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OIL CONSERVATION DIVISION 
Santa Fe, New Mexico 

Ms. Carol M. Clark 
Attorney at Law 
P. O. Box 30428 
Albuquerque, New Mexico 87190-0428 

Case No. _1099J_ Exhibit No. _3 

Submitted by:_YatejiPetrol^^ 

Hearing Date:. p^.mhprlS.1994 

Re: Mary Irene Stevens 
Bankruptcy No. 7-92-10633 MR 
Hancock "AHC" Com No. 3 Well 
Township 6 South, Range 26East, N.M.P.M. 

Section 20: SE/4 
Chaves County, New Mexico 

Dear Ms. Clark: 

You will recall our previous discussions and correspondence concerning the oiler of 
Yates Petroleum Corporation to purchase the mineral interest owned by Mary 
Irene Stevens in the captioned lands. Our examination of the title reveals that the 
mineral interest owned by Mary Irene Stevens in NE/4 SE/4 Section 20 is subject 
to a foreclosure proceeding pending in the District Court of Chaves County, Cause 
No. CV-93-75-S, instituted by United New Mexico Bank of Roswell. Gary Don 
Reagan represents United New Mexico. 

Yates has discussed the mortgage foreclosure with Mr. Brent Beakley of United 
New Mexico, who indicated that the bank would be entitled to the proceeds of 
sale of the mineral interest. Upon receiving the proceeds from the sale, the bank 
would presumably release its mortgage and dismiss the lawsuit as to the captioned 
lands. Mr. Beakley indicated that he would like to discuss the matter with you. 

Yates is trying to commence drilling operations on the lands as soon as possible. 
Yates is still willing lo purchase the interest upon the terms previously discussed 
and pay the costs of obtaining an order of sale free of liens and encumbrances. In 
the alternative, Yates requests that tlie Trustee execute an Oil and Gas Lease, on 
the enclosed form, for a primary term of one year, at 1/4 royalty, with no bonus 
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being payable to the Trustee. After execution of the lease, Yates will seek ratifica­
tion thereof by Untied New Mexico. 

Please contact me as soon as possible to discuss this matter. 

Very truly yours, 

FISK & VANDIVER 

David R. Vandiver 
DRVipvw 
Enclosures 

cc: Mr. Rob Bullock 
Mr. Gary Don Reagan 



Producer . 88 Rev. ( Year Lease) 10-67 ( O N E Y E A R P A I D U P L E A S E ) Form MS 
. „ . „ . _ . _ „ Hall-Poorbaugh P r e u 

O I L A N D G A S L E A S E R o . w . l l . New Mexico 

T H I S A G R E E M E N T made this _ da? o( j L U g U S t , 1 » . 9 . 4 _ . between 

James L.Burke, CJtupter 7 Truste^^ Elevens Oil C<>mpany, Bankruptcy Estate, under proceeding pending in the 
U. bankruptcyCourt for the i)lstrict of̂  

Lessor (whether one or more) , whose addresa (a: 1 \ . 0 . B o x Z i 6 6 * AlbuqUetqUC.JSCW M C X l C « . . 8 7 1 0 3 . - 2 Z 6 6 . _ _ 

a n d .Yates P e ^ _ _ Leasee, W I T N E S S E T H : 

1. Leaaor in cona •deration of I ' e i l a l l t t N u / l t X ) _ _ _ _ _ Dollars 

(» lW-QP ) in hand paid, o f the royalt ies herein provided and o f the agreements of Lesaee herein contained, hereby grants , leases and lets ex-
cluaively un to leasee f o r the purpose of investigating:, exp lo r ing , prospecting:, d r i l l i ng : and mining: f o r and producing; o i l and gas, laying; pipe lines, building* 
roads, tanks, power stations, telephono lines and other structures thereon and on, over and across lands owned or claimed by Lessor adjacent and contiguous 

thereto, to produce, save, take care of , t reat , t ranspor t , and o w n said products, and housing its employees, the f o l l o w i n g described land l n 

Eddy. County, „ JVewMcrioa _ _ t to-wit: 

Township 6 Soulh, Range 26 East, N.M.P.M. 
Seclion 20; Nlr/4 SI74 

containing 40 acres, more or less 

2. W i t h o u t reference to the commencement, prosecution or cessation at any t ime of d r i l l i n g or other development operations and/or to the discovery, de­
velopment ur cessation at any t ime of product ion of o i l or gas and wi thou t f u r t h e r payments than the royalt ies herein provided, and no twi ths tanding any­
t h i n g else herein contained to the contrary , this tease shal l be for a t e rm of H>*» tumsa^from this date (called " p r i m a r y t e r m " ) and as long thereafter aa o i l 
or gas ia produced f r o m said land or land w i t h which said land is pooled hereunder. O i i e y e a f 

• i . Tho royalties lit paid by Lessee a r e : (a) on o i l , 1/4 of that produced and saved f r o m aaid land, the same to be delivered nt the wells or to the 
credit of Irf-H-snr in to the pipe line to which the wells may be connected ; Lesaee may f r o m t ime to t ime purchase any royal ty oi l in its possession, pay ing the 
market price therefor prevai l ing for the f i e ld where produced on the date of purchase; ( h i on (fas, inc lud ing casinghead gas o r other gaseous substance, pro­

duced f r o m n*id land, nnd Hold, or used o f f the premises or f o r the ext rac t ion nf gasoline or other product the re f rom, the market value at the well of 

of the gas HO Kohl or used, provided tha t on gas Hold at the wells the royal ty shal l he of the amount realized f r o m such sale; while there is a gas 
well on thin lease or on acreage pooled the rewi th hut pas is not being- Mold o r used, Lessee may pay or tender nn royal ty , on or before ninety (90) days a f t e r 
the date on which an id well is H l i u t j n and thereaf ter at annua l intervals the sum of $1.0(1 per acre, and i f such payment is made or tendered, this lease shal l 
not terminate ami i l w i l l IK- considered tha t gas is being produce*! f r o m this l-ase in paying quanti t ies . Payment or tender o f said shut-in gas royal ty may 
be made by check nr d r a f t of Lessee mailed or delivered to tlie parties ent i t led thereto on or before the date said payment is due. Lessee shall have free-
use of o i l . K i i i . coal nnd water f r o m said land, except water f r o m Lessor's wella, f o r al l operations hereunder, and the royal ty on o i l and gas shall be com­
puted a f t e r deducting any HO used. 

A. lessee, at Its opt ion, is hereby given the r i g h t and power t o pool or combine the acreage covered by this lease, or any por t ion thereof as to o i l 
and. gas, or either of them, w i t h other laud, lease or leases In t h « immediate v i c in i t y thereof to the extent , hereinaf ter s t ipulated, when in Lessee's judgment 
I t is necessary ur advisable to do so In order proper ly t o explore, or tu develop and operate said leased premises i n compliance w i t h the spacing rules of 
the New Mexico Oi l Conservation Commission, or other l a w f u l au thor i ty or when to do so would , i n the j udgmen t o f Lessee, promote the conservation of o i l 
and gas i n and under and that may be produced f r o m said premises. Uni t s pooled f o r o i l hereunder shal l not substant ial ly exceed 40 acres each i n area, 
and units pooled for gas hereunder shal l not subs tant ia l ly exceed i n area €40 acres each plus a tolerance of 10% thereof, provided tha t should government­
al au thor i ty having jur i sd ic t ion prescribe or pe rmi t the creat ion o f uni ts larger than those specified, uni ts thereaf ter created may conform substantially i n size 
w i t h those prescribed by governmental regulat ions. Lessee under the provisions hereof may pool or combine acreage covered by this lease, or any po r t i on 
thereof as above provided as to oi l in any one or more s t ra ta and as to gas In any one or more s t ra ta . The uni ts forme*! by pool ing aa to any s t r a tum or s t ra ta 
nerd not confo rm iu ai*s <tr area w i t h the u n i t or uni t* i n to which the lease in pooled or combined RH to any other s t r a tum or s trata, am) o i l units need 
not eon Tor in «n lo men w i t h gu* u t i l I A . The pooling In one ur mora instances sit n i l noL exhaust the r igh t* of tint 1 . h e r e u n d e r to pool this lenatt or 
port ions thereof Into other uni ts . Lessee shal l f i l e f o r record In the appropriate records of t l ie county In which the leased premises are situated an ins t rument 
describing and designating the pooled acreage as a pooled u n i t . Leasee may at Its election exercise i ts pool ing opt ion a f t e r commencing operations fo r nr 
comple t ing an o i l or gas wel l on the leased premises, and the pooled u n i t may Include, but i t is not required to include, land or leases upon which a w e l l 
cnpable of producing oi l or gas in pay ing quanti t ies has theretofore been completed ur upon which operationa f o r the d r i l l i n g o f a well f o r o i l or gas hav t 
theretofore been commenced. Operationa f o r d r i l l i n g on or product ion of o i l or gas f r o m any pa r t of the pooled u n i t which includes a l l or a por t ion o f tho 
land covered by this lease regardless of whether such operations fo r d r i l l i n g were commenced or such product ion waa secured before or a f t e r the execution 
of this ins t rument or the ins t rument designat ing the pooled u n i t , shal l be considered as operations f o r d r i l l i ng ; on or product ion of o i l or gas f r o m land covered bv 
this lease whether or not the wel l or wells be located on the premises covered by this lease, and the en t i re acreage cons t i tu t ing such u n i t or uni ts , as to o i l and gas, 
or ei ther of them, as herein provided, shal l be treated f o r a l l purposes, except the payment o f royalt ies on product ion f r o m the pooled un i t , as i f the same 
were included in this lease. For the purpose of comput ing the royalties to which owners of royalt ies and paymenta out of product ion and each of them, shal 1 

be ent i t led on product ion of o i l and gas, or either of them, f r o m the pooled un i t , there shall be allocated to the land covered by this lease and included i n 
said u n i t a pro rata por t ion of the o i l and gas, or ei ther of them, produced f r o m tha pooled u n i t a f t e r deducting tha t used f o r operations on the pooled un i t s . 
Such al locat ion shall be on an acreage basis—that is to say, there shall be allocated to the acreage covered by this lease and included i n the pooled u n i t 
tha t pro ra ta por t ion o f the oi l and gaa, or either o f them, produced f r o m the pooled u n i t which the number o f surface acres covered by this lease and 
Included in the pooled u n i t bears to the to t a l number of surface acres included in the pooled u n i t . Royalties hereunder shall be computed on the por t ion o f 
such product ion, whether i t he o i l and gas. or either o f them, so allocated to the land covered by thia lease and Included In the u n i t just as though auch 
product ion were f r o m such land. The product ion f r o m an o i l wel l w i l l be considered product ion f r o m the lease or o i l pooled u n i t f r o m which i t is p roduc ing 
and not as product ion f r o m a gas pooled u n i t ; and product ion f r o m a gas w e l l w i l l be considered as product ion f r o m the lease or gas pooled u n i t f r o m 
which I t is producing and not f r o m an n i l pooled u n i t . I n addi t ion to the foregoing , Lesaee at Its opt ion (s hereby given the r i g h t and power f r o m t i m e 
to t ime to commi t said land or any par t or f o r m a t i o n or minera l substance covered hereby to any cooperative or u n i t agreement or plan of development and 
operat ion, and lo any modif icat ions thereof, which have been approved by the New Mexico O i l Conservation Commission or other l a w f u l governmental 
au thor i ty . I n such event, the royal ty payable to Lessor hereunder shall be computed and paid on the basis o f the oi l or gas allocated to such land under 
the terms of any such agreement or p lan o f operat ion, which basis shal l be the same hy which the roya l ty due the Un i t ed States or the State o f N e w 
Mexico Is computed and paid . This leaae shall not expire d u r i n g the l i f e of such agreement or p lan and shall be subject to the terms thereof and said 
agreement or plan o f operation shall he f i l ed w i t h the New Mexico OH Conservation Commission, or other l a w f u l au thor i ty , and Lesaee shall record In 
the County In which the leased premises are si tuated, an Ins t rument describing such agreement or plan of operat ion and re f l ec t ing the commitment thereto, 
and the same may be recorded either before or a f t e r the completion of wells. 

6. I f a t the expi ra t ion of the p r i m a r y t e r m o i l or gas is not being produced on said land, or f r o m land pooled therewi th , but Lessee Is then engaged 
In d r i l l i n g or r ework ing operations thereon, or shal l have completed a d ry hole thereon w i t h i n 60 days p r io r to the end of the p r i m a r y terms, the lease shal l 
remain i n force so long as operations on said we l l or f o r d r i l l i n g or r ework ing of any addi t ional wel l are prosecuted w i t h no cessation of more than 60 con­
secutive days, and I f they result i n the product ion of o i l or gaa so long thereaf ter as o i l or gaa ia produced f r o m said land, or f r o m land pooled the rewi th . I f , 
a f t e r the exp i ra t ion of the p r i m a r y t e rm of th is lease and a f t e r o i l or gas ia produced f r o m said land, or f r o m land pooled therewi th , the production thereof 
should erase f r o m any ratine, thin lensn shall not t e rmina te i t Lessee commences operations f o r d r i l l i n g or r e w o r k i n g w i t h i n 60 days a f te r the cessation of 
such produci ion . but shall renintn hi force and a f fec t so long as such operations are prosecuted w i t h no cessation <>f mora than 60 consecutive daya, and 
If they result in the production nf oi l or gas, so long thereaf ter as o i l or gas Is produced f r o m said land, or f r o m land pooled therewi th . Any pooled u n i t 
designated hy Lessee in accordance w i t h the terms hereof, may be dissolved by Lessee by Ins t rument f i l e d f o r record In the appropriate records of the county 
i n which the leased premises are situated a t any t ime a f t e r the completion of a d ry hole or the cessation o f product ion on said un i t . I n the event a we l l or 
wells producing oi l or gss In paying quanti t ies should be brought In on adjacent land and w i t h i n 660 feet o f and d r a i n i n g the lease premises, or land pooled 
the rewi th . Lesaee agrees to d r i l l such o f f se t we l l or wells as a reasonably prudent operator would d r i l l under the same or s imi la r circumatances. Lessee may 
at any t ime execute and deliver to I<essor or place of record a release or releases covering any por t ion or port ions of the above described premises and 
thereby surrender this lease as to such por t ion or port ions and be relieved of a l l obligations as to the acreage surrendered. 

6. Leu Bee shall have the r i gh t at any t ime d u r i n g or a f t e r the exp i ra t ion of this leaae to remove a l l p roper ty and f ix tu re s placed by Lessee on said land . 
Inc lud ing the r i gh t to draw and remove a l l casing. When required by Lessor, Lessee w i l l bu ry a l l pipe lines below ord inary plow depth, and no well sha l l be 
d r i l l e d w i t h i n two hundred feet o f any residence or barn now on said land wi thou t Lessor's consent. 

7. The r ights of either par ty hereunder may be assigned In whole or In par t , and the provisions hereof shal l extend to their heirs, successors and assigns 
but no change or division i n ownership of the land or royalt ies, however accomplished, shall operate to enlarge the obligations or d imin ish the r igh ts of 
Lessee; ani l no change or division in such ownership shall he b ind ing on Leasee u n t i l t h i r t y (U0) daya a f t e r Lessee shall have been furnished by registered 
U . S. m a i l at Lessee's p r inc ipa l place of business w i t h a ce r t i f i ed copy of recorded Ins t rument or ins t ruments evidencing same. I n the event of assignment 
hereof In whole or in par t l i ab i l i t y f o r breach o f any obl iga t ion hereunder shall rest exclusively upon the owner of this lease or of a por t ion thereof who 
commits such breach. I f six or more part ies become en t i t l ed to royal ty hereunder. Lessee may w i t h h o l d payment thereof unless and u n t i l fu rn i shed w i t h a 
recordable ins t rument executed by a l l such parties designat ing an agent to receive payment f o r a l l . 

8. The breach by Lessee of any ob l iga t ion arising' hereunder shall not work a f o r f e i t u r e or t e rmina t i on o f this lease nor cause a t e rmina t ion or revision 
o f the entnt- created hereby nor be grounds f o r cancellat ion hereof In whole or in par t . I n the event Lessor considers that operations are not a t any t i m e 
being conducted in compliance w i t h this leaae. Lessor shall n o t i f y Lessee in w r i t i n g of the facts rel ied upon as cons t i tu t ing a breach hereof, and Lessee, I f 
i n defaul t , shall have s ix ty days a f t e r receipt of auch notice i n which to commence the compliance w i t h the obligat ions Imposed by v i r t u e of this ins t rument . 
A f t e r the discovery of o i l or gas f n pay ing quanti t ies on said premises. Lessee shall develop the acreage retained hereunder as a reasonably prudent operator 
hut In discharging this obligat ion i t shall In no event bo required to d r i l l more than one well per f o r t y (40) acres of the area retained hereunder and capable 
o f producing oi l in paying quantit ies and one we l l par 640 acres plus an acreage tolerance not to exceed 10% of 640 acres of the area retained hereunder 
and capable of producing gas in pay ing quant i t ies . 

9. Lessor herehy war ran ts and agrees to defend the t i t l e to said land and agrees tha t Lessee a t its op t ion may discharge any tax , mortgage or other l ien 
upon said land either in whole or in pnr t . nnd in event Lessee does so, i t shall !>;• subrogated to such l ien w i t h the r i g h t to enforce same and apply royalt ies 
accruing hereunder toward sa t i s fy ing Bume. Wi thou t impa i rmen t of Lessee's ri trht under the w a r r a n t y in event of f a i l u r e of t i t l e . I t is agreed tha t i f Lessor 
owns an intereat in the o i l or gas on, in or under said land less than the entire fee simple estate, then the royalt ies to be paid Lessor shall be reduced 
propor t iona te ly . Should any one or more of the parties named as Lessors ( n i l to execute this lease, i t shall nevertheless be b ind ing upon the pa r ty or part ies 
executing the name, 

10. Should Lessee he prevented f r o m comply ing w i t h any es press or Implied covenant nf Oils lease, f r o m conduct ing d r i l l i n g or r e w o r k i n g operations 
thereon or f r o m producing oi l or gas t h e r e f r o m by reason of scarcity of or Inab i l i ty to ohtrtln or to use equipment or mater ia l , or hy operation o f force 
majeure , any IVdernl nr state law or any order, ru le nr regula t ion nf governmental au tho r i ty , then whi le so prevented. Lessee's obl iga t ion to comply w i t h auch 
covennnt shal l be suspended, and Lessee ahnll not be l iable in damages for f a i l u r e to comply t h e r e w i t h ; nnd this lease shal l be extended whi le and so long 
ns Leaden is prevented by any such caime f r o m conduct ing d r i l l i n g or r e w o r k i n g operations on or f r o m producing o i l or gas f r o m the leased premises; and 
the t ime whi l e Lessee is so prevented shal l not be counted against Lessee, anything 1 in thia lease to the con t ra ry no twi ths t and ing . 

I N W I T N K S S W H E R E O F , this ins t rument Is executed on tbe dnte f i r s t above w r i t t e n . 

James I*, burke, Chapter 7 Trustee of the Mary Irene Stevens, 
d/b/a Stevens OH Company, Bankruptcy Estate, under pro­
ceeding pending In the IJ. S. Bankruptcy Court for the District 
of New Mexico, Case No. 7*92-10633 MR 

Lessor Lessor 



STATE OF NEW MEXICO ) 
: SS. 

COUNTY OF BERNALILLO ) 

This instalment was acknowledged before me this day of August, 1994, by James E. Burke, 
Chapter 7 Trustee of the Mary Irene Stevens, <l/b/a Stevens Oil Company, Bankruptcy Estate, under 
proceeding pending In the U. S. Bankruptcy Court for tlie District of New Mexico, Case No. 7-92-10633 MR. 

My commission expires: 
Notary Public 
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