee 

Restricted Delivery Fee 

I Return Receipt Showing to 
- Whom & Date Delivered 
i Return Receipt Showing to Whom, 
* Date, & Addressee's Address 
> 
> TOTAL Postage & Fees 
) $ 
' Postmark or Date 
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SENDER: 
•Complete items 1 and/or 2 for additional services. 
•Complete items 3, 4a, and 4b. 
• Print yrtjr name and address on the reverse of this form so that we can return this 

card to you. 
•Attach this form to tha front of the mailpiece, or on the back if space does not 

permit. 
• Write 'Return Receipt Requested' on the mailpiece below the article number. 
•The Return Receipt will show to whom the article was delivered and the date 

delivered. 

I also wish to receive the 
following services (for an 
extra fee): 

1. • Addressee's Address 

2. • Restricted Delivery 

Consult postmaster for fee. 
3. Article Addressed to: 

Charles M. Fuchtman ~ " 
P.O. Box 10109 
Huntsville, AL 35801 

4a. Article Number 

X vV3 s>;o 39-/ 
3. Article Addressed to: 

Charles M. Fuchtman ~ " 
P.O. Box 10109 
Huntsville, AL 35801 

4b. Service Type 
• Registered fflLCertiflaa 
• Express Mail • Insured 
• Return Receipt for Merchandise • COD 

3. Article Addressed to: 

Charles M. Fuchtman ~ " 
P.O. Box 10109 
Huntsville, AL 35801 

7. Date of Delivery 

rJ2//f/fX 
5. Received By: (Print Name) 8. Addressee's Address (Only if requested 

and fee is paid) 

^ 4 3 Ks /-tc 
6. Signature: (Addressee or Agent) 

8. Addressee's Address (Only if requested 
and fee is paid) 

^ 4 3 Ks /-tc 
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PS Form 3811, December 1994 102595-97-B-O179 Domestic Return Receipt 



TE5 
PETROLEUM 
CDRPDRHTIDN 

AUTHORITY FOR EXPENDITURE 
NEW DRILLING & RECOMPLETION 

105 SOUTH FOURTH STREET 

ARTESIA. NEWMEXICO88210 

TELEPHONE (505) 748-1471 

AFE Type: Well Objective: Well Type: 

AFE NO. 
AFE DATE 

AFE STATUS: 

97-343-0 
11/26/97 

X New Drilling 

Recompletion 

X Oil 

X Gas 

Injector 

Development X Original 

X Exploratory Revised 

Final 

LEASE NAME 
COUNTY 
LEGAL DESC. 
FIELD 

DIVISION CODE 
DISTRICT CODE 
BRANCH CODE 

Field APK State Com. #3 
Lea 
3,300' FSL 8,760' FWL 

PROJ'D DEPTH 
STATE 
LOCATION 
HORIZON 

12,600' 
New Mexico 
Section 2-16S-35E 
Morrow 

100 DIVISION NAME 
DISTRICT NAME 
BRANCH NAME 

Oil & Gas Division 

PROGNOSIS: 

INTANGIBLE DRILLING COSTS: DRY HOLE COMP'D WELL 
920-100 Staking, Permit & Legal Fees 1,200 1,200 
920-110 Location, Right-of-Way 15,000 15,000 
920-120 Drilling, Footage 
920-130 Drilling, Daywork 41 days @ $7400/day + $40k mobi l i za t ion 365,000 365,000 
920-140 Drilling Water, Fasline Rental 15,000 15,000 

920-150 Drilling Mud & Additives 32,000 32,000 

920-160 Mud Logging Unit, Sample Bags 11,600 11,600 

920-170 Cementing - Surface Casing 24,000 24,000 

920-180 Drill Stem Testing, OHT 2 DST's 10,000 10,000 
920-190 Electric Logs & Tape Copies 25,400 25,400 

920-200 Tools & Equip. Rntl., Trkg. & Welding 24,500 24,500 
920-210 Supervision & Overhead 17,400 17,400 
920-220 Contingency 

920-230 
920-240 
920-350 
920-410 
920-420 
920-430 
920-440 
920-450 
920-460 
920-470 
920-480 
920-490 
920-510 
920-500 

Coring, Tools & Service 
Bits, Tool & Supplies Purchase 
Cementing - Production Casing 
Completion Unit - Swabbing 
Water for Completion 
Mud & Additives for Completion 
Cementing - Completion 
Elec. Logs, Testing, Etc. - Completion 
Tools & Equip. Rental, Etc. - Completion 
Stimulation for Completion one zone test only 
Supervision & O/H - Completion 
Additional LOC Charges - Completion 
Bits, Tools & Supplies - Completion 
Contingency for Completion 

TOTAL INTANGIBLE DRILLING COSTS 

50,000 50,000 
36,500 
10,000 
8,000 
1,000 

35,000 
20,000 

100,000 
3,100 
1,200 
1,800 

591,100 807,700 

TANGIBLE EQUIPMENT COSTS: 
930-010 
930-020 

930-030 

930-040 

Christmas Tree & Wellhead 
Casing 11-3/4" Q 450' 

. „ . „ „ . „ . . . . ^ . . „ . „ . . „ . „ „ . . . 

Tubing JJJK3.12*99'... 
Packer & Special Equipment 

2,000 26,000 
7,600 7,600 

56,500 56,500 
93,000 

35,000 
8,000 

940-010 Pumping Equipment including $20,000 for electricity 116,000 

940-020 Storage Facilities 22,700 

940-030 Separation Equip., Flowlines, Misc. 25,000 

940-040 Trucking & Construction Costs 15,700 

TOTAL TANGIBLE EQUIPMENT COSTS 66,100 405,500 

TOTAL COSTS 657,200 1,213,200 

APPROVAL OF THIS AFE CONSTITUTES APPROVAL OF OPERATOR'S OPTION TO CHARGE THE JOINT ACCOUNT WITH TUBULAR GOODS 
FROM THE OPERATOR'S WAREHOUSE STOCK AT THE RATES STATED ABOVE. 

Prepared Operations 
By AL SPRINGER Approval 

OWNER SHARE 

BY DATE 

BY DATE 

BY DATE 



Producer! 88 Rer. 1 Year Lease)5-96 (One YEAR PAID UP LEASE) Form 345 
- • O I L AND GAS L E A S E Hin-PoorbeujhPrcu.be. 

Roswell, New Mexico 
THIS AGREEMENT made this ; 12th ^ o f F e b r u a r y • 19_J*£j>etween 

Charles M. Fuchtman,.dealing in his sole and separate property,.LESSOR; and "YATES 
PETROLEUM CORPORATION - 70%, YATES DRILLING COMPANY - 10%, ABO PETROLEUM CORPORATION- 10%, 
MYCO INDUSTRIES, INC. - 10%, a l l New Mexico corporations", LESSEE, " 

•Lessee WITNESSETH: 
I. LeiicflneoniMenrioarf Ten and no/100 • : •— — , • , n^ir. 

(S 10-00 1 In hand paid, of die royalties herein provided and of the agreements of Leuee herein contained, hereby grants, leaies and lett exchiaivaly unto Leaee for tbe ' 
purpose of Investigating, exploring, respecting, drilling and mining for and produdny oil tnd pi. laying pipe Itnei, hntMing rkmAt, our*, p~~> .frt™.., ffWhtme V«4 nM ntbrt trroftimt 
hereon and on. ovef and atrouIincUcwiŝ  
the following described land In ' • . Lea . County, New Mexico • • .. f fn.^ 

Township 16 South, Range 35. East, NMPM.' 
Section 2: SW/4SW/4 

2. Without reference to the commencement, prosecution or cessation at any time of drilling or other development operadons and/or to the discovery, development or cessation at uy >ime of 
production of oil or gas and without further ran/meats than the royaldes herein provided, andjiotwithstandlng anything else herein contained to tbe contrary, this lease shaU be for a term of. .1 yean 
from this date (called "primary term") and as long thereafter as oil or gas is produced from'said land or land wim which said land is pooled bereun^ 

3. The royaldes to be paid by Lessee are: (a) on oil,. of that produced and saved from said land, the same to be delivered at the weUs or to tbe credit of Lessor into the pipe line to 
which the wells may be connected; Lessee may from time to time purchase any royalty oil in its possession, paving tbe market priceTherefor prevailing for the field where produced on the date of 
purchase; (b) on gas, including casWiead gas or other gaseous substance, produced from said land, and sold, or used off the premises oWord̂ exltacd̂  or ether product therefrom, 
themnrtetvilnaatfhawellflf . 1 / fr of tha pas 10 sold or used, provided that onffti mid tt the walls Ihe mytlty th.llhn 1 / 4 ' of the SStOtimrealiiedfiotnStlch sale; whQe 
there is a gas well on this lease pr on acreage pooled therewith but guUiiot being sold or used, Lessee may pay or tender 
Is shut in and thereafter at annual intervals tbe sum of $1.00peracre,andif such payrnentbmade or tendered̂  
this lease in paying quantities. Paymentor tender of said shut-in gas royalty inay be made by cbeck or dr^ 
payment is due. Ir.turi shall have free tiiaofofl. gai. coal md water from said land, except water from Lessor's wells, for ill rjperaiiarjt hereunder, tnrl rha fwytlrjuwi ntl WHA rmt tt>tj] hf 
after deducting any so used, • ' .. V, ••. ;' 

4. Lessee, at its option, is hereby given tbe right and power to pool or combine tte acreage covered by this lease, OT any r ^ 
or leases in tbe ircnxdiatevlcirdty thereof ttdie.extent, hereinafter stipulaM 
said leased premises in ccinpllancewith tbe spedng rules of tbe New Mexico Oil Conservation 
the conservation of oil and gas m ssd under and that may be produced from said premises. Units pooled for oil hereunder shag not rnhkt inrtstly exceed 40 teat each to area, and units pooled for 
p t h>f>i.n/W rt.n nr* mhtttnrltlly rrtewrA tn y M rMt\ terat « e h pliiiatnlaranea nf 1 ft* Ihmnf, pmvMeH thnt thnnM gnvwnmtmhil tnlhnrlly f i . v l . t jnrt^/^n^ rrff^rftf fjf pfrmlt thff fTTltfptl 
o f units larger than those specified, units thereafter created may conform substantially in size with those prescribed by governmental regulations. lessee tmder tbe ptovisiaiuhaeofmiy pool or 
' •""M" «wi»»«*t hy rMi tuiwi, nr any wntttnn therenf «t ihnvn pmvttWt 11 In nilln any emu nr mnm lhTjtn tnrl «i In g«i In any mm nr n w rtrf yTiii yflftt fwmwl fry fftftling II IO WY 
mi nriim nr irrntn nrrrl nnt rnnfhrm tn rim nr tirri with tho unit nr utiiti Intn whirh thr Trntin Ii rnnlrrl nr rnmhlnrrt nt tn nny nthrr itrnmm or rmtti ind rill unlfl nmd nnf rnnfnmi ll In lit mllfi 
gas units. The pooling in one or more Instances shall not exhaust tbe rights of the Lessee hereunder to pool this lease or portions thereof Into other units. Lessee shall file for record |n the 
appropriate records ofthe comity' In which the leased premises are situated an Instrument describing and deiignsting the pooled acreage as a pooled unit Lessee may at Its election exercise its 
pooling option after commhndng operations for or completing an oil or gu well on the leased premises, and the pooled unit may Include, but it is not required to Include, land or leaies upon which 
a well capable of producing oil or gas In paying quantities has theretofore been completed or upon which operations for tbe drilling of a weU for oil or gu ham theretofore been mrnwiffd 
Operations for drilling on or producdon of oil or gu from any part of the pooled unit which Includes all or a portion of the land covered by this lease regardless of whether sucn operations for 
drilling were commenced of sachr̂ rodueddn was secured before or after the execu 
on or production of oil and gas from land covered by this lease whether or not tlieweU or wells be located on thc prem 
as to oil and gai. CT fithfrrf thtn. It tr*T»*" rfrmAAr^ l

th'^ trrtlrA fnr nil pirpntAl, errrpt fhe p»ym/-nmf myMrx nn prrvtilffinn fmm thapnnWtintf, tt Iflhn tarn* w r « tnrhn<f«| (t| ifoit ff mf. 
For the purpose of computing the royalties to which owners of royalties and payments out of production and each of tbem, shall be entitled on production of oU and gas, or either of them, from the 
pooled unit, there shaU be allocated to die land covered by this lease and included in said unit a pro rata portion oftheoilandgu,or either of tbem, produced from tbe pooled unit after deducting 
that used for operations on the pooled units. Such allocation shall be on acreage basis-that Is to say, there shall be allocated to tbe acreage covered by this lease and Included ln tbe pooled unit that 
pro rata portion of the oil and gas, or either of them, produced from the pooled unit wUch the number of surface seres covered by thfa 
of surface acres included in tbe pooled unit Royalties hereunder shall be computed on the portion of wch protection, wbetha it be oU aid 
by this lease and Included ln tbe unit just u though such production were from such land. The producdon from an oil well will be considered production from lb* lease or oflp^ 
it is producing and not u production from a gas pooled unit; and production from a guweU will be conrideredu production fiom the lea^ 
from an oil pooled unit. In addition to the foregoing, Lessee at its option Is hereby given the right and power from time to time to commit said land or any part or formation or mineral substance 
covered hereby to any cooperative or unit agreement or plan of development and operation, and to any modifications thereof, which have been approved by the New Mexico OU Conservation 
Commlirion or othr lawful gnyerrirpental minority. In such event, the royalty payable to Lessor rrauwtoshiHbecornputedMdpald 
the terms of airy such sgreement or plan of operation, which basis shall be tbe same by which the royalty due the United States or the State of New Mexico U eorrsoted s^ paid. This lease ihiil 
not expire during the life of such agreement or plan and shall be subject to the terms thereof and said agreement or plan of operation shaU be filed with the New Mexico OQ Conservation 
Crmmhritm. OrrthfTllrivfll Itltfwrily. Itld I fVff f r^mrri In th, r nimly In whirh lh* law! pn-mli« *rr. ithmlMt, nn Inttniment rtVirrTMng meti «griwnvait nrpt«n nf nrrririim trA mUtntnj 
the commitment thereto, and tbe same may be recorded either before or after the completion of wells. 

5. If at tbe expiration of tbe primary term oil or guuwt being produced on said land, w from land DM^ 
or shall have completed a dry hole thereon within 60 days prte to the end oftlie primary terraŝ  
additional well are prosecuted wim no cessation ofsnore than W consecutive daya, and If they 
land pooled fterewmV I( ifby the 
any cause, thil lrme thill not tftmlMte If t f Itfft rpmnrn'-M np*""1'"" f n r *"»"* " r»»nrHng within fifl dnyt «fter Iha eeuitlnn nf nidi prndnednn, hut «h»ll remrin In fefea «nd effaet in long 
as such operations are prosecuted with no cessation of more than 60 consecutive days, and if they result in the production of oii and gu, so long thereafter u oil or gu is produced from said land, 
or from land pooled therewith. Any pooled unit drilgnittrd hy T M ™ In «f/wH»nm with ihe terms herenf, nay ha disiolved by Lessee by Instrument filed for record In the appropriate reenrdi ef 
the county in which the leased premises ire situated at any time after the completion of a dry hole or the cessation of production on said unit. In the ev^ a weft or wells producing oil or gu In 
paying quantities should be brought in on adjacent land and within 660 feet of and draining the lease premises, or land pooled therewith. Lessee agrees to <UU such offset well or wells u a 
reuonablyproô nt operator would drinonler the sarne or Lessee may at anytime execute and deliver to Lessororplaceofreeordatelemornleâ  
or portions ofthe above described premises and thereby surrender this lease u to such portion or portions and be relieved or all obligations u to tbe acreage surrendered. 

6. Lessee thall have the right at any time during or after the expiration of this lease to remove all property and fixtures placed by Lessee on said land, Including tbe right to draw and remove 
al 1 casing. When required by Lessor, Lessee will bury all pipe lines below ordinary plow depth, and no well shall be drilled within two hundred feet of any residence or barn now on said land 
without Lessor's consent. 

7. The rights of either party hereunder may be assigned in whole or in part, and the provisions hereof shall extend to their heirs, successors and assigns but no change or division in ownership 
0 f the land or royalties, however accomplished, shall operate to enlarge the obligations or diminish tbe righu of Lessee; and no change of division In such ownership shall be binding oa Lessee until 
thirty (30) days after Lessee shall have been furnished by registered VS. mall at Lessee's principal place of business with a certified copy recorded Instrument or instruments evidencing lime, 
In the event of assignment hereof ia whole or tn part liability for breach of any obligation hereunder shall rest exclusively upon the owner of this lease or of a portion thereof who eoromfts such 
breach. If six or more parties become entitled to royalty hereunder, Lessee may withhold payment thereof unless and until furnished with a recordable Instrument executed by all such parties 
designating an agent to recdve payment for alL 

8 The breach by Lessee of any obligation arising hereunder shall not work a forfeiture or termination of this lease nor cause a termination or revision of tbe estate created hereby nor be 
grounds for cancellation hereof is whole or in part. In the event Lessor considers that operations are not at any time being conducted in compliance with this lease, Lessor ahall notify Lessee ia 

•ri ti nc cf tha facts relied pptm at con jrimting l r»y* hmnt, «nd Letiee, If In default, thall have sixty days after receipt of such notice ln which to wimmence the compliance with the oblitations 
imposed by virtue of thUlratrument After the discovery of oil or gas in paying qutnti ties on said premises. Lessee shall develop the acreage retained hereunder u a reasonably prudent ooeritor 
but in discing this obUgationUshalltaK) event by req^ ' 
one well per 640 acres plus aa acreage tolerance not to exceed 10* of Wierei of tr« area retail 

9 î OTherebywarrantsandagr̂  
and in event Lessee does so, it thjdl be tubroxtted to such lien with the rifcht to enforce same tnd apply royaldes accruing hereujider towtrd tttisfyint saine. Wtr^lrr^rmctf of Lcsseairiito 
under the warranty in event of tallare of dtle. 
Lessor shall be redueeVI proportionately. Should any one or rtwre of the parties wrra^ • 
same. '•'> '' 

10 Should Leuee be prevented from complying with any express or implied covenant of this lease, from conducting drilling or reworking operations thereon or from producing oil or gu 
therefrom by reason of scarcity of or Inability to obtain or to use equipment or material, or by operation of force majeure, any Federal or state law or any order, nuW regulation of governmental 
authori ty, then while so prevented, Lessee's obligation to comply with such covenant shall be suspended, and Lessee shall not be liable in damages for failure to compry therewith; aad this leue 
s hall be extended while and so long u Lessee is prevented by any such cause from conducting drilling or reworking operations on or from producing oll orgu from die leased premises; and tbe 
1 me while Lessee is so prevented shall not be counted against Lessee, anything in this lease to the contrary notwithstanding. • 

ON WITNESS WHEREOF, this instrument is executed on the date first above written. 

C h a r l e s M. Fuchtmdn 

SS// 
Lessor 



STATE OF NEW MEXICO, 
County of • 

INDIVIDUAL ACKNOWLEDGEMENT 

j-ss. 

This instrument was acknowledged before me this. 

by_ , — ^ _ 

My contrnission expires ; • 

Notary Public 

CORPORATION A<3ECNOWLEDGEMENT 

STATE OF NEW MEXICO, 

County, of. : } ss. 

This instrument was acknowledged before me this 

by ; _ _ _ 

on behalf of said corporation. 

My commission expires, 

as. 

Notary Public 

corporation 

STATE OF - •, 

County of 

INDIVIDUAL A CKNOWLEDGEMENT 

} ss. 

•This instrument was acknowledged before me this 

ky Charles M. Fuchtman% dealing i n his sole and separate property 

My cormnission expires 

Notary Public 
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