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Drilling Plan 

Attached to the Gary-Williams Company 
Application for Permit to Drill 

Ceja Pelon #27-4H 

Objective: Drill a vertical well to the base of the Mancos formation. Log the well and identify the 
horizontal drilling target. Plug back the well and drill a horizontal leg a maximum of 2600 feet of 
displacement in a direction of N 24° W. Complete the well leaving the lateral portion of the well open 
hole. 

See attached wellbore schematic for details. 

Well Name: Ceja Pelon #27-4H. 

Surface Location: 460 fnl, 125 fwl, Section 27, T21N, R3W Sandoval County, New Mexico. 

ESTIMATED TOPS OF GEOLOGIC MARKERS: 

Name Estimated top, TVD, ft. Rel. Sea level 

Pictured Cliffs 1317 +5735 
Lewis 1412 +5640 
Chacra 1733 +5319 
Cliff House 2182 +4870 
Menefee 2767 +4285 
Point Lookout 3487 +3565 
Mancos 3675 +3377 
Mancos "A" 4437 +2615 
Mancos "B" 4567 +2485 
Mancos "C" 4687 +2365 
Mancos "D" 4817 +2235 
Tocito 4987 +2065 
Semilla 5185 +1867 
TD 5285 +1767 

ESTIMATED DEPTHS OF ANTICIPATED WATER, OIL, AND GAS ZONES 

Water. All current fresh water zones will be shallower than 250 ft. and will be isolated behind surface 
casing. 

Oil and Gas: Oil and gas is expected from the Mancos "A", "B", "C", and "D". 
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OPERATOR'S MINIMUM BLOWOUT PREVENTION SYSTEM 

The BOP pressure rating was selected by subtracting a pressure gradient of 0.22 psi/ft from the expected 
pressure of 1600 psi in the Mancos formation. The calculations are as follows: 

1600 psi - (0.22 psi/ft * 4800') = 544 psi 

A 3M blowout prevention system will be used during the drilling phase of this project. Minimum 3M 
specifications as stated in Onshore Oil and Gas Order #2 will be followed. A blowout preventer 
schematic and choke manifold schematic are attached. 

The following variances from minimum standards are requested: 

None 

BOP equipment shall generally consist of a set of blind rams, a set of pipe rams, an annular BOP and 
a rotating head. All BOP's shall pass an 11 inch diameter object when fully opened. 

The entire stack will be nippled up on 11" 3M slip on casing head welded to the 9 5/8" surface casing. 

A tapered drill string will not be used. Pipe rams will be dressed for 4.5" OD drill pipe while drilling the 
8 3/4" hole and 3.5" drill pipe while drilling the 6 1/4" hole. 

H2S gas is not anticipated. H2S trim will not be required. 

A full opening stabbing valve will be kept on the rig floor at all times with appropriate threads and subs 
for the drill string. 

A mud-gas separator will be installed on the blooie line during air drilling operations. This will allow an 
almost complete recovery of any oil encountered during drilling. 

BOP TESTING PROCEDURE 

After nipple up of BOP stack, a test plug will be installed. Pipe and blind rams will be tested to 3000 psi. 
Annular preventers will be tested to 1500 psi. All tests will be conducted using water and the pressure 
must hold for 10 minutes with no measurable leakoff. 

The choke manifold will be tested to 3000 psi from the stack to the most downstream valve. The kill line 
will be tested to 3000 psi. 

The above test procedures will be repeated at 14 day intervals or following repairs; or, whenever a seal 
subject to test pressure is broken. 

The annular preventers will be functionally operated weekly. The ram preventers will be operated each 
trip. 

All BOPE tests will be recorded in the driller's log. 
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CASING 

The weights and grades of the casing to be run are as follows: 

Size OD 
9 5/8 
7 
N/A 

Interval 
0-300 
0-3800 
0-6900 

Weight Grade Thread Hole Size 
36# J-55 ST&C 12 1/4 
36# J-55 ST&C 8 3/4 

6 1/4* 

*Open hole completion will be used unless hole conditions are unstable. 

The design safety factors for the above casing program are calculated as follows: 

Design pressure gradient = 0.483 psi/ft (9.3 lb/gal) 

Design factor collapse = 1.125 

Design factor yield = 1.00 

Design factor tension = 1.80 

The horizontal section will be left open hole. 

CEMENTING PROGRAM 

PILOT HOLE PLUG - The pilot hole will be plugged with cement from 4090' to 4400'. This will isolate the 
vertical pilot from the horizontal well. 

SURFACE CASING - The surface casing will be cemented to surface with premium cement containing 2% 
CaCl. A centralizer will be attached to the shoe joint and insert type float equipment will be used. 

INTERMEDIATE CASING - The intermediate casing will be cemented with 150 sacks 50/50 Pozmix followed 
by 120 sacks premium cement. The bottom 3 joints will be centralized, and a guide shoe and float collar 
will be used. A cement bond log will be run after cementing the intermediate casing to locate the top 
of cement. 

PRODUCTION LINER - None. 

CASING PRESSURE TESTS 

The surface and intermediate inch casing strings will be pressure tested before the shoe is drilled. The 
test pressure will be 1000 psi. 

Acceptable leakoff will be 50 psi or less in 30 minutes. 
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MUD PROGRAM 

The mud system to be used on the Johnson 4-14 well is: 

0 - 300' Fresh water gel 
300 - 3800' LSND 

3800 - TD' Air mist (2% KCI water with polymer) * 

The expected mud weight from the surface casing shoe to 3800 feet is 8.5 to 9.0 Ib./gal. 

* Both the vertical pilot hole and the horizontal hole will be air drilled. The pilot hole (vertical) will be filled 
with 9.0 Ib./gal drilling mud prior to setting the cement kick-off plug. 

A mud-gas separator will be used during mist drilling to recover oil encountered and to safely vent gas 
away from the well site. 

PROPOSED TESTING, LOGGING, AND CORING PROGRAMS 

No drill stem tests or cores are planned. 

The logging program will consist of: 

Run #1) a gamma ray-caliper, dual induction, and compensated neutron-litho density logs from 3800' to 
base of surface casing (300'). 

Run #2) the same logs as above plus a FMS and mechanical properties log from TD of the pilot hole 
(5285') to base of intermediate casing (3800'). 

The curve and horizontal hole will be logged with gamma ray while drilling. No other logs will be run in 
the horizontal portion of the well. 

EXPECTED BOTTOM HOLE PRESSURES 

The expected bottom hole pressure in the Mancos is 1600 psi. The expected bottom hole temperature 
is 150°F. 

DIRECTIONAL DRILLING PLAN 

See attached well schematic. 
Kick off point: 573' above target horizon 
Build up rate: 10° per 100' overall rate. 
Maximum displacement: 2600' 
Hole azimuth: N 24° W 
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BEFORE THE NEW MEXICO OIL CONSERVATION DIVIBION 

NO. 10,714 

BEFORE EXAMINER CATANACH j 

OIL CONSERVATION DIVISION 

to 
EXnM3IT NO 

tolfi 

APPLICATION 07 THE OAKY-WILLIAMS 
COMPANY FOR A UNIT AGREEMENT, 
ETC., SANDOVAL COUNTY, 
NEW MEXICO. 

AFFIDAVIT 

CITY AND COUNTY OF DENVER ) 
) 

STATE OF COLORADO ) 

Craig Ambler, being duly sworn upon his oath, deposes 
and states: 

1. I am over 18 years of age and have personal 
knowledge of the matters stated herein. 

2- I am the landman fo r Applicant. 

3. There are two fee t r a c t s w i t h i n the proposed Ceja 
Pelon Unit: (a) the S1/3NW1/4 of Section 33, Township 21 
North, Range 3 West, N.M. P.M. ("Fee Tract A"); and (b) the 
SWl/4 of Section 33, Township 21 North, Range 3 West, 
N.M.P.M. ("Fee Tract B"). 

4. Fee Tract A i s subject to an o i l and gas lease dated 
February 1, 1989 from Eloisa M. Gutierrez to Gary-Williams 
O i l Producer, Inc. (now known as The Gary-Williams Company), 
a true and correct copy of which i s attached hereto as 
Exhibit A. 

5. Fee Tract B i s subject to an o i l and gas lease dated 
A p r i l 26, 1993 from Reynaldo Lovato and wife Cypria A. Lovato 
to The Gary-Williams Company, a true and correct copy of 
which i s attached hereto as Exhibit B. 

6. As a r e s u l t of the foregoing, Fee Tracts A and B are 
subject t o lease and w i l l be committed to the Ceja Pelon Unit 
pursuant to the u n i t i z a t i o n clause i n paragraph 12 of each 
lease. 

o o s s \ f M i- w o ' i a n w w s I I •=[ 



7. The Commissioner of Public Lands has declined to 
commit i t s i n t e r e s t to the Ceja Pelon Unit, pursuant to his 
l e t t e r dated May 5, 1993, a true and correct copy of which i s 
attached hereto as Exhibit C. 

SUBSCRIBED AND SWORN TO BEFORE ME on t h i 
1993, by Craig Ambler. 

My commission Expires: mmission Exp: 

Page 2 of 2 

r> o s s \ f a r ^ J K W O T a n w w s I I 1 S 3 



l'HODUCEHS 88-PAID UP QU-Un** QUt* Punt 
Hev. 5-60, No. 2 Ot&ttnao, JoMxma 

OIL AND GAS LEASE 

AGREEMENT. Made and mitred into Ih* I l l " day ol February 19 89 t v i n d I M W m 

_ ELOISA M. GUTIERREZ, a widow 

w h o * pos t O f f i ce a d d l e s ! is ? 0 X 3 1 , L a J a r a , N e W M e X i C O 8 7 0 2 7 h e r e i n a f t e r ca l l ed L e i . o r i w h e l h e r one o r m o r e ) a n d 

GARY-WILLIMS .qiL .Pf^CER, INC. w h o „ _ o f ( i „ . d d _ „ U 5 Inverness...DrJ\e J a i t ^ e ^ d ^ o l o . 

ten and more 80112-5116 
W I T N E S S E T H . T h a t t h ? Lessor , f o r a n d i n c o n s i d e r a t i o n nf V r " a , l u , M Y , C D O L L A R S 

cash i n h a n d p a i d , t h e r e c e i p t o f w h i c h is h e r e h y a c k n o w l e d g e d , a n d t h e covenan t s a n d a g r e e m e n t s he re i na f ter c o n t a i n e d , has a r o u t e d , d e m i s e d , leased a n d le t . 
a n d h y these p resen ts does g r a n t , d e m i s e , lease a n d le t exc lus i ve l y u n t o t h e s a i d Lessee, (he l a n d h e r e i n a f t e r rl esc r i bed , w i t h the exc lus ive r i g h t f o r t h e pu rpose 
of m i n i n g , e x p l o r i n g h y g e o p h y s i c a l a n d o t h e r m e t h o d s , a n d o p e r a t i n g f o r a n d p roduc ing - t h e r e f r o m o i l a n d a l l g a l o i wha tsoeve r n a t u r e or k i n d , w i t h r i gh t s of 
w a r * n d easemen ts f o r l a y i n g p i p e l i n e * , a n d e r e c t i o n of s t ruc tu res t h e r e o n t o p r o d u c e , save a n d t a k e ca re of sa id p roduc t s , a l l t h a t c e r t a i n t r a c t of l a n d 

,„„.«* m ,h. o»ni, of Sandoval s„>. ~, New Mexico i a c r i M „ ( o l l o w > t o . w i t ! 

Township 21 North, Ranqe 3 West 
Section 33: The South f i f t y - t h r e e and one-third (53 1/3) acres of the 

NW>j being the same lands as described in that certain 
Warranty Deed dated September 4, 1967, recorded in Vol. 
DR 24, Page 484, in the records of the County Clerk of 
Sandoval County, New Mexico 

a n d 5 3 - 3 3 3 a c , . m „ r e „ , l e „ . f 1 V e ( 5 ) 5 - 4 - 8 9 

1 . I t is ag reed t h a t t h i s lease s h a l l r e m a i n i n f o r c e fo r a t r r m o f X o n yeans f r o m t s t X X ) ! / a n d RS l o n g the rea f te r as o i l o r r a * of w h a t s o e v e r 
n a t u r e o r k i n d is p r o d u c e d f r o m sa id leased p rem ises or o n acreage p o o l e d t h e r e w i t h , o r d r i l l i n g op t - r a t i ons - trr c o n t i n u e d a» he re in a t i e r p r o v i d e d . I t . at Ihe e x p i r a t i o n 
of t h e p r i m a r y t e r m of t h i s lease, o i l o r gas is n o t b e i n g p r o d u c e d nn the leased p remises o r o n ac reage p o n i e d t h e r e w i t h h u t Lessee is then e n g n g e d in d r i l l i n g o r 
r e - w o r k i n g o p e r a t i o n s t h e r e o n , t h e n th i s lease sha l l c o n t i n u e i n fo rce so l o n g as ope ra t i ons are b e i n g c o n t i n u o u s l y p rosecut t -d on the I Fused prenns< s o r on acreage 
p o o l e d t h e r e w i t h ; a n d o p e r a t i o n s s h a l l h e c o n s i d e r e d to he c o n t i n u o u s l y p r o s e c u t e d i f no t m o r e t h a n n i n e t y ( 9 0 ) days sha l l elapse b e t w e e n t h e c o m p l e t i o n o r a b a n 
d o n m e n t of o n e w e l l a n d t h e b e g i n n i n g o f o p e r a t i o n s f o r t he d r i l l i n g of a subsequen t w e l l . I f i i f t e r d i s c o v e r y of n i l o r cas on i n id h i n d o r nn ac reage p o o l e d t h e r e 
w i t h , t h e p r o d u c t i o n the reo f s h o u l d cease f r o m n n y cause a f t e r the p r i m a r y t e r m , th is lease s h n l l n o t t e r m i n a t e i l Lessee commences a d d i t i o n a l d r i l l i n g or r e - w o r k i n g 
o p e r a t i o n s w i t h i n n i n e t y ( 9 0 > d a y s f r o m d a t e of cessat ion of p r o d u c t i o n or f r o m da te of c o m p l e t i o n of d i v ho le . I f o i l o r gas shn l l be d i s c o v e r e d a n d p r o d u c e d as 
a resu l t o f s u c h o p e r a t i o n s a t o r a f t e r t h e e x p i r a t i o n o f t he p r i m a r y t e r m of t h i s lease, t h i s lease s h n l l c o n t i n u e u i f o r c e so l o n g as o i l o r gas is p r o d u c e d f r o m the 
teased p r e m i s e s n r o n ac reage p o o l e d t h e r e w i t h . 

2 . T n l i i l a P A I D - U P L E A S E . I n c o n s i d e r a t i o n of the d o w n cash p a y m e n t . Lessor agrees t h a t Lessee sha l l no t be o b l i g a t e d , except as o t h e r w i s e 
p r o v i d e d h e r e i n , to c o m m e n c e o r c o n t i n u e a n y o p e r a t i o n s d u r i n g t h e p r i m a r y t e r m . Lessee m a y at a n y t i m e or t imes d u r i n g nr a f te r t he p r i m a r y t e r m su r rende r 
th i s lease as t o a l l o r a n y p o r t i o n o f sa id l a n d a n d as t o a n y i t r a ta n r s t r a t u m b y d e l i v e r i n g t o Lessor o r b y f i l i n g f o r r e c o r d a release or releases, a n d b e re l i eved 
of a l l o b l i g a t i o n t h e r e a f t e r a c c r u i n g us t o t h e ac reage s u r r e n d e r e d . 

3 . I n c o n s i d e r a t i o n of t h e p remises t h e s a i d Lessee covenan t s a n d ag rees : 

1st. T o d e l i v e r t o t h e c r e d i t o f Lessor , f r ee o f cost , i n the p i p e l i n e t o w h i c h Lessee m a y c o n n e c t w e l l s nn sa id l a n d , t he equa l o n e - e i g h t h < M i l p a n of 
a l l n i l p r o d u c e d a n d s a v e d f r o m the l eased p remises . 

2 n d . T o p a y L e s s o r o n e - e i g h t h ( % I of t he gross p roceeds each y e a r , p a y a b l e q u a r t e r l y , f o r t he gas f r o m each w e l l w h e r e cas o n l y i t f o u n d , w h i l e 
t h e t a m e is b e i n g u s e d o f f t h e p r e m i s e s , a n d i f used in the m a n u f a c t u r e o f gaso l i ne a r o y a l t y of o n e - e i g h t h ( M i ) , pay ah I f m o n t h l y at I he p i r v m l m g m a r k e t 
r a t * f o r gas. 

3 r d . T o p a y Lesso r f o r gns p r o d u c e d f r o m n n y o i l w e l l a n d used o f f t he p remises or i n the m a n u f a c t u r e of cn sol ine nr a n y o t h e r p r o d u c t a r o y a l t y 
of o n e - e i g h t h ( M i l o f t h e p roceeds , at t h e m o n t h of t he w e l l , p a y a b l e m o n t h l y Mt the p r e v m l i n g m a r k e t rate. 

4 . W h e n - gas f r o m a w e l l c a p a b l e <il p r o d u c i n g gas is not so ld o r used . Lessee may p a y or t e n d e r as r n v a l t v to the r ova l t v o w n e r s O n e D n l l a r oer venr ner 
ne t r o y a l t y ac re re tu rned h e r e u n d e r , such p a y m e n t o r t e n d e r to be m a d e on o r b e f o r e the a n n i v e r s a r y d a l e of th is lews*- nest e n s u i n g at te r t he e i o i r u t i t m i i i 'Ml . l i s . 
f r o m t h e d a t e i n c h w e l l u: shu t i n m i d t h e r e a f t e r on o r be fo re the a n n i v e r s a r y d a t e of th is lease d u r i n g the p e r i o d such w e l l is shut in If such o n s ™ . , , , t « . ^ „ . . 
m a d e , i t w i l l b e c o n s i d e r e d t h a t gas is b e i n g p r o d u c e d w i t h i n the m e a n i n g o l t h i s lease C h m o m e n t o r l e n d e r is 

5 . I f s a i d Lessor o w n s a less i n te res t in t h e a b o v e desc r i bed l a n d t h a n t h e e n t i r e a n d u n d i v i d e d fee s i m p l e estate (he re in , t h e n the roya l t ies ( i n c l u d i n g 
nny s h u t - i n gas r o y a l t y ) h e r e i n p r o v i d e d f o r s h a l l h e p a i d the sa id Lessor o n l y i n the p r o p o r t i o n w h i c h L e s s o r s in teres t bears to the w h o l e a n d u n d i v i d e d fee. 

8. Lessee s h a l l h a v e t h e r i g h t t n use, f r ee o f cost , gas, o i l a n d w a t e r p r o d u c e d o n s a i d l a n d t o r Lessee's o p e r a t i o n t h e r e o n , excep t w a t e r f r o m the w e l l t o f 
Lessor , 

7 . W h e n r e q u e s t e d b y Lessor , Lessee sha l l b u r y Lessee's p i p e l i nes b e l o w p l o w d e p t h . 

8 . N o w e l l sha l l he d r i l l e d neare r t h a n 2 0 0 fee t t o t h e house o r b a m n o w o n sa id p remises w i t h o u t w r i t t e n consen t of Lessor . 

9 . Lessee t h a l l p a y f o r d a m a g e s c a u s e d h y Lessee's ope ra t i ons to g r o w i n g c rops o n s a i d l a n d . 

10 . Lessee s h a l l h a v e t h e r i g h t a t a n y t i m e t o r e m o v e a l l m a c h i n e r y a n d f i x t u r e s p l a c e d on sa id p remises , i n c l u d i n g the n e h t tn d r a w a n d r e m o v e cas ing . 

1 1 . T h e r i gh t s o f Lessor a n d Lessee h e r e u n d e r m a v he assigned in w h o l e ur p a r t . S n c h a n g e i n o w n e r s h i p of Lessor s in te res t ( b v ass i gnmen t o r o t h e r 
w i s e ) s h a l l b e h i n d i n g o n Lessee u n t i l Lessee h a t been f u r n i s h e d w i t h n o t i c e , c o n s i s t i n g of c e r t i f i e d cop ies of a l l r e c o r d e d i n s t r u m e n t s or d o c u m e n t s a n d o t h e r 
i n f o r m a t i o n necessary to e s t n h l i s h n c o m p l e t e c h a i n of r e c o r d t i t l e f r o m Lessor , n n d t h e n o n l y w i t h respect to paymen ts t h e r e a f t e r m a d e . N o o t h e r k i n d of 
nut i ce . w h e t h e r a c t u a l o r c o n s t r u c t i v e , sha l l h e h i n d i n g on Lessee. N o present o r f u t u r e d i v i s i o n o l L e s s o r s o w n e r s h i p as to d i f f e r e n t po r t i ons nr parce ls of sa id 
l a n d s h a l l o p e r a t e t o e n l a r g e t h e o b l i g a t i o n s o r d i m i n i s h the r i gh t s of Lessee, a n d a l l Lessee's o p e r a t i o n s m a v be c o n d u c t e d w i t h o u t r e e a r d t o any t u c h d i v i s i o n 
I f a l l o r a n y p a r t o f t h i s lease is ass igned , n o l easeho ld o w n e r shn l l he I in h ie f o r a n y ac t o r o m i s s i o n of any o t h e r leaseho ld o w n e r . 

12. Lessee, at i ts o p t i o n , is h e r e b y g i v e n t h e r i g h t a n d p o w e r at nny t i m e n n d f r o m t u n e to t i m e as a r e c u r r i n g r i g h t , e i t he r be fo re or a l t e r p r o d u c t i o n ns 
to a l l o r a n y p a r t o f t h e l a n d d e s c r i b e d h e r e i n a n d as to any one or m o r e of the f o r m a t i o n s h e r e u n d e r , tu poo l or u n i t i z e the leaseho ld estate a n d the m i n e r a l 
estate c o v e r e d l i y t h i s lease w i t h o t h e r l a n d , lease o r leases i n the i m m e d i a t e v i c i n i t y f o r t he p r o d u c t i o n of o i l a n d gas. n r separa te ly f o r the p r o d u c t i o n of e i t h e r 
w h e n tn Lessee's j u d g m e n t i t is necessary o r a d v i s a b l e to d o so, and i r respec t i ve o* w h e t h e r a u t h o r i t y s i m i l a r to th i s exists w i t h res i iect to such o t h e r l a n d lease or 
leases. L i k e w i s e , u n i t s p r e v i o u s l y f o r m e d to i n c l u d e t o r m a t i o n s not p r o d u c i n g o i l o r gas, m a y he r e f o r m e d tn e x c l u d e such n o n - p r o d u c i n g f o r m a t i o n s . T h e f o r m i n g 
o r r e f o r m i n g of a n y u n i t sha l l he a c c o m p l i s h e d by Lessee e x e c u t i n g a n d f i l i n g o f r e c o r d a d e c l a r a t i o n of such u n i t i / a l t o n or •<- format ion, w h i c h d e c l a r a t i o n sh i l l 
d e s c r i b e t h e u n i t . A n y u n i t m a y i n c l u d e l a n d u p o n w h i c h a w e l l has t he re to fo re been c o m p l e t e d or u p o n w h i c h o p e r a t i o n * f o r d r i l l i n g have t h e r e t o f o r e been c o m 
m e n c e d . P r o d u c t i o n , d r i l l i n g o r r e w o r k i n g o p e r a t i o n s or a w e l l shut in fo r w , m l of a m a r k e t n n v w h e r e o n .. u n i t w h i c h i nc ludes a l l nr a p a r t of t h i s lease sha l l be 
t r e a t e d ns i f i t w e r e p r o d u c l i o n . d r i l l i n g or r e w o r k i n g ope ra t i ons or a w e l t shut i n f o r w a n t of a m a r k e t u n d e r th is lease. I n l u u of t he roya l t i es e l sewhere he re i n 
s p e c i f i e d , i n c l u d i n g s h u t - i o gas r o y a l t i e s . Lessor sha l l rece ive on p r o d u c t i o n f r o m t h e u n i t so p o o l e d r o y a l t i e s o n l y o n the p o r t i o n uf such p r o d u c t i o n a l l oca ted to 
th is lease, s u c h a l l o c a t i o n sha l l h e t h a t p r o p o r t i o n nf (he u n i t p r o d u c t i o n t h a t t h e to ta l n u m b e r of su r face acres c o v e r e d b v th is lease a n d i n c l u d e d i n the u n i t 
l>ears t o t h e t o t a l n u m b e r nf su r f ace acres i n such u n i t . In a d d i t i o n t o the f o r e g o i n g , lessee sha l l h a v e the r m h t to u n i t i z e , pool o r r u m b m e a l l o r anv par t of 
I he above d e s c r i b e d l a n d s as to one o r m o r e of t h e t o r m a t i o n s t h e r e u n d e r w i i h o t h e r l a u d s in (be same g e n e r a l area hv e n t e r i n g i n to a c o o p e r a t i v e ur u n i t p l a n of 
d e v e l o p m e n t o r o p e r a t i o n a p p r o v e d b y anv g o v e r n m e n t a l a u t h o r i t y n n d . ( m m l i m e t n t i m e , w i t h l i k e a p p m v a l . to m i t d i f v change o r t e r m m . i t e anv such p l a n or 
ag reemen t a n d . i n such e v e n t , t he t e r m s , c o n d i t i o n s , a n d p rov i s ions of th is lease sha l l b e d e e m e d m o d i f i e d t o c o n f o r m t o Ihe te rms , c o n d i t i o n s , a n d p rov i s i ons 
of Mich a p p r o v e d c o o p e r a t i v e o r u n i t p l a n of d e v e l o p m e n t or ope ra t i on a n d . p a r t i c u l a r l y , a l l d r i l l i n g a n d d e v e l o p m e n t r e q u i r e m e n t * of t h i s lease, express n r i m p l i e d 
sha l l l i e s a t i s f i e d h y c o m p l i a n c e w i t h t h e d r i l l i n g a n d d e v e l o p m e n t r e q u i r e m e n t ! o f such p l a n o r a g r e e m e n t , a n d th is lease sha l l no t t e r m i n a t e or evp i re d u r i n g t h e 
l i f e o f such p l a n o r a g r e e m e n t . I n t h e even t t h n t sa id above d e s c r i b e d l a n d s o r a n y p a r t t h e r e o f , sha l l h e r e a f t e r be o p e r a t e d u n d e r any such c o o p e r a t i v e o r n m t 
p l a n of d e v e l o p m e n t o r o p e r a t i o n t h e r e b y the p r o d u c t i o n t h e r e f r o m is a l l o c a t e d t o d i f f e r e n t p o r t i o n s o f t h e l a n d c o v e r e d h y said p l a n , t h e n the p r o d u c t i o n a l l o 
ca ted t o a n y p a r t i c u l a r t r a c t nf l a n d s h n l l . f o r t he pu rpose of c o m p u t i n g the r o y a l t i e s to be o a i d h e r e u n d e r t o Lessor, he rega rded as b a s i n g been p r o d u c e d f r o m 
the p a r t i c u l a r t r a c t ot l a n d t o w h i c h i t is a l l o c a t e d a n d n o t t o any o t h e r t r n c t o f l a n d ; a n d t h e r o v a l t v p a y m e n t s to be m a d e h e r e u n d e r t o Lessor s h a l l he based 
u p o n p r o d u c t i o n o n l y as sn a l l o c a t e d . Lessor sha l l f o r m a l l y express Lessor t consen t t o any c o o p e r a t i v e o r u n i t p l a n of d e v e l o p m e n t n r o p e r a t i o n a d o p t e d h v Lessee 
a n d a p p r o v e d h y a n y g o v e r n m e n t a l agency by e x e c u t i n g the snme u p o n request o f Lessee. 

13 . A l l express o r i m p l i e d covenan t s o f t h i s lease sha l l h e suh jec t to a l l F e d e r a l a n d Sta te L a w s . E x e c u t i v e O r d e r s , Rules or R e g u l a t i o n s , a n d th i s lease 
sha l l n o t be t e r m i n a t e d , i n w h o l e o r tn p a r t , n o r Lessee h e l d l i ab l e i n d a m a g e s , f o r f a i l u r e t o c o m p l y t h e r e w i t h , i f c o m p l i a n c e is p r e v e n t e d hy o r i f such ' a i l u r * 
is t h e resu l t n f . a n y such L a w . O r d e r . H o l e o r R e g u l a t i o n . 

14. Lessor h e r e h v w a r r a n t s an i l agrees t o d e f e n d the t i t l e lo t h e l ands h e r e i n d e s c r i b e d , n n d agrees t h a t t h e Lessee sha l l have the r i g h t at a n y t i m e t o r e d e e m 
f o r Lessor , hy p n v m e n t . a n v m o r t g a g e s , taxes n r o t h e r l iens on the above d e s c r i b e d lands , i n the even t nf d e f a u l t n f p a y m e n t hv I essor a n d be <ohn .g i . l ed l o the 
r i gh t s of t h e h o l d e r t he reo f , a n d the u n d e r s i g n e d L e s s o n , fo r themselves a n d t h e i r he i rs , successors a n d assigns, he reby su r rende r a n d ' r r l n . s e a l l r i g h t of d o w e r 
a n d h o m e s t e a d i n the p remises d e s c r i b e d h e r e i n , i nso fa r ns sa id r i g h t of d n w e r a n d homes tead m a v i n a n v w a y n l t e c t t he purposes fo r w h i c h th is lense is m a d e 
;is r ec i t ed h e r e i n . 

I V She l i d a n v one o r m o r e nf t he pa r t i es h e r e i n a b o v e n a m e d is Lcssn r f a i l to execu te th i s lease. ,t shai l never the less be b i n d i n g u p o n a l l such par t ies 
w h o d o e x e c u t e i t as Lessor r h e w o r d Lessor , as used m th is lease shal l m e a n a n y one or m o r e or a l l o f t he par t ies w h n execute t h i s lease as Lessor . A l l the 
p rov i s ions nf t h i s lease s h a l l he b i n d i n g on t h e he i rs , successors a n d assigns nf Lessor a n d Lessee. 

I N W I T N E S S W H E R E O F , th is i n s t r u m e n t is execu ted as of the d * t e f i r s t above w i n t e r 

o , L c o S S l s , o „ l ^ ^ ^ ^ b 
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STATE OF M ! l L M ? . . l ! : 9 . ] ACKNOWLEDGMENT, Applicable when l°r>4t a n in Oklahoma. 
A . , , , , , , u I SS K a r a t , Nebraika, South Dakota. North Dakota anoVar Now Maiica 

COUNTY OT^MQQVAL. | r ^ 

BE I T REMEMBERED, That on this day oi , .MM^ti A.D, i d i , before me. a NoUry 

Public, i n and for said County and State, personally appeared E.].pi.S3....M •....GU t _ i S.rTT.®?. _ -

-.to me known to be 

the identical person described in and who executed the within and foregoing instrument and acknowledged to me that...5.fafi 

executed the same as. hlW!C.. free and voluntary act and deed ior the uses and purposes therein set forth. 

I N WITNESS WHEREOF, X have hereunto set my offi>i4*r-3T^*iure arid-affixed my notarial,<!^aI7ihe day and year f irst above 
wri t ten. C ' r X / ^ ' ^ ^ ^ > ^ ~ \ ^ - \ „ * 

My commission expires-... ..r^i.^r./JL•cC'M^r-^r.^.-Ca^5^ri-€^^-.^rr^. Notary Public 

STATE OF T - : - r n m r - T — - — T T < _ ) 3 * / 3 - * ? 0 ACKNOWLEDGMENT, Applicable wh.ra lands ara in Oklahoma, 
!- oS. Kansas, Nebraska, South Dakota, North Dakota and/or Now Mexico 

COUNTY OF - | 

BE I T REMEMBERED, That on this _ day of , A. D.. 19 , before me, a Notary 

Public, in and for said County and State, personally appeared _ „ 

- to me known to be 

the identical person described in and who executed the within and foregoing instrument and acknowledged to me that 

executed the same as free and voluntary act and deed for the uses and purposes therein set for th . 

I N WITNESS WHEREOF, I have hereunto set my official signature and aff ixed my notarial seal, the day and year first above 
writ ten. 

My commission expires Notary Public 

STATE OF I 
• SS. ACKNOWLEDGMENT, Montana er Colorado 

COUNTY OF 1 

I , - , a Notary Public, in and for said County and State, do hereby certify that 

personally known to me to be the person whose name subscribed to the wi th in instrument, appeared before me this 

day in person and acknowledged that signed, sealed and delivered the said instrument of wr i t ing as „ ....free and 
voluntary act and deed for the uses and purposes therein set forth. 

WITNESS my hand and off icial seal this day of A . D., 19 

My commission expires. _ _ Notary Public 
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STATE OF 1 
\ SS. ACKNOWLEDGMENT, CORPORATION 

COUNTY OF I 

Before me, the undersigned, a Notary Public, in and for said County and State, on this day of „ , 

19 personally appeared - _ 

— to me known 

to be the identical person who subscribed the name of the maker thoraof to the foregoing instrument as its 

...and acknowledged to mc that he executed the same as his free and voluntary act and deed and as the 

free and voluntary act and deed of such corporation, for the uses and purposes therein set for th . 

Given under my hand and seal of office the day and year last above wri t ten. ^2*4 3 

My commission expires - — — Notary Public 



I'lMi.'lUCKK-S HH-I'AII> iH' 

O I L A N D G A S L E A S E 

A U U K l l M K N T , M i t j u u n d <«nL ' r« fd l n l k> L f i . ? r ^ j - r ^ d a y «.f A P 1 " j 1 • 1 a b » a n d b e t w e e n 

Reyna ldo L o v a t o and C y p r l a A . L o v a t o , husband and w i f e 

»hi.u rto.l ofliee «ddr«-«« I , BOX 1 4 , L a J a r a , Hew MeXiCO 8 7 0 2 7 h»rcln»llor eallod Uuor (whether one or r n j i r ' M « U n n 

The G a r y - W i l l i a m s Company p o s t o f f l c * a d d r e u Ja 370 17 th S t r e e t . S u i t e 5 3 0 a . £ C VL 
W 1 T N K S S K T I 1 , T h a t t h e L e s s o r , f o r a n d I n c o n s i d e r a t i o n o f J ^ 1 1 S l i d H O / l O O Q O I . L A I t S 

I - U » J I t i t h ; n n l j t i i l t l . t l i t * et*«-i*l|»l i»f u - l i i v h la he r s * b y . r h n o t t l e d g r d . i i n l t h e c o v i - n « n l i a t i d • a r r e n t c t l t l h e r e i n a f t e r o* n . l u l i i e d , h a t g r a n t e d , d r m l w d , 
l e a s e d M i i d l o t , u n d b y t h e s e p r e w n l . d o e s g r a n t , d e m i s e , l e a s e a n i l l e t y x c l u s i v e l y u i l t u t h e M i d L r i w a , t h e l a n d h e r e i n a f t e r d e i c H b o d , w i t h ( h e 
e x c l u s i v e r i c h t f o r t h e p u r p o s e * » ( m i n i n g , e x p l o r i n g b y g e o p h y s i c a l a n d o t h e r m e t l i o d a . a n d o p e r a t i n g f o r * / v d p r o d u c i n g t h e r e f r o m o i l a n d a l l c a s u l 
w h a t s o e v e r n a t u r e o r k i n d , w i t h r l g h u o f w a y a n d O i n r i t i v n l i f o r l a y I n c p i p * l l r ^ e e . M * V J o r o c | ' o n ° ' l l r u o t u t w i i h e r e o n t o p r o d u c e , s a v e a n d l a k e c a r * 
<»! . a i d p r o d u c t * , n i l t h u l L r r L a t H t r a c t u f l a n d s i t u a t e d 111 t h e C o u n l y «* f b f l n C t O V * - k | r u I | L i p y | . - i p • 

MiMie- »r New Mex ico . d e s c r i b e d aa f o l l o w s , l o - w l t : 

OIL CONSERVATION DIVISION 
See E x h i b i t A a t t a c h e d h e r e t o and made a p a r t h e r e o f 

.EXHIBIT. 3 
1*1(1 
raii n r m * rtf - h n t m n i 

a n d c o n t a i n i n g 2 1 3 - 6 6 a c r e s , m o r e o r t e s * . f 1 V e ( 5 ) N O 
1 . f t I s a g r e e d t h a t t h i s I r a s a s h a l l r e m a i n I n r o r c * f o r a t e r m o f y e n y e a r * f r o m t h i s d a t r \ m ^ * * 4 * r V ' c s » + r e a X 

n u i u r o o r k i n d l a p r o d u c e d f r u i n s a i d ( ( fused p r e m i s e s n r o n n e m u H P p o o j i d U i t T e w l L l i , u r t l H l l i i u i o j M - r . i L i o n s a r c ( . • • m i l ' i t f <I UM ( K M . t j i m 11.-1 •* i i . « i . 
I f . at the e x p i r a t i o n n f the p r i m a r y i v r m o f th la l tawu. o i l o r gas I i n o l bwlna p r i ' d t i a e d u n the It-aacd p rem ise* u r o n acr.-ujio poo led t h e r e w i t h nut 
L a t u e l a i b e n e n g a g e d J n d r i l l i n g u r r f w o r K I n c o p e r a t i o n * t b r r e o n . t h e n t i l l s l e a a e s h a l l v u n U n u t I n f o r c e s o l o n g aa o p e r a t i o n s a r e U v l u j t c o n t l m i -
m i a l y p r o s e c u t e d n n t h e l e a s e d p r e m i s e * o r m i a c r e a t e * p o o l e d l l u > r r w | t h ; a n d o p e r a t i o n * s l i a l l b e c o n s i d e r e d t n b e c o n t i n u o u s l y p r o s e c u t e d I f n o t 
m u r e t h a n n i n e t y <tfO> d a y s s h a l l e l a p s e b o l w e e n I h e c o m p l e t i o n o r a b a n d o n m e n t o f o n e w a l l a i i d t h e b e g i n n i n g o f o p e r a t i o n s f u r l l i e d r i l l h i K n r a 
t u b s e q u t n l w e l l , t f a f t e r d i s c o v e r y u f o i l o r g a s OU s a i d l a n d o r o n i c r o a s r p o o l oc i t h e r e w i t h . t h e p r o d u c t i o n t h e r e o f s h o u l d c e a s e r r m n a n y c a u s e 
a f t u f t h e p r l u i a t r t e r m , t h i s l e a s e s n a i l n o t t e r m i n a l * i f L e a a e * c o m m e n c e s a d d i t i o n a l d r i l l i n g o r r v - w o r k i n * , o p e r a t i o n s w i t h i n n i n e t y ( D O ) d a y s f r o m 
duLa o f a t t a w i l o n o f p r o d u c t i o n o r f r o m d a t a o f c o m p t c t l u n o f d r y - h o l e . 11 o i l o r c a s s h a l l b e d i s c o v e r e d a n d p r o d u c e d as * r e s u l t o f s u c h o p o r a -
t m n s a t o r a f t e r t h e e x p i r a t i o n o f t h e p r i m a r y t a r m o f t h i s leas ts , t i l l s l e a s e s h a l l o o s t l n u i I n f o r * * ao t o n . a * o i l o r a a * I s p r o d u c e d ( t o r n t h e l e a s e d 
p r o m l saa o r o n a erst a MO p e e l e d t h e r e w i t h . 

3 . T h l a Is a P A I D - U P L E A S E . I n c o n s i d e r a t i o n o f t h e d o w n c a s h p a y m e n t . L e s s o r a L r a v t L h a t L e a s e e s h a l l n o t b e o b l i g a t e d , e x c e p t as o t h e r 
w i s e p r o v i d e d h e r e i n , t n c o m m e n c e o r c o n t i n u e a n y o p e r a t i o n * d u r i n g Use p r i m a r y V e r m . L e s s e e m a y a t a n y t i m e o r t i m e * d u r i n g u r a l t e r t b e p r i 
m a r y t e r m s u r r e n d e r t h i s l e a s e a a t o a l l o r a n y p o r t i o n n f s a i d l a n d a n d as t o a n y s t r a t a o r s t r a t u m b y d e l i v e r i n g t o L e a a o r o r b y f i l i n g f o r r e c o r d a 
r u l a a * * o r r e l e a a a a . a n d b a r e l i e v e d u f a l l o b l i g a t i o n t h e r e a f t e r a o a r u l n l aa t o t h e a c r e a g e s * v t r r * n « t * r * d . 

3 . I n c o n s i d e r a t i o n o r t h * p r e m i s e * t h a a a l d L e s s e e c u v i n a n t a a n d ag ree * . * 
1 s t . T o d e l i v e r t o t h e c r e d i t o f L e s s o r , f r e e u f c m t . i n t h e p i p e l i n e t o w h i c h L e a a e * m a y e o n n e c t w e l l a o n s a i d l a n d , t h a t q u n l o n e - e l r h t h 

( l / B j p a r t o f t i l l o i l p r o d u c e d a n d s a v e d l r » m t h e l e a s e d p r e m i s e s . 
2 n d . T o p a y t««*a*nr o n e - e i g h t h f , J / * > o f t h a g r o s s p r o c e e d s e a c h y e a r , p a y a b l e - q u a r t e r l y , f o r t h e g a s f r o m e a c h w c l J w h e r e s a t o n l y Is 

f o u n d , w h i l e ( h e s a m e Is b a i n g u s e d o f f t h e p r e m i s e s , a n d I f u s e d I n t n e m a n u f a c t u r e o f g a s o l i n e a r o y a l t y o f o n e - e i g h t h 11 / H i , p a y a b l e 
m o n t h l y a l t h e p r e v a i l i n g m a r k e t r a t e f o r g a a . 

3 r d . T o p a y L e s s o r f o r g a s p r o d u c e d f r o m a n y o l t w e l l a n d u s e d o f f t h * p r e m i s e s o r I n t h e m a n u f a c t u r e o t g a s o l i n e n r a n y o t h e r p r o d u c t 
s r o y a l t y n f o n e - e i g h t h ( 1 / 9 ? n f t h e p r o c e e d s , a l t h e r n u u l h o f t h e w e l l , p a y a b l e m o n t h l y a t t h e p r e v a i l i n g m a r k e t r a t e , 
4 . W h o r e g a s f r o m a w e l l c a p a b l e o f p r o d u c i n g g a s Is n o t s o l d o r u a e d . L a s * * * m a y p a y u r l e n d e r a s r o y a l l y i o t h e r o y a l l y o w n e r * O n e 

|">o|| j*r p e r y e a r p e r n e t r o y a l t y u c r * r e t a i n e d h e r e u n d e r , s u c h p a y m e n t p r ( e n d c r t o b e m a d e o n o r b e f o r e U t e a n n i v e r s a r y d a l e n f ( h i * h -a*c n e x t 
e n s u i n g a f t e r t i t r c * p l r « t | « » i i o f u o d u r s f r o m I h e d a t e s u c h w e l l Is s h u t l o a n d t h e r e a f t e r o n o r b e f o r e t h e a n n i v e r s a r y d a t e o f t h i s I v use d u r i n g t h e 
p e r i o d s u c h w e l l |s t r t i u t I n . t f s u c h p a y m e n t o r t e n d e r Is m a d e . I I w i l l b e c o n s i d e r e d t h a t g a s l s b e i n g p r o d u c e d w i t h i n t h e m e a n i n g o l t h l a l e a s * . 

6 , I f s a i d L e s s o r o w n s a l i * *» i n t e r * * ! I n Lhe> a b o v e d e s c r i b e d l a n d t h a n Lhe v n t i r e a n d u n d i v i d e d f a * s i m p l e e s t a t e t h e r e i n , t h e n t h * r o y a l t i e s 
( I n c l u d i n g a n y s h u l - i n g a a r o y a l t y ) h e r e i n p r n v l d e d t o r s h a i l He p i M th»» U w r o n l y I n t h e p r o p o r t i o n w h i c h L a b o r ' s I n t e r e s t Utears t o t h e w h o l e 
»n«J u n d i v i d e d l e e . 

6 , L e a s e * a h a l l h a v e t h e r i g h t Vo u s e , f r e e o f e o a t . g a a , o i l a n d w a t e r p r o d u c e d o n a a l d l a n d f o r L e s s e e ' s o p e r a t i o n L h v r e o n . e x c e p t w a t e r f r o m 
t h e w e l l s o ( L e s s o r . 

1 . W h a n r e Q u « a t * d b y L e s s o r . L e s s e e s h a l l b u r y L e a s e e ' s p i p e l i n e b e l o w p l o w d « p l h . 
8 . N o w e l l s h a l l b e d r l l l w d n e a r e r t h a n HOO f e e t t o t h e h o u s e o r b a r n n o w o n s a i d p r e m i s e * w i t h o u t w r i t t e n c o n s e n t o f L e s s o r . 
9 . L i ' a a e e s h a l l p a y f n r d a m a g e * c a u s e d b y L e a s e e ' s o p e r a t i o n s i t s g r o w i n g c r o p s o n s a i d l a n d . 

1 0 . L e s s e e s h a l i h a v e t h * r i g h t a t a n y l i m e t o r e m o v e a l l m a c h i n e r y a n d f i x t u r e s p l a c e d o n a a l d p r e m i s e s . I n c l u d i n g t h e r i g h t t o d r a w a n d 
r e m o v e c a s i n g . 

I 1 . T i n - r i g h t s o f l , c * s n r a n d L e s s e e h e r e u n d e r m a y b a a s s i g n e d I n w h o l e n r p a r t . K o c h a n g e I n o w n e r s h i p o f L i e n o r ' s I n t e r e s t ( b y A s s i g n m e n t 
o r o i l i e r W I M I * s h a l l b e b i n d i n g o n L e s s e e u n t i l L a s * * * h a s b e e n f u r n i s h e d w i t h n o l l e * , c o n s i s t i n g o f c e r t i f i e d e u p l e s o f a l l r s > c o r d c d i n s t r u m e n t * o r 
d o c t i m e n l i e n d o t h e r i n f o r m s t i o n n a c a s a a r y t o e s t a b l i s h a c o m p l e t e c h a i n o f r e c o r d t i t l e f r o m L e a a o r . a n d t h e n o n l y w i t h r e s p e c t l o p a y m e n t s 
t h e r a a f t o r m a d e . N o o t h e r k i n d o f n o t i c e , w h e t h e r a c t u a l o r c o n s t r u c t i v e , s h a l l b e b i n d i n g o n L e a s e e . N a p r e s e n t o r f u t u r e d i v i s i o n o ( L e s s o r ' s 
o w n e r s h i p as t n d i f f e r e n t p o r t i o n * o r p a r c a U o f s a i d L a n d s h a l l o p e r a t e i n e n l a r g e t h * o b l i g a t i o n s o r d i m i n i s h t h a r i g h t * o f L e s s e e , a n d a l l L e a s e - * ' * 
np«M-ut l . - ,ns m w y b e c o n d u c t e d w i t h o u t r e g a r d t o a n y r u e h d i v i s i o n . I f a i l o r a n y p a r t o f t h l a l e a s e Is a s s i g n e d , n o l e a s e h o l d o w n e r s h a l l b e l i a b l e f o r 
a n y Ami o r " m i s s i o n o l a n y o t h e r l e a s e h o l d o w n e r . 

1 tf. 1^-seee. a t i t s o p t i o n . I s h e r e b y g i v e n t h e r i g h t a n d p o w e r a t a j i y t i m e a n d f r o m t i m e t o t i m e as a r e c u r r i n g r i g h t , e i t h e r b e f o r e o r a f t e r 
p r o d u c t i o n , u s l o a l l o r a n y p a r t n l t h e l a n d d e a e r l b e d h e r e i n a n d aa t o a n y o n e o r m o r e o f t h e f o r m a t i o p a h e r e u n d e r , t o p o o l o r u n i t i z e t h e l e a s e * 
h o l d e s l a t * - u i u j t h e m i n e r a l e s t a t e c o v e r e d b y t b l s ! • ;«*« w i t h o t h e r l a n d , t e a s e o r l e a s e s i n t h * i m m e d i a t e v i c i n i t y f o r t h e p r o d u c t i o n o l o i l a n d g a s . 
o r s e p a r a t e l y f o r t b * p r o d u c t i o n o f e i t h e r , w h e n I n L e s s e e ' s J u d g m e n t I t ia n e c e s s a r y o r a d v i s a b l e t o d o s o . a n d l r r v s p e c t l v s o f w h e t h e r a u t h o r i t y 
s i m i l a r t o t h i s e x i s t * w i t h r e s p e c t l o s u c h o t h e r l a n d , l e a s e o r l e a s e * . L i k e w i s e , u n i t s p r e v i o u s l y f o r m e d t o I n c l u d e f o r m a t i o n s n o t p r o d u c i n g o i l o r 
g i i * . m a y l»*.> r e f o r m e d i n u a e l u d e a u e h n o n - p r o d u c t n g f o r m a t i o n s . T h * f o r m i n g o r r e f o r m i n g o f a n y u n i t a h a l l b e a c c o m p l i s h e d b y L e s s e e e x e c u t i n g 
u i u l t i l i n g o l r e c o r d a d e c l a r a t i o n n f s u c h u n i t i z a t i o n o r r e f o r m a t i o n , w h i c h d e c l a r a t i o n s h e l l d e s c r i b e t h e u n i t . A n y u n i t m a y I n c l u d e l a n d u p o n 
w h U ' l i a w e l l h u * t h e r e t * > l t » r c b e e n c o m p l e t e d o r u p o n w h i c h o p e r a t i o n s f o r d r i l l i n g h a v * t h e r e t o f o r e b e e n c o m m e n c e d . P r o d u c t i o n , d r i l l i n g o r r e 
w o r k i n g o p t - r a t l o n * o r a w e l l s h u t I n f o r w a n t o f a m a r k e t a n y w h e r e o n a u n i t w h i c h I n c l u d e s a l l o r a p a r t o f t h i s l ease s h a l l b * t r e a t e d a s i f l l w a r * 
p r o d u c t i o n , d r i l l i n g o r r e w o r k i n g o p e r a t i o n s o r a w e l l s h u t I n f o r w a n t o f a m a r k e t u n d e r t h i s l e a s e . I n l i e u o f t h e r o y a l t i e s e l s e w h e r e h e r e i n s p e c i 
f i e d , i n c l u d i n g s h u l - i n g a s r o y a l t i e s . L e s s o r s l i a l l r e c e i v e o n p r o d u c t i o n f r o m t h e u n i t **» p o o l e d r o y a l t i e s o n l y o n t h e p o r t i o n o f s u c h p r o d u c t i o n 
i i l l o e n l e d t o t h i s l e a s e } s u c h a l l o c a t i o n s h a l l b e t h a i p r o p o r t i o n o f t h * u n i t p r o d u c t i o n l h a t t h e t o t a l n u m b e r o f s u r f a c e a c r e s c o v e r e d b y t h l a l e a s * 
a n d I n c t u u V d h i t h e u n i t b e a r * t o i b e t o t a l n u m b e r o f s u r f a c e a c r e * I n s u c h u n i t . I n a d d i t i o n t o t h e f o r e g o i n g . L e a s e e s h a l i h a v e t h * r i g h t t o u n i t i z e , 
p o o l , n r c o m b i n e i l l o r a n y p a r t o f l b * a b o v e d e s c r i b e d l a n d s a s t o o n * o r m o r a o t t h e f o r m a t i o n s t h e r e u n d e r w i t h o t h e r l a n d s i n t h e s a m e g e n e r a l 
u n - . i I;-, t - o i - r l n u I n t o a c o o p e r a t i v e o r u n i t p l a n o f d e v e l o p m e n t o r o p e r a t i o n a p p r o v e d b y a n y g o v e r n m e n t a l a u t h o r i t y a n d . f r o m t i m e t o U r n * , 
w i t l i h i , * - i i | i | i n > v u l , t r* m o d i f y , r l i a n g c o r t e r m i n a t e a n y s u c h p l a n o r a g r e e m e n t a n d . I n s u c h e v e n t , t h e t e r m s , c o n d i t i o n s a n d p r o v i s i o n s o f t h i s 
l«-v»«- 11ut i l h e d e f i n e d m o d i f i e d I n c o n f o r m t o t h e t e r m s , c o n d i t i o n s , a n d p r o v i s i o n s o f s u c h a p p r o v e d c o o p e r a t i v e u r u n i t p l a n o f d e v e l o p m e n t o r 
n p e i - i i i i o n a n d . p a r t i c u l a r l y , a l l d r i l l i n g a n d d e v e l o p m e n t r e q u i r e m e n t * o f t h i s l e a a e . e x p r e s s o r i m p l i e d , s h a l l b e s a t i s f i e d b y c o m p l i a n c e w i t h t h a 
d r i l l n g a n d d e v e l o p m e n t r e q u i r e m e n t s o f a u c h p l a n o r a g r e e m e n t , a n d t h i s l e a s e s h a l l n o t t e r m i n a t e o r e x p i r e d u r i n g t h e l i f e o f s u c h p l a n o r a g r e e -
m u m . i n the even t t h a t suld above descr ibed lands o r any p a r t t h * r * o f , shal l he rea f te r be o p e r a t e d u n d e r any such coopera t i ve o r u n i t p lan o f 
d e v e l o p m e n t o r o p e r a t i o n w h e r e b y t h e p r o d u c t i o n t h e r e f r o m I s a l l o c a t e d t o d i f f e r e n t p o r t i o n s o f t h * b i n d c o v e r e d b y s a i d p l a n , t h e n I h * p r o d u c 
t i o n a l l o c a t e d t o a n y p a r t i c u l a r t r a c t o r l a n d s h a l l , f o r t h e p u r p o s e o f c o m p u t i n g t h e r o y a l t i e s l o b e p a i d h e r e u n d e r t o L e s s o r , b e r e g a r d e d a s h a v i n g 
L t * -n p r o d u c e d f r o m t h e p a r t i c u l a r t r a c t o f l a n d t o w h i c h I t l a a l l o c a t e d a n d n o t t o a n y o t h e r t r a c t o f l a n d : a n d t h e r o y a l t y p a y m e n t s t o b e m n d e 
l.t f v u n d a k t o L c i a i i s i i ^ l l b e i j a a e d u p o n p r o d u c t i o n o n l y aa s o a l l o c a t e d . L e s s o r s h e l l f o r m a l l y * x p r e * e L e s s o r * * c o n s e n t t o a n y c o o p e r a t i v e u r u n i t 
t> lan o f d e v e l o p m e n t o r o p e r a t i o n a d o p t e d b y L e s s e e a r i d a p p r o v e d b y a n y g o v e r n m e n t a l a g e n c y b y e x e c u t i n g t h e s a m e u p o n r e q u e s t o t L e a s e e , 

I 3 . A l l v x p r v s e o r I m p l i e d c o v e n a n t s o r t h i s l e a a e s h a l l b e s u b j e c t t o a i l F e d e r a l a n d S t a t * L a w s . E x e c u t i v e O r d e r s , t t u l c a o r R e g u l a t i o n s , a n d 
H i ' s l u u s * s h a l l n o l b * t o r m i n s t e d . I n w h o l e o r I n p a r t , n o r L e s s e e h e l d l i a b l e Ln d a m a g e s , f o r f a l l u r * t o c o m p l y t h e r e w i t h . I f c o m p l i a n c e i s p r e v e n t e d 
U r , o r I f a u e h f a i l u r e I * t h e r v a u l t o f . a n y s u c h L a w . O r d e r , R u l e o r R e g u l a t i o n . 

1 4 . L e s s o r h e r e b y w a r r a n t s a n d a g r e e s t o d e f e n d t h e t i t l e t o t h e l a n d s h e r e i n d e a e r l b e d , a n d a g r e e * t h a t t h e L e s s e e s h a l l h a v e t h e r i g h t a t a n y 
t i m e t o r e d e e m f o r L e s s o r , b y p a y m e n t , a n y m o r t g a g e s , t a x e s o r o t h e r l i a n a o n t b e a b o v e d e s c r i b e d l a n d s . I n t h e e v e n t n f d e f a u l t o f p a y i n v n l b y 
L C M U I a n d b f s u b r o g a t e d t o t h e r i g h t s o f t h e h o l d r r t h e r e o f , a n d t h e u n d e r s i g n e d L e s s o r s , f o r t h e m s e l v e s a n d t h e i r h e i r s , s u c c e s s o r * a n d a s s i g n * , 
h e r u b y m r n n d e r a n d r e l e a a a a l l r i g h t o f d n w e r a n d h o m e s t e a d l n t h e p r e m i s e s d e s c r i b e d h e r e i n . I n s o f a r as s a i d r i g h t o f d o w e r a n d h o m e s t e a d m a y 
I n a l l y w a y a f f e c t t h e p u r p o s e s f u r w h i c h t h i s l e a s e I s m a d e , a s r e c i t e d h e r e i n . 

l b . S h o u l d a n y o n e o r m o r e o f i h * p a r t i e s h e r e i n a b o v e n a m e d a * L e s s o r f a i l t o e x e c u t e t h i s l e a s * , i t s h a l l n e v e r t h e l e s s b e b i n d i n g u p o n a l l 
s u c h p a r t i e s w h o d o e x e c u t e I t aa L e s s o r . T h e w o r d " L e s s o r . " aa u s e d I n t h i s l e a a e , s h a l l m e a n a n y o n * o r m o r e o r a l l o f t h e p a r t l e e w h o e x e c u t e 
t h i s l e a * v a * L e s s o r . A l l t h e p r o v i s i o n s o f t h i s l o a e e s h a l l b r . b i n d i n g o n t h e h o l r * , r u c r a s a i n a n d a s r t g n a o f L e s s o r a n d L e s s e e . 

I N W I T N E S S W I I E R R O F , t h i s I n s t r u m e n t I s e x e c u t e d a s o f t h e d a t e f i r s t a b o v e w r i t t e n . 
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E x h i b i t A 

A t t a c h e d t o a n d made a p a r t o f t h a t c e r t a i n O i l a nd Gas Lease 
d a t e d A p r i l 26, 1993 by and be t w e e n R e y n a l d o L o v a t o a nd 
C y p r i a A. L o v a t o , h u s b a n d and w i f e as L e s s o r and The Ga r y -
W i l l i a m s Company as Le s s e e . 

L e g a l D e s c r i p t i o n : 

P a r c e l Ko. x A t r a c t o f 
i n c l u d i n g t h e m i n e r a l r i g h t s , 
o f S e c t i o n 33, T o w n s h i p 21 
S a n d o v a l C o u n t y , Mew M e x i c o 

l a n d c o n t a i n i n g 1Q6.33 a c r e s , 
i n t h e S o u t h w e s t Q u a r t e r (SW/4) 
N o r t h , Range 3 West, N.M.P.M-, 

Bounded: On t h e N o r t h by l a n d o f F a b i a n G u t i e r r e z ; 
On t h e E a s t by l a n d o f S e c t i o n 33: SE/4; 
On t h e S o u t h by l a n d o f G a v i n a M. A r a g o n ; 
On t h e West by l a n d o f S e c t i o n 3 2; 

and more p a r t i c u l a r l y d e s c r i b e d as f o l l o w s : 

T i e P o i n t : B e g i n n i n g a t C o r n e r # 1 o f t h i s p a r c e l , b e i n g 
t h e S o u t h w e s t C o r n e r o f s a i d S e c t i o n 33, Twp. 
21 N o r t h , Rge. 3 West, N.M.P.M., t h e n c e 
r u n n i n g N o r t h 0° 08• E., 17 54.4 f e e t d i s t a n t 
t o NW C o r n e r #2; 

Sec. L i n e : Thence r u n n i n g N o r t h 89° 59" E-, 2640 f e e t 
d i s t a n t t o NE C o r n e r #3; Thence r u n n i n g S o u t h 
0° 08' W., 1754.4 f e e t d i s t a n t t o SE c o r n e r 
#4; Thence r u n n i n g W. 2640 f e e t d i s t a n t t o SW 
C o r n e r # 1 , t h e b e g i n n i n g c o r n e r , a nd 
c o m p r i s i n g an a r e a o f 106.3 3 a c r e s , more o r 
l e s s . 

T h i s b e i n g t h e same l a n d as d e s c r i b e d i n t h a t c e r t a i n 
W a r r a n t y Deed d a t e d J u l y 2, 1963 and f i l e d J a n u a r y 18, 197 3, 
r e c o r d e d i n DR 43, p g . 2 07. 

P a r c e l No. 2 A t r a c t o f l a n d c o n t a i n i n g S3.33 a c r e s , ( f i f t y 
t h r e e a nd o n e - t h i r d a c r e s ) i n S e c t i o n 33. T o w n s h i p 2 1 N o r t h . 
Range 3 West. N.M.P.M., S a n d o v a l C o u n t y , New M e x i c o , P a t e n t 
Number 9 52109 g i v e n t o F r a n c i s c o M ontoya, 

Bounded: On t h e N o r t h by Government L a n d ; 
On t h e S o u t h by l a n d b e l o n g i n g t o Gu a d e l u p e 
M o n t o y a ; 
on t h e E a s t by Government Land (BLM); 
On t h e West by Government Land (BLM). 

T h i s b e i n g t h e same l a n d as d e s c r i b e d i n t h a t c e r t a i n 
W a r r a n t y Deed d a t e d September 4, 1967, f i l e d J a n u a r y 19, 1968 
and r e c o r d e d i n V o l . DR 24, p g . 484, S a n d o v a l C o u n t y , New 
M e x i c o . 

P a r c e l Ko. 3 A t r a c t o f l a n d c o n t a i n i n g 54.0 a c r e s l n 
S e c t i o n 33, T o w n s h i p 21 N o r t h . Range 3 West, N.M.P.M., 
S a n d o v a l C o u n t y , New M e x i c o i n P a t e n t No. 952109. 

Bounded: On t h e N o r t h by l a n d o f L o u i s M o n t o y a ; 
On t h e E a s t by BLM Lan d ; 
on t h e S o u t h by l a n d by R. L o v a t o ; 
On t h e West by BLM Land. 

T h i s b e i n g t h e same as d e s c r i b e d i n W a r r a n t y Deed d a t e d 
A u g u s t 16, 1965, b e t w e e n G a v i n a M. A r a g o n , e t a l , G r a n t o r s , 
and R e y n a l d o L o v a t o , G r a n t e e , and f i l e d May 27, 1968 b e i n g 
d u l y r e c o r d e d i n V o l . DR 25, p g . 5 64, S a n d o v a l C o u n t y , New 
M e x i c o . 
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New Mex i co 
S T A T E O F . .. O k l a h o m a , K a w K , New M c x l r o . W y i . n i l n * , M n i K n i m , C o l o r a d o , U t a l i , 

_ , > u . N e b r a s k a , N o r t h D a k o t a , Sou th D n k u i u 
C O U N T Y O F & A P E & V f t L . J A C K N O W L E D G M E N T - I N D I V I D U A L 

B E F O R E M E . i h e u n d e r s i g n e d , a N o t a r y P u b l i c , I n a n d f o r sa id C o u n t y a n d S l a t e , o n th i s L S U f i 

d a y o r t Q f l V i g - 1 3 . p e r s o n a l l y «pr«-»ri-r1 R c y n a l r l n L o v a t O a n d C v p r l a A . L o v a t o 

hnshand and w i f e 
a n d _ 

• to m e k n o w n t n b e I he I d e n t i c a l p e r s o n S . d e s c r i b e d in a n d w h o e x e c u t e d 

the w i t h i n n n d f o r e g o i n g i n s t r u m e n t o r w r i t i n g a n d a c k n o w l e d g e d lo m e l h a l r h p y d u l y e x e c u t e d the same " t h p l r r ree 
a n d v o l u n t a r y ac t a n d d e e d for t he uses a n d p u r p o s e s t h e r e i n act f o r t h . 

I N W I T N E S S W H E R E O F . I h a v e h e r e u n t o aet m y h a n d a n d a f f i x e d m y n o t a r i a l » 4 | t he d a y a n d ^ y e a r last n h o y j t w r i t t e n . 

M y C o m m i s s i o n e x p i r e . O S . 2 8 - ^ - 4 - J V Q / I J P 4 * % * * - 7 T Y ~ \ < £ - * > * V ^ -
7 ^ " N o t a r y P u b l i c . 

A d d r e s s : P . O . S o x , l o ^ C U B A . W . M . * T ? O f 5 

S T A T E O F _ 

C O U N T Y O F . J
O U t h n m * , K N T U M . New M e x i c o . W y n m l n i ; , M o n ' a n n , f n l o r a o n . t '»nh , 

a*. N l b r a c k s . N o r t h D a k o t a , S v u l l i D u l i j i u 

A C K N O W L E D G M E N T — I N D I V I D U A L 
B E F O R E M E . t he u n d e r s l g n e d . a N o t a r y P u b l i c . I n a n d Tor sa id C o u n l y a n d S t a t e , o n th lx_ 

d a y o f , t o p e r s o n a l l y a p p e a r e d 

and. 
' , t n m e k n o w n t o b e t he I d e n t i c a l p e r s o n , d e s c r i b e d In a n d w h o execu ted 

the w i t h i n a n d f o r e g o i n g . I n s t r u m e n t o f w r i t i n g a n d a c k n o w l e d g e d t o m e m a t d u l y e x e c u t e d tha same as f ree 
a n d v o l u n t a r y a c t a n d d e e d f o r t he uses a n d p u r p o — t h a r a l n act f o r t h . 

I N W I T N E S S W H E R E O F , I h a v e h e r e u n t o set m y h a n d a n d a f f i x e d m y n o t a r i a l seal the d a y a n d y e a r last a b o v e w r i t t e n . 

M y C o m m i s s i o n E x p i r e s 
N o t a r y P u b l i c . 

A d d r e s s : 

S T A T E O F A C K N O W L E D G M E N T ( f o r u » hy C o r p o r a t i o n ) 

C O U N T Y O F / " * * 

O n t h i s d a y " f A . D . 19 , b r f h r e m e p e r s o n a l l y 

i p p w r w l , t o m e p e r s o n a l l y k n o w n , w h o , b e i n g b y 

m e d u l y r w o r n . d i d say that he is »h«> o f 

a n d that t he seal a f f i x e d t o s a i d i n s t r u m e n t is the c o r p o r a t e seal o f 

sa i d c o r p o r a t i o n n n d tha t s a i d I n s t r u m e n t w a s s i g n e d a n d s e a l e d i n b e h a l f o f sa id c o r p o r a t i o n b y a u t h o r i t y o f Its B o a r d o f D i r e c t o r s , and said 

a c k n o w l e d g e d s a i d i n s t r u m e n t t o be f ree act a n d d e e d o f sa id c o r p o r a t i o n . 

W i t n e s s m y h a n d a n d seal th is d a y o f . A . D . 19 

N o t a r y P u b l i c . 

( S H A L ) A d d r e s s : 

M y C o m m i s s i o n e x p i r e s 
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OFFICE OF THE 

CmmtttBsionsr of ^uWtr L̂ianas 

C o S ^ S O T ^ a t t t e J J f e SANTA FE, NEW NUT!UCÔ 7504-1148 

May 5, 1993 

Hinkle, Cox, Eaton, C o f f i e l d & Hensley 
P. 0. Box 2068 
Santa Fe, New Mexico 87504-2068 

Att n : Mr. James Bruce 

Re: Ceja Pelon Unit Area 
Sandoval County, New Mexico 

Dear Mr. Bruce: 

This o f f i c e i s i n receipt of your l e t t e r of A p r i l 29, 1993 wherein 
you have requested the Commissioner's p o s i t i o n regarding preliminary 
approval of the Ceja Pelon Unit Area, Sandoval County, New Mexico. 

Please be advised that the Commissioner of Public Lands feels that 
i t i s not i n the best i n t e r e s t of the State to commit Lease No. LG-
2849, A l l Sec. 36-T21N-4W containing 640.00 Acres to the u n i t 
agreement at t h i s time. 

We would l i k e t o take the opportunity to thank UnitSource (out of 
Denver), and the Gary-Williams Company f o r t h e i r cooperation 
regarding the proposed u n i t . 

Please n o t i f y a l l interested parties of t h i s action. 

I f you have any questions, or i f we may be of further help, please 
contact Pete Martinez at (505) 827-5791. 

Very t r u l y yours, 

JIM BACA N E W MEXICO 
COMMISSIONER O F A P U B L I C LANDS OIL CONSERVATION DIVISION 

' C V U I R I T V y 

FLOYD 0. PRANDO, D i r e c t o r ~ ' ' A n i D h 

Oil/Gas and Minerals Division (C>7 
(505) 827-5744 CASE NO PCpPf\ / rn 
JB/FOP/pm TO-UCIVLU 
e n c l s . 
cc: Reader F i l e M r Q rj • 

U n i t S o u r c e - A t t n : Mr. Paul S. Conner w / e n c l i i ; - . _ w _ . 
The Gary-Wil l iam Company H , n k ' e ' C f ffieJd & Hensley 
BLM-Albquerque, NM A t t n : Ms. Jane Clancy M n M re-New Mexico 87501 
OCD-Attn: Mr. Michae l Stogner 




