STATE OF NEW MEXICO '
DEPARTMENT OF ENERGY, MINERALS ANDRABYRAL RBs@uReES
OIL CONSERVATION DIVISION

APPLICATION OF BASS ENTERPRISES PRODUCTION CO. FOR AN ORDER
AUTHORIZING THE DRILLING OF A WELL IN THE POTASH AREA, EDDY
COUNTY, NEW MEXICO.

CASE NO. 13367

MOTION OF BASS ENTERPRISES PRODUCTION COMPANY
FOR AN ORDER RE-INSTATING APPLICATION FOR PERMIT TO DRILL,
AND DISMISSING THE OBJECTION OF IMC MINERALS/MOSAIC POTASH
TO THE JAMES RANCH UNIT WELL NO. 93.

Bass Enterprises Production Company (“Bass”) hereby moves the Division for an
order re-instating its Application for Permit to Drill its proposed James Ranch Unit Well
No. 93 approved by the Division on September 15, 2004, dismissing the objection of
IMC Minerals to this location and vacating the hearing in this case, and in support of its
motion states:

1. J.C. Mills and Francis Family Partnership, Ltd. is the surface owner of the
NE/4 NE/4 of said Section 7 and an interest owner of the oil and gas minerals located
under these lands. There are also thirteen other mineral interest owners in the NE/4 NE/4
of Section 7, excluding Bass Enterprises Production Company, which own mineral
interests, including potash reserves in the NE/4 NE/4 of Section 7. Bass also has a potash
mineral interest in said Section 7.

2. Bass Enterprises Production Company is the current lessee of a valid oil
and gas lease from all mineral interest owners covering the oil and gas mineral rights
under the NE/4 NE/4 of Section 7, Township 23 South, Range 31 East, NMPM, Eddy
County, New Mexico. Copies of the Oil and Gas Leases from the mineral interest
owners to Bass, are attached hereto as Exhibit A.

3. Bass proposes to drill its James Ranch Unit Well No. 93 in the NE/4 NE/4
of said Section 7 and, on April 14, 2004, filed an Application for Permit to Drill (“APD”)
this well at a standard location 660 feet from the North and East lines of Section 7. Bass
proposed to drill to a total depth of 14,610 feet to test the Lower Morrow formation.
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4. Since the proposed well is within the designated oil/potash area as
described in the New Mexico Oil Conservation Division/Commission Order R-111-P
(“Order R-111-P”), on August 19, 2004, Bass notified all potash lessees within a mile of
the proposed well location of its intent to drill. IMC Potash Carlsbad, Inc., now Mosaic
Potash, (“IMC/Mosaic”) is the only potash lessee within a mile of the proposed well
location.

5. On September 15, 2004, the Oil Conservation Division approved Bass’s
APD, Bass’s approved APD is attached as Exhibit B.

6. The owners of potash reserves, and Bass, as holder of oil and gas leases
covering this property, have reached mutual agreement for the development of the
minerals under this land whereby Bass will drill for and develop the oil and gas under this
land and the potash resources under this property, if any, can thereafter be mined.

Attached hereto as Exhibit C, D, and E are affidavits from Stacey Mills, a beneficiary of

the J.C. Mills and Francis Family Partnership, Ltd., Larry Eudy, Trustee of the Angela
Leigh Simpson Starrett Management Trust, and Dottie McLaughlin, agent for Southard
Properties, supporting the application of Bass for the drilling of the James Ranch Unit
Well No. 93.

7. Although IMC/Mosiac does not own potash mineral rights under the NE/4
NE/4 of Section 7, on September 17, 2004, IMC/ Mosaic filed a written objection to
Bass’s proposed well with the Oil Conservation Division’s Artesia Office. In support of
its objection IMC/Mosaic’s Mine Engineering Superintendent stated:

I find you in error approving any APD within an LMR. R-111-P states
“Any application to drill in the LMR area, including buffer zones, may be
approved only by mutual agreement of the lessor and lessees of both
potash and oil and gas interests.” ....You must rescind the APD approval
for this well immediately.

8. On September 18, 2004, the Division’s District Office rescinded Bass’s

APD. A copy of the Division’s September 18, 2004 letter is attached hereto as Exhibit
F.

9. Order R-111-P makes no provision for an LMR determination when the
proposed well is located, as here, on fee lands nor does Order R-111-P authorize a potash

lessee to designate a Life of Mine Reserve (“LMR”) area over lands not leased to that
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potash lessee. See Oil Conservation Division Order No. R-9990, Finding 11, attached
hereto as Exhibit G.

d 10./ In this case all mineral interest owners, including the owners of the
unleased potash interests underlying the NE/4 NE/4 of Section 7, as well as the surface
owner, have consented to Bass’s drilling of the James Ranch Unit Well No. 93 and
desires to have their oil and gas minerals developed first and in preference to any potash
reserves underlying said property.

(/ (11 There is mutual agreement of the owners of the oil and gas minerals and
the potash minerals under the NE/4 NE/4 of said Section 7 for the drilling of the James
Ranch Unit Well 93 and the provisions of Sub-part G(e)3 of Order R-111-P, the
provision cited by IMC/Mosaic as the basis for its objection, have been met.
Accordingly, Bass’s APD was improperly rescinded and should be re-instated per Order
No. R-9990. See Exhibit G.

12.  Bass has followed the provisions of Order R-111-P, subpart G(e)(2),
which requires it to provide notice of its intent to drill to all potash lessees within one
mile of the proposed well location as provided in sub-part H of Order No. R-111-P and
Commission precedent. The APD of Bass should not have been rescinded. Bass is
entitled to drill the subject well as proposed with a representative of IMC/Mosaic present
during the drilling, cementing, casing and plugging of said well to observe conformation
with all requirements of Order No. R-111-P. See Exhibit G.

13.  Based on the facts of this case and clear Commission precedent, the
Division should dispose of this matter without hearing, immediately order the re-

instatement of the drilling permit for the James Ranch Unit Well No. 93, and dismiss this

case.
WHEREFORE, Bass Enterprises Production Co. request the Division:
(1)  apply the precedent established by its Order No. R-9990 to the facts of
this case;
2) re-instate Division approval of Bass’s Application for Permit to Drill the
James Ranch Unit Well No. 93; and
3) dismiss the objection of IMC Potash Carlsbad, Inc/Mosaic Potash to this
proposed well location.
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Respectfully -submitted,
HOLLAND & HART 1ipr

»

By:

William F.{Carr

Ocean Munds-Dry

ATTORNEYS FOR BASS ENTERPRISES
PRODUCTION, CO.

CERTIFICATE OF SERVICE

I certify that I have caused a copy of the foregoing pleading to be delivered to

Gail McQuesten, Esq. Attorney for the Oil Conservation Division by Hand Delivery, Dan
Morehouse, Mosaic Potash by facsimile [Fax No. (505) 887-0589] and to Charles C.
High Jr., Esq., Kemp, Smith, Duncan & Hammond, P.C., attorney for Mosaic Potash, by
facsimile [Fax No. (915) 546-5360] on this 22nd day of November 2004.
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.. .. .OIL AND GAS LEASE , ' B ‘

THIS ACREEMENT mide oo BEH. duy ofur JULY, ._ 19.8) ... tetwesn

w212, 0. BRY)RL. Tndividua)ly.and. 2s.. Independent Executrix of the Fstate of R. E,... .

e BOY1R . D2caased , )
‘lessor {whether ona or more), whose address Ii: P, 0. Box 10, Midland, Texas 79?02 . ¥

ond...Belco. Batroleun.Corparation Y ———,

1. Lexar, in copsideravion of the sum of Ten Daollars ($10.00) and ather pood and vidusble conaideralion, ruceipt of which I3 hereby scknywledyed,
and of the covenins and upyeemenls of lessce hereinafller contained, duts hereby grant, loasa and ler uniu leaseu tha land covered heteby for the pRIpOey
and with the escluzive deht of exploring, drilling, mining 2ad vperating fur, praducing and owning oil 10a g3, Including eatinghead gas, easlagheud garo.
fine, condensats and all rolajcd hydrovsrbona, and Including alt viber products produced thecewith, hertinafier wignud 1o culleetively us “gaid minorals™,
togcher with the right 1o make surveys on sald land, lay pipe lines, establish and uiilize facllities for surface or subsucface disposa) of s:dy waitel, cunstruet
roads and bridsvs, Jig canals, build (unks, power statlons, telephone lings, ¢mployce houzes and piher structures on &uid land, necessary or uselul in lessee's
opcrations in exploziag, drilling for, produclng, weallog, storing und \ransporting said mincraly produced [rom the land covered Aereby of 3ny. other ind

adfacent therein, The Jand ¢overcd horeby, hereln calied “sald land™, is locawed in the County nf...Eddy,___ ........ e Siate of L NEVL MEXICO.. ...,

pnd Ig descsided as follow;;

NE/4 NE/4 Section 7, Township 23 South, Range 31 East, N.M.P.M. .

(Notwithstanding the provisions in paragraph 3 herein, it is agreed that where -
the fraction 1/8th appears within said paragraph 3, that the same shail for the
purposes of this lease be deemed to read 1/4th)

.

Thi Izase 10 covers snd includes any land Iy 16 or adjolning (he land above described, ather whan thoss canglitutiag repular governmental subx
divisiony, 3nd (3) owaed ot elaimed by lessar by limitarion. prescrlptlon, poswersion, reversiun or unrecorded inatrument or (b) 3 1o which lesios has 2
peelerentlal sight of acquisition, For the purpoxs of determining the smovnt of sny bonus, delay remtal or éiher payment hercunder, sald land ahall bo

deemed to contain.. 80 ....... . acres, wheder acwlly congainlng mare o Iest, and the ohave recital of scrage | 1r0¢k shall Lo o d 1a be th
e ;:.‘my theteol. Three 13 years ef"?eciwe ‘hEOlTl rﬂ-ﬁb-éf ' b Tn any lioct s cemed ta iy

2. Unloss soones terminaisd of longer kept In force under oihver provisions herof, this feow shall remain in Totve 107 3 te1m oGy

ntifyoerrtranibhe
, heralnalier calied “primary jerm™, and asleng thereafier ay operationa, as hezeinafte: dsfined, pr2 sonductsd upon siid land with no cesatlon
for more than nincty {90) consegutive days. ]

3. As toyalty, Jeaace covenants and sgrees: (o) To doliver to the credic of Kesaor in the pipe liae to which tessee may eonnect s wells, 1he cqual ope.
elr;mh part of 3l oil produced 3nd Javed by lcssce fiom 3afd land, or from rime 1o tm, at the aption of lessee, bu pay lesror the average ported markol pricc
*ol such ope<iphth part of xuch oif at Whe wells a3 af the doy it Is tun ta the pipe line or storape lanks, bewor's iatorass, in eivhes casw, 16 bear ens<ighth of
the cost of wreating ol La rgades it marketable gipe finc all; (b) To pay lessor 64 gas and casinghead g3 praduced from swd land (1) when suld by Jessee, one-
cighth of the amount rcalized by letsec, computad ot the mouth of the well, of (2) whén used by 1egsec off 3310 Jand or In the manufaciure of gavoline or
other products. the market vatue, al the mouih of the well, of ans<¢ighth of such gas and casinghead g35: (<) T puy lessot an all oher of said minerals prox
duced and marke(ed of wilized by Jeszee (rom said Jand, onesenih either In kind or the market valuc thereol at the well, at lesae's clsction. 1f, ut the expina-
{on of e primary term of al any time oy times hercalter, those is any well on said land o7 on dands with which 52id 1and or any purtiun thercof has becn
paoled, eapadle of praducing oll ar pas, and all such wells ats shut-in, this leaw snall, ncverihclcss, continwe In fon:e as though apetatlons were being conduc-
ted on 3id Jand for 36 long s wid wells arc “hul-in, and therealier this leave may be continued in furce ax if 00 hut-in had occurred. Lessee covenants pnd
agsces to use reazonable dilipenta to praduge, uiilize, vr market 13id mincraly cupable of being produted [ivm sig wille, butin the exervise of such ddigenca,
Ie1see shall noi be nblipledFlo Install or fumich {aqililies other than well iacllitics and ordinary lease facilitics of Muw lines, séparator, und lease wnk, sad
shall not e requircy to serlle labor 1rouble ar ta market pas wpon lerms unsceeprable (0 losser. I, av any Ume r times 3fier the capiration of the primary
tesm, all 3uch wells are shut-in for a period ol nincty (90) consevutive days, and dusing gueh lime there are no oftativas on suid land, Wien aL on elaie the
capization of 53id ninely-day periad, lessee shull pay or tender, by check or drafq of levser, 35 royalty, a sum equild 10 the amount of annuyl délay ental pros
vided for in this leaze, Lesse shall make Sike puyincols or 1eadzisal or befuse the end uf Gach anniversary of the expiration of wid nineqy-day period if vpon

2uch anniversary this leass i being captinued in forve sulcly by reasen of the provisions of this pardpsaph. Each sich payment ur tender shall be mado 1o the -

partics who ot the time of paymeni would be entitled to receive Ihe royaltes which would be paid uinder this fease i€ the wells ware producing. snd may ba
deposited In the deposifory bank provided for below. Nothing herein shall impair keasca’s right (9 1eJvase ax pravided in patagraph 5 hercot. In cveny of

assimment of (M lexm in whole of in part, liability far payment heecundzr shull rest sxelusively on the theR ewnce ur ownets B (s kage, scvézally 31 lo
screage awaed by each. .

4, Lossce 1s heseby granted the riphi, at I3 opilon, 10 paol or upilize any land covered by thix lease with any othar lanid covered by 1hjs lease, and/ot
with any other land, lsase, or Jeases, a1 to any or 3ll of sald mincrals oy horizani, vo as to cshablish vnin containing nal mare than B surfacs avres, plus
10% 3cruage \olerance; paovided, however, units may be aiablished ax 1o by one OF Mose Morizona, ar exining iwits may bo enlarged as 10 any ONG uf more
horizans, 40 a3 to coplain 1ot more thor 640 surface acrta plus 1056 agreage tolerance, if Jimlted to one or maore, of the fullowing: (1) gus, uiher has casing
head g, (2) liquld hydrocarbony (condensalc) which are not liquids in Ihe gubsueface rescrvair, () mineials produced fjom wells claiificd s gas wells by
the copsrvation agency having jurisdiclion. If facger unita than 3ny of thuse herdin permitted, &ither at the tne 24iablished, ap sfer enlarEEMEnt, 316 roe
quised undat any govemmental le or order, for the dalling or operation of a well at a regular| 1, Of for ¢biaining maximum allowsbile Trom any well
10 be drilied, dnlling, ot already drilled, any sueh unil may be established ot enlarged 1o confurm 1o e site rsquiced by auch gavernmental o1der of rule,
Leyee 1hall exeicize 5354 opilon as ta cach desired uakt by €xecuyng an instrumcnl idenifying such unit and filiag it fof securd in the public office in which
Vhis l2ase U recoréad. Each of raid opltions may be exercized by Jousce al sny (Ime and fram sime 10 tim¢ whilc this lease js in farge, und whether before or
after producdon has boen catablishud cithet an xaid land, or un the postion of s1id lind incleded i the wnit, or on siher Lind unitized therewith, A unil
€t1ablished hereunder shall Be valid and effective far all purposer of Wit lcase cven though thére may be mineral, soyalty. or keasehuld jnterests ia lands
withln (A6 unit which are agt ¢(fectivcly paoled or unitized. Any operations conductcd on any par of such unifised 1and shad! be considered faf 3% PUIPULES,
cacepl the paymens of royalty, operations conducicd upon said 13nd uadcr this Jease, There shall be allacated v the land caveied by this itaso within each
sueh unic that propertion of the total production of unitized mingrals fvorn the unit, after degucting any used i leuse or unil operagiuns, which 1he Aumber
of surface acrus in such Isnd covercd by this lease withln the unil bears @ s W1al number of surfacs acresin the unit, and tie peoduciion 10 allocatgd

shall be considercd for all purpasey, including payment of delivery af royalty. averriding soyalty and sny athes ¢aymenia aut of pioduction, 1o be theentire

production of vhitized minerals [tom the, Jand to which allocated in the same manner 24 though produced Ihessfrom under the tefms of this 122, The ownes
of the reversicary calald of any term royally of mineral eatale agren that the accrual of rayaliics pursuant 10 this puiageaph o1 of shut-in roy siies flom &
woll oo the unit shall satiyfy any Umlwtion of jcmm requinng produciion of oil o gas. The furmation of any unit hercunder 1hall ot hove the eifecy i exe
hanzing of ranzferclng any lnierest under this leage between patics. Neither shall it impale the righy of lesaee 10 release 35 provided In paragraph § hersof,
except Lhaf 12452 1aay hot 30 releage u1 10 fands within 3 unit while there arc opeqatiany thercon for unitized minezals unless sl puoled Yeases 3rc soleaved ga
10 lands within Lhe oait, At aay time while tis lsass in in forge leszes may dissobve any unit establithed hereundst by fiting for 1eeid in e puble uffice
whete this Jexsa is recorded a declaration 1o shat effeen, if a¢ thar \lme no Operations are being conducted theredn fat unitized minerals. Subject 1u the prow

- visions of this parazzaph 4, a unlt onte cstablithed hercunder shal} remaln Lo forec sa tang 5 any leass wbjcet ¢ ezeio shall remasn i furce. 1€ this ease now

or herealier covera scpasale (racis, no poaling or unitizauen of royalty injeress ss belween ny such wpatale Lacts iglnended or chall be implied ue cesult
mesely from 1he Inelusion of sach wpasate tracty within thils lcava bul leasce shall nevertheless have the IERE 16 paul uf unities us provided in 1hi< paragsaph
4 with cansequent aliowation of production as herein provided. As used in this pasagraph 4, the wards "separits act™ megn afy teach wilh royahyy vwaer-
shlp diffcsing, now ot Rercaftar, eithet as 1o partics or smounts, from that a8 1o any othes part of the Ioused fremiscs.

s.

letioc 0 oz belors ald _dal: shall, subjecl 0 the further provisions hereof [aY, p¢ lender 1o lessar or a2 credit in e,
~diidland Hational Bank al hi ana' ’l’exas de —ee Lonils s

which ghall conunue st the Gepoaliery, regardicas of changes in ownership of dclay vental, royultics, or oiher maaeys, the sum of $40..00
which shall operaiz aa delay tental and cover the privileen af deferring vpetations for one year (rom said dais, In ke mannor 3nd upen LIke paymente ar
tendery, openstions may be [urihet deflorzed for likv periods of ons ycar cach during the primuwry 1erm. U 2t any vme thal lessee pays ot tenders delay
featal, ray:lties, ar glher moneys, 1wo of more pariles ars, o1 claim (o be, entitled to rrceive ame, Rusce nuay, in lieu of any other encihod of paymsnt
hereln provided, pay or lender such rental, royaliies, or othcr mancys, in the manner horcin specified, either jeintly to such patiics or wparaiely 10 eath in
seebrdance with (heir Teapective ownerships thereal. 23 lessce may clecl, Any payment hercunder may bo made by chevk of dralt of lessee deposited I8 the
mal or dellvered (o fenor or 1o the depmliory bank on os defore 1hs last date (or paymenl Said delyy rental shiall be apportinaable as 16 5378 lyad on an
acreage basia, sand a failure t0 make proper payment of tender of delay rental a3 10 any purlion of suid lune or 3 |0 any intervst theaein ahall noe afivet
Lhi3 1314 a1 to any portion of gaid land or 31 Lo any {Rlerest thers!A as o which propet paymunt of tendsr is made. Any puyment ur (enfer whivh 15 made
In an atlempt 1o makc proper payment, but which is erroncous in whale ur In past 33 (o partics, amouniy, uf depository. shall nevertheless b sufficiont to
E;cvy:n! tezmination of this 1ease and 10 exicnd the time within Which eperations may be conductcd in the 53m¢ manncr as though a ptuper paymeng had

¢N mads! provided, howsver, foace ahall cortect swch crror wichin thisty (30) days aficr lescee hus tevcived ‘vrivien nodge thvrcol ryQm fegsor, 1€ (e de-
positery. bank should refuse (@ dccept any 1ental tendured hereundsr, the tender nevenihsless dhall be {ully cf-cetive and Jesmee shall have no obligatian {a
mMake any fusthies [sadsr or payment in connecion thecewith unal altes lessog hall have futnished lesste with a0 instrument Satishaeioy (o lesse naming
anather dank as agent (o recelve such paymeat, Lesode may at agy lims and fsom (ime fo Lime execue and deliver 10 lussor ot (e for fecard o release of
tulcasey of (hs leass a4 to any pat ot all of wid Yand og of any mineral ot hosizon thejeunder, and thereby bs reileved of alt obligations as 10 the released
aceeare oc Interzsl, [ (hlg lease is s0 yeleased 33 10 all of a1id niinerals and horizons under p pordon of wid land, the Jelay rentd and geher paymnly com-

Led In aceordants (herewidh shall tberoupon bo educed in the proportion that the acreage rlmscd bears 10 the 3e1eape which was covaped by this lease
mmediztely prioe 10 tuch rclrase, y .
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peratlons are not ducted op 33id land an or before the first anniversary daie hereof, this lease shidi terminate as Lo batl parties, unless .
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6. 1l aLany lime of times dutlng the pelmary term operationy are condutted on ald band and i ol operations ase discontinued, this loase shall thero-
afier (ermlinate on its pnniversary dale acxi tollowing 1he ninciicih (90th) day afior sugh discanlinudnce unless on or before such annlverary dare loisce
eliher (1) vonducss eperalions or (2) commences 01 resumcy the payment of iender of delay rental! provided, however, §f such snnivessary )18 1s a1 156 cnd »
of the primary 1wrm, ar il iherc Is no fusthier annlversary date of the primary 1erm, this lease shall lermlnate i (he ead of such term or on the ningticlh
(901h) duy aVier disconlinuance af all operationy, whichuver is the lalér dale, unless on gich luter dale vither (1) legsee ls condugting vperstions or £2) the
shut-ln welt puvicions of paragraply 3 or the provisiens of paragraph 11 ar¢ apnlicablc. Whenever uscd jn Lhis kease the waid “apcralings™ thall mean opera-
tions for and any of ihe (ollowing: deilllag. tesling, campleting, (¢working, recompliciing, deepening, plupging bick or repalring of & well in sc2rch for of in an
endravur to obuwsin production of oil, gas or other of sala mingrals, or the productiun of cil, gas 61 c1her of raid minesaly, whethet ot nol In paying qaaaiitics,

7. Leste shall huve ihe use, (1ee from ruyalty, of wawet, other than [1om fessar’s water wells, and of oll and gas produccd (1om 3aid 1and ia all apera
liony hereundir. Lassee thall have [he fight 3t any fime ia remove all mpchineey and fixiues placed an sald band, including the right 16 draw 3nd remove
casing, Nu well shall he driled nearee 1han 200 {ect to the house of harn naw on sald land without the conseal of (he lessar, Levses shall pay fos damages
causgl by ils wperadiuna 10 uwing cropa and limber on safd land, : .

A. The righis and estate of any party herelo may be awigned from \lme to time in wholc o in pard and a1 (o any of sald minecals or horlzons. AU of
the covenaaty, abligatjions, and conaiderations af 1his lcase shall éxtend la pnd be Biading upon the particy lreecto, thele heles, wecessar, asalons and success
lve awsirng, No change or divisian in the owaceship of said Lindl, poyadlics, delay peatal, ur other moneys, of any part thereol, Aawsoever eifectcd, shil tne
crease the abligations ar diminish (he rights of lessee, Including, bul nox limited (o, the location dad drlling of wells and the measursment of praduciion,
Notwithsiyading any other aciual oF construcrive knuwledie of-notice shereaf of ar b Joveg, lts sucecstary oc s3slzng, no change or divislon:lo the ownership
of nid land o5 uf the royaltles, delay 1enia), o1 o1her maneys, O the nphi 10 2essive the ;ame, hawsoever eifccied, shall be binding vpon 1he 1hen record
owner nf thivlease nmil (hiny (30) days after there has bevn fuznicshed 10 such recard owadr at ha ar s principul place of business by Icsar or lessor’s heigs,
WECByLY, Ut AENg, otice of such change o1 division, suppuricd by cither oripinals ur duly ecelifiedt Copies of the lastrumen(s which have been proporly
Gled (W recosd and which cvideage such change or division, and of such courl records and procecdings. (eansripts, o olher documenis ay shall be pacetary
in the opision of wuch recurd owner 10 ¢stablish the validity of such change or division, 1f any suchichango in awnership accurs by scason of the death of the-
awney, Iviseo orey, nevertheless pay or tender such royaliies, delay r:nwf. ot other mancya, or pan theceol, Lo the credit of the dzcedoad In the depasilary
bank provided for above. In the event of assignment of this Jease as ta any pars (whether divided oc undivided) of sid Jand, the delay reata) payable heres
Uader diall be apponiianable as betwesn the several leashald awners, aatahly accosdiag 1o the suiface ava of undivided inverests of each, And def3ull in dor
Jay ecnial puyment by anc shall nov affece the right of other tagschold vwacrs hesevader. '

9.7 In the eveny ltssor conslders (hat lessee has not complivd wilh afl Jts obligations hescundes, both expreas and mplied, lessor shall notify lessee In
wriling, seWUng ouy speclfically in whal respects lessea hag beached this condract. Lessee shall then have sixly (60) days aftes joceipt of 3ald notics within
which (0 meel vr cummence 10 mees all or any f"' af the beeaches alleged by Icssar, The seevieo af said notlee shall be precedent to the bringing of any
aciion by lessos oo sald tease for any cause, and s such 3cuon shall be brought until the lapse of sinty (60) days fier wevice of such notice on lesice.
Neither the service of said nalice not the doing of aay aciz by lexae ulmed 10 meot alt or any of the allzped broachey ghall be deemed an 3dmission or prev
sumption thay Jescee has fuiled vo pecform all its oblipations hescunder, 1T 1his leasw 'is cancelled for any cause, it shall neveriheless remain In force and
effect a¢ to (1) sufflcical acreage around cach well as (o Which there are operalions \e constitutc g drilling of maximwm allowable unlt under applicable
goveramenial repulativns (buy i nu event leky than forly acies), such acreage 1o be deaipnuied by fessee 4 nearly ps practicablo [n the fonn of a 1quars ecne
tered a( the well, or in such shape ax (hen existing 1pacing culea sequire: and (1) any pory of said land jaciuded in 5 pooled unit on which thess are opetations,
Lessee shall o0 have such casements an 5aid land 3s are necessary (o pperations on (he acreaze o retdinéd.

10. Loswor heredy warranly and agrees Lo defend tivde 10 5ald land against the elaims of all persons whomsoever, Lessor's rights and Interesiy herer
under thall be eharged prlmarily with any mortgages, takss or ather licas, o incerest aAd other chaiges on said fand, but lessor sgrees thal lesies shall have \he
tight a1 any time la pay of seduce same for lessor, oither befape or afier mawelty, and be suhrogated ta the rights af the holder thereof and to dedugl
smounis o paid from toyaltics or owher payments payahie or which may hecome payabie 1o fescor andfior sxsipns under (hin leasc. M thip I233e covers s len ,
inlerest 1 said mincrade, of any ol them, Lo all or uny past of said lund than the entire sad undivided.foe simple esiate (whether levior's ntorest fs hereln spees €
ified or 101D, or nu intere therein, thea the foyaltica, delay renial, and ofher maneys aceming from any part s1 10 which thit lease covars leas than auch - 3°
full inicrest, thall be palid woly in the prapuariinn which the Interest thercln, if any, covered by thic 1245¢, hear 1o the whale and undivided. fee simplo catole- #

“therein. Al sayaliy inlerest covered by thiv feuse (whether or nwt pwaet by lessar) shald e pald out af the roynlsy hersin pravided, This leas shall b °
binding upun cach patty who aaceutes it withwut tegard Lo whethes Ly b execuied by all those pumsd beicin 3v lest

11, I, while this Jeasc it 1n force, an or after the expiration of the primusy term hereof, ii Iy nol being contnued in force by reason of the shulsin well
providans of paragraph 3 hereof, al&d leasee is not ¢onduciing opetations on 3aid land by yeason of (1) any 13w, ordet, rule or regulation, (whelher of not sub
sequenuly deteemined o be fnvalid) or (1) any othit cause, whether aimilar of dissimilar, {except flnancial) beyond the reatonabla control of lessee, the
primary trm and the delay rentad provisions hercol shall be exianded until the Gest anpiversary daie hereol veeuring nincty (90) or mors daya fallowing the
removal of such deliying couse, and this f¢ast may de extended thoreafiet by aperations as if with delay hud not eceurred.

12, Uescar hersby expressly rellnquishes dowee and releases and waives gl vights under and by vicue al the hometicad exempiion taws lnsofar a they
may In any way affect the purpose (or which thic lease is made, . .

I WITNESS WHEREQF, thiyinstrumeal i1 exeeuted on the date fin1 sbove writcn.

RS

stareor_Texas ___ ) INDIVIDUAL ACKNOWLEDGMENT
Lo Ty ) ss, . ,
county oF Midland - ) .

¢ T2Lhe undontipied)y Notary Public in and for said Cogty and State, do Rencby cerilty that _Sweetje . Boyle, Indv..and ag Ind.
xix_fiec, of thé Est. Of R.F, HOyla.os

S dewribed in 3nd Yho

'
‘
. ,
‘

Fersanally known, snd known to ma 10 be the same penon
é;cecu led the foropoing im:mimé_nl. appeared before me this day in person and pcknewledied 1o me B2} S B executed and delivered the same ag.
.I-h&t.. frva and vélun'qry ic_l, and deed, fOF 16 uscy, purpHsps and eonzideration thetoin expreased, [acluding ihe relinquishmeni of dower and homsutead.
':‘- &S -pi\‘l'el!.undel my faisd and official seal ‘mi-_Mm of aluly aeBl - |

d
.

“ta.

PIURIRAN
ot -’r,;':' FaTr .‘---‘\ o e
2,

s

., = O-!. . "‘\ - . . o ’ i
My Comilison'xpiity, /2 ~) 754 an Publls in Za for said Couglfy and State, telding a% -
: , oL e e : ' : 7/

L
' . N . N u ' :
- oL .. oo . . -y . B

“STATE QF . e ) . INDIVIDUAL ACKNOWLEDGMENT
: . ) ss. : : :
COUNTY OF. - b !
1. the undenigned, a Notary Public In and for 1ald County and Siate, do hereby certify that__ -
=nd, « 16 me peponally known, and known (0 me (D be Lh¢ same person—._deicrived In and wha 9
execured the forepoing instrumenl, appcared before me this day in person and acknowledped (0 me that______ he——.. exccuied gnd delivied the same a3 ;
free aad vol y 2ct and decd, for the uss, purposes and ideration thomi cxprehcd.: including tho relinqulshment of dowce and homestvad. i ‘—4~

Glven under sy hand and offieial 32al Lhiswn d3y of. — 119 :

. i .
My Commission Explras: ) R ! . Notary Poblic in end far “Ed Counly and Staie, residing aL '
N » [ 3 '
WHEN RECORDED RETURN T0; 5 Instrument was fUed for record on the ._.L.Z%_u_’__ dy of o

e M ;y.tz/_al_‘ﬁe?_"':o, o'clack é M.,

- . . and duly, recorded in ool Q% . page R afths.

e recosde of 1hha office. .
.. ) . . - Onnnti Clatk
., oot .
r : 3 N .
. . _— y %, AOJ,C’U% i
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PAID UP

[ L . OIL AND GAS LEASE

N ==t it v e

THIS AGREEMENT tade thit.qe.
Jognne §EE3n

SR LI o) - FERL BB 4

8 2 of o ApTil
8524, Widows Mariiie 3. Bail ?f’o“rmgz.l,% Marilie .l

.J8an Ann_ ,Iullx;ﬁxgl]mandmhﬁhband.mﬂhjlljumSteLI;"JamasmﬁA;DeﬂJnja.mnmsi
Sevsus Whi“m ope or more), whose addnew v, 1304 _Linceln Drive, CQP]SbF.:NQW.MWﬁGQ
wa.. B€1c0 Petroleun corporation

wmfradeld),
ngle.man....
88

220

)
St ren e wevm m——

a1

1 ')B.l........ . behwren
WA s e de s

T Ter e IP R vy

>

{ Lessor, In consideration of the aum of Teq Dodlars ($10.0)) and oiher good and viluably; onsideralion, rece),

sd of the covenanta pnd agreemenis ol fower heroinglier gontalngd, doey hereby Erant, isata and Jei unin leasce the |

: and with the ¢xcluslve right of txplorng, drilling. mimng and operalting for, produring and owhing oll and pas, Intludin,

¥ne. condensare and ot roelaied Iydrovarhom, and )ndudln; all other products pruduced {herewiih, hercinalice refer,

tupciher with the right 1 make putvcys vn 1314 lond, lay pipe lnes, establish and uiilize Maclllties for murfaco or

69443 and bridpvy, dig canaly, bull tanks, powet slarons, icTephane (laes, employes housex and other siructuges
operationa fn explaring, drilllng for, producing, teealing, storing and (ransposting suid minerals produced from

4djosknt iherelo, The land covered horeby, bersin cullcd “said Land™, is ocated In the County of.....Eddy

and tovere

on 3ald land, necessary oy
the lsnd covered horvby or any oiher land

and iy doscrided an fallowy:

M.

v . et b v,

. R ... Township 23 Sauth, Range 31 East, N.M.P:
' R o Section 7:-NE/4 NE/Z

"o X

. be deemed to read 3/16ths, )

' Sipe
'
T

. .
P N S . . .

L Y .
h

prefeiontial tight of acquj

dtcmed 1 :nmain.....4.0.................::Ns. wheihr wlugity tantaining more or iew,
| . Jnue acreage Mhereof, ' . .

2. Unloys souner 1erminated
date hesvof, haveinalier ealled “primary term™,"and 23 long thescal
for mor¢ thawy nineyy (90) conresyiive days,

other prenucts, the masket vajue, at ihe mouth of (he well, of one<cighth of such gas and c3 dnghead

PSRy

. acreage owned by cach,

Yo be diilled, diilling. of alyeady Srilled, any such unit may established or enfar,

such unht that prapetiion of the Infal praduednn of up

where this lease |y cecorded a declurativn ta hat effcet, if ot thar time no orerlivna arc Yeitg condu

3. Il aperatlonn are not eonducted on 3ald land on oF before e Gt anhiversaty dat

Anerican Bank of Carlsbad . Dank at Larisbad, New

ized minerals from (he ume, altee dedugting aay
of surfase acres in sueh Jand covered by hiv lease within Uic unit bears (o (he total aumber of puyglace
shall ve eonsidertd fae all purpakey, including oaymeny or delivery of tayaley, svernding soyalty and 20 i
droduction of unitized minerals from the Yand (o which: pllecated in the same manner ay though produced 1h

Thls lease alsa cavers and (ncludes any lnd conllpuons lo o adjnining ihe fand above dewcritad, tahee than thoss
dwisiuns, and () owned o1 thimed by lanor by limilation, preschplian, poskssion, CYeIsiuh or unrecorded ingj
Mdon, For it putpose of delennining the amaunt of sny bonu;, delay ‘temaal or other

expisaion of said minely-day period, froee shall pay nr iendcr, by eheck or drafy of levsee, 23 tayally, a sum eyual |
viged for in this lease. Lersee shat) make dike Paymenls or wendere at a7 bedipe the £nd uf each saniversary uf tlie ex,
such annlyersyry this fease iy being conlinued in foree olely by reason of the brovisrons of this paragraph, Each su
Basties wha 21 the time of payment would be'entitled o receive the rayaliiey which would he paid sades Whis lo
deposited ln (hc depasitory Bank provided for below, Nolning hescin shal) Impaf lousee’s Fight to refeass as s
" salpnment of (Nis lesse in whole or in parl, Yidbility fur payment hescunder shyli rept exclusively on the then o

d 1u conform w the size
Lessre shall extrcise 1aid oplion ap 10 each degired unlt by exacuung pn mmumnlﬁwnlmlng Such unis 3nd fili
Ihly lesse 11 recorded, Each ef said opllony may be exercied by feyaca al shy tlmo and from time ta dme while (il
. alter nraduction Mas beon esiablithed elther on wld land, of un (ke partion of said Jand included in the upl
N ¢stablihed hercondet shall be valld ang sffee(ive for il parpasca of thia lcase tven ihough there maybe m

iany unit b

.

Mexico

.o .
3. A» mayalty, fessce covenanh and agrees: [a) To deliver 10 the credin of Jossor In the ripe line 15 which lessce ma

Gifhlh past of all ol) produced anQ saved by lessee from said land. or from time to Lime, at the vplion of Icasee, ta pay iess
® of such przwighth part of such ol al the wells an of the day it {1 run (@ the pipe linc or xarale fanks, iotar’y lntorest, in either ea
the co9t of teating oil {0 tcader it macketstile pipe fine ail (b) To pay lessor on 33 and cavinghead 33 produced from said |
s<iahth of the amount realized by jesser, vemputcd 31 the meuth of the well, or{2) when vicd by lessee off sald land or

from wells classi
blithed, o2 afier ¢
ot for obisining maxlmum aw.

inezal, royal
within the unit which pre not effcctiively pocied or unhtized_ Any operaiion) conducied on any part of such unilized

ENtTpl the paymept of sayalty, operations conducted u on 3ajd land under IMis lease. There thall be alloealed 1o ¢
ope) ﬂ

! excepl that Iesee may not so release g 1o landy within 3 unil while drere acc Spseanions thercon for unitired minerals yaj
[ Io Jaads withie e unlt. Al wiy dme while thas Ie3ac 43 in Corgs tuzses moy dissolve 30y whit enablidwdihe

(Notwithétanding thé'pmviéions in Péragraph J herein, it js agreed that wh
1/8th appears within said Paragraph‘ 3, that the same shall for the purposes

and the phove reehial of 2Cre0ge In ny Uset sk
: 1

or tonges kept In force under other provislony hereof, thia jease shall femain in foree for a term of
ler 45 operations, as hereinalter dafined, are eonducied upon said

sad tand o1 any postion
2 thouph
ul-in had

a the smouni of an

4. Loswee It bereby praned (he right, a1 fis option, 1o pood of unilizg any Yand covered by thin leasc with any ether Jand
with any oiher fang, Iease, or leases, 23 1o any or 3l of Baid mincraly v horeeony, 3@ a3 to ceiablich unj
}O% acreare Inlerance; provided, hawever, unily may be calablisheq ax 10 3ay one of piore Norizons, or Brisling wnsls may be e
; horizons, 30 u3 10 contain nol moye than 640 surface scres pluy 10% acreage tolerance, lflx‘mllcﬂ {0 one ot mate of (he follewi
' bead gas, (23 liquld hydrocarhony (condentale) which are nat liquids {a the lubsurlace petervoit, (1) winsraly produced

he conkervalian agency having Jurisdiciion. VL larger unlin than any of thase hercin permiticd, tithes ‘st the time cala
quired under any govermental rule or order, for the Urilling or gperstion of A well 31 a repular Jocation,

ts containing nol mui

or the avegy,

In the man

heol €3¢ (c) Torpay lessor o sll olh
duccd and markelcd or utidjred by Jeasce fram said Band, ane-1cath ciher in kind ar the markee valug theteal ol the well, a1 fessee's cle

tion of the primgry teem or ai any time or times thersalier, there i any well on 5id land ar on l3nds with which
poolcd, capable of produclag 6il or pas, and all such wells are thut-in, this fease shall, neverthelcs, coniinug in force
ted on sald and for 1o fong 25 538 weily are “hut-in, and- theeafise this leane may be continugd in force at il np sh
DRIECY 10 use teazunable diligence Jo pruduce, nlilicc, or market said mineraly capable of being produced 1o 5aid welly,
Tessec 3hall nat be obligsied tn Inol) or furnish facilitier othzr than well Facidities and otdinary Icae facililles f
shall nol be required (o seule labor towble ar ta narked gas ugon (erma upacceptabite o lessce, 16, 3t any Vme of
levm, all such wetls are shutly for & petlod of nincly (90) consecutive doy s, and during such 1ime therelses np oper

1y, orlepy
I3hd shall be cony
he land covered by thig le.
wsed in lcase or ynit operat

Stala of ..:N en. Mexica

e

A
L
,

e Yozsee, WITNESSETH:

pL of which Is hereby acknowlsdzed,
rered hioreby fng ihe purposes
g Casinghead gas, casinghuad gagon
red o colleelively ay Vsaid Mincrols”,
walet, cony(pue(
vaeful in foume'y

sonstituting regulas govarnmrnial ube
rument or (b) 31 1o which lessor has &'
Payment hérevader, said land shall de

| be decmed 1o be the .
ve (.

XXK00) years Srom ihe
any with no cessation

y connhect ltx wells, (he equal oner
81 posicd markey price,
3¢, 1o beaf ong-cighth of
znd (1) when sold by lesser, anes
ulfaclure of gasolino or
g5 of s3id minernls pro-
clian, 11, at Whe expira
theseof hap been

opthtiens were being conduey

ovevticd, Leswer covenants and
bui I the exercire of such diligencs,
flaw liney, separatar, aad lepse un&. snd
Wmes afier the expirasion of the riniary
aulens an wid fand, then an or before 1he
nval delay renial pro-
pitstion of 23id nine1y-day perod if upon
Ch payment or leader
a5t if (he wells w
fovided in pay

Mall be made 1g the
o1t producing, and may bo
a813ph § hereot, In eveat of
WhEr of ownees Of ihis ivage, saverally as 1o -

qoveied by Wiy lease, and/or
re Biah B0 sufface acrey, pluy
nlarged as o any one or more
ng: (1) gas, other than casing
fled as g34 wells by
obatpement, are res
sble from any welj

fand unlilzed therewith, A unjy

shotd Inlesesinip landy
idered foy al) urposes,

2ee within cach

erevndet shall aol have (he cffeet of ex-
Ssace Lo release

A3 iovided in vargiaph § hereof,
¥ povled leasca yre releawed 33

£y

tcunder by filing for re

: cled thercan for uniticed Ininetals, Subjact to the pro-
Viiom of thls paragraph 4, » unit osce Satablished hereunder hall remain in fargs sp long at any lease subj l}
OF hereslier covees sepatale 1racty. po pooling or upitizstion of zoyaly interssis ar belween sy such sep,
H nmigsely from the incluion of uch separale trecys within this lease dul losate ghall nevesihatess Mave (he nizh

€ with conwequent allocaton of production as hercin provided. A used in this parapraph 4, thy wprdy ™
ship differing, faw ot hegenfter, tither as fo Pasties or amounts, from that as Vg any uther part oT e |

ect thereto ahall remain in force,
te {racts leintended of
\ o pool of unjlizc a3
SCparale 1ract™ meah any trac) Wilh
cMsed premises.

¢ hereol, thia leass ahall tomninate ay 16 bolh panles, unlesy
A Jemsze ‘on or befors sald dalo shall, subject tg the ficther provigiony’ hereol, pay ot tender (o l¢ 107 o |

this [rase now

sholl be implied o1 reauly
Pprovidty in this patagraph

royally awmey.

\0 leasor's credit In the

msil or dclivered 10 desrar ov o the depusitory bunk on of beforc the last dajo for payinent,

relcases of Lhin leasd a3 fo mny prrl o all of gaid land or of any minesal o7 herizoa thecvunder, any

Immedralely print 19 such release,

v
o, ’ . N I - o [t ' Lo

TN . : [PER

R AR '

f .
O S T L Pt I
Tt ‘ .
N >

. Said delay ren
scresgt basis, and a Tl 1o make Propes psyment or tender of delay rentsl A lo any portlan of said Ua

, . , I
which sholl continve aa the depository, repardless of Shanges In awnership of delay ental, royaltles, or other mone
which thald operats ws delsy rensal and cover the brivileze of deferting nperations (or one Year from said"
wndery, operalions may be further defersed for like periods of bpe year cach during tha gritvary term,
rental, royalties, or other moneys, two or Mora pasties are, of claim ta be, entilled o receive e, Je:
herzin prgvided, pay or cndep such tonlal, sayalties. or pther mancys, in the manner herein aerifizd, either joinlly to such patlits op s
sccordance wath their vespeetive awngithips thereof, ay foaree may slccl, Any payment hereunder may be |

da\e,
iIrat

Mada by eheck or draff of lesyee o

y
’

"

|

e
[ |

anner g3 though
fen notice (icreol

y fully, effective and lesssn shall havs n
mako any further tender ot Paymenl in connoction therewith unul aficr teysor shall havo furmiched Jenes with an iy

anolber Dank s wgont to receive Wich payment Lessce 1aay al gny Lime and from time Lo time cnecute and Geliver lo lensof ur (da Lo

thershy be relieved ol
3ereags o7 Interest, JF inls lease is 10 veleased as to | of Said miasralt snd horzane undes a pordon o[ saiditand, thy del.

ay replal,
uted In atcordance therewlth sha) thérsupon be teduced in the Propostion that the atreagy relessed by

an o the acreage which

e

gy,

12 shall be spportionable as 1o
and or a1 la gny interest fh
13 myde, Any payment bs \ender
shall neveriheless be sofficien ;' to
3 propef paymeni had
l'l%m lcll%l. ICbe o

1 68 LS uccemayy,

% the sum of § . 40,000
ke manner and upo
any Unie that Jessro pays os 1cnden delay
33e¢ may, in tiew of any oiher meth

n {ike paymeonis or

od of paymepg

patately 1o cach |n

epasived in the
said Juid on an

ereln ghallwot aflget

‘whith iy mnade

'] oblig:ﬁm‘ »

frument Jatiaf: y (0 lespee

e

b-Ho3

socoed 3 release or
il olligpilions 83 \n the feleased
and oIhcy paynienis Cony-
Was covarud by Uris beaps -
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of this lease
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472 6. 1f ut any ilme or (Imea during U primary levm operations 378 conducted on 3a/d land and If 2t operatons aie discontinued, thig leaz shall thoso-
afier terminaie on li anniversacy date asse lullawing the ninstieth (90uh) day wlier quch dlstantinvaace unlci on or befors 1uch annivejsaty date feace
¢lther (1) conducts operatlons of (2) commances of icsumes (e paymeni o/ tender of deluy rental; pravided, however, if Juch annivelzary dale Iy ag (he ¢nd

of the primary term, or {F (herv Is no (wechar snnivetsary dase of the primary term. this lease shull waminate bt the ead of such enn o1 on the ninzlicth

(90uh) day aficr discontinupnce of ol operutions, whicheves is the baier dure, unlesr un weh later dare withar (13 leasee Iy condusting operativns or (2) the

shut-la well provislons of parsgiuvh 3 or whe eravisions of pacagtaph 11 aic upolicable, Wheasver used In this leaw the wiard “npoeruriins® ahall moan apein

(ions fof and say of the folluwing: driling, laating, compleling, teworking, rcaomtfmintg. drepening, plupging back.or jeparing of a well in search Tor o5 18 an
endeavor 10 oblaln praduciloa of uil, gas oF other of 3aid minerals, or the producilun ol gil, gua of othor of 38id minerale, whether o fot In paying quaniliies. |

, 7. Lessee thall have she vsc, (ree from cayally, of waler, other than from feuer's water wolly, and of oil and gas produced (ram 1ald land ln all epers

tons herewpdor. Lesste shall have (he right at any time 1o remove all mathineey and liviures placed ap said Jand, including e right 1o dsaw and temove

' casing. No well shall ne dniicd nearer than 200 feer 1o the howse or batn hew on #3id land wilhoul the consent of the lessur. Legwe shall puy for damyges
t 1 c3uskd by {15 operations 1o grewing craps and timber on xid land. . .

8. The cights ond cslate of auy pusty herelo may be auslgned from time 1o time in Whalz of In pant and ax/to any of said minegals or horizens. Al of
(ke covenanis, obligations, snd consideratlons uf I3 least shali exiend 10 and be binding ujion the parcies hereta. thelr helrs, suggessors, ssalgns and success
ve anigns No change of divition ln e awaeip of 33id fond, Tuyuities, detay r2alal, ot viher mohsys, o iy patt vheredl, huwaoever efiecied, shall ine
creass tha obligalions or dimyahh the rights of lessee, jncluding, but not lintitzd to, the Jocatlen and drilling of wells and the measurcment of produciion.
Nalwilhswapdiag any other actua! of ¢omitructive Knowledpe of patice thetcof of af 1o tessece, i3 sugcesor oF pwigna, nu Chanygo of division in the owacrship
of said land ar of the royslues, delay tental, or other moneys, or e tighl W rscive 1he swnc, howsoever ellcgied, shall be binding upon the then jecord
awner of this lexse vailt thiny #30) days alie there Ras beeq (yenished 19 3uch recotd wwaes 34 his ot its principal place of busincss by lesaor or lestor's heiny,
succosson, of aasigns, nulive of such chunge or division, supparied by eilher originals ar duly cenified copics al (e instruntents which have been propedy
fited for recard and which evideate such change ar divislon, and ol such ¢ourt r2co3ds and pracesdings, 1aniesripis, oF other ducumenta ux shall be neceyary
in the gpinion of such reeard owner 1o culablish the validity of such chanpe or division. | any such ¢lunge in ownership 0cgurs by tepson of the tlegth of (he
owner, losace koY, novertheless pay a¢ tender such rayalties, delay roatul, ar other maneyl, ur par) (heseol, 1o the cciit of the decedent la the depostiony
bank providcd for abeve. In the event of assignment of thiy Icasa sy (0 any purt (whether divided or undivided) &f 3aid lond, the delay rontad puyublc heser
wnder shall be appartionable as bewween the seyeral leasehold owacrs, taably accqeding 1o the pueface arca or undivided intereats of eavh, and default in de-
lay renial payruent by ons shall nol affect the right of viher leaschold ewasn hereunder.

. 9. 1In the svgnt leszor GONdidurs (hal lessce hay not complied with all jiv obligations hereunder, both express und implicd, {2saur shall noufy lcasee In
writlng. s¢tung aul spacllically in whut respecis loasve has bicached thiy vontract. Lessce shull thea Rave sisiy (6D) daya alier receips of 3aid natlee within
which 10 mict or commenes 19 meet Al or any part of the breaches dllegod by lussor. The servive of 33id nodce shall be precedent 10 he bringing of any
gclion by leasor on sald lease for any cause, and no such action yhall be braughe ynlit the pw of sixly (60} days afler seevice of awal notice on lesxe,
Neither Ihe scevice of said notice nur the doing of any acls by lessee uimed (o meet all or any of the alleged breaches shafl be do J an sdmision or pres
sumplivn That lessee has Tailed 10 perfonm Al its obligations hereunder, 1 this lease {3 cancelled for any ouss, it shal neveethelest remain in fuice and

* effect ap (o (1) sufficiens acrrage aruend cach weld as 10 which there ate uptrations o constituiz a dilling o raaximun yllowible vajt unides ypphicabic
governmenial regulutions (bul in no event lusy Than forly agres), sueh 3cicagd tu e Gusignated by lessec 35 orarly as practicable in the foum of o squate cem
tercd af \he well, or in Juch shupe a3 then cxisling spacing rules tequire; and (2) any part of 2aid land Included in a puoted unlt on whiclh thore are opezatinng,
Leaire shall alie have such caxcments on said land a1 are neceisary (0 Operations on the acreage 1o wtainey, V"

10. Lesior hereby warrants and sgeey to defend 1ide 1o 1318 land gainst the cloims of all persons whomsoevee. Leswor'y Jighis and inieresis heres
under shall be charped primurily with any melgages, 19xey ut ather liens, or inlerest and other charges on sald land, but lessor aprees that lessee shall have the
righe at any lime 10 poy or reduce same fop Jessur, eilher before or afier mywiity, and be subrogaled ww the tighls uf the holder thercol and 19 deduct
>mouniy sq paid from royallics or other paymeals payable or which may hecome payable 10 lessor and/or dasigan under this tease, i this lease covers 3 less -
{ncerext in ssid minetals, or any of them. in 2l or any part of said fand than the encice and undivided fso simple estate (Whe ther leasor®s iaterest is herein spees
ified or not), or o interea therein, thon Whe soyales,"delay rental, and other mansys oCtruing from any pait a o which this Iease covess leas than such
full intesest, shall be paid only in the proportion which the intercat therein, if any, covered by Lhig o352, buars 10 the whale and undivided fen simpls ¢atata
thestin, All royally intesest cavered by Lhis lepze (Whether ar not owned by leasur) sha)l be paid out uf the royally bereln provided, This foase shall be
tirding upan 2sch party who easeutes |1 withouy segard 1o whether it Is cxcculed by all those pamed hesela as lessor,

11, M, whilo this Jease ks in force, a1, or after the expication of the primasy term hereof, i1 is not being eontinued In force vy reazon of the shulsin well
provisians of paragraph 3 hereol, and lease s not condugiing opersiions vh 3id 1and by reason of {1) any law, vider, rule vr regulalion, (wheiher ot nut yob
sequendy delermined 10 be |nvalid) os {2) sny other causé, wheher slmilar of dissimilar, {except finangipl} deyond (he reasonzble cunirol of lessce, the

' prioyary 1esm and (WS deluy ventdd poovisions hercof shall be extanded unil the fisst snniversary date hercof occuring ninety (90) or moie days follawing the
smmoval of Juth delaying dause, and 1his lease may be exlended ihereafier by operations nt if such deluy had nok ovewrred,

. 12, Lessor hereby expy

may In any way affeet the pu

1h

dower ynd releases and waives all rights under ond by Vistue

€ (he homeglead exe
hich this Icase iy made, '

plion lawy Insofar as they

euly Keling
rpose for w

stave oF_New Mexico
' ) 8. L
" counry or__E99Y ) ' ; R
. 1, the undessigned, a Notary Public In and for sald Counly and State. o hereby cenify thal _slean_Bun Tully Stell
md_?_bil]_j_n_s.tell.,_husband____. to me personally knawn, and Xnown 19 ma (0 be Ihe sume perionS,—descriped In and who
efuted the foregoing Intirvmen |, 3opsysiLbiiapames thls day ln person and acknowledped to me that——— L he. o _executsd and detivered the same us
anmmu,, act and i;z#f?ﬂhwu ;xq;om and consideratlon thepein exproasad, including the retlaquishmeni of duwor and homestend,
v:'"uj!?" my mimﬂ'\ Al seal this—

BUFORD L NORRID
E{f 7 ol QTANY PV -HEW HENCO
ROTARY QOND FIRLD W*

My Caramizsion Eupices :

v INDIVIDUAL ACKNOWLEDGMENT

'
|
|
'

My

Nolary Public A and fyr raid County and Stave, rosidity at St .
Carlsbad, New Mexico L

oA e st s 87 \ T . . .
ATEQF___New Mexicg ) : : . INDIVIDUAL ACKNOWLEDGMENT

. . ) ss. . ,
COUNTY OF Eddy .

‘

el tho undeasigned, 2 Notaty Public jn and for 3id Ceunty and State, da hereby cerlily ateaJames G DeRlaisg

9 !_.;__g!"‘\' B - - - o me personally known, and known [0 mie 10 be the same person____described In and who
“m!lé e !_qn._‘.\?ing WERARTNGE AT, SRAN: @ i thia day In person and acknowledged 10 6 thal o he _ executed and delivered th same 33

o 'trow and’ oluglurygrtprd deah fom thy use "’2’3‘”" wnd condden!iaré 9:r=in enpressed, lneludg* e relinquishient ef dower and homestzad,
Givea under o1 bz Gl e3) e f=——day of

*FEVATTTTINTIND VITH SIGRTTALY GP STATRS + 4 vae . . E

wy ChGSE Tl Expires 12-V-10y
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% o STATE OF  Now Mexico .
COUNTY OF___ Eddy

"On this 20

day of

appeared _-J.omn.ez.&’._\mmss__?_mc’m_
to be the person who is (axe) described in and who executed the within i strument

and acknowledged to ma that ~‘ahe

" May in the year 19g) before me personally

known to me.

executed the sape.

QOFFICIAL SEAL .

°n RIS NoRRID

\._.,,;' NOTARY FyBLIC « NEW MEXICO

-

My Cammission Explm!\

ETARY OF STATR

' AR D <

Notary PubYic¢

/ STAYE OF New Hexica

COUNTY DF ddy
) this &' _ N

appeared
to be’ the perScmis) who 1s(are

and ackmwl edged .

day of __Juge 1n the year 19§] , before me personaﬂy

)
.

Cade11) known to me .
escm ed in and who executec( the vnfhm mstrument
ecuted the same.

owmm. SY.AL R C

. )

Al

.My Comﬁi.

G

NOTARY pUBIC -
JOND F'\.ED WITH SECRETAW

-

- .

Notaw—P:BbI ¢

S

ol

Ny Cnmmhmn Enp-res__M_n- . . . .
--H\F -

. STATE OF NEW MEXICO. County of Eddy, sa. 1 hereby certily that this instrument waa filed for rocord on the
M‘-—uw A- DI 19».;’ - nh

in Book.ole.i_. Pnge#ﬂ..... of the Records of.

Sl e vmemcom. CountyClark

_.dqy of N £~

/L—i&...D'OIM..—M-, and duly recorded )
Uf ’Nd %‘mlv-

By.. ALt -Mmbwuv

11/17/2004 YEO 12:15 [TX/RX NO §925] @006
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Lstate o __NEW MEXICO , : :

afier Iermingde on 40y anmvereary datd onal tollowing the mpactsrh (it dav ol1er wili dininfinuance unless on wr biefite such anniverasy dale hwe
cither €1y condugin operatiens 41 12) comnenies 1d teswmes the pavmcal i tesder of delay meatd, prosaded, Bawever, i sach anmiversaty dake ) g1 the cny
o' the prinary term, or it (ASre §s o duriher gnavvisgg date ol the DAmaty Term, $hi leaw, shail sermonale 58 e cod of wd 1emm o wn Ile ninclieth
(9tniny day afier drconiinugone of Jll opetainun, whivhever 1 the 1307 date. vnleny v sl Later date wohes () g fewce oy vl g operations of 12) 1he
shu(din well proviwans o1 puraciaphe) wr the posvpvony of Par3ERPh 11 are applicable Whenever uaed in this leaw the want Toecralinna” Whall inean opera.
tone fisn and any of the Jollvwing dnling, 1osung, complehing, scworking, reaunpleling, devpening, plugping back or tepanng of 4 well 1n aegtch fotutn an
endeavor i nbtaip preduchion af wil, cad or other of sad mancrads, o7 the produgtinn of wl, gas oy ather of wid imincrads, whether or pas i Paying quantities.

7, Lewes shalk have the uae, tive ham vyalty. of waler, oiher than fom Jesar’s water wells, and of ol and £ produced (tom,
o hereuinder. L eved shall have the right st any lime s semve ol mahncry and intures placed on Gid 1and, including die nghi tn diaw and remove
Cing. N well <hall be dilled pearer thae 200 [eer L the house ar harn now an <gsd land witheut the ¢anweni of 1he Iewor. Lewaee thall pay (o1 damagey
vauwed by it aperations 10 ghsang crops and limhet on s3d land. ' )

R The qights and cMals of Y party herets may he awigned fam time tn e wheld «f i part and as \o any of wid mineras ot harizons. Al of
1he euvenanls, whlgahns, 3nd condderaions of jhas Kase shall ealend 1 and tv binding upon the parfire heretn, thes heits, sceessors, abigns and sveeess
we awirns, Novhange oy divistan i the vwnerhip of said bnd, myalues, delay sental, or nther muneys, ot any patt digreal, hawwes or effec led, ahall jne
creae dhe oblicatons or dyinish the nghis of Jessee, ncluding. Mot el hmubed 1o, 1l Jocanon aad dodling o walls 3ad the myassement of prodoction.
Nutuvthatandmg sny nther soiuat er conviruc(ve kanwicdge or nudive theeenf of or (n WaCE, 418 SULKEAMME OF avuiEns, Iy shange or divwian ba the ownersip
of \abd tand nr of \he foyabties, delay rental, ur other mameys, or the NENL 1o ecccive il sume, hawsoguce effecred, viali he bending upon 1hg then recodyd
awnct of thes feaw anlid therty 130) days aticr these has been fernsshed 1 Wuch recard wance an his of 113 priscipal place of business by Ieswor of lessnrs heig,
ST BT, B33P, Aot uf weh WDanpe or division, wpporicd by el angnaly o doly cerhfied copies of 1he inctrumenta which have boen peopcrly
filed for recard 3nd which evideace weh change or divisinn, and of sweh coun records and prwecdingie, Hatwnpis, s wibeer diguments as thall be neLeRmany
I Ihe zpidian o} wivh recosd swner 1 eviaMish the validiry of swuch thangc wr divisinn. If any ‘wih change s awnceship ueeurs by season yf the deaith af the
owner, leswe may, nevertheless pay o tender such royalucs, delay rentll, vy wther maneys, o pait Thereol, 1o the credit of the decedeat in the depotfary
hank pruvided fur shise, 10 the ¢vent ol jcaemncnl ol this 16ase as b dny part (ahether divided of undivided) of saud Land. she delay senigl pay ablc here«
under shall be appartinnalde o Ketwren the everal leachald awners, r413hly gurviding to the wiface area or updimidd sicrests of cach, 3nd default in des
13y renmtal paymens by spy whall nen affegy jhe tight of ather lcachold ownces hertynider, '

800 she vveny eswn cunudens thal levee has not complicd with all {1 shlitarivns horeunder, buth express apd impled. levany Wbl nolily Jeswew in
wnbg, wiine ould specilically n whae Ieapects foseee has breached thiy convraut. [essce shall then have SNy (600 days gl1er reeeit of sald natwee withia
WIHLR o mect wp daddmenee 1 meds all nr any parg of the dreachs alleged by lessar, The acriwe of gud annce shial be precedent 1o the bhonging of any
Nuon by Iesunr on sad fease fur gy cavse, and py wich acfion <hull be hroupht unpl e lapwe af §1v1y (600 dayy alicr <€ories of such aolee un (evece,
Neuther the serviee nf aard nestice nat the demg ol any acta by lesser aimed th meet all ur any ol the allened breaches shall be deemed an admbyin o pres
sumpluia thal fesee has faled 1o perdorm 24 1 obligations hoteunder. I thin 1o I cancelled for any cause. {1 shall nevettheless renan in farce and
etlect e 10 81) wisficiont a tearr anuind each welt av 1o which there are SCRMIRG 10 cvnstiguie a dafling of mavimum allowsble uan wnder appliable
Eevetnmentud reeulylions thut i nn even( lew than ity aeret). <iich 3C360 Lo be deupnaled By leswe 38 neaily av practicsbile e the fopm of o square COn-
tesed at the well, o 18 weh shape 35 then EXIIING spacing e tenuire; and () sy Pl of Wd Lod ncluded 10 a proled uait an which iheee e OPTANORL.
Leswee shall alwy Bove such cawments an sand Land gy 3pe peceaary In npetations oo thc anrcape i relgined. . .

10 Lewwr heredy warrants and acrecs 10 Jefend gle 10 ssid land stamel the clama of i renons whomwwver, Lesa®s nphis and intereus hele-
under shall he charped pramanly with apy MNP, DA o sther liont, ot ihicie and other Chaipes wn sail Jand, bul e aprecs that Jesseg \hall have the
npht 21 any lime 10 paf o reducs ame Tor levor, Sither hefore or aiter maturity, and be subrogated o the nghts of the halder shesenf and (v deduct
amounis < paid fram 1oy aliics ot other paymenis payabie nr which may hocome DAy uMe tn dewwar and it avniens Ynaan This lease, ) this feaee coveds 3 Tens
miceesl in sad mincraks, Urwny ot them., 1 all o7 any patt of wad land than the conre snd undivided fee sinple evaie therher lesua®sintereshan hietern spec:
shicd at Rut), o1 no inlerest thorrin, the (lw reyalier. delay rental, and niher MAREY v accrung from any parl av G shich (his leate eaver leas than such
fult-sngeress, shall be pard only in the profierion which the iniciey thercin, if any. covered by 1 fvase, Feaps 1o 1l While anil updivided fee wmple csisle
iherein. All royalty nterert cavcred by thic leaw twhrther nr anl wened by Iewimd shall be paid ot of the tuyahly heres provided. That lease Whall-he
bindme upon e3ch putly who execuivs I withuut scpard iv whethes 11 I exedinicd by ol thine named herein gu fessor, :

1. If. whidc this fease ivin Farce. at, o atrer the e piration.of (he pamany’ fetm hereaf, it is rat being cunlinued W logce by reason of the shutvn wely
providne of patagtarh 3 herent, and leswe i nal condudiing opcrations un il band By teawn of 1)) any law, wides, ule w iegputation, tshether v nop wh
scquendly Jetenmncd to he invalid) nr 121 any other vause, wheiher umilur or disamilar, (exeept finangial) beyomd 1he peasnabie conteal of levce, \he
premary term and Ihe declay reniyl provisions heseal drall be cxicaded unnl the finst anmiverary daie herraf weeiadne mnety (90 ot more day s (il owang the.
eainvsl of wek delaying canwe. and this lcawe may be entended therealicr by eperanons ab il uch delay hsd por avcusred,

[2. Leswr hereby exprewly relinguishes dower and sclcaves and waives all vighiv undcs and by vitlug ol the hemeciesd r\rmplk;n lawt nofar 2y they
may in any way aflec) e putpusc 105 which this lea<e is made, '

IN WITNESS WHILRI T o this inviromeny is ¢\ecuted on the daie Airst above willen.

INDIVIDUAL ACKNOWLEDGMENT

i’ ) : i ' ) SS, ' ‘ )
COUNTY OF ) . .

V. the undersigned, a Notary Public in und far 321 County and State, dn hewby ovrnly b _James Gordoa. DeRlais,
N . . . « 1o me perunnally known, and known 39 e 1o A the ume peran degrigd in and ~ha
excculed the furegmng Instrument, appearcd befoare me this day in pervon and )knosicdped 1u mé That he eaecuicd and-delivere d theame as,
free and valuntary act and deed, for the usce, rvu:&nﬂ and crnoderation hevein expreveed, inctuding the sclinquithment of descr and humestead.
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;QYAEEBL'W — ) , ' INDIVIDUAL ACKNOWLFDUGMENT &
) . 1SS, i 1KY

COUNTY OF o ) . . ' o

1. the undemigned, 1 Natary Publii ia 2nd for wid County and Siale. gn herchy cerndy 1hat

and N o I me peranally kaawn_and knewa 10 me 1o be the aame prerun e dogntvd in 3nd wha N
executed the foregning intrumenl. appearcd befnre mo this 32y 18 perwn and cknowledyrd e me that e heee trevuled und delivered the Gme FI
free and wojuniary act and goedl, foor the vecs, Fusposes and Gonsgderatin therean eyprened, inctnding the peiniquishment wl gewer and humevicad "-‘

Given undes my hand and of fiesad el thi ooy uf S U t

wo : o ‘ . O

My Cammiesion Explies: . . . Natsey Public in and furand Comnty and State, reviding at j N,
. - N ! . - s A
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w.w . . ..OIL.AND GAS LEASE . . . .

fth

THIS AGREEMENT made ihia ooy of . SW1Y ' L

9.8l batween

...ﬁ;,(:hanles..L.Jnuthnn.d...ini.w.'if.e...n:gne b S0uthard

P IERNTEL o

c310¢ (whether one of mote), whosa sddiess m......E'.....Q....ﬁox._l.l.&:i.....Mi.cl].;m.d. Texas... 19702

™o BELCALPRLEG] EUM.. Corporation .

" leasio, WITNESSETH:.

1. Lesior, in comsidaration of the sum of Ten Dollatd ($10.00)

wnd with the exélualve right of exploring, drilling, mining and operating far, producing and awning off and gax; Including casl

aind other good and valyable consideration, receipt of which Is hersty acknowledged,
and of the covenants and agreemenls of casve hejelnafor contained, does hereby grant, leasa and lel ynio loason the land covered hereby for the purposes -

lagheud gat, canlnghead paso-

line, condensate ond all related hydrocarbens,

und Including all sther products produced thatewlth, heselnalicr referred ta colleclively aa “sald minerly™,

lugcther with the right to Mako aurveys on 320 land, luy pipe Tines,

104d3 and bridges, dig canaly, bulld

opRiaViond In eaploring, dridling fur, prod

tanks, power statiens, lolephene Nnes,
nR, Ytediing,

eatablish and utiluze Mgiliea

ing ond Mranspofting said minessls produced from the land covercd hersby

for surface or Mbsurface dispotal of saly walée, conatruel
empluyco houses and other stucturey on gyld land, Aeeessary or ugeful In leasee's

ar pny gthet land
ddy

adJacent thereyo, The land covescd hureby, hercln callvd “sid land™, lr locaied In the Counly of.

and ks deseribed ey [ollows:

NE/4 NE/4 Section 7.' Township 23 Soui:h; Range 31 Easi:, N.M.P.M.

(Notwithstanding the provisions in paragraph 3 herein,
purposes of this lease be deemed to read 1/4th

This leasa slss emh and Includes a
dbvisions, and (3) owned or clairyi:ed b‘i
ot

profertmtial vight af pcquisitl

-

v

deemed 10 cor 3l v e 80 erencres,

¥

.

ny land coptiguous 1o ax adjolning the land abave desctibed, oiher than th
leasor by fimitation
‘ L g

1t is agreed that where
the fraction 1/8th appears within said paragragh 3, that the same

Stae of . NEW. Mex1co......

shall far the

asa constliuling cegutat govemmental wb-

prescripiion, posseusion, revelsion ot unrecorded. Instrument oz (b) os 1o which lexsar has a
of dstermlning the amounl of a6y bonus, delwy rental o diher payment hereunder, sald land shall be

>

sclually- coatai

\ng mare or Jess, and ihe abave reclial of pcreage la any 1ragl ghall be &umcd 10 ba the

irue acreage thereol. -

2. Unless tooner termingted arlonger kq‘a Qrce uadee other pravisiond Rereal, thig vase shull remun in Corca far g term uvﬁmx)Ol

arestriremthe
Dereipaficr called “primary term™, and 39 long thercaltes as operatlung, as hereinafier dlined, are conducted upon 12id kaind wilh no vessation
fot mars than ninely (90) consctulive day), 4

3, A1 royaliy, [8a3ce covenants and agsees: {2) To deliver 1o the credlt of Jessos In the plpa line 10 which lossca may connect itx welly, the equal one:
¢lghth part of all oll produced and saved by lexsen from sald land, or [rom time 1o time, ol the opilon of Jeasee, 10 pay lossor the average posied markzl price
ol such one-eighth part of such it pt (At sclls as of whe day It Ls run 1o the plpe line or starags tanka, lesior's inlersst, la either cag, o begr one-lghih of
the cont of treating ol Lo render It markeiadie pipe line oi; (b) To pay lessor an gal and casinghead pas produced fiom 120d taad (1) when sold by lessee, ons-
eighih of the amouni reslized by lusser, computed 3t the mouth of the wail, or (2) when ucd by lexsee off 2a1d land o In the manufiture of garuline or

. bthey producty, 1he markal value, st the maufh of the well, of one<¢ighth of sueh pay and casinghead gas: {c) To pay lessar on all uther ol sid minerals prov
duced and morkeied of uidized by leasse from 313 1and, one-lenth cither In Xind or The morkes vauo thereol at the well, 3t Tesare’s dlection. I, Al e expira.
iloa of tha primary Letm o1 af uny vime of times thereafter, thore i any well on said land of on landy with which 33id [and er sny purllvn diereol hay beep-
pooled, capadle of produclng oil o7 gas, and all such wells a1¢ shut-in, this icass shull, neverthelea, conilnue I force 31 (hough operutions were deing condugs
fed on 1aid Jand for w0 loag s said welly ate \hut-in, and theteafier this lease muy be ¢ontinued in Torce 3¢ {f no shubin had oveurred. Lesee covenants and
agrees 10 vk reasonable diligence 10 Jruducg, utilize, or markel a3id miacrals capable of belng p d (rom said welly, but jn the exetvisc of such diligeace,
feasce shall not Be obligated o install or fupnish facilines ather than well facilitics and ordinary lease facilities of luw lines, separacat, and lease (ank, and
shall noj be requized ta seitte labor wouble of 1o Marksl gas upon lerms wacceplable (o lessee. 1T, al any time or tmes after the expleatiun of the priman
tcrm, all such wells are_sht+ip, fot 2 Friﬂ ng‘nwnsfacEm__lku_?uamMu'- sgh vim grre T UpETINYRE D d Tand, Them LAz DSt (g

P 0o hinciy-day peitod, leswe shall pay or reader, by check or drafi uf lewsee, 38 Toyaliy, & sum e4e) 10 the amuunt ol annual delay sentat pro-
vided far bw this Jease, Lessee shall make fiks I:ynumh of 1endcrs al vr befure the end uf each ynaivetsary of The expiration uf said nincty-day perivd 1T vpon
such annlversary ihii fease 11 deing cuntinucd w forge solely dy reason of the pruvisions of this puragraph. Each juch piymsnt os tender shall bc mude 1o the

partiet who at the time of paymeni would be enritled to recelve the royaliies which would be paid under id leasu If the wells were praduging. and may B

deposited in \he depository bank provided for below. Nothing herein shall impair lessee’s right 10 1elvase a1 provided in parageaph 3 hereoll In yvenr af

assignenent of this lease {n whole or in past, tabilivy fuy payment Mreunder shall rest exclusively on the then owner o) owners of this lease, sevcrally as 10
, &reage owned by 2sch. ' .

o

4, Lesseo b hercby prapted the Hpht, 2t 3 opllen, 1o pacl or unitlze any land covered by 1hix fease wilh any othes land covercd by 1N lease, and/or
with uny other land, Jease, o Jemz), 31 to any of 3 of said mineraly of hoslzons, <o 31 10 esrabllch units containing nuy more than B0 surface acres, pluy

10% acrepge \olerance; Emviied. howerer, unily myy be tatadlished 33 10 a0y Dne or more hotizons, or caisling units may be enlatged 31 10 a0y one of mare
horzony, 30 &s (o contaln (7] it li

3ge 0! s
hesd £33, (2) liquid hydrocardons (condenuite) which are not liquids In the subsurface cesesvoir, {3) minetals
the conservadon agency having ferisdiction,
qulred under any governmental pule or order

nat more (han 640 surlace peres plus 10%

ited (0 ane of mare of the {ollowing: (1) g2s, othet thun eazing:
rodured from willa clanified a3 2as wells by

I larges units than any oF those herein permitied, cither at ihe dme established, or aliex enlaigement, are te-

P i)

1o be drinted, drilling, or already drilled, any

. for the driliing of operaticn ol 3 wall av a regular |

. of for

& thaximum allowgble (rom any wel)

such unit nay be esiablished vr enlarged (o conform 10 the sice jequied by such govetamental order or qule.

y

3
J

E

hemn e te i e gt & o e —

R

e

-

Lossoo shall exesclsc said opilon 33 10 ¢xch desired unit by ¢xecuting an invrunent idontifying such wnivand filing it for c¢cond in the gublw affice in which :
this Jeasa in secarded. Each of said opuiony may bo exercised by fsssce at any time and fiom lime {0 time whlle this kease Ly in Corco, and whegher before or
sfier production hay been cytablithed tither on said tand. of wn the portion of 1aid Jund inciuded in the unit, or on other I3nd vnhtled therewith, A unll
eablithed hersundes shall be valid and offective (o alt purpos=s of this leuss tven though thete may be minersl, toyalty, of lepsehiold lateresis in lands

within the unit which are not effectively poolsd or unitized, Any opsralions candugied o any pari of such unitized land shall be cunsidered for all putposes,

¢xcept the payment of royalty, optrations conducicd upon 11id 13nd under this Icase. There shall be allocaled 1@ the

land covered by this [ease within each

such wnil thal propartian of the total productian of unitizcd minerals from e unlt, after deduguag any used in leuss or tnit gperationg, which the numbet

of surfaco acres
shal) be considered (or all pu
ptoduciton of ynitized miacr

in such Jand covered dy. thin keave within 1he unit bean 1o the 19tal number of sv1face acicy in (he wnit, and the produciion 3o allocaled

say, including payment or delivery of royalty, overriding soyaliy and any uther payments out of productivn, (o Be the tatire
» trom Whe land 10 which allocatzd A the same manner 21 though produced \heralrom under the Lenms af (hiy (easc. The pwner

.

of the revensianary estate of sny tenm Toynl(y OF minera) eslale agites thal the aecival of rayallics pursvant 1o this parsgraph ot of shuisin royaltics frosti o .
well on the unil shall 3atialy any limltation of tcrm r8quiriag productlan of oil o7 gas, The furmation of any unit hereundes shall not have the elfeet of ex- ©
changing or transferring any latesest under this leaw batween parties. Neither shalt it impale the gight of ledacc ta 1elease av'peovided in pyrageaph § horvof,
except that lcasca may 1oL 30 teleass 2s 1o [aads within 2 unit while there arc opeptiony thetcon for unitized mintrals unlesy p) poolvd loases are released as

10 13ndy within the unit, Av any sime whils Gris I23s¢ ls Ln force lessee may dinsclve gny unit ¢stablished hereunder by filing for record in the public office -

where L8 leass is recorded » decluratian ta thad effsct, I at that time no opcrations pre beune contducied thereaa far unilized minteale. Subgect (o the gror
vidons of thin paragraph 4, v unlt once catablitved hercunder thall remaln la farce 1o Yong a8 50y Iease subject theréta shall remsain in fosce. 11 1his ease now
.. of herealter coven scparale 1racls, no pooling or unitization of royally Interests zs be|ween any such scpasale (1abts ia Intended o7 shall bo implied o 1esule
+ mersly (rom the jacluslon of wch separane tracts within chis Jeass bul [essce shall neverthelens hyve she right ta pool or wlae as grovived.in this patagroph
4 wath consequent sllotation of production a1 horein provided, Az uséd In this paragraph 4, the woyds “separate A1ael™ mean any tact with toyalty awner-

. ship differing, now or herealter, cither as to parcy wr amaunly, from hal as ta any otheér pust af the leused premiser,

S, If operstions we nat conducted on said land on or before the Nirsl anniverary dale hereal, ihin loase shall Lerminate a5 to both parties, unlex

lemee o oF Mtﬁw‘; J’(‘é Rao Frad{‘asﬂzﬂ 10 the further provisions heraof, pay of weydey HF{&:: o’-yagn‘: %‘%3‘1 the.

Bank at .orils

which shall continue a1 the depository. regaddless of changes by owneiship of delay’ rental, coyaltics, ar oS moneyy, the Jum of 40,00,y
which ohall operate sa delay pennal and cover the peivilewt af delerring operatlons far ane year (rom tald date. In like manner and upon like paymeats or
tendery, operalion) may Ls fusther deferjed for like periods of one year cach dufing (he primary term, If al any (ime thal lesscs pays or iznders delay
rontal, tayaliies, OF other moneys, (wo ot more paslies are, or claim Ia be, entiled to receive sams, Ivsyee may, In licu of any other method of payment
hertin provided, pay of weadet such reatal, 1oyaliics, or other moneys, in the mannee hergin apecified, sither join'lly (0 such parties or separately o each In
awccordanct with thelr reapective ewnerships wkereof, as lessee may elect. Any paymeng hereunder may be inade by chegk of diafl of lesae¢ deposiied in the
mail or Jelivered 10 Jessor or o the dapository bank oa or before the 1351 dalc for payment. Said delay rental sha)t be apponionablie as |0 s3id land on'an
wcreago basls, and g failure ta mate proper payment ar tender of delay sontal 23 10 any pontion of 3aid ind of 41 10 any nterest thetcin shall nol alfecl
thl) (53¢ as to any porlion of said land or 23 10 any Interest thersin a3 (o which proper payment or lender is made, Any paymient oc tender which is made
In an stiempt 10 make proper payment, but which s ¢rfoacous in whole o In part as to parties, amountd, Os deposilory, shall nevértheless be sulficlent Yo
g:n:nl terminatlon of this leav and lo extend the time within which opetations may be gonducied in the tame tnannet ox (NOURh 3 praper paymeal had

N madc; pravided, howerer, lessee hall correet such creor within thisty (30) days afier lessce hay reccived wrilien nodee thereol fiom leazor. I7 (he de-
pository bank should refuse to sccepl any tental tondered heccunder, Ihg tendar pevertheless shpll be fully effective and feaséo shall have no vbligatjon lo
rake any {urthor landeg OF pyyment in cannegtion therewith untl afier letsos shall have {utnished lessee with an inaltument gatisfaclaty to leswd Autning
»hother Dank a3 a32Al tO Tevelve such paymenl. Lewsee may at any lime and from tiine ko lime execute any dellves 10 Jeasor or fike for secord a releage of

rolesses of Iha Jcase 31 16 any pasi of sl of taid band o of any mincral or horizon thersunder, snd (hereby be retieved of all obligations 31 10 the telcased
acrcage of Interesl. IT thin dease it 30 geleased us 19 all of said minerals and horizons unger 2

882

®

. I pottion of wid land, Ahe delay rentdd and ather paymeniy ¢oms
ruu in p2¢erdance Lherewjih shall ahercupun be teduced in e prap (hat the 1 d bedss 10 the avicage which was covesed by His lease
Immedistcly prior 10 oeh rciease, .
. . . \ ' .
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€ If ot any tme or timea during tha primay tetm uperations are canducicd on tatd land and (€ all operations are discantiaued, Wis leave thall Wheres
afier terminaic on ity annivetsary date,nest lollywing the mincticth (901h) day afier sich discondnuance unless on or Before Juch xaniversary date leswe
<lthier (1) conducts operalions or (2) commences of resumes the payment or \ender of delay rental; provided, hawever, If wch anivessary date ds 31 the cnd
ol the primaty t=em, or il (hete s no further anniversary date of the primary tsean, thic loase shall teyminate ac the ead of wch com ge ga ha plneticih
{301h) duy alter discontinuance of all vperations, whichever Ia the laler dae, unlesy on such later dale cither (1) lessce Is conducting aperatiom or (2) the
shutdn well provisions of paragraph 3 or \he provisians of paragraph 1) sre apslicalle, Whenever used in this leaws the word “‘noeratinne’ shall meon apers-
toos Car and any of the following: dsilling, tesving, complziing, seworking, ncumPltlinz. duepening, plupging back or repaiting of a well 1 search (o4 of in an
endesvor 10 ob1ain prodeciioa of oll, prs oc giher of sald minerals, o the prod of oif, a3 or avher of 1aid minerals, wheiher of nov in paylng quaniliics,

7. Lessce shall have the vie, free from royally. af waier, other Ihan from lessor’s wales wells, and of oil and gay produced fram.2ald 1and in ali opers-
Hanx hereunder, Lesse shull have the right 31 any Ume 10 romavt alt machinery and fixiurcy placcd on said land, Including the right 1o draw and temove
casing. Na woll shall be drilled nearer than 200 fect 1o the house of barn now on said land without the consent of the Jessor. Lessco shall pay [or damager
caysed by its gperations 19 growing ¢ropt and timber on said laad, . .

8, The rights and estate of any party horeio may b2 assigned from time (o fime In whole or In parl and a3 1o any of 2ald minerala of horlzony, All of
the covenants, obligalions, 3nd considerations of this leasc shall catend to and be binding upon tha partics herste, Uicir Neir, svecesson, anlgn and success
. 1 ive astigna, No change or divhion in the owaetship of paid land, royaliies, delay reatal, o vther moneys, of any part thereof, howsocver eficcied, shall ine

o’ ersawc (he abligauons ot diminish (he gighis af lessee, including, bul ol limived to, the Tocation and drilling of wells and the messusemeni of production.

't

Nolwithsianding any ether actual or cansruciive kaowlcdge of nolice thereal of or 10 l¢szee, 1ly'successory or auipny;no change ar division in Whe ewnership
of sxtd land or of the royalties, dclay renlal. or other moncys, or the rghl 10 recelve the same, howsotver effecled, shall be binding upes the (hen regard
awncr of this deaxe watil Ahinty {30) daya afier there has been Turnlshed 10 auch record owner at his of its principal place of business by levsor of loasor's heird,
s JUGCEIROIL, OF ALENT, aotice of Such changs or division, suppofied by cither eriginaly or duly ecriilied coples of the instrumenty which have been peovery
¢ filed for recard and which cviderice guch Change ot divislon, 3nd of such conrt 1ecordy Ind proceedings, LanicApl, or INs2 dosumeats 33 thall be necessary

. }a the apinion of such record owrics (0 t3tabnish the valisity of such change oz division. 1€ shy 3uch changt in ownenhip peturd by reason pf the devih of the
. i owner, lessee may. pevoriheless pay of 1ender such royaliics, delay runtal, or othcr moncys, ur part thepeof, (o Lha eredit of the decodent jn the depovitory

) bsnk provided for above. In the event of assignment of this lease 33 16 any parl (whether divided o1 undivided) of soid land, the delay rental payable herer
. . . undet shall e apportionable as bejwesn the scveral leasehold owners, ratably according (0 the swiface ares of undlvided Interests of eaeh, and defaultin de«
. {ay fental paymeni by one shall noy affect the vipht of other leaseheld owners horewnder. ' v

; 9. la the event lessor conidens that lesiee hay nol complied with all its obligatians hesunder, bath exprets and Implied, lessar shall aotlly lcaes in
. wriling. setting ovt apecilically in what sospects lessce has Breached s contracl. Leseed thall thon have gixty (60) dayr alter seecipl of sajd dolice wilhin_
' \ r which 1o meot o7 commence 10 megt all of any part of the breaches alteged by lessar. The sepvice of said notice shall be procedend (0 the bringing of any
. aclipn by lefsar on s3id lease for any cauge, and nd such aclion shall be brovghs vntit the tapac of alxty (60) days aler service of such nollee an leasce,
Ncither the gegvice of said notice nor the dging af any acts by lesser aimcd Lo meel 3\ or any of the alleged Hreaches shdl bt deemed an admissiun OF prov
sumpuion that lossee has failed (0 porform gl (es abligations hereynder, If this lease (s cancellcd (or any cause, 1t 3hall neveitheleas remain In {otce and
. elfcct a3 to (1) safficknt acreape around each well a3 to which Lhese are opcrations 1o consliwie § ddlling or maximum allowable ynit under applicabls
. ‘ govciamenial regulations fbul 1A no cvent less than forty acres), such sereage jo be designated by lpxsee a1 hoazly as practicable In thu form of » square cene
tored a1 the well, oF in such shope as then exiziing spacing rulos require; and (2) any part of xaid Iand jacluded in 3 pooled unit on which thére sra opcrations.
Lcaser shall aiso have such cascmenis op said hnp 33 ar¢ necessary 10 operalions on Lhe acreage so rewined, | [§

. 10. Lessor hereby warrants and ggrees 10 defend tille to 33ld Jand sgainyt the claims of ail persons whomsoevey..Lessor's righls and Interesta Neped”
under shall be charged primatily with any Prorlgages, taxea ar other Jiens, of Interest and o1her chatges on sald land. but lessor aprees thal lessee shall have the

t fight 3t any Hime {o pay or reduce xame for \essor, eiher befors or sfter maturity, and B¢ Jubiagaled 10 1he rights al the holdar thersof and lo dpduct J
amouniy 10 pald from goyalliey or olher paymenis payable or whith may hecomu payabie (0 lcxaot and/or asigna undey thiy Jease, I this Jeaso covera v lese
interest In gald mineraly, or any of them, in all or any part of taid land than the enuire and undivided fee simple eatas (whethos leylor'y Initrest i hereln apec-
. Ificd or not), e no intereat hereln, ihea the royelties, delay renial, and olher moacys 3ctruing (ram any part &3 16 which this (case covor lesa than yuch
4 full inderest, shall be pald only in Wi propartion which the interest thertin, if any, eavered by \his Jease, bears to the whale and wadivided fee simpie eslain
L ' thertin, All royally inleresl covesed by (his lease (whather of Aot owned by Jessor) shall be paid out af the royalty hercin provided. This leaso shall be
hinding upon each parly who exccuics it without 1¢gard 16 whether it Is executed by all those named heicin as lessor,

11, If, while 1his fesse is in force, a1, or afier the expiratlon of the primasy (¢tm hereof, it ls nol being continued {a force by reason of the shut-ia well

' pravizions of paragraph 3 hercol, snd'lessce is not conducting opcralions on said 1ang by réasen of {1) any law, oxder, nule o1 segulslion, (whether or not b e
. scquenily deicrmincd 1o be lavalid) or (2) sny ether cauve. whether simliar or disaimilae, & finaneial) deyond the reasonablo control of lesyeo, the -
primary tcrm anA the defay 2eatal provisions hereol shull be exiended until the ficsl anniversary dale hereof ocouting niacty (90) of more days following the
yemaval of vuch dolaylng Cause, and this jrase may be extonded theraficr by aperations as if such delyy had net occumred, .

may In any way affect the purpose Tor which Lhia lease [/ mide.

' : JTNESS WHEREDF. thi¥Jnstrument iy éxeclied an the date fIrst sbove wrillen. . ' .

12, Leaver hereby cxpreadly tclinqubshes dower m@e:m and walves all rights under snd by virtue of the homesteud exemption laws Lasolas w they

ey

les:y . Southard

.a

' N yene 't Bouthard ‘
s glae . . W
< 2 :
R — : ‘
1 o b I S . , ' . )
- e : ‘ ; . - :
L ' ST/ 15!:‘-3?2.;42315_ ‘ - ) B INDIVIDUAL ACKNOWLEDGMENY
' ’ - ' ) ss. Coe ' . : < N

county oF _Midland __ ) . ' .
{. the undenipned, 2 Natary Public la aad (ot mid Counly and State, 4o hereby cerilfy that ~, '
ax_Jrene |, Southard . . . 0 mo penenadly known, and known (o me (o be the same person. S described In snd who * . |-
sxecutsd the forsgolng lastrument, gppeared belore tma (his day [n parson and acknawledzed to me wau__t.m,gL_euew 14 gnd delvered the 1ama o1 .
their.frea and volusiaty sct and deed, for he urey, purporct and consideralion therein expreased, Including tha sellagulshment of dowes and homeaiead.
Glven under my hand and offickl yeal 1Ot duyor July 0.4 . :

My Commizlon Eaﬂm:."z -2 .‘/5’ .

. .
H AV, . . N

Loe

'

v . ' N
'
H

e Vo Yot V02

' STATE OF_ : y e o INDIVIDUAL ACKNOWLEDGMENT  F¥
“ ) $s. ‘ ' - f,
COUNTY OF > ] . | v T o r
1, Wbt undeysigned, & Notary Pubtic in and for safd County snd Stais, do hereby cestify thay
e : ! and 10 mo p Uy known, and knuwn i me o bo (he 1AM PerIOR e described In and, who Qa <

exocuted 4o forcgoing Instrumani, appearcd balore me thla duy In porson ang sckaowledged to mo thal . A&’ uxecuted and dollvored the smons O

-t

free and voluntary act and deed, {or Lha wses, purpass sad conudZérstion thertin expressed, Intluding the relinqushment of dowag and homesiesd. \\
Glven undet my haed and official 3eal thite st py of. N ' 19, . . . -}'.\t; .
. . . . . . . oy . t. Yo '
. . My Commisilon Explreg; | ., Ce ... . Nolaty Publi¢ ln and for aid County and Stete, residing at ) Yoy
[ . R L Vo el . ‘eb
K . o g , ot A
, . e Sy v
: P N RECOR - o . : L ig\\L
oo WHEN ‘ECP DED RETURN 70: o b This Instrgment was flled 107 recurc on the e day o \i‘ ~
8 " '\ . co .o - e e l’ .193 ! . Y a'doek z M. :.
Lo .9,&.“ e SRR ICE and duly seegrded in Book: Page —0f m&‘sp
. _?:f s, . ! . ' , BRI X records of thi offles. y |
. .. .'.:_"f . . R .. T oL ‘:‘ . . ‘ cwan"k g : R
. . RS Ut L el e . .y N County of, — QHMW :i '
N 2 ' ' S e ol
. ey -8 - g y - et ~— : tar . —= - EINCA
e Y ' e . . AR T A :
PO T e, e N o , . oo . : .,
{ ::; % A A .4 ! ". o v » J
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*Paid Up i 'OIL AND GAS LEASE F

; "

THIS AGREEMENT. mude and entered inia this 27 day of. January 192 83 . BY AND BETWEEN
J. C. Mills ‘and wife, Frances Juanita Mjlls
tessor (Whether one or more). whose address is: /-\bemathY . _1exas 793] 1 :
] g __0€1co Petroleum Corporation
— ' lessce whose address is: 41 ] PE‘Tf‘D]QlJm Rlli]ding

Midland, Texas -79701 !

LR AL : , WITNESSETH:
I. Lessor, in consideration of the sum of Ten Dollars (510,00) and other good and valuable consideeation, receipt of which is hereby ackuowledged, and of the covenants and agreemens £ ”
(]

of lessee h:'uin:ll'ler cnpuinc'd, does bereby grant, lease and 1t unto lessee the land covered hereby for the purposes and with the exclusive right of exploring. drilling, mining end operatin
(os. producing and owning oil and gas, inchuding casinghead gas, casinghead gosoline, condensate und a1l selated hydrocarbons, and tncluding all other provucts produced (herewith. hcrciml‘!cr'JcM
referred 10 collectlvely a5 *said minerala™, wgether with the right 1o make surveys on said fand, laypipcl He Sy 200D mmenslphs £ . .

lagpipsiineyerarattiyirami-utilieefoniion HOpar TS e -
construct roads a8 enavergieand other strucrures on aid land, necessary or useful in lessee’s opénuion! in uplofing.%’r

drilling for. producing, treating. sioring and transporting said mincrals produced from the lund covered hereby or any other land adjacent hereo. The land covered heveby. heecin cofled **said

Isng", is located In the County of. Fddy Swie of, New Mexicaq

and i described as foltows:

NE/4 NE/4 Section 7, T23S, R3IE '

1
I
'
'

(Notwjthstanding the Qrovigion; in paragraph 3 herein, it is agreed that where the
fraction appears within said paragraph 3, that the same shall for the purposes of
this lease be deemed to read 3/16ths.) :

- '

This lzase alzo covers and includes any land coniguovs to or adjoining the land above described, other than thoss eonstiuning' regular governmental subdivisions. and (3) owned or claimed
by lessor by limitmion. prescripiion, possession, reversion or unrecorded instrunsent or (b) as 19 which leseor has a preferential right of sequisitlon or (£) all riparian rightz and Jand acquired
or affected by avulsion. relictions and accretion adjeining and edjacenl 1 any streams, rivert, creeks or bodies of water and rights which are, or may be incident thereto and/er a part thereof,
together with A1l the intereat ia the Oil and Gas Minerals underlying Whie bed of 2ay steeam, river, creck or body of wates. For the plrpose of determining the amount of any bonus or other payment

bereunder, sad Jand shall be deemed (o consin._ 40 peres, Whether actually conaining mote o le the abave recital of sereage in nny mﬂiﬁ
shall be dezmed ta be the lrug gqreage thereal. One z"l'yd JC[:1

2. Unless sponer terminaied or tonger kept in force under other provisions hereol, this lense shall remain in force for 8 term of JEKOXOL year from the daie hereof, heseinafler calle
"*primary \erm,'* and as long thereafice as operations, as hercinafier defined, are condueied upon said land with no cessation for more than ninety (90) consecutive days. M

3. As royalty. leesce covenants and agrees: (a) lo defiver to the credir of lessor in the pipe ling lo which lessce may conneet its wellg, Lhe equal one-cighth part of ait oil produced dug
saved by lessee from said 1ond. or [rom time (o Lime, &l the option of lessec. 10 pay lessor the antount realized by lessee of such one-sighth pant of 3uch oil ol the wells ag of the day il is
run to the pipe linz or slorage tanks; (b) To pay lessor on gas and casinghead gas produced from said land (1) when sold by lessee, one-cighth of the amount realized by lessec. compurcd
at the mauth of the well, or (2) when uscd by lessce ofl sdid Jand or in the manufagture of gasoline of other products, the mofket value, ot the mouth of the well, of ons<cighth of such gua
and caginghcad gas: () To pay lessor on pil owher said minerals produced and markeled or ulilized by lessee from said land, onc-tenth either in kind or the market value thereof at the well.
M lessee’s cleciion, Lessor's interest 10 bear one-cighth of any snd all costs incurred In the dehydrating. treating, wansporting, booaring, compressing or otherwise processing such oll, gas r\a
and other hydrocarbons in order 0 make the same markemble. If, al the expiration of the primary jerm pr s any ime of timcs thereafler, there js any well 09 said Jand or on lapds with
which saud land er any portion thereof hug been pooled, crpablé ©f producing od or pas, iﬁ all such wells are shut-in, 'ﬂmﬁm Deverly cless, continuc in foege as lbougbepitnlio"ﬁf .
T BTG corBeeal e S Tl TP S oA S SIS AFe AT REFEARER IS Tk Sy 6o PO T o TR N TR Y SEE o CAeEs Soeeatly el e S
reasonable diligence o produce, utilize, or marker sald minezals capable of being produced from said wells, but in.the m%ﬂmmmmm“ shall aot be oblignied to instal? or Q)
furnish facilitics other than wal) facilities and ordinary lease facilities of low lings, sepuraior, end lease 1ank. and ghall not be required o senle’ labor trouble or 1o markel gas upon terns
unaccepiable to rssee. IF, at uny time or times efier whe expirmtion of the peimary term, all such wells are shut-in for a perlod of ninety (90) conseculive days, and during such time there P
are nn aperations on said Jund, then at or before the expiration of said E‘nnx-d% gcan_-‘i.od. lcasze $hall pay or iender. by check of draft of lessae, 25 royaky, 8 sum equal 10 ane dollsr (51,00)
Jor £agh s615,0( j3nd then covered herehy, Lessee shall make like payments o tenders 2t 67 before the end of sach nniversary of the expiration of said ninery-dny period if uf3h such anniversary
this lease is being comtnucd in farce soléyy by reason of the-provisions of this paragraph. Each sueh paymen or tender sholll be made to the parties who at the lime of payment would be

enlilled o receive rayaltics which wovld be paid under this lease if the wells were producing, and may be depos'ucd' i he Fi r<t National_Ba nk_.
pank a ___ BOX 1241, Lubbock, Texas 79408 ' ,

of ils successors, which shall continue as the deposlkorics, regardiess of change in the ownership of shut-ln royalty. If at any time thol lessee poys or tenders shut-in rayalty. two or more
partics are, or claim 10 be. entitled 10 recelve same, lessce may, in lieu of any other method of payment herein provided, pay ‘or tender such shutsin royalry. in the manncr above specificd.
vither joindy 1o such parties or separately to each i necordwnee with their respective ownerthips thereof, as lessee may elect, Any payment hercinder may be made by cheek of draft of lessee
depanited in the mail or delivered 10 The party cotitled (o receive paymenl or to 3 depository bank provided for above an or befre the [nat dnte for payment. Nothing herein shall impair loasec’s
right to relcase as provided W paragraph 5 hercol. In the event of assignment of this lease in whole or In par, liability for p:nyrnenl hereunder shall rest exclugively on the then owner or
awnees of Wis lease, severally as (o acreage owned by each. .

4, Lessee, ol its oplion, is hereby given Lhe right and power ot any time and from time (0 ime a3 & recurring right, either before or afier productlon. as to all or any pan of the ltand
dexcribed herein and as W any one of more of the formationg hereunder, to pool or unilize the leaschold estare and the mineral estate covered by this lease with other land, teass or leases
in the immediate vicinity for the production of uil and gas, of sep ly for the production of cilher, when in Lessce’s judgment it & necessary or advisable (o do so, and irrespective of whether
sutharity similar 10 this exisis with respeet 10 such other land, leate or laases and from (ime (0 time 0 modify, amend of terminate such pooling or vnitization. Likewise, unil$ previously
furmea to inchwde formmions nol producing oil or gas, may be reformed 1o exclude such non-producing formations. The forming or reforming of any unit shall b¢ vecomplished by Lessee
exccuting and Tiling of record a declaration of such unilization or reformation, which decloration shall describe the unit. Any unit may inctude land upon which a well has theretofore been
compleled or upon which operations far drilling have fore besn d. Produetion, drilling or reworking operarigas sr.a.xsll shyl in, for want of a maskel anywhere on 8 unit
which includes all or 2 pun of this lease shall be teeated as if'it were produetion, drilling ar rewarking operations or a well shut in for wam of a market under (his lease, In liew of thE YByaniey "
vhewherg herein specifisd. ingluding shut-in gas royaltics. Lessor shall receive on production from the unil so poaled royakies only on the ponion of such productinn attocaied 10 this fease;
suth atiacation shall be that pSHioA 6) ThE UNI produciian that the total number of surface oeres covered by this lease and included in the unit bears 10 the towal aumber of sueface scres in
such unit. Tn addhion co the loreguing, Lessee shall have the recurring right 1o unitize, pool. or combine all or any pan of the above described Janls s (0 anc or more of the fonnations
thereunder with other fands in the samc geaeral arca by cntéring into a cooperative or unit plan of development or operation approved by any govemmental suthority and. from 1ine 10 tme,
with like approval, lo madily. amend or terminate any such plan or agreemeant and, in such evenl, the teems, conditions and provisions of this Icase shall be decmed modified 1o conform
11 the termy, eondition, and provisions of such approved cocperative or unil plan of development or opcraton and, particularly. all drilling and develapment requirements of this lease. express
ot unplied, shull be satisficd by compliance with the drilling and development requirements of such plan ar ngreement, and this lease shall not wrminate or expire during te tife of sueh plan
wr agreement. In e event thay soid above deacribed lands or any pan thereof, shall herenfier be operated under any such cooperative oF uait plan of development or operation whergby the
prixuction therefrom i allncaled to different partions of the land covered by said plun, then the prodoction allecated (6 any purticular tract of lond shall. for the purpase of coniputing the
yaltiex 1o be paid hereunder i0 Lessor, be regarded as having been produced from the particular tract of jand 10 which it is allocated and not 10 any other traci of land: and the ravaity payments
1 e mede hereunder o 1essor shall be based upon produciion only a5 0 allocaled. Lessee’s right to ener inlo any conperstive or unil plan of development or opcration, shalt be accomplished
ny lasee’s execulinn of any document expressing Lessce's consent 10 any bnit agrcement and by filing such conscat in the records af the County in which dhe lands described in this loare
arg foeated; Lewseo's execution of such consen shall be binding 9s 1o both Lessor and Lessee and thelr respective intercsts, °

)
$. Lewee may ut uny lime and [rom limz 10 time exceuwe and deliver two lessor or (ile for record a release or releases of this lease s 1o any pan or all of said lund or of uny mineral
ur hurjgnn thersumder, and theredy be reiieved of all obligntions ns 10 the released acreage or interes.

. IT @ any time ur limes during the primery term operations are conducted on said land and if all operavions arc discontinued, this lease shall therealier terminale an il annivemary
Unte acat fulinwing the ninclicth (9Cih) day after such discontinugncc unless on or before such anniversary date lessee either (1) conducts operations or (2) commences or resumgs the paynient
ut wader af delay rental: provided. however, if such anaiversary date is at the cod of the primary wem. or if there is no further Rnniveesary date of the grimacy term. this teaee <half terminue
at the end uf such tcrm of on the ninetieth (90th) day afieg, discontinuance of all operalivns, whichever ix the latar dalo, unlcss on such later daie either (1) lessee ix comducting aperations
o727 the shut-1h" Well provisiBas of paragraph 3 or the provisions SFpiigmmph 11 are applicable, Whenever used in (his lcase the word “operalions " shall mean operations For and any of
the folluwing: Jdeilling, testing, completing, reworking. recompleling, deepening, plugging back or repairing of a well in search for or in an endzavor fo obiwain production of oil, gas or gther
sard muncrals, o the production of @il, gas or ncher said minerals, whether of not in paying quantities. .
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: ) Located on said land ﬂﬁ.ﬂ‘dd

7. Lesses shall have e use. free fram royalty, of watce, other than from tessor's water wells, and of nil and 2ax produced from ug.z/,,,d in all aperations hercunder. Leskee whal) have J OM
hal

the right a4 uny lime I remove all machinery and fixwures placed on xaid land, including, Whe right In draw and rempve casing. No welt/&hall be drilled nearer thar@d8et © the house ar Y
barn now on said Lind withaut the cousent oF the lessor. Lessce shalt pay for damages caused by its opcrations i : on $2id land. 4 o0 5‘
FJM

8. The righis and cstate of any purly hercio may be assigngd from time 10 time in whole or in part and 22 10 any of said minerals or harizons. Alt of the covenants, obligaiions and
considerations of this lease shall extend (o ond be binding upon the porties hereto, their heirs, SUCSESSOPS, aysigns and suecessive assigns, No change or division in the ownership of 93id tand.
royaliics or other moneys. of any part thereal, howsoever cifected, shall incrense the obligutions or dimlnish the rights of lessee, including, but not limited 1o, the location and drilling of
wells and the meusurement of production. Notwithstanding any other aciual or conclructive knowledge or notice thereol of or 10 lesxee, s Juecessors or assigns, no chenge or division in
the ownership of said land or of the royaltiet or cther moneys. or the right 16 receive ihe same, howsocver effeeted, shall be bindlng u

s s N . | pon the then record awner of this lerse until thirty
(30) days alter has been furnished to such record owner at his or its principal place of husiness by leasor or lestor’s heirs, suceassors. or asalgas, netice of such change ar division, supporicd

by either originals or duly certified copics of the instruments which have been properly filed for record and which evidence such' change or division, and of such courl records and proceedings,
teanscripts, or other documenis as shall be necessary in the opinion of such record owner 1o estblish the vatidity of sueh change ¢ division, If nny such change in ownership occurs by reason
of the 4='=lh'vf the owner, lesscc may, nevertheless pay of kender such royslties or other mioneys, or part thercol, 10 the credis of the deseendony in o depository bank provided for shove,

9. in the evem lessor considers that Jesses has not complicd with all its obligotians hercunder, both cxpress and implicd. leszor shall notify Jessee in Writing, seding out specifically in
what respecis lessee has breached this contract. Lressee shall then have sixty (60) days sfter receipt of said noteo within which (0 meet or commence 10 mcet all or any pant of the bregches
alleged by lessor. The service of said notice sholl be precedent 10 the bringing of any action by lessor on said leasc for any cause, snd no such action shall be brought until e lapse of sixyy
(60) dnys afier service of such nlice on lessee. Ncither the service of said notice nor e doing of any acts by lessec nimed to meer af} or any of the alleged breaches shall be decmod an
admission or presumption that lessee has [ajled 10 peeform el jis obligations hereunder. IF this lgase is cancelled for any cause, it'shall nevenheless remaln in fores and effect a3 10 (1) sufficiens
Acrcage around sach well as 10 which there arc aperations 1o constituie a drilling 6¢ maximum allowable unit under spplicable govemeacntal regulniions (but in no event Jess than forty eres),
such ncreape (0 be desigruled by lessec as nearly as pragiicsble in the form of u square ceniered &t the well, or in wuch ghapc 85 then exisilng epacing rules requirc; and (2) any pan of soid
fand included in o peoled wnit 0n which there are operstiona. Lessce shall also have such cusements on said land as ame necessory ) operations of the nereage 30 sewined.

10. Lessor hereby warrsaws and agrees lo defend ttle 10 said land wgainst the claime of all persons whomsoever., Lessor's rights and interest herennder shall be chorged primarity. with
any morngages, txes or ouer llens, or intetest and ather chirges on said land, but fessor aprees that lessce shall have the #ight at any (ime to pay or fcduce snme for lessor, either before
or afer maturity, nnd be subzogated 10 the rights of the holder thereal and 16 deduct amounts so paid from ruyallics or other payments payable or which may become payablc 10 lessor and/or
assigny wnder his lense. IF this lease covers a less inerest in 2aid minernls, or sny of them, in ofl or any part of said land than the entire and undivided foe simple esiate (whether lessor’s
Imercst is herein specified or nor) or no intesest therein, thes the ruyaltics and odier moncys accriing from any past as 10 which this lease covers less thap such Rill interest, shall be paid
only in the proportion which the Inicrest thergin, if any, covered by this lease, bears 1 the whole and undivided fec simple catute therein, All royalty interest covered by this lease (whether

or not owned by Jessor) shall be paid sul of the royalty herein provided. This lease shall be binding upoa each party who executes i\ without regard 10 whether it & executed by all those
named herein as lessor,

11. If, while this lease is in foree, at, of after the expiration of the primary torm hereof, il is nol being continued in force by reason of the shutsin well provisions of paragraph 3 hercof,
ond lesser is not conducling operations on sald land by reason of (1) any law, order, rule or regulation, (whether or not subsequenty determined to be invalid) or (2) any other couse, whether
similar o¢ distimilar, (excepd financial) beyond the reascaable contral of lesses. the primacy term hereof sholl be extended untii'the first anniversary dote hereof oceurring nincty (90) or more
days following the removal of such delnying couse, and thls lease may be exiended thereafier by operations as if such delay had not gocurred.

12. Lessor hereby expressly relinguishes dower and releaxet and waives al) righis under and by virtue of the homestead cuémpdon laws insofar as they may in any way affect the purpose
for whichithisYeasoisimode, .

IN WITNESS WHEREOF, this insirument is executed as of the dato flrar above writien,

Tarnceo T/ —
Frangés Juanita MiTls d

sTats oF __Texas ) ' INDIVIDUAL ACKNOWLEDGEMENT
,{ a E e ) ss'_ I:“'r

COUNTY OF )
I, the undersigned, & Nolary Public in and for said County and State, do hereby cerify ha_J__C__Mills - “ad_Wife,
Fran ces Juanita Mn.in]e]pcsnon!ly known, and known \o me (0 be the same pcrsmi___:__des‘cﬁbed in and who execuied the foregoing inttrument, nppeared
before me u'\is day in person and acknowledged o me that i _he. 1y, sacouted and dellvtmsl the same s Ched y free and voluntary
nct and deed, for the uges, purposes and consideration therein expressed, including the relinquishment of dower and homesicad. >
Given under my han$ and official seal this / é . 19_51_

My Commizsion Expires: O\ WILMA W. BRlSTOW Notary Public in and for said County apd Stale, residing ac

Notary Pubds, Slz\e of Tesas
My c«;"n £xolres My 5. 19 .Q( ) Z /

STATE OF ) INDIVIDUAL ACKNOWLEDGEMENT
) S8,
COUNTY OF ) ' |
1, the undersigned, & Notary Public in and for said County and State, do hereby certify tal and '

10 me pereonslly known, and knownlometobe the sumeperson____  described in and who executed the foregolng instrument. appeared

belore me ihis day in person and acknowicdged w me thato he d and delivered Lhe 53me o5, frec and voll y
act and deed, for the uses, purposes and consideration therein expreased, including the relinguishment of dower and homestead.
Glven under my lund and officlal seal thig - day of. : 19
. . iri-- IR BRI - -
My Commission Expires: Notary Public in and Tor s3id Counly and Stale, resding of
WHEN RECORDED RETURN TO: This instrument was filed for record on the 18 ~day of
12 | . April 183 ,10:58 suew AL
-’
x. and duly jed in Book 222 Poge :i:;;; of the \
’ \ !
Miscellaneous fs of this office. .
! o %’\ Jirﬁie Cole ('numy Clcﬁ(’\. '::
\1:5 . ?:l County aof. Edd Y. State OLN'E”—MQ'}H'.-GQ.“
4 . p - - L] ‘.
P A By: »Deputy
-“-
o ' '
> 1S, Vo
< . N
N —— . . -~
A 2% ‘ : <) N
—— v/ T

11717/2004 WED 12:15 [TX/RX ND 6925] @012
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FAX NO. 15067489720 ___ .., B, %

SEP-15-2004 WED 11:47 AM OCD DISTRICT II
»

Distrige |
1625 N. French Dr.. Hobbs, NM 88240

State of New Mexico
Energy Minerals and Natural Resources

Form C-101
Revised March 17, 1999

0Oil Conservation Division RECEIVEM:® app';;’::t ie‘:sii"_'i?&f;:
Distrit IV 1220 §. St. Francis Dr. AUG 18 70 Fee Lease - § Copies
1220 S. Francis Dr., Santa Fe, NM 87505 Santa Fe, NM 875035 nn4

ORPIARTEQIN

Distiet I

1301 W. Grand Avenug, Antesia, NM 88210
District 11

1000 Rio Brazos Roud, Aztec, NM 87410

AMENDED REPORT

APPLICATION FOR PERMIT TO DRILL, RE-ENTER, DEEPEN, PLUGBACK, OR ADD A ZONE

T Operator Nume and Address 001 80’1OGR.TD Number
Bass Enterprises Production Co. T APT Nomber
P.O. Box 2760, Midland, Texas 79702 30- OIS- 3V IS
* Property Code “ Property Name » FWell No.
001786 James Ranch Unit 93
7 Surface Location
‘UL or lat no. Section Township Range Lot Idn Feot from the NortvSouth line Fect from the Eas/West lina County
7 23S 31E 660 "| North 860 East Eddy
s Proposed Bottom Hole Location If Different From Surface
UL or lot nou Sestion Township Rangn Lot Tdn Fest from the North/South Lins Faot from the EasvWest line Couaty
* Proposed Pool | '* Proposed Pool 2
(..e.s Medanes © Menrpw Atoka,Wolfcamp,Bone Spring,Delaware

" Work Type Code ** Well Type Cade ¥ Cable/Rotary ™ Leuss Typa Cods " Ground Level Elovativa
G R p 3295'
™ Multiple " Proposed Depth T Formacion " Cowtractor ¥ Spud Date
N 14800 Morrow Unknown 7/01/04
*' Proposed Casing and Cement Program
Hole Size Casing Size Casing weight/foot Scttipg Depth Sacks of Cement Estimated TOC
17Uz 13 3/8" 54.50 600' 565 Surface ,
12 1/4" 9 5/8" 40.0 4040 ¥ 1175 Surface 3
8 3/4° 7 26.0 12000' 950 Surface
6 1/8" 4 1/2" 13.50 14800° 350 11700

2 Deseribe the proposed program. If this application is 1o DEEPEN or PLUG BACK. give the data on the present productive zone and proposed new productive zone.
Describe the blowout prevention program, if any. Use additional sheets if necessury.

The proposed well will be the second producer in a already established N/2 proration unit. The well has not been staked at
the time of APD Submittal; however, a certified land survey plat will be submitted under saparate caver. S000PS| BOP
equipment as in diagram1 will be the minimum requirement until the 7is run and cementad. A 10,000PS| BOP/Choke
manifold will be installed on the 7* casinghead as seen in diagram 2.

B | hereby certify that the information given above is true and complets to the

OIL CONSERVATION DIVISION

best of my know) and belicf,
Signature: (g7l 4 2 i oS W/ Approved by: -
Printed name: Cindi Goodman - ‘

Tile: DISTRICT PERVISOR
Title: Production C'el«

Approval DiSEE_LS_Zﬂm E.'xpimtion Dute: S_E_P 1 5 200 )

Conditions of Approv” R

Atached [ .
T NOTIFY OCD TO WITNESS
EXHIBIT ALL CASING STRINGS

g2 | ®R-m-p

Date:  04/14/04 Phone: (432) 683-2277

T
[




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

APPLICATION OF BASS ENTERPRISES PRODUCTION CO. FOR AN ORDER
AUTHORIZING THE DRILLING OF A WELL IN THE POTASH AREA, EDDY
COUNTY, NEW MEXICO.

CASE NO.

AFFIDAVIT OF STACEY MILLS

I, Stacey Mills, being first duly sworn upon my oath, state as follows:
1. I am over the age of twenty-one years and have personal knowledge of the facts

contained in this Affidavit. The facts contained in this Affidavit are true and accurate.

2. I am a beneficiary of the J.C. Mills and Frances Family Partnership, Ltd.
(“Partnership”), which is owner of the surface and has an interest in the minerals
located at the NE/4 NE/4 in Section 7, Township 23 South, Range 31 East, NMPM,

Eddy County, New Mexico. I speak on behalf of all beneficiaries of the Partnership.

3. J.C. Mills and Frances Juanita Mills, predecessor in title to J. C. Mills and
Frances Family Partnership, Ltd., executed an oil and gas lease on July 8, 1981 in
which Belco Production Corporation was original lessee. Bass Enterprises Production

Co., current lessee, has the right to develop the oil and gas under said land.

4. I understand that Bass proposes to drill a well known as the James Ranch Unit

Well No. 93 on the NE/4 NE/4 of Section 7.

5. It is my, and that of the Partnership’s, intention as owner of the surface and

minerals in said area, to have the oil and gas minerals developed first and in preference

"EXHIBIT

C




to any potash reserves underlying my land and I therefore support Bass’s application for
the drilling of the James Ranch Unit Well No. 93.

6. The attached Exhibit A is a true and correct copy of my agreement with Bass.

DATED this _18 day of _ November , 2004.

&facey ] Mi}ls

STATE OF__New Mexico )
) ss.
COUNTY OF __ Eddy )

Subscribed and sworn to before me this 19 day of ___November , 2004 by
Stacy Mills.

Notary Puglic

My Commission Expires: |- I\ - 3004




5. I understand that Bass proposes to drill a well known as the James Ranch Unit

Well No. 93 on the NE/4 NE/4 of said Section 7.

6. The Trust supports Bass’s application for the drilling of the James Ranch Unit
Well No. 93.
7. The attached Exhibit A is a true and correct copy of The Trust’s oil and gas

agreement with Bass.

T .
DATED this /% oy of ;4//1/ , 2004,
\ﬂ <//A

Vi >
Ry (ﬁf/é//’/

s

Larry Eudy / /

STATE OF _ < eglas/
county OF _Nudlasd.

Subscribed and sworn to before me this /3%» day of:/Z/)o‘uj/ym/fLe,b , 2004 by
Affiant Name.

)
) ss.
)

\\\“\“\\\\uumuu,,,”’/ AL
\\\\\&&%LAQE/\/ ", Notary Public
Leentreee %,
S& P (DAY
3 K st = . . .
£0:5 ST My Commission Expires:
S 2z @ TE
El x i g
z - d’/;’/‘ ;'\% $
%, @i S
’////// '.EXP\ ;"QQ\§




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

APPLICATION OF BASS ENTERPRISES PRODUCTION CO. FOR AN ORDER
AUTHORIZING THE DRILLING OF A WELL IN THE POTASH AREA, EDDY
COUNTY, NEW MEXICO.

CASE NO.

AFFIDAVIT
I, Dottie McLaughlin, Assistant-Vice President and Trust Officer of Wells Fargo
Bank N.A., being first duly sworn upon my oath, state as follows:
1. I am over the age of twenty-one years and have personal knowledge of the facts

contained in this Affidavit. The facts contained in this Affidavit are true and accurate.

2. Wells Fargo Bank N.A., as Agent for Southard Properties owns an interest in the
minerals located in the NE/4 NE/4 in Section 7, Township 23 South, Range 31 East,

NMPM, Eddy County, New Mexico.

3. Southard Properties’ predecessor in title, Sweetie J. Boyle, Individually &
Independent Executrix of the Estate of R. E. Boyle, deceased, signed an oil and gas
lease on July 8, 1981 covering the above described land in which Belco Production
Corporation was original lessee. Bass Enterprises Production Company is the current
lessee and has the right to develop the oil and gas minerals in which Southard

Properties owns an interest.

4. As this is the only lease for minerals, Southard Properties remains an unleased

interest owner of any potash minerals in said Section 7.




5. I understand that Bass proposes to drill a well known as the James Ranch Unit

Well No. 93 on the NE/4 NE/4 of said Section 7.

6. The Trust supports Bass’s application for the drilling of the James Ranch Unit
Well No. 93.
7. The attached Exhibit A is a true and correct copy of Southard Properties’ oil and

gas agreement with Bass.

4h
DATED this X% day of , 2004.

STATE OF TEXAS )
) ss.
COUNTY OF MIDLAND )

Subscribed and sworn to before me this l day of NQMJQQ,(‘ , 2004 by

Affiant Name.
,(QMUM M

Notary Public

N DANN PODRAZIK | o .
y NOTARYPUBLIC p My Commission Expires:

oTATE OF TEXAS




» 9 © NEW MEXICO ENERGY, MINERALS and
' NATURAL RESOURCES DEPARTMENT

BILL RICHARDSON Mark E. Fesmire, P.E.
Governor , Director
Joanna Prukop ‘ Oil Conservation Division

Cabinet Secretary

September 18, 2004

Bass Enterprises Production Company

201 Main St., Suite 3100

Fort Worth, Texas 76102-3131

Attn: Wayne Bailey or To Whom It May Concern

RE: RESSCIND THE APPLICATION FOR PERMIT TO DRILL IN THE POTASH AREA
BASS ENTERPRISES PRODUCTION COMPANY:
JAMES RANCH UNIT #93, LOCATED IN NE/NE (660’ FNL & 660’ FEL’) OF
SECTION 7, TOWNSHIP 23 SOUTH, RANGE 31 EAST, EDDY COUNTY, NEW
MEXICO API # 30-015-33619

Dear Mr. Bailey or To Whom It may Concern,

In regards to the above referenced well, the New Mexico Oil Conservation Division rescinds
immediately said application to drill (APD) per the conditions of R-111-P. Please review R-111-P as
brought to attention from IMC’s letter which is included with this faxed letter.

As stated in pgs. 11 & 12 of R-111-P: “ Any application to drill in the LMR area, including buffer
zones, may be approved only by mutual agreement of lessor and lessees of both potash and oil and gas
interests. Applications to drill outside the LMR will be approved as indicated below; provided there is
no protest from potash lessee within 20 days of this receipt of a copy of the notice.

Please call if you have any questions regarding this matter,

Respectfully yours,

Bryan G. Arrant’
PES

CC:  Tim Gum, District Supervisor-Artesia
Dan Morehouse, Mine Engineering Superintendent for IMC

Well File : ‘ EXHIBI :

F

Oil Conservation Division * 1301 W Grand Ave * Artesia, New Mexico 88210
Phone: (505) 748-1283 * Fax (505) 748-9720 * http://www.emnrd.state.nm us




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

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

CASE NO. 10490
ORDER NO. R-9990

APPLICATION OF NORANDA MINERALS, INC. REQUESTING THE DIVISION TO
RESCIND OR DENY AN APPLICATION TO DRILL A CERTAIN WELL IN THE
OIL/POTASH AREA, LEA COUNTY, NEW MEXICO

ORDER OF THE DIVISION

BY THE DIVISION:

This cause came on for hearing at 8:15 a.m. on September 3 and 4, 1992 and at
8:00 a.m. on O-tober 26, 1992 at Santa Fe, New Mexico, before Examiner Michael E.
Stogner.

NOW, on this 18th day of October, 1993, the Division Director, having
considered the testimony, the record and the recommendations of the Examiner, and
being fully advised in the premises,

FINDS THAT:

(1)  Due public notice having been given as required by law and in accordance
with New Mexico Qil Conservation Division/Commission Order No. R-111-P, the
Division has jurisdiction of this cause and the subject matter th:reof.

(2) On April 1, 1992, Yates Petroleum Corporation ("Yates") filed an
"Application for Permit to Drill" its Snyder "AKY" Well No. 1 at a standard oil well
location 2310 f:et from the South line and 990 feet from the West line (Unit L) of
Section 1, Township 20 South, Range 32 East, NMPM, to test the Delaware formation,
Lea County, New Mexico.

3 On or about April 15, 1992, Noranda Minerals, Inc. (Noranda) filed with

the Division an objection to said Yates’ "Application for Permit to Drill" the Snyder
"AKY" Well No. 1.

EXHIBIT




Case No. 10490
Order No. R-9990
Page 2

(4) Noranda, the applicant in this matter, under those portions of the "New
Mexico QOil and Gas Act", Sections 70-2-1 through 70-2-36, NMSA (1978) pertaining to
"potash”, seeks an order of the Division rescinding or denying the approval by the
Division of the aforementioned "Application for Permit to Drill" which would authorize
Yates to drill its Snyder "AKY" Well No. 1 at a standard oil well location 2310 feet from
the South line and 990 feet from the West line (Unit L) of Section 1, Township 20
South, Range 32 East, NMPM, to test the Delaware formation, Lea County, New
Mexico.

(5)  Snyder Ranches, Inc. ("Snyder Ranches") is the current fee owner of both
the oil and gas minerals and potash minerals underlying the SW/4 NE/4, the S/2 NW/4,
the NW/4 SW/4 and the SE/4 of said Section 1 (the "Snyder Ranches fee acreage").
Previously, Snyder Ranches sold the surface but retained the mineral estate for the
Snyder Ranches fee acreage. Snyder Ranches appeared at the hearing in opposition to
Noranda and in support of Yates.

(6)  Yates as the current lessee of a valid oil and gas lease from Snyder
Ranches for the Snyder Ranches fee acreage in said Section 1 and proposed operator
of the Snyder "AKY" Well No. 1, appeared at the hearing and presented evidence in
opposition to Noranda.

(7)  Noranda is the current lessee of a valid potash lease with the State
of New Mexico for all of Section 2, Township 20 South, Range 32 East, NMPM and for
all of Section 36, Township 19 South, Range 32 East, NMPM. Noranda is also the
current lessee of a valid federal potash lease with the United States Bureau of Land
Management for the balance of said Section 1, all of Section 11 and the N/2 and SW/4
of Section 12, Township 20 South, Range 32 East, NMPM, all of Section 35, Township
19 South, Range 32 East, NMPM, all of Section 31, Township 19 South, Range 33 East,
NMPM, and all of Sections 6 and 7, Township 20 South, Range 33 East, NMPM, all in
Lea County, New Mexico.

. (8)  The proposed Yates well is within the designated oil/potash area as
described in the New Mexico Oil Conservation Division/Commission Order No, R-111-P
("Order R-111-P").

(9)  Order R-111-P provides that for wells on State Lands or on Federal Lands,
the Division shall inquire of the New Mexico State Land Office (*SLO") or the United
States Bureau of Land Management ("BLM"), as the case may be, as to whether the
lands involved are within an area designated a Life of Mine Reserve ("LMR").




Case No. 10490
Order No. R-9990
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(10) According to Order R-111-P, an LMR determination by either the SLO
or the BLM is within the exclusive authority of those agencies and such a determination
by them is binding upon the Division.

(11) However, Order R-111-P makes no provision for an LMR determination
when the proposed well is located on fee lands, nor does Order R-111-P authorize a
potash lessee to designate an LMR over lands not leased to that potash lessee.

(12) While this particular matter is yet unresolved, it is a moot issue in this
particular instance in that the proposed well location is within the half-mile buffer zone
of a declared and recognized LMR filed by Noranda and designated by both the BLM
and SLO.

(13) Sub-part G(e)3 of the Rules and Regulations Governing said oil/potash
area, Order R-111-P, provides that;

application to drill in the LMR area,
including buffer zones, may be approved only
by mutual agreement of lessor and lessees of
both potash and oil and gas interests".

(14) Snyder Ranches, as the owner of the unleased potash underlying its
acreage, has consented to Yates drilling the Snyder "AKY" Well No. 1 and desires to
have its oil and gas minerals developed first and in preference to any potash reserves
underlying its fee property.

(15)  Yates has followed the provisions of Order R-111-P, sub-part G(e)2, which
requires it to provide notice of its intent to drill to all potash lessees within one mile of
the proposed well location.

(16)  The subject Noranda Minerals, Inc. application should therefore be denied
and the Yates Petroleum Corporation’s "Application for Permit to Drill" the Snyder
"AKY" Well No. 1 at a standard oil well location 2310 feet from the South line and 990
feet from the West line (Unit L) of Section 1, Township 20 South, Range 32 East,
NMPI;'I, to test the Delaware formation, Lea County, New Mexico, remain in full force
and effect.
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(17) At the time of the hearing Yates presented two casing and cementing plans
for the subject well as shown in Exhibits 12 and 12A. The proposal submitted in Exhibit
12A calls for four strings of casing all to be cemented back to surface:

20 inch to 1150 feet;

13-3/8 inch to 3100 feet;
8-5/8 inch to 4500 feet; and,
5-1/2 inch to 8000 feet.

This proposed casing and cementing program meet the criteria for weils drilled and
completed to the Delaware formation in the oil/potash area, as provided in sub-part D
of Order R-111-P.

(18) Exhibit No. 12A in this case should be incorporated by reference into this
order.

(19) Subsequent to the hearing both Yates and Noranda requested
postponement of a decision in this matter because of a possible financial transaction
between Noranda and Horizon Potash Corporation of Carlsbad, New Mexico ("Horizon")
and the concurrent negotiations for a mutual agreement of understanding between
Yates, Noranda, and Horizon. Such an agreement and transaction could have resulted
in a dismissal of this application.

(20) In late April, 1993 the Division was notified that such discussions and
possible transaction had terminated and that these proceedings were to resume. Also,
at that time both Yates and Noranda submitted the required post hearing findings and
memoranda requested by the Division at the conclusion of the hearings. Such
information was not received from the third party in this case, Snyder Ranches, until
May 26, 1993.

(21) By correspondence dated April 22, 1993, the applicant, Noranda requested
this matter be reopened to consider surface ownership of the subject fee acreage as
described in Finding Paragraph No. (5), above, and to allow the submission of an Exhibit
designated "No. 38", which is a "Subsidence Waiver Agreement" between Kenneth Smith,
Inc. and Noranda.

(22)  As provided in sub-part H of Order R-111-P, a representative of Noranda
or a representative of any potash lessee within one mile of the Snyder "AKY" Well No.
1 may be present during drilling, cementing, casing, and plugging of said well to observe
conformation with all requirements of Order R-111-P and of this order.
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(23) Many of the same technical issues such as waste, safety, and the
methodology of determining LMR’s brought out in this case paralleled those of said
Commission Cases 10446 and 10447. The fundamental difference still remains however
that all parties owning potash and oil and gas interest underlying a particular lease
reached an agreement on the extraction of their minerals. Further, the Division’s
potash/oil and gas rules provided the opportunity for those lessors owning potash leases
within a mile of the proposed well to present evidence and air its concerns and gives
them the opportunity to witness the critical operations over the life of the subject well.

IT IS THEREFORE ORDERED THAT:

(1)  The application of Noranda Minerals Inc. ("Noranda") to rescind or deny
approval of an "Application for Permit to Drill" authorizing Yates Petroleum
Corporation ("Yates") to drill its Snyder "AKY" Well No. 1 at a standard oil well
location 2310 feet from the South line and 990 feet from the West line (Unit L) of
Section 1, Township 20 South, Range 32 East, NMPM, to test the Delaware formation,
Lea County, New Mexico, is hereby denied.

IT 1 TH RDERED THAT:

(2) The Yates Petroleum Corporation "Application for Permit to Drill" said
well is hereby in full force and effect.

(3)  The Division shall take administrative notice of Noranda’s correspondence
to the Division dated April 22, 1993 and Yates’ response; however, such Motion to
Reopen and Supplement the Record in this case is hereby denied.

(4)  All provisions of Commission Order R-111-P applicable to the casing,
actual drilling, cementing and plugging of a deep well within the "Designated Potash
Area" shall be strictly adhered to.

FURTHER

(5)  Yates shall cause its Snyder "AKY" Well No. 1 to be cased and cemented
in the manner described in Finding Paragraph No. (17), above. Additionally Yates’
Exhibit No. 12A presented at the time of the hearing shall be incorporated by reference
into this Order.
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(6)  IJurisdiction of this cause is retained for the entry of such further orders
as the Division may deem necessary.

STATE OF NEW MEXICO
OIL CONSERVA DIVISION

Director

SEAL






