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Domestic Return Receipt 102595-01-M-2509

Great Western Drilling Company
P.O. Box 1659
Midland, Texas 79701

Re: TRIPLE TEASER FEDERAL COM. “1” #1(WEST BULLDOG PROSPECT)
1200’ FNL & 1335” FEL
Section 1, T16S-R34E
Lea County, New Mexico

Dear Sirs:

David H. Arrington Oil & Gas, Inc.(DHAO&G) hereby proposes the drilling of the
captioned well at the legal location referenced above to test the Atoka and Morrow gas
formations. This well will be drilled to an approximate vertical depth of 13400’ and the
proposed spacing unit for the well will be the Lots 1,2,7,8,9,10,15& 16 of Section 1. You
will find enclosed an AFE for the drilling of this well, which sets forth the anticipated

costs.

In the event that Great Western should desire to participate in the drilling of this well,
please so indicate by signing and returning one copy of the AFE to my attention. In the
event that you should elect to not participate in the drilling of this well, DHAO&G is
willing to discuss other options regarding your interest.

If you should have any further questions or require additional information, please call at
(915) 682-6685 or Mr. Dale Douglas at (915) 682-5565.

Sincerely,

DAVID H. ARRINGTON OIL & GAS, INC.

L
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LIN] Jateiy

STATE OF NEW ME)ICO

$
§ KNOW ALL MEN BY (HLSE PRESENTS:
COUNTY OF LEA §

For 3 vohuabio consideralion, tho receipt and suffistency of which are hereby acknowiadgad, HUNT
Cll. COMPANY, Founiain Pitod, 1445 Ross af Fletd, Dalins, Texas 7520227285 ( “Assigner”), horeby saiig,
ascigms, snd cenveys 1o DALE DOUGLAS, P,0. Box 10187, Midland, TX 79702 (‘Assignea”), withoul
warranly of titie either oxpmss or implied, subject to the reservations and temms cet forlh below, alf of
Asxignor's right, tide, endt iniemst in 20 10 1ho Ol and Gas Ladses (.uases”) describad on attached Exhibi
A", which ls made a part ieresf far 8l purposes and Is incorporated by rofersnce az if hare fulty set forth,
incefor and only Insofac &3 4sid L»aacs cover the lands situated In Gaines County, Texss, ax mors
particulsrly doscribed on sttached Gxhiblt "AY, such Iands hareatter rafecred to a3 the “Conirost Aroa®,

Thig Term Asaignmem of Off and Gss Lease (‘Assignment”) Is mads aubject 10 the following
pravisione:

1 This Accignment shall ramaln in fult fores and sffect for 2 teim of two yoars from the
Effacive Dato of this Assignment a5 sel forth harain batow of unill the date tho Lease sxpires ar ierminates
{wnichever eceurs firsy), hereinafiar cotied *Primary Temn® and as long thoraser as () ol or gas Isgoduud
from the recpeclive Well Tract(s) as defined herein below within the Contract Area, of from Ia ed
thorewith, or (W) oc ofhonvica oroviacu orein as to sach inMvidus) Wall Tract, Ninely (B0) days afior the
onplratian of tha Piimary Term, this Assignment shall tarminate 26 10 all depihe snd lands covared by this
-Ascignmant not included within & “Well Tract,* an defineg herginaRer. A "WoR Tract® shall consist of (7) en
ama out of ihe Contract Areq (oF iande pooled iherewith s providad balow) surrounding each wall drilled by
Accignae whioh is copedis of producing ofl ond/ar gas not to exceed fonty (+7) acres for aach off weli of one
hundred shay (180) aeres for each gas wel] wilh tho Well Tract for each such well being as nearly as
pracgiestio In the shape of a square or reciangly suroimding such woll; and (i) dopihs fram tha apphicable
lop danih assigned harvin os (o iha applicahie fand in the Conirack Area down 18 and inoluding one hundred
feot (1C0") below fotal dapth of the appiicanie well. Should, however, the govemmenta! authorily having
juncdictisn proscribe or petmit the creation of drNing or proralicn unis having a larger ares than the arca
above coaziing for Well Tracts in order to oblain the maximum production aliowable, then sald Woll Tracts
haii conform substantiaily in zize with goid drifing or provation unfis preseribad or pammitied by govemmontal
raguzians, Astighso may pool of unitize any partion of the lands coverad by this Assipnment to create a
pooled ¢nit containing up to the maximum allowsd Wall Teact acreage in the same manner as iho applicable
underlying Lease may be pooled withou! joinder of Assignor. )i is undersiond that should ajl er any portien
of tho lande coverad by ihis Assignment bo pooled or unitized under the provisions of the appiicable
undaftying Leos, thal tand so pooled or unitizad and the pooled unlt created thereby shall be deemed tha
Well Tract for purpozes of this Assignment,

it & the axpiration of the Pamary Term, ot or gas i not being praduced from any pan of the
Conlract Aroa but Operator I 1hoh engaged in dtifing or rewarking opsrations thareon or on lands pooled
(hersvith of ehafl have compieiad g dry hofe thereon or on landz padied therewith within ninaty {90) d
prior 10 tho end of the Primary Tenm, (hs Assignment shall remain (n fammmu lons on 5a
wekl, o7 07 the drilling o reworking of a1y additional well on the Coniract Aros or therawith, are
prosacutcil with no cessaian of more than ninety (90) cansecutive days, and if they resull in the production
of oll or 913, 30 iong tir-unfier as oll or gas 13 produced from the Wall Tract,

After the expiration of the Prmary Tarm for the purposa of thie Acsipnment, each Welt Tract shell
bo trested ns though | le under a caparnie laase and sholl be meintained in fores Individuaily In the same
menner s the applicable underlying Leass Is maintained. Within sixiy (80) days ofter ihis Assignmant
{erminaiar »g to oty pan of the Contract Aroa, Azsignse shall furnish Asaignar with information and maps

sll Well Tracts, If any, and shal| resssion to Assianor by appropriale recocdable assignment alf
of the Contract Aron not includad within 3 Well Traci, frao and olsar of any lisns, ancumbrances, ovamiing
royaRies, produciion payments or othor ke lonso burdens other than s Lease Burdons (aa dafined harein
beiow) cf resord and in axistenco as of tho axacution daie hereo!.

As uced horain, the term “of wail* sholl be 8 weh which producces hydrotarbons and I not herein
doiined a3 o pos walt the om 'pas welt® shall bo a woll 30 cisosied by law or an authorized governmental
oty for oonaarvalion pumosoy, of, in the ahsunce thoroof, a well which praducas 15,000 foul o1 O0g,
or more, 1o cach barrel of liquid hydeocarbon from the some zone on & twantysfoilr (24) how'
production (ast under normal preducing condliions end uting soparsta taclities or equivaient lactng
ogquipment and procodives. After the Primary Term, if a wolt Hy classified 88 o gas well Coasas 10 fip
eapabla of elacaifiauiic,, AT 8 gas weti bul aa dafined harsin i an oll wall, (he Well Tract held by such well
=hall chongs to the acreans e provided herein for an ol welt, Aftet tha Primary Tom, If & weil eripinally
defined s an oll wall shail he meciaccified as a gox wall, puch reslagsification ihall have no effed! on the size
of the Woll Tract hicld by such wall.

2. Accignoe haroby excepts and ressrves o fisel, kS SUCCESG0M and 2sSigns ram the interests
Rofoln eonvoyed, an overiding royally equal (o the difforenca belwoan existing burdens of racord and
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fudrdty-two paroatil (22%:) of ofl 6il, gas and other hydrocasbone produced, saved, and sokd fics the Contieel
Aran under the tarme of the Lezce, If, as, and when progused, caved, and soid but not otharwiss, the
ovoniaing royaity rexcrved shal be furthar subjet to pﬁaﬂmm reduction Ix the avant xajd Laase cavers
1053 than the fufl intorest in the oll, gas, and rosadiatad hydracarbons in, an, and under said Isfdg 2r If the
inlorost 2celgnad harounder I5 leas i & full Inferect, Such overiding foyalty interast shell be subjoct te,
bear and poy cuuntly s share of ad valurem, severance production, pipeling taxes dr othar taxas
oppllcable therto, Tiva sverniding royaiiy haraln resorved by Asaignor, shafi ba frae and clasr of all ensts
und exponsaz of ddiiing nd/ar operating @ woll capable of producing oll, as ¢f aszacimed hyswocarbons,

. dehydralion, devalopman, production, trancpanation, gsthering,
markeling and oparcling txpanses and charpes. Subject la the maximum Wall Tra! acroage Amitztion set
forth hareinsbove, the ovarriing royalty herein resorved may be padied it tha cama monnar and ycder the
coma terms and oondilons as the appilcabla undertying Lanse may be padied.

g Assignoo shall, as art of thy consideration for this Assignmant, fully defend, protact,
Indamnify, hold hannless, and ronder whole Ausignor, its subsidiaricn and affiliates, and the
rapactive direstors, officors, agonts and amployess of Assignor and its subiaidiaries and atflliates
from and against c2ch and ovory sitin, demsnd or causa of action, and any labifities, costs,
damages, (o353, penakies, conts of cleanup and remediation, finax, liens, judgmants, and any other
oxpences whaiover (including, bt not limited to, ressenabis attomoys’ fees and ¢osts of coun),
mody or sPoged by Azsipnes, its curcacsors and ascigne, of by any third party or parties (Including,
bz net limitard to, gevommantal agoncies) on account of parsonal injury of desth, lease malntenance
matters {including, but not liméad to, tho payment of royalties), environmental damage, property
damaga, or any cixtts Daaed on ony misrerecontegions as to the quantity, quality, or value of tha
progety, eatcad by, oelaing aut of, o7 incldente) 10 The uso thereof after the date herenf, howsoavar
accuning, Including, without finitation, whather cuch Injuries, damanes, ciaime, losses, and
liobliities, with or witheut fault, were caused by Ascignee’s soie necligence or contibutory
nogligenios of imposed on safd parties or others undar any theory of strict Hnbility by operation of
low, or any other theory of igw subsagquant t6 the dme hereof. -

4, By azooplance o this Asslgnment, Assioheo agreea to perorm any and all obligations
arizing ungar ar with reazed! 10 the ovmership or opertion of the Leass and Gonract Area from and afier
the aate hereof, including, but not limiod to, the proper plugding and abandonment of the wells locaind
#7900 or therain. Al oporations condudted pursuant to the larma hereaf, inciuding th ariling, aperstion
anq compielion or puging of any wall Ginil ba conducied ol Assignes's sole axpenss, cost, risk and labilty,
Assignea mlecza Aszigntr fim any cosle and/or Fiabillty 1n conneclion with Assignee's operations pursuan
18 this Assignment and A=signse shall protect, dofond, indemnify and held Assignar Rarmiess from any
claims, ciouces of action, or lawoulite which may ariss #6 a reaull of Assignee's sparations, and Assignes
shall keep tha premisas, tho woit and alf pavnanently instalied equipment uead in connaction with Assignes's
aperationt frea of fens and speumbrances,

8. Assignor chall acsign to Atsignee at is cost any asoiional rights, thles of Interests, Inctuding
but nal imtad i, ol and s lease which Assignor may sequire during the Pamary Term of this Assignment
incotar 3¢ poniains 1o the Contract Area.

8. Tiis Assignmont and any overmiding royally interest reserved heroundor shall apply to any
faw, ranewal or extonzion jease, soquimd by Assighaa wilhia ane {1) year of the axpiration of the Lease on
{ho Coniract Ares co \hat th= Rrlies herelo shall ba antiied {o the same Inerest In sald new, renewal of
glﬂanﬂcn !‘cn:e &4 they wauld have i sald new, renewal or extension Jpase were doscribsd in this

gnmen.

7 Tha righls, Wlos and inforests hersin ascigned, roserved, Sxcopted of retained shel enuro
t4 (ha bonofM of ihe respective partics, ond Iheis successors and azsigns provided 1hat na assignment or
tumoul sholl ba mada by As=igneo of any Interest hersundor withoul ihe prior wiltion consent of Assigner.
i'D changd or tivisian in ownorship of the righis, tilles and Inlemale hereln aczigned and/or neserved,
howaver accomplished, shall opernte o cnlarye the obligations or diminkch tha rights of Assighur or
r.sscm;h ,n:.ciwngnanu. obiigationa and asreamonis contained horain ahall be construsd ax covenants
VLT and,

2 mlsmmhmmommmmmmwnmdmmczmor
«ighed, and any and alt reprecentations or wamanties of any ind, oxpreas, implied, contractus] or
<tatutory with respect to the condition, serviceabifity, merchamiabity, er fithecs for a particular use
or purpoaa of any porgonal property convayad hereby are expreasty negated,

9, Assipnoe <. . bo bound by, tnd ooch and avery term and of thix Assignment shat!
ke cutoel 1o, o larms and provisians of the Lasos, apd Assignea shall fuifi€ ks proporionzia ehans of ol
ohi;i.iong, condiions and dipulalions in the Lasas, Assiohaa covencils and agroes 1o comply with aff vaid
1w, culos amd regutations af tha stala and fadersd regulatary bodies and afl olher govornmental apancies
havine juricdiction aver the Gontract Afea,

10.  ‘Tha inlerests heroin asaigned, trennfernsd and convayad aro a assignad, {ransferred
o ¢ vhvayed subjoct 1o off validiy subsising unit agreements, unil wnmﬁgm& 082 balancing
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cEresmonte, ges galcs afreomonts, oll sales agreaments snd other agreamenis with respect to oparations
on cr the sala of oft and gas production from s Conlract Ares an the Effective Date of this Assigm dant,

4. Assignor shall ba enlitied to the foliowing fghis and priviieges and shall be furnished the
following information ana materiats:

(] nor shall have accoss to tha well and well reconds at el reacangbie times and
chall be fumished with & copy of tho driliing parmii, any compistion or piugping raport, s the case
muy be, end reports of daily driling progress, Asainnnr havs access (o samples of tho cores
obtainod from the dmiing of any woil bisreunder. Dally drilling reports and other infarmation shell
be furnizhed to Assignor in accortinnce with the instructions contained in Form QGen, 288-B
(Geologieal and Well Roquirements) stlached hereto a3 Exhibit 'B°,

@)  Assignor zhall Bs rolifiad of the numning of any deifistem or olher tesi on any wall
winin culficiant time to be presant and observe such tasts and be fumishod the results of all such
tasts and a copy of oach log rup as soon as they are available to Assignee,

12.  Lotses meenowledges that thers is axisting production from the lands covared by these
Lewsss. Lossee chall sonduct Hs opersations in 2 predont manner and thall avoid
intarferenco to or damage to axisting wol bores or proguction equipmant, indluding but
not imited (0 well heads, pumpe, flow lnes, tanke apd access ropds,

13. All terms and provisians of this Assignment shall be binding upon, and inure to the benefit
of the parties herelo, their 2uccossors ang assigns.

14, ‘The Effective Date of tis Assignment shalf be March 1, 2001.
exeouten s 23 Wy o _fAunadr a00n,
ASSIGNOR ASSIGNEE
HUNT OIL COMPANY, 5 Delawere Corporation DALE DOUGLAS

R,
President = U.8, Production c'? W

STATE OF TEXAS
COUNTY OF DALLAS
This instrument was acliadedgod before me this _;.'Zi_ day of 2001,

by Paud R, Habenie, Vics Prazident - U8, Preduction of Hunt CH Gompany, & Delaware Comorstian, on
bahaif of 2aid corporalion,

My commission

In and for the Sista of Texas

SYATE OF TExAL §
CouNTY oF MIDLAND 3

200, TSI Wi Ak pondeageg vorore me s 2B™__aoyor  Maveh .
. by R e ¢

O . __JM.G.Q!L\(: .

AT NAd. GAvez Notar} Public 1n ond for the Gtate of Texas

5 h b
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EXHIBIT “A”

Atiached to and mada a pari of thal certala Tarm Assignment of Off and Gas Lanse from Hunt O)) Company
to Dale Dougias, covering the foliowing Lesses far and only insofar ac said Leass covers ands
tozeribod locatad In Lea County, New Maxies,

HGC LEAZE NO.: P73330-00

LE2SOR: UBA SNM-17444

LESSER) AD. Wentharly

LEASE DATE: February 1, 1873

LANDS ASSIGNED: T148-RME
Section 33 NWA
Seclion M: 872 NE4, N2 8B4
T18SRME

Seaclion 1;Lot51,2,7,8,9,10,15 816
All imited irotn the surface io the Base of the Morvow Formalion.
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EXHIBIT *B"

ATTACHED TO AND MADE A PART OF TERM ASSIGNMENT OF GiL AND GAS LEASES

DATED EFFECTIVE MARCH 1, 2001
FROM HUNT OIL COMPANY, A% ASSIGNOR, TO DALE DDUGLAS, AS ALSIGNEE

GEN. 286-8(DEV.)

HUNY OIL COMPANY
Rav. Apr,f00 14485 Hoss at Field
AIOLAND DISTRICT Dallas, Texas 75202.2786
OPERATOR: LEASE: WELL
FIELD: fhe COUNTY: LEA — _ STATE: NEW MEXICO

24 HOUR PHONE NOTIFICATION NF ANY LOGGING, CORING, OR TEBTING 1S REQURSTED. REGARDING ANY
PROPOBAL TO ATTEMPT TQ COMPLETE, PLUG AND ABANDON, DEEPEN, SIDETRACK, PLUG BACK OR
ATTEMPT ANY UNUSUAL OPERATION NOT CONTEMPLATED UNDER QUR ORIGINAL DRILLING AGREEMENT,
THE FOLLOWING MIDLAND OPFICE STAFR SHOULD BE CONTACTED Y PHONE:

REECE - EERSQNAL OFFICE HOME
Tommy Richardson (816) 684-8083 (915) 624-0630 {915} 694-8506
David Chspman {915) 684-8083 {D18) 684.0803 {918) 894-1602
Tony Gonnell {For Lagging) (214) 578.8488 {214) 978-8455 {972-808-2181)
Dallas Communieations 1214) 978-8000

REGARDING LOGGING INFORMATION, ALL CONTINUOLS LOGS S8HOULD S5 SENT BY TELECOFIER YO AREA

CODE (214} 855-5217

INFORMATION T0 RE GENT YO MIDLAND DISTRICT OFFICE, P, 0. BDX 1250, MIDLAND, TEXAS 79702, ATTN:
M&hﬂm AS FOLLOWS!

z.

3.

Loention Piet, drilling prognoxis, and drilling eontract.

Completo daily drilling report and sstimated costs mud Jogs should be sent by telecopler [915) 884-
0855 single shear and (915) 6B4-0851 for lope (Automatic Anawaering) where posaible. If you do net
hisva o telacopler, cali David Chapman at (915) 684-8093 by §:00 a,m, sach day.

Ono (1) daily mud log telecopied and mailed, immediato notification of any shaws, and tweo coples of

tha finsl-mud log.

4.  Tivaee (3) fisld coples and two (2} final coplos of elactrieal and/or formation logs {including APT), and
oma (1) fitm of aach fina! log; two (2} copies of devistion reports and directionat surveys,

5.  Two |2) copies of ol DET, Coro Deseription and Cora Analysis.

6. Twe {2) copias of sl complation tost information.

7. Coplea of ol fnrma filod with state end/er ledersl agoncios whare wetl iy drilled (including pormits,
campiation and PRA).

8.  Production, Nuid snelysis, and BHP raporne,

8.  Ono (%) copy of Palsontological and Fuiecacologle raport,

10, One (1) zot of formation samples, it roquested,

AFE PROPOSALS, JOINT INTEREST BRLING STATEMENTS, PROPOSALS FOR DRILLING ADDITIONAL WELLE ON

THE PROPERTY, AND ANY OTHER NOTIOES SHALL Bt FURNISHED TO:
HUNT OIL COMPANY
14435 ROSS AT FIELD ¢
DALLAS, TEXAS 76202.2788
ATTENTION: JOINT INTEREST ACCOUNTING

DEPARTMENT TELEPMONE: {214} 978-8220 o,
TELEX: 6829258 .‘.!‘ 02 "'.,
TELECOP(ER: (214) 078-8888 |A!l Roguiar Foxes) el A
1214) 856-5217 {Continuous Logs} £ & o K R
s L) ' ., "y ]
cc:  Woll Fifa § ¢ Y
Divigion Exploretion Managoer H Lot ] < H ; :
OPII!  erark OF NEW Y fad il
COUNTY OF LgA 4O U a8
FILED K T
s [N ‘l
§ HUV 07 200)
ot e & u_,,i""
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