
57307 

TERM ASSIGNMENT 

STATE OF NEW MEXICO 

BEFORE THE 
OIL CONSERVATION DIVISION 

Case No. 12393 Exhibit N o . _ O 
Submitted By: 
San t a Fe Snyde r C o r p o r a t i o n 
Hearing Date: May 18, 2000 

COUNTY OF LEA ) 

^ [ ^ ^ H ^ B B M ^ S k r J B ^ S ^ ^ E ^ ^ ^ ^ K ^ ^ E ^ f c Concho Resources 
W. Louis i c i n i 3 ^ S u ^ e ^ 4 j ^ f l i c l j ^ n c r e f e r r e d t o as 
"Assignor"), f o r good and valuable c o n s i d e r a t i o n , the r e c e i p t and s u f f i c i e n c y 
of which i s hereby acknowledged and confessed, without warranty of t i t l e , 
express or i m p l i e d , subject t o the r e s e r v a t i o n s , c o n d i t i o n s and covenants 
provided f o r h e r e i n , and only f o r the term herein provided, does hereby 
grant, b a r g a i n , s e l l , t r a n s f e r , assign and convey unto Santa Fe Snyder 
Corporation, 550 W. Texas, Suite 1330, Midland, Texas 79701 ( h e r e i n a f t e r 
r e f e r r e d t o as "Assignee"), an undivided f i f t y percent (50%) of the o p e r a t i n g 
r i g h t s i n and t o the leases described i n E x h i b i t "A" attached hereto and made 
a pa r t hereof ("said Leases"), together w i t h a l l r i g h t s and p r i v i l e g e s 
thereunder or appurtenant t h e r e t o , i n s o f a r as s a i d Leases cover o i l , gas and 
other l i q u i d and gaseous hydrocarbons and associated minerals. 

The leasehold i n t e r e s t s h e r e i n assigned are h e r e i n a f t e r r e f e r r e d t o as "said 
Assigned I n t e r e s t " . This agreement s h a l l be f o r a term of two (2) years from 
the E f f e c t i v e Date ("Primary Term") and, as long t h e r e a f t e r as o i l and/or gas 
i s produced i n paying q u a n t i t i e s . 

I . 

Assignor reserves from t h i s Term Assignment an o v e r r i d i n g r o y a l t y 
i n t e r e s t equal t o the d i f f e r e n c e between lease burdens and 25% of 8/8ths i n 
and t o the o i l , gas and other l i q u i d and gaseous hydrocarbons and associated 
minerals produced and saved from s a i d leases. Such o v e r r i d i n g r o y a l t y 
i n t e r e s t s h a l l be f r e e and c l e a r of a l l working i n t e r e s t costs of e x p l o r i n g , 
d r i l l i n g , equipping and operating, but s h a l l bear i t s p r o p o r t i o n a t e p a r t of 
gross p r o d u c t i o n taxes and s h a l l be p a i d i n the same manner as the r o y a l t y i s 
t o be p a i d pursuant t o the terms of s a i d leases. The o v e r r i d i n g r o y a l t y 
herein reserved s h a l l be p r o p o r t i o n a t e l y reduced as t o each lease assigned 
hereunder i f such lease covers less than the f u l l mineral i n t e r e s t and/or the 
assignment made hereunder does not convey f u l l leasehold r i g h t s i n such 
lease. I f any lease i s pooled or communitized under the lease a u t h o r i t y or 
a u t h o r i t y of any government agency, the o v e r r i d i n g r o y a l t y h e r e i n reserved 
s h a l l be pooled and communitized and p a i d on a pooled or communitized basis 
i n the same manner as the base r o y a l t y of such lease i s pooled or 
communitized. The term "Lease Burdens" as used i n t h i s agreement w i t h respect 
t o s a i d Assigned I n t e r e s t f o r s a i d Leases s h a l l mean the r o y a l t y and any 
other i n t e r e s t i n p r o d u c t i o n reserved t o the owners of the minerals covered 
by said Leases, plus a l l o v e r r i d i n g r o y a l t i e s , p r o d u c t i o n payments, c a r r i e d 
working i n t e r e s t s , net p r o f i t i n t e r e s t , and a l l other burdens and 
encumbrances t o which s a i d Assigned I n t e r e s t i s subject on the E f f e c t i v e Date 
of the assignment. 

I I . 

Assignee accepts s a i d Assigned I n t e r e s t s u b j e c t t o a l l o f the 
express and i m p l i e d covenants and o b l i g a t i o n s of s a i d Leases, i n s o f a r as same 
r e l a t e t o s a i d Assigned I n t e r e s t . Assignee ind e m n i f i e s and agrees t o respond 
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t o , defend and save Assignor harmless from and against any and a l l claims f o r 
damages and f o r f e i t u r e made by any person, p a r t n e r s h i p , c o r p o r a t i o n or o t h e r 
l e g a l e n t i t y t h a t i s based on any f a i l u r e , or alleged f a i l u r e of Assignee, t o 
indemnify, defend and save Assignor, together w i t h Assignor's co-lessees and 
co-venturers, and i t s and t h e i r parents, s u b s i d i a r i e s , a f f i l i a t e s , agents, 
d i r e c t o r s , o f f i c e r s , employees and servants, harmless from and against a l l 
claims, demands, damages, l a w s u i t s , l i a b i l i t y , judgments, expenses, 
attorney's fees and court costs of every k i n d and character a r i s i n g out of or 
r e s u l t i n g from the operations of Assignee, i t s c o n t r a c t o r s and 
subcontractors, upon said Lease and lands covered hereby, i n c l u d i n g i n j u r y t o 
or death of persons, damage t o or d e s t r u c t i o n of property, and environmental 
damage and cleanup expenses, and i n c l u d i n g claims based on acts or omissions 
of Assignee's c o n t r a c t o r s , subcontractors, h e i r s , successors and assigns. 

I I I . 

I f Assignor c u r r e n t l y makes r e n t a l payments on s a i d Lease, Assignor 
s h a l l pay any delay r e n t a l s necessary t o maintain i n force and e f f e c t s a i d 
Lease i n s o f a r as i t covers the lands described on E x h i b i t "A" and Assignee 
s h a l l promptly reimburse Assignor f o r i t s p r o p o r t i o n a t e share of the amount 
paid upon r e c e i p t of i n v o i c e ; PROVIDED, HOWEVER, Assignor s h a l l not be l i a b l e 
t o Assignee f o r i t s f a i l u r e t o t i m e l y and p r o p e r l y make such payments f o r any 
reason, i n c l u d i n g negligence. I f any r e n t a l payment i s a p p l i c a b l e both t o 
lands assigned hereby and t o other lands, such payment s h a l l be p r o r a t e d on a 
surface acre b a s i s . 

Assignee s h a l l not a t any time release s a i d Leases t o the owners of the 
minerals thereunder. Should Assignee e l e c t t o discontinue Assignee's i n t e r e s t 
i n said Leases, Assignee s h a l l execute and d e l i v e r t o Assignor a reassignment 
on a form s a t i s f a c t o r y t o Assignee, o f a l l of Assignee's i n t e r e s t s i n the 
assigned lands. The reassignment tendered t o Assignor s h a l l warrant the 
reassigned i n t e r e s t t o be f r e e and c l e a r of any mortgage, l i e n , encumbrances, 
claims, c o n t r a c t u a l o b l i g a t i o n s , o v e r r i d i n g r o y a l t y burden or p r o d u c t i o n 
payment created by, through or under Assignee or by i t s a u t h o r i t y . 

IV. 

Assignee s h a l l not assign, s e l l , t r a n s f e r , mortgage, hypothecate or 
otherwise a l i e n a t e the Properties w i t h o u t the express p r i o r w r i t t e n consent 
of Assignor, which consent w i l l not be unreasonably w i t h h e l d , and any attempt 
t o do so w i t h o u t Assignor's p r i o r w r i t t e n consent s h a l l be n u l l and v o i d . 

V. 

I f a t the e x p i r a t i o n of the Primary Term of t h i s Assignment, o i l and/or 
gas i s not being produced from the s a i d Assigned I n t e r e s t or lands pooled 
t h e r e w i t h , but Assignee i s then engaged i n d r i l l i n g or reworking operations 
thereon, t h i s Assignment s h a l l remain i n f o r c e so long as d r i l l i n g or 
reworking are prosecuted (whether on the same w e l l or d i f f e r e n t w e l l s ) w i t h 
no cessation of more than s i x t y (60) consecutive days, and, i f they r e s u l t i n 
production i n paying q u a n t i t i e s , f o r so long t h e r e a f t e r as o i l and/or gas are 
produced or capable of being produced i n paying q u a n t i t i e s from s a i d Assigned 
I n t e r e s t or lands pooled t h e r e w i t h . I f o i l and/or gas on s a i d Assigned 
I n t e r e s t or lands pooled t h e r e w i t h should cease producing i n paying 
q u a n t i t i e s from any cause, t h i s Assignment nevertheless s h a l l continue i n 
force and e f f e c t as long as a d d i t i o n a l d r i l l i n g operations or reworking 
operations are conducted on the s a i d Assigned I n t e r e s t or on lands v a l i d l y 
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pooled t h e r e w i t h , which a d d i t i o n a l operations s h a l l be deemed t o be had when 
not more than s i x t y (60) consecutive days elapse between the abandonment of 
operations on one w e l l and the a c t u a l commencement of d r i l l i n g on another 
w e l l , and, i f production i n paying q u a n t i t i e s i s obtained, t h i s Assignment 
s h a l l continue as long t h e r e a f t e r as o i l and/or gas i s produced or capable of 
being produced i n paying q u a n t i t i e s from the s a i d Assigned I n t e r e s t or lands 
pooled t h e r e w i t h , and as long t h e r e a f t e r as a d d i t i o n a l o perations, e i t h e r 
d r i l l i n g or reworking, are had thereon. 

(a) I f Assignee, a t the e x p i r a t i o n of the Primary Term i s engaged i n 
a c t u a l d r i l l i n g or reworking operations, t h i s Assignment s h a l l 
remain i n f u l l f o r c e and e f f e c t as t o a l l lands covered hereby 
f o r so long as such operations continue t o completion or 
abandonment and f o r so long t h e r e a f t e r as continuous development 
i s conducted, being d e f i n e d as no more than one hundred e i g h t y 
(180) days elapsing between the completion or abandonment of one 
w e l l and the commencement of a c t u a l d r i l l i n g or reworking 
operations on another w e l l ; or 

(b) i f at the e x p i r a t i o n of the Primary Term, Assignee i s not 
conducting a c t u a l d r i l l i n g o p erations, but Assignee has completed 
a w e l l on the s a i d Assigned I n t e r e s t p r i o r t o the e x p i r a t i o n 
which i s capable of producing o i l and/or gas i n paying 
q u a n t i t i e s , t h i s Assignment s h a l l remain i n f u l l f o r c e and e f f e c t 
f o r so long as a c t u a l d r i l l i n g or reworking operations on an 
a d d i t i o n a l w e l l are commenced w i t h i n one hundred e i g h t y (180) 
days f o l l o w i n g the e x p i r a t i o n of the Primary Term, and t h i s 
Assignment s h a l l continue i n f o r c e f o r so long t h e r e a f t e r as 
continuous development i s conducted, being defined as no more 
than one hundred e i g h t y (180) days elapsing between the 
completion or abandonment of one w e l l and the commencement of 
a c t u a l d r i l l i n g or reworking operations on the next succeeding 
w e l l . 

(c) At such time as Assignee (1) f a i l s t o commence sai d continuous 
development, or (2) once commenced, f a i l s t o continue same, t h i s 
Assignment s h a l l a u t o m a t i c a l l y terminate as t o (a) a l l land not 
included w i t h i n the a e r i a l boundaries of the p r o r a t i o n or spacing 
u n i t assigned t o a w e l l then producing o i l or gas i n paying 
q u a n t i t i e s and (b) a l l subsurface depths, i n s a i d p r o r a t i o n or 
spacing u n i t ( s ) t o 100 f e e t below the base of the deepest 
producing formation i n s a i d producing w e l l ( s ) thereon. The term 
" p r o r a t i o n or spacing u n i t " as used h e r e i n s h a l l be the number of 
acres which are a l l o c a t e d t o a w e l l under r e g u l a t i o n of the O i l 
Conservation D i v i s i o n , Energy, Minerals and N a t u r a l Resources 
Department, of the State of New Mexico or other governmental body 
having j u r i s d i c t i o n over producing t r a c t s f o r p r o d u c t i o n of o i l 
or gas under State Wide Rules or Special F i e l d Rules as 
ap p l i c a b l e t o the area i n v o l v e d h e r e i n so as t o enable the w e l l 
t o produce a f u l l a l l o w a b l e . 

(d) The term "completion" as used h e r e i n s h a l l mean the date of r i g 
release. 
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V I . 

This assignment and a l l r i g h t s , reservations and covenants i n 
connection herewith s h a l l be considered covenants running w i t h the lands and 
s h a l l i n u r e t o and be bi n d i n g upon the p a r t i e s hereto, t h e i r h e i r s , personal 
r e p r e s e n t a t i v e s , successors and assigns; PROVIDED, HOWEVER, no t r a n s f e r o r 
encumbrance of any of said Assigned I n t e r e s t s h a l l be made unless the same be 
made expressly subject t o t h i s assignment and unless the vendee. Assignee or 
tr a n s f e r e e s h a l l assume a l l of the o b l i g a t i o n s of t h i s assignment. 

The address f o r g i v i n g a l l n o t i c e s r e q u i r e d hereunder, u n t i l changed by 
w r i t t e n n o t i c e t o the same addresses, s h a l l be as set f o r t h i n the f i r s t 
paragraph of t h i s instrument. 

Assignee s h a l l comply and s h a l l r e q u i r e t h a t a l l of Assignee's 
c o n t r a c t o r s and subcontractors comply w i t h any and a l l a p p l i c a b l e laws and 
r e g u l a t i o n s , f e d e r a l , s t a t e and l o c a l , and w i t h the requirements of each 
r e g u l a t o r y body or o f f i c i a l a s s e r t i n g j u r i s d i c t i o n over Assignee's Operations 
under t h i s assignment. 

Assignee s h a l l , a t Assignee's sole cost and expense, m a i n t a i n the lands 
i n a clean and o r d e r l y c o n d i t i o n , remove a l l waste products, f i l l i n a l l p i t s 
dug i n connection w i t h Operations hereunder and r e s t o r e the lands as n e a r l y 
as p o s s i b l e t o t h e i r o r i g i n a l c o n d i t i o n . 

This assignment i s made and accepted wit h o u t any repr e s e n t a t i o n s and 
warr a n t i e s , express, i m p l i e d or s t a t u t o r y . 

THIS ASSIGNMENT, INCLUDING ALL ITS EXHIBITS, SHALL BE INTERPRETED IN 
ACCORDANCE WITH THE LAWS OF THE STATE IN WHICH THE SAID LEASE IS LOCATED 
WITHOUT REGARD TO PRINCIPLES OF CONFLICTS OF LAW. This assignment may not be 
amended except by an instrument i n w r i t i n g signed by the p a r t y charged w i t h 
such amendment. This assignment may be executed by the p a r t i e s i n any number 
of counterparts, each of which s h a l l be deemed an o r i g i n a l instrument, but 
a l l of which together s h a l l c o n s t i t u t e one and the same instrument. 

IN WITNESS WHEREOF, the p a r t i e s have hereunto set t h e i r hands as of the 
day and year f i r s t s t a t e d above. 

V I I . 

V I I I . 

ASSIGNOR: 

CONCHO RESOURCES INC. ^ 
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ASSIGNEE: 

SANTA FE SNYDER CORPORATION 

B y : . 
I t s : 

APPROVED 

R . B . R i c e , A t t o r n e y - i n - F a c t 

STATE OF TEXAS ) 
) 

COUNTY OF MIDLAND ) 

The foregoing instrument was acknowledged before me t h i s 8th day of 
December, 1999, by David A. Chroback, Vice President of Concho Resources 
Inc. /̂ "tT Delaware c o r p o r a t i o n ^ on behalf of said c o r p o r a t i o n . 

LETA H.COLLINS 
^ T ^ \ NOTARY PUBLIC 

STATE OF TEXAS 
*2Sg4Sr MY Comm. Exp. 09-20-2003 

o t a r y Public 
My Commission Expires: 

STATE OF TRY AS ) 

COUNTY OF MIDLAND 

The foregoingu _Lnatrument was acknowledged before me t h i s ^ ~ L ^ / 
January . iSSS, by —R.B. Rice f Aftnrnpy-in-Far.t 

day of 

of Santa Fe Snyder Corporation, a n P i a m r p 
co r p o r a t i o n . 

c o r p o r a t i o n , on behalf of s a i d 

STATE OF TEXAS 
*fr C«nm. Exp. 02/09/2000 

[Notary Public 
My Commission Expires: 

EDITH F. WISEHArrr****| 
^ W \ A Notary Public f 

ST>ATE OF TEXAS I 
My Comm. Exp. 02/09/2000 
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EXHIBIT "A" 

Attached t o and made a pa r t of t h a t c e r t a i n 
Term Assignment dated December 1, 1999, 

between Concho Resources Inc., as Assignor, 
and Santa Fe Snyder Corporation, as Assignee 

o i l and Gas Lease S e r i a l No: 
Date: 
Lessor: 
O r i g i n a l Lessee: 
D e s c r i p t i o n : 

Recorded: 

NM 97157 
09/01/96 
United States of America 
Penwell Energy, I n c . 
T-23-S, R-34-E, N.M.P.M. 
Section 17: N/2 
Lea County, New Mexico 
Book 743, Page 567, 
Lea County, New Mexico 

© 

•, i;"' " » .' 

STATE OF NEW MEXICO 
COUNTY OF LEA j 
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