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UNITED STATES 
DEPARTMENT OF THE INTERIOR 

BUREAU OF LAND MANAGEMENT 

1 F i l e 
SUBMIT I N TRIPLICATE* 

(Olher Instructions on 
reverse side) 

1 *sjfi-429-Wy?o 
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Expires August 31, 1985 

APPLICATION FOR PERMIT TO DRILL, DEEPEN, OR PLUG BACK 
I * . TT l 'K O r WUKK 

DRILL 13 DEEPEN • PLUG BACK • 
b. t i n or WELL 

O I L 
W E I . 

•JAB 
W I L L 

a i N a i . c 
t O N I • t O N U • 

2 . M A U I o r OPEEATOS 

NASSAU RESOURCES, ING, 
3. ADDIEBS or OPEHATOH 

P - 0 5 0 Q l « _ f a r M n S t 2 i l t _ N j H . 87A99 
t location ei«*rl| 

1850' FEL 

4. LOCATIOU or wtLL (Report location eletrlr sod. l> sccordtace with »tr SUte requirements.*) 
At sur, ace • . . . • 

1650' FNL • 
At proposed prod, sone 

1 4 . D I B T A N C t I N U I L I B 1110 B I S E C T I O N r S O M N E 1 B E S T T O W N OB POST O H I C C 

+ 15 miles E SE of Arboles, CO. 

JUL J 2 1989 

°'L CONSERVATION DIV 
SANTA FE 

5. LEASE DE8IUNATI0N AND BEBIAL NO. 

NM_293 39 
( j . IV I N D I A N . AI.LOTTEB 0 1 T U B E N A U B 

7 . U N I T AOBEEUENT N A H I 

Carracas Unit 
8 . T A B U OB LEASE) N A M ! 

Carracas Unit 15 B 
8 . W E L L NO. 

#7 

1 0 . UfE ' t vNCE r » Q U F B O r O B K D * 
LOCATION 1 0 NKABEST 
P I l O T ^ m * OR LEASE L I N E , r T . 

(Also to nearest drlg. unit lloe, if any) 
I S . DISTANCE r i l O M t 'UOrOBED L O C A T I O N * 

1(1 N t U l S B T W E L L . r u U I . I I N O , C O M P L E T E D , 
OK Arruto ro>. ON THIS LEASE, FT. 

~2l~ELEYiT10NB7TSboW-wi^ 

f ^ S ^ Gt~ 6543' KB 

530' 

1 6 . N O . o r I C S E S I N LEASE 

520.0 
1 0 l ' l i n l ' O a t i ) i , E i ' T i i 

3270' 

1 0 . r i E L D AND POOL, OB W I L D C A T 

Basin F ru i t l and Coal 
1 1 . B B C , T., E., M . , OB B L K . 

AND S U S V E t OB ABBA 

G 
Sec. 15, T32N, R4W, NMPM 

1 2 . C O U N T ! OE P 1 B I 8 U 1 8 . B I A T B 

Rio Arr iba NM 
1 7 . NO. O r ACEES AS8I0NED 

TO T H I S W E L L / 

^ / 320.0 
2 0 . R O T A B I OE CABLE TOOLS 

EQtao 
2 2 . AITB.OX. DATE WOBK W I L L B T A B T * 

ASAP 
23. 

PROPOSED CASING AND CEMENTING PROGRAM 

BIZt t O f H O L E 

12-1/4" 
8-3/4" 

SIZE o r CASINO 

9-5/8" 
5-1/2" 

V, t I G I I T l ' t » f O O T 

15.51 

S K T T I N U DEPTH 

350' 
3270' 

QUANTITY O f C E U E N T 

_1 65_cu J t t . c l rc 
1239 c u . f t , c i r c 

to surface. 
-LQ_£u,rf 

v..ijoi 

Plan to d r i l l w i t h spud mud to set 350' of surface casing. W i l l then d r i l l w i t h 
water and gel-chem. mud to test the Fru i t l a n d coal zone at + 3270'. W i l l run 
IES, CDL and Microlog logs. I f w e l l appears productive, w i l l set 5-1/2" casing at TD, 
cementriri, 1 stage, s e l e c t i v e l y perforate, f r a c , clean out a f t e r frac and 

^coinl?leteB,iith 2-7/8" tubing. -EBB*: 

- s i s - i f i l H * § 
x 

'Sap 

VU <:£ 
I L I . 
i.: -jr. 

S J : 

™ JUU0 31989 

OIL CON- DlV. 
DlSt- 3 

iifTr rniie buck, gi 
IN AIIO\ L"si'ACE^DEariiucPROPOSED PROGHAM: K proposal Is to deepen W T H n£ Ijnck, f ive data on present productive sone ami proposed new productive 
zone. If proposal IsMtf 'urlll or deepen dlnclloiuilly, (jive pertinent data on subsurface locutions uud measured and true vertical deptbs. Give blowout 
preventer prprnrn^. If-'miy. 

9 *S«e Instructions 

MANAGER 

evene Side 
T i t l e 18 I) . S. Seel ion 1001, makes i l u crime for any person knowingly and w i l l f u l l y lo make lo any department or agency of the 
United Slates any fa lse , f i c t i t i o u s or fraudulent statements or represent al i cms us In any mailer wi th in lis jur i sd i d inn. 



State of New Mexico 
Energy, Minerals and Natural Resources Department 

Form C102 
Revised 1-1 S9 

, Hobbs, NM 88240 

Drawer DD. Artt.ii, NM I82IO 

IOOO Rio Bruot Rd.. Aztec, NM 87410 

OIL CONSERVATION DIVISION 
P.O. Box 2088 

Santa Fe, New Mexico 87504-2088 

WELL LOCATION AND ACREAGE DEDICATION PLAT 
All Distances must be horn the outer boundaries ot Ihe saction 

- ' -';,ivr-> 

Operator 

!0;f;; Nassau Resources, Inc . 

Lease 

Carracas Uni t 15 B 

Wtll No. 

7 
Uni Lout 

me*-
Section 

15 

Town ship 

32 North 

Range 
4 W e s t NMPM 

County 

Rio Ar r iba 
Actual Footage Location of Well: 

It^ 1650 fea from m e North line and 1850 feel from Ihe East line 
Ground level Elev. Producing Formation Pool Dedicated Acreage: 

6535 F r u i t l a n d Coal Bas in F r u i t l a n d Coal 3 20.0 Acres 
I . Outline Ihe acreage dedicated lo (he subject well by colored pencil or hachure marts oo (he plat below. 

fr. -
2 If more than one lease is dedicated lo die well, outline each and identify Ihe ownership thereof (both ss to working interest and royalty). 

' 3. If more than one lease of different ownership it dedicated lo ihe well, have the interest of all owners been consolidated by cotruruniliialion, 
'• unitization, force pooling, etc.? 

Q Yet Q No If answer it "yes" lype ofcooaolidau'on C a r r a c a s U n i t - U n i t i z a t i o n 
If answer it "no" list tbe owners and tract description! which have actually been consolidated. (Use reverse side of 
Hut form if neccessary. 
No allowable will be assigned to Ihe well until all inlertsis have been consolidated (by comnuiniuuiion, unitization, forced-pooling, or otherwise) 
or until a non-standard unii, eliminating such inierca, has been approved by the Division. 

fcjO 

•Xt 

1 
cn 
o 
6S 

.-.tv 

O CI - IJ ; 

f i -
i i " 1 

\M 
<. > O | * 

1650' 

SECTION 15 

Various Fee 
Leases 

1850' 

330 (60 990 

I 
I 

_ l . 
1320 

I 
Dalport O i l Coijp. 
100% i 
NM 29339 

1&50 I»»i0 2310 2440 2000 1500 1000 500 

OPERATOR CERTIFICATION 
/ kiitby cinify tkat tkt information 

contojnid ktriin ufj autAnd compliU to tkt 
toflfsy Uawitdjji itfflfuiuj. 

nnUdNarnt 

F i e l d Supt 
Position 

Nassau Resources. Inc, 
Company 

5/5/89 
DaU 

SURVEYOR CERTIFICATION 

/ ktrtbf ctrtify bat tkt will location ikown 
IM tkis plat was ptotitd from fuld notu oj 
actual turvtyt mad* bf mt or under my 
lufurvisoH. and tkat tkt tarn* it true and 
con id lo tkt but of my laowttdt* and 
btluf. 

Data Surveyed 
March ' " A 

Certi 

Edga r l i t , R Hsanti.Sr}& r.%\%\. S 
^ ' i f m - i H * * 





KELLAHIN, KELLAHIN and AUBREY 

W. Thomas Kellahin 
Karen Aubrey 

Jason Kellahin 
Of Counsel 

Attorneys at Law 

El Patio - 117 North Guadalupe 
Post Office Box 2265 

Santa Fe, N e w Mexico 87504-2265 FAX 505/982-2047 

Telephone 982-4285 
Area Code 505 

August 10, 1989 

HAND-DELIVERED 

Michael E. Stogner, Examiner 
O i l Conservation D i v i s i o n 
Post O f f i c e Box 2088 
Santa Fe, New Mexico 87501 

Re: Case No. 9717 - A p p l i c a t i o n of Nassau Resources, Inc. 
f o r Compulsory Pooling, Rio A r r i b a County, New Mexico 

Dear Mr. Stogner: 

I enclose a proposed order f o r your co n s i d e r a t i o n i n 
connection w i t h the above captioned case which was heard on 
August 9, 1989. Nassau Resources, Inc. would appreciate i t 
i f you could expedite t h i s Order since they have a d r i l l i n g 
r i g i n the area. 

Please l e t me know i f I may provide you w i t h a d d i t i o n a l 
i n f o r m a t i o n or documents. 

KA: rs 
Encl. 

CC : Kent Craig - Nassau Resources 



RECEIVED 
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OIL AND GAS LEASE Ans'd 

A G R E E M E N T . Made a n d e n t e r e d I n t o the 2 9 t h d a } . ( j ( J U l i e ^ 19 ^ . b y and b e t w e e n 

Norma Maria Madrid 

P. 0. Box 1293, Ferndale, Washington 98248 
w b o s c pos t o f f l c t address Is _ „ i „ . _ _ . he r etna ( ter ca l led I.e ssor ( w h e t h e r one or m o r e ) . m i l 
Kindermac PartnerSTTTCDlorado fi,n s f [ S ) . s u 1225 , Denver, TO 

g e n e r a l p a r t n e r s h i p whose pos t o f f i c e address i s _ M e ^ -J- l l t l l t j - J l . , . J U I I C h e r e i n a f t e r cal led Lessee: 

W I T N E S S E T H , T h a t the Lessor , l o r and in eons idera 1 i o n o f 

Ten and [nore DOLLARS 
cash In h a n d p a i d , the r ece ip t o f w h i c h is h e r e b y a r k n o w h d^ed , and lhe c o w n a n l s and . i c t c r n i c n l s he re in a I ter c o n t a i n e d , has Kra n ted , de mised , 
leased and l e t . and hy these presen ts does K i a n l . d e m i s e , lease and let e x c l u s i v e l y u n t o Ihe s o d Lessee. Ihe land h e r e i n a f t e r d e s c r i b e d , w i t h the 
exc lu s ive r i g h t I n r the p u r pose o f m i n i n g . u x p l u r ii>K hy g e o p h y s i c a l ani l o t h e r m e t h o d s , and n p c r a l i n i : (or and p roduc inc . I here f r o m o i l and al l (,is o f 
w h a t s o e v e r nalvire or k i n d , w i t h r i g h t s o f way and easements f o r l ayh i r . lupe l ines , and i i r i l i i i i i o f s l i u c t u r e s t h e r e o n to p i o d u c e , save and take (a te 
of said p r o d u c t s , al l (hat c e r t a i n t r ac t o f land s i t u a t e d i n the C o u n t y o f R j 0 _ _ A V 1 1 b a 
S la t e o f N e W M e X i C O desc r ibed as f o l l o w s. to w i t : 

Towns hi p_ 32 Nort h ̂  Ran 3 e _4 _W e s t 
Section 15: E/2NE/4 , "NE/4SE/4 

and c o n t a i n i n g 1 £ U acres, m o r e o r less. ; f 1 V 6 
1. I t is agreed t h a t t h i s lease shal l r e m a i n In f o r c e f o r a t e r m of X X /> t . t r s f r o m th i s da le and as long t h e r e a f t e r as o i l or gas o f wha t soever 

n M u r e o r k i n d Is p r o d u c e d f r o m said leased premises * 1 r 011 acreage p o o l e d t hen.' iv i t h , or d r i l l i n g o p e r a t i o n s are c o n t i n u e d ns h e r e i n a f t e r p r o v i d e d . 
I f , at the e x p i r a t i o n o f the p r i m a r y t e r m o f (h is lease, n d or cas Is n o t l i r i n c p r o d u c e d o n the leased premises or o n acreage p o o l e d t h e r e w i t h bu t 
Lessee is. t h e n engaged In d r i l l i n g o r r e - w o r k i n g o p e r a t i o n s t h e i e o n , t h e n t ins lease shall c o n t i n u e in fo rce so I H O K as o p e r a t i o n s are be ing c o n t i n u ­
ous ly p r o s e c u t e d o n the leased p remises or o n acreage p o o l e d t h e r e w i t h ; and op c r a I ions shall be e u m . i d c i c d to be co n I i 11 u o 11 sl > p ro secu t ed if no t 
m o r e t h a n n i n e t y <*)0) days shal l elapse b e t w e e n the c o m p l e t i o n or a b a n d o n m e n t o f one w e l l and the b e g i n n i n g o f o p e r a t i o n s f o r the d u l l i n g o f .1 
subsequen t w e l l . I f a f t e r d i s c o v e r y o f o i l or gas o n said l and or o n acreage p o n i e d t h e r e u i t l i , the p r o d u c t i o n t h e r e o f shou ld cease f r o m any cause 
a f t e r the p r i m a r y t e r m , t h i s lease shal l n o l t e r m i n a t e i f Lessee c o m m e n c e s a d d i t i o n a l d r i l l i n g «>i r e - w o r k i n g o p e r a t i o n s w i t h i n n i n e t v (<)<>) davs f r o m 
da l e o f cessa t ion o f p r o d u c t i o n o r f r o m date o f c o m p l e t i o n o f d r y l o d e . I f o i l or gas shall be d i scove red and p r o d u c e d us a resul t o f such opera­
t i o n s a l or a f t e r the e x p i r a t i o n o f the p r i m a r y t e r m of th i s b ase, th i s lease shall c o n t i n u e in f o r c e so lung as o d or e.as is p r o d u c e d f r o m the leased 
premises o r o n acreage p o o l e d t h e r e w i t h . 

2. T h i s is a P A I D - U P L K A S K , I n c o n s i d e r a t i o n o f the d o w n 1 ash pav n n i i l , Lessor agrees t h a i Lessee shall n o t he nb lie, a t e d , e x c e p t as o the r ­
wise p r o v i d e d h e r e i n , t o c o m m e n c e or c o n t i n u e anv o p e r a l i o n s d u r i n g the p r i m a i v t e r m . Lessee mav al a m t i m e or t imes d u r i n g or a f te r (he p r i ­
m a r y t e r m s u n c u d i r t h i s lease as t o alt or anv p o r t i o n o f said l and and as to a m strata or s t r a t u m bv d e l i v e r i n g i o Lessor or bv f i l i n g f o r r e c i u d a 
release o r releases, and be r e l i eved o f a l l o b l i g a t i o n t h e r e a f t e r a c c r u i n g as to the ai reagc s 111 r c nd e r ed . 

3. I n c o n s i d e r a t i o n o f the p remises the .sa id Lessee covenan t s and agrees: 
1st. T o de l i ve r to the c r e d i t o f Lessor, f ree o f cos t , in lhe p ipe line to u h i r h Lessee mav c o n n e c t we l l s o n said l a n d , the equa l o n e - e i g h t h 

( 1 / 8 ) par t o f a l l o i l p r o d u c e d and saved f r o m the leased premises 
2 n d . T o pay Lessor one-e i i ' . h lh ( ! / H ) o f the gross p roceeds each year, payab l e q u a t l e r l v , (or the e.as f r o m each w e l l whe re gas o n l y is 

f o u n d , w h i l e the same is be inn used o f f the premises , and if used in the m a n u f a c t u r e o f n a so hue a r o y a l l y o f o ne - e igh th ( I / H), pa va ble 
m o n t h l y at the p r e v a i l i n g m a r k e t rate f o r e.as. 

3 r d . T o pay Lessor f o r cas p r o d u c e d f r o m any o i l w e l l and used o f f lhe premises or in the m a n u f a c t u r e of gasoline or any o t h e r p r o d u c t 
a r o y a l t y o f o n e - e i g h t h ( I / 8 ) o f the p roceeds , at t in - m o u t h n f the vv e l l , pav able nu MI (h I v at lhe p r e v a i l i n g m a r k e t r a l e . 
4. Where gas f r o m a w e l l ca l lab le o l p r o d u c i n g gas is n o t sold or used. Lessee mav pay 01 t ender as r o y a l t y (o the r o y a l t y owner s One 

D o l l a r per year per ne t r o y a l t y acre r e t a i n e d h e i e u n d e r . such p a y m e n t or t ende r to be made o n n i b e f o r e the ann iversa ry dale of th i s lease ne\V 
CP sui UK a f t e r the ex p i ra t i o n o f 'JO davs f r o m the date su 1 h Well is shut H I and I In 1 e it le i o n m I n - f n i r the . I M I U U I S . I I v date o f th i s l i ' . i s f d u i i i i i ; I he 
p e r i o d such w e l l is shut i n . I f such p a y m e n t or t ende r is made , it w i l l In* 1 onside red tha t i:as is be ing p t o d u c e d w i t h i n the m e a n i n g o f th i s b ase. 

T>. I f said Lessor o w n s a less in te res t in the above- descr ibed land than lhe t i i l u t and u n d i v i d e d lee s imp le estate t h e r e i n , t hen the r o v a l l i c s 
( i n c l u d i n g any s h u t - i n gas r o y a l t y ) h e r e i n p r o v i d e d f o r shall be pa id the Lessor on lv in the p i o p o r t t o n t v l m h Lessor 's in ie res t beats lo the w h o l e 
and u n d i v i d e d fee. 

0. Lessee shal l have the l i g h t t o use, f r ee of trust, gas, m l and wa te r p i o d u c c d o n said l aud i n r Lessee's o p e r a t i o n t h e i e o n , excep t water l i m n 
the we l l s o f Lessor . 

7. W h e n reques ted by Lessor, Lessee shall b u r y Lessee's p ipe l ine b e l o w p l o w d e p t h . 
8. N o w e l l sha l l be d r i l l e d nearer t h a n 2 0 0 fee t to the house or b a r n now o n said premises w i l h o u t w i i t t c n consen t o f Lessor, 
9. Lessee shal l pay f o r damages caused h y Lessee's o p e r a t i o n s to g r o w i n g i m p s o n said l a u d . 

10. Lessee sha l l have the r i g h t at a n y l i m e l o r e m o v e a l l mat h i n c r v and f i x t u r e s p l a t e d o n said premises , i n c l u d i n g the r i g h t t u d r a w and 
r e m o v e casing. 

1 I . T h e r i g h t s o f Lessor and Lessee h e r e u n d e r m a y he assigned in w h u l e or p a r t . N o change in o w n e r s h i p o l Lessor 's in te res t (by ass ignment 
or o t h e r w i s e ) shal l be b i n d i n g 011 Lessee u n t i l Lessee has been f u r n i s h e d w i t h n o t i c e , cons i s t i ng o f c e r t i f i e d copies o f a l l r e c o r d e d i n s t r u m e n t s or 
d o c u m e n t s a n d o l h e r i n f o r m a t i o n necessary l o es tabl i sh a c o m p l e t e c h a i n o f r e c o r d t i t l e f r o m Lessor, and t h e n o n l y w U h lespect t o p a y m e n t s 
t h e r e a f t e r m a d e . N o o t h e r k i n d o f n o t i c e , w h e t h e r a c t u a l or c o n s t r u c t i v e , shall be b i n d i n g 011 Lessee. N o present or f u t u r e d i v i s i o n o f Lessor 's 
o w n e r s h i p as t o d i f f e r e n t p o r t i o n s or parce ls o f said l a n d shal l opera te to enlarge the o b l i g a t i o n s or d i m i n i s h Ihe r i gh t s of Lessee, and al l Lessee's 
o p e r a t i o n s m a y be c o n d u c t e d w i t h o u t regard, to anv such d i \ sxion. I f al l or an v p a r i o ( t h i s le a se is a ssigned. 110 Icaseh o l d ow m i sh al l be l i ab le (or 
any act or o m i s s i o n o f any o t h e r l easeho ld o w n e r . 

12 . Lessee, at i ts o p t i o n , is h e r e b y g iven the r i g h t and p o w e r .it any l i m e and f r o m t i m e t o l i m e as a r e c u r r i n g r i g h t , e i t he r b e f o r e or a l t e r 
p r o d u c t i o n , as t o a l l o r any p a r t o f the l and d e s c r i b e d l u t e i n and as to any one or m o r e o f the f o r m a t i o n s h e i e u n d e r , to p o o l or u n i t i z e tbe lease­
h o l d estate a n d the m i n e r a l estate c o v e r e d bv th i s lease vv i I h o t h e r l a n d , lease or lea as in lhe i m m e d i a t e v i e i n i l y f o r the p i o d u c t i m i of o i l and gas, 
or separa te ly f o r the p r o d u c t i o n o f e i t h e r , w h e n i n Lessee's j u d g m e n t it is necessarv or advisable to d o so, and i r r espec t ive of whe the r a u t h o r i t y 
s i m i l a r to t h i s e x ists w i t h respect to such o l h e r l and , lease or lease s. I .ihe v-. Ke . u n i t s p rev m o sl v ( o r m e d I o i n c l u d e f o r m a t i o n s n o l p r o d u c i n g o i l 11 r 
gtfS. m a y be r e f o r m e d l o e x c l u d e such n o n - p r o d u c i n g f o r m a t i o n s . The f o r m i n g or r e f o r m i n g of any u n i t shall be a c c o m p l i s h e d bv Lessee e x e c u t i n g 
and f i l i n g o f r e c o r d u d e c l a r a t i o n o f such u n i t i z a t i o n or r e f o r m a t i o n , n i n t h d e e l i r a l i n n shal l desenbe the u n i t . A n y u n i t may i n c l u d e l and u p o n 
w h i c h a w e l l has t h e r e t o f o r e been c o m p l e t e d or u p o n w h i c h o p e r a t i o n s fo r d r i l l i n g have t h e r e t o f m e been c o m m e n c e d . I ' M u l i u i i i i i i , d i i l l i u g or re­
w o r k i n g o p e r a t i o n s o r a w e l l shu t iu f o r w a n t o f a m a r k e t a n y w h e r e o n a u n i t -v 1 nt b i I U hides al l or a par t o f th i s lease sl t ,1II be t r ea ted as if i I vv e 1 e 
p r o d u c t i o n , d r i l l i n g or r e w o r k i n g o p e r a t i o n s or a w e l l shut in f o r u . m t o f a m a r k e t unde r Ibis lease. I n l i eu o f lhe r o y a l t i e s e lsewhere here in speci­
fied. , I n c l u d i n g s h u t - i n gas r o y a l t i e s , Lessor shall receive o n p r o d u c t i o n f r o m the u n i t so p o o l e d r o y a l t i e s o n l y o n the p n i t i o n o f such p r o d u c t i o n 
a l l o c a t e d t o t h i s lease; such a l l o c a t i o n shal l he l ha I p r o p o r t i o n o f the u n i t p i o d u ct t o n tha t the t o t a l n u m b e i o f sui (ace act es cove ted b v th i s h ase 
a m l I n c l u d e d i n the u n i t hears t o the t o t a l n u m b e r o f surface acres in sm h u n i t , l u a d d i t i o n l o the f o r e g o i n g . Lessee shall have the r i g h t l o u n i t i z e , 
p o o l , o r c o m b i n e a l l or any p a r t o f the above t lesci i bed land s as lo one or m o r e of the f o r m a t i o n s I he i eu ude i w i t h o t h e r land s 111 the same gem i al 
area by e n t e r i n g i n t o a c o o p e r a t i v e or u n i t p l a n o f d e v e l o p m e n t or o p e r a t i o n a p p r o v e d by any g o v e r n m e n t a l a u t h o r i t y a n d . ( t o r n t i m e (o (1 ne, 
w i t h l i k e a p p r o v a l , to m o d i f y , change or t e r m i n a t e any stu b p lan or agreement a n d , in s t u b even t , the t e r m s , c o n d i t i o n s and p r o v i s i o n s ot th is 
lease shal l be d e e m e d m o d i f i e d l o c o n f o r m to the t e r m s , c o n d i t i o n s , and p r o v i s i o n s of such a p p r o v e d c o o p e r a t i v e or u n i t p l a n of d e v e l o p m e n t or 
o p e r a t i o n a n d , p a r t i c u l a r l y , a l l d r i l l i n g and d e v e l o p m e n t r e q u i r e m e n t s uf t h i s lease, express or i m p l i e d , shall be sa t i s f ied by c o m p l i a n c e w i t h the 
d r i l l i n g and d e v e l o p m e n t r e q u i r e m e n t s o f such p l a n o r ag reemen t , and th i s lease shall n o t t e r m i n a t e or e x p i r e d u r i n g the l i f e of such p lan 01 agree­
m e n t , i n the event t h a t said above desc r ibed lands or any pa t t t h e r e o f , shall h e r e a f t e r he o p e r a t e d u n d e r any sui h c o o p e r a t i v e or u n i t p l an o f 
d e v e l o p m e n t or o p e r a t i o n w h e r e b y the p r o d u c t i o n t h e r e f r o m is a l l o c a t e d to d i f f e r e n t p o r t i o n s o f the laud covc ;ed by said p l a n , t h e n the p t o d m -
l i o n a l l o c a t e d t o any p a r t i c u l a r t r ac t o f l and sha l l , f o r the pu rpose o f c o m p u t i n g t l ie r o y a l t i e s to he pa id he reunde r to Lessor , he regarded as hav ing 
been p r o d u c e d f r o m lhe p a r t i c u l a r t r a c t o f l a n d to is Inch it is a l l o c a t e d and no t to a m o ther t r ac t of l a n d ; and the iov a ! l \ pa y m e n ts to be made 
he reunde r to LessfU shal l be based u p o n p r o d u c t i o n o n l y as so a l l o c a t e d . I,ess..i shall f o r m a l l y c x p i e s x Lessor 's consent to anv c o o p e r a t i v e 01 u n i t 
p l a n o f d e v e l o p m e n t o r o p e r a t i o n a t l o p l e d by Lessee and a p p r o v e d by any g o v e r n m e n t a l agency hy e x e c u t i n g the same u p o n i c q u c s l of Lessee. 

13. A l l express o r i m p l i e d c o v e n a n t s o f th i s lease shall be sub j i ct to al l 1 'e t h r a I and S ta l e L a w s . L x ecu t iv c Orde r s , l l u les or R e g u l a t i o n s , and 
th i s lease shal l n o t be t e r m i n a t e d , in w h o l e or in p a r t , no r Lessee he ld l iable in damage*,, f o r f a i l u i e l o c o m p l y t h e r e w i t h , l( c o m p l i a n c e is p r e x e n l e d 
b y , o r i f such f a i l u r e is the resu l t o f , any such La vv . O r d e r , H u l e or R e g u l a t i o n . 

I 1. Lessor he reby w a r r a n t s a n d agrees l o d e f e n d the t i t l e to the lands he re in desc u b e d . and a g u e s tha t the Lessee shall have lhe r i g h l a l anv 
t i m e l o r e d e e m f o r Lessor , by p a y m e n t , unv mor tgages , taxes or o l h e r hens cm the above desc r ibed lands , in (be event o f d e f a u l t o f p a y m e n t bv 
Lessor and be s u b r o g a t e d to the r i g h t s o f the h o l d e r t h e r e o f . and lhe unde r s igned Lessors, (or themselves and the i r l i e n s , suet essois and assigns, 
hereby su r r ende r and release a l l r i g h l o f d o w e r aod h o m e s t e a d m the premises desc r ibed h e r e i n , insofar ,1 s said r i gh t of d o w e r and homes tead may 
hi any way a f f e c t the pu rposes f o r w h i c h th i s lease is made , as r e c i t e d h e r e i n . 

1 b. S h o u l d any one o r m o r e o f the pa r t i e s h e r e i n a b o v e i i . i i m d as I « , a u f a i l l o C M I u i e (his lease, i t shall nevertheless be b i n d i n g u p o n al l 
such pa r t i e s w h o d o e x e c u t e It as Lessor . The w o r d " L e s s o r , " as used in th is base , shall mean any one or more or a l l o f the p a 1 I ic s, _vv h o execu te 
th i s lease as Lessor . A l l the p r o v i s i o n s o f t h i s lease shall be b i n d i n g o n the h i us . sueeexxots and a ,Mgns o( l.essoi and Lessee. 

I N W I T N ::SS W l I K R K O K , t h i s i n s t r u m e n t is e xecu ted 11 s u f t he d a ( e ( u sl abov e vv I it 1 en • ^ \ \ j V .* | , '• 

flornia Maria Madrid ' ;] 0 ; * 
——— • r"viCU ^:Z7> 

c^/ 



STATE OF O ^ s v V y ^ u - r : o . Oklahoma, Kansas, Ntv» Mtxku, Wstvmim;. Mimlana, Colorado, I'lalt, 
Nilirusku, Nnrlh Dakota, Sunlit I>jki>fj 

A( KNOW I I I K . M l N l — IN 1)1 \ 11)11 A l . C O U N I Y OF s o VA ft Ter o f w 

BEFORE ME, lhe undersigned, a Noiary Public, in and for said County and Stale, on iliis 1 

day of •—^ S ^ , personally appealcd.f^Ssi^.^ A. ^ L\ Q - , . J X J ^ V S J D 

/ . 

and. 

, lo me known lo be llie identical person__= , ilesciibed in and who execulcd 

the witliin and foregoing instrument of writing and acknow ledged to me that iiW..-< duly executed Ihe same as A free 
and voluntary act and deed for the uses and purposes thciein set forth. 

IN WITNESS WHEREOF, I have hereunto set my hand and affixed mv notarial seal the day and year last above written. 

My Commission Fxpires "~S - H - *H ' ~. V- . . 
Notary Public. 

STATE OF_ 

COUNTY OF_ 

OUutuima, Kansas, New Mexico, \ \ >(idling, Montana, Colorado, Ulan, 
Ncbruska, Nnrlli Dakota, South Dakota 

At KNOW1 I I K ; M I : N T — I N D I V I D U A I . 

BEFORE ME. Ihe undersigned, a Noiary Public, in and for said Couniy and Slate, on this, 

day of . , 19 , personally appeared 

and _ _ 

vo ?.m It) ine known lo be the iilenlieal peison . , ilesciibed in and who exculed 

the within and foregoing itfm££)cii|sjf Y/iljng\j3iiUj»aO"itfwledgcd lo me ihal duly executed Ihe same as free 
and voluntary act and deed f ° ^ J £ R | ^ * 5 a ^ p p ] I T J E b ^ ^ R ' c ' n s c l ' o r , M -

IN WITNESS \\4fiVlJrJaE^LliGevli.QGrCo ^ j u v - h f U d and affixed my notarial seal the day and year last above written. 

My Commission E x p | j ^ k _ _ ^ / £ p c f 2 P c f j e -C^S?~-~Jo\ / 
Notary Public. 

3l)L2<< 1389 
STATE OF D A V t D ~ S r ^ H / K ' t Z A( KNOVVl I 1>(;MI NT (Inr use b) Corporation) 

COUNTY O F _ / ^ j n i y Clerk-Rio-Arr jba County 

On l h i s _ j L ~ ^ s _ ^ /. A.D. 19 , before me personally 

appeared By / - j - - ' - CjjP_^jy )r̂ _ , to me personally known, who, being by 

me duly sworn, did say that he is lhe 

and ihal Ihe seal affixed to said instrument is the corporate seal of said corporation 

and that said insiruitriefit was signed and sealed in behalf of said corporation by authority of its Hoard of Directors, and said 

•' Q S • ' ' - / / ' • ^ acknowledged said instrument to be Ihe free act and deed of said corporation. 

;' ' \ v i ' n M ^ | 0 > t t t ^ l and se'ql(i),is day of A.D. 19 

' / * 

My Commissioritixplfe^" 

Notary Public. 

o 

o 

o 
U 
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o 
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r u o D U c m i s R R P A I D or 
Hn . r>-no. No. 2 

A C R E K M I ' N T . M a d e a n d e n t e r e d I n t o t h e . 

on. AM) <;AS M A S K 
29th June 

RECEIVED 

.11)1. I 9 1989 

E l i z a b e t h Ann T r o x e l l , j o i n e d he re in by her husband James W. Troxel1 

, ... ,, , 6 1 1 Pop la r , r a r m i n g t o n , NM 87301 
IS p o s t o f f i c e n d d r c s s is _ ' , ^ ' 

Kindermac Pa r tne rs ; ' a Colorado general p a r t n e r s h i p u '"' 
W I T N T S S K l I I , 1 l i a l t h r L e s s o r , t o r a n d i n c o n s i d e 

h e r e i n a f t e r c a l l e d L e s s o r ( w h e t h e r o n e o r m o r e ) a n d 

, 650 S. Cherry S t . , Su i te 1 ? ^ , ^ 80222 
Ten and more D O L L A R S 

c a s h i n h a n d p a i d , t h e r n r i p t o f w h i c h is h c r c h v a c k n o w l e d g e d , a m i t h e c o v e n a n t s a r i d a g r e e m e n t s h e r e i n a f t e r c i i t n i u r d , h a s e r a n t e d . d e m I s e d , 
l e a s e d n n d l e t , a n d b v t h e s e p r e s e n t s d o r * g r a n t , d e m i s e , h -ase- a n d l e t e x c l u s i v e l y u n t o t h e s a i d L e s s e r , t h r l a n d h r r r i n n f t e r d e s c r i b e d , w i t h I h r 
e x c l u s i v e r i g i d f o r t h e p u r p o s e o f m i n i n g , e x p l o r i n g b v g e o p h y s i c a l a n d o t h e r m e t h o d s , a n d o p e r a t i n g f o r a n d p r o d u c i n g ( h e r e f r o m o i l a n d a l l g a s o f 
w h a t s o e v e r n a t u r e o r k i n d , w i t h r i g h t s r d w a v a n d e a s e m e n t s f o r l a v i n g p i p e l i n e s , a n d e r e c t i o n o f F ' r u r t u r c s t h e r e o n t o p r o d u c e , s a v e a n d l a k e c a r e 

R l O A V i ^ T O r l 
o f s a i d p r o d u c t s , a l l t h a t c e r t a i n t r a c t o f l a n d s i t u a t e d I n t h e C o u n t y c d ' U O . 

state of New Mexico , r le s c r i b e d as f c 

Township 32 N o r t h , Range 4 West 
Sec t ion 15: E/2NE/4, NE/4SE/4 

d 120 m t a i n i n g f . ^ i V a c r e s , m o r e - m l e s s . 
1 . H is a c i c e d t h a t t h i 1 : b a s e s h a l l r e m a i n i n f o r c e f o r 

n a t u r e o r k i n d is p r o d u c e d f l c u r i s a i d l e a s e d p r e m i s e ' s m o n , 
I f , a t t h e e x p i r a t i o n o f t h e p r u n n r v t e r m cd t h i s l e a s e , o d o r 
L e s s e r is t h e n e n g a g e d i n d r i l l i n g o r r e - w o r k i n g o p e r a t i o n s (1 
o u s l v p r o s e c u t e d o n I h e l e a s e d p r e m i s e s o r o n a c r e a g e p o o l , d t i n r r t \ 
m o r e t h a n n i n e t y ( ! !M ) d a \ s s h a l l e l a p s e b e t w e e n t h e c o m p l e t i o n o r a 
s u b s r r p i r n i w e l l . I f a f t e r d i s c o v e r y o f r>i l o r gas- o n s a i d l a n d o r o n ,u 
a l t e r t h e p r i m a r y t e r m , t h i s lease- s h a l l n o t t e r m i n a t e i l Lesse e- , - o m m e i 
da te - o f c e s s a t i o n o f p r o d u c t i o n o r f r o m d a t e o f c o m p l e t i o n o f d r v h 
t i o b s a t o r a f t e r f h e e x p i r a t i o n o f t h e p r i m a r y t e r m c d t h i s l e a s e , t h i " : 
p r e m i s e s cor o n a c r e a g e p o o l e d t h e r e w i t h . 

2 . [ h i ? , is a P A I D - U P L L A S L . I n i - n n s i d e r a ( i n n o f (he 
w i s e p r o v i d e d h e r e i n , t o c o m m e n c e o r c o n t i n u e a n v o p e - r a t i 
m a r v t e r m s u r r e n d e r t h i s l e a s e a s l o a l l o r a n y p o r t i o n o f s, 
r e l e a s e o r r e l e a s e s , a n d b e r e l i e v e d o f a l l o b l i g a t i o n t h e r e a f t e r 

. '1. I n c o n s i d e r a t i o n o f t h e p r e m i s e s t h e s a i d L e s s e e e o 

. f i v e 
o f K M / v e a r s f r o m t h i s d a t e a n d as l o n g t h e r e a f t e r as f d ! o r gas o f w h a t s o e v e r 

p o o l e d t h e r e w i t h , n r d r i l l i n g o p e r a t i o n s a r c c o n t i n u e d as h e r e i n a f t e r p r o v i d e d , 
t o l b e i n g p r o d u c e d o n t h e l e a s e d p r e m i s e s o r o n a c r e a g e p o n i e d t h e r e w i t h h u t 
t h e n t h i s l e a s e s h a l l c o n t i n u e i n f o r c e so l o n g as o p e r a t i o n s a r e b e i n g c o n t i n u ­

a n t ! o p e r a t i o n s s h a l l h e c o n s i d e r e d t o b e c o n t i n u o u s l y p r o s e c u t e d i f n o t 
l o n m e n t o f o n e w e l l a n d t h e b e g i n n i n g o f o p e r a t i o n s f o r t h e d r i l l i n g o f n 
r p o o l e d t h c r c w i f h , f h e p r o d u r f i o j i ( . h e r e o f s h m d d e r a s e f r o m a n y c a u s e 
a d d i t i o n a l d r i l l i n g o r r e - w o r k i n g o p e r a t i o n s w i t h i n n i n e t y ( 9 0 > d a v s f r o m 

! f o i l o r g a s s h a l l b r i l i s c o v c r e d a n d p r o d u c r d ns a r e s u l t o f s u c h o p e r a -
c s h a l l c o n t i n u e i n f o r c e so l o n g as o i l f i r g a s is p r o d u c e d f r o m t h e l e a s r d 

b i n n c a s h p a y m e n t , L r s s o r a g r e e s t h a t L e ssee sh a l l n o t b r o b l i g a t e d , e x c e p t as o ( h e r -
i s d u r i n g t h e p r i m a r y t e r m . Lessee- m a y a t a n y t i m e o r t i m e s d u r i n g o r a f t e r t h r p r i -
1 l a n d a n d as t o a n v s t r a t a o r s t r a t u m b v d e l i v e r i n g t o L e s s o r o r b y f i l i n g f o r r e c o r d a 
r e n t i n g as t o t h e a c r e a g e s u r r e n d e r e d , 
n a u f s a n d a g r e e s : 

1 s t . T o d i l i v e r t o t h e c r e d i t o f L e s s o r , f r e e o f c o s t , i n l h e p i p e 
( 1 / R ) P a r t c d a l l n i l p r o d u c e d a n d s a v e d f r o m t h e l e a s e d p r e m i s e s . 

2 n d . T o p a v L e s s o r o n e - e i g h t h ( 1 / H ) o f ( I v g r o s s p r o c e e d s r 
f o u n d , w h i l e t h e s a m e is b e i n g u s e d o f f t h e p r t i n i s e s , a m i i f u 
m o n t h l y a l t h e p r e v a i l i n g m a r k e t r a l e f o r g a s . 

3 r d . T o p a v L e s s o r f o r g a s p r o d u c e d f r o m a n v o i l w e l t a n d us , 
a r o y a l t y o f < m e e i e . h l h ( I I H ) o f t h e p r o c e e d s , a f l h e n u m t h o f t h e 
b VY h e r e g a s f r o m a w e l t c a p a b l e o I p r o d u c i n g , gas is n u t so Id 

l a r p e r v c a r p e r n e t r o v a l t v a c r e re t a i n e d l i e n u n d e r , s m h p a v m e n t o r It t ide i 
e n s u i n g a f t e r t h e e x p i r a t i o n o f !K1 d a v s f r o m t h e d a l e s u * h w i 11 is s h u t i n a n d t h 
p e r i o d s i r 

w h i c h L e s s e e m a v c o n n e c t w e l l s o n s a i d l a n d , t h e e q u a l o n e - e i g h t h 

n c h • c a r , p a y a b l e q u a r t e r l y , f o r t h e g a s f r o m e a c h w e l l w h e r e g a s o n l v i s 
s r d i n t h e m a n u f a c t u r e o f g a s o l i n e a r o y a l t y o f o n e - e i g h t h ( 1 / 8 ) , p a y a b l e 

d f ( l u ­
l l , p a v 

l l S e d . 

D o l l a 

I f 
n i l is s h u t i n . I f s u c h p a y m e n t o r b i w l c i t i l l h e 

p r e m i s e s etr i n ( h e m a n u f a c t u r e ( t f g a s o l i n e o r a n v o t h e r p r o d u c t 
b l c m o n t h l y a t t h e p r e v a i l i n g m a r k e t r a t e . 
L e s s e r m a v p a y o r t e n d e r as r o v a l t v t o ( h e r o v a l t v o w n e r s O n e 
t o b e m a d e - o n o r b e f o r e t h r a n n i v e r s a r y d a l e o f t h i s l e a s e n e x t 
l e a d e r o n o r b e f o r e t h e a n n i v e r s a r y d a t e o f ( h i s l e a s e d u r i n g ( h e 

s i d e r r d t h a i g a s is b e i n g p r o d u c e d w i t h i n t h e m e a n i n g o f t h i s l e a s e . 

id L e s s o r o w n s a l e s s i n t e r e s t i l l t h e a l 
( i n c l u d i n g a n v s h u t - i n g a s r o v a l t v ) h e r e i n p r o v i d e r ! fe 
n n d u n d i v i d e d f e e . 

(1. L e s t e r s h a l l h a v e t h e r i g h t t o u s e , free* o f c o 
t h e w e l l s o f L e s s o r . 

7 . W h e n r e q u e s t e d b v L e s s o r , L e s s e e s h a l l b i n y I 
H. N o w e l l s h a l l b e d r i l l e d n e a r e r t h a n '.MX) f r e t b 
9 . L e s s e e s h a l l p a v f o r d a m a g e s c a u s e d b v L e s s e r 

e cb 
d i a l l 

M r d i e d l a n d t h a n l h e e n t i r e a n d u n d i v i d e d f e e s i r u p !e e s t a t e t h e r e i n , t h e n t h e r o y n It i es 
b e p a i d t h e L e s s o r o n l y i n t h e p r o p o r t i o n w h i c h L e s s o r ' s i n t e r e s t b e a r s t o t h e w h o l e 

t . g ; t i l a n d w a t e r p r o f i t a i d l a n d f o r L e s s e e ' s o p e r a t i o n t h e r e o n , e x c e p t w a t e r f r o m 

' S s e r ' s p i p e 111 
f l u - l u 

s o p e r , 

t h e r i g h t a t a n v t i m e tc 

l l - r o r b. 
l i o n s I n 

11 m a c h i 

i r t i n o w 
g r o w i u i 1 

r p t h . 

d p r e l i l l i m i t w r i t t e n c o n s e n t o f L e s s o r . 

1 0 . L ' - s i e e s h a l l I n n 
r e m o v e c a s i n g , 

1 1 . T h e r i g h t s o f L e s s o r n n d L e a s e r h e r e u n d e r m a v b e a s s i g n e d i n 
o r o t h e r w i s e ) s h a l l b e b i n d i n g , o n L e s s e e u n t i l L e s s e e h a s b e e n f u r n i s h 
d o c u m e n t s a n d e i t h e r i n l o r m a t i o n n e c e s s a r y l o e s t a b l i s h a c o m p l e t 
t h e r e a f t e r m a d e . N o o t h e r k i n d c d n o t i c e , w h e t h e r a c t u a l o r c o n s t 

p s o 
a n d f i x t u r e 

f l . 

p l a c e t ! o n s a i f l p r e m i s e s , i n c l u d i n g t h e r i g h t t o d r a w a n d 

, h ' i ! e o r p a r t . N o c h a n g e i n o w n e r s h i p o f L e s s o r ' s i n t e r e s t ( b y a s s i g n m e n t 
1 w i t h n o t i c e , c o n s i s t i n g o f c e r t i f i e d c o p i e s o f a l l r e c o r d e d i n s t r u m e n t s o r 

c h a i n f d r e c o r d t i t l e f r o m L e s s o r , a n d t h e n o n l v w i t h r e s p e c t l o p a v m e n t s 
c t i v r , s h a l l b r b i n d i n g o n L e s s e r . N o p r e s e n t o r f u t u r e d i v i s i o n o f L e s s o r ' s 

i l s h a l l o p e r a t e t o e n l a r g e t i n 
h d iv i s i o n , I f . i l l n r a n v p a r t 

o b l i g a t i o n s o r d i m i n i s h t h r r i g h t s o f L e s s e e , a n d a l l L e s s e e ' s 
d ( h i s t e a s e is a s s i g n e d , n o l e a s e h o l d o w n e r s h a l l b e l i a b l e f o r 

d 

r m 

n d p o 
• e m a n d a s t o a n v o t 
i l h o t h e r l a n d , l e a d ­
's j u d g m e n t i t is ne t 
o r l e a s e s . L i k e v v ise-

a t j o n s . ' I h e f o r m i n g 
f o r m a t i o n , w h i c h d 

a n d f r 

le 

u n t i m e t o t i m e as a r e c u r r i n g r i g h t , e i t h e r b e f o r e f i r a f t e r 
• o f ( h e f o r m a t i o n s h e r e u n d e r , t o p o o l o r u n i ( i 7 e t h r | e ; t s e -
u t h r i m m ' - i l i 11 e v i c i n i t y f o r t h e p r o d u c t i o n o f o d a n d g a s . 

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

r. f o r d r i l l i n g h a v e t h e r e t o f o r e b e e n c o m m e n c e d . P r o d u c t i o n , d r i l l i n g f i r r c -
a u n i t w h i c h i n c l u d e s a l l o r a p a r t o f t h i s l e a s e s h a l l b e t r e a t e d a s i f i t w e r e 

d a m a r k e t u n d e r t h i s l e a s e . I n l i e u o f t h e r o y a l t i e s e l s e w h e r e h e r e i n s p e c i -
f r o m t h r u n i t s o p o o l e d r o y a l t i e s o n l y o n t h e p o r t i o n o f s u c h p r o d u c t i o n 

o w n e r s h i p a s l o d i f f e r e n t p o r t i o n s f i r p a r c e l s o f s a i f l 1;: 

o p e r a t i o n s m a v b e c o n d u c t e d w i t h o u t r e g a r d t o a n v s 
a n v a c t o r o m i s s i o n o f a n v o t h e r l e a s e h o l d o w n e r . 

1 2 . L e s s e e , a t i l s o p t i o n , i s h e r e b y g i v e n t h e l i g h t 
p r o d u c t i o n , as t o a l l o r a n v p a r t ed t h e l a n d d e s c r i b e d h 
h o l e ! es ta te - a n d t h e m i n e r a l e s t a t e c o v e r e d b v t h i s h-ase -
• >r s c p a i a b lv f o r t h e p r o d u c t i o n o f e i t h e r , w h e n i n l . ess i 
s i m i l a r l i> ( h i s e x i s t s w i t h r e s p e c t let s u c h o t h e r l a n d , I r a 
g a s , m a v b e r e f o r m e d t o e x c l u d e s u c h n o n - p r o d u c i n g f 
a n d f i l i n g o f r e c o r d a d e c l a r a t i o n o f s u c h u n i t i z a t i o n i 
w h i c h a w e l l h a s t h e r e t o f o r e b e e n c o m p l e t e d o r u p o n w h i c h o p e r a l i o i 
w o r k i n g o p e r a t i o n s o r a w e l l s h u t i n f o r w a n t o f a m a r k e t a n v w h e r e o 
p r o d u c t i o n , d r i l l i n g f i r r e w o r k i n g , o p e r a t i o n s o r a w e l l s h u l i n f o r w a n t 
f i e d , i n c l u d i n g s h u t - i n g a s r o y a l t i e s . Lessen - s h a l l r e c e i v e >>n p r o r l u r t i o n 
a l l o c a t e d t o ( h i s t e a s e ; s u c h a l l o c a t i o n s h a l l h e t h a t p r o p o r t i o n o f (h<- u n i t ( i m d u c t i n n t h a t t h r t o (a I rt u r n h e r o f s u r f a c e a c r e s n t v r r o d b v t h i s l e a s e 
a n d i n c l u d e d i n t h e u n i t b e a r s t o l h e t o l a ! n u m b e r o f s u r l a c e ae r e s i n s u c h u n i t . I n a d d i t i o n t o t h r f o r e g o i n g . L e s s e r s h a l l h a v e t h e r i g h t t o u n i t i z e , 
p o o l , f i r c o m b i n e a l l o r a n v p a r t <d I h e a b o v e d e s c r i b e d l a n d s as t n o n e o r m o r r ed t h r f o r m a t i o n s t h e r e u n d e r w i t h o t h e r l a n d s i n t l i e s a m e g e n e r a I 
a r e a b v e n t e r i n g i n t o a c o o p e r a ( i \ r o r u n i t p l a n o f d e v e l o p m e n t o r o p e r a t i o n a p p r o v e d b v a n v g o v e r n m e n t a l a u t h o r i t y a n d , f r o m l i m e t o t i m e , 
w i t h l i k e a p p r o v a l , !•> m o ' l i f v , c h a n g e o r te r m i n a t e a n v s u c h p l a n o r a g r e e m e n t a n t ! , i u s u c h e v e n t , t h e t e r m s , c o n d i t i o n s a n d p r o v i s i o n s o f t h i s 
l e a s e s h a l l b e d e e m e d m o d i f i e d t o c o n f o r m t o t h e t e r m s , c o n d i t i o n s , n n d p r o v i s i o n s c d s u c h a p p r o v e d c o o p e r a t i v e o r u n i t p l a n o f d e v e l o p " " ' " ! o r 
o p e r a t i o n a n d . p a r t i c u l a r l y , a l l d r i l l i n g a n d d e v e l o p m e n t r e q u i r e m e n t s o f t h i s I r a s r , e x p r e s s o r i m p l i e d , s h a l l b e s a t i s f i e d b v c o m p l i a n c e w i t h t h e 
d r i l l i n g : " i d d e v e l o p m e n t r e q u i r e m e n t s o f sue h p l a n o r a g u i - m c n l , a n d t h i s lease- s h a l l n o t l e r m i n a f e o r e x p i r e d u r i n g t h e l i f e o f s u c h p l a n o r a g i e e -
m e n t . I n t h e e v e n t t h a t s a i d a b o v e d e s c r i b e d l a n d s o r a n v p a r ! t h e r e o f , s h a l l h e r r a f f e r b e o p e r a t r d u n d e r a n y s u c h c o o p e r a t i v e e*r u n i t p l a n f d 
t l c ve l o p m c n t o r o p e r a t i o n w h e r e b v t h e p i o d u c t t o r i t h e n - f i o m is a l l o c a t e d t o d i f f e r e n t p o r t i o n s o f t h e l a n d c o v e r e d b y s a i d p l a n , t h e n t h e p r o d u c ­
t i o n a l l o c a t e d l o a n v p a r t i c u l a r t r a c t o f l a u d s h a l l , feu Ihe p u r p o s e o f c o m p u t i n g th<- r o y a l t i e s t o b e p a i d h e r e u n d e r t o L e s s o r , h r r e g a r d e d as h a v i n g 
b e e n p r o d u c e r ! f r o m t h e p a r t i c u l a r 11 a c t o f l a n d t o w h i c h i l is a l l o c a t e d a n d n o t t o a n v o t h e r t r a c t o f l a n d ; a n d t h e r o y n i t v p a v m e n t s t o b e m a d e 
h e r e u n d e r t o L e s s o r s h a l l h e b a s e d u p o n p r o d u c t i o n o n l v as so a H o r d e ! , L e s s o r s h a l l f o r m a l l y e x p r e s s L e s s o r ' s c o n s e n t t o a n y c o o p e r a t i v e o r u n i t 
p l a n o f d e v e l o p m e n t o r o p e r a t i o n a d o p t e d b y L e s s e e a n d n p p i o v t d b v a n v g o v e r n m e n t a l a g e n c y h y e x e c u t i n g t h e s a m e u p o n r e q u e s t o f L e s s e e . 

I *L A l l e x p r e ss o r I m p l i e d c o v e n a n t s f d t h i s l e a s e s h a l l b e s u b i c c t t o a l l L r d r r . i l a n d S t a t e L a w s , F . x c c u t l v r O r d e r s , R u l e s o r R e g u l a t i o n s , a n d 
t h i s l e a s e s h a l l n o t be l e j i n i t i a l e d , i n w h o l e o r i n p a r t , r u n L ' - s . e h e l d l i a b l e i n d a m a r . r s , f o r f a i l u r e t o c o m p l y t h e r e w i t h , i f c o m p l i a n c e Is p r e v e n t e d 
b y , cir i f s u c h l a i l u r e M t h e r e s u l t o f . a n v s u c h L a w , O l d e r , R u l e cu It < <• \ da I i« m . 

" 1 \ . L e s s o r h c r c h v w a r r a n t s a m i a g r e e s t o d e f e n d I l i e ( i f i e t o t h e l a n d s l u r n n d e s c r i b e d , a n d a g i r e s t h a t t h e L e s s e r s h a l l h a v e t h e r i g h t a t a n y 
t i m e d o r e d e r n i f o r L e s s o r , b v p a v i n c u t , a n v m o r t g a g e s , t a v e s o r o t h e r l i e n s o n t h e a b o v e d e s c r i b e d l a n d s , i n t h e e v e n t o f d e f a u l t o f p a y m e n t b y 
L c f i s o f " a n d b e s u b r o g a t e d l " t h e r i g h t s o f t h e h o l d e r ( h e r e o f , a n d t h e u n d e r s i g n e d L r s s o r s , f o r t h e m s r h e s a n d t h e i r h e i r s , s u c c e s s o r s n n d a s s i g n s , 
he r e b y s u r r e n d e r »*nd r e l e a s e a l l r i g h t o f d o w e r a n d h o m e s t e a d i n ( h e p r c m i ' e s d e s c r i b e d h e r e i n , i n s o f a r as s a i d r i g h t o f d o w e r n n d h o m r s l e a d m a y 
i n n h v w a v ' fcffcel t h r p u r p o s e s f o r w h i c h t h i s l e a s e is m a d e , as i c e i f e d h e r e i n . 

I H . S h o u l d , i i i v • u i r o r m o r e o f t h e p a r t i e s h e r e i n a b o v e n a m e d as L ' s o r f a i l t o e x e c u t e t h i s l e a s e , i t s h a l l n e v e r t h e l e s s b r b i n d i n g u p o n a l l 
s u c h p a r t i e s w h o j l o c x - c i i f e i t as L e s s o r . 1 h e w o r d " L e s s o r . " as u s e d i n t h i s ] . - a s r , s h a l l m e a n a n y o n r o r m o r e o r n i l o f t h e p a r t i e s w h o e x e c u t e 
t h i s l e a s e a s L r s < o r . A U t h e p r o v i s i o n s o f t h i s l e a s e s h . d l h r b i n / l i n g o n t h e h e i r s , s u c c e s s o r s a n d a s s i g n s o f L e s s o r a n d L e s s e e . 

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

JAMES W. TROXELL 
f ., . 

El I zabet f i Ann I r o x e l 1 



1*1 in!.-.! I'x I ' W t I 'r uu nu- | HI >) K.s| 

SIA.I-OI Mat1 nu^K o 

HM ()R 1:. M V. I he I I nili.'i s i i: 11 c 11. ;i Nolai y Public, in and lor said ( 'ounly and Sl ate, on I his / ^ L ^ ^ r . - .. 

clay of. ~ ^ > U I * - Y .19 & 9 . pe.M>„aMy a p p e a l e d . £ _ L I 3 A ^ ' / h Q H H T n J % £ (. ,_. _ 

Oklahoma. Knnsas, New Mr\ico. \\ MiniiiiL', Montana, ( nloniflo. I r.ili. 
Nvlirnsku. North D-ckola. Smith ll:ik«>t*a 

A( KNOW I I . IK ,MI N I — INI) 1 \ IDI A I . 

f ̂  e "> [o . :i i of ell 
i- _ *•.« . . - to mc known lo be the identical person 2 , described in and who executed 

3 lie vjiihui a i u f r a i ^ £ i i r V < ^ s 6 i i m e n t of writing and ackiioviledpcd to mc that i i ' L & L A duly executed the same a s~ iA ^ I ^~ free 
Jatjd y t ^ n l i i T Y - t c l niul JccdSor the uses and purposes therein set for th . " 

^ *^\1\ \\ lil^.4.^V^J[-R^Ob, 1 ha\e hereunto set my hand and affixed mv notarial sea)'flit day and year last abeme written. /-s j 

^ i ^ A ^ i ^ / I I : / " « I . .... ... . ) ^ O ^ ^ C ^ . J ^ I ^ ^ r ^ 
\ , ' ' ' E \ ' l \ ^ % ^ ' Notary Public. 

SI A I H O I 

COUN I V Ol- J 

1)11 OIU: M l - , lhe nuclei signet). n Notai y Public, in and loi said County and State, on l l i is_ 

day of _ . . . ,19 , personally appeared 

Oklahoma, Kansas, Nc» Mexico, W joining. Monlana, Colorado, Ulah, 
Nidirnska, Norlh Dakota, Sonlh Dakota 

A( KNOW 1 I.IKJMI N l — 1NI)I\ 1DUAI. 

and 

lo me known to be the identical person , described in and who excutcd 

the vc it Iiiii and lougoing ins it tune til ol w i i i i up and acktum led (.ted to mc that. duly executed the same as free 
and \ olimtai \ aci and deed for the uses and puiposcs thciein set f o i l h . 

IN \ \ I I N1SS Wl I L R l O k , I have hereunto sel my hand and affixed my notarial seal the day and year last above written. 

Mv Commission 1 \piies. .. _ . 
r ^ C l ' j Notary Public. 

FILED IN i rib LOUNfY 

S I A i r O I _ / * ^ - i E R K ] S O F F I C E - " T ? ACKNOWI I : I H ; M 1 : N 1 (For use In Corporation) 

c o r s n o . AT _ y „ ^ C L O C K . / . M 
On iliis R n o k . . . J ^ . Q . . Pc r ;9 / / / A . D . 19 before me personally 

appeared .. . J ' j j p u | Q f } 9 , lo me personally known, who, being by 

me duly suoi n, did say that he is the . _.. . .of 

D A V I T S. H A V r z 
C o u n t y C l f c ' k " \ - y r " ' ' b o u n t y ' v a ' a ^ ' x w ' 1 0 S i l ' ' ' i " s l , u " 1 C 1 1 1 ' s l ' l e rarparaic seal o( said corporation 

{ j L u i e i ^ f t i u l ^ ^ ol ^said/coiporation by authority of its Hoard of Directors, and said and that said insttttmcnl wa^ •| |j -nec (")f'JjjL/^ 

0 s- i {'. ^ \ ' } ^ ^ i y ^ J ^ ^ h J ^ L L . ^ ' ^ ^ ' l J ^ t i f y 1 i^stnimenl to be the free act and deed of said corporation 

.** - \ X j \ V U 
Wjfncss mv/lXind and scM*flii li is day of , A . D . |9_ 

O <f> . 
•4 \ ~ y IT Notary Public. (SHA-l/) - , v 

My Comiiission expires 
4 H v . t l 
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P H O D U C K H S 8 8 - P A I D UP 
I t c v . D-flO, N o . 2 

OIL AND GAS IJOASK 

A G R E E M E N T . M a d e a n d e n t e r e d I n t o the 2 9 t h d a y ( ) , . . _ . 19 ^ . b v and b e t w e e n 

Linda Sue Lanier- jo ined herein by her husband Steven Blaine Lanier » 

, ... ,, P. 0. Box 922, Flora V i s ta , NM 87415 
u p o s e pos t o f f i c e address 15 , ••- — - - - her e ni;i f (er cal led I.e ssor (w h ether one or m o r e ) a in 

K.ndermac Partners, a Colorado f r - n s r h p r r v S r S u i t p 1225 , Denver, (10 80222 
g e n e r a l p a r t n e r S h i p W h < , < " " " " " , L n C " y ^ ' ' . h e r e i n a f t e r ca l led Lessee: 

W 1 T N E S S K T H . T h a i the Lessor, f o r and i n e o n s i d i r . i l i o n o f [ C P I ^ O r e D O L L A R S 
cash i n h a n d p a i d , lhe r e c e i p t o f u l u e h is he reby ack no i \ Ir dead , and the t o w n , m i s and . i i ' . r c cmrn l s h e i e i n a f t e r e o n t . l i n e d , has g r a n t e d , d e m i s e d , 
leased and l e t . an i l by these presents does Krau t , d e m i s e , lease and l i t r x c l u s i w d v i i n l o lhe said Lessee, the land h e r e i n a f t e r d e s c r i b e d , w i t h the 
exc lus ive r i g h t l o r the pu rpose o f min ine . . e x p l o r i n n bv Kenphvs i ca l an i l o t h e r m e t h o d s , and o p e r a t i o n f o r and p r o d u e i i i i ' , t h e r e f r o m o i l and a l l gas o f 
w h a t s o e v e r na tu r e or k i n d , w i t h r i c h ts o f way and ease n ten Is f o r la \ i m ; p ipe l ines , and e r e c t i o n o f sl i u e tu re s t h e r e o n to p r o d u c e , save and take care 
o l said p r o d u c t s , a l l tha t T ^ . i i T T r h i o l o f l and s i t ua t ed i n tbe C o u n t y o f R l 0 A f T l 1)3 

Sta te o f N e W M e X i C O , , | , . » , , l , a l as f ws . t o w n : 

Township 32 North, Range 4 West 
Section 15: E/2NE/4, NE/4SE/4 

and c o n t a i n i n g ^ r, acres, more- or less. . f 1 V G 
1. 11 is agreed t h a t th i s lease shal l r e m a i n in f o r c e f o r a t e r m nf X X i / s c . i r s f i o m t his d ate and as l o n g thereof ter as o i l or gas o f wha t soever 

n a t u r e or k i n d is p r o d u c e d f r o m said leased premise s or o n acreage pooler! t here w 11 I i . or d r i l l i n g n p r r . i l i u n s are ci>n t i n n e d as hei eina f ter p i o\ ided . 
I f , at the e x p i r a t i o n o f lhe p r i m a r y t e r m o f t h i s lease, n i l o r gas is n o t h r i n g p r o d u c e d o n the leased p i emises o r o n acreage p o o l e d t h e r e w i t h h u t 
Lessee is t h e n engaged in d r i l l i n g or r e - w o r k i n g o p e r a t i o n s t h e r e o n , then th is lease -.h i l l c o n t i n u e in f o r c e so long as o p e r a t i o n s are b e i n g c o n t i n u ­
o u s l y p r o s e c u t e d o n the leased p remises o r o n acreage p o o l e d t h e r e w i t h ; and o p e r a t i o n s shal l be cons ide red to be c o n t i n u o u s l y p r o s e c u t e d i f no t 
m o r e t h a n n i n r l v (MO) davs shal l elapse b e t w e e n lhe c o m p l e t i o n o r a b a n d o n m e n t o f one w e l l and the b e g i n n i n g o f o p e r a t i o n s f o r tbe ( h i l l i n g o f .• 
subsequen t w e l l . I f a f t e r d i s c o v e r y o f n i l o r gas o n said land or o n acreage p o o l e d I he i e \v i 1 h , the p r o d u c t i o n t h e r e o f shou ld erase f r o m a n \ cause 
a f t e r tbe p r i m a r y t e r m , th i s lca.se shal l no I t e r m i n a t e i f f ,e ssce ct > i n m e n < -e s ad 11 i l i • u ta I d r 11! 111 g . w re - w o r k mg o p e r a t i o n s w i t h i n u i n r t v ('JO ) davs f r o m 
d a l e o f cessa t ion o f p r o d u c t i o n or f r o m date o f c o m p l e t i o n o f d r y h o l e . If o i l or gas shall b r d i scove red and p r o d u c e d as a resul t o f such opera­
t i o n s at or a f t e r the e x p i r a t i o n o f the p r i m a r y t e r m o f th i s lease, th i s least shall c o n t i n u e in f o r c e so l o n g as o i l or gas is p r o d u c e d f r o m the leased 
p remises or o n aeieage p o o l e d t h e r e w i t h . 

2. I his is a P A I D - U P Ids A S I ! . I n c o n s i d e r a t i o n o f | In- d o w n cash pav m i n i . I .c s\o r agree s that Lessee shall n o t be ob l iga I ed . ex cept as o i l i e r -
w l v : p r o v i d e d h c t e m , t o c o m m e n c e or c o n t i n u e anv o p e r a t i o n s d u r i n g (he p r i m a i v l u m . Lessee nt . iv at anv t i m e or t i m r s d u r i n g or a f t e r the p r i -
m a i y t e r m s u i n - i n l r r th i s lease as to a l l or anv p o r t i o n u l said l and and a-. to anv strata or s t r a t u m bv d e l i v e r i n g to Lessor or bv f i l i n g fo r r e c o i d a 
ridease or r r | r , i s . r s , and be r e l i eved «'f a l l o b l i g a t i o n l l t e i e a f t e i a e c i u i n g as In the aeieage s u r r e n d e r e d . 

3. I n consider . ! t hut o f the p remises the said Lessee covenan t s and agrees: 
1st. T o d i d n e r to the cl ed i t o f Lessor, f ree o f i o s [ , in the p ipe l ine to u h u l i Lessee may c o n n e c t we l l s o n said l a n d , the e q u a l one -e igh th 

( 1 / 8 ) par t o f al l o i l p r o d u c e d and saved f r o m the leased premises 
2 n d . T o pay Lessor o n e - e i g h t h { I /H) o f Ihe gross p roceed s each v ear. payab l e quar tei ! v , f o r the gas f i o m each w e l l whe re gas o n l v is 

f o u n d , wdiile the same is b e i n g used o f f the premises , and i f used m the m a n u f a c t u r e o f gasol ine a r o v a l t v o f one -e igh th ( 1 / 8 ) , pa \ able 
m o n t h l y at the p r e v a i l i n g m a r k e t rate f n r gas. 

.'Jul. T o pav Lessor f o r gas p r o d u c e d f r o m anv o i l w e l l and used o f f the p i emises or in the m a n u f a c t u r e o f gasol ine or anv o t h e r p r o d u c t 
a r o y a l t y o f o n e - e i g h t h ( 1 / 8 ) o f the p roceeds , at the m o u t h o f l h e e l ! . payab le m on I h! v at the p r e v a i l i n g mar lu - l r a te . 
•1. W h e r e gas f r o m a w e l l capable u l p r o d u c i n g gas is n o l sold ot usee!. Lesser mav pav or tender as r o v a l t v to the r o v a l t v o w n e r s One 

D o l l a r per year per ne t r o y a l t y acre r e t a i n e d h e i e u n d e r , s i u i i p a v n i e n t or tender to be made o n o i b e f o r e the ann iversa ry date o f th is lease n e x t 
ensu ing a f t e r the e x p i r a t i o n o f 1)0 davs f r o m the d a l e su< h w e l l is shut in and the rea f t e r o n or b e f o i e lhe anniversary date of th is lease d i n i n g lhe 
p e r i o d such w e l l is shu t i n . I f such p a v m e n l o r l ende r is m a d e , it w i l l he c o n s i d e r e d t ha t gas is be ing p r o d u c e d w i t h i n t h r m e a n i n g o f this lease 

[ j . I f said Lessor o w n s a less in te res t in the above desc r ibed land t h a n the i n t i r e and u n d i v i d e d fee s imp le estate t h e r e i n , t h e n the r o y a l t i e s 
( i n c l u d i n g any s h u t - i n gas r o y a l t y ) h e r e i n p r o v i d e d f o r sha l l he pa id the Lessor o n l y in the p r o p o r t i o n w h i c h Lessor 's interest hears to the w h o l e 
and u n d i v i d e d (ee. 

( i . Lessee shal l have the r i g h l to use, f r ee o f cos t , gas. o i l and w ater p r o d u c e d u n said l and f o r Lessee's o p e r a t i o n t h e r e o n , excep t wa te r f r o m 
the wel l s o f Lessor . 

7. W h e n reques ted b y Lessor , Lessee shal l b u r v Lessee's p i p e l ine b e l o w p l o w d e p t h . 
8. N o w e l l shal l be d r i l l e d nearer t h a n 2 0 0 feet t o the house or ba rn now o n said premises w i t h o u t w r i t t e n consen t o f Lessor. 
9. Lessee shal l pay f o r daniag.es caused bv Lessee's o p e r a t i o n s In g r o w i n g c rops o n said l a u d . 

10 . Lessee shal l have the r i g h t at any t i m e to r e m o v e al l m a c h i n e r y and f i x t u r e s p laced o n said premises , i n c l u d i n g the r i g h t to d r a w and 
r e m o v e cas ing. 

I 1. T h e r i gh t s o f Lessor and Lessi;e h e r e u n d e r mav be assigned in w h o l e or p a r t . N o change i n o w n e r s h i p o f Lessor 's in te res t (by ass ignment 
or o t h e r w i s e ) shu 11 be b i n d i n g o n Lessee u n t i l Lesser has been f u r n i s h e d w i t h n o t i c e , cons i s t i ng o f cc 11 i f ied copies o f a l l i eco i ded i uslr u m e n ts n r 
d o c u m e n t s and o t h e r i n f o r m a t i o n necessary t o es tab l i sh a c o m p l e t e c h a i n o f r e c o r d t i l l e f r o m Lessor , and t h e n onlv w i t h respect I n p a y m e n t s 
t h e r e a f t e r m a d e . N o o t h e r k i n d o f n o t i c e , w h e t h e r ac t u a l o r c o n s t r u c t i v e , shall be b ind ing , o n Lessee, N o present or f u t u r e d i v i s i o n of Lessor ' s 
o w n e r s h i p as to d i f f e r e n t p o r t i o n s o r parce ls o f said land shall opera te to enlarge the o b l i g a t i o n s or d i m i n i s h the r i g h t s o f Lessee, a n d al l Lessee's 
o p e r a t i o n s m a v b r c o n d u c t e d w i t h o u t regard to anv such d i v i s i o n . I f al l or anv par t of th i s lease is assigned, no leasehold o w n e r shall be l i ab le f o r 
any act <»r o m i s s i o n o f any o t h e r leasehold o w n e r . 

12. I.esMM', at i t s o p t i o n , is he r eby g iven the t igh I and p o w e r at anv t i m e and f r o m t i m e to t i m e as a rc ci 11 r ing. r i g h t , e it Ii er b e f o r e or a f t e r 
p i o d u c l i o n . as t o a l l or anv p a r t of (he l a n d desc r ibed h e n m and as t o anv one or m o r e of the h n m a t i o n s h e i e u n d e r , l o p o o l or u n i t i z e the lease­
h o l d estate and the m m c i a l estate c o v e i e d bv th i s leas,- vv, • Mt n l h e i l a n d , lease or lea.es in the i m m e d i a t e v i c u u l v for the p i u d u c t i o n of o i l and gas, 
or separa te ly f o r Ihe p r o d u c t i o n o f c i t h e r , w h e n in Lessee's p i d g m e n t i l is necessary or advisable l o do so, a m i i m spei t ive of w h e t h e r a u t h o r i t y 
s imi l a r t o I b i s exis t s w i t h respect to such o l h e r l a n d , lease or leases. L i k e w i s e , u n i t s p r e v i o u s l y b o m e d lo i n c l u d e f o r m a t i o n s no t p r o d u c i n g o i l or 
gas, m a v be r e f o r m e d t o e x c l u d e such n o n - p i o d u< ing f o r m a t i o n s . The f o r m i n g or r e f o r m i n g o f any u n i t shall b r a c c o m p l i s h e d bv Lessee e x e c u t i n g 
and f i l i n g o f r e c o r d a d e c l a r a t i o n o f su ch u n i t i / a I i o n or re f o n n a t in n , w h i c h de t la ra l io n sh al l de s< i ibe the u n i t . A n y u n i t mav i n c l u d e land u p o n 
w h i c h a w e l l has t h e r e t o f o r e been c o m p l e t e d or u p o n w h i c h o p e r a t i o n s f o r d r i l l i n g have t h e t e t o f o i e been c o m m e n c e d . P r o d u c t i o n , d r i l l i n g or re­
w o r k i n g o p e r a t i o n s or a w e l l shut in f o r w a n t o f a m a r k e t a n v w h e r c uri a u n i t w h i c h i nc ludes al l or a p a r t o f t h i s lease shall be t r ea t ed as i f i t were 
p r o d u c t i o n , d r i l l i n g o r r e w o r k i n g o p e r a t i o n s o r a w e l l shu t in f o r w a n t of a m a r k e t u n d e r th is lease. I n l i eu o f the r o y a l t i e s e lsewhere he re in speci­
f i e d , i n c l u d i n g s h u t - i n gas r o y a l t i e s . Lessor shal l receive o n p r o d u c t i o n f r o m the u n i t so p o o l e d r o y a l t i e s on lv o n the p o r t i o n o f such p r o d u c t i o n 
a l l o c a t e d to th i s lease; such a l l o c a t i o n shal l be t ha t p r o p o r t i o n of the u n i t p i o d u c l i o n tha t the t o t a l n u m b e r o f sur face acies covered by th i s lease 
and i n c l u d e d i n the u n i t bears to the t o t a l n u m b e r o f sur face acres i n such u n i t . I n a d d i t i o n to the f o r e g o i n g . Lessee shall have t h r r i g h t I n u n i t i z e , 
p o o l , o r c o m bine a l l o r any pa r t o f l h e above d e s c r i b e d la nd s as to one or m o r e o f the f o r m a t i o n s t h e r e u n d e r w i t h o t h e r lands in the same general 
area bv e n t e r i n g i n t o a c o o p e r a t i v e or u n i t p l a n o f d e v e l o p m e n t or o p e r a t i o n a p p r o v e d b v anv g o v e r n m e n t a l a u t h o r i t y a n d , f r o m t i m e to t i m e , 
w i t h l i k e a p p r o v a l , to m o d i f y , change o r t e r m i n a t e any such p l a n or agreement a n d , in sm h even t , the t e r m s , c o n d i t i o n s and p r o v i s i o n s o f th is 
lease shal l he d e e m e d m o d i f i e d t o c o n f o r m to the t e r m s , c o n d i t i o n s , and p r o v i s i o n s o f such a p p r o v e d c o o p e r a t i v e o r u n i l p l a n o f d e v e l o p m e n t or 
o p e r a t i o n a n d , p a r t i c u l a r l y , a l l d r i l l i n g and d e v e l o p m e n t l e q u i r e m r n l s o f t h i s leasa-, express or i m p l i e d , shall be sa t i s f ied by c o m p l i a n c e w i t h the 
d r i l l i n g and d e v e l o p m e n t r e q u i r e m e n t s o f such p l a n or ag reemen t , and th i s lease shall n o t t e r m i n a t e or e x p i r e d u r i n g t l i e l i f e of such p lan or agree­
m e n t . I n the even t t h a i said above desc r ibed lands or anv pa r t t h e r e o f , shall h e r e a f t e r be o p e r a t e d u n d e r any such c o o p e r a t i v e or u n i t p l an o f 
d e v e l o p m e n t or o p e r a t i o n w h e r e b v the p i o d u c l i o n t h e r e f r o m is a l l o c a t e d to d i f f e i e n t p o r t i o n s n f the land covered by said p l a n , t h e n the p r o d u c ­
l i o n a l l o c a t e d l o anv p a r t i c u l a r t r a c t o f l and sha l l , f o r lhe puipo.se o f c o m p u t i n g the r o v a l f i e s i o he pa id h e r e u n d e r to Lessur, he regarded as hav ing 
been p r o d u c e d f r o m the p a r t i c u l a r t r a c t o f l and t o w h i c h i l is a l l o c a t e d and n o t tn anv o t h e r t r ac t o f l a u d ; and t l i e r o y a l t y p a y m e n t s to be made 
he reunde r t o Lessor sha l l he based u p o n p r o d u c t i o n o n l y as so a l l o c a t e d . Lessor shal l f o r m a l l y exp iess Lessor 's consen t to anv c o o p e r a t i v e or u n i t 
p l a n o f d e v e l o p m e n t or o p e r a t i o n a d o p t e d b y Lessee and a p p r o v e d bv any gov t M I m .-n ta 1 agencv by e x e c u t i n g the same u p o n request o f Lessee. 

13. A l l express o r i m p l i e d c o v e n a n t s o f t h i s lease shal l be sub jec t to al l I e d e i a l and State L a w s . L x e r u l i v r Orde r s , R ides or R e g u l a t i o n s , and 
th i s lease shal l n o l be t e r m i n a t e d , in w h o l e o r in p a r i , nor Lessee h e l d l iable in damages, f o i f a i l u r e to c o m p l y t h e r e w i t h , i f compl iance- is p r e v e n t e d 
b y , or i f such f a i l u r e is the resul t o f , any such L a w , O r d e r , U t i l e or R e g u l a t i o n . 

1-1. Lessor he r ebv w a r r a n t s and agrees to d e f e n d the t i t l e l o the lands In i e m d e s c r i b e d , ami agrees t ha t the Lessee shall have the r i gh t a l anv 
t i m e to r e d e e m f o r Lessor , bv p a y m e n t , any mor tgages . L i v e s or o t h e r l iens o n Ihe abov e de-.r r i bed lands , in the event o f d e f a u l t o f p a y m e n t bv 
L r v . u r arul be s u b r o g a l e d to the r i g h t s o f the h o l d e r t h e r e o f , and Ihe n n d . i s igned L I S M U S . f o r themselves and t h e n h e i i s , successors >.ud asagns, 
hereby s u i r c n d e i and release al l l i g h t o f d o w e r a n d l u m i e s l e a d in t in- premises des. n h e d h e r e i n , insofar as said l i g h t o f d o w e r and h o m e s t e a d may 
in any way a f f e c t the pu rposes f o r w h i c h (h is lease is m a d e , as rec i ter ] h e r e i n . 

1 f>. S h o u l d any one or m o r e o f t in - pa r t i e s h e r e i n a b o v e n a m e d as Lessor f a i l to execu te th i s lease, i t shall never theless lie b i n d i n g v .pou a l l 
such pa r l i e s w h o d o e x e c u t e i t as Lessor . T h e w o r d " L e s s o r , " as used in th i s lease, shall mean anv one or m o r e or al l o f the par t ies w h o execu te 
th i s lease as Lessor . A l l the p r o v i s i o n s o f t h i s lease shal l be b i n d i n g o n the heirs , successors and assigns o f Lessor and Lesser . 

I N W I T N K S S W I I L K K O L , t h is ins t ru i ne n t is e x e c u t e d a s o f ( he d a t e f i r st a b o v e w r i 11 e n . 

Inula Sue Lanier ' 



ST A I l i O l 

I l>> | \ V M r n . l l i i l , ! 1 ' I ' M »•>> H ' M 

((Ll.i l l .una, Kansas, N i « M i \ i i i > , \S Miming, Mol i la l ia, Colorado, I lu l l , 
Nilir.isV.1, N in th Dakota. Snnlli Dakota 

CC.-n^—' A( KNOW I I I ) ( , M I N I — I M ) I \ I D U A 1 . 
<S , / / Ll-

HI: IORE ML, I he undersigned, a Noiary Public, in and lor said C ouniy anil Slale, on I his / J_ 
/ ,i , . y 

COUN I V Ol >^yQ:-K (CL 

day o f . 19 J ' 7 
personal ly appeared__ 

and . 

to me k n o w n io be lhe i i len l iea l person , dfiseiMjcd *J-and who^cxf i^rfVS 

lhe w i l h i n ami fo tego ing ins t rument o f w i i l i ng and acknow ledged lo me i ha l ,_ ( / L L 1 J du ly executed lhe sft j i i^V*' . ^ °^s i^ 
and vo lun ta ry ael and deed for lhe uses and purposes therein sel f o r l h . 

My 

• «*" / 
I N W I T N E S S W l l L R L O r , 1 have hereunto sel my hand and a f f i xed my u o i a i i a l seal lhe day aniL-ycar last abo\e'.wr,il1j>;uw>»1 

S' y ? St " ^ 4-
' Commission Expires <r £L . ... .^.-'V.'. • ̂ ^"Z"^ '"•A~-^—. 

N o i a r y Pub l i c . 

Oklahoma, Kansas, New Mexico, \ \ j o in ing , Montana, Colorado, Utah, 
Nihrasku, Norlh Dakota, Sottlli Dakolu 

A< KNOW 1 I : I ) ( , I M I ; N I — I N D I M D I I A I . 

STATU OP 

C O U N T Y o r 

B E I O K I : M l : , lhe unders igned , a N o u n y Pub l i c , in and lo r said C o u n t y and Sta le , on lh i s_ 

day o f , 19 , personal ly appeared 

and 

ie w il h iu and lo t cgo ing insl i un ien l o f w r i t i n g and ack now lodged lo me iha l 
ami M i l u n l a i y act and deed lor lhe uses and pin posc^ I hei v.j|i y i f o r l h 

IN Wl 1 N I SS W H E I U O I 

M y Commiss i on Expires 

lo me k n o w n lo be lhe ident ica l person _ ., deset ibed in and w h o cxcu led 

.duly executed the same as. .. l i ce 

, 1 have h c i c u n i o Si.'0-iiiiiUTrN/l and a l l i x e d my n o l a t i a l seal Ihe day and year last above wr i t t en 

FILED »N 
CORK'S OFFICE -p ^ N o t a r y Pub l i c . 

AT 

S T A T E O F _ 

C O U N T Y OP. 

O n this 

appeared . 

JUL?j 1969 
ACKNOVsl T l H . M l . N l i l or use h> Corporat ion) 

me du ly s w o r n , w o r n , d id say tha i l ! ^ i \ l L t i A ^ L t ^ f l ^ P ( * l / \ ^ 8 f / _ — 

, M U L % { 7 l / ' d e p u t y A 
. C Q v J | y ^ . 4 B = = - r r . * f ._ and i l i a l lhe Wa i a f f i x e d l o s; 

, A . D . 19 , be fore me personal ly 

, to me personal ly k n o w n , w h o , being by 

*w in o 

_ said ins t rument is the co rpo ra te seal o f said c o r p o r a t i o n 

and iha>. saivt mst ru lnent / 'uak. signed and sealed i r r - b c h a l ! o f said c o r p o r a t i o n by au tho r i t y o f i ls Hoard o f D i rec to rs , and said 

\0 j lhcss my I V ^ A a n d sea / ^ i i 

acknowledged said i ns tuuneu l l o be lhe free ael and deed o f said c o r p o r a l i o n . 

day o f , . , A . D . 19 

( S E A L ) ^ A ' ( £ M VtO 

M y Commiss i on expires. 

N o i a r y Pub l i c . 

/ /7 



P f l O D U C F . i t S 8 8 P A I D U P 
I l r v . 5 - f i O , N o . 2 

A t i U F . F . M K . N T , Made a n d c n t t t t d I n t o the . 

Lauralee Payne 

RECEIVED 

AMR - 3 TO 
OIL AND GAS LEASE 

29th _day o f _ June 
, 19 89 . b y a n d b e t w e e n 

Colorado 
w h o s e 

Farmington, NM 8740,1 
, I n 

r c i n a f t c r c n l l r d L e s s o r ( w h e t h e r o u r n r m n r r ) m x l 

p o s t o f f i i - .....ire,.., 650 S. Cherry S t . , Suite 1325 l l,.feny ler>,.e,Q. 80222 
JeiL_and._mox.e_ . D O L L A R S 

wi,..«.po„,.mrc.«.dr„!,i, 1.308 Gladeview Dr 
Kindermac Partners, 
general partnership 

W I T N K S . S F . T I I . T h a i t h r L e s s o r . I n r a n i l I n r n n - . i d i i . i l i n n 

c a s h 111 h a n d p a i d , t h r r e r r i p t o f w h i c h is. l i r r r b v n r k u n w l c d g r d , a n d l h e c o v e n a n t s a n d a g r e e m e n t s l i c r r l n n f t r r c o n t a i n e d , h a s g r a n t e d , d e m i s e d 

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

e x c l u s i v e r i g h t f o r t h r p u r p o s e o f m i n i n g , e x p l o r i n g l i v g r u p l i v s i r a l n n d n l l i r r m r l h n r l s , a n r l o p e r a t i n g f o r a n d p r o d u c i n g t l l r r e f r o m o i l n n d a l l g a s o f 

w h a t s o e v e r n a t u r e o r k i n d , w i t h r i g h t s o f w a v a n i l e a s e m e n t s f o r l a v i n g p i p e l i n e s , a n d r r r c t l o n o f s l r u c t u r c s I J i r r c o n t o p r o d u c e , s a v e a n d l a k e c u r e 

o f s a i d p r o d u c t s , a l l t h a t r r r l i i l n t r a c t o f l a n d s i t u a t e d l i t t h r C o u n t y n f K l 0 A m D a ^ 

New Mexico S t n l e o f . . d e s c r i b e d as f o l l o w s , t o - w i t : 

Township 32 Nor th, Range 4 West 
Section 15: E/2NE/4, NE/4SE/4 

a n d c o n t a i n i n g a c r e * , m o r e n r l e s * . . f i V G 
1 . I t Is a g r e e d t h a t t h i s teas** s h a l l r i - i n a i i i Ln f n u v f o r a t i - r m o f X X / y c n r s f r o m t h i s d a t e a n d a s l o n g t h e r e a f t e r a s o i l o r p a s o f w h a t s o e v e r 

n a t u r e o r k i n d Is p r o d u c e d f r o m s a i d l e a s e d p r e m i s e s o r o n a c r e a g e p o o l e d t h e r e w i t h , o r d r i l l i n g o p e r a t i o n s a r r c o n t i n u e d a s h e r e i n a f t e r p r o v i d e d . 
I f , a t t h e e x p i r a t i o n o f t h e p r i m a r y t e r m o f t h i s l e a s e , o i l o r u a * i s n o l b e i n g p r o d u c e d o n t h e l e a s e d p r e m i s e s o r o n a c r c n g e p o o l e d t h e r e w i t h b u t 
L e s s o r Is t h e n e n g a g e d i n d r i l l i n g o r r e - w o r k i n g o p e r a t i o n s t h e r e o n , t h e n t h i s l e a s e s h a l l c o n t i n u e i n l o r c o so l o n g a s o p e r a t i o n s a r e b e i n g c o n t i n u ­
o u s l y p r o s e c u t e d o n t h e l e a s e d p r e m i s e s o r o n a c r e a g e p o o l e d t h e r e w i t h ; a n d o p e r a t i o n s s h n l l h e c o n s i d e r e d 1 t o b e c o n t i n u o u s l y p r o s e c u t e d i f n o l 
m o r e t h a n n i n e t v ( !H_) d a v s s h a l l e l a p s e b e t w e e n t h e c o m p l e t i o n o r a b a n d o n m e n t o f o n e w e l l a n d t h r b e g i n n i n g o f o p e r a t i o n s l o r t h e d r i l l i n g o f a 
s u b s e q u e n t w e l l . I f a f t e r d i s c o v e r y o f n i l o r g a s o n s a i d l a n d o r o n a c r e a g e p o o l e d t h e r e w i t h , t h e p r o d u c t i o n t h e r e o f s h o u l d c e a s e f r o m a n y c a u s e 
a f t e r t b e p r i n i a r v t e r m , t h i s l e a s e s h a l l n o t t e r m i n a t e i f L e s s e e c o m m e n c e s a d d i t i o n a l d r i l l i n g '> i r e - w o r k i n g o p e r a t i o n s w i t h i n n i n e t y ( 9 0 ) d a y s f r o m 
d a t e o f c e s s a t i o n o f p r o d u c t i o n o r f r o m d a l e o f c o m p l e t i o n o f i l r v h i d e . I f o i l o r g a s s h a l l b e d i s c o v e r e d a n d p r o d u c e d a s a r e s u l t o f s u c h o p e r a ­
t i o n s n t o r a f t e r t h e e x p i r a t i o n o f t h e p r i m a r y t e r m o f ( h i s l e a s e , t h i s l e a s e s h a l l c o n t i n u e t n f o r c e s o l o n g , a s o i l o r g a i Is p r o d u c e d f r o m t h e t e a s e d 
p r e m i s e s o r o n a c r e a g e p o o l e d ( h e r e w i t h . 

2 . I h i s i s a I W I I M T L E A S E . I n c o n s i d e r a t i o n o f I h e d o w n r a s h p a v i n e n t . L e s s o r a g r e e s t h a t L e s s e e s h a l l n o t b e o b l i g a t e d , e x c e p t as o t h e r ­
w i s e p r o v i d e d h e r e i n , t o c o m m e n c e o r c o n t i n u e a n y o p e r a t i o n s d u r i n g t h e p r i m a r y t e r m . L e s s e e m a y a t a n y t i m e o r t i m e s d u r i n g o r a f t e r t h e p r i ­
m a r y t e r m s u r r e n d e r t h i s l e a s e a s t o a l l o r a n y p o r t i o n o f s a i d l a n d n n d a s t o a n v s t r a t a o r s t r a t u m b y d e l i v e r i n g t o L e s s o r o r b y f i l i n g f o r r e c o r d a 
r e l e a s e o r r e l e a s e s , a n i l b e r e l i e v e d o f a l l o b l i g a t i o n t h e r e a f t e r a c c r u i n g a s t o t h e a c r e a g e s u r r e n d e r e d . 

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

( 1 / K ) p a r t o f a l l o i t p r o d u c e d a n d s a v e d f r o m ( h e l e a s e d p r e m i s e s . 
2 n d . T o p a y L e s s o r o n e - e i g h t h ( l / R ) o f t h e g r o s s p r o c e e d s e a c h y e a r , p a y a b l e q u a r t e r l y , f o r t h e g a s f r o m e a c h w e l l w h e r e g a s o n l y i s 

f o u n d , w h i l e t h e s a m e is b e i n g u s e d o f f t h e p r e m i s e s , a m i I f u s e d i n t h e m a n u f a c t u r e o l g a s o l i n e a r o y a l t y o f o n e - e i g h t h ( 1 / 8 ) , p a y a b l e 
m o n t h l v a t t h e p r e v a i l i n g m a r k e t - a t e f o r g a s . 

• I r d . T o p a v L e s s o r f o r g a s p r o d u c e d f r o m a n v o i l w e l l a n d u s e d o f f t h e p r e m i s e s o r i n t h e m a n u f a c t u r e o f g a s o l i n e o r a n y o t h e r p r o d u c t 
a r o y a l t y o f o n e - e i g h t h ( I / 8 ) o f t h e p r o c e e d s , a t t h e m o u t h o f t h e w e l l , p a v a b l e m o n t h l v a t t h e p r e v a i l i n g m a r k e t r a l e . 
• I . W h e r e g a s f r o m a w e l l c a p a b l e o l p r o d u c i n g g a s i s n o l s o l d o r u s e d . L e s s e e m a y p a y o r l e n d e r n s r o v a l t v t o t h e r o y a l t y o w n e r s O n e 

D o l l a r p e r y e a r p e r m t r o v a l t v a c r e r e t a i n e d h e r e u n d e r , s u c h p a y m e n t o r l e n d e r l o b e m a d e o n o r b e f o r e l h e a n n i v e r s a r y d a l e o f t h i s l e a s e n e x t 
e n s u i n g a f t e r t h e e x p i r a t i o n o f !Hk d a v s f r o m t h e d a l e s u c h w e l l i s s h u t i n a n d t h e r e a f t e r o n o r b e f o r e t h e a n n i v e r s a r y d a t e o f t h i s l e a s e d u r i n g t h e 
p e r i o d s u c h w e l l i s s h u t i u . I f s u c h p a v m c n l o r t e n d e r is m a d e , i t w i l l b e c o n s i d e r e d t h a t g a s i s b e i n g p r o d u c e d w i t h i n t h e m e a n i n g o f t h i s l e a s e . 

f>. I f s a i d L e s s o r o w n s a l e s s i n t e r e s t i n ( h e a b o v e d e s c r i b e d l u n d t h a n t h e e n t i r e a n d u n d i v i d e d f e e s i m p l e e s t a t e t h e r e i n , t h e n t h e r o y a l t i e s 
( I n c l u d i n g u n y s h u t - i n g a s r o v a l t v ) h e r e i n p r o v i d e d f o i s h a l l b e p a i d t h e L e s s o r o n l y i n t h e p r o p o r t i o n w h i c h L e s s o r ' s I n t e r e s t b e a r s t o t h e w h o l e 
a n d u n d i v i d e d f e e . 

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

7 . W h e n r e q u e s t e d b y L e s s o r . L e s s e e s h a l l b u r v L e s s e e ' s p i p e l i n e b e l o w p l o w d e p t h . 
8 . N o w e l l s h a l l b e d r i l l e d n e a r e r t h a n ' K U i f e e l ( o ( l i e h o u s e o r b a r n n o w m i s a i d p r e m i s e s w i t h o u t w r i t t e n c o n s e n t o f L e s s o r . 
9 . L e s s e e s h a l l p a y f o r d a m a g e s c a u s e d b y L e s s e e ' s o p e r a t i o n s t o u r u w l n t : c r o p s o n s a i d l a n d . 

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

I I . T h e r i g h t s o f L e s s o r a n d L e s s e e h e r e u n d e r m a y h e n s s i g m - r ] i n w h o l e o r p a r t . N o c h a n g e i n o w n e r s ! . I p o f L e s s o r ' s I n t e r e s t ( b y a s s i g n m e n t 
o r o t h e r w i s e ) s h a l l b e b i n d i n g o n L e s s e e u n t i l L e s s e e h a s b e e n f u r n i s h e d w i t h n o t i c e , c o n s i s t i n g o f c e r t i f i e d c o p i e s o f n i l r e c o r d e d I n s t r u m e n t s o r 
d o c u m e n t s a n d o t h e r i n f o r m a t i o n n e c e s s a r y t o e s t a b l i s h a c o m p l e t e c h a i n o f r e c o r d t i t l e f r o m L e s s o r , a n d t h e n o n l y w i t h r e s p e c t t o p a y m e n t s 
t h e r e a f t e r m a d e . N o o l h e r k i n d o f n o t i c e , w h e t h e r a c t u a l o r c o n s t r u c t i v e , s h a l l b e b i n d i n g o n L e s s e e . N o p r e s e n t o r f u t u r e d i v i s i o n o f L e s s o r ' s 
o w n e r s h i p n s t o d i f f e r e n t p o r t i o n s o r p a r c e l s o f s a i d l a n d s h a l l o p e r a t e t o e n l a r g e t h e o b l i g a t i o n s o r d i m i n i s h t h e r i g h t s o f L e s s e e , a n d a l l L e s s e e ' s 
o p e r a t i o n s m a y b e c o n d u c t e d w i t h o u t r e g a r d l o a n v s u c h d i v i s i o n . I f n i l o r n n v p a r t o f t h i s l e a s e i s a s s i g n e d , n o l e a s e h o l d o w n e r s h a l l b e l i a b l e f o r 
a n y a c t o r o m i s s i o n o f a n y o t h e r l e a s e h o l d o w n e r . 

I 2 . L e s s e e , a t i t s o p t i o n , i s h e r e b y g i v e n t h e r i g h t a n d p o w e r a t a n v t i m e a n d f r o m t i m e t o t i m e as a r e c l i n i n g r i g h l , e i t h e r b e f o r e o r a f t e r 
p r o d u c t i o n , a s t o a l l o r a n v p a r t o f t h e l a n d d e s c r i b e d h e r e i n a n d as Lo a n y o n e n r m o r e o f t h e f o r m a t i o n s h e r e u n d e r , l o p o o l o r u n i t i z e ( h e l e a s e ­
h o l d e s t a t e a n d t h e m i n e r a l e s t a t e c o v e r e d b v t h i s l e a s e w i t h o t h e r l a n d , l e a s e o r l e a s e s i n t h e I m m e d i a t e v i c i n i t y f o r t h e p r o d u c t i o n o f o i l a n d g a s , 
o r s e p a r a t e l y f o r t h e p r o d u c t i o n o f e i t h e r , w h e n i u L e s s e e ' s j u d g m e n t i t i s n e c e s s a r y o r a d v i s a b l e t o d o s o , a n d I r r e s p e c t i v e o f w h e t h e r a u t h o r i t y 
s i m i l a r t o t h i s e x i s t s w l l h r e s p e c t t o s u c h o l h e r l a n d , l e a s e o r l e n s e s . L i k e w i s e , u n i t s p r e v i o u s l y f o r m e d l o i n c l u d e f o r m a t i o n s n o t p r o d u c i n g o i l o r 
g a s . m a y b e r e f o r m e d t o e x c l u d e s u c h n o n - p r o d u c i n g f o r m a t i o n s . T h e f o r m i n g o r r e f o r m i n g o f a n y u n i t s h n l l b e a c c o m p l i s h e d b y L e s s e e e x e c u t i n g 
a n d f i l i n g o f r e c o r d a d e c l a r a t i o n o f s u c h u n i t i z a t i o n o r r e f o r m a t i o n , w h i c h d e c l a r a t i o n s h a l l d e s c r i b e t h e u n i t . A n y u n i t m a v i n c l u d e l a n d u p o n 
w h i c h a w e l l h a s t h e r e t o f o r e b e e n c o m p l e t e d o r u p o n w h i c h o p e r a t i o n s f o r d r i l l i n g h a v e t h e r e t o f o r e b e e n c o m m e n c e d . P r o d u c t i o n , d r i l l i n g o r r e ­
w o r k i n g o p e r a t i o n s o r a w e l l s h u t i n f o r w a n t o f a m a r k e t a n v w h e r e o n a u n i t w h i c h i n c l u d e s a l l o r a p a r t o f t h i s l e a s e s h a l l b e t r e a t e d as I f I t w e r e 
p r o d u c t i o n , d r i l l i n g o r r e w o r k i n g o p e r a t i o n s o r a w e l l s h u t l u f o r w a n t o f a m a r k e t u n d e r I b i s l e a s e . I n l i e u o f t h e r o y a l t i e s e l s e w h e r e h e r e i n s p e c i ­
f i e d , i n c l u d i n g s h u t - i n g a s r o y a l t i e s . L e s s o r s h a l l r e c e i v e o n p r o d u c t i o n f r o m t h e u n i t s o p o o l e d r o y a l t i e s o i d y o n t h e p o r t i o n o f s u c h p r o d u c t i o n 
a l l o c a t e d l o t h i s l e a s e ; s u c h a l l o c a t i o n s h a l l b e t h a t p r o p o r t i o n o f t h e u n i t p r o d u c t i o n t h a t t h e t o t a l n u m b e r o f s u r f a c e a c r e s c o v e r e d b v t h i s l e a s e 
a n d i n c l u d e d i n t h e u n i t b e a r s l o I h e t o t a l n u m b e r o f s u r f a c e a c r e s i n s u c h u n i t . I n a d d i t i o n l o t h e f o r e g o i n g . L e s s e e s h a l l h a v e t h e r i g h t t o u n i t i z e , 
p o o l , o r c o m b i n e a l l o r a n v p a r t o f t h e a b o v e d e s c r i b e d l a u d s a s t o o n e o r m o r e o f l h e f o r m a t i o n s t h e r e u n d e r w i t h o t h e r l a u d s i n t h e s a m e g e n e r a l 
a r e a b v e n t e r i n g i n t o a c o o p e r a t i v e o r u n i t p l a n o f d e v e l o p m e n t o r o p e r a t i o n a p p r o v e d b y a n y g o v e r n m e n t a l a u t h o r i t y a n d , f r o m l i m e t o t i m e , 
w i t h l i k e a p p r o v a l , t o m o d i f y , c h a n g e o r t e r m i n a t e a n v s u c h p l a n o r a g r e e m e n t n n d , i n s u c h e v e n t , t h e t e r m s , c o n d i t i o n s a n d p r o v i s i o n s o f t i n s 
l e a s e s h a l l b e d e e m e d m o d i f i e d t o c o n f o r m t o t h e t e r m s , c o n d i t i o n s , a n d p r o v i s i o n s o f s u c h a p p r o v e d c o o p e r a t i v e o r u n i t p l a n o f d e v e l o p m e n t o r 
o p e r a t i o n a n d , p a r t i c u l a r l y , a l l d r i l l i n g a n d d e v e l o p m e n t r e q u i r e m e n t s o f t h i s l e a s e , e x p r e s s o r i m p l i e d , s h a l l b e s a t i s f i e d b y c o m p l i a n c e w i t h t h e 
d r i l l i n g a n d d e v e l o p m e n t r e q u i r e m e n t s o f s u c h p l a n o r a g r e e m e n t , a n d t h i s l e a s e s h a l l n o t t e r m i n a t e o r e x p i r e d u r i n g t h e l i f e o f s u c h p l a n o r a g r e e ­
m e n t , l u t h e e v e n t t h a t s a i d a b o v e d e s c r i b e d l a n d s o r a n v p a r t t h e r e o f , s h n l l h e r e a f t e r h e o p e r a t e d u n d e r a n y s u c h c o o p e r a t i v e o r u n i t p l a n o f 
d e v e l o p m e n t o r o p e r a t i o n w h e r e b y t h e p r o d u c l i o n t h e r e f i o m Is a l l o c a t e d t o d i f f e r e n t p o r t i o n s o f t h e l a n d c o v e r e d b y s a i d p l a n . t h e n , t h e p r o d u c ­
t i o n a l l o c a t e d t o a n y p a r t i c u l a r t r a c t o f l a n d s h a l l , f o r t h e p u r p o s e o f c o m p u t i n g t h e r o y a l t i e s t o b e p a i r ! h e r e u n d e r Lo L e s s o r , b e r e g a r d e d a * h a v i n g 
b e e n p r o d u c e d f r o m t h e p a r t i c u l a r t r a c t o f l a n d t o w h i c h i t i s a l l o c a t e d n o d n o l t o n n y o t h e r t r a c t o f l a n d : a n d t h e r o y a l t y p a y m e n t s t o b o m a d e 
h e r e u n d e r t o L e s s o r s h a l l b e b a s e d u p o n p r o d u c t i o n o n l v a s s o a l l o c a t e d . L e s s o r s h a l l f o r m a l l y e x p r e s s L e s s o r ' s c o n s e n t t o a n y c o o p e r a t i v e o r u n i l 
p l a n o f d e v e l o p m e n t o r o p e r a t i o n a d o p t e d b y L e s s e e a t t d a p p r o v e d b v n u y g o v e r n m e n t a l a g e n c y b y e x e c u t i n g t h e s a m e u p o n r e q u e s t v i L e s s e e . 

I 3 . A l l e x p r e s s o r I m p l i e d c o v e n a n t s o f t h i s l e a s e s h a l l h e s u b j e c t t o a l l F e d e r a l a n d S t a t e L a w s . E x e c u t i v e O r d e r s , I t u l e s o r R e g u l a t i o n * . « n d 
t h i s l e a s e s h a l l n o l b e t e r m i n a t e d . I n w h o l e o r h i p a r t , n o r L e s s e e h e l d l i a b l e I n d a m a g e s , f o r f a i l u r e t o c o m p l y t h e r e w i t h , i f c o m p l i a n c e Is p r e v e n t e d 
b y , o r i f s u c h f a i l u r e i s t h e r e s u l t n f . a n v s u c h L a w . O r d e r , I t u l e o r R e g u l a t i o n . 

I ' I . L c < s o r h e r e b y w a r r a n t s a m i a g r e e s l o d e f e n d t h e t i t l e t o t h e l a n d s h e r e i n d e s c r i b e d , n n d a g r e e s t h a t t h e Lc_.se r s h a l l h a v e t h e r i g h t a t n n y 
l i m e t o r e d e e m f o r L e s s o r , b y p a y m e n t , a n y m o r t g a g e s , ( a x e s o r o t h e r l i e n s o n Lhe a b o v e d e s c r i b e d l a u d s , i u t h e e v e n t o f d e f u u t . o f p a y m e n t b y 
L e s s o r n n d b e s u b r o g a t e d ( o ( h e r i g h t s o f t h e h o l d e r t h e r e o f , a n d l h e u n d e r s i g n e d L e s s o r s , f o r t h e m s e l v e s a n d t h e i r h e i r s , s u c c e s s o r s a n d a s s i g n s , 
h e r e b y s u r r e n d e r a n d r e l e a s e a l l r i g h t o f d o w e r a n d h o m e s t e a d i n t h e p r e m i s e s d e s c r i b e d h e r e i n , I n s o f a r a s s a i d r i g h t o f d o w e r an t? h o m e s t e a d m a y 
I n n n y w a v a f f e c t t h e p u r p o s e s f o r w h i c h t h i s l e a s e i s m a d e , a s r e c i t e d h e r e i n . 

1 5 . S h o u l d a n y o n e o r m o r e o f t h e p a r t i e s h e r e i n a b o v e n a m e d as L e s s o r f a l l t o e x e c u t e t h i s l e a s e . I t r . h n l . n e v e r t h e l e s s b e b i n d i n g i p o n a l l 
s u c h p a r t i e s w h o d o e x e c u t e i l a s L e s s o r . T h e w o r d " L e s s o r , " as u s e d I n t h i s l e a s e , s h a l l m e a n a n y o n e o r m o r e o r a l l o f t h e p a r t i e s w h « * e x e c u t e 
( h i s l e a s e n s L e s s o r . A l l t h e p r o v i s i o n s o f t h i s l e n s e s h a l l b e b i n d i n g o n t h e h e i r s , s u c c e s s o r s a n d a s s i g n s o f L e s s o r a n d L e i s e e . 

I N W I T N E S S W I I E K E O F , t h i s I n s t r u m e n t Is e x e c u t e d a s o t ( h e d a t e f i r s t a b o v e w r i t t e n . 
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RECEIVED 
P R O D U C K U S R S - I ' A l l ) UP | | ( | Q ^ l Q p 
Rev . 5-tiO, N o . 2 

OIL AND GAS L E A S E 
JUL 3 
Ans'd. 

AGREEMENT, Made and entcrec to thr 2 9 U l d l v o f _1__2? . 19______L. by nnd boiwren 

Edward S. Gallegos, Jr. and Shirley A. Gallegos, husband and wife 

whose post off ice address is 6 4 6 8 W. A f b O P ^ r . , L j t t l e t O n _ , CO 8 0 1 ? hereinafter called Lessor (whether one or more) anil 

Kindermac Partners, a Col orado i v h o s c p o f t . , f i r (. i l ( 1 ( l r e s s . . 6_50_ S. Cherry St. , Suite ^ Z h J S ™ ^ l i ? , : 8 0 

general partnership T . 
W I T N E S S E T H . T h a t t l i e Lessor , f o r and in c o n s i d e r a t i o n o l j_=.n__d_IJU j h U l__C D O L L A R S 

cash i n h a n d p a i d , the r ece ip t o f w h i c h is he reby ack n o w ledead . and Un* covenan t s and agreements h e r e i n a f t e r c o n t a i n e d , has Kran ted , d e m i s e d , 
leased and l e t , and bv these presents does ('.rant, demise , lease and let e \ c l u s i v e l v u n t o the said Lessee, t l i e l and h e r e i n a f t e r d e s c r i b e d , w i l l i the 
exc lus ive r i g h t f o r the p u rpose o f m i n i n g , e x p l o r i n g b y e.eopln sical and o t h e r m e t h o d s , and o p e r a t i n g f o r and p roduc inc . t h e r e f r o m o i l ami a l l e.as o f 
wha t soeve r n a t u r e or k i n d , w i t h r i gh t s o f way a m i easements f o r l av inf : p ipe lines,_and e r e c t i o n o f s t r u c t u r e s t h e r e o n t o p r o d u c e , save and take care 

of said p r o d u c t s , a l l t h a t c e r t a i n t r a c t cd land s i t ua t ed in the C o u n t y o f R l O " t T j D 3 

S l a t ( , , , f N e W M e X i C O . desc r ibed as f o l l o w s , t o - w i t : 

Township 32 North, Range 4 West 
Section 15: E/2NE/4, NE/4SE/4 

120 and c o n t a i n i n g 
l . I t is agreed tha t th i s lease 

m o r e 
shal l r e m a i n in f 

na tu re or k i n d is p r o d u c e d f r o m said leased premises or o n acreag 
I f , at the e x p i r a t i o n o f the p r i m a r y t e r m o f I h i s lc;ise, o i l o r gas i 
Lessee is t h e n engaged i n d r i l l i n g o r r e - w o r k i n g o p e r a t i o n s theveoi 
o u s l v p r o s e c u t e d o n the leased premises or o n acreage p o o l e d t h e i e w 
m o r e t h a n n i n e t y ( 9 0 ) days shal l elapse b e t w e e n the c o m p l e t i o n o r , t 

subsequen t w e l l . I f a f t e r d i s c o v e r y o l ( t i l o r cas o n said land or o n acre,ice poo ] , 
af l e r the p r i m a r y t e r m , t h i s lease shnl l n o t t e r m ina te i f Lessee c o m mc nee s add i I in 
date o f cessat ion o f p r o d u c t i o n o r f r o m date o f c o m p l e t i o n o f d r v h o l e . If o i l 
t i o n s at or a l t e r the e x p i r a t i o n o f the p r i m a r y t e r m o f thi"; lease, th is lease shall 
premises or o n acreage p o o l e d t h e r e w i t h . 

2. I his is a I 'A I D - t ' P L E A S E . I n c o n s i d e r a t i o n o f the d o w n cash p a y m e n t . Le-
wise p r o v i d e d here in . , to c o m m e n c e o r c o n t i n u e anv o p e r a l i o n s d u r i n g the p i i m a r v t 
m a r v t e r m sur render th i s lease as to a l l or anv p o r t i o n o f said l and and as to ;mv sir . 
release or releases, a m h b e re l i eved o f a l l o b l i g a t i o n t h e r e a f t e r a c c r u i n g as to the aereaga 

3. I n c o n s i d e r a t i o n o f the premises the sairl Lessee covenan t s and agrees: 
1st. T o de l i ve r to the c r e d i t o f Lessor, f ree o f cos t , in the pips 

( 1 / 8 ) p i v t o f a l l o i l p r o d u c e d and saved f r o m the leased premises . 
2 n d . 'To pav Lessor o n e - e i g h t h ( 1 / 8 ) o f the gross proceeds each vent-

f o u n d , w h i l e t l i e same is be ing used o f f the pre in ise s. and i f u - -ed in t h 
m o n t h l y at the p r e v a i l i n g m a r k e t rate f o r gas. 

3 r d . T o pav Lessor f o r gas p r o d u c e d f r o m any o i l w e l l and used o f f (In 
a r o y a l t y o f o n e - e i g h t h (1 /H) o f Lhe p roceeds , at the m o u t h of tin* u . d l . pa\ 
• l . Where gas f r o m a w e l l capable o f p r o d u c i n g gas is n o t sold or used 

D o l l a r per year per ne t r o y a l t y acre r e t a ined h e i e u n d e r . such p a v m e n t or tende 
ensu ing a f t e r the e x p i r a t i o n o f dav s f r o m the date suc h w e l l is shul in and t! 
p e r i o d such w e l l is shu t i n . I f such p a v m e n t o r t ende r is m a d e , it w i l l he cons 

T>. I f said Lessor o w n s a less in teres t in (he above d e s e n h i d land t h a n t i n 

f t a t e r m X X l / v r , t i s ^ r o | n ( n i s 

p o o l e d t h e r e w i t h , or d r i l l i n g 
l o t be ing p r o d u c e d on the Ic 
t h e n th i s leas*.' shal l c o n U m i 

th ; and o p e r a t i o n ' 
ia nd • MI me n 1 o f o n 

and as l o n g t h e r e a f t e r as o i l or gas o f wha tsoever 
i p e r n l i o n s are c o n t i n u e d as h e r e i n a f t e r p r o v i d e d , 
sed premises or o n acreage p o o l e d t h e r e w i t h b u t 
i n f o r c e so l o n g as o p e r a t i o n s are be inf. c o n t r u i -

hn l l he cons ide red to he c o n t i n u o u s l v p ro secu t ed i f no t 
' . e l ! and the b e g i n n i n g o f opera t i o n s f o r t he d r i l l i n g o f a 

'] t h e r e w i t h , the p r o d u c t i o n (he reo f s h o u l d cease f r o m any cause 
nnl d r i l l i n g o i r e - w o r k i n g o p e r a t i o n s w i t h i n n i n e t y (!!<>) days f r o m 
or gas shal l he d i scove red and p r o d u c e d as a res id t o f such o p c r n -
c o n t i n u e i n f o r c e so long as o i l or gas is p r o d u c e d f r o m the leased 

es tha t Lessee shall n o t be o b l i g a t e d , e x c e p t as o the r -
•ssec m a y nt anv t i m e or t imes dur ing , or a f t e r the p t i -
a t u m b v d e l i v e r i n g to Lessor or bv f i l i n g f o r r e c o r d a 

s u r r e n d e r e d . 

;sor ngr 
• • r m . I . 
ita or s' 

to w h i c h Lessee mav connec t we l l s o n said l a n d , the e q u a l o n e - e i g h t h 

pavab l e qunr 
.• tn ami fact ur*. 

e r l v , f. 
o f gasr 

r the gas f r o m each w e l l w h e r e gas o n l v is 
l ine a r o v a l t v o f one -e igh th (1 / 8 ) , pa \ able 

pre s o i in the m a n u f a c t u r e o f gasol ine or any o t h e r p r o d u c t 
thle m o n t h l v at (l ie p i evad ing m a r k e t ra te . 
Lessee m a v pav o r l e n d e r as r o v a l t v to the r o v a l t v o w n e r s ( h i e 
to In- made o n ot b e f o r e the ann ive r sa rv date o f t h i s lease n e x t 

• l e a f i e r o n or b e f o i e (he anniversarv date o f (h is lense dur ing, the 
lered tha t gas is be ing p r o d u c e d w i t h i n the m e a n i n g o f th i s lease, 
en t i r e and u n d i v i d e d fee s imple estale t h e r e i n , (hen the r o v n l l i e s 

p r o p o r t i o n w h i c h Lessor 's in teres t bears t o the w h o l e 

d i c t a t i o n ( h e r e o n , e x c e p t wa te r f r o m 

i t w r i t If 
ow d e p t h , 
n said pi emises w: 
n i p s o n sa id la I H ] . 
f i x t u r e s placer! o n said premises 

n c o n sen t o f Lessor 

i n c l u d i n g the r i g h t t o d r a w and 

oT r e c o r d 1,11c f i t 

h a l l be b i n d i n g < 
ilarge the o b h g d 
:11V p.u I o f t ins Ie 

in o w n e r s h i p o f Lessor 's in teres t (by ass ignment 
o f c e r l i f i e d copies o f a l l r eeorded i n s t r u m e n t s or 
Lessor, and t h e n o n l v w i t h respect l o p a y m e n t s 

Lessee. N o present <>r f u t u r e d i v i s i o n of Lessor 's 
s ' i r d i m i n i s h (he r i g h t s o f Lessee, and al! Lessee's 
is assigm-d. no leasehold o w n e r shall be l iable f o r 

f r o m tune to 11 ni i 
l o r e o f t h e t o i m a f i 
!• s i n t h e i i n i n e d ia I -

or atlv isahle t f , d< 

l ing. t it" 111 . i f f . bet , 
MIS h e i e u n d e r . to p o o ! o r u n i t i z e the tease-

\ ic i ni t v f o r I lie p r o d u c l i o n o f o i l and gas, 
> so, and i i respect ive o f whe t her an t h o r i t v 

( i n c l u d i n g any s h u t - i n gas r o y a l t y ) h e r e i n p r o v i d e d f o r shall he pa id the I essor o n l v m the 
and u n d i v i d e d fee. 

( i . Lessee shal l have the r i gh t to use, f r ee o f cos t , gas. o i l and wa te r p r o d u c e d on said la in] f o r L> 
the we l l s o f Lessor . 

7. W h e n r e q u c s l e d bv Lessor, Lessee shal! b u r y Lessee's pipe l ine b e l o w p i 
8. N o w e l l shall be d r i l l e d nearer t h a n 2(H) fee t l o the house or b a i n now M 
!>. Lessee shal l pay f o r damages caused bv Lessee's operat ions- l o grow ing c 

10, Lessee shall have the r i g h t at a n y t i m e to r e m o v e al l m a e h i n e r v a m i 
remov e cas ing. 

I 1. T h e r i g h t s o f Lessor and Lessee h e r e u n d e r mav be .isstgned in w l n d e or p a r t . N o change 
or o t h e r w i s e ) shall be b i n d i n g o n Lessee u n t i l Lessee has been l u r n i s h e d w i t h n o t i c e , cons i s t i ng 
d o c u m e n t s a n d o t h e r i n f o r m a t i o n necessary t o es tabl i sh a e o t n p h te ( ban 
t h e r e a f t e r m a d e . N o o t h e r k i n d o f n o t i c e , w h e t h e r a c t u a l or c o n s t r u c t i v e 
o w n e r s h i p as t o d i f f e r e n t p o r t i o n s o r parcels o f said l a n d shal l opera te to 
o p e r a t i o n s mav be c o n d u c t e d w i t h o u t regard to any such d i v i s i o n . I f al l " i 
anv net or o m i s s i o n o f anv o t h e r leasehold o w n e r . 

Lessee, at i ts o p t i o n , is he reby g iven the t i g h t and p o w e r at anv 
p r o d u c t i o n , as t o al l or anv p a i l o f the l aud d e s c t i b e d h e i e m and as to M M 
h o l d estate and the m i n e r a l estate c o v e i e d bv Ih is lease w i t h o l h e r l a n d . le. 
or separa te ly f o r the p r o d u c t i o n o f e i t h e r , w h e n i n Lessee's j u d g m e n t it is 
s i m i l a r to t h i s exis t s w i t h respect l o such o t h e r l a n d , lease or leases. L i k e w ise, u n i t s p r e v i o u s l y f o r m e d to i n c l u d e f o r m a t i o n s n o t p r o d u c i n g o i l or 
gas, m a v be r e f o r m e d to e x c l u d e such n o n - p r o d u c i n g , f o r m a t i o n s . The f o r m i n g or r e f o r m i n g o f anv u n i t shal l be a c c o m p l i s h e d hv Lessee e x e c u t i n g 
and f i l i n g o f r e c o r d a d e c l a r a t i o n o f such u n i t i z a t i o n o r r e f o r m a t i o n , w h i c h d e c l a r a t i o n shall descr ibe the u n i t . A n y u n i t m a v i n c l u d e land u p o n 
w h i c h a w e l l has t h e r e t o f o r e been c o m p l e t e d or u p o n w h i c h o p e r a t i o n s f o r d r i l l i n g have t h e r e t o f o r e been c o m m e n c e d . P r o d u c t i o n , d r i l l i n g or re­
w o r k i n g o p e r a t i o n s or a w e l l shut in f o r w a n t o f a m a r k e t anv where o n a u n i t w h i c h i nc ludes al l or a pa r t o f th i s lease shnll be t r ea t ed as i f i t were 
p r o d u c t i o n , d r i l l i n g ur r e w o r k i n g , o p e r a t i o n s or a w e l l shut iu f o r w a n t o f a m a r l o t u n d e r th is lease. I n l ieu o f the r o y a l t i e s e lsewhere he re in speci­
f i e d , i n c l u d i n g s h u t - i n gas r o y a l t i e s . Lessor shah receive o n p r o d u c t i o n f i o t n the u n i t so pooler ! r o \ - a l l i e s o n l v on l b " p ' n l i o n o f sued p r o d u c t i o n 
a i i o c a t e d t o t i i i s lease; such a l l o c a t i o n shal l be tha t p r o p o r t i o n o f the u n i l p r o d u c t i o n tha t the t o t a l n u m b e r o f surface acres covered b v th i s lease 
and i n c l u d e d i n t l i e u n i t bears t o tho t o t a l n u m b e r o f sur face acres in such u n i t . I n a d d i t i o n to the f o r e g o i n g . Lessee shal l have the r i g h t to u n i t i / e , 
p o o l , o r c o m b i n e a l l o r anv pa r t o f the above desc r ibed lands as to one or m o r e o f the f o r m a t i o n s t h e r e u n d e r w i t h o t h e r lauds in the same genera! 
area b v e n t e r i n g i n t o a c o o p e r a t i v e o r u n i t p l a n o f d e v e l o p m e n t or o p e r a t i o n a p p r o v e d bv nny g o v e r n m e n t a l a u t h o r i t y a n d , f r o m t i m e to t i m e , 
w i t h l i k e a p p r o v a l , to m o d i f y , change o r t e r m i n a t e anv such p l a n or agreement a n d , in such even t , the t e r m s , c o n d i t i o n s and p r o v i s i o n s o f Ih is 
lease shal l be d e e m e d m o d i f i e d to c o n f o r m t o the t e r m s , c o n d i t i o n s , and prov is ions o f such a p p r o v e d c o o p e r a t i v e o r u n i t p l an o f d e v e l o p m e n t -or 
o p e r a t i o n a n d , p a r t i c u l a r l y , a l l d r i l l i n g and d e v e l o p m e n t r e q u i r e m e n t s o f (h is leas.-, express or i m p l i e d , shall be sa t i s f i ed b y c o m p l i a n c e w i t h the 
d r i l l i n g a n d d e v e l o p m e n t r e q u i r e m e n t s o f such p l a n o r ag reemen t , and th i s lease shal l n o t t e r m i n a t e or e x p i r e d u r i n g the l i f e o f such p l a n or agree­
m e n t . I n the event t h a t said above desc r ibed lands o r anv par t t h e r e o f , shall h e r e a f t e r be o p e r a t e d u n d e r any such c o o p e r a t i v e o r u n i t p l a n o f 
d e v e l o p m e n t o r o p e r a t i o n w h e r e b y the p r o d u c t i o n t h e r e f r o m is a l l o c a t e d to d i f f e r e n t p o r t i o n s o f the land cove red b y said p l a n , t h e n the p r o d u c ­
t i o n a l l o c a t e d t o any p a r t i c u l a r t r a c t o f l a n d shal l , f o r tho pu rpose o f c o m p u t i n g the r o y a l t i e s to be p a i d h e r e u n d e r to Lessor, be regarded as having, 
been p r o d u c e d f r o m the p a r t i c u l a r t r ac t o f h ind to w h i c h it is a l l o c a t e d and no t to anv o t h e r t rac t o f l a n d ; and the r o y a l t y p a y m e n t s to be made 
h e r e u n d e r t o Lessor sha l l be based u p o n p r o d u c t i o n o n l y as so a l l o c a l e r i . Lessor shal l f o r m a l l y express Lessor 's consen t to any c o o p e r a t i v e or u n i t 
p l a n o f d e v e l o p m e n t o r o p e r a t i o n a d o p t e d b y Lessee and a p p r o v e d b v anv g o v e r n m e n t a l agency bv e x e c u t i n g the same u p o n reques t of Lessee, 

13. A l l express o r i m p l i e d covenan t s o f t h i s lease shall he subjec t to al l Eed 'Ta! and Sta te L a w s , E x e c u t i v e Orde r s , Ru les or R e g u l a t i o n s , and 
th i s lease shal l n o t be t e r m i n a t e d , in w h o l e o r in p a r t , not Lessee he ld l iable in damages, f o r f a i l u r e t< 
b y , or i f such f a i l u r e is t l i e resul t o f , anv such L a w , O r d e r , R u l e o i \\<"go la ( io n . 

I 1. Lessor he reby w a r r a n t s and agrees to d e f e n d the t i t l e to (lie lands he re in d e s c r i b e d , 
t i m e to r e d e e m f o r Lessor , by p a v m e n t , anv m o r t g a g e s , t a x i s or o i l i e r hens o n the above dt 

u n d e r s i g n e d Lessors, f 

a m p l y t h e r e w i t h , i f c o m p l i a n c e is p r e v e n t e d 

Mid agrees t h a t the Lessee shal! have the r i g h l at anv 
.cr ibed lands, in the event o f d e f a u l t o f p a v m e n t by 
r themselves and t h e i r he i r s , successors and assigns, 

•s d e s c r i b e d h e r e i n , i n s o f a r as said r i g h t o f d o v nnd h o m e s t e a d ma 
Lessor nnd he s u b r o g a t e d to the r i g h t s o l the h o l d e r t h e r e o f , and the 
hereby su r rende r and release a l l r i g h t o f d o w e r and h o m e s t e a d m the p r e m i s 
i n any w a v a f f e c t the pu rposes f o r w h i c h t h i s lease is m a d e , as r e c i t e d h e r e i n . 

1 f i . S h o u l d any one or m o r e o f the pa r t i e s h e r e i n a b o v e n a m e d as Lessor f a d t o execu te t h i s lease, it shal l never theless l ie b i n d i n g u p o n a l l 
?uch pa r t i e s w h o d o e x e c u t e i t as Lessor . T h e w o r d " L e s s o r , " as used iu th i s lease, shall m e a n anv one or m o r e o r a l l o f the pa r t i e s w h o e x e c u t e 
t h i s lense ns Lessor. A l l the p r o v i s i o n s o f t h i s lease shal l he b i n d i n g o n the hei rs , successors and assigns o f Lessor and Lessee. 

I N W I T N E S S W 1 I E R E O E , th i s i n s t r u m e n t is e x e c u t e d as o f the da le f i r s t above w h i t e n . 

Edward S. Gal 1 egos , Jr. 



SI \ I S Ol 

c(»i'N i v o r j - j - ;- ' ' - ' 1 

i i i I C IRE Mi ' : , (lie tmdci signed, a Nolarv Public, in ami lor said County and Stale, on this 

i • . , y / • • 
da \ o f i;.t._ 1 > \ . 19 , • . , personal ly appeared . '.. ._' '_ _ i...v . '1 -

Oklahoma. Kansas. Now Mexico, W^oniine, Montana, Colnratlu. \ lah. 
Nchraska. Norlh Dakota. South Dakota 

A( KNOW I I I K , M l N 1 INDIV 11)1 Al 

_ . ' . , lo inc known lo be ihe iilenlieal person.^. , described in and w ho execuicd 
( , \ ( / j . . 

the w iihin and foregoing instrument of writing and acknou ledged io me (hat. ' t ! i duly cxeculed the same as K . I X . L \ < _ . free 
and voluntary act and deed lor the uses and purposes theiein sel forth. ' 

IN WITNESS WIIEREOE, I have hercuiuo sel my hand and affixed my notarial seal the day/and year last above writ len-.. 

My Commission Expires. .. ... . . _ . . . _ _ l-2.CU.Li -.-L~li -•• . ' l ' i - .C • : _ 
r r : Notary Publ ic . 

SI A [ T O T 1 Oklahoma, Kansas, New Mexico, \ \ \ uinine;, Montana, Colorado, Utah, 
iss. Nebraska, Norlh Dal.ola, So it I h Dakota 

C O U N T Y O E J A l KNOW I lDCMT.N 1 — INDIV 1DUAI. 

BHEOKH Ml- , the undersigned, a Noiary Public, in and for said County and Slate, on ihis 

day o f ._ . 19 ... personal ly appeared 

and 

., lo me known io be the identical person , described in and who cxcuied 

the \\ ii bin and lot egoing i n si mm en I of u riling and ack now ledged to me I hat. duly executed the same as free 
and voluntary act and deed for the uses and putposcs theiein set (orth. 

IN WITNESS VVHEREOE, 1 have hereunto set my hand and affixed my notarial seal the day and year last above written. 

My Commission Expires 
Notarv Public. 

S l A i l OI 1 A< KNOW I I IK, M I N I (I or use In Corpuralinn) 

COUNT Y Oi . j 

On this.. _ day of. 'Ifilial , A.D. 19 , before me personally 

appeared M ! ^ P 'A'L i i l ^ -<Ju;HI Y , to me personally known, who, being by 

cU?v,ha( he is the _ , __0, 

. . C 0 ^ > AT -_1L^ ; O'CLOCK - I J . . . M 
-^J LLJ...-SZ Bo o f f | r ^ f ^ a n c L ) ' l l a l . '* l e s c a i ^ ' 5?^ to^sakl instrument is the corporate seal of said corporation 

/aid. jtfiVrument w£l sicned and sealed in behalf*' t/t sTiTU corp oral ion 5y authorilv of its Board of Directors, and said 
2 ™ « > • 

• 'ft 

and th 

.«» - '• • To ?i now [cdi^o^jid instrument lo be the free aci arid deed of said corporalion 

W ik^c ŝ my handfaud seal (his ... . \i Q A y i p o ^ : 1 . \ y 1 ^ .. , A.D. 19 

(r> County CU.-.U Rio Ar,iho 

(SEA1 ) 

My Commission expires 

Noiary Public. 

I ! 

a /. 

-a 
c 



M t̂HlUOT 
Jerome P. McHugh & Associates 
Operating Affilliatc: Nassau Resources, Inc. 
650 South Cherry, Suite 1225 
Denver, Colorado 80222 
(303)321-2111 FAX (303) 321-1563 

June 29, 1989 

CERTIFIED - Return Receipt Requested 

Ms. Sophia Martinez 
Star Route, Box 33 
Pagosa Springs, Colorado 81147 

Ladies: 

Jerome P. McHugh, through i t s operating e n t i t y Nassau 
Resources, Inc., plans to d r i l l an approximate 4100' Fruitland 
Coal t e s t i n the SW/4NE/4 of Section 15-T32N-R4W by mid-August. 
The proposed d r i l l i n g / s p a c i n g u n i t for the well i s the E/2 of 
Section 15. 

The county records indicate that you own 12 net mineral 
acres, more or less, i n the following lands: 

As you can see from the attached map, the above described 
acreage f a l l s w i t h i n our proposed d r i l l i n g u n i t . 

We are hereby proposing that you consider one of the two 
fol l o w i n g a l t e r n a t i v e s : 

1. Enclosed are three (3) o r i g i n a l O i l and Gas Lease 
instruments covering your i n t e r e s t i n the E/2NE/4, 
NE/4SE/4 of Section 15-T32N-R4W. Also enclosed 
i s our d r a f t i n the amount of $348.00, being 
$25/net mineral acre f o r your 12 mineral acres 
( t o t a l $300) plus four years of delay rentals 
( t o t a l $48). Our lease provides for a f i v e (5) 
year term and a l/8th r o y a l t y . I n conjunction 
with said lease, enclosed are s i x (6) Ra t i f i c a t i o n 
and Joinder instruments for our Carracas Canyon 
Unit that need to be executed as well as our 
proposed well i s a Carracas Canyon Unit w e l l . I f 
you are married, we ask that both you and your 
spouse execute the leases before a Notary Public, 
f i l l i n your social security number, and return 
two o r i g i n a l s to my a t t e n t i o n . Both of you should 
also sign the R a t i f i c a t i o n instruments before a Notary 
Public and return f i v e (5) to my attention with the 
lease. Upon executing and returning the lease and 
R a t i f i c a t i o n to me, f e e l free to submit the enclosed 
d r a f t to your l o c a l bank as a c o l l e c t i o n item. 

Township 32 North, Range 4 West 
Section 15: E/2NE/4, NE/4SE/4 



Ms. Sophia Martinez 
June 29, 1989 
Page Two 

-0R-

2. Enclosed are two original Authority for Expenditure 
(AFE) instruments No. A52202. In the event you elect 
not to lease with us, you may elect to join as a paying 
and participating working interest owner in our well. 
Based on your 12 net acres in the d r i l l i n g unit, you 
may join for 3.75% (12 acres -r 320 acres) of the 
d r i l l i n g and completion costs, being $15,412.50. I f 
this i s your election, please execute and date one 
copy of the AFE instrument returning i t to my 
attention, at which time I w i l l forward the remaining 
documentation for your participation. 

We request that you respond in writing to this proposal by 
July 15, 1989. Failure to do so will leave us no alternative but 
to request that this well be put on the August 9, 1989 docket of 
the New Mexico Oil Conservation Commission for a forced pooling 
action. 

Feel free to c a l l me at (303) 321-2111 should you have any 
questions. 

Very truly yours, 

Randi E. Collins 
for Kent C. Craig 

KCC/rc 

enclosures 





NASSAU RESOURCES, INC. - AUTHORITY FOR EXPENDITURE 

DATE: £7 JUNE 1989 
LSE NAME: CARRACAS CANYON UNIT 
LOCATION: SW NE SEC 15, T32N R04W 
OPERATOR: NASSAU RESOURCES, INC. 
DESCRIPTION: 41130' FRUITLAND COAL TEST 

AFE NO.: 
WELL NO. 
COUNTY: 
STATE: 

A52202 
15 B-7 
RIO ARRIBA 
NEW MEX. 

4- = + = + =s + = + = + = + = + =+=+ =+= + =+=r+=+= + = + =+= + = + = + = +=+= + : 
ACCOUNTING EXPENDITURE 

CODE DESCRIPTION 

= + = + = + = + = + =5 + = 
TANGIBLE 
COST 

:+=+=+=+=+=+=+=+=+=+= 
INTANGIBLE LEASEHOLD 
COST COSTS 

A-•60105 TITLE COSTS XXXXXXXXX XXXXXXXXX 2, 000 
A-•60202 LEGAL COSTS/SURFACE DAMAGES XXXXXXXXX £, 000 XXXXXXXXX 
A-•60203 SURVEYOR/ARCHEOLOGIST/ROADS/LOCATION XXXXXXXXX £0,000 XXXXXXXXX 
A-•60204 CONTRACT DRILLING XXXXXXXXX 55,000 XXXXXXXXX 
A-•60205 MUD/CHEMICALS/ADDITIVES XXXXXXXXX 10,000 XXXXXXXXX 
A-•60206 WATER/PURCHASE/T RANSPORTATION XXXXXXXXX INCL XXXXXXXXX 
A-•60£07 OPEN HOLE LOGGING XXXXXXXXX 8, 500 XXXXXXXXX 
A-•60208 MUD LOGGING XXXXXXXXX 1, 000 XXXXXXXXX 
A-•60209 DST/FORMATION TESTING XXXXXXXXX 1, 000 XXXXXXXXX 
A-•60210 CORING/CORE ANALYSIS XXXXXXXXX 1, 000 XXXXXXXXX 
A-•60211 TRUCKING/HAULING/CATWORK XXXXXXXXX 1, 000 XXXXXXXXX 
A-•60212 CEMENTING SERVICES XXXXXXXXX INCL XXXXXXXXX 
A-•60213 RENTAL TOOLS AND EQUIPMENT XXXXXXXXX 1, 000 XXXXXXXXX 
A-•60214 PROF SERVICES AND EXPENSES XXXXXXXXX £, 000 XXXXXXXXX 
A-•60215 SUPERVISION/OVERHEAD XXXXXXXXX 5, 000 XXXXXXXXX 
A-•60216 CONTRACT SERVICES/SUPPLIES XXXXXXXXX 1, 500 XXXXXXXXX 
A-•60217 PLUG/ABANDON/CLEANUP XXXXXXXXX 0 XXXXXXXXX 
A-•60218 MISCELLANEOUS/CONTINGENCIES XXXXXXXXX 3, 000 XXXXXXXXX 
A-•60302 CASING, SURFACE &/OR CONDUCTOR INCL XXXXXXXXX XXXXXXXXX 
A-•60303 CASING, INTERMEDIATE 0 XXXXXXXXX XXXXXXXXX 
A-•60304 FLOAT EQUIPMENT & CENTRALIZERS INCL XXXXXXXXX XXXXXXXXX 
A-•60305 CASING HEAD/ DRILLING FLANGE 0 XXXXXXXXX XXXXXXXXX 
A-•60306 NON-CONTROLLABLE EQUIPMENT 0 XXXXXXXXX XXXXXXXXX 

DRY HOLE COST: TOTAL $114,000 < < < 0 112,000 2, 000 

0-•60231 CEMENTING SERVICES XXXXXXXXX 10, 000 XXXXXXXXX 
A~ •60232 COMPLETION UNIT/POWER SWIVEL/PUMP/PITS XXXXXXXXX 15, 000 XXXXXXXXX 
A-•60233 PERFORATING AND CASED HOLE LOGGING XXXXXXXXX 3, 500 XXXXXXXXX 
A-•60234 FORMATION TREATING/FRAC/ACID XXXXXXXXX 55, 000 XXXXXXXXX 
A~ •60235 RENTAL TOOLS & EQUIPMENT XXXXXXXXX 2, 000 XXXXXXXXX 
A--60236 DIRT WORK/CONSTRUCTION XXXXXXXXX 500 XXXXXXXXX 
A~ -60237 CONTRACT SERVICES/SUPPLIES XXXXXXXXX 10, 000 XXXXXXXXX 
A--60238 SUPERVISION/OVERHEAD XXXXXXXXX 4, 000 XXXXXXXXX 
A--60239 PROFESSIONAL SERVICES & EXPENSES XXXXXXXXX 1, 000 XXXXXXXXX 
A--60240 MISCELLANEOUS/CONTINGENCIES XXXXXXXXX 5, 000 XXXXXXXXX 
A--60331 CASING, PRODUCTION «/OR LINER £5,000 XXXXXXXXX XXXXXXXXX 
A--6033£ FLOAT EQUIPMENT & CENTRALIZERS 0 XXXXXXXXX XXXXXXXXX 
A~ -60333 TUBING/PACKER/SPECIAL SUBSURFACE EQUIP 9,000 XXXXXXXXX XXXXXXXXX 
A--60334 RODS/PUMP/AUXILLARY EQUIP 6, 000 XXXXXXXXX XXXXXXXXX 
A--60335 TUBING HEAD/CHRISTMAS TREE 7, 000 XXXXXXXXX XXXXXXXXX 
A--60336 PUMPING UNIT/PRIME MOVER/COMPRESSOR £0,000 XXXXXXXXX XXXXXXXXX 
A--60337 TANKS/STAIRWAY/WALKWAY £0,000 XXXXXXXXX XXXXXXXXX 
A--60338 SEPARATOR/TREATOR/PRODUCTION UNIT £0, 000 XXXXXXXXX XXXXXXXXX 
A--60339 PIPELINE/POWERLINE 80,000 XXXXXXXXX XXXXXXXXX 
A--60340 VALVES/FITTINGS/LINE PIPE 2, 000 XXXXXXXXX XXXXXXXXX 
A--60341 NON-CONTROLLABLE EQUIP/MISC EQUIP 500 XXXXXXXXX XXXXXXXXX 
A--6034£ TRUCKING/HAULING/TRANSPORTATION 1, 500 XXXXXXXXX XXXXXXXXX 

COMPLETION COSTS: TOTAL *£97,000 <<< 191,000 106,000 0 

TOTAL WELL COSTS: *411,000 <<< 191,000 £18,000 2, 000 
=s + s=4- = + =+=-r- = + = + = + = + = + = + == + = + = + = + = + = + =: + = + = + = + 

WORKING INTEREST PARTNER APPROVALS: 
: + = + = +=+ = + = -• 

Sophia Martinez 3.75% 

BY : DATE: 
TITLE 

=s + = + = + = + == + = + = + = + =+= + = + :=-l-=+ = ̂  
McHUGH APPROVALS: 

LAND ENGR. ACCT. PRES. FIELD 
APPR. BY: 



RATIFICATION AND JOINDER OF UNIT AGREEMENT 
AND 

UNIT OPERATING AGREEMENT 

In consideration of the execution of the Unit Agreement for 
the Development and Operation of the Carracas Canyon Unit 
Area, County of Rio Arriba , State of New Mexico, dated 

January 27, 1987 , i n form approved on behalf of the 
Secretary of the I n t e r i o r , and i n consideration of the execution 
or r a t i f i c a t i o n by o t h e r w o r k i n g i n t e r e s t owners of the 
contemporary Unit Operating Agreement which relates to said Unit 
Agreement, the undersigned hereby expressly r a t i f i e s , approves 
and adopts said U n i t Agreement and also s a i d Unit Operating 
Agreement as f u l l y though the undersigned had executed t h e 
o r i g i n a l instrument. 

This R a t i f i c a t i o n and Joinder s h a l l be e f f e c t i v e as to the 
undersigned's i n t e r e s t s i n any lands and leases, or i n t e r e s t s 
t h e r e i n , and r o y a l t i e s presently held or which may arise under 
e x i s t i n g o p t i o n agreements or other i n t e r e s t s i n u n i t i z e d 
substances, covering any lands w i t h i n the un i t area i n which the 
undersigned may be found to have an o i l or gas i n t e r e s t . 

This R a t i f i c a t i o n and Joinder s h a l l be binding upon the 
undersigned, i t s h e i r s , devisees, assigns or successors i n 
i n t e r e s t . 

EXECUTED t h i s day of , 19 . 

Sophia Martinez 

Address: 

STATE OF ) 
) SS. 

COUNTY OF ) 

On t h i s day of , 19 , before me personally 
appeared Sophia Martinez , to me known to be the 
person who executed the foregoing instrument and acknowledged 
that she executed the same as her free act and deed. 

IN WITNESS WHEREOF, I hereunto set my hand and o f f i c i a l 
seal. 

Notary Public 

My commission expires: 



PRODUCERS 88-PAID UP 
Rev. 5-60, No. 2 

OIL AND GAS LEASE 

A G R E E M E N T , Made and entered in to the 2 9 t h d a y o f J u n e 19 8 9 . by and between 

Sophia Martinez 

whose post office.addr.ess is S t a r R O U t e , BOX 3 3 , P a g O S a S p r i n g s , CO h ^ i n f f £ r c a ) ] e d L e s s Q r ( w h e j h e r one or more) arid 

Kindermac Partners, a C o l o r a d o 6 5 0 S Cherrv St Suite 1225, Denver, to 80222 
g e n e r a l p a r t n e r S h l P whose post o f f i ce address i s " ^ u ->• ' J J U ' J U M , < : hereinafter called Lessee: 

WITNESSETH, That the Lessor, fo r and in consideration of T e n a n d I H O r e DOLLARS 
cash ln hand paid, the receipt of which is hereby acknowledged, and the covenants and agreements hereinafter contained, has granted, demised, 
leased and let, and by these presents does grant, demise, lease and let exclusively unto the said Lessee, the land hereinafter described, wi th the 
exclusive right for the purpose of mining, exploring by geophysical and other methods, and operating for and producing therefrom o i l and all gas of 
whatsoever nature or k i n d , w i th rights of way and easements for laying pipe lines, and erection of structures thereon to produce, save and take care 

of said products, all that certain tract of land situated in the County of R j 0 A r r j b a , 

State o f . NeW M e X i C O : described as fol lows, to-wit : 

Township 32 North, Range 4 West 
Section 15: E/2NE/4, NE/4SE/4 
Section 14: NW/4SW/4 

and containing 1 OU acres, more or less. . f ~\ V e 
1. I t is agreed that this lease shall remain in force for a term of /years f r o m this date and as long thereafter as oi l or gas of whatsoever 

nature or k ind is produced f r o m said leased premises or on acreage pooled therewith, or dr i l l ing operations are continued as hereinafter provided. 
I f , at the expiration of the primary term of this lease, o i l or gas is not being produced on the leased premises or on acreage pooled therewith but 
Lessee is then engaged in dri l l ing or re-working operations thereon, then this lease shall continue in force so long as operations are being continu­
ously prosecuted on the leased premises or on acreage pooled therewith; and operations shall be considered to be continuously prosecuted i f not 
more than ninety (90) days shall elapse between the completion or abandonment of one well and the beginning of operations for the drill ing of a 
subsequent well . I f after discovery of o i l or gas on said land or on acreage pooled therewith, lhe production thereof should cease f r o m any cause 
after the primary term, this lease shall not terminate i f Lessee commences additional dri l l ing or re-working operations wi th in ninety (90) days f rom 
date of cessation of product ion or f r o m date of completion of dry hole. If oi l or gas shall be discovered and produced as a result of such opera­
tions at or after the expiration of the primary term of this lease, this lease shall continue in force so long as oil or gas is produced f r o m the leased 
premises or on acreage pooled therewith. 

2. This is a PAID-UP LEASE. In consideration of the down cash payment. Lessor agrees that Lessee shall not be obligated, except as other­
wise provided herein, to commence or continue any operations during the primary term. Lessee may at anv time or times during or after the pri­
mary term surrender this lease as to all or any por t ion of said land and as lo anv strata or stratum by delivering to Lessor or by f i l ing for record a 
release or releases, and be relieved of all obligation thereafter accruing as lo the acreage surrendered. 

3. In consideration of the premises the said Lessee covenants and agrees: 
1st. To deliver to the credit of Lessor, free of cost, in the pipe line to which Lessee may connect wells on said land, the equal one-eighth 

(1/8) part of all o i l produced and saved f r o m the leased premises. 
2nd. To pay Lessor one-eighth (1/8) o f the gross proceeds each year, payable quarterly, for the gas f rom each well where gas only is 

found , while the same is being used o f f the premises, and if used in the manufacture of gasoline a royalty of one-eighth (1/8) , payable 
monthly at the prevailing market rale for gas. 

3rd. To pay Lessor for gas produced f r o m any o i l well and used o f f the premises or in lhe manufacture of gasoline or any other product 
a royal ty of one-eighth (1 /8) of the proceeds, at the mouth of the wel l , payable monthlv at the prevailing market rale. 
4. Where gas f r o m a well capable of producing gas is not sold or used, Lessee mav pay or tender as royalty to the royalty owners One 

Dollar per year per net royalty acre retained hereunder, such payment or tender to be made on or before the anniversarv date of this lease next 
ensuing after the expiration of 90 days f r o m the date such well is shut in and thereafter on or before the anniversary date of this lease during the 
period such well is shut in . I f such payment or tender is made, it wi l l he considered that gas is being produced wi th in the meaning of this lease. 

5. I f said Lessor owns a less interest in the above described land than the entire and undivided fee simple estate therein, then the royalties 
(including any shut-in gas royal ty) herein provided for shall be paid the Lessor only in the proport ion which Lessor's interest bears to the whole 
and undivided fee. —• 

6. Lessee shall have the right to use, free of cost, gas, oi l and water produced on said land for Lessee's operation thereon, except water f rom 
the wells of Lessor. 

7. When requested by Lessor, Lessee shall bury Lessee's pipe line below plow depth. 
8. No well shall be drilled nearer than 200 feet to the house or barn now on said premises wi thout wri t ten consent of Lessor. 
9. Lessee shall pay for damages caused by Lessee's operations lo growing crops on said land. 

10. Lessee shall have the right at any time to remove all machinery and f ixtures placed on said premises, including the right to draw and 
remove casing. 

11 . The rights of Lessor and Lessee hereunder may be assigned in whole or part. No change in ownership of Lessor's interest (by assignment 
or otherwise) shall be binding on Lessee un t i l Lessee has been furnished wi th notice, consisting of certified copies of all recorded instruments or 
documents and other in fo rmat ion necessary to establish a complete chain of record t i l le f rom Lessor, and then only wi th respect to payments 
thereafter made. No other kind of notice, whether actual or constructive, shall be binding on Lessee. No present or future division of Lessor's 
ownership as to dif ferent portions or parcels of said land shall operate to enlarge the obligations or diminish the rights of Lessee, and all Lessee's 
operations may be conducted wi thou t regard to any such division. I f all or any part of this lease is assigned, no leasehold owner shall be liable for 
any act or omission of any other leasehold owner. 

12. Lessee, at its op t ion . Is hereby given the right and power at any time and f r o m lime to time as a recurring right, either before or after 
product ion, as to all or any part of the land described herein and as to any one or more of the formations hereunder, to pool or unitize the lease­
hold estate and the mineral estate covered by this lease w i th other land, lease or leases in the immediate vicinity for the production of o i l and gas, 
or separately for the product ion of either, when itt Lessee's judgment i t is necessary or advisable to do so, and irrespective of whether authority 
similar to this exists w i th respect to such other land, lease or leases. Likewise, units previously formed to include formations not producing o i l or 
gas, may be reformed to exclude such non-producing formations. The forming or reforming of any unit shall be accomplished by Lessee executing 
and f i l ing of record a declaration of such unit izat ion or reformation, which declaration shall describe the uni t . Any unit may include land upon 
which a well has theretofore been completed or upon which operations for dri l l ing have theretofore been commenced. Produclion. dril l ing or re­
working operations or a well shut in for want of a market anywhere on a unit which includes all or a part of this lease shall be treated as if i t were 
product ion, dri l l ing or reworking operations or a well shut in for want of a market under this lease. In lieu of the royalties elsewhere herein speci­
f ied , including shut-in gas royalties. Lessor shall receive on production f rom the unit so pooled royalties only on the port ion of such production 
allocated to this lease; such allocation shall be that propor t ion of the unit production thai the total number of surface acres covered by this lease 
and included in the uni t bears to the total number of surface acres in such uni t . In addit ion to the foregoing. Lessee shall have the right to unitize, 
pool , or combine all or any part of the above described lands as to one or more of the formations thereunder wi th olher lands in the same general 
area by entering into a cooperative or unit plan of development or operation approved by any governmental authority and, f r o m time to t ime, 
w i th like approval, to m o d i f y , change or terminate any such plan or agreemeni and, in such event, the terms, conditions and provisions of this 
lease shall be deemed modif ied to conform to the terms, conditions, and provisions of such approved cooperative or unit plan of development or 
operation and, particularly, all dr i l l ing and development requirements of this least', express or implied, shall be satisfied by compliance with the 
dri l l ing and development requirements of such plan or agreement, and Ihis lease shall n o l terminate or expire during the life of such plan or agree­
ment. In the event that said above described lands or any part thereof, shall hereafter be operated under any such cooperative or un i l plan of 
development or operation whereby the product ion therefrom is allocated to dif ferent portions of the land covered by said plan, then the produc­
t ion allocated to any particular tract of land shall, for the purpose of computing lhe royalties to be paid hereunder to Lessor, be regarded as having 
been produced f r o m the particular tract of land to which it is allocated and not to any other tract of land; and lhe royalty payments to be made 
hereunder to Lessor shall be based upon product ion only as so allocated. Lessor shall formally express Lessor's consent to any cooperative or unit 
plan of development or operation adopted by Lessee and approved by any governmental agency by executing the same upon request of Lessee. 

13. A l l express or implied covenants of this lease shall be subject to all Federal and Stale Laws, Executive Orders, Rules or Regulations, and 
this lease shall not be terminated, in whole or in part, nor Lessee held liable in damages, for failure to comply therewith, if compliance is prevented 
by, or i f such failure is the result o f , any such Law, Order, Rule or Regulation. 

14. Lessor hereby warrants and agrees to defend the ti t le to the lands herein described, and agrees that the Lessee shall have the right at anv 
time to redeem for Lessor, by payment, any mortgages, taxes or other liens on the above described lands, in tlie event of default of payment bv 
Lessor and be subrogated to the rights of the holder thereof, and the undersigned Lessors, for themselves and their heirs, successors and assigns, 
hereby surrender and release all right of dower and homestead in the premises described herein, insofar as said right of dower and homestead may 
in any way affect the purposes for which this lease is made, as recited herein. 

15. Should any one or more of the parties hereinabove named as Lessor fai l to execute this lease, i l shall nevertheless be binding upon all 
such parties who do execute i t as Lessor. The word "Lessor," as used in this lease, shall mean any one or more or all of the parties who execute 
this lease as Lessor. A l l the provisions of this lease shall be binding on the heirs, successors and assigns of Lessor and Lessee. 

IN WITNESS WHEREOF, this instrument is executed as of the date first above wri t ten . 

Sophia Martinez 
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OIL AND GAS LEASK Ans'd 

AGREEMENT, Made and entered Into the 29 til d a y ( ) ( JUUe 19 89 h y a n J h e U v i . l , n 

Norma Maria Madrid 

P. 0. Box 1293, Ferndale, Washington 98248 
vybosrj p o s t o l l i c t address U — r » „ 1 „ - - , ,J „ - _ , h e r e l n a l t e t ca l led Lessor ( w l i c l h c r l i n e o t m o r e ) an i l 
Kindermac Partners-ra Colorado , s n s t s - t 1^5, Denver, 

g e n e r a l p a r t n e r S h i P whose pos t o i n ™ address l s . H . ^ y . _ - ' • 1 l J J t . , OU ' h r r e m a l t e r ca l led Lessee: 

W I T N E S S E T H , That the Lessor , f o r a n d in c o n s i d e r a t i o n o l T e n a l i d 1110 r e D O L L A R S 
cash In h a n d p a i d , the r e c e i p t o f w h i c h Is he reby a c k n o w l e d g e d , and the c i i u ' i i a n l s a n i l ag reements h e r e i n a f t e r c o n t a i n e d , has g r a n t e d , d e m i s e d , 
leased and l e t , and by these presen ts does g r a n t , d e m i s e , lease and let e x c l u s i v e l y o n t o the s.iul Lessee, the l aud h e r e i n a f t e r d e s c r i b e d , w i t h the 
exc lu s ive r i g h t f o r the p u r pose o f m i n i n g , e x p l o r i n g b y g e o p h y s i c a l and o t h e r m e t h o d s , and o p e r a t i n g f o r and p r o d u c i n g t h e r e i r o m o i l and a l l gas o f 
w h a t s o e v e r na tu re or k i n d , w i l h r i g h t s o f w a y and easements f o r l a y i n g p ipe l ines , and e l e c t i o n o l s t r u c t u r e s I h e r e o n to p r o d u c e , sale an i l l ake c u e 

o f said p r o d u c t s , al l t ha t c e r t a i n t r a c t o l l and s i t u a t e d i n the C o u n t y o f R j 0 A P I 1 b f l 

S ta te o f N e W M e X i C O i de sc r ibed as f o l l o w s , t o - w i t : 

Township 32 North, Range 4 West 
Section 15; E/2NE/4, NE/4SE/4 

and c o n t a i n i n g L ^ - Q acres, m o r e o r less. / f l V G 
1. I t is agreed t h a t th i s lease shal l r e m a i n i n f o r c e f o r a t e r m of X X / y e a r s f r o m this da te and as long t h e r e a f t e r as n i l or gas o f wha tsoever 

na tu r e o r k i n d is p r o d u c e d f r o m said teased premises o r o n ucn-uge p o o l e d t h e r e w i t h , or d r i l l i n g o p e r a t i o n s are c o n t i n u e d as h e r e i n a f t e r p r o v i d e d . 
I f , at the e x p i r a t i o n o f the p r i m a r y t e r m o f t h i s lease, o i l o r gas Is n o t be ing p r o d u c e d o n the leased premises or o n acreage p o o l e d t h e r e w i t h h u t 
Lessee is t h e n engager! In d r i l l i n g or r e - w o r k i n g o p e r a t i o n s t h e r e o n , t h e n th i s h ast- shall c o n t i n u e in f o r c e so long as o p e r a t i o n s are be ing c o n t i n u ­
ous ly p r o s e c u t e d o n the leased p remises o r o n acreage p o o l e d t h e r e w i t h ; and o p e r a t i o n s shall lie c o n s i d c i e d to he c o n t i n u o u s l y p r o s e c u t e d i f n o l 
m o r e t h a n n i n e t y ('JO) d a y s shal l elapse b e t w e e n the c o m p l e t i o n or a b a n d o n m e n t of one w e l l and the b e g i n n i n g o f o p e r a t i o n s f o r the d r i l l i n g o f a 
subsequen t w i l l . I f a f t e r d i s c o v e r y o f o i l u r gas o n said l and or o n acreage p o n i e d t h e r e w i t h , lhe p r o d u c t i o n t h e r e o f shou ld cease f r o m any cause 
a f t e r the p r i m a r y t e r m , t h i s lease shal l n o t t e r m i n a t e i f Lessee c o m m e n c e s add i l in na I d r i l l i n g o i r c - w o r k ing o p e r a t i o n s w i t h i n n i n e t y (!)()) days f r o m 
da le o f cessa t ion o f p r o d u c t i o n o r f r o m date o f c o m p l e t i o n o f d r y h o l e . I f o i l or gas shall he d i s cove red and p r o d u c e d us a resu l t o f such opera­
t i o n s itt o r a f t e r the "ex p i r a l i o n o f the p r i m a r y t e r m o f th i s lease, th i s lease shall c o n t i n u e i n f o r c e so l o n g .is o i l or gas is p r o d u c e d f r o m the leased 
p remises o r o n acreage p o o l e d t h e r e w i t h . 

2. T h i s Is a I ' A 1 D - U l 1 L K A S K . I n c o n si i l era t i o n o f the d o w n cash pa v i n c n l , Lessor agrees that Lessee shall n o t be o b l i g a t e d . e x c e p t as o the r ­
wise p r o v i d e d h e r e i n , to c o m m e n c e o r c o n t i n u e anv o p e r a t i o n s d u r i n g lhe p r i m a r y t e r m . Lessee mav at anv t i m e or t i m e s d u i i n g or a f t e r the p i i -
m a r y t e r m smriender t h i s lease as t o a l l or any p o r t i o n o f said lam) ami as to any s l i a t a or s t r a t u m bv d e l i v e r i n g to Lessor or bv f i l i n g f o r r c c o i d a 
release or releases, a n d he r e l i eved o f a l l o b l i g a t i o n t h e r e a f t e r a c c r u i n g .is to the aeieage s u r r e n d e r e d . 

3. I n c o n s i d e r a t i o n o f the p remises the said Lessee covenan t s and agrees: 
1st. T o de l ive r t o t he c r e d i t o f Lessor, f ree o f cos t , i n the p i p e l ine to w h i c h Lessee may c o n n e c t we l l s o n said l a n d , the e q u a l o n e - e i g h t h 

( 1 / 8 ) p a r t o f a l l o i l p r o d u c e d and saved f r o m the leased premises 
2 n d . T o pay Lessor o n e - e i g h t h ( 1 / H ) o f the gross p roceeds eat h year, payab le q u a i t e i l v . [o r the gas f r o m each w e l l whe re gas on lv is 

f o u n d , w h i l e the same is b e i n g used o f f the p remises , and if used in the m a n u f a c t u r e o f gasol ine a r o y a l t y o f one -e igh th ( 1 / 8 ) . payab le 
m o n t h l y at the p r e v a i l i n g m a r k e t rate f o r gas. 

3 r d . T o pay Lessor f o r gas p r o d u c e d f r o m any o i l w e l l and used o f f the premises or in the manufac l u r e of gasol ine or anv o l h e r p r o d u c t 
a r o y a l t y o f o n e - e i g h t h ( I / b ) o f the p roceeds , at the m o u t h nf the u e l l . pa> abb- m o n t h I v at t in - p r e v a i l i n g m a r k e t r a l e . 
•t. Where gas f r o m a w e l l capable o l p r o d u c i n g gas is n o t sold or used, Lessee m a \ pav M I tender as r o y a l l y to the r o y a l t y o w n e i s U m ' 

H o l l a r per year per net r o y a l t y acre r e t a i n e d h e i e u n d e r , sui Ii p a y m e n t or ten-let to b r utade <>n or b e f o r e tbe anniversary da le o f Ih is lease next 
e n s u i n g a f t e r the e x p i r a t i o n o f "10 davs f r o m the date such w e l l is shut in and t h e i e a l b - i i b e f o t e the ann iversa ry date o f i h i s lease d m i n g the 
p e r i o d such w e l l is shut i n . I f such p a y m e n t o r t ende r is made , i t w i l l be c o n s i d c i e d l b it gas is be ing p r o d u c e d w i t h i n lhe m e a n i n g o f th i s lease. 

5. I f said Lessor o w n s a less in t e res t i n the above desc r ibed land than the c n l n c and u n d i v i d i d fee s imp le estate t h e r e i n , t h e n the r o v a l l i c s 
( i n c l u d i n g any s h u t - i n gas r o y a l t y ) h e r e i n p r o v i d e d f o r shal l be pa id the Lessor o n l y in the p r o p o r t i o n w h i c h Lessor 's in ie res t bears to the w h o l e 
and u n d i v i d e d (ee. 

6. Lessee shal l have the r i g h t f o use, f ree o f cos t , gas, o i l and wate r p r o d u c e d o n said l and (or Lessee's o p e r a t i o n I h e r e o n , e x c e p t wate r f r o m 
the we l l s o f Lessor . 

7. W h e n reques ted b y Lessor , Lessee shall b u r y Lessee's p ipe l ine b e l o w p l o w d e p t h . 
8. N o w e l l sha l l be d r i l l e d nearer t h a n 2 0 0 feet to the house or ba rn m m o n said premises w i t h o u t w r i t t e n consen t o f Lessor. 
9. Lessee shal l pay f o r damages caused b y Lessee's o p e r a t i o n s to g r o w i n g c rops o n said ( and . 

10 . Lessee shal l have the r i g h t a l any t i m e to r e m o v e al l ina i h i i u rv and f i x t u r e s p l a t e d o n said premises , i n c l u d i n g the r i g h t to d raw and 
r e m o v e casing. 

1 1. T h e r i g h t s o f Lessor and Lessee h e r e u n d e r may he assigned i n w h o l e or p a r i . N o change in o w n e r s h i p o f Lessor 's in ie res t (by ass ignment 
o r o t h e r w i s e ) shal l be b i n d i n g o n Lessee u n t i l 'Lessee has been f u r n i s h e d w i t h n o t i c e , cons i s t i ng o f c e r t i f i e d copies o f al l r e c o r d e d i n s t r u m e n t s or 
d o c u m e n t s a n d o t h e r i n f o r m a t i o n necessary t o es tabl i sh it c o m p l e t e c h a i n n f r e c o r d l i t l e f i o m Lessor, and t h e n o n l y w i l h respect to p a y m e n t s 
t h e r e a f t e r m a d e . N o o l h e r k i n d o f n o t i c e , w h e t h e r a c t u a l or c o n s t r u c t i v e , shal l be b i n d i n g o n Lessee. N o present or f u t u r e d i v i s i o n o f Lessor 's 
o w n e r s h i p as t o d i f f e r e n t p o r t i o n s o r parce ls o f said l a n d shal l ope ra t e l o enlarge the o b l i g a t i o n s or d i m i n i s h the r i g h t s o f Lessee, and al l Lessee's 
o p e r u l i o n s m a y be c o n d u c t e d w i t h o u t regard t o any such d i v i s i o n . I f al l or anv p a r i o f th is lease is assigned, no leasehold ow ner shal l be l i ab le f o r 
any a c i or o m i s s i o n o f any o t h e r l easeho ld o w n e r . 

12 , Lessee, u l i ts o p t i o n , is h e r e b y g iven the r i g h t a m i p o w e r a l any turn- and f r o m l i m e to t i m e as a r e e u r i i n g r i g h l , e i ther b e f o r e or a f t e r 
p r o d u c t i o n , as to a l l o r a n y p a r t o f t he l a n d d e s c r i b e d h e r e i n a m i as to any one or m o r e o l the f o r m a t i o n s h e r e o n t l e t , to p o o l o r u n i t i z e the lease­
h o l d estate and the m l n e r M estate c o v e r e d bv l i d s tease w i t h o l h e r l a n d , tease or has i * in the i m m e d i a t e v i c i n i t y (or the p i o d u c l i o n o l o i l ami gas, 
or separa te ly f o r the p r o d u c t i o n o f c i t h e r , w h e n In Lessee's j u d g u n n l i l i i necessary or advisable to do so. and h i c s p c c l i w of w h e l h e i a u t h o r i t y 
s i m i l a r l o I h i s exis t s w i t h respect to such o t h e r l a n d , tease or leases, L i k e w i s e , u n i t s p r e v i o u s l y f o r m e d l o i n c l u d e f o r m a t i o n s n u t p r o d u c i n g o i l or 
gus, m a y be r e f o r m e d tt) e x c l u d e such n o n - p i o d in Ing f o r m a t i o n s . The f o r m i n g ur r e f o r m i n g o l any u n i t shall he a c c o m p l i s h e d bv Lessee e \ e i u t i n g 
a n d f i l i n g o f r e c o r d a d e c l a r a t i o n o f such u n i t i z a t i o n or r e f o r m a t i o n , w h i c h d e c l a r a t i o n shall descr ibe the u n i t . A n y u n i t mav i m ho le land u p o n 
w h i c h a w e l l has t h e r e t o f o r e been c o m p l e t e d or u p o n w h i c h o p e r a t i o n s fo r d r i l l i n g h . i w t h e r e l o f o t e been c o m m e n c e d . 1 ' i o d u c t i n u , d u l l i n g or re­
w o r k i n g o p e r a t i o n s o r a w e l l shu t i n f o r w a n t o f a m a r k e t a n y w h e r e o n a u n i l w hu h i nc ludes al l or a pa r t o f th i s lease shall he t r ea t ed as l l i l were 
p r o d u c t i o n , d r i l l i n g or r e w o r k i n g o p e r a t i o n s or a w e l l shut in f o r w a n t o f a m a r k e t unde r th i s lease. I n l ieu o f the r o y a l t i e s e lsewhere he re in speci­
f i e d , i n c l u d i n g s h u t - i n gas r o y a l t i e s . Lessor shal l receive o n p r o d u c t i o n f r o m the u n i t so p o o l e d r o v a l l i c s o n l y o n the p o r t i o n o f such p r o d u c t i o n 
a l l o c a t e d t o th i s lease; such a l l o c a t i o n shal l be t h a t p r o p o r t i o n o f the u n i t p r o d u c t i o n I h a l the t o t a l n u m b e r o f surface acres covered bv Ih is lease 
a n d i n c l u d e d i n the u n i t bears l o the t o t a l n u m b e r o f sur face acres i n such u n i t . I n a d d i t i o n to the f o r e g o i n g . Lesser- shall have the r i g h t to u n i l i / e , 
p o o l , or c o m b i n e a l ! o r any pa r t o f lhe above d e s c r i b e d l andsas to one or m o r e o f the f o r m a t i o n s t h e r e u n d e r w i t h o t h e r lands in lhe same gem tal 
area by e n t e r i n g i n t o a c o o p e r a t i v e or u n i t p l a n o f d e v e l o p m e n t or o p e r a t i o n a p p r o v e d by any g o v e r n m e n t a l a u t h o r i t y and , f i o m t i m e to t u n e , 
w i t h l ike a p p r o v a l , to m o d i f y , change or t e r m i n a t e any suc h p lan or ag reemen t a n d , in such even t , the t e r m s , c o n d i t i o n s and p r o v i s i o n s o l t ins 
lease shal l be d e e m e d m o d i f i e d I n c o n f o r m t o the t e r m s , c o n d i t i o n s , and p r o v i s i o n s o f such a p p r o v e d c o o p e r a t i v e or u n i t p l an o f d e v e l o p m e n t or 
o p e r a t i o n a n d , p a r t i c u l a r l y , a l l d r i l l i n g and d e v e l o p m e n t r e q u i r e m e n t s uf t h i s lease, express <>r i m p l i e d , shall be sa t i s f ied bv c o m p l i a n c e w i t h the 
d r i l l i n g and d e v e l o p m e n t r e q u i r e m e n t s o f such p l a n or a g r e e m e n i , and th i s lease shall n o l t e r m i n a t e or e x p i r e d u r i n g the l i f e of such p lan o i agiec-
m e i U . I n the even t t h a t said above desc r ibed l ands or any p a i l t h e r e o f , shall h e r e a f t e r he o p e r a t e d u n d e r any such c o o p e r a t i v e or u n i t p l a n o f 
d e v e l o p m e n t or o p e r a t i o n w h e r e b y the p r o d u c t i o n t h e r e f r o m is a l l o c a t e d to d i f f e r e n t p o r t i o n s o f the laud covered hy said p l a i t , t h e n the p r o d u c ­
t i o n a l l o c a t e d t o any p a r t i c u l a r t r a c t o f l and sha l l , f o r the pu rpose o f c o m p u t i n g the r o v a l l i c s to he pa id he reunde r to Lessor , be regarded as hav ing 
been p r o d u c e d f r o m the p a r t i c u l a r t r a c t o f l a u d to w h i c h it is a l lo t att i l and no t l o any o t h e r t r ac t of l a n d ; and the ION a l l y p a y m e n t s to be made 
h e r e u n d e r to Lessor shal l be based u p o n p r o d u c t i o n o n l y as so a l l o c a t e d . Lessor shall f o r m a l l y express Lessor 's consent to anv c o o p e r a t i v e or i n i l 
p l a n o f d e v e l o p m e n t o r o p e r a t i o n a d o p t e d by Lessee and a p p r o v e d b y any g o v e r n m e n t a l agency by e x e c u t i n g the same u p o n request o f Lessee. 

13. A l l express o r i m p l i e d c o v e n a n t s o f th i s lease shal l be subjec t tn a l l I ' ede ra l and State L a w s . K x e c u t i v e U r d c r s , I t u l e s or R e g u l a t i o n s , and 
th i s lease shal l n u t be t e r m i n a t e d , iu w h o l e or i u p a r t , no r Lessee he ld l iable iu damages, f o r f a i l u i e to c o m p l y ( h e r e w i t h , i( c o m p l i a n c e is p r e v e n t e d 
b y , o r i f such f a i l u r e is l h e resu l t o f , any such L a w , O r d e r , R u l e or R e g u l a t i o n . 

1-1. Lessor h e r e b y w a r r a n t s and agrees l o d e f e n d the t i t l e to the lands he re in desc i i b e d . and a g u e s tha t l i re Lessee shall have the r i gh t at ins 
t i m e t o r e d e e m f o r Lessor , b y p a y m e n t , anv m o r t g a g e s , taxes or o t h e r l iens o n the above desc r ibed lands , m the event o f d e f a u l t o f p a v m e n t bv 
Lessor a m i be s u b r o g a t e d t o the r i g h t s o f the h o l d e r t h e r e o f , and the unde r s igned Lessors, tor themselves and the i r he i r s , successors and assigns, 
he reby su r r ende r and release al l r i g h t o f d o w e r a m i h o m e s t e a d m the premises desc r ibed h e n i n . i n s o f a r as said r i g h t of d o w e r and homes tead may 
in any way a f f e c t the purposes f o r w h i c h t h i s lease is made , .ts r e c i t e d he re in . 

15. S h o u l d any one o r m o r e o f the p a r l i e s he r e inabove n a n u d as Lessor f a d to execu te th i s lease, it shall never theless be b i n d i n g u p o n al l 
such p a r l i e s w h o d o e x e c u t e i t as Lessor . T h e w o r d " L e s s o r , " as used in th is lease, shall mean any one or m o r e or ni l o f the par I ie^ w h o execu te 
t h i s lease as Lessor . A l l the p r o v i s i o n s o f t h i s tease shal l be b i n d i n g o n the heirs , successors ami assigns o f Lessor and Le 

I N W I T N E S S W I l K . U I ' O r , t h i s i n s t r u m e n t is e x e c u t e d as of lhe da l e f i r s t above w r i t l en 

Norma Maria Madrid • •] 0 : ^ 

L^_A\Vi_ 



I'niiicd by I'&M I'ruiiiutt < 3<>3I M i -1 «•« I 

S T A T E OF_. ^ . i k l i = ? . i ! i 5 . ) Oklahoma. KaiLstis. New Mt xlici, \S > i i i i i i i ig, Montana, Colorado, d u l l . 
ss. Nelnuska, Nnr l l i Dakola, Soulli Dakota 

C O U N T Y O f : . _ v _ A . l S < . 5 - T . . ? : S f e J A t KNOW I I l i C M I N I - I N D I V I D U A L 

BEFORE M E , ilie undersigned, a Noiary Public, in and for said County and Stale, on ttiis 1 i i . 

day of ^ > - - ^ ^ y . personally appeal edjsN.s-.n\_.i-»_ A- ^ i V C - i - A . ft=-A £>.J"?».LSJ3 

and -

, lo me known lo lie lhe identical person_^r= . described in and who executed 

the within and foregoing instrument of writ ing and acknowledged to me (hat i*W._-< duly executed lhe same as A free 
and voluntary act and deed for (lie uses and purposes llicrein sel for lh . 

IN WITNESS WHEREOF, 1 have hereunto sel my hand and affixed my noiaiial seal lhe day and year lasl above written. 

My Commission Expires " V *i - ^ t -.-'*<•>.-. • J ^ _ _ 5 s ^ r t _ Q z w ^ - l 
Noiary Public. 

STATE OF_ 

COUNTY OF_ 

Oklahoma, Kansas, New Mexko , Wyoming, Montana, Colorado, U lan, 
Nebraska, North Dakota, South Dakota 

A l KNOW I I I X ; M I : N T— I N D I V I D U A L 

BEFORE M E , lhe undersigned, a Noiary Public, iu and for said Couniy and Slate, on tIiis_ 

day of , 19 , personally appeared 

and_ 

, to inc known lo be Ihe identical person , described in and who excuied 

the wilhin and foregoing i ' p | L E D c l l N f *fi l jpi8j4iU>W4'tf wledgcd lo me ihal _ . duly executed the same as free 
and voluntary act and deed f ° | ^ ] £ R } ^ 5 ; 1 ^ p p | r J E s ^ ^ R ' l c m s c l lo r i l i . 

IN WIT NESS vAltBJEDE^LhOeXIi.QCrVo *cl -my~ hMd and affixed my notarial seal lhe day and year last above written. 

My Commission Expfc^fc^^ Vc$/^__-Page JJ^LQSJc^ / 
Notary Public. 

'STATE OF 

COUNTY OF. 

On this 

appeared 

JUL 2 ^ 1989 

DAVID-Sr-eH/j^'CZ 
n*yXJerk-Rio-£r-rjba County 

_ v— Deputy 

me duly sworn, did say thai he is 

A t K N O W ! L D i i M l N T { I n r use b) CorporiUlon) 

_, A . D . 19, before me personally 

, to me personally known, who, being by 

and that lhe seal affixed lo said instrument is lhe corporate seal ol" said corporalion 

and that said insjiulifle/it was signed and sealed in behalf of said corporation by authority of its Hoard of Dircclors, and said 

-">* ' "* acknowledged said instrument lo be lhe free aci and deed of said cot poraiion. 

day of , A . D . 19 3&" 

( S E A \ & 

My Comfnissiofi ' lx^ir 'e^l. 

and se:jl ̂ }\is_. 

Noiary Public. 
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l i c e . 5-l ' .0. N n . 2 

OIL AND GAS LEASH 
RECEIVED 

JUL 1 9 1989 

A C I l F . r . M K N T . Made and e n t e r e d I n f o t h f _ 29 th day o f June by stiu"6f MPf n 

E l i z a b e t h Ann T roxe l l » j o i n e d h e r e i n by her husband James W. T r o x e l l 

, ... ,, . 611 Pop la r , r a r m i n q t o n , NM 87301 , „ „ , , , , ,, x , 
w l j ose, pos t o f 11 cr TJ\ d (I r r I *; « r -i _ J . h e r e i n a f t e r c n I if* rl Lessor (w n r the r one o r m o r e ) and 

Kinderrnac P a r t n e r s ; 3 Colorado 
general partnership 

W I T N LSS I ' M ! , Tha t (tn- Less, n . f o r and in r n i e . i f l n . i l 
cash In h a n d p a i d , (he receipt o f w h i c h is h r n b v MI l i i m u Ir 
leased nnd le t , and bv them- presents dues j i r n n t , demise , I 
r x i lusive r i r . h l f o r the pu rpose o f m i n i n g , e x p l o r i n g bv pei>pl 

,„... „.,„ ,.,n,,. .„„.„.«, ,, 650 S. Cherry St. , Suite K l $ i r , J m § L > S 9 . 8 0 2 2 2 

.„ ,,r Ton and more J ) O I , l , A KS 
. . m i l t in- r m i i i : m l ( an i l n p t c r I ti r n 1s 11 e i c I n :i [ t e r c i > n t I I i ne i l , has t ' . rnntcd, i l c in i se i l , 
. m i l let I ' M - l n m r l i u n t i l the s.iiil l . r s w f . I i i i - l and Ii c i c l tin (t r i de sc r ibed , w l l h t h r 

; i l an i l n t l i r r m e t h o d s , and n p r r a l i n r , f u r and p r i i d u c i i i p . t h e r e f r o m n i l and al l KTS o l 
w l i . i K n c v cr na tu re or k i n d , w i t h rie.llts o f wav and easements l o r h \ Inc pipe U n c i , ant! e r e c t i o n n t s t r u c t u r e s H i e r c n n to p r o d u c e , save and take care 

o t said p r o d u c t s , al l tha t c e r t a i n t r ac t o t l and s i tua ted m the C o u n t y o f R l 0 A r r j b a 

New Mexico Sla te o l . desc r ibed as f o l l o w s , t o - w i t : 

Township 32 N o r t h , Range 4 West 
Sec t ion 15: E/2NE/4, NE/4SE/4 

and c o n t a i n i n g 
I . I t is apt 

120 
f o r 

_ acre*;, m o r e o f less. 
^hul l i • i n ,on iu f o n 

' I p i emises tn on :i e 
)f t h i s lease, o d or p 

ipe i :< tions- I hi 

/ f i v e 
ti r m of /Years [ r o m Ihis date and as l o n g t h e r e a f t e r ns o i l or pas o f wha tsoever 

rape p o o l e d t h e r e w i t h , or d r i l l i n g o p e r a t i o n s are c o n t i n u e d as h e r e i n a f t e r p r o v i d e d , 
is is n o t he inr*. p r o d u c e d on the teased premises or o n acreage p o o l e d t h e r e w i t h b u t 
' •nn , t hen th is lease shall c o n t i n u e in f o r c e so lonp, as o p e r a t i o n s are be ing c o n t i n u ­

ed that Ih i s le 
na tu re o r k i n d is p roduce r ! f r o m said leas 
I f , at the e x p i r a t i o n o f the p r i m a r v t e r m 
Lesser is t h e n engaged in d r i l l i n g o r r e - w o r k i n g 
o t i s ly p r o s e c u t e d o n (he leased premises or o n acreage p o o l e d t l i c r e u d h ; and o p e r a t i o n s shal l be cons ide red to be c o n t i n u o u s l y p r o s e c u t e d i f n o t 
m o r e t h a n n i n c t v f*M)) davs shal l elapse b e t w e e n the c o m p l e t i o n or a b a n d o n m e n t o f one w e l l and the b e g i n n i n g o f o p e r a t i o n s f o r the d r i l l i n g of a 
subsequent w e l l . I f a f t e r d i s c o v r r v o f o i l or j*.as o n said land or o n acreage p o o l e d ( h e r e w i t h , t i ie p r o d u c t i o n t h e r e o f s h o u l d cease f r o m any cause 
a f t e r the p r i m a r y t e r m , t h i s lease shal l n o t t e r m i n a t e if lessee m m m e n r r s add i t inna 1 dr i l l i n p or re- w or k ing o p e r a t i o n s w i t h i n n ine t v (HO) davs f r o m 
dat*- o f cessat ion o f p r o d u c t i o n or f r o m date o f c o m p te I i on of d t v h • de. If < >il or pas sh a 11 be d i scovered and p r o d u c e d as a r e su l t o f such opera­
t i o n s at or a f t e r Mie e x p t i a t i m i o f the p r i m a r v t e r m 11 f th i s lease, th i s fease shall c o n t i n u e in f o r c e so lonp ns o i l or pas is p r o d u c e d f r o m (hn leased 
premises or o n acreage p o o l e d t h e r e w i t h . 

2. I b i s is a I ' A I D - U r L L A S K . In c o n s i d e r a t i o n o f ihe dow n rash p i v m n i l . Lessor aprccs that Lessee shal l no t be o b l i g a t e d , e x c e p t as o the r ­
wise p r o v i d e d h c m i i i , to c o m m e n c e m c o n t i n u e anv n p c i a t m n s d u r i n p Ihe p t i m a r v t e r m . Lessee mav at anv t i m e or l i m e s d u r i n p or a f t e r t h r p r i ­
ma l v l o i n s o r i r n d e r Ih i s lease as to alt ot anv p « u 1 i n n o f said l . i m l am! as to anv strata or s t r a t u m b v d e l i v c r i n p t o Lessor or bv f i l i n g f o r r e c o r d a 
release o r releases, and be r e l i eved o f al l o b l i g a t i o n t h e n a f te r a c c r u i n g ,i s to the acreape s u r r e n d e r e d , 

.1. I n c o n s i d e r a t i o n o f the p i e m i s c s the said Lessee covenan t s and aprers: 
1st. !'o de l ive r to the c r e d i t o f Lessor, f ree o f cos t , in the p ipe l ine to w h i c h Lessee mav 1 c o n n e c t we l l s o n said l a n d , the e q u a l one -e igh th 

(1 / f t ) par t o f a l l o i l p r o d u c e d and saved f r o m the lea set I p remises . 
'^nd. T o pa v Lessor one-e i j :h t h (1 /R) o f fhe gross p r o e r r d s each year, pas able guar ter 1 v , f o r the pas f r o m each w e l l w h e r e f,ns o n l v Js 

f o u n d , w h i l e the same is be inp used o f f the premises , and i f used in the m a n u f a c t u r e o l gasol ine a r o y a l t y o f o n e - c i p h t h ( 1 / 8 ) , payab l e 
m o n t h l v al thr- p r e v a i l i n g m a r k e t ra le f o r pas. 

. ' I rd. T o pav Lessor f o r pas p r o d u c e d f r o m anv o i l w e l l and used o f f the premises or in the m a n u f a c t u r e n f pasnl inc o r anv o t h e r p r o d u c t 
a r o y a l t y of o n e - e i g h t h ( 1 / H) o f t in - p roceeds , at the in on I It o f the w e l l , pav able m o n t h l v at the p r e v a i l i n g m a r k e t ra te . 
I . Where pas f r o m n w e l l ca l lab le o | p r o d u c i n g pas is n o t sold f i r used, Lessee m a y pav or t ender as r o y a l t y t o (he r o v a l t v o w n e r s One 

D o l l a r per year per net r o v a l t v acre r e t a i n e d h e i e u o d e t , ' U ' h I M U I H I I ! or t ende t to be made o n or b e f o r e the anniversar v da l e o f th is lease ne x t 
ensu inp a f l e t the e x p i r a t i o n o f *M I davs f i o m Ihe da l e sur h w e l l is shut in and tht ' l e a f i e r o n or b e f o r e the anniversary date o f th i s lease durinp, the 
p e r i o d such w e l l is shut i n . I f such p a y m e n t or t ender is m a d e , it w i l l he cons ide red t h a t pas is be inp p r o d u c e d w i t h i n the m e a n i n g o f th i s lease. 

f i . I f said Lessor o w n s a less in teres t in (he above d< scr ibed land t h a n the en t i r e and u n d i v i d e d fee s imp le estate t h e r e i n , t h e n the r o y a l t i e s 
( i n c l u d i n g any s h u t - i n pas r o v a l t v ) h e r e i n p r o v i d e d f o r shal l he pa id the Lessor o n l y in the p r o p o r t i o n w h i c h Lessor ' s in te res t bears t o the w h o l e 
and u n d i v i d e d fee . 

(1. Lessee shal l have the r i p h l t o use, f ree o f c n s l , pas. o i l and wa te r pr* 
the we l l s o f Lessor. 

7. W h e n reques ted bv Lessor, Lessee shal l b u r v Lessee's p ipe l ine b r i o -
ft. N o w e l l shall be d r i l l e d nearer t h a n 2t)0 feet tn the b n u -.»• <»r ba rn n< 
H. Lessee shal l pav f o r damap.es caused b v Lessee's op i 

1th Lessee shall have the r i g h t at anv t i m e to re inov i 
r e m o v e casing. 

1 I . The r i p h t s o f Lessor and Lessee h e r e u n d e r n a v be assigned in w h o l e *u- p a r t . N o change in o w n e r s h i p o f Lessor 's in teres t (by ass ignment 
or ot her w 'ise t sha tl be b i n d i n g o n Lessee u n t i l Lessee has been f u rn ish i d w i t h n o t i c e , r o n si st i ng of c e r t i f i e d copies o f al l r e c o r d e d i n s t r u m e n t s or 

ed o n said land f o r Lessee's o p e r a t i o n I h e r e o n , e x c e p t wa te r f r o m 

uv d r p t l i . 

n s.iir] premises w i t h o u t w r i t t e n consen t o f Lessor, 
r a t i o n s to g r o w i n g r m p s o n said la nd . 
al l m a c h i n e r y and f i x t u r e s p laced o n said premises , i n c l u d i n g the r i g h t t o d r a w and 

PI 

d o c u m e n t s and o t h e r i n f o r m a t i o n necessary t o e st a b 1 i sh a con 
( h e r e a f t e r made . No o t h e r k i n d o f n o t i c e , w h e t h e r ac lu . t l <u < 
o w n e r s h i p as l o d i f l e t e n t p o r t i o n s or p a n e l s o f said l and shall 
o p e r a t i o n s mav be c o n d u c t e d w i t h o u t regard to an \ sui h d i v i s i 
anv act or o m i s s i o n o f anv o t h e r leasehold o w n e r . 

\ 2 . Lessee, at i t s o p t i o n , is he r ebv g iven the l i g h t and p o w e r at anv th 
p r o d u c t i o n , as to al l o r anv pat t o f the l and desc r ibed he re in inr! as to anv o 
h o l d estate and the m i n e r a l estate e n t e r e d bv flu's lease w i f It o f l u - r l a n d , lease 
<>r separate ly f o r the p r o d u c t i o n o f e i t h e r , w h e n i n Lessee's j u d g m e n t it is m 

ptete c h a i n o f r c c o i d t i l l e f r o m Lessor , and t h e n o n l v w i t h respect t o p a y m e n t s 
m s t r u c l i v e . shall be b i n d i n g o n Lessee. N o present or f u t u r e d i v i s i o n o f Lessor 's 
ipera te to enlaij-.e lhe o b l i g a t i o n s or d i m i n i s h the r i g h t s o f Lessee, and at! Lessee's 
m . I f al l or anv par t o f th i s lease is assigned, no leasehold o w n e r shal l he l i ab le f o r 

ic and f m m t i m e t o t i m e as a r e c u r r i n g r i g h l , e i t he r b e f o r e or a f t e r 
e or m o r e o f the f o r m a t i o n s h e r e u n d e r , t o p o o l or u n i t i z e the lease-
• t |e,-(scs in (he i f r t i u c d f a t e v i c i n i t y f o r the p r o d u c t i o n o f o i l arid gas, 
essarv or advisable l o do so, ami i r r e spec t ive of w h e t h e r a u t h o r i t y 

s imi l a r to (his exis t s w i t h respect to such o t h e r l a n d , lease or lea sr s. L i k e w i s e , u n i t s p r e v i o u s l y f o r m e d t o i n c l u d e f ci r m a t io n s no t p r o d u c i n g o i l or 
pas, m a v be r e f o r m e d t o e x c l u d e such n o n - p r o d u c i n g f o r m a t i o n s . ' I he f o r m i n g nr r e f o r m i n g nf anv u n i t shall b r a c c o m p l i s h e d by Lessee e x e c u t i n g 
and f i l i n g o f r e c o r d a d e c l a r a t i o n o f such u n i t i z a t i o n or r e f o r m a t i o n , w h i c h d e c l a r a t i o n shall descr ibe the u n i t . A n y u n i t mav i n c l u d e l and u p o n 
w h i c h a w e l l has ( h e r e t o f o r e been c o m p l e t e d or u p o n u h u h o p e r a t i o n s f o r d r i l l i n g have t h e r e t o f o r e been c o m m e n c e d . P r o d u c t i o n , d r i l l i n g or re­
w o r k i n g o p e r a t i o n s or a w e l l shu l in f o r w a n t o f a m a r k e t a n y w h e r e on a u n i t w h i c h i nc ludes a l l or a p a r t o f t h i s lease shal l he t r ea ted as i f i t were 
p r o d u c t i o n , d r i l l i n g or r e w o r k i n g , o p e r a t i o n s or a w e l l shut in f o r w a n t of a m a r k e t u n d e r t h i s lease. I n l ieu o f the r o y a l t i e s e lsewhere he re in speci­
f i e d , i n c l u d i n g shu t - i n gas r o v a l l i c s . Lessor shal l receive o n p r o d u c t i o n f r o m the u n i t so p o o l e d r o y a l t i e s o n l y o n the p o r t i o n o f such p r o d u c t i o n 
a l l o c a t e d t f ) th i s lease; such a l l o c a t i o n shal l he tha t p r o p o r t i o n of (l ie u n i t p r o d u c t i o n t ha t t h r t o t a l n u m b e r o f sur face acres covered bv th i s lease 
and i n c l u d e d in the u n i t bears l o the t o t a l n u m b e r o f sur fa* e acres i n su ch u n i t . I n a d d i t i o n t n the f o r e g o i n g . Lessor sh a II have the r i g h t t o u n i t i z e , 
p o o l , or c o m b i n e a l l or anv par t o f the above d e s c r i b e d l andsas to one or m o m of the f o r m a t i o n s t h e r e u n d e r w i t h o t h e r lands In (he same general 
area bv e n t e r i n g i n t o a c o o p e r a t i v e or u n i t p l a n o f d e v e l o p m e n t or o p e r a t i o n a p p r o v e d by anv g o v e r n m e n t a l a u t h o r i t y a n d , f r o m l i m e l o t i m e , 
w i t h l i k e a p p r o v a l , t o m o d i f y , change or t e r m i n a t e anv such p lan or agreement a n d . in such even t , the t e r m s , c o n d i t i o n s and p r o v i s i o n s o f th i s 
lease shal l be d e e m e d m o d i f i e d f o c o n f o r m to (he ( e rms . c o n d i t i o n s , and p r o v i s i o n s o f such a p p r o v e d c o o p e r a t i v e or u n i t p l a n o f d e v e l o p m e n t o r 
o p e r a t i o n a n d . p a r t i c u l a r l y , a l l ( h i l l i n g a m i d e v e l o p m e n t r e q u i r e m e n t s o f th i s lease, express or i m p l i e d , shal l be sa t i s f i ed bv c o m p l i a n c e w i t h the 
d t t l l i n g and d e v e l o p m e n t r e q u i r e m e n t s o f such p l a n or a g i e e u i e n t . and th i s lease shall n o l t e r m i n a t e f i r e x p i r e d u r i n g the l i f e o f such p lan or agree­
m e n t . I n (he event t h a t said above desc r ibed lands or anv p a i t I h e r c n f , shall h e r e a f t e r be o p e r a t e d u n d e r a i r . such c o o p e r a t i v e o r u n i t p l a n o f 
d e v e l o p m e n t or o p e r a t i o n w h e r c b v the p r o d u c t i o n t h r r c f i o r n is a l l o c a t e d to d i f f e r e n t p o r t i o n s o f the l and covered by said p l a n , t h e n (he p r o d u c ­
t i o n a l l o c a t e d to any p a r t i c u l a r t r ac t o f l and sha l l , f o the pu rpose o f c o m p u t i n g the r o y a l t i e s to be p a i d h e r e u n d e r to Lessor , be regarded as hav ing 
been p r o d u c e d f r o m the par t i cu l a r t rac t o f l a n d to u h i . h i l is a l lo t at ed and no t to an v o t her t r ac t o f l and ; nnd the r o y a l t y p a y m e n t s to he made 
h e r e u n d e r t o Lessor shall be based u p o n p i o d u c t i o t t o n l v as m all**caled. Lessor shall f o r m a l l y express Lessor 's consen t t o any c o o p e r a t i v e o r u n i t 
p l a n o f d e v e l o p m e n t o r o p e r a t i o n a d o p t e d b y Lessee and a p p r o v e d bv any g o v e r n m e n t a l agenev by e x e c u t i n g the same u p o n reques t o f Lesser. 

I .'1. A l l express o r I m p l i e d r o v e nan ts o f t h i s lease sha II he so b i e r t to a!) f e d e r a l a or I .Stale L a w s , F xecut ive Orde r s , H tiles o r H c g u la t i ons , and 
th i s lease shal l not be t r m i i n a t e d , i u w h o l e f i r in p a r t , no r L e s s - h e l d l iable tn damages , f o r f a i l u r e (o c o m p l y t h e r e w i t h , i f c o m p l i a n c e Is p r e v e n t e d 
h>', or i f such 1 a i l u re i i l he resu l( o f . anv such L a w , O r d e r . R u l e m H e r n i a t i o n . 

" \ \ . Lessor he reby war ra n t s and apices to de f e u d the I i t («• to the lands he re in rl e s c r ibed , and agrees t h a t the Lessee shall have the r i g h l at anv 
t inu 'vLo r e d e e m f o r Lessor, bv p a y m e n t , anv mor tgages , t a t e s or o l h e r liens o n (he above desc r ibed lands , in t h r event o f d e f a u l t o f p a v m e n t bv 
LcSsor* and he s u b r o g a t e d to the r i g h t s o f lhe h o l d e r t h e r e o f , and (he under s ign ' -d Lessors, f o r themselves and the i r he i r s , successors and assigns, 
hereby surrender ' »*nd release a l l r i gh t o f d o w e r and h o m e s t e a d in the premises d e s c i i b e t l h e r e i n , i n s o f a r as saifl r i g h t o f d o w e r anrl h o m e s t e a d m a v 
in ai i v isa C * f f r c l (he pu i poses (o r w h ieh t h i s lease is m a d e , as 11 ei f i d h e r e i n . 

1 Ti. S h o u l d any one or in o n - o f the pa r t i e s he t ' - inahov e named as Lessor f a i l t o execu te th i s lease, i t shal l never theless be b i n d i n g u p o n a l l 
M i d i par t ies w h o fin" r \ ' * c u f e i t as Lessor . The w o r d " L e s s o r . " as used in th i s tease, shall m e a n anv one or m o r e or a l l o f the pa r t i e s w h o execu te 
t h i s lease as Lessor. <\1! the p r o v i s i o n s o f t h i s lease shal l he b i n d i n g o n the hei rs , successors and assigns o f Lessor nnd Lessee. 

I N W l T N KSf> W M K I t L O L . t h i s i n s t r u m e n t Is e x r c u l e d as o f the date f i r s t above w r i t t e n . 

/JAMES W. TROXELL ElIzabetn Ann Troxel1 



S I \ 1 1 1)1 i ' \ t X . 0 O , (>kl:ilifimri. K:nis;i>. Nc« Mi-xU-o. \ imiiiH-.. M>int:inn. I'lildruilu. \T. i l i . 
, . -̂ r t . .v (ss. .Nt hraska. North Dakota, Snnlh l)akul:i 

C O l ' N I W ) ! • - - < < / I . J l ' U ' l \ j A< KNOW I I I X , M l N I — INDIV I D l ' A l 

HI -1 ()U Ii M l : . I he untlei signed, a Noiai y Public, in nnd Inr v:i iti Couniy and Slale, on I his / ... . . . 

dav ol'.. isonally appealed.. 

n > " " " l i i ( 

a n ^ ^ i l i , ^ ' ^ ^ j>ies i o - ""Vi - te U 
~ .. . . . - • -- «k,s-f3 - _., to mc known to be lhe identical pcrson_l2 , described in and wlio executed 

rt he vjttlim a i u f ^ r ^ p i n v ^ ^ S i i t i i e t i l of writinp and acknowledged to mc that [. l l . £ i A duly executed the same asT^/'l .^J...dW free 
-"ami 8 'lNnlilty-«cl aiul SecdSor the uses and purposes theiein sel f o i t h . 
- - 4 

- '<svl'S VV 1 nsfV^jVAVLfjr-.isJJor, 1 ha\e herennlo set niv hand and affixed mv notarial scaj'fTit dav and year last alwnc written. f \ j 

N\c^«ri^w.«^/...fi('/__ ... . .. i^aiwx^\&^^^cr 
/ , ' £ ; • / \>v> vsS

v ' Notary Public. 
, / f J r T ; 7 T — ^ n V ^ - = -

,»<v 

SI A i l O l 

COUN rv or 

HI T O R I : M l : , lhe undersigned, a Noiai y Public, in and lor said Couniy and Slate, on lhis_ 

day of l lJ , pel sonally appeared 

Oklahoma, Kansas, Now Mexico, V\ joining, Montana, Colorado, Utah, 
Nebraska, North Dakota, SouIII Dakota 

ACK NOW I I DCMKN I —INDIVIDUAL 

and. 

, lo me known to be Ihe identical person , described in and who cxculcd 

the within and Ion-going insli timcnt of wi l l ing and acknowledged in inc llial .... . duly executed I he same as f i ec 
and solum.uy act and deed for the uses ami ptuposcs theiein sel f o t l h . 

IN YVll NPSS WT IPRPOP, 1 base herennlo set my hand and at fixed my nolarial seal lhe day and year last above written. 

Mv Commission I:\piics _ 
' 7 0 T i l Z Notary Public. 

FILED iN irib COUNTY 
s i M l O l . . . 

COUN I Y OI 

CLERKjS OFFICE-^ 

On this ..... R O O , < ' - - ^ S - - P o ^ 8 - - ^ — - J l ^ A . D . 19 before me personally 

appeared . . ... J U ! r? ^ 1 9 8 9 , to mc personally known, who, being by 

me duly su oi n, did say thai he is lhe . .of 

CP
~)̂Yl̂  s. HAvrz 

. . . , aiul iha l lhc seal af l ixcd to said inslrumcnl is lite corporate seal of said corporation 

t - f i - i ' k i . . ' ( T o u n t y / 

^ f i i u l ^ e l ^ L i / J W h i l l ol said/corporation by authority of its Hoard of Directors, and said 

. ^ . t ^ a ^ ^ ^ . i e k i i m v l r ^ ^ y j w j l ifrsltument to be the free act and deed of said corporalion. 

_ , - , day of _ . . . , A . D . 19. 

A( KNOW I I I K i M I S I (For use b\ Corporation) 

M 

o 

M ^ Notary Public. 
(SPA?;) \** •* 

V. -V 

My Commission expires 
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PRODUCERS SH-PAID UP 
Kev. 5-(i0. No. 2 

OIL AND CAS LEASE 
29th d a y 0 , June 

Linda Sue L a n i e r , j o i n e d he re in by her husband Steven B la ine LanTeV 
A G R E E M E N T . M a d e a n d e n t e r e d i n t o t h e 2 9 t h d a y o ( 1 9 ^ . b y a n d b e t w e e n 

, ... ,, P. 0. Box 922 , F lo ra V i s t a , NM 87415 
u l ) o s r | p o s t o f f i c e a d d r e s s i s , _ „ , _ .. - l u r e i n n (1 e r c a l l e d l .e sso r (\s h e t h e r n n e o r m o r e ) a m i 
Kinder-mac P a r t n e r s , a Colorado , r ( ] s r h p r r v s t S u i t e 1225 , Denver, CO 80222 

general p a r t n e r s h i p ivhos, . „ „ s t „ tn r , . ,d„ ,s i ,c ju ;;• U i ( ' " y ^ - » ^ u l L e .h„e.„,..or caiu,! f f s « , : 

W I T N I\.SS f \ T M . T h a i t h r L e s s o r , f o r a n d i n c o n s i d e r a t i o n .»f ' G i l O I I U IT10 T O D O L L A R S 
c a s h i n h a n d p a i d , L iu* r e c e i p t o f w h i c h is h e r e b y i t c k m i u l e d g e d , a n d M M - I •<»v r n a n t s a n d .if, r e e l n n 1 s h e r e i n a f t e r c o n t a i n e d , l i a s R I a n t e d , d e i n i s e d , 
l e a s e d a n d l e t . a n d b v t h e s e p r e s e n t s d o e s - . ' . rant , d e m i s e , l e a s e a n d l e t e x c l u s i v e l y u n l o t h e s a i d l e s s e e , t h e l a n d h e r e i n a f t e r d e s c r i b e d , w i t h t h e 
e x c l u s i v e r i g h t f o r t h e p u r p o s e o f m i l l i n g , e x p l o r i n g b v g e o p h y s i c a l a n d o t h e r m e t h o d s , a m i o p e r a t i n e . f o r a n d p r o d u c i n g t h e r e f r o m o i l a n d a l l g a s o f 
w h a t s o e v e r n a t u r e o r h i n d , w i t h r i g h t s o f w a v a n d e a s e m e n t s f o r lav i n g p i p e h u e s , a n d e r e c t i o n o f s t r u c t u r e s t h e r e o n t o p r o d u c e , s a v e a n d t a k e c a r e 

o f s a i d p r o d u c t s , a l t t h a t cTrTaiTT*T?*.ict o f l a n d s i t u a t e d i n t h e C o u n t v o f Rio A r r i b a 
S t a t e o f N e W M e X i C O . d e s c r i b e d -is f o l l o w s , t u w i t : 

Township 32 N o r t h , Range 4 West 
Sec t ion 15: E/2NE/4, NE/4SE/4 

a n d c o n t a i n i n g ^ a c r e s , m o r e o r l ess . . f i V G 
1 . I t i s a g r e e d t h a t t h i s l e a s e s h a l l r e m a i n i n f o r c e f o r a t e r m o f X ^ / v e a i s f r o m t h i s d a l e a n d as l o n p t h e r e a f t e r as o i l o r gas o f w h a t s o e v e r 

n a t u r e o r k i n d is p r o d u c e d f r o m s a i d l e a s e d p r e m i s e s o r o n a c r e a g e po> i l e d t h e r e w i t h , o r d r i l l i n g o p e r a t i o n s a r e c o n t i n u e d a s h e i e i n a f t c r p r o v i d e d . 
I f , a t t h e e x p i r a t i o n o f t h e p r i m a r y t e r m o f t h i s l e a s e , o i l o r g a s is n o l b r i m : p r o d u c e d o n t h e t e a s e d p r e m i s e s o r o n a c r e a g e p o o l e d t h e r e w i t h b u t 
L e s s e e is t h e n e n g a g e d i n d r i l l i n g o r r e - w o r k i n g o p e r a t i o n s I h e r e o n , t h e n t h i s I- a c s h a l l c o n t i n u e i u f o r c e so l o n g as o p e r a t i o n s a r e b e i n g c o n t i n u ­
o u s l y p r o s e c u t e d o n t h e l e a s e d p r e m i s e s o r o n a c r e a g e p o o l e d t h e r e w i t h ; a n d <. p«• i a 11 o n s s h a l l be c o n s i d e r e d t o b e c o n t i n u o u s l y p r o s e c u t e d i f n o t 
m o r e t h a n n i n e t v < 9 0 ) d a v s s h a l l e l a p s e b e t w e e n t h e c o m p l e t i o n o r a b a n d o n m e n t o f o m - w e l l a n d t h e b e g i n n i n g o f o p e r a t i o n s f o r t h e d r i l l i n g o f a 
s u b s e q u e n t w e l l . I f a f t e r d i s c o v e r y o f o i l o r g a s o n s a i d l a n d o r o n a c r e a g e p o o l e d t h e j r v v i t h , t l i e p r o d u c t i o n t h e r e o f s h o u l d c e a s e f r o m a n v c a u s e 
a f t e r t h e p r i m a r y t e r m , t h i s l e a s e s h a l l n o t t e r m i n a t e i f L e s s e e c o m m e n c e s a d d i t i o n a l d r i l l i n g <n r e - w o r k i n g o p e r a t i o n s w i t h i n n i n e t y ( 9 0 ) d a v s f r o m 
d a t e o f c e s s a t i o n o f p r o d u c t i o n o r f r o m d a t e o f c o m p i e t i o n o f d r v h o l r . I I o i l o r g a s s h a l ! h e d i s c o v e r e d a n d p r o d u c e d as a r e s u l t o f s u c h o p e r a ­
t i o n s a t o r a f t e r t h e e x p i r a t i o n o f t h e p r i m a r y t e r m o f t h i s l e a s e , t h i s l ease s h a l l c o n t i n u e i n f o r c e so l o n g as o i l o r g a s is p r o d u c e d f r o m l h e l e a s e d 
p r e m i s e s o r o n a e i e a g e p o o l e d t h e r e w i t h . 

2 . T h i s is a P A I D - U P 1,1s A SI- ' . . I n c o n s i d e r a t i o n o f t h e d o w n c a s h p a v i n r n t , L e s s o r a g r e e s t h a t L e s s e e s h a l l n o l b e o b l i g a t e d , e x c e p t as o t h e i -
w i s " p r o v i d e d h e r e i n , t o c o m m e n c e o r c o n t i n u e a n v o p e r a t i o n s d m i m ; ( h e p i u n a i v l o r m L e s s e e m a v a t a n v t i m e o r t h u e s d ur m g o r a f t e r l h e p r i ­
m a r y t e r m s u r r e n d e r t h i s l e a s e a s t o a l l o r a n v p o r t i o n o t s a i d l a n d a n d as t o a n v s t r a t a o r s t r a t u m b y d e l i v e r i n g t o L e s s o r o r b v f i l i n g f o r r e c o r d a 
r e l e a s e o r r e l e a s e s , a n d b e r e l i e v e d o f a l l o b l i g a t i o n t h e r e a f t e r a c i r u i n g as t o t h r a c r e a g e s u r r e n d e r e d . 

3 . I n c o n s i d e r a t i o n o f t h e p r e m i s e s t h e s a i d L e s s e e c o v e n a n t s a n d a g r e e s 

1 s t . T o d e l i v e r l o t h e c r e d i t o f L e s s o r , f r e e o f c o s l , i n t h e p i p e l i n e t o u h i d i L e s s e e m a y c o n n e c t w e l l s o n s a i d l a n d , t h e e q u a l o n e - e i g h t h 
( 1 / R ) p a r t o f a l l o i l p r o d u c e d a n d s a v e d f r o m t h e l e a s e d p r e m i s e s . 

2 n d . T o p a v L e s s o r o n e - e i g h t h < 1 / K > o f t h e g r o s s p r o c e e d s e a c h y e a r , p a y a b l e q u a r t e r l y , f o r t h e g a s f r o m e a c h w e l l w h e r e gas o n l y is 
f o u n d , w h i l e t h e s a m e i s b e i n g u s e d o f f t h e p r e m i s e s , a n d i f u s e d i n t h e m a n u f a c t u r e o f g a s o l i n e a r o v a l t v o f o n e - e i g h t h ( 1 / 8 ) , p a y a b l e 
m n n t h t v a t t h e p r e v a i l i n g m a r k e t r a t e f o i g a s . 

. ' I r d . T o p a y L e s s o r f o r g a s p r o d u c e d f r o m a n v o d w e l l a n d u s e d o f f t h e p r e m i s e s o r i n t h e m a n u f a c t u r e o f g a s o l i n e o r a n y o t h e r p r o d u c t 
a r o y a l t y o f o n e - e i g h t h ( 1 / 8 ) o f t h e p r o c e e d s , a I t h e m o n t h o f t h e w e l l , p a y a b l e m o n t h l y a t l h e p r e v a i l i n g m a i k e l r a l e . 

• 1 . W h e r e g a s f r o m a w e l l c a p a b l e o l p r o d u c i n g g a s is n o t s o l d o r u s e d . L e s s e e m a v p a v u i t e n d e r as r o y a l t y t o t h e r o v a l t v o w n e r s O u r 
D o l l a r p e r y e a r p e r n e t r o y a l l y a c r e r e t a i n e d h e r e u n d e r , sue h p a v m e n t o r l e n d e r t o b e m a d e o n o r b e f o r e t h e a n n i v e r s a r y d a l e o f t h i s l e a s e n e x t 

e n s u i n g a f t e r t h e e x p i r a t i o n o f 9 0 d a v s f r o m t h e d a t e s t u b w e l l i s s h u t i n a n d t h r i e a f t r r o n o r b e f o r e t h e a n n i v e r s a r y d a t e o f t h i s l e a s e d i n i n g l h e 
p e r i o d s u c h w e l ! is s h u t i n . I f s u c h p a v m e n t o r t e n d e r is m a d e , i t w i l l b e c o n s i d e r e d ( h a t g a s is b e i n g p r o d u c e d w i t h i n I h e m e a n i n g o f t h i s l e a s e . 

I J . I f s a i d L e s s o r o w n s a l ess i n t e r e s t i n t i n - a b o v e d c s c i i b c d l a n d t h a n t h e e n t i r e a n d u n d i v i d e d f e e s i m p l e e s t a t e t h e r e i n , t h e n t h e r o y a l t i e s 
( i n c l u d i n g a n y s h u t - i n g a s r o v a l t v ) h e r e i n p r o v i d e d f o r s h a l l b e p a i d t h e L e s s o r o n l v i n t h e p r o p o r t i o n w h i c h L e s s o r ' s i n i e r e s t b e a i s t o t h e w h o l e 
a n d u n d i v i d e d f e e . 

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

7 . W h e n r e q u e s t e d b y L e s s o r , L e s s e e s h a l l b u r y L e s s e e ' s p i p e l i n e I n - l a w p l o w d e p t h . 
8 . N o w e l l s h a l l b e d r i l l e d n e a r e r t h a n 2 0 0 f e e t t o t h e h o u s e o r b a i n n o w o n s a i d p i e m i s e s w i t h o u t w r i t t e n c o n s e n t o f L e s s o r . 
9 . L e s s e e s h a l l p a y f o r d a m a g e s c a u s e d b v L e s s e e ' s o p e r a t i o n s l o g r o w i n g c r o p s o n s a i d h i n d . 

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

1 I , T h e r i g h t s o f L e s s o r a n d L e s s e e h e r e u n t i e r m a y b e a s s i g u e i i i n w h o l e o r p a r t . N o c h a n g e i n o w n e r s h i p o f L e s s o r ' s i n t e i e st ( b y a s s i g n m e n t 
o r o t h e r w i s e ) s h a l l b e b i n d i n g o n L e s s e e u n t i l L e s s e e h a s b e e n f u t n i s h e d w i t h n o t i i e , c o n s i s t i n g o f c e r t i f i e d c o p ic s o f a l l i e c o r d c d i n st r u m e n t s o r 
d o c u m e n t s a n d o t h e r i n f o i m . i l i o n n e c e s s a r y t o e s t a b l i s h a c o m p l e t e c h a i n o f r e c o r d t i t l e f r o m L e s s o r , a n d t h e n o n l y w i t h r e s p e c t I n p a y m e n t s 
t h e r e a f t e r m a d e . N o o l h e r k i n d o f n o t i c e , w h e t h e r a c t u a l o r c o n s t r u c t i v e , s h a l l b e b i n d i n g o n L e s s e e . N o p r e s e n t o r f u t u r e d i v i s i o n o f L e s s o r ' s 
o w n e r s h i p as t o d i f f e r e n t p o r t i o n s o r p a r c e l s o f s a i d l a m ) s h a l l o p e r a t e t o e n l a r g e t h e o b l i g a t i o n s o r d i m i n i s h t h e r i g h t s o f L e s s e e , a n d a l l L e s s e e ' s 
o p e r a t i o n s m a y b e c o n d u c t e d w i t h o u t r e g a r d l o a n v s u c h d i v i s i o n . I f a l l o r a n v p a r t o f t h i s l e a s e is a s s i g n e d , n o l e a s e h o l d o w n e r s h a l l b e l i a b l e f o r 
a n y a c t o r o m i s s i o n o f a n y o t h e r l e a s e h o l d o w n e r . 

1 2 . L e s s e e , a t i t s o p t i o n , is h e r e b y g i v e n t h e r i g h l a n d p o w e r a t a n y t i m e a n d f i o m l i m e t o t i m e as ;i r e c u r r i n g , r i g h t , c i t h e r b e f o r e o r a f t e r 
p r o d u c t i o n , a s l o a l l o r a n v p a r t o f t h e l a n d d e s c r i b e d h e r e i n a n d as t o a n v o n e o r m o r e o f t h e f o r m a t i o n s h e r e u n d e r , t o p o o l o r u n i l i / e t h e l e a s e ­
h o l d e s t a t e a n d t h e m i n e r a l e s t a t e c o v e r e d b v t h i s l e a s e w i t h o l h e r l a u d , l e n s e o r l e a s e s i n t h e i m m e d i a t e v i c i n i t y f o r t h e p r o d u c t i o n o f o i l a n d g a s , 
o r s e p a r a t e l y f o r l h e p r o d u c l i o n o f e i t h e r , w h e n i n L e s s e e ' s j u d g m e n t i t is n e c e s s a r y o r a d v i s a b l e t o d o s o , a n d i r r e s p e c t i v e o f w h e t h e r a u t h o r i t y 
s i m i l a r t o t h i s e x i s t s w i l h r e s p e c t t o s u c h o l h e r l a n d , l e a s e o r l e a s e s . L i k e w i s e , u n i t s p r e v i o u s l y f o r m e d l o i n c l u d e f o r m a t i o n s n o t p r o d u c i n g o i l o r 
g a s . m a y b e r e f o r m e d t o e x c l u d e s u c h n o n - p r o d u c i n g f o r m a t i o n s . T h e f o r m i n g o r r e f o r m i n g o f a n y u n i t s h a l l b e a c c o m p l i s h e d b y L e s s e e e x e c u t i n g 
a n d f i l i n g o f r e c o r d a d e c l a r a t i o n o f s u c h u n i t i z a t i o n o r r e f o r m a t i o n , w h i c h d e c l a r a t i o n s h a l l d e s c r i b e t h e u n i t . A n y u n i t m a y i n c l u d e l a n d u j i o u 
w h i c h a w e l l h a s t h e r e t o f o r e b e e n c o m p l e t e d o r u p o n w h i c h o p e r a t i o n s ( o r d r i l l i n g h a v e t h e r r t o f o i e b e e n c o m m e n c e d . P r o d u c t i o n , d r i l l i n g o r r e ­
w o r k i n g o | ) c r a t i o n s o r a w e l l s h u t i n f o r w a n t o f a m a r k e t a n v w h e i c o n a u n i t w h i c h i n c l u d e s a l l o r a p a r t o f t h i s l e a s e s h a l l b e t r e a t e d as i f i l w e r e 
p r o d u c t i o n , d r i l l i n g o r r e w o r k i n g o p e r a t i o n s o r a w e l t s h u t i n f o r w a n t o f a m a r k e t u n d e r t h i s l e a s e . I n l i e u o f t h e r o v a l l i c s e l s e w h e r e h e r e i n s p e c i ­
f i e d , i n c l u d i n g s h u t - i n g a s r o y a l t i e s . L e s s o r s h a l l r e c e i v e o n p r o d u c t i o n f r o m t h e u n i t so p o o l e d r o y a l t i e s o n l y o n t h e p o r t i o n o f s u c h p r o d u c t i o n 
a l l o c a t e d t o t h i s l e a s e ; s u c h a l l o c u t i o n s h a l l b e t h a t p r o p o r t i o n o f t h e u n i t p i o d u c l i o n I h a l t h e t o t a l n u m b e r o f s u r f a c e a c r e s c o v e r e d b v t h i s l e a s e 
a n d i n c l u d e d i n t h e u n i t b e a r s t o l h e t o t a l n u m b e r o f s u r f a c e a c r e s i n s u c h u n i t . I n a d d i t i o n ( o t h e f o r e g o i n g . L e s s e e s h a l l h a v e t h e r i g h t t o u n i t i z e , 
p o o l , o r c o m b i n e a l l o r a n v p a r t o f t h e a b o v e d r s c r i b e d lu m l s as t o o n e < u m o i c o f t h e f o r m a t i o n s t h e r r u t i d e r w i t h o t h e r l a n d s i n t h e s a m e g e n e r a l 
a r e a b v e n t e r i n g i n t o a c o o p e r a t i v e o r u n i t j i l a n o f d e v e l o p m e n t o r o p e r a t i o n a p j u o v e d b v a n y g o v e r n m e n t a l a u t h o r i t y a n d , f i o m l i m e t o t i m e , 
w i t h l i k e a p p r o v a l , t o m o d i f y , c h a n g e o r t e r m i n a t e a n v s u c h p l a n o r a g r e e m e n t a n d , i n s u c h e v e n t , t h e t e r m s , c o n d i t i o n s a n d p i ov i s i o n s o f t h i s 
l e a s e s h a l l b e d e e m e d m o d i f i e d t o c o n f o r m t o t h e t e r m s , c o n d i t i o n s , a n d | i r o v i s i o n s o f s u c h a p p r o v e d c o o p e r a t i v e o r u n i l ( d a n o f d e \ c l o p m e r . l o r 
o p e r a t i o n a n d , p a r t i c u l a r l y , a l l d r i l l i n g a n d d e v e l o p m e n t r e q u i r e m e n t s o f I h i s l e a s e , e x p r e s s o r i m p l i e d , s h a l l h e s a t i s f i e d b y c o m p l i a n c e w i t h l h e 
d r i l l i n g a n d d e v e l o p m e n t r e q u i r e m e n t s o f s u c h p l a n o r a g i e e n x u i t . a n d t h i s l e a s e s h a l l n o t t e r m i n a t e o i e x p i r e d u r i n g t h e l i f e o f s u c h p l a n o r a g r e e ­
m e n t . I n t h e e v e n t t h a t s a i d a b o v e d e s c r i b e d l a u d s o r a n y p a r i t h e r e o f , s h a l l h n c . i f t r r b e o p e r a t e d u n d e r a n y s u c h c o o p e r a t i v e o r u n i t p l a n o f 
d e v e l o p m e n t o r o p e r a t i o n w h e r e b v t h e p r o d u c l i o n I h c i r f m m is a l l o c a t e d t o d i f f c i c u t p o r t i o n s o f t h e l a n d c o v e r e d b y s a i d [ d a n , t h e n t h e p r o d u c ­
t i o n a l l o c a t e d t o a n y p a i l i c u l a r t r a c t o f h i n d s h a l l , f o i I h e p u r p o s e o f c o m p u t i n g t h e r o y a l t i e s i o b e p a i d h e r e u n d e r t o L e s s o r , b e r e g a r d e d as h a v i n g 
b e e n p r o d u c e d f r o m t h e p a r t i c u l a r t r a c t o f l a n d l o w h i c h i l i s a l l o c a t e d a n d i m t t o a n v o t h e r t r a c t o f l a n d ; a n d t h e r o y a l l y p a y m e n t s t o b e m a d e 
h e r e u n d e r t o L e s s o r s h a l l b e b a s e d u p o n p r o d u c t i o n o n l y as so a l l o c a t e d . L e s s o r s h a l l f o r m a l l y c x p i e s s L e s s o r ' s c o n s e n t t o a n y c o o p e r a t i v e o r u n i t 
p l a n o f d e v e l o p m e n t o r o p e r a t i o n a d o p t e d b y L e s s e e a n d a p p r o v e d b v a n y g o v r i m n e n l a ! . i g r u c v b v e x e c u t i n g I h r s a m e u p o n r e q u e s t o f L e s s e r . 

1 . ' I . A l l e x p r e s s o r i m p l i e d c o v e n a n t s o f L i t i s l e a se s h a l l b e s u b j e c t t o a l l I- e d c i a I a n d S t a t e L t w s, I x f c u l i v e O r d e r s , R u l e s o r It e g u la l i o n s , a n d 
t h i s l e a s e s h a l l n o l b e t e r m i n a t e d , i n w h o l e o r i n p a r t , m u L e s s e e h e l d l i a b l e i n d a m a g e s , f m f a i l u r e l o c o m p l y t h e r e w i t h , i f c o m p l i a n c e is j i r e v e n t e d 
b y , o r i f s u c h f a i l u r e is t h e r e s u l t o f , a n y s u c h L a w , O r d e r , R u l e o r R e g u l a t i o n . 

1-L L e s s o r h e r e b y w a r r a n t s a n d a g r e e s t o d e f e n d t h e t i t l e t o t h e l a n d s h e r e i n d e s e n b e d . a n d a g r e e s t h a t t h e L e s s e e s h a l l h a v e t h e r i g h t a t a n v 
l i m e t o r e d e e m f o r L e s s o r , b y p a y m e n t , a n v m o r t g a g e s , t a x e s o r o t h e r l i e n s o n ( h e a b o v e d e s , r i b e d l a n . I s , m t h e e v e n t o f d e f a u l t o f p a y m e n t b v 
L e s s o r a n d b e s u b r o g a t e d t o t h e r i g h t s o f t h e h o l d e r t h e r e o f , a n d t h e u n d e r s i g n e d L e s s o r s , ( o r t h e m s e l v e s a n d t h e i r h e h s, s u c c e s s o r s i . n d a s s i g n s , 
h e r e b y s u r r e n d e r a n d r e l e a s e a l l r i g h t o f d o w e r a n d h o m e s t e a d i n t h e p r e m i s e s d e s c r i b e d h e r e i n , i n s o f a r as s a i d r i g h t o f d o w e r a n d h o m e s t e a d m a y 
i n a n y w a y a f f e c t t h e p u r p o s e s f o r w h i c h t h i s l e a s e is m a d e , as r e c i t e d h e r e i n . 

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

I N W I T N K S S W i l L T l K O K , t h i s i n s t r u m e n t is e x e c u t e d as o f t h e d a t e f i r s t a b o v e w r i t t e n . 

Ji ^ 
T.inda Sue Lan ie r 

-s <:-kj. < c. n " U 



I ' n i i i c i l l>> l \s .M I ' ( K l ' l I l i . M 

si AH oi Vp^cJ "{/'yvc c1:-' 
COUNTY Ol- Xyl-K CjLtCL'-f-^ 

< Ikl.ilionia, Kansas, Ni i \ Mtsi io. \\ \ oinini.'., Molilalia. ( olorado, l-lah. 
Nihraska, Nuilli Dakota, Smith Dakota 

At KNOW I I I H . M I N I — I ,\ I) I \ 11) 11 V I . 

UEEORE. ML:, 1110 undersigned, a Notary Public, in and for said County and Simile, on this^ 

day of L A ^ C 
U 

, |)C) socially appeared - - c, , • , (<"/< " . V ; t cf' 

and 

rs 

•9, 
ICsci iljcd iii-juuj w ho^cxf i^ofcO .. _ .. . _ , lo tne known lo be lhe iilenlieal person, , . . ,_ , 

the within and foregoing iusmuneiu of writing and acknowledged to me thai ^( ^ (' L ) • duly executed the s.itu'ffit'^rS<M-Jl-Jf 
and voluntary act and deed for the uses and purposes 1 heroin set for th . 0 * y ' ' - . i , *** 

, /") v ^ v>v"*
v 

IN WITNESS WHEREOF, I have herennlo set my hand and affixed my itotarialsgal the day aiu^-yeaf last abo\e^v:r,it,je^u»»xV 

MyCominission Expires " S . / — 
^ -- w Noiary Public. 

Oklahoma, Kansas, New Mexico, NV) tuning, Monlunu, Colorado, IHah, 
Ni-hraska, Norlh Dakota, Sonlli Dakolu 

ACKMIW I I I X . M I N I — I N D I \ IDIJAI. 

STATE OP 

COLIN TV Ol . , __ , 

BEFORE M E , the undersigned, a Noiary Public, in and lor said County and Slale, on this 

day of , 19 , personally appeared 

and 

the w iihin and foregoing instrument of w riling and acknowledged lo me dial 
and voluntary aci and deed for the uses and purposes Iherejjj s,ci for lh 

, lo me known lo be the identical person. . ..... . ., desctibed in ami who cxculed 

. .duly executed the same as free 

IN WITNESS WHEREOr, I have ^ m m j \ £ ^OVJrVt^} a n t l a f ' x c u m y notarial seal the day and year last above written. 

My Commission Expires ~^£l.ERK'S OFFICE '~) 

H A ­

STATE OF 

COUNTY OF 

On ihis 

appeared 

mc duly sworn, did say thai he isAh 

Noiary Public. 

*v 1989 
At KNOW I I DCMC.N I (I or use l)> Corporalion) 

.._, A . D . 19... , before me personally 

, to me personally known, who, being by 

. . ^ C Q ^ ^ Q V ^ S ^ * " ' - - — f • - -'ind in at lhe VCJI affixed lo said insti umenl is the corporate seal ol said corporalion 

ami tha£. said*nisirirtnetit/^a^ signed and staled if l-behalf of said corporalion by aulhoriiy of ils Hoard of Directors, and said 

* .•*' * o ' M 

? L-2— : acknowledged said instrument lo be lhe free aci and deed of said corporalion. 

> * : £ 0 o 
'. \0jiliess my hitjjAand seaj^iiis dayof , A D 19 

V ; (SEAL) t v £ M i l o 

My Commission expires. 

Noiary Public. 



PRODUCERS 88PAID UP „ tnQft 

nc*. 5-r.o. N». 2 - 3 iy(jy 

RECEIVED 

OIL AND GAS LEASE 
rUered Inlo the 

Lauralee Payne 
ACJHF.F.MKNT. Made and entered Inlo thr 2 9 t h d a y o ( J l i n e 19 & 9 . by and between 

wh.,...p„„..M.c...d,r„i, 1308.Gladev1ew Dr. , Farmington, NM 8740,l . r r t „ i i n p r r . l l r r t , . r „ o r ( 1 > h t ( h f i m i P ( , r m , m ) „ „ „ 
K gS^fS l%act5Srsh fp a C ° l 0 r * " ' • " < " • » - " " 6 5 ° S" C h e r r y s t - » S u i t e 1^5-PfiQY.ef»..C0-80222 

W I T N E S S E T H , T h a i t h r L e s s o r , l i . r m i d I n < • < • n - . l d e i . i l l .1 T e n . . ? H ^ . . . H P f j ? . D D I , I . A I L S 

r a s h I n h a n d p a i d , t h r r e c e i p t n l w h i r h I s h t - r r h v a e k i i o w l e d f t e d . a m i l h e c o v e n a n t s a n d a g r e e m e n t s h e r e i n a f t e r r o n t n l n r d , h a * K r a n l r d , d e m i s e d , 

l e a s e d n n d I r t . a n d U v t h e s e p r e s e n t s d o e s t t r i u t l , d e m i s e , l e a s e a n d l e i c x e l n s i v e l v u n t o t h e s a i d L e s s e r , t h e l a n d h e r r l n i i l l e r d e s c r i b e d , w l l h I h e 

r x e l n s l v r r h t h l f u r t h i ' p n r p o s e u f m i i i i i i r . e x p l o r i n g l i v E c o p l i v v i r a l a n d o i l i e r i n r t h i i d s . a n d o p e r a t i n g f< i r a n d p r o d u c i n g I h r r r f m m o i l n n d a l l g a s " I 

w h a t s o e v e r n a t o r r o r k i n d , i v l l h r h t h l s o f w a v n o d r a v r m r n l s t o r l a v i n g p i p e l i n e s , a m i e r e r t l o n n t s l r u c l u r c s t j i r r c o n t o p r o d u c e , s a v e n n d l a k e c a r e 

o f s a i d p r u d n r t s , a l l t h a t r r r l i i l n t r a d " f l a n d s i t u a t e d h i l h e C o u n t y n f K l 0 M m D a ^ 

State «>f _ N e W M e X i C O d e s c r i b e d as f o l l o w s , t o - w l l : 

Township 32 Nor th, Range 4 West 
Section 15: E/2NE/4, NE/4SE/4 

a n d c o n t a i n i n g a c r e s , m o r e o r l e s s . . f \ V G 

1 . I t i s a g r e e d t h a t I h i s l e a s e s h a l l r e m a i n i n f o r c e f o r a t e r m o f X X / v c a r s f r o m t h i s d a t e a m i a s l u n g t h e r e a f t e r as o i l o r g a s o f w h a t s o e v e r 
n a t u r e o r k i n d Is p r o d u c e d f r o m s a i d l e a s e d p r e m i s e s o r o n a c r e a g e p o o l e d t h e r e w i t h , o r d r i l l i n g o p e r a t i o n s a r e c o n t i n u e d as h e r e i n a f t e r p r o v i d e d . 
I f , a t t h e e x p i r a t i o n o f t h e p h i m i r v t e r m o f t h i s l e a s e , o i l o r g a s i s n o t h e l n g p r o d u c e d o n t h e l e a s e d p r e m i s e s o r o n a c r e n g e p o o l e d t h e r e w i t h b u t 
L e s s e e Is t h e n e n g a g e d i n d r i l l i n g o r r e - w o r k i n g o p e r a t i o n s t h e r e o n , t h e n t h i s l e a s e s h a l l c o n t i n u e i n f o r c e so l o n g os o p e r a t i o n s a r e b e i n g c o n t i n u ­
o u s l y p r o s e c u t e d o n t h e l e a s e d p r e m i s e s o r n i l a c r e a g e p o n i e d t h e r e t v i l h ; a n d o p e r a t i o n s s h a l l h e c o n s i d e r e d t n b e c o n t i n u o u s l y p r o s e c u t e d i f n o t 
m o r e t h a n n i m t v (SH) ) d a v s s h a l l e l a p s e b e t w e e n t h e c o m p l e t i o n o r a b a n d o n m e n t o f o n e w e l l n n d t h e b e g i n n i n g o f o p e r a t i o n s f o r t h e d r i l l i n g o f a 
s u b s e q u e n t w e l l . I f a f t e r d i s c o v e r y o f o i l o r g a s o n s a i d l a n d ( t r o n a c r e a g e p o o l e r ! t h e r e w i t h , t h e p r o d u c t i o n t h e r e o f s h o u l d c e a s e f r o m a n y c a u s e 
a f t e r t h e p r i m a r y t e r m , t h i s l e a s e s h a l l n o l t e r m i n a t e i f I .esse** c o m m e n c e s a d d i t n >na l d r i l l i n g o r r e - w o r k i n g o p e r a t i o n s w i t h i n n i n e t y ( 9 0 ) d a y s f r o m 
d a t e o f c e s s a t i o n o f p r o d u c t i o n o r ( r o m d a t e o f c o m p l e t i o n o f d r v h o l e . I t o d o r g a s s h a l l b e d i s c o v e r e d a n d p r o d u c e d a s a r e s u l t o f s u c h o p e r a ­
t i o n s a t o r a f t e r t h e e x p i r a t i o n o f t h e p r i m a r y t e r m o f t h l * l e a s e , t h i s l e a s e s h a l l c o n t i n u e i n f o r c e so l o n g n s o i l o r g a s Is p r o d u c e d f r o m t h e l e a s e d 
p r e m i s e s o r o n a c r e a g e p o o l e d t h e r e w i t h . 

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

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

( l / H ) p a r t o f a l l o i l p r o d u c e d a n d s a v e d f r o m t h e l e a s e d p r e m i s e s . 
2 n d . T o p a y L e s s o r o n e - e i g h t h ( 1 / R ) o f t h e g r o s s p r o c e e d s e a c h y e a r , p a y a b l e q u a r t e r l y , f o r t h e g a s f r o m e a c h w e l l w h e r e g a s o n l y is 

f o u n d , w h i l e t h e s a m e is b e i n g u s e d o f f t i n * p r e m i s e s , a m i I f u s e d i n t h e m a n u f a c t u r e o f g a s o l i n e a r o y a l t y o f o n e - e i g h t h ( 1 / 8 ) , p a y a b l e 
m o n t h l v a t t h e p r e v a i l i n g m a r k e t - a t e f o r g a s . 

3 r d . T o p a v L e s s o r f o r g a s p r o d u c e d f r o m a n v o i l w e l l a n d u s e d o f f t h e p r e m i s e s o r i n l h e m a n u f a c t u r e o f g a s o l i n e o r n n y o l h e r p r o d u c t 
a r o y a l t y o f o n e - e i g h t h ( 1 / R ) o f t h r p r o c e e d s , a t I h e m o u t h o f t h e w e l l , p a v a b l e m o n t h t v a t t h e p r e v a i l i n g m a r k e t r a l e . 
• I . W h e n - g a s f r o m a w e l l c a p a b l e o l p r o d u c i n g g a s i s n o t s o l d o r u s e d . L e s s e e m a y p a y o r t e n d e r as r o v a l t v t o l h e r o v a l t y o w n e r s O n e 

D o l l a r p e r v c a r p e r n e t r o v a l t v a c i c r e t a i n e d l i e i e u m h r, s t i r h p a y m e n t o r t e n d e r t o b e m a d e o n o r b e f o r e t h e a n n i v e r s a r y d a t e o f t h i s b ase m - x l 
e n s u i n g a f t e r t h e e x p i r a t i o n o f OO d a v s f r o m t h e d a t e s u c h w e l l i s s h u t i u a n d t h e r e a f t e r < m o r b e f o r e t h e a n n i v e r s a r y d a t e o f t h i s l e a s e d u r i n g t h e 
p e r i o d s u c h w e l l i s s h u t i n . | f s u c h p a v m e n t o r t e n d e r is m a d e , i l w i l l b e c o n s i d e r e d t h a i g a s i s b e i n g p r o d u c e d w i t h i n t h e m e a n i n g o f t h i s l e a s e . 

5 . I f sa l t ) L e s s o r o w n s a l e s s i n i e r e s t l u t h e a b o v e d e s c r i b e d l a n d t h a n l h e e n t i r e n n d u n d i v i d e d f e e s i m p l e e s t a t e t h e r e i n , t h e n t h e r o y a l t i e s 
( i n c l u d i n g a n y s h u t - i n g a s r o v a l t v ) h e r e i n p r o v i d e d f o r s h a l l b e p a i d t h e L e s s o r o n l y i n t h e p r o p o r t i o n w h i c h L e s s o r * s I n t e r e s t b e a r s t o t h e w h o l e 
a n d u n d i v i d e d f e e . 

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

7 . W h e n r e q u e s t e d b y L e s s o r . L e s s e e s h a l l b u r v L e s s e e ' s p i p e l i n e b e l o w p l o w d e p t h . 
fi. N o w e l l s h a l l h e d r i l l e d n e a r e r t h a n 2 0 0 f e e t l o l h e h o u s e o r b a r n n o w o n s a i d p r e m i s e s w i t h o u t w r i t t e n c o n s e n t o f L e s s o r . 
U . L e s s e e s h a l l p a y f o r d a m a g e s c a u s e d b y L e s s e e ' s o p e r a t i o n s t o g r o w i n g c r o p s o n s a i d l a n d . 

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

1 I . T h e r i g h t s n f L e s s o r a n d L e s s e r h e r e u n d e r m a y h e a s s i g n e d i n w h o l e o r p a r t . N o c h a n g e i n o w n e r s h i p o f L e s s o r ' s I n t e r e s t ( b y a s s i g n m e n t 
o r o t h e r w i s e ) s h a l l b e b i n d i n g o n L e s s e e u n t i l L e s s e e h a s h e r n f u r n i s h e d w i t h n o t i c e , c o n s i s t i n g o f c e r t i f i e d c o p i e s o f n i l r e c o r d e d i n s t r u m e n t s o r 
d o c u m e n t s n n d o t h e r i n f o r m a t i o n n e c e s s a r v t o e s t a b l i s h i i c o m p l e t e c h a i n o f r e c o r d t i l l e t r o m L e s s o r , a n d t h e n o n l y w i t h r e s p e c t t o p a y m e n t s 
t h e r e a f t e r m a d e . N n o t h e r k i n d o f p o l i c e , w h e t h e r a e l n a l o r c o n s t r u e ! I v e , s h a l l b e b i n d i n g o n L e s s e e . N o p r e s e n t o r f u t u r e d i v i s i o n o f L e s s o r ' s 
o w n e r s h i p n s t o d i f f e r e n t p o r t i o n s o r p a r c e l s o f s a i d l a n d s h a l l o p e r a t e t o e n l a r g e t h e o b l i g a t i o n s o r d i m i n i s h t h e r i g h t s o f L e s s e e , a n d a l l L e s s e e ' s 
o p e r a t i o n s m a v b e c o n d u c t e d w i t h o u t r e g a r d t o a u v s u c h d i v i s i o n . K a l l o r u n v p a r t o f t h i s l e a s e i s a s s i g n e d , n o l e a s e h o l d o w n e r s h a l l b e l i a b l e f o r 
a n y a c t o r o m i s s i o n o f a n y o t h e r l e a s e h o l d o w n e r . 

1 2 . L e s s e e , a t U s o p t i o n , i s l i e r e b v g i v e n t h e r i g h t a n d p o w e r a t a n v t i m e a n d f r o m l i m e t o t i m e as a r c c u r t i n g r i g h t , e i t h e r b e f o r e o r a f t e r 
p r o d u c t i o n , a s t o a l l o r a n v p a r t o f t h e l a n d d e s c r i b e d h e r e i n a n d as t o a n y o n e o r m o r e o f l h e f o r m a t i o n s h e r e u n d e r , t o p o o l o r u n i t i z e t h e l e a s e ­
h o l d e s t a t e a n d I h e m i n e r a l e s t a t e e n t e r e d b v t h i s l e a s e w i t h o t h e r l a n d , l e a s e o r l e a s e s l u t h e i m m e d i a t e v i c i n i t y f o r l h e p r o d u c t i o n o f o i l a n d g a s , 
o r s c p a r a l e l v f o r t h e p r o d u c l i o n o f c i l h e r , w h e n i n L e s s e e ' s J u d g m e n t l l i s n e c e s s a r v o r a d v i s a b l e l o d o s o , a n d I r r e s p e c t i v e o f w h e t h e r a u t h o r i t y 
s i m i l a r t o t h i s e x i s t s w i l h r e s p e c t t o s u c h o t h e r l a n d , l e a s e o r l e a s e s . L i k e w i s e , u n i t s p r e v i o u s l y f o r m e d l o i n c l u d e f o r m a t i o n s n o t p r o d u c i n g o i l o r 
g a s , m a v b e r e f o r m e d t o e x c l u d e s u c h n o n - p r o d u c i n g f o r m a t i o n s . T h e f o r m i n g o r r e f o r m i n g o f a n y u n i t s h n l l b e a c c o m p l i s h e d b y L e s s e e e x e c u t i n g 
a n d f i l i n g o f r e c o r d :\ d e c l a r a t i o n o f s u c h u n i t i z a t i o n o r r e f o r m a t i o n , w h i c h d e c l a r a t i o n s h a l l d e s c r i b e ( h e u n i t . A n y u n i t m a y i n c l u d e l a n d u p o n 
w h i c h a w e l l h a s t h e r e t o f o r e b e e n c o m p l e t e d o r u p o n w h i c h o p e r a t i o n s f o r d r i l l i n g h a v e t h e r e t o f o r e b e e n c o m m e n c e d . P r o d u c t i o n , d r i l l i n g o r r e ­
w o r k i n g o p e r a t i o n s o r a w e l l s h u t i n f o r w a n t o f a m a r k e t a u v w h e r c o n a u n i l w h i c h i n t h i d e s a l l o r a p a r t o f t h i s l e a s e s h a l l b e t r e a t e d as I f l l w e r e 
p r o d u c l i o n . d r i l l i n g o r r e w o r k i n g o p e r a t i o n s o r a w e l l s h u t I n f o r w a n t o f a m a r k e t u n d e r t h i s l e a s e . I n l i e u o f t h e r o y a l t i e s e l s e w h e r e h e r e i n s p e c i ­
f i e d , i n c l u d i n g s h u t - i n g a s r o y a l t i e s . L e s s o r s h a l l r e c e i v e o n p r o d u c t i o n f r o m l h e u n i t s o p o o l e d r o y a l t i e s o n l y o n t h e p o r t i o n o f s u c h p r o d u c l i o n 
a l l o c a t e d t o t h i s l e a s e ; s u c h a l l o c a t i o n s h a l l b e I h a l p r o p o r t i o n o f t h e u n i l p r o d u c t i o n t h a i t h e t o t a l n u m b e r o l s u r f a c e a c r e s c o v e r e d b v t h i s l e a s e 
a n d i n c l u d e d i n l h e u n i t b e a r s t o t h e t o t a l n u m b e r o f s u r f a c e a c r e s i u s u c h u n i t . I n a d d i t i o n t o I h r f o r e g o i n g . L e s s e e s h a l l h a v e t h e r i g h t t o u n l t i / e , 
p o o l , o r c o m b i n e a l l o r a n v p a r t u f t h e a b o v e d e s c r i b e d l a u d s a s l o o n e o r m o r e o f t h e f o r m a t i o n s t h e r e u n d e r w l l h o l h e r l a n d s i n l h e s a m e g e n e r a l 
a r e a b v e n t e r i n g i n t o a c o o p e r a t i v e o r u n i t p l a n o f d e v e l o p m e n t t »r o p e r a t i o n a p p r o v e d b y a n y g o v e r n m e n t a l a u t h o r i t y a n d , f r o m t i m e t o t i m e , 
w i t h l i k e a p p r o v a l , t o m u d i f v , c h a n g e o r t e r m i n a t e a n v M i c h p l a n o r a g r e e m e n t a n d , i n s u c h e v e n t , t h e t e r m s , c o n d i t i o n s a n d p r o v i s i o n s o f t h i s 
l e a s e s h a l l b e d e e m e d m o d i f i e d t o c o n f o r m t o I h e t e r m s , c o n d i t i o n s , a n d p r o v i s i o n s o f s u c h n p p r o v e d c o o p e r a t i v e o r u n i t p l a n o f d e v e l o p m e n t o r 
o p e r a t i o n a n d , p a r t i c u l a r l y , a l t d r i l l i n g a n d d e v e l o p m e n t r e q u i r e m e n t s o f t h i s l e a s e , e x p r e s s o r i m p l i e d , s h a l l b e s a t i s f i e d b y c o m p l i a n c e w i l h t h e 
d r i l l i n g a n d d e v e l o p m e n t r e q u i r e m e n t s o f s u c h p l a n o r a g r e e m e n i . a n d t h i s t e n s e s h a l l n o t t e r m i n a t e o r e x p i r e d u r i n g l h e l i f e o f s u c h p l a n o r a g r e e ­
m e n t . I n t h e e v e n t t h a t s a i d a b o v e d e s c r i b e d l a n d s u r a u v p a r t t h e r e o f , s h a l l h e r e a f t e r h e o p e r a t e d u n d e r a n y s u c h c o o p e r a t i v e o r u n i t p l a n o f 
d e v e l o p m e n t o r o p e r a t i o n w h e r e b y l h e p r o d u c t i o n t h r r c f i u m i s a l l o c a t e d l o d i f f e r e n t p o r t i o n s o f t h e l a n d c o v e r e d b y s a i d p l a n , t h e n t h e p r o d u c ­
t i o n a l l o c a t e d t o a n y p a r t i c u l a r t r a c t o f l a n d s h a l l , f o r i h e p u r p o s e o f c o m p u t i n g t h e r o v a l l i c s t o b e p a i d h e r e u n d e r t o L e s s o r , b e r e g a r d e d a s h a v i n g 
b e e n p r o d u c e d f r o m t h e p a r t i c u l a r t r a c t o f l a n d l o w h i c h i i i s a l l o c a l r d n n d n o t l o a n y o t h e r t r a c t o f l a n d ; a n d t h e r o y a l t y p a y m e n t s t o b o m a d e 
h e r e u n d e r t o L e s s o r s h a l l b e b a s e d u p o n p r o d u c t i o n o n l y a s s o a l l o c a t e d . L e s s o r s h a l l f o r m a l l y e x p r e s s L e s s o r ' s c o n s e n t t o a n y c o o p e r a t i v e , o r u n i t 
p l a n o f d e v e l o p m e n t o r o p e r a t i o n a d o p t e d b y L e s s e e a n d a p p r o v e d b v n n y g o v e r n m e n t a l a g e n c y b y e x e c u t i n g t h e s a m e u p o n r e q u e s t c»l L e s s e e . 

1 3 . A l l e x p r e s s o r i m p l i e d c o v e n a n t s o f t h i s l e a s e . sha l l h e s u b j e c t t o a l l F e d e r a l a n d S t a t e L a w s , E x e c u t i v e O r d e r s , I t u l e s o r R e g u l a t i o n s , n n d 
I h i s t e a s e s h a l l n o l b e t e r m i n a t e d , h i w h o l e o r h i p a r i , n o r L e s s e e h e l d l i a b l e I n d a m a g e s , f o r f a i l u r e t o c o m p l y t h e r e w i t h , i f c o m p l i a n c e i s p r e v e n t e d 
b y , o r I f s u c h f a i l u r e i s I h e r e s u l t o f , a n v s u c h L a w , O r d e r . I I u t e o r R e g u l a t i o n . 

I ' I . L e s s o r h e r e b y w a r r a n t s a n d a g r e e s f n d e f e n d I h e t i t l e t o t h e l a n d s h e r e i n d e s c r i b e d , n n d a g r e e s t h a t t h e L c s e r s h a l l h a v e t h o r i g h t a t a n y 
l i m e t o r e d e e m f o r L e s s o r , b v p a y m e n t , a n v m o r t g a g e * . t a x e s o r o t h e r H e n s o n t h e a b o v e d e s c r i b e d l a u d s , i u t h e e v e n t o f d e f a u l t o f u i i v m c n i b y 
L e s s o r a m i h e s u b r o g a t e d t o t h r r i g h t s o f t h e h o l d e r t h e r e o f , a n d t h e u n d e r s i g n e d L e s s o r s , f o r t h e m s e l v e s a n d t h e i r h e i r s , s u c c e s s o r s a n d a s s i g n s , 
h e r e b y s u r r e n d e r a n d r e l e a s e a l l r i g h t o f d o w e r a n d h o m e s t e a d i u t h e p r e m i s e s d e s c r i b e d h e r e i n . I n s o f a r a s s a i d r i g h t o f d o w e r a n o ' h o m e s t e a d m a y 
i n a n v w a v a f f e c i t h e p u r p o s e s f o r w h i c h t h i s l e a s e i s m a d e , a s r e e i l e d h e r e i n . 

1 5 . S h o u l d a n y o u r o r m o r e o f t h e p a r t i e s h e r e i n a b o v e n a m e d as L e s s o r f a l l t o e x e c u t e t h i s l e a s e , i t r .hfc ' i n e v e r t h e l e s s b e b i n d i n g l p o n a l l 
s u c h p a r l i e s w h o d o e x e c u t e i l a s L e s s o r . T h e w o r d " L e s s o r . " a s u s e d I n t h i s l e a s e , s h a l l m e a n a n y o n e o r m u r e o r a l l o f t h e p a r t i e s w l i » e x e c u t e 
t h i s l e a s e a s L e s s o r . A l l t h e p r o v i s i o n s o f t h i s l e n s e s h a l l b e b i n d i n g o n t h e h e i r s , s u c c e s s o r s a n d a s s i g n s o f L e s s o r a n d L e a s e e . 

I N W I T N E S S W I I K I I K O F , t h i s i n s t r u m e n t i s e x e c u t e d a * o f t h e d a t e f i r s t n b o v e w r i t t e n . 
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I ' R O n U C K U S RH-VAI1) U l 1 

l i r v . f j -CO. N o . 2 

OU, AND GAS L E A S E 

RECEIVED 

JUL 3 1 1989 

Ans'd 
AGRF.KMF.NT, Made and rntcrec to the ? _ 9 t h d a > . o ( J u n e , 19 ^ 9 b y a n d b e t w c c n 

Edward S. Gallegos, Jr. and Shirley A. Gallegos, husband and wife 

whose pos t o f f i c e address is 6468 W. Arbor n>-., L i t t l e t o n , CO 801?' 
. h e r e i n a f t e r ca l led Lessor ( w h e t h e r one or more \ j i r i d 

Kindermac Partners, a Col oradow h„ s„ p n M . ff i i.„ m l ( 1 „_ ,,650 S. Cherry St., Suite 1 2lh n-Ji,%™$^ , ...Vn • 8 1 

general partnership T n n . 
W I T N K S S K T I I . T h a i t l x - l , f « i r , ( o r and itt . • . .ns id . - ra i ion o l . > e i l " I I O I I I U l U D O I . I . A K S 

rash in h a o d p a i d , I lit- r r r r i p t <•! u h i r h is l l r n h v i L c k n m i I ' - iU'r . ! , and the < • i •.. ri n i t s O K ! .t i l l in <• n t s h r i r i n . i f t r r c o n t a i n e d , has ( ' .ranted, d e m i s e d , 
l r a s r d and i r l . and bv t h r s r p i r s r n (s dors ' in a n t . d r MI i s r . I c r r and let < \ r ! i i s u < l \ o u t " t h r said Lessee, t h r land h e r e i n a f t e r d e s c r i b e d , w i t h the 
exc lus ive r ie .hl f o r t h r pu rpose o f m i n i m ' . . e \ p l u r i u p . ttv r .eophv steal and o t h e r m e t h o d s , and opera t ion , f o r and p roduc ine . t h e r e f r o m o i l and a l l e.as o f 
wha t soeve r na tu r e or k i n d , w i t h r i g h t s o f wav and e a s r m r n t s f o r l a v i m : p ipe 11 n s._ m d r re r t i / m o f s t r u c t u r e s t h e r e o n to p r o d u c e , save and take rare 
o f said p r o d u c t s , a l l t h a t c e r t a i n t r a c t o f land s i t ua t ed in Ihe t ' o u n t v o f ! \ j 0 A i r j b a 

s t a t l . „ f New Mexico 
, de sc r ibed as f o l l o w s , t o - w i t : 

Township 32 North, Range 4 West 
Section 15: E/2NE/4, NE/4SE/4 

and c o n t a i n i n g f •-•U acres, m o r e o r less. -j y p 
1. I t is agreed tha t th i s lease shal l r e m a i n in f o r c e f o r a l e r n i < > f X X ! / v r a I ^ ' r o M 1 da te and as l o n g t h e r e a f t e r as o i l or gas o f wha t S<H-^ er 

na tu r e o r k i n d is p r o d u c e d f r o m said leased premises or on acreage p o o l e d f hrn-a. i t h . or d r i l l i n g o p e r a t i o n s are c o n t i n u e d as h e r e i n a f t e r prov i d e d . 
I f , a t the e x p i r a t i o n o f the p r i m a r y t e r m o f (h is lease, o i l o r gas is n o t b r m r , p r o d u c e d o n the leased premises nr o n acreage p o o l e d t h e r e w i t h b u t 
Lessee is t h e n engaged in d r i l l i n g o r r e - w o r k i n g o p e r a t i o n s t h e r e o n , (hen th i s lease shall c o n t i n u e in f o r c e so l o n g as o p e r a t i o n s are be ing c o n t i n u ­
o u s l y p r o s e c u t e d o n lhe leased p remises o r o n acreage p o o l e d t Sieve v. tl h ; and o p e r a t i o n s shall he c o n s i d e r e d t o he c o n t i n u o u s l y p r o s e c u t e d if n o l 
m o r e t h a n n i n e t v ( iH)) davs shal l elapse b e t w e e n lhe c o m p l e t i o n m a h a n d o n m e n ' o f one w e l l , i : i d l l m b e g i n n i n g o f o p e r a t i o n s for the d r i l l i n g o f a 
subsequen t w e l l . H a f t e r d i s c o v e r y o l o i l o r e.as o n said l and " t on acreage p o o l e d t h e r e w i t h , t l ie p r o d u c t i o n t he r eo f shou ld cease f r o m anv cause 
a f t e r the p r n n a r v le i in , t h i s lease shal l n o t t e r m i n a t e i f 1 ,essee c o m in e n ce s ad t i i 111 >ri a I i h i l 1 i n g o i i e- w o t1; i i ig opera ( io ns \\ it h i n n i n e t v (9(1) d;ivs f r e m 
date o f cessat ion o f p r o d u c t i o n o r f i o m da l e o f c o i n p !<• t i on o f dtv h o l e . If o i l or gas shall he d i scovered and p r o d u c e d as a resul t o f such opera­
t i o n s at or a f t e r the e x p i r a t i o n o f the p r i m a r y t e r m o f th i s lease, th is lease shall c o n t i n u e in f o r c e so long as o i l or gas is p r o d u c e d f r o m the leased 
premises or o n acreage p o o l e d t h e r e w i t h . 

. T h i s is a I ' A 11 ) - t T L K A S K . I n co us id era I i o u o f the d o w n cash p a v m e n t . Lessor a g u e s that Lessee shal l n o t he o b l i g a t e d , e x c e p t as o l her-
wise p r o v i d e d here in . , t o c o m m e n c e o r c o n t i n u e anv o p e r a t i o n s during, the p u m a i v t e r m . Lessee m a v at anv t i m e o r l i m e s dur ing, or a f t e r the pt i -
m a r v t e r m su r rende r t h i s lease as t o al l or auv p o r t i o n o f said l and arid as to anv s t ra ta or s t r a t u m b \ d e l i v e r i n g t o Lessor or hy f i l i n g f o r r eco rd a 
release o r releases, amh.be re l ieved o f a l l o b l i g a t i o n t h e r e a f t e r a c c r u i n g as to the acreage s u r r e n d e r e d . 

.) . I n c o n s i d e r a t i o n o f the p remises the saifl Lessee covenan t s and agrees: 
1st. T o de l ive r to the c r e d i t o f Lessor, f r ee o f cos t , in the p ipe l ine to w h i c h Lessee m . n connec t wel l s o n said l a n d , the equa l one -e igh th 

( 1 / 8 ) p y t o f a l l o i l p r o d u c e d and saved f r o m Ihe leased premises . 
2 n d . T o pav Lessor o n e - e i g h t h ( 1 / 8 ) o f the gross proceeds each v r , i r . pavab le q u a r t e r l y , f o r the gas f r o m each w e l l w h e r e gas o n l v is 

f o u n d , w h i l e the same is be ing used o f f the premises , and i f used m (he m arm f a r t u i e o f gasol ine a r o y a l t y o f one -e igh th ( 1 / 8 ) , pa vable 
m o n t h l y at the p r e v a i l i n g m a r k e t rate f o r gas. 

. ' i rd . T o pav Lessor f o r gas p r o d u c e d f r o m anv o i l w e l l and used i f f the prent ices or m the m a n u f a c t u r e o f gasol ine or anv o t h e r p r o d u c t 
a r o v a l t v o f o n e - e i g h t h ( 1 }H) o f the p roceeds , at the m o u t h o f Ihe u e l l , pa-, able m o n t h l v at t in - p r e v a i l i n g m a t k e t r a l e . 
•1. Where gas f r o m a w e l l capable o l p r o d u c i n g gas is n o t sold <u used. Lessee mav pav or t ender as r o v a l t v to the r o v a l l y o w n e r s One 

D o l l a r per year per net r o v a l t v acre r e t a ined h e r e u n d e r , such p a v m e n t or t ender to be made on or b e f o r e the auniv ersarv date o f th i s lease n e \ t 
en su ing a f t e r the e x p i r a t i o n o f !)() d a v s f r o m the dad- such w e l l is shut in and [ h e r e a f t e r o n or b e f o r e the anniversary date o f t h i s lease d u r i n g the 
p e r i o d such w e l l is shu t i n . I f such p a y m e n t o r t ender is m a d e , if w i l l he cons ide red that gas is be ing p r o d u c e d w i t h i n the m e a n i n g o f th i s lease 

b . H said Lessor o w n s a less in te res t in l h e above desc r ibed land t h a n the en t i r e and u n d i v i d e d fee s imp le estate t h e r e i n , t hen the r o y a l t i e s 
( i n c l u d i n g any s h u t - i n gas r o v a l t v ) he r e in p r o v i d e d f o r shall be p a i d the Lessor o n l v in the p r o p o i t i o n w h i c h Lessor 's in teres t hears to the w h o l e 
and u n d i v i d e d fee . 

b . Lessee shal l have the r i gh t to use, f ree o f cos t , gas, o i l and wa te r p r o d u c e d o n said l and f o r Lessee's o p e r a t i o n t h e r e o n , e x c e p t w a t e r f r o m 
the we l l s o f Lessor . 

7. W h e n r e q u e u e d b y Lessor, Lessee shal l b u r v Lessee's p i p e l ine b>dow p l o w d e p t h . 
8. N o w e l l shall be d r i l l e d nearer t h a n 20(1 feet to the house or b a i n nov. o n said premises w i t h o u t w r i t t e n consen t o f Lessor. 
!). Lessee shall pay f o r damages caused bv Lessee's o p e r a t i o n s (o g iov . ;ng rops o n said l a n d . 

10. Lessee shal l have the r i g h t at anv t i m e to r e m o v e al l m a r h i n e r v and f i x t u r e s p laced on s i i d premises , i n c l u d i n g the r i g h t t o d r a w and 
r e m o v e easing. 

1 1 . The r i g h t s o f Lessor and Lessee h e r e u n d e r mav be assign* <l in v h o o i pa l t . N o change in o v.- ner ship o f I ,essoi *s interest (by assignme nf 
or ot h e r w ise ) sha II be b ind ing , o n Lessee u n t i l Lessee has been 1111 n ished w i t h n " t [< e , c o n s i s t i n g 1 1 f ee i t i f i r d copies < > f a 11 i c o n ded i n sl i u m e n t s o r 
d o c u m e n t s and cither i n f o r m a t i o n necessary to es tabl i sh a c o m p l e t e eh m i i . f r'-c<>u\ t h l e f r o m Lessor, and t h e n o n l v w i t h respect t o p a y m e n t s 
t h e r e a f t e r m a d e . N o o t h e r k i n d o f n o t i c e , w h e t h e r ac tua l or c< i n •. t n u t i v e, ' h a l l be b i n d i n g o n Lessee. N o present or f u t u r e d i v i s i o n o f Lessor 's 
o w n e r s h i p as to d i f f e r e n t p o r t i o n s or parcels o f said l and shall o p e i a p - I , I enlarge t i n o b l i g a t i o n s or d i m i n i s h the r i gh t s o f Lessee, and al l Lessee's 
opera I i ons mav be c o n d u c t ed w i l h o u 1 regard to anv such d i v i s i o n , f f al 1 o r an \ pa i t o f ( h is lea se i s a s s i n n e d . n o lease ho Id o w ner sh al l he l iable f o r 
anv act o r o m i s s i o n o f anv o t h e r leasehold o w n e r . 

I 2, Lessee, at i ts o p t i o n , is lie r ebv g iven the r i g h l and po v. el , t t , t M \ tune and f i o m tune I o I i i i i i ' as a I ecu r t ing i ig.h f , c i l her he i o i e or a f t e r 
p r o d u c l i o n , as to a l l or anv p.u I >>\ the l and deset ibed h e t c m and as (>• , . n \ o n . u m o i e o t th>- f o n n a l i o n s h c i e w m b u , to p o o l or u n i l i . - e Ihe lease­
h o l d estate and the m i n e r a l estate c o v e t e d bv thi*. lease w i l h o t h e r l a u d , le.o-e or leases i n the i m m e d i a t e v s c i m l v (or the p r o d u c l i o n o f o i l a m i gas, 
or sep ara I <• I v l o r (he p r o d u c t i o n o f e i I her , w h e n in Lessee's j u d g m e n t it is net esvn v or advisable ( o d o so , and i n i-spec tive o f vv he t he r au t h o r i t v 
s i m i l a r t o th i s exis t s w i t h respect t o such o t h e r l a n d , lease or leases. L i k e w i s e , u n i t s p r e v i o u s l y t e r m e d to i n c l u d e f o r m a t i o n s n o t p r o d u c i n g o i l o r 
gas, m a v be r e f o r m e d to e x c l u d e such n o n - p r o d u c i n g f o r m a t i o n s . The f o r m i n g or r e f o r m i n g of any u n i t shall be a c c o m p l i s h e d bv Lessee e x e c u t i n g 
and f i l i n g o f r e c o r d a d e c l a r a t i o n o f such u n i t i z a t i o n or r e f o r m a t i o n , w h i c h d e c l a r a t i o n shall d e s r t i b e the u n i t . A n y u n i t mav i n c l u d e land u p o n 
w h i c h a w e l l has t h e r e t o f o r e been c o m p l e t e d or u p o n w h i c h o p e r a t i o n s f o r d r i l l i n g have ( h e r e t o f o r e been c o m m e n c e d . P r o d u c t i o n , d r i l l i n g or re­
w o r k i n g o p e r a t i o n s o r a w e l l shu t in f o r w a n t o f a m a r k e t auv w h e r e o n a u n i t w h i c h i nc ludes al l or a pa r t o f th i s lease shall be t r ea t ed as i f i t were 
p r o d u c t i o n , d r i l l i n g or r e w o r k i n g o p e r a t i o n s or a w e l l s h u t i u f o r w a n t o f a m ai ke t u n d e r t h i s |e ase. I n l i eu o f the r o y a l l ies e lsewhere he re in speci­
f i e d , i n c l u d i n g shu t - i n gas r o y a l t i e s . Lessor shal l receive o n p r o d u c t i o n f r o m the u n i t so p o o l e d r i l V ; i ) t i e s o n l v o n the p o r t i o n o f su<di p r o d u c t i o n 
a l l o c a t e d l o t i n s lease; such a l l o c a t i o n shal l be t ha t p r o p o r t i o n o f the u n i t p r o d u c t i o n t h a t the t o t a l n u m b e r o f sur face acres covered b y th i s lease 
and i n c l u d e d i n the u n i t bears t o the t o t a l n u m b e r o f sur face acres in such u n i t . I n a d d i t i o n to the f o r e g o i n g . Lessee shall have the r i g h t to u n i t i z e , 
p o o l , o r c o m b i n e a l l o r anv p a r t o f the above d e s c r i b e d lands as to one or n u n r o f the f o r m a t i o n s t h e r e u n d e r w i t h o t h e r lands in the same general 
area b v e n t e r i n g i n t o a c o o p e r a t i v e nr u n i t p l a n o f d e v e l o p m e n t or o p e r a t i o n a p p r o v e d by anv g o v e r n m e n t a l a u t h o r i t y a n d , f r o m t i m e to t i m e , 
w i t h l i k e a p p r o v a l , to m o d i f y , change or t e r m i n a t e auv such p l a n or agreement a n d , in such even t , the t e r m s , c o n d i t i o n s and p r o v i s i o n s o f th i s 
lease shal l be d e e m e d m o d i f i e d t o c o n f o r m t o the t e r m s , c o n d i t i o n s , and p r o v i s i o n s o f such approved, c o o p e r a t i v e o r u n i t p l a n o f d e v e l o p m e n t or 
o p e r a t i o n a n d , p a r t i c u l a r l y , a l l d r i l l i n g and d e v e l o p m e n t r e q u i r e m e n t s o f t h i s lease, express or i m p l i e d , shal l be sa t i s f ied bv c o m p l i a n c e w i t h tho 
d r i l l i n g a n d d e v e l o p m e n t r e q u i r e m e n t s o f such p l a n o r ag reemen t , a m i t h i s lease shal l n o t t e r m i n a t e or e x p i r e d u r i n g the l i f e o f such p l a n or agree­
m e n t . I n the event t h a t said above d e s c r i b e d lands o r any par t t h e r e o f , shall h e r e a f t e r be o p e t a l e d u n d e r any such c o o p e r a t i v e o r u n i t p l a n o f 
d e v e l o p m e n t r>r o p e r a t i o n w h e r e b y the p r o d u c t i o n t h e r e f r o m is a l l o c a t e d to d i f f e r e n t p o r t i o n s o f the land covered b y said p l a n , t h e n the p r o d u c ­
t i o n a l l o c a t e d to any p a r t i c u l a r t r ac t o f l and sha l l , f o r the pu rpose o f c o m p u t i n g the r o y a l t i e s t o be [taid h e r e u n d e r to Lessor , be regarded as hav ing 
been p r o d u c e d f r o m the p a r t i c u l a r t r ac t o f l and t o w h i c h it is a l l o c a t e d and n o t to anv o t h e r t r ac t o f l a n d ; nnd the r o y a l t y p a y m e n t s t o be made 
h e r e u n d e r t o Lessor sha l l he based u p o n p r o d u c t i o n o n l y as so a l l o c a t e d . Lessor M,aH f o r m a l l y express Lessor ' s consen t t o any c o o p e r a t i v e or u n i t 
p l a n o f d e v e l o p m e n t o r o p e r a t i o n a d o p t e d by Lessee and a p p r o v e d bv any g o v e r n m e n t a l agency b y e x e c u t i n g the same u p o n request o f Lessee. 

1 ' i . A l l express o r i m p l i e d c o v e n a n t s o f th i s lease shal l be subjec t to al l F e d e r a l a n d Sta te L a w s , K x e c u t i v e O r d e r s . H ules or It egu l a t i ons , and 
th i s lease shal l n o t be t e r m i n a t e d , in w h o l e o r in p a r t , n o r Lesser he ld l i ab le in damages , f o r f a i l u r e to c o m p l y t h e r e w i t h , i f c o m p l i a n c e is p r e v e n t e d 
b y , or i f such f a i Iu rc is t he rcsu 11 o f , anv such La w , O r d e r . II u Ic or II egi da t to n . 

I - 1 . Lessor he reby w a r r a n t s and agrees to d e f e n d the l i t ! . - to the lands he re in d e s e i i h e d , and agrees t h a t the Lessee shall have the r i gh t at auv 
t i m e to r edeem f o r Lessor, bv p a v m e n l , anv mor tgages , taxes or o t h e r l iens on (he above desc r ibed lands , in the event o f d e f a u l t o f pavm<-n( by 
Lessor a m i he s u b r o g a t e d l o the r i g h t s o f the h o l d e r t h e r e o f , and the unde t -igiv d Lessors., f»u themselves and the i r h e i i s . sueeessots and assigns, 
he reby s u r t e n d e r and release a l l r i gh t o f d o w e r a n d h o m e s t e a d in the premises desc r ibed h e r e i n , i n s o f a r as said r i g h t o f d o w e r and h o m e s t e a d may 
in an> wav a f f e c t the pu rposes f o r w h i c h t h i s lease is m a d e , a*: r e c i t e d h e r e i n . 

1 f>. S h o u l d any one o r m o r e o f lhe par t ies h e r e i n a b o v e n a m e d as Lessor f a i l to e x e c u t e (his lease, i t shall never theless be b i n d i n g u p o n al l 
such pa r t i e s w h o d o e x e c u t e i t as Lessor . T h e w o r d " L e s s o r , " as used in th i s lease, shall m e a n anv one o r m o r e o r a l l o f the par t ies w h o e x e c u t e 
th i s lease as Lessor . A l l the p r o v i s i o n s o f t h i s lease shal l be b i n d i n g o n the hei rs , successors and assigns o f Lessor and Lessee. 

I N W I T N E S S W ' H K F I K O F , t h i s i n s t r u m e n t is e x e c u t e d as o f the da te f i r s t above w r i t t e n . 

Edward S. Gal 1 egos , J r . 



Nl A l 1' Ol I'I i, ..! ; 1 I ] Oklahoma, Kansas, .Not Mitico, W tominc'.. Molilalia, Colorado, I lah, 
I ,- j ss. Nebraska, Norlh Dakola, Soiilli Dakota 

l O l ' N I Y O I j . j )•[ 1 ; , j Al KNOW 1 I I)(iMl.N I — IN 1)1 \ 11)1 A1. 

HI 1 ()R I ' M f i , I he mulei signed. a Noiai \ Public, in and Ioi said Comm and Stale, on ihis . _ . \.__J V 

clay til" v j ; i . '- < . , 1 ' ' , personalis appeal ed 

. lo me know n lo he lhe iilenlieal person , described in and who cxcculcil 

I he tt ii hin and I'mcpoiiij: instalment of u tiling and acknowledged lo inc that, i 1 -_i • • ,dul> executed I lie same as } l L . l i L '.-. „ free 
and volnnlaiy ael and deed lor the uses and purposes iheiein sel forlh. I 

IN WITNESS WHEREOF, I have hereunto sel my hand nnd affixed my notarial seal the Aayjand year jasi above -written.. 

My Commission Expires . . . . . . . . . . . .... *.JLI i l . ' J . ' i d i *» 
Noiary Public. 

S1AIEOF 1 Oklahoma, Kansas, New Mexico, \\ > oinin<>, Monlana, Colorado, Ulah, 
Us. Nebraska, Norlli Dakota, South Dakota 

COUNTY OF J Al KNOW 1IDGMIN I — INI)I\ IDtJAl. 

HEI ORE; ME, the undersigned, a Noiary Public, in and for said County and State, on this 

day of . , 19.. _ , personally appeared 

and. 

, lo me known to be lhe iilenlieal person ., described in and who cxculed 

(he wii bin and I'oiei'.oini'. insluuneiH of wiitinti and acknow (edged lo me I hat duly executed I lie same as. free 
and toluntars ael and deed foi lhe uses and purposes iherein '-el forlh. 

IN W ITNESS WHEREOF, I hate herennlo sel my hand and affixed my notarial seal lhe day and year last above written. 

My Commission Expires . . . . . . . . . . . . . . . . ..... 
Notary Public. 

STATE OF 1 Al KNOW I.i:i)l,.Mi:.N I (Kor use bt Corporation) 

COUNTY OF .... . .. _.. j 

On ihis ..day of _ _.. 

'hL-r !l A 
.13. 19 , before mc personally 

appealed .. . . . . ... •"•'•tD u l , i ...cJUHl V , lo me personally known, who, being by 
me cl ci lx suoin, clicUay.lhai he is lhe _ i % L / v / - . ^ ^ ' ^ ^ h p T L 

' , .. • A T rO'CLOCK 7 - 1 1 ^ 
Bonk | / c ^ s ^ ~ a l u k ' ' w ' ' ' , e s c i V •$S1>S^ lo^sajd instrument is lhe corporate seal of said corporalion 

and lhaj ,^aid. jtfiVruinent tt^s signed and scaled in beha s"aid corporation liv authority of ils Board ol" Directors, and said 
in L l , ^ N. , > - j i -J ̂ isAjiQw Ii'd^KljiJici instrument io be the free act and deed of said corporalion. 

' V S * 
Wii^e^niy handvwid seal ihis \i . . j ^ y - j j j g . . ^ l a ^ f . V D . 19 

{ S V X l )

 1 \VA H*-W,.-M£Xi^> 5 I , Noiary Public. 

M\ C onimission expires . ... A I \ V_J 
Deputy A 



Jerome P. McHugh & Associates 
Operating Affilliatc: Nassau Resources, Inc. 
650 South Cherry, Suite 1 225 
Denver, Colorado 80222 
(303) 321-2111 FAX (303) 321-1563 

July 5, 1989 

CERTIFIED - Return Receipt Requested 

Mr. Edward S. Gallegos, J r . 
6468 West Arbor Drive 
Littleton, Colorado 80123 

Mr. Joe E. Martinez, J r . 
P. 0. Box 1303 
Pagosa Springs, Colorado 81147 

Mr. Demetrio Martinez 
c/o Joe E. Martinez, J r . 
P. 0. Box 1303 
Pagosa Springs, Colorado 81147 

Gentlemen: 

During a telephone conversation with Elizabeth Troxell 
today, I realized that the letter dated June 29, 1989 that you 
received was not complete. I sincerely apologize for this 
error. 

Enclosed please find the letter in complete format. 

Again, I apologize for this error and hope that i t did not 
cause you any inconvenience. 

Very truly yours, 

Randi E. Collins 

enclosure 
BEFORE EXA^-^R STOGNER 

OilConssp^ui Division 

ExhiKl Ho, I 

Case No. 97/7 





Jerome P. McHugh & Associates 
Operating Affilliatc: Nassau Resources, Inc. 
650 South Cherry, Suite 1225 
Denver, Colorado 80222 
(303) 321-21 11 FAX (303) 321-1563 

June 29, 1989 

CERTIFIED - Return Receipt Requested 

Mr. Edward S. Gallegos, Jr. 
6468 West Arbor Drive 
L i t t l e t o n , Colorado 80123 

Mr. Joe E. Martinez, Jr. 
P. 0. Box 1303 
Pagosa Springs, Colorado 81147 

Mr. Demetrio Martinez 
c/o Joe E. Martinez, Jr. 
P. 0. Box 1303 
Pagosa Springs, Colorado 81147 

Gentlemen: 

Jerome P. McHugh, through i t s operating e n t i t y Nassau 
Resources, Inc., plans to d r i l l an approximate 4100' Fruitland 
Coal t e s t i n the SW/4NE/4 of Section 15-T32N-R4W by mid-August. 
The proposed d r i l l i n g / s p a c i n g unit for the well is the E/2 of 
Section 15. 

The county records indicate that each of you own 6 net 
mineral acres, more or less, i n the following lands: 

As you can see from the attached map, the above described 
acreage f a l l s w i t h i n our proposed d r i l l i n g u n i t . 

We are hereby proposing that you consider one of the two 
following a l t e r n a t i v e s : 

1. Enclosed are three (3) o r i g i n a l O i l and Gas Lease 
instruments covering your in t e r e s t i n the E/2NE/4, 
NE/4SE/4 of Section 15-T32N-R4W. Also enclosed 
i s our d r a f t i n the amount of $174.00, being 
$25/net mineral acre for your 6 mineral acres 
( t o t a l $150) plus four years of delay rentals 
( t o t a l $24). Our lease provides for a f i v e (5) 
year term and a l/ 8 t h royalty, i n conjunction 
with said lease, enclosed are six (6) R a t i f i c a t i o n 
and Joinder instruments for our Carracas Canyon 
Unit th a t need to be executed as well as our 

Township 32 North, Range 4 West 
Section 15: E/2NE/4, NE/4SE/4 



Ms. Edward S. Gallegos, Jr 
June 29, 1989 
Page Two 

et a l 

-0R-

2. Enclosed are two o r i g i n a l Authority for Expenditure 
(AFE) instruments No. A52202. In the event you elect 
not to lease with us, you may elect to j o i n as a paying 
and p a r t i c i p a t i n g working i n t e r e s t owner in our w e l l . 
Based on your 6 net acres i n the d r i l l i n g u n i t , you 
may j o i n f o r 1.875% (6 acres 320 acres) of the 
d r i l l i n g and completion costs, being ?7,706.25. I f 
t h i s i s your e l e c t i o n , please execute and date one 
copy of the AFE instrument returning i t to my 
a t t e n t i o n , at which time I w i l l forward the remaining 
documentation for your p a r t i c i p a t i o n . 

We request that you respond i n w r i t i n g to th i s proposal by 
July 15, 1989. Failure to do so w i l l leave us no alternative but 
to request that t h i s w e l l be put on the August 9, 1989 docket of 
the New Mexico O i l Conservation Commission for a forced pooling 
action. 

Feel free to c a l l me at (303) 321-2111 should you have any 
questions. 

Very t r u l y yours, 

Randi E. Collins 
for Kent C. Craig 

KCC/rc 

enclosures 
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RATIFICATION AND JOINDER OF UNIT AGREEMENT 
AND 

UNIT OPERATING AGREEMENT 

In consideration of the execution of the Unit Agreement for 
the Development and Operation of the Carracas Canyon Unit 
Area, County of Rio Arriba , State of New Mexico, dated 

January 27, 1987 , i n form approved on behalf of the 
Secretary of the I n t e r i o r , and i n consideration of the execution 
or r a t i f i c a t i o n by o t h e r w o r k i n g i n t e r e s t owners of the 
contemporary Unit Operating Agreement which relates to said Unit 
Agreement, the undersigned hereby expressly r a t i f i e s , approves 
and adopts s a i d Unit Agreement and also said Unit Operating 
Agreement as f u l l y though the undersigned had executed the 
o r i g i n a l instrument. 

This R a t i f i c a t i o n and Joinder s h a l l be e f f e c t i v e as to the 
undersigned's i n t e r e s t s i n any lands and leases, or i n t e r e s t s 
t h e r e i n , and r o y a l t i e s presently held or which may arise under 
e x i s t i n g o p t i o n agreements or other i n t e r e s t s i n u n i t i z e d 
substances, covering any lands w i t h i n the un i t area i n which the 
undersigned may be found to have an o i l or gas i n t e r e s t . 

This R a t i f i c a t i o n and Joinder s h a l l be binding upon the 
undersigned, i t s h e i r s , devisees, assigns or successors i n 
in t e r e s t . 

EXECUTED t h i s day of , 19 . 

Joe E. Martinez, Jr. 

Address: 

STATE OF ) 
) SS. 

COUNTY OF ) 

On t h i s day of , 19 , before me personally 
appeared Joe E. Martinez, J r . , to me known to be 
the person who executed the foregoing instrument and acknowledged 
that he executed the same as his free act and deed. 

IN WITNESS WHEREOF, I hereunto set my hand and o f f i c i a l 
seal. 

Notary Public 

My commission expires: 
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OIL AM) GAS LEASH 
A G R K K . M K N T , M a d e and e n t e r e d i n t o the 2 9 t h ( ] a v ( ) f J l l f i e 19 ^ 9 ^ b y . ( n d b ( . t , , . ( . ( , M 

Joe E. Mart inez, J r . 

whoso pos t o f f . r e address is P ._ 0 . B O X 1 3 0 3 , P a g O S a S p r i n g s , C 0 _ h , . r . -m . . fu - r r a i l e d l e s s o r ( u h ' f J l > ' - r « n r o r m o r o a - w l 

Kindermac Partners, a Colorado ccn s r h p r r v ct Cn-itp 1225, Denver, CO 80222 
-| , I • w h o s e p o s t o f f i e o a d d r e - s 1 , ^ 2 ^ U t l K I I ^ J 1 • , Q U I I K h e r e i p a f t o r e a l l e d t ess 

general partnership , n d 

W I T N K S . S K T H . T h i l l the Lessor, f o r and in c o n s i d e r a t i o n n f _ , 5 M . a , , u l l i U r > 1 ) M L I \ R S 
cash in h a n d p a i d , the rece ip t o f u l i i c l i is J i c i f l i v ; i ' ' k n i n r | t 7 ] | : i ' ' l 1 . u i d f l i c covenan t s and . i p T f i i i f i i Is J i n r i n . i l i n e< >n 1.1 in . -d, has g r a n t e d , ( iem i'.ed. 
leased and le t , and bv these presents does g r a n t , demise , lease .un i 1. 1 f \ i l . i s i u ' h u n t u the said Lesser, t h r Kind h n V H I . I 1 U T d e s c r i b e d , vv i t h the 
exc lus ive r i g h t f o r the p u rpose n f m i n i n g , e x p l o r i n g b v ^ e n p l i v s i c a l .md o t h e r m e t h o d s , and npera.h.e. f«> r and p m d u c i n g t h e r e f m m • > i 1 and al l gas n l 
whatsnev er na tu r e o r k h i d , w i l h r i g h t s n f wav and easement s f n r l.-.vuis: pi]"" ' l ines , . rid crec t in n n f st m e t u res t he r m n t n p r o d u ce, sa\ r and t .t k r rare 
of said p r o d u c t s , al l tha t e e r l a i n t r a d <>f l and s i tua ted in the O u i n t v • T . R j O A P r j b 6 . 

st.ue „f New Mexico . ,,,.,,,,,„,, , ls ,,,„,„,.. „,.w.it: 

Township 32 North, Range 4 West 
Section 15: E/2NE/4, NE/4SE/4 
Section 10: Lots 6(28.37), 7(28.26), 

8(28.28) 
Section 14: NW/4SW/4 

and c o n t a i n i n g 2 4 4 . 9 1 acres, m o r e or less. j - - j 
1. I t is agreed tha t th i s lease shal l r e m a i n i n f o r c e f o r a t e r m n f X ' X ' / V ' " " I r " ' n t h i s da te and as Ions; t h e r e a f t e r as o i l or gas o f whatsoever 

na tu r e o r k i n d is p roduced , f r o m said leased premises o r o n acre.,t;r p o o l e d t h--rr w 11 h . o r Midline, o p e r a t i o n s are i n n ! i n u t v | .is h r reina f t er p m v u l n ] . 
I f , at the e x p i r a t i o n o f the p r i m a r v t e r m o f t h i s lease, n i l o r gas is no t he in.;; p m d u o d nn the l-su-ed p i e m i s e S o r o n acreage p o n i e d (h.-rew i t h h u ! 
Lessee is t h e n engaged in d r i l l i n g or r e - w o r k i n g t i p e r a t i o n s t h e r e o n , t h r u th i s i-.r shall c o n t i n u e in f o r c e so Inns; as o p e r a t i o n s are b r i n g e o n i u i u -
o u s l v p r o s e c u t e d o n the leased p remises or o n acreage p o o l e d t h e r e w i t h : and n p r r a l i n n s sha!! be cons ide red t o h r c o n t i n u o u s l y p r o s e c u t e d i f not 
m o r e t h a n n i n e l v (<)()) davs shal l elapse b e t w e e n the c o m p l e t i o n or aba ndt > n m e n ! o f one w e l l .md ( h r b e g i n n i n g o f o p e r a t i o n s f o r the d r i l l i n g n f a 
subsequen t w e l l . I f a f t e r d i s cove ry o f o i l o r gas n n said land n r n n ac>-ea<,e p n o l e d the i ew i t h . the p r o d u c t i o n t h e r e o f shou ld cease f r o m anv cause 
af (er the p r i m a r y f r e m , th i s lease shal l n o t (cr t i l l na t e i f Lessee r o rn m en • - . ( ld < U r j .•.: > > i d r >!! i r u. o > r<- -\>. < - i I ; ing (> p.* ra f in ns \c j ! i n n i n i i t ' l i < '.HU davs (1 n m 
date o f cessat ion o f p r o d u c t i o n n r f r o m da te o f c o m p l e t i o n o f drv h o l e . I f o d ..1 g is shall be d i scovered and p r o d u c e d as a resul t o f such opera­
t i o n s at or a f t e r the e x p i r a t i o n o f the p r i m a r v t e r m of th is lease, t h i s !< ;s, .h.d! c o n t i n u e in bu-ee long as n d or gas is p r o d u c e d f r o m the le.r-cd 
premises o r o n acreage p o o l e d t h e r e w i t h . 

2. T h i s is a P A I D - T P L F A S K . I n c o n s i d e r a t i o n n f the do v. „ <• ,sh pav m e n t . Lessor , ! ; i , v s | .-ss.-r shall not be o b l i g a t e d . c \ r e p t as n(h.-r-
\v i sr prnv i d r d I i e r e jn , | t i c o m m e n c e or c o n t i n u e anv o p e r a t i o n s <111 vmi'. ' h i ' pi • m.: > \ I ' 1 i n . I ,<• ••-•.<•>• I M . H at anv Mine n - t i n 1 e s 1111 i i n g or a l t e r t h r p i j -
n ia rv t r i m su r rende r Ih i s lease as (n a l l n r anv p m I 1011 ot s i i d hue I .md a-- anv s ' . i . i t . i nr •.' 1 a t o m b v d- liv rune , to | ,rs-.,.r 01 bv I'm t r , . , , t l a 
I ' d r a s r o r r e l e a s e s , a n d b e r e l i e v e d n f a l l o b l i t - a l i n n t h e r e . i i ' t e l a c c r u i n g .ts 1.1 t h e .u t e a ; ' e s t i u r t l d r n d . 

. ' i . I n c o n s i d e r a t i o n n f the p i e m i s c s the said Lessee covenan t s a n d .lerees; 
1st. T o de l i ve r to the c r e d i t o f Lessor, f ree n f cus t . in the p ipe l ine t n w h i c h Lessee mav <-<mnert weds o n said l a n d , the e q u a l n n e - e i d i t h 

( 1 / H ) part o f al l n i l p r o d u c e r ! and saved f r o m the le.is. d premises . 
2 n d . ' I ' D pav Lessor o n e - e i g h t h (1 H) o f the gross p roceeds . M C I ) ve.tr. p.: v able qua! ! . - i } : . f o j ' the gas f r o m each w e l l w h e r e gas n n | \ is 

f o u n d , w h i l e the same is be ing used o f f the premises , and if used m '.he m a n u f a e t u i e n f c..is d ine a r o v a l t v n r tme-e i id i (h ( 1 • 81 . pa \ able 
m o n t h l y at the p r e v a i l i n g m a r k e t rate f o r gas. 

. ' i rd . T o pav Lessor f o r c-.as p r o d u c e d f r o m anv n i l w e l l .md v~->'<\ o f f r ! n p r e m i s . s 0} in the m a n u f a e t u i e o f e.as,din,- . ,r anv o t h e r p r o d u c t 
a r o v a l t v o f u n e - e i g h t h { 1 ,'K) o f the p roceeds , a l the m - m i l , n|" t.h- w .-!!. p n. dde i v . n i u l i b at ' l i e prev a i l i ng m a r k e t ra te . 
•L Where gas f r o m a w e l l capable o l p r o d u c i n g gas is n-<t -,,dd o* u ^ , | . !.essre m.tv pav nr tender as r o v a l t v (n the r o v a l t v o w n e i s ( i n , -

D o l l a r per year per net rov a i t y acre r e t a i n e d h e r e u n d e r , su ch p a v m e n t or t end- r i<> be marie <>n or he f o r e the a m m n s.u v da te o f th i s lease n e \ ( 
ensu ing a f t e r the e x p i r a t i o n o f 9 0 davs f r o m Ihe da te such w e l l is shut i n and t l n u r . t f t r r o n or b e f o r e the a m m r r s a r v date o f (his lease d u r i n g the 
p e r i o d such w e l l is shut i n . I f such p a y m e n t or t e n d e r is m a d e , it w i l l be cons ide red t ha t gas is b e n m p r o d u c e d w i t h i n the m e a n i n g o f th i s lease. 

f) . I f said Lessor o w n s a less in te res t i n the above desc r ibed l and t h a n the en t i r e and u n d i v i d e d fee s imp le estate i h e r e m . t h e n the r o y a l t i e s 
( i n c l u d i n g any s h u t - i n gas r o v a l t v ) h e r e i n p r o v i d e d f o r shal l be p a i d the Lessor n n h in the p r o p o r t i o n w h i c h Lessor 's interest bears t o the u ho le 
and u n d i v i d e d fee . 

f L Lessee shal l have the r i g h t to use. f ree o f cos t . gas. o i ! and w i t e r p r o d u c e d o n s.dd land f o r Lessee's o p e r a t i o n t h e r e o n , excep t wa te r f r o m 
t l i e wel l s o f Lessor . 

7. W h e n reques ted bv Lessor, Lessee shall b u r y Lessee's p ipe l ine b e l o w pl> \ d e p t h . 
8. N o w e l l shal l be d r i l l e d nearer t h a n 2 0 0 feet to the house or h a m now . m -.ad premises w i t h o u t w r i t t e n consent o f Lessor. 
IL Lessee shal l pay f o r damages caused b y Lessee's o p e r a t i o n s t n '.:v> • w : :n . c m p s <m s.dd '• nu 1. 

10 . Lessee shal l have the r i g h t at any t i m e t o r e m o v e a!! m a c h i n e r y and t i v t u r e s p laced on said premises , i n c l u d i n g the r i g h t t o draw and 
r e m o v e cas ing. 

1 1. The r i gh t s o f Lessor and Lessee h e r e u n d e r m a y be assigned in w h o l e or p a r t . N o change i n o w n e r s h i p o f Lessor 's in teres t (by assignment 
or o t h e r w i s e ) shal l be b i n d i n g o n Lessee u n t i l Lessee has been f u r n i s h e d w i t h n o t i c e , cons i s t i ng o f c e r t i f i e d copies o f al l r e c o r d e d i n s t r u m e n t s or 
d o c u m e n t s a n d o l h e r i n f o r m a t i o n necessary to es tabl i sh a c o m p l e t e c h a i n o f r e c o r d t i t l e f m m Lessor, and t h e n o n l y w i t h respect t o p a y m e n t s 
t h e r e a f t e r m a d e . N o o t h e r k i n d o f n o t i c e , w h e t h e r a c t u a l o r c o n s t r u e ? h e . shall be b i n d i m : o n Lesser. \ n present o r f u t u r e d i v i s i o n o f Lessor 's 
o w n e r s h i p as to d i f f e r e n t p o r t i o n s o r parce ls o f said l and shall opera te to enlarge the o b l i g a t i o n s or d i m i n i s h t l i e r i gh t s o f Lessee, and al l Lessee's 
o p e r a t i o n s m a v be c o n d u c t e d w i t h n u t regard to auv sui h d i v i s i o n . I f al l o r a n v par t o f 1 h ] s l r a se is a ssti- ned . 110 leaseh o ld n w ner sh a II be l i ab le I n r 
anv .u l n r o m i s s i o n o f auv o l h e r leasehold o w n e r . 

I 2 . I a-ssee, at l i s o p t i o n , is h< 1 e b v r w e u t h e 1 i i - . h l a n d p o w n at . m v ' u n e . m i l 1 m m t i m e t o I n n - as a l e c i i i i m e t i e . M , e i t h e r b e t m e 01 a i l e ) 

p r o d u c t t o n , as [ o a l l o r a n v p a l t o l t h e l a n d d e s e n b e d 11 .0 111 .11111 a . t .» .11: v n M r . . . n u n ,- n | t h e I < u 111 a I 1 .> n 11. • 1 . • 1 u 1. h u . I , . p . d . »1 111111 l - e I h e 1 --a se 

b o l d . ' s t a i r a n d I h e 111 Ul r l a 1 . ' s l a t e c o v e l e d bv I I l l s !e.r-e U l i b o i l i e r l a n d . It • r . e n t ! r a s m t h e 1111 l l I e d 1.11 e \ I e 111 i t V t o l t h e p i o d U c t 1 o 11 o l n i l a 1111 i ' a s . 

nc s e p a r a t e l y f o r t h e p r o d u c t i o n o f e i t h e r , w h e n i n L e s s e e ' s j u d g m e n t i t is n r e e s s . t r v o r a d v i s a b le t o d o so . m d i n t s p e c t iv e n f w h e 1 h e i a u t h . u 11 v 

s i m i l a r t o t h i s exis t s w i t h respect t o such o t h e r l a u d , lease nr leases. L i k e w i s e , u n i t s p i v v i n u s l v f o r m e d t n i n c l u d e f o r m a l i o n s no t p r o d u c i n g <n| or 
gas. m a y be r e f o r m e d f o e x c l u d e such n o n - p r o d u c i n g f o r m a t i o n s . The f o r m i n g o r r e f o r m i n g o f anv u n i t shall he a c c o m p l i s h e d bv Lessee e x e c u t i n g 
a n d f i l i n g o f r e c o r d a d e c l a r a t i o n o f such u n i t i z a t i o n o r r e f o r m a t i o n , w h i c h d e c l a r a t i o n shal l descr ibe the u n i t . A n v u n i t mav i n c l u d e land u p o n 
w h i c h a w e l l has t h e r e t o f o r e been c o m p l e t e d o r u p o n w h i c h o p e r a t i o n s f o r d r i l h r u . have t h e r e t o f o r e been e n i n n i i ' i n ^ - d . P r o d u c t i o n , d r i l l i m : o r re­
w o r k i n g o p e r a t i o n s o r a w e l l shu t i n f o r w a n t o f a m a r k e t anv where o n a u n i t w h i c h i nc ludes a l l nr a pa r t u f th i s lease shall he t r ea ted as i f it were 
p r o d u c l i o n , d r i l l i n g or r e w o r k i n g o p e r a t i o n s or a we l t shut i n f o r w a n t o f a m a r k e t u n d e r th i s least-. I n l ieu n f t l i e r u v a l t i c s e lsewhere he re in speci­
f i e d , i n c l u d i n g s h u t - i n gas r o y a l t i e s . Lessor shal l receive o n p r o d u c t i o n f m m the u n i t so p o o l e d r o y a l t i e s o n l v o n the p o r t i o n o f such p r o d u c t i o n 
a l l o c a t e d t o t h i s lease; such a l l o c a t i o n shal l be t ha t p r o p o r t i o n o f the u n i t p r o d u c t i o n t h a i the t o t a l n u m b e r o f surface acres covered b v th i s lease 
and i n c l u d e d i n the u n i t bears to the t o t a l n u m b e r o f sur face acres in such u n i t . I n a d d i t i o n t o the f o r e g o i n g . Lessee shall have the r i g h t to u n n i / e , 
p o o I , o r ct) m b i n e a l l or any p a r t o f the above d e s c r i b e d l and s as to one or m o r e o f the to r mat inns t h e r e u n d e r w i l h o t h e r lands in the >a me genera! 
area b v e n t e r i n g i n t o a c o o p e r a t i v e or u n i t p l a n o f d e v e l o p m e n t or o p e r a t i o n a p p r o v e d b y anv g o v e r n m e n t a l a u t h o r i t y a n d . f r o m t i m e to t i m e , 
w i t h l i k e app rova l* to m o d i f y , change or t e r m i n a t e auv such p l a n or agreement a n d . i n such even t , t l ie t e rms , c o n d i t i o n s and p r o v i s i o n s o f l i t i s 
lease shal l be d e e m e d m o d i f i e d t o c o n f o r m t o the t e r m s , c o n d i t i o n s , and p r o v i s i o n s o f such a p p r o v e d c o o p e r a t i v e ur u n i t p l an o f d e v e l o p m e n t or 
o p e r a t i o n a n d , p a r t i c u l a r l y , a l l d r i l l i n g and d e v e l o p m e n t r e q u i r e m e n t s o f t h i s lease, express or i m p l i e d , shall he sa t i s f i ed bv c o m p l i a n c e w i t h the 
d r i l l i n g and d e v e l o p m e n t r e q u i r e m e n t s o f such p l a n o r ag reemen t , and th i s lease shal l n o t t e r m i n a t e or e x p j r r d u r i n g the l i f e o f such p lan o r agree­
m e n t . I n the even t t h a t said above d e s c r i b e d l ands o r anv par t t h e r e o f , shall h e r e a f t e r be o p e r a t e d u n d e r any such c o o p e r a t i v e o r u n i t p l an o f 
d e v e l o p m e n t or o p e r a t i o n w h e r e b v the p r o d u c t i o n t h e r e f r o m is a l l o c a t e d to d i f f e r e n t p o r t i o n s o f the land covered b v said [ d a n , t h e n the p r o d u c ­
t i o n a l l o c a t e d to auv p a r t i c u l a r t r a c t o f l and sha l l , f o r the p u r p o s e o f c o m p u t i n g the r o y a l t i e s to be p a i d h e r e u n d e r to Lessor, be regarded .is hav ing 
been p r o d u c e d f r o m the p a r t i c u l a r t r a d o f l and t o w h i c h it is a l l o c a t e d and n o t to any o t h e r t r a d o f l a n d : and the r o v a l t v p a y m e n t s to be made 
h e r e u n d e r to Lessor sha l l be based u p o n p r o d u c t i o n o n l y as so a l l o c a t e d . Lessor shal l f o r m a l l y express Lessor 's consent to auv c o o p e r a t i v e or u n i t 
p l a n o f d e v e l o p m e n t or o p e r a t i o n a d o p t e d bv Lessee a n d a p p r o v e d b \ anv g o v e r n m e n t a l as'.enev b v execut ing , the same u p o n request o f Lessee. 

I . ' ! . A l l express o r i m p l i e d c o v e n a n t s o f th i s lease shal l be subjec t to a l l F e d e r a l and St .de L a w s . Fx ecu l ive Orde r s , It u les or R e g u l a t i o n s , and 
th i s lease shal l n o l be t e r m i n a t e d , in w h o l e or i n p a r i , n o r Lessee h e l d l i ab le in damages, f o r f a i l u r e to e o m p h t h e r e w i t h , i f c o m p l i a n c e is p r even ted 
b y , o r if such f a i l u r e is the result o f , anv such L a w , O r d e r , R u l e or R e g u l a t i o n . 

1 - 1 . L e s s o r h e r e b y w a i r a n t s a n d a g r e e s t o d e f e n d t h e l i t l e t o t h t 1 m d s h e r e i n d c e r i b e d . a n d a : ' f e e s t h a i ( l i e L e s s e e s h a l l h a v e ( h e l i c . h t a l anv 

f ( l i l e ( o r e d e e m l o r L e s s . >r. l l V ( fav m e n ! , . I I I V I I I o ( f g . l t ' i " , , t a x e s o i o f h e i I f - M s o i l t h e . t b o w ( | . - . , - | d i e d l a n d s . Ul t h e f t f l H o l ( l e l a u l f o f p . M f M . T l f bv 

Lessor and h r subme.a led to the r i gh t s o l (In- h o l d e r t he i c o l , and the uud> i sij-.nrd I r w n s, |<.r t h r n m - h es and ! h r it heirs , successors and a '-MIM is, 
here h v su r rende r and rele.ise a l l r igh t o f d o w e r and In m i .s t r a d tn the p i e n t i d< scr ibed h e r e i n , i n v n l . i r as said i ir.ht o l d o w e r and bonies t eat 1 mav 
in anv wav a f f e d the purposes f o r w h i c h Ih i s lease is m . i d e , as n - e i i c d h e n m 

15. S h o u l d anv one o r m o r e o f the p a r l i e s hei e inahnv r n a m e d as Less, tr ! .t d to execu te (his lease, it shah nev e r I h e Ic ss he b i n d i n g u p i . i i al l 
such pa r t i e s w h o d o execu te i l as Lessor . T h e w o r d " L e s s o r , " as used in th i s lease, shall mean anv one or m o r e or a l l o f the pa r l i e s w h o execu te 
th is lease as Lessor . A l l the p r o v i s i o n s o f I h i s lease shal l be b indiue , o n the he i r s , successors and . i ^ i j ' . i i ' - o | Lessnr and Lessee. 

I N W 1 T N FSS W I I K R F O F , t h i s i n s t r u m e n t is e x e c u t e d as o i the date tns t above w r i t P m . 

Joe E. Martinez, Jr. 



NASSAU RESOURCES, INC. - AUTHORITY FOR EXPENDITURE 

DATE: £7 JUNE 1989 
LSE NAME: CARRACAS CANYON UNIT 
LOCATION: SW NE SEC 15, T3£N R04W 
OPERATOR: NASSAU RESOURCES, INC. 

AFE NO. : 
WELL NO. 
COUNTY: 
STATE: 

A5££0£ 
15 B-7 
RIO ARRIBA 
NEW MEX. 

DESCRIPTION: 4100' FRUITLAND COAL TEST 
: + = + = + = 4-= + = + = + = + = + - + - + = + - + = + = 4= + = 4= + = + = 4- = 4 = 4- = + = 4- = 4- = • — + = + 4- = 4- = 4- = 4- = + = 

ACCOUNTING EXPENDITURE TANGIBLE INTANGIBLE LEASEHOLD 
CODE DESCRIPTION COST COST COSTS 

0--60105 TITLE COSTS XXXXXXXXX XXXXXXXXX £, 000 
0--60£0£ LEGAL COSTS/SURFACE DAMAGES XXXXXXXXX £, 000 XXXXXXXXX 
A--60203 SURVEYOR/ARCHEOLOGI ST/ROADS/LOCATION XXXXXXXXX £0, 000 XXXXXXXXX 
A--60£04 CONTRACT DRILLING XXXXXXXXX 55,000 XXXXXXXXX 
A--G0£05 MUD/CHEMICALS/ADDIT IVES XXXXXXXXX 10,000 XXXXXXXXX 
A--60£0& WATER/PURCHASE/TRANSPORTAT ION XXXXXXXXX INCL XXXXXXXXX 
A--60£07 OPEN HOLE LOGGING XXXXXXXXX 8, 500 XXXXXXXXX 
A--60208 MUD LOGGING XXXXXXXXX 1, 000 XXXXXXXXX 
A--&0£09 DST/FORMATION TESTING XXXXXXXXX 1, 000 XXXXXXXXX 
A -60210 CORING/CORE ANALYSIS XXXXXXXXX 1, 000 XXXXXXXXX 
0--60£11 TRUCKING/HAULING/CATWORK XXXXXXXXX 1, 000 XXXXXXXXX 
O--60£1£ CEMENTING SERVICES XXXXXXXXX INCL XXXXXXXXX 
0--60S13 RENTAL TOOLS AND EQUIPMENT XXXXXXXXX 1 , 000 XXXXXXXXX 
0--60214 PROF SERVICES AND EXPENSES XXXXXXXXX £, 000 XXXXXXXXX 
A--60215 SUPERVISION/OVERHEAD XXXXXXXXX 5, 000 XXXXXXXXX 
0--60£1& CONTRACT SERVICES/SUPPLIES XXXXXXXXX 1, 500 XXXXXXXXX 
A--60£17 PLUG/ABANDON/CLEANUP XXXXXXXXX 0 XXXXXXXXX 
A--60£18 MISCELLANEOUS/CONTINGENCIES XXXXXXXXX 3, 000 XXXXXXXXX 
A--60302 CASING, SURFACE fc/OR CONDUCTOR INCL XXXXXXXXX XXXXXXXXX 
A--60303 CASING, INTERMEDIATE 0 XXXXXXXXX XXXXXXXXX 
A--60304 FLOAT EQUIPMENT & CENTRALIZERS INCL XXXXXXXXX XXXXXXXXX 
A--60305 CASING HEAD/ DRILLING FLANGE 0 XXXXXXXXX XXXXXXXXX 
-60306 NQN-CONTROLLABLE EQUIPMENT 0 XXXXXXXXX XXXXXXXXX 

DRY HOLE COST: TOTAL $114,000 < < < 0 11£,000 2, 000 

A-60£31 CEMENTING SERVICES 
A-60£3£ COMPLETION UNIT/POWER SW IVEL/PUMP/PITS 
A-60233 PERFORATING AND CASED HOLE LOGGING 
A-60£34 FORMATION TREATING/FRAC/ACID 
A-60£35 RENTAL TOOLS &• EQUIPMENT 
A-60£36 DIRT WORK/CONSTRUCT I ON 
A~60£37 CONTRACT SERVICES/SUPPLIES 
A-60£38 SUPERVISION/OVERHEAD 
0-60239 PROFESSIONAL SERVICES & EXPENSES 
A-60240 MISCELLANEOUS/CONTINGENCIES 
A-60331 CASING, PRODUCTION &/0R LINER 
0-60332 FLOAT EQUIPMENT & CENTRALIZERS 
0-60333 TUBING/PACKER/SPECIAL SUBSURFACE EQUIP 
0-60334 RODS/PUMP/OUXILLORY EQUIP 
O--60335 TUBING HEOD/CHRISTMOS TREE 
0-60336 PUMPING UNIT/PRIME MOVER/COMPRESSOR 
0-60337 TANKS/STOIRWAY/WALKWAY 
0-60338 SEPOROTOR/TREOTOR/PRODUCTION UNIT 
0-60339 PIPELINE/POWERLINE 
0-60340 VALVES/FITTINGS/LINE PIPE 
0-6034.1 NON-CONTROLLOBLE EQUIP/MISC EQUIP 
0-60342 TRUCKING/HOULING/TRONSPORTOTION 

XXXXXXXXX 
XXXXXXXXX 
XXXXXXXXX 
XXXXXXXXX 
XXXXXXXXX 
XXXXXXXXX 
XXXXXXXXX 
XXXXXXXXX 
XXXXXXXXX 
XXXXXXXXX 

£5, 000 
0 

9, 000 
6, 000 
7, 000 

£0, 000 
£0,000 
£0, 000 
80,000 
£, 000 

500 
1, 500 

10,000 
15,000 
3, 500 

55, 000 
£, 000 

500 
10,000 
4, 000 
1 , 000 
5, 000 

XXXXXXXXX 
XXXXXXXXX 
XXXXXXXXX 
XXXXXXXXX 
XXXXXXXXX 
XXXXXXXXX 
XXXXXXXXX 
XXXXXXXXX 
XXXXXXXXX 
XXXXXXXXX 
XXXXXXXXX 
XXXXXXXXX 

XXXXXXXXX 
XXXXXXXXX 
XXXXXXXXX 
XXXXXXXXX 
XXXXXXXXX 
XXXXXXXXX 
XXXXXXXXX 
XXXXXXXXX 
XXXXXXXXX 
XXXXXXXXX 
XXXXXXXXX 
XXXXXXXXX 
XXXXXXXXX 
XXXXXXXXX 
XXXXXXXXX 
XXXXXXXXX 
XXXXXXXXX 
XXXXXXXXX 
XXXXXXXXX 
XXXXXXXXX 
XXXXXXXXX 
XXXXXXXXX 

COMPLETION COSTS: TOTOL $297,000 < < < 191,000 

191,000 

106,000 

£18,000 

0 

2, 000 TOTOL WELL COSTS: $411,000 <<< 
= 4=4=4- = 4- = + = 4 = + = 4- = 4- = + = 4- = + ̂  

WORKING INTEREST PORTNER APPROVALS: 

Joe E. M a r t i n e z , J r . 1.875'.y-

BY DOTE: 
TITLE 
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McHUGH OPPROVOLS: 
LAND ENGR. ACCT. PRES. FIELD 

OPPR. BY: 
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COLLECT DIRECTLYTHROIICiH L'nitc-j V.wV 
p. o. BOX j i < ^ : 
Aurora, CO CL' 

£ I 
< 9 
Q & Thirty (30) 
Jr*5 "5 

r;'!cl:i noha-1 Square 

DATE_ ) u r n 

Days After Sight and Subject to Approval of Title 

o-j " Pay to the 
| I? nrH r̂nf Denetric Marti ner % 17a.03 

H o. Ona Hundred Seventy-Four nnd N0/100-
^ r -

D -5 

[DOLLARS 
With Exchange 

° £ rnn.iHpratinnfnr Oil fi Gas Leas*, 5 year, jsici-jp 
To:Jeroiiie P. McHugh & Associates 

650 S. Cherry St., Suite 1225 
Denver, Colorado 80222 Randi E. Lot}ins 

Description: DETACH BEFORE PRESENTING FOR PAYMENT 
County t\l° ''"<''•"' 
State_. • ; ^ 1 C 0 

GrossAcres ^ 
Sec. 15: F/2NE/4, NE/4 SE/4 Net Acres r± 

OFFICE COPY 



NASSAU RESOURCES, INC. - AUTHORITY FOR EXPENDITURE 

DATE: £7 JUNE 1989 
LSE NAME: CARRACAS CANYON UNIT 
LOCATION: SW NE SEC 15, T3£N R04W 
OPERATOR: NASSAU RESOURCES, INC. 
DESCRIPTION: 4100' FRUITLAND COAL TEST 
+=+=+=+=+=+=+=+=+=+=+=+=+=+=+=+=+=+=+=+=+= 
ACCOUNTING EXPENDITURE 

CODE DESCRIPTION 

AFE NO.: 
WELL NO. 
COUNTY: 
STATE: 

A5££0£ 
15 B-7 
RIO ARRIBA 
NEW MEX. 

+ = + = + = + = + = + = + = + = + = + = + = + = + =l + = + = + = += + = + = 
TANGIBLE INTANGIBLE LEASEHOLD 
COST COST COSTS 

A-60105 TITLE COSTS XXXXXXXXX XXXXXXXXX 2, 000 
A-•60£0£ LEGAL COSTS/SURFACE DAMAGES XXXXXXXXX 2, 000 XXXXXXXXX 
A-£0£03 SURVEYOR/ARCHEOLOGIST/ROADS/LOCATION XXXXXXXXX 20,000 XXXXXXXXX 
A-•60204 CONTRACT DRILLING XXXXXXXXX 55,000 XXXXXXXXX 
A-•60205 MUD/CHEMICALS/ODDITIVES XXXXXXXXX 10,000 XXXXXXXXX 
A-•60206 WATER/PURCHASE/TRANSPORTATION XXXXXXXXX INCL XXXXXXXXX 
A-•60207 OPEN HDLE LOGGING XXXXXXXXX 8, 500 XXXXXXXXX 
A-•60208 MUD LOGGING XXXXXXXXX 1, 000 XXXXXXXXX 
A-•60209 DST/FORMATION TESTING XXXXXXXXX 1,000 XXXXXXXXX 
A-•60210 CORING/CORE ANALYSIS XXXXXXXXX 1, 000 XXXXXXXXX 
A-•60211 TRUCKING/HAULING/CATWORK XXXXXXXXX 1, 000 XXXXXXXXX 
A-•60212 CEMENTING SERVICES XXXXXXXXX INCL XXXXXXXXX 
A-•60213 RENTAL TOOLS AND EQUIPMENT XXXXXXXXX 1, 000 XXXXXXXXX 
A-60£14 PROF SERVICES AND EXPENSES XXXXXXXXX 2, 000 XXXXXXXXX 
A-•60215 SUPERVISION/OVERHEAD XXXXXXXXX 5, 000 XXXXXXXXX 
A-•60216 CONTRACT SERVICES/SUPPLIES XXXXXXXXX 1, 500 XXXXXXXXX 
A-•60217 PLUG/ABANDON/CLEANUP XXXXXXXXX 0 XXXXXXXXX 
A-•60218 MISCELLANEOUS/CONTINGENCIES XXXXXXXXX 3, 000 XXXXXXXXX 
A-•60302 CASING, SURFACE &/OR CONDUCTOR INCL XXXXXXXXX XXXXXXXXX 
A-•60303 CASING, INTERMEDIATE 0 XXXXXXXXX XXXXXXXXX 
A-•60304 FLOAT EQUIPMENT & CENTRALIZERS INCL XXXXXXXXX XXXXXXXXX 
A-•603O5 CASING HEAD/ DRILLING FLANGE 0 XXXXXXXXX XXXXXXXXX 
A-•60306 NON-CONTROLLABLE EQUIPMENT 0 XXXXXXXXX XXXXXXXXX 

DRY HOLE COST: TOTAL $114,000 < < < 0 112,000 2, 000 

A-60231 CEMENTING SERVICES 
A-60232 COMPLETION UNIT/POWER SWIVEL/PUMP/PITS 
A-60233 PERFORATING AND CASED HOLE LOGGING 
A-60234 FORMATION TREATING/FRAC/ACID 
A-60235 RENTAL TOOLS & EQUIPMENT 
A-60236 DIRT WORK/CONSTRUCTION 
A-60237 CONTRACT SERVICES/SUPPLIES 
A-60238 SUPERVISION/OVERHEAD 
A-60239 PROFESSIONAL SERVICES & EXPENSES 
A-60240 MISCELLANEOUS/CONTINGENCIES 
A-60331 CASING, PRODUCTION K/OR LINER 
A-6033£ FLOAT EQUIPMENT & CENTRALIZERS 
A-60333 TUBING/PACKER/SPECIAL SUBSURFACE EQUIP 
A-60334 RODS/PUMP/AUXILLARY EQUIP 
A-60335 TUBING HEAD/CHRISTMAS TREE 
A-60336 PUMPING UNIT/PRIME MOVER/COMPRESSOR 
A-60337 TANKS/STAIRWAY/WOLKWAY 
A-6033B SEPARATOR/TREATOR/PRODUCTION UNIT 
A-60339 PIPELINE/POWERLINE 
A-60340 VALVES/FITTINGS/LINE PIPE 
A-60341 NON-CONTROLLABLE EQUIP/MISC EQUIP 
A-60342 TRUCKING/HAULING/TRANSPORTATION 

XXXXXXXXX 
XXXXXXXXX 
XXXXXXXXX 
XXXXXXXXX 
XXXXXXXXX 
XXXXXXXXX 
XXXXXXXXX 
XXXXXXXXX 
XXXXXXXXX 
XXXXXXXXX 

£5,000 
0 

9, 000 
6, 000 
7, 000 

£0, 000 
20, 000 
£0,000 
80,000 
2, 000 

500 
1, 500 

10,000 
15,000 
3, 500 

55,000 
2, 000 

500 
10,000 
4, 000 
1, 000 
5, 000 

XXXXXXXXX 
XXXXXXXXX 
XXXXXXXXX 
XXXXXXXXX 
XXXXXXXXX 
XXXXXXXXX 
XXXXXXXXX 
XXXXXXXXX 
XXXXXXXXX 
XXXXXXXXX 
XXXXXXXXX 
XXXXXXXXX 

COMPLETION COSTS: TOTAL $£97,000 < ( ( 191,000 106,000 

XXXXXXXXX 
XXXXXXXXX 
XXXXXXXXX 
XXXXXXXXX 
XXXXXXXXX 
XXXXXXXXX 
XXXXXXXXX 
XXXXXXXXX 
XXXXXXXXX 
XXXXXXXXX 
XXXXXXXXX 
XXXXXXXXX 
XXXXXXXXX 
XXXXXXXXX 
XXXXXXXXX 
XXXXXXXXX 
XXXXXXXXX 
XXXXXXXXX 
XXXXXXXXX 
XXXXXXXXX 
XXXXXXXXX 
XXXXXXXXX 

0 

TOTAL WELL COSTS: $411,000 
==+=+=+=+=+=+=+=+=+=+=+=+=+=+==+=+=+=+=+=+ 
WORKING INTEREST PARTNER APPROVALS: 

<<< 191,000 218,000 2,000 
= + = + = + = + = + = + = + = + =+ = + = + = + = + = + =:+= + = 

Demetrio Martinez 1.875% 

BY : DATE: 
TITLE 

=5 + = + == + = + = + = + = + = + = +== + = + = + = += + = + = 
McHUGH APPROVALS: 

LAND ENGR. ACCT. PRES. FIELD 
APPR. BY: 



RATIFICATION AND JOINDER OF UNIT AGREEMENT 
AND 

UNIT OPERATING AGREEMENT 

In consideration of the execution of the Unit Agreement for 
the Development and Operation of the Carracas Canyon Unit 
Area, County of Rio Arriba , State of New Mexico, dated 

January 27, 1987 , i n form approved on behalf of the 
Secretary of the I n t e r i o r , and i n consideration of the execution 
or r a t i f i c a t i o n by o t h e r w o r k i n g i n t e r e s t owners of the 
contemporary Unit Operating Agreement which relates to said Unit 
Agreement, the undersigned hereby expressly r a t i f i e s , approves 
and adopts said Unit Agreement and also said Unit Operating 
Agreement as f u l l y though the undersigned had executed the 
o r i g i n a l instrument. 

This R a t i f i c a t i o n and Joinder s h a l l be e f f e c t i v e as to the 
undersigned's i n t e r e s t s i n any lands and leases, or i n t e r e s t s 
t h e r e i n , and r o y a l t i e s presently held or which may arise under 
e x i s t i n g o p t i o n agreements or other i n t e r e s t s i n u n i t i z e d 
substances, covering any lands w i t h i n the unit area i n which the 
undersigned may be found to have an o i l or gas i n t e r e s t . 

This R a t i f i c a t i o n and Joinder s h a l l be binding upon the 
undersigned, i t s h e i r s , devisees, assigns or successors i n 
in t e r e s t . 

EXECUTED t h i s day of , 19 . 

Demetrio Martinez 

Address: 

STATE OF ) 
) ss. 

COUNTY OF ) 

On t h i s day of , 19 , before me personally 
appeared Demetrio Martinez , to me known to be the 
person who executed the foregoing instrument and acknowledged 
that he executed the same as his free act and deed. 

IN WITNESS WHEREOF, I hereunto set my hand and o f f i c i a l 
seal. 

Notary Public 

My commission expires: 



PRODUCERS 88-PAID UP 
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OIL AND GAS LEASE 

AGREEMENT, Made and entered in to t h e . 

Demetrio Martinez 
29th day of_ June 19 89 by and between 

c/o Joe t . Martinez, Jr. 
wb.ose. post office-address is _P 

Kmaermac 
CO 0..Box 1303, Pagosa Springs 

Partners, a Colorado P7n s r h p r r v St 
general partnership. who«Po«toHice»dd,e.,is03u ^. inerrj, 

81147 
_ , hereinafter called Lessor (whether one or more) and 

Suite l ^ . t o e r 
Ten and more WITNESSETH, That the Lessor, for and in consideration of 

cash in hand paid, the receipt of which is hereby acknowledged, and the covenants and agreements hereinafter c 
leased and let, and by these presents does grant, demise, lease and let exclusively unto the said Lessee, the land h 

DOLLARS 
ntained. has granted, demised. 

reinafter described, with the 
exclusive right for the purpose of mining, exploring by geophysical and other methods, and operating for and producing therefrom oi l and all gas of 
whatsoever nature or k ind , wi th rights of way and easements for laying pipe lines, and erection of structures thereon to produce, save and take care 
of said products, all that certain tract of land situated in the County of , 

State o f _ New Mexico , described as fol lows, to-wit : 

Township 32 North, Range 4 West 
Section 15: E/2NE/4, NE/4SE/4 
Section 10: Lots 6(28.37), 7(28.26), 

8(28.28) 
Section 14: NW/4SW/4 

and containing c.lrLf • J 1 acres, more or less. y "j VQ 
1. I t is agreed that this lease shall remain in force for a term of X 'X 'A 1 ' - 1 1 ' 8 l r o 1 1 1 this date and as long thereafter as oil or gas of whatsoever 

nature or k ind is produced f r o m said leased premises or on acreage pooled therewith, or dri l l ing operations are continued as hereinafter provided. 
I f , at the expiration of the primary term of this lease, o i l or gas is not being produced on the leased premises or on acreage pooled therewith but 
Lessee is then engaged in dr i l l ing or re-working operations thereon, then this lease shall continue in force so long as operations are being continu­
ously prosecuted on the leased premises or on acreage pooled therewith; and operations shall be considered to be continuously prosecuted if not 
more than ninety (90) days shall elapse between the completion or abandonment of one well and tbe beginning of operations for the drilling of a 
subsequent well , i f after discovery of o i l or gas on said land or on acreage pooled therewith, the production thereof should cease f r o m any cause 
after the primary term, this lease shall not terminate i f Lessee commences additional dril l ing or re-working operations wi th in ninety (90) days f rom 
date of cessation of production or f r o m date of completion of dry hole. If oi l or gas shall be discovered and produced as a result of such opera­
tions at or after the expiration of the primary term of this lease, this lease shall continue in force so long as o i l or gas is produced f r o m the leased 
premises or on acreage pooled therewith. 

2. This is a PAID-UP LKASK. ln consideration of the down cash payment. Lessor agrees that Lessee shall not be obligated, except as other­
wise provided herein, to commence or continue any operations during the primary term. Lessee may at any time or times during or after the pri­
mary term surrender this lease as to all or any por t ion of said land and as to any strata or stratum by delivering to Lessor or by f i l ing for record a 
release or releases, and be relieved of all obligation thereafter accruing as to the acreage surrendered. 

3. In consideration of the premises the said Lessee covenants and agrees: 
1st. To deliver to the credit of Lessor, free of cost, in the pipe line to which Lessee may connect wells on said land, the equal one-eighth 

(1/8) part of ail oi l produced and saved f r o m the leased premises. 
2nd. To pay Lessor one-eighth (1/8) of the gross proceeds each year, payable quarterly, for the gas f rom each well where gas only is 

found, while the same is being used o f f the premises, and if used in the manufacture of gasoline a royalty of one-eighth (1/8) , payable 
monthly at the prevailing market rate for gas. 

3rd. To pay Lessor for gas produced f r o m any o i l well and used o f f the premises or in the manufacture of gasoline or any other product 
a royalty of one-eighth (1/8) of the proceeds, at the mouth of the well, payable monthlv at the prevailing market rate. 
4. Where gas f r o m a well capable of producing gas is not sold or used. Lessee may pay or tender as royalty to the royalty owners One 

Dollar per year per net royalty acre retained hereunder, such payment or tender to be made on or before the anniversary date of this lease next 
ensuing after the expiration of 90 days f r o m the date such well is shut in and thereafter on or before the anniversary date of this lease during the 
period such well is shut in . If such payment or tender is made, it w i l l be considered that gas is being produced wi th in tho meaning of this lease. 

5. If said Lessor owns a less interest in the above described land than the entire and undivided fee simple estate therein, then the royalties 
(including any shut-in gas roya l ty ) herein provided for shall be paid the Lessor only in the proport ion which Lessor's interest bears to the whole 
and undivided fee. 

6. Lessee shall have the right to use, free of cost, gas. o i l and water produced on said land for Lessee's operation thereon, except water f rom 
the wells of Lessor. 

7. When requested by Lessor, Lessee shall bury Lessee's pipe line below plow depth. 
8. No well shall be dril led nearer than 200 feet to the house or barn now on said premises wi thout wri t ten consent of Lessor. 
9. Lessee shall pay for damages caused by Lessee's operations to growing crops on said land. 

10. Lessee shall have the right at any time to remove all machinery and fixtures placed on said premises, including the right to draw and 
remove casing. 

11 . The rights of Lessor and Lessee hereunder may be assigned in whole or part. No change in ownership of Lessor's interest (by assignment 
or otherwise) shall be binding on Lessee un t i l Lessee has been furnished wi th notice, consisting of certified copies of all recorded instruments or 
documents and other in format ion necessary to establish a complete chain of record title f rom Lessor, and then only wi th respect to payments 
thereafter made. No other k ind of notice, whether actual or constructive, shall be binding on Lessee. No present or future division of Lessor's 
ownership as to d i f ferent portions or parcels of said land shall operate to enlarge the obligations or diminish the rights of Lessee, and all Lessee's 
operations may be conducted wi thou t regard to any such division. If all or any part of this lease is assigned, no leasehold owner shall be liable for 
any act or omission of any other leasehold owner. 

12. Lessee, at its op t ion , is hereby given the right and power at any time and f rom time to time as a recurring right, cither before or after 
product ion, as to all or any part of the land described herein and as to anv one or more of the formations hereunder, to pool or unitize the lease­
hold estate and the mineral estate covered by this lease wi th other land, lease or leases in the immediate vicinity for the production of oil and gas, 
or separately for the production of either, when in Lessee's judgment it is necessary or advisable to do so, and irrespective of whether authority 
similar to this exists wi th respect to such other land, lease or leases. Likewise, units previously formed to include formations not producing oil or 
gas, may be reformed to exclude such non-producing formations. The forming or reforming of any unit shall be accomplished by Lessee executing 
and f i l ing of record a declaration of such unit izat ion or reformation, which declaration shall describe the unit . Any unit may include land upon 
which a well has theretofore been completed or upon which operations for dri l l ing have theretofore been commenced. Production, dril l ing or re­
working operations or a well shut in for want of a market anywhere on a unit which includes all or a part of this lease shall be treated as if i t were 
product ion, dri l l ing or reworking operations or a well shut in for want of a market under this lease. In lieu of the royalties elsewhere herein speci­
f ied , including shut-in gas royalties. Lessor shall receive on production f rom the unit so pooled royalties only on the port ion of such production 
allocated to this lease; such allocation shall be that propor t ion of the unit product ion that the total number of surface acres covered by this lease 
and included in the unit bears to the total number of surface acres in such uni t . In addition to the foregoing. Lessee shall have the right to unitize, 
pool , or combine all or any part of the above described lands as to one or more of the formations thereunder wi th other lands in the same general 
area by entering into a cooperative or unit plan of development or operation approved by any governmental authority and, f rom time to time, 
wi th like approval, to m o d i f y , change or terminate any such plan or agreement and, in such event, the terms, conditions and provisions of this 
lease shall be deemed modif ied to conform to the terms, conditions, and provisions of such approved cooperative or unit plan of development or 
operation and, particularly, all dr i l l ing and development requirements of this lease, express or implied, shall be satisfied bv compliance wi th the 
dri l l ing and development requirements of such plan or agreement, and this lease shall not terminate or expire during the life of such plan or agree­
ment. I n the event that said above described lands or any part thereof, shall hereafter be operated under any such cooperative or unit plan of 
development or operation whereby the product ion therefrom is allocated to dif ferent portions of the land covered by said plan, then the produc­
t ion allocated to any particular tract of land shall, for the purpose of computing the royalties to be paid hereunder to Lessor, be regarded as having 
been produced f r o m the particular tract of land to which it is allocated and not to any other tract of land; and the royalty payments to be made 
hereunder to Lessor shall be based upon product ion only as so allocated. Lessor shall formal ly express Lessor's consent to any cooperative or unit 
plan of development or operation adopted by Lessee and approved by any governmental agency by executing the same upon request of Lessee. 

13. A l l express or implied covenants of this lease shall be subject to all Federal and State Laws, Executive Orders, Rules or Regulations, and 
this lease shall not be terminated, in whole or in part, nor Lessee held liable in damages, fo r failure to comply therewith, if compliance is prevented 
by, or if such failure is the result of , any such Law, Order, Rule or Regulation. 

14. Lessor hereby warrants and agrees to defend the title to the lands herein described, and agrees that the Lessee shall have the right at anv 
time to redeem for Lessor, by payment, any mortgages, tux*-* or other liens on the nbove described lands. In the event of default of payment by 
Lessor and be subrogated to the rights of the holder thereof, and the undersigned Lessors, for themselves and their heirs, successors and assigns, 
hereby surrender and release all r ight of dower and homestead in the premises described herein, insofar as said right of dower and homestead may 
in any way affect the purposes fo r which this lease is made, as recited herein. 

1 f i . Should any one or more of the parties hereinabove named as Lessor fail to execute this lease, it shall nevertheless be binding upon all 
such parties who do execute i t as Lessor. The word "Lessor." as used in this lease, shall mean anv one or more or all of the parties who execute 
this lease as Lessor. A l l the provisions of this lease shall be binding on the heirs, successors and assigns of Lessor and Lessee. 

IN WITNKSS WIIKUKOF, this instrument is executed as of the date first above wr i t ten . 

Demetrio Martinez 



£ SENDER: Complete items 1 and 2 when additional services are desired, and complete items 3 and 4. 

Put yourai*dress in the "RETURN TO" space on the reverse side. Failure to do this will prevent this 
car^Tombeing returned to vou. The return receipt fee will provide vou the name of the person 
delivered to arid the date of delivery. For additional fees the following services are available. Consult 
postmaster for fees and check boxles) for additional service(s) requested. 

1. • Show to whom delivered, date, and addressee's addressi 2. • Restricted Delivery. 

3. Article Addressed to : ; 

Demetrio Martinez-r 
c/o Joe E. Martinez, Jr . 
P. 0. Box 1303 * • 
Pagosa Springs, CO 81147 

4. Article Number 

P 841883214 
Type of Service: 
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^Certified 
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agent and DATE DELIVERED. 
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X 
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