SLALTHE U NEW MEXL1CO
ENERGY, MINERALS, AND NATURAL RESOURCES DEPARTMENT
OIL CONSERVATION DIVISION

IN THE MATTER OF THE HEARING
CALLED BY THE OIL CONSERVATION
DIVISION FOR THE PURPOSE OF
CONSIDERING:

CASE NO. 9331
Order No. R-8644
APPLICATION CF PH&LLIPS PETROLEUM h
.COMPANY FOR A NON-STANDARD GAS
PRORATION UNIT AND UNORTHODOX GAS
WELL LOCATION, LEA COUNTY, NEW
MEXICO.

ORDER OF THE DIVISION

BY THE DIVISION:

This cause came on for hearing at 8:15 a.m. on March
16 and April 13, 1988, at Santa Fe, New Mexico, before
Examiner David R. Catanach.

NOW, on this 27th day of April, 1988, the Division
Director, having considered the testimony, the record, and
the recommendations of the Examiner, and being fully advised
in the premises,

FINDS_THAT:

(1) Due public notice having been given as required by
law, the Division has jurisdiction of this cause and the
subject matter thereof.

(2) The applicant, Phillips Petroleum Company
(Phillips), seeks approval ‘for an unorthodox gas well
location for 1its proposed State "22" Well No. 1 to be
located 660 feet from the North and West lines (Unit D) of
Section 22, Township 17 South, Range 35 East, NMPM, Lea
County, New Mexico, to test the South Shoe Bar-Atoka Gas
Pool and the Morrow formation, said well to be dedicated
either to a 160-acre non-standard gas proration and spacing
unit consisting of the N/2 SW/4 and W/2 NW/4 of said Section
22, or in the alternative, to an 80-acre non-standard gas
proration and spacing unit consisting of the W/2 NW/4 of
said Section 22.
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(3) The applicant is the leasehold owner of the W/:
NW/4 of said Section 22, and at the time of the hearing, the
applicant testified that Phillips had reached a verbal
agreement with Amerada Hess to obtain by farmout its acreage
consisting of the N/2 SW/4 of said Section 22 contingent
upon approval of the subject application by the Division.

(4) At the time of the hearing, the Lpplicant
requested that the portion of the case requesting approval
of an 80-acre non-standard spacing and proration unit to be
dedicated to subject well be dismissed.

(5) Arco 0il & Gas Company (Arxrco), the leasehold owner
of the S/2 SW/4 of said Section 22, appeared at the hearing
in opposition to the application.

(6) The evidence in this case indicates that by
Administrative Order No. NSP-1470, the Division approved a
240-acre non-standard gas spacing and proration uni<
consisting of the NE/4 and the E/2 NW/4 of said Section 22,
said acreage dedicated to the T. H. McElvain ©0il and Gas
Properties New Mexico "AC" State Well No. 1 located at an
unorthodox gas well location 1980 feet from the North 1line
and 660 feet from the East line (Unit H) of said Section 22,
which was completed in the South Shoe Bar-Atoka Gas Pool in
January, 1986.

(7) The evidence further indicates that Sun
Exploration and Production Company currently operates the
South Shoe Bar State Com Well No. 1 located 660 feet from
the South line and 2030 feet from the West line of Section
15, Township 17 South, Range 35 East, NMPM, which was
completed in the South Shoe Bar-Atoka Gas Pool in December,
1987.

(8) Phillips presented as evidence initial bottomhole
pressure data from the two aforementioned wells which
indicates that, prior to its completion, the South Shoe Bar
State Com Well No. 1 likely experienced drainage from the
New Mexico "AC" State Well No. 1 which is located a distance
of approximately 3698 feet away.
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(9) At the time of the hearing it was determined that
Arco has proposed and is willing to contribute its acreage
in the SW/4 SW/4 of said Section 22 to the proposed
non-standard proration unit.

(10) Arco further proposed that its acreage in the SE/4
SW/4 of said Section 22 could be included in a possible
non-standard proration unit consisting of the SE/4 SW/4 and
the SE/4 of said Section 22, which could be dedicated to a
well drilled in the S/2 of Section 22.

(11) At the time of the hearing, Arco requested that
the Division impose a production penalty factor on the
subject well, said penalty factor to equal the proportion
that the non-standard proration unit bears to a standard
proration unit within the pool (160/320) or 0.50.

(12) The evidence supports the applicability of the
general rules in that a well in this reservoir will drain at
least 320 acres. .

(13) Applicant's request will result in waste from the
drilling of unnecessary wells.

(14) Applicant failed to address how correlative rights
will be protected in an unprorated gas pool with the
proposed unorthodox location and non-standard proration
unit.

(15) In the absence of evidence on the record
demonstrating the need for an exception, the Division should

- administer a program of uniform well density and well

spacing in performing its statutory duty of protecting
correlative rights.

(16) The application should be denied.

IT IS THERFORE ORDERED THAT:

(1) The granting of this application would tend ¢to
cause waste and would impair correlative rights and is
therefore denied.
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(2) Jurisdiction of this cause is retained for the
entry of such further orders as the Division may deem
necessary.

DONE at Santa Fe, New Mexico, on the day and vyear
hereinabove designated.

STATE OF NEW MEXICO
OIL CONSERVATRIO IVISION

WILLIAM J. LEMAY
Director

S EAL




STATE OF NEW MEXICO
ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT
OIL CONSERVATION COMMISSION

IN THE MATTER OF THE HEARING
CALLED BY THE OIL CONSERVATION
COVMISSION OF NEW MEXICO FOR
THE PURPOSE OF CONSIDERING:

CASE 9430
Order No. R-8734

APPLICATION OF MOBIL EXPLORATION AND
PRODUCING U.S. INC. FOR COMPULSORY
POOLING OR IN THE ALTERNATIVE FOR
APPROVAL OF A NON-STANDARD GAS PRORATION
UNIT IN THE SOUTH SHOE BAR-ATOKA GAS
POOL, LEA COUNTY, NEW MEXICO.

ORDER OF THE COMMISSION

BY THE COVMMISSION:

This caube came on for hearing at 9:00 a.m. on July 14,
1988, at Santa Fe, New Mexico, before the Oil Conservation
Commission of New Mexico, hereinafter referred to as the
"Commission."

NOW, on this _19th _ day of September, 1988, the
Commission, a quorum being present, having considered the
testimony presented and the exhibits received at said hearing,

and being fully advised in the premises,

FINDS THAT:

(1) Due public notice having been given as required by
law, the Commission has jurisdiction of this cause and the
subject matter thereof.

(2) At the time of hearing Cases 9331, 9429 and 9430,
involving the same land and subject matter, were consolidated
for purposes of hearing.

(3) Applicant Phillips Petroleum Company (Phillips), in
Case 9331 sought, and was denied by Order R-8644, approval of
non-standard location 660 feet from the North and West lines of
Section 22, Township 17 South, Range 35 East for a well to be
drilled to the South Shoe Bar-Atoka Gas Pool and to assign to
said well a non-standard proration unit of either 80 acres or
160 acres. Said case was presented at this hearing, de novo.

(4) Applicant Phillips in Case 9429 seeks to force-pool
either the N/2 or W/2 of Section 22 to form a standard 320-acre
gas spacing and proration unit and to reform administrative
order NSP-1470-(L) covering the NE/4 and E/2 NW/4, which is
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dedicated to an existing well, the T. H. McElvain New Mexico
"AC" State Well No. 1 located 1980 feet from the North and 660
feet from the East line (Unit H) of said Section 22; whereby
Phillips would either participate in McElvain's well if the N/2
is force-pooled or would drill a second well in the section if
the W/2 is force-pooled.

(5) Applicant Mobil Producing Texas and New Mexico Inc.
(Mobil), in Case 9430, seeks the force-pooling of the E/2 of
Section 22, or alternatively to force pool the S/2 of said
section, so as to allow their lease in the SE/4 of said section
to participate in a standard gas spacing unit, or to approve a
non-standard gas spacing and proration unit comprised of SE/4
and S/2 SW/4 of said section.

(6) T. H. McElvain protests any action of the Commission
which would change the size of his present proration unit,
penalize his production or force pool interests into his
producing well, :

(7) All parties agreed that wells completed in the Atoka
Sand Reservoir would drain in excess of 320 acres.

(8) Sun Exploration and Production (Sun), owner and
operator of the Shoe Bar State Well No. 1 located at a standard
location in the SE/4 SW/4 (Unit N) of Section 15, Township 17
South, Range 35 East protests the excess drainage that would
occur on their acreage in Section 15 from two additional wells
drilled and completed from the Atoka Sand Reservoir in Section
22 caused by the Commission approving unorthodox spacing units
without penalizing production rates.

(9) Testimony introduced by all of the parties confirmed
the attempts to reach voluntary agreements which have failed.

(10) VUnprorated gas pools have rules which establish
standard proration unit size and shape with minimum distances a
well may be drilled from the boundary of the unit assigned to
it. Such rules prevent waste from drilling unnecessary wells
and protect correlative rights by limiting encroachment and
equalizing the amount of dedicated acreage to a proration unit.

(11) The McElvain well was a re-entry of the Humble State
"AC" No. 1 which was located on a standard unit for oil
production but a non-standard location for Atoka gas. Approval
of a 240-acre non-standard unit was granted by Administrative
Order NSP-1470(L) after notice was given to both Phillips and
Mobil, as offset operators, and neither party objected.
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(12) Since McElvain secured approval of his unit and the
well location as required by the rules, and has drilled and
completed his well, the Commission is reluctant to redistribute
equity in that producing gas proration unit; however, the
Commission must address the well density issue in Section 22 by
applying appropriate penalties to non-standard units and
locations in order to protect the correlative rights of all

parties.

(13) No party has requested proration be instituted in
these pools.

(14) Phillips' reservoir engineer requested a 160-acre
non-standard unit with a 50% penalty factor (160/320) assessed
against ratable take determinations by the gas purchaser. This
is not possible in today's gas marketing environment where
there may be purchasers outside the jurisdiction of the Oil
Conservation Division and there may not be a common purchaser
to implement r4table take penalties.

(15) Under cross examination of the Phillips' reservoir
engineer, it was suggested that penalty be assessed against
deliverability. Since operators in non-prorated gas pools have
the opportunity ‘to sell maximum deliverability from their gas
wells, a penalty assessed against deliverability will protect
the correlative rights of all gas producers in the pool.

(16) There was no direct correlation between
deliverability and data presented at the hearing. In the
absence of such, deliverability must be defined as the maximum
recorded flow rate.

(17) During 1986 and 1987 maximum flow rates for the
wells on which data was presented at the hearing were
approximately 6000 Mcf/day and this is hereby found to be the
maximum flow rate for wells subject to being penalized by this
order.

(18) Data presented at the hearing did not address
declining deliverability but 10% per year decline is considered
reasonable and represents average performance in this type of
reservoir,

(19) The McElvain well location was not objected to and
should not be penalized, however; the spacing unit is
non-standard and should be allowed 240/320 or 75% of the
maximum flow rate described in Finding No. (18) hereinabove.

(20) Mobil, if unable to negotiate for a standard unit
should be permitted a non-standard unit comprised of the SE/4
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and S/2 SW/4 and, if the well is located not less than 660 feet
to the outer boundary of the unit should be limited to 75%
(240/320) of the maximum flow rate as described in Finding No.
(18) hereinabove. Further encroachment toward the outer
boundary will be cause for an additional penalty which would be
the subject of a new hearing.

IT IS THEREFORE ORDERED THAT:

(1) T. H., McElvain's New Mexico "AC" State Well No. 1
located 1980 feet from the North and 660 feet from the East
lines of Section 22, Township 17 South, Range 35 East, Lea
County, New Mexico is hereby restricted in its daily producing
rate to 4,500,000 cubic feet of gas from the South Shoe Bar-
Atoka Gas Pool.

(2) Mobil's application for a non-standard gas proration
unit in the South Shoe Bar-Atoka Gas Pool consisting of the
SE/4 and S/2 SW/4 of said Section 22 is hereby approved.

PROVIDED, HOWEVER, that said well shall be restricted in
its daily producing rate to 4,500,000 cubic feet of gas on
condition the well is located no nearer than 660 feet to the
outer boundary of the unit. If encroachment toward the outer
boundary of the unit is greater, the Commission will impose an
additional penalty after notice and hearing.

IT IS FURTHER ORDERED THAT:

(3) In regard to the restrictions imposed in decretory
Paragraphs (1) and (2) above, production during any month at a
rate less than the limitation described shall not be carried
forward as underproduction into succeeding months, but
overproduction of such limitation during any month shall be
made up in the next succeeding month or months by shut-in or
reduced rate as required by the District Supervisor of the
Division.

(4) Beginning January 1, 1990, the maximum flow rate for
wells subject to being penalized by this order shall be reduced
10% annually on January 1 of each successive year.

(5) Jurisdiction of this cause is retained for the entry
of such further orders as the Commission may deem necessary.
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DONE at Santa Fe, New Mexico, on the day and year

hereinabove designated.

STATE OF NEW MEXICO
OIL CONSERVARION COMMISSION

LD,Q N

WILLIAM R. HUMPHRIES, Member

ERLING A: BROSTUE Member

, Chairman ahd

WILLIAM J. L

S EAL

dar/



50 YEARS

STATE OF NEW MEXICO

ENERGY ano MINERALS DEPARTMENT
OIL CONSERVATION DIVISION

i

October 4, 1985 1935 - 1985
TONEY ANAYA POST OFFICE BOX 2088
GOVERNOR STATE LAND DFFICE BUILDING
SANTA FE. NEW MEXICO 87501
T. H. McElvain 0il & Gas 1503 8275800

Properties
P. O. Box 2148
Santa Fe, New Mexico 87504-2148

Attention: George B. Broome
Administrative Order NSP-1470 (L)
Gentlemen:

Reference is made to your application for a 240-acre
non-standard proration unit consisting of the following
acreage in the Atoka Formation:

LEA COUNTY, NEW MEXICO

TOWNSHIP 17 SOUTH, RANGE 35 EAST, NMPM
Section 22: NE/4, E/2 NW/4

It is my understanding that this unit is to be
dedicated to your New Mexico State "AC" No. 1 well located
1980 feet from the North line and 660 feet from the East line
of said Section 22 hereby approved under the provisions of
Rule 104 F(I).

By authority granted me under the provisions of Rule 104
D(II), the above non-standard proration unit is hereby
approved.

RLS/DC/dr

cc: O0il Conservation Division - Hobbs
0il & Gas Division - State Land Office - Santa Fe
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- Y
THIS AGREEMENT, dated this the —_ _L1LlER day ot ______.Iuly__\ﬁ,,f_j,lu 19_32 made

and entered into by and between the STATE OF NEW MEXICO, acting by and through the undersigned, Its
fter called the

“Lessor”, and _Ame.xndn__ﬂeiiroleum Corporation,

By

party of the second part, hereinat r called the ‘“‘Less e" whethel' one oOr more, - L
WITNESSETH: * <ot
WHEREAS, the sald lessee has tlled in the office of the Commissioner of Public Lands an application for

an oil and gas lease covering the lands hereinafter described and has tendered tuerewith the required first pay-

ment being not less than the amonnt requlred by law and by the rules ;md regulatlons of the. New Mexico State

Land Office; and -

WHEREAS, all of the requirements of law relative to said application and tender have been duly complied
with and said appucation has been approved and allowed by the Commissioner of Public Lands:

THEREFORE, for and in consideration of the premises as well as the sum of _AWO Thousand, Three
_EB.BQrsﬂ_Elﬁm_anLlﬁllQchax:_-:_-_-:_-_:____— e mmep=(§ - Dollars,'

the same belng the amonnt ot the tender above mentioned, paid in cash, and evldenced by official teceipt No.

94555 and of the tnrther sum ot 3 "’"""_:.‘::‘_" tiling fee, and of the covenants and agreementa
hereinafter contained on the part of the lesseo to be paid, kept and psrformed, the said lessor has grauted and
demised, leased and. let, and by these presents does grant, demise, lease and let unto the said lessee, exclusively,
for the sole and only purpose of exploration, development and production of oil and-/or gas thereon and therefrom
with the right to own all oil and gas 8o produced and saved therefrom and not reserved as royaity by the lessor
under the terms of this lease, together with rights of way, easements and servitudes for pipe lines, telephone and
telegraph lines, tanks, power houses, stations, gasoline plants, and fixtures for produclnég W ating and caring for
such products, and housing and boarding employees, and any and all rights and priw g& ecessal 5, incident to
or convenient for the economical operation of said land, for oll and gas, wit th urposes to the free
use of oil, gas, casing-head gas, or water from said lands, but not tr% hgt and with the right

of removing either during or after the term hereof, all and any i r erected on the premlsee
by the lessee, including the right to pull all caslng. suhjec& howe: diuona hereinatter set out tho
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Said lands having been awarded to lessee and designated as t:act No. 38 - at a public sale

held by the Commissioner of Public Lands on July 11, 1932 _ (To be filled in
only where lands are offered at public sale.) )
TO HAVE AND TO HOLD said land, and all the rights and privileges granted hereunder, to and unto the

lessee for a primary term of five years
from the date hereof, and as long thereafter as oil and ges in paying quantities, or elther of t.hem is produced from
said land by the lessee; subject to all of the terma and conditions as hereinafter set forth.

. In consideration of the. premises the parties covenant #nd agree as follows: b

1. Siudbject to the free use without royalty, as hereinbefore provided, the lessee shall pay the lessor as royalty
one-eighth part of the oil produced and saved from the leased premises, or the cash value thereof, at the option
of the lessor, such value to be‘the price prevailing the day oil is run into a pipe line, if the -oil be run into a pipe
line, or into storage tanks, {f the oil be stored.

2. The lessee agrees to pay the lessor the omne-eighth of the net proceeds derived from the sale of gas from
each gas well, If casing-head gas produced from said land is sold by the lessee, the lessee shall pay the lessor as
royalty one-elghth of the net proceeds of said sale; if casing-head gas produced from said lands is utilized by
the lessee otherwise than for carrying on the lessee’s operations for producing ofl or gas from said lands, then
the lessee shall pay the lessor the market value in the field, the equal of one-eighth part of the casing—head gas
so utilized at the time of such utilization.

3. Lessee agrees to make full settlement on the 20th day of each month for all royaltlies due the lessor for

" the preceding month, under this lease, and to permit the lessor or its agents, at all reasonable hours, to examine
lessee’s books relating to the production and disposition of oil and gas produced. The lessee also agrees to sub-
mit to the lessor, for each and every royalty payment, a correct statement showing the amount of oil or gas pro- _
duced and saved since his last -report and the market value thereof. Lessee further agrees to submit to lessor an-
nually upon forms furnished by lessor, verified reports showing lessee’s operations for the preceding year.

B 4. It is expressly agreed that the consideration hereinbefore specified is a good, valid and substantial con-
sideration and sufficient In all respects to support each and every covenant herein, including specifically the option
granted the lessee to prevent the termination of this lease from Yyear to year, by the payment or tender of the
further rental herelnafter provided for.

An annual rental, at the rate of —___ i £t cents per acre shall also become due and payable to the
lesgor by the lessee, or by any transferee or assignee of the same, or any part hereof, where such transferee or
&8gignee has been recognized, and such transfer or assignment approved by the lessor as herelnafter provided,
upon each acre of the land above described and then claimed by such lessee, transferee or assignee hereunder, and
the same shall be due and payable in advance to the lessor on the successive anniversary dates of this lease, but
the aannual rental on any assignment shall in no event be less than Six Dollars ($6.00).

In event the lessee shall elect to surrender any or all of sald acreage, he shall deliver to the Commissioner
a duly executed release thereof and In event sald lease has been recorded, them he shall upon regquest furnish and
deliver to said Lommissioner a certified copy of a duly recorded release.

5. The lessee may at any time by paylng to the Btiate of New Mexico, actlng by its Commissioner of Public
Lands, or other authorized officer, all amounts then due as prowWded herein and the further sum of Ten Dollars
(310.00), surrender and cancel-this lease, insofar as the same covers all or any portion of the lands herein leased
and be relieved from further obligations or liability hereunder, in the manner as hereinbefore provided. Pro-
vided, this surrender clause and the option herein reserved to the lessee shall cease and become absolutely in-
operative immediately and concurrently with the institution of any-suit in any court of law or equity by the lessee,
legsor, or any assignee, to enforce this lease, or any of its terms express or implied.

. 6. All payments due hereunder shall be made on or before the day such payment is due, in cash or by cer-
titled exchange at the office of 'the Commissioner of Public Lands in Santa Fe, New Mexico.’

7. The lessee with the consent of the lessor, shall have the right to assign this lease In whole or in part.
Provided, however, that no assignment of any undivided interest In the lease or in any part thereof nor any
assignment of -less than a legal subdivision shall be recncuized or approved by the lessor. Upon approval in writing
by the lessor of an massignment, the assignor shall stand relieved from all obligations to the lessor with respect to
the lands embraced in the assignment and the lessor shall iikewise be relieved from all obligations to the assignor-
as to such tract, and the assignee shall succeed to all of the rights and privileges of the assignor with respect to such
:racts and lha.ll be held to have assumed all of the duties and obligations of the assignor to the lessor as to such
racts.-

8. Leesee agrees, “with reasonable diligence, to offset all paying oll or gas wells drilled, within 300 feet of
any of the land covered by this lease and retained hereunder.

9. The lesses agrees to notity the lessor of the location of each well before commencing drilling thereon,
to keap a complete and accurate log of each well drilled and to furnish a copy thereof, verified by some person
having actual knowledge of the facts, to the lessor upon the completion of any well, and to furnish the log of’
any unfinished well at any time when requested to do so by the lessor. If any lands embraced in this lease shall be
inclnded-in any deed or contract of purchase outstandipnr and subsisting issned pursuant to any sale made of the
surface of such lands prior to.the date of this lease, it is agreed &r1 understood that no drilling operation shall
be commenced: on any such dands so sold uniess and until the lessee or his assignee shall have filed a good and suf-
ficient bond ,with the lessor as requireq by law to secure the payment for such damage to tae llvestock, range,
water, crops or tangible improvements on such lands as may be suffered by the purchaser holding such deed
or contract of purchase, or his Buccessors, by reason of the developments, use and occupation of such lands by
such iessee,  Provided, however, that no such bond shall be requlred if such purchaaer shall weaive the right to
requlre such bond to be gliven in the manner provided” by law,

. .10, 'Ia drlling wells all water:}naring strata shall be noted in the log, and the legsor reserves the right to
Nqulro that.all or any part of the casing shall be left in any non-productive well when lessor deems it to the
interest of the State of New. Mexico to maintain gaid well or wells for water. For such casl:ng 80 left In wells
the lessor shall pay to the lessee the reasonable value thersof. .

v 11, Lessee shall be. lla.ble and agrees to pay for all - damages to the range, liveswck. growing crops or im-
pmvements caused by iessee’s oparath.ns on mld lxnds. When requested by lessor, the lessee shall bury plpe-
lines below: plow depth. , .. ry=. sk w1 4, a v

*12." 'The lessee shall.not remove any machlnery or tixtures placed on said premlses, nor draw the casing
from any well unless and wntil all payments and obligations dus the lessor under the  terms of this agreement
shall have(been paid.-or satistied.The lessees rlght to remove- the casing ig~ subject to the Yrovision ot pare-
graphi 10 -above.r;- ~pr R PRI . T /

a 13.- Upon failyre or detault of the lessee or any a.ssignee to comply with any of the provisions or covenants
hereo?, .the lessor.is. hersby authorized to cancel this lease and such cancellation shall extend to and include all
rights ‘herennder as to the whole o! the tract so clalmed, or possessed by the lessee or assignee so defaulting, but
shall not extend to, nor affect the rights of any other leseee or assignee claiming any portion of the lands upon
which 1o default has been made; provided, however, that before any such cancellation shall be made, the lessor
8hall mall to the lessee, or assignee so defaulting, by registered mail, nddressed to the post-office address of such
lesses or assignee as shown by the records of the Btate La.nd Otfice, a notica of intention of cancellation
specifying the default for which cancellation i8 to be made, and if within 20 days from the date of malling said
notice the sald lesses or assignes shall remedy the default specitied in said notice, cancellation shall not be made,

14. All the terms of this agreement shall extend to and bird the heirs, executors, administrators, successors

and sssigns of the parties hereto.

15. If the lessee shall have falleg to make discovery of oil and /or gas in paying quantities during the
primary term hereof, the lessee may continue this lease in full force mnd effect for an additional term of five




years and as long thereafter as ofl and gas in paying quantities, or either of them is produced from the leased
premises, by paying each year in advance, as herein provided, double the rental provided herein for the primary
term, or the higheat rental prevailing at the commencement of the secondary term {n any rental district, or
districts in which the lands, or any part thereof, may be situated, if it be greater than double the rental pro-
vided for the primary term. (This paragraph (15) shall not be Inserted in any lease lssued pursuant to the pro-
visions of Section 3 (132-403) of this Act.).

IN WITNESS WHEREOF, the party of the first part has hereunto signed and caused its name to be signed
by its Commissionser of Pnbllc Lands thereunto duly authorized, withjth;seal of his ottice affixed, and the lessee
h

igned this agreement the day and year tirst above written.
i . ;‘Z?\F‘/IEW MEX ‘_’g

=3
Distributed ,th;s mé‘,.*_.
S LERIN T
R (PERSONAL ACIINOWLEDGMENT)

STATE OF _. i %
o 88
COU’NTY OF. S ~’

IrET
it T
i‘

day of , 19 personally appeared before me

- .

seaf™ -

St

to me known to be ghe penor who executed the foregoing instrument as Lessee, and acknowledged that .__he.__
fo 7
exacuted the same. as: . e free act and deed.
IN WITNESS: WHEEEOB' I have hereunto set my hand and affixed my official seal the day and year in this
certuicata above written. ’

PN -..\\ e

ERR S I C .
My Commission Expires: Notary Public.

(ACENOWLEDGMENT BY ATTORNEY IN FACT)
STATE OF
%ss
COUNTY OF
On this the day of , 19 , personally appeared

before me

to me known to be the person_.. who executed the foregoing instrument in behalf of

and acknowledged that .._he__ executed the same as the free act and deed of said

IN WITNESS WHEREOTF, I have hereunto set my hand and affixed my official seal the day and year in this

- certificate above written,

My Commission Expires: Notary Publie,

(ACKNOWLEDGMENT BY CORPORATION)

STATE oF _C..lilcme ! o
" s 8s.
COUNTY OF G
. et -
On this the and day of = UST , 19 12 , personally appeared
liond i, Slow
to me personally known, who being by me duly sworn did say that he is the i roosisint

- : , .
L T TR PU & B A S
.

R
ey Ko - AL I S S - oAz ze o =Y

of

and that the seal affixed to the foregoing instrument is the corporate seal of said corporation, and that said instru-

ment wﬁs‘ signed and sealed in behalf of sald corporation by authority of its board of directors, and said

T e Tt T
T SR T U,. | oy )

- acknowledges said instrument to be the tree act and deed of said corporation,

Lt

IN WITNESS 'WHEREOF, I have hereunto set my hand ang affixed my official seal the day and year in this

certmeate above written.
¢ N /W ) M/
fq mm e L AL 3

My Commission Expires: B T Notary Public.




Form 44—ORIGINAL > sMITH.RURSK FRINTING COMPANT h

LEASE No. B=158% APPLICATION NO..Bel R&R -
OIL AND GAS LEASE Wi

THIS AGREEMENT, dated this the hth day of Japuaxy , A. D. 19.,31””&haae

and entered into by and between the STATE OF NEW MEXICO, acting by and through the undere(’gded..—- vﬂs
Commissioner of Public Lands, thereunto duly authorized, party of the first part and hereinafter caKa‘d.._.the

“Lessor”, and —_Amerada Pelraleum Corporation, SN
_Oklahoma, /4.[2/ AR
party of the second part, hereinafter called the ‘’Lessee’, whether one or more, .

WITNESSETH:

WHEREAS, the said lessee has filed {n the office of the Commissioner of Public Lands an application for
an oll and gas lease covering the lands hereinafter described and han tendered therewith the required first pay-
ment being not less than the amount required by law and by the rules and regulations of the New Mexico State»
Land Office; and :

WHEREAS, all of the requirements of law relative to sald application and tender have been duly complied
with and said application has been approved and allowed by the Commissioner of Public Lands:

As'g‘%g Eu(?ﬁér‘ea:bi)) consideration of the premlseu as well as the relinquishment of Assign. l, Lease. A-lcgs %ec eip

,,,,,, Saptemher ]Oth . 192‘8..,... no cash payment being required,

No .___lQ_Yllé; nd of the further sum of 3.?.,00.___ wemme—— filing fee, and of the covenants and agreements

hereinatter contalned on the part of the léssee to be paid, kept and performed, the said lessor has granted and.
demised, leased and let, and by these presents does grant, demise, lease and let unto the said lessee, exclusively,
for the sole and only purpose of exploration, development and production of ofl and-/or gas thereon and therefrom
with the right to own all oil and gas so produced and saved therefrom and not reserved as royalty by the lessor
under the terms of this lease, together with rights of way, easements and servitudes for pipe lines, telephone and
telegraph lines, tanks, power houses, stations, gasoline plants, and fixtures for producing, treating and caring for
such products, and housing and boarding employees, and any and all rights and privileges necessary, imcldent to
or convenient for the economical operation of said land, for oil and gas, with right for such purposes to the free
use of oil, gas, casing-head gas, or water from said lands, but not from lessor’s water wells, and with the right
of removlng oither during or after the term hereof, all and any improvements placed or erected on the.-premises
by the lessee, including the right to pull all casing. aub;lect however, to the conditions hereinafter aet out, the :

foilowing described land situate in the Coun __Lea
State of New Mexico, and more part.icnlarly described as follows: S o W g sy
e S ‘ SUBDIVISION T
5 | Institution Bec. Twp. | Range - ~ tAcres
® Column 1 Column 2 Column 3 | Column 4 o

s /
Pen.

e . ' __SEiswk 40.00
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A

Said lands having been awarded to lessee and designated as tract No. at a public sale

held by the Commissioner of Public Lands on 19 . (To be filled in
only where lands are offered at public sale.)

TO HAVE AND TO HOLD eaid land, and all the rights and privileges granted hereunder, to and unto the
lessee for a primary term of _wantil September 10th, 1933,

from the date hereof, and as long thereafter as oil and gas in paying quantities, or either of them is prcduced from
said land by the lessee, subject to all of the terms and conditions as hereinafter set forth.

In consideration of the premises the parties covenant and agree as follows:

1. Subject to the free use without royalty, as hereinbefore provided, the lessee shall pay the lessor as royalty
one-eighth part of the oil produced and saved from the leased premises, or the cash value thereof, at the option
of the lessor, such value to be the price prevailing the day oil is run into a pipe line, if the oil be run into a pipe
line, or into storage tanks, i1f the oil be stored.

2. The lessee agrees to pay the lessor the one-eighth of the net proceeds derived from the sale of gas from
each gas well. If casing-head gas produced from said land is sold by the lessee, the lessee shall pay the lessor as
royalty one-eighth of the net proceeds of sald sale; if casing-head gas produced from said lands is wutilized by
the lessee otherwise than for carrying on the lessee’s operations for producing oil or gas from said lands, then
the lessee shall pay the lessor the market value in the field, the equal of one-eighth part of the casing-head gas
80 utilized at the time of such utilization.

3. Lessee agrees to make full settlement on the 20th day of each month for all royalties due the lessor for
the preceding month, under this lease, and to permit the lessor or its agents, at all reasonable hours, to examine
lessee’'s books relating to the production and disposition of oil and gas produced. The lessee also agrees to sub-
mit to the lessor, for each and every royalty payment, a correct statement showing the amount of oil or gas pro-
duced and saved since his last report and the market value thereof. Lessee further agrees to submit to lessor an-
nually upon forms furnished by lessor, verified reports showing lessee’s operations for the preceding year.

4. It is expressly agreed that the consideration hereinbefore specified 18 a good, valid and substantial con-
sideration and suftficlent in all respects to support each and every covenant herein, including specifically the option
granted the lessee to prevent the termination of this lease from year to year, by the payment or tender of the
further rental hereinafter provided tfor.

. An annual rental, at the rate of 50 ' cents per acre shall also become due and payable to the lessor by the
leasee, or by any transferee or assignee of the same, or any part hereof, where such transferee of assignee has been recognized,

and such transfer or assignment approved by the lesasor as hereinafter provided, upon each acre of the land ahove described and
then claimed by such lessee, transferee or assignee hereunder, and the same shall be due and payable in advance to the lessor

on the' ... ,loth day of ....September....... in each year during the time this lease is in force, but the annual rental on
any assignment shall {n no event ‘be less than Six Dollars ($6.00).

In event the lessee shall elect to surrender any or all of said acreage, he shall deliver to the Commissioner
a duly executed release thereof and in event sald lease has been recorded, then he shall upon request furnish and
deliver to said Commissioner a certified copy of a duly recorded release. . .

5. The lessee may at any time by paying to the State of New Mexico, acting by its Commissioner of Public
Lands, or other authorized officer, all amounts then due as provided herein and the further sum of Ten Dollars
($10.00), surrender and cancel this lease, insofar as the same covers all or any portion of the lands herein leased
and be relieved from further obligations or Iliability hersunder, in the manner as hereinbefore provided. Pro-
vided, this surrender clause and the option herein reserved to the lessee shall cease and becomse absolutely in- °

. operative immediately and concurrently with the institution of any suit in any court of law or equity by the lesses,

lessor, or any assignee, to enforce this lease, or any of its terms express or implied.

6. All payments due hereunder shall be made on or before the'day such payment is due, in cash or by cer-
titied exchange at the.office of the Commissioner of Public Lands in Santa Fe, New Mexico. T

7. The lessee with the consent of the lessor, shall have the right to assign this lease in whole or in part.
Provided, however, that no assignment of any undivided interest in the lease or in any part thereof nor any
assignment of less than a legal subdivision shall be recognized or approved by the lessor. Upon approval in writing
by the lessor of an assignment, the assignor shall stand relieved from all obligations to the lessor with reaspect to
the lands embraced in the assignment and the lessor shall li%ewise be relieved from all obligations to the assignor
as to such tract, and the assignee shall succeed to all of the rights and privileges of the assignor with respect to such
tracts and shall be held to have assumed all of the duties and obligations of the assignor to the lessor as to such
tracts. . .

8. Lessee agrees, with reasonable diligence, to offset all paying oil ¢r gas wells drilled, within 300 feet of
any of the land covered by this lease and retained hereunder. )

9. The lessee agrees to notify the lessor of the location of each well before commencing drilling thereon,
to keep a complete and accurate log of each well drilled and to furnish a copy thereof, verified by some person
baving actual knowledge of the facts, to the lessor upon the completion of any well, and to furnish the log of
any unfinished well at any time when requested to do so by the lessor. If any lands embraced in this lease ~hall be
included in any deed or contract of purchase outstanding and subsisting issued pursuant to any sale made of the
surface of such lands prior to the date-of this lease, it is agreed and understood that no drilling operation shall
be commenced on any such lands so pold unless and until the lersee or his assignee shal? have filed a good and suf-
ficient bend with the lessor as required by law to secure the payment for such damage to the livestock, range,
water, crops or tangible improvements on such lands as may be suffere by the purchaser holding such deed
or contract of purchase, or his successors, by reason »f the developments, use and occupation of such lands by
such lessee, Provided, however, that no such bond shall be required if such purchaser shall waive the right to
require such bond to be given in the manner provided by law. ’

10. In drilling wells all water-bearing strata shall be noted in the log, and the lessor reserves the right to
require that all or any part of the casing shall be left in any non-productive well when lessor deems it to the
interest of the State of New Mexico to maintain sald well or wells fur water. For such casing so left in wells
the lessor shall pay to the lessee the reasonable value thereof. . v

11. Lessee shall be liable and agrees to pay for all damages to the rang». livestock, growing crops or im-
provements caused by lessee’s operations on sald lands. When requested by lessor, the lessee shall bury pipe-
lines below plow depth. . : . .

12, The lessee shall not remove any machinery or fixtures placed on sald premises, nor draw the casing

‘from any well unless and until all payments and obligations due the lessor under the terms of this agreement

shall have been pald or satisfied. The lessee’s right to remove the casing is subject to the provision of para-
graph 10 above. . . - - .-

13. TUpon failure or default of the lessee or any assignee to comply with any of the provisions or covenants
hereof, the lessor is hereby authorized to cancel this lease and such cancellation shall extend to and include all
rights hereunder as to the whole of the tract so claimed, or possessed by the lessee or assignee so defaulting, but
shall not extend to, nor affect the rights of any other lessee or assignee claiming any portion of the lands upon
which no default has been made; provided, however, that before any such cancellation shall be made, the lessor
shall malil to the lessee, or assignee so defaulting, by registered mail, addressed to» the post-office address of such
lessee or assignee as shown by the records of the State Land Office, a notice of intention of ecancellation
specifying the default for which cancellation is to be made, and if within 30 days from the date of mailing sald
notice the sald lessee or assignee shall remedy the default specified in sald notice, cancellation si.:ll not be made.

14. All the terms of this agreement' shall extend to and bind the heirs, executors, administrators, successors
and assigns of the parties hereto. \ .

16. If the lessee shall have failed to make discovery of oil and-/or gas in paying aquantities during the
primary term hereof, the lessee may continue this lease in full force and effect for an additional term of tive



years and as long thereafter as oil and gas in paying quantities, or either of them is produced from the leased
premises, by paying each year in advance, as bherein provided, double the rental provided herein for the primary
term, or the highest rental prevailing at the commencement of the secondary term in any rental district, or
districts in which the lands, or any part thereof, m~y be situated, if it be greater than double the rental pro-
vided for the primary term. (This paragraph (15) shall not be inserted in any lease issued pursuant to the pro-
vislons of Section 3 (132-403) of this Act.).

IN WITNESS WHEREOQOF, the party of the first part has hereunto signed and caused its name to be signed
by its Commissioner of Public Lands thereunto duly authorized, with the seal of his oftice affixed, and the lessee
has signed this agreement the day and year first above written.

&\ STATE OF NEW MEXICO
BY ;e(ﬁm/ m )

¢ ISSIONER UF IC LANDS, Lessor.

. ’ . o . Ry, 1./ ; .
. vy
: o 2 Lessee, V{ ce P (SEAL)
. ~ - A ce r'res
e T S Q .
~" ( Distrjbuted fhis the n\éjﬂ%or February 1933,
_— e ..
o e - .
~ . (PERSONAL ACKNOWLEDGENT)
N -
. : 1
STATE OF l
88.
COUNTY OF \
On this the day of , 19 personally appeared before me

to me known to be the person__ who executed the foregoing instrument as Lessee, and acknowledged that __he___

executed the same as free act and deed.
IN WITNESS WHEREOF, I have hereunto set my haud and affixed my officlal seal the day and year in this
certiticate above written, ‘

My Commission Expires: ’ Notary Public.

(ACKNOWLEDGMENT BY ATTORNEY IN FACT)

STATE OF
B8
COUNTY OF §

On this the . day of , 19 , bersonally appeared

before me

to me known to be the person.. who executed the foregoing instrument in behalf of

and acknowledged that __he_. executed the same as the free act and deed of said

IN WITNESS WHEREOF, I have heresunto set my hand and affixed my official seal the day and year in this '
certificate above written.

My Commission Expires: Notary Public.
(ACKNOWLEDGMENT BY CORPORATION ) .
STATE OF .Qkleshoms |
| &s.

CcoUNTY OF Tulse )

On this the . 374 day of Februaxy . 19.33, personally appeared

Allmand M. Blow

{0 me personally known, who being by me duly sworn did say that he is the ... . Vice President
of Lmerada Petroleum Corporation,

and that the seal affixed to the foregoing instrument is the corporate seal of said corporation, and that said imstru-

ment was signed and sealed in behalf of said corporation by authority of lty(d,&‘directors, and sald —
t11mend M. Blow )

p-)

acknowledges said instrument to be the free act and deed of said corpo;&tion.,—" / g4 ,
IN WITNESS WHEREOF, I have hereunto set my hand fiixed h:y officiaL—seMg.‘déy and year in this
certiticate above written. 7 > A
p - L - ,"L/
/' / / ///M// LA
My Commission Expires: Notary Public.

Sept. 28, 1935,
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ASSIGNMENT OF OIL AND GAS LEASE @(9_4 et :\
/ALL MEN BY THESE PRESENTS: ‘ /\71,,‘"“\
] Amarada Petroleum Corporation /L, e /
Thit \.._/
ation, et et e e JU&“Z‘B‘}S% T / Z, v
hereinafter sometimes called “Assignor_____.,” party of the first part for and in consideration of the sum of. .

5 8- - simee Tl Iyttt ?'M"'a d
One Dollar, and other good and valuable consideration paid by

Drilling end Exploration company, Inc., 'ﬁé&?aémmd—ﬁwﬁ’
y ’ = . g . -

whose postoffice address is F (9 [ R 3 5 3 ey é ,Zﬁ raX ol

hereinafter sometimes called the “Assignee _.__,"” party of the-second part, has sold, transferred, set over

and assigned, and by these presents does sell, transfer, sct ovemmmﬁﬁg ...... -

successors and assigns, all of the assignor’s rights, title, interesta rﬁcgﬂmg an and to that certain jOil and Gas

Lease No. ..B=1585__ made by the State of New Mexico to
Amerada Petroleum Corporation PLA-E-Q

under date of .___January 5th | 19 53

?

NEnTh LBECOoMNES Duk _anp 7y 8134 ocy SEPT /p % _orscrcny Vear _cagive THE.

TERN_OF THIS Lerst, the Assignor herein,

in and to the following described subdivisions of land in said lease described, and insofar as said lease af-

fects such divisions—to wit:

el
.SE/4 SW/4 and NE/4 SB/4 Section 1, Twp, 195, Rge. 36E 80 acres ' <"’
v ,s/2 Wi/4 Seotion 23, Twps 16S, Rge. 36E .80 acres C°

/s/z SW/4 Section 22, Twp. 17S, Rge. 35E 80 acres (.-

| Total acres - ~ = 240
PAID F'ORO“OGHECKED IN RE };EIM
No

Aioa: 3 ..'...:"".”.“.E_l,f_’f!,_ AID FOR
) X19435 4 e eS8 No..:ié’fj 1937 9./ R RECEIPT No. =</2 377
XioMofo. T 7% NH6o37y )<9938 A .40 w25 0
Xi3458. fg'/._;_ A, 17 1005 5__/7/77 Y39 5..80.92  «  u ‘_yiq?;o ‘v*v
1946 982 AUG. 17134.3!4 }940 sum/S’.a_.oo “oow g
N B 7 > 7

e A&E %“ﬁgﬁwvw

“Q\JLL’JQ&D“‘“J

The Assignee assumes and agrees to perform all obligations to the State of New Mexico insofar as said
described lands are affected, and to pay such rentals and royalties, and to do such other acts as are by
said lease required as to the above described subdivisions, to the same extent and in the same manner -
as if the provisions of said lease were fully set out herein.

It is agreed that the Assignee shall succeed to all the rights, benefits and privileges granted the Lessee
by the terms of said lease, as to the lands above described,

IN WITNESS WHEREOF, the said party of the first part has hereunto caused these resents to be
signed and sealed by its proper officers by authority of its Board of Directors this the ..18th _____. day

ATTEST: .
CHECKED T sst €§7Q T T Y 66 -~ President.
------------ === S PAID FQ RECGEIPT
\\w&ﬁﬁ?eww%azawm CICE AU =

7 19 1847 117 § 80y MLL42E
RUG ) 0154954 §R0. S27 Nodlo3h iy i “322 : ggdi) LR 9T0T

MZB’M, 1955 $ £ 07.a2.. Noﬁ?.?ﬁ---- ‘Ab'é':i.fs;é 1949 $ ?0 2= .l G/OQ.a?’ )

e

36 - S )Z 3 G 2. e ,
L1 T as6 s D000, na h Yﬁg 559000 3 90 Nociidd T

[ — ¢ - e mrmme—- o

AUL; 13 1951 1951 s.gﬂ.-../..‘.- Mo 61530



OKLAHOMA @

STATE OF IDXXXNIESXEIE,
} Ss
County of . TULSA
Onthis __18th _ _ dayof _ July S , 19.58_, before me personally appeared
Allmand M. Blow Vice-~
«fer— 1o me personally known, who, being by me duly sworn did say that he is the /President of the

AMERADA PETROLEUM CCRPORATION -

and that the seal affixed to the foregoing instrument is the corporate seal of said corporation and that said
instrument was signed and sealed in behalf of said corporation by authority of its Board of Directors, and

said Allmend M. Blow e acknowledged said instrument

to be the free act and deed of said corporation.

IN WITNESS WHEREOF, I have hereunto set my hand and affixed my official seal on this, the day

and year first above written

.Tanuary 13, 1942

My commission expires ...~ - Notary Public.
SR SRS PR
S ‘

Yoy

E ]

Office of Commissioner of Public Lands, - -
Santa Fe, New Mexico

] ]

s &F
I hereby cert;fy that the within assxgnment was flled in my offlce onthe . ... 28 o day

,1938, and approveciy/ on . AUG 10 1938 , 19

Caxﬁ;nis;ianer of Public Lands.

INSTRUCTIONS AND INFORMATION

1. All assignments must be filed in duplicate in the State Land Office within 100 days from date of issue
and accompanied by Cashier’s Check, Bank Draft, i.0. or Express Money Order.

3 ¥

2. Recording and approval fees are $5.00 for each assignment.

3. When assignments are accompanied by personal check, they'»irill be held three weeks for collection of
checks. .

4, Assignments will not be approved for less than a regular subdivision or for undivided interests. By
a regular subdivision is meant forty acres or a tract described by Lot number which may be more or
less than 40 acres.

5. Assignments must show complete postoffice address of assignee.

6. Assignments must be executed before an officer authorized to take acknowledgement of deeds. Corp-
orations must use corporate form of acknowledgement.
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‘fan”“"“__ Lease No. 37
ASSIGNMENT OF OIL AND GAS LEASE i
e - O TR
P NP
KNOW ALL MEN BY THESE PRESENTS: o !
That Drilling and Exploration Company, Inc. ATLANTIC RICHFIELD CO.
By Mecrger
corporation P. O. Box 1978
2 poration, Foswell, New Mexica 88201 t
T

in and to the following described subdivisions of land in said lease described, and insofar as said lease affects such di-

hereinafter sometimes called ‘“Assignor___. , paiiy of the first part, for and in consideration of the sum of One

id e ,
her 00d ant deratioapat Stieieir 01T % Gas, Company, a l
Dollar, and ot :‘ j:md and valuable constderg &fXﬁi b5m331 ;?ANY MER - T;lup co;fo:‘ — r

Maine Corporation, NTO SihCLAIR-OIL CORPORATION ____tato Adtantie Richficld Company |

- ., EFFECTIVE SEPTEMBER 30, effective March 4, 1969 o
whose postoffice address is _S1n2laly 011 Build o - Oklahoma 74—/@&2

o 4
{

hereinafter sometimes called *“Assignee__.___.______" party of the second part, has sold, transierred, set over and as-

signed, and by these presents does sell, transfer, set over and assign to the Assignees 1ts : |
successors and assigns, all of the assignor’s right, title, interest and claim in and to that certain Oil and Gas Lease No.

B-1585 , made by the State of New Mexico to__Amerada Petroleum Corporatlon

under date of kb‘.l\ﬁai?f $ MVZJ /0 /Z< gad ' , 10_33

and thereafter assigned to

the Assignor herein,

visions, —to wit:

¢« Township 17 South, Range 35 East, N.M.P.M. .
Section 22: SISWy @ &,

containing 80 acres, more or less.

The Assignee assumes and agrees to perform all obligations to the State of New Mexico insofar as said described
lands are affected, and to pay such rental and royalties, and to do such other acts as are by said lease required as to the
above described subdivisions, to the same extent and in the same manner as if the provisions of said lease were fully
set out herein.

It is agreed that the Assignee shall succeed to all tlie rights, benefits and privileges granted the Lessee by the terms i
of said lease, as to the lands above described. o . !

IN WITNESS WHEREOF, the said party has hereunder caused these presents to be signed and sealed by its proper

officers by authority of its Board of Directors this the / /4% day of LEWAE: , 19._.63 _
ATTEST: \ DRILLING AND EXPLORATION COMPANY, INC.!
I ’ ;
/( .’ELV Lo o/ :WJZ,»:—;/A /’/“ /)
- e ; Secretary. By : ;'
VCEENT 1 en T e B ARY +—-¥-ee President.

- G. R BRAINARD(| PRESIDENT k
e A




"\k-Q_l\c\-uLl(\/\,L.
STATE OF NEXXXIXXHZ0
County of AT L@Tﬂ(.} 8-

E__A Pnhe_ntsz T

by , ~Vige President

of Drilling and Exploration Company. Inc, , -,

Delaware - corporation

on behalf of said corporatlon'/; / / , ////

My Commission Expu'es l / 4 ;7 Notary Public
/7 /
% -

Office of Commissioner of Public Lands,

Santa Fe, New Mexico ,
1 hereby certify that the within assignment was filed in my office v the day
/ 1963
of (K/(‘/ /“ , 19 "—“3 , and approved by me on 0cT 2 4 , 19
. : - . . Commissioner of Public~Lands.

. INSTRUCTIONS AND INFORMATION |

1. An annual rental, at the rate of } —per acre shall become due and
payable to the lessor by the lessee, or by any transferee or assignee of the same, or any part hereof, where such
transferee or assignee has been recognized, and such trunsfer or assignment approved Ly the lessor, upon each acre

of land above described and then claimed by such lessee, transferee or assignee, and the same shall be due and

payable in advance to the Lessor on the successive anniversary dates of the lease, (not the date this assignment was
executed) but the annual rental on any assignment shall in no event be less than Six Dollars ($6.00).

2. The lease is for a primary term of Five Years from the date of the lease, and as long thereafter as oil and gas in
paying quantities, or either of them is produced from said land by the lessee, subject (o all of the terms and condi-
tions set forth in the lease.

If the lessee shall have failed to make discovery of oil and/or gas in paying quantities during the primary
term of the lease, the lessee may continue the lease in full force and effect for an additional term of five years
and as long thereafter as oil and gas in paying quantities, or either of them is produced from the leased premises,

~by paying each year in advance, as herein provided, double the rental provided herein ior the primary term, or the

highest rental prevailing at the commencement of the secondary term in any rental district, or districts in which
the lands, or any part thereof, may be situated, if it be greater than double the rental provided for the primary
term. But the annual rental on any assignment shall in no event be less than Twelve ‘Dollars ($12.00) during the
secondary term.

3. All Assignments must be filed in triplicate in the State Land Office within 100 days from date of issue and ac-
companied by Cashier's Check, Bank Draft, P. O. or Express Money Order.

4. Effective September 1, 1857, reco_rding fee for each assignment is $10.00. B e

5. When assignments are accompanied by personal check, the Commissioner of Public Lands reserves the right to
withhold approval of assignment until checks are paid.

6. Assignments will not be approved when assigned to more than two persons, or for less than a regular subdivision
or for undivided interests. By a regular subdivision is meant forty acres or a tract described by Lot number which
may be more or less than 40 acres.

7. Assignments must show complete postoffice address of assignee.

8. Assignments must be executed before an officer authorized to take acknowledgments of deeds. Corporations must
use corporate form of acknowledgment.

9. Assignments must show whether assignors are married or single; if married, both husband and wife must sign the
assignment, and certificate of acknowledgment must show marital status of assignors.

10. All official business, letters and communications must be addressed to and sent direct to the Commissioner of
Public Lands.

11. Make all payments for annual rental and recording and approval fees, to

COMMISSIONER OF PUBLIC LANDS
SANTA FE, NEW MEXICO




Form 44—ORIGINAL o SMTH.-HURSH PRINTING COMPANT

LEASE No. . B~23264 ’ APPLICATION No.B=2264

OIL AND GAS LEASE S
THIS AGREEMENT, dated this the _ 204 day ot .. December . A D 1933, made

and entered into by and between the STATE OF NEW MEXICO, acting by and through thé-‘ undersigned, its
Commissioner of Public Lands, thereunto duly authorized, party of the first part and hereinafter called the

«Lessor”, ana . COrana Petroleum Company, )
P, 0. Box 918, Corsicana, Texas, >~ _

party of the second part, hereinafter called the ‘“‘Lessee’’, whether one or more,
WITNESSETH: S : . :
WHEREAS, the said lessee has filed in the office of the Commissioner of Public Lands an application for
an oil and gas lease covering the lands hereinafter described and has tendered therewith the required first pay-
ment being not less than the amount required by law and by the rules and regulations of the New Mexico State
Land Otffice; and : ’ a :
" WHEREAS, all of the requirements of law relative to said application and tender have been duly complied
with and said application has been approved and allowed by the Commissioner of Public Lands: .

THEREFORE, for and in consideration of the premises as well as the relinquishment of m..Qr.iginal
Lease A-1633 dated - J : 19_2&;;10 cash payment being required,

k PR — ——— e e e
125551_, and of the further sum of § 5400--"-‘--"---:111113 fee, and of the covenants and agreements
hereinafter contained on the part of the lessee to be. paid, kept and performed, the said lessor has granted and
demised, leased and let, and by these presents does grant, demise, lease and let unto the said lessee, exclusively,
for the sole and only purpose of exploration, development and production of oil and-/or gas thereon and therefrom
with the right to own all oil and gas so produced and saved therefrom and not reserved as royalty by the lessor
under the terms of this lease, together with rights of way, easements and servitudes for pipe lines, telephone and
telegraph lines, tanks, power houses, stations, gasoline plants, and fixtures for producing, treating and caring for
such products, and housing and boarding employees, and any and all rights and privileges necessary, incident to
or convenient for the economical operation of said land, for oil and gas, with right for such purposes to the free
use of oil, gas, casing-head gas, or water from said lands, but not from lessor’'s water wells, and with the right
of removing either during or after the term hereof, all and any improvements placed or erected on the premises
by the lessee, including the right to pull all casing, subject, however, to the conditions hereinafter set out, the

following described land situate in the Count_3 of ____Lea, '
State of New Mexico, and more particularly dedcribed as follows:. '

............

44 A

ol C - SUBDIVISION -
& | Institution| Sec. Twp. | Range : Acres
3 R : Column 1 Column 2 | Column 3 | Column 4 :
VR 7 v 1 % s
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Sald iands having been awarded to lessee and designated as tract No. at a public sale

held by the Commissioner of Public Lands on , 19 . (To be filled in
only where lands are offered at public sale.)
TO HAVE AND TO HOLD said land, and all the rights and privileges granted hereunder, to and unto the

lessee for a primary term XX until Jmm..lﬂﬁ&
from the date hereof, and as long thereafter as oil and gas in paying quantities, or either of them is produced from
said land by the lessee, subject to all of the terms and conditions as hereinafter set forth.

In consideration of the premises the parties covenant and agree as follows:

1. Subject to the free use without royalty, as hereinbefore provided, the lessee shall pay the lessor as royalty
one-eighth part of the oil produced and saved from the leased premises, or the cash value thereof, at the option
of the lessor, such value to be the price prevailing the day oil is run into a pipe line, if the 0il be run into a pipe
line, or into storage tanks, if the oil be stored.

2. The lessee agrees to pay the lessor the omne-eighth of the net proceeds derived from the sale of gas from
each gas well. If casing-head gas produced from said land is sold by the lessee, the lessee shall pay the lessor as
royalty one-eighth of the net proceeds of said sale; if casing-head gas produced from said lands is wutilized by
the lessee otherwise tham for carrying on the lessee’s operations for producing oil or gas from said lands, then
the lessee shall pay the lessor the market value in the field, the equal of one-eighth part of the casing-head gas
so utilized at the time of such utilization.

3. Lessee agrees to make full settlement on the 20th day of each month for all royalties due the lessor for
the preceding month, under this lease, and to permit the lessor or its agents, at all reasonable hours, to examine
lessee’s books relating to the production and disposition of oil and gas produced. The lessee also agrees to sub-
mit to the lessor, for each and every royalty payment, a correct statement showing the amount of oil or gas pro-
duced and saved since his last report and the market value thereof. Lessee further agrees to submit to lessor an-
nually upon forms furnished by lessor, verified reports showing lessee’s operations for the preceding year.

4. It is expressly agreed that the consideration hereinbefore specified is a good, valid and substantial con-
sideration and sufficient in all respects to support each and every covenant herein, including specifically the option
granted the lessee to prevent the termination of this lease from year to year, by the payment or tender of the
turther rental hereinatter provided for.

An annual rental at the rate of . I'iﬁ . wmeneee. CENLS per acre during the primary term hereof shall also become due and pay-
able to the lessor by the lessee or by any transferee or assignee of the same or any part hereof, where such transferee or assignee

has been recognized, and such transfer or Assignment approved by the lessor as hereinafter provided, upon each acre of the land
above described and then claimed by such lessee, transferee or assignee hereunder, and rental during secondary term as provided in

Paragraph 15 herein shall be due and payable in advance to the lessor on the ....: 1 ,lth day of dJ amary ach

vear during the time this lease is in force, but the annual rental on any Assignment shall in no event be less than Six Dollars (36 00)

In event the lessee shall elect to surrender any or all of said acreage, he shall deliver to the Commissioner

a duly executed release thereof and in event sald lease has been recorded, then he shall upon request furnish and
deliver to said Commissioner a certified copy of a duly recorded release.

5. The lessee may at any time by paying to the State of New Mexico, acting by its Commissioner of Public
Lands, or other authorized officer, all amounts then due as provided herein and the further sum of Ten Dollars
($10.00), surrender and cancel this lease, insofar as the same covers all or any portion of the lands herein leased
and be relieved from further obligations or Hability hereunder, in the manner as hereinbefore provided. Pro-
vided, this surrender clause and the option herein reserved to the lessee shall cease and become absolutely in-
operative immediately and concurrently with the institution of any suit in any court of law or equity by the lessee,
lessor or any assignee, to enforce this lease, or any of its terms express or implied.

6. All payments due hereunder shall be made on or before the day such payment is due, in cash or by cer-
tified exchange at the office of the Commissioner of Public Lands in Santa Fe, New Mexico.

7. The lessee with the consent of the lessor, shall have the right to assign this lease in whole or in part.
Provided, however, that no assignment of any undivided Interest in the lease or in any part thereof nor any
assignment of less than a legal subdivision shall be recognized or approved by the lessor. Upon approval in writing
by the lessor of an assignment, the assignor shall stand relieved from all obligations to the lessor with respect to _
the Iands embraced in the assignment and the lessor shall likewise be relieved from all obligations to the assignor
as to such tract, and the assignee shall succeed to all of the rights and privileges of the assignor with respect to such
tracts and shall be held to have assumed all of the duties and obligations of the assignor to the lessor as to such
tracts.

8. Lessee agrees, with reasonable diligence, to offset all paying oil or gas wells drilled, within 300 feet of
any of the land covered by this lease and retained hereunder.

9. The lessee agrees to notify the lessor of the location of each well before commencing drilling thereon,
to keep a complete and accurate log of each well drilled and to furnish a copy thereof, verified by some person
having actual knowledge of the facts, to the lessor upon the completion of any well, and to furnish the log of
any unfinished well at any time when requested to do so by the lessor. If any lands embraced in this lease shall be
included in any deed or contract of purchase outstanding and subsisting issued pursuant to any sale made of the
surface of such lands prior to the date of this lease, it is agreed and understood that no drilling operation shall
be commenced on any such lands so sold unless and until the lessee or his assignee shall have filed a good and suf-
ficlent bond with the lessor as requireq by law to secure the payment for such damage to the livestock, range,
water, crops or tangible improvements on such lands as may be suffered by the purchaser holding such deed
or contract of purchase, or his successors, by reason of the developments, use and occupation of such lands by
such lessee. Provided, however, that no such bond shall be required if such purchaser shall waive the right to
require such bond to be given in the manner provided by law.

10. In drilling wells all water-bearing strata shall be noted in the log, and the lessor reserves the right to
require that all or any part of the casing shall be left in any non-productive well when lessor deems it to the
interest of the State of New Mexico to maintain said well or wells for water. For such casing so lett in wells
the lessor shall pay to the lessee the reasonable value thereof.

11. Lessee shall be liable and agrees to pay for all damages to the range, livestock growing crops or im-

provements caused by lessee’s operations on said lands. When requested by lessor, the lessee shall bury pipe-
lines below plow depth.
- 12. ' The lessee shall not remove any machinery or tixtures placed on said premises, nor draw the casing
from any well unless and until all payments and obligations due the lessor under the terms of this agreement
shall have been paid or satisfied. The lessee’s right to remove the casing is subject to the provision of para-
graph 10 above.

13. Upon failure or default of the lessee or any a.ssignee to comply with any of the provlelons or covenants
hereof, the lessor is hereby authorized to cancel this lease and such cancellation shall extend to and include all
rights hereunder as to the whole of the tract so claimed, or possessed by the lessee or assignee so defaulting, but
shall not extend to, nor affect the rights of any other lessee or assignee claiming any portion of the lands upon
which no default has been made; provided, however, that before any such cancellation shall be made, the lessor
shall mail to the lessee, or assignee so defaulting, by registered mall, addressed to the post-office address of such
lesses or assignee as shown by the records of the State Land Office, a notice of intention of cancellation
specifying the default for which cancellation is to be made, and if within 30 days from the date of mailing said
notice the said lessee or assignee shall remedy the default specified in said notice, cancellation shall not be made.

14. All the terms- of this agreement shall extend-to and bind the heirs, executors, administrators, successors
and assigns of the parties hereto.

15. If the lessee shall have failed to make discovery of oil and-/or gas in paying quantities during the
primary term hereof, the lessee may continue this lease in full force and effect for an additional term of five

.. e Jo



years and as long thereafter as oil and gas in paying quantities, or either of them is produced from the leased
premises, by paying each year in advance, as herein provided, double the remtal provided herein for the primary
term, or the highest rental prevailing at the commencement of the secondary term in any rental district, or
distriets in which the lands, or any part thereof, may be situated, if it be greater than double the rental pro-
vided for the primary term. (This paragraph (15) shall not be inserted in any lease issued pursuant to the pro-
visions of Section 3 (132-403) of this Act.).

IN WITNESS WHEREOF, the party of the first part has hereunto signed and caused its name to be signed
by its Commissioner of Public Lands thereunto duly authorized, with the seal of his office affixed, and the lessee
has signed this agreement the day and year first above written.

f&w OF NEW MEXICO
BY W/M

)GMMISSIONER OF PWNDS. Lessor.

_CORANA PETROLEUM COMPANY.,
Lessee, \ _ 4(/7 (SEAL)
Distributed this the 7th day of - December _ , 18.33, .
(PERSONAL ACKNOWLEDGMENT)
STATE OF z
88.
COUNTY OF |
On this the . day of 19 personally appeared before me

to me known to be the person_.. who executed the foregoing instrument as Lessee, and acknowledged that . _he__.

executed the same as free act and deed.
IN WITNESS WHEREOF, I have hereunto set my hand and affixed my official seal the day and year in this
certificate above written.

My Commission Expires: Notary Public.

(ACENOWLEDGMENT BY ATTORNEY IN FACT)

STATE OF
58
COUNTY OF %

On thisthe . day of - 19 , personally appeared

before me

to me known to be the person__. who executed the foregoing instrument in behalf of

and acknowledged that .__he___ executed ths same as the free act and deed of said

IN WITNESS WHEREOF, I have hereunto set my hand and affixed my official seal the -day and year in this
certificate above written.

My Commission Expires: Notary Publiec.

(ACKNOWLEDGMENT BY CORPORATION)

STATE OF _ _TeX&88. .. )
- . 89,
COUNTY OF L&8VaIIlQ.
On this the . 4Ath ___ day ot Decenber , 19.33_, personally appeared

Re L. "Theelock,

to me personally known, who being by me duly sworn did say that he is the Tice=president

of Corana Pefroclewn Corinany,

and that the seal affixed to the foregoing instrument is the corporate seal of said corporation, and that said instru-

ment was signed and sealed in behalf of said corporation by authority of its board of directors, and said . ___
Ce L. Theelock,
acknowiedges said instrument to be the free act and deed of said corporation,
IN WITNESS WHEREOF, I have hereunto set my hamj\fjﬁ:ﬂ my official seal the day and year in this

certificate above written. EZ -
J W | )&JMM

My Commission Expires: Notary Public.

%\M'\&—‘\u .\c\‘%ﬁ‘j 7(Mar/x/»a (9“1,4/!{/ Nt ey
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Form No. 33 A 2-—Corporation.

ASSIGNMENT OF OIL AND GAS LEASE

FN6{V ALL MEN BY THESE PRESENTS:

it Corana Petroleum COMDARY . . oo N S
From ....as......... -
:’fmqhoration, ................................................................................................................................................................................................... e ES;B Eil

liereinafter sometimes called ‘‘Assignor.... "’ party of the first part, for and in consideration of

the sum of One Dollar, and other good and valuable consideration paid by ... . oy e A
T s J

,,.A....,........‘.._...‘.z{.l?h.i..l..l.;p.a..‘.Pa.t.:ql.mm_...Qompgnx...,.., () AALL S T e

©

hereinafter sometimes called the ‘¢ Assignee. ... " party of the second part, has sold, transferred,
set over and assigned, and by these presents does sell, transfer, set over g b : —
.A%8 _ _ successors and assigns, all of the assignor’s right, title, il%egﬁ claim in and to
that certain Oil and Gas Lease No.....B=2264 . made by the State o I%’W €X1C0 10 .o .
s SR A0S PEETOLOIM COMDBNY........ococrcrrisssr forriicnsn PLATS

under date of .......December 2, 1933 e b , TOX ...
(Bental hecomes. due.and. payable.aon. January.llth.of. .each. year during. ..
Yhe term.of this lease) s 1€ Agsignor herein,

in and to the followin_g descrﬁbed subdivisions of land in said lease described, and insofar as said

lease affects such div’sions,. to-wit:

.y

‘/ ‘The West Half of the st Half (W EX) of Section .
, 21, and the North Half (N) of Section 22, Township Az
( 17 South, Range 35 East, Lea County, New Mexico. A

The Assignee assumes and agrees to perform all obligations to the State of New Mexico inso-
far as said described lands are affected, and to pay such rentals and royalties, and to do such otler
acts as are Ly said lease required as to the above described subdivisions, to the same extent ~nd in
the same manner as if the provisions of said lease were fully set out herein.

. Ttiis agreed that the Assignee shall succeed to all the rights, benefits and privileges granted the
Lessee by the terms of said lease, as to the lands above deseribed.

IN WITNESS WHEREOT, the said party of the first part has hereunto caused these pres-
ents to be signed and sealed by its proper officers by authority of its Board of Directors this the

L3 . dayof ... Amil 19 .38,

LC LN

Secréfﬁ%}twm

Presldent,



TEXAS
STATE OF NEWxMER&EO0; }
8s.
County of ... NAVARRQ. ...

Onthis .. ...13%h __ dayof.. ... April . 19 38, before me personally appeared
.............................................................. We.Co Stroube == to me personally known, who, being by me
duly sworn did say that he is the President of the.......... Corana Petroleum Company

and that the seal affixed to the foregoing instrument is the corporate seal of said corporation and

tha. said instrument was signed and sealed in behalf of said corporation by authority of its Board of

Directors, and said ..o We Co Stroube

coee@Cknowledged said instrument
to be the free act and deed of said corporation.

IN WITNESS WHEREOF, I have hereunto set my hand and affixed my official seal on this

) Notary Publie.
. Navarro County,Texas
i My commission expires ... .JWR€ 1939 o — Vs

the day and year first above written.

-~ - - . - - .- . .,-7,.

Office of Commissionpr’of Public Lands, =+ .
Santa Fe, New Mexico, Co ]

I hereby certify that the within assignment was filed in my office on the ... /F L4 /. ..... day '

" Commissioner of Public Lands.

P . B . - - . - P .

INSTRUCTIONS AND INFORMATION
1. All assignments must be filed.in duplicate in the State Land Office within 100 days from date
of issue and accompanied by Cashier’s Check, Bank Draft, P. O. or Express Money Order.

1o
.

Recording and approval fees are $5.00 for each assignment.

When assignments are accompanied by personal check, they will be held three weeks for collee-
tion of checks.

2

4. Assignments will not be approved for less than a regular subdivision or for undivided interests.
By a regular subdivision is meant forty acres or a tract deseribed by Lot number which may
be more or less than 40 acres.

5. Assignments must show complete postoffice address of assignee.

6. Assignments must be executed before an officer authorized to take acknowledgments of deeds.
Corporations must use corporate form of acknowledgment.
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Form No. 33 A 2—Corporation. - = ’
ASSIGNMENT OF OIL AND GAS LEASE RSNy
KNOW ALL MEN BY THESE PRESENTS: oy 15‘“31'373 "
i P O . UniLvieY
o THat oo PHILLIPS PETROLEUM COMPANY . . . .
Fram #=. oo
A Corporation, ... With an office at Bartlesville, Qklahoma . ... .. .. J/l <
hereinafter sometimes called ‘‘Assignor...... 7 party of the first part, for and in consideration of
the sum of One Dollar, and other good and valuable consideration paid by ... ...
....4Prilling and Exploration Company, Ine, ... . .
whose postoffice address is ...........08iles, Texas (408 Continental Bldg.) ...
hereinafter sometimes called the ‘‘ Assignee. ... ? party of the second part, has sold, transferred,
set over and assigned, and by these presents does sell, tljansfer, set over and assign to the Assignee ...
CAes successors and assigns, all of the assignor’s right, title, interest and claim in and to
that certain Oil and Gas Lease No.B-2264 , made by the State of NqwMexieoto
Corana Petroleum Company grmren
P PP UOU U OO AP T TP IR T PO P USROS JUTR. : _-:;?‘..é»;,....t_f.z .......................................
o L B
under date of ... December 2nd e ey 1935
snd assigned by Corana Petroleun Company to Phillips Petroleum|Company B3 - E‘S
ammd iy
(fM@M%//@AfW?‘M the Assignor herein, J

in and to the following described subdivisions of land in said lease described, and insofar as said

lease affects such divisions, to-wit:

The West Half of the Northeast Quarter (W} of the NEL)
+ / of Section 21, and the East Half of the Northwest £
Quarter (EZ of the NWi) and the Northeast Quarter (NE%)

of Section 22, Township 17 South, Range 35 East, Lea
PAID FOR
1938.9-0%2 25 ¢ A RECEIPT Nowal Xl 57
/.»f"-? 133 D02 ¢ Y 25598

County, New Mexico.

e 1940 . “ o
e 194§ - S
/ ‘942 $ ____________ L} 1} e

The Assignee assumes and agrees to perform all obligations to the State of New Mexico inso-
far as said described lands are affected, and to pay such rentals and royalties, and to do such other
acts as are by said lease required as to the above desecribed subdivisions, to the same extent and in
the same manner as if the provisions of said lease were fully set out herein.

It is agreed that the Assignee shall succeed to all the rights, benefits and privileges granted the
Lessee by the terms of said lease, as to the lands above deseribed.

IN WITNESS WHEREOF, the said party of the first part has hereunto caused these pres-

ents to be signed and sealed by its proper officers by authority of its Board of Directors this the

A2 .. day of October

ATTEST: 7
:‘1;3’:0—" E 7
oo d s ~
‘ja‘- car -9 Aggistant Secretary.
roneer” - FEE—§5,00 (\l

T >~
9(;\5\ g g > //




A

OKLAHOMA

s®rE or ERCMFFO }ss.

County of . WASHIKGTON

On this ... .. 12 day of ... October . 19...,3."?... before me personally appeared
.................................................... Coe.Oo.Staxk . ... .. . tome personally known, who, being by me
Vice

duly sworn did say that he is thd President of the .. ... Phillips Petroleum Company ...
and that the seal affixed to the foregoing instrument is the corporate seal of said corporation and
that said instrument was signed and sealed in behalf of said corporation by authority of its Board of

Directors, and said ... Ce. Q. Stark . . . acknowledged said instrument

to be the free act and deed of said corporation.

IN WITNESS WHEREOF, I have hereunto set my hand and affixed my official seal on this

...................................................... W\qﬂ NOWWW

;li}a’&ay and vear first above written.

Office of Commissioner of Public Lands,
Santa Fe, New Mexico,

I hereby certify that the within assignment was filed in my office on the . .. . Fed /. . .. day

Commissioner of Public Lands.

INSTRUCTIONS AND INFORMATIOI\

1. All assignments must be filed in duplicate in the State Land, Office within 100 days from date
of issue and accompanied by Cashier’s Check, Bank Draft, P. O. or Express Money Order.

1o

Recording and approval fees are $5.00 for each assignment.

TWhen assignments are aecompamed by personal check they will be held three weeks for collec-
tion of checks.

e

4. Assignments will not be approved for less than a regular subdivision or for undivided interests.
By a regular subdivision is meant forty acres or a tract described by Lot number which may
be more or less than 40 acres.

Assignments must show complete postoffice address of assignee.

(]

Assignments must be executed before an officer authorized to take acknowledgments of deeds.
Corporations must use corporate form of acknowledgment.

o2
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following described land situate in the Count

State of New Mexico, and more particularly described as follows:
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‘B-2735

OIL AND GAS LEASE =

THIS AG‘JE//EMF‘VT dated, this t

d Office; and

WHEREAS, all of the requirements of law relative to eaid application and tender have been du!y complfed
mth and said appllcation has been approved and allowed by the Commissloner of Public Lands: B

THEREFORE, for and in conslderation of the premises as well as the sum of
£

and ntered into by aud betwipn the S
Commissioner of Publlc Lands,

“Le or". and '

Form 44—ORIGINAL s SMITH-HURSH PRINTING COMPANY
LEASE NO.

ayQof

APPLICATION NO.

April

G?S'r‘fsl\’lst:

3T

J}mm acting m@ﬁﬂ'\h\‘omﬂBﬂe th i

thereunto duly sau }orized. party of the.firfst part and he

3;;.‘ e
-'A;; ii Te XA "

'0°d

of the second part. herelnatter called the ‘““Lessee’’, whether one or nz
(=) WITNESSETH:

of,

e,

- 1scellaneous lnstmment No.—
WHEREAS, the sald lessee haa filed in the office of the Commissioner of Public Lands an application for 3
oil and gas leasze covering the lands hereinafter described and has tendered therewith the required first pay-
t being not less than the amount required by la.w and by the rules and rezulat!ons of the New Mexlco State .

:

One thousand

d momoo
1 Yog

el loayoay3

BRS¢ ]

Urﬁ

‘Lea

e wo es e 0t e ou wa ik ($ ) Dollars
tge same being the amount of .ha tender ahove mentloned paid in cash, and evidenced by otﬂoial recelpt No. d.._.:

?131555_. and ot the tnrther sum ot $

SRR
——eeee. $iling fee, and of the covenants and agreemenu
‘nereinatter contalned on the part of the lessee to be paid, kept and performed, the saild lessor has granted. and
emiited, leased and let, and by these presents does grant, demise, lease and let unto the said lessee, exclusively,
Jor the sole and only purpose of exploration, development and production of oil and-/or gas thereon and therefrom
with the right to own all oil and gas so produced and saved therefrom and not reserved as royalty by the lessor
—hinder the terms of this lease, together with rights of way, easements and servitudes for pipe lines, telephone and
telegraph lines, tanks, power houses, stations, gasoline plants, and fixtures for producing, treating and caring for
“such products, and houslns and boarding employees, and any and all rights and privileges necessary, incident to
or convenient for the economical operation of said land, for oil and gas, with right for such purposes to the free
use of oil, gas, casing-head gas, or water from said la.nds, but not from lessor’'s water wells, and with the right
of removing either during or after the term hereof, all and any improvements placed or erected on the premises
by the lesses, including the right to pull all caslns, subject, however, to the condmons hereinatter aet out the
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Said lands bhaving been awarded to lessee and designated as tract No. at a public sale

held by the Commissioner of Public Lands on April 10th 19.31-‘:_._, (To be filled in

only whera lands are offered at public sale.)
- TO BAVE AND TO HOLD said land, and all the rights and privileges granted hereunder, to and unto the

lessee for a primary term of five vears
from the date hereof, and as long thereafter as oil and gas in paying quantities, or either of them is produced from
said land by the lessee, subject to all of the terms and couditions as hereinafter set forth.

In consideration of the premises the parties covenant and agree as follows:

..1. Subject to the free use without royalty, as hereinbefore provided, the lesses shall pay the lessor as royalty
one-eighth part of the oll produced and saved from the leased premises, or the cash v«lue thereof, at the option
of the lessor, such value to be the price prevailing the day oil is run into a pipe line, if the oil be run into a pipe
line, or into storage tanks, if the oil be stored.

2. The lessee agrees to pay the lessor the one-eighth of the net proceeds derived from the sale of gas from
each gas well. If casing-head gas produced from said land is sold by the lessee, the lessee shall pay the lessor as
royalty one-eighth of the net procerds of sald sale; if casing-head gas produced from said lands  is_utilized by
the lessee otherwise than for carrying on the lessee’s operations for producing oil or gas from said lands, then

the lessee shall pay the lessor the market value in the field, the equal of one-eighth part of the casing- head gas

80 utilized at the time of such utilization.

3. Lessee agrees to make full settlement on the 20th day of each month for all royalties due the lessor for
the preceding mcath; under this lease, and to permit the lessor or its agents, at all reasonable hours, to examine
lessee’'s books relating to the production and disposition of oil and gas produced. The lessee also agrees to sub-
mit to the lessor, for each and every royalty payment, & correct statement showing the amount of oil or gas pro-
duced and saved since his last report and the market value thereof. Lessee further agrees to submit to lessor an-
nually upon forms furnished by lessor, verified reports showing lessee’s operations for the preceding year. ;

4. It is expressly agreed that the consideration hereinbe.ure specified is a good, valid and substantial con-
sider.tion and sufficlent in all respects to support each and every covenant herein, including specifically the option
granted the lessee to prevent the termimation of this lease from Yyear to year, by the payment or tender of the
further rental hereinafter provided for.

An annual rental, at the rate of ._$l;_0_0______ vent® per acre shall also become due and payable to the
lessor by the lessee, or by any transferee or assignee of the same, or any part herecl, where such transferee or
assignee has been recognized, and such transfer or assignment approved by the lessor as hereinafter provided,
upon each acre of the land above described and then clalmed by such lessee, transferee or assignee hereunder, and
the same ahall be due and payable in advance to the lessor on the successive anniversary dates of this lease, but
the annual rental on any assignment shall In no event be less than Six Dollars ($6.00).

In event the lessee shall elect to surrender any or all of sald acreage, he shall deliver to the Commissioner
a duly executed release thereof and in event said lease has been recorded, then he shall upon request furnish and
deliver to said Commissioner a certified copy of a duly recorded release.

5. The lessee may at any time by paying to the State of New Mexico, acting by its Commissioner of Public
Lands, or other authorized ofticer, all amounts then due as provided herein and the further sum of Ten Dollars
($10.00), surrender and cancel this lease, insofar as the same covers all or any portion of the lands herein leased
and be relieved from further obligations or lability hereunder, in the manner as hereinbefore provided. Pro-
vided, this surrender clause and the option herein reserved to the lessee shall cease and become absolutely in-
operative immediately and concurrently with the institution of any suit in any court of law or equity by the lessee,
lessor, or any assighee, to enforce this lease, or any of its terms express or implied. .

6. All payments due hereunder shall be made on or before the day such payment is due, in cash or by cer-
tifled exchange at the office of the Commissioner of Public Lands in Santa Fe, New Mexico.

7. The lessee with the consent of the lessor, shall have the right to assign this lease in whole or in part.
Provided, however, that no assignment of any undivided interest in the lease or in any part thereof nor any
assignment of less than a legal subdivision shall be recognized or approved by the lessor. Upon approval in writing
by the lessor of an assignment, the assignor shall stand relleved from all obligations to the lessor with respect to
the lands embraced in the assignment and the lessor shall llkewise be relieved from all obligations to the assignor
as to such tract, and the assignee shall succeed to all of the rights and privileges of the assignor with respect to such
:racts and shall be held to have assumed all of the duties and obligations of the. assignor to the lessor as to such
racts

8. Lessee agrees, with reasonable diligence, to offset all paying oil or gas wells drilled, within 300 feet of
any of the land covered by this lease and retained hereunder.

9. The lessee agrees to notify the lessor of the location of each well before commencing drilling thereon,
to keep a complete and accurate log of each well drilled and to furnish a copy thereof, verified by some person
having actual knowledge of the facts, to the lessor upon the completion of any well, and to furnish the log of
any unfinished well at any time when requested to do so by the lessor. If any lands embraced in this lease shall be
inciuded in any deed or contract of purchase outstanding and subsisting issued pursuant to any sale made of the
surface of such lands prior to the date of this lease, it i3 agreed and understood that no drilling operation shall
be commenced on any such lands so sold unless and until the lessee or his assignee shall have filed a good and suf-
ficient bond with the lessor as requiredq by law to secure the payment for such damage to the livestock, range,
water, crops or tangible improvementa on such lands as may be suffered by the purchaser holding such deed
ar contract of purchase, or his successors, by reason of the developments, use and occupation of such lands by
such lessee, Provided, however, that no such bond shall be required if such purchaser shall waive the right to
require such bond to be given in the manner provided by law.

10. In drilling wells all water-bearing strata shall be noted in the log, and the lessor reserves the right to
require that all or any part of the casing shall be left in any non-productive well when lessor deems it to the
interest of the State of New Mexico to maintain said well or wells for water. For such casing so left in wells
the lessor shall pay to the lessee the reasonable value thereof. N :

11. Lessee shall be liable and agrees to pay for all damages to the range, livestock, growing crops or im-
provements caused by lessee's operatlons on saild lands. When requested by lessor, the lessee shall bury plpe-
lines below plow depth. -

12. The lessee shall not remove any machlnery or fixtures placed on sald premises, nor draw the casing
from any well unless and until all payments and obligations due the lessor under the terms of this agreement
shall have been paid or satisflied. The leuees right to- remove- the —casing -is —subject to the provision of para-
graph 10 above. .

13. Upon failure or deta.ult of the lessee or any assignee to comply with any of the provisions or covenants
hereof, the lesscr is hereby authorized to cancel this lease and such cancellation shball extend to and Include all
rights hereunder as to the whole of the tract so claimed, or possessed by the lessee or assignee so defaulting, but
shall not extend to, mor affect the rights of any other lessee or assignee claiming any portion o. the lands upon
which no default has been made; provided, however, that before any such canceilation siall be wade, the lessor
shall mail to the lessee, or assignee so defaulting, by registered maill, addressed to the vpost-office address of auch
lessee or assignee as shown by the records of the State Land Office, a notice i intention of cr+cellation
specifying the defauit for which cancellation ia to be made, and if within 30 days from the date of mailing said
notice the sald lesses or assignee shall remedy the default specified In sald notice, cancellation shall not be made.

14. All the terms of this agreement shall extend to and bind itlhe heirs, executors, administrators, successors
and assigns of the parties hereto.

15. If the lessee shall have falled to make dlacovery of oil and-/or gas in paying quantities during the
primary term hereof, the lessee may continue this lease in full force and effect for an additional term of five
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years and as long thereafter as oil and gas in paying quantities, or either of them is produced from the leased
premises, by paying each year in advance, a8 herein provided, double the rental provided herein for the primary
term, or the highest rental prevailing at the commencement of the secondary term in any rental district, or
districts in which the lands, or any part thereof, may be situated, if it be greater than double the rental pro-
vided for the primary term. (This paragraph (15) shall not be inserted in any lease issued pursuant to the pro-
visions of Section 3 (132-403) of this Aect.).

IN WITNESS WHEREOF, the party of the first part has hereunto signed and caused its name to be signed
by its Commissioner of Public Lands thereunto duly authorized, with the seal of his office affixed, and the lesses
has signed this agreement the day and year first above written,

/_w OF NEW MEXICO
BY W 2

ISSIONER OF PUBLI DS, Lessor.

ATTEST: .. _MA¢ DLIA{,P/EI?E JCUBPANY
\/é’ %L{W BY /TN ' V{Z%é/
= 7 Assistant cecrevary ~ President Leu;e&j (SEAL)
Distributed um the 2nd day of Meyr : 1938 .
v f T (PERSONAL ACKNOWLEDGMENT) .

STATE OF

COUNTY“OF' I
\L’ G ') f".,- . .
\On.-thfk tha.. > __’tf_._...__. day of , 19 » Dersonally appeared before me

.

> %
g "- - Ty e '~ '. -~ ’/
- : 4
“

88.

————

L'-&_:' o O

! tosme known to be the.pprson_. who executed the foregoing instrument as Lessee, and acknowledged that ._.he_

:‘.(Jo7.’,ll,.|\ ““N/

-

: "éxhculed tha same a8 L2 = froe act and deed.

s IN. WFTNE*%‘WHEREOF 1 have hereunto set my hand and affixed my official seal the day and year in this
cerducata’abp}re—wmgn... :
AN '

Myr.Cb{xm;is;a:i;; Ef—!@n;s‘." Notary Public.
A (ACENOWLEDGMENT 3Y ATTORNEY IN FACT)
STATE OF
COUNTY OF 288
On this the day of ~ 19 , personally appeared
before me

to me known Lo be the person__ who executed the foregoing instrument in behalf of

and acknowledged that ._he__. executed the same as the free act and deed of said

DL

IN WITNESS WHEREOF, I have hereunto set my hand and affixed my official seal the day and year in this
certificate above written.

My Commission Expires: Notary Public.

(ACKNOWLEDGMENT BY CORPORATION)

STATE OF TEXAS : ass.
COUNTY OF . Dallas }
On this the 24th day of April , 1934, personally appeared
De Ao LITILE
to me personally known, who being by me duly sworn did say that he is the Preaidant

of wagnolia Tetroleum Company

and that the seal affixed to the foregoing instrument 1s the corporate seal of said corporation, and that said instru-

ment was signed and sealed in behalf of said corporation by authority of its board of directors, and saftd

S

o IS De A. Little
acknowledges said 1nstrument to be the free act and deed of said corporation,

Yr -

: ~ IN WITNESS WHEREOF, 1 have hereuuto set my hand angd fixed my officjal seal the day and year in thia
certificate above written. W

e I

‘,:,My Cbmmlsslop Expires: g g Notary Publlc.

e June 1, 1935,
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OIL AND GAS LEASE

(Discovery Form)

THIS AGREEMENT, dated JULY 1 .19 _85 | between the state of New Mexico, acting

by and through its commissioner of public lands, hereinafter called the “lessor”, and __T_,__ﬂ_._ﬂ_C__EL!AlH_;_\JR_.___

whose addressis __P.0. BOX 2148, SANTA FE, NEW MEXICO 87504

hereinafter called the *“lessee”,
WITNESSETH:

WHEREAS, the lessee has filed in the office of the commissioner of public lands an application for an oil and gas lease covering the
lands hereinafter described and has tendered therewith the required first payment; and

WHERE \S, all of the requirements of law relative to the application and tender have been duly complied with;
THEREFORE, in consideration of the premises as well as the sum of EIGHTY TWO THOUSAAD AND NO/100~----

mmemterrreesereeesemnoeosmesmesesememeasosoos (s 82,000.00 )

the same being the amount of the tender above men‘ioned, and the further sum of § 30.00 filing fee, and of the
covenants and agreements hereinafter contained, the lessor does hereby grant, demise, lease and let unto the said lessee, exclusively, for
the sole and only purpose of exploration, development and production of oil or gas (including carbon dioxide and helium), or both thereon
and therefrom with the right to own all oil and gas so produced and saved therefrom and not reserved as royalty by the lessor under the
terms of this lease, together -ith rights-of - way, easements and servitudes for pipelines, telephone lines, tanks, power houses, stations,
gasoline plants and fixtures for producing, treating and caring for such products, and housing and boarding employees, and any and all
rights and privileges necessary, incident to or convenient for :he economical operation of said land, for oil and gas, with right for such
purposes to the :tee use of oil, gas, casing-head gas or water from said lands, but not from lessor’s water wells, and with the rights of remov-
ing either during or after the term hereof, all and any ir.iprovements placed or erected on the premises by the lessee, including the right
to pull all casing, subject, however, to the ccvenants and conditions hereinafter set out, the following described land situated in the

county of LEA
particularly described as follov's:

, state of New Mexico, and more

Line ) SUBDIVISION Sec. | Twp. | Rge. Acres Institution

1 |NE%, EiNWE 22 175 |35 |240.00 €.S.

0-23 6/14/85
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Said lands having been awarded to lessee and designatcd as Tract No. v-0-10 at a public sale held by the
commissioner of public lands on 6/18 JJ9_88

To have and to hold said land, and all the rights ‘and pm xleges granted hereunder to and unto the lessee for a primary term of five
years from the date hereof, and as long thereafter as oil and gas, or either of them, is produced in paying quantities from said land by lessee,
subject to all of the terms and conditions as hereinafter set forth.

In consideration of the premises the parties covenant and agree as follows:

1. Subject to the free use without royalty, as hereinbefore provided, the lessee shall pay the lessor as royalty one-sixth part of the oil
produced and saved from the leased premises or the cash value thereof, at the option of the lessor, such value to be the price prevailing
the day oil is mn into the pipeline, if the oil be run into a pipeline, or into storage tanks, if the oil is stored.

2. Subject to the free use without royalty, as hereinbefore provided, at the option of the lessor at any time and from time to time. the
lessee shall pay the lessor as royalty one-sixth, part of the gas produced and saved from the leased premises, including casing-head gas.
Unless said option is exercised by lessor, the lessee shall pay the lessor as royalty one-sixth of the cash value of the gas, including casing-
head gas, produced and saved from the leased premises and marketed or utilized. such value to be equal to the net proceeds derived from
the sale of such gas in the field; provided, however, the cash value for rovalty purposes of carbon dioxide gas and of hydrocarbon gas
delivered to a gasoline plant for extraction of liquid hydrocarbons shall be equal to the net proceeds derived from the sale of such gas, in-
cluding any liguid hydrocarbons recoverzd therefrom.

Notwithstanding the foregoing provisions, the lessor may require the payment of royalty for all or any part of the gas produced and
saved under this lease and marketed or utilized at a price per m.c.f. equal to the maximum price being paid for gas of like kind and quality
and under like conditions in the same field or area or may reduce the royalty value of any such gas (to any amount not less than the net
proceeds of sale thereof, in the field) if the commissioner of public lands shall determine such action 1o be necessary to the successful
operation of the lands for oil or gas purposes or to encouragement of the greatest ultimate recovery of oil or gas or to the promotion or
conservation of oil or gas or in the public interest.

This lease shall not expire at the end of the primary term hereof if there is a well capable of producing gas in paying quantities located
upon some part of the lands embraced herein, or upon lands pooled or communitized herewith, where such well is shut-in due 1o the in-
ability of the lessee to obtain a pipeline connection or to market the gas therefrom, and if the lessee timely pays an annual royalty on or
before the annual rental paying date next ensuing after the expiration of ninety days from the date said well was shut-in and on or before
said rental date thereafter. The payment of said annual royalty shall be considered for all purposes the same as if gas were being produced
in paying quantities and upon the commencement of marketing of gas from said well or wells the royalty paid for the lease vear in which
the gas is first marketed shall be credited upon the royalty payable hereunder to the lessor for such year. The provisions of this section shail
also apply where gas is being marketed from said leasehold premises and through no fault of the lessee, the pipeline connection or market
is lost or ceases, in which case this lease shall not expire so long as said annual royaity is paid as herein provided. The amount of any annual
royalty payable under this section shall equal twice the annual rental due by the lessee under the terms of this lease but not less than three
hundred twenty dollars ($320) per well per year; provided, however, that any such annual royalty for any year beginning on or after ten
years from the date hereof shall equal four times the annual rental due by the lessee under the terms of this lease but not Iess than two thou-
sand dollars ($2,000) per well per year; provided further, that no annual royalty shall be payable under this section if equivalent amounts
are timely paid pursuant to another lease issued by lessor and if such other lease includes lands communitized with lands granted hereunder
for the purpose of prorationally sharing in the shut-in well. Notwithstanding the provisions of this section to the contrary, this lease shall
not be continued after five years from the date hereof for any period of more than ten years by the payment of said annual royalty unless,
for good cause shown, the commissioner of public lands, in his discretion, grants such a continuance.

3. Lessee agrees to make full settlement on the twentieth day of each month for all royalties due the lessor for the preceding month,
under this lease, and to permit the lessor or its agents, at all reasonable hours, to examine lessee’s books relating to the productioa and
disposition of oil and gas produced. Lessee further agrees to submit to lessor annually upon forms furnished by lessor, verified reports
showing lessee’s operations for the preceding year.

4. An annual rental at the rate of $1.00 per acre shall become due and payable to the lessor .
by the lessee upon each acre of the land above described and then claimed by such lessee and the same shall be due and payable in advance
to the lessor on the successive anniversary dates of this lease, but the annual rental on any assignment shall in no event be less than for-
ty dollars (340.00).

In the event the lessee shall elect to surrender any or all of said acreage, he shall deliver to the lessor a duly executed release thereof
and in event said lease has been recorded then he shall upon request furnish and deliver to the lessor a certified copy of a duly recorded
release.

5. The lessee may at any time by paying to the lessor all amounts then due as provided herein and the further sum of forty dollars
($40.00), surrender and cancel this lease insofar as the same covers all or any portion of the lands herein leased and be relieved from further
obligations or liabilit: hereunder, in the manner as hereinbefore provided. Provided. this surrender clause and the option herein reserved
to the lessee shall cease and become absolutely inoperative immediately and concurrently with the institution of any suit in any court of
law or equity by the lessee lessor or any assignee, to enforce this lease, or any of its terms expressed or implied.

6. All payments due hereunder shall be made on or before the day such payment is due, at the office of the commissioner of public
lands in Santa Fe, New Mexico.

7. The lessee with the consent of the lessor shall have the rights to assign this lease in whole or in part. Provided, however, that no
assignment of an undivided interest in the lease or in any part thereof nor any assignment of less than a legal subdivision shall be recognized
or approved by the lessor. Upon approval in writing by the lessor of an assignment, the assignor shall stand relieved from all obligations
to the lessor with respect to the lands embraced in the assignment and the lessor shall likewise be relieved from all obligations to the
assignor as to such tracts, and the assignee shall succeed to all of the rights and privileges of the assignor with respect to such tracts and
shall be held to have assumed all of the duties and obligations of the assignor to the lessor as to such tracts.



8. In the event a well or wells producing oil or gas in paying quantities should be brought in on adjacent land which is draining the
leased premises, lessee shall drill such offset well or wells as a reasonably prudent operator would drill under the same or similar cir-
cumstances, provided that no such offset well shall be required if compensatory royalties are paid pursuant to an agreement between the
lessor and the lessee.

9. The lessee agrees to notify the lessor of the location of each well before commencing drilling thereon, to keep a complete and ac-
curate log of each well drilled and to furnish a copy thereof, verified by some person having actual knowledge of the “acts, to the lessor
upon the completion of any well, and to furnish the log of any unfinished well at any time when requested to do so by the lessor.

If any lands embraced in this lease shall be included in any deed or contract of purchase outstanding and subsisting issued pursuant
to any sale made of the surface of such lands prior to the date of this lease, it is agreed and understood that no drilling operation shall be
commenced on any such lands so sold unless and until the lessee shall have filed a good and sufficient bond with the lessor as required
by law, to secure the payment for such damage to the livestock, range, water, crops or tangible improvements on such lands as may be suf-

-fered by the purchaser holding such deed or contract of purchase, or his successors, by reason of the developments, use and occupation
of such lands by such lessee. Provided, however, that no such bond shall be required if such purchaser shall waive the right to require such
bond to be given in the manner provided by law.

10. Indrilling wells,all water-bearing strata shall be noted in the log, and the lessor reserves the right to require that all or any part
of the casing shall be left in any nonproductive well when lessor deems it to the interest of the beneficiaries of the lands granted hereunder
to maintain said well or wells for water. For such casing so left in wells the lessor shall pay to the lessee the reasonable value thereof.

11. Lessee shall be liable and agree to pay for all damages to the range, livestock, growing crops or improvements caused by lessee's
operations on said lands. When requested by the lessor the lessee shall bury pipelines below plow depth.

12. The lessee shall not remove any machinery or fixtures placed on said premises, nor draw the casing from any well unless and
until ail payments and obligations due the lessor under the terms of this agreement shall have been paid or satisfied. The lessee’s right to
remove the casing is subject to the provision of Paragraph 10 above.

13. Upon failure or default of the lessee to comply with any of the provisions or covenants hereof, the lessor is hereby authorized to
cancel this lease and such cancellation shall extend to and include all rights hereunder as to the whole of the tract so claimed, or possessed
by the lessee, but shall not extend to, nor affect the rights of any other lessee or assignee claiming any portion of the lands upon which
no default has been made, provided, however, that before any such cancellation shall be made, the lessor shall mail to the lessee so
defaulting, by registered or certified mail, addressed to the post office address of such lessee as shown by the records of the state land office,
a notice of intention of cancellation specifying the default for which cancellation is to be made, and if within thirty days from the date of
mailing said notice the said lessee shall remedy the default specified in said notice, cancellation shall nc.t be made.

14. If this lease shall have been maintained in accordance with the provisions hereof and if at the expiration of the primary term pro-
vided for herein oil or gas is not being produced-on said land but lessee is then engaged in bona fide drilling or reworking operations
thereon, this lease shall remain in full force and effect so long as such operations are diligently prosecuted and, if they resuit in the pro-
duction of oil or gas, so long thereafter as oil and gas in paying quantities, or either of them, is produced from said land; provided, however,
such operations extending beyond the primary term shall be approved by the lessor upon.written application filed with the lessor on or
before the expiration of said term, and a report of the status of all of such operations shall be mad- by the lessee to the lessor every thir-
ty days and a cessation of such operations for more than twenty consecutive days shall be considered as an abandonment of such opera-
tions and this lease shall thereupon terminate.

If during the drililng or reworking of any well under this section, lessee loses or junks the hole or well and after diligent efforts in
good faith is unable to complete said operations, then within twenty days after the abandonment of said operations, lessee may commence
another well within three hundred thirty feet of the lost or junked hole or well and drill the same with due diligence.

Operations commenced and continued as herein provided shall extend this lease as to all lands as to which the same is in full force
and effect as of the time said drilling operations are commenced; provided, however, this lease shall be subject to cancellation in accor-
dance with Paragraph 13 hereof for failure to pay rentals or file reports which may become due while operations are being conductcd
hereunder.

15. Should production of oil and gas or either of them in paying quantities be obtained while this lease is in force and effect and should\ .
thereafter cease from any cause after the expiration of five years from the date hereof this lease shall not terminate if lessee commences
additional drilling or reworking operations within sixty days after the cessation of such production and shall remain in full force and ef-
fect so long as such operations are prosecuted in good faith with no cessation of more than twenty consecutive days, and if such opera-
tions result in the production of oil or gas in paying quantities, so long thereafter as oil or gas in paying quantities is produced from said
land: provided, however, written notice of intention to commence such operations shall be filed with the lessor within thirty days after
the cessation of such production, and a report of the status of such operations shall be made by the lessee to the lessor every thirty days,
and the cessation of such operations for more than twenty consecutive days shall be considered as an abandonment of such operatioas and
this lease shall thereupon terminate.

16. Lessees, including their heirs, assigns, agents and contractors shall at their own expense fully comply with all laws, regulations,
rules, ordinances and requirements of the city, county, state, federal authorities and agencies, in all matters and things affecting the premises
and operations thereon which may be enacted or promulgated under the governmental police powers pertaining to public health and welfare,
including but not limited to conservation, sanitation, aesthetics, pollution, cultural properties, fire and ecology. Such agencies are not
to be deemed third party beneficiaries hereunder, however, this clause is enforceable by the lessor in any manner provided in this lease
or by law.

17. Should lessor desire to exercise its rights to take in-kind its royalty share of oil, gas or associated substances or purchase all or
any part of the oil, gas or associated substances produced from the lands covered by this lease, the lessee hereby irrevocably consents to
the lessor exercising its right. Such consent is a consent to the termination of any supplier/purchaser relationship between the lessor and
the lessee deemed to exist under federal regulations. Lessee further agrees that it will require any purchaser of oil, gas or associated
substances to likewise waive any such rights.



18. Lessor reserves a continuing option to purchase at any time and from time to time, at the market price prevailing in the area on
the date of purchase, all or any part of the minerals (oil and gas) that will be produced from the lands covered by this lease.
19. Lessor reserves the right to execute leases for geothermal resource development and operation thereon; the right to sell or dispose

of the geothermal resources of such lands; and the right to grant rights-of-way and easements for these purposes.
20. All terms of this agreement shall extend to and bind the heirs, executors, administrators, successors and assigns of the parties

hereto.

In witness whereof, the party of the first part has hereunto signed and caused its name to be signed by its commissioner of public lands
thereunto duly authorized, with the seal of his office affixed, and the lessee has signed this agreement the day and year first above written.
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(PERSONAL ACKNOWLEDGE!IENT)
staTEoF _ NEW MEXICO
COUNTY OF SANTA FE ss.
The foregoing instrument was acknowledged before me this 9th day of July 19_85 by
T. H. McElvain, Jr. —
My cx expires: JO = aq = g(é ()
[ otary Public
‘n (ACKNOWLEDGEMENT ATTORNEY-IN-FACT)
STATE OF
' Lo ss. .
COUNTY QF .
The foregoing instrument was acknowledge before me this day of 19 by
as attorney-in-fact in behalf of

Notary Public

My commission expires:
(ACKNOWLEDGEMENT BY CORPORATION)

STATE OF
5s.
COUNTY OF
The foregoing instrument was acknowledged before me this day of 19
of
(Name) {Title) {Corporation)

corporation, on behalf of said corporation.
Notary Public

My commission expires:



