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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".



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.

H,S gas is not anticipated. H,S 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 wifl 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.



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

Size OD Interval Weight Grade Thread Hole Size

9 5/8 0-300 36# J-55 ST&C 12 1/4
7 0-3800 36# J-55 ST&C 83/4
N/A 0-6900 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 Ib/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.



MuUD_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
(56285") 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
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Craig Ambler, being duly sworn upon his ocath, deposes /ﬁ&ag:)
and states:

o e

AFFIDAVIT

CITY AND COUNTY OF DENVER'

Nt Nt

STATE OF COLORADO

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

2. I am the landman for Appiicant.

3. There are two fee tracts within 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
SW1/4 of Section 33, Township 21 North, Range 3 West,
N.M.P.M. ("“Fee Tract B").

4., Fee Tract A 1s subject to an o0il and gas lease dated
February 1, 1989 from Eloisa M. Gutierrez to Gary-Williams
0il1 Producer, Inc. (now known as The Gary-Williams Company),
a true and correct copy of which is attached hersto as
Exhibit A.

5. Pee Tract B is subject to an oil and gas lease dated
April 26, 1993 from Reynaldo Lovato and wife Cypria A. Lovato
to The Gary-Williams Company, a true and correct copy of
which is attached hereto as Exhibit B,

6. As a result of the foregoing, Fee Tracts A and B are
subject to lease and will be committed to the Ceja Pelon Unit
pursuant to the unitization clause in paragraph 12 of each
lease.
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7. The Commigsioner of Public Landszs has declined to
commit its interest to the Ceja Pelon Unit, pursuant to his
letter dated May 5, 1993, a true and correct copy of which is
attached hereto as Exhibit cC.

1993, by Craig Ambler.

My Commission Expires:

Q-G
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PRODULERS 88—PAID UP Bitlings Glus Prumt
Hev. 5-80, No. 2 Billango, iontana

OIL AND GAS LEASE

89

st February

AGREEMENT, Made and entered into the .. ceeeeeeee day OF 19 Y7 | by and hetween
ELOISA M. GUTIERREZ, a widow
whose post office address is Box 3]2 . Ladara L) New Mexj co 87027 . .. hereinafter called Lessor (whether one or more) and

Englewood, Colo.
reinafter called Lessee:

80112-5116

WITNESSETH, That the Lessor. for and in consideration of ... DOLLARS
cash in hand paid. the receipt of which is hereby ack l. and the and has granted. demiwed, leased and let.
and by these presents does grant, demise, lease and let exclusively unto the said Lessee, the lund hereinafter described, with the exclusive right for the purpose
of mining, by and other ds, and for and thercfrom o)l and all gas of whatsoever nature or kind. with nghts of
way and easements for laying pipe lines, and erection of structures thereon to produce, save and take care of said products. all that certain traet of land

Sandoval State of New Mexico Sescribed

.......... as follows, to-wit:

__ten and more

situated in the County of

Township 21 North, Range 3 West

Section 33: The South fifty-three and one-third (53 1/3) acres of the
NW 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

and containing . 93:333 acees, more o less. five (5) 5-4-89

L. It is mgreed that this lease shall remain in force for a term of XNgh vears from XXM/ and as long thereafter ns ol or gas of whatsoever
nature or kind is produced from samid leased premises or on acreage pooied therewith, or dnlting uperations are continued as herematier provided. It at the expiration
of the primary term of this lease. oil or gas 13 not hewng produced nn the leased premises or on acreage panied therewith but Lessee 1s then engaged n dnlling or
re-woeking operations thereon, then this lease shall continue in force so long as ope are beng v p on the leased prewnses or on screage

: an thall be d to i not more than minety (901 Jays shall etapse betwren the completion or ahun-
donment of une well and the herinning of operations for the drilling of a subsenuent well. [f after discovery of ail or gas on s land or on acreace pooled there-
with, the production thereof shouid cease from uny cause after the pnmary term. this lease shall not if Lessee s add. i dniling or re-working
operations within ninety (90) days from date of cessation of praduction or from dike of completion of div hole. If ol or vas shail be discovered and peoduced as
a resuit of such operations at or after the expiration uf the primary term of this lease, this lense shali conunue n force so long s oif of pas is produced from the
teased premises or on acreage pooied therewith.

2. This is a PAID-UP LEASE. In consideration of the down cash payment, les<or agrers that Lessee shall not be oblicated. encept as  otherwise
provided herein, to or any ope duning the primary tenn, Lessee mny at any bme ur times dunng or after the pnmary term surrender
this lease as to all or any portion of said land wnd As to any strata or stratum bv delivering to Lessor or hy filing for record a releuse or releases. und he relieved
of all obligati f us to the acreage surrendered,

3. In i of the the smd Lessee covenants and agrees:

1st. To deliver to the credit of Lessor, free of cost, in the pipe line to which Leswe may connect wells no said land. the esqual one-eichth (%) part of
all oil produced and saved from the leased premises.

2nd. To pay Lessor one-cighth (%) of the gross proceeds each year, payable quarterly, for the cas from each well where ras only is found. whils
the same is bring used off the premises, and if used in the manufacture of wasoline a roynity of one-ewchth (%), payable monthly at the prrvel market
rate for gas,

3rd. To pay Lessor for gas produced from any ail well and used off the premises or in the manufacture of gasoline or any other prmduct a royalty
of one-¢ighth (%} of the procreds, at the mouth of the well, paynble monthlv at the prevating market rate.

4. Wherne itas from a well capable of producing gas 1s not sold or nsed, Lessee muy pay or tender as rovalty to the rovaity awners One Dollar per venr per
net royally acre i h Jer, such pay or tender to he mide on or betore the anniversiry date of this lense next cnsumng atter the eaxpuration of 90 davs
from the date such well iz shut in und thereatter an or hefore the anniversary date of this lense durmi the penod such well s shist i, 1f such Pily ment or tender 1x
made, it will be consklered that gas 15 hemmg proc i within the e ot this lease

5. If said Lessor owns a less interest an the above descnbed land than the entire and undivided fee aumple estate therem, then the royaltiet (including
any shut-in gos royalty) herein provided for shall he paid the said Lessor only in the proportion which Loewor's interest bears to the whole and unibvided e,

8. Lessee shall have the right to use, free of cost, Ras, cil and water produced on said land for Lrssee’s operntion thereon, except water trom the wells of

Lessor.

7. When requested by Lessor, Lessee shall bury Lessee’s pipe lines helow plow depth.

8. No weil shall he drilled nearer than 200 feet to the house or bam now on said preniises without wntten consent of Lessor.

9. Lessee shall pay for damages caused by Lessee’s operations to growing crops on said land.

10.  Lessee shall have the right at any time to remove il machinery and fixtures placed on smid premises, including the nght to draw and remave caung.

11.  The rights of Lessar and Lessee hereunder mav he assigned in whole ur part.  No change 1n ownership of Lessor's interest (byv asagnment or other-
wise) shall be binding on Lessee untui Lessee has heen furnished with notice, consisting of certifted copres of all recorded instriments or documents und other
i y to hiish P chamn of record title from Lessor, and then only with respect to payments thereafter made. No other kind of
nutiee, actual or . shall be hinding on Lessee. No present or future division of Lessor's ownership as to different portions or parcels of sad
land shall operate tn eniarge the obligations or diminish the ruthts of Lessee, and all Lessee’s operations mav be conducted without regard to any such division.
tf all or any part of this lease i1s assigned, no leasehold owner shall be liable for any act or omission af any other leasehnid owner,

12, Lessec, at ils option. 15 hereby given the richt and power at any time and front time to time as 4 recurniog nght, cither hefore or after productian, ns
to all or any part of the land desenbed herem and as 1o any one or more of the furmations hereunder. to pool ur umitize the leasehold estate and the minernd
estate covered by this lease with other Innd. lease or lenses 10 the immediate vicinity for the production of ol and uas. ar separnteiy for the production of erther,

when m Lessee's judg "was y or ad ble to dn 50, and irrespective of whether nuthonty simuar to thic exists with respect to such other tand. lease or
lewses, Likewise, umits previously formed to include tormations not producmg oil or gas, may he seformed tn exclude such non-primducing formatinns. The forming
or reformme ot any unit shall he lished by Lessee and filing of record a decl of such oy tion, which shall

descnibe the unit. Any unit may aclude land upon which a well has theretofure been completed or upon which operations for drlling have theretofore been com-
menced. Production, dnl ar reworking operatioms or a well thut in for wanl of a market anywhere on @ wnt which includes all oe a part of this lease shall he
treated as of st were production, drilling or reworking operations or a well shut in for want of a market ander this lewse. In lieu of the rovalties elsewhers herem
spearfied, including shut-in sas royalties, Lessor shail reertve on production from the unit so pooled tovaltes only on the portion of such production allocated to
this leuse; such allucation shall he that proportion nf the umt production that the total number of surface acres covered by this lease and included 10 the ot
bears to the total number of surtace acres 1 such wmit. In additon to the foregoing, levsee shall have the nght to unstize, pool. or combme all or any rart of
the nhove described fands as to one or more of the formatnns thercnnder with ather lands 1n the same geneeal aren by entering ints a coopeentine ar plan of
level { | hansty and. from 1ime to ume, with hike approval, to nuxlifv, change or termmate s such plun or

develop t or of PP by anv
anreement and, 0 such cvent, the tenns, conditions, awdd provisions of this lease shall he deemed modified to contorm to the terme, conditions, and provisions
of such approved coaperative or unit plun of developnwnt or operation and, particuiasiv, all drilling and development requirenwents of this lease, express or unplied,
shall be satisficd by compliance with the drilling nnd development requirements of such pian or agreement. and this lease shatl not terminate or espire durmg the
hfe of such plan ur agreement. In the event that said above described lands ar any part thereof. shall hercafter be nperated under any such cooperative or nnit
plan of d P or ope hereby the heref, 1s allocated to diff portions of the land covered by saxl . then the production alia-
cated to any particular tract of land shail. for the purpose of computing the royaities 1o he paid hereunder to Lessor, he regarded as hastng heen nroduced from
the particuiar tract of land to which it is atlocated and nat to any other tract of land: and the mvalty payments ta he made hereunder to Lessor shall be bhased
upon d only as so all d. Lessor shall furmaily express Lessor's consent to any cooperstive or unit plan of development or operation adopted bv Lessee
and d by any gov aency by ing the same upon request of Lesser,
13. Al express or implied cnvenants of thit lease shail he suhiect to all Federnl and State Laws, Executive Orders, Rules or Regulations, and this lease
h . i d by, or f wch failure

<hall not he terminated. in whole or in part. nor Lessee held liable in damages, for failure to compiv
is the result of, any such Law. Order, Hule or Regulation.

14. Lessor herchy warrrnts and agrees to defend‘ the title ta the lands herein deserbed, nnd agrees that the Lessee shall have the right at any time to redeem
for Lessor. hy pavment. anyv marteaucs, taxes or other liens on the above descnbed lands, in the event of defanit of pavment hy Lessar, and be subrogated tn the
rights of the holder thereof. and the undersigned Lessors, for |hrmwlvrs and their heirs, successors and assigns. hereby surrender and reiease all right of dower
and homestead in the premuses descnibed herein, insofar as sasd richt of dower and homestead mav i any way alteet the purposes for which this Irase 19 made,
as recated herem.

15. Shc dd anv ane or niore of the puarties hereinabove named s Lessor fail to execute this lease, 1t shall nevertheless be bhinding upon all such parties
wheo do execute st as Lessor. The word “*Lessor, as used in this lease. shall mean any onc or mare or all of the parties who execute this leasc as Lessor. All the
rrovisions of thic lease shall he hinding on the heirs, successors and assigns of Lessor and Lessee.

IN WITNESS WHEREOF. this instrument is executed as of the date first above wrtten

f s

) o
NEW MEXICO N 7)//‘,(;4%1'_;1_) /) Aalioniv,
OIL CONSERVATION DIVISIO Eloisa M. Gutierrez )
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STATE OF. NEW MEXICO 1 ACKNOWLEDGMENT, Agplicable where lands are in Oklahoma,

co op\éleDOUl\L i sS " Kansas, Nebraska, South Dab North Diclon and /ot New Maexica
5.0 Mage w §< -
BE IT REMEMBERED, That on this ..day of A.D, 19 . before me, a Notary

Public, in and for said County and State, personally appeared Eloisa M. Gutierrez

ta me known to be

the identical person...... described in and who exccuted the within and foregoing instrument and acknowiedged to me thnL.A.i.h.e..m...

executed the same uhgr ....... free and voluntary act and deed for the uses and purposes therein ret forth.
IN WITNESS WHEREOF, I have hereunto set my offivi T Te a

fixed m, notarial,sﬁl.‘i/he day and year first above

written.
A ALLRLE L NN .....Notary Public

My comm'ission expires.

STATE OF Sy - ,1§ -3 -90 ACKNOWLEDGMENT, Applicabls whete lands ere in Oklahoms,
UUENSS. - Konsas, Nebraske, South Dakote, North Dakote and/or New Mexico
COUNTY OF. |
BE IT REMEMBERED, That on this. day of A.D, 19 befors me, a Notary
Public, in and for said County and State, personally LY. T

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 forth.

IN WITNESS WHEREOF, 1 have hereunto set my official signature and affixed my notarial seal, the day and year first above
written.

My expires. Notary Public
STATE OF. I
- SS. ACKNOWLEDGMENT, Montana or Colorade
COUNTY OF ]
) R e e & Notary Public, in-and for said County and State, do hereby cernfy that

personally known to me to be the person whose name.........cooeennd subscribed to the within instrument, appeared before me this

.signed, sealed and delivered Lhe said instrument of Writing as........oeco.... {ree and

day in person and acknowledged that
therein set forth.

voluntary act and deed for the uses and purp

WITNESS my hand and official seal this day of A. D, 19
My commission expires. Notary Public
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STATE OF ... coeoooe. 1
+ SS. ACKNOWLEDGMENT, CORPORATION
COUNTY OF. |
Before me, the undersigned, a Notary Public, in and for said County and State, on this wonday of
18............, personally appeared

....... to me known

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

and acknowledged to me 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 forth.

Given under my hand and seal of office the day and year last above written. 75 :

Eu

My com expires . Notary Public

P.O
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Oll. AND GAS LEASE

AGREEMENT, Medo 21d ontered Into the 26th day of April L1993 Ly and between

Reynaldo Lovato and Cypria A. Lovato, husband and wife

whotite post offjce sddress §a BOX 14 » La‘]ara 3 New MEX1 co 87027 . herctualfior enliad Lossor (whbther one or mu¢‘ éb&oz

The Gary-Williams COMPANY  whos post oftice addrees 1 h Str uite 530Q.080XENAY

WITNESSETI, Thut the Lessor, lor and In consideratton of __1€N_and_no/100 VOLLARS
casbs 8 bl b, the receipt of which e heechy achnowledged, amnl the covenants and agreemernts hereinalter onnislnod, has granted, demised,
lessed and [ut, ud by theses preseits does grent, demise, hease aned Jet uxclusively untu the said l.essve, tho land hereinafier describod, with the
exciusive right {ur the purposxe of mining, expiuring by geonpliysical and othier methada, and operaling for and producing thero(rom oll and all gas of
whutsnever naiture or kind. with righta of way and casementla for laying plpe linee, uadouny 1on af struoiures ereon (o pruduce, save and take cure

ool andd products, sll that certuin tract ol land situsted in the County of P

Hiute of New Mexico described us follows, lo-wit: -
OIL CONSERVATION DIVISION
See Exhibit A attached hereto and made a part hereof /g

EXHIBIT

213.66 B - /07/‘f

and containlng b acres, marc or less, five 5 CASE'NQ
It s agrecd that thiz jrase abuil ramain in force (nr a term of ven yeaks from this date 0
nuture ur kind la produeed {rom sald lrused premilsss or on neruinge pocjed therewlth, or nhlllmr sperations wee constlone o s hecafnalter prosg o,
11, st bhe crplrstion of the primeey term of this leawe, oll ar gae ln nut Lulng priduced un the vased promiscs ur on acrruge povled therew il aut
Lassar la thon snuuged in drilling ur reeworking operations tbrrevn, then this icase shall continue in lorce 50 long as nperutions are belug covittinue-
ously proscuted on the Joused premises ar on acrcage pooled herewlth: and operations shal)l be considered ta Le eonllnuousl{ pruscculud ! not
more than ninely (P0) days .n.['n clnpse between the comnpiction or abandonment of one woil and the beginning of operations {or the drilling of a
subsequent well, [f after discovery uf oll ur gas ot said lund or on acreagr pooled therewlith, the praduction thereof should cease (romn any cause
alice the pritvary term, this lease shall not terminate if Lessra commences sdditional dritling or re-working aperations within ninoty (80) days lrom
dule of cussation af productian or [rom date of compieiion of dry- hale, [[ oll or gas shall he disaovered and produced as a result of such opors-
tions .t or ntur the expliration of the primary tarm of this lease, this lcase shal? coanltinue In [ores sa long as oll or gas is produced {tom the jeased
Pr or v pocuied therewith.
2. Thll is & PAID—UI‘ I.LEASE, In considaration of the down cash payinent, Lessor asiraes that Lessee shall not ba obligutsd, except as othee-
wise provided hersein, ta commence or continue any operstions during the primary term. Leasee may gl nny lLimae or times durin mor after the pri-
nary term rendcer this jcanse as to all or sny poriion af said land and as 10 any atrata or siratum by delivering to Lessor or by ing for record a
rolease ©or releasen, and be relleved ol al)l oltigation thersafier acoruin to the acicage surrendared,
3. In conslderation of the preinisesa the said Lessee covenanis and agreas:
st. To dajiver 10 the oredit of Lassor, fres of cost, in the pipe line to which Lesars may connect wells on saild land, tha squal ane-ciehih
(1/8) purt of ull oil produced and saved from the Icn.ﬂi premilees,
2nd. To pay lLassor one-eighih (lll] of ibs gross pruceeds cach yeasr. paynble gquarlerly, for the gas fromn each well whare gaa caly Js
found, while the aanie is baing used olf the premises, and If used in the manuleacture of gasoline a royaity of vane-cighth (1/8), pavable
monthly at the prevallina markel rate tor gas.
. To pay Lessor for pus produced from an: oit well and uvsed ofl the peemises or in the manulacture of gasoline or any other product
a royalty of one-cighth (1/8) af the proceeda, sl lhe muuth of the well, D-rlbl: monthly at the prevalling market rato,
4. Whoure gan from s well capuble ol Kruduelnl gan 12 not swid ur used, Laspos may pay ar tcnder s royally to the rovally owners One
Daollar per yesr per net roysity ucre retained hercunders, such payment or (ender to be made wn or befure the annlversury date of thils lrase nexs
eusuing alter the cupiratjon of 90 duys from (he dule such weil fs shui ip and thurealier on or hefurs the annivorsury date of this lcusw Juring the
perivd such well is shut In. Il such puyment 07 tender Is made, it will be consddured thal gaus Is being produced within the meaning uf this leuss.
8, I( seid Lessor owna a lesy intesest In Lhe above described iand than Lhe sntire and undivided fee sitmple cstate theroln, then the royaitics
(ncluding any shul-in gas rayaliy) herein praovided for shsaill he paid the l.asenr only in the proportion which Losaos's Interest Lears to the whole

asid vudivided lee.
Lerssce shall have the right 1o use, {ree of cosl, gas, olt and water produced on ssid land for Liesseo's aperation thereon, excepé water from

.
the wells of Lessor,

. Whan requestiad by Lessur, Lessee shall bury Leasse'’s pipe line below plow deplh.

8. No well shatl be drilled noarer l.hnn 200 fcet w the houwse or barn now on sald premises without written consent of Lessor.

9. Lrssee shall puy Inr damages e by Le ‘s up Llons Lo growing erups on said

10. Lessce shull have the right atl any Lime 10 remove all macitinery and fixiures piaced an said promises, including the rixght to draw snd
remove casindg.

11, The rights of lcssor and Lessee bereunder may ha assigned lnn whole or part, No change ln awnership of Lesaor's intarest (by assigniment
or otherwisu) shall Us binding an Lessee until [Lassce has becn furnlalicd with nolice, consisting of ccrtified cuples of all recorded instrutnents or
dusuments snd other infarmation necessary Lo establish a conpleic chuln of tecazd titic from lassor, and then only with respect 1o payinen
theresflor mnade, No other kind o notice, whether actual or construclive, shall bo binding on Lessee. Na prosent or future division ol Lessor's
ownezshilp as to different purilons or parcais of said land shall operaée (o eniarge the obligations or diminish the rights of Lessec, and all Legsce's
operullons muy be conduclted without regard 1o any such dividon, If ail or any part of this lense is asaliginied, no lcaschold owner shail be tabile for
aay act or omisslon of any other leaschold owner,

., loswee, ai its oplion, is horvhy given the right and power al any Lime and [from Lthne 10 time ws a requrring right, either bafore or after
urod:u.tlon ns to all or any part af the land described heorein and as to any oneg of more of Lthe formations hersunder, 0 poot or unitire the lcuse-
hold estate srul the minecal eslule covered by this kcase with other land, lesse or leapes int the immediale vicinity for the production of oil and gas,
ur scparately for the produciion of elther, whea In Lessov's judgmeant il ix necessary or advisabie to do 30, and irrvspective of whathor suthority
alnifiay (o thia sxists with respect Lu such othar land, lease ot leases. Likewlise, unity previously farmed (o Include {ormations not producing oll or
may Le reflormed Lo uxcjudae sush non-producing formationa. The forming or reforming of any unit shall be accomplished by Lessee oxecuting
a liling of record » declaration of such unitization or reformation, which declaration ahall describe the unil. Any unit mey inciude land upan
whilcl u well has therctofure been completed or upon whitgh aperstians {or drilling have Lherciolore been comnmanced. Production, drifling or rw-
working operations or a well shut In {or want of s macketl anywhere an s unit which Includes all or a past of this lease shall be treatad as if it wars
proctuctian, drilling or reworking operations or a well shut in [or want of a market under this leass, In lleu of the royaliies elsewhere hetein apeci-
fiwd, jncluding shutl-in gas coyaltias, Lossor shall recelve on produciion {rorm the unit sc pooled royaltins only on the portlon of such production
alluented 1 thia lcase) such allocnlon shsll be thal proporton ef the unit production that the total number of surface acres covered by this Jease
and tuctuded iy the unit beurs to the talal number of surface acres In such unit. In addition tu the (oregoing, Lassee shall have the right to unitirze,
Parnd, nhine al} or any part i Lhe abave deseribed lands s to one or more ol the formations thereunder with othor lands in the same genceral
arie ~rinpg Into a cm»renuvt or unit plsn of development or operation spproved by any governmental authority and, {ram tne o time,
wilh wpproval, Lo madily, change or terminate any such pian or agreement and, In such evenlt, the Lerms, conditions and provisions of Lhis
lewse slall he decimed madilied 1o conform to the twnms, condlitions, and provizions of such wﬂﬂuvad acaperative ot unit pian of develupment or
wperation and. particularly, all drilling and dovelopment requirements of this lease, express or plied, shall be satistied by compllance with tha
«ril ng and develupmueent requircinents of such plun or agreement, and this lasse shall not {erminsta or expire during the 1ife of such plan or agree-

In the event that suld above dasoribed tands or any part thereol, shall herealter be operatad under any such cooperative or unit plan of
spment or operation whershy the production thersfrom ls allocated to different portions of the land covered by zaid plan, then | he produc-
sllogated to any particular tract aof land ahall, {or the purpose of computing the royailties 1o be pald hereundor to Lessor, be regardod as heving
produced from the particular tract af land to which {t Js gilocated and not to any othor tract of land: and the rarsity payments to be made
wivundes 0 Lossor shall be Lased upon produolion only as 30 slloeated., Leusor shalli formally axpress Leszor’s consent {0 any sooperative ur unit
1lan of development or operntion adopted by Lessee and approved by any governmental aganay by executing the sams upon request of

All oxpurvss or implled covenanis of this lease shal sibject (o al]l Federsl and State Laws, Executive Orders, Hulos or Regulalion
tiils luuse shull not be torminsted, in whole oF in Part, ner Lessce held lable n damages, (or (allura 1o anmply therewith, if compliance is preventied
Uy, ur i such faflure Is the reault of, uny such Law, Order, Rule of Resulation.

4. Lcecssor hereby warranis and agrees o defend L‘u title to Lthe lands herein described, and agrees that the l.essce shall have the eight at any
ttme L redoam for Lessar, by payinunt, any morigages, taxes or other Jona un Lhe abowve described lands. In the event uf dufault of payinunt by
Lessur wnd L subrogeticed tu the tights of the holder Lthersol, and the undersigned Lessore, fur themmwivas and thelr helrs, sucecssors and maailgng,
heruby guriender and relesam sll rigirt of doawsr and hamestead In tha premises deseribed herein, insofse as aald right of dower and homoatead may
in any way aifeal the purposes for which this lease fs made, as vrocited herein,

15, Should any ons or more ol Lhe parties hercinabove named ad Lessor [all to execule this lease, it shall nevertheless be bluding upon al}
such partien who do exeeule it as Lessor., The ward “Lassor,' as used in this lasse, shall mean any one or more or all of the partias who axecute
this leass as l.essor. ] the proviaicine of this loase shall be binding on Lthoe helre, azcresants anc asrigns of Lessor and Lossce.

IN WITNESS wuzn EOF, thiz instrument ls execuled as of the date (irst above written.

Reyna1ao7Lovato
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Exhibit A

Attached to and made a part of that certain 0il and Gas Lease
dated April 26, 1993 Dby and between Reynaldo Lovateo and
Cypria A. Lovato, husband and wife as Lessor and The Gary-—
Williams Company as Lesssee.

Legal Description:

Parcel No. 21 A tract of land containing 106.33 acres,
including the mineral rights, in the Southwest Quarter (SwW/4)
of Section 33, Township 21 North, Range 3 West, N.M.P.M.,

Sandoval County, New Mexico

Bounded: On the North by land of Fabian Gutierrez;
on the East by land of Section 33: SE/4;
Oon the South by land of Gavina M. Aragon;
On the West by land of Section 32;

and more particularly described as follows:

Tie Point: Beginning at Corner #1 of this parcel, being
the sSouthwest Corner of said Section 33, Twp.

21 North, Rge. 3 Weast, N.M.P.M., thence
running North 0° 08' E., 1754.4 faet distant
to NW Corner #£2;

Sec. Line: Thence running North 899 859! E., 2640 feet
distant to NE Corner #3; Thence running South
0° 08' W., 1754.4 feet distant to SE Corner
#4; Thence running W. 2640 feet distant to sSW
Corner #¥1, the beginning cornsr, and
comprising an area of 106.33 acres, more or
less.

This being the =same land as described in that certain

Warranty Deed dated July 2, 1963 and filed January 18, 1973,
recorded in DR 43, pg. 207.

Parcel) No. 2 A tract of land containing 53,33 acres, (fifty
three and one-—third acres) in ti 33 o i No
R e es N.M.P.M., Sandoval County, New Mexico, Patent

Number 952109 given to Francisco Montoya,

Bounded: On the North by Government Land;
On the sSouth by land belonging to Guadelupe
Montoya;
Oon the East by Government Land (BLM) ;
On the West by Government Land (BLM).

This being the same land as described in that certain
Warranty Deed dated September 4, 1967, filled January 19, 1968
and recorded in Vol. DR 24, pg. 484, Sandoval County, New
Mexico.

ar N 3 A tract of land containing 54.0 acres in
Section 33, Township 231 North, Range 2 West , N.M.P.M.,
Sandoval County, New Mexico in Patent Na. 952109.

Bounded: On the North by land of Louis Montoya;
On the East by BILM Land;
On the South by land by R. Lovato;
On the West by BLM Land.

This being the same as described in Warranty Deed dated
August 16, 1965, between Gavina M. Aragon, et al, Grantors,
and Reynaldo Lowvato, Grantee, and filed May 27, 1968 being

duly recorded in Vol. DR 25, pg. 564, Sandoval County, Neaw
Mexico.
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New Mex1ico
STATE OF Oklahoma, Kansa<, New Acxica, W;-umlng: Momtann, Coloradn, Utah,
. Nebraska, North 1Jakola, SBauth Dakula
COUNTY OF _EZANDOVAL }“ ACKNOWLEDCMM—INDIVII)UAL
1274

BEFORE ME, the undersigned, a Notary Public, In and for said County and State. on thix
ovato and C ia A. Lovato

day of. may 19__ 2 | personslly appeared
husband and wife
and
1o me known to be the identical person_S_ ., described in and who executed
they duly executed the same as_their fice

the within and foregoing Insirument of writing wnd acknowledged tn me that
and voluntary act and decd for the uses and purposes therein set forth.,

IN WITNESS WHEREORFP, | have hereunto set my hand and affixed my

My Commission Expires. os.28. G
Addreas: Po, Box (o3 aUEa N M. HI0IZ

STATE OF Oklshoma, Knnams, New Mexlcn. Wyaming, Montana, Coloradn, t'tnh,

}-. Nu iu'uk.- -nu Suuth Laluta
COUNTY OF, ACKNOWL!LDGM!NT—lNDIVIDUAL

BEFORE ME, the undersigned, a Notary Public. in and lor said County and State, on this

day of. 19. personally appecared
and

tn me known 1o be the identical person___ | described in and who executed
duly executed ths same ma free

the within and foregoing instrument of weiting and scknowledged to me that
and voluniary act and deed for the uses and purposes therein sct forth,

IN WITNESS WHEREOPF, I have hereunio set my hand and affized my notarial seal the day and year last sbave written.
M Expi
y Commission Expirea Retary Foblic,
Addrcss:

ACKNOWLEDGMENT (For uss hy Corporation)

STATE OF
COUNTY OF. } bt

On this day of. A.D. 19 . before me pereonally
appented, to me personally known. wha, being by
me duly sworn, did say that he is the of.

and that the seal affixed to aaid instrument is the corporate seal of

said corpormtion and that said Instrument was signed and acaled In behaif of sakd corporation by suthocdity of its Board of Directors, and saild
acknowiedged sald instrumem to be free act and deed of said corpornation.

Witness my hand and seal this day of. AD.19___ .
Notary Public.
(SFAL) Address:
My Commirsion expires
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Stute of Neto Iexico

OFFICE OF THE

Commissioner of Public Lands

JIM BACA

anta 2 P.0. BOX 1148
COMMISSIONER 5 g SANTA FE, NEW MEXICO 87504-1148

May 5, 1993

Hinkle, Cox, Eaton, Coffield & Hensley
P. O. Box 2068
Santa Fe, New Mexico 87504-2068

Attn: Mr. James Bruce

Re: Ceja Pelon Unit Area
Sandoval County, New Mexico

Dear Mr. Bruce:

This office is in receipt of your letter of April 29, 1993 wherein
you have requested the Commissioner’s position regarding preliminary
approval of the Ceja Pelon Unit Area, Sandoval County, New Mexico.

Please be advised that the Commissioner of Public Lands feels that
it is not in the best interest of the State to commit Lease No. LG-
2849, All Sec. 36-T21N-4W containing 640.00 Acres to the unit
agreement at this time.

We would like to take the opportunity to thank UnitSource (out of
Denver), and the Gary-Williams Company for their cooperation
regarding the proposed unit.

Please notify all interested parties of this action.

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

Very truly yours,

JIM BACA NEW MEXICO

COMMISSIONER owgfyc\ OIl. CONSERVATION DIVISION
BY: EXHIBIT -

FLOYD O. PRANDO, Director

0il/Gas and Minerals Division /07 (C,é
(505) 827-5744 | CASE NO ___
JB/FOP/pm ———
encls.
cc: Reader File MAY 0 8 =
UnitSource-Attn: Mr. Paul S. Conner w/encl
The Gary-William Company Hinkle, Cox, Eton, Ceffield & Hensley

BLM-Albquerque, NM Attn: Ms. Jane Clancy Santa &'“WMﬂMOBHWI
OCD-Attn: Mr. Michael Stogner





