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MR. NUTTER: 'Me'll call next Case

Numbsr 7224,
MR, PADILLA: Application of § & I 0il

Company foxr compulseory pooling, San Juan County, Mew Mexico.
(Witness sworn.)

E. V. ISBELL
being called@ as a witness and béing duly sworn upon his oath,

testified as follows, to-wit:

DIRECT EXAMINATION

BY MR. XKELLAHIN:

Q. Mr. Isbell, would you please state your
name and occupation?

A I'm E. V., Isbell, Farmington, New
Mexico. I own Central Mobile Home Sales.

0. Mr. Isbell, what is your relationship
swiith S & I 0il Company?

A I'm a partner in S & I 0il,

0 Have you previousidy testified before
the 0il Conservation Division, Mr. Isbell?

A No,ri haven't.

Q Would you describe briefly for the
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Exanriner what'your experience has been in the oil and gas in-
dustry in northwestern New Mexico? |

A, I moved there in 1956 with the llalli-
burton Company and was employed there for sixteen»years.

Q And what did you do for Halliburton
Company? |

A I was a combination operator, cementing, .

testing,'fracturing.

Q. Do you own interest in and operate other
wells in the San Juan Basin?

A: Yes, we do. Ve have five of them.

0 And what are your proposed drilling
activities wiﬁh regards to this compulsory pooling case?

A Well, it's just a 40-acre tract;we in-
tend to drillla Gallup well in that 40 acres.

0 All right, sir. Do you hold any type

rof:professional degree in engineering or geology?

A : No, I don't.
Q: You're a practical oil and gas operator,
then, are you not, Mr. Isbell?
MR. KELLAHIN: We tender Mr. Ishell as
a practical oil and gas operator.
MR. NUTTER: Mr. Isbell is so qualified.

Q Mr. Isbell, I'd like to direct your
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attention. fixst of all, tc your efforts to obtain leasing
arrangements or other kind of contractual commitments from the
awnership interests in this 40+-acre tract.

If vou'll first of all describe for me
what percentage, or how many acres you now have under control
in that 40-acre tract.

A | “Okay, there's six rayalty owners in this,-
all brothers and sistefs., It was part of an estate and we

have 32 acres signed up.

Q. Is the entire 40-acre tract a fee tract?
A Yes.,
0 Fee interest? AaAnd the entire 40+-acre

tract is divided among six family members, is it?

A, Yes.

0 2nd you have four of the family%members
commited under lease tc the proposed_weil?

A Yes, I do.

Q vhat is the shortest expiration date
you have for any of those leases, Mr. Ishell?

A Well, we've got a six month lease from
Wil;iam Davie, which is the primary leaseholder. He has
20 acres out of that, and his dated from January 23rd, so we
have six montha from January 23rd to drill on that.

MR. NUTTER: Now, let me, let's back up
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. 2 | just a minute, Mr. Isbell.
' 3 It's a 40--acre tract.
4 A Yes, sir.
‘.ff | 5 MR. NUTTER: And there are six royalty
?‘* 6 -| owvners that own the royalty under this 40 acres.
e :
: 7 A Right,
8 B MR. NUTTER: It's undivided.
i 9 A No, it isn't.
10 MR. KELLAHIN: They are fee owners.
11 C A Yeah.
12 MR, NUTTER: ©Oh, they're fee owners?
| ) — 13 MR. KELLAHIN: Yes, sif, this is fee
‘ 14 | acreage and the 40-~acre tract is divided =~
1§ MR. NUTTER: Into all these various
16 | tracts.
17 A Right.
'13 MR. XKELIAHIN: Right.
19 MR. NUTTFR: Okay, I thought it was
?ﬁA ; o : 20 undivided among the -+
‘ 21 | A Okay.
22‘ MR. NUTTER: -- royalty owners, Okay.
23 | But you do have 32 acres --
- 24 A 32 acres signed.
: MR. NUTTER: You do have leases on them.
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A Yes, I do,
MR. RUTTER: That is committed now,
| A It's committed now-
0. Let's go t:hrough those qguickly, Mr.
Isbell. 7T have marked as FXhibit Number One your proposed

lease form with Iona Brimhall. Hase that lease been executed?

A ' We gave it to her but she wouldn't sign
it,

Q Iona Brimhall is 'éné of the parties to
be pooled?

A vas, she is,

Q 511 right, we'll talk about her again

in a minute, then.
tet's turn to the sgecond proposed lease.

That's Maxine Hattemer,

A She was given he’r lease but she wouldn't
sign it, either.

Q- All right, she is the other individual
to be pooled?

A Richt. |

0 Now, EXhibits Three, Four, Five, and
Six represent executed leases by' the other family members?

A That's correct.

o © Okay. Would you describe for me what
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Exhibits Seven and Eight are, Mr. Ishell?

A That's -~ I called Mrs. Brimhall on the
13th and asked her if she was going to reconsider signing
this thing. She said she wouldn't sign the lease, so I asked
her if she would sign the letter stating why she wouldn't
S;Qn it. She said she Wwould. |

So I had my secretary type this thing
up, took it out to her, and my partner and I gave it tQ her
last Thursday, aand she said that's exactly what happened and
I still won't'éign it.

0. Let's backtrack a little bit. When
were your firsﬁ contacte with Mrs. Brimhall and Mrs. Hattemer
concerning their interest in this unit?

A It was last September at the settlement

of their ~- the Davie estate. This was done in an estate,

this 40 acres was, and when they finished it, Iona Brimhall
broﬁght all her brothers and sisters td my office and we
negotiated this lease.

0. At that time did she give you any indi-
cation that she and HMaxine would be willing to sign a lease
for you?

A Yes, they were all in agreement, except
Bill Davie. He wanted a six month lease instead of the one

year lease.
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Q And you went ahead and leased with Mr.
bavie?

A, I leased with Mr, Davie,

0. And with the other three, also?

A Yes, sir.

Q And subsequently Ms., Brimhall and Ms.
Hattermer refused to execute the leases?

A That's correct.

0. What, if any, efforts subsequent to that

initial meeting have you made to have them execute leases or
otherwise join or participate in the well?

A, Wall, I've leased ., Iona Brimhall's 490

‘acres which is directly west of this 40 acres, and I drilled

a well on it two months ago. And this lease 1is exactly 1like

the one that I leased her property with.

Q- What were the reasons she gave you for
hot being willing to execute a lease for -you for this acreage?

A It's a family scuabble. Her and Bill
Davie, which are brothers and sisters, well, they really hate
each other. She won't sign anything that Bill Davie's name
is on.

MR. NUTTER: Well, l've got to back up

again.

M Okay.
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MR, NUTTER: I thought it was an undividexd
interest awhile ago because it's family members. Are they the
heirs to someone ?

A Right, uh-huh,

MR, NUTTER: And then when these
brothers and sisters inheritéd it, instead of having an
undivided interest, they went ahead and physically divided

it and'éach took -

A They divided it up.
MR. NUTTER: -~ a tract here and a tract
there,
A That's correct.
MR. NUTTER: So it became an undiﬁided
bunéu cf blots,

A, That's what it amounted to; 3.89 acres.
MR, NUTTER: That was a standard division
and then one 6f the brothers there, he got *~-
A Oone of the brothers had already bought
16 acres from the estate.
MR, NUTTER: And he got his 3.89 acres
plus the 16 that he had already bought, is that correct?
A, | Yes, that's correct.

MR. NUTTER: So -~ okay, I'm clear now

A All right.
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2 0. Have you advised Ms. Brimhall and Ms,
3 | Hattermer of the economic consequences to them and their in-
4 | terest if they are compulsory pooled by the Division?
5 A Yes, I did, and they suggested that I
6 | go ahesd and pool them. They really didn't neéd the money,
7 | is what they .said.
8 0 _ Let's go to Fxhibit Number Hine, Mr.
9 | Isbell, and have vou identify the plat for me.
10 _ A All right. I got this off of Red ¥Walsh
‘11 theére in Farmington. Where this proposed wellvis,‘the Brimhall
li QSll is directly wes£ of that. |
~ 13 Q. Just south of the road?
14 A Yeah, uh huh.
15 ’ Q _ Is that a road?
16 A Right, uh-huh, that's highway 550.
17 | 1 also have drilled wells over here 'in the bottom of Section
18 | 11 and Section 12, southeast an& southwest of Section 11 and
19 | 12.
20 » 0. This is an anticipated Gallup oil well?
21 A Yes, sir.’ | | -
22 0. Would you identify for us in the area
23 | what other producdng or dry hole wells are completed or for
24 | wvhich cempletions have been attempted in the Gallup?
~ 25 A | The Brimhall in Section 11 is a dry hole

LN




drilled in 1961.

W w

In Section 12, the Faust (sic) Federal

4 was drilled by ¥l Paso Matural Gas in 1961. It was a dry

hole.
6 The Great Western in Section 11, that
7. wasn't a Gallup test there. That was a shallow test.
8 ' - The Donellia Well is Section 3, which

9 we offset with Brimhall's well is a producing well for nine

10 years. It averaged 9 barrels per day for nine years.

1 v Q Is it depleted now?
12 ' A. It had a casing collapse and they had
- 13

to abandon it.

4 Q Okay. Going to the northwest, are there

o any Gallup wells in that direction?

16 A Yes, there is, over in Section 33 and
AT ) 34, -
; 18 Q Would vou identify for us on the plat
19 'the>closest producing Gallup well? |
20 A It would be in Section 34.
21 Q The Mo, 2 Well in the --
2 A Right.
23 0 -- southeast of the southwest?
u A That's correct.
- 25 0 - Do you have a recommendation for the
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Examiner with regards to the risk involved in the drilling of
an economic well at this location?

A Well, we think it will be production,
you know, but tﬁere's always a chance it might not be. We're
prepared to ﬁake a chance; we-think we can make a wvell.

Q All right, sir., The Commission, by
statute, has a statutory maximum penalty to be imposed upon
non—cénsenting working interest owners of 200 percent risk
factor. That risk factor allows the opnerator to recover out
of production the proporiionate share of the non-consenting
party's cost, plus an additional 200 percent.

~a

In relation to that statutory maximum,

lhow\would you ~- what opinion do you have with regards to the

yisk of drilling a Gallup well?

A Oh, I take the maximum.

0 In your opinion is that a fair and
reasonable assessed risk factor for this well at this depth?

A Yes, I do.

Q All right, sir, let's go to Exhibit
Number Ten and have you identify that.

A That's an AFF we worked up on the last
well that we drilled up there.

Q. | This is the well to the immediate west

of this location?
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A Mo, sir, that's the last well we drilled
in Section 12, Thét was drilled in December and we were going
to drill this one the same depth so we estimated the cost
would just be a little bit higher, due to inflation.

MR. NUTTER: Is that the well that's

shown as a dry hole in théAsouthwest quarter of SeCtién 12?2

A No, sir, it's not. This is a new well
here,

MR, NUTTER: tWhere is the well that

Exhibit Ten refers to then?

A Okay, it's not marked on that map. It's

“in the southwest of the southwest of Section 12, in that

general area.

- MR. NUTTER: And is it a producing well?

A Yes, it is.

St

Q0 What kind of production rates do you

get from the well?

A This one here that we just drilled in

4

Section 12 is making about 30 bharrels a day.

MR, NUTTER: So this proposed location
that you've got here in the southwest of Two would be-
directly between yourknew well in Section 12 and the wells up

in Section 34, right on a line with them.

A That's what we plan on, yes, sir,

et gt
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MR, NUTTER: And you mentioned that the

one in 34 was the nearest well,actually it's no closer than
the one in Section 12, is it?

A About the same,

MR. NUTTER: Okay.

A Right,

0 Now, between thoée two producing wells,
Mr. Isbell, there are other dry holes in the Gallup formation.

A Yes, there is,

0 Ail right. Now, with regards to Exhibit
Number Ten, although this is the AFE from that well in Section
12, in your opinion will, subject to inflation from December
bf '80, would these represent reasonablé and fair'charges for-
the estimated cost of the well?

A Yeé, sir.

Q All right, sir, ZLet's turn to Exﬁibit
Number Eleven and have you identify that.

A This is -- one of the operators: of
the Bob-Blanche Well in éection 12 was Waltexr Kennedy, has
10 acrés in there that he participated with us, and we charge
him $350 a month,

| 0. The ovérhead chaxges on the -~
A The overhead charges, right.

. L Al . VAN R o mna e 40
¢ VIl CRe wurAao  auiioainive
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MR, KELLAHIN:
Oof Exhibitg One through Eleven,

MR, NUTTER

will pe admi tteq in evidence,
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CROSS EXAMINATION
BY MR. NUTTER:
0 Mr. Isbell, the application was for the

pooling of o0il ard gas underlying the 40-acre tract to drill

a well to test the formations underlying the tract, and it was

consequently advertised for pooling all mineral interests in
all formations underlying this.
This could be amended to all formations

down to and including the Gallup, I presume,.

A Yes, sir.

Q You don't intend to go below the Gallup?
A No, Gallup is ali we're interested in,

Q Okav. And S & I would be the sole

working interest owner in this well.
A fes, we would.
0 | With the exception of the poolees, they -
would be working interest owners.
MR. NUTTER:k Are there any further
questions of Mr. Isbell?
MR. KELLAHIN: No, sir.
0 Mr. Isbell, I've got one. How do you
spell your name?

A  I~S-B~E-L-L.

o Okay, no "A"?
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" 2 A7 No "a",
3 :4?' Okay.
4 fMR; NUTTER: Are there any further
S questions of Mr. Isbell? He may be excused.
6 .Do you have anything further, Mr. Kei-
7 lahin?
8 'MR. KELLAHIN: No, sir.
9 MR, NUTTER: Does ahyone have anything
10 they wish to offer in Case Number 72247
1 2We'll take the case under advisement,
12
D A 13  (Hearing concluded.)
4 '
15
16
17
18
19
f 20
21
22
23
24




Page 19

CERTIFICATE

2
3
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MR. NUTTER: 'We'll call next Case

Nunber 7224.

MR. PADILLA: Application of S & I 0il

Company for compulsory pooling, San Juan County, New Mexico.
(Witness sworn.)

E. V. ISBELL
being called as a witness and being duly sworn upon his oath,

testified as fol Hws, to-wit:

DIRECT EXAMINATION

BY MR. KELLAHIN:

0. Mr. Isbell, would you please state your
name and occupétion?

A I'm E. V. Isbell, Farmington,  New
Mexico. I own Central Mobile Home Sales. |

0 Mr. iébell, wha£ is your relationship
swith S & I 0il Company?

A I'm a partner in S & I 0Oil,

0. Have you previousidy testified before
the 0il Conservation Division, Mr., Isbell?

A No, I haven't,

0 Would you describe briefly for the

Q’I
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attention. first of all, to yéur efforts to obtain leasing
arrangements or other kind of contractual commitments from the

agwnership interests in this 40~acre tract.

If you'll first of all describe for me
what pexcentage, or how many acres you now have under control
in that 40~acre tract.

A Okay, there’s six rayalty owners in this,
all brothers and sisters. It was part of aﬁ estate and we

have 32 acres signed up.

0 Is the entire 40~acre tract a fee tract?
A Yes.
0 Fee interest? And the entire 40~acre

tract is divided among six family members, is it?
A, Yes.

0 And you have four of the fami;yjmémbers
commited under lease to the proposed well?

A Yes, I do.

Q What is the ishnortest expiration date
you have for any of tho= leases, Mr. Isbell?

A Well, we've got a six month lease from
William Davie, which is the primary leaseholder. He has
20 acres out of that, and his dated from January 23xd, so we
have six months from January 23rd to drill on that.

MR, NUTTER: Now, let me, let's back up
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just a minute, Mr. Isbeli.
Tt's a 40~acre tract.
A, Yes, éir.
MR. NUTTER: And there are six royalty
owners that own the royalty under this 40 acres,
A, : RigHt.- |
MR. NUTTER: It's undivided.
A No, it isn't,
MR. KELLAHIN: They are fee owners.,
A " Yeah.,
MR. NUTTER: Oh, they’ré fee owners?
MR. KELLAHIN: Yés, sir, this is fee
acreage and‘thé:40—ac:e tract is divided »-
“MR. ﬁUTTER: - Into all these various
tracts. |
'A’ Right.
" MR. KELLAHIN: Right .
MR. NUTTER: Okay, I thought it was
undivided among the ~—
v A ‘kdkay.
MR. NUTTER: -- royalty owners. Okay.
But you do have 32 acres --
A. : 32 acres signed.

MR. NUTTER: You do have ;easgsﬁpp_thgm;
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A Yes, I do.
MR. NUTTER: That is committed now.
A It's committed now.
V] Let's go through those quickly, Mr.
Isbell. I have marked as EXhibit Number One your‘proposed

lease form with Iona Brimhall, Has that lease been executed?

A We gave”it to her but she wouldn't sign
it.

o Iona Brimhall is one of the parties to
be pooled?
| A, Yes, she is.

o All right, we'll talk about her again

in a minﬁte, then.
Let's turn to the second proposed lease.

That's_Maxine»Hattemer.

A She was given herzlgase but she wouldn't
sign it, either.

Q All right, she is the other individual -
to be pooled?

A Right.

0. Now, EXhibits Three, Four, Five, and
Six represent executed leases by the other family'membersé

S That's correct.

o Okay. Would you describe for me what

- .__————M hilninam et l



) L 7 B

L BN - ]

Exhibits Seven and Eight are, Mr. Isbell?

A That's -- I called Mrs. Brimhall on the
13th and asked her if she was going to reconéider signing
this thing. She said She wouldn't sign the lease, so I asked
her if she would sign the letter stating why she wouldn't
sign it. She said she would.

~So 1 haa my secretary type this thing
up, took it out to her, and'my partner and I gave it to her
last Thursday, and she said that's exactly what happened and
I still won't sign it.

0. Let's backtrack a little bit, When
were your first contaéts ﬁith Mrs. Brimhall and Mrs., hattemer

concerning their interest in this unit?

A, It was last September at the settlement f

of their =~- the Davie estate. This was done in an estate,

. :this 40 acres was, and when they finished it, Iona Brimhall

brought all her brothers and sisters to my 6ffice and we
negotiated this lease.

Q. At that time did she give you any indi-
cation that she and Maxine would be willing to sign a lease
for you?

A Yes, they were all in agreement, except

Bill Davie. He wanted a six month leéase instead of the one

year lease.
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2 Anrd you went ahead‘:and 1eased with Mr.
3
4 A. 1 leased with Mr. pDavie.
> S 0. And with the other three, also?
6 | B. Yes, Sir-
7| 0. And subsequent-lijs. Brimhall and Ms.

o execute the 1eases?

8 | gattermer refused t

e A That's correct.
10 o what, if anys efforts subsequeht to that
made to have them execute leases O

11 | initial meeting have you
well?

12 | otherwise join or participate in the
Well, 1've l_eased “Iona Brimhall's 40

- 1 »,

| 14 | scyes which is airectly west ©

f this 40 acres, and 1 drilled

15 | a well on it two months ago: And this lease is exactly 1ike
16 | the one that 1 leased her property ‘with.
wrhat were the reasons she gave you for

17 o
18 | not being willing to execute a lease for ‘:iéu‘ for this acreage?
1t's a family squabble. Her and Bill

19 A

h are prothers 2 hate

20 | pavie, whic nd sisters, well, they really
21 | each other. ghe won't sign ahythfing*that gill pavie's name

2 is on.
ot to back up

mRe NUTTER: Well, 1've 9

24 | again.

N\
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MR. NUTTER: I thought it was an undividé
interest awhile ago because it's family members, Are they the
heirs to someone?

A Right, uh-huh.

MR. NUTTER: And then when these
brothers and sisters-inﬁéritéd it, instead of having én
undivided interest, they went ahead and physically divided
it and each took --

A They divided it up.

MR. NUTTER: -~ a tract here and a tract
there,

A That's correct.

MR. NUT%ER: So it became an undivided
bunch of blots.

A ' -Thét's what it amounted to; 3,89 acres. -

MR. NUTTER: That was a standard divisioi
and then one of the brothers there? he got ~-

A, One of the brothers‘had already bought
16 acres from the estate.
MR. NUTTER: And he got his 3.89 acres

plus the 16 that he had already bought, is that correct?

A

A Yes, that's correct.
MR. NUTTER: So -~ okay, I'm clear now:
A, All right,
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0. Have you advised Ms. Brimhall and Ms.
Hattermer cf the economic consequences to them and their in-~
terest if they are compulsory pooled by the Division?

. Yes, I did, and they suggested that I
go ahead and pool them. They reélly didn't need the money,
is what they .said.

0. Let's go to Exhibit Number Nine, Mr.
Isbell, and have you identify the plat for me.

A All right. I got this off of Red Walsh-
there in Férmington. Where this proposed well is, the Brimhall

well is directly west of that.

0. Just south of the road?
A, Yeah, uh huh.
0. Is that a road?

Right, uh-huh, that®’s highway 550.

o

I also have drilled wells over here in the bottom of Section

11 and Section 12, southeast and southwest of Section 11 and

12.
0 This is an anticipated Gallup oil well?
2. Yes, sir.
0 Would. you identify for us in the area

what other‘producing or dry hole wells are completed or for
which completions have been attempted in the Gallup?

A The Brimhall in Section 11 is a dry hole




—_—

drilleq in 1961,

 In Section 12,
was drilleg by E1 Paso Natura}

That wag a shalloy test,

The Donellg Well jisg Section 3
we offset with Brimhalj g well is 4 D
Years,

Q Is it depletegd now?
12 A, It hag a Casing collapse and they hag
13 to abandon it.
14 0} Okay. Going to the northwest, are there
1s any Gallup Wells in that direction?
i6 a Yes, thére 1S, over jip Section 33 and
17 | 34,
18 1] Would yoy 1dent1fy for us op the plat
19| e closest Producing Gallup welis
20 A, It would pe 1n Section 34
21 0 The No. 2 wey; iy the --
2 A Right,
a3 0] TT Southeast of the Southwest?
24 | A That'sg Correct,
25 )

Do you have a ra

SCOommendation fop the
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Examinef with regards to the risk involved in the drilling of
an economic well at this iocation?

A Well, we think it will be production,
you know, but thére's always a chance it might not be. We're
prepared to take a chance; we think we can make a well.

0 All right, sir. The Commission, by
staﬁﬁté, has a statutory maximum penalty to be imposed apon
non~consenting working interest owners of 200 percent risk
factor. That risk factor allows the operator to recover out
of production the proportionate share of the non—consenting
party's cost, plus an additional 200 percent.

In relation to that statutory maxinum,
how would you ~~ what opinion do you have with regards to the
risk of drilling a-Gallup well? |

A . Oh; T take the‘maximﬁm.

Q In your opinionlis that a fair and
reasonable assessed risk factor fof ihié well at this depth?

A Yes, I do.

0} All right, sir, let's go to Exhibi£
Number Ten and have you identify that.

A. That's an AFE we worked up on the last
well that we drilled up there.

| Q. This is the well to the immediate west

of this location?
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A - No, sir, that's the 1last well we drilleq

MR. NUTTER. WhereAis the well that
Exhibit repn refers to then?

A  Okay, it's notrméfkéd’on that map., 1414
in the Southwest of the southwest of Section 12, ip that
general area,

MR. NUTTER: ang is it a producing well?

A Yés, it is,

o What kind of Production rates do you

_get from the well?

A This one here that we just drilleq in

Section 12 ig making about 3¢ barrels 3 day.

MR. NUTTER- So thisg Proposed locatjion

A, That's what we plan on, ves, sir,
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MR. NUTTER: And you mentioned that the

one in 34 was the nearest well,actually it's no closer than
the one in Section 12, is it?

A, About the same.

MR. NUTTER: Okay.

A Right.

Qo Now, between those two producing wells,
Mr. Isbéll, there are other dry holes in the Gallup formation.

A Yes, there is.

0. All right. Now, with regards to Exhibit
Number Ten, although this is the AFE from that well in Section
12, in your opinion will, subject tQ inflation from December
of '80, would these represent reasonable and fair charges for
the estimated cost of the well?
| A | ’Yes, sir.

0. All right, sir. Let's turn to Exhibit
Number Eleven and have you identify that.

A, This is ~- one of the operatoré-of
the Bob-Blanche Well in Section 12 was Walter Kennedy,'has
10 acres in there that he participated with us, and we charge

him $350 a month.

0. The overhead charges on the --
A The overhead charges, right.
0 On the COPAS accounting instruction on




g

L D - SR B 7 .

10
11
12
13
14
15

16

17
18
19

21
22

* R 8

supervision?

16

page three?

A Right,

0 And what was the driiling well rate
charged?

A, $3500,

Q.‘»’ In your opinion. would those be reasonable

charges to assess against the working interest owners for
overhead charges in this well?

A Yes, sir,

Q Mr. Isbell, were Exhibits One through

Eleven prepared by you or compiled under your direction and

A Yes, they were. .

0 And in your opinion will approval of
thi; application be in the best inte‘résts of conservation,
prevention of wastev,k and the protection of corielétivé r1ghts7

A, Yes,

MR. KELLAHIN: We move the introduction

of Exhibits One through Eleven.

MR, NUTTER: Exhibits One through Eleven

will be admitted in evidence.
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CROSS EXAMINATION

BY MR. KUTTER:

Q. Mr,AIsbell, the application was for the
pooling of oil and gas underlying the 40~acré tract to drill
a well to test the formations underlying the tract, and it was
gonsequently advertised for»pobling all mineral'intereéts in
all formations underlying this.

| This could be amended to all formations

down to and including the Gallup, I presume,

A Yes, sir.
Q You don't intend to go below the Gallup?
A No, Gallup is all we're interested in.

"0 - Okay. And S & I would be the sole
working interest owner>in this well.
A Yes, Qe would.
Q With the exception of the poolees, they
would be working interest awners.
MR, NUTTER: Are there any furthér
questions of Mr, Isbell? H
MR. KELLAHIN: No, Sir.‘
0 Mr. Isbell, I've got one. How do you
spell your name? |
A, I-S-B~E-L-L,

0. Okay, no "A"?
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A | No "A",
0. pkay.
MR. NUTTER: - Are there any further
questions of Mr. Isbell? He may be excused,
Do you have anything further, Mr. Kel-
lahin? B
MR. KELLAHIN: No, sir.
'MR. NUTTER: vDoes anyone have anything
they wish to offer in Case Number 7224?

Wefll take the case under advisement.

(Hearing concluded.)

-




SALLY W. BOYD, C.S.R.

Re. 1 Box 193-B
Santa Fe, New Mexico 87501

Plione (505) 455-7409
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tion Division was reported by me; that the said transcript
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CERTIFICATE

I, SALLY W. BOYD, C.S.R., DO HERERY CERTIFY that

the foregoing Transcript of Hearing before the 0il Conserva-

is a full, true, and correct record of the hearing, prepared

by me to the best of my ability.

£

| do hereby certify that the foregoing Is
a comrlele record of the preceedings n
the Examiner hearing of,Case No. JE AR
neard by me on $/r2- 198) ..

. , Examines
Oil Conservaiion Division o :




KELLAHIN AND KELLAHIN
, Attorneys at Law
Javon Kellabin El Patio - 117 North Guadalupe
W. Thomss Kelfabin Post Oftice Box 226$
Senta Fe, New Mexico 87501

‘Telephone 982-4285
Area Code 505

Karen Audbrey
James B. Grant

October 19, 1?82

Mr. E. V. Isbell
Mr. Troy R. Strickland
S & I OIL COMPANY

413 West Main
Farmlngton, New Mexlco

N S

A

N e,

g

N VR M 350m

Re!f - NMOCD Case 7224
“Order K=6668"

Gentlemen:

- On Apxil 22, 1981, I represented you before the
New Mexico 0Oil Conservation Division to obtain the
referenced compulsory pooling order for the SW/4SW/4 of
Section 2, T29N, R15W, San Juan County, New Mexico.

5 e

AT AN A D

Yesterday, Mr. Dan Nutter of the 0il Conservation
Division called me to say that you had not complied with
that portion of the pooling order which required you to

. furnish the Commission and each of the pooled interests
-with a copy of the actual well costs w1th1n 90 days of
completion of the well

Mr. Nutter's call was apparentcly prompted by a
complaint they had received from Mrs. Evelyn B. Nielson,
the heir of Iona D. Brimhall.

vén though 90 dayﬁ have passed, I recommend that
you immediately send to Dan Nutter and Mrs. Nlelson the
required actual itemized schedule of well costs.

Please call me if you have any questions.
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DAVIE #1

VENDOR

DESCRIPTION

AMOURT

Baker Service Tools
Big A Well Service

" ‘Big Red Tool, Inc.

Bouren's Well Logging Ser.

~ Chaco Construction Co.

Chaco Construction Co.
Chaco Construction Co.
- Chaco Construction Co.
Chaco Construction Co.
Chaco Construction Co.
Chaco Construction Co.

- Chaco Construction Co.
. Chaco Construction Co.
“ 'Bill Davie

Dawn Trucking Co.
Desert American Insurance

. Donham i1 Tool Co.

Dowell

.. Farmington Well Service
“Flint Engineering
. Broendyke Transport Co.

"Ronnie Hoover

- Jetronics
. Justis Supply Co., Inc.

. Kerr lLand-Surveying, Inc.

S & I Qi1 Company

~ S & 1 0il Company

; SSS Warehousing, Inc.

{ San Juan Casing Service

; San Juan Concrete Co.

. Schlumberger Well Serv.

: Shiprock Transport Co.

¢ Shiprock Transport Co.

- T. Strickland-E.¥. Isbell
: Sunland -Mud

~ Shorty Thompson

Sunco

¢ Trio Construction Co.
: C. R. Wagner

: Walsh Engineering

: The Western Co.

. Woodco Cementing

! YW Drilling Co.

INTANGIBLE DRILLING COSTS

Rental of tubing bailer
Swab well

Charge to cut casing
Logging

Work on logation

Build ¢hain 1ink fence
Work on tanks

Work on separator
Install culvert

Hauling from town to location
Truck, lowboy & driver
Dig pit & process water
Hook up chemical pot
Location & right of way
Trucking '
Bond

Rental companion flange
Chemicals

Swab well

Completion rig

Trucking

Hauling

Jet perforate

Weld Bell Ninple

Location, elevation & vicinity map

Drilling supervision
Completion.supervision

KCL

Run casing

Concrete

Open hole logging

Hauling

Pull pits

Lease

Chemicals

Pumped pit

Pulling pits

Dig post holes

G.0.R. test

Request permits & file notices
Acidizing & frac well
Cementing surface

Daywork & footage for drilling

~ Total

$1,708.73
1,053.62
203.22
2,800.00
5,835.46
2,670.30
1,497.60
1,913.01
142.83
1,246.96
253.57
227.33
124.20
1,000.00
1,049.76
71.50
388.96
8,335.50
1,681.87

13,857.40

200.42

100.00
3;344:;90 B

20.80

188.10
2,0060.00
2,000.00

891.00

1,657.14
116.14

12,382.77

6.481.68
355.04

4,000.00
14,271.35
36.40
450.85
207.00
197.28

- 166.40
20,596.62
2,733.81

A

70,879.51




DAVIE #1

VENDOR

DESCRIPTION

AMOUNT

e e sty A G

ABC Industry, Inc.

American Tank & Steel Corp.

Americzn Tank & Steel Corp.

Arco Materials, Inc.
Big A Well Service
Big Red Tool, Inc.
Chaco Construction Co.
Donham 0i1 To#l Co.
Dowell .
Line Masters Pipe
Line Masters Pipe
Line Masters Pipe
Mo-Te, Inc.. .

011 & Gas Equiprciat Corp.
OIman Heath

Olman Heath

Superior Supply Co.

TANGIBLE DRILLING COSTS

700' of 6' Chain link, dble, gate & walk gate $ 3,021.20

iy
/
i

20' 12" CMP 103.50
2 Tanks, walkway, stairway, & retainer bands 8,396.42
Gravel 129.94
-Swab cups 28.30
~ Equipment for hook-up 9,649.44
Injection pot 110.74
Ring gasket 11.02
Casing hardware 2,776.66
291" 8 5/8" €asing 3,337.26
4,433' 4 1/2" Tubing 15,556.69
4,626' 4 1/2" Casing 27,133.66
2 Sets anchors : 466.88
Time clock exchange . 23.92
Separator 9,553.44
Valve 249.74
2 8'x6' Fiberglass tanks 1,040.00
Total . $81,588.8?

oy 01 1982




BARBARA #1

VENDOR - ~ DESCRIPTION o AMOUNT

TANGIBLE DRILLING COSTS

: American Tank and Steel  Tank and steps $ 8,107.71
zAtomzc Sign Company Well sign 27.17
i Bovaird Supply Gauges 53.93
‘Bovaird Supply Casing . 394.19
1 Big Red Tool Connections and valves _ " .1,005,39
i Big Red Tool 4 1/2 X 2 3/8 tubing anchor _ ' * 1,157.80
{ Big Red Tool 1/2" peedle valve and 2" bull plug 77.10
B81g Red Tool Pup Joint, bull plugs, seating nipple 236.77
- Big Red Tool Larkin 8 5/8 head and connectors 965.63
- Big Red Too) 4 1/2" gauge - . 112.86"
-Chaco 011field Services Chain 1ink fence and gate posts 3,181.44 :
- Dowell . Tools 2,612.43
- {Fluor 011 Field Supply Valve balls and connection 4,298.66 .
: ;Line Masters Pipe © 297.73 feet of 8 5/8 casing ‘ 2,669.90"
‘ ;Line Masters Pipe 4766.66 feet, 36 joints, 2 3/8 seamless S 12,685.88 .
- iLine Masters Pipe 4710 feet of 4 1/2 ca51ng 22,722.81
~ ; 0Iman Heath Separator 9,044.48 -
: 7H & C Contracting Pipe and fittings 1,067.60 :
: ’ . ——————

Total $70,421.75

. DISTRIBUTION:

B ‘George Naeter 25.000 R 17,605.
‘Merle Baker _ 6.250 4,401.
Wayne Brashear 6.250 . ‘ 4,40

~ ‘William Latimer 6.250 i 4,401.
;H W. Blackmon 6.250 4,401.
- iW.R. Blackmon 6.250 o 4,401.36
~iFred Isbell 6.250 4.401.;6'
E.V. Isbell 12.500 8,802.72
Troy Strickland 25.000 17,605.43
$70,421.75



T

" BARBARA #1

{ialsh Engineering

'VENDOR DESCRIPTION AMOUNT
INTANGIBLE DRILLING COSTS

_Baker Service Tool Rental and service of Tubing Bailer 1,947.88
'Big Red Tool , Set Larkin Slips and cut casing 174.30
‘Bouren's Well Logging 7 days logaing 2,450.00
Chaco Construction Company Install 24“ CMP - load and haul gravel 2,441.24
Chaco Construction Company Haul grave!l 3,201.72
Chaco Construction Company Load and haul gravel 3,512.97
Chaco Construction Company Load and haul gravel and dig reserve pit 3,079.30
;Chaco Construction Company . Haul backhoe to yard , 186.75:
iChaco Construction Company ~Clean-up of location 1,796.96.
iChaco Construction Company Haul base course plate road to location 581.00°
iChaco 0i1field Services Work on fence 3,532.20
iJ.B. Cooney Legal fees 1,002.31
‘Desert American Insurance Bond .50.00
Doug Foutz - F111 dirt 547.79
Dowell ) Cementing 4 1/2 10,941.88
’FlinttEngineering _BOP from location to yard 59.57
iFlint Engineering Completion work 14,388.98
:Fluor 0ilfield Supp]y Samnle Bags .32
‘Homco Rental of 2 7/8" Midco sand pump 345,26
‘James N. Maness Dri11 surface hole and run casing 10,263.66
Jetronics Corretation Gamma Ray C.C.L. 2,479.20.
‘Justis Supply _ Weld bell nipple 52.25
:Kenai Drilling Driiling ' 66,204.12.
:Kenai Drilling Daywork 4,778.98
“‘Land and Marine Rental 75.77¢
iL.A.D. Tankers Pull burn and production pit 162.73.
iL.A.D. Tankers Pull reserve pit 572.13
iL.A.D. Tankers Haul drilling water 2,358.75
'Mo-te, Inc. Set Anchors 415 00
‘Monarch Corporation Haul sand pump and. head . from Homco 208.92
‘Monarch Corporation Haul sand pump.and head from location 80.30
'S & I 011 Company Drilling supervision : . 1,500.00.
‘'S & 1 0i1 Company Completion supervision i . 1,500.00
:SSS Warehousing cMC fovin 1,053.50.
iSSS Warehousing . KCL 1,610.00:
San Juan County Abstract Abstract on T29N, R15W, Sec 12 956.70
Schlumberger Well Service Logs 11,458.58
Shiprock Transport Haul water, remove mud 2,929.77
Shiprock Transport Transfer oil from frac tank to storage tank 79.72
Southwest Mud & Chemicals Gel, chemicals, cedar fiber, shurplug 10,399.26
Sunco Trucking Haut. rig to location 273.36
‘Sunce Trucking Haul casing to.location 762.64
W & C Contracting Co. Prepare location for separator : 5,686.11
iWalsh Engineering Prepare .& file Sundry Notice for Casing & Request Allowable 31.35
Walsh Engineering Prepare & file Notice for Frac & request Production Unit # 31.35
Walsh Engineering Prepare NMOCC Log Completion & C-104 67.93
Discussion with TRS & prepare logs for preforating 209.00




VENDOR

DESCRIPTION

-

-~ AMOUNT

Aestern Company
Aestern Company
destern Company
Aocdco Cementing
Kennedy Estate
E.V. Isbell

}
i
i
|
i

DISTRIBUTION:

seorge Naeter
Merle Baker
Aayne Brashear
William Latimer
A.W. Blackmon
.R. Blackmon
red Isbell

V. Isbell
. Troy Strickland

Trying to pump sand out of hole
Frac well -
~Acidizing

Cementing surface 8 5/8

Surface Damage and right of way
Lease on Barbara #1

25.000
6.250
6.250
6.250
6.250
6.250
6.250

12.500

25.000

O\i(B\ 982

Total

585.57

- 15,875.19
1 2,193.27
3,013.26

- 2,000.00
5,460.00°

et ——

$205,368.79 -

$ 51,342.20 !
12,835.55
12,835.55
12,835.55
12,835.55 .
12,835.55
12,835.56
25,671.69 '
51,342.20
$205,368.79
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Yotr cocperation will be appreciated, A \L ‘3 § 3 Qib . \’
X G\

Bvelyn B, Nielsen
P, O. Box 1014 : 9!
Soringfield, Virginia 22151 OIL CONSERVATION DIV]S{
: SANTA FE
Oc¢ tober 12, 1982 o

State of New Mexico
Eriergy and Minerals Department
0il Conservation Division e
Santa Pe, New Mexico 87503 /zLAAJ\ﬁ‘V
Re: Davie No. 1 Well

Township 29 North, Range 15 West, N.M.P.M,

Section 2: SW/4 Sw/4

Containing 40 acres, more or less

San Juan County, New Mexico
Dear Sirs:
I have enclosed mynletter to the S, & I, 0il Company in Rarmington, New Mexico
for your information and use. The enclosed cdocuments sShow my iegal entitlement
to ‘the information that I have requested from the S. & I, 0il Company. Please

retain this cony for your files related to the Davie No. lgwell,

As state in mfxléttet, the 8. & Y. 0il Company has not provided me the costs

for annual operations as.providediby'in your NMOCD Order No. RQ6668 issued in

~Case No. 7224 on April 30, 1981, 1If the S, & I. 0il Company continues not to

comply with my request for this information, I will soliditfyoﬁr assistance %
in this matter, e\ i « L &;F
iﬁ LN "\ / \D \F"

0

Respez;lsy. (\&A} \ﬁﬂj "“)\p\ ’\zs\ Q;\
Bvel yn Nielsen * @“ \ (‘%U ‘kiw

Snglosures 3 { \26§ 3 ¢

CBRCIFIED MAIL NO., P 280 587 678 ‘ AR
RETURN RBCBIPT REQUESTED
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gvelyn B. Nielsen ,‘\; V'}‘*
P. 0. Box 1014 ou. ERVATION DINISE
Springfield, Virginia 22151 SANTA FE
Cctober 12, 1982
S. & I, 0i1 Comvany
Rosite 3, Jox 33 N
Parmington, New Mexico 87401
Re: Davie No. ) Well

" Townshin 29 North, Range 15 wWest, N,,P.M,

Section 2: SW/4 Sw/4

Containing 40 Acres More or Less

San Juan County, New Mexico
Dear Mr. Troy Strickland:
Two matters need to be resolved, Rirst, please provide me a Division
Order for gas production aud money duec me for the sale of gas. Secondly,
1 need the total of all costs that will be used by you to offset my Share

of the working interest in the Davie No, 1 well, 4s specified by paragraphs

7 and 9 of the Compulsory Pooling Order (Case No, 7224; Order No., R-6658),

__the Cperator can withhold certain costs from production, These costs are

needed at the end of each year of preduction to properly file both Pederal
and S?ate taxes.‘ Bailure by you to provide withheld costs wiil Show that
you intend to withhold from my working interest share of production my
pro<rata share of costs of only (1) the supervisory costs of 33500,00 per
month while drilling ard $250,00 per monrth while nreducing; (2) a risk
charge cf 200 nercent of the nro-rata share of reasonable well costs; and
(3).ny r2asonable pre-~rata share of drilling costs, Fhese costs are shown

in the Compulsery Pooling Order, Teo date you rave not provided costs




attributad to me or the Bstate of Jone B, Brimhall for 1951,

As shown below, I have sent a cony of this letter to the State of Naw Mexico

_0il Conservation Division for their information,

Your cooperation would be avcpreciated,

Rvélyn B, Nielsen

cc: State of New Mexico (011 Conservation Division

CBRTIRIAND MAIL NO, P280 587 677
RETURK RECEIPT MEHUESTHD

2)




STATE OF NEW MLEX1CO

IN THE PROBATE COURT

lIN THE MATTER OF THE ESTATE OF) ; ANV

i | ) Mo. 3419 et

HIONA D GRIMAALL, docossed. ) NaT 1k W2

! : _ 4, AN ' ”

i VERIFTED STATOHENT OF PERSINAL SIL CONSEXVATION DIVISIO
) T REPRESUNTATIVE TU CLOSE ESTALL . SANTA FE

N

- EVELYN BRIMHALL NIELSEN, personal representative of mw”
. -t
Brimholl, deceased, having been first duly sworn in the manner provided by law,

Ll .
staetes upon her ocath as follows:

-

iment as personal representative of the Estate of Iona D. Brimhall, deceased,

1. Evelyn Brimhall Nielsen published notice to creditors of her appoint-

a

; providintj netice that any claim -against said estate should be filed within- the

’ statutory period or be barred; that such notice was given for the time and in the

: manner required by law, and specifically in the manner provided by §45-3-801 NM5A
(1978) and that the first publication of $uch notice occurred on December 29,

! _ 1981. Such notice properly filed within the six month period from the date of

appointment of personal representative,

4
E

E 2. Evelyn.Brimhall Niclsen, personal representative of the Estate of
:!iona D. Brimhall, deceased, has fully adninistered said estate of the Decedent

.
:

¢ -
Isince no claims were presented against the estate; she has paid ull expenses of
) .

_f»administration of ihis estate; she has submitled for payment all reguired lederal
i

éand State estate and other death taxes, and the assets of the estate have been

sdistribited to the persen entitled to receive the swme in the amount and manner

i to which she was entitled under the Last Will and lestament of Decedent adaitted

A prregiey

' to probate herecin.
: ' i 3. That Cvelyn Brimhall Niclsen, personal represenlative of the estate

t of lona D. Brimhall, has sent a copy of this slatemenl Lo the distribulee of sgid

i estate and has furnished a full account in writing of its aduinistration to suid
_distributee whose inleéresl is affected thereby in the Torm of said Finsl account
i :
I hereto allached as part of Lhis verified stalement.  Copies of sald final account
h . . . .
“and this statement have been furnished to Fvelyn Brimhall Nielsen, heir of the
i
o i Decedent o
y ..
i) N .
) 4. This slotement is iled for e purpose of closing the estate of
i ’ . :
I S eurd Tecedent. and Cstainat g the apmeintment ol Lhe undersigned as personal
i : Y : 7

RANERY CARLIM, o a,
AT At ¥ AT §aw

[ LI T NPT ¥ ) P

FARMNGTON, HM 8740 3

i

N
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ROPERY CARDIN, 1.4,

ATTOINEYR AT L&
o X St

representative, pursuant to Section 45-3-1003 NMSA (1978), on this 3py),  day of

{dureh , 1982.

i gé? cz ] (jty > n lz \, '0

I
ﬁ EVELYN BRMMHALL NILLSCN, Personal
Representalive of the Estote of

i , Tona D, Brimhall, deceosed

VERIFICATION

|STATE OF NEW MCXICQ) -
P ‘ ) sS
ECOUNTY OF  SAN JUAN)

o EVELYN BRIMHALL NICLSLN, after first being duly swora upon her oath,

i'states: That all of the matters, facls and things set forth herein and contained
|
éin the foregoing statement and all attachments are true to the best of her

(I
!knnwledge, information and belief.

» . jé;&rtflagJ,Ei)nnastZuﬁlﬂJ 0 8 asn)
' EVELYNYBRIMHALL NIELSEN

L

'ESUBSCRIBED AND SWORN T0 before me on this _zqpp day of _ March | , 1982,

iz

/ ’
j 7 } /o
i;Hy Commission Expires: C/ ‘aﬂ“‘;CQ@ el s Loy il et

Notary ublic

¢ 2-28-83

t .
b
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PROBATE COU
SAN JUAN COUNTYRTN M.

- k3 'iv i .
i.’ c"‘t‘tr',[\
,, SEP 05 1982 /}
h i1
]
.. CLERK
- A AT P
iSTATE 0F NEW MEXICO COUNTY OF SAN JUAN
i | IN THE PROBATE COURT
IN THE MATTCR OF THE ESTATE Gi) ‘ -‘[Egjjangﬁa?’ jjﬁhj
', IONA'D. BRIMIALL, deccased. ) No. 3419
! BOY 151382 lj )
’ INSTRUMENT OF DISTRIBUTION Ou.CONStHvAINJN DIVISION
: SANT.
; THE UNDERSIGNED, personal representative of the Estate of 15%3 D.
é FBrlmhall deceased, in order to make distribution of the property of the above
; !
;entltled and numbered estate of Iona D. Brimhall, deceased, and in compliance
§w1th Chapter 45, N.M.S.A., relating to decedent's estate, hereby assigns, sets
% over, transfers and'conQeys to Evelyn Brimhall Nielsen as surviving heir
g wnder the terms of the mutuél and joint Last Will and Testament of John A. Brim-
% ‘hall and Iona D. Brimhall, and as the sole and exclusive heir to the entire
{ o B : N
: estate of said decedents, pursuunt to the terms and pf(%isions of said mutual
! ' .
iand joint lLast Will and Testament, all of the right, titie and interest of said
.fdecedents, John A. Brimhall and Iona D. 8rimhall, in and to all of the following
described property
Real fstate
1. Lots Thirty (30) and Thirty-one (31) Trails End Sub-
! division, Yavapai County, State of Arizona, according
i to the Plat thereof and on file and of record in the
: office of the County Recorder of said Yavapai County,
; Arizona, in Book 4 of iMaps, Page 68 thereof.
i v : B : 2. Res1d9nvp and farm land, Section Ten {iD), Towaship
: ; Twentyfnlneﬁ(29) North, Range Fifteen (15) West in
: # Fruitland, New Mexico.
3. Township 29 North, Renge 15 West, N.M.P.M. Section 11:
WESHANWEKWENHYSWY, San Juan County, New Mexico;

s i TRACT D: Beglnnlng at a point which lies 2345.42 feet

i South and 30.00 feet East and 274.85 feet S 00040'26"

E E from the Northwest Corner of said Section 11;

’ THENCE N 89°34139n 596,78 feet;

~ THENCE South 125.25 feet;
THENCE West 169.50 feet;

- THENCE S 89°27110"W 425.81 feet;
THENCE N 00%40'16" W 125.25 fect to the point of beginning.
Containing 1.71 acres, more or less.

s prmere s

iy

-

4, TRACI{#: 3.90+ acres, situate in the SWiSW% of Section 2,
~ Township 29 North, Range 15 West, N.M.P.H. San Juun County,
New Mexico, being described as follows:

Vom — e o ——

ROBERT CARDIN, P.A.
ATYORMNIYR AT LAW
» 0, EOX f0&1

FARMISBTON, N BTAD)

———— e . — e .
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BEGINNING at a point which is 544.00' N 89907'36" [ from
the SW Corner of said Section 2. Said Point being the
center of Co. RD No. 62.

THENCE N 0°039'12vE 1318.24";

THENCE N 89°28'42"f 128.27';

THENCE S 0°25'10™ W 1317.43" to a poinl in the center of -
Co. -RD No. 62; P
THENCE S 89°07'36" W along said centerline 129.18' Lo the |
point of beginning-less and excepl 0.75+ Ac. for Hwy 550 1
right-of-way and less and except 0.89+AC for Co. RD No. 62
right-of-way. 4 :

TOTAL VALUE: : . i

Tract or parcel of real ‘estate cilu:le, lying and oeing

in the County of El Paso, State «f lewas, more purlicu- ¢
larly described as follows, to-wil:

Lot numbered Eleven (11) in Block numbered One (1;.

Unit Five (5) of WILCG SUBDIVISIO. of Section 7, Blouck 77,
Township 1 of the Texas and Paciflic Railway Cumpdn> Survevs
in £1 Paso County, Texas, according to the mup and pist
thereof, now of record in Plat Book 4 at page 48 of the
Plat Records of E1 Paso County, Texas.

wn
.

TOTAL VALUE:

Personal Property

1. Household furnishihgs

- s

; 2. 1964 Rambler

3. 72 shares of common stock of El Paso Natural Gas Company,
El Paso, Texas

4, 18,658 shares of common stock of Southwest Capital Corporation,
Albuquerque, New Mexica

5. 9,037.184 shares of common stock of Fundamental Investors, Inc.
6. Cash on hand at date of death

7. Various Certificates of Deposit

e K AT 4t

¥ 8. Funds held in savings accounts and Animas Credit Union

! 9. Proceeds from insurance policies

10. E1 Paso Retirement Income Plun
New Mexico Educators Retirement Plan

; i . DAVED this 3y day of Mapch , 1982,

ol St
] EVELYN BRIMHALL NIELSEN, Personal H
! Representaltive of the Estate of lanu D.

drimhall, deceased

[ETATE OF NEW MEXICO)
t ) ss
:FOUNTY OF SAN JUAN)

- The foregolng instrument was ucknuwlvdgcd before me on this 3541 diy

ROBERTY CARDIN, P.A_l
ATYORMEYS AT LAW ]

P. O. BOX 3681
FARMINGTON, MM 8740 }]

[t e mmmetims— S ]t O
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;of‘ Harch y 1982, by ECvelyn Brimhall Nielsen, personal representative of ;
khe Estate of Iona D. Brimhall, deceased, for the purposes of consideration i
f } » I
‘therein expressed. |
; !4y Comnission Expires: Lo ! |
i . i 2-28-83 ‘\Jota’ry Publlc | : _ {
, E |
; | ] i ‘
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I, DESCRIPTION OF WELL AND LEARE

a_p
l.edse Name Wwell Ho. @ﬂwnuwmq otmation Kind of Lease |
Davie 1 Headow-Gal ]up State, Federal or Fes  Fpn J
Locatlon i
Unit Letser M H 330 Feel From Thlsguth Line and__870 Feel From The Hest
Line of Secilon 2 Township 20N Range 15 \/\/ s NMPM,  San Juan Caunty
1. DES!GNATFON OFF TRANSPORTER OF OIL AND NATURAIL GAS .
Neme ol Aulthorized Transpurier of Ol [D) or Condersate [ ) Address (Give address to which approved copy of 1his form is io be sent)
Giant Refining, Inc, : P_Q Box 256, Farmington, New Mexice 874Q}
Name of Avihorized Transporter of Cosinghoad Gas ) o1 Dry Gas [} Address {Cive oddress 1o which approved copy of this form is to be sent)
1 well pfoduc;! olf or l1quids, T Unni | Sec, .T’Twp. :Rqe. 1s gas aclually connected? | When
qlve locatton of tarka. : M JL 2 : 29N N 15 No : UnknOWﬂ
if this production is commingled with that from any other lease or pool, give commingling order number:
Y. COMPLETION DATA :
] :OII Well :Gus well "New Well TWorkover [ Deepen T'Plug Back "Some Res’v.! DI{{. Rea'v,
Designate Type of Completion — (X) : X Loy ; j ' . E ‘
Date Spudded Date Compl. Ready to Prod, Total Depth P.B.T.D.
_6-27-81 8+6-81 ) 4635 4591 .54
Elevetions (DI‘ X, RT. CR, ¢:2.; MNcsms of Producing Formation Top Qil/Gas Pay Tubing Depth
5159 GL Meadow Gallup A257% 4317
Perloraitons Depth ?g‘wi “hoe
! W’_ﬁ 50
TUBINGC, CASING, AND CEMENTING RECORD
HOLE SIiZ2E CASING & TUBING SI1ZE DEPTH SET SACKS CEMENT
12% 8 5/8 234 e 300 Sagks
7778 2% 4591 54 800_Sacks
i ! i Qi

5 TEST DATA AND REQUEST FOR ALLOWABLE

i
it
v | s

N 1 AR PB4 PR

e ..-..- rariarrn

lnllnmul 1474
4 lnn.\ LA '
ruy

- .....--........J.a._qr o
TR, N3

§,f$
=

1. 6, (O X 200K
SANTA P2, HUIwW MEXEC

resiseg 10-1-7i

& I 0iL CO.

Llnh ur!:_(._r: -:. \Cf ] '1 .
nmromren | RIS L REQUEST FOR ALYOWABLE
RTLWAL AND
orrnATOR AN VN\\U)\&IHORIZATION TO TRANSPORT Ol AND NATURAL GAS
1. rronavion orsick ()"——’T\\\‘-ﬂ;‘{ TN
(;;.nmm 0\‘ SB“““ 7

Addrers

Rt. 3 Box 35, Farmington,

New Mexico 87401

Reoson(s) lor [iling /CAeek proper box) Othet ¢Pleace cxploin)
New Well ’ Chonge in Tionspotier of:

Recompletion D ) on Dry Gaa D

Change in OumuhlpD Casinghead Cas D Condensole

M change of ownership give name
snd eddress of previous owner

{Test must be after recovery of 1013! volume of lood otl and must be squal to or exceed fop allow-

OlL WELL abla for tAls depth or be for full 24 Aours}
Date First New Otl Run To Tanks Date of Teat 1 Producing Method (Flow, pump, gos lift, ste.)
8-6+81 8+27-81 Flowmg
Leagth of Text Tuding Presswe Casing Pressure ‘Choka Sjze
4 trs, — 94 b 1604 : 4754 22/64
Actual Prod, Duting Teat Oll-8bls, Water - Bblw. Gaa« MCF
- 423 5 gal, 424 ,mﬂ\ 3N
Futd RLLLIVLD
- GAS WELL )
'} Aectvol Prod, Teal-MCF/D Length of Test Bbls. Condensate/MMCF Gurl ty of Condokv ‘Qai k)
Teriing Method (pirol, back pr.} Tubing Fresswe ( 8hut-in} Cosing Preasure { Shut-in) Chox 5“_ CON CUNB
3

: CERTIFICATE’ OF COMPLIANCE

cl hereby certify that the rules snd reguistions of the O}l Conservation
iDivisios have been complisd with and (hat the Information glven
{sbove e true and complete to the best of my knowledye and bellel,

ASignardre)
Managing Partper
{Title}
J28«81

OIL CONSERVATION DIWION

Jo-2 7 A Q ’ 981

"TfZNU QL7

TITLE SUPERVISOR DISTRICT % 3

This 7orm §s to be {{led in complliancs with ruUL? 1104,

If thie tn » roquest for atlowsble for s newly dritled o1 despened
well, this form must be accompanied by s tabulatlon of the deavistivn
teste takan on the well [n sccordence wilh auLE t1Y, .

All saciions of this form must be {illed oul completely for allows
sbhie on new and recompleted welle,

Pt out only Sectlons 1, 1, 111, snd VI for chanpges of owner,




.!5 ' R aitd Y TS

- ‘ ou FARMINGTON, NLW MC: n74m~ | CASE NO \'( ‘ ‘
CEr oif lo W#f | | lpctaginr
Dmnj—cec- 27‘?9/(/*’?/\_;4‘/ 54/?/\{ ;7_1/;9_/}/ J_/L/ﬁéd 1‘7‘_(,}(/: .

Est, Total Depih;

‘ormution g’g //17‘0 ’,41'/ 7 oo - imanen .

PRODUCING WELL L ‘‘‘‘‘ DRY ;.:
Sub, Toral !

[UBUL AR GOODS S
Sutoce Caning _:3& Fu M!nch _ALCCO o p,. ’E“’?‘M\ $ oo
Int. Coalng )nch $/Ft. - [
Prod Cosing r:.{.,é_L_,fo Inch, g ;, ___S/F¢. __52[7,,200 o

Inch, __

S/Fe.

Tubis 17,{2 & _224 ﬁ ”q}r ’/’ F. | /3 000 |
ods v [ 370l sz 500

~——— Inch, -_Z_; L_. /Ft.

YELLHEAD EQUIPMENT;

Loo Segyes |7 Seo AL

* STHER EQUIPMENT;
! Linwe Hongers and Production Pockers ’ ' S .

"ONTRJ\CT COosSTS . ’
! Footage %__ FL A7 o0 $/F1. Qoo —-—M
; Doywork L - %. ﬁ :
; Daywork M Day - - $/Day (- >N E o 0P
g Doywork Z 3 00, 00 $/Day 2 (=X 24 / 03/ S-DD A’
; -

‘C

EMENTING: {Comant ond Pump Trueks) . ' B

Surfoce . . 400 sl . %,an . _ oo p

: Inlterpediate . - . - ‘

A Production | 3‘ o0 ;gd[s . Lo o i - -
! Liser - | i .
2 Liner ‘. \
| Sa Jon ) : '/Z eoo | ;
H R .
fmnu;mou TREATMENT: ' : : .

; Adidixing .Jo(/'c-. ' .
i e
| Froctwing Equpmen_ANd 7 d7we, 0/ 20 000 _ :
; —
Fluid Gal. C11 ' ! :

. b
&ED, ooo Cal, Water - : . - 000

- -~ \%_
5# ' : :

Smd-é_Q/__"_"Lun.

Tenk Rental -,4__1791\//(5 /200

TR N P

1A i : Swrveys mJ-Toﬂl) ™
Perfcrating ) ——-@J\ao [
X . . _\
;.  Blectric cod Rodisactive Logging i Lo m

Dril] Stex Texix___ )
- —_—

Cores - N : - / i Zop
— TR e T TR TR TR, i -

BEFORT EXAMINIR NUTT

Oriling Mo o=d Cheneds OIL CONSERVATION DIVISION .5, 000 o poo

Drilling Gos or Aly .

o extieT No,_f ) TS e

Bt 'CASE NO.,

Fuel - .
i3 p .

Coment Equipment (shaes, collars, elc,) . “On 5 o0 o0

Beidgs Plogs md Retatoers Su'ﬂcfl/l.s‘/o# oo _‘3,’%‘_
Macelarncouy [welding, houling, reotal of 1ongs, cic.) oD 33, 5 o0 ‘—L%QL__

FRouCHoA £ 0rvipm eo7 7K., TRedtoc gud Jo, 000
| ACCESS AND LOCATION: ﬂ"’/a”‘:.? ut7 ﬁ ., ‘o oo | B
* Totol Direct Cost _2_22 900 ) e ( | -

X o et ’ r'lu:_\j_%Conllnqency 1,3‘, el‘,Oo

ESTIMATED TOT AL COST s?gé Soo 5285,.,{00 s/52

WORKING INTERELY, - . ESTIMATED COST ONLY - Eoch perticlpoting owner 1 P
e =P TOST ONL
_ proportioncie share of octua) well coal sut;,,d 1o operoling
- e ———— e oQleement, .

.

: —~— . e
Date e // St 2 e .
= Py «d By e ’ vl - e

1




; ’ STATC OF NEW MEXICO
| ENERGY AND MINERALS DEPARTMENT
OIL CONSERVATION DIVISION

IN THE MATTER OF THE HEARING

: CALLED BY THE OIL CONSERVATION
! : DIVISION FOR THE PURPOSE OF
-.CONSIDERING:

CASE NO. 722t
Order No. R-6668

e APPLICATION OF S & I OIL COMPANY
e ' . FOR COMPULSORY POOLING, SAN JUAN
COUNTY, NEV MEXICO.

ORDER OF THE DIVISION

BY THE DIVISION:

This cause came on for hearing at 9 a.m. on April 22, 1981,
at Santa fFe, New Mexico, before Examiner Daniel S. Nutter.

NOW, on this_ 30th day of April, 1981, the Divisioen
Director, having considered the testimony,; the record, and the
recommendations of the Examiner, and being fully advised in the
premises,

FINDS:

o e oo
~

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

N R O A )

- (2) That the applicant, S & I 0il Taempany, seeks an order
pooling all mineral interests in all formations down Lo and
including the €allup formation uhderlying the SW/4 SW/4 of Sec-
tion 2, Township 29 North, Range 15 West, NMPM, San Juan County,
New Mexico.

SRR

(3) That the applicant has the righ# to drill and proposes
to drill a well at a standard location thereon.

(4) That there are interest owners in the proposed proration
unit who have net agreed to pool their imierests.

(5) That to avoid the drilling of wmnecessary wells, to
protect correlative rights, and to affordl to the owner of each
interest in said unit the cpportunity to recover or receive
without unnecessary expense his just and fair share of the oil
and gas in said pool, the subject applicaltion should be approved
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Case No,. 7224
Order No,. R-6668

by pooling al) mineral intercsts, whatever they may be, within
said unit.

~(6)  That the applicant should be designated the operator
of the Subject wel} and unit,

(18)  That Following determination of reasonable wel) costs
any non-consenting working interest Swner who hag paid his

(11)  That $3500.00 Per month whijle drilling and $350,00 ner
month while producing shoyulg be Fixed'asrfeéédhéble charges for
Subervisisn {combined Fixed rates); that the operator should bpe
authorized to withhold Ffom‘productiOn the Proportionate share
of such Supervision charges attributable tgq each non~bonsenting

share of actual expendituresg Tequired fgr Operating the subject
well, not ip e€xcess of what are Teasonable, attributable to

(12) That a1} proceeds from production frop the subject
well which are not disbursed for any Teason should he placed
in escrow to be paid to the true owner thereof upon demand and
proof of Ownership,

.dedicated op or before July 1, 1981, the order poolingfsaid unit

should become null and void and of no effect whatsoever,
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Case No. 7224
Order No. R-6668

IT IS THEREFORE ORDERED:

(1) That all mineral interests, whatever they may be,
in all formations down to and including the Gallup formation
underlying the SW/4 SW/4 of Section 2, Township 29 North, Range
15 viest, NMPM, San Juan County, New Mexico, are hereby pooled
to form-a standard 40-acre spacing and proration unit to be
dedicated to a well to be drilled at a standard locaticn thereon.

PROVIDED HOWEVER, that the operator of said unit shall
commence -the drilling of said well on or before the first day
of July, 1981, and shall thereafter continue the drilling of

‘said well with due diligence to a depth sufficient to test the

Gallup formation;

PROVIDED FURTHER, that in the event said operator does not
commence the drilling of said well on or before the first day
of July, 1981, Order (1) of this order shall be null and void
and of no effect whatsoever, unless said operator-obtains =a
time extension from the Division for good cause shown.

PROVIDED FURTHER, that should said well not be drilled to
completion, or abandonment, within 120 days after commencement
thereof, said operator shall appear before the Division Director
dand show cause why Order (1) of this order should not be rescinded.

..... S

(2) That S & I 0il Company is hereby designated the operator
of the subject well and unit.

(3)- That after the effective date of this order and within
90 days prior to commencing said well, the operator shall furnish
the Division and. each known working interest owner in the subject
unit an itemized schedule of estimated well costs.

(4) That within 30 days from the date the schedule of
estimated well costs is furnished. to him, any non-consenting
working interest owner shall have the right to pay his share
of estimated well costs to the operator in lieu of paying his
share of reasonable well costs out of production, and that any
such owner who pays his share of estimated well costs as pro-
vided above shall remain liable for operating costs but shall
not be liable for risk charges.

(5) That the operator shall furnish the Division and each
known wnrking interest owner an itemized schedule of actual well
costs within 90 days following completion of the well; that if
no objection to the actual well costs is received by the Division
and the Division has not objected within 45 days following receipt
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Case No. 7224
Order No. R-6668

of said schedule, the actual well costs shall be the reasonable
well costs; provided however, that if there is an objection to
actual well costs within said 45-day period the Division will
determine reasonable well costs after public notice and hearing.

(6) That within 60 days following determination of reason-
able well costs, any non-consenting working interest owner who
has paid his share of estimated costs in advance as provided
above shall pay to the operator his pro rata share of the amount
that reasonable well costs exceed estimated well costs and shall
receive from the operator his pro rata share of the amount that
estimatec well costs exceed reasonable well costs.

(7) That the operator is hereby authorized to withhold
the following costs and charges from production:

(A} The pro rata share of reasonable well costs
attribulable to each non-consenting working
interest owner who has not paid his share of
estimated well costs within 30 days from the
date the schedule of estimated well costs is
furnished to him.

(8) -As a charge for the risk involved in the
drilling of the well, 200 percent of the pro
rata share of reasonable well costs attribu-
table to each non—consenting working interest
owner who has not pald his share of estimated
well costs within 30 days from the date the
schedile of estimated well costs is furnished
to him.

(8) That the operator shall distribue said costs and
ha“ges withheld from production to the parties who advanced
the well coste.

(9) That $3500.00 per month while drilling and $35G.00
per month while producing are hereby fixed as reasonable charges
for supervision (combined fixed rates); that the operator is
hereby authorized to withhold fror ‘production the proportionate
share of such supervision charges attributable to each non-
consenting working interest, and in addition thereto, the operator
is hereby authorized to withhold from production the proportionate
share of actual expenditures required for operating such well,

‘not in excess of what are reasonable, attributable to each non-

consenting working interest.
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Case No. 7224
Order No. R-~6668

(10) That any unsevered mineral interest shall be considered
a seven-eighths (7/8) working interest and a one-eighth (1/8}
royalty interest for the purpose of allocating costs and charges
under the terms of this order.

o (11) That any well costs or charges which are to be paid
out of production shzll be withheld-cnly from the working
interests share cf production, and no costs or charges snall
be withheld from production attributable to royalty interests.

; (12) That all proceeds from production from the subject

: well ‘'which ‘are not disbursed for any reason shall 1mmeaiately

be placed in escrow in San Juan County, New Mexico, to be paid
£ to the true owner thereof upon demand and proof of ownershlp,
H that the operator shall notify the Division of the name and

address of said escrow agent within 30 days from the date of
first deposit with said escrow agent.

(13) That jurisdiction of this cause is retained for the
entry of such further orders as the Division may deem necessary.

{ : DONE at Santa fe, New Mexico, on the day and year herein-
{ above designated.

STATE OF NEW MEXICO .
i LURDLKVRILUN‘ULVISIUN

Rr s By

/ Director

RGP R N A

SEAL

? £d/




q STATE OF New MEXICO
i ENERGY aAND MINERALS DEPARTMENT
'; OIL CONSERVATION DIVISION

| , |
§gN THE MATTER 0fF THE HEARI&G
iCALLED BY THE OIL CONSERVATION

CDIVISION FOR THE PURPOSE gF

| CONSIDERING

é CASE NO, 7224
Order No, R-6668

DO

v,

APPLICATION OF 5 4 1 o, COMPANY
FOR COMPULSORY POOLING, SAN Junn
COUNTY, NEW MEXICO.

ORDER OF THE DIVISION

Y e e e,

iBY THE DIVISION:

| This cause came on fap heering &t 9 4.R, an April 22, 1981,
ijat Santa Fe, New Mexico, befopa Examines Daniei s, Nutter,

=3

| NO¥, on this 30t; day of April, 1981, the Diviegion

?Direetor, having consldared the testimony, the record, and the

$

Hreeommondations of the Examiner, and being fully adviged in the

ipremises,
5
!

e
Ay

g  FINDS:

H
i

i (1) Thet due publje notice having besn given ase »
by law, the Diviaion has Jurisdiction of thia cause and
isubject matter theresof,

! .
{ (2) That the applicant, 5 & 1 0il Company, sesks an order
{pooling a1l mineral interests in all formations down to and
ineluding the Gallup formation undarlying the Sw/a SW/4 of Sec-
ltion 2, Township 29 Noxth, Range 15 West, NMPM, San Juan County,
gg'New Mexico. ‘ , :

{ (3) That the applicant hag the right to drill and proposes

H
H

ito drill a well at a standard location thereon,

i
1
i
1]

-
vizsd
-]

h

g
t

@unit whe have not agreed :o pool their interests,

i (5) That to avoid the drilling of unnecessary wells, to
f%rotect correlative rights, and to afford to the owner of each
ﬁinterest in said unit the opportunity to recover or receive
without Unneceseary expanse his just and fair share of the oil
and gas in said pool, the sub ject applicatign should be approved

(8) That thare are interest owners in the Proposed proration

e T S

T e ey aste g
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H
3pyigcoling all mineral intaresta, whatsver thay may be, within
said un

3 (6) That the applicant should be designated the operator
;bf the asubject well and unit.

{(7) That any non-consenting working intereat owner should
ée afforded the opportunity to pay his share of estimated well
¢tosts to the nperator in llieu of paying his share of rsasonable
sall costs out of production.

i (8) That any non-consenting working interest owner who
iHnes not pay his share of estimated well costs should have
withheld from production hle share of the reasonable well costs
lus an additional 200 percent theresof as a reasonable charge
%or the risk involved in the drilling of the well.

i (9) That any non-consenting interest owner should be
&ffordad the opportunity to cbject to the actual well costs but
‘that actual well costs should be adopted as the reasonable well

‘tosts in the abaence of such objection.
{
* (10) That following determination of reasonable well costse,
ny nen-consenting working interest owner who has paid bis
hare of satimated coats should pay to the operator any amount
hat reasonable well costes exceed estimatued well coste and
ishould receive from the operator any amount that paid estimated
Well costs exceed reasonable well costs.
i .
i (11) That $3500.00 per month while driliing and $350.00 per
onth whils producing should be fixed as rsasgsanable charges for
isupervision (combined fixed rates); that ths operator should be
*Puthorized to withhold from production the proportionate share
of such supsrvision charges attributable to each non-consenting
‘working interest, and in addition thersto, thas operator should
?be authorizod to withhold from production the proportionntu
: nare UI HBBUHL Ulp@ilu&busvu ;wquq.a.cd"-,v Lo e o ap- 2 1 S
ell, not in excess of what are reassonable, atttibutablo to

%ach non-conasnting working interﬂat.

¥
I
i

G (12) That all procesds from production from the subject
‘well which are not disbursed for any reason should be placed
'in eacrow to be paid to the true ownsr thereof upon demand and

proof of ownership.

3

(13) That upon the failure of the operator of said pooled
funit to commence drilling of the well to which said unit is
'"dedicated on or bsfore July 1, 1981, the order pooling said unit
'should beceme null and void and of no effect whatsoever.




"IVided sbove shall remuin liable for operating costs but shall

i

b3.

ase No, 7224
rder No. R-6668

| IT 1S THEREFORE ORDERED:

(1) That all mineral interests, whatever they may be,
in all formations down to and including the Galiup formation

15 West, NMPM, San Juen County, New Mexico, ars hereby pooled
to form & standard 40-acre spacing and proration unit to be
dedicated to a well to be drilled at a standard location thereon.

PROVIDED HOWEVER, that ths opesrator of said unit shall
hommence the drilling of said well on or before the first day
nf July, 1981, and shall thereafter continue the drilling of
aid well with due diligence to a depth sufficlent to teat the
allup formationg

ommence the drilling of seid well on or before thes first day
f July, 1981, Order (1) of this order shall be null and void
nd of no effect whatsoever, unless said operator obtains a
ime sxtension fram the Division for good causes shown.

E' PROVIDED FURTHER, that in the event said operator does not

inderlying the SW/4 SW/4 of Section 2, Township 29 North, Range ?

H PROVIDED FURTHER, that should gsaid well not be drilled to
f"p::nmph:i‘.:!tcm, or abandonment, within 120 days after commencsment
thereof, said operator shall appear before the Division Director |
hnd show cause why Order (1) of this order sihould not be rescinded.;
H
(2) That S & I 041 Compeny is hereby designated ths opsrator |
of the subject well and unit., : ’

(3) That after the effective date of thia order and within |
B0 days prior to commencing said well, the oparator shall furnish |

bhha Niuvialon and asssh knowun wasbineg intaraat awnen' in tha auhiant i

(4) That within 30 days from the date the achedule of
estimated well costs is furnished to him, any non-consenting
orking interest owner shall have the right to pay his share
f sstimated well costs to the operator in lieu of paying his
;share of reasonable y§11 costs out of production, and that any
SUCh Owner wha nava NI” KNACLS . 0. BELIMETLEU WOLL COBLS &8 pro-

bot be 1iable for risk charges.

| ~ DTSR : S

i (5) That the operuVor shall furnish the Division and each
known working intcrest owner an itemized schedule of actual well
osts within 90 days follow.ng completion of the wellj that if

10 objection to the actual wiidi:ésnte i3 received by the Division
and the Division has not objec.ed within 45 days following receipt

y
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{

H .
qf said schedule, the actuel well costs shall be the reascnable
well costsj provided however, that 1f there is an objection to
gctual woll costs within sald 45-~day period the Division will
%atormino reasonable well costs after public notice and hearing.
i

4 (6) That within 60 days following determination of reason-
able wall costs, any non-conaenting working interest owner who
has paid his share of eatimated costs in advance as provided
#bove shall pay to the aperator his pro rata share of the amount
thet reasonable wall costs exceed catimated well coste and ghall
fleceive from the operator his pro rata share of the amount that
éstimated well costs exceed reseonabla well costs.

(7) That the operator is hereby authorized to withhold
he following costs and charges from production:

et v g

5 (A) The pro rata share of reasonable well coats
H attributable to sach non-~congenting working
interest owner who hus not paid his share of
estimated well costs within 30 days from the
date the schedule of cstimated well costs is

furnished to hinm.

H
!
J
i v
; {(B) As a charge for the risk involved in the

} drilling of the well. 200 percent of the pro
ﬁ rata share of reasonable well costs attribu-
i tabls to sash nan-consanting workina inlerest
i owner who has not paid his share of sstimated
i well costs within 30 days from the date the

i schedule of estimated well costs is furnished
{2 to him.

i :

% (8) That the operator shall distribue said costs and

ghprgos withheld from production to the parties who advanced

qno well costs. ‘ S

| (9) That $3500.00 per month while drilling and $350.00

éar month while producing are hereby fixed as reasonable charges
for supervision (combined fixed ratss)y that the operator is
Hereby authorized to withhold from production the proportionate
share of such superviaion charges attributable to sach non-
;onaenting working interest, and in addition thereto, the operator
5 Sarsby sutherizad ta withhold from production the proportionate
ghare of actual expenditures required for operating such well,

not in excese of what are reasonsble, attributable to esch non-

¢onsenting working interest.

i
i

i
{
H
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(10) That any unsevered mineral interest shall be conaidered
seven-sighths (7/8) working intersst and a one-sighth (1/8)
toyalty interest for the purpose of allocating costa and charges
ynder the terma of this order,

s e e Tt A

(11) That &ny well caosts or charges which are to be paid
dut of production shall be withheld only from the working
ntereats share of production, and no costs or charges shall
e withheld from production attributable to royalty intaresta.

{12) That all proceeds from praduction from the subject
#ell which are not disbursed for any reason shall immediately
be placed in escrow in San Juan County, New Mexico, to be psaid
| o the true ownsr thersof upon demand and proof of ownership;
hat the operator shall notify the Divieion of the rarme and
ddress of said eacrow agent within 30 days from the date of
itst deposit with sald escrow agent. , !

&
,,‘:”N_EWM S —

S

; (13) That jurisdiction of this cause is retained for ths
’pntry of such further orders as the Division may deem nscessary.

i

l
| DONE at Santa Fe, New Mexico, on ths day and year herein-
goolgnated.

STATE OF NEW MEXIC?
IL CONSERVATIONDIVISION
{/ - 2¥‘4f’gﬂj

/JDE D.

" // Dirsctor

AMEY

1rd/
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Docket No. 14-81

Dockets Kos., 15-81 and 16-81 are tentatively set for May 6 and 20, 19817 Applications for hearing must be
filed at least 22 days in advance of hearing date.

‘DOCKET: EXAMINER HEARING -~ WEDNESDAY - APRIL 22, 1981

9 A,H. - OIL CONSERVATION DIVISION CONFERENCE ROOM,
STATE LAND OFFICE BUILDING, SANTA FE, NEW MEXICO

The following cases will be heard before Daniel S. Nutter, Examiner, or Richard L. Stamets, Alternate Examiner:

CASE 7220: Application of Hcciellan 0il Corporation for a unit agreement, Chaves County, New Mexico.
Applicant, in the above-styled cause, seeks approval for the Connor Uait Area, comprising 5,120 acres,
more or less, of State and Federal lands in Township 13 South, Range 29 East.

CASE 7221: Application of Maddox Energy Corporation for a unit agreement, Eddy County, New Mexico.

Applicant, in the above-styled cause, seeks approval for the Flower Draw Unit Avea, comprising 3,760
acres, more or less, of State lands in Townships 25 and 26 South, Range 28 East.

CASE 7222: Application of GMW 0il Company for a unit agreement, Lea County, New Mexico.
‘Applicant, in the above-styled cause, seeks approval for the Starman Unit Area, ccnprxsxng 2,803 acres,

more or less, of State, Federal, and fee lands in Township 26 South, Range 35 East.
CASE 7211: (Continued from April 8, 1981, Examiner Hearing)
Application of Gulf Oil Corporation for a unit agreement, Lea County, New Mexico.

Applicant, in the above-styled cause, seeks approval for the North Rock Lake State Unit Area, compris-
ing 2,880 acres; more or less, of State land in Towaship 22 South, Range 35 East.

CASE 7223: - Application of Sun 0il Company for a dual completion and simultaneous dedication, Lea County, New

Mexico. Applicant, in the above-styled cause, seeks approval for the dual completion of a well to be
drilled in UYnit M of Section 1, Township 22 South, Range 37 East, to produce oil from the Wantz~
Granite Wash Pooi and gas from the Tubb formation and to simultanecusly dedicate the SW/4 of said Sec~
tion 1 to said well and to its Lynch Christmas Com Well No. 4 in Unit L.

el .
E 7224: Application of S & 1 il Company for cowpulsary pooling; S2a Juan County, New Maxico.
~Applicant, in the abave-styled cause, seeks an order pooling all mineral interests in all formatxons

ufiderlying the SW/&4 SW/4 of Section 2, Township 29 North, Range 15 West, to be dedicated to a well to
be drilled at a standard location thereon. Also to be considered will be the cost of drilling and
completxng said well and the allocation of the cost thereof as well as actual operating costs and
charget for supervnsxon, designation of applxcant as operator of the well, and a charge for risk ian-
volved in driiiiag seid well.

CASE 7225: Application of Knox Industries, Inc. for an unorthodox gas well locatican, Lea County, New Mexico.

Appltcant, in the above-styled ca;se, seeks approval for the unorthodox Morrow location of its Maddox
Well Wo. 1 to be driii€d 1580 feet ifrow the Souch iiae and §60 feet from the Yozt lins of Sackion 12_

Township 23 South, Range 34 East, Northeast Antelope Ridge Field, the SI2 of said Section 12 to be
dedicated to the well,

CASE 7226% Application of Enserch Exploration, Inc. for salt water disposal, Roosevelt County, New Mexico.

Applicant, in the above-styled cause, seeks authority to dispose of produced salt water into the Mon-
" _toya formation in the interval from 7902 feet to 7930 feet in its Rader Well No. 2 in Unit E of Section
32, Township 5 South, Range 33 East.

CASE 7227: Application of Alpha Twenty-One Production Company for an unorthodox gas well location and a non-

staadard proration uait, Lea County, New Mexico. Applicant, in the above-styled cause, seeks approval
of a 120~acre non-standard proration unit comprising the E/2 SW/4 and SW/4 SE/4 of Section 21, Town-
ship 21 South, Range 37 East, Hare-San Andres Gas Pool, to be dedicated to its Lansford Well No. 1 at
an unorthodox location 660 feet from the South line and 1650 feet from the West line of said Section

21.

CASE 7228: Application of Yates Petroleum Corporation for an unorthodox gas well location and simultaneous dedi-

cation, Eddy County, New Mexico. Applicant, in the abova-styled cause, seeks approval for the unorthodox
Wolfcamp-Pennsylvaniaa location of its Rio Penasco "KD' Well No. 3 to be drilled 990 feet from the

North line and 660 feet from thz East line of Section 11, Township 19 South, Range 25 East, the N/2 of
said Section 11 to be dedicated to said well and to applicant's Rio Penasco "MF" Federal Well No. 1
located in Unit F.
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CASE 7229: Application of Yates Petroleun Corporation for an unorthodox gas well location, Eddy County, New
Mexico. Applxcant, in the above-styled cause, seeks approval for the unorthodox Morrow-Pennsylvanian
location of its Sharp "QS" Com. Well No. 1 to be drilled 660 feet from the Séuth and East lines of
Section 4, Township 17 South, Range 26 East, the S/2 of gaid Section 4 to be dedicated to the well,

CASE 7184: (Continued from March 11, 1981, Examiner Hearing)

Application of Harvey E. Yates Company for compulaory pooling, Eddy County, New Mexico.

Applicant, in the above-styled cause, seels an order pooling all mineral interests in the Morrow
formation underlying the E/2 of Section 13, Township 17 South, Range 28 East, to be dedicated {o

a well to be drilled at a standard location thereon. Also to be considered will be rhe cost of
drilling and completing said well and the allocation of the cost thereof as well as actual operating
costs and ¢harges for supervision, designation of applicant as operator of the well, and a charge
for risk involved in drilling said well.

CASE 7230: Application of Caribou Four Corners, Inc. for. compulsory pooling, San Juan Comnty, New Mexico.
Applicant, in the above~-styled cause, seeks an order pooling all mineral interests in the Mesaverde
and Gallup formations underlying the $/2 SW/4 cf Section 7, Township 29 ‘North, Range 14 West, to be
dedicated to a well to be drilled at a-standard location thereon. Also to be considered will be the
cost of drilling and completing said well and the'allocation of the cost thereof as well as actual
operating costs and charges for supervision, designation of applicant as operator of the well, and a
charge for risk involved in drilling said well.

CASE 7231: Application of Caribou Four Corners, Inc. for compulsory pooling, San Juan County, New Mexico.
Applicant, in the above-styled cause, seeks an order pooling all mideral interests in the Mesaverde
and Gallup formations underlying the S/2 SE/4 of Section 11, Towvmship 29 Nortk, Range: 15 West, to be
dedicated to a well to be drilled at a standard location trereon. Also to be consxdered will be the
cost of drilling and completing said well and the allocation of the cost thereof as well as actual
operating costs and charges for supervision, desxgnatxon of applicant as operator of the well, and a
charge for risk involved in drilling said well.

CASE 7232: Application of Caribou Four Corners, Inc. for compulsory pooltng, San Juan founty, New Mexico.
Applicant, in the above-styled cause, seeks an order pooling all minerszl interests in the Mesaverde
and Gallup formations underlying the E/2 SW/4 of Section 12, Township 29 North, Range 15 West, to be
dedicated to-a well to be drilled at a standard Location thereon. Also to be consxdered will be the
cost of drilling and completing said well and the allocation of the cost thereof as well as actual
operating costs and charges for supervision, .designation of applicant as operator of the well, and a
charge for risk involved in drilling said well,

CASE 7233: Applicaticn of Rase Entaerprises Preduction Co. for directional drxllxng, Lea Councy, New Mexico.
Applicaat, in the above-styled cause, seeks authorxcy to directionaily drill ite Montiarh Wall No. 3.
the surface location of which is 2130 feet from th= South line and 1980 feet from the East line of
Section 13, Township 16 South, Range 36 East, Northeast Lovxngton-PennsylvanLan Pooi, and drill said
well ia an easterly direction to bottom it not closer than 510 feet to’'the outer boundary of the

dedlcated unit, being the N/2 SE/4 of said Section 13.

CASE 7234: Applxcat1on of cer'y 011 00mpany for a dual complecxon, Kio AfEiba vvuuu,,~¥32 Mawico, o
Applicant, in the above-styled cause, seeks approval for the dual completion of its Farmxng E Hell
*.No. 1-E located in Unit I of Section 2, Township 24 North, Range.6 Hest, to produce oil from the
Gallup forwmation thiu the '“--nn-ruhnnv annulus and gas from the Dakota formatlon thru tubing.

[




. THIS AGREENENRT, Zolered 1nto thh __.N"‘Z..QPD..__..__..__. ory of- ..~ ‘anuary __ - 1081
' Lelween l(?NA BRIMHAL}EJL_?.'..'?.' Box 414' Miuér@’ :N_,a.f_,{r!a.Xiw '87416

: . bereinafter called lessor,
i nnd___s & I OIL OQOMPANY ——— hereinafter called lessee, does witpesa:

1. Thet Jersor, Sor apd in copsiderstion' of ibe sum of ....J'EN;.ANQ.ED[lQ(L"—-“——-'--—-—-w Dollars (S.J.Ql_o_o,__),

Jo nhend patd. apd of the covenants and sgreements bereinsfter contained to de perforined by tbe Jessee, has this day granted and leased
and hereby rrants, Jeases and lels unw the Jessee for the yurpose of mining snd operatibg jor and producing O}l snd gas, casingberd gas
and casipghesd pasoline, laying pipe Nnes, bui)dmg tanks, storing o}, DUIIGIDE power siations, lelephone lines and odiber structtures thereon
10 produce, save, tsXe care of and meoufrcture 8l of such subsiances, snd _lor housing and boarding employees, the following described
iract of 1znd in _~§an~qlla.‘n,__~’. County, New Mexico e e 1o-wit:
TRACT 1: 3.90+ acres, situate in the SW/4 SW/4 of Section 2, T29N, R1SW,
NMPM, San Juan County, New Mexioo -being described as follows:
BEGINNING at a point which is 544.00'.N89°07'36"E from the SW Corner

of said Section 2. Said point being in the center of County R4 No. 62.

THENCE: NO°39'12"E, 1318.24°'; .
THENCE: NB89°28'42"E, 128.27'; o
THENCE: S0°25'10"W, '1317.43' to a point in the center of County Rd. No. 6Z;
THENCE: $89°07'36"W algng said centerline 129.18' to the point of beginning.

|
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—_—— 4 - e
v 9.0, 0. 0.5.0,0.0.0.0.0.6:0.9.0.0.:) 3, 0.0 0.8 .00 8 2860 S, ‘and copnteining .- 3.90 -
e . snd this Jease shall snclude s1} }ands owned by lessor adjacent to the lands bereln perticularly described. - B
ek ; 2. This lesse shall remain ip force for & term of One‘(l)yw. 8nd as long thereafter as oll. gas, casipghead gas, casinghead gasoline
or any of them 1s produced B . L . ) ) K N -
3. The lesser, shall deliver to the credlt of the lessor as royalty, free of cost, Sn the pipe llne to which.lessee may connect -its wells
the eqyn), - if pari of all o} productd and saved from. the Jeased premises, or at the lessee’s optlon, may pay to the lessor for
sveh - - 4 + royalty the market price for 011 of lixe grade and gravity prevalling on the day such oll & run into the pipe line, or into
. : storage teoks. . . . -

. 4. The Jlessee shall pay lessor, as torall %' 4,, <~ O0f -‘the proceeds from the sale of the gas. as such, for gas from wells where gos
only s found, snd where pot sold shall pa_v.?z .~ Py ANDUI as yoyalty Irom eachb such well. and while such royalty is so pajd scch
well shal} be held to be "a producing wel)l under psaragrsph pumbered tw'0 bereof, .The lessor to bave gas free of charge from any gas well

: on the leased premises for stoves and ipside ligbts 1o the princdpa) 4 welllng bouse on sald ]lend by makipg his owr connetilons with the
o well, the use of suid gas to be at the Jessors sole risk and expense. The lessee sball ply lessor for gas produvced from any ol) well and
vsed by tbhe lessee JOor the mapuiacture 0f pasolipe o 3Dy  otber pPro 35 FOyally, /."'_"-* -of the marker vslue of such gas st the

mouth of the well. If sald gas is sold by the lessee, thep, as royal - of the proceeds of the xale thereof. H

: 5. This 011 and Gas Iease 1S a paid :E‘pj%a?:%:m, nsald_tandan o betoc

R 2 Tt s
AT thal) terminate as to DOth parties, unless the lessee shall op OF beiore this dstz, pay Or tender to tbe lessor or !Mr
T e e

are the lessor's agent and shall continue as the Of any and al)l sums payadble under]
the rentsls to accrue thereunder, the sum of . . |

Nt

acres, ymore or Jess,

in the__..._  __ -T¥
21s successors, which banl and 1is

—Dolers (¢.______ - ) which shall operaie as
©of ope year. 1p llke rmepner and upon

mmencerment of drilling- operations

34
}3ne payments or ienders, the 2 =eTicemtnt OF drilling operstions may be furthes dejerred o5

z T £ successively. All psyment
cpéck. or daraft of lesset or 8p¥y assignee thereof, malled or delivered on or bejore ! psviog . date. Noid

©r tenders may be r : a ore Thr—ed
withtiansss death of “the lessor. .or his successor in Intezect the.parment - 8r iDL &7 Féniais in tbe menper pr’W

o memr  Am _ 4wp ptemc’ Apcigapc Hysratany ot s Aemletovvavaer F glia wawoan
¢ 17 &1 8DF time Priof 10 the dircovery of ol or gax on this land end durlng the term of this Jesse. the lessee shall drill. 8 dry hole.
or holes op this Jand. this Je2se shel)l not tsrrmipale, provided operations Jor the driling of 3 weli. ¢hall bt commenced  Wwithin twelve
minths (rotn the expiration "¢ the l2st rental period Jof which rentz} has been paig, provided that within s3!d perfod the lessee
Bep:ins Or yecurnes,tht pavmenti. o7. reDials ip ibe manner eangd amownt B2l 25330 BIO €4, efid i0 tnis event the preceding pzrecrephs
. s.eren? gOVErMIDE tbe pa¥menl Of septals end the manper and efect thereo? shell conllnue i foree. .

. 1+ 3m-cese. sald Jessor owns a Jess ipterestiin 1hbe above described lind tbap the entire 2pd undivided fee simiple estate thereln, then
‘rqme yoreliier end Tenisls herein provided for ghall be pald the salc Jessor only in the proportior which nis intlerest bears 1o tbe whole
zng andivided fee. . ) T ST . .
) & Thne lessee ghzll have the right to use free oOf cost, gas. &,\‘inc water found or szid lspd for its operations thereon, excepi water
the 7 e’ of the Jessor. When required by lessor, the desser"2/5all bury pipe lines below plow dépih 2nd shzll pay Jor dzege caured
rstions 10 growing crops on s2id land. No well shall L - 2rilled nearer than 20D feei to the bouse or bzyn DOW OB $s1C .premises
=iter cOnssnt Of the lessor. Lessee shel) bave ithe yigb!l.st any tumwe Juripg of 2fter the expliration of this lease to remove all
zxiures. houses. bu'ldings 2nd other structures placed on sa2id premises. incduding tbe right to craw and yemove el ca2sing.
. the estete Of e€libor party Dherew s sssigned (end the privilege of exsigning in whole or ip part Is expressly zliowed). the cov-
12 Lered? «nell exiend 10 ine heirs, executlors. sCmirpisiretors, e\iccessors encd 2:siEns, but no chsnge of owpership Ip the 1edd or in
¢cr roralites shel) bt bindipg op the lessee ubtll afier n' lick o the lessee snd 1t hes been furnisbed with ithe wuiiten trzosfer
or & . ctriified copy thereoi. 1In tbe esedt tpfs Jeage § el be 2:4ighed 3s 10 2 perl or zs W paris ©f the sbove descrived
< holder ©r owner of ap¥ such Prrt oF pamis shall fel) or make}'delzvIl Ib tbe prrmeni” of the proporiicnaie part ol the
e him oF ihem. such defzull shell DOl operate 1o defeat or efiec ythls Jease ID £0 far es JL covers B part oF paris of seid
¥ rich 1ne sA¥& Yesses ©F i 25sigdit hered! £hill make duve paymest o xS sesiels. I 81 wny imt there be 2s Mm2RY 28 four pertles
cernt2ls O Foyzililes. Jessee ey wibhoO)d pzimnenis thereof wunisss epd LDt el parifes desigmate, D writlog. $D x yesu-ialtle
10 br Ajed WIth e Jeises, 2 COMMOB 22¢Dd1 W0 Teczive 21l payments due hereunder, end w execule division end ransfer osdess
s ¢ zald parires, £nd thelr respective succe £sos 1o title. N

10 Yorscr NEreST WETIzNts ppd 2riees 10 cefend the title 10 ibe 1and bereln described 2nd spvees thetl the lessee, 20 e cpilon
Tz27 pay  end Cisilaffe. DY ieXxes, INOrifages, ©F O.her Jlens ex!siipg, Jevied, Or 2ssersed on oOr ageinsi ibe above described lands wnc.
Th o Evemo 31 exercises such’ opilon. 3t shzll be fubrogeled W the righis of any Lolder o bolders thereo! tTd may relmburse jtsel! by £pplring
10 the ci:charge Of $DF Suck morigage, Ux OF ©O1bts ez, epy rOFslly OF renisls sccrulng berevnder.

311, Nerwithrianding anvihing 1D this lrese cOCiAlped 10 the contrery, 3% Is expressly rgveed thst 31 lessee shall coxrmence &nilliing
Anernsions 2t £0F time wEle thic Jemse is 35 force. th!s leese ehal remn2ip Ip Jorce $6d Sts lerzb shall contipue 50 JODE 25 such oprrstions
LT prosecuied 2nc. 3 prouciion resulis thereirom, thep as lodg es producilon ceoilbues.

12 17 within tbe RIimMsry 1ero ©f this leuse Profuctlor op yhe leased premise: shsl) ceese from muy czute, this Jezse shall mol terzi-

nate proviéed cperationf o3 ke osliNDg of 3 well ebell be cor.mencad’ before or on the Text erxsuing repial psying date; ©T, promiced

lrssre Defins ©F resumes tbe psrment © renisls 1b the menper &=7 eount hr-~'nbefore provided. 1. zfter ithe expiratiop o7 the primary

1o O this Jesse, production oD the Jeesed prexnises shal) cexr, O aDF au : this Jeese shall pol terminate provided Jessee Tesupes

o . operaiions for énlling 'a wel) within sinty {50) daFs frum such ces<atiod. apd this Jerse shall recaip 1p Jorce during the prosecuiion of
. such openitions aud. Y - produclon results therefsom, then as Jor Az productit  contibues. . . .

33. 17 the lessed prernises shall bereafter be owned In severalty 07 1D sepsrate tracts, the premises, pevertheless, shal) bz developed

ané O~ersted ms oper lemse and mll roFaltles secruing berrunder shall be trealed 3 oD edUrety ané ehall be ‘divided smonp and paid

to such 3e-prmte OWDer¥ In lbe pProporuion ibal the acresge owned DY esch such sepsrate ownes bears o the entire lessed acreape.

Tprye shall DE. nO oblEstlon op the part of the lJessec 1o 0J%el wells ©on reprrate tracls Inlo which the Jand. covered by this lease

moy De - Rrreafrer ‘CIvI0ed by . asle, Gevise. 05 otbersie,.or 10 SurDish’ gepArate measuriog O receIviDL 1anX5. - J1 18 hereby apyeed thsi

29 ihe eve }-be agsigned rts of the adbore described )ands. apd the holder or owner of anr &urh

A . ahat Y . ewp.. tevalre dafanle .87 5 SRGitionaie—pRi-0i—the “rect”doe” Srom hlm “of ihemn, sUcd defaue

T mies S UpCTmIt W ucitmi U1 abeGi -ty icssc ju ko isi-m3 it covers B part OF PATWOTS816°1ANOTUBGD WHIEHh the £ajd Yexsee OF £DY sisifdre

&nsll make dur parment of rald rentals. If Bl aD§ Ume there ‘bt A3 mMany as° Sour pariles entitied to  ryenwle Or rovalties,

parties desigmate, Yo WrStIpg, ib a recordadle Instrument to be filed with

ReTrOT
mer wNhhold psYments thereo! unlex snd until all
Jewrr, & COTINONR: BCENT 10 recelve 8]} piyments cue herevpder, and to extcule AiTiSIOn ADG transfer Orders On behal Of sald pImties.

theis rEPactive sucoessors In tille, )

lrom

TS P61 b B DN I N e

m tine 10 time surrender thisilesse st o aRY part or parts of the leased premises by delivesing

rispe MPY A1 8DT time And fro
e, 1 ‘ of by placing & releese Lhereo! of record in the proper county,

stting 8 rU)erse theredof 10 the lessor,
Taca Jezre i 3] hir wime eregitent and cUinulxtlons 1> Al exiend 1o and be birnding on )] succesors ©f aul6 lextor or lessee.
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- used by the jessee for the manufacture of geasoline or &ny Other pro a5 roralty.

THIS AGHEEMENRT, Enlered Into thhs __._..-.-.?._(_).tb_..,__._-..o-y oo lADUATY. 8 1081
IONA BRIMHALL, P. O. Box 414, Fruitland, New Mexico ’8741'6

FET IR T 7 3 - o O S A R

. 7 i . berelpafier called lessor,
S & - Ol CC’MPA_N__’Y_ ] hereinafter called lesaee, does witness:

and -
). That letsor. for and ip consideration of tbe sum of ,,_TEN LAV o n e e e T T T Dollars (8 lQ._QQ__).
Io hend piald, apd ©Of tht cOVENADLE and agreemenis bereinafter contsined to be perforrued by tbe lesser, has this day granted and leased

snd hereby rranis, Jeases and lets unto the lessee for the pwpose of mining snd opersting for sand produciog o}l and gas, casingbead gas
and casipghead gasoline, lsring pipe Hnes, bulldluf tanks, sworing ofl, buliding powzr statlops, telephone lines snd othar structurés théreon
cture all of such substances, 2nd for houslng apd boarding employees, tbe followlpg described

10 produce, save, take care of and mauufa 1
San J_\_J_E?n___.k_,. County, _Eg"y,._me‘l(l@w_ ...... e 1o-wit:

tract of lepd fp. SO

TRACT 1: 3.90+ acres, situate in the SW/4 SW/4 of Section 2, T29N, R15W,
NMPM, San Juan County, New Mexico being described as follows:
BEGINNING at a point which is 544.00'. N89°07'36"E from the SW Corner
of said Section 2. Said point being in the center of County R3 No. 62.

THENCE: NO°39'12"E, 1318.24'; .
THENCE: N89°28'42"E, 128.27'; -
THENCE: $S0°25'10"W, '1317.43' to a point in the center of County Rd. No. '62;.
THENCE: S89°07'36"W alqgng said centerline 129.18' to the point of beginning.

NI

SRS N s e e e e

OiL CGMNSERVATION DIVISION B
EXHBIT NO.__ {

CsENo,___JRAN

s .,
kl

500 COBDSIK ‘4nd containing _;_.g.'_.gi‘.jac:es, more or Jess,
vds berein perticularly described. | - . M

¥ ® O B ATIO Y0P 0.8:9.0.0.0.9.8.0.0.8.0. 5
spd ihfs Jease shal) include 81l Jands owned by lessor adjacent to the )2 -
2." This Jeese shall res. in in force for & term of ONE(1)year 8ne as loong thercafter s oll, gas, c2sloghead g
or any of them is produced. —— oo - :
3. Tbe Jesses, shell deliver to the credit of the lessor as royalty, free pf cost, In' the pipe line to which.lessee may conpect -its wells
srt of 211 oll produced and sasved from the Jeased premises, or at the lessee's option, may pay to the” lessor for

the eqpa) .- @ P
sucb»‘.t}4. . = royalty the market pirice for o}l of like grade and Bravity prevailing cn the day such oil s run into the pipe line, or into

storage tavks, d - .
4. ‘The )essee shall pay lessor, as roralt %_/4 .~ = 0f ‘the proceeds from the sale of the gas, as such, 1OT gas Srom Wells where gas
only 3s found, and where Dot sold shall pay.§.2 .—. DEF 8DDUIM as royaity Irom each suc. well, snd while such Jormlty is 50 psid such
well sball be held to be’'s produsing well under paragraph bDumbered two hereof, .The )essor 1o have gas free of charge 1rom any gas well
on the leased premises for stoves snd inside lights in the principal d wellinz bouse on safd land by making his own connections with the
well, the vse of satd gas to be st the lessor's sole risk and expense. The lessee shall ply lessor for gas produced jrom any oll well svd
/-*:"" -0f the msrket value of such gas at the

- 0f the proceeds of tbe zale thereof. A

casinghead gasoline

mouth of the well. If safd gas is s0ld by the lessee. then.:as royu?- .
This 0il and Cas Ieasg 1S 2 paic—p Jeast

o 2% 2 .
Lt B Tty Il a0 EE AP I Pl Sy gaptyaged A anosatd dond on oo Salare

rental sand cover the rrivilege of deferrinc mimenceoent of druling- operations
Py

- s LngnatisnT

Lo Yosea ch2)) termipste a3 to both parties, ubless the lessee sha))l on or belore this date, psy or tender to tbe lessor or W’
: Sank B - .

are the lessor's agent and shall contipue as the

the rentals t> accrve thereunder, the sum of

0! any and al]l surns payable under

n the . i

18 successors, which bapnX and Jis

_Dolars (8. - ) whicdh shall operate as

] ore ©! one year.. In llke manner snd upon
iine pavinents or tenders, the wrericement. 0f Arllling openations moay be further deferred for 5. successively. All payments
or tenders may :-be road Coeck o ‘draft of )essee Or apy assighee thereof, majled or deltvered op oF belore oo - _paying dste. No:d
With 2T s Geath of the lessor.~.or. bis successor fn Interect. ¢h2 TLImMISL 7 1ERdei O reblals in 1bt menncr PriTTe ce shell
- — b e STp heltri  Apricpus sy vtiee ant s fredeircamenvg NF gioh _nerpoon -

smopths -froem the expiration of the last rental period for which rental has been paid. Or pr.

IRV EGt CPPrAte to Otf€at Or afect

¢ 1! &1 apy time prior 10 the discovery of Ol Or gas on this land and during the t2rm of this Jease, the lesseze sball drill s dry bole.

©r bolss op this Jend. this lezst shel) not termibate. provided operations for tbe drilling of s weli shall be commenced within twelve

ovided | thast within sajd period the lessee
negsne o recumes the pzyment_of rentals in. thy manner end smmcoust 2orils 2Lo3e pidiided; 200 1D 1pis eveni the preceding pzregrephs
7 ereo?! govermiDE ibe payment ©Of réptals 2nd the manper apd effect theredo! shall continue 1o force. . .

. 1p cese seid lessor owns & Jess interest in ihe sbove described Jand than the entire apd undirided fee simple esiate thereln, thep
1he rovtliles end remisls hereln provided for shall be pald the s21€ Jessor only in the proportioz which his interest besrs 10 the wbole
L& uncivided fee, D !

£  Thne isssee shzl) have the right to use free of cost, ges, 0] end wsiler found cr szid lsnd for 11s operaticns thereon, except watler
som the Tells of the lessor. When required by lessor, the Jessee £hal) bury pipe Mipes below plow depillh end eball pay for diTizye cauveed

- 3ts operstions 1o growipg crops oo sa2id land. No well shall be drjlled mezrer than 200 Scet 1o the bouse or barm DOW OB 5816 premises
.t =miten consapt of the lessor. Lessee. shell bave ibe yight At any tume during oF zfter the expiration of tbls lease w0 remove all
resy. Sxiures. houses. bulldings 2zndé other structures placed op said premises, incdduding the right to Craw apnd yermnove &!) ca2sing.

S 32.1ihe -estele Of €liher party berero is assigned (ené tbe privilege of zssigning in ¥hole or o part Is expressly allowed). the cov-
e27 «nell exiend to itne neirs, executors, admipisivetors, g ccessors znd 2:81EnS. but oo chepnge of owpership in the lead or io
« ©r roralites shell be DINZ!DE op iht lesset WD) afwer poilce W ibe Jesset 2pd 31 hes been Jurnisbed wWith the wWIitlen: trzosier
\ert Or & CcETiified cops thereof. . In ibe evedt thls Jezase shel}l be 2ssigned 2s to 2 perl or es o parts of the ebove described
wne holder o owne:r of sny fuch pert of parte shall fay) or make defaull in the pryiment’ of the proporiicnate part oI the
yzem Rt or ihem. such defzull shell not operate w defeat or sfiect this Jease S g0 fay 2% It cOvers » PRri or pzris Of seid
wrhieh ine sald lessee OF 2N essignee hereo! mnke Cue paymest of <afd reoiels. 1f &1 zay time there be 2 m2Dy 28 four prriies
= 16 rtzizls O: rFoyzlites. Jessee may wWithhoM Pz Tneniu there of unless 2né unill ell pariles designale, 3D wINIDE. D & yelltZalle
0t 10 bt Sied Witk 1ne Jesses, 2 COMTNOD 2R€D1 10 Jresive el) payments Gue hercunder, and to execute Giviston 2nd “rzbsier ordess
232 pf said pariies, £28 thelr yespeclive SULCELISONS 1 title. .
Lzsscr herebT Wariznts rod egiees to defend the 1itle 10 ibe Yand herein described end sgress thst the Jessee. 23t s oplion.
arpe zny izxes, ImoOrigages, ©OF other lens ex!s:ing, levied, or exrersed on or sgrins: the sbove describsd Javds end.

10
T2y pey  e2d- disch
ir. evemt 31 exercises ruch cpifon, 1t shzll be sudrugsled 1o ihe rigbts of epy Lolder o bolders thereo! cré mey relmburse Jtse)f by £ppliivg
10 1he Ciichirge ©f DY sUCE ImoOriFage. te2x O Oibel lien, &py yoFelty or rentels sccrulpg berecnder.

311 Neisithetznding ao¥tBIng D this Jeese SoZixined 1o the coptrary, it 1s expressly sgreed tbat Jf lessee sdall commepce drilling
rnprazione 23 £0F Lime wEie this Jeese 15 In Jorce, th!s Jeese thall rerm2)p D force and Jis rerm shel) continue £0 1ODE as such opersvions
Y srcuied :pE. 17 profucilon resulis therelrom, thep as Jodg 28 produciion cecilbues.

17 withic tbe Primsry 1es7o ©f this lease procduciion op the leased premice: shall cesse from =H¥ crute, thls Jezse shall nol terd-
the ArMlipg of » wel thell be ecormmepcad before or or ibe DeXt ecsSuipg repial Psying date: oI, provicded
*he rmsnper s—~4 tmount bLr-~mbefore provided. 1. sfrer ithe zIpiration ©f the primary
“his Jease shall po: tesminate provided lessee yeswoer
operaiions for Ariiog a well within EIxty (60) ¢33 Srom such ces<atfon. apd this Jeese shell yermain Ip Sorce duripg the prosecution of
rucd operstions g1d, 1f produciion results therelirom, then s 101  a: productic  codiipues. . .

13, I the Jerted premises sha)) beseajter be o¥DEd In seyeraliy O D stpsrale tracts, the premises, nevertheless, shal) bt developed
sng opersted as ope lease and all rvorahtles sccrulpg hercundes sball be lrealed a5 zr entirety and ehall be divided among and prid
1o such stretale owperd ID 1be Proporuob thst the acresge ovved by each such scparate owner bears 10 the edtire leased sacreage.
Trere the) be no oblifstion on the part of the lessec w0 odset wells ©on reprrate tracts INto which the land covered by tbis Jease
oy be neteafier ¢ivided - br sale, devise, or oibersisz, .or to Jur nish separale measuring 07 receiv™IDL 1anXs. - It is hereby sgreed thatl
the rredt this lezse shal) be amsigned a5 10 & pant or a3 10 parts Of the abore described Jsnds, and the holder or ovner ¢! apy such

oF rarizighallzfall oy maks Aefanly in the neym af e Ere H PO 3 é5i- Gue—irom - Pitn--oF - oo, suth - orisuit

3 is Jease It KO as it covers part or partx of sat¢ 1ano upon which the £314 lesser Or 2Dy BisiEDee
I{ sl aDy time there be as many as Sour parttes entilled to Tepntals O rovalires,
desipnate, )a wTilIng, ID 8 recordadle Jostrument 0 be Dled with
angd 1o exrcute AITISIOD AaDJ Trensgter orders on behall of k814 parites.

12
nate provided cperallodE fOr
lescer Def!Ds OF resumes itbe payTient ol rentals Ip
127mn 07 3hig lesse, productior op the Jeesed premises shall cear. I ADY "AL :,

GEIE jrriec me--enid

F=re

Rerea? &%8)) maxe due DPaYmenl of rAld repuals.
lexset M3y WILRNCOI4 payments thereof uniexs and until all partles
swp lexisr. A fOTIPON aRENL 1O reczive 2}l payments due hercunder,
ape heir respective succestore In Litde.

14 lstsed Y AT RDY UMP anDG from win? 10 time summender this Iessr 3t 10 ADRY PATL Or parts 0 ¢he leased premises by dellrering
a¢ 8 rederse thereof to the lessor. or by placing & reitese LR ere0! 0f record In the proper coupty.

. el Yenee rr@ N Ny tezmr. rincCitlons, and ciipulatlons > AM erirnd to and br dIncIng on Al succexn0rs of snld Jescor or lessre.




18, This le.ae shali ant be terminated. o anote or in part, nor 3sball lessce be held llavie :n dan ages, [or fallure 20 cuompiv aiin tae
e1pivas or iciplied covenants hereof, Uf complinnce therewith s prevented by, or 47 such ailure ts tne result of, 3ny Federsl or State lawy
execulive oraers, ules, or regulutions, If, at the ecd of the primary lerm hereof, such term has 0ot beea exiended by procuciiva of
dritiing as (0 this {ease provided, snd lessee. by ceason of sny of the sbove recited causes, 13 unabie to diill a8 »ell oa the iersed
prexises [or oIl Or gas, tle primary tecm snd the reatal provision he redl snall be eatended sutomutically from yest tO yenr untii the 3t
azaivessary hereof occusring olinety 190} or more days {ollowing the temovat of sych delaying cause. During any period that lessee §y
uzadle 10 praauce andsor market any peoqucts from the leased premises by reason of sny of the above reciled causes. this lewse snsll
remsin e (ull (orce and eCect, .

13. Less2e 15 hecedy glven the right st its option, &t aoy time a0d from time to time, to pool or unitize all or ~ny part or parl
of ihe adove descrided tatd with othec land. lease, or lesses in the tmmediate vicinity thereol. such pooling to be 1pto units oot ex:

ceediag the muplmum 11ze tract on which & well may be drilled under laws, niles, or regulatinns in force at the tume of such poolisk
or umiizaiion: provided. however. that such units may exceed such minimum by not more than ten acres If such  excess 13 Decesdan

n order %0 conform to ownership subdivisions or lease ilnes. Lessee shall exercise sald option., as (o each desired wunit, by executiiy
and secordiag Ao insirumeot identfying the upitized ares. Any well drilled or operatlufis coaduc:ed on any part of eich suci uail
snall bE cocsmcered: a well dnlled or opecations conducted under th Is lease, end there sha'l be allocited to the poctton of the abave
de.c yed {aad tacluded In aay such uaolt such pronaciioa of the sctual productton from all we 1 0a such uatt as lessor’s :aterest, 1t anj7, 'a
such porilon, computed OO0 2n acreage basis, bears to the entlte acreage of such unit. And it 1s understood and sgreed 1dbat the produciin
w3 ) cned shall be coosidered for sll purposes, tncluding the pay ment oc delivery of sor .!*, to be the entite produciion trom Ne
poriita Jf the above described isnd Included 1n such unit In the same manaer as though proadced from the dbove described tand unz~

the terxis of this lease.

IN WITNESS WHEREOF, we sign the day and year fArst atove wntt-en. .

—— R e R R et et bbb e LR _6.«.......-.»-----.--0—--.---,"-.a..;eé_i.{;l_.-_in her mlé' T
and separate property . . ... . -

SRR R R ;

STATE oF..__. NEW MEXTQO

: N ACKNOWLECGMENT FOR INDIVIDUAL ;
COUNTY OF SANJUAN_} o ]
' Before me. the undersigned. a Notary Public, within ard fcr said County and _Stéte. on this . U I
day 3’---"——-—~——---~—----=-—-~-~—~-——~—--w-—m..--.._;.-.....w. 19 f3_l_ perscnally appeared___:_‘;0_.~NA____._B,RD____l_[H-.__:’,\LL_._.,-___..._._.__._._.,.
to me personally known\ to be the identical pérscr. .. who éxecuted _the within andb fofegoinz instrument and acknowl-
edged to me that_She . executed the same as _‘__.,b..el:'_;-free and voluntary act and deed for the uses and purposes
, therein set forth: - o - N o S -~ ‘ ‘
o , © IN WITNESS WHEREOF, I have hereunto set my hand and official seal the day and year last above written.
My commission expires__.___ - . : . . N
. T S A T ST . h.tl -7t Notary Public
. -.\ ”“r—lg . . . e ‘U' - : . ;
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STATE OF..._.. e i : —. ' : ’ - :
S T . E > SS ACKNOWELEDGMENT TOR INDIVIDUAL
COUNTY OF . e e e ane ver s e erene e,
Before me, the undersigned, 2 Notary Public, within and for said County and State, on this___. = -
‘ day of e S Lo - . 19...____, perscraily appeared
and....—... e e e e mer et .
S to me peisonally “known io Ue-tie ideutical péison ... wha syssutad the within and foregoing Instrument and acknowl-
P edged -to- me that..........executed the same as ..........Jree and voluntary act and deed for the uses and purposes )
' therein set forth. ) Do '
™ WI:PNESS WHEREOP, I have hereunto szet my hand and official seal the day a‘nd year last above written,
My commisston expives. .. .. et eb et et aem bt oAt et sen ntan e nenn s on e hatre reaenenentes et e e e e m <

’ Notary Pu~bl{c

B i —— o . . H
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Firet s mamages:

TMIS AGAITNERT, Fataed ioto 1) " 20&3 ésy Of oo —_Jdar .uary ) -

MOANE L. HATTEMER and FREDERICK L. HATTEMER and M. NE L. HATTEMER, Hushand and
teiween..
wife, Joint Teénants, Whinse aodress 1s 4836 Hest 138th Strcet, Hawthome,z,California

90250 .

b1 81

. . : . ) _ bereinafter called Jessor,

r.nd.._..s & 1 QEEJ QOMPANY y . : berelnsfier called Jeseee, does wWiipess:
TEN AND NO/100 ~=————=m—m—m—eee e 13.10.00

1. T=at dersor, Sor wpd Ip considerstion of ihe sum of
mané patd, Lud of 1he covendnls £nd egrremepls bereinaltes copteined 10 be periormed by ibe Jessee, hxs 1his 4Ly granted and Tevsed
mintng endé oprrating 1or and producing ol) apd ;u. casingberd gaa

i 7

ar:d Lrredv £rents, Jesses 8NG 1ol UpLo the Jeisee SOr tbe prupuse of
ane 6-5initaad gpesoline, laYipg pipe Mnex, bullding t:pks, sioriog ol ...mf‘mg power siklidps, \rlephore )ioes apd otber siructwes ihereon
1Y d ;.:nn:u. tnve, Lrke care of and medulcecture all of such subsiences, &6 Sor houting spd bosrding employees, lbhe folowipg dricribed
c:act OF lang YD L. __%?‘P~.Juan._,_.“-.,___-_‘,_ Counpty, New Mexico to-wit:
TRACT 6: 3.89+ acres, 31tuate in the SW/4 SW/4 of Section 2, T29N, RI5W, NMPM,

San Juan County, New Mexico, being described as follows: Beginning at a pomt which

is 1189.90' K89°07'36"E from the SW Corner of said Sec. 2, said point being in the
center of Co. Rd. No. 62; THENCE: N0°27'30"E, 1314.19'; THENCE: N89°28' 42"E, 128.27';
THENCE: S0°25'10"W, 1313.38' to a point in the center of Co. R4d. No. 62;

THENCE: 889°07 36"W along said centerllne 129.18' to the point of bagmnmg S

e ——

e inATTe
-

- ;g;;:;?“‘“““.w.m MUTTER |
" ol CONSE

o

RVATION DIVISE ON

XA (XX and conteining 2+ - 89 scres more or le.ss.
lands owned by lessor adjacent to Lhe hnds hercln pnn!cular)y described. - - o
apd as Jong thereafter as o)l gas, ms.nghead g8s, cashghead gm!lne

=Dd th!s 1
2. This lesse shall remein in force for a term. of one l)!el'

or any of them s produced. .
al} deliver to the credlt of tbe ):ssor as royaltv “free of oosl in tbe pipe line to which lessee may connect its wells

3. Tbe les
the eq al - _si/ah part of sl oll produced and ssved from the Jessed premises, or &t the lessee’s option, may . pay to the lessor for
such 1 4ks -~ royalty the market price for ofl of like grade and gravity prevnumg on tbe day such ol. is run into the plpe Mine,-or into
storage ter

4. The lessee. shall .pay lessor, As roya\ty 4 . . of the proceeds trom the sale of the ga.s as such, for ges from walls where g
only 15 found, and where not sold shall pay per anpum as royzity from each such well, and while such royalty is so paid sceh
wel) shall be Held to be.s producing well under paragraph numbered two hereof. The lessor to ‘bave gas free of charge from apy gas well
on the leased” prémises for stoves apd Inside lights in the pripcipa) dwelllpg house on said and by making bis own connectiopy with the

well, the use-0f sald gas 16 be at the lessor's sole risk spd expenss, The lessee shsll pay z:- lessor to;bgus produuc:l from apy ot well and
of ¢ market value 0 such gas at the

used. by the lesses Jor the manufsacture Of gasollne or any oiber produi/f royaltts;;.
<= 0f e Proceeds of the sale thereof.

'}éﬁal snd cOver inr _Friviiege ol geien
cement of drilling -operations may bt further deferzed for

mouth of the well. Jf sald gas is s0ld DY the lessee, then, &s soval

-.5. This 01l Gas lease 1s a pal -up lease.-

Ea 2 mnperadlncar Come g AV Em A F o o3 f = . S e PR T IeY

T chall terminaie as to beih parties, unles the jessee shall on or before this dntc psay or tender to the W
i the Bank at or
1ts succeseors, which bank &Dd io T are the lessor’s sgent and shall conllnue BE the depo—>ory—0T any and all sums paysble under
th's lease, regardless of chapges of o_wnershlp in sﬂd a he ol 8n -7 tbe rentals 10 sccrue thereunder, the sum of _

: . Doliars (8. ) which shall operate as

“in liXe manner and upon
successively. All pzsments

oi obe yERT.

s e
ire. TommeDcement O] driiling operations .Ol’

11ke paymenls oOr 1enders 1 g
0: tenders mav- Ds _ied==TY check or draft of Jessee or aps assigpee thereof, meiled or delivered -on or bdbefore ihLT
Tfie ceatbh of the lessor, or kis successor in iptesest. the pa\m:nt or tender ©f reptals Ln the me&nncr prov,crs

WPt he o e
= Seogsssiori £l 2N spvenr

e G o R e b CES cxd Lo

Trrere AMLH

any. ume pritr 10 1br discovery 01 01l .or.czs or ibis Iz nd and Buripe . the irrm of thizs.Yaans. ths Yeccis chall! m-m 'S 6'1- holr.

‘this Jlerd. this Jezse shell DoOL tefmnipate, prorided orerzifors 1oy 1be ardling of 8. well shsll be commenced wihin :we)vs

m the erp:Taiiop of the Jast rentel period for which rental has -been patd,: or provided that within sajd period “the Jessee

or resumes tht pzrment of reciels 1o the menper end zmeust hersin £bove provided: 2nd in this event 1be preceding.piragrzphs
7icred? governIGE 1he paywiEnt of yecials znd the manper znd efect ihereo! shsll codiinut ix force.

7w, 1z cese ssid lessor owns ¢ Jess interes: in the zbove descrtbed Jacd thap the eniire rpd undivided  fer stmplt estate thereln, then

‘Liner NS yenials nerein provided for shzll be p:zié tbr rald jessor cxly m lht >tportior wiich iT4s Interest besrs to the whole

idec fee.

Thne lersee shan hzve the Fight 10 use fres of cost. ges. oOl} rnc wsetler Mund oz sui¢ lapd for 3ts operations thereon, exces: weler
:,-o-v the tele of the lessor., Then reguired by lessor, ine lessee £z}l bury pips lines beiow plow depth s&nd shall pay for cdzomaepe caused
firalions 10 grOWIDE CFops 03 said land. No well shall be <iled Dezre:r thaxr 202 Jc2l 1o (e bouset Or bern LOW OD said prenises
arites - censent of the le2rsor. Lecsee she)) have -the rigbt 21 any iime during or efter ine e3piration of this lease ¢ tmove el
aTures, houses, pulldings 2nd  other sirvciures pleced On sald prercises. Including tre Iifht to ¢raw epd yermote 21 casizg.
2r piris heéreto $s zec'gned (zndé the pritilege Of 2rsizding In whol: or ip part is cxsv:ss!— s}lowed). the cov-

3 DaT
€recory. pAMIDISITEILTS, EU022is0rs ind 2t<ifns, bui ro chenpe Of GITDeEr ikt 1enc er-l
DE ©D 1ht issser until ziler noillce w0 ihe lesseze end 11 bes beres furnirtied we L the wten
<heredl. I the event thics jerase shill be 2rcsigped Bs 10 & DPEFT OF 23 O PRI ©Of tbxie O
shel! feil or wLaie delzult 1ip the pryment” of mt prope 21e P

“of zny fuch piil of perl
derzult sme)! Dot

1> cefest o slect thir Jr2se In SO
~ke €Ut pETT.eTl OF <alC rentels. 10 el

therec? = .15 ¢

3 iess znd wmil e prcul
o zpeni 0 rre2live £}l pavrmerie dur herevnder, £n
ceeersors io tille.

itde to the lend hereln described EDS ersees thet the Jeskee, at fue

jerser
jessee
€1 respecil v! L3

en06 :frees o delenc the
<zxes, Tooripages, ©F o her lisns eryisll
on, ! shzll br goriorzled W the Ngdhis ©f 2ny Lolder € holders theieo! 1nd TnAY re!mdburse isell by gpzlming
¢ her lieG, 233 rorilty Or rentals rcoruipg Lereupder.
1s express)y agTeed thit §f Jessee still commence érilling
nie 50 Jonip s suth operztions

c;:ld:;
SDE. levied, 07 2:ses52d O Or br2inst 1ne £bove desoribed Jibdds £3d,

4 St exereiser fu
10 “he gischarge ©Of ETF s..cb morigare, ax or
1) Noswiihstanding epyiking Jn (his Jeese corisined to the coonirery, 1t
oresatione 2% EDY time while ihis Jesse 13 in foree. this leese sDall rem2Ip 1D force apd its werTm shslY conil
sre frrTaezuitc Lo, 7 prozuctiep Tertlts tnereirom. 1hesn rr oD 23 FTodncilodp coTilowes.
12 12 wiihdp ihe poimary lerm 0f this leese Production oD the leased premizes £:rll ceese frozr &DY c2uts, IR Jease s22]) ool et
m2ie previded cperriicns Jor the crliling os s well shall be commenced belore 07 OL 1ot next ensuing rertal piring dste: ol pronided
2rtals in the manner £hd smovot herelnbefore prunce/ 1. 22721 the expiretion O 1b: PrImnwy
tuse, thlc Jense sBhal)l DO ter” Inate provicded lrstec Jeruoer
cution of

iprare LepIns O yesumes tbe priTnest oOF
cerT €2 tDIr Jease, produziicn o> ihe )n.s“ presiises shell cease 10T &C,
cpestiicas Jor &rilitng 8 well wihip simty (60) dsys frow such cessstlon, scu wnts Jee: . %l yeralp 1p 30:ce cunibg the PO LU
sucd operstions are, J7 producrion resuite theref:om, thep as 1ong £ Prod:i 0D coatinues.

12, 17 tht dersed preraises shall hereafier be oxped §p severalty OO 1D Bei:arate oect: 1%¢ premlres, Devertheless, rhadl be e-eloped
o-ve'ued as one lense nnc si) Jonlues nccn.l,n; heseunder shall be :ruuﬂ a* aDp wurﬂy gne s‘nu b¢ drloec LmMOBE sDd pale

t =L . r=of2 By fzoXocush zrpaiTa nTm CLITAT L RARS S idisages

©D up:-nc tnru jnw rhlcb tbe hnd covere¢ by thls lrase
“l‘ l-l n:r(o" ISY“Q ‘lblk -

£3 -®~
br ho ob)xpc'iow on tbt part of 1h¢ Tewsoe to oZset we
O 10 £10NISD SEPTTAL MIPASUNIDE Ui - sccelviug 8Dk

maY be Leresiler divided by sale, devise, or ciheraase,

1= the erent this lease shal) be sasigned ‘xs 1o 8 part o7 as 0. paris of tbe above dercibed Jands, snd the holder o owner of snY such
e Eatts skall )] Or make defauli In ther paymedt 0! the propo=ionate part- 0i ht rent’ doe from him or them. suwh defauh
t wol opeTste to defert O afect thir Jemze (D RO far as 3! COVErF s DPITt Or Parts ©Of sAld 1and UPOL which thr xaid lexser Or ary essicnee
I st any time there be as many ay four partler entitled 1o renuals or rovalies,
pArties desipnate, v STINNE. 1D 8 recordable instrument to dbe fBled with
And o execule AUFISIOn ADE transfer orders ©n behall ©f xald parites,

sh '
Pe-al? shell make €Ut PAYMEDL 07 sAIC rentals,
Yerars sy WILRANROIC PrYCVENU ANereo! uniess and vntil sl
ene Yraees m €OTTIAOR AEENL 0 recelve a)) payments duve hereuhder,
ADC tMrir resprelIve sustcessors In title :
sa  1esktr TNAY KT DT Ume aRE 570 thne 10 time SUSTENArT Rl leacs pe ¢ ANY PITI O parte of the leaxed premises by delivering

Latitng B reiease thereo! 16 he irseir, Or by DIacing & Telvzst thereo! © recoré In ihe PIoprr county.
suceesors of skl6 Jrwor or lessee

s et Youie o€ 11 it aGnme rimatteny, endé alpulaticns 1) sl exvend to :né be binCing or )}

;
i
!
b
!




2 2 . _ . . w T T e S whRee wR mEEEE e meesTms e T T Sorr el @WRAT WA @f MV E WER AR AR - it
E:x_!En: 83 .0 thls lense provided, apd lessee, by reason of apy of the above recited <¢aUsrs. I3 unabdle :a c.‘:l:“:waa';l, \’;:1 ‘.r.: ‘;:ue:: . 3
premisvs (0 oil or gas. lhe prunery terin snd the rental provision beteo! shail be extended automat:caily Ifroim yeu: to rear until the frst '

azniveraary hereof occurfing olnely (901 or more days following the reinoval of such delaying cause. Durlng any period tbat iessee Is

vaable 1o produce and/or market apy products from the leased prermises by reason of any of the above recited causes, this lewse shall

remmil: 12 full fozrce and elfect, '

'l7. Lessee 13 heceby glven the right at 1ts option, st apy tune and froin time to time. tu pool or uUnitize sll Or any part Or Paris
of ihe sbhove described 1and with oldber land. lease, or Jeases In the !mmmediate vicioity thereof. such pooling to be into umts not ex-
I ihe mioimum dize tract on which a well may be drilled under laws. rules. or regulstions In force at the time of sdch poollng
or urniltziiton: provided, however, that ‘such units may exceed such minimum by Dot more than ten acres If such excess Is necessan
16 order to coniorm to owoership subdivisions ar leass tines Yoccer shatl . eversice 32ld  SpilCR. a5 I10 25ch Sesised  uait, - by <xcouling
8fd fecording aD Insirumeot ldentilying the uniiized area. Any weil drilled or operations conducied on soy part of each such ucit
shall be considered a well «-lited or operations conducted under th !s lease, and there shall be allocated to the portion of the abave
described 1and tncluded in o, such unit such proportion of the actual production from all wells on such unit as lessor's interest, [ any. la
such porilon, computed on an acrezge basls, bears Lo the entlre acreege of such unit. And It {s understood and sgreed that the producilon
so aflocated shall be conside .& for 3ll purposes, including the pay ment or delivery of royalty, to be the entire productton irom 1ihe i
?:ru?n ot l?e t'b.:o'? descridey !and !ncluded In such unit in the same manner as though produced from the above descsibed land unde: |
he terms o s lesse.

e i R I T - - -

CTTTTTTTTTTTTTTT MAXINE L. HATTEMER, dealing in her sole
. and separate property : o

 FRDERICK T TNTTRER, 35 Joint Tenant | MODE L. IATTEMER, as Joint Tenant

A e e e ‘ . . ..
STATE OF -roopm o e } <5, ACKNOWLEGGMENT FOR INDIVIDUAL
COUNTY OF.. CALIFORNIA __ ... . . _

Belgre me, the undersigned, a Notary Public. within and for said _Co{gnt:-' 2nd State, on this e

19 8 FREDERTCK L. HATTEMER

. GaF Of s y Ol perscnally appeared . I T oA ppe SO
and......___ MBXINE 'L HATTFMER, Husband and:Wife . . ... S S ~

. —————

to me personally known to be the identical persons. who execuied the within and foregoing instrumeént and acknowl-

i eaged to me that_t_h_ey_executed: the same asﬂ__.t'_h,éili_fr ee anci "véluntary act and deed for the ures and purposes
. . . - - L

iherein set forth. } ) )
3 s . -t ) e . B . 1 e = - o
: ' IN WITNESS WHEREOF.,.I. have hereunto set my hand and official . seal the~day aod year _last. above written.
- S My comunission -expires - e . — .‘_ e i Notary Foblic
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STATE OF . oot , .
: SS. ACKNOWLEDGMENT FOR INDIVIDUAL
COUNTY OF i i ime e e et et e e : '
Before me, the-undersigned, a Notary Public, within and: for said County and Stats, on this_____ ..
P day ul._ . i A __ 19._.__;_..’pcrsorially appeared _
NG - — ——— —_— —

to me personally known to be the identicé: per-son .. who executed the \i'ithin and foregoing instrument and acknowl-

] . i ‘edged to me that.. .. executed the same as _.......free- and voluntary act gndﬂfd:eed for the uses and purposes
therein set forth. e T . - I - Lo

IN WITNESS WHEREOF, I have hereunto set my hand aﬁd official seal ihe day and year last above written,

MY COIMMUSSION  EXPITES L et eitiie it rece e e oee st aaresrnes sererns ot meos e e e aas eem sme s e em 2t e mm sme b 2t e m e e #2mm &omemt e e = o et 58 e 4 6 o 2 £
. . . . Notary Public




ied snd for ulé by Rusller Tress, Farmmington, New Mextco

1MIS AGRESMENT, Fntered 1oto this the ~_-20_th e ORY O e, ADUALY,. e B,
LUCILLE M, TAYLOR of Arizona Rancho 57 ‘ovar, Holbrook, Arizona 8025

DELRIA e e a s e o

. @ e e 2 et 4 1 et e . S 8 e . 380 et 4t ——— P -————Dbereinafter called Iessor,
2. 8.'..;;-.0}2&.@?%._-....-A._k._....__...._._.‘.._......-....-_-4...-....”.‘... ....... —.herelnafter called lessee, does witness:
t. ‘That lemsor, for snd in canslderation of the sumh of ... TN MD..I‘D/J.OQ..::‘.:::: o, Dollars (8§ .10.00 Y.

H In hand pald, apd of the covenanis and sgreements hereinafter contsined to Le petforined by ee, has this day granied and Jeascd
! and hereby giants, leaszes snd lels unto the lessce for the puipose of inining knd cperating Jor and producing oll and gas, casinghcoad paa
: and casinghead gasoling, laying pipe lines, bundlnf tapks, storing o)), L:alding power stetions, tedephone liney apd other structwes thereon

.10 produce, save, take care of aud muhufacture 21l of such substances, and for housing and horrding emplorees, the following dercribed

» .
tzact of land m__-sang.uan . County. -..__. New Mexico

JSTSPUTIURSTRUURUURURARIOS 1+ I | 3-SRV Up R, —— e e

TRACT 4: 3.89+ acres, situate in the SW/4 of Section 2, T29N, RISW,

> NMPM, San Juan County, New Mexico, being described as follows:
- Beginning at a point which is 931.54' N89°07'36"E from the SW Corner

ay .

; of said Section 2, said point being in the center of County Rd. No. 62;
i THENCE: NO°32'10"E, 1315.81';
) t THENCE: N89°28'42"E, 128.27'; ‘
" ; ’ THENCE: S0°29'50"W, 1315.00' to a point in the center of County Rd. No. 62;
' THENCE:  $89°07'36"W along said centerline 129.18' to the point of beginning.

e i W T L AR e =

“ | BEFORE EXAMINER NUTTER
[P OIL CONSERVATION DIVISION
EXHIBIT NO.

—

’ CASE NO.

3.80

b e Ntk SRR

. 8 % ; KK 04 5 AN DS D O S0 DS LR OOOOOEXM, and contelniog .. 222 pcres, more or less,
apnd this leese £hall Include all lands owoed by lessor id <In' W the lan reln perticularly described.
2. Thls lesre ghall remasin In force for a term of- 2 year- and as long thereafter as oll, gas, casingbead gas, casinghezd gasoline

or sny of them 13! produced

3. -'T'hei ¢ shall deliver to the credit of the lessor as 10yalts, free of cost, In the pipe line 1o which lessee may connect its wells
the ul.\ N 722 jos partof all o'l produced and gaved fromn the leased premises, or at the lessee’s optlon, may pay to the lessar for
such 4)‘5— >royalty thé market price for o!fl of like grade end gravily prevalling on the day such ofl is rin into the pipe line, or into
storage itanks, . i ‘

1. The lzs.Lee shall pay lessor, ss royalty, - 1/4 _.;of ‘the proceeds from the ssle of the gas, as such, for gas from wells where gas
or.l{ 1s' Jound, gnd where pot zold skall pa)‘§ 5..- per ‘annuin as royalty from each such well. and while such roralty 1s 85 paid such
wel-shall be RAd oo be roproduling well under paragraph nYir *red two hereol. The Jessor to have gas free of charge 1rom ans pas wedl
the Yeased prestises for soves and inside lights fn the ur'.clpal d welllng house on sald land by making hls own connecilons with the
. the usxe of sald gas to be at the lessor's sole risx - .. expense. The lessee shall pni_ a lessor for gas produced from any o} well and
! vy the lessee for the manufacture of gasoline ¢z 2ny other prodyct ,b as royalty, * / . ©of the market value of such gas al the
:h'ef the well.y 7! satd gas is £ole by the lessee, then as royalty nj_ 4 > 01 the proceeds of the sale thereof.

oY “ . . s .
Pe 3. Ihis Oi) and Gas Lease,)S, 3, 081840 1L3S0. s cn s sansou—cebatos

1L terminace 85 to botn pertles, unless the lessee shall on or before this date, pay or tepder %0 the lessor or for the losaq Yedn
. Bank at -

S othe LT -— ey OF
k15 successors, which bank and 1ts & are the lessor’'s sgent and shall contloue ss the g s of any and all sums payadble under
h:s lease, regardless of chapges of ownership In said Jan H s or in the rentals to accrue thereundsr, the sum o -

A= v st i o g e DA 2

i . ) . ” i s o T DOMIATS (8. Y SwRICH CBDIRIL OPE ns
Fental end cover the ‘privilege of defe T commencement of ArNMUS GSITALIONS P07 ©of one year. ln like mannes; aAnd upon

Tes parTinnis ST WCDGEDS. D2 wrr.eacement of drilling operations mey be further defeirved for cings successtvely. AWl payments

or tenders mav_he % 5 check or drsft of lessee or any assignee thereof, mafled or delivered on or before (I o2zl _parving date. Noi-

3 Zerrztlie death of the lessor, or his successor In Jnterest, the paymert or tender of rentals In th® manncs provi ahove ghell

S22 v WAL T N S YPED:F V1 EE LS PR I MP AW E PO PP Y PP AR S17 SPP L SDE .

€. If et any time prior to the discovery of oll 0r gas on this land and during tho icom OF this lease, the lesscee shall drill & dry hele,
©r _holes. on" this lsnd_ thie leaseshaii 0ot terminate, provided operatlons for the drilling of a well shall bs corpmenced within twelve
moaths from the expiration of the Jast reota). pesicd for  which reptal has ' been pald, or provided that within sald perlod the lessee
Dezibs OF resurnes ‘he Fzyment of redials in the manner and arcount herein above provided: 2ng in this event the preseding paregraphs
heseo! governiny the payment of rentsls avd the maoner and effect thereof shall conilnue in force.

1o case ssid lEs40r Owns s less intesest in the above described land ‘than the entire and undivided fee stmpla esiste thereln, then

-
a.

the roveliles. and rentzls herein provided for shalt be pald the satd lessor only 3n the preportion which his Interes: bears to the whole

&nd undivided fee.
' 8 The 1lessee shzll have the righi 10 use free of cost, gas. o)l end waler found on sald laucd for tis operations thereon, excep? water

fromz the eel

is 07 the lessor. When required by lessor, Lhe lessee shall dury pipe lines belox plow depth and shall pay for damzge caured
cas 10 growing «rops on sald land. Yo well shall be drilled pearer than 200 fcel Lo the house Or barn now on seld premises
b pz cznsent ©f the le=sor. Letser shell have the yight at any tlme during or atier the expiratios of this lease to remove rl)
rme-Tanesv. fxiures, houtes, putidings and olher simctures placed on ssid preroises, Including the righl to draw snd remove 22l casing.
& i1 she estate of fither piriy herew is sssigned {(z2ad the privilege of a=ignipg In whole or in part is express's alloweZ), the cos-
emaste hered? shrll <xiend to the heirs, execuloss. acdmipisiralors, $Ccessors anc Rsslgns, bul ro change of cwoershipy 1a tix iend of in
reziels or- sozaliles shell be binding on the Jessse unti) 2fter notice to the lessee end 12 has been Jurnlches with the written transfer
reipnmEnt 0 & Ceriif.ed copr thereof. In the event this lease shell be 2ssighed as 0 2 Part or =5 to Parts of the tiove doscrided
vz, and the Rolder o7 OTner of Zny such pert or parts shall fall or make default in the paymeniT of the proporilonste Sart 0F the
=+ due fsorn RUm oo them, such deflatv!t shell not operate o defeat of wffect this lease !B s0 fey 25 13 £OYers & part o7
¢ URIE ThIeS tnt snid lestae € an assignee her2of phill moke cue payment of saird rentals. 17 82 any time thete b
.66 10 remtale or rovalties, fessee mMaF wWItRNOId paFinents therec? unldess and untll k]l partles decignate. In
sxIrument 10 be 2142 with the lessee, 8 common agent to recelve all pajyruents cue hereundei, and o sxr~nte Ay
Yahal! ¢f sacd parties, aud thelr respective succeessors in thile. o N

10 Leieor hersuy warrants eod pprees to defend the title to the lsud hereln described and sgtees thet the lsssee, at I1a optlon,
a2y pa) pDd  Cuchinge any taxes, ‘raortgages, o other llens exisitog, levied, or 2ssessed On Or npainst the abose described lands snd.
event 1t exescites such-opiion, 12 shall be subrogated to the rights of any holder oF holders thereof cnd may retmbusse 1ts2l? By spplricg
the diecharge 0! any sucd morigage, tax or other llen, sny rotvalty or rentsls eccruing hereunder.

Arhrianding eoxthing in this lease contalned to the contrary, it 15 expressly agreed that 7 Jessee shall edmmmence drilliog
T gnyv time while this Jease 15 !n force, this lesse shall remain In force apd Its term shall continue 60 long as such cper2iions
sred wad, I production cesults therelirom, then as Jong as produciton contlnues.

12, 70 withia the poimary termn of thls lease production on the leased premises shsll cease from £ay cluse, thils lease sball not term)-
T.ate PICt.'ed Operations 107 the Grilllag of a well shall be commenced before or ob the rext ensuing rexntal pajing éate; o, provided
W + bepint OF resumes the parment of renlals o the rmanner and amount hereindefore p-acided. 1f, after the expiration of the primary
term: 07 thia lease, nroducilop on the leased premises shall cease from any cause, thils !=as. shall pot terminate prorided Jessee rTesumies

cre inas for &rilling s well within sixty’ (80) ¢uFs from such cessation, add this lease shall recain in force during the prosecution of
such opemations axd, If produsion sesulis therelrom, thea as long as production cootinues.
32 17 the leaced gremises shall herealter be owxned In seversity or In separate tracts. the premises, aevertheless. shall be developed
232 opersicd as cone leage ané 1 goFsities -accruinz  hereunder. shall. he treevad as on 2miti2is 1D3- dbei-or o Givided AMOng “ADA Paid
R CBe L puER RITATRs pamemr v N2 IDTSL0G ihat-i0eTacTeAge "OWDEATBY T E€SCh such separale owmner bears to the entire leased acreape.
LI e —— e re SHEY B DO GUHEILION 00 the DATL Of the lessse to 0Tsel wells on separate’ tracis Into which the land corered by this lesse
%  be hereafter citided hy sale, devise, Or otherwise, OF to furaish sepurate measuilng O receiving tanks. It s hereby acreed that,
in The erent this leare shall be rsstemed as to 8 part or a3 o parts of the abore descrided Jands, and the holder or ownef of anr such
PATT ©F paris shall fafl or raske default in the payment of tde proportionate” part of the rent due from him or them, such defaul?
thal) not cptrate to defest or affecy this %ease jn £0 1ar 33 i1 cOvers & part or paris of sald land unon wWhich the sald lexser OF ANy AssizDee
nesec!? shrll make due payment of sald sentats. If sl aD¥ Uime there be as many »s four part'es entitied 10 7entals OF  rovalties,
irsere Ay Withhol! pavmments thereol uniess and untll 31l parties designate, {n wriling, In a recordable ifnsirument to be filed wih
the lossee. & AT MONR REENL tO recslve All payments due hereunder, and to execute division and trapsfer orders On behalfl of eald parties,

snd thelr respretive succestors in title.

t4  Lesses mery al apt Ume and from Uime 10 thme malrender this lease as to DT PAart o parts 0 the leased premlces hy dellvesing
cr :entting 8 reience thereof 10 the leesor. o7 by placing n relense thereof of record Sn the prepee county.

on and transJer orderss

ce werg tesge.ored p)h-dip cerme pnnditions, . end &

tlans ,"‘ All.extend o and b Yinding ool All succscors 0f a1l Jesxar o: lessee
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FORM 88:‘!?,—-(“[, AND GAS I.EVASE o ) B 7 Printed and for sale by Huatler Prewm, Parminglon, New Mexlco

o 20th

THIS AGREEMENT, Entered Joto this the ... ... . __.._.._..day of._.

petween _ LIS DAVIE of 7832 Cerritos Avenue, Stanton; Califovhia o
e e Y M S Cah )
PEFORE ERAE

O CORLERVATEON DIVISION

Exitr NO.__ &L

- T S S T

R s s — - CASE-MNO buelxnuu-—oouod\ teasor,
S & I OII (IMPAN! \riaYe) Fan & At gy ! [}

DA e e e e e ' = IETYTERTUEY €aVIed Jesace, does witness:
t. That lzreor. for and in consideration of the sum or..u__n_,.'l'@l,i_\.-@, m/log T I T TR TII T Doliers (.10_)..0.0_-_.).

in hand pald, and of the covenants and sgreements hereloafter contsined to be perfonned by the lessee, has this day granted and leased
end heredby frants, leates and lels unto the lessee for the purpost of inining and opersting for snd producing ol and gas, casingbead gas
and casinghesd gasoline, Jaying plpe }Hnes, bulldlnf tanks, storing ofl, dullding power stettons, telephone lines and other structures thereon
to produce, save, take csre of and manufacture all of such substances, aud for housing and boarding employees, the following desciibed

tract of land In ... SanJuan_, eereieee.. CoOUDLY, ... New Mexicn to-wlty ... ..

TRACT 2: 3.89+ acres situate in the SW/4 SW/4 of Section 2, T29N,-R1S5W, NVPM,
San Juan County, New Mexico, being described as follows:

Beginning at a point which is 673.18' N89°07'36"E from the SW Corner of said
Section 2. Said point being in the center of Co. Rd. No. 62;

THENCE: NO0°36'52"E, 1317.43 feet; .

THENCE: N89°28'42"E, 128.27 feet; .

THENCE: S0°34'30"W, 1316.62 feet to a point in the center of Co. Rd. No. 62;
THENCE: §89°07'36"W along said centerline 129.18 feet to the point of beginning.

. ., and conulnlng______3'8_9__.- acres, more or less,
by acent to Lhe lan h B Brly descrided. :

2. This lcese sball remein In force for & term ofONE (1) vear end as long thereafter as oll. gas, casinghead gas, casinghead gasoline
or any of them is produced. ) .

3. The lesgee shell deliver to the credit of the lJessor as royalty, free of cost, In the pipe line to which lessee may connect its wells
the equsl 7 . part of all oll produced and saved from the lessed premises, or at the lessee’s option, may pay to the lessor for
such 4 rosalty the mearket price for oll of llke grade and gravity prevalling on the day such ofl 1s yun into the pips line, or into

by g

slorage’ ta .

4. The lessee shall pay lessor, as royalty, 1/4 of the proceeds from the sale of the gas, a5 such, for gas from wells where gas
only is found, snd whrrs not sold shall pay..$25_per apoum ss royalty from each such well, and while such rosalty is so psjd such
well shall be held to be s producing well under paragraph numbered (wo bereof. ‘The lessor 10 bhave gas free of charge from-any par well
on the Jeased premises for stoves and !nside lights in the principal d welllng house on sald lapd by making his own connections with the
well, the use of sald gas 10 be st the Jessor'’s sole risk snd expense. ‘Tbhe lesses shall pay 4lessor for gas produced from any oll well and
used by the Jessee for the manufacture of gasoline or any other pﬁ)d17.435 roysity, . 1 of the market value of such gss at the

©

T in the rentals to accrue thereunder, the sum of ..

Dolleys (§—. . _ )} whict shall operste as
o1 one ):ear. In llke rnanner snd upon

this lease, regardless of changes of ownership ib said lan

tommencement of drilling operations JoT
encement ©f drilling operations may be further deferred for successively. All payments
check ©or draft of lessex or any assignee thereof, mailed or ‘delivered op or beicre aving date. Not-

rectal and cover the privilege of de
like parzinents or tenders
LT tenders may

. shall not cperats 1o defeat or affect this lesse iD 80 13F ar Jt COVers & part or parts of

»DE thelr respective successors In title. L.

of EsDIRE 8 Teease thereo! 1o the lessor, or by PIACIDE & release thereof of reco

T ¥
withis o ¢ death of the lessor, -or bls successor o 113Lerest. "hf paymept or tender of reptzls In the manncr prov shall
r oi 3 AP PO ek

P

PORreY

e 2

6. If =t any time prior to the discovery of oll or gas on this l1and and durtng the term of this lease, the lessee shall drill a dry hole.
or holes. cn this lrnd, this lesse shell not termipate, provided operations for the drilling of a well ghall be commenced within  twelve
ironthe from the expiration of the last reotal period for which rental has been paild, cr provided that withib said period the lessee
regine Gr resumes the payment of rentals §p the menner and amount herein sbure provided: and in this event the preceding Paragraphs
l.erec! poverning the payment of rectals end the mesnner and effect thereof shall coptiouz Iip force. B
7. In cese ssld lessor owns g less interest In the abore described. land .then the entlre ond undivided féé simipic €5iaie increid, tnen’

Tin€ réydilies” and Yenigls Lereln provicded 1or shall be pald tbhe sald lessor only In the proportion which his interest bears to the whole

nd uzdivided fee.
£ The lescee shzll hzve the right to use free of cost, ges, ofl end waler found on said land for its operstions thereon, cxcept wster
rom the Tells of thr lessor. When required. by lessor, the lessee shsll bury pipe lines below plow depth and shal) pay for damage Caured

br 1wt Optralions t Kty

growing crops on said land. No. well shall be drilied nedrer than 200 fcet to the houss or barn now on c2id premiscs

(houl WidllEL ¢Oisstai Of ibe  jrssur. Lessee shsll have tbe right at any time during or after the expiration of this lesse to remote sll
smachinery, Sxiures, houses, bulldings and otber structures placed or sald premises, including the right to dmaw and remove 81l casing
I the esiate of elther party hereto is essigned (end the privilege ol amsigning In whole or 13 part Is ‘expressly sllowed)., the cos-
rerec! +hill extend wo the helrs, execulors, sdministrators, s3ccessors snd assigns, but ro change of ownership in the lspd or !n
: soraltles thell be binding ©p the lessee until after noilce to the lessee and 1t has been furnished with the written transfer
masipnment or s ceriified copy thercof. In the event 1his lease shell be assigned as 10 2 part Or. 25 10 puarts of the above described
né¢ 1he Lolder or owner of any such pzrt or psrts shxl) fal) or make default In the peyment’ of the proporiicnate part of the
rem Rim or them. such default shs)l not operate to defeat or sfect this lezse in so Jar es It covers a8 part Or parts of =sid
o X ine el Jeccee-or ¥n pstigaee hereo! shzll make due paymment of satd rentals. I 81 5TF time there be as rmeny 25 Jour periies
¢ to reintels or royeities, lessee may withhold paymests théreof unless 2nd untl) all partizs designate, fp writing, in & recordatie
. a0t 30 be fied with the lttsee, 8 €Om™MOND spedt o srcetve 81l payments due hereunder, snd to execute ¢ivision arnd transfer oOrders
¢n Lernal! of saé pariles, snd thelr respective gucceessors In title,

10 lesror hesedy weirsnis snd agrees to defend the title to the land bherein described sbd sgrees that the lessee, at it opilon,
Fa¥ £0d discharge £n¥ texes, Iwortpzges. or other Jlens ex!sting, leviled, or assersed on or sga!nst the above described lands and,
A etent fLoexerciser’ such opuion, 5t shall be subrofited 1o the righis of any holder or bolders thereo! 2nd may reimdburse itself by applising
;0 the discharge ©f any guch morigage. wx Or other ilen, 2oy rorzlty or rentsls accruing hereunder.

31. Notwithrianding snything In this Jease conteined to the contrsry, It 15 expressly agreed that If lessee shall commence drilling
coerRtlons £2 &5F time while thir Jease {3 In force. tbls lease rhisll remain in force and fis termm shall continue $0 Jong as such operations
g1t prosecuted and, 3 production results iheseirom, then as long &2 production continues. .

12, 12 with!n the primsary term of this lesse produciion on the Jeased premises shall ceast from any csuse, this lease shall pot terrel-
naie provided operations for the drililpg of a well shall be rommenced before o on the next ensiing rental paylpg date; or, provided
jr1xee bLepins OF resumes the payment of rentsls in the msnuer and emount hereinbefore pm~ided. 1. after the expirition of the primary
serm: 0F this lerse, production on the Jeased premises rhall ceaze f:0m any cause, thi: Jews® shall not terminate provided lessee resumet
ciemniions for €rilitng a well Within sixty (60) days from such cessation, and this lezse shed rerceln In force during the prosecution of
such opirstions and, if production results therelrom, then ss long a5 procduction cobtinues

13. Xf the lersed gremises ghall hereafter be owned in seversity or Io sepsiate tracts, the premises, nevertheless, thall be developed
rnd operated as ont Jesse abnd all roymities sccrung hereunder thull be tresled as an entirely 2nd shall be divided swmong snd pald
W suck stpsrate owners in tbe proportion thst the acreage noned by esch such separate owner bears to the entire lesssd acreage.
“bere shali be no obilgstion on the part of the lesiee to ¢Jset wells ¢p separate tracls * 1o which the land covered by this lesce
maxr be herepfter divided Dby rsle. devise, or Otherwxiae, o0f 10 furnish sepurate measurnag o recelv!ng tanks. It s bereby sgreed that,
1o the event ihis Jease shal) be axsigned &% to a pParl OF a3 Lo parts Of thr above Ar:cribed !“vds, and the holder or owner of any such
pamt ©: paris shall fall or make default ip the payment of the proportionsie part of the 3 ct due from him or them, such default

y o 8 A sald land upon‘ vb!ch‘t‘b;l sla umt:u" any u.:l]s;?ee
e 100! a due peytnent of sald rentsls. If st sny time ere A many as four partles entit to ren or rovalties,
!r"r‘r:: 1:::.\‘" :Tltr!:old pul;fmcnu thereo! uniess and until all parties designate, In. wTiting, In 2 recordable jnstrument to bLe fQled with
1he -Jeaser. & COTINOD Afent 1O receive all payments dur hereunder. and to execute division apd irshsfer orders on behall of satd parties,

in the ;ro;er

av

14 Lassee IMAY &L ANt time ANd. from. tliine tn time surTandesr thie Yesse oo

- ¥l

county.

dy

13 This lease 1nd sll 1t terms. cond!ttons, and atipulaticns srall extend 10 and be dinding on a)) successors 0f sald lessor or lessee

TS e N

mo of the well, ,If sald _gas Is sold by the lessce, theny as royalty - ! the proceeds of the sale thereof.
B, 7 his oil and"&as Tease is a paid-up lease.
Py PO for—tiri—dritting-of et —for—od) P P GO Btad3. dapd - on oz halors
this terminate as to both partles, unless the lessee shall on or before thie date, pay or tender to the lessor or for the - [
ko ... Bank at N , o
its successors, which bapk &and its & ¢ the lessor's agent and shall continue as th of any and all sums payadble under




" ehaM Dot operste 1o defeal 0r affect this Jesse In Ko 137 Ar 31 COVETS & DATL O Darts of

THIS AGREEMENT. Entered toto thie wme .. 20th ,d . dwy of. e Ganuary
TILLIE D. STRANG, 4832 West 138th Street, Hawthorne, California 90250 _ _

between . ..

bt ¥ BA—r T r e o g on on s b s i s e R R R AR B0 &k o St § A 4 80 88 S 4 S S 8 o8 b nme Rea e L s s B e h e an b ey b ot 6 e a———

hereipafter called leasor,

ana._. S & I OIT, COMPZ e e e s e e

1. That lemsor, for end In consideration of the sum of. CCJTEN AND_NO/10Q. = mmmses T Doliars  (§ lO.D.O.___),
fn hsnd pald, and of the covenants and agrcements hereivafier contsined to be perforined by e lessee, has this day granted and lessed
and hereby grants, Jences and lets unto the lessee for the purpose of mining and operating for and producing oll and gas, casinphead gas
and casinghead gasoline, laring plpe llnes, bulldln§: tanks, storing o}, tullding power stetlons, telephone lines and other structusres therecn
to produce, save, take care ©f and manufacture all of such substences, and Jorf houting and bowrding employees, the fvllowing descrided

San Jvan . counts, .. NeW Mexioo. . 0eRRE o

e e htzeinafter called lessee, dces witnosss!

trect of land Jn .. .

TRACT 5: 3.89+ acres, situate in the SW/4 SW/4 of Sec. 2, T29N, R15W, NMPM, San Juan
County, New Mexioo, being described as follows: Beginning at a point which is 1060.72'
N89°07'36"E from the SW Corner of said Section 2, said point being in the center of Co.
Rd. No. 62;

THENCE: © N0°29'S50"E, 1315.00';

“THENCE: NB89°28'42"E, 128.27';

THENCE: S0°27'30"W, 1314.19' to a point in the center of Co. R4. No.‘ 62;
THENCE: S89°07'36"W along said centerline 129.18' to the point of begirning.

S i B A P A e A TR A b AL e AP SRS W RS LR AR

BEFORE EXAMINER NUTTER
OIl. CONSERVATION DIVISION

o EXHIBIT NO.____;

CASE NO.

........... R X PO P oA o O A R e X S e and conulnlng.}_:g..g_.“ acres, more or Jess,
snd this lease shall tnclude &)l lands oWned by lessor adjacent to ilie lands herelp particularly described.

2. " This lesse shall remzin in force for a term of One(l)yea: &nd as long thereafter as oY), gas, casinghead gas. casinghead gasoline
or any of them is produced. _

3. The les.sie aha“ deliver to the credit of the lessor ss rovalty, free of cost, in the pipe line to which lessee may connect its wells
the equa / part of all ol produced end saved from the lessed premises, or at the lessee’s option, may pay to the lessor for
such 4L royalty the wmarket price for oll of lixe grade and §ravny prevafling on the day such oll is run into the pipe¢ lne, or into
Lrorage tanks.

4. ‘The lessee shall pay lessor, as royalty, 4 of the proceeds from the ssle of the gas, as such, for gas froun wells where gas
only 15 found, and wherc not sold shall pay. S25 . per annum ss royalty from each such well, and while such royalty is 50 pald such
well sball be held to be a producing well under paragraph numbered two hereof. The lessor to bave gas free ©of cbarge from sny gas well
on the leased premises for stoves and inside lights in the principe} dwelling house on ssid land by making his own connections with the
well, the use of sald gas 1o be at the lessor's eole risk and expense. The lessee shall pav ,tp lessor for gas produced from any oll well and
used by the lessee for the manufacture of gasoline or any oiher pmcuf. 4\5 rosalty, i!/‘ ©0f the market vslue of such ges at the
month of the _well.ojrlsa(d as _is sold by the lessee, then ags royaliy / of the proceeds of the sale thereof.

L axaéi

5. This Gas Iease 1s a paid-up lease.

b TS IV OV IR AR T WA L35 M ISP LAD . .1, ndotitnond ba S i cald Jc o2 B or ot
a3 shzli terminale as to both parties, unless the lessee shzll op or before this date, pay or tender to the lessor or for the lesso:’ ”
mothe . - -.Bank at e p— e e O
its successors, wnick bank end 1S lessor's ggent s nd shall continue as the deppe! any and all sums payabtle under
thit lease, regardless of cranges of ownership In sald {a o he cll an g T ihe rentals to accrue thereunder, the sum of ___
e e e e e e e eean —emae e e o =veo ... . Dollars (§. ... ) which shall operate &
sertal snd cover the privilege of deferx e—Tommencement of drilling operations 1or f In like manner.egnd upon
Hre pavments or tenders. th wrlcemnent of driling eoperatiens .inzy be further deferved. far Siiccessively. Al pavrments
Or tenders may D tewwr DT chéck or drafi of 1oz U andy aisiiner 1hered!, inalled or delivered on or before gving date. Noi-
EY SR =€ death Gf tne lessor, or his succss-or in interesy. the paviuenl or -tender of rentals In the manner provicrs—eboye chell

. = o b3 R o il e LPLINY i eaied I FICE TNV PR VX TN S TIPS R Wl 1T % 2

tine 3
ind, this lease shell nol termir
:on ©f the Yasl rehlal Jer

v eve Ae e e

iLCOLDE IMELLET

prior 10 the discovery ol ol or gzs on thit land and Quring the term of this leass, ‘the lessce shsll drilt ¢ &:¢ bhole,
nte. provided ootralions for the drilling of a well shall be commenceA withis IRWESE
iod for which remtal & Yoo omatd, Of proviced that within s3ld period the lessee

meunt he sbove pProvided: end 1D thus evant the preceding purzgrzphs

B T RYINOLL TV Fidhc H :
Tilisis d the manner ol fea? shall contloue In force. .
T It ocuse shid i X e83 less tr, the sbore deresilid ixnd than the enilre snd undivided fee simple estate the . then
Yo oreyelites end renial 3 .gf enzll be paic the wstd Seeor ¢nly In the propoqtion wbich his izierest bears 1o whole

t
212 undivided fee

& The iegret
rrom, the vells of
DY 1S OPEIAT.CRS 0 TTOWILR OO

e night 10 wee free ¢f cost, pes. ol £1.¢ valer found on skld land for its opcratlcns thereon. ¢ 1 wher
When reguired by le<sor, inhe i ¥ pipe Hnes below jlow depth and sha¥ pay for da: caueed
»s on <a:d land. No well ¢ czrer than 200 feet to the house GF barn NON OO 36'd premises
Lescer sha during or after the expliration 02 this lezce to r xve gil
znd o'her cipines, including the right to éraw gnd reirnoze 2l casicg.
Jgning ip whisle or In part i expressiy slloaec). the cov-
> . LLUTS zeagns, bul no chenge 0f ownershiip in end Of i
ve Mincing on To ity to the lessee emd 1t has been furnithed with the written trasnsfer
¢ copyr iherec!. In the even: s l¢nce shall be assigned 2: 10 8 J&rt or 25 W parts of the £bove deesribzd
T ner of any such prrt or paris shell fail of nzhe defzull in the petment’ of the properiitnate L Of the
1 €8l 1ol cperate to dafert or eflccd ihis lease In so far 2s It covers a8 pz O Fuiris Gf sald -
€& O #h BSOlTNOL NITEG) ¢ ke cue Famrent of sad rentals. 39 at eny time there be 2% mony ot 2our Leriles
ex, Jeizee ey witthold YINg there ©f uniess and unti) sl poriles desigpate, in wriiting, in & °
r1th the lessee, & common 3genl to recelte sl pagsrients due hercunder, end to exezute Alvislon &nd trans
7 sntd pariles, £a6 thelr respective succeessors In title: -
Lerscr Nereby werrants 2pd eprees to defend the title to the land herein described end sprees that the Jesssra, 2t it cption,
21 pas eng dlachulfe gn¥ teXes, mortgager. or other lient ex'sting. levied, Or assessed on or against the sbove described linds end,
tr ehent it exercises such option. It shall be sudrosated o thie righis of any holder or holders theredf thd may relmburse itsel! by appiving
10 ihe Chcharge ©Of 8LF such morigage, iay or oiber lien, sny roselty or rentals sccruing hereunder,

31 Newwlthstanding ansthing Sn this lesse contained to the contrary, it 15 expressly agreed that If lessee shall commence drnilling
G esatione xt any time while this Jease is in fo:rce, this lerse shel! sermaln lo force snd its termu shall continue s0 long 8s such operations
rre presecuted zmd. If production results therefrom, then sas loag as Frodjuction continues. .

12 12 withip the priumery term of this leese production on the leased premises shsll cease from any caus~, thls Jease shall not terml-
riate provided, operzitons for the drliling of » well shsll be commenced bdhefore or on the next ensulng rental paylng date: or. provided
Terste Defins O rerusnes iNe parment ¢f rentals in the msnner snd 2mount hereinbefore provided. I, £{'21 the expirstion of the primary
1erm ©f ih's Yesse, Froduciion oD the leased premuises shell cease from any cause, this leate shall Dot ter o0 e provided lestee Texumer
operations  {or anlling a weil within sixty (60; dass from such cescation. ard this Jease shall remain o 10rce Curing the prosecition of
such ojerattons eud, 3¢ production results therefrom, then &s long ar production continues.

13. It ths lemsed rremises shall hereafrer -be oaned In severalty OF In srepsrate tracts, the premises. neverineleas, thall be developed
rnd cperated st one lesse =nd all royalties asecruing hereunder shell be treated 23 sn eptirety apnd sheall be Civided smong snd patd
16 suck, Separate owners In the proparllon thst the acresge OWDed b exch  such separste Oowner bears 1o the entire leassd  acreage.

o

ihe leszee

Trere shuil e no cblifeion on the pArt of the ‘lestee to OZsel Wellt on separatle tracts Into which the I1snd covered by this lrsse
AT Be hereafter divided by sale, devise, or otherwise. OF “ W0 Jurrish seporate measuring or recelvine tanbe o ¥ 2 5:5:55 - pErecd AL,
or o2z t2ln SSIlihE nouve described 1anids, and the holder or ovner of ans such

he event thit Jease shell be arciensd sw 9o o nert: - 25 PR
L G- pasik sheii Ai1 O make ‘default to the payment of the pro

poriienate part of the rent due from him or them. euch delault
213 Iand upon Whith the &ald Jesser ©F any Bsvignee

rerea! snrl) ma¥e due pavment of sald rentels, 1 sl Any time there be as mant as four partles entitled to rentals or rovaities,
‘erser mAY withheld perments thereo! unless and untll all partles designate, In writing. 1n & yecordadle jnstrument to be filed with
1me lesret R FOIMMON acent 1O recelve all payments due hcreunder. and to execute division and transfer orders oD behal! of sald parties,

rnd thelr respectice succeieors in title.

4 lesser MBS At ADY time ARG fromn tine to dme o surrender th's leace mc 10 BRT PATL 0T parts of the leaced premiser by dellxering
;eplling & relenre thereof t0 the lessor, or by piscing & selinee thereo! of record §n the proper counts.
(0 ter terar porAvrre end stpul lne v pl) aalond 16 And be bindlng on all sucrensors 0f «al8 lewssr or lessee

oF

H M L &
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P,

23rd - January , 8L,

FORDN 88-42 011, ANL. GAS LEASE
AT SN ST IIULTITIIn I oD o g er bttt

TH13 AGRREMERT, Entered 1nto this the

.4 WILLIAM G. DAVIE, as separate property; «and WILLIAM G. DAVIE and BILL, B. DAVIE,

W,m. .. _as Joint Tenants, whose addresses are P. O. Box 92, Frultiand, New Mexico 87416
T, - ) o - ’ herelnafter called feasor,
and S & I OIL COMPANY i cot herelnafter called Jessee, does witness:

- 0/ e s e o o e o e
1. ‘That lessor, for and W vonsideration of the sum of .. m_'lmm)l\ollﬂ_o .. Doliars (0_10.-.0.0,.._)'.
in band paid, and of the covenands and agreernents herelnafter containcd 10 Le performed by the lessee, has this day granted and lessed

and heredy grants, leases and lets unio the lesser for the purjose of inliing and operating for and producing ol and gas, castoghead gas
and casioghead gasol'ne, laying pipe lines, bullding tanks, stacing otl, bullding power stations, telephone llnes and other strucstuses thereon
to produce, tave, take carc o and manufacture all of such substances, and for housing and .boa.rding employees, the foltawing described

1an . 3 U ¢
troct of Jamd In____._ .. L County, ___‘__E(:_‘}V_l(‘xlco . to-wit: - —

LR I,

TRACT 3: 3.89+ acres, situate in the St)/4 SW/4 of Sec. 2, T29N, R15W, NMPM, San Juan
County, New Mexico, being described as follows: Beginning at a point which is 802.36"'
Ilg9°07'36"E fram the SW Corner of said Sec. 2. Said point being in the center of Co.

. No. 62. )
THENCE: N0O°34'30"E, 1316.62'; )
T:EXCE:  N89°28'42"E, 128.27'; .
THENCE: S0°32'10"W, 1315.81' to a point in the ¢enter of Co. RA. No. 62;

CTHEIXE:  S29°07'36"W along said centerline 129.18' to the point of beginning.

TRACT 7: 16.48 acres, more or less, consisting .of the west 544 feef: cjf sw/4 SwW/4,

Section 2, T29N, R15W, NMPM, San Juan County, New Mexico.
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1RO NG L YK AN K XS RN snda containtng _20.37_ scres, more or less,
rcd. oLt le:.fe suall irclude sll 1ands owned by l:wor adjacent to the lands hereln particularly described. . . .

2. Thif lease ahall remaln 1a force for a tena of ]_/2 year spd as long thereaftzr as oll, gas, casinghead gas, casloghead gasolloe
or any. of them s produce-d .

3" Ahe Jey sreld cellver to the credit of the lessor as royalip, free of cost, $n the pipe line to which lessee rnay cornect §ts wells
the equal part of all ol produced and saved from the ltased premises, or at the lessee’s optlon, ey pay to the Jessor for
sueh .ulj 1oyalty the marxet price fot ofl of lixe grade and gra¥ity prevalllng on the day such ofl is run into the pipe lne, or fato
storayge ors, -

4. The leseee aliall pay lessor, as roynltszrl/d of the proceeds from the sale of the gas, a3 such, for gas from wells where gas
caly 1s found sl where not sold shall pay 2<J . _ per ancuin_ as royalty fromn cach such. well, and while such rogalty is so pald such
wrll ahell Ee held 0 be a producsing well under parsgraph numbered two hereof. The lessor Lo have gas free of charge from apny gas well
on the j:aed premises for stoves and Inside Mzhts 1o the principal dwelllng house on sald land by making hils own counections with the
well, the use Of sald gas 0 be at the lessor’s sole risk and expense. The lessee shall pay to z‘.swr for gas produced from any oll well and
used by the lessee for the mapufacture of.gasoline or any other produ;i. royalty, / ‘.. 0f the maiket value of such gas at the
raeiath of the well, If said 1s sold by the ]essee, then as royalty /,zf of the proceeds of the sale thereo!.

5. This Cil and Gas Lease 1s a pald-up lease.
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terminate as to both parites, unless the lessee shall on or before this date, pay or tender to the lessor ¢: for tho-e s credit

tite - leava  ragardlace of changee of ownershin In cald land s ool T or in the rentals to accrmie therennder, the sum of ..
. /" -

. w .. e . larz ($ ———..) which shall opezrate as
patsl end. cover the privilege of deferzo commmeacement. of drilling operations for a Pore ne year. Io llke manner and upon
re payments or tenders, tomrerténcerent “Of dritling operations may be further deferred for lke T syccessively. AU paymen:.
- texders may_ b2 _Zia? ¥ chieck or draft of lessee or any assignee thereof, malléd or delivered on or before the reme #2aiing date. No
:_f,’z.m——-’mg iGe Crath of the 1csson, of bl sugctssor fn interest, :.::5 i_\:.f?e:_! or tender of rentale {n tha manner proviced e gt
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6. If at any time prior to the discovery of ofl or gas on this land and during the term of this lease, the lessee shall ¢rill a dry hole,
nr Loles, oo this land. this lense shall pot terminate, prorvided operations for the drlling of & well shall be commenced withie twelve
s:onths from i explzation of the last rental perlod for which rental! has been pald, 'or provided that within eald pericd the lessee
brains Or vesunties the payment of rentals In the manner and amount herein ebove provided; and in this event the precediag piragraphs
Lereo? goveining ithe payment of restals and the manner and effzct thereof shall continue in force. .

7. In case satd lezsor ovnis & less Interest In the above descéribed land than the eritlre and undivided fee slmple estate therelnn theo
the royaltles and rentals hereln provided for shall be pata the rald lessor coxly In the proportion which his Iuterest bears t> th: whole
atd undivided fece.

§. The less=e shall heve the right to use free of cost, gas. oi! snd water found on sald land for fts operations thareon. excen: water
1.0m the wells of the lewsor. When required by lessor, the lesses shzll bury plpe lines below plow depth end shall pay for dainige caused
Ly tts operaticons to growing er ?s on sald lan¢. No well shall be d:illed nearer than 200 fcet to the house or barn now on sald premises
- t wriiten csosent of the Yessor. Lessee shall have the right at any time during or afier the explration of this lease to rzmove all
o Rouses hulldinss cand cathar etraclurec .. Dlaced on rald bremslses, {ncludiag the right to draw aud remove all casing.
ate of elthar pariy herelo ls ssslgzed (end the privilece of axigning I ole” or In part s expressiy allcwmed). the cov-
N exiend to tne rs, executors, sdminisiratars, sy co=sors end assigns, *ut o change of ownershi!p ia the land or 1
alites shall be B g on the lessee until niter notice to the lessee ant ! has been furnished with the written transfler
ceriified copy thereol.. In the évenl this lcire shall be assizned as tO & purt or. as to parts 2! the above coscribed
fer or oxner of any.such part of parts shall fail or make default in the paiment” of the proporticnate par: of the

them, such cefauit shall not operate t3 C:fent or aflect this lease In so far es 1t covers a part or pagis of sald

! t3nee hereot shall e Cue pavinent of sald restals. 17 a2 o7 time there b2 as many a8 four partles

2 0 rentals or roywatles, lessee may aithhold payauznis thereof unless ard until all piartles designate, In wTitlng, In A :z>ordadle

trinent o be filed Wit the Jessee, & common agest o recelve all payments due hereunder, and to cxecute A!vision and transfer osdess
o5 Behalf of rald parties, and thelr respective succezssors in title, »

10 Lextor hereby werrzanis and sgrees to drfend the title to the land herein described and nagrees that the lessee, ad 1ta optlon,
may pAay azd discharge ey taxes, mortgagss o7 other llens ex!ssIng. levied, or assessed on or against the sbove descr! Tinds and,
In event It exeriises such optlon, 12 shall be ~.“ogated to the righis of any holde: or holders thereof and may relmdurse 14521 by applyics
10 the ¢lichsarge of apy such morsigage, tax :: other len, sny royelty or renials acerulng hereunder. -

11, lNota!thstanding anything io this les.+ contaloed to the contrary, §t is expressly sgreed *hat If lessee shall commence ériliing
operations at any time while this Jease is in ' '~ce, this lesse sball remain tn force and fts terc: shsll continue 50 long as such oOperations
are prosecuted "and, i{ production results th: =;om, thea as long as productlon continues,

12. If within the primary term of this lease production on the leased premlises shall cease from sny cause, this leare shall not terml-
nate provided operattons for the <rllling of s well shell de commenced before or on the next ensulng rental pasing date, or, provided
tesael deglas Or resurnes the payment of rentals in the manner snd pmouat herelndbefore provided. If, after the explration of the primary

leased premises shall cease from avy cause, th!s lease shall not terminate provl ‘e lessee Tesumed

tarn of this Jesse, production oa the
operntions for erilltng a well within sixty -(60) days from such cesystion, sud this lesse shall remaln in fozce during th prosecution of

such opemtions and. if production resulta therefrom. then as long. ss brodusziion son 3 S . .

13. 'If the Jeased premlses shall hereafter be owned [n severalty or i separate trocts, the premises, neverthelens, sha, pe developed
and opersted as one Icase and all royslties accrulng bereunder shell be trested as an entirety snd shall be divided amonz- sad pald
to such separate owners ia the proportion that *the scresge owaed by “each such separate owner bdears to the entire Jeased acreage.
There shall be no obligation 0n the part of the lessde to offset wells - on separats tracts Into which the land covered by this lesse
may Dbe hereafter ditlded by sale, devise, or otherwise, or to furnish sepanrate measuring or recelving tankas. 7t fs heredy sgreed that,
in the svent this lease ahall be amsigned 83 tO & part or as v parts of the sbove descrided lands, 35d the holder or owner of any such
sart or parts shall fafl or maske default in the paymeat of the proporilonate part of the rent due fromn hiro or thers, such default
shall not operate to defeat or affect this lesse In 30 far as It cOvErs a part or parta of sald Iand udban which the sald 1eases Or ADY smsignee
hereo! shall makXe dus payment of sald rentale. If st any time there be s many as four part'ss entitled (o rentals or rovalties,
lessce may withhoid paymenta thereof unless and. until sll parties designate, in writlng, in A recordabdle instrument to be filed with
the leases. & common agent to recelve all payments dus hereunder, and to execute division and tresufer orders on benhalf of sald parties,
and thele respective succesord in title. .- - O TR R P C . T t

14. lessee may st apy time snd from time to time surrender this lease as to any part or parta of the lessed premises by dellveriog
or malling & release thereof to the lessor, or by placing a relesse thereof of reccrd in the proper county.

1. This lease and »il Ita terrms, condiilons, and stipulations shall extend to .lnd be binding on all successors Of xald lessor or lessee.
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State of New Mexico

Depaxrtment of Enexgy & Minerals
01l Consexrvation Division
Santa,%e, NM 87501

S LAV iR

Res S & I 041l Company A
Compulsory Pooling, San Juan County, HNew iexico

Gentlemens

I would like to advise that I, Iona'Brimhall. have tasken an aotive part
in putting this lease together for my family. I feel it is a fair and
~equitable lease.

I have also been given ample opportunity to sign this lease, however
for personal reasons I will not do this. I am also aware of the con-
sequences involved for causing thls to be “forsed'poaled".

I have advised Mr. B. V, Isbell of S & I 011 Company tc "force pool"
this acreage in order that a well may ve drilled,

Respectfully Sutmitted,

Iona 3rimhall

» "OIL CONSERVATION DIVISION
-  eximTNoL D
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April 13, 1981

State of New Mexico

Department of Energy & Minerals
011 Conservation Division
Santa Fe, NM 87501

Re: S & I 0il Company
Compulsoxry Pooling, San Juan County, New Mexico

Gentlemen:

Please be advised that I, Maxine Hattemer of 4836 West 138th St.,
Hawthorne, California 90250, have been given fair and ample
opportunity te sign a oil lease for the captioned. I feel that it

is an equitable lease, however for personal reasons I have chosen
not to sign the -lease.,

I have advised Mr. E. V. Isbell of S & T Oil Company to Force pool

this acreage in order that a well may be drilled., I am aware of the
consequences involved in "force pooling".

" Maxine ¥ .iemer
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Attached to and made a part of . Model Form Operating Agreement
dated December 15, 1980 between S & 10il Company, as

"operator' and Walter L. Kennedy, Jr., as ‘"Non-Operator". _

ACCOUNTING PROCEDURE
JOINT OPERATIONS

1. GENERAL PROVISIONS

Definifions

“Joint Property” shall mean the real and persona) property subject to the agreement to which this Accounting
Procedure is attached. .

“Joint Operations” shall mean all operations necessaty or proper for the development, operation, protection and
mainteinance of the Joint Property. _

“Joint Account” shall mean the account showing the charges paid and credits received in the conduct of the Joint
Operations and whichk are 1o be shared by the Parties.

"Operator” shall mean the party designated to conduct the Joint Operations.

“Non-Operators” shall mean the parties to this agreement other than the Operator.

“Parties” shall mean Operator and Non-Operators.

“First Level Supervisors™ shall mean those employees whose primary function in"Joint Operations is the direct
supervision of other employees and/or contract labor directly employed on the Joint Property in a field operat-
ing capacity.

““Technical Employees” shall mean those employees havmg specnal and specific engineering, geologlcal or other
professional skills, and whose primary function in Joint Operatxons is the handling of specific operatmg condi-
tions and problems for the benefit of the Joint Property. i

“Personal Expenses” shall mean travel and other reasonable reimbursable expenses of Operator’s employees.
“Material” shall mean personal property, equipment or supplies acquired or held for use on the Joint Property,

“Controllable Material” shall mean Material which at the time is so classified in ine haierial Llassxﬁcatmn Manual
as most recently recommended by the Council of Petroleum Accountants Societies of North America.

Siateineni and Bhilngs =

Operator shall bill Non-Operators on or before the last day of each month for their proportionate share of the
Joint Account for the preceding month. Such bills will be accompanied by statements which identify the author-
ity for expenditure, lease or facility, and all charges and credits, summarized by appropriate classifications of in-
vestment and expense except that items of Controllable Material and unusual charges and credits shall be sep-
arately identified and fully described in devail.

Advances and Payments by Non-Operators
Unless otherwise provided for in the agreement, the Operator may require the Non-Operators t¢ advance their

share of estimated cash:outlay for the succeeding month’s operation. 'Operator shall adjust each monthly billing ‘

io reflect advances received from the Non-QOperators.

Fach Non-Operator shall pay its proportion of ail bills within fifteen ( 15) days after receipt. If payment is not
made within such time, the unpaid balance shall bear interest monthly at the rate of’ twelve percent (12%.) per
annuim or the maximum contract rate permitiéd by the applicable usury laws in the state in which the Joint
Property is located, whichever is the ]esser plus attorney’s fees, court costs, and other costs in connection with

the collection of unpaxd amounts.

Ad]ustments

Payment ‘of ‘any such bills shall not prejudice the right of any Non- Operator to protesl or question the correct-
ness therwf prowded however, all bills and statemerts rendered to Non- -Operators by Operator during any
calendar yvear shall concluswe]v be presumed to be true and correct after twenty-four (24) months following
the end of any such calendar year, unless within the said twenty-four (24) month period a Non- Operafor takes
written exception thereto and makes claim on Operator for adjustment. No adjustment favorable to Operator shal
be made unless it is made within the same prescribed period. The provisions ‘of this paragraph shall not prevent
adjustments resulting from a physical inventory of Controllable Material as provided for in Section V.

Audits fy

A. Non-Operator, upon notice in writing to Operator and all other Non-Operators, shall have the right to audit Ope-
rator’s accounts and records relating to the Joint Account for any calendar year within the twenty-four (24) month
period following the end of such calendar vear; provided, however, the making of an audit shall not extend the
time for the taking of written exception to and the adjustments of accounts as provided for in Paragraph 4 of this
Section 1. Where there are two or more Non-Operators, the Non-Operators shall make every reasonable effort to

“conduct joint or simultaneous audits in a manner which will result in 2 minimum of inconvenience to the Opera-

tor. Operatc~ shz'! Bear no portion of the Non-Operators’ audit cost incurred under this paragraph unless agreed
to by the Operator. .

Approval by Non-Operators

Where an approval or other agreement of the Parties or Non-Operators is expressly required under other sec-
tions of this Accounting Procedure and if the adreément to which' this ‘Acconnting Prosedurs e attszhed contsins -

‘no contrary” provisions in regard thereto, Operator shall notify all Non- Operators of the Operator’s proposal, and

the agreement or approval of a majority in interest of the Non-Operators shall be controlling on all Non-Opera-
tors.

—_1—
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I1. DIRECT CHARGES

Operator shall charge the Joint Account with the following items:

Rentals and Royalties
Lease rentals and royalties paid by Operator for the Joint Operations.

Labor
A. (1) Salaries and wages of Operator's field employees directly employed on the Joint Property in the conduct
of Joint Operations.

(2) Salaries of First Level Supervisors in the field,

(3) Salaries and wages of Technical Employees directly employed on the Joint Proper&y if such charges are
excluded from the Overhead rates.

B. Operator’s cost of holiday, vacation, sickness and disability benefits and other customary allowances paid to
employees whose salaries and wages are chargeable 1o the Joint Account under Paragraph 2A of this Section
II. Such costs under this Paragraph 2B may be charged on a “when and as paid basis” or by “percentage as-
sessment” on the amount of salaries and wages chargeable 1o the Joint Acéount under Paragraph 2A of this
Section II. If percentage assessment is used, the rate shall be based on the Operator’s cost experience.

C. Expenditures or contributions made pursuant to assessments imposed by governmental authority which are
applicable to Operator’s costs chargeable to the Joint Account under Paragraphs 2A and 2B of this Sec-
tion 11,

D. Personal Expenses of fhose employees whose sa)arzes and wages are chargeable to the Joint Account under

Paragraph 2A of this Section Ii.

Employee Benefits

Operator’s current costs of established plans for employees’ group life insurance, hospitalization, penéion,'re-
tirement, stock purchase, thrift, bonus, and other benefit plans of a like nature, applicable to Operator's Jabor
cost chargeable to the Joint Account under Paragraphs 2A and 2B of this Sechon II shall be Operator's actual

cost not to exceed twenty per cent (20%).

Material

. Material purchased or furnished by Operator for use on the Joint Property as’ provided under Section IV. Only

such Material shall be purchased for or transferred to the Joint Property as may be required for immediate use
and is reasonably practical angd consistent with efficient and economical operahons The accumulation of sur-

plus stocks shall be avoided.

Transpmtatmn

Transportatmn of employees and Material necessary for the Joint Operations but subject to the following limiia-
tions:

A. If Material is moved to the Joint Property from the Operator's warehouse or other properties, no charge shall

be made to the Joint Account for a distance greater than the distance from the nearest reliable supply store,
recognized barge ierminal, or railway receiving point where like matenal is normally available, unless agreed
to by the Parties.

B. If surplus Material is moved to Operator’s warehouse or other storage point, no charge shall be made to the
Joint Account for a distance greater than the distance to the nearest reliable supply store, recognized barge
terminal, or railway receiving point unless agreed to by the Parties. No charge shall be made to the Joint Ac-
count for moving Material to other properties belonging {o Operator, unless agreed to by the Parties.

C. In the applxca’uon of Subparagraphs A and B above, there shall be no equahzahon of actual gross trucking cost
of $200 ‘or Jess excluding accessorial charges. )

Se:vxces

The cost of contract services, eguipment and utilities provided by outside sources except services excluded by
Pardgraph 9 of Section II and Paragraph 1. ii of Section III. The cost of professxonal consultant services and con-
tract services of technical personnel directly engaged on the Joint Property if‘such charges are excluded from the
Overhead rates. The cost of ‘professional consullant services or contract services of technical personnel not di-

Y
rectly engaged on the Joint Property shaii noi be charged to the Joint Accouni unless previously agread to by

the Parties.

Equipment and Facilifies Furnished by Ogperator

A. Operator shall charge the Joint Account for use of Operator owned eqmpment and facalmes at rates com-
mensurate with costs of ownership and operation. Such rates shall include’ costs of maintenance, repairs, other
operating expense, insurance, taxes, depreciation, and interest on investment not to exceed eight per cent (89)
per annum. Such rates shall not exceed average commercial rates currently prevailing in the immediate area
of the Joint Property.

B.. In iieu of charges in Paragraph 7A above, Operator may eleci 10 use average commercial rates prevailing in
the immediate area of the Joint Property less 209. For automotive equipment, Operator may elect to use rates
published by the Petroleum Motor Transport Asmcxahon

Damages and Losses to Joint Property

All costs or expenses necessary for the repair or replacement of Joint Property made necessary because of dam-
ages or losses incurred by fire, flood, storin, theft, accident, or other cause, except those resulling from Operator's
gross negligence or willful misconduct. Operator shall furnish Non- Operator written notice of damages or losses
incurred as soon as practicable after a report there »f has been receiv~d by Operator - ~e

Legal Expense

Expense of handling, investigating and settling litigation or claims, dlsc}‘argmg of lens, payment of judgments
and amounts paid for settlement of claims incurred in or resulting from operatmns under the agreement or
necessary to protect or recover the Joint Property, except that no charge'for services of Operator’s legal staff
or fees or expense of outside attomeys shall be made unless previously agreéd to by the Parties. All other legal

"expense' Ts ~onsidéred 10 be covered Ly-the overhead provisions of Section III unless otherwxse agreed to by the

Parties, excepl as provided in Section I, Paragraph 3

-

—_—2

E4RN




i
i
|
q
3

B
<

RS

1 i -
o

10.

1t.

12,

. S,

All taxes of every kind and nature assessed or levied upon or in connection with the Joint Property, the opera-
iion thereof, or the production therefrom, and which taxes have been paid by the Operator for the benefit of the

Parties.

Insurance

Net premiums paid for insurance required o be carried for the Joint Operaiions for ihe protection of ihe Par-
ties. In the event Joint Operations are conducted in a state in which Operator may act as self-insurer for Work-
men’s Compensation and/or Employers Liability under the respective state’s laws, Operator may, at its election,
inclide the risk under its self-insurance program and in that event, Operator shall include 2 charge at Operator’s
cost not to exceed manual rates.

Other Expenditures k

Any other expenditure not covered or dealt with in the foregoing provisions of this Section II, or in Section Il],
and which is incurred by the Operator in the necessary and proper conduct of the Joint Operations.

1II. OVERHEAD

Overhead - Drilling and Producing Operations
i. As compensation for adrninistrative, supervision, office services and warehousing costs, Operator shall charge
drilling and producing operations on either:
( X ) Fixed Rate Basis, Paragraph 1A, or
( )} Percentage Basis, Paragraph 1B.
Unless otherwise agreed to by the Parties, such charge shall be in lieu of costs and experises of all offices
and salaries or wages plus applicable burdens and expenses of all personnel, except those directly chargeable
under Paragraph 2A, Section II. »fThe cost and expense of services from outside sources in connection with
matiters of taxation, traffic, accounting or matters before or involving governmental agencies shall be considered

as included in the Overhead rates provided for in the above selected Paragraph of this Section III unless such
cost and expénse are agreed to by the Parties as a direct charge te the Joint Account. -

ii. The salaries, wages and Personal Expenses of Technical Employees and/or the cost of professional consultanrt
services and contract services of fechnical personnel directly employed on the Joint Property shall ( )} shall

not ( X) be covered by the Overhead rates.

A. Overhead - Fixed Rate Basis ) ‘ o
(1) Operator shall charge ‘the Joint Account at the following rates per well per month:’

Drilling Well Rate $____ 3,500.00 N
Producing Well Rate $ _350.00 —=— MorZhl/

(2) Application of Overhead - Fixed Rate Basis shall be as follows:

(a) Drilling Well Rate )
[1] Charges for onshore drilling wells shall begin on the date the well is spudded and terminate on
the date the drilling or complétion rig is released, whichever is later, except that no charge shall

.be made during suspensign of drilling operations for fifteen (15) or more consecutive days.

[2] Charges for offshore-drilling wells shall begin on the date when drilling or completion equipment
arrives on location and terminate on the date the drilling or completion equipment moves off loca-
tion or rig is released, whichever occurs first, excépt that no charge shall be made during suspen-
sion of drilling operations for fifteen (15) or more conseculive days ;

[3] Charges for wells undergoing any type of workover or récbmpletion_for a period of five (5) ‘con-
secutive days or more shall be made at the ‘drilling well rate. Such charges shall be applied for
the period from date workover operations, with rig, commence through date of rig release, except
that no charge shall be made during suspension of operations for fifteen (15) or miore conseculive
days.

(b) Producing Well Rates

[1} An active well either produced or injected into for any portion of the month shall be considered
as a one-well charge for the entire month.

[2] Each active completion in a multi-completed well in which production is not commingled down
hole shall be considered as a one-well charge providing each completion is considered a separate
well by the governing regulatory authority.

{3] An inactive gas well shut in because of overproduction or failure of purchaser to take the produc-
tion shall be considered as a one-well charge providing the gas well is direcily connected to a per-
manent sales outlet.

[4] A one-well charge may be made for the month in which plugging and abandonment operations
are compleied on any well.

[5) Al other inactive wells (including but not limited to inactive wells covered by unit allowable,
lease allowable, transferred allowable, etc.) shall not qualify for an overhgad charge.

(3) The well rates shall be adjusted as of the first day of April each year following the etfective date of the
agreement to which this Accounting Procedure is attached. The adjustment shall be computed by multi-

“ plying the Taté eurrently in use by the perceniage increase or decrease in-ihe avéiage weekiy earnings of
Crude Petroleum and Gas Production Workers for the last calendar year compared {2 .the calendar year
preceding as shcwn by the index of average weekly earnings of Crude Petroleum and Gas'Fields Produc-
tion Workers as published by the United States Department of Labor, Bureau of Labor Statistics, or the
equivalent Canadian index as published by Statistics Canada, as applicable. The adjusted rates shall be

the rates currently in use, plus or minus the computed adjustment.
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B. Overhead - Percentage Basis
' (1) Operator shall charge the Joint Account at the following rates:

(a) Development

provided under Paragraph 9 of Section II and all salvage credits.

i

i

|

‘Percent (%) of the cost of Devilopment of the Joint Property exclusive of costs ]

|

(b) Operating i
— Percent (%) of the cost of Operating the Joint Property exclusive of costs provided !

- under Paragraphs 1 and 9 of Section II, all salvage credits, the value of injected substances purchased
for secondary recovery and all taxes and assessments which are levied, assessed and paid upon the min-

eral interest in and to the Joint Property.

(2) Application of Overhead - Percentage Basis shall be as follows:

; For the purpose of determining charges on a perceniage basis under Paragraph 1B of this Section 1II, de-
Ty velopment shall iriclude all costs in connection with drilling, redrilling, deepening or any remedial opera-
oo tions on any or all wells involving the use of drilling crew and equxpment also, preliminary expenditures .
necessary in preparation for drilling and expenditures incurred in abandoning when the well is not com- .
. pleted as a producer, and original cost of construction or insfallation of fixed assets, the expansion of fixed
H assets and any other project clearly discernible as a fixed asset, except Major Construcuon as defined in
Faragraph 2 of this Section III. All other costs shall be con51dered as Operating.

(1f necessary, to be negotiated at a later date.)

2. Overhead - Major Consf{ruction

e--LOnerata l ovorhosd—ag RAUTFOd Lo aan

ruotion-—and—in 5 X~

% of total costs if such costs are mpore—tiimry ____ _butlessthan$___ _ ; plus
B. 9, of total costs in excese—oT §._ _but Tess~than_$1,000,080; plus

C. - 9% of toial-eo in excess of $1,000,000, ) ,

Total costesd l mean t.e gross cost of any one prmect For the purpose of thls paragraph, the tompopent parts

s N Y shal a s b

3. Amendment of Rates

The Overhead rates provided for.in this Section 1II may be amended from time to time only by mutual agreement
between the Parties hereto if, in practice, the rates are found to be insufficient or excessive.

>

B

IV. PRICING OF JOINT ACCOUNT MATERIAL PUR"HASES TRANSFERS AND DISPOSITIONb

Operator is responsible for Joint Account Material and shall make proper and timely charges and credits for all ma-
terial movements affecting the Joint Property. Operator shau provxde all Material for use on the Joint Property; how-
ever, at Operator’s option, such Material may be suppiied by the Non-Cperator.~Oparatar chall make timely disposition
: of idle and/jor surplus Material, such disposal being made either through sale to Operator or Non-Operator, division in

kingd, or sale to outsiders. Operator may purchase, but shall be under no obligation to purchase, interest of Non-Opera-
tors in surplus condition A or B Material. The disposal of surplus Controllable Material not purchased by the Opera-

¢ tor shall be agreed to by the Parties.

st

¢ e At s i £ s

AT ENEAS Ui

gf 1. Purchases

: Material purchased shall be charged at the price paid by Operator after- ‘deduction of all discounts received. In case
‘' of Material found to be defective or returned to vendor for any other reason, credit shall be passed to the Joint
Account when adjustment has been received by the Operator.

2. Transfers and Dispositions | .
“Material furnished to the Joint Property and Material transferred from the Joint Property or disposed of by the o ' .
Operator, unless otherwise agreed to by the Parties, shall be priced on the following bases exclusive of cash dis-

counts:
"A. New Material (Condition A)

(1)' Tubular goods, except line pipe, shall be priced at the current new price in effect on date of movement on a
maximum carload or barge load weight basis, regardless of quantity transferred, equalized to the lowest
published price fo.b. railway receiving point or recognized barge terminal nearest the Joint Property
where such Material is normally available.

(2) Line Pipe

{a) Movement of less than 30,000 pounds shall be priced at the current new price, ir effect at date of
movement, as listed by a reliable supply store nearest the Jomt Property where such Material is nor-

mally available.

{b) Movement of 30,000 pounds or more shall be priced under provisions of tubular goods pncmg in Para-
graph 2A (1) of this Section 1V.

{3) Other Material shall be priced at the current new price, in effect at date of movement, as listed by a reliable
supply store or f.0.b. railway receiving point nearest the Joint Property where such Material is normally

available.
B. Good Used Material {(Condition B)
_Material in sound and serviceable condition and sunable for reuse without reconditioning:
{3} Marerial moved to the Joml Propeny R e B ]
(a) At seventy-five percent (75%) of current new price, as determined by Paragraph 2A of this Stciion IV,

.

¢
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(2) Material moved from the Joint Property

(a) At seventy-five percent (755¢) of current new price, as determined by Paragranh 2A of t‘us Section TV,
if Material was originally Lharged to the Joint Account as new Material, or

i —_—
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(b) at sixty-five percent (65%) of current new price, as determined by Paragraph 2A of this Section
1V, if Material was originally charged to the Joint Account as good used Material at seventy-five per-
cent (75%) oi current new price,

~The cost of reconditioning, if any, shall be absorted by the‘transferring property.
Cr Other Used Material (Condition C and D)
“(1)" Condition C
Material which is not in sound and serviceable condition and not suitable for its original funclion until
after reconditioning shall be priced at fifty percent (50%) of current new price as determined by Para-

graph 2A of this Section IV. The cost of reconditioning shall be charged to the receiving property, pro-
vided Condition C value plus cost of reconditioning does not exceed Condition B value. '

{2) Condjtion D i
All other Material, including junk, shall be priced at a value commensurate with its use or at prevailing
_prices. Material no longer suitable for its original purpose but usable for some other purpose, shall be
priced on a basis comparable with that of ilems normally used for such other purpose. Operaior' may dis-
pose of Condition D Material under procedures normally utilized by the Operator without prior approval
of Non-Operators.

D. Obsolete Material
‘Material which is serviceable and usable for its original function but condition and/or value of such Material
is not equivalent to that which would Jusley a price as provided above may be specially priced as agreed to by
the Parties. Such price should resuit in the Joint Account being charged with the value of the service ren-
dered by such Material. ‘

E.: Pncmg Conditions
(1) Loading and unloading costs may be charged to the Joint Account at the rate of fifteen cents (15¢) per
hundred weight on all tubular goods movements, in lieu of loading and unloading costs sustained, when
actual hauling cost of such tubular goods are equalized under provisions of Paragraph 5 of Section ]I

(2) Material involving erection costs shall - be charged at apphcab]e percenlage of the current knocked-down
price of new Material.

3. Premium Prices

Whenever Material is not readily obtainable at published or listed prices because of national emergencies, strikes
or other unusual causes over which the Operator has no control, the Operator may cha'rge the Joint Account for the
requu‘ed Material at the Operator’s actual cost incurred in providing such Material, in making it suitable for use,
and in moving it to the Joint Property; provided noticeé in writing is furnished to Non»Operators -of the proposed
charge prior to billing Non-Operators for such-Material. Each Non-Operator shall have the right, by so electing and
notifying Operator within ten days after receiving notice from Operator, to furnish in kind all or part of his share
of such Matcrial suitable for use andxa,ééeptable to Operator.

4. Warranly of Material Furnished b L .. ator

Operator does not warrant the Material furnished. In case of defective Material, credit shall not be passed to the
Joint Account until adjustment has been received by Operator from the manufacturers or their agents.

V. INVENTORIES
The Operator shall maintain detailed records of Controllable Material.

1. Periodic Inventories, Notice and Representation

At reasonable intervals, Inventories shall be taken by Operator of the Joint Account Controllable Material.
Written notice of intention to take inventory shall be given by Operator at least thirty (30) days before any inven-
tory is to begin so that Non-Operators may be represented when any inventory is taken. Failure of Non-Operators
to be represented at an inventory shall bind Non-Operators to accept the inventory taken by Operator.

Reconciliation and Ad;ustment of Inventorles

Reconciliation of a physical mventory wuh the Joint Accouni ‘§hall be’ made, and a 1ist oi Overages and shoriagées
shail be furnished to the Non-Operators within six months following the taking of the inventory. Inventory ad-
justments shall be made by Operator with the Joint Account for overages and shortages, but Operator shall be
held accountable only for shortages due to lack of reasonable diligence.

™

3. Specnal Inventories

Special Inventories may be taken whenever there is any sale or change of interest in the Joint Property. It shall
be the duty of the party selling to notify all other Parties as quickly as possible after the transfer of interest takes
place. In such cases, both the seller and the purchaser shall be governed by such inventory.

4. Expense of Conducting Periodic Inventories .
The expense of conducting periodic Inventories shall not be charged to the Joint Account unless agreed 1o by the
Parties.

The overhead costs stated in Article III will be adjusted annually on January 1 of
each year to reflect an inflation adjustment factor. The inflation adjusiiment factor shall
be the sum of a factor equal to 1/100ths of the quarterly percent change in the GP implicit
price deflator plus a correction factor of 1.02. The term "GNP implicit price deflator"”
reans the prelnmnar) ent.lmate of the .:rpllcn.t prlce deflator, seasonally adjusted, for the

endar qua.rter mvolved The term "qunxtarly percentage change in GNP implicit price GEELBEOL S e e i e

‘means the guarterly percentage change in the GNP implicit price deflator computed and publlshed

as an anrual rate by the Department of Commerce, for the most recent calerdar quarter for which
such quarterly percentage change has been so published at least 8 days before the beginning of
January 1 of each year.

."
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PLETOLN DTN S IO S N 00 Y leee o =
£D8 thit lesse shell incucs all )ands owned by lessor adjacent to the lands bereln particularly described.

- used Dy the lessee for the maunufacture of gasoline or any oOther pro

reptal &nd cover the privilege of defe A :
Tement ¢f drilling operations ipey be Surther deferred for s successively. - All payment

“Upartior paris shall fai

FORM 83-1;——__—-_911. AND GAS Lradc

20th Coanvary. . 1981

THIS AGRYENMENT, Eotered Into this [URUURvndsSPUUURIPURNY - | S N . | (P,
bnwzen...._..‘.}..%....l}. ! P'..:.Q: jad 414'_ 1 L‘ldm’wﬁqw 87416
—— ] - bereipafter called Jeasor,
apd S & I OIL CI)MP“NY - hereinafter called lessee, does witnesa:
3. That letsor, for 8pd 1o consideration- of +<he sum of -M*MAJ.QQ_" Dollsrs  ($ l.Q..QL,.
ts and agrecments bereinafter coptaincd to be perfortuaed by the Jessee, has thic day granled and leased

In hsnd psid, apd of (he covenan
snd hereby rrants, Jeases snd }ets unto the dessee for the purpose of mining and opersting jor and producing o) and gas, casingberd ges
and cssipghesd gasoline, 1aying pipe Nines, bul)dlnf tanks, storing o}l, bullding power stetions, telephope lines and Other structures thereon

facture all of such substsnces, and for housing and boarding employees, the following described

to produce, save, take care of and mobu [
tract of land lnv...“.w__.-s-an J_‘l_.l_a;n_‘~"_ New Mex1c0 —.lo-wit:
TRACT 1: 3.90+ acres, situvate in the SW/4 SW/4 of Section 2, T29N, R15W,
NMPM, San Juan County, New Mexico being described as follows:
BEGINNING at a point which is 544.00' N89°07'36"E from the SW Cornexr
of said Section 2. Said point being in the center of County Rd No. 62.
i

Covnty.'

THENCE: N0°39'12"E, 1318.24';
THENCE: N89°28'42"E, 128.27°; ;
THENCE: S0°25'10"W, "1317.43"' to a point in the center of County Rd. No. 62;
THENCE: S89°07'36"W along said centerline 129.18*' to the point of beginning.

<

[PV

- -7_ . ‘ . ; : f)’ tf;,'é,.‘)“ /

T390

- acres, more or less

S.0.0.0.8.:0 535-C 3,V 9. 9.8 0. 0.9.0.09.89 0.1 S and oon*ilnlng

2. 'This leese shall 1emin

or any of .them is produced. . L. - - - . . - 3

3. The lessee, shall deliver to the credit of tbe lessor as royalty, free of cost, §in the pipe line to which_lessee may conpect its wells
the equi),. .» part of all oll produced and ssved from. the lessed -premises, or at the lessee’s option, may pay to the ' lessor for
such 1 4 < royalty the market price Jor o}l of Iike grade and gravity prevailing on the day suvch ofl 15 rup into the pipe llpe, or Into
storsge tanks. o - ) _ . *

4. The }essee shall pay lessor, as royalt %-/4 ~ .= 0f ‘tbe proceeds 1rom the sale of the gas, as such, for gas:rom wells .where gas
only 15 found, and where pot s0)d shall pay. 257 _"per apbum as royalty from each such well, and while such roralty is so pald such
wel) sbal) be h2ld to be's produsing wel) under paragraph pumbersd twoO hereof. .The lessor 10 have gas free of charge from any gas well
oD tbe leased premises §or stoves and inside 1fgbts in the principal é welllng bouse ob. sald land by making his own connections with the
well, the ust of taid gas to be at the lessor's sole risk and e The lessee shsll pay lessor for gas prodvceed from any ofl well and

as TOFvalty. dw-x-~ - of the market value of such gas at the

- of the proceeds of the sale thereof. :

in force for & term of One_(l)yw. apd as lopg thereafter as oil, gas, c2singbead gai: casinghead gasoline

mouth of thbe well. If sald gas is sold ‘b5 the lessee, then, 8s royal

5. this 0il and.Gas Iease 1S 4 paid-yp fease. .~ "= T " e :

e _cogsaticer

'all termipate 8s to doth parties, unless the lessee shall on or before this date, pay Or tender to the )essor or for the 5 a3

Shn 0T
i the. Bank at.___ o
are the leszor's ageut and sball continue s the gzoeettois of any and all sums paysble under

11s successors, whick bapk and 3is3
this lease, regardless of chinges ol"ownersmp in sald 1a he ofl px. T the rentals to accrue thercunder, the sum of
- . Dolers ($_7_ ) which shall operste as

.1 Tamencemtnt of drmlngoperaffons oy 0 one year. 1ln like manner and upon

1 paying date. NoiH

J1ke payInenits or tenders, the
ye shelH

or tepders may be _roosd check or Aaraft of lessee Or nT assignee.thereol, meiled or celfvered on or bejore >
death of the lessor, or Dhis successor in iGlerest, the pasment or tender of rentals ip tbe manner proéTos

withtian i ioe—T7
g A AWp hptre Aeosigppr pwoloatrve oA e Avmdnteecmener ¢ grral Torenn

€. 12 &t spy time prior 10 the éjscovér;- of ol or gas oD this land snd'd\”x‘r‘lns .the term Eo! this Jease. the lessee sball d,rymi_‘a dry bole,
or holss opn 1hfs Jend. this Jezse sbell not terminate. provided operations for the ariling Of s weli shall bs commencéd wilhio twelve
e reptal period for which rental hss been paid, or provided that withio sald period the lessee

‘mesths from the expiraifop of -the Jaest re 4
Sepine Or resumes the. Peyment of reblels in theé mearnner 2pg 2mount hereln sbore provided: a5l In this event the precedipg pzregrzphs
3 governing ihe parment ©f repials 2pd ihe mzpper 2bd efiect thereo! shal} coniipue io force.

r.eren! . :

5, Ip gese sald lessor owns s less interest in ihe above described )end than the entire and undivided fee simple esiate therein, thep

the rovilifes £nd Tesixl: herein provided Jor sball be psid the ssic lessor onls ip the proporiior which his interest bears 10 the wbole
znd undividged fee. . . ) . N _

E. The lcsses shzll have the right to st Sree of cosl, gas, o) ené wster found oOp sz1d Jané for iis operations thereon, excepi water

ZeVs 07 the )essor. Wbhen required by lessor, the lessee shall bury pipe lipes below plow depth 2nd sh2ll pay for dazpe caveed

cns 1o ErOWing €rops o said land. No well shall be crilled mearer 1than 200 fcet to the kouse or berp DOW ob ssld premises

‘em-ter consent of the lessor. Lessee shell ©ave the yight at apny tumwe during of sfter the expirationp of this lease o yemove all

¢ other structures placed op safd premises; jncludipg the right to ¢rew snd remove 2!l casing.

£yiures, houses, bulldings 2n
neestete 0f either pirtr bereto 3s assigned (2nd the privfiege of eisigning in whole or in part is expressly :zilowed). the corv-
7 sne))l exiend 10 ine nirs. execulors. sdminisiralors, successors enc 2:Signs, but ro chepge of osmership ip the lend or in
j« cr roralites shell be Dindipg on ihe Jessee Dt after noilce to the lessee and 3t hes bees furnished wWith the wyiites trznsier
ment OF & ceriified copy thereol. In the erent tbls leage chel) be 25sigped 25 10 2 parl or 2s 10 parls of 1be sbove described
- ¢ holder or owrner of 2ny suvch pert oo paris shal) fall or mszke Befzu)t Ip the prrmep:’ of the Proporicoate 213 o the
= him or ibem. fuch default shell Dot operale to defeat or sfiect this lease In s0 f2r 23 4t covers 3 peri oF p2ris of sxuid
oz Yomick 1he sa)¢ Yrssee OF BN pESIgDrE hereo! shill mnke due paymedt of salé redtels. (1 61 znY Ume ihere bt 25 maDy 23 four periles
6 tertrls oF Foyilites, lessee Imay witbhold Piymenis thereo! lunless 2né uptfl el pariles designzie, 1D WINIDE. 1D R Texs-2akle
£nc 1o be Aied Witk 1ne lessee, A& COMMTMOD 2ReDL 10 recalve ell payroents due hereunder, and 1o erecule division end
o benid? of z2¢d pares, £Dd thelr respective succerssors in title, N
30 Lceecs hereds WErTzNis fNE 2cTees 1o Cefend the tue to ibe }and berelp described epd sgrees 1hst the Jessee, at ite option,
ALY esd. discharfe DY IzXes, Imorigaget, OF Oiner Jiens exisiing. Jevied, or mssersed ‘On ©Or mgeinst tbe above described Jands soc.
be sul7ofsted 10 the rigbtls ¢f apy Lolder o holders thereo! £od may reimburse 1tsell by epplring

tax o7 oiber Men, en¥ rofelty Or Yerntals sccrulng berevnder.

iransfer c-ders

‘n evens 1 eiercises ruch opiforn, ft shall

10 the ¢itcharge of &DF suck -morifage.
tn 1hir Jesse cocialped to the coDUrery, it Is expressly agreed zhst I lessee sbsYl commence (rillng

1) - Nerwithrianding ssYLLINg L .
Jesese is In force. this leese shall rem2ip ip force 2nd 3is iertp =hal continue 50 )ong as sucbh operstions

nAperpiiofe 2% £DF tame whie thls
ve poosecuied. 2pé, 3 proluclion resulis tneselrom. then as Joog es producilon cozilpues.

12 17 within tbe »:imsry term of tbls Jeasr production on tnt leased prercise: shall esese from eny cruee, Idls Je2se shel]l not te-)-
nate provided cperstione for the driling of s well sba)) be commeptsd bfore or oD tbhe Dext ersulngp repial paring cate; o-, proviced
lrscet bep!ns Or yesurnes the paiment of repials ip tbe mannes s—-4 wmount b--~‘Sbafore piovided. - 18, sfter the expiration of ibe pnimsry
tern of this lease, produciiod ©n tbe Jezsed precises shall czar. " O BDF =80z thiy leese ghall pol wwminate prorided lessee resumes
copessilons sor eénliog » wel) within sixty (60) days 1rom such cescation, spd this Jezse shell yermalp 1b Jorce dunsog the prosecution of

sucd  openstions ard. Y produciien resuits tbereffom, then as 301 ar productic  contibpues. . . . B
£33, 17 ‘the. Jessed premiszs shal) bereafter be owped In sevesilty Or ip seperale tracts. the  premises, pevertheless, shall be developed
A nmeratsd  as: opt lrast and a)ll royxities accruing hercundes sha'l be trested a3 b entirety sné thall be divided amopng snd paid
"o FUCH EESATILE COWDET i LR B Ttz _that the acreage O¥Ted DF . esch such separate owner bears to ibe entire lessed screaps,
CeTrere shedl be po odblipruion on the part of tbe TFEste Lo ofisel” Weiis ~on - Fiptiae -3i2013) inte - which. the . land covered by thls lease
aov be heéteafter @iridad Dby aale, Coevise, Or. olherxise, .or Surnlsh geparate measuring OF recelving tenXs. It is -Hereby - S5TEd ihat
lm %he evedt thic lezer shall bt Asvigned a5 1O s PsTl Or 2310 parus of the above described lands, and the holder or ODZr 07 apy s
g 1 or ma¥Xe defsvit in the payment ©f the proportionste pari of the rert due Jrom Bim oy tbem, sucth defsvl:
sheil ROt operate to defest or aflect this.)east It ko gay 23 11 cOVErS 8 Psr1l o7 parts of s13d Jand upod which thr ga1d Jessee Gr Dy essiFDee
hrirt! FRAl make due payment of A5 Teptsls. 1f Al 3Dy time there br.oas many ss Jour piriles entiled to reptals ©7 yovaliles.
leaset msy withholé psymenls thereof unless 8nd URtIl all parties desipnate, Yo W7ILIDE, ID & yecordable instrument to be flled wilh
the Jrmeee. & eDrmOn atent to receive all paymenis cue hereunder, and to execute AITLSIOD ADBE LIRDElET orders on behalf of said paniet,

sud 1heir resprotive succrseors in title.

34 leoer gary sl apt umer and fro
¢ rnatling 3 Tierse thereof 10 the Jessor.
=ri Lease tnd oD My termro erndittons, apé cnpulivionr 1R adl extend 10 snd be birding oT £}l succenors of s31¢ Jeseor or lessee.

m tunt 1o time surrender Chis lease »s 10 anY PArt o parts of the leased premires by dedirering
o1 by piacing & rrlense the:eo! of rerord In the prope: counly.

e

b




S o eee wessagsa, AU dABIUTE SO SOMPLY WD Lot

Cer ee  wwsepusuLs WISIEWILO 13 PFEeYENIRd By, O 1L auch fallure ts ihe rosult of. 3ny Federsl or Scage laws,

cATCUIIVE Ciceri. Iuies, or seygulations. If. ai the end of the primary ‘efm Nereol, such term has 0ot odeea estended by productiion of
druling 43 i this lease provided, snd lersee. by reason of sny of the above reclited causes. (3 unadle to drill a well qo the ieises
premises {or ofl or gis. the primary teron and the reusal provision hereof shall de extended sutomucically (rom yeur to yesr until the 8rsc
acaivestacy hereof gccuring alfiely 150) or more days (ollowlng the removal of such delsying cause. Duriog any period that {essee (3
usadle to proauce and/sor market any products f(rom the leased premises by reason of aay of the above recited causss, this lewse shsil
temain 12 tull force and effece, . . ’

17. Lersze 13 hereby given the cight at its optlon. st say time and from time to time, t0 pool or unitize all or any part oOr Dafts
of ilte adbote described land with ather land. lesia, or lezszs in the Unmmiediiie vicinity thereof, such pooling to be 10io unRils BOL €x-
ceeding INC SUIBITIUM Tsite tract on which s well may be drilled under lawy, rules, or regulations In force at the time of such poolicg
or uxziiiz:rtica: provided. however, that such units may exceed juch minimum by not more than ten acres If such excess (s necessan
‘n order t0 conform o ownershlp suddleisloas or lease [lnes. Lessee 3shall exarcise sald optian., as to each deslced wunlt., by executing
and cecording an {nsirument (denufying the unitized area. Any well drilled or operatitts conducted on sny part of each such uant
shall be c<cnnidered & well dnlled or opezations conducted under th is lease, snd there she'y be allocatad to the portton of the above
de.c Yed !3.1 lncluded {0 any such unle such proporiion of the.antual production (com all we t 0a such unic as lessar’s iateress, If any, 'a
such poftion ¢ompuled oa aa acresge basis, bears to the entire acreage of such uaik. And 12 13 understood and agreed :hat the prodiucien
o al'cuwad Ml he considered (oc all purpases, lncluding the psy mient oc dellvery of o~ 1*=, t3 be the entice produciiea (som the
porttca’ Jf the adove described laad lncluded In such unit tn the same manner as though atouuced (rom the above described land uaasr

the terms o this lesse.

N WITNESS WHER EOF, we sign the day and year first adove written.

fc"msmmdealm"mhersole '
and separate property ... ... ...

state or._ NEW MEXTCO : . ,
ss. ACKNOWLECGMENT FOR INDIVIDUAL !
COUNTY OF ... 230N JUAl .
. ) I
Before me. the undersigned. a Notary Public, within and for said County and State. on this SRR ‘
’ day of... - .“..wk‘,.._..«;.m.._.... 19 _8_1 perscnaliy appeared JONA BRIMHALL .. ... '
‘ and.__.__ ... S U ST I e *n____‘_;_,__?_ .................................. - f
5) to me"pets'nnally known to be the identical perscn .. who executed _the @vithin and foregoinz instrument and acknowi-
edzed to me that _She_ executed the same as __N@X ' free and voluatary act and deed for’the uces and purposes
I therein set forths - T R e T A R
- INWI'FNESS WHEREOF, 1 have- hereunto S_e; ‘my hand and official seal the day and year -last above written.
My commission expires__ . o T ;
. o Sa - ! . - . ] -2 R . . .f SN : Notarypublic . i
_‘ ‘-..-» - . Lo v "-._ ;‘ ST Ao
; - R RS : w3 e - , B L
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v ;e — HEN o' H fod g 8 i i 3. Cf'
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: ! - H ' a8 . 3 ‘o . ‘& 3 & s, I ] > o U): [’-‘:‘
: i N Pl oAaCa =& i @ O i 2 2 S 9 Booi
‘-
; .
N . ; -
: STATE OF...._..o oo SR ; - .
i B 2o - ) > SS. ) ACKNOWLEDGMENT FOR INDIVIDUAL
: COUNTY OF B S )
L - Before me., the undersigned, a ‘Hotag—y'Pub_vlic, within and’ for said County and State, on this
day of i . . . 19..____, perscrally appeared i
. and._. 2 : L o s ~ ;
| : T . . : ' ' ; : - v o
{ to me pessonally known to be the identical person .. who executed the within and foregoing instrument and acknowl- . = IR
i : i - ik e e R T T L DT D S e e 1 T T
e L g i w<Xccuted-ine samé as . Iree and voluntary act and deed for the uses and purposes
therein set forth. ’ ' ' . S S
N Wl_‘gNE'S‘S WHEREOF, I have hereunto set my hand and official seal the day and year last above written,
- 4” . i - ’ .
My commisston fexpives. ... e ee st oottt ee s et res e e ee e 2 remremeeas et e e s e,
: ; ' < Notary Public
Ll N - *




<utnh ery ol VTuRMALY

et AT g

TMIS AGRETNMINT, Extorrd Jpw 1} e

Vetween FAXINE LM}’%TI'H'ER ‘angd FREDERICK L. -}1ATITMER and M.. ANE L. HATTEMER, Bushband and :
N~ WifE, JOIRt NGrARtS, WIHSe aodress 18 4836 West 138th Street, Hawihorne, California |

90250 L .

—

: . . ) ’ X bereinafter caled lessor,

2 nereipafter called Jessee, dots Wilpess!

S & I OIL OXMPANY o .

1. %3t lesror, Sor D0 in considesstiop of tbhe sum of. TEN AND 1@/100 ““““““““““ LT DoVars (._]:Q_LQ_Q____)'
ts man¢ piid, £nd of the corenants :nd sgreemepis berelnhiler coptaiprd 10 br periormed by 1be Jessre, sy tbls O3y granied apd ltared .
54 Lty prenty, Jenses snd Jetr unto the deisee f0r tbe puspuse of mining end opetrating for and producipg o!ll apd gas, casidpgberd gus -
angé cotinitwad pesuiine, Je¥iog pipe Jines. butidipg tanks, florlpg oll. Luilding power sittions, tedephone lpes and otber structwes ihtzedn
10 = néute, Ihve, Lrxe care 03 3pd mMEdulirciwe al) of such subsizpcer, 2308 Sor houting apd bosrding employees, Lbr 10)IOWIDE Gricritied
Juan County, New Mexico —_ . to-wit: o

and

wrmel OF DO YD L

1]

l TRACT 6: 3.89+ acres, situate in the SW/4 SW/4 of Section 2, T29N, R15W, NMPM, )
San Juan County, New Mexico, being described as follows: Beginning at a point which

is 1189.90' N89°07'36"E from the SW Corner of said Sec. 2, said point being in the
center of Co. RA. No. 62; THENCE: N0°27'30"E, 1314.19'; . THENCE: N89°28'42"E, 128.27';
THENCE: S$0°25'10"W, 1313.38' to a point in the center of Co. Rd. No. 62; ‘
THENCE: S89°07'36"W along said centerline 129.18' to the point of besginning.

O e ——o

oo
e

|
|

| ‘ e Exbibt 2 o

- o Cw{-’?-:;;o/

S E0.0,0.0.0,0,8,8.0,8,9,0,07 22,00 088,600,005 E8 06000 ¢ XHOBSAX, - and con%alhlng._:i.i_gg__; acres, more or Jess,
d by Jessor adjacent 10 the }ands berein perticularly-described. -~ .- .- ¢ % A T

+nd this dease sbal) InQude s} lands owne T !
2. This Jease shall remein in force Jor a term OF one(i);.-.sx srpd at long thereafter as oll, gas, casingbesd gas, casipghead gasoline {

or any of them is produced. . s - e L.

3. The )531e éhal) aeliver 10 the credit of tbhe lessor as yoyslty, free of cosi, Ip the pipe line to which lessee may conpect its wells :

the eguyal R / part of sll ol produced-and ssved jrom the )eased premises, or at the lessee’s option, may psy to ihe lessor for
such ,4h-* royalty the market price for oll of lixe grade and gravity prevailing op tbhe dsy such off &5 run inte the pipe Hoe, or joto

sorage tanks, : - ; S B - - o : . -

[ 4. Tbe lessee .sball .pay lessor, as royaity, - 4 . - of the procseds from the sale of the gas, as such, for gas from wells where gas t

on)r 15 found, and where not sold -shell pay 2t per snnum as royalty from esach such well, and while sucb royaity 55 $0 pald suceh i

The lessor to bsve gas free of charge from any pas well :

wel) sbal! be held 2o be.a producing well under . paragrapb npumbered two bereof.
on the Yeased” premises Jor s51oves abpd inside )igbts in the priocipal dwelling bouse op s8jd land by makipg bils own connections with the

5 well, the use-0f eald ‘gas to bt st tdhe lessor's sole risk and expense. The Jessee tbal) pay z» lessnr for gas produced Irom apy oy) well and ;
used by the lessee for the mapufacture Of gasolipe Or aDy oither procugt 4ns_roya)ty.. 1;/ - 7 of the market value of such gss at toe :
mouth of tkhe well. )i sald 1s 5014 by the lessee, thep as ros-al‘I <>-0f the Proceeds of the sale thereofl. :

ea.

5. This Oil Gas Lease 1s a paid-up se.-

P Tl RPN C NI UYL V- B T | PP ST O

B € 32 nmpestinve foe ebg ALAMieo of o oo £ i ‘
. L oI hall 1erminate as to both perties, unless the lessee shall op ©oOr before this date, pay or tender to the lessor or for the lessor T
B : or

1n tbe any at. H
$ts successors, which bank and & ese are the lessor's sgent apd shall continue as theé de apy and al) sums payable under §

this lease, regardiess of chapges ©f ownership in sald 1z the rentais to accrue thereunder, thesum of i

DolMars (¢ ) which shall operate eac
of one yezr. 1o llke manner -apd upon
3 successively. Al payments :
TRl ying dste. Nos- ;
shall '

i

he ol} &

AN N A

renta) and cover ithe privilege of  defe —Tommencement of drllling operations jof >

11xe payments oOr lenders, ths oo cement of drilling :operations may be further deferred for
o 1epders mav De_zed= Tl check oOr draft 0f lessee or any assigpee tbereol, mealled or delivered-'op o7 before
withe z o2 T'e dealh ©of the lessor, or kis puccessor in intes Ibs pavment or tender of rentals in the manncr provs

..
Lsdas s R Dot ipsmasp s 8 iinV v pepse

2

vt oy

3 e Ch-Y h LY L e
¢. 1f £2 any tirne prior 10 tbe discovers of oll or gas on this land and during the.ierm ©f this lease. the lessee shall drlll 2 éry bole,
: o0 holes. oD - this Jerd. this lezce shell Dot termipate, provided operziions 107 1be ¢:rilling of & well shill be commenced Within iwelve
- ~ionths fr0m the expitation of the last raote) period for which rénial hei been paid! or provided  that within sald period the lessee
efins Or resumes ibe . reFmnent of renigis iz (he mennes £ 2mcunt bersls 00T Provided: snd 1p 1his event the preceding paregrephs
itreos goverpins the payment of yesisls tng the meroper 2D efect thereoi shsll coniloue i foree.
Yt ‘cese seid leesor owns g less iDlerest ip thr sbove describec 1ind thap the eciire 'snd undivided fee simple estate thereln, ih

Pt

3. £
roreities end recials hereln provided for sball be. pzfd the r3id jessor oniy in the:proportion wbich his interest beers to the whole
andivided fee. . L . - ) P

£, be lessed shzll hzve {he right 10 ust fres of cost. zes. ol eNC Tster fourd or sIi{d-Japd.Sor its operallons thereon. txcept weier
sror tne Sels of tne lessor. - When reguired by lersor. the lessee £hz)i bury pipr limes below plow deptlh apd sball pay for daiage cavied
BT 3ts, OpEraliops o RrOWiDg erops op s2!d Jand. No well shall be crilled pearer ibhir 200 fcet o tbe bouse or bern DO Ob 54 premises
© - consept 0f the fessor. Lessee shall hesve the right £t &by ime during or after the esplrztion of this le2se 0 remove el

sxiures. houses, pulldings 2nd olther siructiures plzced OC sald prercises, Including ithe flght to €AW apc remove @l casimg.
1£1e of €ithzr Ditly bereio s essipned (2nd the poitllege O zxsizuing in wdole ©F in part Is expressly sllowed). the co¥-
1 exiend 10 the hAMTS, eXtcLlory, RLMMISISITEIONS, FUCItESOrs snNdé fesiFnRs, bul No cbenge ©f o3DErzhip In the tpd o o
rozed:ifas shell be L:ind!Dg oD ihe irssee un) £ller noiice 10 1ht lessee 2nd 1t kRs bets furnlthed witk the wrhilien transter
©r & ceriihed copr thereGi. 1In the event bl Jrasc ehell be zes)pDeC 2z 10 £ PRI Or 5 W Parte of the sbove dascribed
nolder ©f owner of zn¥ fuch Pt OF Ps shel! feil O male Gefzull in tbe pryment ©of the propceritosate pamt of  the
1hem. guch delzult shzlf nol o e 10 defert o shect thic lease In so covers & Femi O parls of said
Jrgaer €r 7T TELICTMISE DeIEOT XL Ye cut SeTTReTt OF sald reot2ls.s ¥ et aod 05T Lamlies
jerses —ry wiithold pz w thereor vrnisss o€ unili all purlies rZxhie
jetste, & CCITTNOT apeDi O reefive &)} peTZencts due Nercunder, enc

the

me

eower
te Civision end iTazms!

- £
er

‘!"-?««».,-

of =28 pamies,

rsfcr hereby Werrouis eDd kfTees o defencd the e {c 1be lend herfin described £nd egprees thet the lesree, &2 It cpilom
~av E=@. CISCHETEE EDF LEYes, Dotigagper, ©f Othel Ilans eyisiipg. Jevied, Or 2ssess2d OT oOF mp2inst ithe DO descrided lipds €38,
= event 1i exerciser such optlon, 1% shzli De suliofzied 10 the mpbiut ©f epy B0)6sr Gr holdemy thereo! znl ey relmburse fisel] by pp2IFsE
10 the elicnarge ©f 8357 £3ch iomigafe. tax or other len. #2235 TOFellF or renials sciruipg bereupder.

11, Xoswiinsiancing enriking 3o ihis derse cornizinel 1o the conirery, It 1s expressly agreed thsl if Jesset shall commence enilling
d Creoatlend £37eDE imie while this lease i3 !o foree, this leese shall renasp 1o force sand fis terrr shall continur &6 oZp as such OperatioDs

sre poospzuteé eDC, ¥ proZuciien resulis theselromx, then st Joogp ey production coniioues.
37 withip 1bt pPrimers wesm Of thic jeese Production on bt Jeasel premixer xksll ceese Ir0I RDY c2UFS, 1%)s Jexse 221} Dot termd-
tent for the crilap of 3 well shsl) be commednced beforr OF OL tbet pext ex uldg reeial paring dste: 05 RT0TIANG
;es 1Ne peinest Of reotals ip the mmasnney £nd pmouni herelnbeiors proviced. 1. 2I%e; the expinsiiop o tb: primscy

terot ©f <hie dease. produciion oo the Jezssd premilses gha)] ctase f1oT ac, tuse, this lease shall D! tesf” inoAte providel lessee yesripe!
operiiicos for érdiitop a well withip sixiy (60) days Y70 surh cesyalion, sou thls Jeese shall yex N o Sorer cunpg tbe p. ar cThU0D Of
such opemations  a1d, 3 production resulte therelrom, t4hen mg loop 2 Prodi:  LOD coldilnues. -
§3. 3¢ the lersed Fremises shall bereafier be oxDped In severslty OF 1D sensrale tracis. tbhe prexm’' veveriheless, thal)l be e~eloped
onersted as opt leese spné all royzliles sccruing hereunder shel) De treawrd m: sap entlrety 2oe shell be divided emioDg add Ppald
o N menirate. OWDess Ip th 1072 00D  that the acresge nwned b esch such sepsrate owner beat w the entire leased coeage.
SN B D T DBIFEUon - oo —ia ~ tr_oZsel. wells 0D . s¢pLTAle tracts 3 which tbe 1and covered by 1ihls lease
“erev. -be bersaller ditided by xale, devige, or otheraam, OF 16 JUrRIso-sCpmia ¢ ’ ¥e. 11 fs heredy apreed tbal
i whetpreat this demse shall br assiyned a3 1w » part OF a3 10 PaTls O the abtore ‘descibed tardas. and tht Ho)deF ©F OWDEr ol sn¥- bush -
nass €7 parts shall fail o3 ma¥r defsull 1D the prymem o! the proporionstr parc of the rept doe Srom him oy them, such defaulk
shall not operste to delest 0F afteci this Jease in £0 73y 83 J1 COVLrE $ PArt or pafis 0! sAI6 )ang VPor Whith thr zald Jesser OF aDy sssienee
peeas? aNARIL MAKS Cur PAYTIEDL Of sAll reptals. If at aDy time thersr be a3 rMANRT - 23 Jour pariter entitied o renwls or rorallles, .
‘esare MY  Withhole peryoients therzd! uniers and untll Al partier desigrate, b Writing, 1o 8 recordable irrirument o br Hleé with \
the Yrater. a - rOr=men asent 1o rrceive sll payments gue hur\moer..’ ADA o execuler AITisiOn aDE Lansfer orders O behall Of fald pariies,
spe ShEIT TERpeCIive SUTCLLLOTE Ih tItle, . : T o : )
ART Uimr ané from Uine e time <oITendrT this Jeasr at t0 ANT PATL O parts of ‘the Jeased premisey by delivesing
or by placipg s reiresy threrpo! of rerord In the Droprr cOUGLLyY.

2
natr Freviced
lersre Defing OF Ter

: St Jasper IMRY AL
: ey toaatlint & reiease thereo! 10 the Meseor,
crrerttens, R0l RUDUANEn: 1Y &Y fxtend to pnd br LInCIing O¢ ) sufesisors Of 1316 lrwdr of lexar:

Trly fore tme M St venips 2




,* 46 This lease shall not he terminated. *°  whole or 1n part. nor shall lesiee Be utid Naoi= 1y d.rragrs, (o7 Natlure 10 cumiply with ths
#¥pre>s O \mpiiea Coveninis neredf, if <oi Dre sherewith (s prev enied by, or 1! sych fat $5 1N resUlt Of, any Federal OF Sieie iswi.
ereculive craers. rules, or regulations I, ¢ end of the primary term hereof. such Ler 3s not been euended by produciion or
cnlling a3 :n this lease provided, and lessee, by reasan of any of the above secited Causes, I3 uoable 93 ¢l & well On the lesses

* piemissa for Ol or gas, \he prunary terin and the rental provision he feofl shail be extended sutomatically from year to yesr until the firsc
aaniversary heseol occurning olnety 1201 or more days following the femoval of such delaying cause. ‘During sny perlod that iesses 1
uaable 10 produce and/or merket any products from’ the leased premises by resson of any of the ahove recited causes. this lease shali
remairt {0 fufl force and elffect.

17. Lessee 1s hereby given the right st Its option, at spy time aAnd fromn time 10 thme, to poo! or unitlze sil or any part of peris
of the ibote described land with other land, lease, or leases in the bmmedlate vicloity thereof. such pooling to be !nto umts not ex-
ceeding the mintmum slze tract on which a well may be drllled under laws, rules, or regulations In force at the time of such pooling
or uniiization. provided. however, that such ualts may exceed such minimum by ndt more than ten acres I such excess Is necessary
o order 10 conform to ownership subdivisions or lesse llnes. Lessee Sball exerclise sald option, &3 (o each desired unit, by execuling
snd recording an insirument (dentifying the upltized area. Any well dritied or operatlons conducted oo kby part of each such uanit
shsll be considered a well rilled or operations conducted under th is lease, and there shall be allocated tw tke portion of the abtove
described land incluced In »0, such unil such proportion of the actusl production from ail wells on such untt as lessor’s interest, if any, in

- such pomii 1, computed on ap Acrsage basls, bears Lo the eptire acrezge of such unit. ‘And 1t Is understood and agreed that the producilon
30 allocated shall be conaide . for all purposes, including the pay mcnt or delivery of roysity, to be the entire production {rom the
portion of \‘_e .gt:ov: described f2nd included in such unit in the same manner as though produced from the adove described land under
the termns of this lesse. . .-

IN WITNESS WHEREOF, we sign the day and vear first above writren.

T i R MAXINE L. HATTEMER, dealing in her sole  ~ .
. ard separate propexty 7 - k
FREDERICK L. HATTEMER, as Joint Tenant MAXINE L. HATTEMER, as Joint Tenant ,
——— e e U S S, e e e e et e et e e e e e e i s e e i
STATE OF s —= T s cs. ACKNOWLEGGMENT FOR INDIVIDUAL
couxiy oF.. _ CALIFORNIA . . . : :
, Before me, the undersigned, a Notary Public. within and for said Cof_;nt;- and State, on this .. e
-da)' Of e e . 19 _8_};__, verscnally appeared__._I__],‘H]..__H..~LI§}S..£‘:_.%I._I,.B.._.H_.43... IR
2nd......__ MAXINE L. HATTEMER, _Husband and Wife ... . .. .. __._._. I e s -
to me personally known to be the identical persons. :who execuied the within and foregoinz insiriment and acknowl-
éczed to me that _they executed the same 2s .__theix free 2nd voluptary act and deed for the u:es{; and purposes :
therein set forth. | . : - )
' IN WITNESS WHEREOF, I have hereunto set my hand " and officiel seal the"day and year last above writlen. : J
o My commission -eXpires ————————————————— I Notary Public
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7 STATE OF oo e e .
’ ss. ACKNOWLEDGMENT FOR INDIVIDUAL -
e COUNTY OF ot e et eee e i
Before me. the undersigned, a Notary Public, within and for said County and Siate, on this
day of.___ R — . ., 19 .- personaily appeared —
NG —. } —_ :

to me personally known to be the identical person .. who executed the “Withii and - foregoing -instrumeni-and ackiiowi- - e

edged to me that. .. _._ executed the same as _.___._ free 2nd voluntiry act and deed for the uses and purposes

P [N

therein set forth. o ; ‘ S ‘ . .

P .

"IN WITNESS WHEREOF, 1 have hereunto set my hand and official séal ihe day and year last above written.
N i

My commission expires ... .oiiiai e,

Notary Public
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FORM ER-t2-.01L. AND GAS LEASE : Yrinted snd for sate by Hueller Freys, Fannington, MNew )exleo
PP ) pidcutet ".‘._ 1‘;‘,/5:.“’.‘ T TINT L LT T LN L ST TITL T LTS I LT I L I L i e e S e LS e A T T T T Sedospabpinrd STt

TRIS AGREEMENT, Entered Joto this the --thh e MY Of e MAOUAYY 4 B,
petncen.... PUCILLE M. TAYLOR of Arizona Rancho 57 Tovar, Holbrook, Arizona 86025
I . i [, : hereloafter called lessor,
nnd-,..,_,....S_.A.S_‘“.;'_:_.QJI,{..@“:&?M___-A.M..---.“.___.__.. o e e et rreae s st essmbesan e herelnafter called lesaee, does witness:

1.. That lessor, for end n consideration 6f the sum of... .. TRN }\ND..NO/lO S ocbmdohanh S, Dollars 1% ,.10.»00. . N
in rand pald, snd of the covenants and agreements berelnafier contsined te ke perforyined by the lessee, has this day granted and lessed

+ Frants, Jeases snd leis unto the lessce for the purjnse of n'ning end cpernting for and producing 61l and gas, cesinghord pra
".’;S :;;f:gh(isng:solme. laving pipe lines, bu:ldm$ tanks, storlng oil, Lallding power stetions, tadephone Jines snd other structires therenn
‘ao produce, save, take care of and manufacturs 2! of such substances, and for housing and bosrding employecs, the tollowlng descrdbed

‘San Juan_ . counts. . .. New Mexico

rerienme e e e ROSWIRY Ll

trsct of land .-

TRACT 4: 3.89+ acres, situate in the SW/4 of Section 2, T29N, R15W,

NMPM, San Juan County, New Mexico, being described as follows:

Beginning at a point which is 931.54' N89°07'36"E from the SW Corner

of said Section 2, said point being in the center of County RA. No. 62;
THENCE: NO0°32'10"E, 1315.81';

THENCE: N89°28'42"E, 128.27'; :

THENCE: S0°29'50"W, 1315.00' to a point jin, the center of County Rd. No. 62;
THENCE:  $89°07'36"W along said centerline 129.18' to the point of beginning.

Exhiy 5
(/a,j‘ e 2?22 "/

3 o % OO T ZNANXLs and contzlnlug,_":_;.'_s_.?_wlcus. more or less,
owped by lessor icyscgn' o the lands hereln perticularly described.

year- and as long ‘thereafter as oll, gas, ca2singbead gas. casinghead gasoline

05939500 6,00 9.0.0.09.0.010. 0 6.¢> 4
apd this leese sbhall Include &l lands

2. This lesse ghall remein in force for s term of
or any of them Is!pbroduced. )

3.: The e ehall deliver to the credit of the lessor as rogalty, free of cost, in the pipe linz to which lessee may connect fts wells
the ¢ 9 i?g j**» part‘of all 0!l produced and sa-ed from the leased premises, or st the lessee’s option, may pay to the lessar for
such (Tr‘: - rrofslty the market price for ol of ltke grade and gravity prevalling on the dey such oll Is run Into the pipe line, or iolo
storage tanks P . g

only is' found, pnd. where not £0ld shatl pay 5.. per ennumn as royalty from each such®well, and while puch roralty Is s5 pald such
wetl shall be L3d tr be » produsing well under paragraph nmumbdered two hereof. The lessor to have gas frce of charge from anr pas well
o: the leased prespises for stoves and Inside Jights 1o the principal dwellisg house on raid land by making his own connecilons with the
well, the uxe of sald Fas to. be at the lessor's sole risk and expense. The lessee shall pni/a Jessor for gas produced frorn an¥ o1l well apd
ured Ty the Jessee for the manufaciure of gasoline o eny oOther prod\ic as royalty, ° - of the market value of suth gas at the
rniuth of the well | 37 sald gas 1s fold by the lessee, then as royalty - 4 - <of the proceeds of the gale taereof.

f y . - s 3

L This 011 and .Gas o, id-yp lease. o oo o,

rerminat~ 85 to botk perties, unless the lessee shall on or before this Jdate, pay or tender 1o the jessor or for the

. _The l-eslee‘;'ht-dl pay legsor. as roya’.t§. : 1/4 .:O0f the proceeds from the sale of the gas, as such, for gas from wells where gas

p

Baok at , ©
Ets successors, ¥ of any and all sums payadle under
Or in the rentals to accrue thereunder, ¢the sum of_..__

Pieay A rd o ol : : ~Dollers (§ ... ... _..) :which shal)l operate as

betal snd cover the privilege 0f deferxlra—e¥® commencement of driliing operations for r. 1o like manne: and upon
tne pavmenis o7 tenders, the eemmrELcement Of drllltng operations mey be further deferred for y. All payments
or tenders mav be T F check or drafi of lessee or any hassignee thereof, matled or delivered on or before aving date. Noi-
withei2ns Ti¢e death of the lessor, or hls successor In Intesest. the payment or tender of rentals !s the [ e T e gl & - bhEH
P s o y3 3 =

VI Pt P VIR P Sodobd R D A E B O ot b e DT 5 D e
- Y ¥

€. :1f st any time prior to the discovery of ofl or gas on this la nd and during the term. of this lease, the lessee shall drilt & dry hole,
or -holes. on this 1end. this Jease shall not terminate, prorided opsrations for the drilling of & well shall be commenced within twelve
ronths: from the explration of the last rental perlod for which rental has been: pald, or provided that within sald p2riod the Jessee
HeiCs Or Fesurmnes the fzyment O rextals 1o the manner and arcoun: herein adbove provided: enc in this event thne precedicg paregraphs
hereo? governisg the payment of rentals and the rnzpner and efiect thereaf shsll conitnue 1o force.

: . Ip czse £xtd lessor owns’ &-Jess interest in the above described Jand thzn the entire and undivided fee simple 2stste tharein, then
the roveliles aczd reéntals Lereln provided for chall be pald the satd Jessor only in the prtportion which his Interest bears to the whole
end updivided fee. . i

8 The lesset shzll have the sIght o use free of cost, gas, ol end wsler found on sald land for Its operations thereon. excopt weter
110™> the ¥els of the lessor. Whep required by lessor, the lessee ehall bury pipe lines below plaw deapth and shall pay for damzge caveed
by 1ns operaiicns 1o Srowing ¢jops oz sald land. No wel! shall be cdrilled tezrer than 200 feetl 10 the house OF darn now On sa'd premises
without ter ccnsent of the lersor, Lessse shell bave the right st any time during o7 alter the explratios of this lease to reinove ell
s xiures, houvses. Lulldings znd other struciures plzced On teid premices, including the righl to draw &nd remove ! c2sing.

Q17 enmp estate Of fither periy bereto is assigned (2nd the privilege o7 z=ignicg in whole OF 1a part !s express'y allome~2), the cosv-
enanis Nered! shrll «xiend to ihe 1S, execUtors. adminisiralors, 63 CCess0is anc 2:512DS, dul. o chenge of camershiy 1ot e s D
ihe reniels or soralites shrl) be: bindizg o2 the Jessee until after noilce tc the lezsee end it has Leer furniched with the wroitts ransfer
or aempnment ©of ¢ Ceriiled copF thereof. In the erent tbls lease thell be 2ssigned 2s 10 2 pari or zs o parts o the 2love drseribed
M end the holder o :ner 0f 2ny tuch part or parts shall fall or male cefzult {o the payment of the proporilonste rart of the
Tews 22 ki sueh defavit shall pot operate to defeat or sflect thix lease In 80 fzr 25 11 cOYers & rart of »31s Of sald
€ uUpsL Thica th C: an mssitnee hereof shich ce diue payment of £31d rentale. Y at anT time thete be ne Iy 55 L0UT parites
t.ed 1D TEent2Y¥X. OF alties, lessee meFT wWithhold paseenis therec’ unless znd until ell purtles decignate. 1o willipg, T 2 recordatle
Excrument 1o be fled with the lessee, 8 common agent to recelve sl rajmuents due hereundei. and o7 £x¢79%s dAlvision and tran-rer ordess
on SHehal? 67 said parites, and thelr respective succeessors in title. i :

10 “Leircr hérthy warrents 2pnd egrees 10 defend the title to the Jand hereln descrided and. sgTees thet the Izssee, at 18 ofclon,
maf PAY. 213 Cicharg? 2ay taxes, morigages., or other liens ex!siing, levied, or a2ssessed on_ or sgainst the above descrided lands end.
tp evenr: it exercises such optiod, 1t shall be subrogated to the rights of any holder or holders thereof and may reimbusse Hsell Dy spplsicg
10 the ciecharge Of sniy Such morigage, tex Or other lien, sny rojaity or renials eccrulog hereupder.

11 Nerwmlihelanding snything !o this lesse contained to the contrary, It Is expressly agreed that If lessee shsii gommence drilling
segsatient 22 any tine while this lease 5 !n force, this lease shall yemaln in force apnd 1is terra shall continue s0 loog as suth operilions
.t Froseeuted tnd, 11 production sesults therelrom, then.as Jong as production continues,

... 32 17 withia the primary term of this lease production on the leased premises shall cease from eny cause, this lease shall not termi-
22¢ P10t . ed operaiions for the €riitlog of & well sball be commenced before or on the rext ensuing rextal pajying cate; oI, protided
: t Bej.ne O resumes the paynent of reptals in the ranser and smount herelobafore p-ovided. If. after the expiration of the primary
serza @ Lis lease, production 03 the leased premises shall cease from sny cause, this l=as phall not terminate prorided Jessee resumer
o wunps for ¢Enillizg s well hin sixty (60) days from such cessation, end this Jease ghall remain in force duriny the prosecutlon of
’ opemtions arnd, U producilon resuits therefrom, then as long s3 productton continues, i g
17 the emnises $bal) beseafter be owned in. severalty Or 10 separate tracts. the premises.. nevertheless. shall be. developed
T r {OVAILIEs - REENUIDE “herculder shall- be treatzd a3  an—entirely and - shsii-be "dividged atrong aod” parg
% gePArate Ownesy In the  proportion that the Acreage named by each such separate owner bears to the eoltre leased screape..
hali e MO CDIFIUON 02 the DAT of the lecste (o OZsel wells on separale trecis Into  which the land covered by this lence
jo. hereaTier Civided by ssle. devise, Or otherwise, OF o furnish sepurate measullng O° receiving tanks. Tt 1s heredy agreed thag,
et ths lease sRall be azsigned a5 Lo & part OF as to parts of the above descrided lands, sud the holder or owner of any guch
arts shall faf) ©F make! default in the payment of the proportionste part of the rent due from him or them, such default
4 e to defes? Or aflect this Jease 1o 20 far &s (% covers a part o7 parts of sald Iand unon wWhich the sald Jesser OF 20T asMznee
gji make due parment of aald eptali.- If at apy tIme there be as many as four partles entitlrd 1o rentals or  rovalties,
wiihhold patrients therro! unless and untll all parties designate, In writioR, In a recordadle !msirument to be filed with
" enTmMon Agent to reeslve all payments due hereunder. and to execute division aud transfer ordess on behalf Of sald partles,

respeciive succesors In title.

o ¥
¢ lessee rmfy a3t DT Lime 8nd from time to time surrender this leate as to ADY PATt ©F parts 07 the leased premites by dellivesing
8 reiense 1hereof 10 the lessos, or by placing n release thereof of record in the preper county.

frd AL WRIEE TR v.}!r-l‘u‘ serme -ennditigns,. and stipulatione gt all estend to snd be TInding co. all surcecsors 0f gatd Jessar of lescee
R e L e !
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FORM §8-42—0IL AND GAS LEASE R Frinted and for sale by Hustler Prem, Parmingion, New Nexloo
; 5 .____...,.h._..__-_._.._:"__,‘._.-_ TICESTISTT I e,
THIS AGEEMTRT, Faterea 1oto this the_ . . SO aay of. _.......... JANVALY T
vetween .. LIS DAVIE of 7832 Cerritos Avenue, Stanton, California 90680

- et e ez o e DETEIDIA R ET  CAlled 1essorT,
~hereinafter called lesser, does witness:

1. That lersor, for and in consideration of the sum of S LaN SuNL AN LUM, LTI I I Dollars ulO..,_OO__‘M),
tn-hend pald, snd Of the covenants and ngreements bereluafter contsincd to be periormed by the lessee, this day granled and leased
#nd hereby Frants, leates snd lets unto the lersce for the purpose of mining snd operating for and producibpg 01l and gas, casinghead gas
and casinglhiead gesollue, laying pipe Mnes, bulldlnf tapks, storing o!l, bhullding power stations, telephone llnes and other structures theseon
to produce, save, take cure ¢1 aud menufacture all of such substances, and for housing and boarding employees, the following described

Juan New Mexico o 80w e

tract ©f 1and o TN T TN e COupty, L ANEW

1 OTE SOMPARY ~— """

BN o e e e

"TEN AND NO/100 —=--

TRACT 2: 3.89+ acres situate in the SW/4 SW/4 of Section 2, T29N,-R1SW, NMPM,
San Juan County, New Mexico, being described as follows:

Beginning at a point which is 673.18' N89°07'36"E from the SW Cormer of said
Section 2. Said point being in the center of Co. Rd. No. 62;

THENCE:  N0°36'52"E, 1317.43 feet;

THENCE: NB89°28'42"E, 128.27 feet; ,

THENCE: S0°34'30"W, 1316.62 feet to a point in the center of Co. Rd. No. 62;
THENCE: $583°07'36"W along said centerline 129.18 feet to the point ‘of begihning.

Exhbit o
Cas e ez

0o ., and conteining ..3_-._8_9__- acres, more or less,
w ¢ land 3 Atly described. ’
year anld as long thereafter as oll, gas, casinghead gas, casinghead gasoline

23S s’ e . -

snd this Jease shal " by Jessor adjacen
2. This lesse shall remaln in force for a term OfODQ(l)
or any of them i3 produced. .

3. The: lessce shall deliver to the credit of the lessor as rovalty, free of cast, Jn thé pipe line to which lessee may connect its wells
the equsl ]_7 . part of all ofl produced and saved from the leased premises, or at the lessee’s optiocn, may paAy to ‘he lessor for
such 4 royally the market price for ol of like grade and gravity prevailing on thz day sueh oll Is run into the pip: line, or into
Morage tanks, M

4. ‘The lessee shsll pay lessor, as roralty, 1/4 of the procceds from the sale of the gas, as such, for gas from wells where ges
only Is found, and where not sold shall pay_ 25- per annum ss royaity Ircm each such well, and while such royalty is so pald such
well shall be held to be a producing well under paragraph numbered two hereof. The lessor to have gas free of charge from-any ges well
on the leased premises for stoves and snside lights in the principal dwelling house op said land by making his own connections with the

well, the use of sald gar 1o be at the lessor’s sole Tisk and expense. The Jessee shall pay essor for gas produced from any oll well and

used by the lessee Sfor the manufacture -of gasoline or any other pxbdi 4 36 YOFAILY, . 0! the market value of such gzs at the

motgh of the, well, , Y sal2 gas 1s sold by the lessee, then as royalty 4- - o! the proceeds of the sale thereo!.

. ThiS Od Gas Lease is a paid-up lease.
45. x_r‘ e % 4‘7- Adre mababll s >k 1ioL. Licos :'_ Ol - -sald Jend onor haflors

MWnaw as to both parties, unless the lessee sbsll on or before this cdate, pay or tender to the lessor Or for the S t

by the . T Bank at , of

it successors, which bauok and its & ¢ the lecwor's agent and shzll continue as $h of any and all sums {~7_" I, linder

this lease, regardless of changes of ownership Ip said 1am T in the rentals to sccrue thereunder, the sum of
[ vu Dollars ($ — ) which shall operate as

com:nencement of drtilfng opera:—l_s‘ns for fma—r._-ln like manner and upon
rencement of drllling operations may be furtber deferred for X successively. All payments
¥ check oOr dreft of lessee or any essignee thereof, matled 0r delivered on or befcre aving date.  Not-

shall

e deat"h of the .lessor. -or his successor {n Interest, the payment or tender of rentals in the manncr prov,
PN ot s e L atecd P

3 Siaale

ot T r—atyd -
€." ) et ‘many tlme prior to the discovery of oil or gas on this ls nd apd during the term of thls lease; the lessee shall drill a dry hole.
or boles, on this lend, this lesst shall Dol termivale, provided operations Jor the drillitg of a weli sbali be commenced within twelve
monthe from the expiration of the last rental period for which rental -haé” been pald. or provided that within said period the lessee
hegins . Or resumes the payment of rentals in the mesbner and amount herein above provided; and In this event the preceding paragraphs
hereof governing the payment of sertsls end the menner and cHect thereof shall continue In force.

%. Io cese ssld lessor owns & less !nterest In the aborve described Jand then the entire and uandivided fee simple estate therein, then
the yogslltes enmd reniuls
znud ucdivided fee. .

£ The jessee shzll heve the right to use frec of cost, gss. oll £nd waler found op sald land for Its opersiions thereon, except waier
rom. the velle of the lesser. When required by lessor, the letsee shell bury pipe lines below plow depih and shall pay for dsmage caused
Py IS OpEraiions Lo EroWIng €rops on sald land. No well shall be érilied nearer than 200 fcel 10 the house O bArn NOw On $&ld premises
«1inout writien consent of the lessor. Lessee shell have the right at sny time during or afier the erplration of this lease 0 remotve oll
simehinery, Lxtures, houses, dulidings and other structures placed or se!d preroises, including the right to draw and remove all casicg
e estete of ther party hereto Is essigned (end the privilege of assigning Jn whole or in part is expressly alloxed), the co¥-
LS 5 exterd 10 the heirs, executors. sdministrators, s3ccessors end assigns, but 2o change of ownership {p the lend or :o
roraltles thell be bindlng on-the lesses untll afier notilce to the lessee and 1t hes been fuumnished with the wrilten transfer
LstEnInent Of 8 ceriified copy thereof. In the event this lease shell be zssigned ps 10 8 part or &5 Lo parts Of the above described
the hoider or cwner 0f any such pert or parts shall fafl or make default in the pesment of the proporticnste part of the
g rn or ihem, such defaull shisll not operate to decfeat or sffect thls lease In s6 jar 25 It covers 8 part or paris of ssid
S 1ht seif Ir<ste ©F N o2srignee hereo! shzil make due psyment of sald rentels, If at eny time there be ay meny 25 four pariles
rentzls or Tovaliles, lecsee mey withhold parsments thereof unless 2nd untll all partles designate, In writing. In 2 recordatie
tnt 10 bLe fied =ik the lersee, 8 common apent to recelve zll payments due hereunder, and to execute division and transfer ordess
c f 0! sz3C pariles, snd thelr respective succeessors in title,
30 Lessor  hierehy werranis sod agrees 1o defend the title to the lsnd hiereim described a2nd sgrees that the lessee, at itz optlon,
m2y teY :nd CixchiIfe £DF  1iXes, mortgages, of Other llens existing, levied, o1 assessed on or sgainst the sbove descrided lands end,

e ent 1t exerciser such option. it sthall be subrogited to the righiz of eny rolder or bolders thereof end msy relmburse itse)! by epplricg
© int cucharge 0 any fuch morigage, tax or oiber len. euy roFxlty or rentals accruing hereunder.
11 Xoiwithrianding spyihing !n ibls lease coptzined 10 the contrary, ft Is expressly agreed that if Jessee shall commence drilling
reretlons 27 &DF time while this lease 18 in force, tbis lease 3hsll reain In force and fis term shall coptinus 50 JODE a8 such Operations
rroseculed end, 1Y production results there{rom, then as long a&s production continues. .
12 1f withip the priTisry term of this lease production on the Jeased premises sball cesse {rom spy cause, this lease sball notl tesrcl-
nate Trodvided operations for the drilling of a well shall be commenced before or on the next ensulpg rental psying date: or, prosvided
jeesee bLefins Or resumes the payment ©f rentsls {n the menuper snd imount hereinbzafore pn=ided. U, sfter the explrstion of tbe primary
serxn ©f ihis lemse, production On the lersed premises shall fzasz f10'0 ADY cause, this les' shall not terminate prorvided lessee resines
cpeoetions for driting a well within sixty (80) duys from such cessstion, Bnd this lease shz) rercain in force during the prosecution of
sush opemations snd, if production results therelyom, then os Jong es production continues E

13 17 the (lersed premises shall heresfter be owned Jn aeverslty or In separate iracts, the premises, nevertheless, shall de derveloped
end opirated ss one lesse and sll roynliles socruipg hereunder hsll De trested ss ap entirely and thall De divided among apd pald
¢ fuch SPPATAtE OWEErs in ibe proportion thst tbe acreage coned by esch such teparaste o<per bears to the ‘ent acreage.
There thali be Do obilgetion on the part of the lessee 10 oIsel wells on scpirate tracts ‘' w0 which the lapd covered by this Jesse
msT be hrresfier divided by sale, devise, or otherwxise, OF 1o furnlch fepyate measur.ag o7 recelving tanks. It is hereby ngrecd thst,
in thr event thls lease shsll be 2ssigped o5 to & Darl Or as W paris O the above dexcribed '-uds, abd the bolder ©0r owner ¢f any such
pari cr paris ghall fail or make defsvlt in the payment of the proportionate part of the 1 ot due from him or them, wuch defsult
shell not cperate to defeat or afect this Jesse in &0 {ar as it COVCrs & part or parts of sald Jand upod which the EaId lesass or =ny Zillguet
recex! shall make due psyment of sald rentals. If at spy time there he TanT .53 iGUF - periice - entitied YO réntals or rovaltles,

P Gis L ibeieni  Umies - RDG- UDTI ATl PErties designate, In writing, in 8 recordabdble Instrument to dr fled with

lenene TR e -inEres:

1he lessee, A cormon ':itnt"w receive all Daymoents due bereunder, and to execute Aivision snd trsusfer orders on behal! of eald parties,
+nd Shelr TeSPeCtive succestors in title. .

)4 Lecsee mas st apy time end from tline to time survender this lesse ar O ADY Part Or parts of the leased premires by delivering
¢ msUILE A relesse thereo! 10 the 125301, 0r by pPIacipg a releast thereof of yecord in the proper county.

vris lease tnd &l £is terms, cord!tions, and »tipuletions shall ¢xtend to and be binding on all succertors Of sld Yesaor or Jescee

Yo on
PEEE 3]

13

Lirein provided Jor shae)l be pald the sald lessor only in the proportion which his interest bears to the whole




Trinted and for sale by Husiler Press, Farmingien, New Mesico

THIS AGREEMENT, Fotered tow thie the . 20th oy oo ... Januacry . 19 8L
TILLIE D. STRANG, 4832 West 138th Street, Hawthorne, California 90250

between ... ..

e e e e e ———— o e 4 e 8 e £ A b & ¢ mraen e e posrm wa s s en o R e e s e et et et e ———— e

e ——aa e memn e e UV RV P SO ¢ 1 7 {141 T3 BT ST Y. IS ITYY I
lnd.......§.._§'k.. J.:._LWmm._._._..mw«...__.,_.__..._-.Aw.._m.‘.__.”._....._..4...,...”.._....._._.__.._._.hgreinl‘ltex called lessee, dors witness:
That lersor, for and in consideration of the sum of TEN AND._I\D .100 = .. DOllars (¢ lQ,,OOW______)'

1,
In hand pald, and of the covenants and sgreements herelnafter contslned to be performed by the lessee, has this day granled and leased
and hereby grants, Jesses and lets unto the lessee for the purpose of inining and operatibg for and_producing ofl and gas, casinghead gas
and casinghesd gasoline, laving pipe lines, butlding tanks, storing o}, tullding power stetiobs, telephone Jinits and other structures theseon
1o produce, save, take care of and manufscture all of such substances, and for housing and boarding employees, tht following described

San Juan . County, . New MexicO. . ... o 6w o e

tract of land In .. .

’ TRACT 5: 3.89+ acres, situate in the SW/4 SW/4 of Sec. 2, T29N, R1S5W, NMPM, San Juan
-County, New Mexico, being described as follows: Beginning at a point which is 1060.72*
g§9°07'36"E from the SW Corner of said Section 2, said point being in the center of Co.
. No. 62;
THENCE: N0°29'S50"E, 1315.00';
g THENCE: N89°28'42"E, 128.27';
THENCE: S0°27'30"W, 1314.19' to a point in the center of Co. Rd., No. 62;
§ THENCE: S83°07'36"W along said centerline 129.18' to the point of begimning.
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eRhilt?
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: %2, 20,0,4,0.6,8.4,0.6,6.6.60.6.0,.4.,15080.6.0.6.0.4 3,2, and eontglnlng.,:}:.g.s.__acrts, more or less,
. § ds owned by lessor adjacent to ihe lands berein particularly described. -
i { 2. This lease shall remain In force for & term of O1€ (l yea: sand as long thereafter as oll, gas, casingbead gas, casinghead gazsoline
3 or any of them {s produced. . )
4 . 3. The lcs.sie ahall deliver to the credit of the lessor as royalty, free of cost, in the pipe line to which lessee may connect its wells
H the equa / part of all oll produced end saved from the leased premises, or at the lessee’s optlon, may pay to the lessor for
b such X soyaliy the market price for ofl of like grade and Fravuy prevalling on the day such ol fs run into the plpe llne, or Into
b s1018ge tanks. :
) f 4. The lessee shell pay lessor, as royalty 4 af the proceeds from the sale of the gas, ss such, for gas from wells where gas
i only is found, and where not sold shiall pay. 2 ... per annum as royaity from each such well, and while such royaity s 50 pald muich
H well shall be held to be a producing well under paragraph numbered two hereof.  The lessor to bave gas free of charge from any gas well
H ol the leased premises for stoves and Inside lights i{n the principel dwelllng house on sald land by making hls own connections with the
: i well, the use of said gas to be at the lessor's sole risk snd expense. The lessee shall pav bo leszor for gas produced from any ol! well and
: used by the lessee for the manufacture of gasolive or any oiher produgt, as royalty, 1‘/; of the market vslue of such ges at the
i of the proceeds 0f the sale thereof.

' = mouth of the well. 1{ sald gas is sold by the lessee, then, as royal\i
. 5., This O11 and Gas Lease 1s a paid-up lease.

PP B bmdadd lond oo o Lof
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# LT <zl termiriate as to both partles, uniess the lessee shall on or before this date, pay or tender to the lessor or for the lesscz: -
. TR § < T e e SO Bank at vimw OF
P ilS SUCCESSOTS, whlch bank end i re are the lessor's egent and shall continue as the depge any and all sums payable under
I - he ol) an by 7 the rentals to accrue thereunder, the sumof .

ihis lease, rega}dless 0! changes ox'qwne:shlp in sald Iz

e emeaeme e e en e e e e n e e .. et oy cDollars ($ —..— . ... } which shall operate &s
rental end cover the privilege of deferring cmmencement of drilling operations Jor of one year. In llke menner end upon
ke payvments ©r tlenders. Y =e¥Cement of drilling operaticns may be further deferred for Lgds successively. Al parments
or tenders mav _be o =30 check or draft of lessee Oor anv assignee thereof, majled or delivered on or before t eving date. Not-
Withe o Lee==tE dcath OF tne lessor. or his sucesssor In Interest. the pavment or tender of rentals in the manncr” provi L« - shinl]
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rrior 1o the ditcovers of of! or gus on thilc lana and during the term of this lease, the lessze shall drill 2 drr hole,

tnis lezse shell Lol termninate, provided operations for the driling of 8 well shall be commenced within twelve

¢n of the last rentzi period for whivh remtal 1t teen pald; or provided that within sald peslod the lessee

ment of rentsls In the menner and zmount b above provided: end in this event the precealnmg poregizfhs -
sxinent Of rentals rd 1he manner znd et hereol £h3)) contioue o force.

sor owns 2 less Interes: im the sbove described izng than the entire and undivided fee simple esiate therain, then

is rerein provided for shall be peizd the said leecor only In the proportitor which his interest besrs to the who'e

¢ 1f &1 any
¢r Loles, on  this !
fren: 1R

roveri.ing 1he
‘. In cust

A i e T

e royelttes gnd e

1.
i ioe e Tighl 10 une fres of co<t, gmi. Ol 10 waler found on suld land for its operaticne thereon. cx © WELeT
2 stz When requlred by lbessor, the lersce ehizll buiry pipe lines heiow plow depib and shzll pay for daruce cavsegd
H growing orops on sald land. No well ¥ dritied ncarer than 200 fec! to the houst &7 barn NOW OND shid remises

<6y Lersee
und o'
v hesee de
TS, ENELT: T
inding ©n ihe leseet uUnltl v
copy rereof. In the event this
¢! =zny such ;ert or parts ste
10 cdefeet or elect this )

cnt of e e during or after the expiration of this lease
Lo K bt 2 S i€ the rlght to Craw encd re
g n wahcle ¢r In part Is expressly &
«gps. bul no change of cwaership (n the
the Jessve end §1 haes been furnished with the %:
«ace fhzll bte assigned 2t 1o £ pErt or 25 1O purie of the &Y
V fsil or nake defzull in the psrment’ of the properitnnate
In sO far 2s It covers a part or
¢ hieTeo! nnke €UE FayeEnt of sald rensals. 10 al eny time there Do oFeof
w2y withhold men tnere 0f vniess and untll ell jartles designate, In wriiilog.

st the lessee. & (ommon a2pent 1o receive Bl payments due hercunder, znd to execute diviston end trans! bs
£ud (helr respeclive succeessors in title, . -
wzrronts 2nd Bfr2es to defend the title to the land hereln described 2nd agrees that the lesese, 2 i cplien,
© &nY taxes, mMmortgages, or other lens ex!silng. levled, or zsiersed on Or against the sbove dessribed lsnds end,
such option, It sthall be subropated to the riphis of any-liolder or holders thereo! end may rel:mmburse 11self by sppiviog
¢ &nL¥ Euch morigage, tax or other Nen, &n¥y rofellty or rentals secrulug hereunder.
iehelanding enything $n this lease contained to the contrary, 1t s expressly agreed thst if lessee zhsll comimmenze drilliog
o eraticns &% ADY time while this lease 1s in force, this leese shall remain In force and 1ts term shall continue &0 long as such operations
tre prosecuted 2ndé. if production results therefrom, then ac loag es produciion continues,

12, 17 withip the primsry term of this lesse production on the Jexsed piemises shall cesse from BNy caues, this lease shall not termi-
r2te provided opersllons for the ¢rllling of a well shall be commenced bhefore o on the next epsulng rental pajing date: or. provided
lezste beging OF resumes the peyment of venials In the msnner and gmount herelnbefore provided. 1If, ai'er the expiration ¢ the pIimary
term ©f ibis lesse. proouciicn op the leased preriises shall cease {107 BNy cause, this lease shall not ter . te provided lessee resumes
cneretlons Jor drilling a8 weil Wihip sixiy (60) days from such cessstion. and this Jease shall rerain in .0rce curing the protecution ol

ruch ojierations erd, 17 productlon resulls therefrom, then s8¢ long 2s procuction codtinues i
}mu be der‘c!opcd
A= nd nata

e

13, 17 the lessed rremises ghall herenfier be owned In acveralty O in separate tracis, the premises. neverineless,
NATCRETEIAC ~HS ORI CICASC T BNC &3t~ TOVERICS— BOCTUINE ~ ireicuiniirsiranti- i Hialdd- e air ¢Liiisiy- AG3- i SR o4 3 1 -E 4 4 a.r .
15 sucY. senaTate owrets in the propdrtlon that the acresge owned b esch such sepsiate owner bears to the entire leased acreage.
Trere shiii Te No croi2110n on the DArt of the lessec to ofsel wellr con reperate tracts into which the land covered br this lease
TEV he nereaftsr divided DY ssle. devise, Or otheraise. ©OF w0 furrish s(jrratle Mmeasuring oF frecelving tanks, It s heredy rgreed that
tsothe evernt thit leacr shall be assigned pf 10 A HArt or as 1o parts of the above described lands, and the holder o Ovner o6f ant furh

1 0: pusts shell f&3 or make default In the pavment of the rroporiionate part of’ the rent due from him or them. such delatils
.30 Bt onerste tn defeat of sflect this lesse In KO far Bt 11 COVErs & DRTL 07 pRFlz Of gald Iand upon wWhich the sald lesces o7 RLY essigpes

parties entitied to rentals or ro.alites,
withheld prvInentf therea! uniess and untli Al partes desigrnate. In WTitIng, 1n & recOrdable irstrument to be filed with

‘sxeed  TRY
s lraset ® COmmMen acent te recelve all payments due hereunder. and to execute division Bnd transfer orders on behal! 0 xald parties,
snd Lhelr TeApAclUive succeseors fn title

Yeran? gmnll rrake due pavirent of sald rentals. 1! at 8Dy time.thele be ax manvy es four

14 Yloveer ey Al ADU UMe aRd from tine 16 flme surrender this lease a¢ Lo oanc part or parte of the leaced premises by delisesing
¢r nathing & reiexse thereof 16 the lesscr, or by placing & relnse thercof ¢ reoord In the proper county.

ens, rnd stipulstlone Yol cqton4 0 and be bInding on all succecsors of =518 lewsor or lessee

L. Teve Leowp ot g 1 ternye ¢
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ANI GAS LEASE ~ Printed snd for aale by Jtuatler Press, Parminglon, New Mcxico
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23I'd . day of. .. ... January 1981

TH1S AOREEMENT, Eniered Into this the 4
' WILLIAM G. DAVIE, as separate property; and WILLIAM G.. DAVIE and BILL B. DAVIE,
as Joint Tenants, whose addresses are P. O. bBox 92; Fruitland, New Mexico 87416

between s

N3 . .- . s . . N e e b R o cens ; ‘..
..

- Lo~ . . . BN P . . . . e . (o ~
RN .- . L - & . . - . ot ~~ Hala "!-.- AN v s =

.-

3 heretnafter called 1essor,
& I OIL COMPANY : R o herelnafter called leaste, does witness:

1. That lessor, for and wa counsideration ¢f the sum of.. ___'I.B\}.,&ND..NQZJ,D_D T T T T . Dollera (:..10..‘0.0.. L
fn hand patd, shd Of the covenants snd agreements herelnafter contsalned to be performed by the lessee, hax this day granted and leased
and heredy grants, leases and lets unto the lessee for the purpase of inlning and operating for and producing oll and gas, cas!ogheed gas
and casinghead gaso!lne. Iaying plpe Jines, bullding tanks, storing o!l, buldlog power stations, telephoue lipes and other structures thercon
to produce, save, take care of shd wmanufacture all of such suhstances, and for houslog and boarding employees, the following described

B 7, X S
tract of land . San Juan Couanty, New Mexico to-wit: o

and

N R SO - - PP

TRACT 3: 3.89+ acres, situate in the SW/4 SW/4 of Sec. 2, T29N, R1SW, NMPM, San Juan
County, New Mexico, being described as follows: Beginning at a point which is 802.36°
gg9°07'32"E fram the SW Corner of said Sec. 2. Said point being in the center of Co.
. No. 62, ) .
THENCE: NO0°34'30"E, 1316.62'; )
THERCE: N89°28'42"E, 128.27'; : B
THENCE: S0°32'10"W, 1315.81' to a point in the centexr of Co. Rd. No. 62;
THEXCE:  889°07'36"W along said centerline 129.18' to the point of beginning.

TRACT 7: 16.48 acres, more or less, consisting of the west 544 feef of SW/4 SW/4, - -
Section 2, T29N, R15W, NMPM, San Juan County, New Mexico. . .

E’Xﬁl.‘é'.f: Q
case 2224
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EUTRERGEXK ; £ A2 and containiag _AQ_-.QZ- acres, more or less,
:'lg:d; tot' fesse shall include sil lands owned by ls<sor adfacent to the lands hereln particularly described. : N

Y B Thid lease xhalf remnfn (a force for-a tenn of 1/2 yesr and as long thereafter as ofl, gas, casinghead gas, casinghead gasoline
Lo5- my’ ©f thert s prgglyuced. . -
B 3. T . sral) dellver to the credit of the lessor ss royalty, free of cost, In the pipe liné to which lessee may connect Its wells
the eQual ;Z .. part of all oi} produced and saved from thr lrased premises, or st the lessee’s option, may Ypay to the lessor for
such - j&) royeity the marXxet price for oll o! lixe grade and gravity prevslllog on the day such oll ’s run Into the pipe line, or Into
storage s, RN -
€,  The )esser shall pay lessor, as ro_y-ansz .1/4 of the proceeds from the sale of the gas, as such, for gas from wells where gas
oply is found. and where pot sold shall pay. «_,5__._. per annum as royalty from each such well, and while such royalty is so pald such
well ahsll be held to be a produciog well under paragraph numbered two hereof. . The. lessor to have gas free of charge from any gas well
on_the i-:xsed premises for stoves and Inslde lgnts In the principal d welllng bouse on sald land by making hls own conbections with the
well, thie use of sald gas to be at the lessor's sols risk and expense. 'The lessee shall pay io/}fsor tor gas produced from any oi]l well and

used Dy the lessee for the manutscture ol.gasollne or sny other pmduci. royalty, 4 -..of the merket value of such gas at the
mouth of the weil. If sald 13 s0ld by the )essee, then ss royalty /X of the proceeds of the sale thereo!.
5.  This Oil Gas lease 1s a paid-up lease. -
o Lt e L + edmorrcaid=lnrrd—or—or-betore -
s terminate as to dboth partles, unless the lessee shall on or before this date, pay or teader to the lessor ¢ for 2edersTs credit
R the - oo _Bank at . ot or
ks successors, which bank and fts sUTTv™ e the lessor's agent and shall contlnue as ry of any snd all sums payable under
. . . " -
fuis lease, regardless of changes of ownership In satd lan g e U , or in the rentals to accrue thereunder, the sum of
: ' = R el ’ Mers ($——______) which shall operate as
Jratal and, cover the privilege of defe commeacement. of drllling operatlons for a Y In ltke manper and upon
Bke payments or tenders, "encement of drilllng operatlons may be further delerred for lre ccessively. ALl payments
r tenders ma 2, ¥ check oOr draft of lessee or any sssignee thereof, mailed or dellvered on or before the 1 axlng date, N,
4 e dea.txb.or t}:e ‘lusor. or bls successor }n'lqbfnsz. tbs paypen: or tender of rentals in the manncr provide = e -

. v 1 U L - T
6. If at any time prior to the discovery of oll or gas on this land and durlng the term of this lease, the lessee shall drill s dry hole,
or botes, on this land, this lease shall not terminate, provided operations for the diflling of .a  well shall be commenced within twelve
months from the expiration of the last rental period for which rental has been pald, or provided that within saild perfod the Iessee
begins or resurhes the payment of rebtals In the manner and amount herein aborve provided; and in this event the preceding paragraphs
hereo? governing the payment of rentsals and the manner and effect thereof shall continue In force. .

1. In cese sald lessor owns & less Interest in the above deséribed land than the entire and undivided fee simple estate therain, then
the royalties end rentals heveln provided for shall be pald the sald lessor only in the proportfon which his interest bears to the whole
and uadivided f2e.

8. The lessze shall have the right to use free of cost, gas, ol and water found op sald $and for its operations thercon, except water
from the wells of the lessor. When required by .lessor, the Iessee shall bury pipe lines delow plow depth and shall pay for dainage caused
by its operaticons to growing o on sald land. No well shall be drilled peaver than 209 feet to the house or barn now on sald premises
without ‘written consent of the lessor. Lesiee shall have the rizht at any time during or after the ecipiration of this lease to remove all
mashinery, fixtures, houses., bulléings and other structures placed on sald premises, including the right to draw and remoze all casing.

9. If the es:ate of elther party hereto 1s. assigned (and the privilese of assigning In whole or In part is expréssly zilowed). ths cov~
ecants hereo!l shrll extend to the h2irs, executors, sdAmMIDISITAtors, svccessors end. assigps, hut £o change of owmmership in the land or 1o
trx2 reantals or rojalifes shall be dinging on the lessee untll zfter notice to the lessee and it has been furmnished with the written transfer
or 2ssignmant or a certified copry thereof. In the event this lease shall be assigned as 1o & part Or 83 to parts of the aborve deseribed
I1znds, and the holder or vxner of any such part or parts shall fall or make default in the payment’ of the proportionate part of the
Tent <Cue fram him or them, such dafault shall not operate 0 difeat or affect this lease In so far ss It covars & part or pars of sald
land upon which the satd Jessee Or ap =<cizgnes hereof shall make due payment of xald rentals. I7 at any time there be as meny a3 four parties
entitled to rentals or rovalifes, lessee msay withhold payments thereof unless and until all partles designate, In writing. in a rexSrdadle
jnsirument to be filed with the lesser, & common agedt Lo recelve sll payments due hereunder, and to extcute Alvision snd transfer orders
on behalf of sald parities, and thelr respective succeessors In iitle. -

10. Lesscr heredy warranty and egrees to defend the title to tbe land hereln  described snd agrees that the lessee, at {ta optlon,
may pay scd discharge any - taxes, morigages. or other llens exisiing, levied, or assessed on or agalnst the aborte described lunds and,
in event It exercises such option, it shall be s:9cogated to the rights of any holde:r or holders thereol and may reimburse itsel? by applylog
to the discharge of any such worigage, tax or other len, mny roralty or rentals sccrulng hereurcder. -

1. Notwithstanding anything in this leasr contalped to the contrary, it s expressly sgreed 'hat If lessee shall commence drilling
operations at any time while this Jease {s in.‘>rce, this lesse aball remaln in force and {ts tex:: shall coatlnue £o long as such operatloas
are prosecuted and, if prosuctiop results tha-r!rom, then ss lonog a3 preductlion continues.

12, If within the primary term of thils lease productiop on the leased premises shall cease from any cause, this feacs shall not termi.
nate provided operations for the d:illing of a well sball De commenced before or on the next ensulng rental paying date, or, providsd
Jessee Degins or resumes the payment of rentals {n the manner snd amount bhersinbefore provided. X, 3fter the expiration cof tbe pricmry
terin of this lease, production on ths leased premises shall cease from aDY csuse, this lease shall not terminate prov] *od® lesses resumes
operations Jor ariliing a well within aixty (80) days from wsuch cessation, snd this lesse shall remaln (o force durlog th  prosecution of
such operotions and, i production results therefrom, then ss long as production continues. - s . L

13. X the Jeased anlus shall hereafter De owned In seyerulty or: in separata trecls th:_Srzmises, neveriieitas; ShA. oe developed
and opersted sa one Jeams and- W rormilist Siillig Gereusaer sDALT DE trested as an entirety and shal) be divided among sud pald

i such sepurate owners la the pmméﬁ?;TmT‘iho acresgs owned by each such separate owner bears 10 the entire lessed ncresge,

There slullﬂbe no obligation on the part of. the lesses tOo Offset wells on  sepaiaté tracts Into which the land covered by thls lesse

may be bhereafter divided by sale, devise, or otherwise, Or t0 furnish sepnrate measuring or recelving tanks. Tt s heredy agreed that,

" in the svent this lease shall De assigued 25 (¢ & part or as 'o parts of the adove described lands, snd the holder or owner of sny such

part or parts shall fail or make derﬁlt ta the payment of the proportionate part of the reat due from him or thern, such delault
shall not operate to defeat or slect this leass In 30 far as it covers s part or parts of sald land upon which the sald lessee or any assliguee
hereof shall make due payment of sald rentals. Xf at apy time there be as msny as four pavti'es entitled 0 rentals or rovaliles,
withhold paymenta thereof unlems and until sall partles designate, in writing, 1o A rscordadle instrument to be filsd with

lesace s
the !tun,’. common axent to recelve all psymeants dus hereunder, and to execule division and Zrwuler orders on behall of sald partles,
and thelr respective successors In title. .. .- T BT e LRI .. - ~

14. Léssee may st any time snd from time to time surrender this lesse as to any PATt or parta of the leased premlses by deltrering
or msalling a release thereol Lo the lessor, or by placing a release thercol of record in the proper coualy.

15. This lease and all ts terms, conditlons, and stipulations shall ertend to '-nd be binding on all suctcessors of raid lessor or lessee.
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16, Thls lease shul)l not be lerminated, In whole pr In part, nor Bhall lessee be Sedd Nodble In damages, $or fallure to cum:»f with the
sapresy U uinplicd covenants heredf, 3 compliance therewlth s prevented by, or 1f such fallure §3 1the resolt of, sny ¥Frdern) or Ginte Juws,
crecutlve ©rders, riles, or regulations. M, at the end of the primary Werm )iereof, such ttem hes nol been exlended Yy protiuction o
dsiiling ag ¥n this Jesse provided, mnd lessee, by reason 0f any of the nbove recited causes, Is upable 1o drill & well on the leacsd
premaiscs for ol or gas, the primaiy torm and this rental provislon hereofl shall he cxtended autosoaticaly from year to year untit the furst
wnniversary hereof occurring ninety (90) or more duys foliowiog the remavul of such dilaying €atse.  Durlng any perlod that Icssce s
unable 1o pProduce and/or market eny products from the Jeased préeémiscs by reason of aby of tht above xcested causes, this Jease rhndl
1eqanin In full force and cftect. -

37, Ltssee 15 hereby piven the yight at §is optlion, at any thine and fromn thne 10 fhme, Lo pool or unitize all or nny part or Jarts
of the sbove described Jand with other land, lease, or Jeases In the iminediate vicinily thereof, such podling t0 be Jnte unite not ex-
ceeding the minimum slze tract on which & wel) may be drilled under Jaws, rules, or srgulstions i foree 2t the Ume of such pooling
or unilzation: provided, however, that suck units may exceed tuth minimynn by not .moie than ten acres M such  extess 32 neressary
in grder 10 conform to ownership subdivisions or lease lues.  Lessze ehall exexelse sald opllon, As 10 tach deslred unll, by executing
and recording. an Instruntent jdentifving the unitized srea, Auy well dridled or oferatlops conducted on nny part of cach fuch ubit
shall be considered a well drillsd of operations conducted under th s lease, sand theie shall be wiccated to the portion of the sbouve
descrived Iand fncluded 1n any such unil such proportionp of the actusl production from =l wells on such wit a% lessor’s fnlerest, 3 any, o
such portion, compuicd on ah acseare basis, brars Lo {he entire acresge of such unit, And §t 15 vedasteed snd spreed that the preduction
so allocated shall be considered for nll purpoxes, including the payment or odlivery o1 royrlty, te L the entite production from the
portion of the ubove described 1and Included 1o such unit In the saine manner os though productd fromy the above desciived land under
the terms Of this lease, )

IN WITNESS WHERFEOF, we ¢igh the day and year first atove wrltten! /

.............. s WELLIAN G“DAVIE, - gEATIG T FEEste T

TLLIAM

W. G. DAVIE, as Joint Tenant

BILI B. DAVIE, ag Joint Tenant

Bptl 70 Joppr o T i

STATE OF.......JNE ~}
ss.

CKNOWLEDGMENT ¥OR INDIVIDUAL

to me. personally known' to be the identical personS who executed the wiihin and foregoing jnstrument. an'c‘l' ?cknowb
R o o . PR ; . sy,

edged to me that _H¥Y execuied ihe saime as- ther free and voluntary  act ‘and deed for the \g,;'ﬁé‘s\_‘,An‘df’p\)rphses

e e . e : ol el Ty,

. SRR

’
.

therein set forth. : o ) o 3 L e
IN WITNESS WHEREOF, I have hereunto set my hand and ofiicial seal the day and year lart\*:_li)ové‘vv\r’f‘;:{'é}\.jf-‘
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Belore r;1e. the undersigned. a Noiary Public, within and for said é:punty and Ssate.on this .. ...

B »
€3y Of e R—— 19. ..., personally appeared..... ' e e

to me personally kncwn to be the jdentical persen.. who executed the within and foregoing insirument and acinowl-’

e2zed to me that.. ... executed the'éathe“ 8S .o free and vfoluntary‘act and deed for the uses and purposes

therein set forth, o R - P ol .
IN WITNESS WHEREOF, 1 have hersunto set my hand and offitial’ seal the day and year last above written.
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April 13, 1981

State of New lexico

Departnent of Energy & Minerals
Oil Conservation Division
Santa.Te, NM 87501

Res S &1 o011 Company .
Coripulsoxy Fooling, San Juan -County, New Mexico

Gentlemen;

I would like to ‘advise that I, Tona 3rimhall, have taken an active part
in putting this 1ease together for ny family, I feel 1t s a fair ana
equitable lense,

I have 21so been given ample opportunity to sign this lease, however
for personal reasons I will not do this, I am algo avare of the con-
Sequences involved for causing this 4o he "forcec pooled™,

I have advised iip, E., V. Isbell of S & T 011 Company to "force pool"
this acreage in order that a weil may be drilleq,

Respectfully Sutnitted,

Iena 3rimhall

Exth‘bf.%‘ 7
(a5 e
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State of New Mexico _
Department. of Energy & Minerals
011 Conservation Division

Santa Fe, NM 87501

Ret S & I 011l Company
Compulsory Pooling, San Juan County, New Mexico

Gentlemen;
Please be advised that I, Maxine Hattemer of 4836 West 138th St.,

Hawthorne, California 90250, have been given fair and ample
opportunity to sign a 611 lease for the captioned. I feel that it

‘1s an equitable lease, however for Personal reasons I have chosen
‘not’vo ‘sign the lease.

I have advised Mr. E. V. Isbell of S & I 0il Company to Force pool
this acreage in order that a well may be drilled. I am aware of the

‘conseguences involved in "force pooling".

Maxine Hattemer
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L FA Recommended by the
« \/(/] /N f" // Council  of Peiroleum
fvesA OK 74103 Accountants Societies

1.

Case 72,&;/ | ”*EHPHS” _

dated December 15, 1980 between S & T 01 Corrpany, as :

ACCOUNTING PROCEDURE
JOINT OPERATIONS

1. GENERAL PROVISIONS

Definitions

"Joint Property” shall mean the real and personal property subject to the agreement to which this Accounting
Procedure is attached. : .

“Joint -Operations” shall mean all operations necessary or praper for the development, operation, protection and
maintenance of the Joint Property.

“Joint Account” shall mean the account showing the charges paid and credits received in the conduct of the Joint
Operations and which are to be shared by the Parties.

“Operator” shall mean the party designated to conduct the Joint Operations.

“Non-Operators” shall mean the parties to this agreement other than the Operator.

“Parties” shall mean Operator ;;nd Non-Operators.

“First Level Supervisors” shall mean those employees whose primary function in’ Joint Operations is the direct
supervision of other employees and/or contract- labor directly employed on the Joint Property in a field operat-

_ing capacity.

“Technical Eriployess” shall mean those employees having special -@nd >spec1ﬂc engineering, gedldg1Ca1 or other
professional skills, and whose primary function in Joint Operatmns is the handling of speclﬁc operatmg condi-~
tions and problems for the benefit of the Joint Property.

“Personal Expenses” shall mean travel and other reasonable reimbursable expenses of Operator’s employees.
“Material” shall mean personal property, equipment or supplies acquired or held for use on the Joint Property.

“Controllable Material” shall mean Material which at the time is 50 classified in the Material Classification Manual
as most recently recommended by the Council of Petroleum Accountants Societies of North America.

Statement and Billings

Operator shall bill Non-Operators on or before the last day of each month for their proport;onate share of the
Joint Account for the preceding month. Such bills will be accompanied by statements which identify the author-
ity for expenditure, lease or facility, and all charges and credits, summarized by appropriate classifications of in-
vestment and expense except that items of Controllable Material and unusual charges and credits shall be sep-
arately identified and fully described in detail.

Advances and Payments by Non-Operatfors

Unless otherwise provided for in the agreement, the Operator may require the Non-Operators to advance their
share of estimated cash'outlay for the succeeding month’s oparation. Operator shall adjust each monthly billing
to reflect advances received from the Non-Operators. .

Each Non-Operator shall pay its proportion of all bills within fifteen {15) days after receipt. If payment is not
made wityin such time, the unpaid balance shall bear interest monthly at the rate of twelve percent (12% ) per

annum .0°  the maximum contract rate permitted by the applicable usury laws in the state in which the Joint
Property is located, whichever is the lesser, plus attorney’s fees, court costs, and other costs in conneciion with

the collection of unpaid amounts,

Adjustments ;

Payment of any such bills shall not prejudice the right of any Non-Operator to protest or question the correct-
ness thereof; provided, however, all bills and statements rendered to Non-Operators by Operator during any
calendar year shall  conclusively be presumed to be true and correct after twenty-four (24) months followi ing
the end of any such calendar year, unless within the said {wenty-four (24) month period a Non- Operator takes
written exception thereto and makes claim on Operator for adjustment. No ad;ustment favorable to Operator shall
be made unless it is made within the same prescribed period. The provisions of this paragraph shall not prevent
adiustments resulling from a physical mvemory of Controllable Material as provided for in Section V.

Audits ,
A. Non-Operator, upon notice in writing to Operator and all other Non-Operators, shall have the right 1o audit Ope-
rator's accounts and records relating 1o the Joint Account for any calendar year within the twenty-four (24) month
period following the end of such calendar year; provided, however, the making of an audit shall not extend the
time for the {aking of written exception to and the- adjustments of accounis as provided for in Paragraph4 of this
Section 1. Where there are two or more Non-Operators, the Non- Operators shall make every reasonable effort to
conduct joint or simultaneous audits in a manner which will result in 3 mirimum of inconvenience to the Opera-
tor. Operatc~ she'! bear no portion of ‘the Non-Operators’ audit cost incurred under this paragraph unless agreed

to by the Operator.

Approval by ‘Non Operators )

Where an approval or other ‘agreement of the Parties or Non-Operators is expressly required under otter sec-
tions of this Accounting Procedure angd if the agreement to whxch this Accounting Procsdurs is aiiached contains
no contrary provisions in regard thereto, Operator chall notily 5ii-Non= .Oparators of the Operator's proposal_and

... the agreemsant or spprovai-oi a-ma)ofity in interest of the Non-Operators shall be controlling on all Non-Operz-
“tors.
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1. DIRECT CHARGES

Operator shall charge the Joint Account with the following items:

Rentals and Royalties _
Lease rentals and royalties paid by Operator for the Joint Operations.
Labor

A1) ‘Balaries and wages of Operator s ﬂeld employees dir ectly employed on the Jomt Property in the conduct

of Joint Operations.
(2) Salaries of First Level Supervisors in the field.
(3) Salaries and wages of Technical Employees directly employed on the Joint Property if such charges are
excluded from the Overhead rates.
B. Operator’s cost of holiday, vacation, sickness and disability benefils and other customary allowances paid to
employees whose salaries and wages are chargeable to the Joint Acccun{ under Paragraph 2A of this Saction
I1. Such costs under this Paragraph 2B may be charged on a “‘when and as paid basis” or by “percentage as-

sessment” on the amount of salaries and wages chargeable to the Joint Account under Paragraph 2A of this
Section fI. I{ percentage assessment is used, the rate shall be based on the Operator's cost experience.

C. Expendifures or contributions made pursuant to assessmenis imposed by governmental authority which are
apphcable to Operator’s costs chargeable to the Joint Account under Paragraphs 2A and 2B of this See-
tion II.

D. Personal Expenses of those employees whose salarnes and wages are chargeable to the Joint Account under
Paragraph 2A of this Section II. :

Employee Benefits

Operator's current costs of established plans for employees’ group life insurance, hospitalization, pensmn, re-
tirement, stock purchase, thrift, bonus, and other benefit plans of a like nature, applicable to Operator's labor
cost chargeab]e to the Joint Account under Paragraphs 2A and 2B of this Sectnon II shall be Operator's actual
cost not to exceed twenty per cent (20%).

’e.

Material

Malerial purchased or ‘furnished by Operator for use on tn ‘ "Joint Property as provided under Section IV. Only
such Material shall be purchased for or transferred to the Joint Property as may be required for immediate use
and is reasonably practical and consistent with efficient and economical operations. The accumulation of sur-

plus stocks shall be avoided.

Transportation

Transportation of emp]oyees and Material necessary for the Joint Operations but subjeet to the following limita-

tions: .

A. If Material is moved to the Joint Property from the Operator’s warehouse or other properties, no charge shall
be made to the Joint Account for a distance greater than the distance from the nearest reliable supply store,
recognized barge terminal. or railway recewmg point where like materizal is normally available, unless agreed
to by the Parties.

B. If surplus Material is moved to Operator’s warehouse or other storage point, no charge shall be made to the
Joint ‘Account for a distance greater than the disiance to the nearest reliable supply store, recognized barge
terminzal, or railway receiving point unless agreed to by the Parties. No charge shall be made to the Joint Ac-
count for moving Material to other properties belonging to Operator, unless agreed to by the Parties,

C. In the application of Silbparagraphs A and B above, there shall be no equalization of actual gross trucking cost
of $260 ‘or less excluding accessorial charges.

x

Services

The cost of contract services, equipment and ulilities provided by ouiside sources, except services excluded by
Paragraph 9 of Section 1'and Paragraph 1. i of Seciion III. The cost of professional consultant services and con-
tract sérvices of technical persornrel directly engaged on the Joint Property if such charges are excluded from the
Overhead rates. 'The cost of professional consultant services or contract services of technical personnel not di-
réctly engaged on the Joint Property shall not be charged to the Joint Account unless previcusly agreed to by

the Parties.

Equipment and Facilities Furnished by Operator

A. Operator shall charge the Joint Account for use of Operator owned equipment and facilities at rates com-
mensurate with costs of ownership and operation. Such rates shall include costs of maintenance, repairs, other
operating expense, insurance, taxes, depreciation, and interest on investment not to exceed elght per cent (89¢)
per annum, Such rates shall not exceed average commercial rates currently prevailing in the immediate area
of the Joint Property. ]

B.. In iieu of charges in Paragraph 7A above, Operator may eiect to use average commercial rates prevailing in
the immediate area of the Joint Property less 209;. For automotive equipment, Operator may elect 1o use rates
published by the Petroleumn Motor Transport Association.

Damages and Losses to Joint Property

Al costs or expenses necessary for the repair or replacement of Joint Property made necessary because of dam-
ages or losses incurred by fire, flood, storm, thef!, accident, or other cause, except those resulting from Operator’s
gross negligence or willful mxsconduct Operator shall furmsh Non- Opcrator written notice of damages or losses
incurred as soon as practicable after a report theref has been receiv~d by Operator.

Legal Expense

~-Expense of nahdhhg, isvestigating and setfling hhgatwn or claums. d:schargmg of lxens payment of judgments
and amounts paid- for settlement of claims incurred in or resulting from operations under the agreement or
“necessary to protect or recover the Joint Property, except thal no charge for services of Operator's legal staff

or fees or expense of outside attorneys shall be made unless previously agreed to by tne Parties. All other legal
expense is considered to be covered by the overhead provisions of Section IIl unless otherwise agreed to by the

Parties, except as provided in Section I, Paragraph 3.

S
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12.

Taxes

All taxes of every kind and nature assessed or levied upon or in connection with the Joint Property, the opera-
tion thereof, or the production therefrom, and which taxes have been paid by the Operator for the benefit of the
Parties.

Insurance - ,
Net pr‘emiums paid for insurance required to be carried for the Joint Operations for the ;prote'ction of the Par-

-ties. "I~ tlie event Joini Operations are conducted in a state in which Operator may act as self-insurer for Work-

men’s Compensation and/or Employers Liability wunder the respective state’s laws, Operator may, at its election,
include the risk under its self-insurance program and in that event, Operator shall mclude a charge at Operator’s
cost not to exceed manual rates.

Otber Expenditures '

Any other expenditure not covered or dealt with in the foregoing provisions of this Section II, or in Section III,
and which is incurred by the Operalor in the necessary and proper conduct of the Joint Operations.

III. OVERHEAD

Qverhead - Drilling and Producing Operations

4. As compensation for administrative, supervision, office services and warehousing costs, Operator shall charge

drilling and producing operations on either:

( X ) Fixed Rate Basis, Paragraph 1A, or

( )} Percentage Basis, Paragraph 1B.
Unless otherwise agreed to by the Partlies, such charge shall be in lieu of costs and expenses of all offices
and salaries or wages plus applicable burdens and expenses of all personnel,. except: those direct]y chargeable
under Pdragraph 2A, Section 1L -The cost and éxpense of services from outside sources in connection with
matters of tawatxon, trafﬁc, accounting or matters before or involving governrnental agencxes shall be considerel
as included in the Overhead rates provided for in the above selected Paragraph of this Section I1I unless such
cost and expense are agreed to by the Parties as a direct charge to the Joint Account.

ii. The salaries, wages and Personal Expenses of Technical Employees and/or the cost of professional consultant

services and contract services of technical personnel directly employed on the Joint Property shall { ) shall
not ( X) be covered by the Overhead rates.

A. Overhead - Fixed Rate Basis
(1) Operator shall charge the Joint Account at the following rates per well per month

Drilling Well Rate $ 3,500.00

Producing Well Rate $ 350, 00— Mﬁg

(2) Application of Overhead - leed Rate Basis shall be asfollows

{(a) Drilling Well Rate
[1] Charges for onshore drilling wells shall begin on the date the well is Sbudde and terminate on
the date the drilling or complétion’ rig is released, whichever is later, except that no charge shall
be made during suspension of drilling operations for fifteen (15) or more consecutive days.

{2] Charges for offshore ‘drilling wells shall begin on the date when dnllmg or completion equipment
arrives on localion and terminate on the date the drilling or completion ‘equipment moves off loca-
tion or rig is released, whichever occurs {irst, except that no charge shall be made during suspen-
sion of drilling operations for fifteen (15) or more consecutive days

{3] Charges for wells undergoing any type of workover or recompletion for a penod of five (5) con-
secutive days or more shall be made at the drilling well rate. Such charges shall be applied for
the period from date workover operations, with rig, commence through date of rig release, except
that no charge shall be made during suspension of operations for fifteen” (15) or more consecutive
days.

{b) Producing Well Rates

[1] An active well either produced or injected into for any pomon of the month shall be considered
as a one-well charge for the entire month.

[2] Each active completion in a multi-completed well in which production 1s not commingled down .

hole shall be considered as a one-well charge provlding each completmn is considered a separate
well by the governing regulatory authority,

[3] An inactive gas well shut in because of overprodudion or failure of purchuser to take the produc-

tion shall be considered as a one-wel) charge providing the gas well is dlrebtly connecied 1o a per-

manent sales outlet.

(41 A one-well charge may be made for the inonth in which plugging and abandonment operations

are completed on any well.

[5) AN other inactive wells {including but not Jimited to inactive wells covered oy unit alowable,
lease allowable, transferred allowable, ete.) shall not quality for an overhead charge.

(3) The well rates shall be adJusted as of the first day of April cach year following the etfdetive date of the

azreoment to which ihis Accouniing Procedure is attached, The adjustment shall be comyuted by multi-
plying the rate currently in use by the percentage increase or decréase in the avertage wee)ny earnings of
Crude Petroleum and Gas Production Workers_for the last calendar year compared to the calendar year
preceding as shown by the index of average waeekly earnings of Crude Petroleum and Gas Fields Produc-
tion Workers as published by the United States IDepartment of Labor, Bureau of Labor ‘Statistics, or the
equivalent Canadian index as publnhod by Statistics Canada, as applicable. The adJusled rates shall be
the rates currently in use, plus or minus the computed adjustment.
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B. Uverhead - Percenlage Basis
(1) Operator shall charge the Joint Accqunt at the following rates:

(a) Development

___Percent ( %) of the cost of Development of the Joint Property exclusive of costs
provided under Paragraph 9 of Section II and all salvage credits.

(b) Operating
e Percent (%) of the cost of Operating the Joint Property exclusive of costs provided
under Paragraphs 1 and 9 of Section II, all salvage credits, the value of injected substances purchased
for secondary recovery and all taxes and assessments which are levied, assessed and paid upon the min-
eral interest in and to the Joint Property.

(2) Application of Overhead - Percentage Basis shall be as follows:

For the purpose of determining charges on a percentage basis under Paragraph 1B of this Seclion 111, de-
velopment shall include all costs in connection with drilling, redrilling, deepening or any remedial opera-
tions on any or all “vells involving the use of drilling crew and equipment; also, preliminary expenditures
necessary in preparation for drilling and expenditures incurred in abandoning when the well is not com-
pleted as a producer, and original cost of construction or installation of fixed assets, the expansion of fixed
assets and any other project clearly discernible as a fixed asset, except Major Construct:on as defined in
Paragraph 2 of this Section III. All other costs shall be considered as Operating.

2. Overhead - Major Construction (If necessary, to be negotiated at a latexr date. )

—pospencate—Oparate or—ov-orhosd—ao inonrred-in—the—ag Letion-—q ineta ex-ei-Lincd-asseto—ih
pansiorni o%$ixgd assets, and any other pro,)e‘.t clearly discernible as a f!xed asset requn'ed for the daweto r'nent and
operation of the JormRegperty, Operator shall either negotiate a rate prior to the beginnine-orconstruction, or shall
charge the Joint Account for ©Owerhgad based on the following rates for any.d* =36t Construction project in excess
of § - ' . v
A. ____ % of total costs if such costs are ynreTiET4 butlessthan$_____________:plus
B. % of total costs in exceseOY 3 but {35 AL) 1,000‘,'000; plus '

C. % of toial-ec in excess of $1 000,000, ;
. Total cg 197l mean the gross costgof any one project. For the purpose of this paragraph, thé tompapent parts
R a3 _‘, ha ~ ..._ G ORaradc SR ho-@ e 3 1 3 . "y o ba-a AT

3. Amendment of Rates

The Overhead rates provided for.in this Section III may be amended fr'omftime to time only by mutual agreement
between the Parties hereto if, in practice, the rates are found to be insufficient or excessive.

il

1V. PRICING OF JOINT ACCOUNT MATERIAL PURCHASES, TRANSFERS AND DISPOSITIONS

Operator is responsible for Joint Account Material and shall make proper and timely charges and credits for all ma-
terial movements affecting the Joint Property. Operator shall provide all Material for use on the Joint Property; how-
ever, at Operator’s option, such Material may be supplied by the Non-Operator. Operator shall make timely disposition
of idle and/or surplus Material, such disposal being made either through ‘sale to Operator or Non-Operator, division in
kind, or sale to outsiders. Operator may purchase, but shall be under no obligation to purchase, interest of Non-Opera-
tors in surplus condition A or B Material. The disposal of surplus Controllable Material not purchased by the Opera-

tor shall be agreed to by the Parties.

1. Purchases

Material purchased shall be charged at the price paid by Operator after ‘deduction of all discounts received. In case
of Material found to be defective or returned to vendor for any other reason, credit shall be passed to the Joint
Account when adjustment has been received by the Operator.

2. Transfers and Dispbsitions
Material furnished to the Joint Property and Material transferred from the Joint Property or disposed of by the
Qperator, unless otherwise agreed to by the Parties, shall be priced on the following bases exclusive of cash dis-

counts:

A. New Material (Condition A)

(1) Tubular goods, except line pipe, shall be priced at the current new price in effect on date of movement on a
maximum carload or barge load weight basis, regardless of quantity transferred, equalized to the lowest
published price f.0.b. railway receiving point or recognized barge terminal nearest the Joint Property

. where such Material is normally available.

{2) Line Pipe
(é) Movement of less than 30,000 pounds shall be priced at the current new price, in effect at date of
movement, as listed by 2 reliable supply store nearest the Joint Property where such Material is nor-
mally available. ’ :
(b) Movement of 30,000 pounds or rore shall be priced under provisions of tubular goods pricing in Para-
graph 2A (1) of this Section 1V. : s

(3) Other Material shall be priced at the current new price, in effect at date of movement, as listed by a rehabmz:

supply.store or £ob railway receiving point nearest the Jomt Properly where such Material is normally
available. ‘
B. Good Used Material (Condmon B)
Material in sound and serviceable condition and suitable for reuse without reconditioning:

(1) Material moved to the Joint Property
{a) At seventy-five percent (75%) of current new price, as determined by Paragraph 2A of this Section IV,

.

(2) Material moved from the Joint Property

(2) At seventy-five percent {756} of current new price, as determined by Paragraph 2A of this Section IV,
if Material was originally charged to the Joint Account as new Material, or

— 4 —
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(b) at sixty-rive_ percent (_65%) of current new price, as determined by Paragraph 2A of this Section
IV, if Material was originally charged to the Joint Account as good used Material nt seventy-five per-
cent (75%) of current new price,
The cost of reconditioning, if any, shall be absorbed by the transferring property.
C. Other Used Malerial (Condition C and D)
(1) Condition C
Material which is not in sound and serviceable condition and uot suitable for its original function until
after reconditioning shall be priced at fifty percent (50%) of current new price as determined by Para-

graph 2A of this Section IV. The cost of reconditioning shall be charged tc the receiving property, pro-
vided Condition C value plus cost of reconditlioning does not exceed Condition B value,

(2) Condition D
All other Material, including junk, shall be priced-at a value commensurate with its use or at prevailing
prices. Material no longer suitable for its original purpose but usable for some other purpose, shall he
priced on a basis comparable with that of items normally used for such other purpose. Operator may dis-
pose of Condition D Material under procedures normally utilized by the Operator without prior approval
of Non-Operators.

D. Obsolete Material

‘Material which is serviceable apd usable for its original function but condition and/or value of such Materia)

is not equivalent to that which would justify a price as provided above may be specially priced as agreed to by

the Parties. Such price should result. in the Joint Account being charged with {he value of the service ren-

dered by such Material.

E. Pricing Conditions

(1) Loading and unloadirig costs may be charged to the Joint Account at the rate of fifteen cents (15¢) per
hundred weight on all tubular goods movements, in lieu of loading and unloading costs sustained, when
actual hauling cost of such tubular goods are equalized under provisions of Paragraph 5 of Section II.

(2) Material involving erection costs shall be charged at apphcable percentage of the current knocked-down
price of new Material.

3. Premium Prices

Whenever Material is not readily obtainable at published or listed prices because of naticnal emergencies, strikes
or other unusual causes over which the Operator has no control, the Operator may charge the Joint Account for the
requlred Material at the Operator's actual cost incurred in provxdmg such Material, in making it suitable for use,
and in moving it to the Joint Property; provided notice in writing is furnished to Non ~Operators -of the proposed
charge prior to billing Non-Operators for such Material. Each Non-Operator shall have the right, by so electing and
notifying Operator within ten days after receiving notice from Operator, to furnish in kind all or part of his share
of such Material suitable for use and acceptable to Operator.

4. Warranty of Material Furnished by Operator

Operator does not warrant the Material furnished. In case of defective Material, credit shall not be passed to the
Joint Account until adjustment has beer received by Operator from the manufacturers or their agents.

V. INVENTORIES
“The Operator shall maintain detailed records of Controllable Material.

i. Periodic Inventories, Notice and Representation
Al reasonable intervals, Inventories shall he taken by Operator of the Joint Account Controllable Material.
Written notice of intention to take inventory shall be given by Operator at least thirty (30) days before any inven-
tory is to begin so that Non-Operators may be represented when any inventory is taken. Failure of Non-Operators
to be represented at an inventory shall bind Non-Operators to accept the inventory taken by Operator.

2. Reconciliation and Adjustment of Inventfories
Reconciliation of a physical inventory with the Joint Account shall be made, and a list of overages and shortages
shall be furnished to the Non-Operators within six months following the taking of the inventory. Inventory ad-
justments shall be made by Operator with the Joint Account for overages and shortages, but Operator shall be
held accountable only for shortages due to lack of reasonable diligence.

Special Inventories

_ Special Inventories may be taken whenever there is any sale or change of interest in the Joint Property. It shall
be the duty of the party selling to notify all other Parties as quickly as possible after the transfer of interest takes

place. In such cases, both the seller and the purchaser shall be governed by such inveniory.

©

4. Expense of Conducting Periodic Invenfories
The expense of conducling periodic Inventories shall not be charged to the Joint Account unless agreed ‘to by the
Parties.

The overhead costs stated in Article III will be adjusted annually on January 1 of
each vear to reflect an inflation adjustment factor. The inflation adjustment factor shall
be the sum of a factor equal to 1/100ths of the quarterly percent change in the Q¥ implicit
price deflator plus a correctlon factor of 1.02. The term "GNP .mellClt price deflator”

~ ~L LY, lewenT it b vt A AAEY bl Pl e |

mans the pren.muu:c_y csidamate of- the ulv*.&vav PYICC GCLLOTor, MW)MJ..LJ adJUb\x:u, oy ‘Uie

Gross National Produclt as camputed an” published by the Department of Commerce for the cal-
endar quarter involved. The term "quart,rly percentage change in GNP implicit price deflator"
means the quarterly percentage change in the GNP implicit price deflator camputed and published
as an annual rate by the Department of Commerce, for the most recent calendar quarter for which
such quarterly percentage change has been so published at least 8 days before the beginning of

January 1 of each year.




Jason Kellahin

KELLAHIN and KELLAHIN
Attorxeys at Law
500 Don Gaspar Avenue

W. Thomas Kellahin Post Office Box 1769
- . ; Telephone 982-428$
Karen Auvbrey Santa Fe, New Mexico 87501 Area Code 305

March 31,1481

Mr. Joe Ramey

0il Conservation Division
P.O. Box 2088

Santa Fe, New Mexico 87501

. 7 2
C?{}/AQ" 7L lf

RE: S&T1I 0il Company

Dear Joe:

Please set the enclosed application for hearing
on April 22, 1981.

o

-
Very A£Tuly yours,

>

W. Fhomas Kellahin

WTKJm
Enclosure
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STATE OF NEW MEXICO
DEPARTMENT OF ENERGY AND MINERALS
OIL CONSERVATION DIVISION

IN THE MATTER OF THE APPLICATION
OF S & T OIL COMPANY FOR COMPULSORY
POOLING SAN JUAN COUNTY, NEW MEXICO

APPLICATION Cons 7221
COMES NOW S & I OIL COMPANY, by and through its

attorneys, KELLAHIN & KELLAHIN, and applies to the 0il

Concervation Division of New Mexico for a compulsory pocling

order for the SW748W14"6f Section 2, T29N, R15W, NMPM,

San Juan County, New Mexico and in support thereof would

show:

1. Applicant desires to be designated operator of the

pooled unit.

2. Applicant is the owner of the right to drill and
develop the o0il and gas minerals underlying the above describ-
ed 40 acre tract, and proposes to drill a well to test the

formations underlying this tract.

3. Applicant has sought voluntary agreement from other
owners of interests underlying the described lands, but has
been unable to obtain such agreement with Hattemer & Brimhall

for the drilling of the proposéd well.

4. The address of the non-consenting owners to the
best of applicant's information and belief are:

Maxine Hattemer 3.89 acres

4836 West 138th Street
Hawthorne, California 90250

e




Tona Brimhall 3,89 acres
; P.0. Box 414
! Fruitland, New Mexico 87416

| . WHEREFORE applicant prays the Division to enter its order

pooling the mineral interests, whatever they may be; under-
lying the SW/4SW/4 of Section 2, Township 29 North, Range 15

'§ WéSt; N.M.P.M,, San Juan COunt;, New Mexico, together with

1 provision for applicant to recover its reasonable costs of
drilling and ccompleting the propoéed well out of production,

plus its necessary operating costs, and costs of supervision,

and for a risk factor of 200% for the risk of drilling and

CBmpléting the proposed well, and for such other and further

provisions as may be proper.

Respectfully submi

S & I OIL CO

ellahin & Kel¥ahin
_ - . P.0. Box 1769
! , U Santa Fe, New'Mexico 87501
: : - ' (505) 982-4285

50 ATTORNEYS FOR APPLICANT
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STATE OF NEW MEXICO
DEPARTMENT OF ENERGY AND MINERALS
OIL CONSERVATION DIVISION

IN THE MATTER OF THE APPLICATION
OF S & I OIL COMPANY FOR COMPULSORY
POOLING SAN JUAN COUNTY, NEW MEXICO

(A

C 7z 21

APPLICATION
COMES NOW S & I OIL COMPANY, by and through its
attorneys, KELLAHIN & KELLAHIN, and‘applies to the 0Oil
Conservation Division of New Mexico for a compulsory pooling
order for the SW/4SW/4 of Section 2, T29N, R15W, NMPM,
San Juan County, New Mexico and in support thereof would

show:

1. Applicant desires to be désignated operator of the

pooled unit.

2. Applicant is the owner of the right to drill and
develop the oil arid gas minerals underlying the above deScrib-
ed 40 acre tract, and proposes to drill a well to test the

formations underlying this tract.

3. Applicant has sought voluntary agreement from other
owners of interests underlying the described lands, but has
been unable to obtain such agreement with Hattemer & Brimhall

for'the drilling of the proposed well.

4. The address of the non-consenting owners to the

best of applicant's informaticn and belief are:

Maxine Hattemer 3.89 acres

4836 West 138th Street
Hawthorne, California 90250
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Iona Brimhall 3.89 actres
P.0. Box 414
Fruitland, New Mexico 87416

WHEREFORE applicant prays the Division to énter its order
pooling the mineral interests, whatever they may be; under -
lying the SW/4SW/4 of Section 2, Township 29 North, Range 15
West, N.M.P.M., San Juan County, New Mexico, together with
prov131on for applicant to recover its reasonable costs of
drilling and completing the proposed well out of productlon
plus its necessary operating costs, and costs of superv131on,
and for a risk factor of 200% for the risk of drilling and

completing the proposed well, and for such other andtfurther

provisions as may be proper.

Respectfully subm;tted

S & I OIL CO} Z(NY /
?f\ Y. 3
Kellanln & Kellahlnl"
P.0, Box 1/69 R

Santa Fe, New’Mexico 87501
(505) 982 4285

i

!
Jl.

,/.. g

AT"‘ORNEYS FOR APPLIC%’ ’T
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STATE OF NEW MEXICO
DEPARTMENT OF ENERGY AND MINERALS
OIL CONSERVATTION DIVISION

IN THE MATTER OF THE APPLICATION

OF S & I OIL COMPANY FOR COMPULSORY
POOLING SAN JUAN COUNTY, NEW MEXICO

APPLICATTION CN/Q 7}2’7[

COMES NOW S & I OIL COMPANY, by and through its
attorneys, KELLAHIN & KELLAHIN, and applies to the 0il
Conservation Division of New Mexico for a compulsory pooling
ordér for the SW/4SW/4 of Section 2, TZ9N, RI5W, NMPM,

San Juan County, New Mexico and in suppdrt thereof would

show:

1. Applicant desires to be designated operator of the

pooled unit.

2. Appiicant is the owner of the right to drill and
develop the o0il and gas minerals underlying the above describ-
ed 40 acre tract, and proposes to drill a well to test ‘the

formations underlying this tract.

3. Applicant has sought voluhtary agreement from other
owners of interests underlying the described lands, but has
been unable to obtain such agreement with Hattemer & Brimhall

for the drilling of the proposed well.

4. -The address of the non-consenting owners to the

best of applicant's information and belief are:

. 3.8 s
Maxine Hattemer 9 acre

4836 West 138th Street
Hawthorne, California 90250
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Iona Brimhall 3,89 acres
P.0. Pox 414
Fruitland, New Mexico 87416

WHEREFORE applicant prays the Division to enter.its order

pooling the mineral interests, whatever they may be, under-

lying the SW/4SW/4 of Section 2, Township 29 North, Range 15

West, N.M,P.M.) “San Juan County, New Mexico, together with
provision for applicant to recover its reasonable costs of
driliing and completing the proposed well out of production,
plus its necessary operating costs, and costs of supervision,
and for a risk factor of 200% for the risk of drilling and
completing the proposed wellg’and for such other and further

provisions as may be proper.

Respectfully submjtted,

S & % 01L 02?P£§;7} // N
o Lle

Kellahin & KelZ¥ahin

P.0O. Box 1769 / ;
Santa Fe, New'Mexico 87501
(505) 982-4285

ATTORNEYS FOR APPLICANT




DRAFT : STATE OF NEW MEXICO
ENERGY AND MINERALS DEPARTMENT
dr/ OIL CONSERVATION DIVISION

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

CASE NO. 7224
Order No. R- (.({, (g

APPLICATION OF S & 1 OIL CoMPANY

FOR COMPULSORY POOLING, SAN JUAN
-/ COUNTY, NEW MEXICO.
ORDER OF THE DIVISTON ‘

BY THE DIVISION:

T T

This Cause came on for hearing at 9 @.m. on _ April 2z .

19 81 ¢ at Santa Fe, New Mexico, before Examiner Daniel S. Nutter,

NOW, on this day of April + 1981 | the pivision

s T P S

N Directcr, havixig considered the testimony, the record, and the
recommendations of the Examiner, and being fully advised in the
premises,_: »

FINDS:

A M T N

(1) ' That due public notice having been given as required by
{ law, the Division has jurisdiction of this cause and the subject

matter thereof,

RSy

(2) 'mhat €2 applicant, 5 & I 051 Company

seeks ax_i érder‘pooling all miniiral interests inkky all formations
"

- dwne Yo M%u/thl'i“‘é‘//‘f/ underlying the SW/4 SW/4

. of Sectibri z ., Township 29 North , Range 15 West .

) ;’r";"-‘PLW‘““.‘."«‘QA‘;!.".rl’tvl"“nl}’:?‘ft'c". w5l

: - NMPM, ., San Juan County, New

. Mexico. : i

!
|
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Case No.

"Order No. R-

(3) That the applicant has the right to drill and proposes
to drill a.well at a standard location thereon

{4) That there are interest owners in the proposed proration
unit who have net agreed te pool their interests.

(5) That to avoid the drilling of unnecessary wells, to
protect correlative rights, and to afford to the owner of each
interest in said un1t the opportunity to recover or receive j
without unnecessary expense his just and fair share of t?{!;::{”
in said pool, the subject application: should be”approved by
pooling all mineral interests, whatever the may be, within said
unit.

(6) That the applicant should be designated the operator
of the subject well and unit.

(7) That any non-consenting working interest owner should
be afforded the opportunity to pay his share of estimated well

costs to the operator in lieu of paying his share of reasonable

.. well costs out of production.,

(8) That any nen-consenting working interest owner whe

“ does not pay his share of estimated well costs should have

withheld from production his share of tiie.reascnable well costs"
plus an additional 26& percent thereof as a reasonable charge

for the risk involved in the drilling of the well.

{9) That any non-consenting interest owner should be.
afforded the opportunity to object to the actual well costs but
that actual well costs should be adopted as the reasonable well
costs in the absence of such objection.

(10) That following determination of reasonable well costs,
any non-consenting working interest owner who has paid his
share of estimated costs should pay to the operator any amount

that reasonable well costs exceed estimated well costs and

should receive from the operator any amount that Fald estimated

well costs exceed reasonable welJ costs.
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(11) That s 3500: 00 per month while drilling and
$ 350.0‘7 per ©0 nth while producing should be fixed as reason”

g

- able charge es for supervxsxon (comblned fixed rat es): that the
operator should be authorlzed to “withnoid £xom nroductlon the
proportlonafe share of such superv1sxon charges attributable to

_each non—consentlnq worﬁiﬁg”iﬁt erest; & nd in addxtlon thereto.
the operator should be authorized to withhold from productlon the
proportionate share of actual expendltures required for operating

- the subject well, not in excess of what are reasonable: attributable

to each non-—consentmg working interest.

(12) cthat all proceeds from produt:tion from the subject
well which are not disbursed for any reason should be placed
in escrow' to be paid to ‘the true owner thereof upon demand and

':proof of ownership. : ;
| (13) That upon the failure of the operator of said pooled
'unit. to commence drilling of the well tO which said unit is
gedicated on OF pefore J_u:é’ ’,.148 / , the order ;
‘pooling said unit should become. null and yoid and of no effect
whatsoever. _ A
7 IS THEREFORE oRDERﬁo:

(1) That all mineral ‘interests: whateyer £} they may be. .
, to and

#@,adhggﬁywldﬂdﬂ

in %¥Re all fovmat:.onSunderlylng th 4 SW/4

‘ : i
of section 2 ' Township 29 North  , Rang® 15 West ,
NMPM. san -7 JUQ“County, New Mexico '

are hereby pooled to form a standard _T< =~ "0 - acre gee- Spacing

1,'-‘and proratlon unit to ) be dedxcated to a well to be drilled

' at a

OVIDED HOWEVER, that the operator of said unit shall

; PR

‘commence the drlll ing of said well on O pefore the £cr9", day of }‘ '

, 1981 3 and shall thereafter continue the drillinq

i

standard 1ocat;on thereon 2
\

!

(]

iof saild well w1th due dlllgence to a depth sufficient to test the

formation ;

H ROVIDED Y‘URTHhR, that in the event said operator does not \

PROVIDED Zo2r—
\

‘:commence the ‘drilling of said well on OF pefore the E;fii, day of

|

. B
l‘ Ly 931 , Order (1) of this order shall be null “
i \

At

|

t

‘and void and of no effect whatsoever, unless- apid. nnerator obtalns
1
l|

“a time extension from thc _pivision for good cause shown.




PROVIDED FURTHER, that should saiq well not pe drilied to

completien, or abandonment, within 129 days aftep Commencement
show cayse Why Order (1) of this ordep 8hould not pe rescinded,
(2) fThat S & ! Company hereby designateq

is
“the Operator of the subject well ang unit,

thereof, said operator shall appear before the Division Director apg
(3) That after the effective date of thig order ang within

" no objectionrto;the actual veli costs i received,by the Divigion ; L
‘?ahd tﬁe Division has not objecteqd within 45 days following Teceipt —
Eiof said'schedule, the actya) well costg shall.be.the'reasonable
j:Well COsts; provideq however, that i¢ there is ap Objection tq

'actual'well COSts within gajq 45~day periog the Division will {

i
i
—

— e
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above shall pay to the operator his prc rata share of the amount

(2 2 ¢

that reasonable well costs exceéd estimated well costs and shall
receive from the operatcr his pro rata share of ihe amount that
e~timated well costs exceed reasonable well costs.

(7) That the operator is hereby authorized to withhold
the following costs and charges from production:

(A) The pro rata share of reascnable well costs
attributable to each non-consenting working
interest owner who has not paid his share of
estimated well costs within 30 days from the
date the schedule of estimated weillcosts is
furnished to him. |

(B) As a charge for the risk involved in the
drilling of the well, ¢#@_ percent of the pro rata
share of reasonable well costs attributable |
to each non-coﬁsentingtWOrking,interést.
owner who has not paid his share of estimated g
well costs within 30 days from the date the |
schedule of estimated well costs is furnished .
to him.

{8} That the operator shall distribute said costs and
charges withheld from production to the parties who‘advéﬁced %

'the well costs.
(9) That $ 3350#.#0 per month while drilling and s !

$__J%e.e0 per month while producing are hereby fixed as

‘reasonable charges for supervision (combined fixed rates); thét che
operator is hereby authorized to withhold from production the.

iproportionate share of such supervision charges attributable to

o — i

each non-consenting working interest, and in addition thereto, théf

, : 1
operator 'is hereby authorized to withhold from production the i
. , i

3

‘proportionate share of actual expenditures required for operaEing

"such well, not in excess of what are réasohable, attributable to

‘each non=consenting working interest.

T
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- Order No.,

(10) That any unsevered mineral interest shall be considered

ca seven-eighths (7/8) working interest and a one-eighth (1/8)

—

——

i i
P r——
i

g royalty interest for the purpose of allocating costs and charges

under the terms of this order.

(11) fThat any well costs or chafges which are to pe paid
out of production shall be withhelq only from the working
interest$ share of production, ang No costs or charges shall
be withheld from production attributable to royalty interests,

(12) fThat all proceeds from production from the subject
well which are not disbursed for any reason shall immediately

be placed in escrow in San Juan County, New Mexico, to be

paid to the true owner thereof upon demand and proof ofr 0wnership;
that the operator ‘shall notify the Division of the name and .
address of said escrow agent within 30 days from the date of
first deposit.with said escrow agent. . !

(13) That jurisdiction of this cause is retained for the

. entry of such further orders as the Divisign may deem necessary.

DONE at Santa Fe, New Mexico, on the day and year herein-

above designated.




