
H I N K L E , C O X , E A T O N , C O F F I E L D & H E N S L E Y 

LEWIS C. COX 

PAUL W. EATON 

CONRAD £ COFFIELD 
HAROLD L. HENSLEY. JR 
STUART D SHANOR 
ERIC • . LANPHEtfE 
C. • . MARTIN 
ROBERT P. TINNIN. JR 
MARSHALL G MARTIN 
OWEN M LOPEZ 
DOUGLAS L. LUNSFORD 
J O H N J. KELLY 
NICHOLAS J. NOEDING 
T CALDER EZZELL, JR. 
WILLIAM B BURFORD* 
RICHARD E. OLSON 
RICHARD R WILFONG* 
THOMAS J Mc BRIDE 
JAMES J WECHS1-ER 
NANCY S. CUSACK 
JEFFREY L FORNACIARI 
JEFFREY D HEW&TT 
JAMES BRUCE 
JERRY F. SHACKELFORD* 
JEFFREY W HELLBERG" 
ALBERT L. PITTS 
THOMAS M HNASKO 
J O H N C CHAMBERS-
GARY D. COMPTON* 
MICHAEL A. GROSS 
THOMAS D. HAINE-S, JR 
GREGORY J NIB ERT 
DAVID T MARKETTE* 
MARK C. DOW 

" N O T U C E N S E P 1 

FRED W SCHWENDIMANN 
JAMES M HUDSON 
JEFFREY S BAIRD* 
REBECCA NICHOLS J O H N S O N 

WILLIAM P. JOHNSON 
STANLEY K. KOTOVSKY. JR 
H. R. THOMAS 
ELi_EN S CASEY 

MARGARET CARTER LUDEWIG 

S BARRY PAISNER 
STEPHEN M. CRAMPTON 
MARTIN MEYERS 
GREGORY S WHEELER 
ANDREW J CLOUTIER 
JAMES A G LLESPIE 
GARY W LARSON 
STEPHAN E -ANDRY 
JOHN R ^U^SETH. JR 
MARGARET R McNETT 

BRIAN T CART WRIGHT" 
LISA K. SMITH-
ROBERT H BETHEA* 
BRADLEY W HOWARD 
CHARLES A SUTTON 
NORMAN D EWART 
DARREN T GROCE* 
MOLLY MCINTOSH 
MARC1A B LINCOLN 
SCOTT A SHUART* 
DARREN L BROOKS 
CHRISTINE E LALE 
PAUL G NASON 
DARLA M SILVA 

MEW MEXICO 

A T T O R N E Y S A T L A W 

£ I S M O N T E Z U M A 

P O S T O F F I C E B O X 2 0 6 8 

S A N T A F E , N E W M E X I C O 8 7 5 0 4 - 2 0 6 8 

( S 0 5 ) 9 8 2 - 4 5 5 4 

F A X ( 5 0 5 ) 9 8 2 - 8 6 2 3 

CLARENCE E HINKLE (1901-1985) 

W. E. BONDURANT. JR. (1913-1973) 

ROY C. SNODGRASS, JR. : I 9 I 4 - I 9 6 7 I 

' COU J S E L 

O M CALHOUN* 
MACK EASLEY 
JOE W. WOOD 

RICHARD S MORR'S 

WASHINGTON, D.C. 

ALAN u STATMAN* 

Augus t 5, 19 9 3 

7 0 0 U N I T E D B A N K P L A Z A 

P O S T OFF ICE . B O X IO 

R O S W E L L , N E W M E X I C O S 8 2 0 2 

( 5 0 5 ) 6 2 2 - 6 5 1 0 

FAX ( 5 0 5 ) 6 2 3 - 9 3 3 2 

2 S O O C L A Y D E S T A C E N T E R 

6 D E S T A D R I V E 

P O S T O F F I C E B O X 3 5 8 0 

M I D L A N D . T E X A S 7 9 7 0 2 

(915) 6 8 3 - 4 6 9 1 

FAX (915) 6 8 3 - 6 5 1 8 

1 7 0 0 T E A M B A N K B U I L D I N G 

P O S T O F F I C E B O X 9 2 3 8 

A M A R I L L O , T E X A S 7 9 1 0 5 

< S 0 6 ) 3 7 2 - 5 5 6 9 

F A X ( 3 0 6 > 3 7 2 - 9 7 6 1 

5 0 0 M A R Q U E T T E N.W., S U I T E S O O 

P O S T O F F I C E BOX 2 0 4 3 

A L B U Q U E R Q U E , N E W M E X I C O 8 7 t 0 3 

( 5 0 5 ) 7 6 8 - 1 5 0 0 

F A X ( 5 0 5 ) 7 6 8 - 1 5 2 9 

Michael E. Stogner 
O i l Conservation D i v i s i o n 
310 Old Santa Fe T r a i l 
Santa Fe, New Mexico 87503 

Re: A p p l i c a t i o n of Santa Fe Energy Operating Partners, L.P. 
^ompulsogy-fieoXing, Lea County, New Mexico, 

Dea^r>-Mr^SJ;p^rie.r^ 

Pursuant t o the D i v i s i o n ' s request, enclosed i s an A f f i d a v i t 
by C u r t i s Smith w i t h attachments a t t e s t i n g t o the correspondence 
between the A p p l i c a n t and the working i n t e r e s t owners. 

I f you have any questions, or 
i n f o r m a t i o n , do not h e s i t a t e t o c a l l . 

would l i k e a d d i t i o n a l 

Sincerely, 

Kulseth, J r. 

Enclosures 

VIA HAND DELIVERY 

JRK5\93D88.c 



BEFORE THE NEW MEXICO OIL CONSERVATION DIVISION 

APPLICATION OF SANTA FE ENERGY 
OPERATING PARTNERS, L.P. FOR 
COMPULSORY POOLING, EDDY COUNTY, 
NEW MEXICO. 

No. 10,759 

AFFIDAVIT REGARDING NOTICE 

STATE OF NEW MEXICO 
) ss. 

COUNTY OF SANTA FE 

C u r t i s D. Smith, being duly sworn upon h i s oath, deposes and 

st a t e s : 

1. I am over the age of 18 and have personal knowledge of 

the matters s t a t e d h e r e i n . 

2. I am the landman f o r A p p l i c a n t . 

3. A p p l i c a n t has conducted a good f a i t h , d i l i g e n t e f f o r t t o 

f i n d the c o r r e c t addresses of i n t e r e s t owners h e r e i n . 

4. A p p l i c a n t contacted the i n t e r e s t owners h e r e i n regarding 

the p o o l i n g of t h e i r mineral i n t e r e s t s by m a i l i n g t o them the 

l e t t e r s attached hereto. 

C u r t i s D. Smith 

SUBSCRIBED AND SWORN TO before me t h i s 
1993, by C u r t i s D. Smith. 

day of August 

JRK5\93D87.d 



T. V E R N E D W Y E R 
O L S G A E I N V E S T M E N T S 

3 0 G W . T E X A S S U I T E 3 3 3 

r ^ O i - A - s i O . T E X A S 7 3 7 0 1 

November 11, 1992 

James M. Alexander 
P. 0. Box 58 
Abilene, Texas 79604 

RE: O i l & Gas Lease 
E/2NW/A Section 9, T-24-S, R-25-E 
Eddy County, New Mexico 

Dear Mr. Alexander: 

Und er cover l e t t e r dated September 19, 1991, I sent 
instruments t o you covering your undivided mineral i n t e r e s t 
i n tbe captioned land. These instruments provided f o r 
teres v e r b a l l y agreed to by you and tbe other. Guitar h e i r s . 
Your signed lease was never returned. The other owners 
signed and returned t h e i r leases. 

Under cover l e t t e r dated August 19, 1992, I , again, 
sent another set of instruments f o r you t o execute covering 
your mineral i n t e r e s t . Your signed lease tias not been 
returned as of t h i s date. 

Since August 13, 1992, I have made a minimum of 10 
a t t ec pts t o contact you by telephone t o tiiscuss the lease 
and determine your course of a c t i o n . I was fortunat-e enough 
t o t a l k v i t h you personal l y on two -occasions. 

There are . several o p t i o n s a v a i l a b l e ' -to --you should 
you decide n ot t o lease as you pr e v i o u s l y advised. F i r s t , 
you can decide t o p a r t i c i p a t e i n the d r i l l i n g of a -deep, 
Morrow t e s t w i t h the 1/16 m i n e r a l i n t e r e s t you own, w i t h 
Kartba Jane Rhodes and J e r i Alexander L o t t ; or, secondly, 
you can have your min e r a l i n t e r e s t force pooled a t a bearing 
before the Conservation Commission of the. State o f New 
Kexico. I f you decide to j o i n the t e s t w e l l , we w i l l burnish 
you an o p e r a t i n g agreement and AFE, f o r the co6t o f the 
w e l l , which i s estimated t o be $850,000.00. 

In any event, I would appreciate a w r i t t e n response 
d e t a i l i n g which course of a c t i o n you intend t o pursue. 

Sincerely, 

Lyl 

LDC/ja 



O F F I C E 
(91 5 ] 6 8 4 - 7 9 3 3 

T . V E R N E D W Y E R 
OIL S G A S I N V E S T M E N T S 
3 0 0 W . T E X A S , S U I T E 3 3 3 
M I D L A N D . T E X A S 7 9 7 0 1 

F A X 
[ 9 1 5 ] 6 8 * 4 - 4 0 3 2 

July 7, 1993 

James M. Alexander 
Martha Jane Rhodes 
J e r l Alexander Lott 
P.O. Box 58 
Abilene, Texas 79604 

RE: Mosley Canyon "9" St. Com. No. 1 
1980' FEL & 660' FNL 
Section 9, T-24-S, R-25-E 
Eddy County, New Mexico 
10,300' Strawn Test 

Ladies and Gentleman: 

Enclosed herewith, f o r your reconsideration and to 
name Martha Jane Rhodes and J e r i Alexander Lott to evidence 
t h e i r mineral ownership, i s Santa Fe Energy Operating 
Partners, L.P.'s Operating Agreement, dated February 8, 
1993, covering the N/2 of Section 9, T-24-S, R-25-E, Eddy 
County, New Mexico, f o r the d r i l l i n g of the captioned well 
and AFE i n the amount of $416,000.00 dry hole and $742,000.00 
producer. 

In equal proportions, you own f i v e (5) acres of unleased 
minerals i n the E/2 NW/4 of Section 9, which i s 5/320 or 
1.56257. working i n t e r e s t i n the u n i t for the captioned 
w e l l . I f you elect t o j o i n i n the d r i l l i n g of the proposed 
t e s t , your estimated dry hole cost would be $6,500.00 and 
your estimated producer cost would be $11,593.75, such 
cost to be borne equally by each of you. 

I f you elect to join in the d r i l l i n g of this proposed 
test, please sign and date one copy of the AFE and sign 
one copy of the signature page of the Operating Agreement 
and return both the signed AFE and signature page to the 
undersigned, at the letterhead address, within ten (10) 
days of receipt of this l e t t e r . 



James M. Alexander 
Martha Jane Rhodes 
Jeri Alexander Lott 
July 7, 1993 
Page 2 

Under l e t t e r s dated September 19, 1991 and August 
19, 1992, we offered to lease your mineral i n t e r e s t for 
$151.00 per acre bonus, 1/4 r o y a l t y and two year, paid-up 
term. I f you elect to lease, please execute the lease 
and RDO furnished with l e t t e r dated August 19, 1992 and 
place lease, d r a f t and RDO i n your bank for c o l l e c t i o n 
w i t h i n ten (10) days of receipt of t h i s l e t t e r . 

Santa Fe i s ready to commence the proposed test and 
requests that you join or lease; however, i f you elect 
not to do either, Santa Fe w i l l have to commence forced 
pooling procedures. 

I f you have any questions, please c a l l . 

Very truly yours, 

T. Verne Dwyer for 
Santa Fe Energy Operating Partners, 
L.P. 

TVD/ja 

Enclosures 



T . V E R N E D W Y E R 

OFFICE 
]S15) B & 4 - 7 9 3 3 

OIL £ G A S I N V E S T M E N T S 
3 0 0 W . T E X A S . SUfTE 3 3 3 

M D L A N D , T E X A S " 7 3 7 0 1 
RESIDENCE 

[ 915) 6 B S - 5 S 0 3 

August 19, 1992 

James M. Alexander 
P. 0. Box 58 
Abilene, Texas 79604 

RE: O i l & Gas Lease 
E%NW% Sec. 9, T-24-S, R-25-E 
Eddy County, New Mexico 

Dear Mr. Alexander, 

Enclosed please find the following: 

1. Collection Draft - — 
2. Oil & Gas Lease 
3. Ratification and Rental Division Order 
4. Copies for your records 

These instruments are identical to those sent to you under 
cover letter dated September 19, 1991, and included terms agreed 
to you and the other Guitar heirs providing for a bonus consider
ation of $151.00 per net mineral acre, paid-up delay rentals, 2 
year primary term, and 1/4 royalty. 

I called and talked with Kay several times back in 1991 to 
try to get the lease signed and i n , but at that time you had been 
in the hospital and i t just never got done. 

Santa Fe Energy Operating Partners, L. P. i s planning to d r i l l 
a well in Section 9 in the near future. The Original Drilling T i t l e 
Opinion I received last week indicated your interest to be unleased, 
which was a surprise to me since I thought your lease had been in, 
paid off and recorded. 

Please sign the instruments properly and deposit for collection 
at your earliest convenience. Your cooperation w i l l be greatly 
appreciated. 

I f you have any questions, please don't hesitate to c a l l me. 

Sincerely, 

Lyle D. Cannon 

/Idc 
Enclosures 



PROPERTY ACQUISITION BANK DRAFT 
Check No. 

COLLECT DIRECTLY THROUGH Nat ionsBank 
P. 0. Box 1693, Midland, Texas 79702 8-19-92 

CITY STATE DATE 

DAYS AFTER SIGHT, AND SUBJECT TO APPROVAL OF TITLE COVERING S e c t i o n 9 , T " 2 4 ~ B , R - 2 5 ' 

fcddy CTATF OF New M e x i c o COUNTY J STATE OF 

PAY TO 
THE ORDER OF J a m e s M * Alexander, Indv. and A - I - F $755.00 

SEVEN HUNDRED F I F T Y F I V E & NO/100 - D O L L A R S 
VALUE RECEIVED ANO CHARGE TO ACCOUNT OF WITH EXCHANGE 

TO T. Verne Dwyer _ 
i u 1 ~7/ym 

300 W. Texas, Suite 333 ' C ^ g 
LANDMAN • BROI^R 

Midland, Texas 79701 

Lease No. 

Prospect Mulefoot 

Fee I I Minerals I I Lease I X \ Royalty I I ORRI 

Rentals Paid Up I X \ Rentals Non-Paid Up 

Lessor/Payee_§AME S o c i a i Security No.  

Address P. 0. Box 58, Abilene, Texas 79604 

Lessee _ 

Santa Fe Energy Operating Partnerss,!^ P. 
Check Number Total Bonus $ 7 5 5 . 0 0 Bonus Per Acre $ 1 5 1 . 0 0 

Lessor Interest 1 / 1 6 Gross Acres 8 0 Met Acres _5_ 

Lease Date August 19. 1992 Term 2 y e a r s Royalty 1/4 

Rental Date P A I D - U P Rental Per Acre Total Rental Amount 

Rentals Payable At 

Remarks 



OFFICE 
[31 5) SBA-•73,33 R E C E I V E D 

CO 2 9 1993 
LAND DEPT. 

MIDLAND, TX 

T . V E R N E D W Y E R 
OIL S G A S I N V E S T M E N T S 
3 0 0 W . T E X A S , SU ITE 3 3 3 
M I D L A N D , T E X A S 7 S 7 0 1 

February 19, 1993 

Santa Fe Energy Operating Partners L.P 
550 W. Texas, Suite 1330 
Midland, Texas 79701 

Attention: Mr. Curtis Smith 

FAX 
(915] 6S4-4032 

V 
DF 

1 /. 
CD 

RR 

JVvV JG 

X. File 

Dear Curtis, 

RE: 
Eddy County, New Mexico 

Attached please find a copy of certified letter sent 
to James M. Alexander and the signed, return receipt. 
Also attached i s a copy of Santa Fe's AFE to d r i l l the 
Mosley Canyon "9" State Com. No. 1. 

To date, we have had no response to our letter from 
Mr. Alexander. 

Very truly yours, 

T. Verne Dwyer 

TVD/ja 

Attachments 
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RECEIPT FOR CERTIFIED MAIL 
NO INSURANCE COVERAGE PROVIDED 

NOT FOR INTERNATIONAL MAIL 

(See Reverse! 

sJames M. Alexander 
Street and No. _ _ 

P. 0. Box 58 
p Ai , le«!e z , , P G tt 79604 
Postage 

Certified Fee /. SO 
Special Delivery Fee 

Restricted Delivery Fee 

Return Receipt showing 
to whom and Date Delivered 

Return Receipt showing to whom 
Date, and Address ot Delive'y 

TOTAL Postage and Fees s 

Postmark or Date 

r 



T. V, . . UvVYER 

?C= 3'TC vV "'.rxv-. « J- Tr 233 

February 10, 1993 

Ja~es K. Alexander 
P. 0. Box 58 
AMI ere, Tc-yas 7 9604 

RE: Moslev Canvon "9" St. Com. So. 1 
I960' FEL I 660' FNL 
Section 9, T-24-S, R-25-E 
Eddy Courty, Sew Mexico 
10,300 ! Strawn Test 

^ B a i y.i. . r. J c . ' . a r i t i l : 

Enclosed herewith i s Santa Fe Energy Operating Partners, 
L.P. Operating Agreement dated February 8, 1993, covering 
the N/2 of Section 9, T-24-S, R-23-E, Eddy County, New 
.Mexico, f o r tbe d r i l l i n g of tbe captioned w e l l and AFE 
i n tbe amount of $416,000.00 dry hole and $742,000.00 
producer. 

You own f i v e (5) acres of unleased minerals i n the 
E/2 NW/4 of Section 9, which i s 5/320 or 1.5625% working 
i n t e r e s t i n the u n i t f o r the captioned w e l l . I f you e l e c t 
to j o i n i n tbe d r i l l i n g of the proposed t e s t , your estimated 
dry bole cost would be $6,500.00 and your estimated producer 
cost would be $11,593.75. 

I f you e l e c t t o j o i n i n tbe d r i l l i n g of t h i s proposed 
t e s t , please sign and date one copy of the AFE and sign 
one copy of tbe s i g n a t u r e page of tbe Operating Agreement 
and r e t u r n botb the signed AFE and signature page to tbe 
undersigned, at the l e t t e r h e a d address, w i t h i n ten (10) 
days of r e c e i p t of t h i s l e t t e r . 

Under l e t t e r s dated September 19, 1991 and August 
19, 1992, we o f f e r e d t o lease your c i n e r a l i n t e r e s t f o r 
$151.00 per acre bonus, 1/4 r o y a l t y and two year, paid-up 
term. I f you e l e c t to lease, please execute tbe lease 
and RDO furnished w i t h l e t t e r dated August 19, 1992 and 
place lease, d r a f t and RDO in your bank f o r c o l l e c t i o n 
w i t h i n ten (10) days of r e c e i p t of t h i s l e t t e r . 



Producer"* S8—Producer's Revlead 1981 New Mexico Form 342P, Paid-up Printed and (or aaia by Hall-Poorbaugh Praaa, Roawell, N.M. 

OIL & GAS LEASE 

THIS AQREEMENT made thle 1 8 _ £ l l _ day of § £ P _ t £ I I l b S £ 1 » 9 _ 1 _ . between 

James l i . Alexander a_ Individually and as .A&ent..and-Attoj:neyriiL-J'a£.L_: 
Martha Jane Rhodes and J e r i Alexander Lott 
P. 0. Box 58, Abilene, Texas 79604 _ol 

(Po*t Ot l ic* Address) 

n.,.,nc.uao,.„o,iwh.,h.,on.ormof.,.nd _T^_ Verra_ J ^ e r 3 0 0 W. Texas t_.Sui.te 333. Midland. Texas _79_Z01 _ . „ , . . 
1 Lessor, in consideration ot TEN ANO OTHER DOLLARS In hand paid, receipt of which is here acknowledged, and of the royalties herein provided and of the agreements of (he lessee 

ho rem coruamed. nereoy grams, leases and lets exclusively unto lessee lor tne purpose of investigating, exploring, prospecting, drilling, and operating for and producing oil and gas. mi ac
ting gas, waieis, other fluids, and air Into subsurface strata, laying pip* lines, storing oil, building tanks, roadways, telephone Unas, and othar structures and things (hereon to produce, save. 

lake cara ot, treal, procaaa, store and (ran a port aaid mineral s, the following described land In County. Naw Maxico, lo-wlt: 

T-24-S, R-25-E, N.M.P.M. 

Section 9: E% NW% 

Said land It at l lmaled to rj>mpnaa fl Q — — t e i t t whether it actually comprltaa mora or I t t l . 

2 Subiaci to tna othar provi t lont herein contained, th l t laaaa ahall ramam In lore* lor a tarmot — t W O ( 2 ) yeefelrom Ihle date (celled "primary term"i and a* 
long inaraaMar aa on or gaa is, prooucad Irom aald land or Irom land with which ta id land It pooled. 

3 Tha royamat lobe paid by leateaare: (a) on oil, and othar liquid hydrocarbon* taved at lha wall, _ 1 / _4 ol lhal produced and taved Irom said land. 
same lo be delivered at ina walla or to t n * credit o l la t tor In tha pipeline to wmch Ihe walla may ba connected; lb) on gat, Including caalnghead gaa or other gaseous aubelanca produced 

from taid i tnd and uaed of I the premleea or uaad In the manufacture o l gaaollne or other producta. tha merhet value al tha well ol 1 / 4 of the gaa uaad. 

1/4 
provided that on gaa sold on or off the premises, tha royalties ahall ba . ( of the amount realized from such sale, (c) and at any time when this lease is 
noi e-aiiOttitjd oy omer provisions neieof and there la a gaa and/or condensate well on said land, or land pooled therewith, but gas or condensate is not being so sold or used and such wen is 
shut in. auner before or after production tn*r*trom. then on or betore 90 days after said well is shut In, and thereafter at annual intervals, leasee may pay or tender an advance shul m royalty 
equal to ti 00 per net aaa ol lessor's gaa acreage then held under thia lease by the party making such payment or tender, and so long as aaid ahui in royalty <a paid or tendered, this lease 
shail not terminate and it snail be considered under all clauses hereof that gaa la being produced from the leased premises In paying quantities Each such payment Shan be paid or tendered 
to the party or parties who al tne tune of Such payment would be entitled to receive the royalties which would be paid undei this lease if ihe well were in fact producing Tne payment or 
lender of royalties and shut in royalties may be mad* by Chech or draft. Any timely payment or tender ot shut-In royally which is made in a bona floe attempt lo make proper payment bui 
which is erroneous in wnoleoi in pari es to parties or amounts, shall nevertheless be sufficient to prevent teiminatlon ot this leaae in the same manner aa though a proper payment nao been 
made >r lessae shall correct such error within 30 days after lessee has received written notice tnereot by ceriihed man from tne party ut parues entitled to ieceive pay man i together with BULU 
writ i en instruments for certified copies thereof) as are necessary to enable lessee to make proper payment The amount realized from the sale ol gaa on or off tne premises anaii be the price 
astaousned by tne gaa sates contract entered into in good faith by lessee and gaa purchaser for such lerm and under such conditions aa are customary in tna industry Price snait mean tne 
net amount received by lessee after giving effect to applicable regulatory orders and after application of any applicable price ad|uatments specified in such contract ot regulatory orders «*•• 
inu i.am IUUUUU me»wpiaseea, nsais. aaniias) si iaWjaiaiee saeli gee luneihsi ew m u« ihu laesea pi'awisae, ei neiisuuils gee uM ifie leeeeu planuses, laeaaa m euniuminu miani 
Meieeime. »e, see m I ta laea.isas a mtt. 

4 This is a paid up leaae and lessee ahall not ba obligated during tha primary term hereof to commence or continue any operations ol whatsoever character or to make any payments 
hereunder m order to maintain tma lease in force during the primary lerm. however, this provision Is not intended to relieve lessee of tha obligation to pay royalties on actual production pur 
suant to (he provisions or Paragraph 3 hereof 

5 Lessee is nereoy granted the right and power, from time to time, to pool or combine this lease, tha tsnd covered by It or any part or horizon thereof with any other tano. leases, mineral 
estates or parts thereof tor the production of oil or gaa. Units pooled hereunder snail not exceed the standard proration unit fixed by law or by the Oil Conservation Division of the Energy and 
Minerals Department of tne Stale of New Mexico or by any otnei lawful authority for the pool or area In which said land Is situated, plus a tolerance of ten percent Leasee snail tne written 
nnn designations in tne county m wnicn tne premises.are located and such units may be designated from time lo time and either before or after tne completion ot wells Drilling operauons 
L,IL or production from any pan of any sucn unit shatl be considered for all purposes, except the payment of royalty, as operations conducted upon or production trom the land described in 
tnis tease There snail be allocated to the land covered by this lease included In any such unit thai portion of tha total production ot pooled minerals from wells in the unit after deducting any 
used in lease or unit operations, which tne nai oil or gaa acreage in tha land covered by this lease Included In the unit bears to tne total number of surface seres in the unit The production so 
allocated snaii be conaidered tor ail purposes, including lha payment or delivery of royally, to be the entire production ot pooled minerals trom tne portion of said land covered hereby and in 
v.'Lded m said unit in the same manner as though produced from said land under the terms of this lease. Any pooled unit designsted by leasee, ss provided herein, may be dissolved by 
lessee by recording an appropriate instrument In lha County where tna land is situated at any time after the completion of a dry hola or lha cessation of production on said unit. 

6 il at tna expiration ol tne primary term thera la no welt upon said land capable of producing on or gas. but laaaee hsa commenced operations tor drilling or reworking thereon this lease 
man 'amain m force so long as operations are prosecuted with no cassation of more tnan 00 consecutive days whether such operations ba on the same well or on a different or addn<on«i 
wen or y,«ii3 and it iney result in the production ot oil or gaa, so long therafter ae oil or gas is produced Irom said land If. after the expiration of tne primary term, all walls upon said land 
should become incapable ot producing tor any causa, thia laaaa shall not terminate it lessee commences operations tor additional drilling or tor reworking wiinin 60 days thereafter it any 
drilling, additional dri l l ing, or reworking operations hereunder result in production, then this leese shall remein In full force ao long thereafter as oil or gas is produced hereunder 

f Leasee shall nave free use of oil. gas and watar trom aald land, except water from lessor's wells and tanks, lor all operations hereunder, and tne royalty shall be computed atiar aeduc 
nng any so used Lessee snail nave tha right at any time during or after the expiration of this tease lo remove all property and fixtures placed by lessee un said land, including the ngni tc 
, l r«* and remove ail caaing When required Oy lasso**, leaae* wil l bury all pipe lines on cultivated lands below ordinary plow depth, and no well shatl be drilled witntn two hundred feet (200 tt.) 
ol any residence or bern now on said land without lessor'* consent Lessor shall have the privilege, at his risk and expense, of using gas trom any gaa wen on said land for stoves snd inside 
ngnis m me principal dwell ing tnereon. out ot any surplus gaa not needed for operations hereunder 

6 Tne ngnis ol either party hereunder may beeaalgncd in whole or in pari and tha provisions hereof shall extend to ineir heirs, executors administrators successors and sssigns but no 
cnanga >n me ownersmp of lha lend or in Ihe ownership of, or rights IO receive, royalties or shut in royalties, however accompltahed shall operate to enlarge tne obligations oi diminish i'<e 
r.grits oi leaaee and no such change or division snail ba binding upon lessee tor any purpose until 30 days after lessee nae bean furnished by certified mail al lessee s principal place o< 
business * i i n acceptable instruments or cam tied copies lharaol conalituting tha chain nt title from ihe original lessor If any such change in ownership occurs through ihe death ot tne 
owner lessee mey el its upturn pay or lender any royalties or shut-in royalties in the name ot the deceased or to his estate or to nis heirs executor or administrator until Such time as as saa 
rias been fu'r.isned with evidence satisfactory to laaaee aa to tha parsons entitled to auch sums An assignment ot this tease in whole or In pan shall, to the extent of sucn assignment 
reneva and discharge lessee ol any obligations hereunder and. If lessee or assignee of pari or pans nereot shell fall or make default in the payment ol the proportionate pan of royalty or snut 
m royalty due from such leasee or assignee or tall to comply w.lhany ol ihe provisions of this isssa, such defauli shall not affect this lease insofar aa it covers a part of said lands upon wmch 
lessee or an> assigns* inerof snail property comply or make auch payments. 

ft Should ivsse* be prevented from complying with any ax press or Implied covenant of this lease, or trom conducting drilling or reworking operations hereunder, or Irom pioducmg on or 
gas nereonuer by reason ol scarcity or inability 10 obtain or use equipment or malarial, or by operauon ut force majeure, or by any Federal or slate law or any order, rule o< regulation ol 
govermentmtjnrai authority men while so prevented, leasee's duly shatl be Suspended, and lessee snail not oe liable for (allure to comply therewith, and this leese snaii be extended wh<ie 
ano so icng as lessee is prevented by any sucn cause from conducting drilling or reworking operetlona or from producing oil or gaa hereunder, and the time while lessee is so prevented snaii 
not be counted againsi lessee anything tn thia laaaa to I h * contrary notwithstanding 

10 l essor nereoy warrants and agrees to defend tha title to said land and agreea that leasee at its option may discharge any lax. mortgage or other lien upon said land and in the event 
lessee uoas so n shen be aubiogated lo such Hen with i n * right to enforce same and to apply royalties end shut in royalties payable hereunder toward sanely mg same Without impairment ,,t 
• ssee s cunts under tne warraniy it this leaae covera a lees intereat in tne oil or gaa m ail or any pan ol aaid (and man the enure and undivided lee simple estate iwn«ine< >«aaor a <nte-eei .* 
harem i_.ee ihod o i nut) men tn« .oyaitiee. snut in royally, and other peymence. it any. accruing trom any pan aa to which thia teaea covere leee then such tun .ntereat. anai< oe paid o m , m ina 
propon .on wn. t n the interest therein it any. covered Oy this teeee. bears to tne whole and undivided fee airnpie eetete therein Should any one or more o l the pertiee named aoove as lessor a 
Ian io execute i n n lease n shell nevertheieee b* binding upon t h * party or panies executing the same 

i , L e „ „ ( ,s o. n.s successors nans end assigns, shall nave the right at any lime to surrender this leese. in wnoie or in pen. to lessor or ms ne.rs. successors, a n d i s j ' j n i t y . d * " ; * ' ' " g 

or memna a reia.se thereof io tne lessor, or by placing a ralaaa* thereot of record in the couniy in which said land is sllusted. thereupon lessee snail be relieved from sn °* .gai .on» e.press 
« 2 I X o!1 » n % ^ r . * m e n i l a to acreage so .urrendered, and therafter t n * anul ln royalty payabi* h*r*und*r snail be reduced in th * proportion lhat t h * acreage cov*r*d hereby is reduc 
ed by said release oi releasee 



RATIFICATION AND RENTAL DIVISION ORDER 

KNOW ALL MEN BY THESE PRESENTS: 

Tha i . WHEREAS, thai certain oil and gas lease, dated . September 18, 1991 (rom 

James M. Alexander, Indiv. and as Agent and A-I-F for 

Martha Jane Rhodes and J e r i Alexander L o t t 

to_ 

of the 

P. 0. Box 58, Abilene, Texas 79604 Lessors. 

T. Verne Dwyer 

Records of Eddy 
as Lessee, recorded in Book 

County. New Mexico 
Page. 

is owned by 

T. Verne Dwyer, 300 W. Texas, Suite 333, Midland, Texas 79701 

in so far as il covers the following described land in . 
to wit: 

Eddy . County. New Mexico 

T-24-S, R-25-E. N.M.P.M. 

Sec t ion 9: E% NW% 

NOW. THEREFORE. In consideration of the sum of One Dollar ($1 00) and other good and valuable considerations, we 

THE UNDERSIGNED 

and each of us. do hereby ratify, approve, confirm, and adopt the above described oil and gas lease in so far as it covers the above described land, and 

do hereby lease, demise and let said land unto T . V e r n e D w y e r subject to and under all of the terms and provisions 
of said lease, and as to said land, do hereby agree and declare that said lease is now in lull lorce and effect, thai payment has been duly made of the 
enure bonus consideration and all of the delay rentals necessary to extend said lease to the next rental paying date: and each of the understated agrees 
that any delay rentals which may be paid under the terms ol said lease with respect to the above described land may be divided as follows: 

C R E D I T T O 

James M. Alexander, Indiv. 
and Agent and A-I-F for 
Martha Jane Rhodes and J e r i 
Alexander L o t t 

F r a c t i o n a l 
I n t a rea t 

1/16 

AMOUNT 

Paid-Up 

DEPOSITORY 

and that payment or tender, of the amount set forth opposite his name, directly or to his credit in the depository bank at the times and in the manner 
specified in said lease wi l l , as to his interest tn the said land, extend said lease and continue the same In full force and effect according to its leims. 
provided, that if no amount is above sel forth opposite his name, then payment oi the amounts above tat forth to the other parties, or ihe* successors 
In interest, will so extend said leas* This instrument shal be fully binding upon, and effective as to the inlerest of. each of the above named parsons who 
executes the same, without regard to execution or lack of execution by ihe others or by any other person whomsoever 

We. and each oi us. hereby release and waive all rights ol dower and homestead in the above indentified land and Ihe provisions hereof 

shall be binding upon the heirs, legal representatives, successors, and assigns of each of us 

WITNESS our hands and seals th is . . day o l . 19 91 

James M. Alexander, Indiv. and 
Agpnf anH A-T-F f n r M a r r h a Jane 

Rhodes and J e r i Alexander L o t t 



s.a.eo, TEXAS 
Individual Acknowledgment 

County of T A Y L U K 

The foregoing Instrument was acknowledged before me this day of 1 9 ^ 1 

b y James M. Alexander, I n d i v . and as Agent and A-I -F fo r Martha 
Jane Rhodes and J e r i Alexander Lot t 

My Commission Expires No«»r»Pabltc 

Notary's Printed Name: 

Slate of 
Individual Acknowledgment 

County of 

The foregoing Instrument was acknowledged before me this day of 19 

by : _ _ _ _ _ 

My Commission Expires: ntota— Public 

Notary's Printed Nan_ 

State of 
Individual Acknowledgment 

County of 

The foregoing Instrument was acknowledged before me this day of 19_ 

by 

My Commission Expires: _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ Noi«—i public 

Notary's Printed Narnej 

THE STATE O F T E X A S . 

Single Acknowledgment 
County of 

Before me. Ihe undersigned authority, on this day personally 

appeared 

known lo me to be the person whose name subscribed to the foregoing instrument, and acknowledged to me that he 
executed the same for the purposes and consideration therein expressed. 

Given under my hand and seal of office on this, the day of A D . 19 

My commission expires 
(SEAL) Notary Public in and for County. Texas 

Notary's Printed Name: 

THE STATE OF TEXAS. 

Single Acknowledgment 
County of _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ 

Before me. the undersigned authority, on this day personally 

appeared 

known lo me to be the person whose name subscribed to Ihe foregoing instrument, and acknowledged to me that he 
executed the same lor the purposes and consideration therein expressed 

Given under my hand and seal of office on this Ihe day of A D . 19 

My commission expires: 
(SEAL) Notary Public In and for Couniy Texas 

Notary's Printed Name: 

THE STATE OF TEXAS. 
Single Acknowledgment 

County of 
Before me the undersigned authority, on thu day personally 

appeared 

known to me to be the person whose name subscribed lo the foregoing Instrument and acknowledged to me thai 
executed the same for the purposes and consideration therein expressed 

Given under my hand and seal of office on this the day of A D 1° 

My commission expires 
(SEAL) Notary Public In and for County Texas 

Notary's Printed Name: 
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A.A.P.L. FORM 610 - MODEL FORM OPERATING AGREEMENT - 1982 

GUIDANCE IN THE PREPARATION OF THIS AGREEMENT: 

1. Title Page - Fill in blanks as applicable. 

2. Preamble. Page I • Enter name of Operator. 

3. Article II • Exhibits: 
(a) Indicate Exhibits to be attached. 
(b) If it is desired that no reference be made to non-discnmination, the reference to Exhibit " F " should be deleted. 

4. Article DI.B. - Interests of Parties in Costs and Production - Enter royalty fraction as agreed to by parties. 

5. Article IV.A. - Title Examination - Select option as agreed to by the parties. 

6. Article IV.B. - Loss of Title - If "Joint Loss" of Title is desired, the following changes should be made: 
(a) Delete Articles IV.B.l and IV.B.2. 
(b) Article IV.B.3 - Delete phrase "other than those set forth in Articles IV.B.l and IV.B.2 above." 
(c) Article VfJ.E. - Change reference at end of the first grammatical paragraph from "Article IV.B.2" to "Article IV.B.3." 
(d) Article X. - Add as the concluding sentence - "All claims or suits involving title to any interest subjea to this agreement shall be 

treated as a claim or a suit against all parties hereto." 

7. Article V - Operator - Enter name of Operator. I 

8. Article VI.A - Initial Well: ^ 
(a) Date of commencement of drilling. 
(b) Location of well. 
(c) Obligation depth. 

9. Article VI.B.2.(b) - Subsequent Operations • Enter penalty percentage as agreed to by parties. 

10. Article VI.C. - Taking Production in Kind • If a Gas Balancing Agreement is not in existence nor attached hereto as Exhibit " E " , then use 
Alternate Page 8. 

11. Article VII.D l. - Limitation of Expenditures - Select option as agreed to by parties. 

12. Article VII.D.3. • Limitation of Expenditures • Enter limitation of expenditure of Operator for single project and amount above which 
Operator may furnish information AFE. 

13. Article IX. - Internal Revenue Code Election • Delete this article in the event the agreement is a Tax Partnership and Exhibit " G " is at
tached. " 

r 

14. Article X. - Claims and Lawsuits • Enter claim limit as agreed to by parties. 

IV Article XIII. Term of Agreement: 
a Select Option as agreed to by parties. 

b) If Opuon No 2 is seleaed. enter agreed number of days m two i2) blanks. 

16. Article XIV B Governing Law Enter state as agreed to by parties. 

17 Signature Page Enter effeaive date. 



A.A.P.L. FORM 610 - MODEL FORM OPERATING AGREEMENT - 19ck 

TABLE OF CONTENTS 
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A.A.P.L. FORM 610 - MuDEL FORM OPERATING AGREEMENT - 1982 

l _ OPERATING AGREEMENT 
2 
3 THIS AGREEMENT, entered into by and h g » — Santa Fe Energy O p e r a t i n g 
4 P a r t n e r s , L . P . hereinafter designated and 
5 referred to as "Operator", and the signatory parry or parties other than Operator, sometimes hereinafter referred to individually herein 
6 as "Non-Operator", and collectively as "Non-Operators". 
7 
8 WITNESSETH: 
9 

10 WHEREAS, the parties to this agreement are owners of oil and gas leases and/or oil and gas interests in the land identified in 
11 Exhibit "A", and the parties hereto have reached an agreement to explore and develop these leases and/or oil and gas interests lor the 
12 produaion of oil and gas to the extent and as hereinafter provided, 
13 
14 NOW, THEREFORE, it is agreed as follows: 
15 
16 ARTICLE I. 
17 DEFINITIONS 
18 
19 As used in this agreement, the following words and terms shall have the meanings here ascribed to them: 
20 A. The term "oil and gas" shall mean oil, gas, casinghead gas, gas condensate, and all other liquid or gaseous hydrocarbons 
21 and other marketable substances produced therewith, unless an intent to limit the inclusiveness of this term is specifically stated. 
22 B. The terms "oil and gas lease", "lease" and "leasehold" shall mean the oil and gas leases covering tracts pf land 
23 lying within the Contraa Area which are owned by the parties to this agreement. t 
24 C. The term "oil and gas interests" shall mean unleased fee and mineral interests in tracts of land lying within the 
25 Contraa Area which are owned by parties to this agreement. 
26 D. The term "Contraa Area" shall mean all of the lands, oil and gas leasehold interests and oil and gas interests intended to be 
27 developed and operated for oil and gas purposes under this agreement. Such lands, oil and gas leasehold interests and oil and gas interests 
28 are described in Exhibit "A". 
29 E. The term "drilling unit" shall mean the area fixed for the drilling of one well by order or rule of any state or 
30 federal body having authority. If a drilling unit is not fixed by any such rule or order, a drilling unit shall be the drilling unit as establish-
31 ed by the pattern of drilling in the Contraa Area or as fixed by express agreement of the Drilling Parties. 
32 F. The term "drillsite" shail mean the oil and gas lease or interest on which a proposed well is to be located. 
33 G. The terms "Drilling Party" and "Consenting Pany" shall mean a party who agrees to join in and pay its share of the cost of 
34 any operation conducted under the provisions of this agreement. 
35 H. The terms "Non-Drilling Party" and "Non-Consenting Party" shall mean a party who elects not to parucipate 
36 tn a proposed operation. 
37 
38 Unless the context otherwise clearly indicates, words used in the singular include the plural, the plural includes che 
39 singular, and the neuter gender includes the masculine and the feminine. 

40 
41 - ARTICLE II. 

42 ~ EXHIBITS 
43 
44 The following exhibits, as indicated below and attached hereto, are incorporated in and made a pan hereof: 
45 3 A Exhibit "A", shall include the following information: 
46 (1) Identification of lands subiea to this agreement. 
47 (2) Restrictions, if any. as to depths, formations, or substances, 
48 (3) Percentages or fractional interests of parties to this agreement. 
49 (4) Oil and gas leases and/or oil and gas interests subiea to this agreement. 
50 (V Addresses of parues (or nonce purposes. 
51 3 B Exhibit *B". Form of Lease. 
52 oc C. Exhibit " C " . Accounting Procedure. 
53 3 D Exhibit "D". Insurance. 
54 3 E. Exhibit " E " . Gas Balancing Agreement. 
55 3 F Exhibit " F " . NonDiscnmtnation and Certification of Non Segregated Facilities. 
56 C G. Exhibit " G ' \ Tax Partnership. 
57 If any provision ol any exhibit, except Exhibits "E" and "G". is inconsistent with any provision contained m tht *>*jv 
58 of this agree—ent. the provisions in the body of this agreement shall prevail. 

59 
'<) 
(.1 
"2 

'.) 

•I 



A.A.P.L. FORM 610 - jviODEL FORM OPERATING AGREEMEN i - 1982 

1 ARTICLE I I I . 
2 " INTERESTS OF PARTIES 

3 

4 A. Oil and Gas Interests: 
5 
6 If any party owns an oil and gas interest in the Contraa Area, that interest shall be treated for all purposes of this agreement 
7 and during the term hereof as if it were covered by the form of oil and gas lease attached hereto as Exhibit " B " . and the owner thereot 

8 shall be deemed to own both the royalty interest reserved in such lease and the interest of the lessee thereunder. 

9 
10 B. Interests of Parties in Costs and Produaion: 
11 
12 Unless changed by other provisions, all costs and liabilities incurred in operations under this agreement shall be borne ind 
13 paid, and all equipment and materials acquired in operations on the Contraa Area shall be owned, by the parues as their interests are set 
14 forth in Exhibit " A " . In the same manner, the parties shall also own all production of oil and gas from the Contract Area sub|ect to the 
15 payment of royalties to the extent of o n e - e i g h t h ( 1 / 8 t h ) which shall be borne as hereinafter set forth. 

16 
17 Regardless of which pany has contributed the lease(s) and/or oil and gas interest(s) hereto on which royalty is due and 
18 payable, each party entitled to receive a share of production of oil and gas from the Contraa Area shall bear and shall pay or deliver, or 
19 cause to be paid or delivered, to the extent of its interest in such production, the royalty amount stipulated hereinabove and shall hold the 
20 other parties free from any Liability therefor. No party shall ever be responsible, however, on a price basis higher than the price received 
21 by such party, to any other party's lessor or royalty owner, and if any such other party's lessor or royalty owner should denfend and 
22 receive settlement on a higher price basis, the party contributing the affeaed lease shall bear the additional royalty burden attributable to 
23 such higher price. * 
24 

25 Nothing contained in this Article II1.B. shall be deemed an assignment or cross-assignment of interests covered hereby 

26 
27 C. Excess Royalties, Overriding Royalties and Other Payments: 
28 
29 Unless changed by other provisions, if the interest of any party in any lease covered hereby is subject to inv rovaltv. 
30 overriding royalty, production payment or other burden on production in excess of the amount stipulated in Article HI S . such part\ so 
31 burdened shall assume and alone bear all such excess obligations and shall indemnify and hold the other parties hereto harmless irom .inv 
32 and all claims and demands for payment asserted by owners of such excess burden. 

33 
34 D. Subsequently Created Interests: 

35 
36 If any party should hereafter create an overriding royalty, production payment or other burden payable out ot production 
17 attributable to its working interest hereunder, or if such a burden existed prior to this agreement and is not set forth in Exhibit ' A . r 
38 was not disclosed in writing to all other parties prior to the execution of this agreement by all parties, or is not a jointly acknowledged ind 
9̂ accepted obligation of all parties {any such interest being hereinafter referred to as "subsequently created interest'" irrespective oi the 

tO timing of its creation aiftj the party out of whose working interest the subsequently created interest is derived being heretnatter reterrcd 
41 to as "burdened party*'), and: 
12 

1. If the burdened party is required under this agreement to assign or relinquish to any other party, or parties, all or a portion 
V} of its working interest and/or the production attributable thereto, said other party, or parties, shall receive sjid assignment md. r 
J5 production free and clear of said subsequently crea'ed interest and the burdened party shall indemnify and save said other r-irtv. 

or parties, harmless from any and all claims and demands for payment asserted by owners of the subsequentlv crvateu irmrot 

(7 and. 

>8 

)9 2. If the burdened party fails to pay. when due. its share of expenses chargeable hereunder, all provisions of Article Vll B .h.ul •<«• 
50 enforceable against the subsequently created interest in (he ume manner as they are enforceable against the work inn n.cri-- t 
51 the burdened party 
52 

5< ARTICLE IV. 

VI TITLES 
55 
Vi A. Title Examination: 
5-" 
Srt Title examination shall be made on the drillsite of any proposed well prior to commencement ot Jnllinn p>' " s ' 
v > the Drilling Parties so request, title examination shail be mai> c>n the leases and/or oil and gas interests included r pun ro 
«) pd. :n the drilling unit around such well. The opinion will include the ownership of the working interest, minerals, r u.n -\.••• 
•I ro\aliv and production payments under the applicable leases At the time a well is proposed, each partv lontrtrm'tn* '.n- - , 

'•2 us mirrrMS ro ihe Jnllsite or to he included in such drilling unit, shall furnish to Operator ail abstracts cnduJin* •,. 
* ri-p«.r's ••'.\e .pinions, title papers and curative matrri il in us pmscisiivi trer of charge All such mtnrmatu-n not -i <>. ••• 

• i - „ r i.ailjnir to Operator -he parties. Nil n.-st-̂ -urv tor :hr <-sarmnation ot the title, shall V > huinrd I>T> ' ' 
j „ •., ij-r-inrci ''v j " rnrvs n .t\ -;att . r »<v i,;sui« iff- rn«-v\ I pn-s I i l ! -itic pinions .hail V !i.."»:sho' 

- • • !*-•• N: : . .•••.-J ( i?>-rit.-r n 'his -i:.r pr »nm sPu-i v N rnc o • »% 



A.A.P.L. FORM 610 - MODEL FORM OPERATING AGREEMENT - 1982 

ARTICLE IV 
continued 

1 53 Option No. 2: Costs incurred by Operator in procuring abstracts and fees paid outside attorneys for titie examination 
2 (including preliminary, supplemental, shut-in gas royalty opinions and division order title opinionsi shall be borne by the Drilling Parties 
3 in the proportion that the interest of each Drilling Party bears to che tocal interest of all Drilling Parties as such interests appear in Ex 
4 hibit " A " . Operator shall make no charge for services rendered by its staff attorneys or other personnel in the performance ot the above 
5 functions. 
6 
7 Each party shall be responsible for securing curative matter and pooling amendments or agreements required in connection 
8 with leases or oil and gas interests contributed by such party. Operator shall be responsible tor the preparation and recording ot pooling 
9 designauons or declarations as well as the conduct of hearings before governmental agencies for the securing of spacing or pooling orders. 

10 This shall not prevent any party from appearing on its own behalf at any such hearing. 
11 
12 No well shall be drilled on the Contract Area until after (1) the title to the drillsite or drilling unit has been examined as above 
13 provided, and (2) the title has been approved by the examining attorney or title has been accepted by all of the parties who are to par 
14 ticipate in the drilling of the well. 
15 
16 B. Loss of Title: 
17 
18 1. Failure of Title: Should any oil and gas interest or lease, or interest therein, be lost through failure of title, which loss results in a 
19 reduction of interest from that shown on Exhibit " A " , che party contributing the affected lease or interesc shall have ninetv 90! davs 
20 from final determination of title failure to acquire a new lease or other instrument curing the entirety of the title failure, which acquisi-
21 cion will not be subject to Article Vlll.B., and failing to do so. this agreement, nevertheless, shall continue in force as to all remaining oil 
22 and gas leases and interests: and, 
23 (a) The party whose oil and gas lease or interest is affected by the title failure shall bear alone the entire loss and it shall not be 
24 entitled to recover from Operator or the other parties any development or operating costs which it may have theretofore paid ortlncurred. 
25 but there shall be no additional liability on its part to the other parties hereto by reason of such title failure: J: 
26 (b) There shall be no retroactive adjustment of expenses incurred or revenues received from the operation of the interest which has 
27 been lost, but the interests of the parties shall be revised on an acreage basis, as of the time it is determined finally that title failure has oc 
28 curred, so that the interest of the party whose lease or interest is affected by the title failure will thereafter be reduced in the Contract 
29 Area by the amount of the interest lost; 
30 (c) If the proportionate interest of the other parties hereto in any producing well theretofore drilled on the Contract Area is 
31 increased by reason of the title failure, the party whose title has failed shall receive the proceeds attributable to che increase in such m-
32 terest (less costs and burdens attributable thereto) until it has been reimbursed for unrecovered costs paid by it in connection with such 
33 well: 
14 (d) Should any person not a party to this agreement, who is determined to be the owner of any interest in the title which has 
35 failed, pay in any manner any pan of the cost of operation, development, or equipment, such amount shall be paid to che partv or parties 
16 who bore the costs which are so refunded; 

37 (e) Any liability to account to a third party for prior production of oil and gas which arises by reason of title failure shall he 
38 borne by the party or parties whose title failed in che same proportions in which they shared in such prior production: and. 
39 if) No charge shall be made to the joint account for legal expenses, fees or salaries, in connection with the defense ot the interest 
40 claimed by any pany hereto, it being the intention of the parties hereto that each shall defend title to its interest and bear all expenses m 
11 connection therewith. 
42 
\\ 2. Loss by Non-Payment or Erroneous Payment of Amount Due: If. through mistake or oversight, any rental, vhui m well 
t4 pavment. minimum royalty or royalty payment, is not paid or is erroneously paid, and as a result a lease or interest therein terminates. 
(5 there shall be no monetary liability against the party who failed to make such payment. Unless the party who failed to make the required 
i6 payment secures a new lease covering the same interest within ninetv <90> days from the discovery ot the failure to make proper pavment 
i " which acquisition will not be subject to Article Vlll.B.. the mcerests of the parties shall be revised on an acreage basis, ettecf.'.e is i the 
itf Jate of termination of the lease involved, and the party who failed to make proper payment will no longer be credited with an interest n 
i9 the Contract Area on account of ownership of the lease or interest which has terminated. In the event the party who tailed to make the 
50 required pavment shall not have been fully reimbursed, at the time ol the loss, from the proceeds of the sale of oil and gas attrlmtaMe : > 
51 the lost interest, calculated on an acreage basis, for the development and operating costs theretofore paid on account ot sueh interest, t 
52 shall be reimbursed for unrecovered actual costs theretofore paid hy it hut not for its share ot the cost ot any drv hole pre\ IOUSU :r ed 
51 or wells previously abandoned) from so much of the lollowing as is necessary to effect reimbursement: 

54 ai Proceeds of oil and gas. less operating expenses, theretoiore accrued to the credit ot the lost interest, on an uri .m 
55 up to the amount of unrecovered costs; 
y> 'bl Proceeds, less operaung expenses, thereafter accrued attributable to the lost interest on an acreage basis, t that ;> r- T < 
57 oil and gas thereafter produced and marketed 'excluding production trom an> wells thereafter drilled) which, m the ahŝ n̂ e i M.. • i« 
5>t termination, would be attributable to (he lost interest on an acreage basis, up to the amount of unrecovered costs, ihe pr.̂ .-.-.s r 
V) portion of the ml and gas to he contributed by the other parties in proportion to their respective interests, and. 
cal c i Anv monies, up to the amount of unrecovered costs, that mav he paid by anv panv who is. or becomes, the own. r i 'ie s-
(>l lost, lor the privilege of participating in the Contract Area or becoming a party to this agreement 

M 1 Other Losses All lcrs.seŝ incyrred\*ather than those set forth in Articles IV B I and IV B 2 ahme shall *nt s. . 
M and shall he home hv all parties m proportion to their interests There shall he no reidiustment of interests in the rema ning prr . n 
, .5 th+ ( ' . i f i i r j i T A r e i 
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t ARTICLE V. 

2 _ OPERATOR 
3 
4 A. Designation and Responsibilities of Operator: 
5 
6 Santa Fe Energy Operating Partners, L.P. ^ t h e 

7 Operator of the Contraa Area, and shall condua and direa and have full control of all operations on the Contraa Area as permitted and 
8 required by. and within the limits of this agreement. It shall condua all such operanons in a good and workmanlike manner, but it shall 
9 have no liability as Operator to the other parties for losses sustained or liabilities incurred, except such as may result from gross 

10 negligence or willful miscondua. 
11 
12 B. Resignation or Removal of Operator and Selection of Successor: 
13 
14 1. Resignation or Removal of Operator: Operator may resign at any time by giving written notice thereof to Non-Operators 

15 If Operator terminates its legal existenceftio longer owns an ^^^cS1 >Xa(yT 'S4lee<c(i?tract s\Sc!c<issSt$roni?ff cIR?cl6rtf&iricM v'*t' 
16 Operator, Operator shall be deemed to have resigned without any action by —--apt rhn ssi—a— gfcCJDTirjTjL^T' LIJL.. 
17 may be removed if it fails or refuses to carry out its duties hereunder, or becomes insolvent, bankrupt or is placed irf recefvership^y tr» 1~0w 

18 affirmative vote of two (2) or more Non-Operators owning a majority interest based on ownership as shown on Exhibit " A " remaining 
19 after excluding the voting interest of Operator. Such resignation or removal shall not become effective until 7:00 o'clock A.M. on raV 
20 first day of the calendar month following the expiration of ninety (90) days after the giving of notice of resignation by Operator or action 
21 by the Non-Operators to remove Operator, unless a successor Operator has been selected and assumes the duties of Operator at an earlier 
22 date. Operator, after effective date of resignation or removal, shall be bound by the terms hereof as a Non-Operator. A changâ of a cot 
23 porate name or struaure of Operator or transfer of Operator's interest to any single subsidiary, parent or successor corporation shall net 
24 be the basis for removal of Operator. *becomes b a n k r u p t , i n s o l v e n t , or i s p l a c e d i n r e c e i v e r s h i p . 
25 F 
26 2. Selection of Successor Operator: Upon the resignation or removal of Operator, a successor Operator shall be selected by 
27 the parties. The successor Operator shall be seleaed from the parties owning an interest in the Contraa Area at the time such successcr 
28 Operator is selected. The successor Operator shall be seleaed by the affirmative vote of two (2) or more parties owning a majority incerett 
29 based on ownership as shown on Exhibit "A"; provided, however, if an Operator which has been removed fails to vote or votes only to 
30 succeed itself, the successor Operator shall be seleaed by the affirmative vote of two (2) or more parties owning a majority interest based 
31 on ownership as shown on Exhibit "A" remaining after excluding the voting interest of the Operator that was removed. 

32 
33 C. Employees: 
34 
35 The number of employees used by Operator in conducting operations hereunder, their selection, and the hours of labor and the 
36 compensauon for services performed shall be determined by Operator, and all such employees shall be the employees of Operator. 
37 
38 D. Drilling Contracts: 
39 
40 AU wells drilled on the Contraa Area shail be drilled on a competitive contraa basis at the usual rates prevailing in the area If it so 
41 desires. Operator may ampioy its own tools and equipment in che drilling of wells, but its charges therefor shall not exceed che prevaihig 
42 rates in che area and dy rate of such charges shall be agreed upon by the parties in writing before drilling operations are commenced, aid 
43 such work shall be performed by Operator under the same terms and condiuons as are customary and usual in the area tn con tr aas ol n 
44 dependent contractors who are doing work of a similar nature. 
45 

46 

47 

18 
A 9 ARTICLE VI. 
50 DRILLING AND DEVELOPMENT 
51 
52 A. Initial WeU: 
53 
54 On or before the_l2JE__day of May 1993 . Operator shall commence the drilling ol a *eil • r 
55 oil and gas at the following location: 

V. 1980' FEL & 660' FNL Section 9, T-24-S. R-25-E 
57 
58 
V) 
60 and shall thereaiter continue Use drilling of the well with due diligence to 10, 300' or to a depth adequate 

M to test che Strawn Formation, whichever is the lesser. 

M 

•4 
,5 anlevs aranne j * .iner prune ill v impenetrable substance or condition in the hole. whi«.h tenders lunher dri.ling mpf.,t«i i 
< . unvfrsj it i r-svr Jrp«h >r anlru ill parnrs agree to . >mpl*ie if abandun the *eU ai J Irster depth 

f. i *r*-'.: i "ail t»ake T J V ruMf rsis 4 all tor-run,ns r-n< •unterni during drilling which gite .nd*.alien ol aitaiTirg •>. 
- , ,~- • rs _:!K irni • • -rsi „*.r\s ••>!« 4grr*T>.en: snail V mitrU n 's ipriuation to a spflilH lortTUturfi r lor"".: ~ i -r» «" 

. r"- . j ' r -ra.. "v • f, _ r sJ • 'rsi n>. "r ' r T jt.. r f ' <~"JIH>CS • » h * h 'his agreement mas ippl» 
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ARTICLE VI 

continued 

1 If, in Operator's judgment, the well will not produce oil or gas in paying quantities, and it wishes to plug and abandon the 
2 well as a dry hole, the provisions of Article V1.E.1. shall thereafter apply. 
3 
4 
5 
6 B. Subsequent Operations: 
7 

8 1. Proposed Operanons: Should any party hereto desire to drill any well on the Contraa Area other than the well provided 
9 for in Article VI.A., or to rework, deepen or plug back a dry hole drilled at the joint expense of all parties or a well jointly owned by all 

10 the parties and not then producing in paying quantities, the party desiring to drill, rework, deepen or plug back such a well shall give the 
1 1 other parties written notice of the proposed operation, specifying the work to be performed, the location, proposed depth, objective forma-
12 uon and the estimated cost of the operation. The parties receiving such a notice shall have thirty (30) davs after receipt of the nonce 
13 

within which to notify the party wishing to do the work whether they elea to participate in the cost of the proposed operauon. If a drill-
14 ing rig is on location, notice of a proposal to rework, plug back or drill deeper may be given by telephone and the response period shall be 
1' limited to forty-eight (48) hours, aarUifina of Saturday, Sundiiy ind lagal holiday* Failure of a party receiving such notice to reply within 
16 the period above fixed shall constitute an election by that party not to participate in the cost of the proposed operauon. Any nouce or 
17 response given by telephone shall be prompdy confirmed in writing. 
18 
19 
20 
21 If all parties elea to participate in such a proposed operation. Operator shall, within ninety (90) days after expiration of the notice 
22 period of thirty (30) days (or as prompdy as possible after the expiration of the forty-eight (48) hour period when a drilling rig Ston loca-
23 uon, as the case may be), aaually commence the proposed operation and complete it with due diligence at the risk and expense ot̂ all par-
24 ties hereto; provided, however, said commencement date may be extended upon written notice of same by Operator to the othef parties, 
25 for a period of up to thirty (30) additional days if, in the sole opinion of Operator, such additional time is reasonably necessary tjs obtain 
26 permits from governmental authorities, surface rights (including rights-of-way) or appropriate drilling equipment, or to complete title ex-
27 animation or curative matter required for tide approval or acceptance. Notwithstanding the force majeure provisions of Article XI, if die 
28 aaual operation has not been commenced within the time provided (including any extension thereof as specifically permitted herein) and 
29 if any party hereto still desires to condua said operation, written notice proposing same must be resubmitted to the other parties in accor-
30 dance with the provisions hereof as if no prior proposal had been made. 
31 
32 
33 
34 2. Operations by Less than All Parties: If any pany receiving such notice as provided in Article VT.B.l. or VTJ.D.l. (Option 
35 No. 2) elects not to participate in the proposed operation, then, in order to be entitled to the benefits of this Article, the party or parues 
36 giving the notice and such other parties as shall elea to participate in the operation shall, within ninety (90) days after the expiration of 
37 the notice period of thiny (30) days (or as prompdy as possible after the expiration of the forty-eight (48) hour period when a drilling rig is 
38 on location, as the case may be) actually commence the proposed operation and complete it with due diligence. Operator shall perform all 
39 work for the account of the Consenting Parties; provided, however, if no drilling rig or other equipment is on location, and if Operator is 
40 a Non-Consenting Party, the Consenting Parties shall either: (a) request Operator to perform the work required by such proposed opera 
41 tion for the account of the Consenting Parties, or (b) designate one (1) of the Consenting Panies as Operator to perform such work. Con-
42 senting Parties, when cojxhicring operations on the Contraa Area pursuant to this Article VI.B.2., shall comply with all terms and con-
43 ditions of this agreement. 
44 
45 

46 

47 1/ less than all parties approve any proposed operation, the proposing pany, immediately after the expiration of the applicable 
48 nouce period, shall advise the Consenting Parties of the total interest of the parties approving such operation and its recommendation as 
49 to whether the Consenting Parties should proceed with the operation as proposed. Each Consenting Pany. within forty-eight (48) hours 
50 ^oUwatna of Wiirnaw^Stt̂ aat-afldJagaLhaî apa f̂ter receipt of such notice, shall advise the proposing pany of its desire to tai limit par 
'1 ticipauon to such pany's interest as shown on Exhibit "A" or tb) cany its proportionate pan of Non-Consenting Parties' interesu. and 
2̂ failure to advise the proposing pany shall be deemed an elea ion under (a). In the event a drilling rig is on location, the ume permitted for 
3̂ such a response shall not exceed a total of forty-eight (48) hours (inclusive of Saturday, Sunday and legal holidays). The proposing panv. 
4̂ at its election, may withdraw such proposal if there is insufficient parucipauon and shall promptly nonfy all parties of such decision 

55 
56 
57 
58 The enure cost and risk of coriducting such operiooru shall be borne by the Consenting Parties in the proportions thev have 
59 elected to bear same under the terms of the preceding paragraph. Consenting Parties shail keep the leasehold estates involved m such 
60 operanons free and clear of all liens and encumbrances of every kind created by or arising from the operations of the Consenting Parries 
<>1 If such an operation results in a dry hole, the Consenting Parties shall plug and abandon the well and restore the surface location at thrtr 
62 sole cost, nsk and expense lf any well drilled, reworked, deepened or plugged back under the provisions of this Arucle results tn a pro 
6 \ ducer of od and>or gas in paying quantities, the Consenung Parties shall complete and equip die well to produce at their sole cos* and risk. 

'•.5 

(rfi 

i , ' 

'rf* 
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ARTICLE VI 
continued 

1 and the well shall then be turned over to Operator and shall be operated by it at the expense and for the account of the Consenung Par 
2 ties. Upon commencement of operations for the drilling, reworking, deepening or plugging back of any such well by Consenting Parties 
3 in accordance with the provisions of this Article, each Non-Consenting Party shall be deemed to have relinquished to Consenting Parues. 
4 and the Consenung Parties shall own and be entided to receive, in proportion to their respective interests, all of such Non-Consenting 
5 Party's interest in the well and share of production therefrom until the proceeds of the sale of such share, calculated at the well, or 
6 market value thereof if such share is not sold, (after deducting production taxes, excise taxes, royalty, overriding royalty and other in-
7 terests not excepted by Article III.D. payable out of or measured by the production from such well accruing with respect to such interest 

8 until it reverts) shall equal the total of the following: 

9 
10 
11 
12 (a) 100% of each such Non-Consenting Party's share of the cost of any newly acquired surface equipment beyond the wellhead 
13 connections (including, but not limited to, stock tanks, separators, treaters, pumping equipment and piping), plus 100% of each such 
14 Non-Consenting Party's share of the cost of operation of the well commencing with first production and continuing unal each such Non-
15 Consenting Party's relinquished interest shall revert to it under other provisions of this Article, it being agreed that each Non-
16 Consenting Party's share of such costs and equipment will be that interest which would have been chargeable to such Non-Consenung 
17 Pany had it participated in the well from the beginning of the operations; and 
18 
19 
20 
21 (b) 300 % of that ponion of the costs and expenses of drilling, reworking, deepening, plugging back, testing and completing. 
22 after deducting any cash contributions received under Article VID.C, and 300 % 0 f that portion of the cost of newly acquired equip-
23 ment in the well (to and including the wellhead connections), which would have been chargeable to such Non-Consenting Party, if it had 
24 participated therein. * 
25 , 
26 
27 
28 An election not to participate in the drilling or the deepening of a well shall be deemed an election not to participate in any re-
29 working or plugging back operation proposed in such a well, or portion thereof, to which the initial Non-Consent election applied that is 
30 conducted at any time prior to full recovery by the Consenting Parties of the Non-Consenting Party's recoupment account. Any such 
31 reworking or plugging back operation conducted during the recoupment period shall be deemed pan of the cost of operation of said well 
32 and there shall be added to the sums to be recouped by the Consenting Panies one hundred percent (100%) of that portion of the costs of 
33 the reworking or plugging back operation which would have been chargeable to such Non-Consenting Pany had it participated therein. If 
34 such a reworking or plugging back operation is proposed during such recoupment period, the provisions of this Article VLB. shall be ap-
35 plicable as between said Consenting Parties in said well. 
36 
37 
38 
39 During the period of time Consenting Panies are entitled to receive Non-Consenting Party's share of produaion. or the 
40 proceeds therefrom. Consenting Parties shall be responsible for the payment of all production, severance, excise, gathering and other 
41 taxes, and all royalty, overriding royalty and other burdens applicable to Non-Consenting Party's share of produaion not excepted by Ar 
42 tide III.D. 
43 1 
44 
45 
46 In the case of any reworking, plugging back or deeper drilling operation, the Consenting Parties shall be permitted to use. free 
47 of cost, all casing, tubing and other equipment in the well, but the ownership of all such equipment shall remain unchanged: and upon 
48 abandonment of a well after such reworking, plugging back or deeper drilling, the Consenting Parties shall account for all such equip 
49 ment to the owners thereof, with each party receiving its proportionate pan in kind or in value, less cost of salvage. 
50 
51 
52 
53 Within sixty (60) days after the completion of any operation under this Article, the party conducting the operations tor :he 
54 Consenting Panies shall furnish each Non-Consenung Pany with an inventory of the equipment in and conneaed to the well, and an 
55 itemized statement of the cost of drilling, deepening, plugging back, testing, completing, and equipping the well for production or at us 
56 option, the operaung pany, in lieu of an itemized statement of such costs of operation, may submit » detailed statement of monthly hill 
57 mgj. Each month thereafter, during the time the Consenting Panies are being reimbursed as provided above, the partv conducting the 
58 operations for the Consenting Parties shall furnish the Non Consenting Panies with an itemized statement ol all costs and liabilit y >n 
59 oirred in the operation of the well, together with a statement ol the quantity of oil and gas produced from it and the amount 4 proserds 
(•O realized from the sale of the well's working interest production during the preceding month. In determining the quantity ot oil and gas 
61 produced during any month. Consenting Panies shall use industry accepted methods such as. but not limited to. metering or periodic 
<>2 well tests. Any amount realized from the sale or other disposition of equipment newly acquired in connection with anv sueh operation 
M which would have been owned by a NonConsenttng Pany had it participated therein shall be credited against the total unmarried .< sts 
<>4 o< the work done and of the equipment purchased in determining when the interest ol such Non-Consenting Partv shall revert to it as 
o5 above provided, and il there is a credit balance, it shall he paid to such NonConsenting Party 

H i 
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ARTICLE VI 
continued 

1 Ii and when the Consenting Parries recover from a Non-Consenting Party 's relinquished interest the amounts provided for above. 
2 the relinquished interests of such Non-Consenting Party shall automatically revert to it, and, from and after such reversion, such Non-
3 Consenting Party shall own tile same interest in such well, the material and equipment in or pertaining thereto, and the production 
4 therefrom as such Non-Consenting Party would have been entitled to had it participated in the drilling, reworking, deepening or plugging 
5 back of said well. Thereafter, such Non-Consenting Party shall be charged with and shall pay its proportionate part of the further costs of 
6 the operation of said well in accordance with the terms of this agreement and the Accounting Procedure attached hereto. 
7 
8 
9 

10 Notwithstanding the provisions of this Article VI.B.2., it is agreed that without the mutual consent of all parties, no wells shall 
11 be completed in or produced from a source of supply from which a well located elsewhere on the Contract Area is producing, unless such 
12 well conforms to the then-existing well spacing pattern for such source of supply. 
13 
14 
15 
16 The provisions of this Article shall have no application whatsoever to the drilling of the initial well described in Article VI.A. 
17 except (a) as to Article VII.D.l. (Option No. 2), if selected, or (b) as to the reworking, deepening and plugging back of such initial well 
18 after it has been drilled to the depth specified in Article VI.A. if it shall thereafter prove to be a dry hole or, if initially completed for pro-
19 duction, ceases to produce in paying quantities. 
20 
21 

23 3. Stand-By Time: When a well which has been drilled or deepened has reached its authorized depth and all tests haye been 
24 completed, and the results thereof furnished to the parties, stand-by costs incurred pending response to a party's notice proposing a 
25 reworking, deepening, plugging back or completing operation in such a well shall be charged and borne as pan of the drilling otfdeepen-
26 ing operation just completed. Stand-by costs subsequent to all parties responding, or expiration of the response time permitted, whichever 
27 first occurs, and prior to agreement as to the participating interests of all Consenting Parties pursuant to the terms of the second gram-
28 matical paragraph of Article VI.B.2, shall be charged to and borne as pan of the proposed operation, but if the proposal is subsequently 
29 withdrawn because of insufficient participation, such standby costs shall be allocated between the Consenting Parties in the proportion 
30 each Consenting Party's interest as shown on Exhibit "A" bears to the total interest as shown on Exhibit "A" of all Consenting Par-
31 ties. 
32 
33 
34 
35 4. Sidetracking: Except as hereinafter provided, those provisions of this agreement applicable to a "deepening" operation shall 
36 also be applicable to any proposal to directionally control and intentionally deviate a well from vertical so as to change the bottom hole 
37 location (herein called "sidetracking"), unless done to straighten the hole or to drill around junk in the hole or because of other 
38 mechanical difficulties. Any party having the right to participate in a proposed sidetracking operation that does not own an Interest in the 
39 affected well bore at the time of the notice shall, upon electing to participate, tender to the well bore owners its proportionate share tequal 
40 to its interest in the sidetracking operation) of the value of that portion of the existing well bore to be utilized as follows: 

41 
42 
43 
44 (a) If the proposal is for sidetracking an existing dry hole, reimbursement shall be on the basis of the actual costs incurred m 
45 the initial drilling of the well down to the depth at which the sidetracking operation is initiated. 
46 
47 
48 
49 (b) tf the proposal is for sidetracking a well which has previously produced, reimbursement shall be on the basis ot the well's 
50 salvable materials and equipment down to the depth at which the sidetracking operation is initiated, determined in accordance with :he 
51 provisions of Exhibit " C " , less the estimated cost of salvaging and the estimated cost of plugging and abandoning. 

52 
53 
54 
55 In the event that notice for a sidetracking operation is given while the drilling ng to be utilized is on location, the response pen sJ 
56 shall be limited to forty-eight (48) hours, exclusive oi Saturday. Sunday and legal holidays; provided, however, any pany mav request jnd 
57 receive up to eight (8) additional days after expiration of the fony eight (48) hours within which to respond by paying tor all stand hv nine 
58 incuned during such extended response period. If more than one pany elects to take such additional time to respond to the notice - and 
59 by costs shall be allocated between the parties taking additional time to respond on a day-to-day basis in the proportion each cks-nn* par 
60 ty's interest as shown on Exhibit " A " bean to the total interest as shown on Exhibit "A" of all the electing parties In aU other n 

61 stances the response penod to a proposal for sidetracking shall be limited to thmy (30) days. 

62 
63 

n5 C. TAXING PRODUCTION IN KIND: 

Rath partv shall lake in kind or separately dispose of its proportionate share of all oil and gas produced from the Contract \'-a 
<•>* exclusive ol production which mav he used in development and producing operauons and in preparing and treauag nd ind *a.s • i 
0 -na/krnng purposes and pnxfucnon unavonlaclv «ost Anv extra expenditure incurred in the taking in kind or separate-dispmtiori ,-

' i rva/tv ot ui pffxwtionite vha/e >i :ftr production shail he heme bv such partv Anv partv taking its share of production in <mi sar.a.i > 
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A R T I C L E VI 
continued 

1 required to pay for only its proportionate share of such part of Operator's surface facilities which it uses. 

2 
3 Each party shall execute such division orders and contracts as may be necessary for the sale of its interest in production from 
4 the Contract Area, and, except as provided in Article VII.B., shail be enuded to receive payment directly from the purchaser thereof for 
5 its share of all production. 
6 

7 In the event any party shall fail to make the arrangements necessary to take in kind or separately dispose of its proportionate share of 
8 the oil produced from the Contraa Area. Operator shall have the right, subjea to the revocation at will by the party owning it. but not 

9 the ^ ~ S - l W ^ ° ^ t ^ 4 u c ^ £ l n H \ % ^ M ^ l ^ i W l ^ i n ^ c ' e s - f o r t h e a c c o u n t o f t h e n o n t a k i n ? p a n y a t t h e 

10 best price QhriinihTa in the area for such produaion. Any such purchase or sale by Operator shall be subjea always to the right of the 
11 owner of the produaion to exercise at any time its right to take in kind, or separately dispose of, its share of all oil not previously 
12 delivered to a purchaser. Any purchase or sale by Operator of any other party's share of oil shall be only for such reasonable periods of 
13 time as are consistent with the minimum needs of the industry under the particular circumstances, but in no event for a period in excess 
14 of one (1) year. 
15 
16 In the event one or more parues' separate disposition of its share of the gas causes split-stream deliveries to separate pipelines and/or 
17 deliveries which on a day-to-day basis for any reason are not exacdy equal to a party's respective proportionate share of total aas sales to 
18 be allocated to it, the balancing or accounting between the respective accounts of the parties shall be in accordance with any gas balancing 

19 agreement between the parues hereto, whether such an agreement is attached as Exhibit " E " . or is a separate agreement. 

20 
21 D. Access to Contraa Area and Information: 
2 2 \ 
23 Each party shall have access to the Contraa Area at all reasonable times, at its sole cost and risk to inspect or observe operations. 
24 and shall have access at reasonable times to informauon pertaining to the development or operation thereof, including Operators books 
25 and records relating thereto. Operator, upon request, shail furnish each of the other parties with copies of all forms or reports fjled with 
26 governmental agencies, daily drilling reports, well logs, tank tables, daily gauge and run tickets and reports of stock on hand at the first of 
27 each month, and shall make available samples of any cores or cuttings taken from any well drilled on the Contract Area. The cost of 
28 gathering and furnishing information to Non-Operator, other than mat specified above, shall be charged to the Non-Operator that re-
29 quests the informauon. 
30 
31 E. Abandonment of Wells: 
32 
33 1. Abandonment of Dry Holes: Except for any well drilled or deepened pursuant to Article VI.B.2.. any well which has been 
34 drilled or deepened ""^vjJc f̂ terms ofdus ̂ reemept and is proposed ̂ o ^ c f7 1 P 1 '

e t e ^, | s a

s

( ^ r ^{^ 0 'y S n j 'J_ n o t P'"**^ abandoned 
35 without the consent of -alt parties/ §nould UpePafor, a?t§r diugent eilort.'be unablê o ?onuctariy party, or should any party fail to reply 
36 within forty-eight (48) hours Inmtkmim-o^Smmdwfr̂ ^ after receipt of nouce of the proposal to plug and abandon 
37 such well, such parry shall be deemed to have consented to the proposed abandonment. All such wells shall be plugged and abandoned in 
38 accordance with applicable regulations and at the cost, risk and expense of the parties who participated in the cost of drilling or deepening 
39 such well. Any party who objects to plugging and abandoning such well shall have the right to take over the well and conduct further 
40 operations in search of oil and/or gas subjea to the provisions of Article VI.B. 
41 
42 2. Abandonment of Wells that have Produced: Except for any well in which a Non-Consent operauon has been conducted 

hereunder for which the_Consenung Parties have not been fully reimbursed as * l w ^ ^ 0 V l ^ ^ ^ * e ^ ? ^ ' ^ ^ p ^ £ ° ^ ^ e t ^ ^fi 
producer shall not be plugged and abandoned without the consent of att^ties/l?^raarri%s consent to^c^^aniionm^Tit, the n w e M 

45 be plugged and abandoned in accordance with applicable reguiauons and at die cost, risk and expense of afrthe parues hereto If. withm 
>̂ thirty 1301 days after receipt of notice of the proposed abandonment of any well, all parties do not agree to the abandonment of such well. 

4 7 those wishing to continue its operauon from the jntervalfs) of the formauon(s) then open to producuon shall tender to each of the other 
48 p a n i a t f i S p V l s ^ ^ 

?eÛ Waivable material and equipment, determined in accordance with the provisions ol 
49 Exhibit " C " . less the estimated cost of salvaging and the estimated cost of plugging and abandoning. Each abandoning party shall assign 
0̂ the non-abandoning parties, without warranty, express or implied, as to utie or as to quanoty, or fitness for use of the equipment anc 

'1 material, all of its interest in the well and related equipment, together with its interest in the leasehold estate as to, but only as to. the n 
'2 terval or intervals of the formation or formations then open to producuon. If the interest of the abandoning party is or includes an oil am: 
3̂ gas interest, such party shall execute and deliver to the non-abandoning party or parties an oil and gas lease, limited to the interval or n 

54 tervals of the formauon or formations then open to produaion. for a term of one (I) year and so long thereafter as oil and or gas is pro 
55 duced from the interval or intervals of the formauon or formations covered thereby, such lease to be on the form attached as Exhibi: 
56 
57 
58 
59 60 

43 
44 
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ARTICLE V I 
continued 

" B " . The assignments or leases so limited shall encompass the "drilling unit" upon which the well is located. The payments by. and the 
assignments or leases to, the assignees shall be in a ratio based upon the relationship of their respective percentage of parucipauon in the 
Contract Area to the aggregate of the percentages of participation in the Contraa Area of all assignees. There shall be no readjustment of 
interests in the remaining_portion of die Conuaa Area. 

Thereafter, abandoning parties shall have no further responsibility. Liability, or interest in the operation of or produaion from 
the well in the interval or intervals then open other than the royalties retained in any lease made under the terms of this Article. Upon re
quest. Operator shall continue to operate the assigned well for the account of the non-abandoning parties at the rates and charges con
templated by this agreement, plus any additional cost and charges which may arise as the result of the separate ownership of the assigned 
well. Upon proposed abandonment of the producing interval(s) assigned or leased, the assignor or lessor shall then have the option to 
repurchase its prior interest in the wetl (using die same valuation formula) and participate in further operations therein subjea to the pro
visions hereof. 

3. Abandonment of Non-Consent Operations: The provisions of Article VI.E.l. or V1.E.2. above shall be applicable as between 
Consenting Parties in the event of the proposed abandonment of any well excepted from said Articles; provided, however, no well shall be 
permanently plugged and abandoned unless and until all parties having the right to condua further operations therein have been notified 
of the proposed abandonment and afforded the opportunity to elea to take over the well in accordance with the provisions of this Arucle 
VI.E. 

ARTICLE V I I . 

EXPENDITURES AND LIABILITY OF PARTIES 

A. Liability of Parties: j_ 

The liability of the parties shall be several, not joint or colleaive. Each party shall be responsible only for its obligations, and 
shall be liable only for its proportionate share of the costs of developing and operating die Conuaa Area. Accordingly, the Liens granted 
among the parties in Article VII.B. are given to secure only the debts of each severally. It is not the intention of the parties to create, nor 
shall this agreement be construed as creaung, a mining or other partnership or association, or to render the parties liable as partners. 

B. Liens and Payment Defaults: 

Each Non-Operator grants to Operator a lien upon its oil and gas rights in the Conuaa Area, and a security interest in its share 
of oil and/or gas when extraaed and its interest in all equipment, to secure payment of its share of expense, together with interest thereon 
at the rate provided in Exhibit "C". To the extent that Operator has a security-interest under the Uniform Commercial Code of the 
state. Operator shail be entitled to exercise the rights and remedies of a secured party under the Code. The bringing of a suit and the ob
taining of judgment by Operator for the secured indebtedness shall not be deemed an election of remedies or otherwise affect the lien 
rights or security interest as security for the payment thereof. In addition, upon default by any Non-Operator in the payment of its share 
of expense. Operator shall have the right, without prejudice to other rights or remedies, to collea from the purchaser the proceeds trom 
the sale of such Non-Operator's share of oil and/or gas until the amount owed by such Non-Operator, plus interest, has been paid Each 
purchaser shall be entided to rely upon Operator's written statement concerning the amount of any default. Operator grants a like lien 
and security interest to me Non-Operators to secure payment of Operator's proportionate share of expense. 

If any party fails or- is unable to pay its share of expense within sixty (60) days after rendition of a statement therefor hv 
Operator, the non-defaulting parties, including Operator, shatl. upon request by Operator, pay the unpaid amount in the proportion 'tut 
the interest of each such party bears to the interest of all such parties. Each party so paying its share ol the unpaid amount shj.ll. to obtain 
reimbursement thereof, be subrogated to the security rights described in the foregoing paragraph. 

C. Payments and Accounting: 

Except as herein otherwise specifically provided. Operator shall promptly pay and discharge expenses incurred in the dewlopmsnt 
and operation of the Contraa Area pursuant to this agreement and shall charge each of the parties hereto with thnr respective props r 
nonate shares upon the expense basis provided in Exhibit "C" Operator shall keep an accurate record of the iomt iccount h.-r-.und.-
showmg expenses incurred and charges and credits made and received 

Operator, at ILS election, shall have the right from time to time to demand and receive from the other parties pavrr.- ni i> J.' 
ot their respective shares of the estimated amount of the expmse to be incurred in operations hereunder during the n vt v..- ::r>. 
month, which right mav be exercised only by submission to each such partv ol an itemued statement of such estimavd -.-xr. ns, 
with an mvoue lor its share thereol Each such statement and invoice lor tht payment in advance of estimated cxprn-* shall ~- -m--v.•• 
on or before the 2"th dav ol the next preceding month. Each party shall pay to Operator its proportionate share 11 such sti~ut" * 
littem 11V davs alter such estimate and invoice is received II anv partv tails to pay its share of said estimate within SJIC ntr- he J • 
due shall bear interest as provided in Exhibit "C" until paid Proper adjustment shall be made monthly between ajvai-.v.̂  m l *.• 
prnv to the end 'hat each pjrts shall brar and pa> its proportionate share ol actual expenses incurred and no -nor -

D I imitation of F spend it ure*: 

IV-". r IVvrtm VYiih.-ul 'hi- , .is»-ni >l ail parties u> well shall hr Jriltrd or Jrrprnrd. except anv »r„ :xiU>«l t > °. 
.--..in' - %:M.-ns . i \rt i i !<• M l i 2 I this igrwrimt •".•nvent t-> the drilling or .icrpening shall ino-de 
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ARTICLE VII 
continued 

1 G Option Mai U AU miMwy. oupwidiiMres io> tho drilling or deepening, icoting, completing and equipping et the -ml, iwumdim 
2 » 1 t - f - , r , L - . y . c . ^ . ^ . f - , - . i : „ . ~ 

3 _ 
4 j f Option No. 2: All-necessary expenditures for the drilling or deepening and testing of the well. When such well has reacned us 
5 authorized depth, and all tests have been completed, and the results thereof furnished to the parties. Operator shall give immediate notice 
6 to the Non-C^e/a^oi^^ho^ave^he^ight to^ r t^'^f t#^ n

e

t^ e

1

c

1 1?J r !Pj^ IJ n i ° c j ^ s ^ e P a r t l e s receiving such notice shall have torcv^ight 
7 (48) hours/iwjglMMMi if iawrlifyi Siiinâ iMma irigii?hfaiid mfi in which to elect to participate in the setting of casing and the completion at 
8 tempt. Such election, when made, shall include consent to all necessary expenditures for the completing and equipping of such weii. m 
9 eluding necessary tankage and/or surface facilities. Failure of any party receiving such notice to reply within the period above tixed shall 

10 constitute an election by that party not to participate in the cost of the completion attempt. If one or more, but less than all of the parties. 
11 elect to set pipe and to attempt a completion, the provisions of Article VI.B.2. hereof (the phrase "reworking, deepening or plugging 
12 back" as contained in Article VI.B.2. shall be deemed to include ' 'completing'') shall apply to the operauons thereaiter conducted bv less 
13 than all parties. 
14 
15 2. Rework or Plug Back: Without the consent of ail parties, no well shall be reworked or plugged back except a well reworked or 
16 plugged back pursuant to the provisions of Article VI.B.2. of this agreement. Consent to the reworking or plugging back of a well shall 
17 include all necessary expenditures in conducting such operations and completing and equipping of said well, including necessary tankage 
18 and/or surface facilities. 
19 
20 3. Other Operations: Without the consent of all parties. Operator shall not undertake any single project reasonably estimated 
21 to require an expenditure in excess nf Twen ty Thousand and n o / 1 0 0 rv,n a r^ ( S 2 0 , 0 0 0 . 0 0 } 

22 except in connection with a well, the drilling, reworking, deepening, completing, recompleting, or plugging back of whichj+ias been 
23 previously authorized by or pursuant to this agreement; provided, however, that, in case of explosion, tire, flood or othar sudden 
24 emergency, whether of the same or different nature. Operator may take such steps and incur such expenses as in its opinion are required 
25 to deal with the emergency to safeguard life and property but Operator, as promptly as possible, shall report the emergency tofthe other 
26 parties. If Operator prepares an authority for expenditure (AFE) for its own use, Operator shall furnish any Non-Operatcr so requesting 
27 an information copy thereof for any single project costing in excess nf Twen ty Thousand and n o / 1 0 0 
28 Dollars (120.000. 00 ) but less than the amount first set forth above in this paragraph. 

29 
30 E. Rentals, Shut-in Well Payments and Minimum Royalties: 

31 
32 Rentals, shut-in well payments and minimum royalties which may be required under the terms of any lease shall be paid by the 
33 party or parties who subjected such lease to this agreement at its or their expense. In the event two or more parties own and have con 
34 tributed interests in the same lease to this agreement, such parties may designate one of such parties to make said payments for and on 
35 behalf of all such parties. Any party may request, and shall be entitled to receive, proper evidence of all such payments. In the event of 
36 failure to make proper payment of any rental, shut-in weii payment or minimum royalty through mistake or oversight w here such pay 
37 ment is required to continue the lease in force, any loss which results from such non-payment shall be borne in accordance with the pro-

38 visions of Arucle IV.B.2. 

39 
40 Operator shall notify Non-Operator of the anticipated completion of a shut in gas well, or the shutting in or return to production 
41 of a producing gas wetŷ  at least five (5) days (excluding Saturday. Sunday and legal holidays), or at the earliest opportunity permitted hv 
42 circumstances, prior to taking such action, but assumes no liability for failure to do so. In the event of failure bv Operator to so notitv 
4 3 Non-Operator, the iossjrf any lease contributed hereto by Non-Operator for failure to make timely payments ot any shut in well pay meet 
U shall be borne jointly by the parties hereto under the provisions of Article IV B 3 
45 
46 F. Taxes: 

47 

i8 Beginning with the first calendar year after the effective date hereof. Operator shall render for ad valorem taxation all proper:. 
V? subject to this agreement which by law should be rendered for such taxes, and it shall pay all such taxes assessed thereon betore they 
50 become delinquent. Prior to the rendition date, each Non-Operator shall furnish Operator informauon as to burdens to include r<ut ••.'< 
51 be limited to, royalties, overriding royalties and production payments! on leases and oil and gas interests conmbcted hv such N, 
52 Operator If the assessed valuaoon of any leasehold estate is reduced bv reason of its being subject to outstanding excess r s.ii-,s .i-r 
5 3 riding royalties or production payments, the reduction in ad valorem taxes resulting therefrom shall mure 'o the benefit . : 
54 owners of such leasehold estate, and Operator shall adiust the charge to such owner or owners so ax to reflect the bern-ti< -t «u ~ :>••: 
55 tion If the ad valorem taxes are based in whole or in part upon separate valuations of each party's working interest then n o 
56 anything to the contrary herein, charges to the tomt account shall he made and paid by the parties heret« n jctordaii.e -v :' •. 
5"* value generated by each party's working interest Operator shall hiil the other parties for their proportionate sha.-rs . t • "•,« ••• 

5tf the mtnnet provided m Exhibit " C " 

59 
n) If Operator considers any tax assessment improper. Operator mav. at its discretion, protest wit.-.m -hi- : • •• • r 

r,i prevribed hv law. and prosecute the protest to a final determination, unless all parties agree to ahanjon tru- r •• "•< u 
i,J minaiion IXir.ng "he pendenev of administrative or judicial prutrsiings. Operator may elect to pav. under pr ii-.t . ' - i . . • - • • 
i,s interest and penaitv When anv such protested assessment shall have hrrn tinallv determined Operator shai' pa. tht- .< ' 

,ount tognher with anv interest and pmalt* atirued. jnd the tal ,ost shall hen Nr as.vs.srd against the part i-s r- : —. 

,S. pr . idt-d in r sfiihit C" 

• , " . par-. shall pav . r . ai,v 'o x |' ii : ail rr tr, n « •• ran, •• • «. v ^at- r-"g an.! 'H't 1 asrs*:T*r» " •» 

.> ;-r «:...'• p or K jn„ nr. g I ,.fl ;,r, > "a - - ' . it- . >i ̂  a- -r .: rcu-r TV vrms I - s • •-. — 

•including excise and crude o i l Windfall P r o f i t caxes 
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ARTICLE V I I 
continued 

1 G. Insurance: 

2 
3 At all times while operations are conducted hereunder. Operator shall comply with the workmen's compensation law ot 
4 the state where the operations are being conducted; provided, however, that Operator may be a self insurer for liabilitv under said com 
5 pensation laws in which event rile only charge that shall be made to the joint account shall be as provided in Exhibit "C" Operator shall 
6 also carry or provide insurance for the benefit of the joint account of the parties as outlined in Exhibit " D " . attached to and made a part 

hereof. Operator shall require all contractors engaged in work on or for the Contract Area to comply with the workmen's compensation 

8 law of che state where che operations are being conducted and to maintain such other insurance as Operator mav require. 

9 
10 In the event automobile public liability insurance is specified in said Exhibit " D " , or subsequently receives the approval ot the 

11 parties, no direct charge shall be made by Operator for premiums paid for such insurance for Operator's automotive equipment 

12 
13 ARTICLE VI I I . 
14 ACQUISITION, MAINTENANCE OR TRANSFER OF INTEREST 
15 
16 A. Surrender of Leases: 
17 
18 The leases covered by this agreement, insofar as they embrace acreage in the Contract Area, shall not be surrendered in whole 
19 or in part unless all parties consent thereto. 
20 
21 However, should any party desire to surrender its interest in any lease or in any portion thereof, and the other partie$ do not 
22 agree or consent thereto, the party desiring to surrender shall assign, without express or implied warranty of title, all of its irterest ;n 
23 such lease, or portion thereof, and any well, material and equipment which may be located thereon and any rights in production 
24 thereafter secured, to the parties not consenting to such surrender. If the interest of the assigning party is or includes an oil aijd gas in-
25 terest, the assigning party shall execute and deliver to the pany or parties not consenting to such surrender an oil and gas '.ease covering 
26 such oil and gas interest for a term of one (1) year and so long thereafter as oil and/or gas is produced from the land covered .herebv. sUl.h 
27 lease to be on the form attached hereto as Exhibit " B " . Upon such assignment or lease, the assigning party shall be relieved from all 
28 obligations thereafter accruing, but not theretofore accrued, with respect to the interest assigned or leased and the operation of am well 
29 attributable thereto, and the assigning party shall have no further interest in the assigned or leased premises and its equipment and pro-
30 duction other than the royalties retained in any lease made under the terms of this Article. The party assignee or lessee shall pav to the 
31 party assignor or lessor the reasonable salvage value of the latter's interest in any wells and equipment attributable to the assigned or leas 
32 ed acreage. The value of all material shall be determined in accordance with the provisions of Exhibit "C", less the estimated cost ot 
33 salvaging and the estimated cost of plugging and abandoning. If the assignment or lease is in favor of more than one partv. the interest 

34 shall be shared by such parties in the proportions that the interest of each bears to the total interest of all such parties. 

35 
3o Any assignment, lease or surrender made under this provision shall not reduce or change the assignor's, lessor 's or surrendering 
37 party 's interest as it was immediately before the assignment, lease or surrender in the balance of the Contract Area; and the acreage 
sfl assigned, leased or surrendered, and subsequent operations thereon, shall not thereafter be subjea to the terms and provisions t this 
s9 agreement. 
40 
41 B. Renewal or Extension of Leases: 

42 
43 If any party secures a renewal of any oil and gas lease sub|ect to this agreement, all other parties shall be notitieti prompt'.v. anc; 
44 shall have the right for a period of thirty (30) days following receipt of such notice in which to elect to participate in the owner>hir ; h • 
45 renewal lease, insofar as such lease affects lands within the Contract Area, hy paying to the party who acquired it their se\ eral pr> per pr 
-io portionate shares of the acquisition cost allocated to that part of such lease withm the Contract Area, which shall be in prop r'ion to •he 
4? interests held at that time by the parties in the Contract Area. 
48 
49 tf some, but less than ail. of the parties eiea to participate in the purchase of a renewal lease, rt shall be owned hv he :\ir K-
50 who elea to participate therein, in a ratio based upon the relationship of their respective percentage of participation m the Contract \r. , 
51 to the aggregate of the percentages of participation in the Contract Area of all parties participating in the purchase ol siu h -enc.v ai \ •. -< 

52 Any renewal lease in which less than all parties elect to participate shall not be subjea to this agreement 

5s 

54 Each party who participates in the purchase of a renewal lease shall be given an assignment ol its proportionate i t i r, o •-, ' -

55 by the acquiring party 

56 
5? The provisions of this Article shall apply to renewal le-ascs whether thev are for the entire interest covered h> he . v 
5H or cover only a ponion of its area or an interest therein Anv renewal Ic-ase taken before the expiration ol its predcct-svir Vav > 
59 contracted for within six 161 months after the expiration of the existing lease shall be subiea to this provision, but anv !eav • ..^ • 
Wi ir acted lor more than six !dl months after the expiration of an existing lease shall not be deemed a renewal lease and sha:i - i ••. s». 
(,1 the provisions of this agreement, 

i 

f,s The provisions in this Article shall also he applicable to extensions o< oil and gas leases 
<»» 
(A C. Acreage or Cash Contributions: 

VV Kir 'his jgrrrmrrv .s n ! r.r ii an* parts ...ntraitv t. r a contribution ol cash towards the Jr:limg I a weii ' %r.. 

p»-jo n n ••> i . nt-ai i Vi a sUih . n-r tMti.-n -hail r*» paid to 'he partv »ru conducted the drilling or -'her 'fn-ra*<i ir : 
a;'pi:i->; • joins! 'hr s> : ....*«. '- -g ' 'her ps-ration l! -he . or.trihution V in the ?orm ,1 acreage -rv Tarty :n wic*«-
•••"> .•; •> s — ad«- shj.'. pr -rr' • «.:••» i - i « , C T r t ' i -h. »rragv »r.h.«».t warrants I 'itle M the DHUng rV'-es in tr- ; topurtt-
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continued 

1 said Drilling Parties shared the cost of drilling the well. Such acreage shall become a separate Contraa Area and, to the extent possible, be 
2 governed by provisions identical to this agreement. Each party shall prompdy notify all other parties of any acreage or cash contributions 
3 it may obtain in support of any well or any other operation on the Contraa Area. The above provisions shall also be applicable to op-
4 tional rights to earn acreage outside the Contract Area which are in support of a well drilled inside the Contract Area. 
5 
6 If any party contracts for any consideration relating to disposition of such party's share of substances produced hereunder, such 
7 considerauon shall not be deemed a contribution as contemplated in this Article VIII.C. 
8 
9 D. Maintenance of Uniform Interest: 

10 
11 For the purpose of maintaining uniformity of ownership in the oil and gas leasehold interests covered by this agreement, no 
12 party shall sell, encumber, transfer or make other disposition of its interest in the leases embraced within the Contract Area and in wells. 
13 equipment and production unless such disposition covers either: 
14 
15 I . the entire interest of the party in all leases and equipment and production; or 
16 
17 2. an equal undivided interest in all leases and equipment and produaion in che Contraa Area. 
18 
19 Every such sale, encumbrance, transfer or other disposition made by any party shall be made expressly subject to this agreement 
20 and shall be made without prejudice to the right of the other parties. 
21 
22 If. at any time the interest of any party is divided among and owned by four or more co-owners. Operator, at its discretion, may 
23 require such co-owners to appoint a single trustee or agent with full authority to receive nouces, approve expenditures, receive bUjings tor 
24 and approve and pay such party's share of the joint expenses, and to deal generally with, and with power to bind, the co-owners of such 
25 party's interest within the scope of the operations embraced in this agreement; however, all such co-owners shall have the nghf to enter 
26 into and execute all conuacts or agreements for the disposition of their respeaive shares of the oil and gas produced from the Contract 
27 Area and chey shall have the right to receive, separately, payment of the sale proceeds thereof. 
28 
29 E. Waiver of Rights to Partition: 

30 
31 If permitted by the laws of the state or states in which the property covered hereby is located, each party hereto owning an 
32 undivided interest in the Contraa Area waives any and all rights it may have to partition and have set aside to it in severalty its undivided 
33 interest therein. 

34 
35 F. Preferential Right to Purchase: 

36 
37 Should any party desire to sell all or any part of its interests under this agreement, or its rights and interests in the Contract 
38 Area, it shall prompdy give written nouce to the other parties, with full information concerning its proposed sale, which shall include the 
39 name and address of the prospective purchaser (who must be ready, willing and able to purchase), the purchase price, and all other terms 
40 of the offer. The other parties shall then have an optional prior right, for a period of ten (10) days after receipt of the nouce. to purchase 
-i I on the same terms and Renditions the interest which che other party proposes to sell: and. if this optional right is exercised, the purcha . 
42 mg parties shall share tfce purchased interest in the proportions that che interest of each bears to the total interest of all purchasing par 
)3 ties. However, there shall be no preferential right to purchase in those cases where any party wishes to mortgage its interests, or to 

44 dispose of iu interests by merger, reorganization, consolidation, or sale nf all or substantially all of its assets to a subsidiary or parent com 

45 pany or to a subsidiary of a parent company, or to any company in which any one party owns a majority of the stock. 

46 
47 ARTICLE IX. 

48 INTERNAL REVENUE CODE ELECTION 
49 
50 This agreement is not intended to create, and shall not be construed to create, a relationship of partnership or an assovutior 
51 for profit between or among the parties hereto. Notwithstanding any provision herein that the rights and liabilities hereunder are seven; 
52 and not joint or colleaive. or that this agreement and operations hereunder shall not commute a partnership, if. for federal ir.. >m< \.\ 
53 purposes, this agreement and the operations hereunder are regarded is a partnership, each party hereby affected Wens to h, . sc.udi.-.! 
54 from the application of all of the provisions of Subchapter " K " , Chapter 1. Subutle " A " , of the Internal Revenue- Code ot ll>* i as r-
55 mitted and authorized by Seaion 761 of the Code and the regulations promulgated thereunder Operator is authorized and dircc- •• • \ 
5<> ecute on behalf ol each party hereby affeaed such evidence of this election as may be required by the Secretarv ol the Trcasur-. t h, 
57 United States or the Federal Internal Revenue Service, including specifically, but not by way of limitation, all of the returns s.a'-
5rt and the data required by Federal Regulations I."'ftI Should there be any requirement that each party hereby aifected g:v,- -n. r 
59 evidence of this elea ion. each such party shall execute such documents and furnish such other evidence as may i<e requi.-m T. h 
tO r-ederal Internal Revenue Service or as may be necessary to evidence thts election No such party shall give any notices or 'akc ans T O 
61 action inconsistent with the election made hereby If any present or future income tax laws of the state or states in which thoG t 
r,2 Area is located or any future income tax laws of the United States contain provisions similar to those in Subchapter K i">apu r I 
M Subtitle ' A ol the Internal Revenue Code ot 1954. under which an election similar to that provided by Section '61 •! the r jde :s rxr 
M muted each partv herebv affected shall make such eleaion as mav he permitted or required by such laws In making 'hr for, g.ung dr< 
(,5 iK*n. rash sush partv stales that the income derived bv such partv from operations hereunder can be adequatelv determined w.tbou' -m 

<. mpuiaiion ol partnership taiabt* income 

.X • ••> 
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, ARTICLE X. 

2 _ CLAIMS AND LAWSUITS 

3 
4 Operator may settle any single uninsured third party damage claim or suit arising from operauons hereunder if the expenditure 
5 does not p»™*f Twenty Thousand & no/100 ryn,,. 
6 (I 20 . 000 . 00 ) and if the payment is in complete settlement of such claim or suit. If the amount required for settlement ex-
7 ceeds the above amount, che parties hereto shall assume and take over the further handling of che claim or suit, unless such authority is 
8 delegated to Operator. All costs and expenses of handling, settling, or otherwise discharging such claim or suit shall be at the joint ex-
9 pense of the parues participating in the operation from which the claim or suit arises. If a claim is made against any party or if any partv is 

10 sued on account of any matter arising from operauons hereunder over which such individual has no control because of the rights given 
11 Operator by this agreement, such party shall immediately noufy all other parties, and the claim or suit shall be treated as any other claim 
12 or suit involving operations hereunder. 
13 

14 ARTICLE X I . 

H FORCE MAJEURE 
16 
17 If any party is rendered unable, wholly or in part, by force majeure co carry ouc its obligations under this agreement, other than 
18 the obligation to make money payments, that party shall give to all other parties prompt written notice of the force majeure with 
19 reasonably full particulars concerning it; thereupon, the obligations of the party giving the notice, so far as they are affected by the force 
20 majeure, shall be suspended during, but no longer than, the continuance of the force majeure. The affected party shall use all reasonable 
21 diligence to remove che force majeure situation as quickly as pracucable. 

22 f 
23 The requirement chat any force majeure shall be remedied with all reasonable dispatch shall not require the settlement«uf strikes. 
24 lockouts, or other labor difficulty by the party involved, contrary to its wishes; how all such difficulties shall be handled shall £e entirely 
25 within the discretion of the party concerned. 

26 
27 The term "force majeure", as here employed, shall mean an act of God, strike, lockout, or other indusuial disturbance, act ot 
28 the public enemy, war. blockade, public riot, lightning, fire, storm, flood, explosion, governmental action, governmental delay, restraint 
29 or inaction, unavailability of equipment, and any other cause, whether of the kind specifically enumerated above or otherwise, which is 
30 not reasonably within the control of the party claiming suspension. 

31 
32 ARTICLE X I I . 

33 NOTICES 
34 
35 All notices authorized or required between the parties and required by any of the provisions of this agreement, unless orherwise 
\C specifically provided, shall be given in writing by mail or telegram, postage or charges prepaid, or by telex or telecopier and addressed to 
37 the parties to whom the notice is given at die addresses listed on Exhibit " A " . The originating notice given under any provision hereof 
38 shall be deemed given only when received by the party to whom such notice is directed, and the time for such party to give any notice m 
39 response thereto shall run from the dace the originating notice is received. The second or any responsive notice shall be deemed given 
40 when deposited in the mail or with the telegraph company, with postage or charges prepaid, or sent by telex or telecopier Each part;. 
41 shall have che right to change its address at any time, and from time to time, by giving written notice thereof to all other parties 

42 _ 

>3 ARTICLE X I I I . 

44 TERM OF AGREEMENT 

45 

j<, This agreement shall remain in full force and effect as to the oil and gas leases andyor oil and gas interests subject hereto ter me 
47 period of time selected below, provided, however, no party hereto shall ever be construed as having any right, title or interest in or to anv 
48 lease or oil and gas interest contributed by any other party beyond the term of this agreement. 
49 _ 
50 Of nnn I St h~n - " " - ' •' ' —' f l " ' — • • • K v ^ ' —'***"-*" '—>-••> ~ • " ^ " . i n , . ^ in <v. „ „ , n v ... 

52 
5 3 £ Option No. 2: In the event the well described in Article VI.A.. or any subsequent well drilled under anv provision ot h 
^4 agreement, results in produaion of oil and/or gas in paying quantities, this agreement shall continue in force so long as an* sue h •*, i; r 
55 wells produce, or are capable of production, and for an additional period of 90 days Irom cessation of all prodi-itum ,-r. ••• <.< j 
Vi however, if. prior to the expiriuon of such additional period, one or more of the parties hereto are engaged in drilling, reworking <t » • 
57 mg. plugging back, testing or attempting to complete a well or wells hereunder, this agreement shall continue in torce until sucn ••)<«-r. 
58 tions have been completed and if production results therefrom, this agreement shall continue in force as provided herein In -he t-v .-n; 
59 well described m Article VI A., or any subsequent well drilled hereunder, results in a dry hole, and no other well is pr̂ duc in* x „ < ..-
a) .if producing oil and/or gas from the Contract Area, this agreement shall terminate unless drilling, deepening, plugging has k < n *. .m 
(,| mg operations are commenced within 90 days from the date ol abandonment of said well. 
62 
M li is agreed, however, that the termination of this agreement shall not relieve any party hereto from anv liah.litv which ^ 
i - \ M.runl or attached prior to the date of such termination 



A.A.P.L. FORM 610 - MODEL FORM OPERATING AGREEMENT - 1982 

, ARTICLE XIV. 

2 _ COMPLIANCE WITH LAWS AND REGULATIONS 

3 
4 A. Laws, Regulations and Orders: 
5 
6 This agreement shall be subject to the conservation laws of the state in which die Contract Area is located, to the valid rules. 
7 regulations, and orders of any duly constituted regulatory body of said state; and co all other applicable federal, state, and iocal laws, or-
8 dinances, rules, reguiauons, and orders. 
9 

10 B. Governing Law: 
11 
12 This agreement and all matters pertaining hereto, including, but not limited to, matters of performance, non performance, breach. 
13 remedies, procedures, rights, duties and interpretauon or consuuction, shall be governed and determined by che law of the state in which 
14 che Conuact Area is located. If the Contraa Area is in two or more staces, the law of the state of New M e x i c o 
15 shall govern. 
16 
17 C. Regulatory Agencies: 
18 
19 Nothing herein contained shall grant, or be construed to grant. Operator che right or authority to waive or release any rights. 
20 privileges, or obligations which Non-Operators may have under federal or state laws or under rules, regulations or orders promulgated 
21 under such laws in reference to oil, gas and mineral operations, including the location, operation, or production ot wells, on tracts olfset 
22 cing or adjacent to the Contract Area. jr-

23 ; 
24 With respect to operations hereunder, Non-Operators agree to release Operator from any and all losses, damages, injuries, claims 
25 and causes of action arising out of, incident to or resulting directly or indirectly from Operator's interpretauon or application'of rules, 
26 rulings, regulations or orders of the Department of Energy or predecessor or successor agencies to the extent such interpretation or ap-
27 plication was made in good faith. Each Non-Operator further agrees to reimburse Operator for any amounts applicable tc such Non 
28 Operator's share of production that Operator may be required to refund, rebate or pay as a result of such an incorrea interpretation or 

29 application, together with interest and penalties thereon owing by Operator as a result of such incorrect interpretation or application 

30 
31 Non-Operators authorize Operator to prepare and submit such documents as may be required co be submitted to the purchaser 
32 of any crude oil sold hereunder or to any other person or entity pursuant to the requirements of the "Crude Oil Windfall Protic Tax Act 
33 of 1980", as same may be amended from time to time ("Act"), and any valid regulations or rules which may be issued by the Treasury 
34 Department from ume to time pursuant to said Act. Each party hereto agrees to furnish any and all certifications or other information 

35 which is required to be furnished by said Act in a timely manner and in sufficient detail to permit compliance with said Act 

36 
37 ARTICLE XV. 
38 OTHER PROVISIONS 

^ See Article XV. attached hereto and made a part hereof. 

41 » 
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September 19, 1991 

James M. Alexander 
P. 0. Box 58 
Abilene, Texas 79604 

RE: O i l & Gas Lease 
E% NW% Section 9, T24S, R25E 
Eddy County, New Mexico 

Dear Mr. Alexander: 

Enclosed please find the following: 

1. Collection Draft 
2. Oil & Gas Lease 
3. R a t i f i c a t i o n and Rental Division Order 
4. Copies for your records. 

These instruments cover your undivided 1/16 mineral 
interest in the captioned land and provide for a bonus 
consideration of $151.00 per net mineral acre, plus paid-up 
delay rentals, 2 year primary term and 1/4 royalty. 

Please endorse item 1, sign items 2 and 3 on the spaces 
provided and have your signatures properly notarized, then 
deposit a l l items with the collection department of your 
bank. 

Thank you for your cooperation. 

Sincerely, 

Lyle D. Cannon 

LDC/ja 

Enclosures 



PROPERTY ACQUISITION BANK DRAFT 
Check No. 

COLLECT DIRECTLY THROUGH NCNB Texas National Bank 

P. 0. Box 1693. Midland, Texas 79707 September 18, 19c 

CITY STATE DATE 

- 1 5 - DAYS AFTER SIGHT, AND SUBJECT TO APPROVAL OF TITLE COVERING E % NW% S e c t i o n 9 . T - 2 4 - S r 

COUNTY E d d y STATE OF New M e x i c o 

PAY TO James M. Alexander, Indv. & A - I - F f o r Martha 
THE ORDER OF Jane Rhodes and J e r i Alexander L o t t s 755.00 

SEVEN HUNDRED FIFTY FIVE & NO/100 DOLLARS 
VALUE RECEIVED AND CHARGE TO ACCOUNT OF 

XO T. Verne Dwyer 

300 W. Texas, Suite 333 

Midland, Texas 79701 

WITH EXCHANGE 

LANDMAN • BROK 

Lease No. 

Prospect. Mulefoot 

Fee 

Rentals Paid Up 

Minerals Lease X Royalty ORRI 

X Rentals Non-Paid Up 

Lessor/Payee. SAME 

_J JAL  
MJR  

.Social Security Nn J G W

Address P. Q. Box 58. Abi lene. TX 79604 

Lessee T . V e r n e D w y e r , Assignee . 

Check Number. 

Lessor Interest 1 / 1 6 

. Total Bonus $755 . 00 

_ Gross Acres 80 

Lease Date S e p t e m b e r 1 8 . 1 9 9 1 Term 

Rental Date P A I D - U P Rental Per Acre 

2 years 

Rentals Payable At 

Remarks 

. Bonus Per Acre $ 1 5 1 . 0 0 

Net Acres 5 

Royalty . XLA. 

Total Rental Amount 



?roduc«r*s a8-Produe«r ,i Ravlaad 1»81 Naw Mexico Form 342P, Paid-up Prlnlad and for sal* by Hall-Poorbaugh Praaa, Roawell, N.M. 

OIL & G A S L E A S E 

THIS AQREEMENT mad* tnit day ot September ,99_1_ . Between 

James M. .Alexander »_ Individually a n c j as .Agejit..ajid J*ttoj: i^ 
Martha Jane Rhodes and J e r i Alexander Lott 
P. 0. Box 58, Abilene, Texas 79J>04 ~~~ ~ ~ ~ 

{Pon Office Aaai f t 

n.ra.nc»il.di.s»oriwh.tn.ron.ormof8i.na.JTi_Yerne_ Di^r,_.3^0 W_._Texas, Suite 333, Midland. Texas 797Q1 ,„,„ 
I Lessor, in consideration ol TEN ANO OTHER DOLLARS In hano paid, receipt ot which is hare acknowledged, ano ol ina royal waa harain provided ana ol ina agreements ol lha leasee 

harain coniained nereby grama, laaaaa and lets exclusively unto leasee lor the purpose ol inveaiiganng, exploring, prospecting, drilling, ano operaung tor ana producing on ana gas .mee
ting gaa. waters, oiner liulde. and air into subsurtace strata, laying pipe ilnea. storing on, building tanka. roadways, lelepnone lines, and other alructurea and minga lhareon io produce, save. 

lake cere ol, ireal. procaaa, alote end iranapon aald mlnerala, in* lollowing deecrlbed land in E d d y County, New Mexico to-wlt 

T-24-S, R-25-E, N.M.P.M. 

Section 9: E% NW% 

Said land Is esumated lo comprise_ 8 0 - - „acraa, •vhvthar li actually comprlaaa mora or laaa. 

2 Subject to tha othar provialoni haram contained, ihla laaa* ahall ramain in forca lor a tarm of . _ 

two (2) 
years Irom this date (called "primary term land as 

long thereelier aa oil or gaa is produced Irom aald lend or Irom lend with which aald land Is pooled. 
3 Theroyailieslobeoaidoyiesseeaie (a) on oil. and olher liquid hydrocarbons saveoal ihe well, .. 1 / - 4 - - ot lhal produced end saved Irom said land 

same 10 be delivered el the wella or lo ine credit ol lessor In Ihe pipeline lo wnich Ihe wella may be connecied; ID) on gee, including caslngnead ges or olher geaeous aubalence produced 
Irom said lend and uaed oil the premlaee or uaad In (he manulacture ol gasoline or olher products, me market value at the wall ol 1 / 4 ot Ih* gee uaad. 

1/4 
provided lhai on gas sold on or (itt tha premises, tne royalllee shall b* ol ihe amount realized Irom auch sale. Ic) and at any Ume wnen inia lease ia 
noi vaiio»ied oy oiner provisions neieol and mere Is a gaa and/or condensate well on seld land, or land pooled ihorewim, bul ges or condensaie is noi being so sold or uaea and such wen is 
snui in, ennet oelore or slier production ineielrom. Ihen on or Delora SO days aller said well is snul In, and thereelier at annual intervals, leasee may pay ur lender an advance shui in royally 
equal lo i i UO per nai acre ol lessor s gaa acreage men held under mi* leaae by me peny making sucn payment or lender, end ao lung aa aaid anui in royally ia paid oi tendered, mis leaae 
sneii not terminate and il snail ba considered under ell clause* hereol lhal gaa la being produced Irom the leaaed premises In paying quanhtiea Each such payment ahaii ba paid or lenoered 
to ine party or parties who ai ine nine ol such peyment would Be entitled lo receive Ihe royalties which would be paid undei this reaae il ihe well were in laci producing Tna payment or 
tender ol royalties and shuiin royalties may be mad* by check or drall. Any timely payment or lander ol ahui-ln royally which ia made in a bona Ude attempt io mane proper payment o u i 
which is erroneous in whole ot in pari aa lo partteaor amounla. shall nevertheleee be sullicient io prevent terminal Ion ol tnta leeaa In the same manner aa though a proper payment neo been 
made rl lessee shall correct such error wiinm 30 daya alter lessee nee received wrillen nonce thereol by certihed men Irom ineperty or perttea entitled io leceive peyment together w.tr, such 
wriiten instruments (or certihed copies inereoDaa are necessary lo eneble lessee to make proper payment The amount realized Irom tne sele ol gaa or, or otl ine premises snaii be ine once 
esisonsneo by me gas sales contract entered into in good tallh by leaae*and gas purchaser lor sucn lerm and under such conditions ea are customary in the industry Price snan mean me 
net amount received by lessee alter giving etleci lo applicable reguletory orders and atlei application ol any applicable price ed|ustmenia specified in sucn contract or regulatory orders <*• 
me eienr leueeti eempieeeee, ii'eeis, eenlteei ei *at»ye)e**ee>«eeli U— leheiuui en u, ull lliu iseeed eratiileeel et tieneuuile u*a uM Hie leaaed ui*mie*xyr**ejex»a in emnuuung lUjeu, 
weieenii.i me, eeeesi Irani eeee. * e 'sassnesl i i » e i | n h i.eaiiens s i i lsnwis , 

4 This is a paid up leeae and lease* shell not b* obligated during th* primary l*rm hereol lo commence or continue any operetlona ol whaiaoevar character or to me»e any payments 
hereunder m order lo maintain this lease in lore* during th* primary term; however, this provision Is not Intended lo relieve lessee ol th* obligellon to pey royalllee on actual production pur 
suant to the provisions or Paragraph 3 hereof 

5 Lessee rs nereoy gremed the ngnt and pow*r. trom um* to tlm*. to pool or comoln* this leaae. Ih* land covered by ll or any pan or horizon thereot wltn any other land leases, mineral 
asiates or pans thereol tor Ihe production ol oil or gaa. Unite pooled hereunder snail not e.ceed tne standard proration unit Used by law or by the Oil Conaervation Oivision ol ihe Energy ana 
Minerals Oeparimeni ol ihe Stale ot New Mexico or by any other lewlul authority lor the pool or area In which seld land Is eitueted plus e tolerence ol ten percent Lessee snarl Ine written 
i,nn designations in ihe couniy in wnicn Ine premises.are located end such unlta may be designated Irom lime to Ume and either before or elter the completion ol wells Drilling operations 

ur production irom any pan of any such unit shall oe considered tor i l l purposes, except tne payment ol royelty. as operations conducied upon or production Irom the lano described in 
mis lease There shall be allocated lo ine land covered by mil leeee included In any such unll that poruon ol the lotel production ol pooled minerals Irom wens in ihe unil after deducting any 
used in lease or unit operanons whicn ine net oil of gas acreege in tn* lano covered By this lease Included In ihe unit beara lo the total number ol aurlace acrea in the unit The production so 
allocated snan oe considered lor ail purpoeet. including ihe peyment or delivery ol royiily. lo be the enure producllon of pooled minereia Irom tne ponton ot said land covered hereby and in 
oiudeo m said unit in the same manner as though produced Irom said lend under tne terms ol this lease Any pooled unll designated by lessee, aa provided herein, mey be diaaoived by 
lessee by recording an appropriate instrument In th* County where tn* land it situated at any time alter me completion ol a dry hole or the cessation ot production on said unit 

8 it ai ina e.pnanon ol ina primary lerm mere le no wen upon aald land capable ol producing on or gea. but laeeee haa commenced operations for drilling or reworking thereon true lease 
snan remain m lorce so long as operanona are prosecuted with no caeeatlun ol more men 80 contecutive days whetner auch operauons be on tne same wan or on a different or eddn cmei 
wen or wens and if rney result in tne production ot oil or gas. so long tnerefter aa oil or gaa is produced Irom said land II. alter tne aspiration ot tne pumery term, ail wane upon said Una 
should become incapable ol producing tor iny csuse. this lease shall noi lermlneie it lessee commencee operatlont for additional drilling or lor reworking wnnin 90 days thereelier ll eny 
druung additional drilling, or reworking operauons hereunder result In producllon, then true leeae ehell remain in lull force eo long thereelier i s on or gaa is produced hereunder 

' Leasee than nave free use ol oil gea ind weter Irom aeld land. * ic*pt weter irom lessor's went end lanka. lor all operetlona hereunder, end ine royelty anan be computed attar aeduc 
ung an, so used Lestee than have ih* right at any Um* during or efler tn* eapiretion ol nils lease lo remov* en property and futures placed by lessee on seid land, including the ngm to 
draw and remove eu casing yynen required Dy leaaor. leaaee will Bury ell pipe Ilnea on cultivated lands below ordinary plow depth, end no well shall be drilled within two hundred feet (200 tt I 
of «n» residence or barn now on aaid land without Heeor't consent Leaaor shall have ihe privilege, at his risk and expert**, of using gat Irom any gat w*tl on esio lino loi stoves end inside 
nghis in tne principal dwelling thereon, out ol any surplus gas noi n**d*d lor operanona hereunder. 

8 the ngnis of either peny hereunder mey oeaaalgned In whole or in part end the provisions hereol shall extend to tneir nelrs, executors, administrators successors sno assrgns but no 
tnanga in ihe ownerahip ol ihe land or In Ih* ownership ol, or rights lo receive, royalties or shut In royalties, however accomplished ahell operate lo enlarge tne obligations or dimmish ine 
r.grus oi lessee and no sucn change or division anall b* binding upon leasee lor eny purpose until 30 days aller lestee nea Been furnished by certified mail al lessee s principal pure j i 
Ousmess win accepietne instruments or cerulied copiea thereof constituting tna chain nt una trom ine original lessor il any auch change in owneramp occurs inrougn tha deem oi me 
owner lessee may ai ns option pay or lender eny royalties or shut-in royalllee in ihe name ol me deceased or io nit estate or to hia heirs executor or administrator unui tuch ume as lessee 
has been furr.uneo with evidence satisfactory lo leasee et lo in* parsons entitled to tuch sums An assignment ot mis leaae in whole or In pen snail, to the extern ot such assignment 
reneve and disct i . i j * lessee ol any obligations hereunder *nd. ll lessee or aesignee ol pari or pans nereol ahell fall or make default In tne peyment of me proportionate perl ol royalty or snui 
m royalty Jue from such lessee or assignee or tall to comply w.lh any ol ine provisions ol this leese, sucn defsult snail not affect this lea** insofar aa it covera a perl ol seid lands upon which 
lessee or any assignee tnerot anaii properly comply or m*k* sucn p*ym*nis. 

9 Should lessee be prevented Irom complying with «ny *xpr**s or Implied covenant of tnis leese. or Irom conducting drilling or reworking operelions hereunder, or trom producing oil or 
gas hereunder by reason ol scarcity or inability lo obtain or ua* *qulpm*nt or materiel, or oy operation of force me|eure. or Oy any Federel or t it le lew or eny order rule or regulation ot 
govermenimentai auinotiiy men while to prevented, letter's duty snail be suspended and leaaee anall not oe nebie for leliure lo comply therewith, and ihis leeae tneu be extended *n,ie 
ana so long aa lease* it prevented by any auch caua* trom conducting drilling or teworktng operanona or trom producing oil or ga* h*r*und*r, and the ume while leaaee it so prevented snati 
noi be counted against lessee anything in this l**s« lo tn* contrary notwithstanding 

10 Lessor hereby warrants and agreea to det*nd th* (III* lo said l*nd snd agr**a that lessee al us option may discharge any tax. mortgage oi other lien upon said land, and in me event 
lessee does so it than be aubtogated to such lien wltn the ngnt lo entorce same and io apply royalties end shut in royeiuea payebie hereunder towera setiaiymg ssme without im pan mem t, * 
lessee s rignis under the warranty il mis leaae covera a leas intereet in tne oil or gaa in ail or any pan of aald land man the enure end undivided lee simple esiale i whether lessor s mteieet • • 
herein spec i f i ed or nul l then Ihe royeiuee. srtul-ln royei ly. end olher p e y m e n l s . II eny. t c c r u i n g Irom any p a n aa lo w h i c h thle leeee c o . e r e leea than s u c h lull interest, anan oe paid only in tna 
proportion wn.^ii the interest therein il eny, covered by tnie leee*. b**re to th* who!* and undivided lee simple ettete therein Should any one or more ol the parttea nemed above aa lessors 
ran io execute mis leeae. it shell nevertheless 0* binding upon tn* p«rty or pemee executing the aame 

11 Leasee, us or nrs successors heirs end assigns. sh«ll n«v* th* ngnt st eny time to surrender thit leaae. in whole or tn pan, to leaaor or nit neira. successors and assigns by delivering 
or mailing a release ihereol lo tne lessor or Oy placing a release thereof ol record In ine county in which taid land is situated, thereupon leasee tn*u oe relieved Irom an obligations express 
ad or impnao ot mis agreement as to acreage ao aurrendered, end lh*raft*f th* ahulln royally psyable hereunder snell be reduced in tn* proportion mat in* acreage covered hereby iareduc 
ed By said release or rsieasea 



RATIFICATION AND RENTAL DIVISION ORDER 

KNOW ALL MEN BY THESE PRESENTS: 

Tha i . WHEREAS, thai certain oil and gas lease, dated September 18, 1991 _. from 

James M. Alexander, Indiv. and as Agent and A-I-F for 

Martha Jane Rhodes and J e r i Alexander L o t t 

to_ 

of the 

P. 0. Box 58, Abilene, Texas 79604 Lessors. 

T. Verne Dwyer 

Records of Eddy 
as Lessee, recorded in Book 

_ County. New M e x i c o 

Page_ 

is owned by 

T. Verne Dwyer, 300 W. Texas, Suite 333, Midland, Texas 79701 

in so far as il covers the following described land in 
to wit: 

Eddy County. New Mexico 

T-24-S. R-25-E. N.M.P.M. 

Sec t ion 9: E% NW3& 

NOW. THEREFORE, in consideration of the sum cf One Dollar ($1 00) and olher good and valuable considerations, we 

THE UNDERSIGNED 

and each of us. do hereby ratify, approve, confirm, and adopt the above described oil and gas lease in so far as it covers the above described land, and 

do hereby lease, demise and lei said land unto T « V e r n e D w y e r subject to and under all of Ihe terms and provisions 
of said lease, and as to said land, do hereby agree and declare that said lease is now in full force and eflect; that payment has been duly made of the 
entire bonus consideration and all of the delay rentals necessary to extend said lease to the next rental paying date: and each of the undersigned agrees 
that any delay rentals which may be paid under the'termsof said lease wilh respect to ihe above described land may be divided as follows: 

C R E D I T T O 

James M. Alexander, Indiv. 
and Agent and A-I-F for 
Martha Jane Rhodes and J e r i 
Alexander Lott 

F r a c t i o n a l 
I n t a r e a t 

1/16 

A M O U N T 

Paid-Up 

DEPOSITORY 

and thai payment or lender, of the amount set forth opposite his name, directly or to his credit in the depository bank at ihe times and in the manner 
specified in said lease wi l l , as lo ha interest In the said land, extend said lease and continue the same in full force and effect according to iu lermt. 
provided, thai if no amount Is above set forth opposite fas name. Ihen payment of the amounts above set forth lo the other parties or the* successors 
in interest. will so extend said lease This instrument shal be fully binding upon, and effective as to the inlerest of. each of the above named parsons who 
executes the same, wi lhoul regard to execution or lack of execution by the others or by any other person whomsoever 

We. and each of us. hereby release and waive aU rights of dower and homestead in the above indentitied land and the provisions hereof 

shall be binding upon the heirs, legal representatives, successors, and assigns of each of us. 

WITNESS our hands and seals Ih is . . day o l . 1 9 _ 9 J _ 

James M. Alexander, Indiv. and 
Agent- and A-T-F for Martha—lane 
Rhodes and J e r i Alexander L o t t 

S_S #449-66-38.4 



_ ( , , TEXAS 
State of _ . v . n r j Individual Acknowledgment 
County of T A l L U K 

The foregoing Instrument was acknowledged before me this day of 

b y James M. Alexander, I n d i v . and as Agent and A-I-F f o r Martha 

Jane Rhodes and J e r i Alexander L o t t 

My Commission Expires Mot«*» Public 

Notary's Printed Name: 

State of 

County o f . 
Individual Acknowledgment 

The foregoing instrument was acknowledged before me this day of 19_ 

by • 

My Commission Expires: l*»««np Public 

Notary's Printed Naraej 

State of 

Individual Acknowledgment 
County of 

The foregoing Instrument was acknowledged before me this day of 19_ 

by 

My Commission Expires: r**u— Public 

Notary's Printed Name.; 

THE S T A T E O F T E X A S . 

County of 
Single Acknowledgment 

Before me. the undersigned authority, on this day personally 

appeared 

known lo me to be the person whose name subscribed to the foregoing Instrument, and acknowledged to me that he 
executed the same for (he purposes and consideration therein expressed. 

Given under my hand and seal of office on this, the day of A D . 19 

My commission expires:_ 
(SEAL) Notary Public in and for County. Texas 

Notary's Printed Name: 

THE STATE O F T E X A S . 

Single Acknowledgment 
County of 

Before me. the undersigned authority, on this day personally 

appeared 

known to me lo be Ihe nerson whose name subscribed lo the foregoing instrumenl. and acknowledged to me that he 
executed the same lor Ihe purposes and consideration therein expressed 

Given under my hand and seal of office on this the day ol A D . 19 

My commission expires: 
(SEAL) Notary Public In and for County Texas 

Notary's Printed Name: 

THE STATE OF TEXAS. 
Single Acknowledgment 

County of 
Before me the undersigned authority, on this day personally 

appeared 

known lo me to be the person whose name subscribed to the foregoing Instrument and acknowledged to me thai f\t 
executed th * v im« for the purposes and consideration therein expressed 

Given under mv hand and seal of office on this the day of A D 19 

My c o m m i s s i o n e x p i r e s : 
(SEAL) Notary Public In and for 

Notary's Printed Name: 

Countv Texas 



Mr. Janes M. A I f-. ..-.nder 
February 10, 1993 
Page 2 

Santa Fe i s ready to commence the proposed t e s t and 
requests t h a t you j o i n or lease; however, i f you e l e c t 
not t o do e i t h e r , Santa Fe w i l l have to commence forced 
p o o l i n g procedures. 

I f you have any questions, please c a l l the w r i t e r . 

Very t r u l y yours, 

T. Verne Dwyer f o r 
Santa Fe Energy Operating 
Partners, L.P. 

TVD/ja 

Enclosures 
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H I N K L E , C O X , E A T O N , C O F F I E L D & H E N S L E Y 

LEWIS C. COX 
PAUL W. EATON 
CONRAD E. COFFIELD 
HAROLD L_ HENSLEY. J R 
STUART D. SHANOR 
ERIC 0. LANPHERE 
C D. MARTIN 
ROBERT P. TINNIN. J R 
MARSHALL G MARTIN 
OWEN M. LOPEZ 
DOUGLAS L LUMSFORD 
JOHN J. KELLY 
NICHOLAS J. NOEDING 
T. CALDER EZZELL, JR. 
WILLIAM B BURFORD* 
RICHARD E. OLSON 
RICHARD R WILFONG" 
THOMAS J McBRIDE 
JAMES J. WECHSLER 
NANCY S. CUSACK 
JEFFREY L FORNACIARI 
JEFFREY D, HEWETT 
JAMES BRUCE 
JERRY F SHACKELFORD* 
JEFFREY W HELLBERG* 
ALBERT L PITTS 
THOMAS M. HNASKO 
JOHN C. CHAMBERS* 
GARY D. COMPTON* 
MICHAEL A. GROSS 
THOMAS • . HAINES. JR 
GREGORY J. NIBERT 
DAVID T MARKETTE* 
MARK C. DOW 

FRED W S CH WEN Dl MANN 

JAMES M HUDSON 
JEFFREY S BA.IRD* 
REBECCA NICHOLS JOHNSON 
WILLIAM P J O H N S O N 
STANLEY K KOTOVSKY. JR 
H R THOMAS 
ELLEN S CASEY 
MARGARE"7" CARTER LUDEWIG 

S BARRY =AtSNF_R 
STEPHEN M. CRAMPTON 
MARTIN MEYERS 
GREGORY S, WHEELER 
ANDREW J CLOUTIER 
JAMES A GILLESPIE 
GARY W LARSON 
STEPHANIE LANDRY 
J O H N R. KULSETH. J R 
MARGARET R McNETT 
BRIAN T CARTWRIGHT* 
LISA K SMITH* 
ROBERT H BETHEA* 
BRADLEY W. HOWARD 
CHARLES A. SUTTON 
NORMAN D. EWART 
DARREN T GROCE" 
MOLLY MCINTOSH 
MARCIA B. LINCOLN 
SCOTT A SHUART* 
DARREN L BROOKS 
CHRISTINE E. LALE 
PAUL G NASON 
DARLA M. SILVA 
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CLARENCE E. HINKLE ( I90I- I96S) 
W E BONDURANT. J R (19(3-1973) 

ROY C SNODGRASS, JR [1914-1967) 

O M CALHOUN* 
MACK EASLEY 
J O E W. WOOD 

RICHARD S MORRIS 

WASHINGTON, D C. 
SPECIAL COUNSEL 

ALAN J STATMAN* 

June 29 , 1993 
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Michael E. Stogner 
O i l Conservation D i v i s i o n 
310 Old Santa Fe T r a i l 
Santa Fe, New Mexico 87503 

Re: Case No. 10,759 (Santa Fe Energy/Compulsory Pooling) 

Dear Mr. Stogner: 

Please continue the above case t o the J u l y 15, 1993 Examiner 
hearing. Thank you. 

Very t r u l y yours, 

HINKLE, COX, EATON, COFFIELD 

VIA HAND DELIVERY 

JGB5\93B51.c 



STATE OF NEW MEXICO 

ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT 

OIL CONSERVATION DIVISION 

BRUCE KING 
GOVERNOR 

ANITA LOCKWOOD 
CABINET SECRETARY 

POST OFFICE 80X 2088 
STATE LANO OFFICE BUILDING 
SANTA FE. NEW MEXICO B7504 

15051827-5800 

August 9, 1993 

HINKLE, COX, EATON, 
COFFIELD & HENSLEY 

Attorneys at Law 
P. O. Box 2068 
Santa Fe, New Mexico 87501 

RE: CASE NO. 10759 
ORDER NO. R-9931 

Dear Sir: 

Enclosed herewith are two copies of the above-referenced Division order recently entered in the 
subject case. 

Sincerely, 

Sally E.iileichtle 
Administrative Secretary 

cc: BLM - Carlsbad 
Steve Keene 




