Drum Energy Corporation
Case No. 10776
Before Examiner Stogner

Exhibit No. A
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JOE ALEXANDER
0il & Gas Properties
P.0O. Box 3081
Midland, TX 79702
(915) 685—-1357

2 November, 1992

Liberty Bank of Tulsa
Trust Energy Dept.
P.0. Box 1

Tulsa, OK 74102

Attn: Amy Adams

Re: SW/4 Section 35, Township 19
South, Range 38 East, Llea Co.,
NM

Dear Ms. Adams:

Some time ago we spoke on the phone concerning and oil and gas lease
covering the interests of the Maurice Powers Estate under the captioned

tract. 1 am working for Drum Energy here in Midland and they would
like to lease the estates interest. They offer:

1/4 royalty and no bonus for a 1 year lease
or
3/16 royalty, $75.00 per acre bonus for a 3 year lease

Please consider these offers carefully and let me know your decision
at your earliest convenience.

I also will need help as to the heirs of the estate and their

interests. As I told you, there are no curative documents in the Lea
Co. records.

Please don’t hesitate to call me if you have any questions.

Very truly yours,

_
J;e Alexander
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November 10, 1992

Joe Alexander

0il & Gas Properties

P. O. Box 3081

Midland, TX 79702 - .

Re: Lease Offer
Powers Heirs #3292 et al/8844905 et al
SW/4 Section 35-19S-38E
Lea County, New Mexica

Dear Mr. Alexander:

This letter acknowledges receipt of your lease offer covering ths
interest owned by the above captioned account. To assist us in the
timely processing of your lease offer, please utilize the
referenced account 1nformat10n on all future correspondence.

Irn anticipation of reaching an agreement, I have enclosed a copy of
cur oil and gas 1lease forxm for your review. Also, please Dbe
2dviscd that a §125.00 lease administration fze wili »e reguired

-—

for processing the oil and gas lease, if we reach a final agreement
on bonus, term and rovalty.

If you have any further questions, please feel free tu contact e
at (918) 586-~-5294.

Sincerely,

Donald L. Hansen, Jr.
Vice President

DHL:1ml
Enclosure: 031l & Gas Lease Form
Copy of Side Letter Agreement

Liberty Bank & Trust Compaay of Tulxu, na
15 East Fifth Street / Tul-a DK 74103 (1R} HRE- 100



COUNTY OF

STATE OF

Attention:

Re: Side Letter Agreement - “Favored Lessor Clause"

0il and Gas Lease dated

Dear

As an express condition and covenant of the above captioned lease,
it is explicitly agreed and understood between Lessor and Lessee
(and Lessee's successors, assigns, and agents, hereinafter
collectively referred to as "Lessee") that, if Lessee pays a higher
bonus on a per net mineral acre basis or a higher royalty to any
mineral owner who owns at least two (2) net mineral acres within
the above captioned section, during the primary term of the
captioned o0il and gas lease, then Lessee shall, within thirty (30)
days of such event, pay an. additional bonus to Lessor equal to the
difference between the higher bonus and the bonus paid herein, on
a net per acre basis. If additional royalty is subsequently paid
by the Lessee within the captioned section, then Lessee shall
increase the royalty payable or due under the terms of the
captioned o0il and gas lease in an amount equal to the higher
royalty. Any change in r¢yalty will be made effective as of the
date the above described oil and gas lease was originally executed.

In lieu of pay’ng such additional bonus and/or royalty, Lessee may
execute a full release of the above reference oil and gas lease.

If Lessor files a legal action to enforce any express or implied
obligation of this Side Letter Agreement and receives a favorable
judgment from a court of competent jurisdiction, then Lessee shall

reimburse Lessor for all ¢osts of such legal proceedings including
reasonable attorney's fees.

GOR



Page 2

If you are in agreement with the above conditions, please indicate
your acceptance by signing in the space provided below and promptly
returning one (1) copy te the attention of the undersigned.

Yours truly,

bonald L. Hansen, Jr.
Vice President and Trust Officer

DLH:mac

Agreed to and Accepted this day of , 1992,

BY




OIL AND GAS LEASE

(PAID-UP)

THIS AGREEMENT, made and sntered into this day of .19 , by and between

hereinafter called Lessor, and

hereinafter called Lessee,

WITNESSETH:

1. That Lessor, in consideration of (§10.00) in hand paid, of the royaities herein provided, and the covenants and agreements of lesses
hereinafter contained, hereby grants, isases, and lets unto Lesses for the purpose of exploring, drilling, and operating, for, and producing oil, gas, and
telated hydrocarbons, and laying pipelines, and buuldlng tanks, power stations, roads, telephone lines, and structures thereon which may be necessary
10 produce, save, care for, treat, and transport said products fom the land leased hersunder only, the following described land situated in

County, _: to wit:

There is in the possession of Lessor amd Lessee and by reference made a part of this lease
an unrecorded Side Letter Agreement of even date herewith executed by the parties hereto
covering certain other additional covemants, conditions and provisions that are part of
this lease agreement between Lessor and Lessee as though fully written and included herein.

of Section Township Range and containing acres, more or less. It is
understood and agreed, however, that Lesses shall nogotmoiumugo settiements and rights of way for all roads, pipeiines, telephaone lines, power

stations, drill site locations, production facilities, or any other opomlom pursuant to expioration and production of any cil, gas, gas condensate or other
minerals prior 10 commencement of each operation,

2. Subject to the omor provisions herein ec‘muined.rws lease shall be for s term of years from this date (hereinafter calied

primary term} and as long thereafter as oil, gas or other related hydrocarbons are produced in paying quantities from the leased premises in accordance
with the terms and provisions of this Oil and Gas Lease.

3. As royalty, mmmnmwmahm.numwmandmm.mwm costs of treating, compressing,
marketing and/or transporting the products on or off the leasell premises and other expenses of like nature) into the tanks or pipelines 1o which wells

may be connected of 10 any other delivery Point. () of he proceads from the sale of all the marketable substances which the Lessor owns, 1o
include oil, gas, gas condensate and other hydrocarbions produced and saved from the lessed premises. Lessee shall pay Lessor royaity on all gas
produced from & well on the ieased premisss or on jands pobled with the leased premises and sold or used off the leased premises reQardiess of
whothorornoﬂuﬁguhpmdueodtoﬂuaodnoiumoewldundornoontrwuxoeuhdbyorbhdlnqonum Should gas be sold under a
sales contract not binding on Lessor, Lessor's royalty will be lated based on the highest price paid for any of the gas produced from the well from
which such gas is praduced. In no- event wilt the price paid U for Lessor’s share of gas be less than the price paid Lesses for Lessee's share of
gas. Lessse.agrees that it will not enter into any contract of production from this lease which shall extend more than three years from the effective
a-:oamummmmmﬂmmmmc sions for redetermination of price at intervals of not less frequently than three years
to sssure that production from this iease is not being sold forJess than the then current fair market value. Within 120 days foliowing the first sale of

oil or gas produced from the leased premises, ssttiement shall be made by Lessee or its agent for royalties due hereunder with respect 1o such oil or

gas sold off the premises, and such royalties shall be paid mon{nly thereatter without the necessity of Lessor executing a division or transfer order. Upon

the Lessor's written request, the Lessor shall have the fight to take the Lessor’s royalty in kind. Howevar, the Lessor shall not be obligated or compelled
in any manner or circumstances to take the royalty in kind.

4, mogakomnmlipfodudnqononlyacuind condensate only is not sold or used, Lessee may pay or tender as royalty, by check
or draft of Lesses, to the owner of such royalty on or before ﬂinoty {90) days after the date on which said well is completed or shutin and annually

thereaiter the sum of (¢ ) angl if such payment is made, it will be considered that gas s being produced within the
meaning of paragraph two hereof. The provisions of this paragraph alone, however, shall not keep this lease in force for a period exceeding three (3)
years from the expiration of the primary term. i, after the e of three years from and after the expiration of the primary term of this Olf and Gas
Lease, actual ssies of o, ges or Other hydrocarbons should cegee for & period of —_ successive days or more, k shall be considered that production
under this O and Gas Lease has permanently cesséd, and fiis Ol and Gas Lease shall immediately terminate. in such svent, Lasses shall, at the
request of Lessor, execute and deliver to Lessor a recorded relsase of this Oil and Gas Lease. Lesses covenants and agrees to use such diligence to
complete said well, and to produce, utilize, or masket the gas i)d/or condensats from said well as 8 reasonably prudent operator would use under the
same or similar circumstances. The full and timely payment by check or draft of the stated amount in lieu of actual production is an express obligation
under the terms of this leass agreement. i Lessee should in sy year during which a well is shutn fail to make timely and proper paymaent of shutin
royalties, this Olf and Gas Lease shall immediately terminate, adid Lessee, at the request of Lessor, shall execute and deliver to Lessor a recorded release
of this Ofl and Gas Lsase. NoMmmmm“umwp«mawup&mund«momandeondlumo(mloan

5. Within 30 days of the termination of this Leass for;any reason, Lessee shall file a release hereof in the office of the Cbunty Clerk and shall
furnish Lessor with a copy of said recorded releass. ‘In the sviant a release is not timely filed, Lassee agrees to reimburse any costs incurred by the
Lessor to include administrative, legal or otherwise to obtain shid release.

8. In the event a well or wells producing oil or gas ia paying quantities should be compieted on adjacent land and within six hundred sixty
(660) feat of or draining said land, Lessee shall drill such offsat well or wells as a reasonably prudent operator would drill under the same or similar

OPY
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7. i the Lessee shall commence 10 drill a well or commence reworking operations on an existing well _wlthln the pﬂmar.ywt::kr:tn of this lsase
extension thersot, or on acreage pooled therewith, the Lesses shall have the right to drlil such well 1o completion or complate ¢ g operations
:r“:‘n vyouombh diligence md%laspawh and if oll or gas, or sither of them. be found in paying quantities, this iease shall continue and be in force vgith
like sifect as if such well had been completed within the primary term ¢ this lease. if after the expiration of the primary term of 'thls Inso: production
on the 'sased premises shall cesse from any cause {other than a cessation contemplated in paragraph 4), this lease shall not terminate provided Lessae
resumes of commences actual drilling or reworking of a well within sixty (60) days from the date of such cessation, and this lease lhall' umair\'in force
ano ehect during the prosecution of such operations, and it paying production results thereftrom, then as long a3 such paying production continues of
the well or weils are capabie of producing in paying quantities.

8. Lesses, at its option, is hereby given the right and power t0 pool or combine the acreage covered by this lease or any portion thereof with
other langd, lsase of leases in the immediate vicinity theredl, when in lesses’s judgment it is necessary or advisable to do 80 in arder to properly dovolo_p
and operate said leassd premises 30 as 1o promols the gonssrvation of oll, gas of other minerals in and under and that may be produced from said
premises, such pooling to be of tracts contiguous to one another and 1o be into & unit or units not excesding 40 acres sach in the event of an oll well,
or into & unit or units not excesding 840 acres each in thd event of a-gas well. Lesses shall axecute in writing and record in the conveyance records
of the county in which the land harein leased is situated §n instrument identifying and describing the pooled screage. The entire acreage 80 pooled
into a tract.of unit shall be trested, for all purposes ¢ payment of royalties on production from the pocled unit as If k were included in this leass.
if production is found on tha pooied acreags, it shall be | unmmummmmmmmmmmmum.mrm
well or wopu be located on the premises coverad by ﬁﬁ lsass or not. In lisu of the royalties sisewhere herein specified, Lassor shall receive on
production from a unit so pooled only such portion of the joyalty stipulated herein as the amount of his acreage placed In the unit or his royaity interest
therein on an acreage basis, bears to the total acreage ad pooled in the particular unit Involved,

9. In the event a portion of the leased 'Eummmmydmgwmmwmw«o&mummmwmy
regulatory agency of govemmental body of by ations on or production from such unit wili maintain this oll and gas leass in force only as
to the portion or portions of the leased premises g the surface area of such unit whether or not such operations are on of such production ls

from the portion of the leased premises included In sugh unit. X, at or after the end of the primary term hereof, this Oll and Gas Lsase is being
maintained as to & portion of the leassd premises by opafations on or production from s unit created by any regulatory agency, governmental body
of by contract, then this Olf and Gas Lease shall automatidally terminate as to the portion or portions of the land covered hereby which do not undediie
the surface: ares of such unit or units. In addition to the fafegoing provisions, this Oll and Gas Lease shall automatically terminate upon the expiration
o(mwimmurm.uomdonmmumcﬂpﬁw ¥ operations, as to all rights below the base of the despest producing formation which is eithet
sctually producing hydrocarbons of has been tested by | and proven to be capable of producing hydrocarbons in paying quantities. Upon
expiration of the primary term of this Oll and Gas Laase, oriextension thereof as contemplated by operations, Lesses shall execute and deliver 1o Lessor
a recorded  release of this Oil and Gas Lsase relsasing tils Oil and Gas Lsase as 1o the portions of the leased premises as to which this lease has
automatically sxplred under the provisions of this paragraph.

10. Lesses shall have free use of oll, gas and wats from said land, except water from Lessor's wells, tanks, creeks, rivers, streams and springs,
for all operations hereunder, provided that no surface watet of Underground fresh water will be used for water flood oF pressure maintenance purposes.
Lassee shall have the right at any time within 180 days the expiration of this lease 10 remove all property and fixtures piaced by Lessse on said
land, including the right to draw and remove all ¢ oxiiopt a3 1o water wells in which Lassse will, only at Lessor's request, remove the casing from
and plug and abandon such water well st Lessee's s0ie efipenss. When required by Lessor, Lesses will bury all pipelines below ordinary plow depth,
and no well shall be drilled within four hundred (409) feet Dt any residence or barn now on said land without Lessor's consent. Lessor shall have the

privilege, at Its risk and expense, of using gas from any geis well on sald land for stoves and inside lights in the principal dwelling thereon, out of any
surplus gas not needed for operstions hereunder,

11. The rights and estate of any party hereto may be assigned in whole or in part. Al of the covenants, obligations and considerations of
this leass shiali extend and be binding upon the parties hersio, their hsirs, successors, and sssigna. No change or division in the ownership of said land,
or of the royaities, or other monies, or the right to teceive the same, howsoever sffected, shall be binding upon the then record owner of this leass unti!
thirty (30) days after such record owner has been funished notice ol such change ur division, supported by coples of the document evidencing such
change or division. i any such changs in ownership occurady reason of the death of the owner, Lasses may, nevertheiess, pay or tender such royaities,
or other monies to the credit of the descendent in the banii named above. Lesses shall notity Lessor of any assignment of Lesses's rights hareunder,

stating the name and ousrent mailing address of the assignep. Mmbnmmmmnummmmmmbmuﬂﬁumdmﬁms
all of the terms and conditions contained hersin or made I8 addition hereto by a signed exhibit to the original document.

12. Except in the case of shut-in royaities, f Less#r owns an interest in said land less than the entire and undivided fes simple satate therein,
then the royaities herein provided shall be paid the Lessor In the proportion which Lessor's interest bears to the whole undivided fee.

13. U Lassor files a legal action 10 enforce any eafpress or implisd obligation of this ieass and receives a favorable judgment from & court of
competent jurisdiction, then Lesses shall reimburse Lessor for all costs of such legal procesdings including reasonable attorney's fees.

14, Parties in Interest. Lassee represents that heels not an officer, director, or smployse of Liberty Bank and Trust Company of Oklahoma
City, National Association or Liberty Bank and Trust Compahy of Tuisa, National Associstion or any of their subsidiasies, nor Is Lasses acting on behalf

of any such officer, director, or smpioyes. Lesses aiso représents that he is not a co-trustee of any trust that is & party to this agresment, nor is lesses
acting on the behalf of such co-trustee.

15. This leass is made without warranty, expressor implied. Uberty 'Bank and Trust Company of Oklahoma City, National Association or
Uberty Bank and Trust Company of Tulsa, National Associition does not, in any capacity, gusrantee any interest contained hetsin. The terms and

conditions stipulated within this document oc)\mni1 only mgﬂghu which may be owned or managed by the Bank as Trustee, co-Trustes, Agent, or
Personal Representative. Lesses shall have the right st any thne to redesm the leased premises for Lessor by payment of any mortgage, taxes, or other
liens on the above described land, in the event ot default by Lessor, and may deduct the amount of such payment from any royalties thereafter payable.

18. Lessor's shall have a lien upon the implements, tocls and movable machinery or personal chattels used in operating said property, and
al30 upon the unsold oil and gas obtained from the land hesein leased as secusity for the payment of any royaities due Lessor.

17. This lsasa shall be subjact 1o ©l tederal and dtate laws, sxecutive orders, sules, or regulations, and to all otdors. fules, and regulations
of ali federal or state officers, agencies, boards and commissibns which relate o or affect performance of the express or implied covenants of this leass,

and this lease shali not be forfeited for failure of Lessee to caimply with the express or implisd covenants of this lease, If such complisnce is prevented
by, or if such failure results from compliance with any such aule, order, law, or regulation.

in Testimony Whereof We Sign, this iday of , 19

.305203.60



) - JOE ALEXANDER
0il & Gas Propert ies
P.C. Box 3081
Midland, TX 79702
(o15) 685-13h7
Maroh 11, t092°

Lit-:ty Ban! f Tulen
Tiru~t Energy Dept.
P.O. Dox 1

Tul =, OK 74109

Attt Donald ' . Hansen, Jr.,

Re: 0il and Go Lease - overing
W4 Section "o, Town aap {9
Scuth, Rang~ *7 Fast, 1to2a Co,
How Mevicn,

Dear Mr. Han<en,

Moy our phone conw»rsation of yesterday, I am en inzing a ~hesk
for 750,00, This bk is to cover your lease admisistratioon {ees
for 'a2ases fi:om the Towers Heirs covering the captionad trac

4 ease terms at=s 1/4 royalty and nn bonus fo! 1 yen lease.

a
The iessee ¢ the leases will be:

ODrum Tnergy Coip.

P.0O. Tox 2134

Midland, TX 71702
Tince theses are no bonus leaszcs, Drum Energy wil' not be =2hble to
sign the Side Letter “greement. We have paid other ineral - wiers a
lease bonus for a lesser royalty lease in accotdan. 2ith th. terms
orisinally offered to you.

I would aupreciate it if you could expedite the~ teases,
"t was » pleasit- doing tbtusiness with you. Tf you Lave an
gue-tions at 211, plewe don't hesitate to call me.

Very trnly youn s,

2
X 2

g/

Joe Alevander

ILLEGIRI F



John P. Cox 0il & Gas Enterprises
P.O. Box 10885
Midland, Texas 79702
Ph. 915/686-7532

July 7, 1993

Drum Energy Corporation
P.0O. Box 2134
Midland, Texas 79702

Re: Proposed 6200’ Blineberry Test

SW/4 Section 35, T20S, R38E
Lea County, New Mexico
Certified Mail P 237 050 439
June 11, 1993

Dear Mr. Mussett,

In response to the referenced proposal, and as a

follow-up to our conversation today, this is to advise that
John P. Cox 0Oil & Gas Enterprises will join in your proposed
test under an A.A. P.L. form 610-1982 Model Form Operating
Agreement as proposed provided said Operating Agreement
includes the following elections and clarifications:

1.

Option No. 2., under Article VII. D. 1., shall be chosen.
It. being our intention that our consent to drill and
test the proposed well is not to be taken as consent to
run pipe and complete the well until an evaluation of the
logs and test information can be made in accordance with
said option No. 2.

The Non-Consent recoupment number to be inserted in
Article VI.2.(a). shall be 100% and in Article VI.2.
(b). shall be 300%.

John P. Cox 0Oil & Gas Enterprises’ liability shall be
Limited to the figures shown on the submitted AFE plus

15%, unless emergency conditions as described in Article
VII.D.3. occur. { e

S ! 1 :
! e i," '

Lines 43 thru 46 of page -9-, Article VII.B. shall be
deleted.

Article VIII.F. (Preferential Right to Purchase
Provision) shall be deleted.



.. The enclosed notices and reports unless later modified
is incorporated in this joinder letter and represents
our expectation of the regularity and type of

information we will be provided. This also includes
telephone numbers and who to contact.

As 1 Advised today, we will forward checks in the
amount of $2257.00. representing our proportional 1.5625%
amount of the dry hole costs, per your AFE and one in the
amount of $117.19, for our proportional part of the Plugging
Bond. within thirty days of expected commencement of
operations. Also enclosed is an executed AFE.

As soon as possible I will appreciate being furnished
with a copy of the Title Opinion, and JOA incorporating the
above clarifications for signature.

I will be looking forward to hearing from you as to the
expected spud date.

Sincerely

l-;Q;Zi? Co



EXHEBIT
: To
JOINT OPERATING AGREIIEST

NOTICES AND REPORTS

A. In drilling any well hereunder, Operator agrces:

1.

2.

To conduct all operations in accordance with approved and accepted
practices prevailing in the field where the well i{s drilled.

To make adequate evaluation and tests as a prudent Operator to
detercine if the well is capable of producing uil or gas from any
formations encountered.

To accord Non-Opetators the freedom of the derrick floor and full and
free access to the well at their sole risk and expense.

To give Non-Operators reasonable notice in sufficient time to have a
representacive preseénct before spudding, any testing, coring or logging
of a prospective @il or gns zone. Said notificiation shall be given
by telephone to Yen-Operator’'s office to:

OFFICE PHOME HOME PHOXNE
John Cox 915/686-7532 915/687-1401

David Godsey 915/685-3116 915/682-1416

To advise Non-Operators before commencing operations, of the name and
address of the gealogist and/or engineer servicing the well.

To furnish Non-Operator the following reports, data, and information:
DURING THE DRILLING OF WELLS

a. Daily on each weekday morning a telephone drilling and completion

report to EaI] d ﬁQdSE;Z 915/685.3116 ,» giving
the nature of all work done and depth and formations penetrated,

beginning with the date actual work is commenced at the location
and continuigg until initial daily potential has been established
or, if a dry hole, the well has been plugged and abandoned.

b. Drillirg Time Record.

d. Water samples and water analyses.

e. Photoprint of forms required by the government office or body
that has jurfsdiction in the premises.

f. A log and history of the well (well record and formation record).

g- Field prints and final prints of an Induction-Electric Survey and
of a Gamna Ray/Acoustic Log (or equivalent).

h. Mud log (daily and final reports, if maintained).



A

i. Certified copy of pho;nprint of the plugying record required by
the governmenct oftice or budy having jurisdiction in the
premises, if the test is a dry hole.

§. Core analyses and core reports, Lf taken.

k. Any bottomhole pressure and surface pressure reports made.

1. Direction;l survey, if run.

n. Drill Stem tests, if caken.

n. Cas/oil ratio tests. .

0. One copy of vpen ilow potential oand shut-in tests, if gas well.

P Gas analyses.

The following information shall be sent to Non-Uperators at the
following address and in the number of copies specified:

John P. Cox 0il & Gas Enterprises
P.0. Box 10885
Midland, Texas 79702

*** Ph. 916/686-7532 Home 915/687-1401
CoPIES
1 Government forms, permits and
Correspondence
2 Field Prints of logs and survey

(1ES or equivalent, GR/Acoustic
or equivalent)

2 Final print logs

"~

Mud log (daily and final prints,
if maincained)

1 Drill Sctem Test reports, if run
1 Core analyses, if taken
1 Any boctom hole pressure and suriface

pressure reports

1 Gas and water analyses



AUTHORITY FOR EXPENDITURE
DRUM ENERGY CORP.
HOUSE PROSPECT

FRANCIS EVELYN #1

INTANGIBLE PRODUCER DRY HOLE
Abstract/Title opinion $ 6,000 $ 6,000
Survey/Location/ODamages 5,000 5,000
Drilling footage @ $11.00 68,200 68,200

Rotary day work: 2 days @ $4200 8,400 8,400
Pulling unit: 4 days @ $1200 4,800
Drilling fiuid &trucking 8,000 8,000
Drilling mud and chemicals 4,000 4,000
Surface csg. cement & hardware 4,000 4,000
Production csg. cement & DV tool 22,900
Pit lining 750 750
Mud logging 1,000 1,000
Oper hole logging ) 5,600 5,600
Parforating ) 1,200
Acidizing 2,200
Frac 25,000
Engineering/Supervision 4,500 3,600
Rental equipment 2,500 < 1,500 .
Trucking and forklift 4,000 2,500
Labor: surface installations 2,500
Overhead 1,500 1,200
Plugging (cement, dry hole marker, site restoration) - 4,000
Contingencies: 10% 17,600 11,800
TOTAL INTANGIBLE $ 193,650 $ 129,550
TANGIBLE
Surface csg.: 1600 fest 8 5/8 @ $8.00 12,800 12,800
Production ¢sg.: 6200 feet 5 1/2 @ $3.75 23,250
Tubing: 6200 feet 2 7/8 @ $2.25 13,950
Rods: 6200 feet @ .90 5,580
Downhole pump 1,200
Wellhead 1,750 750
Flowlines and connections 2,000
Tankage: {2) 300 steel, (1) 500 fiberglass 8,000
Pumping unit and base 15,000
Motor and controls 2,500
Heater treater 2,500
Electrification 3,500
Contingincies: 10% 9,200 1,350
TOTAL TANGIBLE $ 101,230 $ 14,900
Cash plugging bond: 7,500
TOTAL $ 302,380 $ 144,450
YOUR SHARE: 0.015625 Wi $ 4725 $ 2257

It is recognized and understood that the amounis herein are csiimates only and that appoval of this authorization shall
extend to the actual costs incurred in the conduct of the operation specified whether more or less that set out herein.

APPROVED BY WORKING INTEREST OWNER:
John P. Cox DRUM ENERGY CORP.

T \}QMQ @/}/ : 6‘2943 By: / \t}/@/L\\/m' -/ / ‘?3

Date Date
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A.APL FORM 61t - MODEL FORM OPERATING AGREEMENT - 1982

ARTICLE V.
OPERATOR

A. Designation and Responsibilities of Opesator:

TX@ Production Corp. ol be the
Operawn of e Contract Area, and shall conduct and discet and have full conteol of all operstions on the Contract Area as permitted and
required by, sad within the inits of this agreemunt. It shall conduct all such operations in » good snd workmanlike manner, but it shall
have no liability ss Operator 10 the other parties-tor losses sustained or liabilities incurred, except such as may result fom gross
negbpence of willful misconduct.

B. Resignation or Remoral of Operator and Selection of Successor:

1. Resiggation or Removal of Operator: Operator may resign at any time by giving writien notice thereof 10 Non-Operators.
U Operator tesmin:-es its egal existence. no konger owns an interest hereunder in the Contract Area, of is no longer capable of serving as
Operator, Opdeator shall be devmed 10 have resigned without any action by Non Operators, except the selection of a sucressor. Operator
may be remowed if it fails or refuses 10 carry out its duties hereunder, or becomes insolvent, bankrupt or is placed in receivership, by the
atlirmative vete of two (2) or more Non-Operators owning a majority interest based on ownership as shown on Exhibit A’ semaining
alter excluding the voting intcrest of Operator. Such resignation or removal shall not become lfective until 7:00 o'dlock AM.-on the
fiest day of the calendar month following the expiration of nincty (90) days afier the giving of notice of resignation by Operator or action
by the Non-Operators 1o semor e Operator, unless a successor Operator has been selected and assumcs the dutics of Operator at an carlier
date. Operatae, after effective date of resignation or removal, shall be bound by the terms hereof as 2 Non-Operator. A change of a cor-
porate name oF structure of Operator of transter of Operator’s interest to any single subsidiary, parent or successor cocporation shall not
be the basis far removal of Opcrator.

2. Selection of Successor Operator: Upon the resignation or removal of Operator, a successor Qperatos shall be selecied by
the parties. The successor Operator shall be selected from the parties owning an interest in the Contract Arca at the time such successor
Operator is sebvind. The successaor Operator shallbeseleviad by the affirmative vote of two (2)or mus e parives owning 2 majority nwerese
Bused on owmeeship as shown on Exhibit **A°"; providid. however, # an Opciator which bas been removed Lails 10 voscor vores only to
succend itsell, phe successor Operator shall be selected by the sffirmative vote of two (2) or more parties owning a majority interest based
on ownership as shown on Exhibit **A"" remaining alter excluding the voting interest of the Operator that was M}

7] : o

C. Employees: add  or rrs::,nec‘

The number of employers used by Operator in conducting operations hereunder, their selection. and the hours of labor and the
compensation for services pecformed shall be determined by Operator, and all such employees shall be the employcees of Operator.

D. Drilling Contracts:

All wellsdrilled on the Contract Area shall be drilled on a competitive contract basis at the usual rates prevailing in the area. If it so
desires. Opesasor may employ its own tools and equipment in the drilling of wells, but its charges therefor shafl not exceed the prevailing
rates iﬂ (km 1 cha i et Jandd L ] L:. ' $ o N Laad. PN p o J.“‘d

such work shall be performcd by Operator under the same terms and conditions as are customary and usual in the area in contracts of in-
dependent comtractors who are doing work of a similar nature.

ARTICLE VI.
DRILLING AND DEVEI OPMENT

A. Initial Well: have the option but not
the obligation to
anyﬂuuhe_ls_[__d:yd September . l‘)ﬂ.Opeums)ul/cmnmtmlh&ilingdanﬂbr

oil and gas at the following location:

165" FWi. & 198B0' FSL Section 74, Block 5, H&GN RR Co. Survey, Garza
County, Texas

and shall theseafrer conunue the drilling of the well with due diligence 10 7900 or a depth sufficient
to test the Ellenberger formation, whichever is the lesser

unless pranite of other practically impencirable sobuance or condition i the hole, which renders lurther deilbing impracuical, is en-
counicred 2¢ 2 fesser dvpth. or unless all pariics apree (0 complete or abandon the well at & lesser depth.

Opcrases shall make reasonable tests of all formations encountered during drilling which pive indication of m oil and
£33 10 quaneibes sullicwnt 10 test, unkss this agreement shall be limited in 1t application to 8 speeific lormation of formations. in which
event Operavor shal b reqanred to test only the formavon of formations to which this agreement may apply. | . e

*”



DRUM ENERGY P.O. Box 2134

CORPORATION Midland, Texas 79702

915/684-9081
Fax 915/683-3520

June 11, 1993

John P. Cox
P.0O. Box 10885
Midland, TX 79702

Re: SW/4 Section 35, T19S-R38E, Lea
County, NM

Dear Mr. Cox,

Records indicate that you own a 1.5625% mineral leasehold interest (2.5 net
acres) under the above captioned property. Drum Energy Corporation intends to
drill a well on this acreage to test the Blinebry Formation as soon as
practicable. If you would like to participate in this project to the extent of
your leasehold ownership we require execution of the enclosed Authority for

Expenditure and a deposit of your share of estimated completed well costs at
this time.

Operations will be conducted by Drum Energy Corporation under the A.A.P.L.
Form 610-1982 Model Form Operating Agreement with COPAS-1984 Accounting
Procedure. Drilling overhead to be $3000 per month; workover and producing
overhead to be $300 per month per well. There will be no gas balancing
agreement; operator will contract gas sales for the working interest owners.
Working interest owners will pay in their proportionate share of $7500 cash
plugging bond on each well. This amount is refundable when plugging occurs and
will bear interest to be credited to the working interest owners.

If it is your desire not to participate, we offer to purchase your interest
for $100 per net mineral acre and your delivery of a 75% net revenue interest
assignment. Please indicate this preference by checking the space below and
signing and returning a copy of this letter.

A stamped return envelope has been enclosed for your convenience. Thank you.

Yours truly,
DRUM ENERGY CORPORATION

By: ;\/Wﬂ/\—j

David R. Mussett, President

I wish to sell.

By: Date:




AUTHORITY FOR EXPENDITURE
DRUM ENERGY CORP.
HOUSE PROSPECT
FRANCIS EVELYN #1

INTANGIBLE PRODUCER DRY HOLE

Abstract/Title opinion $ 6,000 $ 6,000

Survey/Location/Damages 5,000 5,000

Drilling footage @ $11.00 68,200 68,200
Rotary day work: 2 days @ $4200 8,400 8,400

Pulling unit: 4 days @ $1200 4,800

Drifling fluid &trucking 8,000 8,000

Drifling mud and chemicals 4,000 4,000

Surface csg. cement & hardware 4,000 4,000

Production csg. cement & DV tool 22,900

Pit lining 750 750

Mud logging 1,000 1,000

Open hole logging - . 5,600 5,600

Perforating ’ 1,200

Acidizing 2,200

Frac 25,000

Engineering/Supervision 4,500 . 3,600

Rental equipment ) 2,500 1,500

Trucking and forklift 4,000 2,500

Labor: surface installations 2,500 :

Overhead 1,500 1,200

Plugging (cement, dry hole marker, site restoration) 4,000

Contingencies: 10% 17,600 11,800

TOTAL INTANGIBLE $ 193,650 $ 129,550

TANGIBLE

Surface csg.: 1600 feet 8 5/8 @ $8.00 12,800 12,800

Production csg.: 6200 feet51/2 @ $3.75 23,250

Tubing: 6200 feet 2 7/8 @ $2.25 13,950

Rods: 6200 feet @ .90 5,580

Downhole pump 1,200

Wellhead 1,750 750

Flowlines and connections 2,000

Tankage: (2) 300 steel, (1) 500 fiberglass 8,000

Pumping unit and base 15,000

Motor and controls 2,500

Heater treater 2,500

Electrification 3,500

Contingincies: 10% 9,200 1,350

TOTAL TANGIBLE $ 101,230 $ 14,900

Cash plugging bond: 7,500

TOTAL $ 302,380 $ 144,450

YOUR SHARE: 0.015625 Wi $ 4,725 $ 2,257

It is recognized and understood that the amounts herein are estimates only and that appoval of this authorization shall
extend to the actual costs incurred in the conduct of the operation specified whether more or less that set out herein.

APPROVED BY WORKING INTEREST OWNER:
John P. Cox DRUM ENERGY CORF.

By: /;9 /\4//)/[#\:%-—1 3

Date Date
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Joe Alexander Oil & Gas Properties
P.O. Box 3081
Midland, TX 79702
(915) 685-1357

July 13, 1993

Mr. Max W. Coll, II
Rt #9, Box 72F
Santa Fe, NM 87505

Dear Mr. Coll:

Enclosed please find an Oil & Gas Lease , covering SW/4 Section 35, T-19S R-38E, Lea Co., NM, and a
draft in the amount of $250.00. This is the lease that you negotiated with David Mussett of DRUM
Energy.

Please sign the lease before a Notary Public. Make sure the Notary Public completes the acknowledgment,
located on the last page of the lease, including his/her signature, seal and the date his/her commission
expires. Take the executed lease and collection draft to your bank for forwarding here to Midland.

You requested that the lease be made out to you as your "Sole and Separate Property". We have styled the
lease accordingly. However, our title opinion shows Martha M. Coll as a commuaity owner. Please
provide the documentation necessary to prove that this is Sole and Separate Property. It will be required
before we can pay the draft.

If you have any questions, or I can be of any further service, please don't hesitate to call me.

Sincerely,

Joe Alexander



OIL AND GAS LEASE
(Paid Up)

THIS AGREEMENT made and entered into this 12th day of July, 1993, by and between Max W. Coll, 1
dealing herein with his sole and separate property, Rt. 8 Box 72F, Santa Fe, NM 87505, hereinafter called
"Lessor”, whether one or more, and DRUM Energy Corporation, P.O. Box 2134, Midland, TX 79702,
hereinafter called "Lessee”.

1. Lessor, in consideration of the sum of Ten Dollars and other good and valuable consideration
($10.00 OGVC), in hand paid, the receipt of which is hereby acknowledged, and of the royalties herein
provided and the agreements of Lessee herein contained, hereby grants, leases and lets exclusively unto
Lessee for the purpose of investigating, exploring, prospecting drilling and operating for and producing oil
and gas, injecting gas, waters, other fluids, and air into subsurface strata, laying pipe lines, storing oil,
building tanks, roadways, telephone lines and other structures and things thereon to produce, save, take
care of, treat, process, store and transport oil, as and other hydrocarbons, that may be produced from
the following described land in Lea County, New Mexico, to-wit:

Township 19 South, Range 38 East NMPM
Section 35: SW/4

2. Without reference to the commencement, prosecution or cessation at any time of drilling or other
development operations, or to the discovery, development or cessation at any time of production of oil, gas
or other hydrocarbons, and notwithstanding anything else herein contained to the contrary, this lease
shall he for a term of one (1) year from the date hereof, hereinafter called "primary term”, and as long
thereafter as oil, gas or other hydrocarbons are produced from said land or land with which said land is
pooled hereunder.

3. The royalties to be paid by Lessee are: (a) on oil, and other liquid hydrocarbons saved at the well,
one-fourth (1/4) of that produced and saved from said land, same to be delivered at the wells or to the credit
of Lessor in the pipelines to which the wells may be connected; Lessor's interest in either case shall bear
its proportion of any expenses for treating oil to make it marketable as crude; (b) on gas, including casinghead
gas and all gaseous substances, produced from said land and sold or used off the premises or in the
manufacture of gasoline or other products therefrom, the market value at the mouth of the well of one-
fourth {1/4) of the gas so sold or used, provided that on gas sold at the wells the royalty shall
be one-fourth {1/4) of the amount realized from such sale; (c} at any time, and from time to time, either at
or after the expiration of the primary term of this lease, if there is a gas well or wells on said land (and for the
purposes of this clause (c) the term "gas well” shall include wells capable of producing natural gas,
condensate, distillate, or any gaseous substance and wells classified as gas wells by any governmental
authority) and such well or wells are or have been shut-in before or after production therefrom, it shali be
deemed that said well or wells are producing gas within the meaning of paragraph 2 of this lease and this
lease shall not terminate. In such event, Lessee covenants and agrees to pay as royalty, shut-in gas
royalty in the amount of one dollar ($1.00} per mineral acre per annum as long as such well or wells are
shut-in and this lease is not maintained in force or effect by other provisions hereof. Such shut-in royalty
shall be made by check or draft of Lessee mailed or delivered to the parties entitled thereto. In the event
Lessee is obligated to pay the shut-in royalty above indicated, the first payment of such shut-in royalty shall be
due and payable on or before ninety (30} days following the date on which the well is shut-in, or if shut-in
during the primary term then on or before ninety {90) days following the expiration of the primary term, and
subsequent payments, if required under the terms of this paragraph, shall be due and payable annually on or
before the anniversary of the date of the original payment. It is specifically provided that this is a paid-up
lease during the term set out above as "primary term” and there shall be no obligation or liability on the
Lessee to make any shut-in royalty payment or other payment during said primary term, and without any
such payment this lease shall remain in full force and effect during said primary term. The obligation to
pay the shut-in royalty provided for above, shall be a covenant running with the land and, under no

coenditions, shail the failure to comply with such obligation serve or be used to terminate this lease or to
work any forfeiture.

4. Lessee is hereby granted the right and power, from time to time to pool or combine this lease, the
land covered by it or any part or horizon thereof with any other land, lease, leases, mineral estates or parts
thereof for the production of oil or gas. Units pooled hereunder shall not exceed the standard proration unit
fixed by law or by the New Mexico Oil Conservation Commission or by other tawful authority for the pool or
area in which said land is situated, plus a tolerance of 10%. Lessee shall file written unit designations in the
county in which the premises are located and such units may be designated from time to time and either
before or after the completion of wells. Drilling operations on or production from any part of any
such unit shall be contained for all purposes, except the payment of royalty, as operations conducted
upon or production from the land described in this lease. There shall be allocated to the land covered by
this lease included in any such unit that portion of the total production of pooled minerals from wells in
the unit, after deducting any used in lease or unit operations, which the number of surface acres in the
land covered by this lease included in the unit bears to the total number of surface acres in the unit. The
production so allocated shall be considered for all purposes, including the payment or delivery of royalty,
to bhe the entire production of pooled minerals from the portion of said land covered hereby and included in



said unit in the same manner as though produced from said land under the terms of this lease. Any pooled
unit designated by lessee, as provided herein, may be dissolved by Lessee by recording an appropriate
instrument in the County where the land is situated at any time after the completion of a dry hole or the
Lessation of Production on said unit.

5. If, at the expiration of the primary term of this lease, oil, gas or other hydrocarbons are not
being produced from the lease premises, but Lessee is then engaged in drilling or reworking
operations thereon, or shall have completed a dry hole thereon within 60 days prior to the end of the primary
term, this lease shall remain in force so long as drilling or reworking operations are prosecuted (whether on
the same or different wells) with no cessation of more than sixty (60) consecutive days, and if they result in
production, so long thereafter as oil, gas or other hydrocarbons are produced from said land. If production
of oil, gas or other hydrocarbons on said land should cease from any cause after the primary term,
this lease nevertheless shall continue in force and effect as long as additional drilling operations or
reworking operations are conducted on this lease, which additional operations shall be deemed to be had
when not more than sixty (60) days elapse between the abandonment of operations on one well and the
commencement of operations on another well, and if production is obtained this lease shall continue as long
thereafter as oil, gas or other hydrocarbons are produced from said land, and as long thereafter as additional
operations, either drilling or reworking, are had thereon. In the event a well or wells producing oil or gas in
paying quantities should be brought in on adjacent land and within 660 feet of and draining the leased
premises. Lessee agrees to drill such offset well as a reasonably prudent operator would drill under the same
or similar circumstances. The judgment of the Lessee, when not fraudulently exercised, in carrying out
the purpose of this lease shall be conclusive.

6. Lessee shall have free use of oil, gas and water from said land, except water from lessor's wells
and tanks, for all operations hereunder, including, but not limited to, repressuring, pressure
maintenance, cycling, and secondary recovery operations, and the royalty on oil and gas shall be
computed after deducting any so used. Lessee shall 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 the right to draw and
remove all casing. No well shall be drilled within two hundred (200) 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 the heirs, executors, administrators, successors and assigns of the parties hereto, but no
change or division in ownership of the land or royalties, however accomplished, shall operate to enlarge
the obligations or diminish the rights of Lessee or impair the effectiveness of any payment heretofore made
by Lessee. No such change or division to the ownership of the land or royalties shall impair the
effectiveness of any payment theretofore made by Lessee or be binding upon Lessee for any purpose (and
irrespective of whether Lessee has either actual or constructive knowledge thereof) until 60 days after
such person acquiring any interest has furnished Lessee with the instrument, or instruments, or certified
copies thereof, constituting his chain of title from the original Lessor.

8. Lessee shall not be liable for delays or defaults in its performance of any agreement or
covenant hereunder due to force majure. The term "force majure” as employed herein shall mean: any act of
God including but not limited to storms, floods, washouts, Ilandslides and lightning; acts of the public
enemy; wars, blockades, insurrection or riots; strikes or lockouts; epidemics or quarantine regulations; laws,
acts, orders or requests of federal, state, municipal or other governments or other governmental officers
or agents under color of authority; freight embargoes or failures; exhaustion or unavailability or delays in
delivery of any product labor, service or material. If Lessee is required, ordered or directed by any
federal, state or municipal law, executive order, rule, regulation or request enacted or promulgated under
color of authority to cease drilling operations, reworking operations or producing operations on the land
covered by this lease or if Lessee by force majure is prevented from conducting drilling operations,
reworking operations, or producing operations, then until such time as such law, order, rule, regulation,
request or force majure is terminated, and for a period of ninety {390) days after such termination each and
every provision of this lease that might operate to terminate it, or the estate conveyed by it, shall be
suspended and inoperative and this lease shall continue in full force. If any period of suspension occurs during
the primary term, the time thereof shall be added to such term.

9. Llessor hereby warrants and agrees to defend the title to said land and agrees that Lessee, at its
option, may discharge any tax, mortgage, other lien upon said land and in the event Lessee does so, it shall
be subrogated to such lien with the right to enforce the same and apply royalties accruing hereunder toward
satisfying same. Without impairment of Lessee's right under the warranty in the event of failure of title in
whole or in part, it is agreed that if Lessor does not own, or have the right to lease, the entire mineral estate
herein purported to be leased in the land above described, then the royalties and any other sums payable
hereunder shall be reduced proportionately. Should any party named above as Lessor fail to execute this
lease, or should any party execute the lease who is not named as a Lessor, it shall nevertheless be binding
upon the party or parties executing the same.

10. Lessee, its successors and assigns, shall have the right at any time to surrender this lease, in whole
or in part, to Lessor, or his heirs and assigns by delivering or mailing a release thereof to the lessor, or by
placing a release thereof of record in the county in which said land is situated; thereupon Lessee shall be
relieved from all obligations, expressed or implied, of this agreement as to the acreage so surrendered.



IN WITNESS WHEREOF, this instrument is executed the day and year first above written.

Max W. Coll, il
SSN:
ACKNOWLEDGMENT
STATE OF New Mexico
COUNTY OF
The foregoing instrument was acknowledged before me this day of
W. Coll I, in the capacities stated therein.

NOTARY PUBLIC

My commission expires:

STATE OF

COUNTY OF

The foregoing instrument was acknowledged before me this day of
. in the capacities stated therein.

NOTARY PUBLIC

My commission expires:

1993, by Max

1993, by
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Joe Alexander Oil & Gas Properties
P.O. Box 3081
\Midland, TX 79702
(915) 685-1357

July 13, 1993

Mr. Jon F. Coll
P.O. Box 1818
Roswell, N\ 88201

Dear Mr. Coll:

Enclosed please find an O1l & Gas Lease , covering SW/4 Section 35, T-19S R-38E, Lea Co., NM, and a
draft in the amount of $250 00, This is the {ease that you negotiated with David Mussett of DRUM
Energy.

Please sign the lease before a Notary Public. Make sure the Notary Public completes the acknowledgment,
located on the last page of the lease, including his/her signature, seal and the date his/her commission
expires. Take the executed lease and collection draft to your bank for forwarding here to Midland.

You requested that the lease be made out to you as your "Sole and Separate Property". We have styled the
lease accordingly. However. our title opinion shows Mary R. Coll as a community owner. Please provide
the documentation necessary to prove that this is Sole and Separate Property. [t will be required before we
can pay the draft.

If you have any questions. or [ can be of any further service, please don't hesitate to call me.

Sincerely.

Joe Alexandar



OIL AND GAS LEASE
{Paid Up)

THIS AGREEMENT made and entered into this 12th day of July, 1993, by and between Jon F. Coll,
dealing herein with his sole and separate property, P.O. Box 1818, Roswell, NM 88201, hereinafter called
"Lessor", whether one or more, and DRUM Energy Corporation, P.O. Box 2134, Midland, TX 79702,
hereinafter called "Lessee™.

1. Lessor, in consideration of the sum of Ten Dollars and other good and valuable consideration
{$10.00 OGVC), in hand paid, the receipt of which is hereby acknowledged, and of the rovalties herein
provided and the agreements of Lessee herein contained, hereby grants, leases and lets exclusively unto
Lessee for the purpose of investigating, exploring, prospecting drilling and operating for and producing oil
and gas, injecting gas, waters, other fluids, and air into subsurface strata, laying pipe lines, storing oil,
building tanks, roadways, telephone lines and other structures and things thereon to produce, save, take
care of, treat, process, store and transport oil, as and other hydrocarbons, that may be produced from
the following described land in Lea County, New Mexico, to-wit:

Township 19 South, Range 38 East NMPM
Section 3b: SW/4

2. Without reference to the commencement, prosecution or cessation at any time of drilling or other
development operations, or to the discovery, development or cessation at any time of production of oil, gas
or other hydrocarbons, and notwithstanding anything else herein contained to the contrary, this lease
shall be for a term of one (1) year from the date hereof, hereinafter called "primary term™, and as long
thereafter as oil. gas or other hydrocarbons are produced from said land or land with which said land is
pooled hereunder,

3. The royalties to be paid by Lessee are: (a) on oil, and other liquid hydrocarbons saved at the well,
one-fourth (1/4) of that produced and saved from said land, same to be delivered at the wells or to the credit
nf { essor in the pipelines to which the wells may be connected; Lessor's interest in either case shall bhear
s proportion of any expenses for treating oil to make 1t marketable as crude; {b} on gas, including casinghead
gas and all gaseous substances, produced from said land and sold or used off the premises or in the
manufacture of gasoline or other products therefrom, the market value at the mouth of the well of one-
fourth (1/4) of the gas so sold or used, provided that on gas sold at the wells the royalty shall
be one-fourth (1/4) of the amount realized from such sale; (c) at any time, and from time to time, either at
or after the expiration of the primary term of this lease, if there is a gas well or wells on said land (and for the
purposes of this clause (¢} the term "gas well” shall include wells capable of producing natural gas,
condensate, distillate, or any gaseous substance and wells classified as gas wells by any governmental
authority) and such well or wells are or have been shut-in before or after production therefrom, it shall be
deemed that said well or wells are producing gas within the meaning of paragraph 2 of this lease and this
lease shall not terminate. In such event, Lessee covenants and agrees to pay as royalty, shut-in gas
rnyalty in the amount of one dollar {$1.00) per mineral acre per annum as long as such well or wells are
shut-in and this lease is not maintained in force or effect by other provisions hereof. Such shut-in royalty
shall be made by check or draft of Lessee mailed or delivered to the parties entitied thereto. In the event
Lessee is obligated to pay the shut-in royalty above indicated, the first payment of such shut-in royalty shall be
due and payable on or before ninety (90) days following the date on which the well is shut-in, or if shut-in
during the primary term then on or before ninety {90) days following the expiration of the primary term, and
subsequent payments, if required under the terms of this paragraph, shall be due and payable annually on or
before the anniversary of the date of the original payment. It is specifically provided that this is a paid-up
lease during the term set out above as "primary term” and there shall be no obligation or liability on the
Lessee to make any shut-in royalty payment or other payment during said primary term, and without any
such payment this lease shall remain in full force and effect during said primary term. The obligation to
pay the shut-in royalty provided for above, shall be a covenant running with the land and, under no
conditions, shall the failure to comply with such obligation serve or be used to terminate this lease or to
work any forfeiture.

4. Lessee is hereby granted the right and power, from time to time to pool or combine this lease, the
land covered by it or any part or horizon thereof with any other land, lease, leases, mineral estates or parts
thereof for the production of oil or gas. Units pooled hereunder shall not exceed the standard proration unit
fixed by law or by the New Mexico Oil Conservation Commission or by other lawful authority for the pool or
area in which said land is situated, plus a tolerance of 10%. Lessee shall file written unit designations in the
county in which the premises are located and such units may be designated from time to time and either
before or after the completion of wells. Drilling operations on or production from any part of any
such unit shall be contained for all purposes, except the payment of royalty, as operations conducted
v ar production from the land described in this lease. There shall be allocated to the land covered by
this lease included inany such unit that portion of the total production of pooled nunerals trom wells i
the unit, after deducting any used in lease or unit operations, which the number of surface acres in the
land covered by this lease included in the unit bears to the total number of surface acres in the unit. The
production so allocated shall be considered for all purposes, including the payment or delivery of rovalty,
1~ bhe the entire production of pooled minerals from the portion of said land covered hereby and included in



said unit in the same manner as though produced from said land under the terms of this lease. Any pooled
unit designated by lessee, as provided herein, may be dissolved by Lessee by recording an appropriate
instrument in the County where the land is situated at any time after the completion of a dry hole or the
cessation of Production on said unit.

5. If, at the expiration of the primary term of this lease, oil, gas or other hydrocarhbons are not
being produced from the lease premises, but Lessee is then engaged in drilling or reworking
operations thereon, or shall have completed a dry hole thereon within 60 days prior to the end of the primary
term, this lease shall remain in force so long as drilling or reworking operations are prosecuted (whether on
the same or different wells) with no cessation of more than sixty (60) consecutive days, and if they result in
nroduction, so long thersafter as oil, gas or other hydrocarbons are produced from said tand. f production
of oil, gas or other hydrocarbons on said land should cease from any cause after the primary term,
this lease nevertheless shall continue in force and effect as long as additional drilling operations or
reworking operations are conducted on this lease, which additional operations shall be deemed to be had
when not more than sixty (60) days elapse between the abandonment of operations on one well and the
commencement of operations on another well, and if production is obtained this lease shall continue as long
thereafter as oil, gas or other hydrocarbons are produced from said land, and as long thereafter as additional
operations, either drilling or reworking, are had thereon. in the event a well or wells producing ol or gas in
paying quantities should be brought in on adjacent land and within 660 feet of and draining the leased
premises. Lessee agrees to drill such offset well as a reasonably prudent operator would drill under the same
or similar circumstances. The judgment of the Lessee, when not fraudulently exercised, in carrying out
the purpose of this lease shall be conclusive.

6. Lessee shall have free use of oil, gas and water from said land, except water from Lessor's wells
and tanks, for all operations hereunder, including, but not limited to, repressuring, pressure
maintenance, cycling, and secondary recovery operations, and the royalty on oil and gas shall be
computed after deducting any so used. Lessee shall have the right at any time during or after the expiration of
this Iease ta remove all property and fixtures placed hy Lessee on said land, including the right to draw and
remove all casing. No  well shall be drilled within two hundred (200} feet of any residence or bharn 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 the heirs, executors, administrators, successors and assigns of the parties hereto, but no
change or division in ownership of the land or royalties, however accomplished, shall operate to enlarge
the obligations or diminish the rights of Lessee or impair the effectiveness of any payment heretofore made
by Lessee. No such change or division to the ownership of the land or royalties shall impair the
effectiveness of any payment theretofore made by Lessee or be binding upon Lessee for any purpose (and
irrespective of whether Lessee has either actual or constructive knowledge thereof) until 60 days after
such person acquiring any interest has furnished Lessee with the instrument, or instruments, or certified

cnes thorent, constitating his chain of vtle from the original Lessor.

8. Lessee shall not be liable for delays or defauits in its performance of any agreement or
covenant hereunder due to force majure. The term "force majure™ as employed herein shall mean: any act of
God including but not limited to storms, floods, washouts, landslides and lightning; acts of the public
enemy; wars, blockades, insurrection or riots; strikes or lockouts; epidemics or quarantine regulations; laws,
acts, orders or requests of federal, state, municipal or other governments or other governmental officers
or agents under color of authority; freight embargoes or failures; exhaustion or unavailability or delays in
delivery of any product labor, service or material. If Lessee is required, ordered or directed by any
federal, state or municipal law, executive order, rule, regulation or request enacted or promulgated under
color of authority to cease drilling operations, reworking operations or producing operations on the land
covered by this  lease or if Lessee by force majure is prevented from conducting drilling operations,
reworking operations, or producing operations, then until such time as such law, order, rule, regulation,
request or force majure is terminated, and for a period of ninety {30) days after such termination each and
every provision of this lease that might operate to terminate it, or the estate conveyed by it, shall be
suspended and inoperative and this lease shall continue in full force. If any period of suspension occurs during
the primary term, the time thereof shall be added to such term.

9. Lessor hereby warrants and agrees to defend the title to said land and agrees that Lessee, at its
option, may discharge any tax, mortgage, other lien upon said land and in the event Lessee does so, it shall
be subrogated to such lien with the right to enforce the same and apply royalties accruing hereunder toward
satisfying same. Without impairment of Lessee's right under the warranty in the event of failure of title in
whole or in part, it is agreed that if Lessor does not own, or have the right to lease, the entire mineral estate
herein purported to be leased in the land above described, then the royalties and any other sums payable
hereunder shall be reduced proportionately. Should any party named above as Lessor fail to execute this
tease, or should any party execute the lease who is not named as a Lessor, it shall nevertheless be binding
upon the party or parties executing the same.

10. Lessee, its successors and assigns, shall have the right at any time to surrender this lease, in whole
orin part, to Lessor, or his heirs and assigns by delivering or mailing a release thereof to the lessor, or by
placing a release thereof of record in the county in which said land is situated; thereupon Lessee shall be
relieved from all obligations, expressed or implied, of this agreement as to the acreage so surrendered.



IN WITNESS WHEREQF, this instrument is executed the day and year first above written.

Jon F. Coll
SSN:
ACKNOWLEDGMENT
STATE OF New Mexico
COUNTY OF
The foregoing instrument was acknowledged before me this day of

F. Coll, in the capacities stated therein.

NOTARY PUBLIC

My commission expires:

STATE OF

COUNTY OF

The foregoing instrument was acknowledged before me this day of
, in the capacities stated therein.

NOTARY PUBLIC

My commission expires:

1993, by Jon

1993, by



- Joe Alexander Oil & Gas Properties
P.O. Box 3081
Midland, TX 79702
(915) 685-1357

July 13, 1993

Mr. Charles H. Coll
P.O. Box 1818
Roswell, NM 88201
Dear Mr. Coll:

Enclosed please find an Oil & Gas Lease , covering SW/4 Section 35, T-19S R-38E, Lea Co., NM, and a
draft in the amount of $250.00. This is the lease that you negotiated with David Mussett of DRUM
Energy.

Please sign the lease before a Notary Public. Make sure the Notary Public completes the acknowledgment,
located on the last page of the lease, including his/her signature, seal and the date his/her commission
expires. Take the executed lease and collection draft to your bank for forwarding here to Midland.

If you have any questions, or | can be of any further service, please don't hesitate to call me.

Sincerely,

Joe Alexander
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OIL AND GAS LEASE
{Paid Up)

THIS AGREEMENT made and entered into this 12th day of July, 1993, by and between Charles H. Coll,
dealing herein with his sole and separate property, P.O. Box 1818, Roswell, NM 88201, hereinafter called
"Lessor", whether one or more, and DRUM Energy Corporation, P.O. Box 2134, Midland, TX 78702,
hereinafter called "Lessee”.

1. Lessor, in consideration of the sum of Ten Dollars and other good and valuable consideration
1$10.00 OGVC), in hand paid, the receipt of which is hereby acknowledged, and of the royalties herein
provided and the agreements of Lessee herein contained, hereby grants, leases and lets exclusively unto
Lessee for the purpose of investigating, exploring, prospecting drilling and operating for and producing oil
and gas, injecting gas, waters, other fluids, and air into subsurface strata, laying pipe lines, storing oil,
building tanks, roadways, telephone lines and other structures and things thereon to produce, save, take
care of, treat, process, store and transport oil, as and other hydrocarbons, that may be produced from
the following described land in Lea County, New Mexico, to-wit:

Township 19 South, Range 38 East NMPM
Section 35: SW/4

2. Without reference to the commencement, prosecution or cessation at any time of drilling or other
development operations, or to the discovery, development or cessation at any time of production of oil, gas
or other hydrocarbons, and notwithstanding anything else herein contained to the contrary, this lease
shall be for a term of one (1) year from the date hereof, hereinafter called "primary term”, and as long
thereafter as oil, gas or other hydrocarbons are produced from said land or land with which said land is
pooied hereunder.

3. The royalties to be paid by Lessee are: (a) on ail, and other liquid hydrocarbons saved at the well,
one-fourth {1/4) of that produced and saved from said land, same to be delivered at the wells or to the credit
of Lessor in the pipelines to which the wells may be connected; Lessor's interest in either case shall bear
its proportion of any expenses for treating oil to make it marketable as crude; (b) on gas, including casinghead
gas and all gaseous substances, produced from said land and sold or used off the premises or in the
manufacture of gasoline or other products therefrom, the market value at the mouth of the well of one-
fourth (1/4) of the gas so sold or used, provided that on gas sold at the wells the royalty shail
be one-fourth (1/4) of the amount realized from such sale; (c) at any time, and from time to time, either at
or after the expiration of the primary term of this lease, if there is a gas well or wells on said land (and for the
purposes of this clause (c) the term "gas well" shall include wells capable of producing natural gas,
condensate, distillate, or any gaseous substance and wells classified as gas wells by any governmental
authority) and such well or wells are or have been shut-in before or after production therefrom, it shall be
deemed that said well or wells are producing gas within the meaning of paragraph 2 of this lease and this
lease shall not terminate. In such event, Lessee covenants and agrees to pay as royalty, shut-in gas
royalty in the amount of one dollar ($1.00)} per mineral acre per annum as long as such well or wells are
shut-in and this lease is not maintained in force or effect by other provisions hereof. Such shut-in royalty
shall be made by check or draft of Lessee mailed or delivered to the parties entitled thereto. In the event
Lessee is obligated to pay the shut-in royalty above indicated, the first payment of such shut-in royalty shall be
due and payable on or before ninety (90) days following the date on which the well is shut-in, or if shut-in
during the primary term then on or before ninety (90) days following the expiration of the primary term, and
subsequent payments, if required under the terms of this paragraph, shall be due and payable annually on or
hefore the anniversary of the date of the original payment. [t is specifically provided that this is a paid-up
lease during the term set out above as "primary term” and there shall be no obligation or liability on the
Lessee to make any shut-in royalty payment or other payment during said primary term, and without any
such payment this lease shall remain in full force and effect during said primary term. The obligation to
pay the shut-in royalty provided for above, shall be a covenant running with the land and, under no

conditions,  shall the failure to comply with such obligation serve or be used to terminate this lease or to
work any forfeiture.

4. Lessee is hereby granted the right and power, from time to time to pool or combine this lease, the
land covered by it or any part or horizon thereof with any other land, lease, leases, mineral estates or parts
thereof for the production of oil or gas. Units pooled hereunder shall not exceed the standard proration unit
fixed by law or by the New Mexico Qil Conservation Commission or by other lawful authority for the pool or
area in which said land is situated, plus a talerance of 10%. Lessee shall file written unit designations in the
county in which the premises are located and such units may be designated from time to time and either
before or after the completion of wells. Drilling operations on or production from any part of any
such unit shall be contained for all purposes, except the payment of royalty, as operations conducted
upon or production from the land described in this lease. There shall be allocated to the land covered by
this lease included in any such unit that portion of the total production of pooled minerals from wells in
the unit, after deducting any used in lease or unit operations, which the number of surface acres in the
land covered by this lease included in the unit bears to the total number of surface acres in the unit. The
production so allocated shall be considered for all purposes, including the payment or delivery of royalty,
to be the entire production of poaled minerals from the portion of said land covered hereby and included in



said unit in the same manner as though produced from said land under the terms of this lease. Any pooled
unit designated by lessee, as provided herein, may be dissolved by Lessee by recording an appropriate
instrument in the County where the fand is situated at any time after the completion of a dry hole or the
cessation of Production on said unit.

b, If, at the expiration of the primary term of this lease, oil, gas or other hydrocarbons are not
being produced from the lease premises, but Lessee is then engaged in drilling or reworking
operations thereon, or shall have completed a dry hote thereon within 60 days prior to the end of the primary
term, this lease shall remain in force so long as drilling or reworking operations are prosecuted (whether on
the same or different wells) with no cessation of more than sixty {60) consecutive days, and if they resuit in
production, so long thereafter as oil, gas or other hydrocarbons are produced from said land. f production
of oil, gas or other hydrocarbons on said land should cease from any cause after the primary term,
this lease nevertheless shall continue in farce and effect as long as additional driling operations or
reworking operations are conducted on this lease, which additional operations shall be deemed to be had
when not more than sixty (60) days elapse between the abandonment of operations on one well and the
commencement of operations on another well, and if production is obtained this lease shall continue as long
thereafter as oil, gas or other hydrocarbons are produced from said land, and as long thereafter as additional
operations, either drilling or reworking, are had thereon. In the event a well or wells producing oil or gas in
paying quantities should be brought in on adjacent land and within 660 feet of and draining the leased
premises. Lessee agrees to drill such offset well as a reasonably prudent operator would drill under the same
or similar circumstances. The judgment of the Lessee, when not fraudulently exercised, in carrying out
the purpose of this lease shall be conclusive.

6. Lessee shall have free use of oil, gas and water from said land, except water from Lessor's wells
and tanks, for all operations hereunder, including, but not Ilimited to, repressuring, pressure
maintenance, cycling, and secondary recovery operations, and the royalty on oil and gas shall be
computed after deducting any so used. Lessae shall 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 the right to draw and

remove all casing. No well shall be drilled within two hundred (200) 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 the heirs, executors, administrators, successors and assigns of the parties hereto, but no
change or division in ownership of the land or royalties, however accomplished, shall operate to enlarge
the obligations or diminish the rights of Lessee or impair the effectiveness of any payment heretofore made
by Lessee. No such change or division to the ownership of the land or royalties shall impair the
effectiveness of any payment theretofore made by Lessee or be binding upon Lessee for any purpose {and
irrespective of whether Lessee has either actual or constructive knowledge thereof} until 60 days after
such person acquiring any interest has furnished Lessee with the instrument, or instruments, or certified
copies thereof, constituting his chain of title from the original Lessor.

8. Lessee shall not be liable for delays or defaults in its performance of any agreement or
covenant hereunder due to force majure. The term "force majure” as employed herein shall mean: any act of
God including but not limited to storms, floods, washouts, landslides and lightning; acts of the public
enemy, wars, blockades, insurrection or riots; strikes or lockouts; epidemics or quarantine regulations; laws,
acts, orders or requests of federal, state, municipal or other governments or other governmental officers
or agents under color of authority; freight embargoes or failures; exhaustion or unavailability or delays in
delivery of any product labor, service or material. |If Lessee is required, ordered or directed by any
federal, state or municipal law, executive order, rule, regulation or request enacted or promulgated under
color of authority to cease drilling operations, reworking operations or producing operations on the land
covered by this lease or if Lessee by force majure is prevented from conducting drilling operations,
reworking operations, or producing operations, then until such time as such law, order, rule, regulation,
request or force majure is terminated, and for a period of ninety (90) days after such termination each and
every provision of this lease that might operate to terminate it, or the estate conveyed by it, shall be
suspended and inoperative and this lease shall continue in full force. If any period of suspension occurs during
the primary term, the time thereof shall be added to such term.

9. Lessor hereby warrants and agrees to defend the title to said land and agrees that Lessee, at its
option, may discharge any tax, mortgage, other lien upon said land and in the event Lessee does so, it shall
be subrogated to such lien with the right to enforce the same and apply royalties accruing hereunder toward
satisfying same. Without impairment of Lessee's right under the warranty in the event of failure of title in
whole or in part, it is agreed that if Lessor daes not own, or have the right to lease, the entire mineral estate
herein purported to be leased in the land above described, then the royalties and any other sums payable
hereunder shall be reduced proportionately. Should any party named above as Lessor fail to execute this
lease, or should any party execute the lease who is not named as a Lessor, it shall nevertheless be hinding
upon the party or parties executing the same.

10. Lessee, its successors and assigns, shall have the right at any time to surrender this lease, in whole
or in part, to Lessor, or his heirs and assigns by delivering or mailing a release thereof to the lessor, or by
placing a release thereof of record in the caunty in which said land is situated; thereupon Lessee shall be
relieved from all obligations, expressed or implied, of this agreement as to the acreage so surrendered.



IN WITNESS WHEREOQOF, this instrument is executed the day and vear first above written.

Charles H. Coll
SSN:
ACKNOWLEDGMENT
STATE OF New Mexico
COUNTY OF
The foregoing instrument was acknowledged before me this day of

Charles H. Coll, in the capacities stated therein.

NOTARY PUBLIC

My commission expires:

STATE OF

COUNTY OF

The foregoing instrument was acknowledged before me this day of
, in the capacities stated therein.

NOTARY PUBLIC

My commission expires:

1993, by

1993, by



-

H.‘H.._‘:!-_:..ﬂ
s . , p i ...U.EH_: A
R [ EEY : ..:~ _:,U _;1..: i :_c-:_ .‘Mw:

l.::?.p:.t..: [EAl e
..lul: 4w..,~ui’~—~l{s:ll..—~l I RS |

="y o 3_:“

,;,:....3_.. . v—.“\m ! . “& mﬁ »U 5 ..lé,w,.
Sl wﬁ_m ﬁi ) %_ﬁ ,ﬁ |

il

peng el |
- H_xmnq 9»:!11!1]01.1.&-Nu n?nn n.42-+o~. Q:m 33 un
no:nnﬁzw bank, R

. PAY,TO THE ;. =0 | b TR T :w;:.w

L :i_mwomz oﬁ_ x,u.mammzzrloow.f.., e e
T e . ey Iz.:,.:. :.I, BT HASA AL L T == _

T,:_ T...:..!._ ,&Z:3__::zun.,a:_i:z:..i_:.!;:__U_:T.N:TL: _:li:.i:,u.,.w::,:: 3:: :z,

TWO mczuxwo m:éw mz; soEoo,_-,i.«,.:iw,m.ﬂ,‘lm....-,,i,.;1_,,_‘,?{-,,,_ ((((((( DOLLARS

T .

,,., . LT | H.:.r A:.n,, ;‘Hi,,.v.:A_;..,.a.:ﬁp,.;.:mu‘ SR

= 3... o
Ll i :_i{ e | zg i
Wil &)14..1@ ; o ke T e TN e W e T 1 | Ppengh 2§ Sl § 3 .... —030—:
See nmwﬂlzm%: =y SUERN R AR =3 A g sy Al e _ _:n“,._ru

. h?nn. vann L nw«-: 02 o n ¢ lease or mineral de. $ e; no:. O nere %no_.m:::n and a vo::. the collecting bank escrow agent
to hold this draft for the timie aboye %nn;,_na ﬂ:wnnn alone to acceptance of payiment hereof by the drawee, within'said time, and without any right of the drawer, payee
or n:a:ﬂvﬁ‘w tereof, or “said_grantors, 1o recall or emand return of this draft prior to the nxv_::on oﬁ the' wco<n wﬁnn.ona Edn n:& there shall be no :nc__:.w, s:npvonf(n
on Q.nno:nnCumvwan:n?m& 6285Gnmpan%:oaouocnvnxmjvo:_:;lE :.u,.. _ - _:- ;:r{_: o ~ 3 N e fl.:i- :.; Pk :_iu,:

= i dhe e %.%w iEnot _zaiaﬁ e solieqq Eiré eruidine Wpery _hwm o fyig ﬁi}

BRIy fPorbg gl hﬁ Eié,
= lr s di=is e T

T 3 Ll me, =S ,,,w.;_,ﬁ,n
u..;,_meﬁxmmzﬁmmom_ﬂ._w m %m&fﬁ,&_ :?ﬂf .

BRI

_,....i_,.,.:_s
,,m m

Ny P : S 79702 i1 N
: = :135«1:7&;: l“Aommn Em'mj m W.M l.;: .:_h.u;_ .E , f.t.%b. n n—i _JP, EiL %.._:uﬂ_:st.
= | ek No. 1§ 2 EPeipaPriiting &y Sutiprien) g THu:H;. =S Enehez T:.J:i.: .: ;_I ...;_uiﬁramoéf
:lu...jﬁ.ﬁmtrf”mﬂnirnnc}ﬂz ﬂoeﬂngmjﬂ e e e e e e e e T e e e e 4M.): TR T = I A ] A S AR



Joe Alexander Otl & Gas Propertics
P.O. Box 3081
Midland, TX 79702
(915) 685-1357

July 13, 1993

Mr. James N. Coll
PO. Box 1818
Roswell, NM 88201

Dear Mr. Coll:

Enclosed please find an Oil & Gas Lease , covering SW/4 Section 335, T-19S R-38E, Lea Co., NM, and a
draft in the amount of $250.00. This is the lease that you negotiated with David Mussett of DRUM
Energy.

Please sign the lease before a Notary Public. Make sure the Notary Public completes the acknowledgment,
located on the last page of the lease, including his/her signature, seal and the date his/her commission
expires. Take the executed lease and collection draft to your bank for forwarding here to Midland.

You requested that the lease be made out to you as your "Sole and Separate Property". We have styled the
lease accordingly. However, our title opinion shows Florence M. Coll as a community owner. Please
provide the documentation necessary to prove that this is Sole and Separate Property. 1t will be required
before we can pav the draft.

{f you have any questions, or | can be of any further service, please don't hesitate to call me.

Sincerely,

Joe Alexander



h Ol AND GAS | FASF
(Paid Up)

THIS AGREEMENT made and entered into this 12th day of July, 1993, by and between James N. Coll,
dealing herein with his sole and separate property, P.O. Box 1818, Roswell, NM 88201, hereinafter called
"Lessor”, whether one or more, and DRUM Energy Corporation, P.O. Box 2134, Midland, TX 78702,
hereinafter called "Lessee"-

1. Lessor, in consideration of the sum of Ten Dollars and other good and valuable consideration
($10.00 OGVC), in hand paid, the receiﬁt of which is hereby acknowledged, and of the royalties herein
provided and the agreements of Lessee heréin contained, hereby grants, leases and lets exclusively unto
Lessee for the purpose of investigating, éxploring, prospecting drilling and operating for and producing oil
and gas, injecting gas, waters, other fldids, and air into subsurface strata, laying pipe lines, storing oil,
building tanks, roadways, telephone lines and other structures and things thereon to produce, save, take
care of, treat, process, store and transport oil, as and other hydrocarbons, that may be produced from
the following described {and in Lea County, New Mexico, to-wit:

Tgygnsh';é 19 South, Range 38 East NMPM
Section 35: SW/4

2. Without reference to the comméncement, prosecution or cessation at any time of drilling or other
development operations, or to the discovery, development or cessation at any time of production of oil, gas
or other hydrocarbons, and notwithstandidg anything else herein contained to the contrary, this lease
shall be for a term of one (1) year fromthe date hereof, hereinafter called "primary term”, and as long
thereafter as oil, gas or other hydrocarbons are produced from said land or land with which said land is
pooled hereunder.

3. The royalties to be paid by Lessee are: (a) on oil, and other liquid hydrocarbons saved at the well,
one-fourth (1/4) of that produced and saved from said land, same to be delivered at the wells or to the credit
of Lessor in the pipelines to which 'the wells may be connected; Lessor's interest in either case shall bear
its proportion of any expenses for treating pil to make it marketable as crude; (b) on gas, including casinghead
gas and all gaseous substances, producafi from said land and sold or used off the premises or in the
manufacture of gasoline or other produéts therefrom, the market value at the mouth of the well of one-
fourth (1/4) of the gas so sold or use@i, provided that on gas sold at the wells the royalty shall
be one-fourth (1/4) of the amount realized from such sale; (c) at any time, and from time to time, either at
or after the expiration of the primary term of this lease, if there is a gas well or wells on said land {and for the
purposes of this clause (c) the term "gfas well" shall include wells capable of producing natural gas,
condensate, distillate, or any gaseous substance and wells classified as gas wells by any governmental
authority) and such well or wells are or Iiave been shut-in before or after production therefrom, it shall be
deemed that said well or wells are produciﬁg gas within the meaning of paragraph 2 of this lease and this
lease shall not terminate. In such evdnt, Lessee covenants and agrees to pay as royalty, shut-in gas
royalty in the amount of one dol[ar ($1 DO) per mineral acre per annum as long as such well or wells are
shut-in and this lease is not maintained inforce or effect by other provisions hereof. Such shut-in royalty
shall be made by check or draft of Lessee mailed or delivered to the parties entitled thereto. In the event
Lessee is obligated to pay the shut-in rovaﬂy above indicated, the first payment of such shut-in royalty shall be
due and payable on or before ninety (90} days following the date on which the well is shut-in, or if shut-in
during the primary term then on or | beforeg ninety (90) days following the expiration of the primary term, and
subsequent payments, if required under thi terms of this paragraph, shall be due and payable annually on or
before the anniversary of the date of the §)riginal payment. It is specifically provided that this is a paid-up
lease during the term set out above as "primary term” and there shall be no obligation or liability on the
Lessee to make any shut-in royalty paiment or other payment during said primary term, and without any
such payment this lease shall remain in ﬁJII force and effect during said primary term. The obligation to
pay the shut-in royalty provided for abovée shall be a covenant running with the land and, under no

conditions, shall the failure to comply :with such obligation serve or be used to terminate this lease or to
work any forfeiture.

4. Lessee is hereby granted the rijht and power, from time to time to pool or combine this lease, the
land covered by it or any part or horizon: thereof with any other land, lease, leases, mineral estates or parts
thereof for the production of oil or gas. Units pooled hereunder shall not exceed the standard proration unit
fixed by law or by the New Mexico Oil Cahservation Commission or by other lawful authority for the pool or
area in which said land is situated, plus aitolerance of 10%. Lessee shall file written unit designations in the
county in which the premises are locateé and such units may be designated from time to time and either
before or after the completion of wells. Drilling operations on or production from any part of any
such unit shall be contained for all purppses, except the payment of royalty, as operations conducted
upon or production from the land qescnbid in this lease. There shall be allocated to the land covered by
this lease included in any such wunit téat portion of the total production of pooled minerals from wells in
the unit, after deducting any used in Jease or unit operations, which the number of surface acres in the
land covered by this lease includediin the éunit bears to the total number of surface acres in the unit. The
production so allocated shall be considered for all purposes, including the payment or delivery of royalty,
to be the entire production of ppoled minerals from the portion of said land covered hereby and included in



]

said unit in the same manner as though produced from said land under the terms of this lease. Any pooled
unit designated by lessee, as provided herein, may be dissolved by Lessee by recording an appropriate
instrument in the County where the land:is situated at any time after the completion of a dry hole or the
cessation of Production on said unit.

5. If, at the expiration of the prAmary term of this lease, oil, gas or other hydrocarbons are not
being produced from the lease premises, but Lessee is then engaged in  driling or reworking
operations thereon, or shall have completed a dry hole thereon within 60 days prior to the end of the primary
term, this lease shall remain in force so lomng as drilling or reworking operations are prosecuted (whether on
the same or different wells) with no cessation of more than sixty (60) consecutive days, and if they result in
production, so long thereafter as oil, ga$ or other hydrocarbons are produced from said land. If production
of oil, gas or other hydrocarbons on sai@i land should cease from any cause after the primary term,
this lease nevertheless shall continue in force and effect as long as additional drilling operations or
reworking operations are conducted on: this lease, which additional operations shall be deemed to be had
when not more than sixty (60) days eldpse between the abandonment of operations on one well and the
commencement of operations on another well, and if production is obtained this lease shall continue as long
thereafter as oil, gas or other hydrocarbons are produced from said land, and as long thereafter as additional
operations, either drilling or reworking, are:had thereon. In the event a well or wells producing oil or gas in
paying quantities should be brought in on adjacent land and within 660 feet of and draining the leased
premises. Lessee agrees to drill such offget well as a reasonably prudent operator would drill under the same
or similar circumstances. The judgment of the Lessee, when not fraudulently exercised, in carrying out
the purpose of this lease shall be conclusive.

6. Lessee shall have free use of oil; gas and water from said land, except water from Lessor's wells
and tanks, for all operations; hereurider, including, but not Ilimited to, repressuring, pressure
maintenance, cycling, and secondary rhcovery operations, and the royalty on oil and gas shall be
computed after deducting any so used. Lessee shall 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 the right to draw and
remove all casing. No well shall be drilled within two hundred (200) 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 the heirs, executors, administrators, successors and assigns of the parties hereto, but no
change or division in ownership of the land or royalties, however accomplished, shall operate to enlarge
the abligations or diminish the rights of Lessee or impair the effectiveness of any payment heretofore made
by Lessee. No such change or division to the ownership of the land or royalties shall impair the
effectiveness of any payment theretofore made by Lessee or be binding upon Lessee for any purpose (and
irrespective of whether Lessee has either actual or constructive knowledge thereof) until 60 days after
such person acquiring any interest has furnished Lessee with the instrument, or instruments, or certified
copies thereof, constituting his chain of title from the original Lessor.

8. Lessee shall not be liable for delays or defaults in its performance of any agreement or
covenant hereunder due to force majure The term "force majure” as employed herein shall mean: any act of
God including but not limited to storms,;floods, washouts, landslides and lightning; acts of the public
enemy; wars, blockades, insurrection or riots, strikes or lockouts; epidemics or quarantine regulations; laws,
acts, orders or requests of federal, state, municipal or other governments or other governmental officers
or agents under color of authority; fréight embargoes or failures; exhaustion or unavailability or delays in
delivery of any product labor, service or. material. If Lessee is required, ordered or directed by any
federal, state or municipal law, executive Qrder, rule, regulation or request enacted or promulgated under
color of authority to cease drilling ope@ations, reworking operations or producing operations on the land
covered by this lease or if Lessee iy force majure is prevented from conducting drilling operations,
reworking operations, or producing operations, then until such time as such law, order, rule, regulation,
requast or force majure is terminated, and for a period of ninety (90) days after such termination each and
every provision of this lease that might gperate to terminate it, or the estate conveyed by it, shall be
suspended and inoperative and this lease shall continue in full force. If any period of suspension occurs during
the primary term, the time thereof shall be added to such term.

9. Lessor hereby warrants and agrees to defend the title to said land and agrees that Lessee, at its
option, may discharge any tax, mortgage, other lien upon said land and in the event Lessee does so, it shall
be subrogated to such lien with the right t enforce the same and apply royalties accruing hereunder toward
satisfying same. Without impairment of i_essee s right under the warranty in the event of failure of title in
whole or in part, it is agreed that vf Lessor does not own, or have the right to lease, the entire mineral estate
herein purported to be leased in the land above described, then the royalties and any other sums payable
hereunder shall be reduced propomonate['y Should any party named above as Lessor fail to execute this
lease, or should any party execute the lease who is not named as a Lessor, it shall nevertheless be binding
upon the party or parties executing the same.

10. Lessee, its successors and assigns, shall have the right at any time to surrender this lease, in whole
or in part, to Lessor, or his heirs and assigns by delivering or mailing a release thereof to the lessor, or by
placing a release thereof of record in thé county in which said land is situated; thereupon Lessee shall be
relieved from all obligations, expressed or implied, of this agreement as to the acreage so surrendered.



IN WITNESS WHEREOF, this instrument is executed the day and year first above written.

James N. Coll

SSN:
ACKNOWLEDGMENT
STATE OF New Mexico
COUNTY OF
The foregoing instrument was acknowljdged before me this day of 1993, by

James N. Coll, in the capacities stated thdrein.

NOTARY PUBLIC

My commission expires:

STATE OF

COUNTY OF

The foregoing instrument was acknowledged before me this day of 1993, by
, in the capacities stated therein.

NOTARY PUBLIC

My commission expires:
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JOE ALEXANDER
0il & Gas Properties
P.0. Box 3081
Midland, TX 79702
(915) 685-1357
16 QOctober, 1392

Oryx Energy Co.
P.0. Box 2880
Dallas, TX 75221

Attn: Allen Beers

Re: SW/4 Section 35, Township 19
South, Range 38 East and Nw/4
Section 2. Township 20 South,
Range 38 East, Lea Co., NM

Dear Mr. Beers:

As per our phone conversation of this date, we are interested in
buying the mineral interest formerly owned by SUN 0il Co. wunder tha
captioned tracts, We offer $200.00 per acre for the 1/4 interest under
SW/4 Section 35 and the 1/144 interest under the NW/4 of Section 2.

Please consider this offer carefully and let me khow your decision as
soon as possible.

Very truly yours,

b Grletn

ﬁoe Alexander



Oryx Energy Company
13155 Noel Ro el
Dratlas TN 75010 067
PO Box 28840

Dradbas TX 7H2012RRG
211 715 oo

Northern Region

Fxplovtion e son

October 29, 1992

Joe Alexander

0il & Gas Properties
P.0O. Box 3081
Midland TX 79702

RE: YOUR OFFER LETTER
LEA COUNTY, NEW MEXICO

Dear Mr. Alexander:

We appreciate your offering Oryx the opportunity to
review the above captioned, however, at this time
Oryx will have to respectfully decline.

Thank you for considering Oryx and should you have
any future proposals please let us know.

Sincerely,

ORYX ENERGY COMPANY)

e

11 G (.{‘{ él——-——*
Alan Beers, CPL
Landman, Northern U.S.

CAB/dg

CABOI33.DEG



DRUM ENERGY PO. Box 2134

C ORPORATI ON Midland, Texas 79702

915,684-9081
Fax 915/683-3520

June 11, 1993

Attention: Mr. Allen Beers
Oryx Energy Company

P.O. Box 2880

Dallas, TX 75221

Re: SW/4 Section 35, T19S-R38E, Lea
County, NM

Dear Mr.Beers, R

Records indicate that Oryx Energy owns a 12.5% mineral interest (20 net acres)
under the above captioned property. Drum Energy Corporation intends to drill a
well on this acreage to test the Blinebry Formation as soon as practicable. If
you would like to participate in this project to the extent of your mineral
ownership we require execution of the enclosed Authority for Expenditure and a
deposit of your share of estimated completed well costs at this time.

Operations will be conducted by Drum Energy Corporation under the A.A.P.L.
Form 610-1982 Model Form Operating Agreement with COPAS-1984 Accounting
Procedure. Drilling overhead to be $3000 per month; workover and producing
overhead to be $300 per month per well. There will be no gas balancing
agreement; operator will contract gas sales for the working interest owners.
Working interest owners will pay in their proportionate share of $7500 cash
plugging bond on each well. This amount is refundable when plugging occurs and
will bear interest to be credited to the working interest owners.

If it is your desire not to participate, we offer to lease or to purchase your
interest. General lease terms offered are: $100 per net mineral acre bonus,
1/4 royalty, and 1 year primary term. We offer $300 per net mineral acre fcr
purchase of your interest.

Please indicate your choice by checking the appropriate space below and
signing and returning this letter. An extra copy is provided. If you are
returning the Authority for Expenditure and deposit, no action is needed here.

A stamped return envelope has been enclosed for your convenience. Thank you.

Yours truly,
DRUM ENERGY CORPORATION

o LNV U B

David R. Mussett, President

We wish to lease. We wish to sell.

By: ) ) Date:




AUTHORITY FOR EXPENDITURE
DRUM ENERGY CORP.
HOUSE PROSPECT

FRANCIS EVELYN #1

INTANGIBLE PRODUCER DRY HOLE
Abstract/Title opinion $ 6,000 $ 6,000
Survey/Location/Damages 5,000 5,000
Drilling footage @ $11.00 68,200 68,200

Rotary day work: 2 days @ $4200 8,400 8,400
Pulling unit: 4 days @ $1200 4,800
Drilling fluid &trucking 8,000 8,000
Drilling mud and chemicals 4,000 4,000
Surface csg. cement & hardware 4,000 4,000
Production csg. cement & DV tool 22,900
Pit lining 750 750
Mud logging 1,000 1,000
Open hole logging 5,600 5,600
Perforating ) 1,200
Acidizing : 2,200
Frac 25,000
Engineering/Supervision : 4,500 3,600
Rental equipment 2,500 1,500
Trucking and forklift 4,000 2,500
Labor: surface installations 2,500
Overhead 1,500 1,200
Plugging (cement, dry hole marker, site restoration) . 4,000
Contingencies: 10% 17,600 11,800
TOTAL INTANGIBLE $ 193,650 $ 129,550
TANGIBLE
Surface csg.: 1600 feet 8 5/8 @ $8.00 12,800 12,800
Production csg.: 6200feet 51/2 @ $3.75 ' 23,250
Tubing: 6200 feet 2 7/8 @ $2.25 13,850
Rods: 6200 feet @ .90 5,580
Downhole pump 1,200
Welihead 1,750 750
Flowlines and connections 2,000
Tankage: (2) 300 steal, (1) 500 fiberglass 8,000
Pumping unit and base 15,000
Motor and controls 2,500
Heater treater 2,500
Electrification 3,500
Contingincies: 10% 9,200 1,350
TOTAL TANGIBLE $ 101,230 $ 14,900
Cash plugging bond: 7,500
TOTAL $ 302,380 $ 144,450
YOUR SHARE: 0.125 W $ 37,798 $ 18,056

It is recognized and understood that the amounts herein are estimates only and that appoval of this authorization shall
extend (o the actual costs incurred in the conduct of the operation specificd whether more or less that set out herein.

APPROVED BY WORKING INTEREST OWNER:
ORYX Energy Company DRUM ENERGY CORP,

By:v//\%/ﬂ’/‘/\—\/z?f- (a_/’/.C/‘- ?)

Date Date
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JOE ALEXANDER
0il & Gas Properties
P.0. Box 3081
Midland, TX 79702
(915) 685-1357
10 March, 1993

Oryx Energy Co.
P.0. Box 2880
Dallas, TX 75221

Attn: Allen Beers

Re: SW/4 Section 35, Township 19
South, Range 38 FEast and NW/4
Section 2, Township 20 South,
Range 38 Fast, Lea Co., NM

Dear M) . Beers:

On 16 October, 1992 I made an offer for the minerals formerly owned
by Sun 0il Co. under the captioned tract. You informed me by letter
dated 29 October that my offer was not accepted. Since that time we
have acquired leases covering the other interests in the tract and
intend to drill in the very near future.

We are now offering $300.00 per acre for the 1/4 interest under the

SW/4 of Section 35 and the 1/144 interest under the NW/4 of Section
2.

Please consider this offer carefully and let m~ know your decisicn as
soon as possible.

If this offer is unacceptable, we will be happy to provide ORYX with

the opportunity to participate in our wells.

Very truly yours,

Joe Alexander
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DRUM ENERQGY PO. Box 2134

C ORP ORATI ORN Midland, 1txas 79702

915/684-918 |
Fax 915/683-3520

June 11, 1993

Thelma P. Johnson, Guardian
Estate of Minnie B. Gray
1514 NE 9th sSt.

Oklahoma City, OK 73117

Re: SW/4 Section 35, T19S-R38E, Lea
County, NM

Dear Ms. Johnson,

Records indicate that the estate of Minnie B. Gray owns a 3.,125% mineral
interest (5 net acres) under the above captioned property. Drum Energy
Corporation intends to drill a well on this acreage to test the Blinebry
Formation as soon as practicable. We offer to lease or to purchase your
interest. General lease terms offered are: $100 per net mineral acre bonus,
1/4 royalty, and 1 year primary term. We offer $300 per net mineral acre for
purchase of your interest.

If, instead, you would like to participate in this project to the extent of
your mineral ownership we require execution of the enclosed Authority for
Expenditure and a deposit of your share of estimated completed well costs at
this time.

Operations will be conducted by Drum Energy Corporation under the A.A.P.L.
Form 610-1982 Model Form Operating Agreement with COPAS-1984 Accounting
Procedure. Drilling overhead to be $3000 per month; workover and producing
overhead to be $300 per month per well. There will be no gas balancing
agreement; operator will contract gas sales for the working interest owners.
Working interest owners will pay in their proportionate share of $7500 cash
plugging bond on each well. This amount is refundable when plugging occurs and
will bear interest to be credited to the working interest owners.

Please indicate your choice by checking the appropriate space below and
signing and returning this letter. An extra copy is provided. If you are
returning the Authority for Expenditure and deposit, no action is needed here.

A stamped return envelope has been enclosed for your convenience. Thank you.

Yours truly,
DRUM ENERGY CORPORATION

R. Mussett, President

We wish to lease. _We wish to sell.

By: B o Date:




AUTHORITY FOR EXPENDITURE
DRUM ENERGY CORP.
HOUSE PROSPECT

FRANCIS EVELYN #1
INTANGIBLE PRODUCER DRY HOLE
Abstract/Title opinion $ 6,000 $ 6,000
Survey/Location/Damages 5,000 5,000
Drilling footage @ $11.00 68,200 68,200
Rotary day work: 2 deys @ $4200 8,400 8,400
Pulling unk: 4 days @ $1200 4,800
Drifling fiuid &trucking ) 8,000 8,000
Drilling mud and chemicals 4,000 4,000
Surface cag. cement & hardware 4,000 4,000
Production csg. cement & DV tool : 22,900
Pit lining 750 750
Mud logging 1,000 1,000
Open hole logging 5,600 5,600
Perforating 1,200
Acidizing 2,200
Frac 25,000
Engineering/Supervision 4,500 3,600
Rental equipment 2,500 * 1,500
Trucking and foridift 4,000 ' 2,500
Labor: surface installations 2,500
Overhead 1,500 1,200
Plugging (cement, dry hole marker, site restoration) ° . 4,000
: 10% i 17,600 11,800
TOTAL INTANGIBLE $ 193,650 $ 129,550
TANGIBLE
Surface csg.:. 1600 feet 8 5/8 @ $8.00 12,800 12,800
Production csg.: 6200feet 512 @ $3.75 23,250
Tubing: 6200 feet 2 7/8 @ $2.25 13,950
- Rods: 6200 feet @ .90 5,580
Downhole pump 1,200
Wellhead 1,750 750
Flowlines and connections 2,000
“Tankage: (2) 300 steef, (1) 500 fiberglass 8,000
Pumping unit and base 15,000
Motor and controls 2,500
Heater treater 2,500
Electrification 3,500
Contingincies: 10% 9,200 1,350
TOTAL TANGIBLE $ 101,230 $ 14,900
Cash plugging bond: 7,500
TOTAL $ 302,380 $ 144,450
YOUR SHARE: 0.03125 Wi $ 9,449 $ 4,514

It is recognived and understood that the amounts herein are estimates only and that appoval of this authorization shall
extend to the actual costs incurred in the conduct of the operation specified whether more or less that set out herein.

APPROVED BY WORKING INTEREST OWNER:
Estate of Minnie B. Gray DRUM ENERGY CORP.

o LBV 6-1-3
Date

Date



Mrs. Thelma P. Johnson
1514 N.E. Sth Street
Oklahoma City, Oklahoma 73117

June 22, 1993

Mr. David R. Mussett - President
Drum Energy Corporation

Post Office Box 2134

Midland, Texas 79702

Dear Mr. Mussett:

Reference is made to your letter dated June 11, 1993 concerning
the mineral rights under the property described as SW/4, Section
35, T19s-R38E, Lea County, New Mexico. '

Please forward a copy of your lease stating the terms and
conditions for my review.

Thank you,

M maow F?;gﬂﬁvndbﬂj

(Mrs) Thelma P. Johnson



Joe Alexander Oil & Gas Properties
P.O. Box 3081
Midland, TX 79702
(915) 685-1357.

July 14, 1993

Ms. Thelma P. Johnson
1514 NE 9th St.
Oklahoma City, OK 73117

Dear Thelma:

In reference to the New Mexico mineral holdings of Minnie B. Gray. deceased and our telephone

conversation of this date, I represent DRUM Energy Corporation or Midland, TX. They are attempting to
obtain an Oil & Gas lease covering the Minnie B. Gray interest. 1 understand that you were the guardian

of her estate and are in possession of some papers that will help us determine the ownership of this
property and subsequently a lease. .

Please send me photocopies of any papers you have that will help us. | am also interested in the court and
cause or docket number of Mrs. Gray's case. Please provide this if you have it.

If you have any questions, please don't hesitate to call me.

Sincerely,

Joe Alexander



1. 22 43

Mr Joe Anderson
Post Office Box 3081
Midland, Texas 79702

Re. Mrs Minnie B'Gray Estate Guardianship

Dear Mr. Anderson

I do not have the document of resignation from the court.
Upon inquiry I was informed that the records were sealed.

To continue action in this mattier would probably be use-
less in my favor.

Sincerely,

3 :vw Qwo—' p ‘3\4L0M)

(Mrs) Thelma P. Johnson

tpi/



