
Guitar BFL Com #1 
Township 25 South, Range 26 East, NMPM 
Section 17: N/2 
Eddy County, New Mexico 

Mineral Owner: 

Net Acres in N/2 Spacing Unit 2.5 
Percent Working Interest in Unit 0.781250% 
Previous Lease dated: 9/21/01 
Expiration: 9/20/04 

Lease Renewal and Correspondence Timeline 

James M Alexander 
P O Box 58 
Abilene, TX 79604 

2/13/04 Offer letter sent to renew previous lease: 
Terms: 3-year term 

$100.00 bonus/acre 
1/4 royalty 

2/20/04 Letter of acceptance received as per terms offered. 

2/20/04 Lease documents & bank draft sent as per terms accepted in offer letter 

4/26/04 Received signed lease, containing several modifications not acceptable 
to Yates management. 

4/26/04 Responded with cover letter not accepting modified lease. Sent a 

compromise lease form, acceptable to Yates management. 

9/21/04 No response from Mr. Alexander - lease expired. 

11/10/04 Sent AFE to participate in the drilling of the Guitar BFL Com #1. 

11/12/04 Received certified receipt of sent AFE. 

11/30/04 Final offer sent: 
Option 1: Sign AFE to participate in drilling of well 
Option 2: Enclosed Yates lease form (no modifications) 

3-year term 
$100.00 bonus / acre 
1/4 royalty 

Illegible Date Received certified receipt of Final offer letter. 

BEFORE THE OIL CONSERVAITON DIVISION 
Santa Fe, New Mexico 

Case No. 13398 Exhibit 3-A 
Submitted by: 

Yates Petroleum Corporation 
Hearing Date: January 6. 2005 



PETROLEUM 
CDRPDRHTIDN 

105 South Fourth Street 
Artesia, NM 88210 

505-748-1471 
FAX 505-748-4572 

February 13, 2004 

u 

James M. Alexander 
P. O. Box 58 
Abilene, TX 79604 

RE: Oil & Gas Lease 
Township 25 South. Ranqe 26 East. NMPM 
Section 17: NW/4NE/4, E/2E/2 
Eddy County, New Mexico 

Mr. Alexander: 

Yates Petroleum Corporation would like to extend an offer to re-new your lease in the captioned acreage, 
subject to the following terms: 

1. A Paid-up Three (3) Year Oil and Gas Lease; 

2. A bonus consideration of $100.00 per acre for the 4.1667 net mineral acres; 

3. A royalty reservation of 1/4th of 8/8ths on all oil and gas produced from the leased lands; 

4. Offer will expire at office closing on March 15, 2004. 

5. Title acceptable to Yates Petroleum Corporation. 
^ 

If the above meets with your approval, please execute below and return to this office at your earliest 
convenience. If you have any questions regarding this matter, please call me at (505) 748-4356. 

Thank you. 
Very truly yours, 



PETROLEUM 
CDRPDRRTIDN 

105 South Fourth Street 
Artesia, NM 88210 

505-748-1471 
FAX 505-748-4572 

February 20, 2004 

James M. Alexander 
P. O. Box 58 
Abilene, TX 79604 

Re: Oil & Gas Lease 
Township 25 South. Ranqe 26 East. NMPM 
Section 17: NW/4NE/4, E/2E/2 
Eddy County, New Mexico 

Mr. Alexander: 

Enclosed are two (2) copies of our Paid-up Oil and Gas Lease, three (3) year term, providing for a 1/4 
royalty, covering your interest in the captioned lands. Also enclosed is one (1) draft in the amount of 
$416.67 which is full bonus consideration of $100.00 per acre for your 4.1667 net mineral acre 
interest. 

If the above meets with your approval, please execute the Oil and Gas Lease before a Notary Public. 
Also endorse the draft and send it for collection through your bank, together with the lease to the 
address below: 

First National Bank of Artesia 
P O Drawer AA 
Artesia, New Mexico 88210 
Attention: Collection Department 

Or you may void the draft and send the executed and notarized lease, with the voided draft, 
directly back to me at the Yates Petroleum Corporation address and I will return to you a direct 
check. 

If you have any questions, please call me at (505) 748-4356. Thank you. 

Very truly yours, 
YATES PETROLEUM CORPORATION 

Shirley Pruitt 
Land Technician 

/sp 
Enclosure(s) 



0 
Producers 88 Rev. (3 Year Lease) 5-96 (THREE YEAR PAID UP LEASE) Form 345 
YPC Revised Form • OIL AND GAS LEASE Hall-Poorbaugh Press, Inc. 

Roswell, New Mexico 

THIS AGREEMENT made this 16th day of February 2004, but Effective September 21, 2004, between James M. Alexander, dealing in his sole and 

separate property, as Lessor (whether one or more), and YATES PETROLEUM CORPORATION-70%; YATES DRILLING COMP AN Y - l 0%, ABO PETROLEUM CORPORATION-

10% AND MYCO INDUSTRIES, INC-10%, as Lessee, WITNESSETH: 

1. Lessors in consideration of Ten and No/100 Dollars ($ 10,00 

) in hand paid, of the royalties herein provided and of the agreements of Lessee herein contained, hereby grants, leases and lets exclusively unto Lessee for the purpose of investigating, 

exploring, prospecting, drilling and mining for and producing oil and gas, laying pipe lines, building roads, tanks, power stations, telephone lines and other structures thereon and on, over and 

across lands owned or claimed by Lessor adjacent and contiguous thereto, to produce, save, take care of, treat, transport, and own said products, and housing its employees, the following described 

land in Eddy County, New Mexico to-wit: / 

Township 25 South. Range 26 East. NMPM 
Section 17: NW/4NE/4, E/2E/2 

2. Without reference to the commencement, prosecution or cessation at any time of drilling or other development operations and/or to the discovery, development or cessation at any time of 
production of oil or gas and without further payments than the royalties herein provided, and notwithstanding anything else herein contained to the contrary, this lease shall be for a term of three 
years from this date (called "primary term") and as long thereafter as oil or gas is produced from said land or land with which said land is pooled hereunder. 

H O l U l l " 1 : ' 1 < M " H l l i i l | i i i n1 i i i» i l J IN I m i i i . i l n i n n ml]1 Imi i l I I IM LUI I IM i n l i u i l u l l c i u i u i l ui l l i u i i iu l lu i n in i l i u j i i u l l l l n f ; | I I || | | | | | | ||||| | | | | f f n II |,| |, 

the wells may be i i >y tp™ Hm» to time purchase any royalty oil in its possession, paying the market price t V" , r»f"~ p-vniTjiirc ' i 1 ' " l i f pi—1IT"-—1 on the date of 
purchase; (b) on gas, including casing hrnl | i i nihil | iminin -|i|rrttn~r prnrlurrrl from said land, and sold, or n i il 11 IT Hi nn mini i in lm llu i n i linn of gasoline or other product there from, 
the market value at the well of 1/4 of the gas so sold or used, |m nli il n 'II un p i v\{\ fi*-wile th f m\i ill i l i l l l l I I of the amount realized from such sale; while there is a gas well on 

i this lease or on acreage pooled therewith but gas is not being sold or used. Lessi 1 111Ill l i i l l l l i n | i l l ! on or before ninety (90) days after the daie on which said well is shut in and 
^thereafter at annual intervals the sum of $ 1.00 per acre and i f in ll |iimll III i in 11 or tendered, this lease shall nit trrmm II ml il "rill lit rnn-irlrrrrl that gas is being produced from this lease in 
paying quantities. Payment nr tpnrfer i|P i iiii nlnil Hi i nn ill i may be made by check or draft of Lessee mailed or delivered to the | i ulii i nlilli il Illl II In nn in 1iK""- the Haf said payment is due. 
I i " I I lull liiiiff friii nJ Mini p - rml and water from said land, except water from Lessor's wells, for all operations hereunder, and the royalty on oil and p~ Ii ill I Ill|niliiri ittri" rlrrlnrtinr 

4. Lessee, at its option, is hereby given the right and power to pool or combine the acreage covered by this lease, or any portion thereof as to oil and gas, or either of them, with other land, 
lease or leases in the immediate vicinity thereof to the extent, hereinafter stipulated, when in Lessee's judgment it is necessaiy or advisable to do so in order properly to explore, or to develop and 
operate said leased premises in compliance with the spacing rules of the New Mexico Oil Conservation Commission, or other lawful authority or when to do so would, in the judgment of Lessee, 
promote the conservation of oil and gas in and under and that may be produced from said premises. Units pooled for oil hereunder shall not substantially exceed 40 acres each in area, and units 
pooled for gas hereunder shall not substantially exceed in area 640 acres each plus a tolerance of 10% thereof, provided that should governmental authority having jurisdiction prescribe or permit 
the creation of units larger than those specified, units thereafter created may conform substantially in size with those prescribed by governmental regulations. Lessee under the provisions hereof 
may pool or combine acreage covered by this lease, or any portion thereof as above provided as to oil in any one or more strata and as to gas in any one or more strata. The units formed by pooling 
as to any stratum or strata need not conform in size or area with the unit or units into which the lease is pooled or combined as to any other stratum or strata, and oil units need not conform as to 
area with gas units. The pooling in one or more instances shall not exhaust the rights ofthe Lessee hereunder to pool this lease or portions thereof into other units. Lessee shall file for record in the 
appropriate records of the county in which the leased premises are situated an instrument describing and designating the pooled acreage as a pooled unit. Lessee may at its election exercise its 
pooling option after commencing operations for or completing an oil or gas well on the leased premises, and the pooled unit may include, but it is not required to include, land or leases upon which 
a well capable of producing oil or gas in paying quantities has theretofore been completed or upon which operations for the drilling of a well for oil or gas have theretofore been commenced. 
Operations for drilling on or production of oil or gas from any part of the pooled unit which includes all or a portion of the land covered by this lease regardless of whether such operations for 
drilling were commenced or such production was secured before or after the execution of this instrument or the instrument designating the pooled unit, shall be considered as operations for drilling 
on or production of oil and gas from land covered by this lease whether or not the well or wells be located on the premises covered by this lease, and the entire acreage constituting such unit or 
units, as to oil and gas, or either of them, as herein provided, shall be treated for all purposes, except the payment of royalties on production from the pooled unit, as i f the same were included in 
this lease. For the purpose of computing the royalties to which owners of royalties and payments out of production and each of them, shall be entitled on production of oil and gas, or either of 
them, from the pooled unit, there shall be allocated to the land covered by this lease and included in said unit a pro rata portion ofthe oil and gas, or either of them, produced from the pooled unit 
after deducting that used for operations on the pooled units. Such allocation shall be on acreage basis-that is to say, there shall be allocated to the acreage covered by this lease and included in the 
pooled unit that pro rata portion of the oil and gas, or either of them, produced from the pooled unit which the number of surface acres covered by this lease and included in the pooled unit bears to 
the total number of surface acres included in the pooled unit. Royalties hereunder shall be computed on the portion of such production, whether it be oil and gas, or either of them, so allocated to 
the land covered by this lease and included in the unit just as though such production were from such land. The production from an oil well will be considered production from the lease or oil 
pooled unit from which it is producing and not as production from a gas pooled unit; and production from a gas well will be considered as production from the lease or gas pooled unit from which 
it is producing and not from an oil pooled unit. In addition to the foregoing, Lessee at its option is hereby given the right and power from time to time to commit said land or any part or formation 
or mineral substance covered hereby to any cooperative or unit agreement or plan of development and operation, and to any modifications thereof, which have been approved by the New Mexico 
Oil Conservation Commission or other lawful governmental authority. In such event, the royalty payable to Lessor hereunder shall be computed and paid on the basis ofthe oil or gas allocated to 
such land under the terms of any such agreement or plan of operation, which basis shall be the same by which the royalty due the United States or the State of New Mexico is computed and paid. 
This lease shall not expire during the life of such agreement or plan and shall be subject to the terms thereof and said agreement or plan of operation shall be filed with the New Mexico Oil 
Conservation Commission, or other lawful authority, and Lessee shall record in the county in which the leased premises are situated, an instrument describing such agreement or plan of operation 
and reflecting the commitment thereto, and the same may be recorded either before or after the completion of wells. 

5. I f at the expiration of the primary term oil or gas is not being produced on said land, or from land pooled therewith, but Lessee is then engaged in driUing or reworking operations thereon, 
or shall have completed a dry hole thereon within 60 days prior to the end of the primary terms, the lease shall remain in force so long as operations on said well or for drilling or reworking of any 
additional well are prosecuted with no cessation of more than 60 consecutive days, and if they result in the production of oil or gas so long thereafter as oil or gas is produced from said land, or 
from land pooled therewith. If, after the expiration of the primary term of this lease and after oil or gas is produced from said land, or from land pooled therewith, the production thereof should 
cease from any cause, this lease shall not terminate i f Lessee commences operations for drilling or reworking within 60 days after the cessation of such production, but shall remain in force and 
effect so long as such operations are prosecuted with no cessation of more than 60 consecutive days, and i f they result in the production of oil and gas, so long thereafter as oil or gas is produced 
from said land, or from land pooled therewith. Any pooled unit designated by Lessee in accordance with the terms hereof, may be dissolved by Lessee by instrument filed for record in the 
appropriate records of the county in which the leased premises are situated at any time after the completion of a dry hole or the cessation of production on said unit. In the event a well or wells 
producing oil or gas in paying quantities should be brought in on adjacent land and within 660 feet of and draining the lease premises, or land pooled therewith. Lessee agrees to drill such offset 
well or wells as a reasonably prudent operator would drill under the same or similar circumstances. Lessee may at any time execute and deliver to Lessor or place of record a release or releases 
covering any portion or portions ofthe above described premises and thereby surrender this lease as to such portion or portions and be relieved or all obligations as to the acreage surrendered. 

6. Lessee shall have the right at any time during or after the expiration of this lease to remove all property and fixtures placed by Lessee on said land, mcluding the right to draw and remove 
all casing. When required by Lessor, Lessee will bury all pipelines below ordinary plow depth, and no well shall be drilled within two hundred feet of any residence or barn now on said land 
without Lessor's consent. 

7. The rights of either party hereunder may be assigned in whole or in part, and the provisions hereof shall extend to their heirs, successors and assigns but no change or division in ownership 
of the land or royalties, however accomplished, shall operate to enlarge the obligations or diminish the rights of Lessee; and no change or division in such ownership shall be binding on Lessee 
until thirty (30) days after Lessee shall have been furnished by registered U.S. mail at Lessee's principal place of business with a certified copy of recorded instrument or instruments evidencing 
same. In the event of assignment hereof in whole or in part liability for breach of any obligation hereunder shall rest exclusively upon the owner of this lease or of a portion thereof who commits 
such breach. I f six or more parties become entitled to royalty hereunder, Lessee may withhold payment thereof unless and until furnished with a recordable instrument executed by all such parties 
designating an agent to receive payment for all. 

8. The breach by Lessee of any obligation arising hereunder shall not work a forfeiture or termination of this lease nor cause a termination or revision of the estate created hereby nor be 
grounds for cancellation hereof in whole or in pail. In the event Lessor considers that operations are not at any time being conducted in compliance with this lease, Lessor shall notify Lessee in 
writing of the facts relied upon as constituting a breach hereof, and Lessee, i f in default, shall have sixty days after receipt of such notice in which to commence the compliance with the obligations 
imposed by virtue of this instrument. After the discovery of oil or gas in paying quantities on said premises, Lessee shall develop the acreage retained hereunder as a reasonably prudent operator 
but in discharging this obligation it shall in no event by required to drill more than one well per forty (40) acres ofthe area retained hereunder and capable of producing oil in paying quantities and 
one well per 640 acres plus an acreage tolerance not to exceed 10% of640 acres of the area retained hereunder and capable of producing gas in paying quantities. 

9. Lessor hereby ninnrmtn nnrt*»8«ffc>a.riifmia' UictT1*w«gs»iLl lund und agrees that Lessee at its option may discharge any tax, mortgage or other lien upon said land either in whole or in part, 
Wand in event Lessee does so, it shall be subrogated to such lien with the right to enforce same and apply royalties accruing hereunder toward satisfying same Without impairment of Lessee's right 
j under the warranty in event of failure of title, it is agreed that i f Lessor owns an interest in the oil or gas on, in or under said land less than the entire fee simple estate, then the royalties to be paid 
' Lessor shall be reduced proportionately. Should any one or more of the parties named as Lessors fail to execute this lease, it shall nevertheless be binding upon the party or parties executing the 
same. 

10. Should Lessee be prevented from complying with any express or implied covenant of this lease, from conducting drilling or reworking operations thereon or from producing oil or gas 
there from by reason of scarcity of or inability to obtain or to use equipment or material, or by operation of force majeure, any Federal or state law or any order, rule or regulation of governmental 
authority, then while so prevented, Lessee's obligation to comply with such covenant shall be suspended, and Lessee shall not be liable in damages for failure to comply therewith; and this lease 
shall be extended while and so long as Lessee is prevented by any such cause from conducting drilling or reworking operations on or from producing oil or gas from the leased premises; and the 
time while Lessee is so prevented shall not be counted against Lessee, anything in this lease to the contrary notwithstanding. 

i/ A r t i c l e s 11 through 12 of t h i a O i l and Gas Lease are included i n Exhibit A. 
IN WITNESS WHEREOF, this insfimment is aitecut/d onytnedate first above written. 

James M . 
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EXHIBIT A 
Exhibit A to that certain Oil and Gas Lease covering T2SS R26E, Sec 17, NW4NE4, E2E2, Eddy County, 

New Mexico. 

11. Subject to the right of election reserved to Lessor to take its share of production in kind, the royalties 
to be paid by Lessee are twenty-five percent (25%) of eight-eighths (8/8ths) of: (a) the greater ofthe 
market value at the well or the amount realized from the sale of oil and liquid petroleum products 
recovered at the well and (b) the market value of gas produced from the Leased Premises determined as 
follows: (i) at the well for gas sold at the well, (ii) at the point of sale for gas sold or used off the Leased 
Premises or (iii) on gas delivered to a processing plant, the market value at the tailgate of the plant to which 
the gas is delivered, plus the market value of the products recovered when such gas is processed; provided 
that on oil, gas and related hydrocarbons, the royalty shall never be less than twenty-five percent (25%) of 
the gross amount realized by Lessee from such sale. Royalty is to be paid on all payments received by Lessee 
under or as a result of a gas purchase contract, including, but not limited to reservation charges and, subject 
to credit to Lessee when gas for which payment has been made earlier is eventually produced, take-or-pay 
or contract settlement proceeds and amounts paid for gas not taken. Lessee shall have free use of oil and gas 
from said land for operations on the Leased Premises, and the royalty on oil and gas shall be computed after 
deducting any production so used. The royalties payable under this Lease shall be free and clear of costs or 
deductions for exploration, drilling, development, and production, including but not limited to, costs of 
marketing, dehydration, storage, compression, separation by mechanical means and stabilization of the 
hydrocarbons. 

If there is a gas well on the Leased Premises or on land pooled therewith capable of producing in 
paying quantities, but from which gas is not being sold, and in the absence of oil or other production from 
the Leased Premises or on land pooled therewith sufficient to maintain this Lease in full force and effect, 
this Lease shall be extended for a period of ninety (90) days from the date such well is or was shut-in, 
whereupon this Lease shall terminate unless Lessee shall pay to Lessor as royalty, a sum equal to Five 
Dollars ($5.00) per net acre covered by this Lease which payment shall be made to Lessor at P.O. Box 58, 
Abilene, Texas 79604, on or before the ninetieth (90*) day from and after the date on which such well is or 
was shut-in, and annually thereafter a similar payment may be made on or before the anniversary date on 
which such well was shut-in. If such payment, or payments, are timely made, i t shall be considered that gas 
is being produced in paying quantities from the Leased Premises under all the terms and provisions of this 
Lease (but only for so long as the well continues to be capable of producing in paying quantities); however, 
this Lease may not be maintained by shut-in payments more than two (2) (cumulative) years after the end of 
the primary term. Lessee shall be obligated to use diligence to market gas capable of being produced in 
paying quantities from a shut-in well. 

12. Notwithstanding any other provisions hereof at the end of the primary term, all acreage not included 
in a proration unit as designated by the New Mexico Oil Conservation Division and all depths 100 feet 
below the deepest producing horizon shall be automatically eliminated from this Lease and revert to Lessor, 
unless Lessee is drilling a well on the leased premises or on lands pooled therewith, in which event the 
Lease wil l be held in its entirety as long as not more than one hundred twenty (120) days elapse between 
the completion of one well and commencement of another. "Completion" shall be defined as (1) the date 
on which a dry hole is plugged or (2) the date certified to the New Mexico Oil Conservation Division as the 
date a well has been completed as a producing well, whichever be appropriate. "Commencement'' shall be 
defined as the date drilling operations are commenced on the Leased premises or on lands pooled 
therewith. 
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PETROLEUM , 
CORPORATION 

105 South Fourth Street 
Artesia, NM 88210 

505-748-1471 
FAX 505-748-4572 

April 26, 2004 

James M. Alexander 
P. O. Box 58 
Abilene, TX 79604 

Re: Oil & Gas Lease 
Township 25 South. Range 26 East. NMPM 
Section 17: NW/4NE/4, E/2E/2 
Containing 200 acres, more or less 
Eddy County, New Mexico 

Mr. Alexander: 

Thank you for your response to our recent lease renewal offer. At this time, we are not able to accept 
the lease form and terms you provided. Enclosed please find two (2) copies of Oil and Gas Lease 
Form 342P, which we will accept. If the enclosed meets with your approval, please execute the lease 
before a notary public and return to this office. Upon receipt of the properly executed and notarized 
lease, we will issue a direct check to you, per your instructions. 

If you have any questions, please call me at (505) 748-4356. Thank you. 

Very truly yours, 

YATES PETROLEUiyLCORPORATION 
r 

Shirley Pruitt 
Land Technician 

/sp 
Enclosure(s) 
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OIL & GAS LEASE 

THIS AGREEMENT made this 26th day of April. 2004. but effective September 21.2004 between James M. Alexander, dealing in his sole and separate property, as 
LessorWhether one or more), I » 7 W E S PETROLEUM CORPORATION-70%; YATES DRILLING COMPANY-10«/„, ABO PETROLEUM CORPORATION-10% and MYCO 
INDUSTRIES, INC-10%, as Lessee: 

1 Lessor In consideration of TEN AND OTHER DOLLARS in hand paid, receipt of which is here acknowledged, and ofthe royalties herein provided and of the agreements ofthe lessee 
herein contained, hereby grants, leases and lets exclusively unto lessee for the purpose of investigating, exploring, prospecting, drilling, and operating for and producing oil and gas. injecting gas, 
waters, other fluids, and air into subsurface strata laying pipelines, storing oil, building tanks, roadways, telephone lines, and other structures and things thereon to produce, save, take care of, treat, 
process, store and transport said minerals, the following described land in J Eddy County, New Mexico, to-wit: 

Township 25 South. Range 26 East N.M.P.M. 
Section 17: NW/4NE/4, E/2E/2 

Said land is estimated to comprise 200.00 acres, whether it actually comprises more or less. 

2. Subject to the other provisions herein contained, this lease shall remain in force for a term of Three years from this date (called "primary term") and as long thereafter 
as oil or gas is produced from said land or from land with which said land is pooled. 

3. The royalties to be paid by lessee are: (a) on oil, and other liquid hydrocarbons saved at the well, l/4th of that produced and saved from said land, same to be 

delivered at the wells or to the credit of lessor in the pipeline to which the wells may be connected; (b) on gas, including casinghead gas or other gaseous substance 

produced from said land and used off the premises or used in the manufacture of gasoline or other products, the market value at the well of l/4th ofthe gas used, 

provided that on gas sold on or off the premises, the royalties shall be I M i of the amount realized from such sale; (c) and at any time when this lease is 
not validated by other provisions hereof and there is a gas and/or condensate well on said land, or land pooled therewith, but gas or condensate is not being so sold or used and such well is shut m, 
either before or after production therefrom, then on or before 90 days after said well is shut in, and thereafter at annual intervals, lessee may pay or tender an advance shut-in royalty equal to $1.00 
per net acre of lessor's gas acreage then held under this lease by the party making such payment or tender, and so long as said shut-in royalty is paid or tendered, this lease shall not terminate and it 
shall be considered under all clauses hereof that gas is being produced from the leased premises in paying quantities. Each such payment shall be paid or tendered to the patty or parties who at the 
time of such payment would be entitled to receive the royalties which would be paid under this lease if the well were in fact producing. The payment or tender of royalties and shut-in royalties may 
be made by check or draft. Any timely payment or tender of shut-in royalty which is made in a bona fide attempt to make proper payment, but which is erroneous in whole or in part as to parties or 
amounts, shall nevertheless be sufficient to prevent termination of this lease in the same manner as though a proper payment had been made if lessee shall correct such error within 30 days after 
lessee has received written notice thereof by certified mail from the party or parties entitled to receive payment together with such written instruments (or certified copies thereof) as are necessary to 
enable lessee to make proper payment. The amount realized from the sale of gas on or off the premises shall be the price established by the gas sales contract entered into in good faith by lessee and 
gas purchaser for such term and under such conditions as are customary in the industry. "Price" shall mean the net amount received by lessee after giving effect to applicable regulatory orders and 
after application of any applicable price adjustments specified in such contract or regulatory orders. In the event lesaee compresses, treats, purifies, or dehydraton suoh gas (whether on or off the 
leased promises) or transports gao off the leased premises, leasee in computing royalty hereunder may deduct from suoh prioo a reasonable charge for eaoh of suoh functions performed. 

4. This is a paid-up lease and lessee shall not be obligated during the primary term hereof to commence or continue any operations of whatsoever character or to make any payments hereunder 
in order to maintain ihis lease in force during the primary term; however, this provision is not intended to relieve lesee of the obligation to pay royalties on actual production pursuant to the 
provisions or Paragraph 3 hereof. 

5. Lessee is hereby granted the right and power, from time to time, to pool or combine this lease, the land covered by it or any part or horizon thereof with any other land, leases, mineral 
estates or parts thereof for the production of oil or gas. Units pooled hereunder shall not exceed the standard proration unit fixed by law or by the Oil Conservation Division ofthe Energy and 
Minerals Department of the State of New Mexico or by any other lawful authority for the pool or area in which said land is situated, plus a tolerance of ten percent. Lessee shall file written unit 
designations in the county in which the premises are located and such units may be designated from time to time and either before or after the completion of wells. Drilling operations on or 
production from any part of any such unit shall be considered for all purposes, except the payment of royalty, as operations conducted upon or production from the land described in this lease. There 
shall be allocated to the land covered by this lease included in any such unit that portion of the lotal production of pooled minerals from wells in the unit, after deducting any used in lease or unit 
operations, which the net oil or gas acreage in the land covered by this lease included in the unit bears to the total number of surface acres in the unit The production so allocated shall be considered 
for all purposes, including the payment or delivery of royalty, to be the entire production of pooled minerals from the portion of said land covered hereby and included in said unit in the same 
manner as though produced from said land under the terms of this lease. Any pooled unit designated by lessee, as provided herein, may be dissolved by lessee by recording an appropriate instrument 
in the County where the land is situated at any time after the completion of a dry hole or the cessation of production on said unit. 

6. If at the expiration ofthe primary term there is no well upon said land capable of producing oil or gas, but lessee has commenced operations for drilling or reworking thereon, this lease 
shall remain In force so long as operations are prosecuted with no cessation of more than 60 consecutive days, whether such operations be on the same well or on a different or additional well or 
wells, and if they result in the production of oil or gas, so long thereafter as oil or gas is produced from said land. If, after the expiration ofthe primary term, all wells upon said land should become 
incapable of producing for any cause, this lease shall not terminate if lessee commences operations for additional drilling or for reworking within 60 days thereafter. If any drilling, additional 
drilling or reworking operations hereunder result in production, then this lease shall remain in full force so long thereafter as oil or gas is produced hereunder. 

7. Lessee shall have free use of oil, gas and water from said land, except water from lessor's wells and tanks, for all operations hereunder, and the royalty shall be computed after deducting 
any so used. Lessee shall have the right at any time during or after the expiration of tliis lease to remove all property and fixtures placed by lessee on said land, including the right to draw and 
remove all casing. When required by lessor, lessee will bury all pipe lines on cultivated lands below ordinary plow depth, and no well shall be drilled within two hundred feet (200 ft.) of any 
residence or bam now on said land without lessor's consent. Lessor shall have the privilege, at his risk and expense, of using gas from any gas well on said land for stoves and inside lights in the 
principal dwelling thereon, out of any surplus gas not needed for operations hereunder. 

8. The rights of either party hereunder may be assigned in whole or in part and the provisions hereof shall extend to their heirs, executors, administrators, successors and assigns; but no 
change in the ownership ofthe land or in the ownership of, or rights to receive, royalties or shut-in royalties, however accomplished shall operate to enlarge the obligations or diminish the rights of 
lessee: and no such change or division shall be binding upon lessee for any purpose until 30 days after lessee has been furnished by certified mail at lessee's principal place of business with 
acceptable instruments or certified copies thereof constituting the chain of title from the original lessor. If any such change in ownership occurs through the death ofthe owner, lessee may at its 
option, pay or tender any royalties or shut-in royalties in the name of the deceased or to his estate or to his heirs, executor or administrator until such time as lessee has been furnished with evidence 
satisfactory to lessee as to the persons entitled to such sums. An assignment of this lease in whole or in part shall, to the extent of such assignment, relieve and discharge lessee of any obligations 
hereunder and , iflessee or assignee of part or parts hereof shall fail or make default in the payment ofthe proportionate part of royalty or shut-in royalty due from such lessee or assignee or fail to 
comply with any of the provisions of this lease, such default shall not affect this lease insofar as it covers a part of said lands upon which lessee or any assignee thereof shall properly comply or 
make such payments. r ' 

9. Should lessee be prevented from complying with any express or implied covenant of this lease, or from conducting drilling or reworking operations hereunder, or from producing oil or gas 
hereunder by reason of scarcity or inability to obtain or use equipment or material, or by operation of force majeure, or by any Federal or state law or any order, rule or regulation of governmental 
authority, then while so prevented, lessee's duty shall be suspended, and lessee shall not be liable for failure to comply therewith; and this lease shall be extended while and so long as lessee is 
prevented by any such cause from conducting drilling or reworking operations or from producing oil or gas hereunder; and the time while lessee is so prevented shall not be counted against lessee 
anything m this lease to the contrary notwithstanding. ' 

, 1 °; L " f u n o r ° b y w° ry°"'° °» d"S* 6? «° the title to said land and agrees that lessee at is option may discharge any tax, mortgage or other lien upon said land, and in the event lessee 
does so it shall be subrogated to such hen with the right to enforce same and to apply royalties and shut-in royalties payable hereunder toward satisfying same. Without impairment of lessee's rights 
under the warranty, if this lease covers a less interest in the oil or gas in all or any part of said land than the entire and undivided fee simple estate (whether lessor's interest is herein specified or not) 
hen the royalties, shut-m royalty, and other payments, if any, accruing from any part as to which this lease covers less than such full interest, shall be paid only in the proportion which the interest 
S °" y ; C ° V , e r e d » t h * l e a s ! ' b e a r s 1 0 ** w h 0 e a " d """vided fee simple estate therein. Should any one or more of the parties named above as lessors fail fo execute T h " ft ha 
nevertheless be binding upon the party or parties executing the same. ' 

mai. J ' a successors, heirs and assigns, shall have the right at any time to surrender this lease, in whole or in part, to lessor or his heirs, successors and assigns by delivering or 
mailing a release thereof to the lessor, or by placing a release thereof of record m the county in which said land is situated; thereupon lessee shall be relieved from all obligations expressed or 
Sease orr^easeas6reeme " * *° a " d * e s h u t - i n ™ M e h e r e u n t o s M b e re<^ * 'l/proportion ftat the acreage covered h o R n r f S S ^ 

Articles 12, 13 and 14 of this Oil and Gas Lease are attached as Exhibit "A". 

Executed the day and year first above written. 

James M. Alexander 
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Exhibit "A* 

Attached to and made a part of that certain Oil and Gas Lease dated April 26, 2004, by and between James M. Alexander, 
dealing in his sole and separate property, as Lessor, and Yates Petroleum Corporation, Yates Drilling Company, Abo 
Petroleum Corporation and Myco Industries, Inc., as lessee, covering lands in Eddy County, New Mexico. 

12. Notwithstanding anything else to the contrary herein, payment of shut-in gas well royalties will not be permitted to 
maintain this Lease in force for a period greater than two consecutive years beyond the primary term, at which time this 
Lease shall automatically terminate. 

13. Notwithstanding any other provisions hereof, at the end of the primary term, all acreage not included in a proration 
unit as designated by the New Mexico Oil Conservation Division and all depths 100 feet below the deepest producing 
horizon shall be automatically eliminated from this Lease and revert to LESSOR, unless LESSEE is drilling a well on the 
leased premises or on lands pooled therewith, in which event the Lease will be held in its entirety as long as not more than 
one hundred twenty (120) days elapse between the completion of one well and the commencement of another. Completion 
shall be defined as (1) the date on which a dry hole is plugged or (2) the date certified to the New Mexico Oil Conservation 
Division as the date a well has been completed as a producing well, whichever be appropriate. "Commencement" shall be 
defined as the date drilling operations are commenced on the leased premises or on lands pooled therewith. 

14. As an addition to the terms hereof, it is expressly agreed that all royalty to be paid hereunder shall be delivered to 
LESSOR free of all costs of transportation, compression, processing, treatment, purification, dehydration, separation, 
stabilization, manufacturing, measuring or marketing the oil, gas or hydrocarbons covered by this lease. 



M A R T I N Y A T E S , III 
1912 - 1985 

F R A N K W . Y A T E S 
1936-1986 

PETROLEUM 
CDRPDRHTIDN EXECUTIVE VICE PRESIDENT 

CHAIRMAN OF T H E B O A R D 

J O H N A . Y A T E S 
PRESIDENT 

P E Y T O N Y A T E S 

S. P. Y A T E S 

R A N D Y S. P A T T E R S O N 

105 SOUTH FOURTH STREET 

ARTESIA, NEW MEXICO 88210-2118 

TELEPHONE (505) 74s-i47i 

SECRETARY 

D ENNIS G. K I N S E Y 
TREASURER 

September 23, 2004 

Brett Guitar Witherspoon 
P. O. Box 100635 
Fort Worth, TX 76185 

Re: Oil& Gas Lease 
Township 25 South, Range 26 East, NMPM 
Section 17: NW/4NE/4, E/2E/2 
Containing 200 acres, more or less 
Eddy County, New Mexico 

Mr. Witherspoon: 
Pursuant to our telephone conversation of September 3, 2004, Yates Petroleum Corporation 
would like to work with you to compile a lease form acceptable to the Guitar family members and 
our corporation. 

Our objection to the counter-offer of Marilyn Galusha is the one-year shut-in. The current lease 
form provides for a two-year shut-in and amending to one-year is not reasonable. This is a 
wildcat area and there is no existing infrastructure. If we decide to drill, it could easily take over 
one year just to get pipeline in to the area. 

Concerning James Alexander's counter-offer, we have reviewed amended Paragraph 11 to 
Exhibit A and discussed it with the other two departments affected, accounting and marketing. 
The first paragraph in Paragraph 11 appears to be ambiguous and contradictory to other 
paragraphs in the lease. Paragraph 4 allows the same deductions as royalties due the United 
States. However, item 11 also states "royalty shall never be less than twenty-five percent of the 
gross amount realized by Lessee...." The language is confusing and needs clarification. For 
your information, the Yates believe in paying royalty owners on the same basis as they get paid. 
As to the second paragraph of Paragraph 11, we will agree to $5.00 per net acre shut-in. 
However, we will require amending "this Lease may not be maintained by shut-in payments more 
than two (2) (cumulative) years" to consecutive years. Please consider striking the last 
sentence of Item 11. In Item 12, we request amending from "below the deepest producing 
horizon" to "below the deepest depth drilled". We believe it is fair to let us keep all the formations 
we drill and then determine the most viable order to produce the well. 

May we hear from you soon concerning this matter? If you have questions, please call me 
at (505) 748-4356. 

Very truly yours, 
YATES PETROLEUM CORPORATION 

Is 



LNDRO? LEASE RECORD SHEET PAGE 1 
US2R-TAMMYV WS-QPADF-».OO0J 10:52:24 .U98/2002 

9:38:23 3/08/200: 

LEASE NUMBER - NM-000403-002513-D LEASE NAME ALEXANDER, JAMES M. 

431 

PROSPECT 000000 

ACQ CODE 
COUNTY #1 EDD EDDY BOOK.. 
COUNTY #2 BOOK.. 
STATE NM NEW MEXICO 
LEASE DATE 9/21/2001 
EFFECTIVE DATE 9/21/2001 
EXPIRATION DATE 9/20/2004 
PRIMARY TERM 3 YR 
ORIGINAL LESSOR JAMES M. ALEXANDER, 
ORIGINAL LESSEE YPC 
ACQUIRED - HOW 

- FROM 
LESSEE OF RECORD 

ACREAGES LSE GROSS LEASE NET OUR NET 
TOTAL 200.00 4.17 
DEVELOPED 
UNDEVELOPED.. 200.00 4.17 
NO TOTALIZE.. 

ACCT. LEASE 270385-001 

PAGE. 
PAGE. 

974 REC 
REC 

DATE.. 
DATE.. 

10/05/2001 
0/00/0000 

RECORD STATUS... CM COMPLETE LEASE RECORD 
LEASE TYPE X FEE LEASE 
ACQUISITION DATE. 9/21/2001 
LEASE/RENTAL STAT...PDU PAID UP LEASE 
DEALING IN HIS SOLE AND SEPARATE PROPERT 

BONUS PER ACRE... 100.00 
TOTAL BONUS 416.6? 

BASE ACRES 
LESSOR MI 
LESSOR RI 25000000 
TOTAL ORRI 
LEASE NRI 75000000 

LEGAL DESCRIPTION INFORMATION: 

SEQ TWP RNG SEC LOCATION ABSTRACT # LSE GRS LSE NET 
- LEGAL DESCRIPTION 

01 25S 26E 17 200.00 4.17 
NW4NE4, E2E2 

TOTAL ACREAGE 200.00 4.1? 

OWNERSHIP INFORMATION: 

OWNER* WORKING INTEREST OWNER GWI 

5000 ABO PETROLEUM CORPORATION .10000000 
640010 MYCO INDUSTRIES, INC. .10000000 
994100 YATES DRILLING COMPANY .10000000 
999900 YATES PETROLEUM CORPORATION .70000000 

TOTAL INTEREST 1.00000000 

OTHER CO LSE EXPIRED 

? 
SPECIAL FEATURES/WELL CROSS REFERENCE: 

HELD BY PROD. 
HELD BY UNIT. 
SHUT-IN PROV. 
PUGH CLAUSE., 
REASMT OBLIG. 
UNIT CLAUSE., 

2 TWO YR 
P PUGH 

SURFACE DAMAGES. 
MINIMUM ROYALTY. 
RENEWAL OPTION.. 
LESSER INTEREST. 
CONT. DRILLING.. 

POOLING..OIL 
REWORK DAYS 
MULTI-TRACT 
SLIDING ROYALTY. 

GAS 

DELAY RENTAL/SHUT-IN INFORMATION: 

RENTAL PAID BY SHUT-IN PAID BY 
RENTAL PER ACRE SHUT-IN PER ACRE 
RENTAL AMOUNT /TYPE SHUT-IN AMOUNT 
BANK FEE BANK FEE 
TOTAL RENTAL TOTAL SHUT-IN 
COMPANY SHARE COMPANY SHARE 
RENTAL DUE DATE 0/00/0000 SHUT-IN DUE DATE 0/00/0000 
PAYMENT FREQUENCY PAYMENT FREQUENCY 

HBP WELL NAME.. 
MULT/COMB CHECKS 

LEASE NUMBER - NM-000403-002513-D 



PETROLEUM 
CDRPDRRTIDN 

105 South Fourth Street 
Artesia, NM 88210 

November 10, 2004 

Working Interest Owners 
Addressee List At tached 

CERTIFIED MAIL 
RETURN RECEIPT REQUESTED 

RE: Guitar BFL Com #1 well 
TownshiD 25 South, Range 26 East, NMPM 
Section 17: 990' FNL & 1980'FEL 
Eddy County, New Mexico 

Ladies and Gentlemen: 

Yates Petroleum Corporation, as operator, proposes to drill the capt ioned well pursuant to the 
prognosis on the Authority for Expenditure (AFE) and invites you to participate. 

Enclosed, please find two (2) copies of an AFE and one (1) copy of the Joint Operating 
Agreement (JOA) with one (1) additional signature page, covering the N/2 of Section 17. 

If the AFE and JOA meet with your approval, please sign and return one (1) executed copy of 
the AFE and the executed and notarized signature page of the JOA to our office. 

This well is on an accelerated scheduling and we request your immediate attention. 

Should you have any questions, please do not hesitate contacting me at 505-748-4400. 

Thank you. 

Very truly yours, 

YATES PETROLEUM CORPORATION 

Susan Vierra 
Associate Landman 

SV/am 
Enclosure (s) 



GUITAR BFL COM #1 
ADDRESSEE LIST 

Yates Petroleum Corporation, et al 
Attn: Susan Vierra 
105 South Fourth Street 
Artesia, NM 88210 

Murchison Oil & Gas, Inc. ^ 
1100 Mira Vista Blvd. 
Piano, TX 75093-4698 

Anita Grissom Guitar££, 
P.O. box 744 
Abilene, TX 79605 

James M. & Jerri Alexander 
P.O. Box 58 
Abilene, TX 79604 

Martha Jane Alexander Rhodes 
P.O. Box 58 
Abilene, TX 79604 

James Kelly Polk^s^ 
12 Augusta 
Abilene, TX 79604 

Janis Lee Polk Harbour 
4400 Arcady 
Dallas, TX 75202 

Pressley Hudson Guitar 
P.O. box 5383 
Abilene, TX 79608-5383 

Brett Guitar Witherspoon 
P.O. Box 100635 
Fort Worth, TX 76185 

Whitten Guitar Witherspoon 
3833 Arroyo Road 
Fort Worth, TX 76109 

Jeri Alexander Lott 
9102 Vicksburg Ave., #17 
Lubbock, TX 79356 

Ruth Ann Polk Caudle 
5616 Preston Fairway 
Dallas, TX 75252 

Marilyn Guitar Galusha 
P.O. Box 1438 
Abilene, TX 79604 

John Guitar Witherspoon, Jr. 
7404 Lemonwood Drive 
Fort Worth, TX 76133-7012 

Wende Witherspoon Morgan 
1720 Southwicke 
Flower Mound, TX 75022 

Kelly Woods Leach 
312 Greatview Circle 
Birmingham, AL 35226-2320 



1 / 11-8-04 

PETROLEUM. u CORPDRRTIDN 

AUTHORITY FOR EXPENDITURb 
NEW DRILLING, RECOMPLETION & RE-ENTRY 

AFE Type: 

105 SOUTH FOURTH STREET 

ARTESIA, NEWMEXICO88210 
TELEPHONE ( 5 0 5 ) 748-1471 

X New Drilling 
Recompletion 
Re-entry 

Well Objective: Well Type: 
X Oil 
X Gas 

Injector 

X Development 
Exploratory 

AFE: NO. 

AFE DATE 

AFE STATUS: 
Original 
Revised 
Final 
Supplemental 

04-542-0 

10/29/04 
AFEND (rev 6/98) 

LEASE NAME Guitar BFL Com. #1 PROJ'D DEPTH 12,000' 

COUNTY Eddy STATE New Mexico 

FIELD HORIZON Morrow 

LOCATION Section 17 T25S-R26E, 990* N & 1980' E 

DIVISION CODE 
DISTRICT CODE 
BRANCH CODE 

100 DIVISION NAME 
DISTRICT NAME 
BRANCH NAME 

Oil & Gas Division DIVISION CODE 
DISTRICT CODE 
BRANCH CODE 

DIVISION NAME 
DISTRICT NAME 
BRANCH NAME 

DIVISION CODE 
DISTRICT CODE 
BRANCH CODE 

DIVISION NAME 
DISTRICT NAME 
BRANCH NAME 

PROGNOSIS: New well drilled to 12,000' to test all fonnations 

INTANGIBLE DRILLING COSTS: 
920-100 Staking, Permit & Legal Fees 
920-110 Location, Right-of-Way 
920-120 Drilling, Footage 

920-130 Drilling, Daywork & /H®'" """III^'^KXflMIf^X'X*??^?^ * Ĵ K Ît̂ r/ni??*! 
920-140 Drilling Water, Fasline Rental 

920-150 Drilling Mud & Additives Z Z Z Z Z Z Z Z Z Z Z Z Z Z Z Z Z Z Z Z Z Z ! 
920-160 Mud Logging Unit, Sample Bags 
920-170 Cementing - Surface Casing KH?eRj?I t e. l??®? ,l?*e. 
920-180 Drill Stem Testing, OHT Z Z Z Z Z Z Z Z Z Z Z Z Z Z Z Z Z Z Z Z Z Z ! 
920-190 Electric Logs & Tape Copies 
920-200 Tools & Equip. Rntl., Trkg. & Welding~~~~~~~~~~~3ZZZZZZZZZZZZZZZZZZZZZZ" 
920-205 Control of Well-Insurance 
920-210 Supervision & Overhead 
920-230 Coring, Tools & Service 
920-240 Bits, Tool & Supplies Purchase 
920-350 Cementing - Production Casing 
920-410 Completion Unit - Swabbing 
920-420 Water for Completion 
920-430 Mud & Additives for Completion 
920-440 Cementing - Completion 
920-450 Elec. Logs, Testing, Etc. - Completion 
920-460 Tools & Equip. Rental, Etc. - Completion 
920-470 Stimulation for Completion ' ~ " " ] 
920-480 Supervision & O/H - Completion 
920-490 Additional LOC Charges - Completion 
920-510 Bits, Tools & Supplies - Completion Z Z Z Z ! . 
920-500 Contingency for Completion 

TOTAL INTANGIBLE DRILLING COSTS 

TANGIBLE EQUIPMENT COSTS: 

DRY HOLE COMP'D WELL 
3,000 3,000 

35,000 35,000 

647,000 647,000 
35,000 35,000 
45,000 45,000 
30,000 30,000 
75,000 75,000 

60,000 60,000 
125,000 125,000 

5,000 5,000 
50,000 50,000 

80,000 80,000 
40,000 
30,000 
5,000 
1,000 

20,000 
50,000 

100,000 
1,500 

10,000 
1,500 

1,190,000 1,449,000 

930-010 Christmas Tree & Wellhead 5,000 30,000 
930-020 Casing 13 3/8" @ 400' 11,000 11,000 

9 5/8" @ 1,800' 27,000 27,000 
7" ̂  8,600" 108,000 108,000 
41/2" 12,000* 85,500 

930-030 Tubing 2 3/8" @ 11,800" 49,000 
930-040 Packer & Special Equipment 
940-010 Pumping Equipment 
940-020 Storage Facilities 15,000 
940-030 Separation Equip., Flowlines, Misc. 75,000 
940-G40 Trucking & Construction Costs 15,000 

TOTAL TANGIBLE EQUIPMENT COSTS 151,000 415,500 
TOTAL COSTS 1,341,0001 1,864,500 

APPROVAL OF THIS AFE CONSTITUTES APPROVAL OF OPERATOR'S OPTION TO CHARGE THE JOINT ACCOUNT WITH 
TUBULAR GOODS FROM THE OPERATOR'S WAREHOUSE STOCK AT THE RATES STATED ABOVE. 

Prepared By Operations 
SV Jeremiah Mullen Approval 

YATES PETROLEUM CORPORATION 

BY. 
20.551875Z 

YATES DRILLING COMPANY 

B:Y:: 
10.793125% 

ABO PETROLEUM CORPORATION 

mmm^mmyyyyyyyMMM 
r~ 10.793125Z 

MYCO INDUSTRIES. INC. 

•yy^myyyyy^yymm< 

I 10.793125Z 



GUITAR BFL COM #1 
T25S-R26E-SECTION 17 
990" FNL & 1980' FEL 
EDDY COUNTY, NEW MEXICO 

AFE # 04-542-0 
DATE: 11/8/04 
Page 2 

SHARE 

MURCHISON OIL & GAS, INC. 

BY: DATE 

EARL B. GUITAR, SR. & ANITA GRISSOM GUITAR, REVOCABLE LIVING TRUST, 
ANITA GRISSOM GUITAR, SOLE TRUSTEE 

BY: DATE 

JAMES M. ALEXANDER & JERRI ALEXANDER 

BY: DATS 

8Y; DATE 

MARTHA JANE ALEXANDER RHODES 

BY- DATE 

JERI ALEXANDER LOTT 

BY; DATE 

JAMES KELLY POLK 

BY: DATE 

RUTH ANN POLK CAUDLE 

BY: DATE 

JAN IS LEE POLK HARBOUR 

BYi:: DATE: 

MARILYN GUITAR GALUSHA TRUST, MARILYN GUITAR GALUSHA, TRUSTEE 

BY: DATE 

PRESSLEY HUDSON GUITAR 

BY: DATE 

JOHN GUITAR WITHERSPOON, JR. 

BY: re 
BRETT GUITAR WITHERSPOON 

BY; DATE 

WENDE WITHERSPOON MORGAN 

BY: DATE 

WHITTEN GUITAR WITHERSPOON 

DATE 

KELLY WOODS LEACH 
BY: DATE 

37.500000% 

2.343750% 

0.781250% 

0.781250% 

0.781250% 

0.781250% 

0.781250% 

0.781250% 

0.584375% 

0.584375% 

0.293750% 

0.293750% 

0.293750% 

0.293750% 

0.193750% 

TOTAL 100.000000% 



EhEL E^29 TDOO QED5 50LU 

4 

1 E d 

s-i °. 
uS £ O 

m 
rr 
m 
r-
m 
ru 

i HI 
• 

i a 
i a 
! D 
! m 

a 
; ru 
j ru 
a 

, a 
: r-

to f-

it 

a: 
a 

1 1 
D 

s 
O 
CM 

£• a 
5 

CO 
CO 

CO 



M A R T I N Y A T E S , HI 
1912-1985 

F R A N K W. Y A T E S 
1936-1986 

PRESIDENT 

P E Y T O N Y A T E S 
EXECUTIVE VICE PRESIDENT 

R A N D Y G. P A T T E R S O N 

S. P. Y A T E S 
CHAIRMAN OF THE BOARD 

J O H N A . Y A T E S 

SECRETARY 

105 SOUTH FOURTH STREET D EN NIS G. K I N S E Y 
TREASURER 

ARTESIA, N E W MEXICO 8 8 2 1 0 - 2 1 1 8 

TELEPHONE (505) 748-1471 

November 30, 2004 

James M. & Jerri Alexander 
P 0 Box 58 
Abilene, TX 79604 

RE: Guitar BFL Com #1 
Township 25 South. Range 26 East, NMPM 
Section 17: N/2 
Eddy County, New Mexico 

Mr. & Mrs. Alexander: 

I have had several phone calls from many family members concerning either 1) lease options for mineral rights in the 
above captioned acreage or 2) participation in the drilling ofthe Guitar BFL Com # 1 . 

You have been sent an AFE to participate in the drilling of the Guitar well as an unleased mineral owner. Also 
included with the AFE was the operating agreement covering the 320-acre spacing unit in the North Vi of section 17. 

Since the receipt of the AFE and Operating Agreement, I have had several phone calls to discuss the possibility to 
lease your minerals rather than taking a working interest in this well. The renewal period has expired for your 
previous leases; therefore all previous negotiations are off the table. 

Enclosed please find Yates Petroleum Corporation standard three (3) year paid up lease form, containing a 1A royalty 
for your net mineral acre interest. Should you elect to execute this lease, as is, you will receive the $100.00 per net 
acre bonus upon our receipt. The terms and conditions of the lease are not negotiable, as Yates Petroleum 
Corporation will be proceeding with the drilling ofthe Guitar well immediately. 

Please return either the executed lease form, as is, or the executed AFE and Operating Agreement at your earliest 
convenience, as to avoid a force-pooling situation. 

Should you have any questions, I can be reached at 505-748-4400. 

Thank you for your consideration. 

Very truly yours, 

YATES PETROLEUM CORPORATION 

Susan Vierra 
Associate Landman 

/sv 
Enclosure(s) 
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(THREE Y E A R PAID UP L E A S E ) 
O I L AND GAS L E A S E 

Form 345 

Hall-Poorbaugh Press, Inc. 

Roswell, New Mexico 

THIS AGREEMENT made this 30tis day of November. 2004, and Effective November 30, 2004, between James M . and Jerri Alexander, husband and wife , as 

Lessor (whether one or more), and YATES PETROLEUM CORPORATION-70%; YATES DRILLING COMPANY-10%, ABO PETROLEUM CORPORATION-10% AND SHARBRO 

OIL LIMITED COMPANY-10%, as Lessee, WITNESSETH: 

1. Lessors in consideration of Ten and No/100 Dollars ($ 10.00 ) in 

hand paid, of the royalties herein provided and of the agreements of Lessee herein contained, hereby grants, leases and lets exclusively unto Lessee for the purpose of investigating, exploring, 

prospecting, drilling and mining for and producing oil and gas, laying pipe lines, building roads, tanks, power stations, telephone lines and other structures thereon and on, over and across lands owned 

or claimed by Lessor adjacent and contiguous thereto, to produce, save, take care of, treat, transport, and own said products, and housing its employees, the following described land in 

Eddy County, New Mexico to-wit: 

TownshiD 25 South. Range 26 East NMPM 
Section 17: NW74NE/4, E/2E/2 
Containing 200.00 acres, more or less 

2. Without reference to the commencement, prosecution or cessation at any time of drilling or other development operations and/or to the discovery, development or cessation at any time of 
production of oil or gas and without further payments than the royalties herein provided, and notwithstanding anything else herein contained to the contrary, this lease shall be for a term of three years 
from this date (called "primary term") and as long thereafter as oil or gas is produced from said land or land with which said land is pooled hereunder. 

3. The royalties to be paid by Lessee are: (a) on oil, 1/4 of that produced and saved from said land, the same to be delivered at the wells or to the credit of Lessor into the pipe line to which the 
wells may be connected; Lessee may from time to time purchase any royalty oil in its possession, paying the market price therefore prevailing for the field where produced on the date of purchase; (b) 
on gas, including casing head gas or other gaseous substance, produced from said land, and sold, or used off the premises or for the extraction of gasoline or other product there from, the market value 
at the well of 1/4 of the gas so sold or used, provided that on gas sold at the wells the royalty shall be 1/4 of the amount realized from such sale; while there is a gas well on this lease or on 
acreage pooled therewith but gas is not being sold or used, Lessee may pay or tender as royalty, on or before ninety (90) days after the date on which said well is shut in and thereafter at annual 
intervals the sum of $1.00 per acre, and if such payment is made or tendered, this lease shall not terminate and it will be considered that gas is being produced from tbis lease in paying quantities. 
Payment or tender of said shut-in gas royally may be made by check or draft of Lessee mailed or delivered to the parties entitled thereto on or before the date said payment is due. Lessee shall have 
free use of oil, gas, coal and water from said land, except water from Lessor's wells, for all operations hereunder, and the royalty on oil and gas shall be computed after deducting any so used. 

4. Lessee, at its option, is hereby given the right and power to pool or combine the acreage covered by this lease, or any portion thereof as to oil and gas, or either of them, with other land, lease 
or leases in the immediate vicinity thereof to the extent, hereinafter stipulated, when in Lessee's judgment it is necessary or advisable to do so in order properly to explore, or to develop and operate 
said leased premises in compliance with the spacing rules of the New Mexico Oil Conservation Commission, or other lawful authority or when to do so would, in the judgment of Lessee, promote the 
conservation of oil and gas in and under and that may be produced from said premises. Units pooled for oil hereunder shall not substantially exceed 40 acres each in area, and units pooled for gas 
hereunder shall not substantially exceed in area 640 acres each plus a tolerance of 10% thereof, provided that should governmental authority having jurisdiction prescribe or permit the creation of units 
larger than those specified, units thereafter created may conform substantially in size with those prescribed by governmental regulations. Lessee under the provisions hereof may pool or combine 
acreage covered by this lease, or any portion thereof as above provided as to oil in any one or more strata and as to gas in any one or more strata. The units formed by pooling as to any stratum or 
strata need not conform in size or area with the unit or units into which the lease is pooled or combined as to any other stratum or strata, and oil units need not conform as to area with gas units. The 
pooling in one or more instances shall not exhaust the rights ofthe Lessee hereunder to pool this lease or portions thereof into other units. Lessee shall file for record in the appropriate records ofthe 
county in which the leased premises are situated an instrument describing and designating the pooled acreage as a pooled unit. Lessee may at its election exercise its pooling option after commencing 
operations for or completing an oil or gas well on the leased premises, and the pooled unit may include, but it is not required to include, land or leases upon which a well capable of producing oil or gas 
in paying quantities has theretofore been completed or upon which operations for the drilling of a well for oil or gas have theretofore been commenced. Operations for drilling on or production of oil or 
gas from any part of the pooled unit which includes all or a portion of the land covered by this lease regardless of whether such operations for drilling were commenced or such production was secured 
before or after the execution of this instrument or the instrument designating the pooled unit, shall be considered as operations for drilling on or production of oil and gas from land covered by this lease 
whether or not the well or wells be located on the premises covered by this lease, and the entire acreage constituting such unit or units, as to oil and gas, or either of them, as herein provided, shall be 
treated for all purposes, except the payment of royalties on production from the pooled unit, as if the same were included in this lease. For the purpose of computing the royalties to which owners of 
royalties and payments out of production and each of them, shall be entitled on production of oil and gas, or either of them, from the pooled unit, there shall be allocated to the land covered by this 
lease and included in said unit a pro rata portion of the oil and gas, or either of them, produced from the pooled unit after deducting that used for operations on the pooled units. Such allocation shall be 
on acreage basis-that is to say, there shall be allocated to the acreage covered by this lease and included in the pooled unit that pro rata portion ofthe oil and gas, or either of them, produced from the 
pooled unit which the number of surface acres covered by this lease and included in the pooled unit bears to the total number of surface acres included in the pooled unit. Royalties hereunder shall be 
computed on the portion of such production, whether it be oil and gas, or either of them, so allocated to the land covered by this lease and included in the unit just as though such production were from 
such land. The production from an oil well will be considered production from the lease or oil pooled unit from which it is producing and not as production from a gas pooled unit; and production from 
a gas well will be considered as production from the lease or gas pooled unit from which it is producing and not from an oil pooled unit In addition to the foregoing, Lessee at its option is hereby given 
the right and power from time to time to commit said land or any part or formation or mineral substance covered hereby to any cooperative or unit agreement or plan of development and operation, and 
to any modifications thereof, which have been approved by the New Mexico Oil Conservation Commission or other lawful governmental authority. In such event the royalty payable to Lessor 
hereunder shall be computed and paid on the basis of the oil or gas allocated to such land under the terms of any such agreement or plan of operation, which basis shall be the same by which the 
royalty due the United States or the State of New Mexico is computed and paid. This lease shall not expire during the life of such agreement or plan and shall be subject to the terms thereof and said 
agreement or plan of operation shall be filed with the New Mexico Oil Conservation Commission, or other lawful authority, and Lessee shall record in the county in which the leased premises are 
situated, an instrument describing such agreement or plan of operation and reflecting the commitment thereto, and the same may be recorded either before or after the completion of wells. 

5. I f at the expiration ofthe primary term oil or gas is not being produced on said land, or from land pooled therewith, but Lessee is then engaged in drilling or reworking operations thereon, or 
shall have completed a dry hole thereon within 60 days prior to the end of the primary terms, the lease shall remain in force so long as operations on said well or for drilling or reworking of any 
additional well are prosecuted with no cessation of more than 60 consecutive days, and if they result in the production of oil or gas so long thereafter as oil or gas is produced from said land, or from 
land pooled therewith. 15 after the expiration of the primary term of this lease and after oil or gas is produced from said land, or from land pooled therewith, the production thereof should cease from 
any cause, this lease shall not terminate i f Lessee commences operations for drilling or reworking within 60 days after the cessation of such production, but shall remain in force and effect so long as 
such operations are prosecuted with no cessation of more than 60 consecutive days, and if they result in the production of oil and gas, so long thereafter as oil or gas is produced from said land, or from 
land pooled therewith. Any pooled unit designated by Lessee in accordance with the terms hereof, may be dissolved by Lessee by instrument filed for record in the appropriate records ofthe county in 
which the leased premises are situated at any time after the completion of a dry hole or the cessation of production on said unit. In the event a well or wells producing oil or gas in paying quantities 
should be brought in on adjacent land and within 660 feet of and draining the lease premises, or land pooled therewith. Lessee agrees to drill such offset well or wells as a reasonably prudent operator 
would drill under the same or similar circumstances. Lessee may at any time execute and deliver to Lessor or place of record a release or releases covering any portion or portions of the above 
described premises and thereby surrender this lease as to such portion or portions and be relieved or all obligations as to the acreage surrendered. 

6. Lessee shall have the right at any time during or after the expiration of this lease to remove all property and fixtures placed by Lessee on said land, including the right to draw and remove all 
casing. When required by Lessor, Lessee will bury all pipelines below ordinary plow depth, and no well shall be drilled within two hundred feet of any residence or bam now on said land without 
Lessor's consent 

7. The rights of either party hereunder may be assigned in whole or in part, and the provisions hereof shall extend to their heirs, successors and assigns but no change or division in ownership of 
the land or royalties, however accomplished, shall operate to enlarge the obligations or diminish the rights of Lessee; and no change or division in such ownership shall be binding on Lessee until thirty 
(30) days after Lessee shall have been furnished by registered U.S. mail at Lessee's principal place of business with a certified copy of recorded instrument or instruments evidencing same. In the event 
of assignment hereof in whole or in part hability for breach of any obligation hereunder shall rest exclusively upon the owner of this lease or of a portion thereof who commits such breach. I f six or 
more parties become entitled to royalty hereunder, Lessee may withhold payment thereof unless and until furnished with a recordable instrument executed by all such parties designating an agent to 
receive payment for all. 

8. The breach by Lessee of any obligation arising hereunder shall not work a forfeiture or termination of this lease nor cause a termination or revision ofthe estate created hereby nor be grounds 
for cancellation hereof in whole or in part. In the event Lessor considers that operations are not at any time being conducted in compliance with this lease, Lessor shall notify Lessee in writing of the 
facts relied upon as constituting a breach hereof, and Lessee, i f in default shall have sixty days after receipt of such notice in which to commence the compliance with the obligations imposed by virtue 
of this instrument. After the discovery of oil or gas in paying quantities on said premises, Lessee shall develop the acreage retained hereunder as a reasonably prudent operator but in discharging this 
obligation it shall in no event by required to drill more than one well per forty (40) acres ofthe area retained hereunder and capable of producing oil in paying quantities and one well per 640 acres plus 
an acreage tolerance not to exceed 10% of 640 acres of the area retained hereunder and capable of producing gas in paying quantities. 

9. Lessor hereby warrants and agrees to defend the title to said land and agrees that Lessee at its option may discharge any tax, mortgage or other lien upon said land either in whole or in part, and 
in event Lessee does so, it shall be subrogated to such lien with the right to enforce same and apply royalties accruing hereunder toward satisfying same Without impairment of Lessee's right under the 
warranty in event of failure of title, it is agreed that i f Lessor owns an interest in the od or gas on, in or under said land less than the entire fee simple estate, then the royalties to be paid Lessor shall be 
reduced proportionately. Should any one or more of the parties named as Lessors fail to execute this lease, it shall nevertheless be binding upon the party or parties executing the same. 

10. Should Lessee be prevented from complying with any express or implied covenant of this lease, from conducting driUing or reworking operations thereon or from producing oil or gas there 
from by reason of scarcity of or inability to obtain or to use equipment or material, or by operation offeree majeure, any Federal or state law or any order, rule or regulation of governmental authority 
then while so prevented, Lessee's obligation to comply with such covenant shall be suspended, and Lessee shall not be liable in damages for failure to comply therewith; and this lease shall be 
extended while and so long as Lessee is prevented by any such cause from conducting drilling or reworking operations on or from producing oil or gas from the leased premises; and the time while 
Lessee is so prevented shall not be counted against Lessee, anything in this lease to the contrary notwithstanding. 

IN WITNESS WHEREOF, this instrument is executed on the date first above written. 

James M. Alexander Jerri Alexander 



INDIVIDUAL ACKNOWLEDGMENT 

STATE OF ) 

)ss 
COUNTY OF ) 

This instrument was acknowledged before me this day of , 2004, 

by James M. and Jerri Alexander 

My commission expires 

Notary Public 

ACKNOWLEDGMENT 

STATE OF ) 

)ss. 

COUNTY OF ) 

This instrument was acknowledged before me this day of 2004. 

by as 

for 

My commission expires 

Notary Public 

INDIVIDUAL ACKNOWLEDGMENT 

STATE OF ) 

)ss. 
COUNTY OF ) 

This instrument was acknowledged before me this day of 2004, 

By 

My commission expires 

Notary Public 
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Guitar BFL Com #1 
Township 25 South, Range 26 East, NMPM 
Section 17: N/2 
Eddy County, New Mexico 

Mineral Owner: 

Net Acres in N/2 Spacing Unit 2.5 
Percent Working Interest in Unit 0.781250% 
Previous Lease dated: 9/21/01 
Expiration: 9/20/04 

Lease Renewal and Correspondence Timeline 

Martha Janes Rhodes 
P O Box 58 
Abilene, TX 79604 

2/13/04 Offer letter sent to renew previous lease: 
Terms: 3-year term 

$100.00 bonus/acre 
1/4 royalty 

2/26/04 Letter of acceptance received as per terms offered. 

2/27/04 Lease documents & bank draft sent as per terms accepted in offer letter 

4/28/04 Received signed lease, containing several modifications not acceptable 
to Yates management. 

4/29/04 Responded with cover letter not accepting modified lease. Sent a 

compromise lease form, acceptable to Yates management. 

9/21/04 No response from Ms. Rhodes - lease expired. 

11/10/04 Sent AFE to participate in the drilling of the Guitar BFL Com #1. 

11 /12/04 Received certified receipt of sent AFE. 

11/30/04 Final offer sent: 
Option 1: Sign AFE to participate in drilling of well 
Option 2: Enclosed Yates lease form (no modifications) 

3-year term 
$100.00 bonus/acre 
1/4 royalty 

12/6/04 Received certified receipt of Final offer letter. 

BEFORE THE OIL CONSERVAITON DIVISION 
Santa Fe, New Mexico 

Case No. 13398 Exhibit 3-B 
Submitted by: 

Yates Petroleum Corporation 
Hearing Date: January 6. 2005 



PETROLEUM 
CDRPDRHTIDN 

2 6 2004 

Martha Jane Rhodes 
P. O. Box 58 
Abilene, TX 79604 

105 South Fourth Street 
Artesia, NM 88210 

505-748-1471 
FAX 505-748-4572 

FEB 1 6 200% 

February 13, 2004 

Ms. Rhodes: 

RE: Oil & Gas Lease 
Township 25 South, Range 26 East, NMPM 
Section 17: NW/4NE/4, E/2E/2 
Eddy County, New Mexico 

Yates Petroleum Corporation would like to extend an offer to re-new your lease in the captioned acreage, 
subject to the following terms: 

1. A Paid-up Three (3) Year Oil and Gas Lease; 

2. A bonus consideration of $100.00 per acre for the 4.1667 net mineral acres; 

3. A royalty reservation of 1/4th of 8/8ths on all oil and gas produced from the leased lands; 

4. Offer will expire at office closing on March 15, 2004. 

5. Title acceptable to Yates Petroleum Corporation. 

If the above meets with your approval, please execute below and return to this office at your earliest 
convenience. If you have any questions regarding this matter, please call me at (505) 748-4356. 

Thank you. 
Very truly yours, 
Yates Petroleum Corporation 

Shirley Pruitt 
Land Technician 

/sp 

AGREED and ACCEPTED this ^ 3 day of. ,2004 

Martha Jane Rhodes 



PETROLEUM 
CORPORATION 

105 South Fourth Street 
Artesia, NM 88210 

505-748-1471 
FAX 505-748-4572 

February 27, 2004 

Martha Jane Rhodes 
P. O. Box 58 
Abilene, TX 79604 

Re: Oil & Gas Lease 
Township 25 South. Range 26 East. NMPM 
Section 17: NW/4NE/4, E/2E/2 
Eddy County, New Mexico 

Ms. Rhodes: 

Enclosed are two (2) copies of our Paid-up Oil and Gas Lease, three (3) year term, providing for a 1/4 
royalty, covering your interest in the captioned lands. Also enclosed is one (1) draft in the amount of 
$416.67 which is full bonus consideration of $100.00 per acre for your 4.1667 net mineral acre 
interest. 

If the above meets with your approval, please execute the Oil and Gas Lease before a Notary Public. 
Also endorse the draft and send it for collection through your bank, together with the lease to the 
address below: 

Or you may void the draft and send the executed and notarized lease, with the voided draft, 
directly back to me at the Yates Petroleum Corporation address and I will return to you a direct 
check. 

If you have any questions, please call me at (505) 748-4356. Thank you. 

First National Bank of Artesia 
P O Drawer AA 
Artesia, New Mexico 88210 
Attention: Collection Department 

Very truly yours, 

/sp 
Enclosure(s) 
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Form 345 
Hall-Poorbaugh Press, Inc. 

Roswell, New Mexico 

THIS AGREEMENT made this . 23rd day of February 2004, but Effective September 21, 2004, between Martha Jane Rhodes, dealing in her sole 

and separate property, as Lessor (whether one or more), and YATES PETROLEUM CORPORATION-70%; YATES DRILLING COMPANY-10%, ABO PETROLEUM 

CORPORATION-10% AND MYCO INDUSTRIES, ING-10%, as Lessee, WITNESSETH: 

1. Lessors in consideration of Ten and No/100 Dollars ($ 10.0Q 
) in hand paid, ofthe royalties herein provided and of the agreements of Lessee herein contained, hereby grants, leases and lets exclusively unto Lessee for the purpose of investigating, 

exploring, prospecting, driUing and mining for and producing oil and gas, laying pipe lines, building roads, tanks, power stations, telephone lines and other structures thereon and on, over and 
across lands owned or claimed by Lessor adjacent and contiguous thereto, to produce, save, take care of, treat, transport, and own said products, and housing its employees, the following described 
land in Eddy County, New Mexico to-wit: 

Township 25 South. Range 26 East. NMPM 
Section 17: NW/4NE/4, E/2E/2 

2. Without reference to the commencement, prosecution or cessation at any time of drilling or other development operations and/or to the discovery, development or cessation at any time of 
production of oil or gas and without further payments than the royalties herein provided, and notwithstanding anything else herein contained to the contrary, this lease shall be for a term of three 
years from this date (called "primary term") and as long thereafter as oil or gas is produced from said land or land with which said land is pooled hereunder. 

. . . ^ 
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4. Lessee, at its option, is hereby given the right and power to pool or combine the acreage covered by this lease, or any portion thereof as to oil and gas, or either of them, with other land, 
lease or leases in the immediate vicinity thereof to the extent, hereinafter stipulated, when in Lessee's judgment it is necessary or advisable to do so in order properly to explore, or to develop and 
operate said leased premises in compliance with the spacing rules of the New Mexico Oil Conservation Commission, or other lawful authority or when to do so would, in the judgment of Lessee, 
promote the conservation of oil and gas in and under and that may be produced from said premises. Units pooled for oil hereunder shall not substantially exceed 40 acres each in area, and units 
pooled for gas hereunder shall not substantially exceed in area 640 acres each plus a tolerance of 10% thereof, provided that should governmental authority having jurisdiction prescribe or permit 
the creation of units larger than those specified, units thereafter created may conform substantially in size with those prescribed by governmental regulations. Lessee under the provisions hereof 
may pool or combine acreage covered by this lease, or any portion thereof as above provided as to oil in any one or more strata and as to gas in any one or more strata. The units formed by pooling 
as to any stratum or strata need not conform in size or area with the unit or units into which the lease is pooled or combined as to any other stratum or strata, and oil units need not conform as to 
area with gas units. The pooling in one or more instances shall not exhaust the rights of the Lessee hereunder to pool this lease or portions thereof into other units. Lessee shall file for record in the 
appropriate records of the county in which the leased premises are situated an instrument describing and designating the pooled acreage as a pooled unit. Lessee may at its election exercise its 
pooling option after commencing operations for or completing an oil or gas well on the leased premises, and the pooled unit may include, but it is not required to include, land or leases upon which 
a well capable of producing oil or gas in paying quantities has theretofore been completed or upon which operations for the drilling of a well for oil or gas have theretofore been commenced. 
Operations for drilling on or production of oil or gas from any part ofthe pooled unit which includes all or a portion ofthe land covered by this lease regardless of whether such operations for 
drilling were commenced or such production was secured before or after the execution of this instrument or the instrument designating the pooled unit, shall be considered as operations for drilling 
on or production of oil and gas from land covered by this lease whether or not the well or wells be located on the premises covered by this lease, and the entire acreage constituting such unit or 
units, as to oil and gas, or either of them, as herein provided, shall be treated for all purposes, except the payment of royalties on production from the pooled unit, as if the same were included in 
this lease. For the purpose of computing the royalties to which owners of royalties and payments out of production and each of them, shall be entitled on production of oil and gas, or either of 
them, from the pooled unit, there shall be allocated to the land covered by this lease and included in said unit a pro rata portion of the oil and gas, or either of them, produced from the pooled unit 
after deducting that used for operations on the pooled units. Such allocation shall be on acreage basis-that is to say, there shall be allocated to the acreage covered by this lease and included in the 
pooled unit that pro rata portion of the oil and gas, or either of them, produced from the pooled unit which the number of surface acres covered by this lease and included in the pooled unit bears to 
the total number of surface acres included in the pooled unit. Royalties hereunder shall be computed on the portion of such production, whether it be oil and gas, or either of them, so allocated to 
the land covered by this lease and included in the unit just as though such production were from such land. The production from an oil well will be considered production from the lease or oil 
pooled unit from which it is producing and not as production from a gas pooled unit; and production from a gas well will be considered as production from the lease or gas pooled unit from which 
it is producing and not from an oil pooled unit. In addition to the foregoing. Lessee at its option is hereby given the right and power from time to time to commit said land or any part or formation 
or mineral substance covered hereby to any cooperative or unit agreement or plan of development and operation, and to any modifications thereof, which have been approved by the New Mexico 
Oil Conservation Commission or other lawful governmental authority. In such event, the royalty payable to Lessor hereunder shall be computed and paid on the basis ofthe oil or gas allocated to 
such land under the terms of any such agreement or plan of operation, which basis shall be the same by which the royalty due the United States or the State of New Mexico is computed and paid. 
This lease shall not expire during the life of such agreement or plan and shall be subject to the terms thereof and said agreement or plan of operation shall be filed with the New Mexico Oil 
Conservation Commission, or other lawful authority, and Lessee shall record in the county in which the leased premises are situated, an instrument describing such agreement or plan of operation 
and reflecting the commitment thereto, and the same may be recorded either before or after the completion of wells. 

5. If at the expiration of the primary term oil or gas is not being produced on said land, or from land pooled therewith, but Lessee is then engaged in drilling or reworking operations thereon, 
or shall have completed a dry hole thereon within 60 days prior to the end of the primary terms, the lease shall remain in force so long as operations on said well or for drilling or reworking of any 
additional well are prosecuted with no cessation of more than 60 consecutive days, and if they result in the production of oil or gas so long thereafter as oil or gas is produced from said land, or 
from land pooled therewith. If, after the expiration of the primary term of this lease and after oil or gas is produced from said land, or from land pooled therewith, the production thereof should 
cease from any cause, this lease shall not terminate if Lessee commences operations for drilling or reworking within 60 days after the cessation of such production, but shall remain in force and 
effect so long as such operations are prosecuted with no cessation of more than 60 consecutive days, and if they result in the production of oil and gas, so long thereafter as oil or gas is produced 
from said land, or from land pooled therewith. Any pooled unit designated by Lessee in accordance with the terms hereof, may be dissolved by Lessee by instrument filed for record in the 
appropriate records of the county in which the leased premises are situated at any time after the completion of a dry hole or the cessation of production on said unit. In the event a well or wells 
producing oil or gas in paying quantities should be brought in on adjacent land and within 660 feet of and draining the lease premises, or land pooled therewith. Lessee agrees to drill such offset 
well or wells as a reasonably prudent operator would drill under the same or similar circumstances. Lessee may at any time execute and deliver to Lessor or place of record a release or releases 
covering any portion or portions ofthe above described premises and thereby surrender this lease as to such portion or portions and be relieved or all obligations as to the acreage surrendered. 

6. Lessee shall have the right at any time during or after the expiration of this lease to remove all property and fixtures placed by Lessee on said land, including the right to draw and remove 
all casing. When required by Lessor, Lessee will bury all pipelines below ordinary plow depth, and no well shall be drilled within two hundred feet of any residence or barn now on said land 
without Lessor's consent 

7. The rights of either party hereunder may be assigned in whole or in part, and the provisions hereof shall extend to their heirs, successors and assigns but no change or division in ownership 
of the land or royalties, however accomplished, shall operate to enlarge the obligations or diminish the rights of Lessee; and no change or division in such ownership shall be binding on Lessee 
until thirty (30) days after Lessee shall have been furnished by registered U.S. mail at Lessee's principal place of business with a certified copy of recorded instrument or instruments evidencing 
same. In the event of assignment hereof in whole or in part liability for breach of any obligation hereunder shall rest exclusively upon Ute owner of this lease or of a portion thereof who commits 
such breach. If six or more parties become entitled to royalty hereunder, Lessee may withhold payment thereof unless and until furnished with a recordable instrument executed by all such parties 
designating an agent to receive payment for all. 

8. The breach by Lessee of any obligation arising hereunder shall not work a forfeiture or termination of this lease nor cause a termination or revision of the estate created hereby nor be 
grounds for cancellation hereof in whole or in part. In the event Lessor considers that operations are not at any time being conducted in compliance with this lease, Lessor shall notify Lessee in 
writing ofthe facts relied upon as constituting a breach hereof, and Lessee, if in default, shall have sixty days after receipt of such notice in which to commence the compliance with the obligations 
imposed by virtue of this instrument After the discovery of oil or gas in paying quantities on said premises, Lessee shall develop the acreage retained hereunder as a reasonably prudent operator 
but in discharging this obligation it shall in no event by required to drill more than one well per forty (40) acres ofthe area retained hereunder and capable of producing oil in paying quantities and 
one well per 640 acres plus an ĉreagejolerance not to exceed 10% of640 acres ofthe area retained hereunder and capable of producing gas in paying quantities. 

9. Lessor hereby TOMIIII and uyg) teHilftnd UMliflo te aaid land und agrees that Lessee at its option may discharge any tax, mortgage or other lien upon said land either in whole or in part, 
and in event Lessee does so, it shall be subrogated to such lien with the right to enforce same and apply royalties accruing hereunder toward satisfying same Without impairment of Lessee's right 
under the warranty in event of failure of tide, it is agreed that if Lessor owns an interest in the oil or gas on, in or under said land less than the entire fee simple estate, then the royalties to be paid 
Lessor shall be reduced proportionately. Should any one or more ofthe parties named as Lessors fail to execute this lease, it shall nevertheless be binding upon the party or parties executing the 

10. Should Lessee be prevented from complying with any express or implied covenant of this lease, from conducting drilling or reworking operations thereon or from producing oil or gas 
there from by reason of scarcity of or inability to obtain or to use equipment or material, or by operation of force majeure, any Federal or state law or any order, rule or regulation of governmental 
authority, then while so prevented, Lessee's obligation to comply with such covenant shall be suspended, and Lessee shall not be liable in damages for failure to comply therewith- and this lease 
shall be extended while and so long as Lessee is prevented by any such cause from conducting drilling or reworking operations on or from producing oil or gas from the leased premises; and the 
time while Lessee is so prevented shall not be counted against Lessee, anything in this lease to the contrary notwithstanding. 

IN WITNESS WHEREOF, this instrument is executed on the date first above written. 

Martha Jane Rhodes 
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E X H I B I T A 

Exhibit A to that certain Oil and Gas Lease covering T25S R26E, Sec 17, NW4NE4, E2E2, Eddy County, 

New Mexico. 

11. Subject to the right of election reserved to Lessor to take its share of production in kind, the royalties 
to be paid by Lessee are twenty-five percent (25%) of eight-eighths (8/8ths) of: (a) the greater of the 
market value at the well or the amount realized from the sale of oil and liquid petroleum products 
recovered at the well and (b) the market value of gas produced from the Leased Premises determined as 
follows: (i) at the well for gas sold at the well, (ii) at the point of sale for gas sold or used off the Leased 
Premises or (iii) on gas delivered to a processing plant, the market value at the tailgate ofthe plant to which 
the gas is delivered, plus the market value of the products recovered when such gas is processed; provided 
that on oil, gas and related hydrocarbons, the royalty shall never be less than twenty-five percent (25%) of 
the gross amount realized by Lessee from such sale. Royalty is to be paid on all payments received by Lessee 
under or as a result of a gas purchase contract, including, but not limited to reservation charges and, subject 
to credit to Lessee when gas for which payment has been made earlier is eventually produced, take-or-pay 
or contract settlement proceeds and amounts paid for gas not taken. Lessee shall have free use of oil and gas 
from said land for operations on the Leased Premises, and the royalty on oil and gas shall be computed after 
deducting any production so used. The royalties payable under tbis Lease shall be free and clear of costs or 
deductions for exploration, drilling, development, and production, including but not limited to, costs of 
marketing, dehydration, storage, compression, separation by mechanical means and stabilization of the 
hydrocarbons. 

If there is a gas well on the Leased Premises or on land pooled therewith capable of producing in 
paying quantities, but from which gas is not being sold, and in the absence of oil or other production from 
the Leased Premises or on land pooled therewith sufficient to maintain this Lease in ful l force and effect, 
this Lease shall be extended for a period of ninety (90) days from the date such well is or was shut-in, 
whereupon this Lease shall terminate unless Lessee shall pay to Lessor as royalty, a sum equal to Five 
Dollars ($5.00) per net acre covered by this Lease, which payment shall be made to Lessor at P.O. Box 58, 
Abilene, Texas 79604, on or before the ninetieth (90 t h) day from and after the date on which such well is or 
was shut-in, and annually thereafter a similar payment may be made on or before the anniversary date on 
which such well was shut-in. If such payment, or payments, are timely made, it shall be considered that gas 
is being produced in paying quantities from the Leased Premises under all the terms and provisions of this 
Lease (but only for so long as the well continues to be capable of producing in paying quantities); however, 
this Lease may not be maintained by shut-in payments more than two (2) (cumulative) years after the end of 
the primary term. Lessee shall be obligated to use diligence to market gas capable of being produced in 
paying quantities from a shut-in well. 

12. Notwithstanding any other provisions hereof at the end of the primary term, all acreage not included 
in a proration unit as designated by the New Mexico Oil Conservation Division and all depths 100 feet 
below the deepest producing horizon shall be automatically eliminated from this Lease and revert to Lessor, 
unless Lessee is drilling a well on the leased premises or on lands pooled therewith, in which event the 
Lease wil l be held in its entirety as long as not more than one hundred twenty (120) days elapse between 
the completion of one well and commencement of another. "Completion" shall be denned as (1) the date 
on which a dry hole is plugged or (2) the date certified to the New Mexico Oil Conservation Division as the 
date a well has been completed as a producing well, whichever be appropriate. "Commencement'' shall be 
defined as the date drilling operations are commenced on the Leased premises or on lands pooled 
therewith. 
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Thirty (30) Banking Days From Sight Sub 
To Approval Of Title With Lease Attache " 

ARTESIA\NEW MEXICO 

PAY TO THE ^ 
ORDER OF 
J > f e l f e 3 jane^hoa^^ 

»! Four Hundred Sixteen a n ^ 7 / t / J | 

VALUE RBKfcJ VED ANBi^fetftGF 

$416.67 

TO: Fir 
tesia. 

vcct. 

or Artesia 
ico 83210 

of Yateŝ Pê oleum Corporation 

GE TO ACCOUNT OF COLLARS 
WITH EXCHANGE 

YATES PETROLEUM£ORPORATION 

ARTE81A, « e t MEXICO £8210 
DATE: A p r i l 2 9 , 20lw 33341 

YOUR DATE 
AND/OR NUMBER 

Feb. 27,04 
Payable To: 

DESCRIPTION 

Oil and Gas tease-Draft 
Martha Jane Rhodes 

SPECIAL INSTRUCTIONS: 

DUE 

bk days 

.AMOUNT 

REMITTED ON 
RETURNED 
UNPAID ON 

6-11-04 

CUSTOMER 

UR 
CHARGE 

TOTAL 

TOTAL 

RECEIVED FROM NAME & ADDRESS OF PAYER 

r 

L_ 

Tates Petroleum 
Shirley Pruitt 

~1 

J 

2 - NOTICE TO CUSTOMER PLEASE BRING THIS NOTICE TO COLLECTION DEPARTMENT 



105 South Fourth Street 
Artesia, NM 88210 

505-748-1471 
FAX 505-748-4572 

April 29, 2004 

Martha Jane Rhodes 
P. O. Box 58 
Abilene, TX 79604 

Re: Oil & Gas Lease 
Township 25 South. Range 26 East. NMPM 
Section 17: NW/4NE/4, E/2E/2 
Containing 200 acres, more or less 
Eddy County, New Mexico 

Mrs. Rhodes: 

Thank you for your response to our recent lease renewal offer. At this time, we are not able to accept 
the lease form and terms you provided. Enclosed please find two (2) copies of Oil and Gas Lease 
Form 342P, which we will accept. If the enclosed meets with your approval, please execute the lease 
before a notary public and return to this office. Upon receipt of the properly executed and notarized 
lease, we will issue a direct check to you, per your instructions. 

If you have any questions, please call me at (505) 748-4356. Thank you. 

Very truly yours, 

YATES PETROLEUM CORPORATION 

Shirley Pruitt Cr 
Land Technician 

/sp 
Enclosure(s) 



Producer's 88-Producer's Revised 1994 New Mexico trolh 342P, Paid-up Printed and for w^by Hall-Poorbaugh Press, Roswell, N.M. 

OIL & GAS LEASE 

THIS AGREEMENT made this 29th day of April 2004. but effective September 21.2004 between Martha Jane Rhodes, dealing in her sole and separate property, as 
Lessor (whether one or more), and YATES PETROLEUM CORPORATION-70%; YATES DRILLING COMPANY-10%, ABO PETROLEUM CORPORATION-10% and MYCO 
INDUSTRIES, INC-10%, as Lessee: 

1. Lessor, In consideration of TEN AND OTHER DOLLARS in hand paid, receipt of which is here acknowledged, and ofthe royalties herein provided and ofthe agreements ofthe lessee 
herein contained, hereby grants, leases and lets exclusively unto lessee for the purpose of investigating, exploring, prospecting, drilling, and operating for and producing oil and gas. injecting gas, 
waters, other fluids, and air into subsurface strata laying pipelines, storing oil, building tanks, roadways, telephone lines, and other structures and things thereon to produce, save, take care of, treat, 
process, store and transport said minerals, the following described land in Eddy County, New Mexico, to-wit: 

TownshiD 25 South. Range 26 East N.M.P.M. 
Section 17: NW/4NE/4, E/2E/2 

Said land is estimated to comprise 200.00 acres, whether it actually comprises more or less. 

2. Subject to the other provisions herein contained, this lease shall remain in force for a term of Three years from this date (called "primary term") and as long thereafter 
as oil or gas is produced from said land or from land with which said land is pooled. 

3. The royalties to be paid by lessee are: (a) on oil, and other liquid hydrocarbons saved at the well, l/4th of that produced and saved from said land, same to be 
delivered at the wells or to the credit of lessor in the pipeline to which the wells may be connected; (b) on gas, including casinghead gas or other gaseous substance 

produced from said land and used off the premises or used in the manufacture of gasoline or other products, the market value at the well of l/4th of the gas used, 

provided that on gas sold on or off the premises, the royalties shall be l/4tti of the amount realized from such sale; (c) and at any time when this lease is 
not validated by other provisions hereof and there is a gas and/or condensate well on said land, or land pooled therewith, but gas or condensate is not being so sold or used and such well is shut in, 
either before or after production therefrom, then on or before 90 days after said well is shut in, and thereafter at annual intervals, lessee may pay or tender an advance shut-in royalty equal to $ 1.00 
per net acre of lessor's gas acreage then held under this lease by the party making such payment or tender, and so long as said shut-in royalty is paid or tendered, this lease shall not terminate and it 
shall be considered under all clauses hereof that gas is being produced from the leased premises in paying quantities. Each such payment shall be paid or tendered to fhe party or parties who at the 
time of such payment would be entitled to receive the royalties which would be paid under this lease if the well were in fact producing. The payment or tender of royalties and shut-in royalties may 
be made by check or draft Any timely payment or tender of shut-in royalty which is made in a bona fide attempt to make proper payment, but which is erroneous in whole or in part as to parties or 
amounts, shall nevertheless be sufficient to prevent termination of this lease in the same manner as though a proper payment had been made if lessee shall correct such error within 30 days after 
lessee has received written notice thereof by certified mail from the party or parties entitled to receive payment together with such written instruments (or certified copies thereof) as are necessary to 
enable lessee to make proper payment The amount realized from the sale of gas on or off the premises shall be the price established by the gas sales contract entered into in good faith by lessee and 
gas purchaser for such term and under such conditions as are customary in the industry. "Price" shall mean the net amount received by lessee after giving effect to applicable regulatory orders and 
after application of any applicable price adjustments specified in such contract or regulatory orders. In tho ovont leoooo oonipiuujuu, treats, purifies, or dohydmteo ouoh gaa (whether on or off tho 
leased premises) or tmngporto gao off the loaood promises, Ioooeo iu comp uting royalty horoundcr may doduot from ouch prioo a reasonable ohargo for caoh of ouch Amotions perfonnod. 

4. This is a paid-up lease and lessee shall not be obligated during the primary term hereof to commence or continue any operations of whatsoever character or to make any payments hereunder 
in order to maintain this lease in force during the primary term; however, this provision is not intended to relieve lesee of the obligation to pay royalties on actual production pursuant to the 
provisions or Paragraph 3 hereof. 

5. Lessee is hereby granted the right and power, from time to time, to pool or combine this lease, the land covered by it or any part or horizon thereof with any other land, leases, mineral 
estates or parts thereof for the production of oil or gas. Units pooled hereunder shall not exceed the standard proration unit fixed by law or by the Oil Conservation Division of the Energy and 
Minerals Department of the State of New Mexico or by any other lawful authority for the pool or area in which said land is situated, plus a tolerance of ten percent Lessee shall file written unit 
designations in the county in which the premises are located and such units may be designated from time to time and either before or after the completion of wells. Drilling operations on or 
production from any part of any such unit shall be considered for all purposes, except the payment of royalty, as operations conducted upon or production from the land described in this lease. There 
shall be allocated to the land covered by this lease included in any such unit that portion of the total production of pooled minerals from wells in the unit, after deducting any used in lease or unit 
operations, which the net oil or gas acreage in the land covered by this lease included in the unit bears to the total number of surface acres in the unit. The production so allocated shall be considered 
for all purposes, including the payment or delivery of royalty, to be the entire production of pooled minerals from the portion of said land covered hereby and included in said unit in the same 
manner as though produced from said land under the terms of this lease. Any pooled unit designated by lessee, as provided herein, may be dissolved by lessee by recording an appropriate instrument 
in the County where the land is situated at any time after the completion of a dry hole or the cessation of production on said unit. 

6. If at the expiration ofthe primary term there is no well upon said land capable of producing oil or gas, but lessee has commenced operations for drilling or reworking thereon, this lease 
shall remain In force so long as operations are prosecuted with no cessation of more than 60 consecutive days, whether such operations be on the same well or on a different or additional well or 
wells, and if they result in the production of oil or gas, so long thereafter as oil or gas is produced from said land. If after the expiration ofthe primary term, all wells upon said land should become 
incapable of producing for any cause, this lease shall not terminate if lessee commences operations for additional drilling or for reworking within 60 days thereafter. If any drilling, additional 
drilling or reworking operations hereunder result in production, then this lease shall remain in full force so long thereafter as oil or gas is produced hereunder. 

7. Lessee shall have free use of oil, gas and water from said land, except water from lessor's wells and tanks, for all operations hereunder, and the royalty shall be computed after deducting 
any so used. Lessee shall have the right at any time during or after the expiration of this lease to remove all property and fixtures placed by lessee on said land, including the right to draw and 
remove all casing. When required by lessor, lessee will bury all pipe lines on cultivated lands below ordinary plow depth, and no well shall be drilled within two hundred feet (200 ft.) of any 
residence or barn now on said land without lessor's consent Lessor shall have the privilege, at his risk and expense, of using gas from any gas well on said land for stoves and inside lights in the 
principal dwelling thereon, out of any surplus gas not needed for operations hereunder. 

8. The rights of either party hereunder may be assigned in whole or in part and the provisions hereof shall extend to their heirs, executors, administrators, successors and assigns; but no 
change in the ownership of the land or in the ownership of, or rights to receive, royalties or shut-in royalties, however accomplished shall operate to enlarge the obligations or diminish the rights of 
lessee: and no such change or division shall be binding upon lessee for any purpose until 30 days after lessee has been furnished by certified mail at lessee's principal place of business with 
acceptable instruments or certified copies thereof constituting the chain of title from the original lessor. If any such change in ownership occurs through the death ofthe owner, lessee may, at its 
option, pay or tender any royalties or shut-in royalties in the name of the deceased or to his estate or to his heirs, executor or administrator until such time as lessee has been furnished with evidence 
satisfactory to lessee as to the persons entitled to such sums. An assignment of this lease in whole or in part shall, to the extent of such assignment, relieve and discharge lessee of any obligations 
hereunder and, if lessee or assignee of part or parts hereof shall fail or make default in the payment of the proportionate part of royalty or shut-in royalty due from such lessee or assignee or fail to 
comply with any of the provisions of this lease, such default shall not affect this lease insofar as it covers a part of said lands upon which lessee or any assignee thereof shall properly comply or 
make such payments. 

9. Should lessee be prevented from complying with any express or implied covenant of this lease, or from conducting drilling or reworking operations hereunder, or from producing oil or gas 
hereunder by reason of scarcity or inability to obtain or use equipment or material, or by operation of force majeure, or by any Federal or state law or any order, rule or regulation of governmental 
authority, then while so prevented, lessee's duty shall be suspended, and lessee shall not be liable for failure to comply therewith; and this lease shall be extended while and so long as lessee is 
prevented by any such cause from conducting drilling or reworking operations or from producing oil or gas hereunder; and the time while lessee is so prevented shall not be counted against lessee, 
anything in this lease to the contrary notwithstanding. 

10. Lessor hereby warranto and agrooo to defend the title to said land and agrees that lessee at is option may discharge any tax, mortgage or other lien upon said land, and in the event lessee 
does so it shall be subrogated to such lien with the right to enforce same and to apply royalties and shut-in royalties payable hereunder toward satisfying same. Without impairment of lessee's rights 
under the warranty, if this lease covers a less interest in the oil or gas in all or any part of said land than the entire and undivided fee simple estate (whether lessor's interest is herein specified or not) 
then the royalties, shut-in royalty, and other payments, if any, accruing from any part as to which this lease covers less than such full interest, shall be paid only in the proportion which the interest 
therein, if any, covered by this lease, bears to the whole and undivided fee simple estate therein. Should any one or more of the parties named above as lessors fail to execute this lease, it shall 
nevertheless be binding upon the party or parties executing the same. 

11. Lessee, its or his successors, heirs and assigns, shall have the right at any time to surrender this lease, in whole or in part, to lessor or his heirs, successors and assigns by delivering or 
mailing a release thereof to the lessor, or by placing a release thereof of record in the county in which said land is situated; thereupon lessee shall be relieved from all obligations, expressed or 
implied, of this agreement as to acreage so surrendered, and thereafter the shut-in royalty payable hereunder shall be reduced in the proportion that the acreage covered hereby is reduced by said 
release or releases. 

Articles 12, 13 and 14 of this Oil and Gas Lease are attached as Exhibit "A". 

Executed the day and year first above written. 

Martha Jane Rhodes 
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Exhibit "A" 

Attached to and made a part of that certain Oil and Gas Lease dated April 26, 2004, by and between James M. Alexander, 
dealing in his sole and separate property, as Lessor, and Yates Petroleum Corporation, Yates Drilling Company, Abo 
Petroleum Corporation and Myco Industries, Inc., as lessee, covering lands in Eddy County, New Mexico. 

12. Notwithstanding anything else to the contrary herein, payment of shut-in gas well royalties will not be permitted to 
maintain this Lease in force for a period greater than two consecutive years beyond the primary term, at which time this 
Lease shall automatically terminate. 

13. Notwithstanding any other provisions hereof, at the end ofthe primary term, all acreage not included in a proration 
unit as designated by the New Mexico Oil Conservation Division and all depths 100 feet below the deepest producing 
horizon shall be automatically eliminated from this Lease and revert to LESSOR, unless LESSEE is drilling a well on the 
leased premises or on lands pooled therewith, in which event the Lease will be held in its entirety as long as not more than 
one hundred twenty (120) days elapse between the completion of one well and the commencement of another. Completion 
shall be defined as (1) the date on which a dry hole is plugged or (2) the date certified to the New Mexico Oil Conservation 
Division as the date a well has been completed as a producing well, whichever be appropriate. "Commencement" shall be 
defined as the date drilling operations are commenced on the leased premises or on lands pooled therewith. 

14. As an addition to the terms hereof, it is expressly agreed that all royalty to be paid hereunder shall be delivered to 
LESSOR free of all costs of transportation, compression, processing, treatment, purification, dehydration, separation, 
stabilization, manufacturing, measuring or marketing the oil, gas or hydrocarbons covered by this lease. 



LNDR07 LEASE RECORD SHEET 
USER-TAMKYV WS-QPADP̂ OOJ 
9:38:28 3/08/2002 

PAGE 1 
10:52:24 VJ38/20O2 

LEASE NUMBER - NM-000403-002S13-E LEASE NAME RHODES, MARTHA JANE 

PROSPECT 000000 ACCT. LEASE 270386-001 

ACQ CODE 
COUNTY *1 EDD EDDY 
COUNTY #2 
STATE NM NEW MEXICO 
LEASE DATE 9/21/2001 
EFFECTIVE DATE 9/21/2001 
EXPIRATION DATE 9/20/2004 
PRIMARY TERM 3 YR 
ORIGINAL LESSOR MARTHA JANE RHODES, 
ORIGINAL LESSEE YPC 
ACQUIRED - HOW 

- FROM 
LESSEE OF RECORD 

BOOK.. 
BOOK. 

431 PAGE. 
PAGE. 

959 REC DATE... 
REC DATE.., 

10/05/2001 
0/00/0000 

RECORD STATUS... CM COMPLETE LEASE RECORD 
LEASE TYPE X FEE LEASE 
ACQUISITION DATE. 9/21/2001 
LEASE/RENTAL STAT...PDU PAID UP LEASE 
DEALING IN HER SOLE AND SEPARATE PROPERT 

BONUS PER ACRE... 
TOTAL BONUS 

100. 
416. 

00 
67 

ACREAGES 
TOTAL 
DEVELOPED.... 
UNDEVELOPED.. 
NO TOTALIZE.. 

LSE GROSS LEASE NET 
200.00 4.17 

OUR NET 

200.00 4.17 

BASE ACRES 
LESSOR MI 
LESSOR RI 25000000 
TOTAL ORRI 
LEASE NRI 75000000 

LEGAL DESCRIPTION INFORMATION: 

SEQ TWP RNG SEC 

01 25S 26E 1? 
NW4NE4, E2E2 

LOCATION 
LEGAL DESCRIPTION 

ABSTRACT # LSE GRS LSE NET 

TOTAL ACREAGE 

200.00 4.17 

200.00 4.17 

OWNERSHIP INFORMATION: 

OWNER* WORKING INTEREST OWNER GWI 

5000 ABO PETROLEUM CORPORATION .10000000 
640010 MYCO INDUSTRIES, INC. .10000000 
994100 YATES DRILLING COMPANY .10000000 
999900 YATES PETROLEUM CORPORATION .70000000 

TOTAL INTEREST 1.00000000 

OTHER CO LSE 
EXPIRED 

SPECIAL FEATUSES/WELL CROSS REFERENCE: 

HELD BY PROD. 
HELD BY UNIT. 
SHUT-IN PROV. 
PUGH CLAUSE.. 
REASMT OBLIG. 
UNIT CLAUSE.. 

2 TWO YR 
P PUGH 

SURFACE DAMAGES. 
MINIMUM ROYALTY. 
RENEWAL OPTION.. 
LESSER INTEREST. 
CONT. DRILLING.. 

POOLING..OIL 
REWORK DAYS 
MULTI-TRACT 
SLIDING ROYALTY. 

GAS 

DELAY RENTAL/SHUT-IN INFORMATION: 

RENTAL PAID BY SHUT-IN PAID BY 
RENTAL PER ACRE SHUT-IN PER ACRE 
RENTAL AMOUNT/TYPE SHUT-IN AMOUNT 
BANK FEE BANK FEE 
TOTAL RENTAL TOTAL SHUT-IN 
COMPANY SHARE COMPANY SHARE 
RENTAL DUE DATE 0/00/0000 SHUT-IN DUE DATE 0/00/0000 
PAYMENT FREQUENCY PAYMENT FREQUENCY 

HBP WELL NAME.. 
MULT/COMB CHECKS 

LEASE NUMBER - NM-000403-002513-E 



PETROLEUM 
CDRPDRHTIDN 

105 South Fourth Street 
Artesia, NM 88210 

November 10, 2004 

Working Interest Owners 
Addressee List At tached 

CERTIFIED MAIL 
RETURN RECEIPT REQUESTED 

RE: Guitar BFL Com #1 well 
TownshiD 25 South, Range 26 East, NMPM 
Section 17: 990" FNL & 1980'FEL 
Eddy County, New Mexico 

Ladies and Gentlemen: 

Yates Petroleum Corporation, as operator, proposes to drill the capt ioned well pursuant to the 
prognosis on the Authority for Expenditure (AFE) and invites you to participate. 

Enclosed, please find two (2) copies of an AFE and one (1) copy of the Joint Operating 
Agreement (JOA) with one (1) additional signature page, covering the N/2 of Section 17. 

If the AFE and JOA meet with your approval, please sign and return one (1) executed copy of 
the AFE and the executed and notarized signature page of the JOA to our office. 

This well is on an accelerated scheduling and we request your immediate attention. 

Should you have any questions, please do not hesitate contacting me at 505-748-4400. 

Thank you. 

Very truly yours, 

YATES PETROLEUM CORPORATION 

Susan Vierra 
Associate Landman 

SV/am 
Enclosure (s) 



GUITAR BFL COM #1 
ADDRESSEE LIST 

Yates Petroleum Corporation, et al 
Attn: Susan Vierra 
105 South Fourth Street 
Artesia, NM 88210 

Murchison Oil & Gas, Inc. 
1100 Mira Vista Blvd. 
Piano, TX 75093-4698 

Anita Grissom G u i t a r ^ , 
P.O. box 744 
Abilene, TX 79605 

James M. & Jerri Alexander 
P.O. Box 58 
Abilene, TX 79604 

Martha Jane Alexander Rhodes 
P.O. Box 58 
Abilene, TX 79604 

James Kelly P o l k < ^ 
12 Augusta 
Abilene, TX 79604 

Janis Lee Polk Harbour 
4400 Arcady 
Dallas, TX 75202 

Pressley Hudson Guitar 
P.O. box 5383 
Abilene, TX 79608-5383 

Brett Guitar Witherspoon Qfcs 
P.O. Box 100635 
Fort Worth, TX 76185 

Whitten Guitar Witherspoon 
3833 Arroyo Road 
Fort Worth, TX 76109 

Jeri Alexander Lott fa^* 
9102 Vicksburg Ave., #17 
Lubbock, TX 79356 

Ruth Ann Polk Caudle 
5616 Preston Fairway 
Dallas, TX 75252 

Marilyn Guitar Galusha 
P.O.Box 1438 
Abilene, TX 79604 

John Guitar Witherspoon, Jr. 
7404 Lemonwood Drive 
Fort Worth, TX 76133-7012 

Wende Witherspoon Morgan 
1720 Southwicke 
Flower Mound, TX 75022 

Kelly Woods Leach 
312 Greatview Circle 
Birmingham, AL 35226-2320 



11-8-04 

>TE5 
PETROLEUM 
EDRPDHHTmN 

AUTHORITY FOR EXPENDITURE 
NEW DRILLING, RECOMPLETION & RE-ENTRY 

105 SOUTH FOURTH STREET 

ARTESIA, NEW MEXIC088210 
TELEPHONE C505) 74S-1471 

AFE Type: 

X New Drilling 
Recompletion 
Re-entry 

Well Objective: Well Type: 

X Oil 
X Gas 

Injector 

X Development 
Exploratory 

AFE NO. 
AFE DATE 

AFE STATUS: 
Original 

Revised 

Final 

Supplemental 

04-542-0 
10/29/04 

AFENO (rev 6/98) 

/p-<3<,-0<( 

LEASE NAME Guitar BFL Com. #1 PROJ'D DEPTH 12,000' 

COUNTY Eddy STATE New Mexico 

FIELD HORIZON Morrow 

LOCATION Section 17 T25S-R26E, 990' N & 1980' E 

DIVISION CODE 
DISTRICT CODE 
BRANCH CODE 

100 DIVISION NAME 
DISTRICT NAME 
BRANCH NAME 

Oil & Gas Division 

PROGNOSIS: New well drilled to 12,000' to test all formations 

INTANGIBLE 
920-100 
920-110 
920-120 
920-130 
920-140 
920-150 
920-160 
920-170 
920-180 
920-190 
920-200 
920-205 
920-210 
920-230 
920-240 
920-350 
920-410 
920-420 
920-430 
920-440 
920-450 
920-460 
920-470 
920-480 
920-490 
920-510 
920-500 

DRILLING COSTS: 
Staking, Permit & Legal Fees 
Location, Right-of-Way 
Drilling, Footage 
Drilling, Daywork & fuel" " " ' M j ^ ^ W M ' X ^ l ^ y . Jt JH?JSlt9C 
Drilling Water, Fasline Rental 
Drilling Mud & Additives 
Mud Logging Unit, Sample Bags 
Cementing - Surface Casing & deep intermediate^ 

Driii stem Testing, OHT I!]!!!]!!].!!!!!!!]!!!!!!!!!!!!!!!!!!.!...!.. 
Electric Logs & Tape Copies 
Tools & Equip. Rntl., Trkg. & Welding 
Control of Well-Insurance 
Supervision & Overhead 
Coring, Tools & Service 
Bits, Tool & Supplies Purchase 
Cementing - Production Casing 
Completion Unit - Swabbing 
Water for Completion 
Mud & Additives for Completion 
Cementing - Completion 
Elec. Logs, Testing, Etc. - Completion 
Tools & Equip. Rental, Etc. - Completion 
Stimulation for Completion 
Supervision & O/H - Completion 
Additional LOC Charges - Completion 
Bits, Tools & Supplies - Completion 
Contingency for Completion 
TOTAL INTANGIBLE DRILLING COSTS 

TANGIBLE 
930-010 
930-020 

930-030 
930-040 
940-010 
940-020 
940-030 
940-G40 

EQUIPMENT COSTS: 
Christmas Tree & Wellhead 
Casing 13 3/8" @ 400' 

9 5/8""@ V,80&'"" 
7n"@8,600v 

4W"i£66b v 

Tubing [ 2 W ' ] @ ] l j]80<F \ \ \ 
Packer & Special Equipment 
Pumping Equipment 
Storage Facilities 
Separation Equip., Flowlines, Misc. 
Trucking & Construction Costs 

DRY HOLE COMP'D WELL 
3,000 3,000 

35,000 35,000 

647,000 647,000 
35,000 35,000 
45,000 45,000 
30,000 30,000 
75,000 75,000 

60,000 60,000 
125,000 125,000 

5,000 5,000 
50,000 50,000 

80,000 80,000 
40,000 
30,000 
5,000 
1,000 

20,000 
50,000 

100,000 
1,500 

10,000 
1,500 

1,190,000 1,449,000 

5,000 30,000 
11,000 11,000 
27,000 27,000 

108,000 108,000 
85,500 
49,000 

15,000 
75,000 
15,000 

TOTAL TANGIBLE EQUIPMENT COSTS 151,000 415,500 

TOTAL COSTS 1,341,000| 1,864,500 

APPROVAL OF THIS AFE CONSTITUTES APPROVAL OF OPERATOR'S OPTION TO CHARGE THE JOINT ACCOUNT WITH 
TUBULAR GOODS FROM THE OPERATOR'S WAREHOUSE STOCK AT THE RATES STATED ABOVE. 

Prepared By Operations 
SV Jeremiah Mullen Approval 

YATES PETROLEUM CORPORATION 

B:Y::: 
20.551875% 

YATES DRILLING COMPANY I 10.793125% 

ABO PETROLEUM CORPORATION 

mm. 
10.793125% 

MYTO 
xOAT:E:: 

I 10.793125% 



GUITAR BFL COM #1 
T25S-R26E- SECTION 17 
990' FNL & 1980' FEL 
EDDY COUNTY, NEW MEXICO 

AFE # 04-542-0 
DATE: 11/8/04 
Page 2 

SHARE 

MURCHISON OIL & GAS, INC. 

BY: DATE 

EARL B. GUITAR, SR. & ANITA GRISSOM GUITAR, REVOCABLE LIVING TRUST, 
ANITA GRISSOM GUITAR, SOLE TRUSTEE 

BY::: :'DATE:; 

JAMES M. ALEXANDER & JERRI ALEXANDER 

BY1. DATE 

8Y; DATE 

MARTHA JANE ALEXANDER RHODES 

:DATE:: 

JERI ALEXANDER LOTT 

BY; DATE 

JAMES KELLY POLK 

BY: DATE 

RUTH ANN POLK CAUDLE 

JAN1S LEE POLK HARBOUR 

MARILYN GUITAR GALUSHA TRUST, MARILYN GUITAR GALUSHA, TRUSTEE 

BY: DATE 

PRESSLEY HUDSON GUITAR 

BY: DATE 

JOHN GUITAR WITHERSPOON, JR. 

BRETT GUITAR WITHERSPOON 

BY; DATE 

WENDE WITHERSPOON MORGAN 

BY: DATE 

WHITTEN GUITAR WITHERSPOON 

KELLY WOODS LEACH 
BY: DATE 

37.500000% 

2.343750% 

0.781250% 

0.781250% 

0.781250% 

0.781250% 

0.781250% 

0.781250% 

0.584375% 

0.584375% 

0.293750% 

0.293750% 

0.293750% 

0.293750% 

0.193750% 

TOTAL 100.000000% 
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M A R T I N Y A T E S . Il l 
1912-1985 

F R A N K W. Y A T E S 
1 9 3 6 - 1 9 8 6 

EXECUTIVE VICE PRESIDENT 

R A N D Y G. P A T T E R S O N 

S. P. Y A T E S 
CHAIRMAN OF THE BOARD 

J O H N A . Y A T E S 
PRESIDENT 

P E Y T O N Y A T E S 

105 SOUTH FOURTH STREET 

SECRETARY 

DEN N IS G. K I N S E Y 
TREASURER 

ARTESIA. NEW MEXICO 88210-2118 

TELEPHONE (505) 748-147I 

November 30, 2004 

Martha Jane Rhodes 
P 0 Box 58 
Abilene, TX 79604 

RE: Guitar BFL Com #1 
Township 25 South. Range 26 East. NMPM 
Section 17: N/2 
Eddy County, New Mexico 

Ms. Rhodes: 

I have had several phone calls from many family members concerning either 1) lease options for mineral rights in the 
above captioned acreage or 2) participation in the drilling of the Guitar BFL Com #1. 

You have been sent an AFE to participate in the drilling of the Guitar well as an unleased mineral owner. Also 
included with the AFE was the operating agreement covering the 320-acre spacing unit in the North Vi of section 17. 

Since the receipt of the AFE and Operating Agreement, I have had several phone calls to discuss the possibility to 
lease your minerals rather than taking a working interest in this well. The renewal period has expired for your 
previous leases; therefore all previous negotiations are off the table. 

Enclosed please find Yates Petroleum Corporation standard three (3) year paid up lease form, containing a VA royalty 
for your net mineral acre interest. Should you elect to execute this lease, as is, you will receive the $100.00 per net 
acre bonus upon our receipt. The terms and conditions of the lease are not negotiable, as Yates Petroleum 
Corporation will be proceeding with the drilling ofthe Guitar well immediately. 

Please return either the executed lease form, as is, or the executed AFE and Operating Agreement at your earliest 
convenience, as to avoid a force-pooling situation. 

Should you have any questions, I can be reached at 505-748-4400. 

Thank you for your consideration. 

Very truly yours, 

YATES PETROLEUM CORPORATION 

Susan Vierra 
Associate Landman 

/sv 
Enclosure(s) 



Producers 88 Rev. (3 Year Lease) 5-96 

YPC Revised Form . 

(THREE Y E A R PAID UP L E A S E ) 
O I L AND GAS L E A S E 

Form 345 

Hall-Poorbaugh Press, Inc. 

Roswell, New Mexico 

THIS AGREEMENT made this 30th day of November. 2004, and Effective November 30, 2004, between Martha Janae Rhodes., dealing in her sole and separate 

property, as Lessor (whether one or more), and YATES PETROLEUM CORPORATION-70%; YATES DRILLING COMPANY-10%, ABO PETROLEUM CORPORATION-10% AND 

SHARBRO OIL LIMITED CO MPANY.-10%, as Lessee, WITNESSETH: 

1. Lessors in consideration of Ten and No/100 Dollans ($ 10.00 ) in 

hand paid, of the royalties herein provided and of the agreements of Lessee herein contained, hereby grants, leases and lets exclusively unto Lessee for the purpose of investigating, exploring, 

prospecting, drilling and mining for and producing oil and gas, laying pipe lines, building roads, tanks, power stations, telephone lines and other structures thereon and on, over and across lands owned 

or claimed by Lessor adjacent and contiguous thereto, to produce, save, take care of, treat, transport, and own said products, and housing its employees, the following described land in 

Eddy County, New Mexico to-wit: 

Township 25 South. Range 26 East. NMPM 
Section 17: NW/4NE/4, E/2E/2 
Containing 200.00 acres, more or less 

2. Without reference to the commencement, prosecution or cessation at any time of drilling or other development operations and/or to the discovery, development or cessation at any time of 
production of oil or gas and without further payments than the royalties herein provided, and notwithstanding anything else herein contained to the contrary, this lease shall be for a term of three years 
from this date (called "primary term") and as long thereafter as oil or gas is produced from said land or land with which said land is pooled hereunder. 

3. The royalties to be paid by Lessee are: (a) on o i l J/4 of that produced and saved from said land, the same to be delivered at the wells or to the credit of Lessor into the pipe line to which the 
wells may be connected; Lessee may from time to rime purchase any royalty oil in its possession, paying the market price therefore prevailing for the field where produced on the date of purchase; (b) 
on gas, including casing head gas or other gaseous substance, produced from said land, and sold, or used off the premises or for the extraction of gasoline or other product there from, the market value 
at the well of 1/4 of the gas so sold or used, provided mat on gas sold at the wells the royalty shall be 1/4 of the amount realized from such sale; while there is a gas well on this lease or on 
acreage pooled therewith but gas is not being sold or used, Lessee may pay or tender as royalty, on or before ninety (90) days after the date on which said well is shut in and thereafter at annual 
intervals the sum of $ 1.00 per acre, and i f such payment is made or tendered, this lease shall not terminate and it will be considered that gas is being produced from this lease in paying quantities. 
Payment or tender of said shut-in gas royalty may be made by check or draft of Lessee mailed or delivered to the patties entitled thereto on or before the date said payment is due. Lessee shall have 
free use of oil, gas, coal and water from said land, except water from Lessor's wells, for all operations hereunder, and the royalty on oil and gas shall be computed after deducting any so used. 

4. Lessee, at its option, is hereby given the right and power to pool or combine the acreage covered by this lease, or any portion thereof as to oil and gas, or either of them, with other land, lease 
or leases in the immediate vicinity thereof to the extent, hereinafter stipulated, when in Lessee's judgment it is necessary or advisable to do so in order properly to explore, or to develop and operate 
said leased premises in compliance with the spacing rules ofthe New Mexico Oil Conservation Commission, or other lawful authority or when to do so would, in the judgment of Lessee, promote the 
conservation of oil and gas in and under and that may be produced from said premises. Units pooled for oil hereunder shall not substantially exceed 40 acres each in area, and units pooled for gas 
hereunder shall not substantially exceed in area 640 acres each plus a tolerance of 10% thereof, provided that should governmental authority having jurisdiction prescribe or permit the creation of units 
larger than those specified, units thereafter created may conform substantially in size with those prescribed by governmental regulations. Lessee under the provisions hereof may pool or combine 
acreage covered by this lease, or any portion thereof as above provided as to oil in any one or more strata and as to gas in any one or more strata. The units formed by pooling as to any stratum or 
strata need not conform in size or area with the unit or units into which the lease is pooled or combined as to any other stratum or strata, and oil units need not conform as to area with gas units. The 
pooling in one or more instances shall not exhaust the rights of the Lessee hereunder to pool this lease or portions thereof into other units. Lessee shall file for record in the appropriate records of the 
county in which the leased premises are situated an instrument describing and designating the pooled acreage as a pooled unit Lessee may at its election exercise its pooling option after commencing 
operations for or completing an oil or gas well on the leased premises, and the pooled unit may include, but it is not required to include, land or leases upon which a well capable of producing oil or gas 
in paying quantities has theretofore been completed or upon which operations for the drilling of a well for oil or gas have theretofore been commenced. Operations for drilling on or production of oil or 
gas from any part ofthe pooled unit which includes all or a portion of the land covered by this lease regardless of whether such operations for drilling were commenced or such production was secured 
before or after the execution of this instrument or the instrument designating the pooled unit, shall be considered as operations for drilling on or production of oil and gas from land covered by this lease 
whether or not the well or wells be located on the premises covered by this lease, and the entire acreage constituting such unit or units, as to oil and gas, or either of them, as herein provided, shall be 
treated for all purposes, except the payment of royalties on production from the pooled unit, as i f the same were included in this lease. For the purpose of computing the royalties to which owners of 
royalties and payments out of production and each of them, shall be entitled on production of oil and gas, or either of them, from the pooled unit, there shall be allocated to the land covered by this 
lease and included in said unit a pro rata portion ofthe oil and gas, or either of them, produced from the pooled unit after deducting that used for operations on the pooled units. Such allocation shall be 
on acreage basis-that is to say, there shall be allocated to the acreage covered by this lease and included in the pooled unit that pro rata portion ofthe oil and gas, or either of them, produced from the 
pooled unit which the number of surface acres covered by this lease and included in the pooled unit bears to the total number of surface acres included in the pooled unit Royalties hereunder shall be 
computed on the portion of such production, whether it be oil and gas, or either of them, so allocated to the land covered by this lease and included in the unit just as though such production were from 
such land. The production from an oil well will be considered production from the lease or oil pooled unit from which it is producing and not as production from a gas pooled unit; and production from 
a gas well will be considered as production from the lease or gas pooled unit from which it is producing and not from an oil pooled unit In addition to the foregoing, Lessee at its option is hereby given 
the right and power from time to time to commit said land or any part or formation or mineral substance covered hereby to any cooperative or unit agreement or plan of development and operation, and 
to any modifications thereof, which have been approved by the New Mexico Oil Conservation Commission or other lawful governmental authority. In such event, the royalty payable to Lessor 
hereunder shall be computed and paid on the basis of the oil or gas allocated to such land under the terms of any such agreement or plan of operation, which basis shall be the same by which the 
royalty due the United States or the State of New Mexico is computed and paid. This lease shall not expire during the life of such agreement or plan and shall be subject to the terms thereof and said 
agreement or plan of operation shall be filed with the New Mexico Oil Conservation Commission, or other lawful authority, and Lessee shall record in the county in which the leased premises are 
situated, an instrument describing such agreement or plan of operation and reflecting the commitment thereto, and the same may be recorded either before or after the completion of wells. 

5. I f at the expiration of the primary term oil or gas is not being produced on said land, or from land pooled therewith, but Lessee is then engaged in drilling or reworking operations thereon, or 
shall have completed a dry hole thereon within 60 days prior to the end of the primary terms, the lease shall remain in force so long as operations on said well or for drilling or reworking of any 
additional well are prosecuted with no cessation of more than 60 consecutive days, and i f they result in the production of oil or gas so long thereafter as oil or gas is produced from said land, or from 
land pooled therewith. If, after the expiration of the primary term of this lease and after oil or gas is produced from said land, or from land pooled therewith, the production thereof should cease from 
any cause, this lease shall not terminate i f Lessee commences operations for drilling or reworking within 60 days after the cessation of such production, but shall remain in force and effect so long as 
such operations are prosecuted with no cessation of more than 60 consecutive days, and if they result in fhe production of oil and gas, so long thereafter as oil or gas is produced from said land, or from 
land pooled therewith. Any pooled unit designated by Lessee in accordance with the terms hereof; may be dissolved by Lessee by instrument filed for record in the appropriate records ofthe county in 
which the leased premises are situated at any time after the completion of a dry hole or the cessation of production on said unit In the event a well or wells producing oil or gas in paying quantities 
should be brought in on adjacent land and within 660 feet of and draining the lease premises, or land pooled therewith. Lessee agrees to drill such offset well or wells as a reasonably prudent operator 
would drill under the same or similar circumstances. Lessee may at any time execute and deliver to Lessor or place of record a release or releases covering any portion or portions of the above 
described premises and thereby surrender this lease as to such portion or portions and be relieved or all obligations as to the acreage surrendered. 

6. Lessee shall have the right at any time during or after the expiration of tbis lease to remove aU property and fixtures placed by Lessee on said land, including the right to draw and remove all 
casing. When required by Lessor, Lessee will bury all pipelines below ordinary plow depth, and no well shall be drilled within two hundred feet of any residence or barn now on said land without 
Lessor's consent 

7. The rights of either party hereunder may be assigned in whole or in part, and the provisions hereof shall extend to their heirs, successors and assigns but no change or division in ownership of 
the land or royalties, however accomplished, shall operate to enlarge the obligations or diminish the rights of Lessee; and no change or division in such ownership shall be binding on Lessee until thirty 
(30) days after Lessee shall have been furnished by registered U.S. mail at Lessee's principal place of business with a certified copy of recorded instrument or instruments evidencing same. In the event 
of assignment hereof in whole or in part liability for breach of any obligation hereunder shall rest exclusively upon the owner of this lease or of a portion thereof who commits such breach. I f six or 
more parties become entitled to royalty hereunder, Lessee may withhold payment thereof unless and until furnished with a recordable instrument executed by all such parties designating an agent to 
receive payment for all. 

8. The breach by Lessee of any obligation arising hereunder shall not work a forfeiture or termination of this lease nor cause a termination or revision of the estate created hereby nor be grounds 
for cancellation hereof in whole or in part In the event Lessor considers that operations are not at any time being conducted in compliance with mis lease, Lessor shall notify Lessee in writing ofthe 
facts relied upon as constituting a breach hereof, and Lessee, i f in default, shall have sixty days after receipt of such notice in which to commence the compliance with the obligations imposed by virtue 
of this instrument After the discovery of oil or gas in paying quantities on said premises, Lessee shall develop the acreage retained hereunder as a reasonably prudent operator but in discharging this 
obligation it shall in no event by required to drill more than one well per forty (40) acres of the area retained hereunder and capable of producing oil in paying quantities and one well per 640 acres plus 
an acreage tolerance not to exceed 10% of640 acres ofthe area retained hereunder and capable of producing gas in paying quantities. 

9. Lessor hereby warrants and agrees to defend the title to said land and agrees that Lessee at its option may discharge any tax, mortgage or other lien upon said land either in whole or in part, and 
in event Lessee does so, it shall be subrogated to such hen with the right to enforce same and apply royalties accruing hereunder toward satisfying same Without impairment of Lessee's right under the 
warranty in event of failure of title, it is agreed that i f Lessor owns an interest in the oil or gas on, in or under said land less than the entire fee simple estate, then the royalties to be paid Lessor shall be 
reduced proportionately. Should any one or more ofthe parties named as Lessors fail to execute this lease, it shall nevertheless be binding upon the party or parties executing the same. 

10. Should Lessee be prevented from complying with any express or implied covenant of mis lease, from conducting drilling or reworking operations thereon or from producing oil or gas there 
from by reason of scarcity of or inability to obtain or to use equipment or material, or by operation offeree majeure, any Federal or state law or any order, rule or regulation of governmental authority 
then while so prevented, Lessee's obligation to comply with such covenant shall be suspended, and Lessee shall not be liable in damages for failure to comply therewith- and this lease shall be 
extended while and so long as Lessee is prevented by any such cause from conducting drilling or reworking operations on or from producing oil or gas from the leased premises; and the time while 
Lessee is so prevented shall not be counted against Lessee, anything in this lease to the contrary notwithstanding. 

IN WITNESS WHEREOF, this instrument is executed on the date first above written. 

Martha Jane Rhodes 



INDIVIDUAL ACKNOWLEDGMENT 

STATE OF ) 
)ss 

COUNTY OF ) 

This instrument was acknowledged before me this . day of , 2004, 
by Martha Jane Rhodes , 

My commission expires 
Notary Public 

ACKNOWLEDGMENT 

STATE OF ) 
)ss. 

COUNTY OF ) 

This instrument was acknowledged before me this day of 2004. 
by as 
for 

My commission expires 
Notary Public 

INDIVIDUAL ACKNOWLEDGMENT 

STATE OF ) 
)ss. 

COUNTY OF ) 

This instrument was acknowledged before me this day of 2004, 

By 

My commission expires 
Notary Public 
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Susan Vierra 





.•>» Guitar BFL Com #1 
Township 25 South, Range 26 East, NMPM 
Section 17: N/2 
Eddy County, New Mexico 

Mineral Owner: 

Net Acres in N/2 Spacing Unit 2.5 
Percent Working Interest in Unit 0.781250% 
Previous Lease dated: 9/21/01 
Expiration: 9/20/04 

Lease Renewal and Correspondence Timeline 

Jeri Alexander Lott 
9102 Vicksburg., #17 
Lubbock, TX 79424 

2/13/04 Offer letter sent to renew previous lease: 
Terms: 3-year term 

$100.00 bonus/acre 
1/4 royalty 

2/20/04 Letter of Acceptance received as per terms offered. 

2/20/04 Lease documents & bank draft sent as per terms accepted in offer letter 

5/4/04 Received signed lease, containing several modifications, not acceptable 
to Yates management. 

5/4/04 Responded with cover letter not accepting modified lease. Sent a 

compromise lease form, acceptable to Yates management. 

9/21/04 No response from Mr. Lott - lease expired. 

11/10/04 Sent AFE to participate in the drilling of the Guitar BFL Com #1. 

11/12/04 Received certified receipt of sent AFE. 

11/30/04 Final offer sent: 
Option 1: Sign AFE to participate in drilling of well 
Option 2: Enclosed Yates lease form (no modifications) 

3-year term 
$100.00 bonus/acre 
1/4 royalty 

12/6/04 Received certified receipt of Final offer letter. 

BEFORE THE OIL CONSERVAITON DIVISION 
Santa Fe, New Mexico 

Case No. 13398 Exhibit 3-C 
Submitted by: 

Yates Petroleum Corporation 
Hearing Date: January 6. 2005 



PETROLEUM 
CORPORHTIDN 

FFR 2 o 2004 

Jeri Alexander Lott 
9102 Vicksburg Ave., #17 
Lubbock, TX 79424 

105 South Fourth Street 
Artesia, NM 88210 

505-748-1471 
FAX 505-748-4572 

February 13, 2004 

Mrs. Lott: 

RE: Oil & Gas Lease 
Township 25 South. Ranqe 26 East. NMPM 
Section 17: NW/4NE/4, E/2E/2 
Eddy County, New Mexico 

Yates Petroleum Corporation would like to extend an offer to re-new your lease in the captioned acreage, 
subject to the following terms: 

1. A Paid-up Three (3) Year Oil and Gas Lease; 

2. A bonus consideration of $100.00 per acre for the 4.1667 net mineral acres; 

3. A royalty reservation of 1/4th of 8/8ths on all oil and gas produced from the leased lands; 

4. Offer will expire at office closing on March 15, 2004. 

5. Title acceptable to Yates Petroleum Corporation. 

if the above meets with your approval, please execute below and return to this office at your earliest 
convenience. If you have any questions regarding this matter, please call me at (505) 748-4356. 

Thank you. 
Very truly yours, 
Yates Petroleum Cor ation 

Shirley Pruitt 
Land Techniciai 

/sp 

AGREED and ACCEPTED this / day of. A. J I / LJ , . , . 2004 

Jen AJexanaerxoi 



PETROLEUM 
CDRPDRHTIDN 

105 South Fourth Street 
Artesia, NM 88210 

505-748-1471 
FAX 505-748-4572 

February 20, 2004 

Jeri Alexander Lott 
9102 Vicksburg Ave., #17 
Lubbock, TX 79424 

Re: Oil & Gas Lease 
Township 25 South. Ranqe 26 East. NMPM 
Section 17: NW/4NE/4, E/2E/2 
Eddy County, New Mexico 

Ms.Lott: 

Enclosed are two (2) copies of our Paid-up Oil and Gas Lease, three (3) year term, providing for a 1/4 
royalty, covering your interest in the captioned lands. Also enclosed is one (1) draft in the amount of 
$416.67 which is full bonus consideration of $100.00 per acre for your 4.1667 net mineral acre 
interest. 

If the above meets with your approval, please execute the Oil and Gas Lease before a Notary Public. 
Also endorse the draft and send it for collection through vour bank, together with the lease to the 
address below. ! 

First National Bank of Artesia 
P O Drawer AA 
Artesia, New Mexico 88210 
Attention: Collection Department 

Or you may void the draft and send the executed and notarized lease, with the voided draft, 
directly back to me at the Yates Petroleum Corporation address and I will return to you a direct 
check. 

If you have any questions, please call me at (505) 748-4356. Thank you. 

Very truly yours, 
YATES PETROLEUNLCORPORATION 

Shirley Pruitt 
Land Technician 

/sp 
Enclosure(s) 
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YPC Revised Fcrm i 

(THREE YEAR PAID UP LEASE) 
OIL AND GAS LEASE 

Form 345 
Hall-Poorbaugh Press, Inc. 

Roswell, New Mexico 

THIS AGREEMENT made this I4|TJ day of February 2004, but Effective September 21, 2004, between Jeri Alexander Lott, dealing io her sole and 

separate property, as Lessor (whether one or more), and YATES PETROLEUM CORPORATION-70%; YATES DRILLING COMPANY-10%, ABO PETROLEUM CORPORATION-

10% AND MYCO INDUSTRIES, INC-10%, as Lessee, WITNESSETH: 

1. Lessors in consideration of Ten and No/100 Dollars ($ \0.00 
) i n hand paid, of the royalties herein provided and of the agreements of Lessee herein contained, hereby grants, leases and lets exclusively unto Lessee for the purpose of investigating, 

exploring, prospecting, drilling and mining for and producing oil and gas, laying pipe lines, building roads, tanks, power stations, telephone lines and other structures thereon and on, over and 
across lands owned or claimed by Lessor adjacent and contiguous thereto, to produce, save, take care of, treat, transport, and own said products, and housing its employees, the following described 
land in Eddy County, New Mexico to-wit: 

Township 25 South. Ranee 26 East. NMPM 
Section 17: NW/4NE/4, E/2E/2 

2. Without reference to the commencement, prosecution or cessation at any time of drilling or other development operations and/or to the discovery, development or cessation at any time of 
production of oil or gas and without further payments than the royalties herein provided, and notwithstanding anything else herein contained to the contrary, this lease shall be for a term of three 
years from this date (called "primary term") and as long thereafter as oil or gas is produced from said land or land with which said land is pooled hereunder. 

3' 
' 1 Tin rnrnltin tn hr niijrl by Lessee are: (a) on oil, 1/4 of that produced and saved from said land, the same to be Jim mil nl llu . i l l In In Ih lil nil i in into the pipe line to which 

the wells may be i mini i Ii il. I i^iT~1ni|j' niimlinii to time purchase any royalty oil in ihiuij ii i nn | i iy llljl llu in m ' I price therefore prevailing for the field where produced on the date of 
purchase; (b) on gas, including casing head p i nrnTrTTTTnnrnii; -liHfwr**, p - ^ n f " i A a ™ i . " - i and sold, or used off the premises or for the extraction of gasoline or other product there from, 
the market value at the well of 1/4 " f p ° j^^ftiicrrrnT^ [,<»« » M *t th* th<- myalty ehall h> 1/4 of the amount realized from such sale; while there is a gas well on 
this lease or on acreage pooled therewith but gas isnoj-beifigsold or used, Tr-iii mi in Inntlrr nn pyiiltv nn or before ninety (90) days after the date on which said well is shut in and 
thereafter at annual intervals the sum of$\J)D-perame, and if such payment is made or tendered, this lease -mn nnrtrllllln Mi iinrl it -rill hr considered that gas is being produced from this lease in 
paying quantities. PaymentorJe»der"5fsaid shut-in gas royalty may be made by check or draft of Lessee mailed or delivered to the parties i nihil il llu n In nil III In finn llu il^Jiii i l payment is due. 
Lessee shall have ftee-oSSOToil, gas, coal and water from said land, except water from Lessor's wells, for all operations hereunder, and the royalty on oil and gas shall be compuTTll iflni ill ducting 
any so used*. 

4. Lessee, at its option, is hereby given the right and power to pool or combine the acreage covered by this lease, or any portion thereof as to oil and gas, or either of them, with other land, 
lease or leases in the immediate vicinity thereof to the extent, hereinafter stipulated, when in Lessee's judgment it is necessary or advisable to do so in order properly to explore, or to develop and 
operate said leased premises in compliance with the spacing rules ofthe New Mexico Oil Conservation Commission, or other lawful authority or when to do so would, in the judgment of Lessee, 
promote the conservation of oil and gas in and under and that may be produced from said premises. Units pooled for oil hereunder shall not substantially exceed 40 acres each in area, and units 
pooled for gas hereunder shall not substantially exceed in area 640 acres each plus a tolerance of 10% thereof, provided that should governmental authority having jurisdiction prescribe or permit 
the creation of units larger than those specified, units thereafter created may conform substantially in size with those prescribed by governmental regulations. Lessee under the provisions hereof 
may pool or combine acreage covered by this lease, or any portion thereof as above provided as to oil in any one or more strata and as to gas in any one or more strata. The units formed by pooling 
as to any stratum or strata need not conform in size or area with the unit or units into which the lease is pooled or combined as to any other stratum or strata, and oil units need not conform as to 
area with gas units. The pooling in one or more instances shall not exhaust the rights of the Lessee hereunder to pool this lease or portions thereof into other units. Lessee shall file for record in the 
appropriate records of the county in which the leased premises are situated an instrument describing and designating the pooled acreage as a pooled unit. Lessee may at its election exercise its 
pooling option after commencing operations for or completing an oil or gas well on the leased premises, and the pooled unit may include, but it is not required to include, land or leases upon which 
a well capable of producing oil or gas in paying quantities has theretofore been completed or upon which operations for the drilling of a well for oil or gas have theretofore been commenced. 
Operations for drilling on or production of oil or gas from any part of the pooled unit which includes all or a portion of the land covered by this lease regardless of whether such operations for 
drilling were commenced or such production was secured before or after the execution of this instrument or the instrument designating the pooled unit, shall be considered as operations for drilling 
on or production of oil and gas from land covered by this lease whether or not the well or wells be located on the premises covered by this lease, and the entire acreage constituting such unit or 
units, as to oil and gas, or either of them, as herein provided, shall be treated for all purposes, except the payment of royalties on production from the pooled unit, as if the same were included in 
this lease. For the purpose of computing the royalties to which owners of royalties and payments out of production and each of them, shall be entitled on production of oil and gas, or either of 
them, from the pooled unit, there shall be allocated to the land covered by this lease and included in said unit a pro rata portion ofthe oil and gas, or either of them, produced from the pooled unit 
after deducting that used for operations on the pooled units. Such allocation shall be on acreage basis-that is to say, there shall be allocated to the acreage covered by this lease and included in the 
pooled unit that pro rata portion of the oil and gas, or either of them, produced from the pooled unit which the number of surface acres covered by this lease and included in the pooled unit bears to 
the total number of surface acres included in the pooled unit. Royalties hereunder shall be computed on the portion of such production, whether it be oil and gas, or either of them, so allocated to 
the land covered by this lease and included in the unit just as though such production were from such land. The production from an oil well will be considered production from the lease or oil 
pooled unit from which it is producing and not as production from a gas pooled unit; and production from a gas well will be considered as production from the lease or gas pooled unit from which 
it is producing and not from an oil pooled unit. In addition to the foregoing, Lessee at its option is hereby given the right and power from time to time to commit said land or any part or formation 
or mineral substance covered hereby to any cooperative or unit agreement or plan of development and operation, and to any modifications thereof, which have been approved by the New Mexico 
Oil Conservation Commission or other lawful governmental authority. In such event, the royalty payable to Lessor hereunder shall be computed and paid on the basis ofthe oil or gas allocated to 
such land under the terms of any such agreement or plan of operation, which basis shall be the same by which the royalty due the United States or the State of New Mexico is computed and paid. 
This lease shall not expire during the life of such agreement or plan and shall be subject to the terms thereof and said agreement or plan of operation shall be filed with the New Mexico Oil 
Conservation Commission, or other lawful authority, and Lessee shall record in the county in which the leased premises are situated, an instrument describing such agreement or plan of operation 
and reflecting the commitment thereto, and the same may be recorded either before or after the completion of wells. 

5. If at the expiration of the primary term oil or gas is not being produced on said land, or from land pooled therewith, but Lessee is then engaged in drilling or reworking operations thereon, 
or shall have completed a dry hole thereon within 60 days prior to the end ofthe primary terms, the lease shall remain in force so long as operations on said well or for drilling or reworking of any 
additional well are prosecuted with no cessation of more than 60 consecutive days, and if they result in the production of oil or gas so long thereafter as oi l or gas is produced from said land, or 
from land pooled therewith. If, after the expiration of the primary term of this lease and after oil or gas is produced from said land, or from land pooled therewith, the production thereof should 
cease from any cause, this lease shall not terminate if Lessee commences operations for drilling or reworking within 60 days after the cessation of such production, but shall remain in force and 
effect so long as such operations are prosecuted with no cessation of more than 60 consecutive days, and if they result in the production of oil and gas, so long thereafter as oil or gas is produced 
from said land, or from land pooled therewith. Any pooled unit designated by Lessee in accordance with the terms hereof, may be dissolved by Lessee by instrument filed for record in the 
appropriate records of the county in which the leased premises are situated at any time after the completion of a dry hole or the cessation of production on said unit. In the event a well or wells 
producing oil or gas in paying quantities should be brought in on adjacent land and within 660 feet of and draining the lease premises, or land pooled therewith. Lessee agrees to drill such offset 
well or wells as a reasonably prudent operator would drill under the same or similar circumstances. Lessee may at any time execute and deliver to Lessor or place of record a release or releases 
covering any portion or portions of the above described premises and thereby surrender this lease as to such portion or portions and be relieved or all obligations as to the acreage surrendered. 

6. Lessee shall have the right at any time during or after the expiration of this lease to remove all property and fixtures placed by Lessee on said land, including the right to draw and remove 
all casing. When required by Lessor, Lessee will bury all pipelines below ordinary plow depth, and no well shall be drilled within two hundred feet of any residence or bam now on said land 
without Lessor's consent. 

7. The rights of either party hereunder may be assigned in whole or in part, and the provisions hereof shall extend to their heirs, successors and assigns but no change or division in ownership 
ofthe land or royalties, however accomplished, shall operate to enlarge the obligations or diminish the rights of Lessee; and no change or division in such ownership shall be binding on Lessee 
until thirty (30) days after Lessee shall have been furnished by registered U.S. mail at Lessee's principal place of business with a certified copy of recorded instrument or instruments evidencing 
same. In the event of assignment hereof in whole or in part liability for breach of any obligation hereunder shall rest exclusively upon the owner of this lease or of a portion thereof who commits 
such breach. If six or more parties become entitled to royalty hereunder, Lessee may withhold payment thereof unless and until furnished with a recordable instrument executed by all such parties 
designating an agent to receive payment for all. 

8. The breach by Lessee of any obligation arising hereunder shall not work a forfeiture or termination of this lease nor cause a termination or revision of the estate created hereby nor be 
grounds for cancellation hereof in whole or in part. In the event Lessor considers that operations are not at any time being conducted in compliance with this lease, Lessor shall notify Lessee in 
writing ofthe facts relied upon as constituting a breach hereof, and Lessee, if in default, shall have sixty days after receipt of such notice in which to commence the compliance with the obligations 
imposed by virtue of this instrument. After the discovery of oil or gas in paying quantities on said premises, Lessee shall develop the acreage retained hereunder as a reasonably prudent operator 
but in discharging this obligation it shall in no event by required to drill more than one well per forty (40) acres ofthe area retained hereunder and capable of producing oil in paying quantities and 
one well per 640 acres plus an acreage tolerance not to exceed 10% of640 acres of the area retained hereunder and capable of producing gas in paying quantities. 

9. Lessor hereby warrants and agrees to defend the title to said land and agrees that Lessee at its option may discharge any tax, mortgage or other lien upon said land either in whole or in part, 
and in event Lessee does so, it shall be subrogated to such lien with the right to enforce same and apply royalties accruing hereunder toward satisfying same Without impairment of Lessee's right 
under the warranty in event of failure of title, it is agreed that if Lessor owns an interest in the oil or gas on, in or under said land less than the entire fee simple estate, then the royalties to be paid 
Lessor shall be reduced proportionately. Should any one or more ofthe parties named as Lessors fail to execute this lease, it shall nevertheless be binding upon the party or parties executing the 
same. 

10. Should Lessee be prevented from complying with any express or implied covenant of this lease, from conducting drilling or reworking operations thereon or from producing oil or gas 
there from by reason of scarcity of or inability to obtain or to use equipment or material, or by operation of force majeure, any Federal or state law or any order, rule or regulation of governmental 
authority, then while so prevented, Lessee's obligation to comply with such covenant shall be suspended, and Lessee shall not be liable in damages for failure to comply therewith; and this lease 
shall be extended while and so long as Lessee is prevented by any such cause from conducting drilling or reworking operations on or from producing oil or gas from the leased premises; and the 
time while Lessee is so prevented shall not be counted against Lessee, anything in this lease to the contrary notwithstanding. 

A r t i c l e s 11 through 12 of t h i s O i l and Gas Lease are included i n Exhibit A. 
I WITNESS WHEREQE, this insttraienjjiexecuted on the-o>te fcrabowHwritten. 
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EXHIBIT A 
Exhibit A to that certain Oil and Gas Lease covering T25S R26E, Sec 17, NW4NE4, E2E2, Eddy County, 
New Mexico. 

11. Subject to the right of election reserved to Lessor to take its share of production in kind, the royalties 
to be paid by Lessee are twenty-five percent (25%) of eight-eighths (8/8ths) of: (a) the greater ofthe 
market value at the well or the amount realized from the sale of oil and liquid petroleum products 
recovered at the well and (b) the market value of gas produced from die Leased Premises detennined as 
follows: (i) at the well for gas sold at the well, (ii) at the point of sale for gas sold or used off the Leased 
Premises or (iii) on gas delivered to a processing plant, the market value at the tailgate of the plant to which 
the gas is delivered, plus the market value ofthe products recovered when such gas is processed; provided 
that on oil, gas and related hydrocarbons, the royalty shall never be less than twenty-five percent (25%) of 
the gross amount realized by Lessee from such sale. Royalty is to be paid on all payments received by Lessee 
under or as a result of a gas purchase contract, including, but not limited to reservation charges and, subject 
to credit to Lessee when gas for which payment has been made earlier is eventually produced, take-or-pay 
or contract settlement proceeds and amounts paid for gas not taken. Lessee shall have free use of oil and gas 
from said land for operations on the Leased Premises, and the royalty on oil and gas shall be computed after 
deducting any production so used. The royalties payable under this Lease shall be free and clear of costs or 
deductions for exploration, drilling, development, and production, including but not limited to, costs of 
marketing, dehydration, storage, compression, separation by mechanical means and stabilization of the 
hydrocarbons. 

If there is a gas well on the Leased Premises or on land pooled therewith capable of producing in 
paying quantities, but from which gas is not being sold, and in the absence of oil or other production from 
the Leased Premises or on land pooled therewith sufficient to maintain this Lease in full force and effect, 
this Lease shall be extended for a period of ninety (90) days from the date such well is or was shut-in, 
whereupon this Lease shall terminate unless Lessee shall pay to Lessor as royalty, a sum equal to Five 
Dollars ($5.00) per net acre covered by this Lease, which payment shall be made to Lessor at P.O. Box 58, 
Abilene, Texas 79604, on or before the ninetieth (90*) day from and after the date on which such well is or 
was shut-in, and annually thereafter a similar payment may be made on or before the anniversary date on 
which such well was shut-in. If such payment, or payments, are timely made, it shall be considered that gas 
is being produced in paving quantities from the Leased Premises under all the terms and provisions of this 
Lease (but only for so long as the well continues to be capable of producing in paying quantities); however, 
this Lease may not be maintained by shut-in payments more than two (2) (cumulative) years after the end of 
the primary term. Lessee shall be obligated to use diligence to market gas capable of being produced in 
paying quantities from a shut-in well. 

12. Notwithstanding any other provisions hereof at the end of the primary term, all acreage not included 
in a proration unit as designated by the New Mexico Oil Conservation Division and all depths 100 feet 
below the deepest producing horizon shall be automatically eliminated from this Lease and revert to Lessor, 
unless Lessee is drilling a well on the leased premises or on lands pooled therewith, in which event the 
Lease will be held in its entirety as long as not more than one hundred twenty (120) days elapse between 
the completion of one well and commencement of another. "Completion" shall be defined as (1) the date 
on which a dry hole is plugged or (2) the date certified to the New Mexico Oil Conservation Division as the 
date a well has been completed as a producing well, whichever be appropriate. "Commencement" shall be 
defined as the date drilling operations are commenced on the Leased premises or on lands pooled 
therewith. 
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105 South Fourth Street 
Artesia, NM 88210 

505-748-1471 
FAX 505-748-4572 

May 4, 2004 

Jeri Alexander Lott 
9102 Vicksburg Ave., #17 
Lubbock,TX 79424 

Re: Oil & Gas Lease 
Township 25 South. Range 26 East. NMPM 
Section 17: NW/4NE/4, E/2E/2 
Containing 200 acres, more or less 
Eddy County, New Mexico 

Mrs. Lott: 

Thank you for your response to our recent lease renewal offer. At this time, we are not able to accept 
the lease form and terms you provided. Enclosed please find two (2) copies of Oil and Gas Lease 
Form 342P, which we will accept. If the enclosed meets with your approval, please execute the lease 
before a notary public and return to this office. Upon receipt of the properly executed and notarized 
lease, we will issue a direct check to you, per your instructions. 

If you have any questions, please call me at (505) 748-4356. Thank you. 

Very truly yours, 

YATES PETROLEUNLCORPORATION 

Shirley Pruitt 
Land Technician 

/sp 
Enclosure(s) 
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OIL & GAS LEASE 

THIS AGREEMENT made this 4th day of May. 2004. but effective September 21. 2004 between Jeri Alexander Lott , dealing in her sole and separate property, as 
Lessor (whether one or more), and YATES PETROLEUM CORPORATION-70%; YATES DRILLING COMPANY-10%, ABO PETROLEUM CORPORATION-10% and MYCO 
INDUSTRIES, INC-10%, as Lessee: 

1. Lessor, In consideration of TEN AND OTHER DOLLARS in hand paid, receipt of which is here acknowledged, and ofthe royalties herein provided and ofthe agreements ofthe lessee 
herein contained, hereby grants, leases and lets exclusively unto lessee for the purpose of investigating, exploring, prospecting, drilling, and operating for and producing oil and gas. injecting gas, 
waters, other fluids, and air into subsurface strata laying pipelines, storing oil, building tanks, roadways, telephone lines, and other structures and things thereon to produce, save, take care of, treat, 
process, store and transport said minerals, the following described land in Eddv County, New Mexico, to-wit: 

Township 25 South. Ranee 26 East N.M.P.M. 
Section 17: NW/4NE/4, E/2E/2 

Said land is estimated to comprise 200.00 acres, whether it actually comprises more or less. 

2. Subject to the other provisions herein contained, this lease shall remain in force for a term of Three years from this date (called "primary term") and as long thereafter 
as oil or gas is produced from said land or from land with which said land is pooled. 

3. The royalties to be paid by lessee are: (a) on oil, and other liquid hydrocarbons saved at the well, l/4th of that produced and saved from said land, same to be 

delivered at the wells or to the credit of lessor in the pipeline to which the wells may be connected; (b) on gas, including casinghead gas or other gaseous substance 

produced from said land and used off the premises or used in the manufacture of gasoline or other products, the market value at the well of l/4th ofthe gas used, 

provided that on gas sold on or off the premises, the royalties shall be l/4th of the amount realized from such sale; (c) and at any time when this lease is 
not validated by other provisions hereof and there is a gas and/or condensate well on said land, or land pooled therewith, but gas or condensate is not being so sold or used and such well is shut in, 
either before or after production therefrom, then on or before 90 days after said well is shut in, and thereafter at annual intervals, lessee may pay or tender an advance shut-in royalty equal to $ 1.00 
per net acre of lessor's gas acreage then held under this lease by the party making such payment or tender, and so long as said shut-in royalty is paid or tendered, this lease shall not terminate and it 
shall be considered under all clauses hereof that gas is being produced from the leased premises in paying quantities. Each such payment shall be paid or tendered to the party or parties who at the 
time of such payment would be entitled to receive the royalties which would be paid under this lease if the well were in fact producing. The payment or tender of royalties and shut-in royalties may 
be made by check or draft. Any timely payment or tender of shut-in royalty which is made in a bona fide attempt to make proper payment, but which is erroneous in whole or in part as to parties or 
amounts, shall nevertheless be sufficient to prevent termination of this lease in the same manner as though a proper payment had been made if lessee shall correct such error within 30 days after 
lessee has received written notice thereof by certified mail from the party or parties entitled to receive payment together with such written instruments (or certified copies thereof) as are necessary to 
enable lessee to make proper payment The amount realized from the sale of gas on or off the premises shall be the price established by the gas sales contract entered into in good faith by lessee and 
gas purchaser for such term and under such conditions as are customary in the industry. "Price" shall mean the net amount received by lessee after giving effect to applicable regulatory orders and 
after application of any applicable price adjustments specified in such contract or regulatory orders. In tho ovent lessee oompresses, treats, purifies, or dehydrates suoh gao (whothor on or off the 
loasod prcmiooo) or transport) gas off tho leaned promiooo, losoeo in computing royalty hereunder may deduct from suoh prioo a roaoonable ohargo for oaoh of suoh Amotions performed; 

4. This is a paid-up lease and lessee shall not be obligated during the primary term hereof to commence or continue any operations of whatsoever character or to make any payments hereunder 
in order to maintain this lease in force during the primary term; however, this provision is not intended to relieve lesee of the obligation to pay royalties on actual production pursuant to the 
provisions or Paragraph 3 hereof. 

5. Lessee is hereby granted the right and power, from time to time, to pool or combine this lease, the land covered by it or any part or horizon thereof with any other land, leases, mineral 
estates or parts thereof for the production of oil or gas. Units pooled hereunder shall not exceed the standard proration unit fixed by law or by the Oil Conservation Division of the Energy and 
Minerals Department ofthe State of New Mexico or by any other lawful authority for the pool or area in which said land is situated, plus a tolerance of ten percent Lessee shall file written unit 
designations in the county in which the premises are located and such units may be designated from time to time and either before or after the completion of wells. Drilling operations on or 
production from any part of any such unit shall be considered for all purposes, except the payment of royalty, as operations conducted upon or production from tbe land described in this lease. There 
shall be allocated to the land covered by this lease included in any such unit that portion of the total production of pooled minerals from wells in the unit, after deducting any used in lease or unit 
operations, which the net oil or gas acreage in the land covered by this lease included in the unit bears to the total number of surface acres in the unit. The production so allocated shall be considered 
for all purposes, including the payment or delivery of royalty, to be the entire production of pooled minerals from the portion of said land covered hereby and included in said unit in the same 
manner as though produced from said land under the terms of this lease. Any pooled unit designated by lessee, as provided herein, may be dissolved by lessee by recording an appropriate instrument 
in the County where the land is situated at any time after the completion of a dry hole or the cessation of production on said unit. 

6. I f at the expiration ofthe primary term there is no well upon said land capable of producing oil or gas, but lessee has commenced operations for drilling or reworking thereon, this lease 
shall remain In force so long as operations are prosecuted with no cessation of more than 60 consecutive days, whether such operations be on the same we ll or on a different or additional well or 
wells, and i f they result in the production of oil or gas, so long thereafter as oil or gas is produced from said land. If, after the expiration ofthe primary term, all wells upon said land should become 
incapable of producing for any cause, this lease shall not terminate i f lessee commences operations for additional drilling or for reworking within 60 days thereafter. I f any drilling, additional 
drilling or reworking operations hereunder result in production, then this lease shall remain in full force so long thereafter as oil or gas is produced hereunder. 

7. Lessee shall have free use of oil, gas and water from said land, except water from lessor's wells and tanks, for all operations hereunder, and the royalty shall be computed after deducting 
any so used. Lessee shall have the right at any time during or after the expiration of this lease to remove all property and fixtures placed by lessee on said land, including the right to draw and 
remove all casing. When required by lessor, lessee will bury all pipe lines on cultivated lands below ordinary plow depth, and no well shall be drilled within two hundred feet (200 ft.) of any 
residence or barn now on said land without lessor's consent Lessor shall have the privilege, at his risk and expense, of using gas from any gas well on said land for stoves and inside lights in the 
principal dwelling thereon, out of any surplus gas not needed for operations hereunder. 

8. The rights of either party hereunder may be assigned in whole or in part and the provisions hereof shall extend to their heirs, executors, administrators, successors and assigns; but no 
change in the ownership ofthe land or in the ownership of, or rights to receive, royalties or shut-in royalties, however accomplished shall operate to enlarge the obligations or diminish the rights of 
lessee: and no such change or division shall be binding upon lessee for any purpose until 30 days after lessee has been furnished by certified mail at lessee's principal place of business with 
acceptable instruments or certified copies thereof constituting the chain of title from the original lessor. I f any such change in ownership occurs through the death ofthe owner, lessee may, at its 
option, pay or tender any royalties or shut-in royalties in the name of the deceased or to his estate or to his heirs, executor or administrator until such time as lessee has been furnished with evidence 
satisfactory to lessee as to the persons entitled to such sums. An assignment of this lease in whole or in part shall, to the extent of such assignment, relieve and discharge lessee of any obligations 
hereunder and, i f lessee or assignee of part or parts hereof shall fail or make default in the payment of the proportionate part of royalty or shut-in royalty due from such lessee or assignee or fail to 
comply with any of the provisions of this lease, such default shall not affect this lease insofar as it covers a part of said lands upon which lessee or any assignee thereof shall properly comply or 
make such payments. 

9. Should lessee be prevented from complying with any express or implied covenant of this lease, or from conducting drilling or reworking operations hereunder, or from producing oil or gas 
hereunder by reason of scarcity or inability to obtain or use equipment or material, or by operation of force majeure, or by any Federal or state law or any order, rule or regulation of governmental 
authority, then while so prevented, lessee's duty shall be suspended, and lessee shall not be liable for failure to comply therewith; and this lease shall be extended while and so long as lessee is 
prevented by any such cause from conducting drilling or reworking operations or from producing oil or gas hereunder, and the time while lessee is so prevented shall not be counted against lessee, 
anything in this lease to the contrary notwithstanding. 

10. Lessor horoby warrants and agrcos to dofond the title to said land and agrees that lessee at is option may discharge any tax, mortgage or other lien upon said land, and in the event lessee 
does so it shall be subrogated to such lien with the right to enforce same and to apply royalties and shut-in royalties payable hereunder toward satisfying same. Without impairment of lessee's rights 
under the warranty, i f this lease covers a less interest in the oil or gas in all or any part of said land than the entire and undivided fee simple estate (whether lessor's interest is herein specified or not) 
then the royalties, shut-in royalty, and other payments, i f any, accruing from any part as to which this lease covers less than such full interest, shall be paid only in the proportion which the interest 
therein, i f any, covered by this lease, bears to the whole and undivided fee simple estate therein. Should any one or more ofthe parties named above as lessors fail to execute this lease, it shall 
nevertheless be binding upon the party or parties executing the same. 

11. Lessee, its or his successors, heirs and assigns, shall have the right at any time to surrender this lease, in whole or in part, to lessor or his heirs, successors and assigns by delivering or 
mailing a release thereof to the lessor, or by placing a release thereof of record in the county in which said land is situated; thereupon lessee shall be relieved from all obligations, expressed or 
implied, of tbis agreement as to acreage so surrendered, and thereafter the shut-in royalty payable hereunder shall be reduced in the proportion that the acreage covered hereby is reduced by said 
release or releases. 

Articles 12, 13 and 14 of this Oil and Gas Lease are attached as Exhibit "A". 

Executed the day and year first above written. 

Jeri Alexander Lot t 
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Exhibit "A" 

Attached to and made a part of that certain Oil and Gas Lease dated May 4, 2004, by and between Jeri Alexnader Lott, 
dealing in her sole and separate property, as Lessor, and Yates Petroleum Corporation, Yates Drilling Company, Abo 
Petroleum Corporation and Myco Industries, Inc., as lessee, covering lands in Eddy County, New Mexico. 

12. Notwithstanding anything else to the contrary herein, payment of shut-in gas well royalties will not be permitted to 
maintain this Lease in force for a period greater than two consecutive years beyond the primary term, at which time this 
Lease shall automatically terminate. 

13. Notwithstanding any other provisions hereof, at the end of the primary term, all acreage not included in a proration 
unit as designated by the New Mexico Oil Conservation Division and all depths 100 feet below the deepest producing 
horizon shall be automatically eliminated from this Lease and revert to LESSOR, unless LESSEE is drilling a well on the 
leased premises or on lands pooled therewith, in which event the Lease will be held in its entirety as long as not more than 
one hundred twenty (120) days elapse between the completion of one well and the commencement of another. Completion 
shall be defined as (1) the date on which a dry hole is plugged or (2) the date certified to the New Mexico Oil Conservation 
Division as the date a well has been completed as a producing well, whichever be appropriate. "Commencement" shall be 
defined as the date drilling operations are commenced on the leased premises or on lands pooled therewith. 

14. As an addition to the terms hereof, it is expressly agreed that all royalty to be paid hereunder shall be delivered to 
LESSOR free of all costs of transportation, compression, processing, treatment, purification, dehydration, separation, 
stabilization, manufacturing, measuring or marketing the oil, gas or hydrocarbons covered by this lease. 



LN0R07 LEASE RECORD SHEET 
USER-TAMMYV WS-QPAPF"OOOJ 
9:38:34 3/08/2007 

PAGE 1 
10:&2:24 -"08/2002 

LEASE NUMBER - NM-000403-002513-F LEASE NAME LOTT, JERI ALEXANDER 

PROSPECT 000000 ACCT. LEASE 270387-001 

ACQ CODE 
COUNTY Sl EDD EDDY 
COUNTY #2 
STATE NM NEW MEXICO 
LEASE DATE 9/21/2001 
EFFECTIVE DATE 9/21/2001 
EXPIRATION DATE 9/20/2004 
PRIMARY TERM 3 YR 

BOOK.. 431 PAGE.. 971 SEC DATE... 10/05/2001 
BOOK.. PAGE.. REC DATE... 0/00/0000 

RECORD STATUS... CM COMPLETE LEASE RECORD 
LEASE TYPE X FEE LEASE 
ACQUISITION DATE. 9/21/2001 
LEASE/RENTAL STAT...PDU PAID UP LEASE 

ORIGINAL LESSOR JERI ALEXANDER LOTT, DEALING IN HER SOLEA AND SEPARATE PROPE 
ORIGINAL LESSEE YPC 
ACQUIRED - HOW SONUS PER ACRE... 100.00 

- FROM TOTAL BONUS 416.67 
LESSEE OF RECORD 

ACREAGES 
TOTAL 
DEVELOPED 
UNDEVELOPED.. 
NO TOTALIZE.. 

LSE GROSS LEASE NET 
200.00 4.17 

200.00 4.17 

OUR NET BASE ACRES 
LESSOR MI 
LESSOR RI 25000000 
TOTAL ORRI 
LEASE NRI 75000000 

LEGAL DESCRIPTION INFORMATION: 

SEQ TWP RNG SEC 

01 25S 26E 17 
NW4NE4, E2E2 

LOCATION 
LEGAL DESCRIPTION 

ABSTRACT * LSE GRS LSE NET 

200.00 4.1? 

TOTAL ACREAGE 200.00 4.17 

OWNERSHIP INFORMATION: 

OWNERt WORKING INTEREST OWNER GW1 

5000 ABO PETROLEUM CORPORATION .10000000 
640010 MYCO INDUSTRIES, INC. .10000000 
994100 YATES DRILLING COMPANY .10000000 
999900 YATES PETROLEUM CORPORATION .70000000 

TOTAL INTEREST 1.00000000 

OTHER CO LSE 
EXPIRED 

V 

SPECIAL FEATURES/WELL CROSS REFERENCE: 

HELD BY PROD. 
HELD BY UNIT. 
SHUT-IN PROV. 
PUGH CLAUSE.. 
REASMT OBLIG. 
UNIT CLAUSE.. 

2 TWO YR 
P PUGH 

SURFACE DAMAGES. 
MINIMUM ROYALTY. 
RENEWAL OPTION.. 
LESSER INTEREST. 
CONT. DRILLING.. 

POOLING..OIL 
REWORK DAYS 
MULTI-TRACT 
SLIDING ROYALTY. 

GAS 

DELAY RENTAL/SHUT-IN INFORMATION: 

RENTAL PAID BY SHUT-IN PAID BY 
RENTAL PER ACRE SHUT-IN PER ACRE 
RENTAL AMOUNT/TYPE SHUT-IN AMOUNT 
BANK FEE BANK FEE 
TOTAL RENTAL TOTAL SHUT-IN 
COMPANY SHARE COMPANY SHARE 
RENTAL DUE DATE 0/00/0000 SHUT-IN DUE DATE 0/00/0000 
PAYMENT FREQUENCY PAYMENT FREQUENCY 

HBP WELL NAME.. 
MULT/COMB CHECKS 

LEASE NUMBER - NM-000403-002513-F 



PETROLEUM 
CORPORATION 

105 South Fourth Street 
Artesia, NM 88210 

November 10, 2004 

Working Interest Owners 
Addressee List Attached 

CERTIFIED MAIL 
RETURN RECEIPT REQUESTED 

RE: Guitar BFL Com #1 well 
TownshiD 25 South, Ranae 26 East, NMPM 
Section 17: 990' FNL & 1980'FEL 
Eddy County, New Mexico 

Ladies and Gentlemen: 

Yates Petroleum Corporation, as operator, proposes to drill the captioned well pursuant to the 
prognosis on the Authority for Expenditure (AFE) and invites you to participate. 

Enclosed, please find two (2) copies of an AFE and one (1) copy of the Joint Operating 
Agreement (JOA) with one (1) additional signature page, covering the N/2 of Section 17. 

If the AFE and JOA meet with your approval, please sign and return one (1) executed copy of 
the AFE and the executed and notarized signature page of the JOA to our office. 

This well is on an accelerated scheduling and we request your immediate attention. 

Should you have any questions, please do not hesitate contacting me at 505-748-4400. 

Thank you. 

Very truly yours, 

YATES PETROLEUM CORPORATION 

Susan Vierra 
Associate Landman 

SV/am 
Enclosure (s) 



GUITAR BFL COM #1 
ADDRESSEE LIST 

Yates Petroleum Corporation, et al 
Attn: Susan Vierra 
105 South Fourth Street 
Artesia, NM 88210 

Murchison Oil & Gas, Inc, 
1100 Mira Vista Blvd. 
Piano, TX 75093-4698 

Anita Grissom Guitar^yp 
P.O. box 744 
Abilene, TX 79605 

James M. & Jerri Alexander 
P.O. Box 58 
Abilene, TX 79604 

Martha Jane Alexander Rhodes 
P.O. Box 58 
Abilene, TX 79604 

James Kelly Polk<£si£> 
12 Augusta 
Abilene, TX 79604 

Janis Lee Polk Harbour 
4400 Arcady 
Dallas, TX 75202 

Pressley Hudson Guitar 
P.O. box 5383 
Abilene, TX 79608-5383 

Brett Guitar Witherspoon Qfcs 
P.O. Box 100635 
Fort Worth, TX 76185 

Whitten Guitar Witherspoon 
3833 Arroyo Road 
Fort Worth, TX 76109 

Jeri Alexander Lott 
9102 Vicksburg Ave., #17 
Lubbock, TX 79356 

Ruth Ann Polk Caudle 
5616 Preston Fairway 
Dallas, TX 75252 

Marilyn Guitar Galusha 
P.O. Box 1438 
Abilene, TX 79604 

John Guitar Witherspoon, Jr. 
7404 Lemonwood Drive 
Fort Worth, TX 76133-7012 

Wende Witherspoon Morgan 
1720 Southwicke 
Flower Mound, TX 75022 

Kelly Woods Leach 
312 Greatview Circle 
Birmingham, AL 35226-2320 



11-8-04 

TE5 
PETROLEUM 
CDRPDRHTIDN 

AUTHORITY FOR EXPENDITURE 
NEW DRILLING, RECOMPLETION & RE-ENTRY 

AFE Type: Well Objective: Well Type: 
105 SOUTH FOURTH STREET 

ARTESIA, NEW MEXIC088210 
TELEPHONE (50S) 748-1471 

X New Drilling 
Recompletion 
Re-entry 

X Oil 
X Gas 

Injector 

X Development 
Exploratory 

AFE NO. 
AFE DATE 

AFE STATUS: 
Original 
Revised 
Final 
Supplemental 

04-542-0 

10/29/04 
AFEND (rev 6/98) 

LEASE NAME Guitar BFL Com. #1 PROJ'D DEPTH 12,000' 
COUNTY Eddy STATE New Mexico 
FIELD HORIZON Morrow 
LOCATION Section 17 T25S-R26E, 990' N & 1980* E 

DIVISION CODE 
DISTRICT CODE 
BRANCH CODE 

100 DIVISION NAME Oil & Gas Division 
DISTRICT NAME 
BRANCH NAME 

PROGNOSIS: New well drilled to 12,000' to test all formations 

INTANGIBLE DRILLING COSTS: 
920-100 Staking, Permit & Legal Fees 
920-110 Location, Right-of-Way 
920-120 Drilling, Footage 
920-130 Drilling, Daywork & fuel" " 'w d ^ 
920-140 Drilling Water, Fasline Rental 
920-150 Drilling Mud & Additives 
920-160 Mud Logging Unit, Sample Bags 
920-170 Cementing - Surface Casing & ?R )p*?.*IP.® '̂]?*?_ 
920-180 Drill Stem Testing, OHT 
920-190 Electric Logs & Tape Copies 
920-200 Tools & Equip. Rntl., Trkg. & Welding 
920-205 Control of Well-Insurance 
920-210 Supervision & Overhead 
920-230 Coring, Tools & Service 
920-240 Bits, Tool & Supplies Purchase 
920-350 Cementing - Production Casing 
920-410 Completion Unit - Swabbing 
920-420 Water for Completion 
920-430 Mud & Additives for Completion 
920-440 Cementing - Completion 
920-450 Elec. Logs, Testing, Etc. - Completion 
920-460 Tools & Equip. Rental, Etc. - Completion 
920-470 Stimulation for Completion 
920-480 Supervision & O/H - Completion 
920-490 Additional LOC Charges - Completion 
920-510 Bits, Tools & Supplies - Completion 
920-500 Contingency for Completion 

TOTAL INTANGIBLE DRILLING COSTS 

DRY HOLE COMP'D WELL 
3,000 3,000 

35,000 35,000 

647,000 647,000 
35,000 35,000 
45,000 45,000 
30,000 30,000 
75,000 75,000 

60,000 60,000 
125,000 125,000 

5,000 5,000 
50,000 50,000 

80,000 80,000 
40,000 
30,000 
5,000 
1,000 

20,000 
50,000 

100,000 
1,500 

10,000 
1,500 

1,190,000 1,449,000 

TANGIBLE EQUIPMENT COSTS: 
930-010 Christmas Tree & Wellhead 5,000 30,000 
930-020 Casing 13 3/8" @ 400' 11,000 11,000 

9 5/8" @ 1,800* 27,000 27,000 
7" @ 8,600" 108,000 108,000 
41/2" 12,000' 85,500 

930-030 Tubing 2 3/8" @ 11,800" 49,000 
930-040 Packer & Special Equipment 
940-010 Pumping Equipment 
940-020 Storage Facilities 15,000 
940-030 Separation Equip., Flowlines, Misc. 75,000 
940-G40 Trucking & Construction Costs 15,000 

TOTAL TANGIBLE EQUIPMENT COSTS 151,000 415,500 

TOTAL COSTS 1,341,000| 1,864,500 

APPROVAL OF THIS AFE CONSTITUTES APPROVAL OF OPERATOR'S OPTION TO CHARGE THE JOINT ACCOUNT WITH 
TUBULAR GOODS FROM THE OPERATOR'S WAREHOUSE STOCK AT THE RATES STATED ABOVE. 

Prepared By Operations 
SV Jeremiah Mullen Approval 

YAftfS PETROLEUM CORPORATION 

BYyyyyy^y^yyyy^yy^y :::::X:DATE:::::::::::::::::::::::::::::::::::X:; 

20.551875% 

YATES DRILLING COMPANY 

BY 
10.793125% 

ABO PETROLEUM CORPORATION I 10.793125% 

MYCO INDUSTRIES, IflC. 
BYyyyyy WyyyiWtE< 

I 10.793125% 



GUITAR BFL COM #1 
T25S-R26E- SECTION 17 
990' FNL & 1980' FEL 
EDDY COUNTY, NEW MEXICO 

AFE # 04-542-0 
DATE: 11/8/04 
Page 2 

SHARE 

MURCHISON OIL & GAS, INC. 

BY: DATE 

EARL B. GUITAR, SR. & ANITA GRISSOM GUITAR, REVOCABLE LIVING TRUST, 
ANITA GRISSOM GUITAR, SOLE TRUSTEE 

mm 
JAMES M. ALEXANDER & JERRI ALEXANDER 

BY: DATE 

BY: DATE 

JERI ALEXANDER LOTT 

BY; DATE 

JAMES KELLY POLK 

BY: DATE 

RUTH ANN POLK CAUDLE 

BY:! :DATE: 

JANIS LEE PO LK HAR J30UR 

fiY':;:: IDATE::' 

MARILYN GUITAR GALUSHA TRUST, MARILYN GUITAR GALUSHA, TRUSTEE 

BY; DATE 

PRESSLEY HUDSON GUITAR 

BY: DATE 

JOHN GUITAR WITHERSPOON, JR. 

BY:i^:|: m 
BRETT GUITAR WITHERSPOON 

BY; DATE 

WENDE WITHERSPOON MORGAN 

BY: DATE 

KELLY WOODS LEACH 
BY: DATE 

37.500000% 

2.343750% 

0.781250% 

MARTHA JANE ALEXANDER RHODES 0.781250% 

DATE 

0.781250% 

0.781250% 

0.781250% 

0.781250% 

0.584375% 

0.584375% 

0.293750% 

0.293750% 

0.293750% 

WHITTEN GUITAR WITHERSPOON 0.293750% 

0.193750% 

TOTAL 100.000000% 
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M A R T I N Y A T E S , III 
1912 - 1985 

F R A N K W. Y A T E S 
1936-1986 

PETROLEUM 
CORPORATION 

105 SOUTH FOURTH STREET 

ARTESIA. N E W MEXICO 8 8 2 1 0 - 2 1 1 8 

TELEPHONE (505) 748-U7i 

S. P. Y A T E S 
CHAIRMAN OF THE BOARD 

J O H N A . Y A T E S 
PRESIDENT 

P E Y T O N Y A T E S 
EXECUTIVE VICE PRESIDENT 

R A N D Y G. P A T T E R S O N 
SECRETARY 

DENNIS G. K I N S E Y 
TREASURER 

November 30, 2004 

Jeri Alexander Lott 
9102 Vicksburg Ave., #17 
Lubbock, TX 79424 

RE: Guitar BFL Com #1 
Township 25 South. Range 26 East. NMPM 
Section 17: N/2 
Eddy County, New Mexico 

Ms. Lott: 

I have had several phone calls from many family members concerning either 1) lease options for mineral rights in the 
above captioned acreage or 2) participation in the drilling ofthe Guitar BFL Com # 1 . 

You have been sent an AFE to participate in the drilling of the Guitar well as an unleased mineral owner. Also 
included with the AFE was the operating agreement covering the 320-acre spacing unit in the North V2 of section 17. 

Since the receipt of the AFE and Operating Agreement, I have had several phone calls to discuss the possibility to 
lease your minerals rather than taking a working interest in this well. The renewal period has expired for your 
previous leases; therefore all previous negotiations are off the table. 

Enclosed please find Yates Petroleum Corporation standard three (3) year paid up lease form, containing a 1A royalty 
for your net mineral acre interest. Should you elect to execute this lease, as is, you will receive the $100.00 per net 
acre bonus upon our receipt. The terms and conditions of the lease are not negotiable, as Yates Petroleum 
Corporation will be proceeding with the drilling ofthe Guitar well immediately. 

Please return either the executed lease form, as is, or the executed AFE and Operating Agreement at your earliest 
convenience, as to avoid a force-pooling situation. 

Should you have any questions, I can be reached at 505-748-4400. 

Thank you for your consideration. 

Very truly yours, 

YATES PETROLEUM CORPORATION 

/sv 
Enclosure(s) 

Susan Vierra 
Associate Landman 



Producers 88 Rev. (3 Year Lease) 5-96 

YPC Revised Form 

(THREE YEAR PAID UP LEASE) 
O I L AND GAS LEASE 

Form 345 

Hall-Poorbaugh Press, Inc. 

Roswell, New Mexico 

THIS AGREEMENT made this 30th day of November. 2004, and Effective November 30, 2004, between Jeri Alexander Lott, dealing in her sole and separate 

property, as Lessor (whether one or more), and VATES PETROLEUM CORPORATION-70%; YATES DRILLING COMPANY-10%, ABO PETROLEUM CORPORATION-10% AND 

SHARBRO OIL LIMITED CO MPANY.-10%, as Lessee, WITNESSETH: 

1. Lessors in consideration of Ten and No/100 Dollars <% 10.00 ) in 

hand paid, of the royalties herein provided and of the agreements of Lessee herein contained, hereby grants, leases and lets exclusively unto Lessee for the purpose of investigating, exploring, 

prospecting, drilling and mining for and producing oil and gas, laying pipe lines, building roads, tanks, power stations, telephone lines and other structures thereon and on, over and across lands owned 

or claimed by Lessor adjacent and contiguous thereto, to produce, save, take care of, treat, transport, and own said products, and housing its employees, the following described land in 

Eddy County, New Mexico to-wit: 

Township 25 South. Range 26 East NMPM 
Section 17: NW/4NE/4, E/2E/2 
Containing 200.00 acres, more or less 

2. Without reference to the commencement, prosecution or cessation at any time of drilling or other development operations and/or to the discovery, development or cessation at any time of 
production of oil or gas and without further payments than the royalties herein provided, and notwithstanding anything else herein contained to the contrary, this lease shall be for a term of three years 
from this date (called "primary term") and as long thereafter as oil or gas is produced from said land or land with which said land is pooled hereunder. 

3. The royalties to be paid by Lessee are: (a) on oil, 1/4 of that produced and saved from said land, the same to be delivered at the wells or to the credit of Lessor into the pipe line to which the 
wells may be connected; Lessee may from time to time purchase any royalty oil in its possession, paying the market price therefore prevailing for the field where produced on the date of purchase; (b) 
on gas, including casing head gas or other gaseous substance, produced from said land, and sold, or used off the premises or for the extraction of gasoline or other product there from, the market value 
at the well of 1/4 of the gas so sold or used, provided that on gas sold at the wells the royalty shall be 1/4 of the amount realized from such sale; while there is a gas well on this lease or on 
acreage pooled therewith but gas is not being sold or used, Lessee may pay or tender as royalty, on or before ninety (90) days after the date on which said well is shut in and thereafter at annual 
intervals the sum of $1.00 per acre, and if such payment is made or tendered, this lease shall not terminate and it will be considered that gas is being produced from this lease in paying quantities. 
Payment or tender of said shut-in gas royalty may be made by check or draft of Lessee mailed or delivered to the parties entitled thereto on or before the date said payment is due. Lessee shall have 
free use of oil, gas, coal and water from said land, except water from Lessor's wells, for all operations hereunder, and the royalty on oil and gas shall be computed after deducting any so used. 

4. Lessee, at its option, is hereby given the right and power to pool or combine the acreage covered by this lease, or any portion thereof as to oil and gas, or either of them, with other land, lease 
or leases in the immediate vicinity thereof to the extent, hereinafter stipulated, when in Lessee's judgment it is necessary or advisable to do so in order properly to explore, or to develop and operate 
said leased premises in compliance with the spacing rules of the New Mexico Oil Conservation Commission, or other lawful authority or when to do so would, in the judgment of Lessee, promote the 
conservation of oil and gas in and under and that may be produced from said premises. Units pooled for oil hereunder shall not substantially exceed 40 acres each in area, and units pooled for gas 
hereunder shall not substantially exceed in area 640 acres each plus a tolerance of 10% thereof, provided that should governmental authority having jurisdiction prescribe or permit the creation of units 
larger than those specified, units thereafter created may conform substantially in size with those prescribed by governmental regulations. Lessee under the provisions hereof may pool or combine 
acreage covered by this lease, or any portion thereof as above provided as to oil in any one or more strata and as to gas in any one or more strata. The units formed by pooling as to any stratum or 
strata need not conform in size or area with the unit or units into which the lease is pooled or combined as to any other stratum or strata, and oil units need not conform as to area with gas units. The 
pooling in one or more instances shall not exhaust the rights of the Lessee hereunder to pool this lease or portions thereof into other units. Lessee shall file for record in the appropriate records of the 
county in which the leased premises are situated an instrument describing and designating the pooled acreage as a pooled unit. Lessee may at its election exercise its pooling option after commencing 
operations for or completing an oil or gas well on the leased premises, and the pooled unit may include, but it is not required to include, land or leases upon which a well capable of producing oil or gas 
in paying quantities has theretofore been completed or upon which operations for the drilling of a well for oil or gas have theretofore been commenced. Operations for drilling on or production of oil or 
gas from any part of the pooled unit which includes all or a portion of the land covered by this lease regardless of whether such operations for drilling were commenced or such production was secured 
before or after the execution of this instrument or the instrument designating the pooled unit, shall be considered as operations for drilling on or production of oil and gas from land covered by this lease 
whether or not the well or wells be located on the premises covered by this lease, and the entire acreage constituting such unit or units, as to oil and gas, or either of them, as herein provided, shall be 
treated for all purposes, except the payment of royalties on production from the pooled unit, as i f the same were included in this lease. For the purpose of computing the royalties to which owners of 
royalties and payments out of production and each of them, shall be entitled on production of oil and gas, or either of them, from the pooled unit, there shall be allocated to the land covered by this 
lease and included in said unit a pro rata portion of the oil and gas, or either of them, produced from the pooled unit after deducting that used for operations on the pooled units. Such allocation shall be 
on acreage basis-that is to say, there shall be allocated to the acreage covered by this lease and included in the pooled unit that pro rata portion of the oil and gas, or either of them, produced from the 
pooled unit which the number of surface acres covered by this lease and included in the pooled unit bears to the total number of surface acres included in the pooled unit. Royalties hereunder shall be 
computed on the portion of such production, whether it be oil and gas, or either of them, so allocated to the land covered by this lease and included in the unit just as though such production were from 
such land. The production from an oil well will be considered production from the lease or oil pooled unit from which it is producing and not as production from a gas pooled unit; and production from 
a gas well will be considered as production from the lease or gas pooled unit from which it is producing and not from an oil pooled unit In addition to the foregoing, Lessee at its option is hereby given 
the right and power from time to time to commit said land or any part or formation or mineral substance covered hereby to any cooperative or unit agreement or plan of development and operation, and 
to any modifications thereof, which have been approved by the New Mexico Oil Conservation Commission or other lawful governmental authority. In such event, the royalty payable to Lessor 
hereunder shall be computed and paid on the basis of the oil or gas allocated to such land under the terms of any such agreement or plan of operation, which basis shall be the same by which the 
royalty due the United States or the State of New Mexico is computed and paid. This lease shall not expire during the life of such agreement or plan and shall be subject to the terms thereof and said 
agreement or plan of operation shall be filed with the New Mexico Oil Conservation Commission, or other lawful authority, and Lessee shall record in the county in which the leased premises are 
situated, an instrument describing such agreement or plan of operation and reflecting the commitment thereto, and the same may be recorded either before or after the completion of wells. 

5. I f at the expiration of the primary term oil or gas is not being produced on said land, or from land pooled therewith, but Lessee is then engaged in drilling or reworking operations thereon, or 
shall have completed a dry hole thereon within 60 days prior to the end of the primary terms, the lease shall remain in force so long as operations on said well or for drilling or reworking of any 
additional well are prosecuted with no cessation of more than 60 consecutive days, and if they result in the production of oil or gas so long thereafter as oil or gas is produced from said land, or from 
land pooled therewith. If, after the expiration of the primary term of this lease and after oil or gas is produced from said land, or from land pooled therewith, the production thereof should cease from 
any cause, this lease shall not terminate i f Lessee commences operations for drilling or reworking within 60 days after the cessation of such production, but shall remain in force and effect so long as 
such operations are prosecuted with no cessation of more than 60 consecutive days, and if they result in the production of oil and gas, so long thereafter as oil or gas is produced from said land, or from 
land pooled therewith. Any pooled unit designated by Lessee in accordance with the terms hereof, may be dissolved by Lessee by instrument filed for record in the appropriate records of the county in 
which the leased premises are situated at any time after the completion of a dry hole or the cessation of production on said unit In the event a well or wells producing oil or gas in paying quantities 
should be brought in on adjacent land and within 660 feet of and draining the lease premises, or land pooled therewith. Lessee agrees to drill such offset well or wells as a reasonably prudent operator 
would drill under the same or similar circumstances. Lessee may at any time execute and deliver to Lessor or place of record a release or releases covering any portion or portions of the above 
described premises and thereby surrender this lease as to such portion or portions and be relieved or all obligations as to the acreage surrendered. 

6. Lessee shall have the right at any time during or after the expiration of this lease to remove all property and fixtures placed by Lessee on said land, including the right to draw and remove all 
casing. When required by Lessor, Lessee will bury all pipelines below ordinary plow depth, and no well shall be drilled within two hundred feet of any residence or bam now on said land without 
Lessor's consent 

7. The rights of either party hereunder may be assigned in whole or in part, and the provisions hereof shall extend to their heirs, successors and assigns but no change or division in ownership of 
the land or royalties, however accomplished, shall operate to enlarge the obligations or diminish the rights of Lessee; and no change or division in such ownership shall be binding on Lessee until thirty 
(30) days after Lessee shall have been furnished by registered U.S. mail at Lessee's principal place of business with a certified copy of recorded instrument or instruments evidencing same. In the event 
of assignment hereof in whole or in part liability for breach of any obligation hereunder shall rest exclusively upon the owner of this lease or of a portion thereof who commits such breach. I f six or 
more parties become entitled to royalty hereunder, Lessee may withhold payment thereof unless and until furnished with a recordable instrument executed by all such parties designating an agent to 
receive payment for all. 

8. The breach by Lessee of any obligation arising hereunder shall not work a forfeiture or termination of this lease nor cause a termination or revision ofthe estate created hereby nor be grounds 
for cancellation hereof in whole or in part. In the event Lessor considers that operations are not at any time being conducted in compliance with this lease, Lessor shall notify Lessee in writing of the 
facts relied upon as constituting a breach hereof, and Lessee, i f in default, shall have sixty days after receipt of such notice in which to commence the compliance with the obligations imposed by virtue 
of this instrument After the discovery of oil or gas in paying quantities on said premises, Lessee shall develop the acreage retained hereunder as a reasonably prudent operator but in discharging this 
obligation it shall in no event by required to drill more than one well per forty (40) acres ofthe area retained hereunder and capable of producing oil in paying quantities and one well per 640 acres plus 
an acreage tolerance not to exceed 10% of640 acres of the area retained hereunder and capable of producing gas in paying quantities. 

9. Lessor hereby warrants and agrees to defend the title to said land and agrees that Lessee at its option may discharge any tax, mortgage or other hen upon said land either in whole or in part, and 
in event Lessee does so, it shall be subrogated to such hen with the right to enforce same and apply royalties accruing hereunder toward satisfying same Without impairment of Lessee's right under the 
warranty in event of failure of title, it is agreed that i f Lessor owns an interest in the oil or gas on, in or under said land less than the entire fee simple estate, then the royalties to be paid Lessor shall be 
reduced proportionately. Should any one or more of the parties named as Lessors fail to execute this lease, it shall nevertheless be binding upon the party or parties executing the same. 

10. Should Lessee be prevented from complying with any express or implied covenant of this lease, from conducting drilling or reworking operations thereon or from producing oil or gas there 
from by reason of scarcity of or inability to obtain or to use equipment or material, or by operation of force majeure, any Federal or state law or any order, rule or regulation of governmental authority, 
then while so prevented, Lessee's obligation to comply with such covenant shall be suspended, and Lessee shall not be liable in damages for failure to comply therewith; and this lease shall be 
extended while and so long as Lessee is prevented by any such cause from conducting drilling or reworking operations on or from producing oil or gas from the leased premises; and the time while 
Lessee is so prevented shall not be counted against Lessee, anything in this lease to the contrary notwithstanding. 

IN WITNESS WHEREOF, this instrument is executed on the date first above written. 

Jeri Alexander Lott 



INDIVIDUAL ACKNOWLEDGMENT 

STATE OF ) 

)ss 

COUNTY OF ) 

This instrument was acknowledged before me this day of , 2004, 

by Jeri Alexander Lott 

My commission expires 

Notary Public 

ACKNOWLEDGMENT 

STATE OF ) 

)ss. 

COUNTY OF ) 

This instrument was acknowledged before me this day of 2004, 

by as 

for 

My commission expires 

Notary Public 

INDIVIDUAL ACKNOWLEDGMENT 

STATE OF ) 

)ss. 

COUNTY OF ) 

This instrument was acknowledged before me this day of : 2004. 

By 

My commission expires 

Notary Public 
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Guitar BFL Com #1 
Township 25 South, Range 26 East, NMPM 
Section 17: N/2 
Eddy County, New Mexico 

Mineral Owner: James Kelly Polk 
12 Augusta 
Abilene, TX 79606 

Net Acres in N/2 Spacing Unit 
Percent Working Interest in Unit 
Previous Lease dated: 
Expiration: 

2.5 
0.781250% 

10/5/01 (Estate of Mary Guitar Polk) 
10/4/04 

Lease Renewal and Correspondence Timeline 
3/9/04 Offer letter sent to renew previous lease: 

Estate of Mary Guitar Polk 
c/o James K. Polk 
Terms: 3-year term 

$100.00 bonus/acre 
1/4 royalty 

4/5/04 Received signed acceptance to renew lease as per terms offered. 

4/5/04 Sent lease documents and bank draft as per terms accepted. 

10/28/04 Received executed lease as per term offered. 
Also received Deed of Distribution from Estate to 3 heirs - need to void 

this lease, send offer to each of 3 heirs. 

10/28/04 Expired lease under the Estate of Mary Guitar Polk 

11/5/04 Sent lease documents under the above agreed terms, 1/3 interest from 

Estate of Mary Guitar Polk 

Current No response from Mr. Polk concerning.lease 

11/10/04 Sent AFE to participate in the drilling of the Guitar BFL Com #1. 

11/16/04 Received certified receipt of sent AFE. 

11/30/04 Final offer sent: 
Option 1: Sign AFE to participate in drilling of well 
Option 2: Enclosed Yates lease form (no modifications) 

3-year term 
$100.00 bonus/acre 
1/4 royalty 

12/2/04 Received certified receipt of sent final offer. 

BEFORE THE OIL CONSERVAITON DIVISION 
Santa Fe, New Mexico 

Case No. 13398 Exhibit 3-D 
Submitted by: 

Yates Petroleum Corporation 
Hearing Date: January 6. 2005 



PETROLEUM 
CDRPDRHTIDN 

Op I2JEJULU 
V •••• 3 2004 fil 

Ji 

105 South Fourth Street 
Artesia, NM 88210 

505-748-1471 
FAX 505-748-4572 

March 9, 2004 

Estate of Mary Guitar Polk 
c/o James K. Polk 
12 Augusta Court 
Abilene, TX 79604 

Mr. Polk: 

RE: Oil & Gas Lease 
Township 25 South. Ranqe 26 East, NMPM 
Section 17: NW/4NE/4, E/2E/2 
Eddy County, New Mexico 

Yates Petroleum Corporation would like to extend an offer to re-new your lease in the captioned acreage, 
subject to the following terms: 

1. A Paid-up Three (3) Year Oil and Gas Lease; 

2. A bonus consideration of $100.00 per acre for the 12.5 net mineral acres; 

3. A royalty reservation of 1/4th of 8/8ths on all oil and gas produced from the leased lands; 

4. Offer will expire at office closing on April 9, 2004. 

5. Title acceptable to Yates Petroleum Corporation. 

If the above meets with your approval, please execute below and return to this office at your earliest 
convenience. If you have any questions regarding this matter, please call me at (505) 748-4356. 

Thank you. 
Very truly yours, 
Yates Petroleum Corporation 

Shirley Pruitt 
Land Technicic 

/ s p v / AGREED and ACCEPTED this -J ' day of. 
Estate of Mary Guitar Polk 

2004 



PETROLEUM 
CORPORATION 

105 South Fourth Street 
Artesia, NM 88210 

505-748-1471 
FAX 505-748-4572 

April 5, 2004 

Estate of Mary Guitar Polk 
c/o James K. Polk 
12 Augusta Court 
Abilene, TX 79604 

Re: Oil & Gas Lease 
Township 25 South, Ranqe 26 East. NMPM 
Section 17: NW/4NE/4, E/2E/2 
Eddy County, New Mexico 

Mr. Polk: 

Enclosed are two (2) copies of our Paid-up Oil and Gas Lease, three (3) year term, providing for a 1/4 
royalty, covering your interest in the captioned lands. Also enclosed is one (1) draft in the amount of 
$1250.00 which is full bonus consideration of $100.00 per acre for your 12.5 net mineral acre interest. 

If the above meets with your approval, please execute the Oil and Gas Lease before a Notary Public. 
Also endorse the draft and send it for collection through your bank, together with the lease to the 
address below: 

Or you may void the draft and send the executed and notarized lease, with the voided draft, 
directly back to me at the Yates Petroleum Corporation address and I will return to you a direct 
check. 

If you have any questions, please call me at (505) 748-4356. Thank you. 

First National Bank of Artesia 
P O Drawer AA 
Artesia, New Mexico 88210 
Attention: Collection Department 

Very truly yours, 

/sp 
Enclosure(s) 



Thirty (30) Banking Days From Sight Subject 
To Approval Of Title With Lease Attached 

ARTESIA, NEW MEXICO April 5. 2004 

PAY TO THE 
ORDER OF 
Estate of Mary Guitar Polk. James Kelly Polk, Executor $1250.00 

One Thousand Two Hundred Fifty and 00/100 DOLLARS 
VALUE RECEIVED AND CHARGE TO ACCOUNT OF WITH EXCHANGE 

TO: First National Bank of Artesia YATES PETROLEU!^lC£tRPORATION 
Artesia, New Mexico 88210 V ^ ^ f l / " rf v ^. 
Acct. of Yates Petroleum Corporation ^ r y > ^ J ^ ^ ^ ^ < y 

Shirley Pruitt, La^Tecnnician 



Producers 88 Rev. (3 Ye^r Lease) 5-96 

YPC Revised Form , , 

(THREE YEAR PAID UP LEASE) 
O I L AND GAS LEASE 

Form 345 

Hall-Poorbaugh Press, Inc. 
Roswell, New Mexico 

THIS AGREEMENT made this 5th day of April. 2004, but Effective October 5, 2004, between Estate of Mary Guitar Polk, James Kelly Polk, 

Executor, as Lessor (whether one or more), and YATES PETROLEUM CORPORATION-70%; YATES DRILLING COMPANY-10%, ABO PETROLEUM CORPORATION-10% AND 

MYCO INDUSTRIES, INC-10%, as Lessee, WITNESSETH: 

1. Lessors in consideration of Ten and No/100 Dollars ($ 10.00 

) in hand paid, of the royalties herein provided and of the agreements of Lessee herein contained, hereby grants, leases and lets exclusively unto Lessee for the purpose of investigating, 

exploring, prospecting, drilling and mining for and producing oil and gas, laying pipe lines, building roads, tanks, power stations, telephone lines and other structures thereon and on, over and 

across lands owned or claimed by Lessor adjacent and contiguous thereto, to produce, save, take care of, treat, transport, and own said products, and housing its employees, the following described 

land in Eddy County, New Mexico to-wit: 

Township 25 South. Range 26 East. NMPM 
Section 17: NW/4NE/4, E/2E/2 

2. Without reference to the commencement, prosecution or cessation at any time of drilling or other development operations and/or to the discovery, development or cessation at any time of 
production of oil or gas and without further payments than the royalties herein provided, and notwithstanding anything else herein contained to the contrary, this lease shall be for a term of three 
years from this date (called "primary term") and as long thereafter as oil or gas is produced from said land or land with which said land is pooled hereunder. 

3. The royalties to be paid by Lessee are: (a) on oil, 1/4 of that produced and saved from said land, the same to be delivered at the wells or to the credit of Lessor into the pipe line to which 
the wells may be connected; Lessee may from time to time purchase any royalty oil in its possession, paying the market price therefore prevailing for the field where produced on the date of 
purchase; (b) on gas, including casing head gas or other gaseous substance, produced from said land, and sold, or used off the premises or for the extraction of gasoline or other product there from, 
the market value at the well of J74 of the gas so sold or used, provided that on gas sold at the wells the royalty shall be 1/4 of the amount realized from such sale; while there is a gas well on 
this lease or on acreage pooled therewith but gas is not being sold or used, Lessee may pay or tender as royalty, on or before ninety (90) days after the date on which said well is shut in and 
thereafter at annual intervals the sum of $ 1.00 per acre, and i f such payment is made or tendered, this lease shall not terminate and it will be considered that gas is being produced from this lease in 
paying quantities. Payment or tender of said shut-in gas royalty may be made by check or draft of Lessee mailed or delivered to the parties entitled thereto on or before the date said payment is due. 
Lessee shall have free use of oil, gas, coal and water from said land, except water from Lessor's wells, for all operations hereunder, and the royalty on oil and gas shall be computed after deducting 
any so used. 

4. Lessee, at its option, is hereby given the right and power to pool or combine the acreage covered by this lease, or any portion thereof as to oil and gas, or either of them, with other land, 
lease or leases in the immediate vicinity thereof to the extent, hereinafter stipulated, when in Lessee's judgment it is necessary or advisable to do so in order properly to explore, or to develop and 
operate said leased premises in compliance with the spacing rules of the New Mexico Oil Conservation Commission, or other lawful authority or when to do so would, in the judgment of Lessee, 
promote the conservation of oil and gas in and under and that may be produced from said premises. Units pooled for oil hereunder shall not substantially exceed 40 acres each in area, and units 
pooled for gas hereunder shall not substantially exceed in area 640 acres each plus a tolerance of 10% thereof, provided that should governmental authority having jurisdiction prescribe or permit 
the creation of units larger than those specified, units thereafter created may conform substantially in size with those prescribed by governmental regulations. Lessee under the provisions hereof 
may pool or combine acreage covered by this lease, or any portion thereof as above provided as to oil in any one or more strata and as to gas in any one or more strata. The units formed by pooling 
as to any stratum or strata need not conform in size or area with the unit or units into which the lease is pooled or combined as to any other stratum or strata, and oil units need not conform as to 
area with gas units. The pooling in one or more instances shall not exhaust the rights of the Lessee hereunder to pool this lease or portions thereof into other units. Lessee shall file for record in the 
appropriate records of the county in which the leased premises are situated an instrument describing and designating the pooled acreage as a pooled unit. Lessee may at its election exercise its 
pooling option after commencing operations for or completing an oil or gas well on the leased premises, and the pooled unit may include, but it is not required to include, land or leases upon which 
a well capable of producing oil or gas in paying quantities has theretofore been completed or upon which operations for the drilling of a well for oil or gas have theretofore been commenced. 
Operations for drilling on or production of oil or gas from any part of the pooled unit which includes all or a portion of the land covered by this lease regardless of whether such operations for 
driUing were commenced or such production was secured before or after the execution of this instrument or the instrument designating the pooled unit, shall be considered as operations for drilling 
on or production of oil and gas from land covered by this lease whether or not the well or wells be located on the premises covered by this lease, and the entire acreage constituting such unit or 
units, as to oil and gas, or either of them, as herein provided, shall be treated for all purposes, except the payment of royalties on production from the pooled unit, as i f the same were included in 
this lease. For the purpose of computing the royalties to which owners of royalties and payments out of production and each of them, shall be entitled on production of oil and gas, or either of 
them, from the pooled unit, there shall be allocated to the land covered by this lease and included in said unit a pro rata portion ofthe oil and gas, or either of them, produced from the pooled unit 
after deducting that used for operations on the pooled units. Such allocation shall be on acreage basis-that is to say, there shall be allocated to the acreage covered by this lease and included in the 
pooled unit that pro rata portion of the oil and gas, or either of them, produced from the pooled unit which the number of surface acres covered by this lease and included in the pooled unit bears to 
ths total number of surface acres included in the pooled unit Royalties hereunder shall be computed on the portion of such production, whether it be oil and gas, or either of them, so allocated to 
the land covered by this lease and included in the unit just as though such production were from such land. The production from an oil well will be considered production from the lease or oil 
pooled unit from which it is producing and not as production from a gas pooled unit; and production from a gas well will be considered as production from the lease or gas pooled unit from which 
it is producing and not from an oil pooled unit. In addition to the foregoing, Lessee at its option is hereby given the right and power from time to time to commit said land or any part or formation 
or mineral substance covered hereby to any cooperative or unit agreement or plan of development and operation, and to any modifications thereof, which have been approved by the New Mexico 
Oil Conservation Commission or other lawful governmental authority, in such event, the royalty payable io Lessor hereunder shall be computed and paid on the basis ofthe oil or gas allocated tc 
such land under the terms of any such agreement or plan of operation, which basis shall be the same by which the royalty due the United States or the State of New Mexico is computed and paid. 
This lease shall not expire during the life of such agreement or plan and shall be subject to the terms thereof and said agreement or plan of operation-shall be filed with the New Mexico Oil 
Conservation Commission, or other lawful authority, and Lessee shall record in the county in which the leased premises are situated, an instrument describing such agreement or plan of operation 
and reflecting the commitment thereto, and the same may be recorded either before or after the completion of wells. 

5. l f at the expiration of the primary term oil or gas is not being produced on said land, or from land pooled therewith, but Lessee is then engaged in drilling or reworking operations thereon, 
or shall have completed a dry hole thereon within 60 days prior.to the end of the primary terms, the lease shall remain in force so long as operations on said well or for drilling or reworking of any 
additional well are prosecuted with no cessation of more than 60 consecutive days, and if they result in the production of oil or gas so long thereafter as oil or gas is produced from said land, or 
from land pooled therewith. If, after the expiration of the primary term of this lease and after oil or gas is produced from said land, or from land pooled therewith, the production thereof should 
cease from any cause, this lease shall not terminate i f Lessee commences operations for drilling or reworking within 60 days after the cessation of such production, but shall remain in force and 
effect so long as such operations are prosecuted with no cessation of more than 60 consecutive days, and if they result in the production of oil and gas, so long thereafter as oil or gas is produced 
from said land, or from land pooled therewith. Any pooled unit designated by Lessee in accordance with the terms hereof, may be dissolved by Lessee by instrument filed for record in the 
appropriate records of the county in which the leased premises are situated at any time after the completion of a dry hole or the cessation of production on said unit. In the event a well or wells 
producing oil or gas in paying quantities should be brought in on adjacent land and within 660 feet of and draining the lease premises, or land pooled therewith. Lessee agrees to drill such offset 
well or wells as a reasonably prudent operator would drill under the same or similar circumstances. Lessee may at any time execute and deliver to Lessor or place of record a release or releases 
covering any portion or portions ofthe above described premises and thereby surrender this lease as to such portion or portions and be relieved or all obligations as to the acreage surrendered. 

6. Lessee shall have the right at any time during or after the expiration of this lease to remove all property and fixtures placed by Lessee on said land, including the right to draw and remove 
all casing. When required by Lessor, Lessee will bury all pipelines below ordinary plow depth, and no well shall be drilled within two hundred feet of any residence or barn now on said land 
without Lessor's consent. 

7. The rights of either party hereunder may be assigned in whole or in part, and the provisions hereof shall extend to their heirs, successors and assigns but no change or division in ownership 
of the land or royalties, however accomplished, shall operate to enlarge the obligations or diminish the rights of Lessee; and no change or division in such ownership shall be binding on Lessee 
until thirty (30) days after Lessee shall have been furnished by registered U.S. mail at Lessee's principal place of business with a certified copy of recorded instrument or instruments evidencing 
same. In the event of assignment hereof in whole or in part liability for breach of any obligation hereunder shall rest exclusively upon the owner of this lease or of a portion thereof who commits 
such breach. I f six or more parties become entitled to royalty hereunder, Lessee may withhold payment thereof unless and until furnished with a recordable instrument executed by all such parties 
designating an agent to receive payment for all. 

8. The breach by Lessee of any obligation arising hereunder shall not work a forfeiture or termination of this lease nor cause a termination or revision of the estate created hereby nor be 
grounds for cancellation hereof in whole or in part. Ir. the event Lessor considers that operations are not sit any time biing conducted in compliance with this iease, Lessor shall notify Lessee in 
writing ofthe facts relied upon as constituting a breach hereof, and Lessee, i f in default, shall have sixty days after receipt of such notice in which to commence the compliance with the obligations 
imposed by virtue of this instrument. After the discovery of oil or gas in paying quantities on said premises, Lessee shall develop the acreage retained hereunder as a reasonably prudent operator 
but in discharging this obligation it shall in no event by required to drill more than one well per forty (40) acres ofthe area retained hereunder and capable of producing oil in paying quantities and 
one well per 640 acres plus an acreage tolerance not to exceed 10% of640 acres of the area retained hereunder and capable of producing gas in paying quantities. 

9. Lessor hereby warrants and agrees to defend the title to said land and agrees that Lessee at its option may discharge any tax, mortgage or other lien upon said land either in whole or in part, 
and in event Lessee does so, it shall be subrogated to such lien with the right to enforce same and apply royalties accruing hereunder toward satisfying same Without impairment of Lessee's right 
under the warranty in event of failure of title, it is agreed that i f Lessor owns an interest in the oil or gas on, in or under said land less than the entire fee simple estate, then the royalties to be paid 
Lessor shall be reduced proportionately. Should any one or more of the parties named as Lessors fail to execute this lease, it shall nevertheless be binding upon the party or parties executing the 
same. 

10. Should Lessee be prevented from complying with any express or implied covenant of this lease, from conducting drilling or reworking operations thereon or from producing oil or gas 
there from by reason of scarcity of or inability to obtain or to use equipment or material, or by operation of force majeure, any Federal or state law or any order, rule or regulation of governmental 
authority, then while so prevented, Lessee's obligation to comply with such covenant shall be suspended, and Lessee shall not be liable in damages for failure to comply therewith; and this lease 
shall be extended while and so long as Lessee is prevented by any such cause from conducting drilling or reworking operations on or from producing oil or gas from the leased premises; and the 
time while Lessee is so prevented shall not be counted against Lessee, anything in this lease to the contrary notwithstanding. 

IN WITNESS WHEREOF, this instrument is executed on the date first above written. 

Estate of Mary Guitar Polk 

James Kelly Polk, Executor' 



INDIVIDUAL ACKNOWLEDGMENT 

STATE OF 

) ss. 

COUNTY OF 

This instrument was acknowledged before me this_ 

Byj 

. day of_ , 2004, 

My commission expires. 

Notary Public 

ACKNOWLEDGMENT 

STATE OF Texas 

COUNTY OF \ \ Cs/" ) 

)ss. 

This instrument was acknowledged before me this_ 

by James Kelly Polk as Executor of the Estate of Mary Guitar Polk 

_day o f _ 2004. 

My commission expires. 

INDIVIDUAL ACKNOWLEDGMENT 

STATE OF 

)ss. 

COUNTY OF 

This instrument was acknowledged before me this_ day of 2004. 

My commission expires. 

Notary Public 
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DEED OF DISTRIBUTION 

JAMES KELLY POLK, Personal Representative ofthe Estate of MARY GUITAR 

POLK, DECEASED, under Cause No. PB-89-95 S, District Court of Eddy County, State 

of New Mexico, whose address is 12 Augusta, Abilene, Texas 79606 (herein called 

"Grantor"), as and for Distribution of real property from the Estate of MARY GUITAR 

POLK, DECEASED, and as evidence ofthe Grantees' title pursuant to 45-3-907 NMSA 

1978, hereby GRANTS, ASSIGNS, TRANSFERS, AND CONVEYS to the following named 

persons, (herein called "Grantees"), in equal undivided interests, and as the sole and 

separate property of each, whose names and addresses are shown as follows, to wit: 

James Kelly Polk 
12 Augusta 
Abilene, Texas 79606 

Ruth Ann Polk Caudle 
5615 Preston Fairways 
Dallas, Texas 75202 

Janis Lee Polk Harbour 
4400 Arcady 
Dallas, Texas 75205 

All ofthe right, title, ownership and/or interest of MARY GUITAR POLK, Deceased 

in, to, or under the following described property located in Eddy County, New Mexico, to 

wit: 

See Exhibit "A" which is attached and Incorporated by reference. 

TO HAVE AND TO HOLD the above described property together with all and 

singular the rights, privileges and appurtenances thereto or in anywise belonging unto the 

Grantees, and their Heirs, Successors, Personal Representatives, and Assigns forever. 

Page 1 of 2 

McCormick Law Firm 
P 0 Box 1718 
Carlsbad NM 88221-1718 
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This Deed and Conveyance is made pursuant to the Uniform Probate Code ofthe 

State of New Mexico. 

The Grantor further conveys to the Grantees, in equal undivided interests, all other 

real property and real property interests of whatever kind or nature, including but not 

limited to, all Surface Rights, Water Rights, Oil, Gas, and other Minerals, Mineral Interests, 

Mineral Rights or Substances, Oil, Gas or Mineral Leasehold, Contract, Working Interests, 

Royalty Interests, Overriding Royalty interests, Production Payment Interests, and all other 

Interests howsoever created, owned by the late MARY GUITAR POLK, as ofthe date of 

her death, located within the County of Eddy, State of New Mexico, without respect to 

whether the same be accurately or completely described herein, or whether described 

herein, or otherwise. 

This Deed is executed and delivered from Grantor to Grantees without warranty of 

title, express or implied. 

WITNESS MY HAND AND SEAL this /7^clav a f T W l / f t f o f l ^ 2003. 

JAMES KELLY POLK, Personal Representative 

STATE OF TEXAS ) 
) ss. 

COUNTY OF TAYLOR ) 

— T h e foregoing instrument was acknowledged before me this day of 
1 ^ C p e t m e f , 2003 by JAMES KELLY„P0LK. Personal 

Representative of the Estate of MARY GUITAR POLK, DECEASED. 

Notary! 
My Commission Expires: 

\ ( j \ f k % \ ^ i MITZILECHARDE 
4 Notary Public State of Texas ( 

V J ^ y / My Commission Expires ( 
10-28-2006 ( „ x „ 

j Page 2 of 2 



BOOK 534 PAGE 0331 

Section 6: NE/4NE/4; W 3/4 SE/4NE/4; 
E/2NE/4SE/4NE/4; W 3/4 NE/4SE/4: 
E/2NE/4NE/45E/4; SW/4SE/4; N/ZNW/4SE/4; 
SW/4NW/4SE/4; E/2SE/4NW/4SE/4; 
W/2SE/4SW/4: W/2SE/4SE/4SW/4: 
E/2NE/4SE/4SW/4; W 3/4 NE/4SW/4: 
E/2NE/4NE/4SW/4: S/2SE/4NW/4; 
NW/4SE/4NW/4; SW/4NW/4; N/2NW/4SW/4; 
SE/4NW/4SW/4 

Section 7: Lot 4 (SW/4SW/4); SE/4SW/4 

Section 7: N/2NE/4: N/2SE/4NE/4; W/2NW/4: 
S/2NE/4NW/4; NW/4NE/4NW/4; 
E/2NE/4NE/4NW/4: N/2SE/4NW/4; 
E 3/4 S/2SE/4NW/4; S/2NE/4SW/4; 
NE/4NE/4SW/4; NE/4NW/4SW/4; SW/4NW/4SW/4; 
E/2SE/4NW/4SW/4; SW/4SW/4SE/4; 
E/2SW/4SE/4 

Section 12: NW/4NW/4 

Section 18: Lot 1 (NW/4NW/4) 

TOWNSHIP 24 SOUTH, RANGE 29 EAST 
Section 20: W/2NW4NE/4; Nt/4NWV4NE/4; 

N/2SE/4NW/4NE/4 

Section 21: S/2SE/4 

Section 28: N/2NE/4 

TOWNSHIP 25 SOUTH, RANGE 26 EAST 
Section 17: N/2NE/4; SE/4NL74; E/2SE/4 

Section 20: E/2NE/4; SW/4NE/4 

Section 26: N/2NW/4; SE/4NW/4 

Section 27: NE/4NE/4 

TOWNSHIP 26 SOUTH, RANGE 27 EAST 
Section 23: SW/4Nt/4 ~ 

Section 23: SE/4NW/4; E/2SW/4; SE/4 

Lots 20 and 22, Block 5, of the Original 
Town of Loving, Eddy County, New Mexico 

ALL_of the Grantor's right, t i t l e , and interest in 
aridTo the jjuVface estate only in and tn th7 
foTluvr'rng Toli,T H"<tdl!», or parcel«; nf 1 ami lnrntrrl 
in the County of Eddy, State nf NPW Mrc?nco-

- 3 -



Lot 14 in Block 102 

Lot 5 in Block 103 

Lot 9 in Block 105 

Lot 4 in Block 114 

RECEPTION MO: 03X3684 STATE OF 
NEW MEXICO, COUNT! OF EBDT 
RECORDED 1Z/2Z/ZQQ3 t3t37 FM 
BOOK 0534 PAGE 0327 tW!3' 
JEAN BLENDEN, COUNTY 



LNDRO? LEASE RECORD SHEET 
USER-TAHHYV WS-QPADr 
9:40:04 3/08/2002 

'OJ 
PASS 1 

10:52:24 "'8/2002 

LEASE KUK3E8 - -000403-002513-T LEASE NAfiE POLK, MARY GUITAR, ESTATE 

ACC?. LEASE 27I2bl-00i 

BOOK. 
BOOK. 

442 PACE. 
PAGE. 

62 REC DATE. 
KEC DATE. 

PROSPECT OOOOCC 

ACQ CODE 
COUNTY t l EDD EDDY 
COUfiTY t-2 
STATE NM NEW MEXICO 
LEASE LATE 9/2B/2001 
EFFECTIVE BATE 10/CS/2Q01 
EXPIRATION DATE 10/04/2004 
PRIMARY TERM i YR 
ORIGINAL LESSOR ESTATE OF MARY GUITAR POLK, JAMES KELLY POLK, EXECUTOR 
ORIGINAL LESSEE YPC 
ACQUIRED - HOW BONUS PER ACRE... 100.00 

- FROM TOTAL BONUS 12SO.00 
LESSEE OF RECORD 

12/31/2001 
o/oo/ooco 

RECORD STATUS... CH COMPLETE LEASE RECORD 
LEASE TYPE X FEE LEASE 
ACQUISITION DATE. 9/2S/2001 
LEASE/RENTAL STAT...PBU PAID UP LEASE 

ACREAGES 
TOTAL 
DEVELOPED 
UNDEVELOPED.. 
NO TOTALIZE.. 

LSE GROSS LEASE NET 
200.00 12.SO 

200.00 12. SO 

OUR NET BASE ACRES 
LESSOR KI 
LESSOR RI 2SCC0000 
TOTAL ORRI 
LEASE M l 7S00000Q 

LEGAL DESCRIPTION INFORMATION: 

SEQ TWP »R6 SEC LOCATION 
LEGAL DESCRIPTION 

ABSTRACT 8 LSE GRS LSE $'£1 

01 2bS 2bE I 
MW4NE4, E222 

200.00 12.LO 

TOTAL ACREACS 200.00 12.SO 

OWNERSHIP INFORMATION: 

OWNERS WORKING INTEREST OWNER 

SOOO AUG PETROLEUM CORPORATION 
640010 MYCO INDUSTRIES, INC. 
994100 YATES DRILLING COMPANY 
999900 YATES PETROLEUM CORPORATION 

TOTAL INTEREST 

GWI 

. LOOOOOOO 

.10000000 

.LOOOOOOO 

.70000000 
i.OOOOOOOO 

OTHER CO 

SPECIAL FEATURES/WELL CROSS REFERENCE: 

HELD BY PROD 
HELD BY UNIT 
SHUT-IN PROV 
PUGH CLAUSE. 
REASMT OBLIG 
UNIT CLAUSE. 

2 TWO YS 
B VE8T/HRZ 

SURFACE DAMAGES. 
MINIMUM ROYALTY. 
RENEWAL OPTION.. 
LESSER INTEREST. 
CONT. DRILLING. . 

POOLING..OIL 
REWORK DAYS 
MULTI-TRACT 
SLIDING ROYALTY. 

GAS 

DELAY RENTAL/SHUT-IN INFORMATION: 

RENTAL PAID BY 
RENTAL PER ACRE 
RENTAL AMOUNT/TYPE 
BANK FEE 
TOTAL RENTAL 
COMPANY SHARE 
RENTAL DUE OATE 0/00/0000 
PAYMENT FREQUENCY 

SHUT-IN PAID 3Y... 
SHUT-IN PER ACRE.. 
SHUT-IN AMOUNT 
SANK FEE 
TOTAL SHUT-IN 
COMPANY SHARE 
SHUT-IN DUE DATE.. 
PAYMENT FREQUENCY. 
HBP WELL NAME.. 
MULT/COMB CHECKS . 

0/00/0000 

I 



M A R T I N Y A T E S . Ml 

F R A N K W. Y A T E S 
1 9 3 6 - 1 9 8 6 

1 9 1 2 - 1 9 8 5 

kTE5 
PETROLEUM 
CDRPDRRTIQN PEYTON YATES 

EXECUTIVE VICE PRESIDENT 

S. P. Y A T E S 
CHAIRMAN OF THE BOARD 

J O H N A . Y A T E S 
PRESIDENT 

R A N D Y S. P A T T E R S O N 
SECRETARY 

105 SOUTH FOURTH STREET D EN N IS G. K I N S E Y 
TREASURER 

ARTESIA, NEW MEXICO 88210-2118 

TELEPHONE (505) 748-1471 

November 5, 2004 

James Kelly Polk 
12 Augusta 
Abilene, TX 79606 

Re: Oil and Gas Lease 
Township 25 South, Range 26 East, NMPM 
Section 17: NW/4NE/4, E/2E/2 
Containing 200 acres, more or less 
Eddy County, New Mexico 

Mr. Polk: 

Yates Petroleum Corporation would like to extend an offer to lease your mineral interest in the captioned 
acreage. I have taken the liberty of enclosing two (2) copies of a Paid-up Oil and Gas Lease, Three-year (3) 
term providing for a 1/4 royalty, covering your interest in the captioned lands. Subject to approval of title, 
payment will be made to you upon receipt of the executed oil and gas lease at $100.00 per acre for the 4.167 net 
mineral acres owned by you. 

If the above meets with your approval, please execute the Oil and Gas Lease before a Notary Public and return 
to this office. Upon receipt of the properly executed lease we will issue a check in the amount of $416.70 to you. 

This offer will expire November 19, 2004 if we have not received your executed lease. If you have any questions, 
please call me at (505) 748-4356. Thank you. 

Very truly yours, 
YATES PETROLEUM CORPORATION 

Shirley Pruitt v 
Land Technician 

/sp 
Enclosure(s) 



Producers 88 Rev. (3 Year Lease) 5-96 

YPC Revised Form 

(THREE Y E A R PAID UP L E A S E ) 
O I L AND GAS L E A S E 

Form 345 

Hall-Poorbaugh Press, Inc. 

Roswell, New Mexico 

THIS AGREEMENT made this 5th day of November , 2004, between James Kelly Polk, dealing in his sole and separate property, as 

Lessor (whether one or more), and YATES PETROLEUM CORPORATION-70%; YATES DRILLING COMPANY-10%, ABO PETROLEUM CORPORATION-10%; 

AND MYCO INDUSTRIES, INC-10%, as Lessee, WITNESSETH: 

1. Lessors in consideration of Ten and No/100 Dollars ($ 10.00 ) in 

hand paid, of the royalties herein provided and of the agreements of Lessee herein contained, hereby grants, leases and lets exclusively unto Lessee for the purpose of investigating, exploring, 

prospecting, drilling and mining for and producing oil and gas, laying pipe lines, building roads, tanks, power stations, telephone lines and other structures thereon and on, over and across lands owned 

or claimed by Lessor adjacent and contiguous thereto, to produce, save, take care of, treat, transport, and own said products, and housing its employees, the following described land in 

Eddy County, New Mexico to-wifc 

Township 25 South. Range 26 East. NMPM 
Section 17: NW/4NE/4, E/2E/2 

2. Without reference to the commencement, prosecution or cessation at any time of drilling or other development operations and/or to the discovery, development or cessation at any time of 
production of oil or gas and without further payments than the royalties herein provided, and notwithstanding anything else herein contained to the contrary, this lease shall be for a term of three years 
from this date (called "primary term") and as long thereafter as oil or gas is produced from said land or land with which said land is pooled hereunder. 

3. The royalties to be paid by Lessee are: (a) on oil, 1/4 of that produced and saved from said land, the same to be delivered at the wells or to the credit of Lessor into the pipe line to which the 
wells may be connected; Lessee may from time to time purchase any royalty oil in its possession, paying the market price therefore prevailing for the field where produced on tlie date of purchase; (b) 
on gas, including casing head gas or other gaseous substance, produced from said land, and sold, or used off the premises or for the extraction of gasoline or other product there from, the market value 
at the well of 1/4 of the gas so sold or used, provided that on gas sold at the wells the royalty shall be J/4 of the amount realized from such sale; while there is a gas well on this lease or on 
acreage pooled therewith but gas is not being sold or used, Lessee may pay or tender as royalty, on or before ninety (90) days after the date on which said well is shut in and thereafter at annual 
intervals the sum of $ 1.00 per acre, and if such payment is made or tendered, this lease shall not terminate and it will be considered that gas is being produced from this lease in paying quantities. 
Payment or tender of said shut-in gas royalty may be made by check or draft of Lessee mailed or delivered to the parties entitled thereto on or before the date said payment is due. Lessee shall have 
free use of oil, gas, coal and water from said land, except water from Lessor's wells, for all operations hereunder, and the royalty on oil and gas shall be computed after deducting any so used. 

4. Lessee, at its option, is hereby given the right and power to pool or combine the acreage covered by this lease, or any portion thereof as to oil and gas, or either of them, with other land, lease 
or leases in the immediate vicinity thereof to the extent, hereinafter stipulated, when in Lessee's judgment it is necessary or advisable to do so in order properly to explore, or to develop and operate 
said leased premises in compliance with the spacing rules ofthe New Mexico Oil Conservation Commission, or other lawful authority or when to do so would, in the judgment of Lessee, promote the 
conservation of oil and gas in and under and that may be produced from said premises. Units pooled for oil hereunder shall not substantially exceed 40 acres each in area, and units pooled for gas 
hereunder shall not substantially exceed in area 640 acres each plus a tolerance of 10% thereof, provided that should governmental authority having jurisdiction prescribe or permit the creation of units 
larger than those specified, units thereafter created may conform substantially in size with those prescribed by governmental regulations. Lessee under the provisions hereof may pool or combine 
acreage covered by this lease, or any portion thereof as above provided as to oil in any one or more strata and as to gas in any one or more strata. The units formed by pooling as to any stratum or 
strata need not conform in size or area with the unit or units into which the lease is pooled or combined as to any other stratum or strata, and oil units need not conform as to area with gas units. The 
pooling in one or more instances shall not exhaust the rights ofthe Lessee hereunder to pool this lease or portions thereof into other units. Lessee shall file for record in the appropriate records ofthe 
county in which the leased premises are situated an instrument describing and designating the pooled acreage as a pooled unit Lessee may at its election exercise its pooling option after commencing 
operations for or completing an oil or gas well on the leased premises, and the pooled unit may include, but it is not required to include, land or leases upon which a well capable of producing oil or gas 
in paying quantities has theretofore been completed or upon which operations for the drilling of a well for oil or gas have theretofore been commenced. Operations for drilling on or production of oil or 
gas from any part of the pooled unit which includes all or a portion of the land covered by this lease regardless of whether such operations for drilling were commenced or such production was secured 
before or after the execution of this instrument or the instrument designating the pooled unit, shall be considered as operations for drilling on or production of oil and gas from land covered by this lease 
whether or not the well or wells be located on the premises covered by this lease, and the entire acreage constituting such unit or units, as to oil and gas, or either of them, as herein provided, shall be 
treated for all purposes, except the payment of royalties on production from the pooled unit, as i f the same were included in this lease. For the purpose of computing the royalties to which owners of 
royalties and payments out of production and each of them, shall be entitled on production of oil and gas, or either of them, from the pooled unit, there shall be allocated to the land covered by this 
lease and included in said unit a pro rata portion of the oil and gas, or either of them, produced from the pooled unit after deducting that used for operations on the pooled units. Such allocation shall be 
on acreage basis-that is to say, there shall be allocated to the acreage covered by this lease and included in the pooled unit that pro rata portion of the oil and gas, or either of them, produced from the 
pooled unit which the number of surface acres covered by this lease and included in the pooled unit bears to the total number of surface acres included in the pooled unit Royalties hereunder shall be 
computed on the portion of such production, whether it be oil and gas, or either of them, so allocated to the land covered by this lease and included in the unit just as though such production were from 
such land. The production from an oil well will be considered production from the lease or oil pooled unit from which it is producing and not as production from a gas pooled unit; and production from 
a gas well will be considered as production from the lease or gas pooled unit from which it is producing and not from an oil pooled unit. In addition to the foregoing, Lessee at its option is hereby given 
the right and power from time to time to commit said land or any part or formation or mineral substance covered hereby to any cooperative or unit agreement or plan of development and operation, and 
to any modifications thereof, which have been approved by the New Mexico Oil Conservation Commission or other lawful governmental authority. In such event the royalty payable to Lessor 
hereunder shall be computed and paid on the basis of the oil or gas allocated to such land under the terms of any such agreement or plan of operation, which basis shall be the same by which the 
royalty due the United States or the State of New Mexico is computed and paid. This lease shall not expire during the life of such agreement or plan and shall be subject to the terms thereof and said 
agreement or plan of operation shall be filed with the New Mexico Oii Conservation Commission, or other lawful authority, and Lessee shall record in the county in which the leased premises are 
situated, an instrument describing such agreement or plan of operation and reflecting the commitment thereto, and the same may be recorded either before or after the completion of wells. 

5. I f at the expiration of the primary term oil or gas is not being produced on said land, or from land pooled therewith, but Lessee is then engaged in drilling or reworking operations thereon, or 
shall have completed a dry hole thereon within 60 days prior to the end of the primary terms, the lease shall remain in force so long as operations on said well or for drilling or reworking of any 
additional well are prosecuted with no cessation of more than 60 consecutive days, and if they result in the production of oil or gas so long thereafter as oil or gas is produced from said land, or from 
land pooled therewith. If, after die expiration ofthe primary term of this lease'and after oil or gas is produced from said land, or from land pooled therewith, the production thereof should cease from 
any cause, this lease shall not terminate i f Lessee commences operations for drilling or reworking within 60 days after the cessation of such production, but shall remain in force and effect so long as 
such operations are prosecuted with no cessation of more than 60 consecutive days, and if they result in the production of oil and gas, so long thereafter as oil or gas is produced from said land, or from 
land pooled therewith. Any pooled unit designated by Lessee in accordance with the terms hereof, may be dissolved by Lessee by instrument filed for record in the appropriate records ofthe county in 
which the leased premises are situated at any time after the completion of a dry hole or the cessation of production on said unit. In the event a well or wells producing oil or gas in paying quantities 
should be brought in on adjacent land and within 660 feet of and draining the lease premises, or land pooled therewith. Lessee agrees to drill such offset well or wells as a reasonably prudent operator 
would drill under the same or similar circumstances. Lessee may at any time execute and deliver to Lessor or place of record a release or releases covering; any portion or portions of the above 
described premises and thereby surrender this lease as to such portion or portions and be relieved or all obligations as to the acreage surrendered. 

6. Lessee shall have the right at any time during or after the expiration of this lease to remove al] property and fixtures placed by Lessee on said land, including the right to draw and remove all 
casing. When required by Lessor, Lessee will bury all pipelines below ordinary plow depth, and no well shall be drilled within two hundred feet of any residence or bam now on said land without 
Lessor's consent. 

7. The rights of either party hereunder may be assigned in whole or in part, and the provisions hereof shall extend to their heirs, successors and assigns but no change or division in ownership of 
the land or royalties, however accomplished, shall operate to enlarge the obligations or diminish the rights of Lessee; and no change or division in such ownership shall be binding on Lessee until thirty 
(30) days after Lessee shall have been furnished by registered U.S. mail at Lessee's principal place of business with a certified copy of recorded instrument or instruments evidencing same. In the event 
of assignment hereof in whole or in part liability for breach of any obligation hereunder shall rest exclusively upon the owner of this lease or of a portion thereof who commits such breach. I f six or 
more parties become entitled to royalty hereunder, Lessee may withhold payment thereof unless and until furnished with a recordable instrument executed by all such parties designating an agent to 
receive payment for all. 

8. The breach by Lessee of any obligation arising hereunder shall not work a forfeiture or termination of this lease nor cause a termination or revision of the estate created hereby nor be grounds 
for cancellation hereof in whole or in part. In the event Lessor considers that operations are not at any time being conducted in compliance with this lease, Lessor shall notify Lessee in writing ofthe 
facts relied upon as constituting a breach hereof, and Lessee, i f in default, shall have sixty days after receipt of such notice in which to commence the compliance with the obligations imposed by virtue 
of this instrument. After the discovery of oil or gas in paying quantities on said premises, Lessee shall develop the acreage retained hereunder as a reasonably prudent operator but in discharging this 
obligation it shall in no event by required to drill more than one well per forty (40) acres of the area retained hereunder and capable of producing oil in paying quantities and one well per 640 acres plus 
an acreage tolerance not to exceed 10% of640 acres of the area retained hereunder and capable of producing gas in paying quantities. 

9. Lessor hereby warrants and agrees to defend the tide to said land and agrees that Lessee at its option may discharge any tax, mortgage or other lien upon said land either in whole or in part, and 
in event Lessee does so, it shall be subrogated to such lien with the right to enforce same and apply royalties accruing hereunder toward satisfying same Without impairment of Lessee's right under the 
warranty in event of failure of title, it is agreed that i f Lessor owns an interest in the oil or gas on, in or under said land less than the entire fee simple estate, then the royalties to be paid Lessor shall be 
reduced proportionately. Should any one or more of the parties named as Lessors fail to execute this lease, it shall nevertheless be binding upon the party or parties executing the same. 

10. Should Lessee be prevented from complying with any express or implied covenant of this lease, from conducting drilling or reworking operations thereon or from producing oil or gas there 
from by reason of scarcity of or inability to obtain or to use equipment or material, or by operation of force majeure, any Federal or state law or any order, rule or regulation of governmental authority, 
then while so prevented. Lessee's obligation to comply with such covenant shall be suspended, and Lessee shall not be liable in damages for failure to comply therewith; and this lease shall be 
extended while and so long as Lessee is prevented by any such cause from conducting drilling or reworking operations on or from producing oil or gas from the leased premises; and the time while 
Lessee is so prevented shall not be counted against Lessee, anything in this lease to the contrary notwithstanding. 

IN WITNESS WHEREOF, this instrument is executed on the date first above written. 

James Kelly Polk 



INDIVIDUAL ACKNOWLEDGMENT 

STATE OF 

COUNTY OF_ 

Texas 
)ss. 

This instrument was acknowledged before me this 
Bv. James Kelly Polk, dealing in his sole and separate property 

. day of_ , 2004, 

My commission expires_ 

Notary Public 

ACKNOWLEDGMENT 

STATE OF 

COUNTY OF_ 
)ss. 

J 

This instrument was acknowledged before me this_ 

by : 
. day of. 2004. 

My commission expires. 
Notary Public 

INDIVIDUAL ACKNOWLEDGMENT 

STATE OF 

COUNTY OF 

_) 
)ss. 

J 

This instrument was acknowledged before me this_ 
By 

day of 2004, 

My commission expires. 

Notary Public 
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Shirley Pruitt 



kTE5 
PETROLEUM 
CORPORATION 

105 South Fourth Street 
Artesia, NM 88210 

November 10, 2004 

Working Interest Owners 
Addressee List Attached 

CERTIFIED MAIL 
RETURN RECEIPT REQUESTED 

RE: Guitar BFL Com #1 well 
TownshiD 25 South, Range 26 East, NMPM 
Section 17: 990" FNL & 1980'FEL 
Eddy County, New Mexico 

Ladies and Gentlemen: 

Yates Petroleum Corporation, as operator, proposes to drill the capt ioned well pursuant to the 
prognosis on the Authority for Expenditure (AFE) and invites you to participate. 

Enclosed, please find two (2) copies of an AFE and one (1) copy of the Joint Operating 
Agreement (JOA) with one (1) additional signature page, covering the N/2 of Section 17. 

If the AFE and JOA meet with your approval, please sign and return one (1) executed copy of 
the AFE and the executed and notarized signature page of the JOA to our office. 

This well is on an accelerated scheduling and we request your immediate attention. 

Should you have any questions, please do not hesitate contacting me at 505-748-4400. 

Thank you. 

Very truly yours, 

YATES PETROLEUM CORPORATION 

Susan Vierra 
Associate Landman 

SV/am 
Enclosure (s) 



GUITAR BFL COM #1 
ADDRESSEE LIST 

Yates Petroleum Corporation, et al 
Attn: Susan Vierra 
105 South Fourth Street 
Artesia, NM 88210 

Murchison Oil & Gas, Inc. ^ 
1100 Mira Vista Blvd. 
Piano, TX 75093-4698 

Anita Grissom Guitar^, 
P.O. box 744 
Abilene, TX 79605 

James M. & Jerri Alexander OU 
P.O. Box 58 
Abilene, TX 79604 

Martha Jane Alexander Rhodes 
P.O. Box 58 
Abilene, TX 79604 

James Kelly P o l k e d 
12 Augusta 
Abilene, TX 79604 

Janis Lee Polk Harbour 
4400 Arcady 
Dallas, TX 75202 

Pressley Hudson Guitar 
P.O. box 5383 
Abilene, TX 79608-5383 

Brett Guitar WitherspoonQfcs 
P.O. Box 100635 
Fort Worth, TX 76185 

Whitten Guitar Witherspoon 
3833 Arroyo Road 
Fort Worth, TX 76109 

Jeri Alexander Lott 
9102 Vicksburg Ave., #17 
Lubbock, TX 79356 

Ruth Ann Polk Caudle 
5616 Preston Fairway 
Dallas, TX 75252 

Marilyn Guitar Galusha 
P.O. Box 1438 
Abilene, TX 79604 

John Guitar Witherspoon, Jr. 
7404 Lemonwood Drive 
Fort Worth, TX 76133-7012 

Wende Witherspoon Morgan 
1720 Southwicke 
Flower Mound, TX 75022 

Kelly Woods Leach 
312 Greatview Circle 
Birmingham, AL 35226-2320 



11-8-04 

kTE5 
PETROLEUM 
CORPORATION 

AUTHORITY FOR EXPENDITURb 
NEW DRILLING: RECOMPLETION & RE-ENTRY 

1 0 5 SOUTH FOURTH STREET 

ARTESIA, NEW MEXICO88210 
TELEPHONE C505) 748-1471 

AFE Type: 
X New Drilling 

Recompletion 
Re-entry 

Well Objective: Well Type: 

X Oil 
X Gas 

Injector 

X Development 
Exploratory 

AFE NO. 
AFE DATE 

AFE STATUS: 
Original 
Revised 
Final 
Supplemental 

04-542-0 

10/29/04 
AFENO (rev 6/98) 

LEASE NAME Guitar BFL Com. #1 PROJ'D DEPTH 12,000" 

COUNTY Eddy STATE New Mexico 

FIELD HORIZON Morrow 

LOCATION Section 17 T25S-R26E, 990' N & 1980' E 

DIVISION CODE 
DISTRICT CODE 
BRANCH CODE 

100 DIVISION NAME 
DISTRICT NAME 
BRANCH NAME 

Oil & Gas Division DIVISION CODE 
DISTRICT CODE 
BRANCH CODE 

DIVISION NAME 
DISTRICT NAME 
BRANCH NAME 

DIVISION CODE 
DISTRICT CODE 
BRANCH CODE 

DIVISION NAME 
DISTRICT NAME 
BRANCH NAME 

PROGNOSIS: New well drilled to 12,000' to test all formations 

INTANGIBLE 
920-100 
920-110 
920-120 
920-130 
920-140 
920-150 
920-160 
920-170 
920-180 
920-190 
920-200 
920-205 
920-210 
920-230 
920-240 
920-350 
920-410 
920-420 
920-430 
920-440 
920-450 
920-460 
920-470 
920-480 
920-490 
920-510 
920-500 

DRILLING COSTS: 
Staking, Permit & Legal Fees 
Location, Right-of-Way 
Drilling, Footage 
Drilling, Daywork & fuel""" " ] ' ^ j ^ y ' ^ @ j i i ^ § ^ f y m '* for mob 
Drilling Water, Fasline Rental 
Drilling Mud & Additives 
Mud Logging Unit, Sample Bags 

Cementing - Surface Casing K^ f fP jPA 6 / . ? . ^? ! 6 . 
Drill Stem Testing, OHT ] " 
Electric Logs & Tape Copies 
Tools & Equip. Rntl., Trkg. & Welding 
Control of Well-Insurance 
Supervision & Overhead 
Coring, Tools & Service 
Bits, Tool & Supplies Purchase 
Cementing - Production Casing 
Completion Unit - Swabbing 
Water for Completion 
Mud & Additives for Completion 
Cementing - Completion 
Elec. Logs, Testing, Etc. - Completion 
Tools & Equip. Rental, Etc. - Completion 
Stimulation for Completion 
Supervision & O/H - Completion 
Additional LOC Charges - Completion 
Bits, Tools & Supplies - Completion 
Contingency for Completion 

DRY HOLE COMP'D WELL 
3,000 3,000 

35,000 35,000 

647,000 647,000 
35,000 35,000 
45,000 45,000 
30,000 30,000 
75,000 75,000 

60,000 60,000 
125,000 125,000 

5,000 5,000 
50,000 50,000 

80,000 80,000 
40,000 
30,000 
5,000 
1,000 

20,000 
50,000 

100,000 
1,500 

10,000 
1,500 

TOTAL INTANGIBLE DRILLING COSTS 1,190,000 1,449,000 

TANGIBLE EQUIPMENT COSTS: 
930-010 Christmas Tree & Wellhead 5,000 30,000 
930-020 Casing 13 3/8" @ 400' 11,000 11,000 

9 5/8" @ 1,800' 27,000 27,000 
7" @ 8,600" 108,000 108,000 
41/2" 12,000' 85,500 

930-030 Tubing 2 3/8" @ 11,800" 49,000 
930-040 Packer & Special Equipment 
940-010 Pumping Equipment 
940-020 Storage Facilities 15,000 
940-030 Separation Equip., Flowlines, Misc. 75,000 
940-040 Trucking & Construction Costs 15,000 

TOTAL TANGIBLE EQUIPMENT COSTS 151,000 415,5001 

TOTAL COSTS 1,341,000 1,864,500 

APPROVAL OF THIS AFE CONSTITUTES APPROVAL OF OPERATOR'S OPTION TO CHARGE THE JOINT ACCOUNT WITH 
TUBULAR GOODS FROM THE OPERATOR'S WAREHOUSE STOCK AT THE RATES STATED ABOVE. 

Prepared By Operations 
SV Jeremiah Mullen Approval 

YATES PETKOLEllM CORPORATION 

BY: : •y^y^DME-yyyy 

I 20.551875% 

YATES DRILLING COMPANY 
BY:-y-yy- yyy^yyy-DATE^yyyyyyy.' 

10.793125% 

ABO PETROLEUM CORPORATION" 

m:-ym>yyyyyyyy\ mmmmmmyyyyyyyyyyyyyyyy: 
10.793125% 

MYCO 
:;:;:KOATEv:;:;: 

I 10.793125% 



GUITAR BFL COM #1 
T25S-R26E- SECTION 17 
990" FNL & 1980" FEL 
EDDY COUNTY, NEW MEXICO 

AFE # 04-542-0 
DATE: 11/8/04 
Page 2 

SHARE 

MURCHISON OIL & GAS, INC. 

BY: DATE 

JAMES M. ALEXANDER & JERRI ALEXANDER 

BY: DATE 

8Y; DATE 

MARTHA JANE ALEXANDER RHODES 

BY: DATE 

JERI ALEXANDER LOTT 

BY: DATE 

JAMES KELLY POLK 

BY: DATE 

RUTH ANN POLK CAUDLE 

JANIS LEE POLK HARBOUR 

BY: DATE 

MARILYN GUITAR GALUSHA TRUST, MARILYN GUITAR GALUSHA, TRUSTEE 

BY: DATE 

PRESSLEY HUDSON GUITAR 

BY: DATE 

JOHN GUITAR WITHERSPOON, JR. 

BY: DAI fcyyyym^yyyy^^ 

BRETT GUITAR WITHERSPOON 

DATE 

WENDE WITHERSPOON MORGAN 

BY: DATE 

WHITTEN GUITAR WITHERSPOON 

DATE 

KELLY WOODS LEACH 
BY: DATE 

37.500000% 

EARL B. GUITAR, SR. & ANITA GRISSOM GUITAR, REVOCABLE L 
ANITA GRISSOM GUITAR, SOLE TRUSTEE 

IVING TRUST, 2.343750% 

BY: 

0.781250% 

0.781250% 

0.781250% 

0.781250% 

0.781250% 

0.781250% 

0.584375% 

0.584375% 

0.293750% 

0.293750% 

0.293750% 

0.293750% 

0.193750% 

TOTAL 100.000000% 



•iThi E^aS TDDD DED2 200<L 



M A R T I N Y A T E S , HI 
1912-1985 

F R A N K W. Y A T E S 
1936-1986 

KTES 
PETROLEUM 
CORPORATION P E Y T O N Y A T E S 

EXECUTIVE VICE PRESIDENT 

R A N D Y G. P A T T E R S O N 
SECRETARY 

D E N N I S G. K I N S E Y 
TREASURER 

S. P. Y A T E S 
CHAIRMAN OF T H E B O A R D 

J O H N A . Y A T E S 
PRESIDENT 

105 SOUTH FOURTH STREET 

ARTESIA, N E W MEXICO 88210 -2118 

TELEPHONE (505) 748-1471 

November 30, 2004 

James Kelly Polk 
12 Augusta 
Abilene, TX 79606 

RE: Guitar BFL Com #1 
Township 25 South. Range 26 Eastf NMPM 
Section 17: N/2 
Eddy County, New Mexico 

Mr. Polk: 

I have had several phone calls from many family members concerning either 1) lease options for mineral rights in the 
above captioned acreage or 2) participation in the drilling ofthe Guitar BFL Com #1 . 

You have been sent an AFE to participate in the drilling of the Guitar well as an unleased mineral owner. Also 
included with the AFE was the operating agreement covering the 320-acre spacing unit in the North Vi of section 17. 

Since the receipt of the AFE and Operating Agreement, I have had several phone calls to discuss the possibility to 
lease your minerals rather than taking a working interest in this well. The renewal period has expired for your 
previous leases; therefore all previous negotiations are off the table. 

Enclosed please find Yates Petroleum Corporation standard three (3) year paid up lease form, containing a Vi royalty 
for your net mineral acre interest. Should you elect to execute this lease, as is, you will receive the $100.00 per net 
acre bonus upon our receipt. The terms and conditions of the lease are not negotiable, as Yates Petroleum 
Corporation will be proceeding with the drilling of the Guitar well immediately. 

Please return either the executed lease form, as is, or the executed AFE and Operating Agreement at your earliest 
convenience, as to avoid a force-pooling situation. 

Should you have any questions, I can be reached at 505-748-4400. 

Thank you for your consideration. 

Very truly yours, 

YATES PETROLEUM CORPORATION 

Susan Vierra 
Associate Landman 

/sv 
Enclosure(s) 



Producers 88 Rev. (3 Year Lease) 5-96 (THREE YEAR PAID UP LEASE) Form 345 

YPC Revised Form „ O I L AND GAS LEASE Hall-Poorbaugh Press, Inc. 

* Roswell, New Mexico 

THIS AGREEMENT made this 30th day of November. 2004, and Effective November 30, 2004, between James Kelly Polk, dealing in his sole and separate 

property, as Lessor (whether one or more), and YATES PETROLEUM CORPORATION-70%; YATES DRILLING COMPANY-10%, ABO PETROLEUM CORPORATION-10% AND 

SHARBRO OIL LIMITED COMPANY-10%, as Lessee, WITNESSETH: 

1. Lessors in consideration of Ten and No/100 Dollars ($ 10.00 ) in 

hand paid, of the royalties herein provided and of the agreements of Lessee herein contained, hereby grants, leases and lets exclusively unto Lessee for the purpose of investigating, exploring, 

prospecting, drilling and mining for and producing oil and gas, laying pipe lines, building roads, tanks, power stations, telephone lines and other structures thereon and on, over and across lands owned 

or claimed by Lessor adjacent and contiguous thereto, to produce, save, take care of, treat, transport, and own said products, and housing its employees, the following described land in 

Eddy County, New Mexico to-wit: 

Township 25 South. Range 26 East. NMPM 
Section 17: NW/4NE/4, E/2E/2 
Containing 200.00 acres, more or less 

2. Without reference to the commencement, prosecution or cessation at any time of drilling or other development operations and/or to the discovery, development or cessation at any time of 
production of oil or gas and without further payments than the royalties herein provided, and notwithstanding anything else herein contained to the contrary, this lease shall be for a term of three years 
from this date (called "primary term") and as long thereafter as oil or gas is produced from said land or land with which said land is pooled hereunder. 

3. The royalties to be paid by Lessee are: (a) on oil, 1/4 of that produced and saved from said land, the same to be delivered at the wells or to the credit of Lessor into the pipe line to which the 
wells may be connected; Lessee may from time to time purchase any royalty oil in its possession, paying the market price therefore prevailing for the field where produced on the date of purchase; (b) 
on gas, including casing head gas or other gaseous substance, produced from said land, and sold, or used off the premises or for the extraction of gasoline or other product there from, the market value 
at the well of 1/4 of the gas so sold or used, provided that on gas sold at the wells the royalty shall be 1/4 of the amount realized from such sale; while there is a gas well on this lease or on 
acreage pooled therewith but gas is not being sold or used, Lessee may pay or tender as royalty, on or before ninety (90) days after the date on which said well is shut in and thereafter at annual 
intervals the sum of $1.00 per acre, and if such payment is made or tendered, this lease shall not terminate and it will be considered that gas is being produced from this lease in paying quantities. 
Payment or tender of said shut-in gas royalty may be made by check or draft of Lessee mailed or delivered to the parties entitled thereto on or before the date said payment is due. Lessee shall have 
free use of oil, gas, coal and water from said land, except water from Lessor's wells, for all operations hereunder, and the royalty on oil and gas shall be computed after deducting any so used. 

4. Lessee, at its option, is hereby given the right and power to pool or combine the acreage covered by tbis lease, or any portion thereof as to oil and gas, or either of them, with other land, lease 
or leases in the immediate vicinity thereof to the extent, hereinafter stipulated, when in Lessee's judgment it is necessary or advisable to do so in order properly to explore, or to develop and operate 
said leased premises in compliance with the spacing rules ofthe New Mexico Oil Conservation Commission, or other lawful authority or when to do so would, in the judgment of Lessee, promote the 
conservation of oil and gas in and under and that may be produced from said premises. Units pooled for oil hereunder shall not substantially exceed 40 acres each in area, and units pooled for gas 
hereunder shall not substantially exceed in area 640 acres each plus a tolerance of 10% thereof, provided that should governmental authority having jurisdiction prescribe or permit the creation of units 
larger than those specified, units thereafter created may conform substantially in size with those prescribed by governmental regulations. Lessee under the provisions hereof may pool or combine 
acreage covered by this lease, or any portion thereof as above provided as to oil in any one or more strata and as to gas in any one or more strata. The units formed by pooling as to any stratum or 
strata need not conform in size or area with the unit or units into which the lease is pooled or combined as to any other stratum or strata, and oii units need not conform as to area with gas units. The 
pooling in one or more instances shall not exhaust the rights of the Lessee hereunder to pool this lease or portions thereof into other units. Lessee shall file for record in the appropriate records of the 
county in which the leased premises are situated an instrument describing and designating the pooled acreage as a pooled unit. Lessee may at its election exercise its pooling option after commencing 
operations for or completing an oil or gas well on the leased premises, and the pooled unit may include, but it is not required to include, land or leases upon which a well capable of producing oil or gas 
in paying quantities has theretofore been completed or upon which operations for the drilling of a well for oil or gas have theretofore been commenced. Operations for drilling on or production of oil or 
gas from any part ofthe pooled unit which includes all or a portion ofthe land covered by this lease regardless of whether such operations for drilling were commenced or such production was secured 
before or after the execution of this instrument or the instrument designating the pooled unit, shall be considered as operations for drilling on or production of oil and gas from land covered by this lease 
whether or not the well or wells be located on the premises covered by this lease, and the entire acreage constituting such unit or units, as to oil and gas, or either of them, as herein provided, shall be 
treated for all purposes, except the payment of royalties on production from the pooled unit, as i f the same were included in this lease. For the purpose of computing the royalties to which owners of 
royalties and payments out of production and each of them, shall be entitled on production of oil and gas, or either of them, from the pooled unit, there shall be allocated to the land covered by this 
lease and included in said unit a pro rata portion of the oil and gas, or either of them, produced from the pooled unit after deducting that used for operations on the pooled units. Such allocation shall be 
on acreage basis-that is to say, there shall be allocated to the acreage covered by this lease and included in the pooled unit that pro rata portion of the oil and gas, or either of them, produced from the 
pooled unit which the number of surface acres covered by this lease and included in the pooled unit bears to the total number of surface acres included in the pooled unit. Royalties hereunder shall be 
computed on the portion of such production, whether it be oil and gas, or either of them, so allocated to the land covered by this lease and included in the unit just as though such production were from 
such land. The production from an oil well will be considered production from the lease or oil pooled unit from which it is producing and not as production from a gas pooled unit; and production from 
a gas well will be considered as production from the lease or gas pooled unit from which it is producing and not from an oil pooled unit. In addition to the foregoing, Lessee at its option is hereby given 
the right and power from time to time to commit said land or any part or formation or mineral substance covered hereby to any cooperative or unit agreement or plan of development and operation, and 
to any modifications thereof, which have been approved by the New Mexico Oil Conservation Commission or other lawful governmental authority. In such event, the royalty payable to Lessor 
hereunder shall be confuted and paid on the basis of the oil or gas allocated to such land under the terms of any such agreement or plan of operation, which basis shall be the same by which the 
royalty due the United States or the State of New Mexico is computed and paid. This lease shall not expire during the life of such agreement or plan and shall be subject to the terms thereof and said 
agreement or plan of operation shall be filed with the New Mexico Oil Conservation Commission, or other lawful authority, and Lessee shall record in the county in which the leased premises are 
situated, an instrument describing such agreement or plan of operation and reflecting the commitment thereto, and the same may be recorded either before or after the completion of wells. 

5. I f at the expiration of the primary term oil or gas is not being produced on said land, or from land pooled therewith, but Lessee is then engaged in drilling or reworking operations thereon, or 
shall have completed a dry hole thereon within 60 days prior to the end of the primary terms, the lease shall remain in force so long as operations on said well or for drilling or reworking of any 
additional well are prosecuted with no cessation of more than 60 consecutive days, and if they result in the production of oil or gas so long thereafter as oil or gas is produced from said land, or from 
land pooled therewith. If, after the expiration of the primary term of this lease and after oil or gas is produced from said land, or from land pooled therewith, the production thereof should cease from 
any cause, this lease shall not terminate i f Lessee commences operations for drilling or reworking within 60 days after the cessation of such production, but shall remain in force and effect so long as 
such operations are prosecuted with no cessation of more than 60 consecutive days, and if they result in the production of oil and gas, so long thereafter as oil or gas is produced from said land, or from 
land pooled therewith. Any pooled unit designated by Lessee in accordance with the terms hereof, may be dissolved by Lessee by instrument filed for record in the appropriate records ofthe county in 
which the leased premises are situated at any time after the completion of a dry hole or the cessation of production on said unit. In the event a well or wells producing oil or gas in paying quantities 
should be brought in on adjacent land and within 660 feet of and draining the lease premises, or land pooled therewith. Lessee agrees to drill such offset well or wells as a reasonably prudent operator 
would drill under the same or similar circumstances. Lessee may at any time execute and deliver to Lessor or place of record a release or releases covering any portion or portions of the above 
described premises and thereby surrender this lease as to such portion or portions and be relieved or all obligations as to the acreage surrendered. 

6. Lessee shall have the right at any time during or after the expiration of this lease to remove all property and fixtures placed by Lessee on said land, including the right to draw and remove all 
casing. When required by Lessor, Lessee will bury all pipelines below ordinary plow depth, and no well shall be drilled within two hundred feet of any residence or barn now on said land without 
Lessor's consent. 

7. The rights of either party hereunder may be assigned in whole or in part, and the provisions hereof shall extend to their heirs, successors and assigns but no change or division in ownership of 
the land or royalties, however accomplished, shall operate to enlarge the obligations or diminish the rights of Lessee; and no change or division in such ownership shall be binding on Lessee until thirty 
(30) days after Lessee shall have been furnished by registered U.S. mail at Lessee's principal place of business with a certified copy of recorded instrument or instruments evidencing same. In the event 
of assignment hereof in whole or in part liability for breach of any obligation hereunder shall rest exclusively upon the owner of this lease or of a portion thereof who commits such breach. If six or 
more parties become entitled to royalty hereunder, Lessee may withhold payment thereof unless and until furnished with a recordable instrument executed by all such parties designating an agent to 
receive payment for all. 

8. The breach by Lessee of any obligation arising hereunder shall not work a forfeiture or termination of this lease nor cause a termination or revision of the estate created hereby nor be grounds 
for cancellation hereof in whole or in part. In the event Lessor considers that operations are not at any time being conducted in compliance with this lease, Lessor shall notify Lessee in writing of the 
facts relied upon as constituting a breach hereof, and Lessee, i f in default, shall have sixty days after receipt of such notice in which to commence the compliance with the obligations imposed by virtue 
of this instrument After the discovery of oil or gas in paying quantities on said premises, Lessee shall develop the acreage retained hereunder as a reasonably prudent operator but in discharging this 
obligation it shall in no event by required to drill more than one well per forty (40) acres of the area retained hereunder and capable of producing oil in paying quantities and one well per 640 acres plus 
an acreage tolerance not to exceed 10% of 640 acres ofthe area retained hereunder and capable of producing gas in paying quantities. 

9. Lessor hereby warrants and agrees to defend the title to said land and agrees that Lessee at its option may discharge any tax, mortgage or other lien upon said land either in whole or in part, and 
in event Lessee does so, it shall be subrogated to such hen with the right to enforce same and apply royalties accruing hereunder toward satisfying same Without impairment of Lessee's right under the 
warranty in event of failure of title, it is agreed that i f Lessor owns an interest in the oil or gas on, in or under said land less than the entire fee simple estate, then the royalties to be paid Lessor shall be 
reduced proportionately. Should any one or more of the parties named as Lessors fail to execute this lease, it shall nevertheless be binding upon the party or parties executing the same. 

10. Should Lessee be prevented from complying with any express or implied covenant of this lease, from conducting drilling or reworking operations thereon or from producing oil or gas there 
from by reason of scarcity of or inability to obtain or to use equipment or material, or by operation of force majeure, any Federal or state law or any order, rule or regulation of governmental authority, 
then while so prevented, Lessee's obligation to comply with such covenant shall be suspended, and Lessee shall not be liable in damages for failure to comply therewith; and this lease shall be 
extended while and so long as Lessee is prevented by any such cause from conducting drilling or reworking operations on or from producing oil or gas from the leased premises; and the time while 
Lessee is so prevented shall not be counted against Lessee, anything in this lease to the contrary notwithstanding. 

IN WITNESS WHEREOF, this instrument is executed on the date first above written. 

James Kelly Polk 



INDIVIDUAL ACKNOWLEDGMENT 

STATE OF ) 

)ss 

COUNTY OF ) 

This instrument was acknowledged before me this day of , 2004, 

by James Kelly Polk 

My commission expires 

Notary Public 

ACKNOWLEDGMENT 

STATE OF ) 

)ss. 

COUNTY OF ) 

This instrument was acknowledged before me this day of 2004. 

by as 

for 

My commission expires 

Notary Public 

INDIVIDUAL ACKNOWLEDGMENT 

STATE OF ) 

)ss. 

COUNTY OF ) 

This instrument was acknowledged before me this day of 2004. 

By 

My commission expires 

Notary Public 
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Susan Vierra 
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Guitar BFL Com #1 
Township 25 South, Range 26 East, NMPM 
Section 17: N/2 
Eddy County, New Mexico 

Mineral Owner: 

Net Acres in N/2 Spacing Unit 
Percent Working Interest in Unit 
Previous Lease dated: 
Expiration: 

Marilyn Guitar Galusha Trust 
P O Box 1438 
Abilene, TX 79604 

1.875 
0.585938% 

9/21/01 
9/20/04 

Lease Renewal and Correspondence Timeline 
2/13/04 Offer letter sent to renew previous lease: 

Terms: 3-year term 
$100.00 bonus/acre 
1/4 royalty 

2/23/04 Received signed acceptance to renew lease as per terms offered. 

2/25/04 Sent lease documents and bank draft as per term accepted. 

4/23/04 Received executed lease with several modifications and amendments. 

4/23/04 Sent letter to explain that terms added are not acceptable to Yates 

management. Sent modified compromise lease form. 

Several phone conversations - no compromise reached. 

9/21/04 No response from Ms. Galusha - lease expired. 

11/10/04 Sent AFE to participate in the drilling of the Guitar BFL Com #1. 

11 /12/04 Received certified receipt of sent AFE. 

11/30/04 Final offer sent: 
Option 1: Sign AFE to participate in drilling of well 
Option 2: Enclosed Yates lease form (no modifications) 

3-year term 
$100.00 bonus / acre 
1/4 royalty 

12/8/04 Received certified receipt of Final offer letter. 

BEFORE THE O.L CONSERVATION DIVISION 
Santa Fe, New Mexico 

Case No. 13398 Exhibit 3-E 
Submitted by 
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FEB 2 3 2004 

Marilyn Guitar Galusha Trust 
P. O. Box 1438 
Abilene, TX 79604 

105 South Fourth Street 
Artesia, NM 88210 

505-748-1471 
FAX 505-748-4572 

February 13, 2004 

Ms. Galusha: 

RE: Oil & Gas Lease 
Township 25 South. Ranqe 26 East. NMPM 
Section 17: NW/4NE/4, E/2E/2 
Eddy County, New Mexico 

Yates Petroleum Corporation would like to extend an offer to re-new your lease in the captioned acreage, 
subject to the following terms: 

1. A Paid-up Three (3) Year Oil and Gas Lease; 

2. A bonus consideration of $100.00 per acre for the 3.125 net mineral acres; 

3. A royalty reservation of 1/4th of 8/8ths on all oil and gas produced from the leased lands; 

4. Offer will expire at office closing on March 15, 2004. 

5. Title acceptable to Yates Petroleum Corporation. 

If the above meets with your approval, please execute below and return to this office at your earliest 
convenience. If you have any questions regarding this matter, please call me at (505) 748-4356. 

Thank you. 
Very truly yours, 
Yates Petroleum Corporation 

Land Technid 

/sp 

AGREED and ACCEPTED this / % day of 7 ^ ^ ^ ^ c > w - . 
Marilyn Guitar Galusha Trust 

2004 

Trustee 
£ / 



PETROLEUM 
CORPORATION 

105 South Fourth Street 
Artesia, NM 88210 

505-748-1471 
FAX 505-748-4572 

February 25, 2004 

Marilyn Guitar Galusha 
P. O. Box 1438 
Abilene, TX 79604 

Re: Oil & Gas Lease 
Township 25 South. Range 26 East. NMPM 
Section 17: NW/4NE/4, E/2E/2 
Eddy County, New Mexico 

Ms.Galusha: 

Enclosed are two (2) copies of our Paid-up Oil and Gas Lease, three (3) year term, providing for a 1/4 
royalty, covering your interest in the captioned lands. Also enclosed is one (1) draft in the amount of 
$312.50 which is full bonus consideration of $100.00 per acre for your 3.125 net mineral acre interest. 

If the above meets with your approval, please execute the Oil and Gas Lease before a Notary Public. 
Also endorse the draft and send it for collection through your bank, together with the lease to the 
address below: 

First National Bank of Artesia 
P O Drawer AA 
Artesia, New Mexico 88210 
Attention: Collection Department 

Or you may void the draft and send the executed and notarized lease, with the voided draft, 
directly back to me at the Yates Petroleum Corporation address and I will return to you a direct 
check. 

If you have any questions, please call me at (505) 748-4356. Thank you. 

Very truly yours, 
YATES PETROLEUM CORPORATION 

Shirley Pruitt 
Land Technician 

/sp 
Enclosure(s) 



Producers 88 Rev. (3 Year Lease) 5-96 (THREE YEAR PAID UP LEASE) Form 345 

YPC Revised Form V ' " OIL AND GAS LEASE ' Hall-Poorbaugh Press, Inc. 
Roswell, New Mexico 

THIS AGREEMENT made this 18th day of February 2004, but Effective September 21, 2004, between Marilyn Guitar Galusha, Trustee of the Marilyn 

Guitar Galusha Trust, as Lessor (whether one or more), and YATES PETROLEUM CORPORATION-70%; YATES DRILLING COMPANY-10%, ABO PETROLEUM 

CORPORATION-10% AND MYCO INDUSTRIES, INC-10%, as Lessee, WITNESSETH: 

1. Lessors in consideration of TenandNo/100 Dollars ($ 10.00 
) in hand paid, of the royalties herein provided and of the agreements of Lessee herein contained, hereby grants, leases and lets exclusively unto Lessee for the purpose of investigating, 

exploring, prospecting, drilling and mining for and producing oil and gas, laying pipe lines, building roads, tanks, power stations, telephone lines and other structures thereon and on, over and 
across lands owned or claimed by Lessor adjacent and contiguous thereto, to produce, save, take care of, treat, transport, and own said products, and housing its employees, the following described 
land in Eddy County, New Mexico to-wif. 

Township 25 South. Ranee 26 East. NMPM 
Section 17: NW/4NE/4, E/2E/2 

2. Without reference to the commencement, prosecution or cessation at any time of drilling or other development operations and/or to the discovery, development or cessation at any time of 
production of oil or gas and without further payments than the royalties herein provided, and notwithstanding anything else herein contained to the contrary, this lease shall be for a term of three 
years from this date (called "primary term") and as long thereafter as oil or gas is produced from said land or land with which said land is pooled hereunder. 

3. The royalties to be paid by Lessee are: (a) on oil, 1/4 of that produced and saved from said land, the same to be delivered at the wells or to the credit of Lessor into the pipe line to which 
the wells may be connected; Lessee may from time to time purchase any royalty oil in its possession, paying the market price therefore prevailing for the field where produced on the date of 
purchase; (b) on gas, including casing head gas or other gaseous substance, produced from said land, and sold, or used off the premises or for the extraction of gasoline or other product there from, 
the market value at the well of J/4 of the gas so sold or used, provided that on gas sold at the wells the royalty shall be J/4 of the amount realized from such sale; while there is a gas well on 
this lease or on acreage pooled therewith but gas is not being sold or used, Lessee may pay or tender as royalty, on or before ninety (90) days after the date on which said well is shut in aai 

ty thwonftir at aiutiiul intui iuls the sum of $1.00 per acre, and if such payment is made or tendered, this lease shall not terminate and it will be considered that gas is being produced from this lease in 9 -
* paying quantities. Payment or tender of said shut-in gas royalty may be made by check or draft of Lessee mailed or delivered to the parties entitled thereto on or before the date said payment is due. 

•Lu j i i .dull lime free uca af oilt y»s, uuul and mim Cuuualil laud, umjopt watoii fi um LUUUI'J iiullu, fer all opomtiei» Uu'tuuJu, uud Chi LuyjUy UUU11 jud^asilialllu DUiuuttUd afty dt dusting, 
nC^rr^rmi. /\ SuUT IH Q AS WfcH Uoil\ /UOT SerXe>T© ©tftena 4-he Tfevw, o-P Tnts le.ets.e- Tor^o^-
(J J T TITUKO «N« Vecur APVer-Tke dafe.Saito i»e(l is SHUT //y, r 

4. Lessee, at its option, is hereby given Bie right and powerto poolor combine the acreage covered by this lease, or any portion thereof as to oil and gas, or either of them, with other land, 
lease or leases in the immediate vicinity thereof to the extent, hereinafter stipulated, when in Lessee's judgment it is necessary or advisable to do so in order properly to explore, or to develop and 
operate said leased premises in compliance with the spacing rules of the New Mexico Oil Conservation Commission, or other lawful authority or when to do so would, in the judgment of Lessee, 
promote the conservation of oil and gas in and under and that may be produced from said premises. Units pooled for oil hereunder shall not substantially exceed 40 acres each in area, and units 
pooled for gas hereunder shall not substantially exceed in area 640 acres each plus a tolerance of 10% thereof, provided that should governmental authority having jurisdiction prescribe or permit 
the creation of units larger than those specified, units thereafter created may conform substantially in size with those prescribed by governmental regulations. Lessee under the provisions hereof 
may pool or combine acreage covered by this lease, or any portion thereof as above provided as to oil in any one or more strata and as to gas in any one or more strata. The units formed by pooling 
as to any stratum or strata need not conform in size or area with the unit or units into which the lease is pooled or combined as to any other stratum or strata, and oil units need not conform as to 
area with gas units. The pooling in one or more instances shall not exhaust the rights of the Lessee hereunder to pool this lease or portions thereof into other units. Lessee shall file for record in the 
appropriate records of the county in which the leased premises are situated an instrument describing and designating the pooled acreage as a pooled unit. Lessee may at its election exercise its 
pooling option after commencing operations for or completing an oil or gas well on the leased premises, and the pooled unit may include, but it is not required to include, land or leases upon which 
a well capable of producing oil or gas in paving quantities has theretofore been completed or upon which operations for the driUing of a well for oil or gas have theretofore been commenced. 
Operations for drilling on or production of oil or gas from any part of the pooled unit which includes all or a portion of the land covered by this lease regardless of whether such operations for 
drilling were commenced or such production was secured before or after the execution of this instrument or the instrument designating the pooled unit, shall be considered as operations for drilling 
on or production of oil and gas from land covered by this lease whether or not the well or wells be located on the premises covered by this lease, and the entire acreage constituting such unit or 
units, as to oil and gas, or either of them, as herein provided, shall be treated for all purposes, except the payment of royalties on production from the pooled unit, as if the same were included in 
this lease. For the purpose of computing the royalties to which owners of royalties and payments out of production and each of them, shall be entitled on production of oil and gas, or either of 
them, from the pooled unit, there shall be allocated to the land covered by this lease and included in said unit a pro rata portion of the oil and gas, or either of them, produced from the pooled unit 
after deducting that used for operations on the pooled units. Such allocation shall be on acreage basis-that is to say, there shall be allocated to the acreage covered by this lease and included in the 
pooled unit that pro rata portion of the oil and gas, or either of them, produced from the pooled unit which the number of surface acres covered by this lease and included in the pooled unit bears to 
the total number of surface acres included in the pooled unit. Royalties hereunder shall be computed on the portion of such production, whether it be oil and gas, or either of them, so allocated to 
the land covered by this lease and included in the unit just as though such production were from such land. The production from an oil well will be considered production from the lease or oil 
pooled unit from which it is producing and not as production from a gas pooled unit; and production from a gas well will be considered as production from the lease or gas pooled unit from which 
it is producing and not from an oil pooled unit. In addition to the foregoing. Lessee at its option is hereby given the right and power from time to time to commit said land or any part or formation 
or mineral substance covered hereby to any cooperative or unit agreement or plan of development and operation, and to any modifications thereof, which have been approved by the New Mexico 
Oil Conservation Commission or other lawful governmental authority. In such event, the royalty payable to Lessor hereunder shall be computed and paid on the basis ofthe oil or gas allocated to 
such land under the terms of any such agreement or plan of operation, which basis shall be the same by which the royalty due the United States or the State of New Mexico is computed and paid. 
This lease shall not expire during the life of such agreement or plan and shall be subject to the terms thereof and said agreement or plan of operation shall be filed with the New Mexico Oil 
Conservation Commission, or other lawful authority, and Lessee shall record in the county in which the leased premises are situated, an instrument describing such agreement or plan of operation 
and reflecting the commitment thereto, and the same may be recorded either before or after the completion of wells. 

5. If at the expiration ofthe primary term oil or gas is not being produced on said land, or from land pooled therewith, but Lessee is then engaged in drilling or reworking operations thereon, 
or shall have completed a dry hole thereon within 60 days prior to the end ofthe primary terms, the lease shall remain in force so long as operations on said well or for drilling or reworking of any 
additional well are prosecuted with no cessation of more than 60 consecutive days, and if they result in the production of oil or gas so long thereafter as oil or gas is produced from said land, or 
from land pooled therewith. If, after the expiration of the primary term of this lease and after oil or gas is produced from said land, or from land pooled therewith, the production thereof should 
cease from any cause, this lease shall not terminate if Lessee commences operations for drilling or reworking within 60 days after the cessation of such production, but shall remain in force and 
effect so long as such operations are prosecuted with no cessation of more than 60 consecutive days, and if they result in the production of oil and gas, so long thereafter as oil or gas is produced 
from said land, or from land pooled therewith. Any pooled unit designated by Lessee in accordance with the terms hereof, may be dissolved by Lessee by instrument filed for record in the 
appropriate records of the county in which the leased premises are situated at any time after the completion of a dry hole or the cessation of production on said unit. In the event a well or wells 
producing oil or gas in paying quantities should be brought in on adjacent land and within 660 feet of and draining the lease premises, or land pooled therewith. Lessee agrees to drill such offset 
well or wells as a reasonably prudent operator would drill under the same or similar circumstances. Lessee may at any time execute and deliver to Lessor or place of record a release or releases 
covering any portion or portions of the above described premises and thereby surrender this lease as to such portion or portions and be relieved or all obligations as to the acreage surrendered. 

6. Lessee shall have the right at any time during or after the expiration of this lease to remove all property and fixtures placed by Lessee on said land, including the right to draw and remove 
all casing. When required by Lessor, Lessee will bury all pipelines below ordinary plow depth, and no well shall be drilled within two hundred feet of any residence or bam now on said land 
without Lessor's consent. 

7. The rights of either party hereunder may be assigned in whole or in part, and the provisions hereof shall extend to their heirs, successors and assigns but no change or division in ownership 
of the land or royalties, however accomplished, shall operate to enlarge the obligations or diminish the rights of Lessee; and no change or division in such ownership shall be binding on Lessee 
until thirty (30) days after Lessee shall have been furnished by registered U.S. mail at Lessee's principal place of business with a certified copy of recorded instrument or instruments evidencing 
same. In the event of assignment hereof in whole or in part liability for breach of any obligation hereunder shall rest exclusively upon the owner of this lease or of a portion thereof who commits 
such breach. If six or more parties become entitled to royalty hereunder, Lessee may withhold payment thereof unless and until furnished with a recordable instrument executed by all such parties 
designating an agent to receive payment for all. 

8. The breach by Lessee of any obligation arising hereunder shall not work a forfeiture or termination of this lease nor cause a termination or revision of the estate created hereby nor be 
grounds for cancellation hereof in whole or in part. In the event Lessor considers that operations are not at any time being conducted in compliance with this lease, Lessor shall notify Lessee in 
writing of the facts relied upon as constituting a breach hereof, and Lesaee, if in default, shall have sixty days after receipt of such notice in which to commence the compliance with the obligations 
imposed by virtue of this instrument After the discovery of oil or gas in paying quantities on said premises, Lessee shall develop the acreage retained hereunder as a reasonably prudent operator 
but in discharging this obligation it shall in no event by required to drill more than one well per forty (40) acres of the area retained hereunder and capable of producing oil in paying quantities and 
one well per 640 acres plus an acreage tolerance not to exceed 10% of640 acres ofthe area retained hereunder and capable of producing gas in paying quantities. 

I ^ 9. Lessor hereby wni'wum and agwoo to dtfond tha titla to cnid Ian* and agrees that Lessee at its option may discharge any tax, mortgage or other lien upon said land either in whole or in part, 
and in event Lessee does so, it shall be subrogated to such lien with the right to enforce same and apply royalties accruing hereunder toward satisfying same Without impairment of Lessee's right 
under the warranty in event of failure of title, it is agreed that i f Lessor owns an interest in the oil or gas on, in or under said land less than the entire fee simple estate, then the royalties to be paid 
Lessor shall be reduced proportionately. Should any one or more of the parties named as Lessors fail to execute this lease, it shall nevertheless be binding upon the party or parties executing the 
same. 

10. Should Lessee be prevented from complying with any express or implied covenant of this lease, from conducting drilling or reworking operations thereon or from producing oil or gas 
there from by reason of scarcity of or inability to obtain or to use equipment or material, or by operation of force majeure, any Federal or state law or any order, rule or regulation of governmental 
authority, then while so prevented, Lessee's obligation to comply with such covenant shall be suspended, and Lessee shall not be liable in damages for failure to comply therewith; and this lease 
shall be extended while and so long as Lessee is prevented by any such cause from conducting drilling or reworking operations on or from producing oil or gas from the leased premises; and the 
time while Lessee is so prevented shall not be counted against Lessee, anything in this lease to the contrary notwithstanding. / , • « » « » 

SAIL. £<&SXJ& K 
IN WITNESS WHEREOF, this instrument is executed on the date first above written, 

Marilyn Guitar Galusha, Trustee of the 
Marilyn Guitar Galusha Trust 

'<z jfazt^&ju fa? 



Exhibit "A 

1 f Notwithstanding anything else to the contrary herein, payment of shut-in Gas 
Weil Royalties will not be permitted to maintain this Lease in force for a period greater 
than one year beyond the primary term, at which time this Lease shali automatically 
terminate. 

12. Notwithstanding any other provisions hereof, at the end of the primary term, ali 
acreage not included in a proration unit as designated by the new Mexico Oil 
Conservation Division and all depths 100 feet below the deepest producing horizon shall 
be automatically eliminated from this Lease and revert to LESSOR, unless LESSEE is 
drilling a Well on the leased premises or on lands pooled therewith, in which event the 
Lease will be held in its entirety as long as not more than one hundred twenty (120) days 
elapse between the completion of one Well and the commencement of another. 
"Completion" shall be defined as (1) the date on which a dry hole is plugged or (2) the 
date certified to tlie New Mexico Oil Conservation Division as the date a Well has been 
completed as a producing Well, whichever be appropriate. "Commencement" shall be 
defined as tbe date driUing operations are commenced on the Leased premises or on lands 
pooled therewith. 

13, As an addition to the terms hereof, it is expressly agreed that all royalty to be paid 
hereunder shall be delivered to LESSOR free of all costs of transportation, compression, 
processing, treatment, purification, dehydration, separation, stabilization, manufacturing, 
measuring or marketing the oil gas, or other hydrocarbons covered by this lease. 
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105 South Fourth Street 
Artesia, NM 88210 

505-748-1471 
FAX 505-748-4572 

April 23, 2004 

Marilyn Guitar Galusha 
P. O. Box 1438 
Abilene, TX 79604 

Re: Oil & Gas Lease 
Township 25 South. Range 26 East. NMPM 
Section 17: NW/4NE/4, E/2E/2 
Containing 200 acres, more or less 
Eddy County, New Mexico 

Ms. Galusha: 

Thank you for your response to our recent lease renewal offer. At this time, we are not able to accept 
the lease form and terms you provided. Enclosed please find two (2) copies of Oil and Gas Lease 
Form 342P, containing a two (2) year shut-in provision, which we will accept. Also, the lease form you 
mailed to us was not notarized. If the enclosed meets with your approval, please execute the lease 
before a notary public and return to this office. Upon receipt of the properly executed and notarized 
lease, we will issue a direct check to you, per your instructions. 

If you have any questions, please call me at (505) 748-4356. Thank you. 

Very truly yours, 

/sp 
Enclosure(s) 



LNDR07 LEASE RECORD SHEET 
USER-TAMMYV WS-QPAD£V000J 
9:39:08 3/08/2002 

PAGE 1 
10:52:24 ^18/2002 

LEASE NUMBER - NM-000403-0Q2513-K LEASE NAME GALUSHA, MARILYN GUITAR, TRUST 

PROSPECT 000000 ACCT. LEASE 270392-001 

968 REC DATE... 10/05/2001 
REC DATE... 0/00/0000 

ACQ CODE 
COUNTY #1 EDD EDDY BOOK.. 431 PAGE.. 
COUNTY #2 BOOK.. PAGE.. 
STATE NM NEW MEXICO 
LEASE DATE 9/21/2001 RECORD STATUS... CM COMPLETE LEASE RECORD 
EFFECTIVE DATE 9/21/2001 LEASE TYPE X FEE LEASE 
EXPIRATION DATE 9/20/2004 ACQUISITION DATE. 9/21/2001 
PRIMARY TERM 3 YR LEASE/RENTAL STAT...PDU PAID UP LEASE 
ORIGINAL LESSOR MARILYN GUITAR GALUSHA TRUST, MARILYN GUITAR GALUSHA, TRUSTE 
ORIGINAL LESSEE YPC 
ACQUIRED - HOW BONUS PER ACRE... 100.00 

- FROM TOTAL BONUS 312.50 
LESSEE OF RECORD 

ACREAGES 
TOTAL 
DEVELOPED 
UNDEVELOPED.. 
NO TOTALIZE.. 

LSE GROSS LEASE NET 
200.00 3.12 

200.00 3.12 

OUR NET BASE ACRES 
LESSOR MI 
LESSOR RI 25000000 
TOTAL ORRI 
LEASE NRI 75000000 

LEGAL DESCRIPTION INFORMATION: 

SEQ TWP RNG SEC LOCATION 
LEGAL DESCRIPTION 

ABSTRACT t LSE GRS LSE NET 

01 25S 26E 17 
NW4NE4, E2E2 

TOTAL ACREAGE 

200.00 

200.00 

OWNERSHIP INFORMATION: 

OWNER* WORKING INTEREST OWNER GWI OTHER CO LSE 

3.12 

3.12 

EXI 
SOOO ABO PETROLEUM CORPORATION .10000000 

640010 MYCO INDUSTRIES, INC. .10000000 
994100 YATES DRILLING COMPANY .10000000 
999900 YATES PETROLEUM CORPORATION .70000000 

TOTAL INTEREST 1.00000000 

SPECIAL FEATURES/WELL CROSS REFERENCE: 

HELD BY PROD. 
HELD BY UNIT. 
SHUT-IN PROV. 
PUGH CLAUSE.. 
REASMT OBLIG. 
UNIT CLAUSE.. 

2 TWO YR 
P PUGH 

SURFACE DAMAGES. 
MINIMUM ROYALTY. 
RENEWAL OPTION.. 
LESSER INTEREST. 
CONT. DRILLING.. 

POOLING..OIL 
REWORK DAYS 
MULTI-TRACT 
SLIDING ROYALTY. 

GAS 

DELAY RENTAL/SHUT-IN INFORMATION: 

RENTAL PAID BY SHUT-IN PAID BY 
RENTAL PER ACRE SHUT-IN PER ACRE 
RENTAL AMOUNT/TYPE SHUT-IN AMOUNT 
BANK FEE BANK FEE 
TOTAL RENTAL TOTAL SHUT-IN 
COMPANY SHARE COMPANY SHARE 
RENTAL DUE DATE 0/00/0000 SHUT-IN DUE DATE 0/00/0000 
PAYMENT FREQUENCY PAYMENT FREQUENCY 

HBP WELL NAME.. 
MULT/COMB CHECKS 

LEASE NUMBER - NM-000403-002513-K 



f̂* ̂  ^kfliJ^Jfi^p ^ ^ *p *i» ̂  /p #p #P #P #|i #p #|i ̂ p ̂  / p ^ v ^ ^ ^ ^ ^ ^^#p #P ̂  p̂*f% /P ^V^P i ^ ^ ^ ^ #^ i | \ ^ /fv #p ^ ^ ^p #p Vp ip ip ̂  /p ̂ p ̂  ^p #iv #p #|\ ^ /p ̂  ^ #p fp #p Vp ̂ p * * l * *p *p 

* P. 01 * 
* TRANSACTION REPORT 
X : NOV-19-2004 FRI 02:11 PM 
t 
% FOR: YATES PETROLEUM LAND 5057484572 

DATE START RECEIVER TX TIME PAGES TYPE NOTE M# DP 

NOV-19 02:11 PM 13256771399 33" 2 SEND OK 689 

* X 
* TOTAL : 33S PAGES: 2 * 
t t 
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M A R T I N Y A T E S . Il l 
1 9 1 2 - 1 9 8 5 

F R A N K W . Y A T E S 
1936-1986 

P E Y T O N Y A T E S 
EXECUTIVE V I C E PRESIDENT 

R A N D Y G. P A T T E R S O N 
SECRETARY 

D E N N I S S . K I N S E Y 

S. P. Y A T E S 
CHAIRMAN OF T H E B O A R D 

JOHN A. YATES 

105 SOUTH FOURTH STREET 

ARTESIA, NEW MEXICO 88210-2118 
TREASURER 

TELEPHONE (505) 748-1471 

September 23, 2004 

Brett Guitar Witherspoon 
P. 0 . Box 100635 
Fort Worth, TX 76185 

Re: Oil& Gas Lease 
Township 25 South, Range 26 East, NMPM 
Section 17: NW/4NE/4, E/2E/2 
Containing 200 acres, more or less 
Eddy County, New Mexico 

Mr. Witherspoon: 
Pursuant to our telephone conversation of September 3,2004, Yates Petroleum Corporation 
would like to work with you to compile a lease form acceptable to the Guitar family members and 
our corporation. 

Our objection to the counter-offer of Marilyn Galusha is the one-year shut-in. The current lease 
form provides for a two-year shut-in and amending to one-year is not reasonable. This is a 
wildcat area and there is no existing infrastructure. If we decide to drill, it could easily take over 
one year just to get pipeline in to the area. 

Concerning James Alexander's counter-offer, we have reviewed amended Paragraph 11 to 
Exhibit A and discussed it with the other two departments affected, accounting and marketing. 
The first paragraph in Paragraph 11 appears to be ambiguous and contradictory to other 
paragraphs in the lease. Paragraph 4 allows the same deductions as royalties due the United 
States. However, item 11 also states "royalty shall never be less than twenty-five percent of the 
gross amount realized by Lessee...." The language is confusing and needs clarification. For 
your information, the Yates believe in paying royalty owners on the same basis as they get paid. 
As to the second paragraph of Paragraph 11, we will agree to $5.00 per net acre shut-in. 
However, we will require amending "this Lease may not be maintained by shut-in payments more 
than two (2) (cumulative) years" to consecutive years. Please consider striking the last 
sentence of Item 11. In Item 12, we request amending from "below the deepest producing 
horizon" to "below the deepest depth drilled". We believe it is fair to let us keep all the formations 
we drill and then determine the most viable order to produce the well. 

May we hear from you soon concerning this matter? If you have questions, please call me 
at (505) 748-4356. 

Very truly yours, 
YATES PETROLEUM CORPORATION 

Is 
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OIL & GAS LEASE 

THIS AGREEMENT made this 23rd day of April 2004. but effective September 21. 2004 between Marilyn Guitar Galusha, Trustee of the Marilyn Guitar Galusha Trust, as 
Lessor (whether one or more), and YATES PETROLEUM CORPORATION-70%; YATES DRILLING COMPANY-10%, ABO PETROLEUM CORPORATION-10% and MYCO 
INDUSTRIES, INC-10%, as Lessee: 

1. Lessor, In consideration of TEN AND OTHER DOLLARS in hand paid, receipt of which is here acknowledged, and ofthe royalties herein provided and of the agreements ofthe lessee 
herein contained, hereby grants, leases and lets exclusively unto lessee for the purpose of investigating, exploring, prospecting, drilling, and operating for and producing oil and gas. injecting gas, 
waters, other fluids, and air into subsurface strata laying pipelines, storing oil, building tanks, roadways, telephone lines, and other structures and things thereon to produce, save, take care of, treat, 
process, store and transport said minerals, the following described land in Eddv County, New Mexico, to-wit: 

Township 25 South. Range 26 East N.M.P.M. 
Section 17: NW/4NE/4, E/2E/2 

Said land is estimated to comprise 200.00 acres, whether it actually comprises more or less. 

2. Subject to the other provisions herein contained, this lease shall remain in force for a term of Three years from this date (called "primary term") and as long thereafter 
as oil or gas is produced from said land or from land with which said land is pooled. 

3. The royalties to be paid by lessee are: (a) on oil, and other liquid hydrocarbons saved at the well, l/4th of that produced and saved from said land, same to be 
delivered at the wells or to the credit of lessor in the pipeline to which the wells tray be connected; (b) on gas, including casinghead gas or other gaseous substance 

produced from said land and used off the premises or used in the manufacture of gasoline or other products, the market value at the well of l/4th of the gas used, 

provided that on gas sold on or off the premises, the royalties shall be l/4th ofthe amount realized from such sale; (c) and at any time when this lease is 
not validated by other provisions hereof and there is a gas and/or condensate well on said land, or land pooled therewith, but gas or condensate is not being so sold or used and such well is shut in, 
either before or after production therefrom, then on or before 90 days after said well is shut in, and thereafter at annual intervals, lessee may pay or tender an advance shut-in royalty equal to $ 1.00 
per net acre of lessor's gas acreage then held under this lease by the party making such payment or tender, and so long as said shut-in royalty is paid or tendered, this lease shall not terminate and it 
shall be considered under all clauses hereof that gas is being produced from the leased premises in paying quantities. Each such payment shall be paid or tendered to the party or parties who at the 
time of such payment would be entitled to receive the royalties which would be paid under this lease if the well were in fact producing. The payment or tender of royalties and shut-in royalties may 
be made by check or draft. Any timely payment or tender of shut-in royalty which is made in a bona fide attempt to make proper payment, but which is erroneous in whole or in part as to parties or 
amounts, shall nevertheless be sufficient to prevent termination of this lease in the same manner as though a proper payment had been made if lessee shall correct such error within 30 days after 
lessee has received written notice thereof by certified mail from the party or parties entitled to receive payment together with such written instruments (or certified copies thereof) as are necessary to 
enable lessee to make proper payment The amount realized from the sale of gas on or off the premises shall be the price established by the gas sales contract entered into in good faith by lessee and 
gas purchaser for such term and under such conditions as are customary in the industry. "Price" shall mean the net amount received by lessee after giving effect to applicable regulatory orders and 
after application of any applicable price adjustments specified in such contract or regulatory orders. In tho ovont loanee ooiupioanoo, treats, purifies, or dohydratea aueh gag (whothcr on or off the 
lcmed prerniaoa) or transports gas off the leaned promises, Icoooc in oomputing royalty hereunder may doduot from suoh prioo a reasonable ohargc for caoh of isuoh functions performed. 

4. This is a paid-up lease and lessee shall not be obligated during the primary term hereof to commence or continue any operations of whatsoever character or to make any payments hereunder 
in order to maintain this lease in force during the primary term; however, this provision is not intended to relieve lesee of the obligation to pay royalties on actual production pursuant to the 
provisions or Paragraph 3 hereof. 

5. Lessee is hereby granted the right and power, from time to time, to pool or combine this lease, the land covered by it or any part or horizon thereof with any other land, leases, mineral 
estates or parts thereof for the production of oil or gas. Units pooled hereunder shall not exceed the standard proration unit fixed by law or by the Oil Conservation Division of the Energy and 
Minerals Department of the State of New Mexico or by any other lawful authority for the pool or area in which said land is situated, plus a tolerance of tea percent Lessee shall file written unit 
designations in the county in which the premises are located and such units may be designated from time to time and either before or after the completion of wells. Drilling operations on or 
production from any part of any such unit shall be considered for all purposes, except the payment of royalty, as operations conducted upon or production from the land described in this lease. There 
shall be allocated to the land covered by this lease included in any such unit that portion ofthe total production of pooled minerals from wells in the unit, after deducting any used in lease or unit 
operations, which the net oil or gas acreage in the land covered by this lease included in the unit bears to the total number of surface acres in the unit The production so allocated shall be considered 
for all purposes, including the payment or delivery of royalty, to be the entire production of pooled minerals from the portion of said land covered hereby and included in said unit in the same 
manner as though produced from said land under the terms of this lease. Any pooled unit designated by lessee, as provided herein, may be dissolved by lessee by recording an appropriate instrument 
in the County where the land is situated at any time after the completion of a dry hole or the cessation of production on said unit. 

6. If at the expiration ofthe primary term there is no well upon said land capable of producing oil or gas, but lessee has commenced operations for drilling or reworking thereon, this lease 
shall remain In force so long as operations are prosecuted with no cessation of more than 60 consecutive days, whether such operations be on the same well or on a different or additional well or 
wells, and if they result in fhe production of oil or gas, so long thereafter as oil or gas is produced from said land. If, after the expiration of the primary term, all wells upon said land should become 
incapable of producing for any cause, this lease shall not terminate if lessee commences operations for additional drilling or for reworking within 60 days thereafter. If any drilling, additional 
drilling or reworking operations hereunder result in production, then this lease shall remain in full force so long thereafter as oil or gas is produced hereunder. 

7. Lessee shall have free use of oil, gas and water from said land, except water from lessor's wells and tanks, for all operations hereunder, and the royalty shall be computed after deducting 
any so used. Lessee shall have the right at any time during or after the expiration of this lease to remove all property and fixtures placed by lessee on said land, including the right to draw and 
remove all casing. When required by lessor, lessee will bury all pipe lines on cultivated lands below ordinary plow depth, and no well shall be drilled within two hundred feet (200 f t ) of any 
residence or bam now on said land without lessor's consent Lessor shall have the privilege, at his risk and expense, of using gas from any gas well on said land for stoves and inside lights in the 
principal dwelling thereon, out of any surplus gas not needed for operations hereunder. 

8. The rights of either party hereunder may be assigned in whole or in part and the provisions hereof shall extend to their heirs, executors, administrators, successors and assigns; but no 
change in the ownership ofthe land or in the ownership of, or rights to receive, royalties or shut-in royalties, however accomplished shall operate to enlarge the obligations or diminish the rights of 
lessee: and no such change or division shall be binding upon lessee for any purpose until 30 days after lessee has been furnished by certified mail at lessee's principal place of business with 
acceptable instruments or certified copies thereof constituting the chain of title from the original lessor. If any such change in ownership occurs through the death of the owner, lessee may, at its 
option, pay or tender any royalties or shut-in royalties in fhe name ofthe deceased or to his estate or to his heirs, executor or administrator until such time as lessee has been furnished with evidence 
satisfactory to lessee as to the persons entitled to such sums. An assignment of this lease in whole or in part shall, to the extent of such assignment, relieve and discharge lessee of any obligations 
hereunder and, if lessee or assignee of part or parts hereof shall fail or make default in the payment of the proportionate part of royalty or shut-in royalty due from such lessee or assignee or fail to 
comply with any of the provisions of this lease, such default shall not affect this lease insofar as it covers a part of said lands upon which lessee or any assignee thereof shall properly comply or 
make such payments. 

9. Should lessee be prevented from complying with any express or implied covenant of this lease, or from conducting drilling or reworking operations hereunder, or from producing oil or gas 
hereunder by reason of scarcity or inability to obtain or use equipment or material, or by operation of force majeure, or by any Federal or state law or any order, rule or regulation of governmental 
authority, then while so prevented, lessee's duty shall be suspended, and lessee shall not be liable for failure to comply therewith; and this lease shall be extended while and so long as lessee is 
prevented by any such cause from conducting drilling or reworking operations or from producing oil or gas hereunder; and the time while lessee is so prevented shall not be counted against lessee, 
anything in this lease to the contrary notwithstanding. 

10. Lessor'howby warrants nnd ogrcoo to doftnd the title to aaid land and agrees that lessee at is option may discharge any tax, mortgage or other lien upon said land, and in the event lessee 
does so it shall be subrogated to such lien with the right to enforce same and to apply royalties and shut-in royalties payable hereunder toward satisfying same. Without impairment of lessee's rights 
under the warranty, if this lease covers a less interest in the oil or gas in all or any part of said land than the entire and undivided fee simple estate (whether lessor's interest is herein specified or not) 
then the royalties, shut-in royalty, and other payments, if any, accruing from any part as to which this lease covers less than such full interest, shall be paid only in the proportion which the interest 
therein, if any, covered by this lease, bears to the whole and undivided fee simple estate therein. Should any one or more of the parties named above as lessors fail to execute this lease, it shall 
nevertheless be binding upon the party or parries executing the same. 

11. Lessee, its or his successors, heirs and assigns, shall have the right at any time to surrender this lease, in whole or in part, to lessor or his heirs, successors and assigns by delivering or 
mailing a release thereof to the lessor, or by placing a release thereof of record in the county in which said land is situated; thereupon lessee shall be relieved from all obligations, expressed or 
implied, of this agreement as to acreage so surrendered, and thereafter the shut-in royalty payable hereunder shall be reduced in the proportion that the acreage covered hereby is reduced by said 
release or releases. 

Articles 12, 13 and 14 of this Oil and Gas Lease are attached as Exhibit "A". 

Executed the day and year first above written. 

Marilyn Guitar Galusha Trust 

Marilyn Guitar Galusha, Trustee 



CD 
3 
>-t 
CD 
O 

o 

a 

DS 

O 
CD 

O 
o 

o 3 S r 1

 p 

rt 5 
8 5. 

saudxa uoissiunuoo Ay»i 

Slip 3UI aiOJSq p38p3[MOUD[0B SBM jusujaqsui SIUJ, 

( dO AXNflOD 
•ss( 

( do axvxs 

XN3JMDamAVON5iDV ivnaiAiaNi 

oijqnj /CrejoN 
ssJidxs uoissiunuoo /tyj 

jsrux Bqsnjer) iBjmo UAJUBĴ  aqijo asjsaij, 
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Exhibit "A" 

Attached to and made a part of that certain Oil and Gas Lease dated April 23, 2004, by and between Marilyn Guitar 
Galusha, Trustee of the Marilyn Guitar Galusha Trust, as Lessor, and Yates Petroleum Corporation, Yates Drilling 
Company, Abo Petroleum Corporation and Myco Industries, Inc., as lessee, covering lands in Eddy County, New Mexic 

12. Notwithstanding anything else to the contrary herein, payment of shut-in gas well royalties will not be permitto 
maintain this Lease in force for a period greater than two consecutive years beyond the primary term, at which time 
Lease shall automatically terminate. 

13. Notwithstanding any other provisions hereof, at the end of the primary term, all acreage not included in a prora 
unit as designated by the New Mexico Oil Conservation Division and all depths 100 feet below the deepest produc 
horizon shall be automatically eliminated from this Lease and revert to LESSOR, unless LESSEE is drilling a well on 
leased premises or on lands pooled therewith, in which event the Lease will be held in its entirety as long as not more t 
one hundred twenty (120) days elapse between the completion of one well and the commencement of another. Complc 
shall be defined as (1) the date on which a dry hole is plugged or (2) the date certified to the New Mexico Oil Conserve 
Division as the date a well has been completed as a producing well, whichever be appropriate. "Commencement" shal 
defined as the date drilling operations are commenced on the leased premises or on lands pooled therewith. 

14. As an addition to the terms hereof, it is expressly agreed that all royalty to be paid hereunder shall 
delivered to LESSOR free of all costs of transportation, compression, processing, treatment, purificat 
dehydration, separation, stabilization, manufacturing, measuring or marketing the oil, gas or hydrocarb 
covered by this lease. 



PETROLEUM 
CDRPDRRTIDN 

105 South Fourth Street 
Artesia, NM 88210 

November 10, 2004 

Working Interest Owners 
Addressee List At tached 

CERTIFIED MAIL 
RETURN RECEIPT REQUESTED 

RE: Guitar BFL Com #1 well 
Township 25 South, Range 26 East, NMPM 
Section 17: 990' FNL & 1980'FEL 
Eddy County, New Mexico 

Ladies and Gentlemen: 

Yates Petroleum Corporation, as operator, proposes to drill the captioned well pursuant to the 
prognosis on the Authority for Expenditure (AFE) and invites you to participate. 

Enclosed, please find two (2) copies of an AFE and one (1) copy of the Joint Operating 
Agreement (JOA) with one (1) additional signature page, covering the N/2 of Section 17. 

If the AFE and JOA meet with your approval, please sign and return one (1) executed copy of 
the AFE and the executed and notarized signature page of the JOA to our office. 

This well is on an accelerated scheduling and we request your immediate attention. 

Should you have any questions, please do not hesitate contacting me at 505-748-4400. 

Thank you. 

Very truly yours, 

YATES PETROLEUM CORPORATION 

Susan Vierra 
Associate Landman 

SV/am 
Enclosure (s) 

I 



GUITAR BFL COM #1 
ADDRESSEE LIST 

Yates Petroleum Corporation, et al 
Attn: Susan Vierra 
105 South Fourth Street 
Artesia, NM 88210 

Murchison Oil & Gas, Inc. ^ 
1100 Mira Vista Blvd. 
Piano, TX 75093-4698 

Anita Grissom Guitar^^, 
P.O. box 744 
Abilene, TX 79605 

James M. & Jerri Alexander QU 
P.O. Box 58 
Abilene, TX 79604 

Martha Jane Alexander Rhodes 
P.O. Box 58 
Abilene, TX 79604 

James Kelly Polk<££> 
12 Augusta 
Abilene, TX 79604 

Janis Lee Polk Harbour 
'4400 Arcady 
Dallas, TX 75202 

Pressley Hudson Guitar 
P.O. box 5383 
Abilene, TX 79608-5383 

Brett Guitar Witherspoon Qt-s 
P.O. Box 100635 
Fort Worth, TX 76185 

Whitten Guitar Witherspoon 
3833 Arroyo Road 
Fort Worth, TX 76109 

Jeri Alexander Lott 
9102 Vicksburg Ave., #17 
Lubbock, TX 79356 

Ruth Ann Polk Caudle 
5616 Preston Fairway 
Dallas, TX 75252 

Marilyn Guitar Galusha 
P.O. Box 1438 
Abilene, TX 79604 

John Guitar Witherspoon, Jr. 
7404 Lemonwood Drive 
Fort Worth, TX 76133-7012 

Wende Witherspoon Morgan 
1720 Southwicke 
Flower Mound, TX 75022 

Kelly Woods Leach 
312 Greatview Circle 
Birmingham, AL 35226-2320 



11-8-04 

tt"E5 
PETROLEUM . 
CORPORATION 

AUTHORITY FOR EXPENDITURfc 
NEW DRILLING, RECOMPLETION & RE-ENTRY 

AFE Type: Well Objective: Well Type: 

105 SOUTH FOURTH STREET 

ARTESIA, NEW MEXICO88210 
TELEPHONE ( 5 0 5 ) 748-1471 

X New Drilling 
Recompletion 
Re-entry 

X Oil 
X Gas 

Injector 

X Development 
Exploratory 

AFE NO. 
AFE DATE 

AFE STATUS: 
Original 
Revised 
Final 
Supplemental 

04-542-0 

10/29/04 
AFEND (rev 6/98) 

LEASE NAME Guitar BFL Com. #1 PROJ'D DEPTH 12,000' 
COUNTY Eddy STATE New Mexico 

FIELD HORIZON Morrow 
LOCATION Section 17 T25S-R26E, 990' N & 1980' E 

DIVISION CODE 
DISTRICT CODE 
BRANCH CODE 

100 DIVISION NAME Oil & Gas Division 
DISTRICT NAME 
BRANCH NAME 

PROGNOSIS: New well drilled to 12,000' to test all formations 

INTANGIBLE 
920-100 
920-110 
920-120 
920-130 
920-140 
920-150 
920-160 
920-170 
920-180 
920-190 
920-200 
920-205 
920-210 
920-230 
920-240 
920-350 
920-410 
920-420 
920-430 
920-440 
920-450 
920-460 
920-470 
920-480 
920-490 
920-510 
920-500 

DRILLING COSTS: 
Staking, Permit & Legal Fees 
Location, Right-of-Way 
Drilling, Footage 
Drilling, Daywork & fuel" W_daj^_@_$l"l,3MW 
Drilling Water, Fasline Rental 
Drilling Mud & Additives 
Mud Logging Unit, Sample Bags 
Cementing - Surface Casing & deep intermediate 
Drill Stem Testing, OHT 
Electric Logs & Tape Copies 
Tools & Equip. Rntl., Trkg. & Welding ' 
Control of Well-Insurance 
Supervision & Overhead 
Coring, Tools & Service 
Bits, Tool & Supplies Purchase 
Cementing - Production Casing 
Completion Unit - Swabbing 
Water for Completion 
Mud & Additives for Completion 
Cementing - Completion 
Elec. Logs, Testing, Etc. - Completion 
Tools & Equip. Rental, Etc. - Completion 
Stimulation for Completion 
Supervision & O/H - Completion 
Additional LOC Charges - Completion 
Bits, Tools & Supplies - Completion 
Contingency for Completion 

DRY HOLE COMP'D WELL 
3,000 3,000 

35,000 35,000 

647,000 647,000 
35,000 35,000 
45,000 45,000 
30,000 30,000 
75,000 75,000 

60,000 60,000 
125,000 125,000 

5,000 5,000 
50,000 50,000 

80,000 80,000 
40,000 
30,000 

5,000 
1,000 

20,000 
50,000 

100,000 
1,500 

10,000 
1,500 

TOTAL INTANGIBLE DRILLING COSTS 

TANGIBLE EQUIPMENT COSTS: 

1,190,0001 1,449,000 

930-010 Christmas Tree & Wellhead 5,000 30,000 
930-020 Casing 13 3/8" @ 400' 11,000 11,000 

* 9 5/8" @ 1,800' 27,000 27,000 
7" @ 8,600' 108,000 108,000 
41/2" 12,000' 85,500 

930-030 Tubing 2 3/8" @ 11,800' 49,000 
930-040 Packer & Special Equipment 
940-010 Pumping Equipment 
940-020 Storage Facilities 15,000 
940-030 Separation Equip., Flowlines, Misc. 75,000 
940-G40 Trucking & Construction Costs 15,000 

TOTAL TANGIBLE EQUIPMENT COSTS 151,000 415,500 

TOTAL COSTS 1,341,0001 1,864,5001 

APPROVAL OF THIS AFE CONSTITUTES APPROVAL OF OPERATOR'S OPTION TO CHARGE THE JOINT ACCOUNT WITH 
TUBULAR GOODS FROM THE OPERATOR'S WAREHOUSE STOCK AT THE RATES STATED ABOVE. 

Prepared By Operations 
SV Jeremiah Mullen Approval 

YATES PETROLEUM CORPORATION 

BY-:-:-y;<y::- y;y^DfiOE-yyy;yy 

I 20.551875% 

YATES DRILLING COMPANY 
B:Yx <>>><><:>-OfCrE-< 

10.793125% 

ABO PETROLEUM CORPORATION 

BY-yM yyyyyyyyyyyyyyyy^^ 

10.793125% 

MYCO 
;DATE;:; 

10.793125% 



GUITAR BFL COM #1 
T25S-R26E- SECTION 17 
990' FNL & 1980' FEL 
EDDY COUNTY, NEW MEXICO 

AFE # 04-542-0 
DATE: 11/8/04 
Page 2 

SHARE 

MURCHISON OIL & GAS, INC. 

BY: DATE 

EARL B. GUITAR, SR. & ANITA GRISSOM GUITAR, REVOCABLE LIVING TRUST, 
ANITA GRISSOM GUITAR, SOLE TRUSTEE 

£*& DATE 

JAMES M. ALEXANDER & JERRI ALEXANDER 

BY; DATE 

8Y: DATE 

JERI ALEXANDER LOTT 

JAMES KELLY POLK 

BY: DATE 

RUTH ANN POLK CAUDLE 

BY: DATE 

JANIS LEE POLK HARBOUR 

SY:: DATE 

MARILYN GUITAR GALUSHA TRUST, MARILYN GUITAR GALUSHA, TRUSTEE 

BY: DATE 

PRESSLEY HUDSON GUITAR 

BY: DATE 

BRETT GUITAR WITHERSPOON 

BY: DATE 

WENDE WITHERSPOON MORGAN 

BY: DATE 

37.500000% 

2.343750% 

0.781250% 

MARTHA JANE ALEXANDER RHODES 0.781250% 

BY^ DATE 

0.781250% 

0.781250% 

0.781250% 

0.781250% 

0.584375% 

0.584375% 

JOHN GUITAR WITHERSPOON, JR. 0.293750% 

BY: DATE 

0.293750% 

0.293750% 

WHITTEN GUITAR WITHERSPOON 0.293750% 

KELLY WOODS LEACH 0.193750% 
BY: DATE 

TOTAL 100.000000% 
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M A R T I N Y A T E S . Ill 
1912 - 1985 

F R A N K W. Y A T E S 
1936 - 1986 

CTE5 
PETROLEUM 
CDRPDRRTIDN 

5. P. Y A T E S 
CHAIRMAN OF THE BOARD 

J O H N A . Y A T E S 
PRESIDENT 

P E Y T O N Y A T E S 
EXECUTIVE V I C E PRESIDENT 

R A N D Y G. P A T T E R S O N 
SECRETARY 

105 SOUTH FOURTH STREET D EN NIS G. K I N S E Y 
TREASURER 

ARTESIA, N E W MEXICO 8 8 2 1 0 - 2 1 1 8 

TELEPHONE (505) 748-1471 

November 30, 2004 

Marilyn Guitar Galusha 
P 0 Box 1438 
Abilene, TX 79604 

RE: Guitar BFL Com #1 
Township 25 South, Range 26 Eastr NMPM 
Section 17: N/2 
Eddy County, New Mexico 

Ms. Galusha: 

I have had several phone calls from many family members concerning either 1) lease options for mineral rights in the 
above captioned acreage or 2) participation in the drilling ofthe Guitar BFL Com # 1 . 

You have been sent an AFE to participate in the drilling of the Guitar well as an unleased mineral owner. Also 
included with the AFE was the operating agreement covering the 320-acre spacing unit in the North V-L of section 17. 

Since the receipt of the AFE and Operating Agreement, I have had several phone calls to discuss the possibility to 
lease your minerals rather than taking a working interest in this well. The renewal period has expired for your 
previous leases; therefore all previous negotiations are off the table. 

Enclosed please find Yates Petroleum Corporation standard three (3) year paid up lease form, containing a 1/4 royalty 
for your net mineral acre interest. Should you elect to execute this lease, as is, you will receive the $100.00 per net 
acre bonus upon our receipt. The terms and conditions of the lease are not negotiable, as Yates Petroleum 
Corporation will be proceeding with the drilling of the Guitar well immediately. 

Please return either the executed lease form, as is, or the executed AFE and Operating Agreement at your earliest 
convenience, as to avoid a force-pooling situation. 

Should you have any questions, I can be reached at 505-748-4400. 

Thank you for your consideration. 

Very truly yours, 

YATES PETROLEUM CORPORATION 

Susan Vierra 
Associate Landman 

/sv 
Enclosure(s) 



Producers 88 Rev. (3 Year Lease) 5-96 

YPC Revised Form 

(THREE Y E A R PAID UP L E A S E ) 
O I L AND GAS L E A S E 

Form 345 

Hall-Poorbaugh Press, Inc. 

Roswell, New Mexico 

THIS AGREEMENT made this 30fli day of November. 2004, and Effective November 30, 2004, between Marilyn Guitar Galusha, Trustee of the Marilyn Guitar 

Galusha Trust, as Lessor (whether one or more), and YATES PETROLEUM CORPORATION-70%; YATES DRILLING COMPANY-10%, ABO PETROLEUM CORPORATION-10% 

AND SHARBRO OIL LIMITED CO MPANY.-10%, as Lessee, WITNESSETH: 

1. Lessors in consideration of Ten and No/100 Dollars (S 10.00 ) in 

hand paid, of the royalties herein provided and of the agreements of Lessee herein contained, hereby grants, leases and lets exclusively unto Lessee for the purpose, of investigating, exploring, 

prospecting, drilling and mining for and producing oil and gas, laying pipe lines, building roads, tanks, power stations, telephone lines and other structures thereon and on, over and across lands owned 

or claimed by Lessor adjacent and contiguous thereto, to produce, save, take care of, treat, transport, and own said products, and housing its employees, the foUowing described land in 

Eddy County, New Mexico to-wit: 

Township 25 South. Range 26 East. NMPM 
Section 17: NW/4NE/4, E/2E/2 
Containing 200.00 acres, more or less 

2. Without reference to the commencement, prosecution or cessation at any time of drilling or other development operations and/or to the discovery, development or cessation at any time of 
production of oil or gas and without further payments than the royalties herein provided, and notwithstanding anything else herein contained to the contrary, this lease shall be for a term of three years 
from this date (called "primary term") and as long thereafter as oil or gas is produced from said land or land with which said land is pooled hereunder. 

3. The royalties to be paid by Lessee are: (a) on oil, 1/4 of that produced and saved from said land, the same to be delivered at the wells or to the credit of Lessor into the pipe line to which the 
wells may be connected; Lessee may from time to time purchase any royalty oil in its possession, paying the market price therefore prevailing for the field where produced on the date of purchase; (b) 
on gas, including casing head gas or other gaseous substance, produced from said land, and sold, or used off the premises or for the extraction of gasoline or other product there from, the market value 
at the well of 1/4 of the gas so sold or used, provided that on gas sold at the wells the royalty shall be 1/4 of the amount realized from such sale; while there is a gas well on this lease or on 
acreage pooled therewith but gas is not being sold or used, Lessee may pay or tender as royalty, on or before ninety (90) days after the date on which said well is shut in and thereafter at annual 
intervals the sum of $1.00 per acre, and if such payment is made or tendered, this lease shall not terminate and it will be considered that gas is being produced from this lease in paying quantities. 
Payment or tender of said shut-in gas royalty may be made by check or draft of Lessee mailed or delivered to the parties entitled thereto on or before the date said payment is due. Lessee shall have 
free use of oil, gas, coal and water from said land, except water from Lessor's wells, for all operations hereunder, and the royalty on oil and gas shall be computed after deducting any so used. 

4. Lessee, at its option, is hereby given the right and power to pool or combine the acreage covered by this lease, or any portion thereof as to oil and gas, oi either of them, with other land, lease 
or leases in the immediate vicinity thereof to the extent, hereinafter stipulated, when in Lessee's judgment it is necessary or advisable to do so in order properly to explore, or to develop and operate 
said leased premises in compliance with the spacing rules of the New Mexico Oil Conservation Commission, or other lawful authority or when to do so would, in the judgment of Lessee, promote the 
conservation of oil and gas in and under and that may be produced from said premises. Units pooled for oil hereunder shall not substantially exceed 40 acres each in area, and units pooled for gas 
hereunder shall not substantially exceed in area 640 acres each plus a tolerance of 10% thereof, provided that should governmental authority having jurisdiction prescribe or permit the creation of units 
larger than those specified, units thereafter created may conform substantially in size with those prescribed by governmental regulations. Lessee under the provisions hereof may pool or combine 
acreage covered by this lease, or any portion thereof as above provided as to oil in any one or more strata and as to gas in any one or more strata. The unite formed by pooling as to any stratum or 
strata need not conform in size or area with the unit or units into which the lease is pooled or combined as to any other stratum or strata, and oil units need not conform as to area with gas units. The 
pooling in one or more instances shall not exhaust the rights of the Lessee hereunder to pool this lease or portions thereof into other units. Lessee shall file for record in the appropriate records of the 
county in which the leased premises are situated an instrument describing and designating the pooled acreage as a pooled unit Lessee may at its election exercise its pooling option after commencing 
operations for or completing an oil or gas well on the leased premises, and the pooled unit may include, but it is not required to include, land or leases upon which a well capable of producing oil or gas 
in paying quantities has theretofore been completed or upon which operations for the drilling of a well for oil or gas have theretofore been commenced. Operations for drilling on or production of oil or 
gas from any part ofthe pooled unit which includes all or a portion ofthe land covered by tbis lease regardless of whether such operations for drilling were commenced or such production was secured 
before or after the execution of this instrument or the instrument designating the pooled unit, shall be considered as operations for drilling on or production of oil and gas from land covered by this lease 
whether or not the well or wells be located on the premises covered by this lease, and the entire acreage constituting such unit or units, as to oil and gas, or either of them, as herein provided, shall be 
treated for all purposes, except the payment of royalties on production from the pooled unit, as if the same were included in this lease. For the purpose of computing the royalties to which owners of 
royalties and payments out of production and each of them, shall be entitled on production of oil and gas, or either of them, from the pooled unit, there shall be allocated to the land covered by this 
lease and included in said unit a pro rata portion ofthe oil and gas, or either of them, produced from the pooled unit after deducting that used for operations on the pooled units. Such allocation shall be 
on acreage basis-that is to say, there shall be allocated to the acreage covered by this lease and included in the pooled unit that pro rata portion ofthe oil and gas, or either of them, produced from the 
pooled unit which the number of surface acres covered by this lease and included in the pooled unit bears to the total number of surface acres included in the pooled unit Royalties hereunder shall be 
computed on the portion of such production, whether it be oil and gas, or either of them, so allocated to the land covered by this lease and included in the unit just as though such production were from 
such land. The production from an oil well will be considered production from the lease or oil pooled unit from which it is producing and not as production from a gas pooled unit; and production from 
a gas well will be considered as production from the lease or gas pooled unit from which it is producing and not from an oil pooled unit. In addition to the foregoing, Lessee at its option is hereby given 
the right and power from time to time to commit said land or any part or formation or mineral substance covered hereby to any cooperative or unit agreement or plan of development and operation, and 
to any modifications thereof, which have been approved by the New Mexico Oil Conservation Commission or other lawful governmental authority. In such event, the royalty payable to Lessor 
hereunder shall be computed and paid on the basis of the oil or gas allocated to such land under the terms of any such agreement or plan of operation, which basis shall be the same by which the 
royalty due the United States or the State of New Mexico is computed and paid. This lease shall not expire during the life of such agreement or plan and shall be subject to the terms thereof and said 
agreement or plan of operation shall be filed with the New Mexico Oil Conservation Commission, or other lawful authority, and Lessee shall record in the county in which the leased premises are 
situated, an instrument describing such agreement or plan of operation and reflecting the commitment thereto, and the same may be recorded either before or after the completion of wells. 

5. If at the expiration of the primary term oil or gas is not being produced on said land, or from land pooled therewith, but Lessee is then engaged in drilling or reworking operations thereon, or 
shall have completed a dry hole thereon within 60 days prior to the end of the primary terms, the lease shall remain in force so long as operations on said well or for drilling or reworking of any 
additional well are prosecuted with no cessation of more than 60 consecutive days, and if they result in the production of oil or gas so long thereafter as oil or gas is produced from said land, or from 
land pooled therewith. If, after the expiration ofthe primary term of this lease and after oil or gas is produced from said land, or from land pooled therewith, tlie production thereof should cease from 
any cause, this lease shall not terminate i f Lessee commences operations for drilling or reworking within 60 days after the cessation of such production, but shall remain in force and effect so long as 
such operations are prosecuted with no cessation of more than 60 consecutive days, and if they result in the production of oil and gas, so long thereafter as oil or gas is produced from said land, or from 
land pooled therewith. Any pooled unit designated by Lessee in accordance with the terms hereof, may be dissolved by Lessee by instrument filed for record in the appropriate records ofthe county in 
which the leased premises are situated at any time after the completion of a dry hole or the cessation of production on said unit In the event a well or wells producing oil or gas in paying quantities 
should be brought in on adjacent land and within 660 feet of and draining the lease premises, or land pooled therewith. Lessee agrees to drill such offset well or wells as a reasonably prudent operator 
would drill under the same or similar circumstances. Lessee may at any time execute and deliver to Lessor or place of record a release or releases covering any portion or portions of the above 
described premises and thereby surrender this lease as to such portion or portions and be relieved or all obligations as to the acreage surrendered. 

6. Lessee shall have the right at any time during or after the expiration of this lease to remove all property and fixtures placed by Lessee on said land, including the right to draw and remove all 
casing. When required by Lessor, Lessee will bury all pipelines below ordinary plow depth, and no well shall be drilled within two hundred feet of any residence or bam now on said land without 
Lessor's consent. 

7. The rights of either party hereunder may be assigned in whole or in part, and the provisions hereof shall extend to their heirs, successors and assigns but no change or division in ownership of 
the land or royalties, however accomplished, shall operate to enlarge the obligations or diminish the rights of Lessee; and no change or division in such ownership shall be binding on Lessee until thirty 
(30) days after Lessee shall have been furnished by registered U.S. mail at Lessee's principal place of business with a certified copy of recorded instrument or instruments evidencing same. In the event 
of assignment hereof in whole or in part liability for breach of any obligation hereunder shall rest exclusively upon the owner of this lease or of a portion thereof who commits such breach. If six or 
more parties become entitled to royalty hereunder, Lessee may withhold payment thereof unless and until furnished with a recordable instrument executed by all such parties designating an agent to 
receive payment for all. 

8. The breach by Lessee of any obligation arising hereunder shall not work a forfeiture or termination of this lease nor cause a termination or revision of die estate created hereby nor be grounds 
for cancellation hereof in whole or in part. In the event Lessor considers that operations are not at any time being conducted in compliance with this lease, Lessor shall notify Lessee in writing of the 
facts relied upon as constituting a breach hereof, and Lessee, if in default, shall have sixty days after receipt of such notice in which to commence the compliance with the obligations imposed by virtue 
of this instrument After the discovery of oil or gas in paying quantities on said premises, Lessee shall develop the acreage retained hereunder as a reasonably prudent operator but in discharging this 
obligation it shall in no event by required to drill more than one well per forty (40) acres of the area retained hereunder and capable of producing oil in paying quantities and one well per 640 acres plus 
an acreage tolerance not to exceed 10% of 640 acres ofthe area retained hereunder and capable of producing gas in paying quantities. 

9. Lessor hereby warrants and agrees to defend the title to said land and agrees that Lessee at its option may discharge any tax, mortgage or other lien upon said land either in whole or in part, and 
in event Lessee does so, it shall be subrogated to such lien with the right to enforce same and apply royalties accruing hereunder toward satisfying same Without impairment of Lessee's right under the 
warranty in event of failure of title, it is agreed that i f Lessor owns an interest in the oil or gas on, in or under said land less than the entire fee simple estate, then the royalties to be paid Lessor shall be 
reduced proportionately. Should any one or more ofthe parties named as Lessors fail to execute this lease, it shall nevertheless be binding upon the party or parties executing the same. 

10. Should Lessee be prevented from complying with any express or implied covenant of this lease, from conducting drilling or reworking operations thereon or from producing oil or gas there 
from by reason of scarcity of or inability to obtain or to use equipment or material, or by operation of force majeure, any Federal or state law or any order, rule or regulation of governmental authority, 
then while so prevented, Lessee's obligation to comply with such covenant shall be suspended, and Lessee shall not be liable in damages for failure to comply therewith; and this lease shall be 
extended while and so long as Lessee is prevented by any such cause from conducting drilling or reworking operations on or from producing oil or gas from the leased premises; and the time while 
Lessee is so prevented shall not be counted against Lessee, anything in this lease to the contrary notwithstanding. 

DM WITNESS WHEREOF, this instrument is executed on the date first above written. 

Marilyn Guitar Galusha Trust 

Marilyn Guitar Galusha, Trustee 



INDIVIDUAL ACKNOWLEDGMENT 

STATE OF ) 

)ss 

COUNTY OF_ ) 

This instrument was acknowledged before me this day of , 2004, 

by . 

My commission expires 

Notary Public 

ACKNOWLEDGMENT 

STATE OF ) 

)ss. 

COUNTY OF ) 

This instrument was acknowledged before me this day of 2004. 

bv Marilyn Guitar Galusha as Trustee 

for the Marilyn Guitar Galusha Trust 

My commission expires 

Notary Public 

INDIVIDUAL ACKNOWLEDGMENT 

STATE OF ) 

)ss. 

COUNTY OF ) 

This instrument was acknowledged before me this day of 2004, 

By 

My commission expires 

Notary Public 
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Guitar BFL Com #1 
Township 25 South, Range 26 East, NMPM 
Section 17: N/2 
Eddy County, New Mexico 

Mineral Owner: 

Net Acres in N/2 Spacing Unit 1.875 
Percent Working Interest in Unit 0.585938% 
Previous Lease dated: 9/25/01 
Expiration: 9/24/04 

Lease Renewal and Correspondence Timeline 

Pressley H. Guitar 
P O Box 5383 
Abilene, TX 79608 

2/13/04 Offer letter sent to renew previous lease: 
Terms: 3-year term 

$100.00 bonus/acre 
1/4 royalty 

9/1/04 Sent revised offer letter & compromise lease form. 

9/25/04 No response from Mr. Guitar - lease expired 

11/10/04 Sent AFE to participate in the drilling of the Guitar BFL Com #1. 

11 /12/04 Received certified receipt of sent AFE. 

11/30/04 Final offer sent: 
Option 1: Sign AFE to participate in drilling of well 
Option 2: Enclosed Yates lease form (no modifications) 

3-year term 
$100.00 bonus/acre 
1/4 royalty 

12/16/04 Received certified receipt of Final offer letter. 

BEFORE THE OIL CONSERVAITON DIVISION 
Santa Fe, New Mexico 

Case No. 13398 Exhibit 3-F 
Submitted by: 

Yates Petroleum Corporation 
Hearing Date: January 6. 2005 



PETROLEUM 
CDRPDRRTIDN 

105 South Fourth Street 
Artesia, NM 88210 

505-748-1471 
FAX 505-748-4572 

February 13,2004 

Pressley H. Guitar 
P. O. Box 2365 
Big Spring, TX 79721 

RE: Oil & Gas Lease 
Township 25 South. Range 26 East. NMPM 
Section 17: NW/4NE/4, E/2E/2 
Eddy County, New Mexico 

Mr. Guitar: 

Yates Petroleum Corporation would like to extend an offer to re-new your lease in the captioned acreage, 
subject to the following terms: 

1. A Paid-up Three (3) Year Oil and Gas Lease; 

2. A bonus consideration of $100.00 per acre for the 3.125 net mineral acres; 

3. A royalty reservation of 1/4th of 8/8ths on all oil and gas produced from the leased lands; 

4. Offer will expire at office closing on March 15,2004. 

5. Title acceptable to Yates Petroleum Corporation. 

If the above meets with your approval, please execute below and return to this office at your earliest 
convenience. If you have any questions regarding this matter, please call me at (505) 748-4356. 

Thank you. 
Very truly yours, 
Yates Petroleum Corporation , 

/sp 
AGREED and ACCEPTED this day of , 2004 

Pressley H. Guitar 



T E 5 
PETROLEUM 
CDRPDRRTIDN 

J O H N A . Y A T E S 
PRESIDENT 

P E Y T O N Y A T E S 

EXECUTIVE V ICE PRESIDENT 

R A N D Y Q. P A T T E R S O N 

SECRETARY 

D E N N I S G. K I N S E Y 

CHAIRMAN OF THE BOARD 

105 SOUTH FOURTH STREET 

ARTESIA, NEW MEXICO 88210-2118 

TELEPHONE (505) 748-1471 

TREASURER 

September 1,2004 

Pressley H. Guitar 
P. 0 . Box 2365 
Big Spring, TX 79721 

Re: Oil & Gas Lease 
Township 25 South. Range 26 East. NMPM 
Section 17: NW/4NE/4, E/2E/2 
Containing 200 acres, more or less 
Eddy County, New Mexico 

Mr. Guitar: 

February 13, 2004 Yates Petroleum Corporation extended an offer to re-new your lease in the 
captioned acreage. That offer has expired, however, we are still interested in renewing your lease 
subject to the following: 

1. A Paid-up Three (3) year Oil and Gas Lease; 

2. A bonus consideration of $100.00 per acre for the 3.125 net mineral acres owned by you; 

3. A royalty reservation of 1/4m of 8/8ths on all oil and gas produced from the leased lands; 

4. Offer will expire September 15,2004 at office closing; 

5. Title acceptable to Yates Petroleum Corporation. 

I have taken the liberty of enclosing two (2) copies of Oil and Gas Lease Form 342P. If the 
enclosed meets with your approval, please execute the lease before a notary public and return to 
this office. Upon receipt of the properly executed and notarized lease, we will issue a direct check to 
you in the amount of $312.50 as full bonus payment of $100.00 per acre for the 3.125 net mineral 
acres owned by you. 

If you have any questions, please call me at (505) 748-4356. Thank you. 

Very truly yours, 

YATES PETROLEUM CORPORATION 

Shirley Pruitt v 
Land Technician 

/sp 



Producer's 88-Producer's Revised 1994 New Mex^Form 342P, Paid-up Phased and for sale by Hall-Poorbaugh Press, Roswell, 
N.M. 

" OIL & GAS LEASE 

THIS AGREEMENT made tbis _ 1st day of _ September. 2004. but effective September 25.2004 between Pressley H. Guitar, dealing in his sole and separate property, as Lessor 
(whether one or more), and YATES PETROLEUM CORPORATION-70%; YATES DRILLING COMPANY-10%, ABO PETROLEUM CORPORATION-10% and MYCO 
INDUSTRIES, INC-10%, as Lessee: 

1. Lessor, In consideration of TEN AND OTHER DOLLARS in hand paid, receipt of which is here acknowledged, and of the royalties herein provided and ofthe agreements ofthe lessee 
herein contained, hereby grants, leases and lets exclusively unto lessee for the purpose of investigating, exploring, prospecting, drilling, and operating for and producing oil and gas. injecting gas, 
waters, other fluids, and air into subsurface strata laying pipelines, storing oil, building tanks, roadways, telephone lines, and other structures and things thereon to produce, save, take care of, treat, 
process, store and transport said minerals, the following described land in Eddv County, New Mexico, to-wit 

Township 25 South. Ranee 26 East N.M.P.M. 
Section 17: NVW4NE/4, E/2E/2 

Said land is estimated to comprise 200.00 acres, whether it actually comprises more or less. 

2. Subject to the other provisions herein contained, this lease shall remain in force for a term of Three years trom this date (called "primary term") and as long thereafter 
as oil or gas is produced from said land or from land with which said land is pooled. 

3. The royalties to be paid by lessee are: (a) on oil and other liquid hydrocarbons saved at the well, l/4th of that produced and saved from said land, same to be 

delivered at the wells OT to the credit of lessor in the pipeline to which the wells may be connected; (b) on gas, including casinghead gas or other gaseous substance 

produced from said land and used off the premises or used in the manufacture of gasoline or other products, the market value at the well of l/4th ofthe gas used, 

provided that on gas sold on or off the premises, the royalties shall be l/4th of the amount realized from such sale; (c) and at any time when this lease is 
not validated by other provisions hereof and there is a gas and/or condensate well on said land, or land pooled therewith, but gas or condensate is not being so sold or used and such well is shut in, 
either before or after production therefrom, then on or before 90 days after said well is shut in, and thereafter at annual intervals, lessee may pay or tender an advance shut-in royalty equal to $ 1.00 
per net acre of lessor's gas acreage then held under this lease by the party making such payment or tender, and so long as said shut-in royalty is paid or tendered, this lease shall not terminate and it 
shall be considered under all clauses hereof that gas is being produced from the leased premises in paying quantities. Each such payment shall be paid or tendered to the party or parties who at the 
time of such payment would be entitled to receive the royalties which would be paid under this lease if the well were in fact producing. Tbe payment or tender of royalties and shut-in royalties may 
be made by check or draft Any timely payment or tender of shut-in royalty which is made in a bona fide attempt to make proper payment, but which is erroneous in whole or in part as to parties or 
amounts, shall nevertheless be sufficient to prevent termination of mis lease in the same manner as though a proper payment had been made if lessee shall correct such error within 30 days after 
lessee has received written notice thereof by certified mail from the party or parties entitled to receive payment together with such written instruments (or certified copies thereof) as are necessary to 
enable lessee to make proper payment The amount realized from the sale of gas on or off the premises shall be the price established by the gas sales contract entered into in good faith by lessee and 
gas purchaser for such term and under such conditions as are customary in the industry. "Price" shall mean the net amount received by lessee after giving effect to applicable regulatory orders and 
after application of any applicable price adjustments specified in such contract or regulatory orders. In the event leooeo ooiuprooaoo, treats, purifies) or dohydmteo ouoh gao (whother on or off the 
loaned promiooa) or transports gas off tho loosed promiooo, loimw) in uuuip utiug royalty hero under may deduct from ouoh price a reaoonablo ohargo for each of suoh fanotiono perfoTmod. 

4. This is a paid-up lease and lessee shall not be obligated during the primary term hereof to commence or continue any operations of whatsoever character or to make any payments hereunder 
in order to maintain this lease in force during the primary term; however, this provision is not intended to relieve lesee of the obligation to pay royalties on actual production pursuant to the 
provisions or Paragraph 3 hereof. 

5. Lessee is hereby granted the right and power, from time to time, to pool or combine this lease, the land covered by it or any part or horizon thereof with any other land, leases, mineral 
estates or parts thereof for the production of oil or gas. Units pooled hereunder shall not exceed the standard proration unit fixed by law or by the Oil Conservation Division of the Energy and 
Minerals Department of the State of New Mexico or by any other lawful authority for the pool or area in which said land is situated, plus a tolerance of ten percent Lessee shall file written unit 
designations in the county in which the premises are located and such units may be designated from time to time and either before or after the completion of wells. Drilling operations on or 
production from any part of any such unit shall be considered for all purposes, except the payment of royalty, as operations conducted upon or production from the land described in this lease. There 
shall be allocated to the land covered by this lease included in any such unit that portion of the total production of pooled minerals from wells in the unit, after deducting any used in lease or unit 
operations, which the net oil or gas acreage in the land covered by this lease included in the unit bears to the total number of surface acres in the unit The production so allocated shall be considered 
for all purposes, including the payment or delivery of royalty, to be the entire production of pooled minerals from the portion of said land covered hereby and included in said unit in the same 
manner as though produced from said land under tbe terms of this lease. Any pooled unit designated by lessee, as provided herein, may be dissolved by lessee by recording an appropriate instrument 
in the County where the land is situated at any time after the completion of a dry hole or the cessation of production on said unit 

6. If at the expiration of the primary term there is no well upon said land capable of producing oil or gas, but lessee has commenced operations for drilling or reworking thereon, this lease 
shall remain In force so long as operations are prosecuted with no cessation of more man 60 consecutive days, whether such operations be on the same well or on a different or additional well or 
wells, and if they result in the production of oil or gas, so long thereafter as oil or gas is produced from said land. If, after the expiration ofthe primary term, aU wells upon said land should become 
incapable of producing for any cause, this lease shall not terminate if lessee commences operations for additional drilling or for reworking within 60 days thereafter. If any drilling, additional 
drilling or reworking operations hereunder result in production, then this lease shall remain in full force so long thereafter as oil or gas is produced hereunder. 

7. Lessee shall have free use of oil gas and water from said land, except water from lessor's wells and tanks, for all operations hereunder, and the royalty shall be computed after deducting 
any so used. Lessee shall have the right at any time during or after the expiration of this lease to remove all property and fixtures placed by lessee on said land, including the right to draw and 
remove all casing. When required by lessor, lessee will bury all pipe lines on cultivated lands below ordinary plow depth, and no well shall be drilled within two hundred feet (200 ft) of any 
residence or barn now on said land without lessor's consent Lessor shall have the privilege, at his risk and expense, of using gas from any gas well on said land for stoves and inside lights in the 
principal dwelling thereon, out of any surplus gas not needed for operations hereunder. 

8. The rights of either party hereunder may be assigned in whole or in part and the provisions hereof shall extend to their heirs, executors, administrators, successors and assigns; but no 
change in the ownership of the land or in the ownership of, or rights to receive, royalties or shut-in royalties, however accomplished shall operate to enlarge the obligations or diminish the rights of 
lessee: and no such change or division shall be binding upon lessee for any purpose until 30 days after lessee has been furnished by certified mail at lessee's principal place of business with 
acceptable instruments or certified copies thereof constituting the chain of title from the original lessor. If any such change in ownership occurs through the death of the owner, lessee may, at its 
option, pay or tender any royalties or shut-in royalties in the name of the deceased or to his estate or to his heirs, executor or administrator until such time as lessee has been furnished with evidence 
satisfactory to lessee as to the persons entitled to such sums. An assignment of this lease in whole or in part shall, to the extent of such assignment relieve and discharge lessee of any obligations 
hereunder and, i f lessee or assignee of part or parts hereof shall fail or make default in the payment of the proportionate part of royalty or shut-in royalty due from such lessee or assignee or fail to 
comply with any of the provisions of this lease, such default shall not affect this lease insofar as it covers a part of said lands upon which lessee or any assignee thereof shall properly comply or 
make such payments. 

9. Should lessee be prevented from complying with any express or implied covenant of this lease, or from conducting drilling or reworking operations hereunder, or from producing oil or gas 
hereunder by reason of scarcity or inability to obtain or use equipment or material, or by operation of force majeure, or by any Federal or state law or any order, rule or regulation of governmental 
authority, then while so prevented, lessee's duty shall be suspended, and lessee shall not be liable for failure to comply therewith; and this lease shall be extended while and so long as lessee is 
prevented by any such cause from conducting drilling or reworking operations or from producing oil or gas hereunder, and the time while lessee is so prevented shall not be counted against lessee, 
anything in this lease to the contrary notwithstanding. 

10. Lessor hereby warranto and agroon to defend the title to aaid land and agrees that lessee at is option may discharge any tax, mortgage or other lien upon said land, and in the event lessee 
does so it shall be subrogated to such lien with the right to enforce same and to apply royalties and shut-in royalties payable hereunder toward satisfying same. Without impairment of lessee's rights 
under the warranty, if this lease covers a less interest in the oil or gas in all or any part of said land than the entire and undivided fee simple estate (whether lessor's interest is herein specified or not) 
then the royalties, shut-in royalty, and other payments, if any, accruing from any part as to which this lease covers less than such full interest shall be paid only in the proportion which the interest 
therein, if any, covered by this lease, bears to the whole and undivided fee simple estate therein. Should any one or more of the parties named above as lessors fail to execute this lease, it shall 
nevertheless be binding upon tbe party or parties executing the same. 

11. Lessee, its or his successors, heirs and assigns, shall have the right at any time to surrender this lease, in whole or in part, to lessor or his heirs, successors and assigns by delivering or 
mailing a release thereof to the lessor, or by placing a release thereof of record in the county in which said land is situated; thereupon lessee shall be relieved from all obligations, expressed or 
implied, of this agreement as to acreage so surrendered, and thereafter the shut-in royalty payable hereunder shall be reduced in the proportion that the acreage covered hereby is reduced by said 
release or releases. 

Articles 12, 13 and 14 of this Oil and Gas Lease are attached as Exhibit "A". 

Executed the day and year first above written. 

Pressley H. Guitar 
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Exhibit "A' 

Attached to and made a part of that certain Oil and Gas Lease dated September 1,2004 by and between Pressley H. Guitar, 
as Lessor, and Yates Petroleum Corporation, Yates Drilling Company, Abo Petroleum Corporation and Myco Industries, 
Inc., as lessee, covering lands in Eddy County, New Mexico. 

12. Notwithstanding anything else to the contrary herein, payment of shut-in gas well royalties will not be permitted to 
maintain this Lease in force for a period greater than two consecutive years beyond the primary term, at which time this 
Lease shall automatically terminate. 

13. Notwithstanding any other provisions hereof, at the end of the primary term, all acreage not included in a proration 
unit as designated by the New Mexico Oil Conservation Division and all depths 100 feet below the deepest producing 
horizon shall be automatically eliminated from this Lease and revert to LESSOR, unless LESSEE is drilling a well on the 
leased premises or on lands pooled therewith, in which event the Lease will be held in its entirety as long as not more than 
one hundred twenty (120) days elapse between the completion of one well and the commencement of another. Completion 
shall be defined as (1) the date on which a dry hole is plugged or (2) the date certified to the New Mexico Oil Conservation 
Division as the date a well has been completed as a producing well, whichever be appropriate. "Commencement" shall be 
defined as the date drilling operations are commenced on the leased premises or on lands pooled therewith. 

14. As an addition to the terms hereof, it is expressly agreed that all royalty to be paid hereunder shall be delivered to 
LESSOR free of all costs of transportation, compression, processing, treatment, purification, dehydration, separation, 
stabilization, manufacturing, measuring or marketing the oil, gas or hydrocarbons covered by this lease. 



LNDR07 LEASE RECORD SHEET 
USER-TAMMYV WS-QPAD̂ OOJ 
9:32:11 3/08/2002 

PAGE 1 
10:52:24 ?-<W2O02 

LEASE •NUMBER - NM-000403-002513-Y LEASE NAME GUITAR, PRESSLEY H. 

PROSPECT 000000 ACCT. LEASE 271298-001 

ACQ CODE 
COUNTY #1 EDD EDDY 
COUNTY #2 
STATE NM NEW MEXICO 
LEASE DATE 9/25/2001 
EFFECTIVE DATE 9/25/2001 
EXPIRATION DATE 9/24/2004 
PRIMARY TERM 3 YR 

BOOK.. 449 PAGE.. 119 REC DATE... 2/28/2002 
BOOK.. PAGE.. REC DATE... 0/00/0000 

RECORD STATUS... CM COMPLETE LEASE RECORD 
LEASE TYPE X FEE LEASE 
ACQUISITION DATE. 9/25/2001 
LEASE/RENTAL STAT...PDU PAID UP LEASE 

ORIGINAL LESSOR PRESSLEY H. GUITAR, DEALING IN HIS SOLE & SEPARATE PROPERTY 
ORIGINAL LESSEE YPC 
ACQUIRED - HOW BONUS PER ACRE... 100.00 

- FROM TOTAL BONUS 312.50 
LESSEE OF RECORD 

ACREAGES 
TOTAL 
DEVELOPED.... 
UNDEVELOPED.. 
NO TOTALIZE.. 

LSE GROSS LEASE NET 
200.00 3.12 

200.00 3.12 

OUR NET BASE ACRES 
LESSOR MI 
LESSOR RI 25000000 
TOTAL ORRI 
LEASE NRI 75000000 

LEGAL DESCRIPTION INFORMATION: 

SEQ TWP SNG SEC LOCATION 
LEGAL DESCRIPTION 

ABSTRACT • LSE GRS LSE NET 

01 25S 26E 17 
NW4NE4, E2E2 

TOTAL ACREAGE 

200.00 

200.00 

3.12 

3.12 

OWNERSHIP INFORMATION: 

OWNER* WORKING INTEREST OWNER 

SOOO ABO PETROLEUM CORPORATION 
640010 MYCO INDUSTRIES, INC. 
994100 YATES DRILLING COMPANY 
999900 YATES PETROLEUM CORPORATION 

TOTAL INTEREST 

GW1 

.10000000 

.10000000 

.10000000 

.70000000 

.oooooooo 

OTHER CO LSE EXI 

SPECIAL FEATURES/WELL CROSS REFERENCE: 

HELD BY PROD. 
HELD BY UNIT. 
SHUT-IN PROV. 
PUGH CLAUSE.. 
REASMT OBLIG. 
UNIT CLAUSE.. 

2 TWO YR 
B VERT/HRZ 

SURFACE DAMAGES. 
MINIMUM ROYALTY. 
RENEWAL OPTION.. 
LESSER INTEREST. 
CONT. DRILLING.. 

POOLING..OIL 
REWORK DAYS 
MULTI-TRACT 
SLIDING ROYALTY. 

GAS 

DELAY RENTAL/SHUT-IN INFORMATION: 

RENTAL PAID BY SHUT-IN PAID BY 
RENTAL PER ACRE SHUT-IN PER ACRE 
RENTAL AMOUNT/TYPE SHUT-IN AMOUNT 
BANK FEE BANK FEE 
TOTAL RENTAL TOTAL SHUT-IN 
COMPANY SHARE COMPANY SHARE 
RENTAL DUE OATE 0/00/0000 SHUT-IN DUE DATE 0/00/0000 
PAYMENT FREQUENCY PAYMENT FREQUENCY 

HBP WELL NAME.. 
MULT/COMB CHECKS 

LEASE NUMBER - NM-000403-002513-Y 



PETROLEUM 
CDRPDRRTIDN 

105 South Fourth Street 
Artesia, NM 88210 

November 10, 2004 

Working Interest Owners 
Addressee List Attached 

CERTIFIED MAIL 
RETURN RECEIPT REQUESTED 

RE: Guitar BFL Com #1 well 
Township 25 South, Ranae 26 East. NMPM 
Section 17: 990' FNL & 1980'FEL 
Eddy County, New Mexico 

Ladies and Gentlemen: 

Yates Petroleum Corporation, as operator, proposes to drill the captioned well pursuant to the 
prognosis on the Authority for Expenditure (AFE) and invites you to participate. 

Enclosed, please find two (2) copies of an AFE and one (1) copy of the Joint Operating 
Agreement (JOA) with one (1) additional signature page, covering the N/2 of Section 17. 

If the AFE and JOA meet with your approval, please sign and return one (1) executed copy of 
the AFE and the executed and notarized signature page of the JOA to our office. 

This well is on an accelerated scheduling and we request your immediate attention. 

Should you have any questions, please do not hesitate contacting me at 505-748-4400. 

Thank you. 

Very truly yours, 

YATES PETROLEUM CORPORATION 

Susan Vierra 
Associate Landman 

SV/am 
Enclosure (s) 



GUITAR BFL COM #1 
ADDRESSEE LIST 

Yates Petroleum Corporation, et al 
Attn: Susan Vierra 
105 South Fourth Street 
Artesia, NM 88210 

Murchison Oil & Gas, Inc. 
1100 Mira Vista Blvd. 
Piano, TX 75093-4698 

Anita Grissom Gui tar^ , 
P.O. box 744 
Abilene, TX 79605 

James M. & Jerri Alexander QU 
P.O. Box 58 
Abilene, TX 79604 

Martha Jane Alexander Rhodes 
P.O. Box 58 
Abilene, TX 79604 

James Kelly Polked 
12 Augusta 
Abilene, TX 79604 

Janis Lee Polk Harbour 
4400 Arcady 
Dallas, TX 75202 

Pressley Hudson Guitar 
P.O. box 5383 
Abilene, TX 79608-5383 

Brett Guitar Witherspoon^" 
P.O. Box 100635 
Fort Worth, TX 76185 

Whitten Guitar Witherspoon 
3833 Arroyo Road 
Fort Worth, TX 76109 

Jeri Alexander Lott 
9102 Vicksburg Ave., #17 
Lubbock, TX 79356 

Ruth Ann Polk Caudle 
5616 Preston Fairway 
Dallas, TX 75252 

Marilyn Guitar Galusha QU 
P.O. Box 1438 
Abilene, TX 79604 

John Guitar Witherspoon, Jr. 
7404 Lemonwood Drive 
Fort Worth, TX 76133-7012 

Wende Witherspoon Morgan 
1720 Southwicke 
Flower Mound, TX 75022 

Kelly Woods Leach 
312 Greatview Circle 
Birmingham, AL 35226-2320 



11-8-04 

kTES 
PETROLEUM 
CORPORATION 

AUTHORITY FOR EXPENDITURE 
NEW DRILLING, RECOMPLETION & RE-ENTRY 

AFE Type: Well Objective: Well Type: 

105 SOUTH FOURTH STREET 

ARTESIA, NEW MEXICO88210 
TELEPHONE ( 5 0 5 ) 748-1471 

X New Drilling 
Recompletion 
Re-entry 

X Oil 
X Gas 

Injector 

X Development 
Exploratory 

AFE NO. 
AFE DATE 

AFE STATUS: 
Original 

Revised 

Final 

Supplemental 

LEASE NAME Guitar BFL Com. #1 PROJ'D DEPTH 12,000' 
COUNTY Eddy STATE New Mexico 
FIELD HORIZON Morrow 
LOCATION Section 17 T25S-R26E, 990' N & 1980' E 

DIVISION CODE 
DISTRICT CODE 
BRANCH CODE 

100 DIVISION NAME 
DISTRICT NAME 
BRANCH NAME 

Oil & Gas Division 

PROGNOSIS: |New well drilled to 12,000' to test all formations 

INTANGIBLE DRILLING COSTS: DRY HOLE COMP'D WELL 
920-100 Staking, Permit & Legal Fees 3,000 3,000 
920-110 Location, Right-of-Way 35,000 35,000 
920-120 Drilling, Footage 
920-130 Drilling, Daywork & fuel 50 days @ $11,300/day + $45K for mob 647,000 647,000 
920-140 Drilling Water, Fasline Rental 35,000 35,000 
920-150 Drilling Mud & Additives 45,000 45,000 
920-160 Mud Logging Unit, Sample Bags 30,000 30,000 
920-170 Cementing - Surface Casing & deep intermediate 75,000 75,000 
920-180 Drill Stem Testing, OHT 
920-190 Electric Logs & Tape Copies 60,000 60,000 
920-200 Tools & Equip. Rntl., Trkg. & Welding 125,000 125,000 
920-205 Control of Well-Insurance 5,000 5,000 
920-210 Supervision & Overhead 50,000 50,000 
920-230 Coring, Tools & Service 
920-240 Bits, Tool & Supplies Purchase 80,000 80,000 
920-350 Cementing - Production Casing 40,000 
920-410 Completion Unit - Swabbing 30,000 
920-420 Water for Completion 5,000 
920-430 Mud & Additives for Completion 1,000 
920-440 Cementing - Completion 
920-450 Elec. Logs, Testing, Etc. - Completion 20,000 
920-460 Tools & Equip. Rental, Etc. - Completion 50,000 
920-470 Stimulation for Completion 100,000 
920-480 Supervision & O/H - Completion 1,500 
920-490 Additional LOC Charges - Completion 10,000 
920-510 Bits, Tools & Supplies - Completion 1,500 
920-500 Contingency for Completion 

TOTAL INTANGIBLE DRILLING COSTS 1,190,000 1,449,000 

TANGIBLE EQUIPMENT COSTS: 
930-010 Christmas Tree & Wellhead 5,000 30,000 
930-020 Casing 13 3/8" @ 400' 11,000 11,000 

9 5/8" @ 1,800' 27,000 27,000 
7" <g 8,600' 108,000 108,000 
41/2" 12,000' 85,500 

930-030 Tubing 2 3/8" @ 11,800' 49,000 
930-040 Packer & Special Equipment 
940-010 Pumping Equipment 
940-020 Storage Facilities 15,000 
940-030 Separation Equip., Flowlines, Misc. 75,000 
940-040 Trucking & Construction Costs 15,000 

TOTAL TANGIBLE EQUIPMENT COSTS 151,0001 415,500 

TOTAL COSTS 1,341,0001 1,864,500 

APPROVAL OF THIS AFE CONSTITUTES APPROVAL OF OPERATOR'S OPTION TO CHARGE THE JOINT ACCOUNT WITH 
TUBULAR GOODS FROM THE OPERATOR'S WAREHOUSE STOCK AT THE RATES STATED ABOVE. 

Prepared By Operations 
SV Jeremiah Mullen Approval 

YAtES PETROLEUM CORPORATION 
B:V: 

YATES DRILLING COMPANY 

ABO PETROLEUM CORPORATION" 

I 20.551875% 

f 10.793125Z 

10.793125Z 

I 10.793125Z 



GUITAR BFL COM #1 
T25S-R26E- SECTION 17 
990' FNL & 1980' FEL 
EDDY COUNTY, NEW MEXICO 

AFE # 04-542-0 
DATE: 11/8/04 
Page 2 

SHARE 

MURCHISON OIL & GAS, INC. 

BY:: :DATE:::::: 

EARL B. GUITAR, SR. & ANITA GRISSOM GUITAR, REVOCABLE LIVING TRUST, 
ANITA GRISSOM GUITAR, SOLE TRUSTEE 

BY: DATE 

JAMES M. ALEXANDER & JERRI ALEXANDER 

BY; DATE 

BY: DATE 

MARTHA JANE ALEXANDER RHODES 

BY: DATE 

JERI ALEXANDER LOTT 

JAMES KELLY POLK 

BY: DATE 

RUTH ANN POLK CAUDLE 

BY: DATE 

JANIS LEE POLK HARBOUR 

BYii ;&ATEl: 

MARILYN GUITAR GALUSHA TRUST, MARILYN GUITAR GALUSHA, TRUSTEE 

BY; DATE 

PRESSLEY HUDSON GUITAR 

BY: DATE 

JOHN GUITAR WITHERSPOON, JR. 

BY: DATE 

BRETT GUITAR WITHERSPOON 

SYi: 

WENDE WITHERSPOON MORGAN 

BY: DATE 

WHITTEN GUITAR WITHERSPOON 

BY: DATE-

KELLY WOODS LEACH 

37.500000% 

2.343750% 

0.781250% 

0.781250% 

0.781250% 

0.781250% 

0.781250% 

0.781250% 

0.584375% 

0.584375% 

0.293750% 

0.293750% 

0.293750% 

0.293750% 

0.193750% 

TOTAL 100.000000% 
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M A R T I N Y A T E S , III 

1912-198S 

F R A N K W . Y A T E S 
1 9 3 6 - 1 9 8 6 

P E Y T O N Y A T E S 
EXECUTIVE V I C E PRESIDENT 

R A N D Y G. P A T T E R S O N 

CHAIRMAN OF T H E B O A R D 

J O H N A . Y A T E S 

S. P. Y A T E S 

PRESIDENT 

105 SOUTH FOURTH STREET 

ARTESIA, NEW MEXICO 88210-2118 

TELEPHONE (505) 748-1471 

SECRETARY 

D E N N I S G. K I N S E Y 
TREASURER 

November 30, 2004 

Pressley H. Guitar 
P 0 Box 2365 
Big Spring, TX 79721 

RE: Guitar BFL Com #1 
Township 25 Southr Range 26 Eastf NMPM 
Section 17: N/2 
Eddy County, New Mexico 

Mr. Guitar: 

I have had several phone calls from many family members concerning either 1) lease options for mineral rights in the 
above captioned acreage or 2) participation in the drilling ofthe Guitar BFL Com #1. 

You have been sent an AFE to participate in the drilling of the Guitar well as an unleased mineral owner. Also 
included with the AFE was the operating agreement covering the 320-acre spacing unit in the North 16 of section 17. 

Since the receipt of the AFE and Operating Agreement, I have had several phone calls to discuss the possibility to 
lease your minerals rather than taking a working interest in this well. The renewal period has expired for your 
previous leases; therefore all previous negotiations are off the table. 

Enclosed please find Yates Petroleum Corporation standard three (3) year paid up lease form, containing a 1A royalty 
for your net mineral acre interest. Should you elect to execute this lease, as is, you will receive the $100.00 per net 
acre bonus upon our receipt. The terms and conditions of the lease are not negotiable, as Yates Petroleum 
Corporation will be proceeding with the drilling ofthe Guitar well immediately. 

Please retum either the executed lease form, as is, or the executed AFE and Operating Agreement at your earliest 
convenience, as to avoid a force-pooling situation. 

Should you have any questions, I can be reached at 505-748-4400. 

Thank you for your consideration. 

Very truly yours, 

YATES PETROLEUM CORPORATION 

Susan Vierra 
Associate Landman 

/SV' , • 

Enclosure^) 



Producers 88 Rev. (3 Year Lease) 5-96 (THREE YEAR PAID UP LEASE) Form 345 
f ? C Revised Form OIL AND GAS LEASE Hall-Poorbaugh Press, inc. 

Roswell, New Mexico 

THIS AGREEMENT made mis 29J| day of November. 2004, and Effective November 30, 2004, between Pressley H, Guitar, dealing In his sole and separate 

property, as Lessor (whether one or more), and YATES PETROLEUM CORPORATION-70%; YATES DRILLING COMPANY-10%, ABO PETROLEUM CORPORATION-10% AND 

SHARBRO OIL LIMITED COMPANY-10%, as Lessee, WITNESSETH: 
1 T . ^ i ^ r . n n d H ^ t i m . r . f T e n andNo/100 ... • -Dollaraff__10 jPjL_ _ ) if* 

hand paid, of the royalties herein provideS and of the agreements of Ussee-nerem- contained, hereby grants, leases md lets exclusively unto Lessee to tbe purpose of investigating, exploring, 

prosr̂ cting, drilling and mhiin 
or claimed by Lessor adjacent and contiguous thereto, to produce, save, take care of, treat, transport, and own said products, and housing its employees, me following described land in 
Eddy County, New Mexico to-wit 

Township 25 Seam. Range 26 East NMPM 
Section 17: NW/4NE/4, E/2E/2 
Containing 200.00 acres, more or leu 

2. Without reference to the commencement, prosecution or cessation at any time of drilling or other development operations and/or to the discovery, development or cessation at any time of 
production of oil or gas and without further rayrncnts man the royaltieaherem provided̂  
from this date (called "primary term") and as long thereafter as ofl or gas is produced from said land or land with which said land is pooled hereunder. 

3. The royalties to be paid by Lessee are: (a) on oil, U± ofmat produced and saved from said land, the sane to be deBvered at the welfare to 
wells may be connected; Lessee may from time to time purchase any royalty oil in its possession, paying the market price therefore prevailing for the field where rnoduced on the date of purchase; (b) 
on gas, including casing head gas CT other gaseous substeuicc, produced from said land, ami s the market value 
at the well of 1/4 of rhc gas so sold or used, provided mat on gas sold at rhe weUs the royalty shall be J/4, of the amount realized from such sale; while mere is a gas well on this lease or on 
acreage pooled therewith but gas is not being sold or used. Lessee may pay or tender as royalty, on or betore ninety (90) days after the date on which said weB is shut in and thereafter at annual 
intervals the sum of $1.00 per acre, and if such payment is made or tendered, this lease ahaB rot tmrririMr. and it will be considered that gas i3 r^ing produced from una lease in raying quantities. 
Payment or tender of said shut-in gas royalty may be made by check or draft of Lessee mailed or delivered to toe parties entitled thereto on or betore the date said payment is due. Lessee shall have 
free use of oiL gas, coal and water from said 

4. Lessee, at its option, is hereby given the right and power to pool or combine the acreage coveredby tins lease, or any parties hereof as to ott and gas, or either of them, with other land, lease 
or leases in the immediate vicinity thereof to the extent, hereinafter stipulated, when in Lessee's judgment it is necessary or advisable to do so in order properly to explore, or to develop and operate 
said leased premises in compliance with the spacing rules of the New Mexico Oil Conservation Commission, or outer lawful authority or when to do so would, in the judgment of Lessee, promote the 
conservation of oil and gas in and under and mat may be produced from said premises. Units pooled tor oil hereunder shaU not substantially exceed 40 acres each in area, and units pooled for gas 
hereunder shall not substantially exceed in area 640 acres each plus a tolerance of 10% thereof, provided mat should governmental authority havmg jurisdiction prescribe or permit the creation of units 
larger than those specified, units thereafter created may conform substantially in size with those prescribed by governmental regulations. Lessee under the provisions hereof may pool or combine 
acreage covered by mis lease, or any portion thereof as above provided as to oil in any one or more strata and as to gas in any one or more strata. The units formed by pooling as to any stratum or 
strata need not conform in size or area with the unit or units into which the lease is pooled or combined as to any other stratum or strata, and oil units need not conform as to area with gas units. The 
pooling in one or more instances shall not exhaust die rights of the Lessee hereunder to pool this lease or portions thereof into otrter units. lessee shaD fik for record m the ap ofthe 
county in which die leased premises are situated an instrument describing and designating the pooled acreage as a pooled unit Lessee may at its election exercise its pooling option after commencing 
operations for or completing an ou or gas weU on the leased premises, an̂  land or leases upon which a weU capable of producing oil or gas 
in paying quantities has theretofore been completed or upon which operations for the drilling of a well for oil or gas have theretofore been commenced. Operations for drilling on or production of oil or 
gas from any part ofthe pooled unit which includes all or a portion ofthe land covered by flus lease regardless of whether such operations for drilling were commenced or such production was secured 
before or after the execution of this instrument or the instrument rirsignattng the pooled unit, shall be considered aa operations for drilling on or production of oil and gas from land covered by this lease 
whether or not me well or wells be located on the premises covered by this lease, arid the entire 
treated for aU purposes, except the payment of royalties on production from the pooled unit, as if me same were included iu tins lease. For the purpose of corrajuting ths royalties to which owners of 
royalties and payments out of production and each of mem, shall be entitled on production of oil and gas, or either of mem, from the pooled unit, mere ShaU be allocated to the land covered by mis 
lease and included in saidunit a pro rata portion *f th» nil anrf p>ftnr /-jtw nf th~™: prrwW*H firnjp rh» p™|M ̂ rpft nft»r dfl*lwtirig that uaH for Trrtrntioris tm rhr rmlH imfa Such allocation shall be 
on acreage basis-that is to say, there shall be allocated to the acreage covered by this lease and included m the rjooled unit that pro rata p oil and gas, or either of thein, produced from the 
pooled unit which die number of surface acres covered by this lease and included in the pooled unit bears to the total number of surface acres f ^ u r f 1 in the pooled unit Royalties hereunder shaU be 
<v<rnpnti*l mi 1hr portion n f CTrah pmrinrtinn, gfhenW i t hu ml nnd gM, nr eitfor n f fhmn, m »lW»rr>n to th» hnu\ rr<m»A fry (h i . Uyo. ffiThll'H hi t f r t Unit JIHt US ttKHIgh W i l l prmbMtimi WTTf frmrt 
such land. The production from an oil well win be considered prediction from the leaae or oil pooled unit from winch it is prodocing and not as production from a gas pooled unit; and production from 
a gas weB win be considered as production from the lease OT gas rxwled unit from which nis product 
the right and power from time to time to comrrof said land OT any part OT format^ and 
to any modifications thereof which have been approved by the New Mexico OQ Conservation Commission or other lawful governmental authority. Un such event, the royalty payable to Lessor 
hereunder shall be computed and paid on the basis of the oil or gas allocated to such land under the terms of any such agreement or plan of operation, which basis shall be the same by which the 
royalty due the United States or the State of New Menco is computed arid paid This lease shafl 
agreement or plan of operation shall be filed wim toe New Mexico O0 Conservation Commission, or other lawful authority, and Lessee shaB record in the county in which the leased premises are 
situated, an instrument describing such agreement OTplan of operation and reflecting d» 

5. If at the expiration of tbe primary term oil or gas is not being produced on said land, or from land pooled therewith, but Lessee is then engaged in drilling or reworking operations thereon, or 
shaB have completed a dry bole thereon within 60 days prior to the end ofthe primary terms, the lease shall remain in force so long as operations on said wefl or for drilling or reworking of any 
additional weB are prosecuted with no cessation of more than 60 consecutive days, and if they result in the production of oil or gas so long thereafter as oil or gas is produced from said land, or from 
land pooled therewith. If, after the expiration of the priroary term of this lease and after ofl OT gas is produced fnmi said land, or from land rxwled therewith, therjroducticm therrof siu>uM<»ase from 
any cause, this lease shaB not termmato if Lessee com 
such operations are prosecuted with no cessation of inore man W consecutive days, and if mey result m 
land pooled therewith. Any pooled unit designated by I^ss« m accordance with r 
which the leased premises are situated at any time after the cornpletion of a dry hob) or the cessation of production on said unit In the event a weB or weBs producing oil or gas in paying quantities 
should be brought in on adjacent land and within 660 feet of aad d̂ ammg me lease premises, w 
would drill under the same or similar circumstances. Lessee may at any time execute and deliver to Lessor or place of record a release or releases covering any portion or portions ofthe above 
described premises and thereby surrerider thi3 lease as to such rxutirm OT rjortions and be relieved or aB obligations as to the acreage surrendered. 

6. Lessee shaB have the right at any time during or after the expiratton of tius lease to remove afl 
casing. When required by Lessor, Lessee wifl bury aB premies below ordmary pkiw 
Lessor's consent 

7. The rights of either party hereunder may be assigned in whole or in part, and the provisions hereof shaU extend to their heirs, successors and assigns but no change or division in ownership Of 
the land or royalties, however a«»mplished, shaB operate to enlarge the obligations or diminish the rights of Lessee; and no change or division in such owusrsbip shafl be binding on Lessee until thirty 
(30) days after Lessee shall have been turmshed by registered U.S.r^ 
ofassignment hereof in whole or in part liability for breach of any obligation hereunder shaB rest exclusively upon the owner of this lease or of a portion thereof who comririts such breach. If six or 
more parties become entitled to royalty hereunder, Lessee may withhold payment thereof unless and until furnished with a recordable instrument executed by aB such parties designating an astent to 
receive paynxmt for aB. 

8. The breach by Lessee of any obligation arising hereunder sliaB itot work a forfcmue or 
for cancetktKm hereof m whole or m part to 
facts relied upon as constituting a b ^ 
of this instrument After the discovery of OBOT gas m paving qjantitieam 
obligatwnttsMm TO evem by retired to 
an acreage tolerance not to exceed 10% of640 acres of the area retained hereunder and capable of producing gas in paying quantities. 

• f - * f ^ h * r e b y warraras and agrees to defend toe title to said land and agrees that Lessee at its option may discharge any tax, mortgage OT o4er lim upon said lard either in whole or in part and 

reducedprorxulionately. Sliould airy <IM 

from ^ n ^ n f ^ Z ^ T Z ^ - ^ Z ^ ^ J * * any express or implied covenant of mis lease, from conducting drilling or reworking operations thereon or from producing oil or gas there 
^ w h , ^ T ^ ^ ^ r ^ S . ^ ™ ° r » ™ . O T a**^ * °f majeure, any Federal OT state law or any order, rule or regulation oflovmLntal a^utatty! 

p r T n t t f - 8 °°bptKm to comply with such covenant shaB be suspended, and Leasee ahall not be liable to damages for failure to «n^ly therewith; and this lease X f l b e 
extended while and so long as Lessee . prevented by any such cause from contacting drilling or reworking operations on or from rroducmg ofl or gas from^Z toseTmemises- and AelLHmle 
Lessee is so prevented shafl not be counted against Lessee, anything in tins tease to the CArurary iwtir/ithstaadtogV^ ^ premises, ana me mnewnue 

IN WITNESS WHEREOF, this instrument is executed on the date first above written. 

Pressley H . Guitar 



INDIVIDUAL ACKNOWLEDGMENT 

STATE OF ) 
)ss 

COUNTY OF ) 

This instrurnent was acknowledged before me this day of. , 2004, 
by Pressley H. Guitar 

My cornrrrission expires 

Notary Public 

AC-OWWLEDGMENT 

STATE OF , ) 
)ss. 

COUNTY OF , ) 

This instrument was acknowledged before me mis day of 2004. 
by as 
for • • 

My cornrnission expires • 
Notary Public 

INDIVIDUAL ACKNOWLEDGMENT 

STATE OF ) 
>». 

COUNTY OF ) 

This mstnrroent was acknowledged before me this day of 2004. 
By. ; 

My onTrnrission expires. 
Notary Public 
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Susan Vierra 
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TRDLEUn 

55 SOUTH FOURTH ST. *1H / o f n _ 
IEXICO 88210-2118 

,lr.Q 0_D5 5351 3533 

1̂111III III I 111 PITNEY B O W E S 

0004321433 DEC 02 2004 
_ MAILED FROM ZIP CODE 88210 

I C E REQUESTED 

O ' % Pressley H. Guitar 
U M ' , 1 O/// # V P 0 DUA 2J05 . 

On ^Hec S i b k 9 f • R'j Spring, TX 
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U.S. Postal Service™ | 
CERTIFIED MAIL™ RECEIPT 
(Domest ic Mai l Only ; No Insurance Coverage Provided) 

For delivery information visit our website at www.usps.coms 
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U.S. Postal Service™ 
CERTIFIED MAIL™ RECEIPT 
(Domestic Mail Only; No Insurance Coverage Prpvided) 
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| S 8 n ' r o PressleyJH. Guitar 
"SSSSSP""P O Box 5383 """"""" 

PS Form 3800. Juno 2002 See Rcverse|for Instructions 

SENDER: COMPLETE THIS SECTION COMPLETE THIS SECTION ON DELIVERY 

• Complete items 1,2, arid 3. Also complete 
item 4 if Restricted Delivery Is desired. 

• Print your name and address on the reverse 
so that we can return the card to you. 

• Attach this card to the back of the mailpiece, 
or on the front if space permits. 

A Signature * V 

X M ^ i ^ ^ •Addressee 

• Complete items 1,2, arid 3. Also complete 
item 4 if Restricted Delivery Is desired. 

• Print your name and address on the reverse 
so that we can return the card to you. 

• Attach this card to the back of the mailpiece, 
or on the front if space permits. 

B. ReceivedTiy [ printed Name), 

1. Article Addressed to: 
D.,Is delivery aUdress different from ttprri 1? U Yea 

tf YES, enter delivery address below? D No 

3. Service 1ype " 
X I Certified Mall • Express Mall 

• Registered ^^ebjmRec^rr t fbrMefChandlse 

• Insured Mail • C.O.D. 

.4. Restricted Delivery? (Extra Fee) • Yes 

2. Article Nurnfcfer; 

JJ 
70-M llbO 0005 5351 3751 j. Ik^gjt^ 

PS form 3811, February 2004 Domestic Return Receipt 
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Guitar BFL Com #1 
Township 25 South, Range 26 East, NMPM 
Section 17: N/2 
Eddy County, New Mexico 

Mineral Owner: 

Net Acres in N/2 Spacing Unit 0.9375 
Percent Working Interest in Unit 0.292969% 
Previous Lease dated: 11/1/01 
Expiration: 10/31/04 

Lease Renewal and Correspondence Timeline 

John Guitar Witherspoon, Jr. 
7404 Lemonwood Drive 
Fort Worth, TX 76133-7012 

3/9/04 Offer letter sent to renew previous lease: 
Terms: 3-year term 

$100.00 bonus/acre 
1/4 royalty 

4/8/04 Letter of acceptance received as per terms offered. 

4/8/04 Lease documents & bank draft sent as per terms accepted in offer letter 

5/11/04 No response from sent documents. Sent cover letter with compromise 

lease form, acceptable to Yates management. 

11/1/04 No response from Mr. Witherspoon - lease expired. 

11 /10/04 Sent AFE to participate in the drilling of the Guitar BFL Com #1. 

11/19/04 Received certified receipt of sent AFE. 

11 /30/04 Final offer sent: 
Option 1: Sign AFE to participate in drilling of well 
Option 2: Enclosed Yates lease form (no modifications) 

3-year term 
$100.00 bonus/acre 
1/4 royalty 

12/3/04 Received certified receipt of final offer letter. 

BEFORE THE OIL CONSERVAITON DIVISION 
Santa Fe, New Mexico 

Case No. 13398 Exhibit 3-G 
Submitted by: 

Yates Petroleum Corporation 
Hearing Date: January 6. 2005 



PETROLEUM 
EORPORHTIDN 

A?R 0 8 2004 

U=o U=, Li 'Tr 

105 South Fourth Street 
Artesia, NM 88210 

505-748-1471 
FAX 505-748-4572 

March 9, 2004 

John Guitar Witherspoon, Jr. 
7404 Lemonwood Drive 
Fort Worth, TX 76133-7012 

Mr. Witherspoon: 

RE: Oil & Gas Lease 
Township 25 South. Ranqe 26 East, NMPM 
Section 17: NW/4NE/4, E/2E/2 
Eddy County, New Mexico 

Yates Petroleum Corporation would like to extend an offer to re-new your lease in the captioned acreage, 
subject to the following terms: 

1. A Paid-up Three (3) Year Oil and Gas Lease; 

2. A bonus consideration of $100.00 per acre for the 1.5626 net mineral acres; 

3. A royalty reservation of 1/4th of 8/8ths on all oil and gas produced from the leased lands; 

4. Offer will expire at office closing on April 9, 2004. 

5. Title acceptable to Yates Petroleum Corporation. 

If the above meets with your approval, please execute below and return to this office at your earliest 
convenience. If you have any questions regarding this matter, please call me at (505) 748-4356. 

Thank you. 
Very truly yours, 
Yates Petroleum Cor 

Shirley Pruitt 
Land Technicia 

AGREED and ACCEPTED this ^ d a v o f , 2004 



TRDLEUrl 
RFDRHT1DN 

105 South Fourth Street 
Artesia, NM 88210 

505-748-1471 
FAX 505-748-4572 

May 11,2004 

John Guitar Witherspoon, Jr. 
7404 Lemonwood Drive 
Fort Worth, TX 76133-7012 

Re: Oil & Gas Lease 
Township 25 South. Range 26 East. NMPM 
Section 17: NW/4NE/4, E/2E/2 
Containing 200 acres, more or less 
Eddy County, New Mexico 

Mr. Witherspoon: 

Pursuant to my telephone conversation on May 7, 2004 with Mr. Brett Guitar Witherspoon, enclosed 
please find two (2) copies of Oil and Gas Lease Form 342P. If the enclosed meets with your approval, 
please execute the lease before a notary public and return to this office. Upon receipt of the properly 
executed and notarized lease, we will issue a direct check to you in the amount of $156.26 as full 
bonus payment of $100.00 per acre for the 1.5626 net mineral acres owned by you. 

If you have any questions, please call me at (505) 748-4356. Thank you. 

Very truly yours, 

YATES PETROLEUM CORPORATION 

Land Technician 

/sp 
Enclosure(s) 
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Thirty (30) Banking Days From Sight Subject 
To Approval Of Title With Lease Attached 

ARTESIA, NEW MEXICO. April 8. 2004 

PAY TO THE 
ORDER OF 
John Guitar Witherspoon. dealing in his sole and separate property $156.25 

One Hundred Fifty-six and 25/100 DOLLARS 
VALUE RECEIVED AND CHARGE TO ACCOUNT OF WITH EXCHANGE 

TO: First National Bank of Artesia 
Artesia, New Mexico 88210 
Acct. of Yates Petroleum Corporation 

YATES PETROLEUM i PORATION 

Shirley Pruitt, L^ t f Technician 



Producer's 88-Producer's Revised 1994 New Mk Form 342P, Paid-up 
N.M. 

1 ed and for sale by Hall-Poorbaugh Press, Roswell, 

OIL & GAS LEASE 

THIS AGREEMENT made this _ Uth day of May. 2004. but effective November 1. 2004 between John Guitar Witherspoon, Jr., dealing in his sole and separate 
property, as Lessor (whether one or more), and YATES PETROLEUM CORPORATION-70%; YATES DRILLING COMPANY-10%, ABO PETROLEUM CORPORATION-10% and 
MYCO INDUSTRIES, INC-10%, as Lessee: 

I . Lessor, In consideration of TEN AND OTHER DOLLARS in hand paid, receipt of which is here acknowledged, and of the royalties herein provided and of the agreements of the lessee 
herein contained, hereby grants, leases and lets exclusively unto lessee for the purpose of investigating, exploring, prospecting, drilling, and operating for and producing oil and gas. injecting gas, 
waters, other fluids, and air into subsurface strata laying pipelines, storing oil, building tanks, roadways, telephone lines, and other structures and things thereon to produce, save, take care of, treat, 
process, store and transport said minerals, the following described land in Eddy County, New Mexico, to-wit: 

TownshiD 25 South. Range 26 East. N.M.P.M. 
Section 17: NW/4NE/4, E/2E/2 

Said land is estimated to comprise 200.00 acres, whether it actually comprises more or less. 

2. Subject to the other provisions herein contained, this lease shall remain in force for a term of Three years from this date (called "primary term") and as long thereafter 
as oil or gas is produced from said land or from land with which said land is pooled. 

3. The royalties to be paid by lessee are: (a) on oil, and other liquid hydrocarbons saved at the well, l/4tlt of that produced and saved from said land, same to be 

delivered at the wells or to the credit of lessor in the pipeline to which the wells may be connected; (b) on gas, including casinghead gas or other gaseous substance 

produced from said land and used off the premises or used in the manufacture of gasoline or other products, the market value at the well of 1 /4th of the gas used, 

provided tliat on gas sold on or off the premises, the royalties shall be 1/4th of the amount realized from such sale; (c) and at any time when this lease is 
not validated by other provisions hereof and there is a gas and/or condensate well on said land, or land pooled therewith, but gas or condensate is not being so sold or used and such well is shut in, 
either before or after production therefrom, then on or before 90 days after said well is shut in, and thereafter at annual intervals, lessee may pay or tender an advance shut-in royalty equal to Sl .00 
per net acre of lessor's gas acreage then held under this lease by the party making such payment or tender, and so long as said shut-in royalty is paid or tendered, this lease shall not terminate and it 
shall be considered under all clauses hereof that gas is being produced from the leased premises in paying quantities. Each such payment shall be paid or tendered to the party or parties who at the 
time of such payment would be entitled to receive the royalties which would be paid under this lease if the well were in fact producing. The payment or tender of royalties and shut-in royalties may 
be made by check or draft. Any timely payment or tender of shut-in royalty which is made in a bona fide attempt to make proper payment, but which is erroneous in whole or in part as to parties or 
amounts, shall nevertheless be sufficient to prevent termination of this lease in the same manner as though a proper payment had been made if lessee shall correct such error within 30 days after 
lessee has received written notice thereof by certified mail from the party or parties entitled to receive payment together with such written instruments (or certified copies thereof) as are necessary to 
enable lessee to make proper payment. The amount realized from the sale of gas on or off the premises shall be the price established by the gas sales contract entered into in good faith by lessee and 
gas purchaser for such term and under such conditions as are customary in the industry. "Price" shall mean the net amount received by lessee after giving effect to applicable regulatory orders and 
after application of any applicable price adjustments specified in such contract or regulatory orders. In the event losoco oompreaseo, troata, purifies, or dehydrates auoh gao (whether on or off tho 
leased premises) or transports gaa off tho leased premises, lessee in computing royalty hereunder may deduot from suoh price a reasonable oharge for caoh of aueh functions performed. 

4. This is a paid-up lease and lessee shall not be obligated during the primary term hereof to commence or continue any operations of whatsoever character or to make any payments hereunder 
in order to maintain this lease in force during the primary term; however, this provision is not intended to relieve lesee of the obligation to pay royalties on actual production pursuant to the 
provisions or Paragraph 3 hereof. 

5. Lessee is hereby granted the right and power, from time to time, to pool or combine this lease, the land covered by it or any part or horizon thereof with any other land, leases, mineral 
estates or pans thereof for the production of oil or gas. Units pooled hereunder shall not exceed tlie standard proration unit fixed by law or by the Oil Conservation Division of the Energy and 
Minerals Department of the State of New Mexico or by any other lawful authority for the pool or area in which said land is situated, plus a tolerance of ten percent. Lessee shall file written unit 
designations in the county in which the premises are located and such units may be designated from time to time and either before or after the completion of wells. Drilling operations on or 
production from any part of any such unit shall be considered for all purposes, except the payment of royalty, as operations conducted upon or production from the land described in this lease. There 
shall be allocated to the land covered by this lease included in any such unit that portion ofthe total production of pooled minerals from wells in the unit, after deducting any used in lease or unit 
operations, which the net oil or gas acreage in the land covered by this lease included in the unit bears to the total number of surface acres in the unit. The production so allocated shall be considered 
for all purposes, including the payment or delivery of royalty, to be the entire production of pooled minerals from the portion of said land covered hereby and included in said unit in the same 
manner as though produced from said land under the terms of this lease. Any pooled unit designated by lessee, as provided herein, may be dissolved by lessee by recording an appropriate instrument 
in the County where the land is situated at any time after the completion of a dry hole or the cessation of production on said unit. 

6. I f at the expiration of the primary term there is no well upon said land capable of producing oil or gas, but lessee has commenced operations for drilling or reworking thereon, this lease 
shall remain In force so long as operations are prosecuted with no cessation of more than 60 consecutive days, whether such operations be on the same well or on a different or additional well or 
wells, and if they result in the production of oil or gas, so long thereafter as oil or gas is produced from said land. If, after the expiration of the primary term, all wells upon said land should become 
incapable of producing for any cause, this lease shall not terminate i f lessee commences operations for additional drilling or for reworking within 60 days thereafter. If any drilling, additional 
drilling or reworking operations hereunder result in production, then this lease shall remain in full force so long thereafter as oil or gas is produced hereunder. 

7. Lessee shall have free use of oil, gas and water from said land, except water from lessor's wells and tanks, for all operations hereunder, and the royalty shall be computed after deducting 
any so used. Lessee shall have the right at any time during or after the expiration of this lease to remove all property and fixtures placed by lessee on said land, including the right to draw and 
remove all casing. When required by lessor, lessee will bury all pipe lines on cultivated lands below ordinary plow depth, and no well shall be drilled within two hundred feet (200 ft.) of any 
residence or barn now on said land without lessor's consent. Lessor shall have the privilege, at his risk and expense, of using gas from any gas well on said land for stoves and inside lights in the 
principal dwelling thereon, out of any surplus gas not needed for operations hereunder. 

8. The rights of either party hereunder may be assigned in whole or in part and the provisions hereof shall extend to their heirs, executors, administrators, successors and assigns; but no 
change in the ownership ofthe land or in the ownership of, or rights to receive, royalties or shut-in royalties, however accomplished shall operate to enlarge the obligations or diminish the rights of 
lessee: and no such change or division shall be binding upon lessee for any purpose until 30 days after lessee has been furnished by certified mail at lessee's principal place of business with 
acceptable instruments or certified copies thereof constituting the chain of title from the original lessor, l f any such change in ownership occurs through the death of the owner, lessee may, at its 
option, pay or tender any royalties or shut-in royalties in the name ofthe deceased or to his estate or to his heirs, executor or administrator until such time as lessee has been furnished with evidence 
satisfactory to lessee as to the persons entitled to such sums. An assignment of this lease in whole or in part shall, to the extent of such assignment, relieve and discharge lessee of any obligations 
hereunder and , i f lessee or assignee of part or parts hereof shall fail or make default in the payment of the proportionate part of royalty or shut-in royalty due from such lessee or assignee or fail to 
comply with any ofthe provisions of this lease, such default shall not affect this lease insofar as it covers a part of said lands upon which lessee or any assignee thereof shall properly comply or 
make such payments. 

9. Should lessee be prevented from complying with any express or implied covenant of this lease, or from conducting drilling or reworking operations hereunder, or from producing oil or gas 
hereunder by reason of scarcity or inability to obtain or use equipment or material, or by operation of force majeure, or by any Federal or state law or any order, rule or regulation of governmental 
authority, then while so prevented, lessee's duty shall be suspended, and lessee shall not be liable for failure to comply therewidi; and this lease shall be extended while and so long as lessee is 
prevented by any such cause from conducting drilling or reworking operations or from producing oil or gas hereunder; and the time while lessee is so prevented shall not be counted against lessee, 
anything in this lease to the contrary notwithstanding. 

10. Lessor hereby warrants and agrees to defend tho title to aaid land and agrees that lessee at is option may discharge any tax, mortgage or other lien upon said land, and in the event lessee 
does so it shall be subrogated to such lien with the right to enforce same and to apply royalties and shut-in royalties payable hereunder toward satisfying same. Without impairment of lessee's rights 
under the warranty, i f this lease covers a less interest in the oil or gas in all or any part of said land than the entire and undivided fee simple estate (whether lessor's interest is herein specified or not) 
then the royalties, shut-in royalty, and other payments, i f any, accruing from any part as to which this lease covers less than such full interest, shall be paid only in the proportion which the interest 
therein, i f any, covered by this lease, bears to the whole and undivided fee simple estate therein. Should any one or more of the parties named above as lessors fail to execute this lease, it shall 
nevertheless be binding upon the party or parties executing the same. 

11. Lessee, its or his successors. heirs and assigns, shall have the right at any time to surrender this lease, in whole or in part, to lessor or his heirs, successors and assigns by delivering or 
mailing a release thereof to the lessor, or by placing a release thereof of record in the county in which said land is situated; thereupon lessee shall be relieved from all obligations, expressed or 
implied, of this agreement as to acreage so surrendered, and thereafter the shut-in royalty payable hereunder shall be reduced in the proportion that the acreage covered hereby is reduced by said 
release or releases. 

Articles 12, 13 and 14 of this Oil and Gas Lease are attached as Exhibit "A". 

Executed the day and year first above written. 

John Guitar Witherspoon, Jr. 
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Exhibit "A' 

Attached to and made a part of that certain Oil and Gas Lease dated May 11, 2004, by and between John Guitar 
Witherspoon, Jr., dealing in his sole and separate property, as Lessor, and Yates Petroleum Corporation, Yates Drilling 
Company, Abo Petroleum Corporation and Myco Industries, Inc., as lessee, covering lands in Eddy County, New Mexico. 

12. Notwithstanding anything else to the contrary herein, payment of shut-in gas well royalties will not be permitted to 
maintain this Lease in force for a period greater than two consecutive years beyond the primary term, at which time this 
Lease shall automatically tenninate. 

13. Notwithstanding any other provisions hereof, at the end of the primary term, all acreage not included in a proration 
unit as designated by the New Mexico Oil Conservation Division and all depths 100 feet below the deepest producing 
horizon shall be automatically eliminated from this Lease and revert to LESSOR, unless LESSEE is drilling a well on the 
leased premises or on lands pooled therewith, in which event the Lease will be held in its entirety as long as not more than 
one hundred twenty (120) days elapse between the completion of one well and the commencement of another. Completion 
shall be defined as (1) the date on which a dry hole is plugged or (2) the date certified to the New Mexico Oil Conservation 
Division as the date a well has been completed as a producing well, whichever be appropriate. "Commencement" shall be 
defined as the date drilling operations are commenced on the leased premises or on lands pooled therewith. 

14. As an addition to the terms hereof, it is expressly agreed that all royalty to be paid hereunder shall be delivered to 
LESSOR free of all costs of transportation, compression, processing, treatment, purification, dehydration, separation, 
stabilization, manufacturing, measuring or marketing the oil, gas or hydrocarbons covered by this lease. 



kTE5 
PETROLEUM 
CDRPDRRTIDN 

105 South Fourth Street 
Artesia, NM 88210 

November 10, 2004 

Working Interest Owners 
Addressee List Attached 

CERTIFIED MAIL 
RETURN RECEIPT REQUESTED 

RE: Guitar BFL Com #1 well 
TownshiD 25 South, Ranqe 26 East, NMPM 
Section 17: 990' FNL & 1980'FEL 
Eddy County, New Mexico 

Ladies and Gentlemen: 

Yates Petroleum Corporation, as operator, proposes to drill the captioned well pursuant to the 
prognosis on the Authority for Expenditure (AFE) and invites you to participate. 

Enclosed, please find two (2) copies of an AFE and one (1) copy of the Joint Operating 
Agreement (JOA) with one (1) additional signature page, covering the N/2 of Section 17. 

If the AFE and JOA meet with your approval, please sign and return one (1) executed copy of 
the AFE and the executed and notarized signature page of the JOA to our office. 

This well is on an accelerated scheduling and we request your immediate attention. 

Should you have any questions, please do not hesitate contacting me at 505-748-4400. 

Thank you. 

Very truly yours, 

YATES PETROIEUM CORPORATION 

Susan Vierra 
Associate Landman 

SV/am 
Enclosure(s) 



GUITAR BFL COM #1 
ADDRESSEE LIST 

Yates Petroleum Corporation, et al 
Attn: Susan Vierra 
105 South Fourth Street 
Artesia, NM 88210 

Murchison Oil & Gas, Inc. ^ 
1100 Mira Vista Blvd. 
Piano, TX 75093-4698 

Anita Grissom Gui ta r , ^ , 
P.O. box 744 
Abilene, TX 79605 

James M. & Jerri Alexander QU 
P.O. Box 58 
Abilene, TX 79604 

Martha Jane Alexander Rhodes 
P.O. Box 58 
Abilene, TX 79604 

James Kelly P o l k e d 
12 Augusta 
Abilene, TX 79604 

Janis Lee Polk Harbour 
4400 Arcady 
Dallas, TX 75202 

Pressley Hudson Guitar 
P.O. box 5383 
Abilene, TX 79608-5383 

Brett Guitar Witherspoon <£cV 
P.O. Box 100635 
Fort Worth, TX 76185 

Whitten Guitar Witherspoon 
3833 Arroyo Road 
Fort Worth, TX 76109 

Jeri Alexander Lott 
9102 Vicksburg Ave., #17 
Lubbock, TX 79356 

Ruth Ann Polk Caudle 
5616 Preston Fairway 
Dallas, TX 75252 

Marilyn Guitar Galusha 
P.O. Box 1438 
Abilene, TX 79604 

John Guitar Witherspoon, Jr. 
7404 Lemonwood Drive 
Fort Worth, TX 76133-7012 

Wende Witherspoon Morgan 
1720 Southwicke 
Flower Mound, TX 75022 

Kelly Woods Leach 
312 Greatview Circle 
Birmingham, AL 35226-2320 



11-8-04 

_ RDLEUM 
CORPORATION 

105 SOUTH FOURTH STREET 

ARTESIA, NEW MEXIC088210 
TELEPHONE ( 5 0 5 ) 748-1471 

AUTHORITY FOR EXPENDITURE 
NEW DRILLING, RECOMPLETION & RE-ENTRY 

AFE Type: Well Objective: Well Type: 
X New Drilling 

Recompletion 
Re-entry 

X Oil 
X Gas 

Injector 

X Development 
Exploratory 

AFE NO. 
AFE DATE 

AFE STATUS: 
Original 
Revised 
Final 
Supplemental 

04-542-0 

10/29/04 
AFEND (rev 6/98) 

;p-<37-o<f 

LEASE NAME Guitar BFL Com. #1 PROJ'D DEPTH 12,000' 
COUNTY Eddy STATE New Mexico 
FIELD HORIZON Morrow 
LOCATION Section 17 T25S-R26E, 990' N & 1980' E 

DIVISION CODE 
DISTRICT CODE 
BRANCH CODE 

100 DIVISION NAME 
DISTRICT NAME 
BRANCH NAME 

Oil & Gas Division 

PROGNOSIS: |New well drilled to 12,000' to test all formations 

INTANGIBLE DRILLING COSTS: 
920-100 Staking, Permit & Legal Fees 
920-110 Location, Right-of-Way 
920-120 Drilling, Footage 
920-130 Drilling, Daywork &/ueC 5 0 ] ^ 
920-140 Drilling Water, Fasline Rental " " " ] [ [ "mmmmm'm'mm" " 
920-150 Drilling Mud & Additives 
920-160 Mud Logging Unit, Sample Bags 

920-170 Cementing - Surface Casing * M??R jPJt?.,JP® )̂?1??-
920-180 Drill Stem Testing, OHT 
920-190 Electric Logs & Tape Copies 
920-200 Tools & Equip. Rntl., Trkg. & Welding 
920-205 Control of Well-Insurance 
920-210 Supervision & Overhead 
920-230 Coring, Tools & Service 
920-240 Bits, Tool & Supplies Purchase 
920-350 Cementing - Production Casing 
920-410 Completion Unit - Swabbing 
920-420 Water for Completion 
920-430 Mud & Additives for Completion 
920-440 Cementing - Completion 
920-450 Elec. Logs, Testing, Etc. - Completion 
920-460 Tools & Equip. Rental, Etc. - Completion 
920-470 Stimulation for Completion . 
920-480 Supervision & O/H - Completion 
920-490 Additional LOC Charges - Completion 
920-510 Bits, Tools & Supplies - Completion 
920-500 Contingency for Completion 

TOTAL INTANGIBLE DRILLING COSTS 

DRY HOLE COMPD WELL 
3,000 3,000 

35,000 35,000 

647,000 647,000 
35,000 35,000 
45,000 45,000 
30,000 30,000 
75,000 75,000 

60,000 60,000 
125,000 125,000 

5,000 5,000 
50,000 50,000 

80,000 80,000 
40,000 
30,000 
5,000 
1,000 

20,000 
50,000 

100,000 
1,500 

10,000 
1,500 

1,190,000 1,449,000| 

TANGIBLE EQUIPMENT COSTS: 
930-010 Christmas Tree & Wellhead 5,000 30,000 
930-020 Casing 13 3/8" @ 400' 11,000 11,000 

9 5/8" @ 1,800' 27,000 27,000 
7" ^ 8,600" 108,000 108,000 
41/2" 12,000' 85,500 

930-030 Tubing 2 3/8" ^ 11,800' 49,000 
930-040 Packer & Special Equipment 
940-010 Pumping Equipment 
940-020 Storage Facilities 15,000 
940-030 Separation Equip., Flowlines, Misc. 75,000 
940-040 Trucking & Construction Costs 15,000 

TOTAL TANGIBLE EQUIPMENT COSTS 151,000 415,500 

TOTAL COSTS 1,341,000 1,864,500 

APPROVAL OF THIS AFE CONSTITUTES APPROVAL OF OPERATOR'S OPTION TO CHARGE THE JOINT ACCOUNT WITH 
TUBULAR GOODS FROM THE OPERATOR'S WAREHOUSE STOCK AT THE RATES STATED ABOVE. 

Prepared By Operations 
SV Jeremiah Mullen Approval 

YATES PETROLEUM CORPORATION 

BY: DATE: 

20.551875% 

YATES DRILLING COMPANY 
B:Y:x 

I 10.793125% 

ABO PETROLEUM CORPORATION 

yyymWmm 
10.793125% 



GUITAR BFL COM #1 
T25S-R26E- SECTION 17 
990" FNL & 1980' FEL 
EDDY COUNTY, NEW MEXICO 

AFE # 04-542-0 
DATE: 11/8/04 
Page 2 

SHARE 

MURCHISON OIL & GAS, INC. 

BY: DATE 

EARL B. GUITAR, SR. & ANITA GRISSOM GUITAR, REVOCABLE LIVING TRUST, 
ANITA GRISSOM GUITAR, SOLE TRUSTEE 

BY. DATE 

JAMES M. ALEXANDER & JERRI ALEXANDER 

BY; DATE 

8Y; DATE 

MARTHA JANE ALEXANDER RHODES 

BY: DATE 

JERI ALEXANDER LOTT 

BY; DATE 

JAMES KELLY POLK 

BY: DATE 

RUTH ANN POLK CAUDLE 

DATE 

JANIS LEE POLK HARBOUR 

BY: DATE 

MARILYN GUITAR GALUSHA TRUST, MARILYN GUITAR GALUSHA, TRUSTEE 

BYj DATE 

PRESSLEY HUDSON GUITAR 

BY-

JOHN GUITAR WITHERSPOON, JR. 

i:DATEx 

BRETT GUITAR WITHERSPOON 

BY: DATE 

WENDE WITHERSPOON MORGAN 

BY: DATE 

WHITTEN GUITAR WITHERSPOON 

MM DATE 

KELLY WOODS LEACH 
BY: DATE 

37.500000% 

2.343750% 

0.781250% 

0.781250% 

0.781250% 

0.781250% 

0.781250% 

0.781250% 

0.584375% 

0.584375% 

0.293750% 

0.293750% 

0.293750% 

0.293750% 

0.193750% 

TOTAL 100.000000% 
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M A R T I N Y A T E S . Ill 
1912-198S 

F R A N K W . Y A T E S 
1 9 3 6 - 1 9 8 6 

PETROLEUM 
CDRPDRRTIDN 

105 SOUTH FOURTH STREET 

ARTESIA, N E W MEXICO 8 8 2 1 0 - 2 1 1 8 

TELEPHONE (505) 748-1471 

S. P. Y A T E S 
CHAIRMAN OF THE BOARD 

J O H N A . Y A T E S 
PRESIDENT 

P E Y T O N Y A T E S 
EXECUTIVE VICE PRESIDENT 

R A N D Y G. P A T T E R S O N 
SECRETARY 

D ENNIS G. K I N S E Y 
TREASURER 

November 30, 2004 

John Guitar Witherspoon, Jr. 
7404 Lemonwood Drive 
Fort Worth, TX 76133-7012 

RE: Guitar BFL Com #1 
Township 25 South. Range 26 East, NMPM 
Section 17: N/2 
Eddy County, New Mexico 

Mr. Witherspoon: 

I have had several phone calls from many family members concerning either 1) lease options for mineral rights in the 
above captioned acreage or 2) participation in the drilling of the Guitar BFL Com # 1 . 

You have been sent an AFE to participate in the drilling of the Guitar well as an unleased mineral owner. Also 
included with the AFE was the operating agreement covering the 320-acre spacing unit in the North Vi of section 17. 

Since the receipt of the AFE and Operating Agreement, I have had several phone calls to discuss the possibility to 
lease your minerals rather than taking a working interest in this well. The renewal period has expired for your 
previous leases; therefore all previous negotiations are off the table. 

Enclosed please find Yates Petroleum Corporation standard three (3) year paid up lease form, containing a Vi royalty 
for your net mineral acre interest. Should you elect to execute this lease, as is, you will receive the $100.00 per net 
acre bonus upon our receipt. The terms and conditions of the lease are not negotiable, as Yates Petroleum 
Corporation will be proceeding with the drilling ofthe Guitar well immediately. 

Please return either the executed lease form, as is, or the executed AFE and Operating Agreement at your earliest 
convenience, as to avoid a force-pooling situation. 

Should you have any questions, I can be reached at 505-748-4400. 

Thank you for your consideration. 

Very truly yours, 

YATES PETROLEUM CORPORATION 

/sv 
Enclosure(s) 

Susan Vierra 
Associate Landman 



Producers 88 Rev. (3 Year Lease) 5-96 

YPC Revised Form 

(THREE YEAR PAID UP LEASE) 

O I L AND GAS LEASE 
Form 345 

Hall-Poorbaugh Press, Inc. 

Roswell, New Mexico 

THIS AGREEMENT made this 3j0th day of November. 2004, and Effective November 30, 2004, between John Guitar Witherspoon, Jr., dealing in his sole and 

separate property, as Lessor (whether one or more), and YATES PETROLEUM CORPORATION-70%; YATES DRILLING COMPANY-10%, ABO PETROLEUM CORPORATION-

10% AND SHARBRO OIL LIMITED CO MPANY.-10%, as Lessee, WITNESSETH: 

1. Lessors in consideration of Ten and No/100 Dollars ($ lO.QQ ) in 

hand paid, of the royalties herein provided and of the agreements of Lessee herein contained, hereby grants, leases and lets exclusively unto Lessee for the purpose of investigating, exploring, 

prospecting, drilling and mining for and producing oil and gas, laying pipe lines, building roads, tanks, power stations, telephone lines and other structures thereon and on, over and across lands owned 

or claimed by Lessor adjacent and contiguous thereto, to produce, save, take care of, treat, transport, and own said products, and housing its employees, the following described land in 

Eddy County, New Mexico to-wit: 

TownshiD 25 South. Range 26 East NMPM 
Section 17: NW/4NE/4, E/2E/2 
Containing 200.00 acres, more or less 

2. Without reference to the commencement, prosecution or cessation at any time of drilling or other development operations and/or to the discovery, development or cessation at any time of 
production of oil or gas and without further payments than the royalties herein provided, and notwithstanding anything else herein contained to the contrary, this lease shall be for a term of three years 
from this date (called "primary term") and as long thereafter as oil or gas is produced from said land or land with which said land is pooled hereunder. 

3. The royalties to be paid by Lessee are: (a) on oil, 1/4 of that produced and saved from said land, the same to be delivered at the wells or to the credit of Lessor into the pipe line to which the 
wells may be connected; Lessee may from time to time purchase any royalty oil in its possession, paying the market price therefore prevailing for the field where produced on the date of purchase; (b) 
on gas, including casing head gas or other gaseous substance, produced from said land, and sold, or used off the premises or for the extraction of gasoline or other product there from, the market value 
at the well of 1/4 of the gas so sold or used, provided that on gas sold at the wells the royalty shall be 1/4 of the amount realized from such sale; while there is a gas well on this lease or on 
acreage pooled therewith but gas is not being sold or used, Lessee may pay or tender as royalty, on or before ninety (90) days after the date on which said well is shut in and thereafter at annual 
intervals the sum of $1.00 per acre, and if such payment is made or tendered, this lease shall not terminate and it will be considered that gas is being produced from this lease in paying quantities. 
Payment or tender of said shut-in gas royalty may be made by check or draft of Lessee mailed or delivered to the parties entitled thereto on or before the date said payment is due. Lessee shall have 
free use of oil, gas, coal and water from said land, except water from Lessor's wells, for all operations hereunder, and the royalty on oil and gas shall be computed after deducting any so used. 

4. Lessee, at its option, is hereby given the right and power to pool or combine the acreage covered by this lease, or any portion thereof as to oil and gas, or either of them, with other land, lease 
or leases in the immediate vicinity thereof to the extent, hereinafter stipulated, when in Lessee's judgment it is necessary or advisable to do so in order properly to explore, or to develop and operate 
said leased premises in compliance with the spacing rules ofthe New Mexico Oil Conservation Commission, or other lawful authority or when to do so would, in the judgment of Lessee, promote the 
conservation of oil and gas in and under and that may be produced from said premises. Units pooled for oil hereunder shall not substantially exceed 40 acres each in area, and units pooled for gas 
hereunder shall not substantially exceed in area 640 acres each plus a tolerance of 10% thereof, provided that should governmental authority having jurisdiction prescribe or permit the creation of units 
larger than those specified, units thereafter created may conform substantially in size with those prescribed by governmental regulations. Lessee under the provisions hereof may pool or combine 
acreage covered by this lease, or any portion thereof as above provided as to oil in any one or more strata and as to gas in any one or more strata. The units formed by pooling as to any stratum or 
strata need not conform in size or area with the unit or units into which the lease is pooled or combined as to any other stratum or strata, and oil units need not conform as to area with gas units. The 
pooling in one or more instances shall not exhaust the rights of the Lessee hereunder to pool this lease or portions thereof into other units. Lessee shall file for record in the appropriate records of the 
county in which the leased premises are situated an instrument describing and designating the pooled acreage as a pooled unit. Lessee may at its election exercise its pooling option after commencing 
operations for or completing an oil or gas well on the leased premises, and the pooled unit may include, but it is not required to include, land or leases upon which a well capable of producing oil or gas 
in paying quantities has theretofore been completed or upon which operations for the drilling of a well for oil or gas have theretofore been commenced. Operations for drilling on or production of oil or 
gas from any part of the pooled unit which includes all or a portion of the land covered by this lease regardless of whether such operations for drilling were commenced or such production was secured 
before or after the execution of this instrument or the instrument designating the pooled unit, shall be considered as operations for drilling on or production of oil and gas from land covered by this lease 
whether or not the well or wells be located on the premises covered by this lease, and the entire acreage constituting such unit or units, as to oil and gas, or either of them, as herein provided, shall be 
treated for all purposes, except the payment of royalties on production from the pooled unit, as i f the same were included in this lease. For the purpose of computing the royalties to which owners of 
royalties and payments out of production and each of them, shall be entitled on production of oil and gas, or either of them, from the pooled unit, there shall be allocated to the land covered by this 
lease and included in said unit a pro rata portion of the oil and gas, or either of them, produced from the pooled unit after deducting that used for operations on the pooled units. Such allocation shall be 
on acreage basis-that is to say, there shall be allocated to the acreage covered by this lease and included in the pooled unit that pro rata portion of the oil and gas, or either of them, produced from the 
pooled unit which the number of surface acres covered by this lease and included in the pooled unit bears to the total number of surface acres included in the pooled unit Royalties hereunder shall be 
computed on the portion of such production, whether it be oil and gas, or either of them, so allocated to the land covered by this lease and included in the unit just as though such production were from 
such land. The production from an oil well will be considered production from the lease or oil pooled unit from which it is producing and not as production from a gas pooled unit; and production from 
a gas well will be considered as production from the lease or gas pooled unit from which it is producing and not from an oil pooled unit. In addition to the foregoing, Lessee at its option is hereby given 
the right and power from time to time to commit said land or any part or formation or mineral substance covered hereby to any cooperative or unit agreement or plan of development and operation, and 
to any modifications thereof, which have been approved by the New Mexico Oil Conservation Commission or other lawful governmental authority. In such event the royalty payable to Lessor 
hereunder shall be computed and paid on the basis of the oil or gas allocated to such land under the terms of any such agreement or plan of operation, which basis shall be the same by which the 
royalty due the United States or the State of New Mexico is computed and paid. This lease shall not expire during the life of such agreement or plan and shall be subject to the terms thereof and said 
agreement or plan of operation shall be filed with the New Mexico Oil Conservation Commission, or other lawful authority, and Lessee shall record in the county in which the leased premises are 
situated, an instrument describing such agreement or plan of operation and reflecting the commitment thereto, and the same may be recorded either before or after the completion of wells. 

5. I f at the expiration of the primary term oil or gas is not being produced on said land, or from land pooled therewith, but Lessee is then engaged in drilling or reworking operations thereon, or 
shall have completed a dry hole thereon within 60 days prior to the end of the primary terms, the lease shall remain in force so long as operations on said well or for drilling or reworking of any 
additional well are prosecuted with no cessation of more than 60 consecutive days, and if they result in the production of oil or gas so long thereafter as oil or gas is produced from said land, or from 
land pooled therewith. If, after the expiration of the primary term of this lease and after oil or gas is produced from said land, or from land pooled therewith, die production thereof should cease from 
any cause, this lease shall not terminate if Lessee commences operations for drilling or reworking within 60 days after the cessation of such production, but shall remain in force and effect so long as 
such operations are prosecuted with no cessation of more than 60 consecutive days, and if they result in the production of oil and gas, so long thereafter as oil or gas is produced from said land, or from 
land pooled therewith. Any pooled unit designated by Lessee in accordance with the terms hereof, may be dissolved by Lessee by instrument filed for record in the appropriate records ofthe county in 
which the leased premises are situated at any time after the completion of a dry hole or the cessation of production on said unit In the event a well or wells producing oil or gas in paying quantities 
should be brought in on adjacent land and within 660 feet of and draining the lease premises, or land pooled therewith. Lessee agrees to drill such offset well or wells as a reasonably prudent operator 
would drill under the same or similar circumstances. Lessee may at any time execute and deliver to Lessor or place of record a release or releases covering any portion or portions of the above 
described premises and thereby surrender this lease as to such portion or portions and be relieved or all obligations as to the acreage surrendered. 

6. Lessee shall have the right at any time during or after the expiration of this lease to remove all property and fixtures placed by Lessee on said land, including the right to draw and remove all 
casing. When required by Lessor, Lessee will bury all pipelines below ordinary plow depth, and no well shall be drilled within two hundred feet of any residence or barn now on said land without 
Lessor's consent 

7. The rights of either party hereunder may be assigned in whole or in part, and the provisions hereof shall extend to their heirs, successors and assigns but no change or division in ownership of 
the land or royalties, however accomplished, shall operate to enlarge the obligations or diminish the rights of Lessee; and no change or division in such ownership shall be binding on Lessee until thirty 
(30) days after Lessee shall have been furnished by registered U.S. mail at Lessee's principal place of business with a certified copy of recorded instrument or instruments evidencing same. In the event 
of assignment hereof in whole or in part liability for breach of any obligation hereunder shall rest exclusively upon the owner of this lease or of a portion thereof who commits such breach. I f six or 
more parties become entitled to royalty hereunder, Lessee may withhold payment thereof unless and until furnished with a recordable instrument executed by all such parties designating an agent to 
receive payment for all. 

8. The breach by Lessee of any obligation arising hereunder shall not work a forfeiture or termination of this lease nor cause a tennination or revision ofthe estate created hereby nor be grounds 
for cancellation hereof in whole or in part In the event Lessor considers that operations are not at any time being conducted in compliance with this lease, Lessor shall notify Lessee in writing of the 
facts relied upon as constituting a breach hereof, and Lessee, if in default shall have sixty days after receipt of such notice in which to commence the compliance with the obligations imposed by virtue 
of this instrument After the discovery of oil or gas in paying quantities on said premises, Lessee shall develop the acreage retained hereunder as a reasonably prudent operator but in discharging this 
obligation it shall in no event by required to drill more than one well per forty (40) acres ofthe area retained hereunder and capable of producing oil in paying quantities and one wel! per 640 acres plus 
an acreage tolerance not to exceed 10% of 640 acres of the area retained hereunder and capable of producing gas in paying quantities. 

9. Lessor hereby warrants and agrees to defend the title to said land and agrees that Lessee at its option may discharge any tax, mortgage or other hen upon said land either in whole or in part, and 
in event Lessee does so, it shall be subrogated to such lien with the right to enforce same and apply royalties accruing hereunder toward satisfying same Without impairment of Lessee's right under the 
warranty in event of failure of title, it is agreed that i f Lessor owns an interest in the oil or gas on, in or under said land less than the entire fee simple estate, then the royalties to be paid Lessor shall be 
reduced proportionately. Should any one or more ofthe parties named as Lessors fail to execute this lease, it shall nevertheless be binding upon the party or parties executing the same. 

10. Should Lessee be prevented from complying with any express or implied covenant of this lease, from conducting drilling or reworking operations thereon or from producing oil or gas there 
from by reason of scarcity of or inability to obtain or to use equipment or material, or by operation of force majeure, any Federal or state law or any order, rule or regulation of governmental authority, 
then while so prevented, Lessee's obligation to comply with such covenant shall be suspended, and Lessee shall not be liable in damages for failure to comply therewith; and this lease shall be 
extended while and so long as Lessee is prevented by any such cause from conducting drilling or reworking operations on or from producing oil or gas from the leased premises; and the time while 
Lessee is so prevented shall not be counted against Lessee, anything in this lease to the contrary notwithstanding. 

IN WITNESS WHEREOF, this instrument is executed on the date first above written. 

John Guitar Witherspoon, Jr. 



INDIVIDUAL ACKNOWLEDGMENT 

STATE OF 

COUNTY OF 

)ss 

_) 

This instrument was acknowledged before me this_ 

by John Guitar Witherspoon. Jr. 

. day of_ , 2004, 

My commission expires_ 

Notary Public 

ACKNOWLEDGMENT 

STATE OF 

COUNTY OF 

)ss. 

J 

This instrument was acknowledged before me this_ 

by 
for 

. day of _ 
as 

2004, 

My commission expires_ 

Notary Public 

INDIVIDUAL ACKNOWLEDGMENT 

STATE OF 

COUNTY OF 

)ss. 

_) 

This instrument was acknowledged before me this_ 

By 

day of 2004. 

My commission expires. 
Notary Public 
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Guitar BFL Com #1 
Township 25 South, Range 26 East, NMPM 
Section 17: N/2 
Eddy County, New Mexico 

Mineral Owner: Brett Guitar Witherspoon 
PO Box 100635 
Fort Worth, TX 76185 

Net Acres in N/2 Spacing Unit 0.9375 
Percent Working Interest in Unit 0.292969% 
Previous Lease dated: 11/1/01 
Expiration: 10/31/04 

Lease Renewal and Correspondence Timeline 
3/9/04 Offer letter sent to renew previous lease: 

Terms: 3-year term 
$100.00 bonus/acre 
1/4 royalty 

5/7/04 Phone conversation with Shirley Pruitt concerning lease terms. 
Additional provisions added to lease form. 

5/11/04 Compromise lease form with amendments sent. 

Undated Compromise lease from returned with many more revisions and 
amendments. Lease form reviewed by supervisors from 
land, accounting, and marketing departments. Lease 
form unacceptable to Yates management. 

9/3/04 Phone conversation with Shirley Pruitt - negotiations to agree on a 
lease form acceptable to both Mr. Guitar and Yates 
management. 

9/23/04 Second compromised lease form sent. 

11/5/04 Letter of explanation sent, concerning the terms of Mr. Guitar lease 

not acceptable to Yates management. 

11/10/04 Sent AFE to participate in the drilling of the Guitar BFL Com #1. 

11/16/04 Received certified receipt of sent AFE. 

11/24/04 Final offer sent: 
Option 1: Sign AFE to participate in drilling of well 
Option 2: Enclosed Yates lease form (no modifications) 

3-year term 
$100.00 bonus/acre 
1/4 royalty 

BEFORE THE OIL CONSERVAITON DIVISION 
Santa Fe, New Mexico 

Case No. 13398 Exhibit 3-H 
Submitted by. 

Yates Petroleum Comoratinn 
Hearing Date: January 6.2005 



PETROLEUM 
CDRPDRHTIDN 

105 South Fourth Street 
Artesia, NM 88210 

505-748-1471 
FAX 505-748-4572 

March 9, 2004 

Brett Guitar Witherspoon 
P. O. Box 100635 
Fort Worth, TX 76185 

RE: Oil & Gas Lease 
Township 25 South. Range 26 East. NMPM 
Section 17: NW/4NE/4, E/2E/2 
Eddy County, New Mexico 

Mr. Witherspoon: 

Yates Petroleum Corporation would like to extend an offer to re-new your lease in the captioned acreage, 
subject to the following terms: 

1. A Paid-up Three (3) Year Oil and Gas Lease; 

2. A bonus consideration of $100.00 per acre for the 1.5626 net mineral acres; 

3. A royalty reservation of 1/4th of 8/8ths on all oil and gas produced from the leased lands; 

4. Offer will expire at office closing on April 9,2004. 

5. Title acceptable to Yates Petroleum Corporation. 

If the above meets with your approval, please execute below and return to this office at your earliest 
convenience. If you have any questions regarding this matter, please call me at (505) 748-4356. 

Thank you. 
Very truly yours, 

/sp 
AGREED and ACCEPTED this day of , 2004 

Brett Guitar Witherspoon 



105 South Fourth Street 
Artesia, NM 88210 

505-748-1471 
FAX 505-748-4572 

May 11, 2004 

Brett Guitar Witherspoon 
P. O. Box 100635 
Fort Worth, TX 76185 

Re: Oil & Gas Lease 
Township 25 South. Range 26 East. NMPM 
Section 17: NW/4NE/4, E/2E/2 
Containing 200 acres, more or less 
Eddy County, New Mexico 

Mr. Witherspoon: 

Pursuant to our telephone conversation on May 7,2004, enclosed please find two (2) copies of Oil and 
Gas Lease Form 342P. If the enclosed meets with your approval, please execute the lease before a 
notary public and return to this office. Upon receipt of the properly executed and notarized lease, we 
will issue a direct check to you in the amount of $156.26 as full bonus payment of $100.00 per acre for 
the 1.5626 net mineral acres owned by you. 

If you have any questions, please call me at (505) 748-4356. Thank you. 

Very truly yours, 

Land Technician 

/sp 
Enclosure(s) 



Producer's 88-Producer's Revised 1994 New Mk Form 342P, Paid-up 
N.M. ' 

k ed and for sale by Hall-Poorbaugh Press, Roswell, 

OIL & GAS LEASE 

THIS AGREEMENT made this _ 11 th day of May, 2004, but effective November 1.2004 between Brett Guitar Witherspoon, dealing in his sole and separate property, 
as Lessor (whether one or more), and YATES PETROLEUM CORPORATION-70%; YATES DRILLING COMPANY-10%, ABO PETROLEUM CORPORATION-10% and MYCO 
INDUSTRIES, INC-10%, as Lessee: 

1. Lessor, In consideration of TEN AND OTHER DOLLARS in hand paid, receipt of which is here acknowledged, and of the royalties herein provided and of the agreements of the lessee 
herein contained, hereby grants, leases and lets exclusively unto lessee for the purpose of investigating, exploring, prospecting, drilling, and operating for and producing oil and gas. injecting gas, 
waters, other fluids, and air into subsurface strata laying pipelines, storing oil, building tanks, roadways, telephone lines, and other structures and things thereon to produce, save, take care of, treat, 
process, store and transport said minerals, the following described land in Bddv County, New Mexico, to-wit: 

Township 25 South. Range 26 East N.M.P.M. 
Section 17: NW74NE/4, E/2E/2 

Said land is estimated to comprise 200.00 acres, whether it actually comprises more or less. 

2. Subject to the other provisions herein contained, this lease shall remain in force for a term of Three years from this date (called "primary term") and as long thereafter 
as oil or gas is produced from said land or from land with which said land is pooled. 

3. The royalties to be paid by lessee are: (a) on oil, and other liquid hydrocarbons saved at the well, l/4th of that produced and saved from said land, same to be 
delivered at the wells or to tlie credit of lessor in the pipeline to which the wells may be connected; (b) on gas, including casinghead gas or other gaseous substance 

produced from said land and used off the premises or used in the manufacture of gasoline or other products, the market value at the well of l/4th ofthe gas used, 

provided that on gas sold on or off the premises, the royalties shall be l/4Hi of tlie amount realized from such sale; (c) and at any time when this lease is 
not validated by other provisions hereof and there is a gas and/or condensate well on said land, or land pooled therewith, but gas or condensate is not being so sold or used and such well is shut in, 
either before or after production therefrom, then on or before 90 days after said well is shut in, and thereafter at annual intervals, lessee may pay or tender an advance shut-in royalty equal to $ 1.00 
per net acre of lessor's gas acreage then held under this lease by the party making such payment or tender, and so long as said shut-in royalty is paid or tendered, this lease shall not terminate and it 
shall be considered under all clauses hereof that gas is being produced from the leased premises in paying quantities. Each such payment shall be paid or tendered to the party or parties who at tlie 
time of such payment would be entitled to receive the royalties which would be paid under this lease if the well were in fact producing. The payment or tender of royalties and shut-in royalties may 
be made by check or draft. Any timely payment or tender of shut-in royalty which is made in a bona fide attempt to make proper payment but which is erroneous in whole or in part as to parties or 
amounts, shall nevertheless be sufficient to prevent termination of this lease in the same manner as though a proper payment had been made if lessee shall correct such error within 30 days after 
lessee has received written notice thereof by certified mail from the party or parties entitled to receive payment together with such written instruments (or certified copies thereof) as are necessary to 
enable lessee to make proper payment. The amount realized from the sale of gas on or off the premises shall be the price established by the gas sales contract entered into in good faith by lessee and 
gas purchaser for such term and under such conditions as are customary in the industry. "Price" shall mean the net amount received by lessee after giving effect to applicable regulatory orders and 
after application of any applicable price adjustments specified in such contract or regulatory orders. In the evont leasee ooniprcaaoa, treats, purifiea, or dohydratoa suoh gao (whether on or off the 
leoaed promisee) or transports gao off tho leased premises, leaaoo in oomputing royalty hereunder may deduct from ouoh prioo a reasonable oliorgo for ouoh of ouoh funotiono performed, 

4. This is a paid-up lease and lessee shall not be obligated during the primary term hereof to commence or continue any operations of whatsoever character or to make any payments hereunder 
in order to maintain this lease in force during the primary term; however, this provision is not intended to relieve lesee of the obligation to pay royalties on actual production pursuant to the 
provisions or Paragraph 3 hereof. 

5. Lessee is hereby granted the right and power, from time to time, to pool or combine this lease, the land covered by it or any part or horizon thereof with any other land, leases, mineral 
estates or parts thereof for the production of oil or gas. Units pooled hereunder shall not exceed the standard proration unit fixed by law or by tlie Oil Conservation Division of the Energy and 
Minerals Department of the State of New Mexico or by any other lawful authority for the pool or area in which said land is situated, plus a tolerance of ten percent Lessee shall file written unit 
designations in the county in which the premises are located and such units may be designated from time to time and either before or after the completion of wells. Drilling operations on or 
production from any part of any such unit shall be considered for all purposes, except the payment of royalty, as operations conducted upon or production from the land described in this lease. There 
shall be allocated to the land covered by this lease included in any such unit that portion ofthe total production of pooled minerals from wells in the unit after deducting any used in lease or unit 
operations, which the net oil or gas acreage in the land covered by this lease included in the unit bears to the total number of surface acres in the unit Tbe production so allocated shall be considered 
for all purposes, including the payment or delivery of royalty, to be the entire production of pooled minerals from the portion of said land covered hereby and included in said unit in tbe same 
manner as though produced from said land under the terms of this lease. Any pooled unit designated by lessee, as provided herein, may be dissolved by lessee by recording an appropriate instrument 
in the County where the land is situated at any time after the completion of a dry hole or the cessation of production on said unit. 

6. If at the expiration ofthe primary term there is no well upon said land capable of producing oil or gas, but lessee has commenced operations for drilling or reworking thereon, this lease 
shall remain In force so long as operations are prosecuted with no cessation of more than 60 consecutive days, whether such operations be on the same well or on a different or additional well or 
wells, and if they result in the production of oil or gas, so long thereafter as oil or gas is produced from said land. If, after the expiration of the primary term, all wells upon said land should become 
incapable of producing for any cause, this lease shall not terminate if lessee commences operations for additional drilling or for reworking within 60 days thereafter. If any drilling, additional 
drilling or reworking operations hereunder result in production, then this lease shall remain in full force so long thereafter as oil or gas is produced hereunder. 

7. Lessee shall have free use of oil, gas and water from said land, except water from lessor's wells and tanks, for all operations hereunder, and the royalty shall be computed after deducting 
any so used. Lessee shall have the right at any time during or after the expiration of this lease to remove all property and fixtures placed by lessee on said land, including the right to draw and 
remove all casing. When required by lessor, lessee will bury all pipe lines on cultivated lands below ordinary plow depth, and no well shall be drilled within two hundred feet (200 ft) of any 
residence or bam now on said land without lessor's consent Lessor shall have the privilege, at his risk and expense, of using gas from any gas well on said land for stoves and inside lights in the 
principal dwelling thereon, out of any surplus gas not needed for operations hereunder. 

8. The rights of either party hereunder may be assigned in whole or in part and the provisions hereof shall extend to their heirs, executors, administrators, successors and assigns; but no 
change in the ownership ofthe land or in the ownership of, or rights to receive, royalties or shut-in royalties, however accomplished shall operate to enlarge the obligations or diminish the rights of 
lessee: and no such change or division shall be binding upon lessee for any purpose until 30 days after lessee has been furnished by certified mail at lessee's principal place of business with 
acceptable instruments or certified copies thereof constituting the chain of title from the original lessor. If any such change in ownership occurs through the death ofthe owner, lessee may, at its 
option, pay or tender any royalties or shut-in royalties in the name ofthe deceased or to his estate or to his heirs, executor or administrator until such time as lessee has been furnished with evidence 
satisfactory to lessee as to the persons entitled to such sums. An assignment of this lease in whole or in part shall, to the extent of such assignment relieve and discharge lessee of any obligations 
hereunder and, if lessee or assignee of part or parts hereof shall fail or make default in the payment of the proportionate part of royalty or shut-in royalty due from such lessee or assignee or fail to 
comply with any of the provisions of this lease, such default shall not affect this lease insofar as it covers a part of said lands upon which lessee or any assignee thereof shall properly comply or 
make such payments. 

9. Should lessee be prevented from complying with any express or implied covenant of this lease, or from conducting drilling or reworking operations hereunder, or from producing oil or gas 
hereunder by reason of scarcity or inability to obtain or use equipment or material, or by operation of force majeure, or by any Federal or state law or any order, rule or regulation of governmental 
authority, then while so prevented, lessee's duty shall be suspended, and lessee shall not be liable for failure to comply therewith; and this lease shall be extended while and so long as lessee is 
prevented by any such cause from conducting drilling or reworking operations or from producing oil or gas hereunder; and the time while lessee is so prevented shall not be counted against lessee, 
anything in this lease to the contrary notwitlistanding. 

10. Lessor hereby warranto ond agrooa to defend the title to aaid land and agrees that lessee at is option may discharge any tax, mortgage or other lien upon said land, and in the event lessee 
does so it shall be subrogated to such lien with the right to enforce same and to apply royalties and shut-in royalties payable hereunder toward satisfying same. Without impairment of lessee's rights 
under the warranty, if this lease covers a less interest in the oil or gas in all or any part of said land than the entire and undivided fee simple estate (whether lessor's interest is herein specified or not) 
then the royalties, shut-in royalty, and other payments, if any, accruing from any part as to which this lease covers less than such full interest shall be paid only in the proportion which the interest 
therein, if any, covered by this lease, bears to the whole and undivided fee simple estate therein. Should any one or more of the parties named above as lessors fail to execute this lease, it shall 
nevertheless be binding upon the party or parties executing the same. 

11. Lessee, its or his successors, heirs and assigns, shall have the right at any time to surrender this lease, in whole or in part, to lessor or his heirs, successors and assigns by delivering or 
mailing a release thereof to the lessor, or by placing a release thereof of record in the county in which said land is situated; thereupon lessee shall be relieved from all obligations, expressed or 
implied, of this agreement as to acreage so surrendered, and thereafter the shut-in royalty payable hereunder shall be reduced in the proportion that the acreage covered hereby is reduced by said 
release or releases. 

Articles 12, 13 and 14 of this Oil and Gas Lease are attached as Exhibit "A". 

Executed the day and year first above written. 

Brett Guitar Witherspoon 
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Exhibit "A" 

Attached to and made a part of that certain Oil and Gas Lease dated May 11, 2004, by and between Brett Guitar 
Witherspoon, dealing in his sole and separate property, as Lessor, and Yates Petroleum Corporation, Yates Drilling 
Company, Abo Petroleum Corporation and Myco Industries, Inc., as lessee, covering lands in Eddy County, New Mexico. 

12. Notwithstanding anything else to the contrary herein, payment of shut-in gas well royalties will not be permitted to 
maintain this Lease in force for a period greater than two consecutive years beyond the primary term, at which time this 
Lease shall automatically terminate. 

13. Notwithstanding any other provisions hereof, at the end of the primary term, all acreage not included in a proration 
unit as designated by the New Mexico Oil Conservation Division and all depths 100 feet below the deepest producing 
horizon shall be automatically eliminated from tbis Lease and revert to LESSOR, unless LESSEE is drilling a well on the 
leased premises or on lands pooled therewith, in which event the Lease will be held in its entirety as long as not more than 
one hundred twenty (120) days elapse between the completion of one well and the commencement of another. Completion 
shall be defined as (1) the date on which a dry hole is plugged or (2) the date certified to the New Mexico Oil Conservation 
Division as the date a well has been completed as a producing well, whichever be appropriate. "Commencement" shall be 
defined as the date drilling operations are commenced on the leased premises or on lands pooled therewith. 

14. As an addition to the terms hereof, it is expressly agreed that all royalty to be paid hereunder shall be delivered to 
LESSOR free of all costs of transportation, compression, processing, treatment, purification, dehydration, separation, 
stabilization, manufacturing, measuring or marketing the oil, gas or hydrocarbons covered by tbis lease. 



Producers 88 Rev. (3 Year Lease) 5-96 

YPC Revised Form 

(THREE YEAR PAID UP LEASE) 
OIL AND GAS LEASE 

Form 345 

Hall-Poorbaugh Press, Inc. 
Roswell, New Mexico 

THIS AGREEMENT made this 16th day of February 2004, but Effective September 21, 2004, between James M. Alexander, dealing in his sole and 

separate property, as Lessor (whether one or more), and YATES PETROLEUM CORPORATION-70%; YATES DRILLING COMPANY-10%, ABO PETROLEUM CORPORATION-

10% AND MYCO INDUSTRIES, INC-10%, as Lessee, WITNESSETH: 

1. Lessors in consideration of Ten and No/100 Dollars (S 10.00 
) in hand paid, of the royalties herein provided and of the agreements of Lessee herein contained, hereby grants, leases and lets exclusively unto Lessee for the purpose of investigating, 

exploring, prospecting, drilling and mining for and producing oil and gas, laying pipe lines, building roads, tanks, power stations, telephone lines and other structures thereon and on, over and 
across lands owned or claimed by Lessor adjacent and contiguous thereto, to produce, save, take care of, treat, transport, and own said products, and housing its employees, the following described 
land in Eddy County, New Mexico to-wit: ^ 

Township 25 South. Range 26 East NMPM 
Section 17: NW/4NE/4, E/2E/2 

2. Without reference to the commencement prosecution or cessation at any time of drilling or other development operations and/or to the discovery, development or cessation at any time of 
production of oil or gas and without further payments than the royalties herein provided, and notwithstanding anything else herein contained to the contrary, this lease shall be for a term of three 
years from this date (called "primary term") and as long thereafter as oil or gas is produced from said land or land with which said land is pooled hereunder. 

. . . . . . . i inP^+ie paid Uy Lessee <uc. (a) uu uil, 1/4 uf tim uiuuuieu ami uveil fluui salt! lauU, die mine tu tie delivered at Hie walls ur lu UIB credit ufLey»™"t„ r . , ... 
the wells may hr rnnnrrii il' 11 in miy frnm timr to time purchase any royalty oil in its possession, paying the market price thfT-fir- pmnijinii; Ui Hi fl"h vintr pr-nhi-H on the date of 

I purchase; (b) on gas, including casing hnrl | i in ullll I / nmnin iffltrrmrr prnrhirrrl from said land, and sold, or li i il iifTthi |in mini i ill lm llu i liiilinn of gasoline or other product there from, 
1 the market value at the well of 1/4 of the gas so sold or used, r""'" j '" 1"'" | '"illl fl* ""*"" ,hT, " \ | i ill.' ill III rti~ 1/4 ofthe amount realized from such sale; while there is a gas well on 
1 this lease or on acreage pooled therewith but gas is not being sold or used. Lesŝ i in lyiiiipTTTinTliiii ni)i 1)% «r ninety (90) days after the date on which said well is shut in and 
whereafter at annual intervals the sum of $1.00 |ii 1 irn mil jf .in li |iii[illl III 1111111I1 nr tendered, this lease shall —T'TTTII'IV I I ' I I i l l ht~mH—-1 that gas is being produced from this lease in 
paying quantities. P»y»»"tnrt«i^pf 11111111111 III u IIIJ ill, may be made by check or draft of Lessee mailed or delivered to the |iulii 1 iililli il Illl II In 1111111 In fore the date said payment is due. 
I I I I li ill liiiui fini 11 1 lil nil |i 1 111 il and water from said land, except water from Lessor's wells, for all operations hereunder, and the royalty on oil and pi'i Im'H " 1111 1'nftrr ]'~i"~tinr-

4. Lessee, at its option, is hereby given the right and power to pool or combine the acreage covered by this lease, or any portion thereof as to oil and gas, or either of them, with other land, 
iease or leases in the immediate vicinity thereof to the extent, hereinafter stipulated, when in Lessee's judgment it is necessary or advisable to do so in order properly to explore, or to develop and 
operate said leased premises in compliance with the spacing rules of the New Mexico Oil Conservation Commission, or other lawful authority or when to do so would, in the judgment of Lessee, 
promote the conservation of oil and gas in and under and that may be produced from said premises. Units pooled for oil hereunder shall not substantially exceed 40 acres each in area, and units 
pooled for gas hereunder shall not substantially exceed in area 640 acres each plus a tolerance of 10% thereof, provided that should governmental authority having jurisdiction prescribe or permit 
the creation of units larger than those specified, units thereafter created may conform substantially in size with those prescribed by governmental regulations. Lessee under the provisions hereof 
may pool or combine acreage covered by this lease, or any portion thereof as above provided as to oil in any one or more strata and as to gas in any one or more strata. The units formed by pooling 
as to any stratum or strata need not conform in size or area with the unit or units into which the lease is pooled or combined as to any other stratum or strata, and oil units need not conform as to 
area with gas units. The pooling in one or more instances shall not exhaust the rights of the Lessee hereunder to pool this lease or portions thereof into other units. Lessee shall file for record in the 
appropriate records of the county in which the leased premises are situated an instrument describing and designating the pooled acreage as a pooled unit. Lessee may at its election exercise its 
pooling option after commencing operations for or completing an oil or gas well on the leased premises, and the pooled unit may include, but it is not required to include, land or leases upon which 
a well capable of producing oil or gas in paying quantities has theretofore been completed or upon which operadons for the drilling of a well for oil or gas have theretofore been commenced. 
Operations for drilling on or production of oil or gas from any part of the pooled unit which includes all or a portion of the land covered by this lease regardless of whether such operations for 
drilling were commenced or such production was secured before or after the execution of this instrument or the instrument designating the pooled unit, shall be considered as operations for drilling 
on or production of oil and gas from land covered by this lease whether or not the well or wells be located on the premises covered by this lease, and the entire acreage constituting such unit or 
units, as to oil and gas, or either of them, as herein provided, shall be treated for all purposes, except the payment of royalties on production from the pooled unit, as if the same were included in 
this lease. For the purpose of computing the royalties to which owners of royalties and payments out of production and each of them, shall be entitled on production of oil and gas, or either of 
them, from the pooled unit, there shall be allocated to the land covered by this lease and included in said unit a pro rata portion of the oil and gas, or either of them, produced from the pooled unit 
after deducting that used for operations on the pooled units. Such allocation shall be on acreage basis-that is to say, there shall be allocated to the acreage covered by this lease and included in the 
pooled unit that pro rata portion of the oil and gas, or either of them, produced from the pooled unit which the number of surface acres covered by this lease and included in the pooled unit bears to 
the total number of surface acres included in the pooled unit. Royalties hereunder shall be computed on the portion of such production, whether it be oil and gas, or either of them, so allocated to 
the land covered by this lease and included in the unit just as though such production were from such land. The production from an oil well will be considered production from the lease or oil 
pooled unit from which it is producing and not as production from a gas pooled unit; and production from a gas well will be considered as production from the lease or gas pooled unit from which 
it is producing and not from an oil pooled unit. In addition to the foregoing, Lessee at its option is hereby given the right and power from time to time to commit said land or any part or formation 
or mineral substance covered hereby to any cooperative or unit agreement or plan of development and operation, and to any modifications thereof, which have been approved by the New Mexico 
Oil Conservation Commission or other lawful governmental authority. In such event, the royalty payable to Lessor hereunder shall be computed and paid on the basis ofthe oil or gas allocated to 
such land under the terms of any such agreement or plan of operation, which basis shall be the same by which the royalty due the United States or the State of New Mexico is computed and paid. 
This lease shall not expire during the life of such agreement or plan and shall be subject to the terms thereof and said agreement or plan of operation shall be filed with the New Mexico Oil 
Conservation Commission, or other lawful authority, and Lessee shall record in the county in which the leased premises are situated, an instrument describing such agreement or plan of operation 
and reflecting the commitment thereto, and the same may be recorded either before or after the completion of wells. 

5. If at the expiration ofthe primary term oil or gas is not being produced on said land, or from land pooled therewith, but Lessee is then engaged in drilling or reworking operations thereon, 
or shall have completed a dry hole thereon within 60 days prior to the end of the primary terms, the lease shall remain in force so long as operations on said well or for drilling or reworking of any 
additional well are prosecuted with no cessation of more than 60 consecutive days, and if they result in the production of oil or gas so long thereafter as oil or gas is produced from said land, or 
from land pooled therewith. If, after the expiration of the primary term of this lease and after oil or gas is produced from said land, or from land pooled therewith, the production thereof should 
cease from any cause, this lease shall not terminate if Lessee commences operations for drilling or reworking within 60 days after the cessation of such production, but shall remain in force and 
effect so long as such operations are prosecuted with no cessation of more than 60 consecutive days, and if they result in the production of oil and gas, so long thereafter as oil or gas is produced 
from said land, or from land pooled therewith. Any pooled unit designated by Lessee in accordance with the terms hereof, may be dissolved by Lessee by instrument filed for record in the 
appropriate records of the county in which the leased premises are situated at any time after the completion of a dry hole or the cessation of production on said unit In the event a well or wells 
producing oil or gas in paying quantities should be brought in on adjacent land and within 660 feet of and draining the lease premises, or land pooled therewith. Lessee agrees to drill such offset 
well or wells as a reasonably prudent operator would drill under the same or similar circumstances. Lessee may at any time execute and deliver to Lessor or place of record a release or releases 
covering any portion or portions ofthe above described premises and thereby surrender this lease as to such portion or portions and be relieved or all obligations as to the acreage surrendered. 

6. Lessee shall have the right at any time during or after the expiration of this lease to remove all property and fixtures placed by Lessee on said land, including the right to draw and remove 
all casing. When required by Lessor, Lessee will bury all pipelines below ordinary plow depth, and no well shall be drilled within two hundred feet of any residence or bam now on said land 
without Lessor's consent 

7. The rights of either party hereunder may be assigned in whole or in part, and the provisions hereof shall extend to their heirs, successors and assigns but no change or division in ownership 
of the land or royalties, however accomplished, shall operate to enlarge the obligations or diminish the rights of Lessee; and no change or division in such ownership shall be binding on Lessee 
until thirty (30) days after Lessee shall have been furnished by registered U.S. mail at Lessee's principal place of business with a certified copy of recorded instrument or instruments evidencing 
same. In the event of assignment hereof in whole or in part liability for breach of any obligation hereunder shall rest exclusively upon the owner of this lease or of a portion thereof who commits 
such breach. If six or more parties become entitled to royalty hereunder, Lessee may withhold payment thereof unless and until furnished with a recordable instrument executed by all such parties 
designating an agent to receive payment tor all. 

8. The breach by Lessee of any obligation arising hereunder shall not work a forfeiture or termination of this lease nor cause a termination or revision of the estate created hereby nor be 
grounds tor cancellation hereof in whole or in pai l. In the event Lessor considers that operations are not at any time being conducted in compliance with this lease, Lessor shall notify Lessee in 
writing of the facts relied upon as constituting a breach hereof, and Lessee, if in default, shall have sixty days after receipt of such notice in which to commence the compliance with the obligauons 
imposed by virtue of this instrument After the discovery of oil or gas in paying quantities on said premises, Lessee shall develop the acreage retained hereunder as a reasonably prudent operator 
but in discharging this obligation it shall in no event by required to drill more than one well per forty (40) acres ofthe area retained hereunder and capable of producing oil in paying quantities and 
one well per 640 acres plus an acreage tolerance not to exceed 10% of640 acres ofthe area retained hereunder and capable of producing gas in paying quantities. 

9. Lessor hereby murantc nnd nrjnnr tn rtuftnd Um Irttê CTBWHanritmd agrees that Lessee at its option may discharge any tax, mortgage or other lien upon said land either in whole or in part, 
[/and in event Lessee does so, it shall be subrogated to such lien with the right to enforce same and apply royalties accruing hereunder toward satisfying same Without impairment of Lessee's right 
? under the warranty in event of failure of title, it is agreed that if Lessor owns an interest in the oil or gas on, in or under said land less than the entire fee simple estate, then the royalties to be paid 
Lessor shall be reduced proportionately. Should any one or more of the parties named as Lessors fail to execute this lease, it shall nevertheless be binding upon the party or parties executing the 
same. 

10. Should Lessee be prevented from complying with any express or implied covenant of this lease, from conducting drilling or reworking operations thereon or from producing oil or gas 
there from by reason of scarcity of or inability to obtain or to use equipment or material, or by operation of force majeure, any Federal or state law or any order, rule or regulation of governmental 
authority, then while so prevented, Lessee's obligation to comply with such covenant shall be suspended, and Lessee shall not be liable in damages for failure to comply therewith; and this lease 
shall be extended while and so long as Lessee is prevented by any such cause from conducting drilling or reworking operations on or from producing oil or gas from the leased premises; and the r while Lessee is so prevented shail not be counted against Lessee, anything in this lease to the contrary notwithstanding. 

A r t i c l e s 11 through 12 of this , O i l and Gas Lease are included i n Exhibi t A. 
IN WITKfiSSWhEREOF, this insrtSment iseK&uyd on Ĵedate first above written. 
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EXHIBIT A 
Exhibit A to that certain Oil and Gas Lease covering T25S R26E, Sec 17, NW4NE4, E2E2, Eddy County, 
New Mexico. 

11. Subject to the right of election reserved to Lessor to take its share of production in kind, the royalties 
to be paid by Lessee are twenty-five percent (25%) of eight-eighths (8/8ths) of: (a) the greater of the 
market value at the well or the amount realized from the sale of oil and liquid petroleum products 
recovered at the well and (b) the market value of gas produced from the Leased Premises determined as 
follows: (i) at the well for gas sold at the well, (ii) at the point of sale for gas sold or used off the Leased 
Premises or (iii) on gas delivered to a processing plant, the market value at the tailgate of the plant to which 
the gas is delivered, plus the market value of the products recovered when such gas is processed; provided 
that on oil, gas and related hydrocarbons, the royalty shall never be less than twenty-five percent (25%) of 
the gross amount realized by Lessee from such sale. Royalty is to be paid on all payments received by Lessee 
under or as a result of a gas purchase contract, including, but not limited to reservation charges and, subject 
to credit to Lessee when gas for which payment has been made earlier is eventually produced, take-or-pay 
or contract settlement proceeds and amounts paid for gas not taken. Lessee shall have free use of oil and gas 
from said land for operations on the Leased Premises, and the royalty on oil and gas shall be computed after 
deducting any production so used. The royalties payable under this Lease shall be free and clear of costs or 
deductions for exploration, drilling, development, and production, including but not limited to, costs of 
marketing, dehydration, storage, compression, separation by mechanical means and stabilization ofthe 
hydrocarbons. 

If there is a gas well on the Leased Premises or on land pooled therewith capable of producing in 
paying quantities, but from which gas is not being sold, and in the absence of oil or other production from 
the Leased Premises or on land pooled therewith sufficient to maintain this Lease in full force and effect, 
this Lease shall be extended for a period of ninety (90) days from the date such well is or was shut-in, 
whereupon this Lease shall terminate unless Lessee shall pay to Lessor as royalty, a sum equal to Five 
Dollars ($5.00) per net acre covered by this Lease which payment shall be made to Lessor at P.O. Box 58, 
Abilene, Texas 79604, on or before the ninetieth (90*) day from and after the date on which such well is or 
was shut-in, and annually thereafter a similar payment may be made on or before the anniversary date on 
which such well was shut-in. If such payment, or payments, are timely made, it shall be considered that gas 
is being produced in paying quantities from the Leased Premises under all the terms and provisions of this 
Lease (but only for so long as the well continues to be capable of producing in paying quantities); however, 
this Lease may not be maintained by shut-in payments more than two (2) (cumulative) years after the end of 
the primary term. Lessee shall be obligated to use diligence to market gas capable of being produced in 
paying quantities from a shut-in well. 

12. Notwithstanding any other provisions hereof at the end of the primary term, all acreage not included 
in a proration unit as designated by the New Mexico Oil Conservation Division and all depths 100 feet 
below the deepest producing horizon shall be automatically eliminated from tbis Lease and revert to Lessor, 
unless Lessee is drilling a well on the leased premises or on lands pooled therewith, in which event the 
Lease will be held in its entirety as long as not more than one hundred twenty (120) days elapse between 
the completion of one well and commencement of another. "Completion" shall be defined as (1) the date 
on which a dry hole is plugged or (2) the date certified to the New Mexico Oil Conservation Division as the 
date a well has been completed as a producing well, whichever be appropriate. "Commencement" shall be 
defined as the date drilling operations are commenced on the Leased premises or on lands pooled 
therewith. 

i 



Tom and J.B.: 
Chuck asked me to send this lease to each of you. Please review the first paragraph of Item 11 
under Exhibit A to see if we can live with this clause. Tom, please give your opinion and send to 
J.B. in marketing. J.B., please give your opinion and return Tuesday if possible, to Susan Vierra 
in the Land Dept. Thank you, Shirley 



Susan, 
The revenue disnibutT(m ^ 
p^a^pkxSflXSTrrfi. I am confused as to whether gas royalties are based 
on gross proceeds or not. The last sentence in the first paragraph of item 11 
does not exclude transportation or processing deductions. Also paragraph 4 
allows the same deductions as royalties due the United States. However 
item 11 also states ".. .royalty shall never be less than twenty-five percent of 
the gross amount realized by Lessee...". Please interpret for me.. .thanks, 
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EXECUTIVE V I C E PRESIDENT 
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SECRETARY 

D E N N I S G. K I N S E Y 
TREASURER 

November 5, 2004 

Brett Guitar Witherspoon 
P 0 Box 100635 
Fort Worth, TX 76185 

RE: Oil & Gas Lease 
Township 25 South. Range 26 East. NMPM 
Section 17: NW/4NE/4, E/2E/2 
Containing 200.00 acres, more or less 
Eddy County, New Mexico 

Mr. Witherspoon: 

Pursuant to our previous telephone conversation and in reference to letter dated September 23, 2004 from Shirey Pruitt, concerning 
the renewal of your minerals in the above captioned acreage, the following items are unacceptable to Yates management. 

Yates Petroleum Corporation, etal had accepted lease terms as negotiated containing: 
1) Standard Yates Petroleum Corporation lease form: 342P, Paid-up 

Three (3) year term 
VA royalty 
$100.00 net acre bonus consideration 

2) Two year shut-in (two consecutive years) 
3) Pugh clause, at the end of the primary term, acreage not included within prorated spacing unit would expire, 

And minerals rights below the deepest producing horizon would expire. 
4) Royalty shall be delivered free of all costs of transportation, compression, processing, 

Treatment, purification, dehydration, separation, stabilization, manufacturing, measuring, or marketing. 

Your counter offer was unacceptable because: 
1) A one-year shut-in (as proposed by Marilyn Galusha) was unacceptable with Yates Petroleum Corporation management. 
2) A two-year cumulative shut-in was unacceptable. 
3) Language concerning Royalty payments was unacceptable (please refer to letter dated September 23, 2004). 

Land Technician, Shirley Pruitt has tried for several months to negotiate and resolve the lease requirements of the Guitar family 
members in a manner that would also be acceptable with the management of Yates Petroleum Corporation. In your case, lease 
negotiations began on March 9, 2004 and as of November 2004 a compromise has not been reached. 

Should you wish to further pursue the renewal of your lease or if you should have any questions, I can be reached at 505-748-4400. 

Very truly yours, 

YATES PETROLEUM CORPORATION 

Susan Vierra 
Associate Landman 

/sv 
Enclosure^) 
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CORPORATION P E Y T O N Y A T E S 
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R A N D Y G. P A T T E R S O N 
SECRETARY 

D E N N I S G. K i N S E Y 
TREASURER 

S. P. Y A T E S 
CHAIRMAN OF THE BOARD 

J O H N A . Y A T E S 
PRESIDENT 

105 SOUTH FOURTH STREET 

ARTESIA, NEW MEXICO 88210-2118 

TELEPHONE (505) 748-1471 

September 23, 2004 

Brett Guitar Witherspoon 
P. O. Box 100635 
Fort Worth, TX 76185 

Re: Oil& Gas Lease 
Township 25 South, Range 26 East, NMPM 
Section 17: NW/4NE/4, E/2E72 
Containing 200 acres, more or less 
Eddy County, New Mexico 

Mr. Witherspoon: 
Pursuant to our telephone conversation of September 3, 2004, Yates Petroleum Corporation 
would like to work with you to compile a lease form acceptable to the Guitar family members and 
our corporation. 

Our objection to the counter-offer of Marilyn Galusha is the one-year shut-in. The current lease 
form provides for a two-year shut-in and amending to one-year is not reasonable. This is a 
wildcat area and there is no existing infrastructure. If we decide to drill, it could easily take over 
one year just to get pipeline in to the area. 

Concerning James Alexander's counter-offer, we have reviewed amended Paragraph 11 to 
Exhibit A and discussed it with the other two departments affected, accounting and marketing. 
The first paragraph in Paragraph 11 appears to be ambiguous and contradictory to other 
paragraphs in the lease. Paragraph 4 allows the same deductions as royalties due the United 
States. However, item 11 also states "royalty shall never be less than twenty-five percent of the 
gross amount realized by Lessee...." The language is confusing and needs clarification. For 
your information, the Yates believe in paying royalty owners on the same basis as they get paid. 
As to the second paragraph of Paragraph 11, we will agree to $5.00 per net acre shut-in. 
However, we will require amending "this Lease may not be maintained by shut-in payments more 
than two (2) (cumulative) years" to consecutive years. Please consider striking the last 
sentence of Item 11. In Item 12, we request amending from "below the deepest producing 
horizon" to "below the deepest depth drilled". We believe it is fair to let us keep all the formations 
we drill and then determine the most viable order to produce the well. 

May we hear from you soon concerning this matter? If you have questions, please call me 
at (505) 748-4356. 

Very truly yours, 
YATES PETROLEUM CORPORATION 

/s 



PETROLEUM 
CDRPDRHTIDN 

105 South Fourth Street 
Artesia, NM 88210 

November 10, 2004 

Working Interest Owners 
Addressee List Attached 

CERTIFIED MAIL 
RETURN RECEIPT REQUESTED 

RE: Guitar BFL Com #1 well 
Township 25 South, Ranae 26 East. NMPM 
Section 17: 990' FNL & 1980'FEL 
Eddy County, New Mexico 

Ladies and Gentlemen: 

Yates Petroleum Corporation, as operator, proposes to drill the captioned well pursuant to the 
prognosis on the Authority for Expenditure (AFE) and invites you to participate. 

Enclosed, please find two (2) copies of an AFE and one (1) copy of the Joint Operating 
Agreement (JOA) with one (1) additional signature page, covering the N/2 of Section 17. 

If the AFE and JOA meet with your approval, please sign and return one (1) executed copy of 
the AFE and the executed and notarized signature page of the JOA to our office. 

This well is on an accelerated scheduling and we request your immediate attention. 

Should you have any questions, please do not hesitate contacting me at 505-748-4400. 

Thank you. 

Very truly yours, 

YATES PETROLEUM CORPORATION 

Susan Vierra 
Associate Landman 

SV/am 
Enclosure (s) 



GUITAR BFL COM #1 
ADDRESSEE LIST 

Yates Petroleum Corporation, et al 
Attn: Susan Vierra 
105 South Fourth Street 
Artesia, NM 88210 

Murchison Oil & Gas, Inc. 
1100 Mira Vista Blvd. 
Piano, TX 75093-4698 

Anita Grissom Guitat££, 
P.O. box 744 
Abilene, TX 79605 

James M. & Jerri Alexander OU 
P.O. Box 58 
Abilene, TX 79604 

Martha Jane Alexander Rhodes 
P.O. Box 58 
Abilene, TX 79604 

James Kelly Polk^C-
12 Augusta 
Abilene, TX 79604 

Janis Lee Polk Harbour 
4400 Arcady 
Dallas, TX 75202 

Pressley Hudson Guitar QP 
P.O. box 5383 
Abilene, TX 79608-5383 

Brett Guitar Witherspoon (^cV 
P.O. Box 100635 
Fort Worth, TX 76185 

Whitten Guitar Witherspoon 
3833 Arroyo Road 
Fort Worth, TX 76109 

Jeri Alexander Lott 
9102 Vicksburg Ave., #17 
Lubbock, TX 79356 

Ruth Ann Polk Caudle 
5616 Preston Fairway 
Dallas, TX 75252 

Marilyn Guitar Galusha 
P.O. Box 1438 
Abilene, TX 79604 

John Guitar Witherspoon, Jr. 
7404 Lemonwood Drive 
Fort Worth, TX 76133-7012 

Wende Witherspoon Morgan 
1720 Southwicke 
Flower Mound, TX 75022 

Kelly Woods Leach 
312 Greatview Circle 
Birmingham, AL 35226-2320 



11-8-04 

PETROLEUM 
CDRPDRHTIDN 

AUTHORITY FOR EXPENDITURE 
NEW DRILLING, RECOMPLETION & RE-ENTRY 

AFE Type: 

105 SOUTH FOURTH STREET 

ARTESIA, NEW MEXICO88210 
TELEPHONE ( 5 0 5 ) 748-1471 

X New Drilling 
Recompletion 
Re-entry 

Well Objective: Well Type: 

X Oil 
X Gas 

Injector 

X Development 
Exploratory 

AFE NO. 
AFE DATE 

AFE STATUS: 
Original 
Revised 
Final 
Supplemental 

LEASE NAME Guitar BFL Com. #1 PROJ'D DEPTH 12,000" 
COUNTY Eddy STATE New Mexico 
FIELD HORIZON Morrow 
LOCATION Section 17 T25S-R26E, 990' N & 1980' E 

DIVISION CODE 
DISTRICT CODE 
BRANCH CODE 

100 DIVISION NAME 
DISTRICT NAME 
BRANCH NAME 

Oil & Gas Division 

PROGNOSIS: New well drilled to 12,000' to test all formations 

INTANGIBLE DRILLING COSTS: DRY HOLE COMP'D WELL 
920-100 Staking, Permit & Legal Fees 3,000 3,000 

920-110 Location, Right-of-Way 35,000 35,000 

920-120 Drilling, Footage 
920-130 Drilling, Daywork & fuel 50 days @ $11,300/day + S45K for mob 647,000 647,000 
920-140 Drilling Water, Fasline Rental 35,000 35,000 
920-150 Drilling Mud & Additives 45,000 45,000 
920-160 Mud Logging Unit, Sample Bags 30,000 30,000 
920-170 Cementing - Surface Casing & deep intermediate 75,000 75,000 
920-180 Drill Stem Testing, OHT 
920-190 Electric Logs & Tape Copies 60,000 60,000 
920-200 Tools & Equip. Rntl., Trkg. & Welding 125,000 125,000 
920-205 Control of Well-Insurance 5,000 5,000 
920-210 Supervision & Overhead 50,000 50,000 
920-230 Coring, Tools & Service 
920-240 Bits, Tool & Supplies Purchase 80,000 80,000 
920-350 Cementing - Production Casing 40,000 
920-410 Completion Unit - Swabbing 30,000 
920-420 Water for Completion 5,000 
920-430 Mud & Additives for Completion 1,000 
920-440 Cementing - Completion 
920-450 Elec. Logs, Testing, Etc. - Completion 20,000 
920-460 Tools & Equip. Rental, Etc. - Completion 50,000 
920-470 Stimulation for Completion 100,000 
920-480 Supervision & O/H - Completion 1,500 
920-490 Additional LOC Charges - Completion 10,000 
920-510 Bits, Tools & Supplies - Completion 1,500 
920-500 Contingency for Completion 

TOTAL INTANGIBLE DRILLING COSTS 1,190,000 1,449,000 

TANGIBLE EQUIPMENT COSTS: 
930-010 Christmas Tree & Wellhead 5,000 30,000 
930-020 Casing 13 3/8" @ 400" 11,000 11,000 

9 5/8" @ 1,800' 27,000 27,000 
7" @ 8,600' 108,000 108,000 
41/2" 12,000' 85,500 

930-030 Tubing 2 3/8" @ 11,800' 49,000 
930-040 Packer & Special Equipment 
940-010 Pumping Equipment 
940-020 Storage Facilities 15,000 
940-030 Separation Equip., Flowlines, Misc. 75,000 
940-040 Trucking & Construction Costs 15,000 

TOTAL TANGIBLE EQUIPMENT COSTS 151,000 415,500 

TOTAL COSTS 1,341,0001 1,864,500 

APPROVAL OF THIS AFE CONSTITUTES APPROVAL OF OPERATOR'S OPTION TO CHARGE THE JOINT ACCOUNT WITH 
TUBULAR GOODS FROM THE OPERATOR'S WAREHOUSE STOCK AT THE RATES STATED ABOVE. 

Prepared By Operations 
SV Jeremiah Mullen Approval 

VAXES J?KTKulETJk CORPORATION 

B.Y:::::::: :x:::::::::::::::::::::::::::DAT€::->:::::::::::::: 

YATES DRILLING COMPANY 

ABO PETROLEUM CORPORATION' 

BY;.;. 

I 20.551875% 

I 10.793125Z 

10.793125Z 

I 10.793125Z 



GUITAR BFL COM #1 
T25S-R26E- SECTION 17 
990' FNL & 1980' FEL 
EDDY COUNTY, NEW MEXICO 

AFE # 04-542-0 
DATE: 11/8/04 
Page 2 

SHARE 

MURCHISON OIL & GAS, INC. 

BY: ::DAtE:: 

EARL B. GUITAR, SR. & ANITA GRISSOM GUITAR, REVOCABLE LIVING TRUST, 
ANITA GRISSOM GUITAR, SOLE TRUSTEE 

BY: DATE 

JAMES M. ALEXANDER & JERRI ALEXANDER 

BY^ DATE 

8Y; DATE 

MARTHA JANE ALEXANDER RHODES 

BY: DATE 

JERI ALEXANDER LOTT 

BY; 

JAMES KELLY POLK 

BY: :;DATE:; 

RUTH ANN POLK CAUDLE 

8Y: DATE 

JANIS LEE POLK HARBOUR 

BY: DATE 

MARILYN GUITAR GALUSHA TRUST, MARILYN GUITAR GALUSHA, TRUSTEE 

PRESSLEY HUDSON GUITAR 

BY: DATE; 

JOHN GUITAR WITHERSPOON, JR. 

BY: PATE 

BRETT GUITAR WITHERSPOON 

tm ;DATE;: 

WENDE WITHERSPOON MORGAN 

BY: DATE 

WHITTEN GUITAR WITHERSPOON 

BY: DATE 

KELLY WOODS LEACH 
BY: DATE 

37.500000% 

2.343750% 

0.781250% 

0.781250% 

0.781250% 

0.781250% 

0.781250% 

0.781250% 

0.584375% 

0.584375% 

0.293750% 

0.293750% 

0.293750% 

0.293750% 

0.193750% 

TOTAL 100.000000% 
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M A R T I N Y A T E S , III 
1912-1985 

F R A N K W. Y A T E S 
1936-1986 

PETROLEUM 
CDRPDRHTIDN 

105 SOUTH FOURTH STREET 

ARTESIA, NEW MEXICO 88210-2118 

TELEPHONE (505) 748-1471 

S. P. Y A T E S 
CHAIRMAN OF T H E B O A R D 

J O H N A . Y A T E S 
PRESIDENT 

P E Y T O N Y A T E S 
EXECUTIVE VICE PRESIDENT 

R A N D Y G. P A T T E R S O N 
SECRETARY 

DENNIS Q. K I N S E Y 
TREASURER 

November 24, 2004 

Brett Guitar Witherspoon 
P 0 Box 100635 
Fort Worth, TX 76185 

RE: Oil & Gas Lease 
Township 25 South. Range 26 East. NMPM 
Section 17: NW/4NE/4, E/2E/2 
Containing 200.00 acres, more or less 
Eddy County, New Mexico 

Mr. Witherspoon: 

Enclosed please find a copy of the letter sent to you on November 5, 2004. I apologize that you have never received 
this correspondence. Also enclosed you will find a letter dated September 23, 2004 from Shirley Pruitt, which 
explains in detail the reasons Yates Petroleum Corporation could not accept your counter lease terms. 

At this point in time all previous offers have expired and further negotiations are off the table. Enclosed is our 
standard lease form. This lease, should you choose to lease your mineral interest, rather than participate in the 
drilling ofthe Guitar BFL Com #1, is non-negotiable. 

We are asking that you either return this executed lease, as is, or return the executed AFE and Operating Agreement 
signature pages to participate in the drilling ofthe Guitar BFL Com #1, in order to avoid a force-pooling situation. 

Thank you for your consideration. 

Should you have any questions, I can be reached at 505-748-4400. 

Very truly yours, 

YATES PETROLEUM CORPORATION 

Susan Vierra 
Associate Landman 

/sv 
Enclosure(s) 



Producers 88 Rev. (3 Year Lease) 5-96 (THREE YEAR PAID UP LEASE) Form 345 

YPC Revised Form OIL AND GAS LEASE Hall-Poorbaugh Press, Inc. 
Roswell, New Mexico 

THIS AGREEMENT made this 24Jj day of November 2004, and Effective November 24, 2004, between Brett Guitar Witherspoon, dealing in his sole and 

sepearate property, as Lessor (whether one or more), and YATES PETROLEUM CORPORATION-70%; YATES DRILLING COMPANY-10%, ABO PETROLEUM CORPORATTON-

10% AND SHARBRO OIL LIMITED COMPANY.-10%, as Lessee, WITNESSETH: 

1. Lessors in consideration of TenandNo/100 — - • Dollars (S 10.00 ) in 
hand paid, of tbe royalties herein provided and of the agreements of Lessee herein contained, hereby grants, leases and lets exclusively unto Lessee for tbe purpose of investigating, exploring, 
prospecting, drilling and mining for and producing oil and gas, laying pipe lines, building roads, tanks, power stations, telephone lines and other structures thereon and on, over and across lands owned 
or claimed by Lessor adjacent and contiguous thereto, to produce, save, take care of, treat, transport, and own said products, and housing its employees, the following described land in 
Eddv County, New Mexico to-wit: 

Township 25 South. Range 26 East NMPM 
Section 17: NW/4NE/4, E/2E/2 
Containing 200.00 acres, more or less 

2. Without reference to the commencement, prosecution or cessation at any tune of drilling or other development operations and/or to the discovery, development or cessation at any time of 
producdon of oil or gas and without further payments than the royalties herein provided, and notwithstanding anything else herein contained to the contrary, this lease shall be for a term of three years 
from this date (called "primary term") and as long thereafter as oil or gas is produced from said land or land with which said land is pooled hereunder. 

3. The royalties to be paid by Lessee are: (a) on oil, 1/4 of that produced and saved from said land, the same to be delivered at the wells or to die credit of Lessor into the pipe line to which the 
wells may be connected; Lessee may from time to time purchase any royalty oil in its possession, paying fhe market price therefore prevailing for the field where produced on the date of purchase; (b) 
on gas, including casinghead gas or other gaseous substance, produced from said land, and sold, or used off the premises or for the extraction of gasoline or other product there from, the market value 
at the well of 1/4 of the gas so sold or used, provided that on gas sold at the weUs the royalty shall be 1/4 of the amount realized from such sale; while there is a gas well on this lease or on 
acreage pooled therewith but gas is not being sold or used, Lessee may pay or tender as royalty, on or before ninety (90) days after the date on which said well is shut in and thereafter at annual 
intervals the sum of $1.00 per acre, and if such payment is made or tendered, this lease shall not terminate and it will be considered that gas is being produced from this lease in paying quantities. 
Payment or tender of said shut-in gas royalty may be made by check or draft of Lessee mailed or delivered to tbe parties entitled thereto on or before the date said payment is due. Lessee shall have 
free use of oil, gas, coal and water from said land, except water from Lessor's wells, for all operations hereunder, and the royalty on oil and gas shall be computed after deducting any so used. 

4. Lessee, at its option, is hereby given the right and power to pool or combine the acreage covered by this lease, or any portion thereof as to oil and gas, or either of them, with other land, lease 
or leases in fhe immediate vicinity (hereof to fhe extent, hereinafter stipulated, when in Lessee's judgment it is necessary or advisable to do so in order properly to explore, or to develop and operate 
said leased premises in compliance with the spacing rules of the New Mexico Oil Conservation Commission, or other lawful authority or when to do so would, in the judgment of Lessee, promote fhe 
conservation of oil and gas in and under and that may be produced from said premises. Units pooled for ofl hereunder shaU not substantially exceed 40 acres each in area, and units pooled for gas 
hereunder shall not substantially exceed in area 640 acres each plus a tolerance of 10% thereof, provided that should governmental authority having jurisdiction prescribe or permit the creation of units 
larger than those specified, units thereafter created may conform substantially in size with those prescribed by governmental regulations. Lessee under the provisions hereof may pool or combine 
acreage covered by this lease, or any portion thereof as above provided as to oil in any one or more strata and as to gas in any one or more strata. Tlie units formed by pooling as to any stratum or 
strata need not conform in size or area with the unit or units into which the lease is pooled or combined as to any other stratum or strata, and oil units need not conform as to area with gas units. The 
pooling in one or more instances shall not exhaust the rights of the Lessee hereunder to pool this lease or portions thereof into other units. Lessee shall file for record in the appropriate records of the 
county in which the leased premises are situated an instrument describing and designating the pooled acreage as a pooled unit Lessee may at its election exercise its pooling option after commencing 
operations for or completing an oil or gas well on the leased premises, and the pooled unit may include, but it is not required to include, land or leases upon which a well capable of producing oil or gas 
in paying quantities has theretofore been completed or upon which operations for the drilling of a well for oil or gas have theretofore been commenced. Operations for drilling on or production of oil or 
gas from any part of fhe pooled unit which includes all or a portion of the land covered by this lease regardless of whether such operations for drilling were commenced or such production was secured 
before or after the execution of this instrument or tbe instrument designating the pooled unit, shall be considered as operations for drilling on or production of oil and gas from land covered by this lease 
whether or not tbe well or wells be located on fhe premises covered by this lease, and the entire acreage constituting such unit or units, as to oil and gas, or either of them, as herein provided, shall be 
treated for all purposes, except the payment of royalties on production from the pooled unit, as if fhe same were included in this lease. For the purpose of computing fhe royalties to which owners of 
royalties and payments out of production and each of mem, shall be entitled on production of oil and gas, or either of them, from fhe pooled unit, there shall be allocated to the land covered by mis 
lease and included in said unit a pro rata portion of the oil and gas, or either of them, produced from fhe pooled unit after deducting that used for operations on the pooled units. Such allocation shall be 
on acreage basis-that is to say, there shall be allocated to the acreage covered by this lease and included in the pooled unit that pro rata portion ofthe ofl and gas, or either of them, produced from the 
pooled unit which the number of surface acres covered by this lease and included in fhe pooled unit bears to fhe total number of surface acres included in the pooled unit Royalties hereunder shall be 
computed on the portion of such production, whether it be oil and gas, or either of them, so allocated to the land covered by this lease and included in the unit just as though such production were from 
such land. The production from an oil well will be considered production from the lease or oil pooled unit from which it is producing and not as production from a gas pooled unit; and production from 
a gas well will be considered as production from the lease or gas pooled unit from which it is producing and not from an ofl pooled unit In addition to fhe foregoing, Lessee at its option is hereby given 
the right and power from time to time to commit said land or any part or formation or mineral substance covered hereby to any cooperative or unit agreement or plan of development and operation, and 
to any modifications thereof, which have been approved by the New Mexico Ofl Conservation Commission or other lawful governmental authority. In such event, fhe royalty payable to Lessor 
hereunder shall be computed and paid on the basis of the oil or gas allocated to such land under the terms of any such agreement or plan of operation, which basis shall be the same by which fhe 
royalty due the United States or the State of New Mexico is computed and paid. This lease shall not expire during fhe life of such agreement or plan and shall be subject to the terms thereof and said 
agreement or plan of operation shall be filed with the New Mexico Oil Conservation Commission, or other lawful authority, and Lessee shall record in the county in which tbe leased premises are 
situated, an instrument describing such agreement or plan of operation and reflecting fhe commitment thereto, and the same may be recorded either before or after the completion of wells. 

5. If at tbe expiration of the primary term oil or gas is not being produced on said land, or from land pooled therewith, but Lessee is then engaged in drilling or reworking operations thereon, or 
shall have completed a dry hole thereon within 60 days prior to fhe end of fhe primary terms, the tease shall remain in force so long as operations on said well or for drilling or reworking of any 
additional well are prosecuted with no cessation of more than 60 consecutive days, and if they result in the production of oil or gas so long thereafter as ofl or gas is produced from said land, or from 
land pooled therewith. If after the expiration of fhe primary term of this lease and after oil or gas is produced from said land, or from land pooled therewith, fhe production thereof should cease from 
any cause, tins lease shall not terminate if Lessee commences operations for drilling or reworking within 60 days after fhe cessation of such production, but shall remain in force and effect so long as 
such operations are prosecuted with no cessation of more than 60 consecutive days, and if they result in fhe production of oil and gss, so long thereafter as oil or gas is produced from said land, or from 
land pooled therewith. Any pooled unit designated by Lessee in accordance with the terms hereof, may be dissolved by Lessee by instrument filed for record in the appropriate records ofthe county in 
which fhe leased premises are situated at any time after fhe completion of a dry hole or the cessation of production on said unit In fhe event a well or weUs producing oil or gas in paying quantities 
should be brought in on adjacent land and within 660 feet of and draining the lease premises, or land pooled therewith. Lessee agrees to drill such offset well or wells as a reasonably prudent operator 
would drill under fhe same or similar circumstances. Lessee may at any time execute and deliver to Lessor or place of record a release or releases covering any portion or portions of the above 
described premises and thereby surrender this lease as to such portion or portions and be relieved or all obligations as to the acreage surrendered. 

6. Lessee shall have the right at any time during or after the expiration of this lease to remove all property and fixtures placed by Lessee on said land, including the right to draw and remove all 
casing. When required by Lessor, Lessee will bury all pipelines below ordinary plow depth, and no well shall be drilled within two hundred feet of any residence or bam now on said land without 
Lessor's consent 

7. The rights of either party hereunder may be assigned in whole or in part, and the provisions hereof shall extend to their heirs, successors and assigns but no change or division in ownership of 
fhe land or royalties, however accomplished, shall operate to enlarge fhe obligations or diminish the rights of Lessee; and no change or division in such ownership shall be binding on Lessee until thirty 
(30) days after Lessee shall have been furnished by registered U.S. mail at Lessee's principal place of business with a certified copy of recorded instrument or instruments evidencing same. In the event 
of assignment hereof in whole or in part liability for breach of any obligation hereunder shall rest exclusively upon the owner of this lease or of a portion thereof who commits such breach. If six or 
more parties become entitled to royalty hereunder, Lessee may withhold payment thereof unless and until furnished with a recordable instrument executed by all such parties designating an agent to 
receive payment for all. 

8. The breach by Lessee of any obligation arising hereunder shall not work a forfeiture or termination of this lease nor cause a termination or revision of the estate created hereby nor be grounds 
for cancellation hereof in whole or in part In the event Lessor considers that operations are not at any time being conducted in compliance with this lease, Lessor shall notify Lessee in writing of the 
facts relied upon as constituting a breach hereof, and Lessee, if in default, shall have sixty days after receipt of such notice in winch to commence fhe compliance with fhe obligations imposed by virtue 
of this instrument After the discovery of ofl or gas in paying quantities on said premises, Lessee shall develop the acreage retained hereunder as a reasonably prudent operator but in discharging this 
obligation it shall in no event by required to drill more than one well per forty (40) acres of the area retained hereunder and capable of producing oil in paying quantities and one well per 640 acres plus 
an acreage tolerance not to exceed 10% of640 acres ofthe area retained hereunder and capable of producing gas in paying quantities. 

9. Lessor hereby warrants and agrees to defend fhe tide to said land and agrees that Lessee at its option may discharge any tax, mortgage or other lien upon said land either in whole or in part, and 
in event Lessee does so, it shall be subrogated to such lien with the right to enforce same and apply royalties accruing hereunder toward satisfying same Without impairment of Lessee's right under the 
warranty in event of failure of title, it is agreed that if Lessor owns an interest in fhe oil or gas on, in or under said land less than the entire fee simple estate, then the royalties to be paid Lessor shall be 
reduced proportionately. Should any one or more of the parties named as Lessors fail to execute this lease, it shall nevertheless be binding upon the parry or parties executing the same. 

10. Should Lessee be prevented from complying with any express or implied covenant of tbis lease, from conducting drilling or reworking operations thereon or from producing oil or gas there 
from by reason of scarcity of or inability to obtain or to use equipment or material, or by operation of force majeure, any Federal or state law or any order, rule or regulation of governmental authority, 
then while so prevented, Lessee's obligation to comply with such covenant shall be suspended, and Lessee shall not be liable in damages for failure to comply therewith; and this tease shall be 
extended while and so long as Lessee is prevented by any such cause from conducting drilling or reworking operations on or from producing oil or gas from fhe leased premises; and fhe time while 
Lessee is so prevented shall not be counted against Lessee, anything in this lease to the contrary notwithstanding. 

IN WITNESS WHEREOF, this instrument is executed on the date first above written. 

Brett Guitar Witherspoon 



INDIVIDUAL ACKNOWLEDGMENT 

STATE OF 

COUNTY OF 
)ss 

J 

This instrument was acknowledged before me this_ 
by Brett Guitar Witherspoon 

. day of_ ,2003, 

My commission expires. 
Notary Public 

ACKNOWLEDGMENT 

STATE OF 

COUNTY OF 

This instrument was acknowledged before me this_ 

by 

. day of, 

.as 
2003. 

ofthe 

My commission expires. 
Notary Public 

INDIVIDUAL ACKNOWLEDGMENT 

STATE OF 

COUNTY OF 

This instrument was acknowledged before me this_ 

By 
day of 2003. 

My commission expires. 
Notary Public 
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oo 
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o 

Q 

CQ 

Susan Vierra 
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Guitar BFL Com #1 
Township 25 South, Range 26 East, NMPM 
Section 17: N/2 
Eddy County, New Mexico 

Mineral Owner: 

Net Acres in N/2 Spacing Unit 0.9375 
Percent Working Interest in Unit 0.292969% 
Previous Lease dated: 11/1/01 
Expiration: 10/31/04 

Lease Renewal and Correspondence Timeline 

Wende Guitar Witherspoon Morgan 
1720 Southwicke 
Flower Mount, TX 75022 

5/7/04 Offer letter sent to renew previous lease: 
Terms: 3-year term 

$100.00 bonus/acre 
1/4 royalty 

11/1/04 No response from Ms. Morgan - lease expired. 

11/10/04 Sent AFE to participate in the drilling of the Guitar BFL Com #1. 

11 /17/04 Received certified receipt of sent AFE. 

11/30/04 Final offer sent: 
Option 1: Sign AFE to participate in drilling of well 
Option 2: Enclosed Yates lease form (no modifications) 

3-year term 
$100.00 bonus/acre 
1/4 royalty 

12/6/04 Received certified receipt of final offer letter. 

BEFORE THE OIL CONSERVATION DIVISION 
Santa Fe, New Mexico 

Case No. 13398 Exhibit 3-I 
Submitted by: 

Yates Petroleum Corporation 
Hearing Date: January 6. 2005 



105 South Fourth Street 
Artesia, NM 88210 

505-748-1471 
FAX 505-748-4572 

May 11,2004 

Wende Witherspoon Morgan 
1720 Southwicke 
Flower Mount, TX 75022 

Re: Oil & Gas Lease 
Township 25 South. Range 26 East. NMPM 
Section 17: NW/4NE/4, E/2E/2 
Containing 200 acres, more or less 
Eddy County, New Mexico 

Ms. Morgan: 

Pursuant to my telephone conversation on May 7, 2004 with Mr. Brett Guitar Witherspoon, enclosed 
please find two (2) copies of Oil and Gas Lease Form 342P. If the enclosed meets with your approval, 
please execute the lease before a notary public and return to this office. Upon receipt of the properly 
executed and notarized lease, we will issue a direct check to you in the amount of $156.26 as full 
bonus payment of $100.00 per acre for the 1.5626 net mineral acres owned by you. 

If you have any questions, please call me at (505) 748-4356. Thank you. 

Very truly yours, 

YATES PETROLEUM CORPORATION 

Shirley Pruitt / 
Land Technician 

/sp 
Enclosure(s) 



Producer'sJ38-Producer*s Revised 1994 New Mt^,. Form 342P, Paid-up 
N.M. • 

P.^-d and for sale by Hall-Poorbaugh Press, Roswell, 

OIL & GAS LEASE 

THIS AGREEMENT made this 11th day of May. 2004. but effective November 1. 2004 between Wende Witherspoon Morgan, dealing in her sole and separate 
property, as Lessor (whether one or more), and YATES PETROLEUM CORPORATION-70%S YATES DRILLING COMPANY-10%, ABO PETROLEUM CORPORATION-10% and 
MYCO INDUSTRIES, INC-10%, as Lessee. 

1 Lessor In consideration of TEN AND OTHER DOLLARS in hand paid, receipt of which is here acknowledged, and of the royalties herein provided and of the agreements of the lessee 
herein contained, hereby grants, leases and lets exclusively unto lessee for the purpose of investigating, exploring, prospecting, drilling, and operating for and producing oil and gas. injecting gas, 
waters, other fluids, and air into subsurface strata laying pipelines, storing oil, building tanks, roadways, telephone lines, and other structures and things thereon to produce, save, take care of, treat, 
process, store and transport said minerals, the following described land in Eddy County, New Mexico, to-wit: 

Township 25 South. Range 26 East. N.M.P.M. 
Section 17: NW/4NE/4, E/2E/2 

Said land is estimated to comprise 200.00 acres, whether it actually comprises more or less. 

2. Subject to the other provisions herein contained, this lease shall remain in force for a term of Three years from this date (called "primary term") and as long thereafter 
as oil or gas is produced from said land or from land with which said land is pooled. 

3. The royalties to be paid by lessee are: (a) on oil, and other liquid hydrocarbons saved at the well, 1/4J] of that produced and saved from said land, same to be 
delivered at the wells or to the credit of lessor in the pipeline to which the wells may be connected; (b) on gas, including casinghead gas or other gaseous substance 

produced from said land and used off the premises or used in the manufacture of gasoline or other products, the market value at the well of l/4th ofthe gas used, 

provided that on gas sold on or off the premises, the royalties shall be UM ofthe amount realized from such sale; (c) and at any time when this lease is 
not validated by other provisions hereof and there is a gas and/or condensate well on said land, or land pooled therewith, but gas or condensate is not being so sold or used and such well is shut in, 
either before or after production therefrom, then on or before 90 days after said well is shut in, and thereafter at annual intervals, lessee may pay or tender an advance shut-in royalty equal to $ 1.00 
per net acre of lessor's gas acreage then held under this lease by the party making such payment or tender, and so long as said shut-in royalty is paid or tendered, this lease shall not terminate and it 
shall be considered under all clauses hereof that gas is being produced from the leased premises in paying quantities. Each such payment shall be paid or tendered to the party or parties who at the 
time of such payment would be entitled to receive the royalties which would be paid under diis lease if the well were in fact producing. The payment or tender of royalties and shut-in royalties may 
be made by check or draft. Any timely payment or tender of shut-in royalty which is made in a bona fide attempt to make proper payment, but which is erroneous in whole or in part as to parties or 
amounts, shall nevertheless be sufficient to prevent termination of diis lease in the same manner as though a proper payment had been made if lessee shall correct such error within 30 days after 
lessee has received written notice thereof by certified mail from the party or parties entitled to receive payment together with such written instruments (or certified copies thereof) as are necessary to 
enable lessee to make proper payment. The amount realized from the sale of gas on or off the premises shall be the price established by the gas sales contract entered into in good faith by lessee and 
gas purchaser for such term and under such conditions as are customary in the industry. "Price" shall mean the net amount received by lessee after giving effect to applicable regulatory orders and 
after application of any applicable price adjustments specified in such contract or regulatory orders, ln the event leoaee oompreoaeo, troata, purifieo, or dehydrate) auoh gao (whether on or off the 
leased premises) or transports gao off tho leaped premises, leooeo in oomputing royalty hereunder may doduot from ouoh prioo a reaoonnblo ohnrge for enoh of suoh funotions performed. 

4. This is a paid-up lease and lessee shall not be obligated during the primary term hereof to commence or continue any operations of whatsoever character or to make any payments hereunder 
in order to maintain this lease in force during the primary term; however, this provision is not intended to relieve lesee of the obligation to pay royalties on actual production pursuant to the 
provisions or Paragraph 3 hereof. 

5. Lessee is hereby granted the right and power, from time to time, to pool or combine this lease, the land covered by it or any part or horizon thereof with any other land, leases, mineral 
estates or parts thereof for the production of oil or gas. Units pooled hereunder shall not exceed the standard proration unit fixed by law or by fhe Oil Conservation Division of the Energy and 
Minerals Department of the State of New Mexico or by any other lawful authority for the pool or area in which said land is situated, plus a tolerance of ten percent. Lessee shall file written unit 
designations in the county in which the premises are located and such units may be designated from time to time and either before or after the completion of wells. Drilling operations on or 
production from any part of any such unit shall be considered for all purposes, except the payment of royalty, as operations conducted upon or production from the land described in this lease. There 
shall be allocated to the land covered by this lease included in any such unit that portion ofthe total production of pooled minerals from wells in the unit, after deducting any used in lease or unit 
operations, which the net oil or gas acreage in the land covered by this lease included in the unit bears to the total number of surface acres in the unit. The production so allocated shall be considered 
for all purposes, including the payment or delivery of royalty, to be the entire production of pooled minerals from the portion of said land covered hereby and included in said unit in the same 
manner as though produced from said land under the terms of this lease. Any pooled unit designated by lessee, as provided herein, may be dissolved by lessee by recording an appropriate instrument 
in the County where the land is situated at any time after the completion of a dry hole or the cessation of production on said unit. 

6. If at the expiration of the primary term there is no well upon said land capable of producing oil or gas, but lessee has commenced operations for drilling or reworking thereon, this lease 
shall remain In force so long as operations are prosecuted with no cessation of more than 60 consecutive days, whether such operations be on the same well or on a different or additional well or 
wells, and if they result in the production of oil or gas, so long thereafter as oil or gas is produced from said land. If, after the expiration ofthe primary term, all wells upon said land should become 
incapable of producing for any cause, this lease shall not terminate if lessee commences operations for additional drilling or for reworking within 60 days thereafter. If any drilling, additional 
drilling or reworking operations hereunder result in production, then this lease shall remain in full force so long thereafter as oil or gas is produced hereunder. 

7. Lessee shall have free use of oil, gas and water from said land, except water from lessor's wells and tanks, for all operations hereunder, and the royalty shall be computed after deducting 
any so used. Lessee shall have the right at any time during or after the expiration of this lease to remove all property and fixtures placed by lessee on said land, including the right to draw and 
remove all casing. When required by lessor, lessee will bury all pipe lines on cultivated lands below ordinary plow depth, and no well shall be drilled within two hundred feet (200 ft.) of any 
residence or barn now on said land without lessor's consent Lessor shall have the privilege, at his risk and expense, of using gas from any gas well on said land for stoves and inside lights in the 
principal dwelling thereon, out of any surplus gas not needed for operations hereunder. 

8. The rights of either party hereunder may be assigned in whole or in part and the provisions hereof shall extend to their heirs, executors, administrators, successors and assigns; but no 
change in the ownership ofthe land or in the ownership of, or rights to receive, royalties or shut-in royalties, however accomplished shall operate to enlarge the obligations or diminish the rights of 
lessee: and no such change or division shall be binding upon lessee for any purpose until 30 days after lessee has been furnished by certified mail at lessee's principal place of business with 
acceptable instruments or certified copies thereof constituting the chain of title from the original lessor. If any such change in ownership occurs through the death ofthe owner, lessee may, at its 
option, pay or tender any royalties or shut-in royalties in the name ofthe deceased or to his estate or to his heirs, executor or administrator until such time as lessee has been furnished with evidence 
satisfactory to lessee as to the persons entitled to such sums. An assignment of this lease in whole or in part shall, to the extent of such assignment relieve and discharge lessee of any obligations 
hereunder and , if lessee or assignee of part or parts hereof shall fail or make default in the payment of the proportionate part of royalty or shut-in royalty due from such lessee or assignee or fail to 
comply with any of the provisions of this lease, such default shall not affect this lease insofar as it covers a part of said lands upon which lessee or any assignee thereof shall properly comply or 
make such payments. 

9. Should lessee be prevented from complying with any express or implied covenant of this lease, or from conducting drilling or reworking operations hereunder, or from producing oil or gas 
hereunder by reason of scarcity or inability to obtain or use equipment or material, or by operation of force majeure, or by any Federal or state law or any order, rule or regulation of governmental 
authority, then while so prevented, lessee's duty shall be suspended, and lessee shall not be liable for failure to comply therewith; and this lease shall be extended while and so long as lessee is 
prevented by any such cause from conducting drilling or reworking operations or from producing oil or gas hereunder; and the time while lessee is so prevented shall not be counted against lessee, 
anything in this lease to the contrary notwithstanding. 

10. Lessor hereby warranto end agreea to defend the title to onid land and agrees that lessee at is option may discharge any tax, mortgage or other lien upon said land, and in the event lessee 
does so it shall be subrogated to such lien with the right to enforce same and to apply royalties and shut-in royalties payable hereunder toward satisfying same. Without impairment of lessee's rights 
under the warranty, if this lease covers a less interest in the oil or gas in all or any part of said land than the entire and undivided fee simple estate (whether lessor's interest is herein specified or not) 
then the royalties, shut-in royalty, and other payments, if any, accruing from any part as to which this lease covers less than such full interest, shall be paid only in the proportion which the interest 
therein, if any, covered by this lease, bears to the whole and undivided fee simple estate therein. Should any one or more of the parties named above as lessors fail to execute this lease, it shall 
nevertheless be binding upon the party or parties executing the same. 

11. Lessee, its or his successors, heirs and assigns, shall have the right at any time to surrender this lease, in whole or in part, to lessor or his heirs, successors and assigns by delivering or 
mailing a release thereof to the lessor, or by placing a release thereof of record in the county in which said land is situated; thereupon lessee shall be relieved from all obligations expressed or 
implied, of this agreement as to acreage so surrendered, and thereafter the shut-in royalty payable hereunder shall be reduced in the proportion that the acreage covered hereby is reduced by said 
release or releases. 

Articles 12, 13 and 14 of this Oil and Gas Lease are attached as Exhibit "A". 

Executed the day and year first above written. 

Wende Witherspoon Morgan 



Exhibit "A" 

Attached to and made a part of tbat certain Oil and Gas Lease dated May 11, 2004, by and between Wende Witherspoon 
Morgan, dealing in her sole and separate property, as Lessor, and Yates Petroleum Corporation, Yates Drilling Company, 
Abo Petroleum Corporation and Myco Industries, Inc., as lessee, covering lands in Eddy County, New Mexico. 

12. Notwithstanding anything else to the contrary herein, payment of shut-in gas well royalties will not be permitted to 
maintain this Lease in force for a period greater than two consecutive years beyond the primary term, at which time tbis 
Lease shall automatically terrninate. 

13. Notwithstanding any other provisions hereof, at the end ofthe primary term, all acreage not included in a proration 
unit as designated by the New Mexico Oil Conservation Division and all depths 100 feet below the deepest producing 
horizon shall be automatically eliminated from this Lease and revert to LESSOR, unless LESSEE is drilling a well on the 
leased premises or on lands pooled therewith, in which event the Lease will be held in its entirety as long as not more than 
one hundred twenty (120) days elapse between the completion of one well and the commencement of another. Completion 
shall be defined as (1) the date on which a dry hole is plugged or (2) the date certified to the New Mexico Oil Conservation 
Division as the date a well has been completed as a producing well, whichever be appropriate. "Commencement" shall be 
defined as the date drilling operations are commenced on the leased premises or on lands pooled therewith. 

14. As an addition to the terms hereof, it is expressly agreed that all royalty to be paid hereunder shall be delivered to 
LESSOR free of all costs of transportation, compression, processing, treatment, purification, dehydration, separation, 
stabilization, manufacturing, measuring or marketing the oil, gas or hydrocarbons covered by this lease. 



PETROLEUM 
CDRFDRRTIDN 

105 South Fourth Street 
Artesia, NM 88210 

November 10, 2004 

Working Interest Owners 
Addressee List Attached 

CERTIFIED MAIL 
RETURN RECEIPT REQUESTED 

RE: Guitar BFL Com #1 well 
TownshiD 25 South, Range 26 East, NMPM 
Section 17: 990' FNL & 1980'FEL 
Eddy County, New Mexico 

Ladies and Gentlemen: 

Yates Petroleum Corporation, as operator, proposes to drill the captioned well pursuant to the 
prognosis on the Authority for Expenditure (AFE) and invites you to participate. 

Enclosed, please find two (2) copies of an AFE and one (1) copy of the Joint Operating 
Agreement (JOA) with one (1) additional signature page, covering the N/2 of Section 17. 

If the AFE and JOA meet with your approval, please sign and return one (1) executed copy of 
the AFE and the executed and notarized signature page of the JOA to our office. 

This well is on an accelerated scheduling and we request your immediate attention. 

Should you have any questions, please do not hesitate contacting me at 505-748-4400. 

Thank you. 

Very truly yours, 

YATES PETROLEUM CORPORATION 

Susan Vierra 
Associate Landman 

SV/am 
Enclosure (s) 



GUITAR BFL COM #1 
ADDRESSEE LIST 

Yates Petroleum Corporation, et al 
Attn: Susan Vierra 
105 South Fourth Street 
Artesia, NM 88210 

Murchison Oil & Gas, Inc. 
1100 Mira Vista Blvd. 
Piano, TX 75093-4698 

Anita Grissom G u i t a r ^ , 
P.O. box 744 
Abilene, TX 79605 

James M. & Jerri Alexander 
P.O. Box 58 
Abilene, TX 79604 

OU Martha Jane Alexander Rhodes 
P.O. Box 58 
Abilene, TX 79604 

James Kelly P o l k < ^ 
12 Augusta 
Abilene, TX 79604 

Janis Lee Polk Harbour 
4400 Arcady 
Dallas, TX 75202 

Pressley Hudson Guitar 
P.O. box 5383 
Abilene, TX 79608-5383 

Brett Guitar Witherspoon Qfcs 
P.O. Box 100635 
Fort Worth, TX 76185 

Whitten Guitar Witherspoon 
3833 Arroyo Road 
Fort Worth, TX 76109 

Jeri Alexander Lott £ ^ 
9102 Vicksburg Ave., #17 
Lubbock, TX 79356 

Ruth Ann Polk Caudle 
5616 Preston Fairway 
Dallas, TX 75252 

Marilyn Guitar Galusha CU 
P.O. Box 1438 
Abilene, TX 79604 

John Guitar Witherspoon, Jr. 
7404 Lemonwood Drive 
Fort Worth, TX 76133-7012 

Wende Witherspoon Morgan 
1720 Southwicke 
Flower Mound, TX 75022 

Kelly Woods Leach 
312 Greatview Circle 
Birmingham, AL 35226-2320 



11-8-04 

kTEH 
PETROLEUM 
CDRPDRRTIDN 

AUTHORITY FOR EXPENDITURE 
NEW DRILLING, RECOMPLETION & RE-ENTRY 

AFE Type: 

105 SOUTH FOURTH STREET 

ARTESIA, NEW MEXIC088210 
TELEPHONE (505 ) 748-1471 

X New Drilling 
Recompletion 
Re-entry 

Well Objective: Well Type: 
X Oil 
X Gas 

Injector 

X Development 
Exploratory 

AFE NO. 
AFE: DATE 

AFE STATUS: 
Original 
Revised 
Final 
Supplemental 

04-542-0 

10/29/04 
AFEND (rev 6/98) 

LEASE NAME Guitar BFL Com. #1 PROJ'D DEPTH 12,000' 

COUNTY Eddy STATE New Mexico 

FIELD HORIZON Morrow 

LOCATION Section 17 T25S-R26E, 990' N & 1980* E 

DIVISION CODE 
DISTRICT CODE 
BRANCH CODE 

100 DIVISION NAME 
DISTRICT NAME 
BRANCH NAME 

Oil & Gas Division 

PROGNOSIS: New well drilled to 12,000' to test ail formations 

INTANGIBLE 
920-100 
920-110 
920-120 
920-130 
920-140 
920-150 
920-160 
920-170 
920-180 
920-190 
920-200 
920-205 
920-210 
920-230 
920-240 
920-350 
920-410 
920-420 
920-430 
920-440 
920-450 
920-460 
920-470 
920-480 
920-490 
920-510 
920-500 

DRILLING COSTS: 
Staking, Permit & Legal Fees 
Location, Right-of-Way 
Drilling, Footage 
Drilling, Daywork & "fuel*" " " 50'days @ $1 V300/day + $45Kfor mob 
Drilling Water, Fasline Rental 
Drilling Mud & Additives 
Mud Logging Unit, Sample Bags 
Cementing - Surface Casing & ffeep jpte_rTriecliate_ 
Drill Stem Testing, OHT 
Electric Logs & Tape Copies 
Tools & Equip. Rntl., Trkg. & Welding 
Control of Well-Insurance 
Supervision & Overhead 
Coring, Tools & Service 
Bits, Tool & Supplies Purchase 
Cementing - Production Casing 
Completion Unit - Swabbing 
Water for Completion 
Mud & Additives for Completion 
Cementing - Completion 
Elec. Logs, Testing, Etc. - Completion 
Tools & Equip. Rental, Etc. - Completion 
Stimulation for Completion 
Supervision & O/H - Completion 
Additional LOC Charges - Completion 
Bits, Tools & Supplies - Completion 
Contingency for Completion 

DRY HOLE COMP'D WELL 
3,000 3,000 

35,000 35,000 

647,000 647,000 
35,000 35,000 
45,000 45,000 
30,000 30,000 
75,000 75,000 

60,000 60,000 
125,000 125,000 

5,000 5,000 
50,000 50,000 

80,000 80,000 
40,000 
30,000 
5,000 
1,000 

20,000 
50,000 

100,000 
1,500 

10,000 
1,500 

TOTAL INTANGIBLE DRILLING COSTS 

TANGIBLE EQUIPMENT COSTS: 

1,190,000 1,449,000 

930-010 Christmas Tree & Wellhead 5,000 30,000 
930-020 Casing 13 3/8" @ 400' 11,000 11,000 

9 5/8" @ 1,800' 27,000 27,000 
7" <g) 8,600" 108,000 108,000 
41/2" 12,000' 85,500 

930-030 Tubing 2 3/8" @ 11,800' 49,000 
930-040 Packer & Special Equipment 
940-010 Pumping Equipment 
940-020 Storage Facilities 15,000 
940-030 Separation Equip., Flowlines, Misc. 75,000 
940-040 Trucking & Construction Costs 15,000 

TOTAL TANGIBLE EQUIPMENT COSTS 151,000 415,500 

TOTAL COSTS 1,341,000| 1,864,500 

APPROVAL OF THIS AFE CONSTITUTES APPROVAL OF OPERATOR'S OPTION TO CHARGE THE JOINT ACCOUNT WITH 
TUBULAR GOODS FROM THE OPERATOR'S WAREHOUSE STOCK AT THE RATES STATED ABOVE. 

Prepared By Operations 
SV Jeremiah Mullen Approval 

YATES PETROLEUM CORPORATION 

BY:-:-:-:- :-:-:-y^:-yyy>;yy;:-:-DP^< 

I 20.551875% 

YATES DRILLING COMPANY 

B:Y:;:::::: 
I 10.793125% 

ABO PETROLEUM CORPORATION" 

BY-y-y mm&: 
10.793125% 

MYCO INDPSTRIES. IffC. I 10.793125% 



GUITAR BFL COM #1 
T25S-R26E-SECTION 17 
990' FNL & 1980' FEL 
EDDY COUNTY, NEW MEXICO 

AFE # 04-542-0 
DATE: 11/8/04 
Page 2 

SHARE 

MURCHISON OIL & GAS, INC. 

BY: DATE 

EARL B. GUITAR, SR. & ANITA GRISSOM GUITAR, REVOCABLE LIVING TRUST, 
ANITA GRISSOM GUITAR, SOLE TRUSTEE 

BY: DATE 

JAMES M. ALEXANDER & JERRI ALEXANDER 

BY: DATE 

8Y: DATE 

MARTHA JANE ALEXANDER RHODES 

BY: DATE 

JERI ALEXANDER LOTT 

BY: 

JAMES KELLY POLK 

BY: DATE 

RUTH ANN POLK CAUDLE 

BY: DATE 

JANIS LEE POLK HARBOUR 

BY:: ::DATE:: 

MARILYN GUITAR GALUSHA TRUST, MARILYN GUITAR GALUSHA, TRUSTEE 

BY: DATE 

PRESSLEY HUDSON GUITAR 

BY: DATE 

JOHN GUITAR WITHERSPOON, JR. 

BY: DATE 

BRETT GUITAR WITHERSPOON 

DATE 

WENDE WITHERSPOON MORGAN 

BY: DATE 

WHITTEN GUITAR WITHERSPOON 

BY: DATE 

KELLY WOODS LEACH 
BY: DATE 

37.500000% 

2.343750% 

0.781250% 

0.781250% 

0.781250% 

0.781250% 

0.781250% 

0.781250% 

0.584375% 

0.584375% 

0.293750% 

0.293750% 

0.293750% 

0.293750% 

0.193750% 

TOTAL 100.000000% 
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M A R T I N Y A T E S . Ill 
1912- 1985 

F R A N K W. Y A T E S 
1936-1986 

kTE5 
PETROLEUM 
EDRPDRRTIDN 

S. P. Y A T E S 
CHAIRMAN OF THE BOARD 

J O H N A . Y A T E S 
PRESIDENT 

P E Y T O N Y A T E S 
EXECUTIVE V I C E PRESIDENT 

R A N D Y Q. P A T T E R S O N 

105 SOUTH FOURTH STREET 

SECRETARY 

D EN NIS G. K I N S E Y 
TREASURER 

ARTESIA, N E W MEXICO 88210 -2118 

TELEPHONE (505) 748-1471 

November 30, 2004 

Wende Witherspoon Morgan 
1720 Southwicke 
Flower Mount, TX 75022 

RE: Guitar BFL Com #1 
Township 25 South. Range 26 East. NMPM 
Section 17: N/2 
Eddy County, New Mexico 

Ms. Morgan: 

I have had several phone calls from many family members concerning either 1) lease options for mineral rights in the 
above captioned acreage or 2) participation in the drilling of the Guitar BFL Com # 1 . 

You have been sent an AFE to participate in the drilling of the Guitar well as an unleased mineral owner. Also 
included with the AFE was the operating agreement covering the 320-acre spacing unit in the North Vz of section 17. 

Since the receipt of the AFE and Operating Agreement, I have had several phone calls to discuss the possibility to 
lease your minerals rather than taking a working interest in this well. The renewal period has expired for your 
previous leases; therefore all previous negotiations are off the table. 

Enclosed please find Yates Petroleum Corporation standard three (3) year paid up lease form, containing a 1A royalty 
for your net mineral acre interest. Should you elect to execute this lease, as is, you will receive the $100.00 per net 
acre bonus upon our receipt. The terms and conditions of the lease are not negotiable, as Yates Petroleum 
Corporation will be proceeding with the drilling ofthe Guitar well immediately. 

Please return either the executed lease form, as is, or the executed AFE and Operating Agreement at your earliest 
convenience, as to avoid a force-pooling situation. 

Should you have any questions, I can be reached at 505-748-4400. 

Thank you for your consideration. 

Very truly yours, 

YATES PETROLEUM CORPORATION 

Susan Vierra 
Associate Landman 

/sv 
Enclosure(s) 



Producers 88 Rev. (3 Year Lease) 5-96 

YPC Revised Form 
* 3 

(THREE Y E A R PAID UP L E A S E ) 
O I L AND GAS L E A S E 

Form 345 

Hall-Poorbaugh Press, Inc. 

Roswell, New Mexico 

THIS AGREEMENT made this 30th day of November. 2004, and Effective November 30, 2004, between Wende Witherspoon Morgan, dealing in her sole and 

separate property, as Lessor (whether one or more), and YATES PETROLEUM CORPORATION-70%; YATES DRILLING COMPANY-10%, ABO PETROLEUM CORPORATION-

10% AND SHARBRO OIL LIMITED COMPANY-10%, as Lessee, WITNESSETH: 

1. Lessors in consideration of Ten and No/100 Dollars C$ 10.00 ) in 

hand paid, of the royalties herein provided and of the agreements of Lessee herein contained, hereby grants, leases and lets exclusively unto Lessee for the purpose of investigating, exploring, 

prospecting, drilling and mining for and producing oil and gas, laying pipe lines, building roads, tanks, power stations, telephone lines and other structures thereon and on, over and across lands owned 

or claimed by Lessor adjacent and contiguous thereto, to produce, save, take care of treat, transport, and own said products, and housing its employees, the following described land in 

Eddy County, New Mexico to-wit: 

Township 25 South. Range 26 East. NMPM 
Section 17: NW/4NE/4, E/2E/2 
Containing 200.00 acres, more or less 

2. Without reference to the commencement, prosecution or cessation at any time of drilling or other development operations and/or to the discovery, development or cessation at any time of 
production of oil or gas and without further payments than the royalties herein provided, and notwithstanding anything else herein contained to the contrary, this lease shall be for a term of three years 
from this date (called "primary term") and as long thereafter as oil or gas is produced from said land or land with which said land is pooled hereunder. 

3. The royalties to be paid by Lessee are: (a) on oil, 1/4 of that produced and saved from said land, the same to be delivered at the wells or to the credit of Lessor into the pipe line to which the 
wells may be connected; Lessee may from time to time purchase any royalty oil in its possession, paying the market price therefore prevailing for the field where produced on the date of purchase; (b) 
on gas, including casing head gas or other gaseous substance, produced from said land, and sold, or used off the premises or for the extraction of gasoline or other product there from, the market value 
at the well of 1/4 of the gas so sold or used, provided that on gas sold at the wells the royalty shall be 1/4 of the amount realized from such sale; while there is a gas well on this lease or on 
acreage pooled therewith but gas is not being sold or used, Lessee may pay or tender as royalty, on or before ninety (90) days after the date on which said well is shut in and thereafter at annual 
intervals the sum of $ 1.00 per acre, and if such payment is made or tendered, this lease shall not terminate and it will be considered that gas is being produced from this lease in paying quantities. 
Payment or tender of said shut-in gas royalty may be made by check or draft of Lessee mailed or delivered to the parties entitled thereto on or before the date said payment is due. Lessee shall have 
free use of oil, gas, coal and water from said land, except water from Lessor's wells, for all operations hereunder, and the royalty on oil and gas shall be computed after deducting any so used. 

4. Lessee, at its option, is hereby given the right and power to pool or combine the acreage covered by this lease, or any portion thereof as to oil and gas, or either of them, with other land, lease 
or leases in the immediate vicinity thereof to the extent, hereinafter stipulated, when in Lessee's judgment it is necessary or advisable to do so in order properly to explore, or to develop and operate 
said leased premises in compliance with the spacing rules of the New Mexico Oil Conservation Commission, or other lawful authority or when to do so would, in the judgment of Lessee, promote the 
conservation of oil and gas in and under and that may be produced from said premises. Units pooled for oil hereunder shall not substantially exceed 40 acres each in area, and units pooled for gas 
hereunder shall not substantially exceed in area 640 acres each plus a tolerance of 10% thereof, provided that should governmental authority having jurisdiction prescribe or permit the creation of units 
larger than those specified, units thereafter created may conform substantially in size with those prescribed by governmental regulations. Lessee under the provisions hereof may pool or combine 
acreage covered by this lease, or any portion thereof as above provided as to oil in any one or more strata and as to gas in any one or more strata. The units formed by pooling as to any stratum or 
strata need not conform in size or area with the unit or units into which the lease is pooled or combined as to any other stratum or strata, and oil units need not conform as to area with gas units. The 
pooling in one or more instances shall not exhaust the rights ofthe Lessee hereunder to pool this lease or portions thereof into other units. Lessee shall file for record in the appropriate records ofthe 
county in which the leased premises are situated an instrument describing and designating the pooled acreage as a pooled unit Lessee may at its election exercise its pooling option after commencing 
operations for or completing an oil or gas well on the leased premises, and the pooled unit may include, but it is not required to include, land or leases upon which a well capable of producing oil or gas 
in paying quantities has theretofore been completed or.upon which operations for the drilling of a well for oil or gas have theretofore been commenced. Operations for drilling on or production of oil or 
gas from any part of the pooled unit which includes all or a portion of the land covered by this lease regardless of whether such operations for drilling were commenced or such production was secured 
before or after the execution of this instrument or the instrument designating the pooled unit, shall be considered as operations for drilling on or production of oil and gas from land covered by this lease 
whether or not the well or wells be located on the premises covered by this lease, and the entire acreage constituting such unit or units, as to oil and gas, or either of them, as herein provided, shall be 
treated for all purposes, except the payment of royalties on production from the pooled unit, as i f the same were included in this lease. For the purpose of computing the royalties to which owners of 
royalties and payments out of production and each of them, shall be entitled on production of oil and gas, or either of them, from the pooled unit, there shall be allocated to the land covered by this 
lease and included in said unit a pro rata portion of the oil and gas, or either of them, produced from the pooled unit after deducting that used for operations on the pooled units. Such allocation shall be 
on acreage basis-that is to say, there shall be allocated to the acreage covered by this lease and included in the pooled unit that pro rata portion ofthe oil and gas, or either of them, produced from the 
pooled unit which the number of surface acres covered by this lease and included in the pooled unit bears to the total number of surface acres included in the pooled unit Royalties hereunder shall be 
computed on the portion of such production, whether it be oil and gas, or either of them, so allocated to the land covered by this lease and included in the unit just as though such production were from 
such land. The production from an oil well will be considered production from the lease or oil pooled unit from which it is producing and not as production from a gas pooled unit; and production from 
a gas well will be considered as production from the lease or gas pooled unit from which it is producing and not from an oil pooled unit In addition to the foregoing, Lessee at its option is hereby given 
the right and power from time to time to commit said land or any part or formation or mineral substance covered hereby to any cooperative or unit agreement or plan of development and operation, and 
to any modifications thereof, which have been approved by the New Mexico Oil Conservation Commission or other lawful governmental authority. In such event, the royalty payable to Lessor 
hereunder shall be computed and paid on the basis of the oil or gas allocated to such land under the terms of any such agreement or plan of operation, which basis shall be the same by which the 
royalty due the United States or the State of New Mexico is computed and paid. This lease shall not expire during the life of such agreement or plan and shall be subject to the terms thereof and said 
agreement or plan of operation shall be filed with the New Mexico Oil Conservation Commission, or other lawful authority, and Lessee shall record in the county in which the leased premises are 
situated, an instrument describing such agreement or plan of operation and reflecting the commitment thereto, and the same may be recorded either before or after the completion of wells. 

5. If at the expiration of the primary term oil or gas is not being produced on said land, or from land pooled therewith, but Lessee is then engaged in drilling or reworking operations thereon, or 
shall have completed a dry hole thereon within 60 days prior to the end of the primary terms, the lease shall remain in force so long as operations on said well or for drilling or reworking of any 
additional well are prosecuted with no cessation of more than 60 consecutive days, and if they result in the production of oil or gas so long thereafter as oil or gas is produced from said land, or from 
land pooled therewith. I f after the expiration ofthe primary term of this lease and after oil or gas is produced from said land, or from land pooled therewith, tlie production thereof should cease from 
any cause, this lease shall not terrninate i f Lessee commences operations for drilling or reworking within 60 days after the cessation of such production, but shall remain in force and effect so long as 
such operations are prosecuted with no cessation of more than 60 consecutive days, and if they result in the production of oil and gas, so long thereafter as oil or gas is produced from said land, or from 
land pooled therewith. Any pooled unit designated by Lessee in accordance with the terms hereof, may be dissolved by Lessee by instrument filed for record in the appropriate records ofthe county in 
which the leased premises are situated at any time after the completion of a dry hole or the cessation of production on said unit. In the event a well or wells producing oil or gas in paying quantities 
should be brought in on adjacent land and within 660 feet of and draining the lease premises, or land pooled therewith. Lessee agrees to drill such offset well or wells as a reasonably prudent operator 
would drill under the same or similar circumstances. Lessee may at any time execute and deliver to Lessor or place of record a release or releases covering any portion or portions of the above 
described premises and thereby surrender this lease as to such portion or portions and be relieved or all obligations as to the acreage surrendered. 

6. Lessee shall have the right at any time during or after the expiration of this lease to remove all property and fixtures placed by Lessee on said land, including the right to draw and remove all 
casing. When required by Lessor, Lessee will bury all pipelines below ordinary plow depth, and no well shall be drilled within two hundred feet of any residence or barn now on said land without 
Lessor's consent. 

7. The rights of either party hereunder may be assigned in whole or in part, and the provisions hereof shall extend to their heirs, successors and assigns but no change or division in ownership of 
the land or royalties, however accomplished, shall operate to enlarge the obligations or diminish the rights of Lessee; and no change or division in such ownership shall be binding on Lessee until thirty 
(30) days after Lessee shall have been furnished by registered U.S. mail at Lessee's principal place of business with a certified copy of recorded instrument or instruments evidencing same. In the event 
of assignment hereof in whole or in part liability for breach of any obligation hereunder shall rest exclusively upon the owner of this lease or of a portion thereof who commits such breach. I f six or 
more parties become entitled to royalty hereunder, Lessee may withhold payment thereof unless and until furnished with a recordable instrument executed by all such parties designating an agent to 
receive payment for all. 

8. The breach by Lessee of any obligation arising hereunder shall not work a forfeiture or termination of this lease nor cause a termination or revision ofthe estate created hereby nor be grounds 
for cancellation hereof in whole or in part In the event Lessor considers that operations are not at any time being conducted in compliance with this lease, Lessor shall notify Lessee in writing ofthe 
facts relied upon as constituting a breach hereof, and Lessee, i f in default, shall have sixty days after receipt of such notice in which to commence the compliance with the obligations imposed by virtue 
of this instrument After the discovery of oil or gas in paying quantities on said premises, Lessee shall develop the acreage retained hereunder as a reasonably prudent operator but in discharging this 
obligation it shall in no event by required to drill more than one well per forty (40) acres of the area retained hereunder and capable of producing oil in paying quantities and one well per 640 acres plus 
an acreage tolerance not to exceed 10% of 640 acres of the area retained hereunder and capable of producing gas in paying quantities. 

9. Lessor hereby warrants and agrees to defend the title to said land and agrees that Lessee at its option may discharge any tax, mortgage or other lien upon said land either in whole or in part, and 
in event Lessee does so, it shall be subrogated to such lien with the right to enforce same and apply royalties accruing hereunder toward satisfying same Without impairment of Lessee's right under the 
warranty in event of failure of tide, it is agreed that i f Lessor owns an interest in the oil or gas on, in or under said land less than the entire fee simple estate, then the royalties to be paid Lessor shall be 
reduced proportionately. Should any one or more of the parties named as Lessors fail to execute this lease, it shall nevertheless be binding upon the party or parties executing the same. 

10. Should Lessee be prevented from complying with any express or implied covenant of this lease, from conducting drilling or reworking operations thereon or from producing oil or gas there 
from by reason of scarcity of or inability to obtain or to use equipment or material, or by operation of force majeure, any Federal or state law or any order, rule or regulation of governmental authority, 
then while so prevented, Lessee's obligation to comply with such covenant shall be suspended, and Lessee shall not be liable in damages for failure to comply therewith; and this lease shall be 
extended while and so long as Lessee is prevented by any such cause from conducting drilling or reworking operations on or from producing oil or gas from the leased premises; and the time while 
Lessee is so prevented shall not be counted against Lessee, anything in this lease to the contrary notwithstanding. 

IN WITNESS WHEREOF, this instrument is executed on the date first above written. 

Wende Witherspoon Morgan 



INDIVIDUAL ACKNOWLEDGMENT 

STATE OF ) 

)ss 

COUNTY OF ) 

This instrument was acknowledged before me this day of , 2004, 

by Wende Witherspoon Morgan 

My commission expires 

Notary Public 

ACKNOWLEDGMENT 

STATE OF ) 

)ss. 
COUNTY OF ) 

This instrument was acknowledged before me this day of 2004. 

by as 

for , 

My commission expires 

Notary Public 

INDIVIDUAL ACKNOWLEDGMENT 

STATE OF ) 

)ss. 

COUNTY OF ) 

This instrument was acknowledged before me this day of 2004. 

By 

My commission expires 

Notary Public 
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Guitar BFL Com #1 
Township 25 South, Range 26 East, NMPM 
Section 17: N/2 
Eddy County, New Mexico 

Mineral Owner:* 

Net Acres in N/2 Spacing Unit 0.9375 
Percent Working Interest in Unit 0.292969% 
Previous Lease dated: 11/1/01 
Expiration: 10/31/04 

Lease Renewal and Correspondence Timeline 

Whitten Guitar Witherspoon 
4508 Tall Meadow Lane 
Fort Worth, TX 76133 

3/9/04 Offer letter sent to renew previous lease: 
Terms: 3-year term 

$100.00 bonus/acre 
1/4 royalty 

5/7/04 Phone conversation requesting revised lease form. 

5/11/04 Revised lease documents sent. 

11/1/04 No response from Mr. Witherspoon - lease expired. 

11/10/04 Sent AFE to participate in the drilling of the Guitar BFL Com #1. 

11/15/04 Received certified receipt of sent AFE. 

11/30/04 Final offer sent: 
Option 1: Sign AFE to participate in drilling of well 
Option 2: Enclosed Yates lease form (no modifications) 

3-year term 
$100.00 bonus/acre 
1/4 royalty 

12/13/04 Received certified receipt of Final offer letter. 

BEFORE THE OIL CONSERVAITON DIVISION 
Santa Fe, New Mexico 

Case No. 13398 Exhibit 3-J 
Submitted by: 

Yates Petroleum Corporation 
Hearing Date: January 6. 2005 



PETROLEUM 
CORPDRRTIDN 

105 South Fourth Street 
Artesia, NM 88210 

505-748-1471 
FAX 505-748-4572 

March 9, 2004 

Whitten Guitar Witherspoon 
4508 Tall Meadow Lane 
Fort Worth, TX 76133 

RE: Oil & Gas Lease 
Township 25 South. Range 26 East. NMPM 
Section 17: NW/4NE/4, E/2E/2 
Eddy County, New Mexico 

Mr. Witherspoon: 

Yates Petroleum Corporation would like to extend an offer to re-new your lease in the captioned acreage, 
subject to the following terms: 

1. A Paid-up Three (3) Year Oil and Gas Lease; 

2. A bonus consideration of $100.00 per acre for the 1.5626 net mineral acres; 

3. A royalty reservation of 1/4th of 8/8ths on all oil and gas produced from the leased lands; 

4. Offer will expire at office closing on April 9, 2004. 

5. Title acceptable to Yates Petroleum Corporation. 

If the above meets with your approval, please execute below and return to this office at your earliest 
convenience. If you have any questions regarding this matter, please call me at (505) 748-4356. 

Thank you. 
Very truly yours, 
Yates Petroleum Con 

/sp 
AGREED and ACCEPTED this day of , 2004 

Whitten Guitar Witherspoon 



105 South Fourth Street 
Artesia, NM 88210 

505-748-1471 
FAX 505-748-4572 

May 11, 2004 

Whitten Guitar Witherspoon 
4508 Tall Meadow Lane 
Fort Worth, TX 7613322 

Re: Oil & Gas Lease 
Township 25 South. Range 26 East. NMPM 
Section 17: NW/4NE/4, E/2E/2 
Containing 200 acres, more or less 
Eddy County, New Mexico 

Mr. Witherspoon: 

Pursuant to my telephone conversation on May 7, 2004 with Mr. Brett Guitar Witherspoon, enclosed 
please find two (2) copies of Oil and Gas Lease Form 342P. If the enclosed meets with your approval, 
please execute the lease before a notary public and return to this office. Upon receipt of the properly 
executed and notarized lease, we will issue a direct check to you in the amount of $156.26 as full 
bonus payment of $100.00 per acre for the 1.5626 net mineral acres owned by you. 

If you have any questions, please call me at (505) 748-4356. Thank you. 

Very truly yours, 

YATES PETROLEUM CORPORATION 

Land Technician 

/sp 
Enclosure(s) 



Producer's 88-Producer's Revised 1994 New M Form 342P, Paid-up and for sale by Hall-Poorbaugh Press, Roswell, 

N.M. 

*f OIL & GAS LEASE 

THIS AGREEMENT made this nth day of May. 2004. but Arrive Numher l . 2004 between Whitten Guitar Witherspoon, dealing in his sole and separate 
property, as Lessor (whether one or more), and YATES PETROLEUM CORPORATION-70%; YATES DRILLING COMPANY.10%, ABO PETROLEUM CORPORATION-10% aad 
MYCO INDUSTRIES, INC-10%, as Lessee: 

1 Lessor In consideration of TEN AND OTHER DOLLARS in hand paid, receipt of which is here acknowledged, and of the royalties herein provided and of the agreements of the lessee 
herein contained hereby grants, leases and lets exclusively unto lessee for the purpose of investigating, exploring, prospecting, drilling, and operating for and producing oil and gas. injecting gas, 
waters, other fluids, and air into subsurface strata laying pipelines, storing oil, building tanks, roadways, telephone lines, and other structures and things; thereon to produce, save, take care of, treat, 
process, store and transport said minerals, the following described land in Eddv County, New Mexico, to-wit: 

Township 25 South. Range 26 East N.M.P.M. 
Section 17: NW/4NE/4, E/2E/2 

Said land is estimated to comprise 200.00 acres, whether it actually comprises more or less. 

2. Subject to the other provisions herein contained, this lease shall remain in force for a term of Three years from this date (called "primary term") and as long thereafter 
as oil or gas is produced from said land or from land with which said land is pooled. 

3. The royalties to be paid by lessee are: (a) on oil, and other liquid hydrocarbons saved at the well, l/4th of that produced and saved from said land, same to be 
delivered at the wells or to the credit of lessor in the pipeline to which the wells may be connected; (b) on gas, including casinghead gas or other gaseous substance 

produced from said land and used off the premises or used in the manufacture of gasoline or other products, the market value at the well of l/4th of the gas used, 

provided that on gas sold on or off the premises, the royalties shall be l/4th of the amount realized from such sale; (c) and at any time when this lease is 
not validated by other provisions hereof and there is a gas and/or condensate well on said land, or land pooled therewith, but gas or condensate is not being so sold or used and such well is shut in, 
either before or after production therefrom, then on or before 90 days after said well is shut in, and thereafter at annual intervals, lessee may pay or tender an advance shut-in royalty equal to $1.00 
per net acre of lessor's gas acreage then held under this lease by the party making such payment or tender, and so long as said shut-in royalty is paid or tendered, this lease shall not terminate and it 
shall be considered under all clauses hereof that gas is being produced from the leased premises in paying quantities. Each such payment shall be paid or tendered to the party or parties who at the 
time of such payment would be entitled to receive tlie royalties which would be paid under this lease if the well were in fact producing. The payment or tender of royalties and shut-in royalties may 
be made by check or draft. Any timely payment or tender of shut-in royalty which is made in a bona fide attempt to make proper payment, but which is erroneous in whole or in part as to parties or 
amounts, shall nevertheless be sufficient to prevent termination of this lease in the same manner as though a proper payment had been made if lessee shall correct such error within 30 days after 
lessee has received written notice thereof by certified mail from the party or parties entitled to receive payment together with such written instruments (oir certified copies thereof) as are necessary to 
enable lessee to make proper payment. The amount realized from the sale of gas on or off the premises shall be the price established by the gas sales contract entered into in good faith by lessee and 
gas purchaser for such term and under such conditions as are customary in the industry. "Price" shall mean the net amount received by lessee after giving effect to applicable regulatory orders and 
after application of any applicable price adjustments specified in such contract or regulatory orders. In the event leasee oompreooeo, traota, purifieoi or dehydrates ouoh gao (whether on or off tho 
loaood promises) or transports gao off the leased premises, losseo in oomputing royalty hereunder may doduot from ouoh prioe a reasonable ohargo for onoh of suoh funotiono performed. 

4. This is a paid-up lease and lessee shall not be obligated during the primary term hereof to commence or continue any operations of whatsoever character or to make any payments hereunder 
in order to maintain this lease in force during the primary term; however, this provision is not intended to relieve lesee of the obligation to pay royalties on actual production pursuant to the 
provisions or Paragraph 3 hereof. 

5. Lessee is hereby granted the right and power, from time to time, to pool or combine this lease, the land covered by it or any part or horizon thereof with any other land, leases, mineral 
estates or parts thereof for the production of oil or gas. Units pooled hereunder shall not exceed the standard proration unit fixed by law or by the Oil Conservation Division of the Energy and 
Minerals Department ofthe State of New Mexico or by any other lawful authority for the pool or area in which said land is situated, plus a tolerance often percent Lessee shall file written unit 
designations in the county in which the premises are located and such units may be designated from time to time and either before or after the completion of wells. Drilling operations on or 
production from any part of any such unit shall be considered for all purposes, except the payment of royalty, as operations conducted upon or production from the land described in this lease. There 
shall be allocated to the land covered by this lease included in any such unit that portion ofthe total production of pooled minerals from wells in the unit, after deducting any used in lease or unit 
operations, which the net oil or gas acreage in the land covered by this lease included in the unit bears to the total number of surface acres in the unit The production so allocated shall be considered 
for all purposes, including the payment or delivery of royalty, to be the entire production of pooled minerals from the portion of said land covered hereby and included in said unit in the same 
manner as though produced from said land under the terms of this lease. Any pooled unit designated by lessee, as provided herein, may be dissolved by lessee by recording an appropriate instrument 
in the County where die land is situated at any time after the completion of a dry hole or the cessation of production on said unit 

6. If at the expiration of the primary term there is no well upon said land capable of producing oil or gas, but lessee has commenced operations for drilling or reworking thereon, this lease 
shall remain In force so long as operations are prosecuted with no cessation of more than 60 consecutive days, whether such operations be on the same well or on a different or additional well or 
wells, and if they result in the production of oil or gas, so long thereafter as oil or gas is produced from said land If, after the expiration of the primary term, all wells upon said land should become 
incapable of producing for any cause, this lease shall not terminate if lessee commences operations for additional drilling or for reworking within 60 days thereafter. If any drilling, additional 
drilling or reworking operations hereunder result in production, then this lease shall remain in full force so long thereafter as oil or gas is produced hereunder. 

7. Lessee shall have free use of oil, gas and water from said land, except water from lessor's wells and tanks, for all operations hereunder, and the royalty shall be computed after deducting 
any so used. Lessee shall have the right at any time during or after the expiration of this lease to remove all property and fixtures placed by lessee on said land, including the right to draw and 
remove all casing. When required by lessor, lessee will bury all pipe lines on cultivated lands below ordinary plow depth, and no well shall be drilled within two hundred feet (200 ft.) of any 
residence or barn now on said land without lessor's consent. Lessor shall have the privilege, at his risk and expense, of using gas from any gas well on said land for stoves and inside lights in the 
principal dwelling thereon, out of any surplus gas not needed for operations hereunder. 

8. The rights of either party hereunder may be assigned in whole or in part and the provisions hereof shall extend to their heirs, executors, administrators, successors and assigns; but no 
change in the ownership of the land or in the ownership of, or rights to receive, royalties or shut-in royalties, however accomplished shall operate to enlarge the obligations or diminish the rights of 
lessee: and no such change or division shall be binding upon lessee for any purpose until 30 days after lessee has been furnished by certified mail at lessee's principal place of business with 
acceptable instruments or certified copies thereof constituting the chain of title from the original lessor. If any such change in ownership occurs through the death of the owner, lessee may, at its 
option, pay or tender any royalties or shut-in royalties in the name of the deceased or to his estate or to his heirs, executor or administrator until such time as lessee has been furnished with evidence 
satisfactory to lessee as to the persons entitled to such sums. An assignment of this lease in whole or in part shall, to the extent of such assignment, relieve and discharge lessee of any obligations 
hereunder and , if lessee or assignee of part or parts hereof shall fail or make default in the payment of the proportionate part of royalty or shut-in royalty due from such lessee or assignee or fail to 
comply with any of the provisions of this lease, such default shall not affect this lease insofar as it covers a part of said lands upon which lessee or any assignee thereof shall properly comply or 
make such payments. 

9. Should lessee be prevented from complying with any express or implied covenant of this lease, or from conducting drilling or reworking operations hereunder, or from producing oil or gas 
hereunder by reason of scarcity or inability to obtain or use equipment or material, or by operation of force majeure, or by any Federal or state law or any order, rule or regulation of governmental 
authority, then while so prevented, lessee's duty shall be suspended, and lessee shall not be liable for failure to comply therewith; and this lease shall be extended while and so long as lessee is 
prevented by any such cause from conducting drilling or reworking operations or from producing oil or gas hereunder, and the time while lessee is so prevented shall not be counted against lessee, 
anything in this lease to the contrary notwithstanding. 

10. Lessor hereby warrants and agrees to defend tho title to said land ond agrees that lessee at is option may discharge any tax, mortgage or other lien upon said land, and in the event lessee 
does so it shall be subrogated to such lien with the right to enforce same and to apply royalties and shut-in royalties payable hereunder toward satisfying same. Without impairment of lessee's rights 
under the warranty, if this lease covers a less interest in the oil or gas in all or any part of said land than the entire and undivided fee simple estate (whether lessor's interest is herein specified or not) 
then the royalties, shut-in royalty, and other payments, if any, accruing from any part as to which this lease covers less than such full interest, shall be paid only in the proportion which the interest 
therein, if any, covered by this lease, bears to the whole and undivided fee simple estate therein. Should any one or more of the parties named above as lessors fail to execute this lease, it shall 
nevertheless be binding upon the party or parties executing the same. 

11. Lessee, its or his successors, heirs and assigns, shall have the right at any time to surrender this lease, in whole or in part, to lessor or his heirs, successors and assigns by delivering or 
mailing a release thereof to the lessor, or by placing a release thereof of record in the county in which said land is situated; thereupon lessee shall be relieved from all obligations, expressed or 
implied, of this agreement as to acreage so surrendered, and thereafter the shut-in royalty payable hereunder shall be reduced in the proportion that the acreage covered hereby is reduced by said 
release or releases. 

Articles 12,13 and 14 of this Oil and Gas Lease are attached as Exhibit "A". 

Executed the day and year first above written. 

Whitten Guitar Witherspoon 
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Exhibit "A' 

Attached to and made a part of tbat certain Oil and Gas Lease dated May 11,2004, by and between Whitten Guitar 
Witherspoon, dealing in his sole and separate property, as Lessor, and Yates Petroleum Corporation, Yates Drilling 
Company, Abo Petroleum Corporation and Myco Industries, Inc., as lessee, covering lands in Eddy County, New Mexico. 

12. Notwithstanding anything else to the contrary herein, payment of shut-in gas well royalties will not be permitted to 
maintain this Lease in force for a period greater than two consecutive years beyond the primary term, at which time this 
Lease shall automatically terminate. 

13. Notwithstanding any other provisions hereof, at the end of the primary term, all acreage not included in a proration 
unit as designated by the New Mexico Oil Conservation Division and all depths 100 feet below the deepest producing 
horizon shall be automatically eliminated from this Lease and revert to LESSOR, unless LESSEE is drilling a well on the 
leased premises or on lands pooled therewith, in which event the Lease will be held in its entirety as: long as not more than 
one hundred twenty (120) days elapse between the completion of one well and the commencement of another. Completion 
shall be defined as (1) lhe date on which a dry hole is plugged or (2) the date certified to the New Mexico Oil Conservation 
Division as the date a well has been completed as a producing well, whichever be appropriate. "Commencement" shall be 
defined as the date drilling operations are commenced on the leased premises or on lands pooled therewith. 

14. As an addition to the terms hereof, it is expressly agreed that all royalty to be paid hereunder shall be delivered to 
LESSOR free of all costs of transportation, compression, processing, treatment, purification, dehydration, separation, 
stabilization, rrianufacturing, measuring or marketing the oil, gas or hydrocarbons covered by this lease. 



PETROLEUM 
CDRPDRHTIDN 

105 South Fourth Street 
Artesia, NM 88210 

November 10, 2004 

Working Interest Owners 
Addressee List Attached 

CERTIFIED MAIL 
RETURN RECEIPT REQUESTED 

RE: Guitar BFL Com #1 well 
TownshiD 25 South, Range 26 East. NMPM 
Section 17: 990" FNL & 1980'FEL 
Eddy County, New Mexico 

Ladies and Gentlemen: 

Yates Petroleum Corporation, as operator, proposes to drill the captioned well pursuant to the 
prognosis on the Authority for Expenditure (AFE) and invites you to participate. 

Enclosed, please find two (2) copies of an AFE and one (1) copy of the Joint Operating 
Agreement (JOA) with one (1) additional signature page, covering the N/2 of Section 17. 

If the AFE and JOA meet with your approval, please sign and return one (1) executed copy of 
the AFE and the executed and notarized signature page of the JOA to our office. 

This well is on an accelerated scheduling and we request your immediate attention. 

Should you have any questions, please do not hesitate contacting me at 505-748-4400. 

Thank you. 

Very truly yours, 

YATES PETROLEUM CORPORATION 

Susan Vierra 
Associate Landman 

SV/am 
Enclosure (s) 



GUITAR BFL COM #1 
ADDRESSEE LIST 

Yates Petroleum Corporation, et al 
Attn: Susan Vierra 
105 South Fourth Street 
Artesia, NM 88210 

Murchison Oil & Gas, Inc. ^ 
nOOMira Vista Blvd. 
Piano, TX 75093-4698 

Anita Grissom Guitar^^, 
P.O. box 744 
Abilene, TX 79605 

James M. & Jerri Alexander OU 
P.O. Box 58 
Abilene, TX 79604 

Martha Jane Alexander Rhodes 
P.O. Box 58 
Abilene, TX 79604 

James Kelly P o l k e d 
12 Augusta 
Abilene, TX 79604 

Janis Lee Polk Harbour 
4400 Arcady 
Dallas, TX 75202 

Pressley Hudson Guitar 
P.O. box 5383 
Abilene, TX 79608-5383 

Brett Guitar Witherspoon 
P.O. Box 100635 
Fort Worth, TX 76185 

Whitten Guitar Witherspoon 
3833 Arroyo Road 
Fort Worth, TX 76109 

Jeri Alexander Lott 
9102 Vicksburg Ave., #17 
Lubbock, TX 79356 

Ruth Ann Polk Caudle 
5616 Preston Fairway 
Dallas, TX 75252 

Marilyn Guitar Galusha 
P.O.Box 1438 
Abilene, TX 79604 

John Guitar Witherspoon, Jr. 
7404 Lemonwood Drive 
Fort Worth, TX 76133-7012 

Wende Witherspoon Morgan 
1720 Southwicke 
Flower Mound, TX 75022 

Kelly Woods Leach 
312Greatview Circle 
Birmingham, AL 35226-2320 



11-8-04 

PETROLEUM 
CORPORATION 

AUTHORITY FOR EXPENDITURE 
NEW DRILLING, RECOMPLETION & RE-ENTRY 

AFE Type: 

105 SOUTH FOURTH STREET 

ARTESIA, NEW MEX1COS8210 
TELEPHONE ( 5 0 5 ) 748-1471 

X New Drilling 
Recompletion 
Re-entry 

Well Objective: Well Type: 
X Oil 
X Gas 

Injector 

X Development 
Exploratory 

AFE NO. 
AFE DATE 

AFE STATUS: 
Original 
Revised 
Final 
Supplemental 

04-542-0 

10/29/04 
AFEND (rev 6/98) 

LEASE NAME Guitar BFL Com. #1 PROJ'D DEPTH 12,000' 

COUNTY Eddy STATE New Mexico 

FIELD HORIZON Morrow 

LOCATION Section 17 T25S-R26E, 990' N & 1980* E 

DIVISION CODE 
DISTRICT CODE 
BRANCH CODE 

100 DIVISION NAME 
DISTRICT NAME 
BRANCH NAME 

Oil & Gas Division DIVISION CODE 
DISTRICT CODE 
BRANCH CODE 

DIVISION NAME 
DISTRICT NAME 
BRANCH NAME 

DIVISION CODE 
DISTRICT CODE 
BRANCH CODE 

DIVISION NAME 
DISTRICT NAME 
BRANCH NAME 

PROGNOSIS: New well drilled to 12,000' to test ail formations 

INTANGIBLE DRILLING COSTS: 
920-100 Staking, Permit & Legal Fees 
920-110 Location, Right-of-Way 
920-120 Drilling, Footage 

920-130 Drilling, Daywork & /LT©1" " ~" 11J??^^?^^??^'^ 1?^? 1 1^ Jt I4*K^It9r jK*??.! 
920-140 Drilling Water, Fasline Rental 
920-150 Drilling Mud & Additives 
920-160 Mud Logging Unit, Sample Bags 
920-170 Cementing - Surface Casing .„ . f ! ! d ! f?Hj n ! t ?j T n J!djate 
920-180 Drill Stem Testing, OHT 
920-190 Electric Logs & Tape Copies 

920-200 Tools & Equip. Rnti., Trkg. & wefding 
920-205 Control of Well-Insurance 
920-210 Supervision & Overhead 
920-230 Coring, Tools & Service 
920-240 Bits, Tool & Supplies Purchase 
920-350 Cementing - Production Casing 
920-410 Completion Unit - Swabbing 
920-420 Water for Completion " ] "[ 
920-430 Mud & Additives for C o m p l e t i o n " " „ ] . " " " . . ! . ! . . ] " [ . . . ! ! . " 
920-440 Cementing - Completion 
920-450 Elec. Logs, Testing, Etc. - Completion 
920-460 Tools & Equip. Rental, Etc. - Completion " '\\\\\\\\\JJJm\\\\\\\\[\[\\\\ 
920-470 Stimulation for Completion 
920-480 Supervision & O/H - Completion 
920-490 Additional LOC Charges - Completion " [ [ \ _ " 
920-510 Bits, Tools & Supplies - Completion . „ ] _ ! " " " " " ! " " " " " ] " " " ! 
920-500 Contingency for Completion 

TOTAL INTANGIBLE DRILLING COSTS 

DRY HOLE COMPD WELL 

TANGIBLE 
930-010 
930-020 

930-030 
930-040 
940-010 
940-020 
940-030 
940-040 

EQUIPMENT COSTS: 
Christmas Tree & Wellhead 
Casing 13 3/8" @ 400' 

95/8"@ t 8 0 0 ' " " " 
7"<j§"8,600v 

4"i/2 ,vi"^66bv 

Tubing i i " " i ] 2 3 » ^ i i ] 8 p 0 ^ " 
Packer & Special Equipment 
Pumping Equipment 
Storage Facilities 
Separation Equip., Flowlines, Misc. 
Trucking & Construction Costs 

TOTAL TANGIBLE EQUIPMENT COSTS 

3,000 3,000 
35,000 35,000 

647,000 647,000 
35,000 35,000 
45,000 45,000 
30,000 30,000 
75,000 75,000 

60,000 60,000 
125,000 125,000 

5,000 5,000 
50,000 50,000 

80,000 80,000 
40,000 
30,000 
5,000 
1,000 

20,000 
50,000 

100,000 
1,500 

10,000 
1,500 

| 1,190,000 1,449,000 

5,000 30,000 
11,000 11,000 
27,000 27,000 

108,000 108,000 
85,500 
49,000 

15,000 
75,000 
15,000 

| 151,000 415,500 

TOTAL COSTS | 1,341,0001 1,864,500| 

APPROVAL OF THIS AFE CONSTITUTES APPROVAL OF OPERATOR'S OPTION TO CHARGE THE JOINT ACCOUNT WITH 
TUBULAR GOODS FROM THE OPERATOR'S WAREHOUSE STOCK AT THE RATES STATED ABOVE. 

Prepared By Operations 
SV Jeremiah Mullen Approval 

YATES PETROLED* CORPORATION 

BY::::::x 
20.551875% 

YATES DRILLING COMPANY I 10.793125% 

ABO PETROLEUM CORPORATION" 

yyyyyyyyyyyyy^ 

I 10.793125% 

•MTfiO. .^VETOES., • Mi*, 
Bfr<y;<yy 

10 r 793125a? 



GUITAR BFL COM #1 
T25S-R26E- SECTION 17 
990" FNL & 1980' FEL 
EDDY COUNTY, NEW MEXICO 

AFE # 04-542-0 
DATE: 11/8/04 
Page 2 

SHARE 

MURCHISON OIL & GAS, INC. 

BY:: DATE: 

EARL B. GUITAR, SR. & ANITA GRISSOM GUITAR, REVOCABLE LIVING TRUST, 
ANITA GRISSOM GUITAR, SOLE TRUSTEE 

BY: DATE 

JAMES M. ALEXANDER & JERRI ALEXANDER 

BY; DATE 

aY; DATE 

MARTHA JANE ALEXANDER RHODES 

BY: DATE 

JERI ALEXANDER LOTT 

JAMES KELLY POLK 

BY: DATE 

RUTH ANN POLK CAUDLE 

BY: DATE 

JAN IS LEE POLK HARBOUR 

BY: DATE 

MARILYN GUITAR GALUSHA TRUST, MARILYN GUITAR GALUSHA, TRUSTEE 

BY: DATE 

PRESSLEY HUDSON GUITAR 

BY: DATE 

JOHN GUITAR WITHERSPOON, JR. 

BY: PATE 

BRETT GUITAR WITHERSPOON 

BYi! 

WENDE WITHERSPOON MORGAN 

BY: DATE 

WHITTEN GUITAR WITHERSPOON 

BY: DATE 

KELLY WOODS LEACH 
B¥> mm 

37.500000% 

2.343750% 

0.781250% 

Q.781250%1 

0.781250% 

0.781250% 

0.781250% 

0.781250% 

0.584375%| 

0.584375% 

0.293750% 

0.293750% 

0.293750% 

0.293750% 

0.193750% 

TOTAL 100.000000% 
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M A R T I N Y A T E S . Ill 
1912-198S 

F R A N K W . Y A T E S 
1936-1986 

S. P. Y A T E S 
CHAIRMAN OF T H E B O A R D 

J O H N A . Y A T E S 
PRESIDENT 

P E Y T O N Y A T E S 
EXECUTIVE V I C E PRESIDENT 

R A N D Y G. P A T T E R S O N 
SECRETARY 

105 SOUTH FOURTH STREET DENNIS G. K I N S E Y 
TREASURER 

ARTESIA. NEW MEXICO 88210-2118 

TELEPHONE (505) 748-1471 

November 30, 2004 

Whitten Guitar Witherspoon 
4508 Tall Meadow Lane 
Fort Worth, TX 76133 

RE: Guitar BFL Com #1 
Township 25 South, Range 26 East, NMPM 
Section 17: N/2 
Eddy County, New Mexico 

Mr. Witherspoon: 

I have had several phone calls from many family members concerning either 1) lease options for mineral rights in the 
above captioned acreage or 2) participation in the drilling ofthe Guitar BFL Com #1. 

You have been sent an AFE to participate in the drilling of the Guitar well as an unleased mineral owner. Also 
included with the AFE was the operating agreement covering the 320-acre spacing unit in the North Vi of section 17. 

Since the receipt of the AFE and Operating Agreement, I have had several phone calls to discuss the possibility to 
lease your minerals rather than taking a working interest in this well. The renewal period has expired for your 
previous leases; therefore all previous negotiations are off the table. 

Enclosed please find Yates Petroleum Corporation standard three (3) year paid up lease form, containing a 1A royalty 
for your net mineral acre interest. Should you elect to execute this lease, as is, you will receive the $100.00 per net 
acre bonus upon our receipt. The terms and conditions of the lease are not negotiable, as Yates Petroleum 
Corporation will be proceeding with the drilling ofthe Guitar well immediately. 

Please return either the executed iease form, as is, or the executed AFE and Operating Agreement at your earliest 
convenience, as to avoid a force-pooling situation. 

Should you have any questions, I can be reached at 505-748-4400. 

Thank you for your consideration. 

Very truly yours, 

YATES PETROLEUM CORPORATION 

Susan Vierra 
Associate Landman 

/sv 
Enclosure(s) 



Producers 88 Rev. (3 Year Lease) 5-96 

YPC Revised Form 
(THREE YEAR PAID UP LEASE) 

OIL AND GAS LEASE 
Form 345 

Hall-Poorbaugh Press, Inc. 
Roswell, New Mexico 

THIS AGREEMENT made this 30th day of November. 2004, and Effective November 30, 2004, between Whitten Guitar Witherspoon, dealing in his sole and 

separate property, as Lessor (whether one or more), and YATES PETROLEUM CORPORATION-70%; YATES DRILLING COMPANY-10%, ABO PETROLEUM CORPORATION-

10% AND SHARBRO OIL LIMITED COMPANY-10%, as Lessee, WITNESSETH: 

1. Lessors in consideration of Ten and No/100 Dollars IS 10.00 ) in 
hand paid, of the royalties herein provided and of the agreements of Lessee herein contained, hereby grants, leases and lets exclusively unto Lessee for the purpose of investigating, exploring, 
prospecting, drilling and mining for and producing oil and gas, laying pipe lines, building roads, tanks, power stations, telephone lines and other structures thereon and on, over and across lands owned 
or claimed by Lessor adjacent and contiguous thereto, to produce, save, take care of, treat, transport, and own said products, and housing its employees, the following described land in 
Eddy County, New Mexico to-wit: 

TownshiD 25 South. Range 26 East. NMPM 
Section 17: NW/4NE/4, E/2E/2 
Containing 200.00 acres, more or less 

2. Without reference to the commencement, prosecution or cessation at any time of drilling or other development operations and/or to the discovery, development or cessation at any time of 
production of oil or gas and without further payments than the royalties herein provided, and notwithstanding anything else herein contained to the contrary, this lease shall be for a term of three years 
from this date (called "primary term") and as long thereafter as oil or gas is produced from said land or land with which said land is pooled hereunder. 

3. The royalties to be paid by Lessee are: (a) on oil, 1/4 of that produced and saved from said land, the same to be delivered at the wells or to the credit of Lessor into the pipe line to which the 
wells may be connected; Lessee may from time to time purchase any royalty oil in its possession, paying the market price therefore prevailing for the field where produced on the date of purchase; (b) 
on gas, including casing head gas or other gaseous substance, produced from said land, and sold, or used off the premises or for the extraction of gasoline or other product there from, the market value 
at the well of 1/4 of the gas so sold or used, provided that on gas sold at the wells the royalty shall be 1/4 of the amount realized from such sale; while there is a gas well on this lease or on 
acreage pooled therewith but gas is not being sold or used, Lessee may pay or tender as royalty, on or before ninety (90) days after the date on which said well is shut in and thereafter at annual 
intervals the sum of $1.00 per acre, and if such payment is made or tendered, this lease shall not terminate and it will be considered that gas is being produced from this lease in paying quantities. 
Payment or tender of said shut-in gas royalty may be made by check or draft of Lessee mailed or delivered to the parties entitled thereto on or before the date said payment is due. Lessee shall have 
free use of oil, gas, coal and water from said land, except water from Lessor's wells, for all operations hereunder, and the royalty on oil and gas shall be computed after deducting any so used. 

4. Lessee, at its option, is hereby given the right and power to pool or combine the acreage covered by this lease, or any portion thereof as to oil and gas, or either of them, with other land, lease 
or leases in the immediate vicinity thereof to the extent, hereinafter stipulated, when in Lessee's judgment it is necessary or advisable to do so in order properly to explore, or to develop and operate 
said leased premises in compliance with the spacing rules of the New Mexico Oil Conservation Commission, or other lawful authority or when to do so would, in the judgment of Lessee, promote the 
conservation of oil and gas in and under and that may be produced from said premises. Units pooled for oil hereunder shall not substantially exceed 40 acres each in area, and units pooled for gas 
hereunder shall not substantially exceed in area 640 acres each plus a tolerance of 10% thereof, provided tbat should governmental authority having jurisdiction prescribe or permit the creation of units 
larger than those specified, units thereafter created may conform substantially in size with those prescribed by governmental regulations. Lessee under the provisions hereof may pool or combine 
acreage covered by this lease, or any portion thereof as above provided as to oil in any one or more strata and as to gas in any one or more strata. The units formed by pooling as to any stratum or 
strata need not conform in size or area with the unit or units into which the lease is pooled or combined as to any other stratum or strata, and oil units need not conform as to area with gas units. The 
pooling in one or more instances shall not exhaust the rights of the Lessee hereunder to pool this lease or portions thereof into other units. Lessee shall file for record in the appropriate records ofthe 
county in which the leased premises are situated an instrument describing and designating the pooled acreage as a pooled unit Lessee may at its election exercise its pooling option after commencing 
operations for or completing an oil or gas well on the leased premises, and the pooled unit may include, but it is not required to include, land or leases upon which a well capable of producing oil or gas 
in paying quantities has theretofore been completed or upon which operations for the drilling of a well for oil or gas have theretofore been commenced. Operations for drilling on or production of oil or 
gas from any part ofthe pooled unit which includes all or a portion ofthe land covered by tbis lease regardless of whether such operations for drilling were commenced or such production was secured 
before or after the execution of this instrument or the instrument designating the pooled unit, shall be considered as operations for drilUng on or production of oil and gas from land covered by this lease 
whether or not the well or wells be located on the premises covered by this lease, and the entire acreage constituting such unit or units, as to oil and gas, or either of them, as herein provided, shall be 
treated for all purposes, except the payment of royalties on production from the pooled unit, as if the same were included in this lease. For the purpose of computing the royalties to which owners of 
royalties and payments out of production and each of them, shall be entitled on production of oil and gas, or either of them, from the pooled unit, there shall be allocated to the land covered by tbis 
lease and included in said unit a pro rata portion ofthe oil and gas, or either of them, produced from the pooled unit after deducting that used for operations on the pooled units. Such allocation shall be 
on acreage basis-that is to say, there shall be allocated to the acreage covered by this lease and included in the pooled unit that pro rata portion of the oil and gas, or either of them, produced from the 
pooled unit which the number of surface acres covered by this lease and included in the pooled unit bears to the total number of surface acres included in the pooled unit Royalties hereunder shall be 
computed on the portion of such production, whether it be oil and gas, or either of them, so allocated to the land covered by this lease and included in the unit just as though such production were from 
such land. The production from an oil well will be considered production from the lease or oil pooled unit from which it is producing and not as production from a gas pooled unit; and production from 
a gas well will be considered as production from the lease or gas pooled unit from which it is producing and not from an oil pooled unit In addition to the foregoing, Lessee at its option is hereby given 
the right and power from time to time to commit said land or any part or formation or mineral substance covered hereby to any cooperative or unit agreement or plan of development and operation, and 
to any modifications thereof, which have been approved by the New Mexico Oil Conservation Commission or other lawful governmental authority. In such event, the royalty payable to Lessor 
hereunder shall be computed and paid on the basis of the oil or gas allocated to such land under the terms of any such agreement or plan of operation, which basis shall be the same by which the 
royalty due the United States or the State of New Mexico is computed and paid. This lease shall not expire during the life of such agreement or plan and shall be subject to the terms thereof and said 
agreement or plan of operation shall be filed with the New Mexico Oil Conservation Commission, or other lawful authority, and Lessee shall record in the county in which the leased premises are 
situated, an instrument describing such agreement or plan of operation and reflecting the commitment thereto, and the same may be recorded either before or after the completion of wells. 

5. If at the expiration of the primary term oil or gas is not being produced on said land, or from land pooled therewith, but Lessee is then engaged in drilling or reworking operations thereon, or 
shall have completed a dry hole thereon within 60 days prior to the end of the primary terms, the lease shall remain in force so long as operations on said well or for drilling or reworking of any 
additional well are prosecuted with no cessation of more than 60 consecutive days, and if they result in the production of oil or gas so long thereafter as oil or gas is produced from said land, or from 
land pooled therewith. If, after the expiration of the primary term of this lease and after oil or gas is produced from said land, or from land pooled therewith, the production thereof should cease from 
any cause, this lease shall not terminate if Lessee commences operations for drilling or reworking within 60 days after the cessation of such production, but shall remain in force and effect so long as 
such operations are prosecuted with no cessation of more than 60 consecutive days, and if they result in the production of oil and gas, so long thereafter as oil or gas is produced from said land, or from 
land pooled therewith. Any pooled unit designated by Lessee in accordance with the terms hereof, may be dissolved by Lessee by instrument filed for record in the appropriate records of the county in 
which the leased premises are situated at any time after the completion of a dry hole or the cessation of production on said unit In the event a well or wells producing oil or gas in paying quantities 
should be brought in on adjacent land and within 660 feet of and draining the lease premises, or land pooled therewith. Lessee agrees to drill such offset well or wells as a reasonably prudent operator 
would drill under the same or similar circumstances. Lessee may at any time execute and deliver to Lessor or place of record a release or releases covering any portion or portions of the above 
described premises and thereby surrender this lease as to such portion or portions and be relieved or all obligations as to the acreage surrendered. 

6. Lessee shall have the right at any time during or after the expiration of this lease to remove all property and fixtures placed by Lessee on said land, including the right to draw and remove all 
casing. When required by Lessor, Lessee will bury all pipelines below ordinary plow depth, and no well shall be drilled within two hundred feet of any residence or barn now on said land without 
Lessor's consent 

7. The rights of either party hereunder may be assigned in whole or in part, and the provisions hereof shall extend to their heirs, successors and assigns but no change or division in ownership of 
the land or royalties, however accomplished, shall operate to enlarge the obligations or diminish the rights of Lessee; and no change or division in such ownership shall be binding on Lessee until thirty 
(30) days after Lessee shall have been furnished by registered U.S. mail at Lessee's principal place of business with a certified copy of recorded instrument or instruments evidencing same. In the event 
of assignment hereof in whole or in part liability for breach of any obligation hereunder shall rest exclusively upon the owner of this lease or of a portion thereof who commits such breach. If six or 
more parties become entitled to royalty hereunder, Lessee may withhold payment thereof unless and until furnished with a recordable instrument executed by all such parties designating an agent to 
receive payment for all. 

8. The breach by Lessee of any obligation arising hereunder shall not work a forfeiture or termination of this lease nor cause a termination or revision of the estate created hereby nor be grounds 
for cancellation hereof in whole or in part In the event Lessor considers that operations are not at any time being conducted in compliance with this lease, Lessor shall notify Lessee in writing of the 
facts relied upon as constituting a breach hereof, and Lessee, if in default, shall have sixty days after receipt of such notice in which to commence the compliance with the obligations imposed by virtue 
of this instrument. After the discovery of oil or gas in paying quantities on said premises, Lessee shall develop the acreage retained hereunder as a reasonably prudent operator but in discharging this 
obligation it shall in no event by required to drill more than one well per forty (40) acres of the area retained hereunder and capable of producing oil in paying quantities and one well per 640 acres plus 
an acreage tolerance not to exceed 10% of640 acres ofthe area retained hereunder and capable of producing gas in paying quantities. 

9. Lessor hereby warrants and agrees to defend the title to said land and agrees that Lessee at its option may discharge any tax, mortgage or other lien upon said land either in whole or in part, and 
in event Lessee does so, it shall be subrogated to such lien with the right to enforce same and apply royalties accruing hereunder toward satisfying same Without impairment of Lessee's right under the 
warranty in event of failure of title, it is agreed that if Lessor owns an interest in the oil or gas on, in or under said land less than the entire fee simple estate, then the royalties to be paid Lessor shall be 
reduced proportionately. Should any one or more of the parties named as Lessors tail to execute this lease, it shall nevertheless be binding upon the party or parties executing the same. 

10. Should Lessee be prevented from complying with any express or implied covenant of this lease, from conducting drilling or reworking operations thereon or from producing oil or gas there 
from by reason of scarcity of or inability to obtain or to use equipment or material, or by operation of force majeure, any Federal or state law or any order, rule or regulation of governmental authority, 
then while so prevented, Lessee's obligation to comply with such covenant shall be suspended, and Lessee shall not be liable in damages for failure to comply therewith; and this lease shall be 
extended while and so long as Lessee is prevented by any such cause from conducting drilling or reworking operations on or from producing oil or gas from the leased premises; and the time while 
Lessee is so prevented shall not be counted against Lessee, anything in this lease to the contrary notwithstanding. 

IN WITNESS WHEREOF, this instrument is executed on the date first above written. 

Whitten Guitar Witherspoon 



INDIVIDUAL ACKNOWLEDGMENT 

STATE OF ) 
)ss 

COUNTY OF ) 

This instrument was acknowledged before me this day of , 2004, 
by Whitten Guitar Witherspoon 

My commission expires 
Notary Public 

ACKNOWLEDGMENT 

STATE OF ) 
)ss. 

COUNTY OF ) 

This instrument was acknowledged before me this day of 2004. 
by as 
for 

My commission expires 
Notary Public 

INDIVIDUAL ACKNOWLEDGMENT 

STATE OF ) 
)ss. 

COUNTY OF ) 

This instrument was acknowledged before me this day of 2004. 

By 

My commission expires 
Notary Public 
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Susan Vierra 




