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October 12, 2000 

No. 8.283 
Stealth Prospect 
(S/2 Section 2) 

OXY USA Inc. 
6 Desta Drive, Suite 6000 
Midland, Texas 79705 

Attn- Kent Wooiley, Land Manager 

Re: ORIGINAL DRILLING TITLE OPINION covering the following described lands 
located in Township 12 South, Range 25 East, N.M.P.M., Eddy Couaty, New Mexico: 

United States of America Lease Serial Number NMNM 14757, insofar as it covers 
fte following: 

Section 2: NW/4 SW/4, containing 40 acres, more or less. 

Richard F. Johnson. Jr.. Oii and Gas Lease 

Section 2: NE/4 SW/4 and N/2 SE'4, containing 320 acres, more or less. 

Jack Folkner. et al. Oil and Gas Leases 

Section 2: S/2 S/2, containing 160 acres, more or less. 

Geatlemen: 

At your request and for the purpose of rendering this opinion, we have examined the 
following: 

MATERIALS EXAMINED 

Abstracts 

1. Abstract of Title No. 00,014, certified by Currier Abs'-ract Company as covering 
the records maintained by the County and Distrct Clerks of E\1dy County, New 
Mexico, pertaining, to the mineral estate only of the S/2 S/2 of Section 2, for the 
period from inception ofthe records to February 29,2000, at 8:C0 a.m., ic seven 
volumes and containing 1217 pages. 

2. Supplemental Abstract of Title No. 00,006, certifies by Currier Abstract Company 
as covering the records maintained by the County and Dis,nict Clerics cf Eddy 
County, New Mexico, pertaining to the NW/4 SW/4 of Section 2, among other 
lands, for the period from July 26, 1999, at 8:00 a m., to January 31, 2000, at 
8:00 a.m., containing 25 pages. 
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3. Supplemental Abstract of Title No. 00,007, certified by Currier Abstract Company 
as covering the records maintained by the County and District Clerks of Eddy 
County, New Mexico, pertaining to the NE/4 SW/4 and the N/2 SE/4 of Section 
2, among other lands, for the period from July 26, 1999, at 3:00 a.m. to February 
1. 2000, at 8:00 a.m., containing 66 pages. 

4. Abstract of Title No. 49544, certified by Federal Abstract Company as covering 
the Plat Book Records, Historical Index Records, Serial Register and Case File of 
NMNM 14757 in the United States Department of th: Interior, Bureau of L3Ed 
Management, State Office at Santa Fe, New Mexico, pertaining to the NW/4 SW/4 
of Section 2, among other lands, for the period from the inception of the records 
to July 23, 1999, at 9:00 a.m., containing 80 pages. 

5. Supplemental Abstract of Title No. 49777, certified by Federal Abstract Company 
as covering the Plat Book Records, Historical Index Records, Serial Register and 
Case File of NMNM 14757 in the United States Department of the Interior, 
Bureau of Land Management, State Office at Santa Fe, New Mexico, pertaining to 
the NW/4 SW/4 of Section 2, among other lands, for the period from July 23. 
1999, at 9:00 a.m., to January 6, 2000. at 9:00 a.m., containing 8 pages. 

6. Ownership Report dated November 13, 1998, concerning NMNM 14757 and 
another lease, prepared by Federal Abstract Company. 

Instruments 

1. Copy of Letter dated January 3, 2000, from Randy V. Watts, Independent 
Landman, to Cactus Energy, Inc., discussing his research r,f Kemp Lumber 
Company, a defunct New Mexico corporation. 

2. Copy of Letter dated August 3, 1999, from the State of New Mexico Public 
Regulation Commission to Wendell Iverscn, transmitting Items 3 through S below. 

3. Copy of Amendment of Articles of Incorporation ef Kemp Lumber Company dated 
February 17, 1905. 

4. Copy of Kemp Lumber Company Stockholders Nor.-Liabiiity Certificate dated July 
21, 1906. 

5. Copy of Kemp Lumber Company Board of Directors Resolution to Increase Capital 
Stock dated July 16, 1906. 

6. Copy of Certificate as to the Payment of Capital Stock of Kemp Lumber Company 
dated August 13, 1906. 

7. Copy of Certificate of Amendment of Kemp Lumber Company (extending the 
corporate existence of the corporation for a term of 50 years) dated May 11,1953. 

8. Copy of Stockholders' Consent to Extension of Term of Corporate Existence tor 
Kemp Lumber Company dated April 28, 1953. 

9. Copy of Participation Agreement dated July 22, 1999, covering the E/2 of Section 
9 and all of Section 2, T18S R25E, NMPM, Eddy County, New Mexico, executed 
by Cactus Energy, Inc., and OXY USA Inc. 
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10. Copy of Assignment of Oil, Gas & Mineral Lease dated February 1,2000, effective 
October 2, 1999, recorded in Book 374, Page 613, Eddy County Records, from 
Cactus Energy, Inc., to Wendell W. Iverson, Jr. 

11. Copy of unrecorded Assignment of Oil Gas & Mineral Lease dated October 2,2000, 
effective October 2,1999, from Cactus Energy, Inc., to Wendell W. Iverson, Ir. 

1. Personal examination of the records maintained by the County and District Clerks 
of Eddy County, New Mexico, based on an uncertified runsheet submitted by 
Wendell W. Iverson, Jr., prepared from the tract indices of Guaranty Abstract & 
Title Co., covering the captioned lands, among other lands, from inception of the 
records to July 26, 1999, at 8:00 a.m. 

2. Copies of instruments listed on au uncertified runsheet compiled by Wendell W. 
Iverson, Jr., based on the tract indices of Caprock Abstract & Title Company, 
covering all instruments affecting title to the non-participating royalty interests 
burdening the N/2 SE/4 and ths NE/4 SW/4 of Section 2, among other lands, filed 
of record in the offices of the County and District Clerks of Eddy County, New 
Mexico, from February 26,1919, through October 1,1999. 

Based upon our examination of the foregoing materials, and subject to the requirements 
uid comments hereinafter made, we find that with respect to the NW/4 SW/4 of Section 2, as of 
January 6, 2000, at 9:00 a.m., as to the federal records, and January 31. 2000, at 8:00 a.m., as 
to the records of Eddy County, New Mexico; and with respect to the S/2 S/2 of Section 2, as of 
February 29, 2000, at 8:00 a.m.. as to the records of Eddy County, New Mexico; and with 
respect to the NE'4 SW/4 and the N'2 SE/4 of Section 2, as of February 1, 2000, at 8;00 a.m., 
as to the records of Eddy County, New Mexico; title to the captioned lands is vested as follows. 

Eddv County Records 

FEE TITLE 

SURFACE: 

NW/4 SW/4 of Section 2 (Lease 25 - NMNM 14757) 

W. G. Kennedy, a/k/a William G. Kennedy, 
whose wife is Betty L. Kennedy All 

NE/4 SW/4 and N/2 SE/4 of Section 2 (Lease 24) 

W. G. Kennedy, a/k/a William G. Kennedy, 
whose wife is Betty L. Kennedy All 

S/2 S/2 of Section 2 (Lease 1 - 23) 

Louis M. Campanella and Joe Csmpanelia, 
and their heirs or assigns (See Requirement 6) 3/4 

Bonnie Florence McKinstry, 
and her heirs or assigns (See Requirement 6) 1/4 

Hot: ;CRA.NMAV£m005WT«0l)3JO213l J 
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PIT. & GAS ESTATE: 

NW/4 SW'4 of Section 2 ( Lease 25 - NMNM 14757) 

United States of America All 

NE/4 SW/4 ard N/2 SE/4 of Section 2 (Lease 24) 

Executive Right, Bonus and Delay Rentals: 

Richard r. Johnson, Jr All 

Royalty: 

Richard F. Johnson, fr.'"2 hi 

Charles R. Wiggins: 1/2 

1 Note: By six separate instruments executed during the ;940's, Laura E. 
Keiley, a predecessor in interest to Richard F. Johnson, Jr. in this land, 
conveyed an aggregated non-participating royalty interest equal to 6% 
of all oil and 3as which may be produced from, among orner lands, the 
N/2 SE'4 and the NE/SW of Section 2. This non-participating royalty 
interest will be borne by and deducted from Richard F. Johnson, Jr.'s 
royalty interest in the N/2 SE/4 and the NE'SW of Secrion 2. The 
following parties own this interest (See RequireineLis S, 10 i l l ) : 

54 of S/S 

55 of 8/8 
1% of m 

1* of 8/8 
\% of 8/8 
1% of 8/8 
1% of 8.'? 
6% of 8/8 

: Note: By Term Royalty Deed dated August S. 1999. recorded in Book 360, 
Page 526, Eddy County Records, Richard F. Johnson conveyed to 
Charles R. Wiggins an undivided 1/2 inistesi ic and to all Ofthe oil, 
gas, and mineral royalty in the NE/4 SW/4 and N/2 SE/4 of tie 
captioned land, among ether lands, for a term expiring April 15.2002, 
and as long thereafter as cii, gas or ether minerals are being produced 
from the conveyed lands. 

S/2 S/2 of Section 2 (Leases 1 - 23) 

Billy James Van Winkle (Unleased) 

Carl Lewis Folbier, Jr. (Unleased) 

Scout Oil Company (Unleased) 

Haa JCFJVNMA>-EH.C05MTO(IOOJ»:131.1 

Frarxis Currier and Michael Curner, Cc-Trustees 
of the Charles E. Currier and 
Francis Currier Revocable Trust 

Michael C. Haley 
Jean L. Hopp 
Irma Davis, Executrix cf the 

Estate of Virj.il O. Hopp. deceased 
K. P. Taltey 
Yaws Siothers 

TOTAL L C m n 

1/15 x 1/48 -rf 

1/20 x 1/48 t 

... . 3/16 # 
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Kemp Lumber Company (Unleased) 1/4 it 

Sharbro OU Ltd. Co. (Unleased) 1/4x3/8 

Yates Drilling Company (Unleased) 1/2x3/8 y 

S. P. Yates, Frank W. Yates, Jr., and 
B. W. Harper, Personal Representatives 
of the Estate of Lillie M. Yates. 
Deceased (Unleased) 1/4x3/8 ^ 

Marie Elizabeth Stevens, Trustee of 
the Luvena Beck Trust, under Declaration 
of Trust dated July 15,1971 (Lease 11) 1/48 

Mora Ruth Schoonmaker (Lease 4) 1/5 x 1/4S 

Jay C. Graham (Lease 17) 1/2 x 1/5 x 1/48 

Thomas J. Graham (Lease 10) 1/2 x 1/5 x 1/48 

Elizabeth Ann Bradley (Lease 7) 1/5 x 1/48 

Oran Edgar Van Winkle* (Lease 13) 1/5 x 1/48 

M. Sue Van Winkle (Lease 3) 1/15 x 1/48 

Kenneth Mark Van Winkle (Lease 18) 1/15 x 1/48 

J. W. Gissler (Lease 12) )/96 

June Ann May (Lease 15) 1/96 

Anna Frances Walton (Lease 5) 1/48 

Mary Dowell (Lease 1) 1/43 

Louise F. Fousel Lane (Lease 23) 1/4 x 1/48 

John Christopher Folkner (Lease 20) 1/20 x 1/48 

Jack Folkner (Lease 6) 1/96 

Robert Lawrence Folkner (Lease 22) 1/20 x 1/48 

Mark Ryan Folkner (Lease 21) 1/20 x 1/48 

Stephen Francis Folkner (Lease 19) 1/20 x 1/48 

William Mason Jackson (Lease 16) 1/96 

Belle Elizabeth Reed (Lease 9) 1/96 

J. Ruth Buhler. Trustee ofthe 
William Jackson and Stella Rogers 
Jackson Trust dated April 2,1971 (Lease 2) 1/48 

Kox )&KAXMA'i'JH'J)0!94TOa>OJi'32l3l.l 
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Mary Jane Lent (Lease 14) 1/96 

Dena Kennedy Miller (Lease 8) 1/96 

*Note: Subsequent to executing Lease 13, Oran Edgar Van Winkle conveyed 
his royalty interest in the captioned land to Nantucket Resources Group, 
L.C., for a period of two years from October 25, 1999, and for as long 
thereafter as oil. gas or other minerals are produced from the captioned 
land or lands pooled therewith. Nantucket Resources Group, L.C. 
subsequently conveyed this interest to Douglas C. Koch and Wayne A. 
BisseCt, in equal shares. 

Pit. AND GAS LEASEHOLD ESTATE 

NMNM 14757 (Lease 25). insofar as it covers NW/4 SW/4 of Secrion 2: 

Record Title & Operating Rights: 

Altura Energy, Ltd.* 8/8 WI 
(.82500000 NRI) 

•Note: The interest of Altura Energy, Ltd., is subject to a 5% overriding 
royalty Interest owned by the following parties: 

Elizabeth Gorman 1 % of 5/8 
Jucy Harris 1/3 of 4% of 8/8 
Scott A. Harris 1/3 of 4% of 8/3 
Laurelind Corporation 1/3 of 4% of 8/8 

Total 5% of 8/8 

NE/4 SW/4 and N/2 SE'4 of Section 2 (Lease 7.4V 

OXY USA Inc 13/16 WI 
(13/16 of .76) (.61750000 NRI) 

Cactus Energy, Inc 3/32 WI 
(1/16 of 5/6) + (1/32 of .76) (.07583334 NRI) 

Wendell W. Iverson, Jr 3/32 WI 
(1/16 of 5/6) + (1/32 of .76) (.07583333 NRI) 

Richard Coats 2.4583333% ORRI 
(1/2 of {p/8 of (5/6 - 76%)] - 1.5%}) (.02458333 NRI) 

Wendell W. Iverson, Jr 2.4583333% ORRI 
(1/2 of {[7/8 of (5/6 - 76%)] -1.5%}) (.02458333 NRI) 

Thomas R. Smith 1.5% ORRI 
(1.5% of 8/8) (.01500000 NRI) 

Total Working / Overriding Royalty Interests . . . . .83333333 NRI 
Total Leasehold Royalty .16666667 NRI 

1.00000000 NRI 

H0CJCRANMAVEKWWMMJJ.32IM.I 
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S/2 S/2 of Section 2 (Leases 1 through 23): 

Billy James Van Winkle (Unleased) 1/15 x 1/48 ULMI 

Carl Lewis Folkner, Jr. (Unleased) 1/20 x 1/48 ULMI 

Scout Oil Company (Unleased) 3/16 ULMI 

Kemp Lumber Company (Unleased) 1/4 ULMI 

Sharbro Oil Ltd. Co. (Unleased) IM x 3/8 ULMI 

Yates Drilling Company (Unletsed) 1/2x3/8 ULME 

S. P. Yates, Frank W. Yates, Jr., and 
B W, Harper, Personal Representatives 
of the Estate of Lillie M. Yates, 
Deceased (Unleased) 1/4x3/8 ULMI 

Total Unleased Mineral Interests 2347/2880 ULMI 
(.31493055 NRI) 

OXY USA Inc (13/16 of 506/2880) + (13/16 of 27/2S80) WI 
(13/16 of .76of5Co72S80) + 
(13/16 of 13/16 of 27/2880) (.11468028 NRI) 

Cactus Energy, Inc (3/32 of 506/2880) + (1/16 of 27/2880) WI 
a/16 of 13/16 of 506/2880) -r 
(1/32 of .76 of 506/2880) + 
(1/16 of 13/16 of 27/2880) (.01357080 NRI) 

WendeU W. Iverson, Jr (3/32 of 506/2880)+ (1/16 of 27/2880) WI 
(1/16 of 13/16 of 506/2880) + 
(1/32 of .76 of 506/2880) + 
(1/16 of 13/16 of 27/2880) (.01357080 NRI) 

Thomas R. Smiti 1/16 of 27/2880 WI 
(1/16 of 13/16 of 27/2880) (.00047607 NRI) 

Richard Coats 1.875% of 506/2S80 ORRI 
(1/2 of {17/8 of (13/16 -76%)] - 1.5%}) of 506/2880 (.00271778 NRI) 

Wendell W. Iverson, Ir 1.875 % of 506/2880 ORRI 
(1/2 of {[7/8 of (13/16-76%)] -1.5%}) of 506/2SS0 (.00271778 NRI) 

Thomas R. Smith 1.5% of 506/2880 ORRI 
(.00263542 NRI) 

Total Working / Overriding Royalty Interests . . . .15036893 NRI 
Total Uuleasea Mineral Interests .81493055 NRI 
Total Leasehold Royalty .03470052 NRI 

1.G0O00000 NRI 
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