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JOE ALEXANDER 
Oi l & Gas Properties 

P.O. Box 3081 
Midland, TX 79702 

(915) 685-1357 

2 November, 1992 

Li b e r t y Bank of Tulsa 
Trust Energy Dept. 
P.O. Box 1 
Tulsa, OK 74102 

At t n : Amy Adams 

Dear Ms. Adams: 

Some time ago we spoke on the phone concerning and o i l and gas lease 
covering the i n t e r e s t s of the Maurice Powers Estate under the captioned 
t r a c t . I am working f or Drum Energy here in Midland and they would 
l i k e to lease the estates i n t e r e s t . They o f f e r : 

3/16 r o y a l t y , $75.00 per acre bonus for a 3 year lease 

Please consider these o f f e r s c a r e f u l l y and l e t me know your decision 
at your e a r l i e s t convenience. 

I also w i l l need help as to the he i r s of the estate and t h e i r 
i n t e r e s t s . As I t o l d you, there are no c u r a t i v e documents i n the Lea 
Co. records. 

Please don't h e s i t a t e to c a l l me i f you have any questions. 

Re: SW/4 Section 35, Township 19 
South, Range 38 East, Lea Co., 
NM 

1/4 r o y a l t y and no bonus f o r a 1 year lease 
or 

Very t r u l y , yours 

J 



November 10, 1992 

Joe Alexander 
Oi l & Gas Properties 
P. O. BOX 3 081 
Midland, TX 79702 

Re: Lease Offer 
Powers Heirs #3292 et al/8844905 et a l 
SW/4 Section 35-19S-3SE 
Lea County, New Mexico 

Dear Mr. Alexander: 

This l e t t e r acknowledges receipt of your lease offer covering the 
interest owned by the above captioned account. To a s s i s t us in the 
timely processing of your lease offer, please u t i l i z e the 
referenced account information on a l l future correspondence. 

In anticipation of reaching an agreement, I have enclosed a copy of 
our o i l and gas lease foxm for your review. Also, please be 
advised that a $125.00 leape administration f s s w i l l be required 
for processing the o i l and $as lease, i f we reach a f i n a l agreement 
on bonus, term and royalty. 

I f you have any further questions, please f e e l free to contact rr.e 
at (918) 586-5294. 

Sincerely, 

Donald L. Hansen, J r . 
Vice President 

DHL:lml 
Enclosure: O i l & Gas Lease Form 

Copy of Side Letter Agreement 

l ibe r ty Hank & Trust ( omjiany of Tuki i , N A 
15 East Fifth Street / Tn!,:i. <>K 74KW I'.'IX) 58(1-1 



COUNTY OF 

STATE OF 

Attention: 

Re: Side Letter Agreement - "Favored Lessor Clause" 

O i l and Gas Lease dated 

Dear 

As an express condition and covenant of the above captioned lease, 
i t i s e x p l i c i t l y agreed and understood between Lessor and Lessee 
(and Lessee's successors, assigns, and agents, hereinafter 
c o l l e c t i v e l y referred to as "Lessee") that, i f Lessee pays a higher 
bonus on a per net mineral acre basis or a higher royalty to any 
mineral owner who owns at l e a s t two (2) net mineral acres within 
the above captioned section, during the primary term of the 
captioned o i l and gas lease, then Lessee s h a l l , within t h i r t y (30) 
days of such event, pay an additional bonus to Lessor equal to the 
difference between the higher bonus and the bonus paid herein, on 
a net per acre basis. I f additional royalty i s subsequently paid 
by the Lessee within the captioned section, then Lessee s h a l l 
increase the royalty payable or due under the terms of the 
captioned o i l and gas lease in an amount equal to the higher 
royalty. Any change in royalty w i l l be made effe c t i v e as of the 
date the above described o i l and gas lease was o r i g i n a l l y executed. 

In l i e u of pay'.ng such additional bonus and/or royalty, Lessee may 
execute a f u l l release of the above reference o i l and gas lease. 

I f Lessor f i l e s a legal action to enforce any express or implied 
obligation of t h i s side Letter Agreement and receives a favorable 
judgment from a court of competent j u r i s d i c t i o n , then Lessee s h a l l 
reimburse Lessor for a l l costs of such legal proceedings including 
reasonable attorney's fees. 



Page 2 

I f you are i n agreement with the above conditions, please indicate 
your acceptance by signing i n the space provided below and promptly 
returning one (1) copy to the attention of the undersigned. 

Yours t r u l y , 

Donald L. Hansen, Jr. 

Vice President and Trust Officer 

DLHtmac 

Agreed to and Accepted t h i s 
day of , 1992. 

By. 



THIS AGREEMENT. made and entered into this 

OIL AND GAS LEASE 

(PAID-UP) 

day ot 19 , by and between 

hereinafter called Lessor, and 

hereinafter called L M N , 

WITNESSETH: 
1. That Lessor, in consideration of ($10.00) In hand paid, of the royalties herein provided, and the covenants and agreements of lessee 

hereinafter contained, hereby grants, leases, and lets unto Lessee for the purpose of exploring, drilling, and operating, for, and producing oil, gas, and 
related hydrocarbons, and laying pipelines, and building tanks, power stations, roads, telephone lines, and structure* thereon which may be necessary 
to produce, save, oar* tor, Mat, and transport said products Mom the land leased hereunder only, the following described land situated in 

County, to wit 

There is in the possession of Lessor and Lessee and by reference made a part of this lease 
an unrecorded Side Letter Agreement of even date herewith executed by the parties hereto 
covering certain other additional covenants, conditions and provisions that are part of 
this lease agreement between Lessor and Lessee as though fu l l y written and included herein. 

of Section _ _ _ _ _ _ _ _ _ Township Range and containing acres, more or less, rt is 
understood and agreed, however, that Lessee shall negotiateidamage settlements and rights of way for all roads, pipelines, telephone lines, power 
stations, drill sta locations, production facilities, or any other operations pursuant to exploration and production of any oil, gas, gas condensate or other 
minerals prior to commencement of each operation. 

2. Subject to the other provisions herein contained, this lease shall be for s term of years from this date (hereinafter called 
primary term) and as long thereafter as oil, gas or other related hydrocarbons are produced in paying quantities from the leased premises in accordance 
with the terms and provisions of this Oil and Gas Lease. 

3. As royalty, Leasee shall deliver to the credit of Lessor, free of any cost (including, without Imitation, costs of treating, compressing, 
marketing and/or transporting the products on or off the leased premises and other expenses of like nature) into the tanks or pipeline* to which wells 
may be connected or to any other delivery point, ( ^ of the proceeds from the sale of all the marketable substances which the Lessor owns, to 
include oil, gas, gas condensate end other hydrocarbons produced and saved from the leased premises. Lessee shad pay Lessor royalty on sli gas 
produced from a well on the leased premises or on lands pooled with the leased premises and sold or used off the leased premises regardless of 
whether or not such gas la produced to the credit of Leesee or sold under a contract executed by or binding on Leasee. Should gaa be sold under a 
sales contract not binding on Lessor, Lessor's royalty will be calculated based on the highest price paid for any of the gas produced from the well from 
which such gaa is produoed. In no event wiU the prioe paid lissor tor Lessor's snare of gas be less than the prioe paid Leesee far Lessee's share of 
gaa. Lessee aghm that ttw«i)ot enter t r i t o a j y o ^ 
date of such sales contract unless such contract ha* adequate ferovislons for redetermination of price at Intervals ofnottess frequently than three years 
to assure that production from thia lease is not being) sold for feu than the then current fair market value. Within 120 days following the first sale of 
oil or gas produced from the leased premises, settlement shall be made by Lessee or its agent for royalties due hereunder with respect to such oil or 
gas sold off the premises, and such royalties shall be paid monthly thereafter without the necessity of Lessor executing a division or transfer order. Upon 
the Lessor's written request the Lessor shall have the right to tofce the Lessor's royalty in kind. However, the Lessor shall not be obligated or compelled 
in any mannsr or circumstances to take the royalty in kind. 

4. Where gaa from a weU producing gas only or gas hrtd condensate only is not sold or used. Lessee may pay or tender as royalty, by check 
or draft of Lessee, to the owner of such royalty on or before ninety (90) days after the date on which aaid well la completed or shut-In and annually 
thereafter the sum of { $ ) ano" H such payment is made, it will be considered that gas Is being produced within the 
meaning of paragraph two hereof. The provisions of this paragraph alone, however, shall not keep this lease In force for a period exceeding three (3) 
years from the expiration of the primary term. If, after the *xpsprtion of three years from and after th* expiration of the primary term of this Oil snd Gas 
LeaM, actual aatos of 01,9a* or c4horhydrooart tuooMtivt _ y s & more, M shaU be considered that production 
under this OX and Gas Lease has permanently ceased, and Ws Oil and Qas Lease shal Immediately terminate. In such event. Lessee shall, at the 
request of Lessor, execute and deliver to Lessor a recorded rets ass of this Oil and Gas Lease. Lessee covenants snd agrees to use such diligence to 
complete said well, and to produce, utilize, or market the gas and/or condensate from said well as a reasonably prudent operator would use under the 
same or similar circumstances. The full and timely payment bf check or draft of the stated amount in lieu of actual production is an express obligation 
under the term* of this lease agreement H Lessee should in afty year during which a well is shut-in fall to make timely and proper payment of shut-in 
royalties, this OU and Ga* Lease shall immediately terminate, arid Lessee, at the request of Lessor, shall execute and deliver to Lessor a recorded release 
of this On and Gaa Laaaa. No shut-in royalties paid shaft serv4 to reduce any proceed* du* or payable under th* terms and oondrUons of this Lease. 

5. Within 30 days of the termination of this Lease for* any reason, Lessee shall file a release hereof In the office of the County Clerk and shall 
furnish Lessor with a copy ot said recorded release. In the ev%nt a release is not timely filed. Lessee agrees to reimburse any costs incurred by the 
Lessor to include administrative, legal or otherwise to obtain said release. 

6. In the event a well or wella producing oil or gaa at paying quantities should be completed on adjacent land and within six hundred sixty 
(660) feet of or draining said land. Lessee shell drill such offset well or wells as a reasonably prudent operator would drill under the same or similar 
circumstances. 

305201.60 



7. rl ths Less** (hall commence to drill a well or commenc* reworking operations on an existing well within the primary term ol this leas* 
or any extension thereof, or on acreage pooled therewith, tN Lessee shall have the right to drill such well to completion or complete reworking operations 
with reasonable diligence and dispatch, and if oil or gas, or either of them, be found in paying quantities, this lease shall continue and be In force with 
like effect as If such well had been completed within the primary term c tnis leas*. M after th* expiration of the primary term of this lease, production 
on the ceased premises shall cease from any cause (other than a cessation contemplated in paragraph 4), this lease shall not terminate provided Lessee 
resumes or commences actual drilling or reworking of a well within sixty (60) days from the date of such cessation, snd this lease shall remain in force 
ano enact during the prosecution of such operations, snd if paying production results therefrom, then as long as such paying production continues or 
th* well or wells are capable of producing in paying quantities. 

8. bsssee, at its option, is hereby given the right and power to pool or com bin* th* acreage covered by thi* lease or any portion thereof with 
other land, lease or leases in the Immediate vicinity thereof, when in lessee's Judgment It is necessary or advisable to do so in order to properly develop 
and operate said leased premises so as to promote th* aonservation of oil, gas or other minerals in snd under and that may be produced from said 
premises, such pooling to be of tracts contiguous to one another and to be into a unit or units not exceeding 40 acres each In the event of an oil weil, 
or into a unit or units not exowdlng 640 acres each In th* event of a ga* well. L*ss*e shail *x*cut* in writing and record bt th* conveyance records 
of th* county in which th* land h*r*in laaaad la situated an ln*trum*nt Identifying and describing th* pooled acreage. Th* *ntJr* acreage so pooled 
Into a tract or unK shall be treatad, for al purpo*** ttcepHh* payment of royalties on production from the pooled unit as If k were included in this leas*. 
If production is found on lh* pooled acreage, it aha* b* tested aa U production la had from that portion of thi* leas* pooled In th* unit, whether the 
well or wells be located on th* premises covered by tM* lease or not In lieu of the royalties elsewhere herein specified, Lessor shall receive on 
production from a unit so pooled only such portion of th* loyalty stipulated herein as the amount of his acreage placed In the unit or his royalty interest 
therein on an acreage basis, bears to the total acreage sd pooled In the particular unit Involved. 

9. In the event a portion of th* leased bremiwtli* Included in any drilling and spacing unit, production unit or other unit *stiLbiished by any 
regulatory agency or govonvMntal body or by contract afterattons on or production from such unit win maintain thia oil and ga* lease In force only s* 
to the portion or portions of th* tested pram)*** und*rtyttg th* surfac* area of such unit wheth*r or not such operations are on or such production is 
from the portion of th* leased premises included In *usf unit If, at or after the end of the primary term h*r*of, thi* Oi) and Gas Lease is being 
maintained as to a portion of th* leased premises by opefation* on or production from a unit created by any regulatory agency, governmental body 
or by contract, then this OU and Gaa Lease *hali autornatfcjalty terminate as to the portion or portions of the land oovered hereby whieh do not underlie 
the surface area of such unit or units. In addition to the foregoing provisions, this Oil and Gaa Lease shall automatical ly terminate upon the expiration 
of its primary term, or extension thereof as contemplated be operations, as to ail rights below the base of the deepest producing formation which is either 
actually producing hydrocarbons or has been tested by lessee and proven to be capable of producing hydrocarbons bt paying quantities. Upon 
expiration of th* primary term of thi* ON and Gas Lease, oriextension thereof as contemplated by operations, Lessee shall execute and d*l)v*r to Ussor 
a recorded release of this OH and Gaa L*as* reletting tf#» Oil and Ga* Leas* a* to th* portion* of th* leased premises as to which this lease has 
automatically expired under the provisions of this paragraph. 

10. Lessee shall have free use of oil, gas and water from said land, except water from Lessor's wells, tanks, creek*, rivers, streams and springs, 
for all operations hereunder, provided that no surface watet or underground fresh water will be uaed for water flood or prassur* maintenance purposes. 
Les*** shall hav* th* right at any time within 180 day* alter the expiration of thia tea** to ramov* all property and fixture* placed by Leue* on said 
land, Including the right to draw and remove all casing exevpt as to water wells In which Leasee wiU, only at Lessor's request remove the casing from 
and plug and abandon such water well at Lessee's *oi* aapenee. When required by Lessor, Leasee will bury ail pipelines below ordinary plow depth, 
and no weB shall be drilled within four hundred (400) feet bf any residence or barn now on said land without Lessor's consent. Lessor shall have th* 
privilege, at its risk and expense, of using gas from any gala well on said land for stoves and Inside lights in the principal dwelling thereon, out of any 
surplus gas not needed for operations hereunder, 

11. Th* rights and *sut* of any party hereto may be aasigned In whole or in part. Ail of the covenants, obligations and considerations of 
this teas* snail *xt*nd and b* binding upon the parte* nerefo, their heirs, successors, and assign*. No change or division in th* ownership of said land, 
or of th* royalties, or other monies, or the right to receive tne same, howsoever effected, shall be binding upon the then record owner of this lease until 
thirty (30) days after such record owner has been furnished notice ol such change or division, supported by copies of the document evidencing such 
change or division. II any such change in ownership occursjby reason of the death of the owner, Leasee may, nevertheless, pay or tender such royalties, 
or other monies to the credit of the descendant in the ban* named above. Lessee shail notify Ussor of any assignment of Lessee's rights hereunder, 
stating th* nam* and current mailing address of the assign**. Such assignment will contain a clause which states that the assignee ratifies and confirms 
all of the term* and conditions contained heroin or mad* H addition hereto by a signed exhibit to the original document. 

12. Except In the ease of shut-in royalties, H Leaser owns sn interest in said land less than the entire and undivided lee simple estate therein, 
then the royalties herein provided shall be paid th* Lessor in the proportion which Lessor's interest bears to the whole undivided fee. 

13. If Lessor files a legal action to enforce any express or Implied obligation of thia leas* and receive* a favorable judgment from a court of 
competent Jurisdiction, th*n L M M * shall reimburee Lessor for all costs of such legal proceedings including reasonable attorney'* fees. 

14. Parties In Interest. Lessee represents that h»ls not an officer, director, or employee of Liberty Bank and Trust Company of Oklahoma 
City, National Association or Liberty Bank and Trust Company of Tulsa, National Association or any of their subsidiaries, nor is Lessee scting on behalf 
of any such officer, director, or employee. Lessee also represents that h* is not a cc-trustee of any trust that is a party to this agreement, nor ia lessee 
scting on the behalf of such co-trustee. 

15. This lease is made without warranty, express or Implied. Liberty Bank and Trust Company of Oklahoma City, National Association or 
Liberty Bank and Trust Company of Tulsa, National Association does not, in any capacity, guarantee any Interest contained herein. The terms snd 
conditions stipulated within this document govern; only the right* which may be owned or managed by the Bank as Trustee, co-Trustee, Agent, or 
Personal Representative. Lessee shall have the right at any time to redeem the leased premises for Lessor by payment of any mortgage, taxes, or other 
liens on the above described land, in the event of default by Lessor, and may deduct the amount of such payment from any royalties thereafter payable. 

16. Lsssor's shall hav* * lien upon the implement*, tool* and movabl* machinery or personal chattels used In operating said property, and 
also upon the unsold oil and gas obtained from the land herein leased as security for the payment ot any royalties due Lessor. 

17. This leaso shall be subject to t.il ted«ral and atete laws, executive orders, rules, or regulations, and to all orders, rules, and regulation* 
of all federal or sute officers, agencies, boards and commissipns which relate to or affect performance of the exprett or implied covenant* of thi* lease, 
and thi* leas* shall not be forfeited for failure of L M M * to cefnply with th* *xpress or implied covenants of this l*«s*. If such compliance is prevented 
by, or if such failure results from compliance with any such lute), order, law, or regulation. 

In Testimony Whereof We Sign, this jday of , -ig . 

..30520.1.60 



JOr ALEXANOLI! 
Oi 1 & Gas Proper t i ns 

P.O. Box 3001 
Midland, TX 7970? 
(915) 685 13 r> 7 
Mar-h 11, 199" 

L i ; t y Ban! o f Tul pa 
Ti i; t Energy Dept . 
P.̂ >. Box 1 
Tu^ -• , OK 74!09 

At!.' Donald ! . Hans*'', Jr. 

Re: 0 i ' and Ga' Lease • '/ei i v.. 
SW/4 S e c t i o n ' - , T o w '-ip 19 
South, Rang" Cast, A-aa Co, 
f 1 pvi Mpy. i o . 

Den » Mr. Hansen, 

Per our phone conv»i sat ion of yesterday, I am en- i ; ,?ing a heck 
fo> TT'jO .00 . This oL'-.k is to '.over you* lease a dm -; n ; st rat ' fees 
f oi 1 ?ases f; o:» the P i .vers He i i s covering t he capt i • >;> ;d 11 a> ' 

lease f erms ai a 1/4 r o y a l t y and no bonus foi 1 yea lease. 
Th" Lessee CP the leases w i l l he: 

Drum Energy OM p • 
P.O. "ox 213-' 
Midi IM;', TX 7T702 

s i yt 

leas 
or i 

S ; nee t he se are no bonus 1 eas" ^, Drum Energy wi 1 ' not be b 1 e to 
'. he Side Let te» Agreement . V/e have paid othei Mineral -/nets a 

e bonus for a lessor r o y a l t y lease in ar.cof dan - n t h t l ; . - t e rms : 
i n a l l y o r f e r e d t«*> you. 

would appreciate i t i f you could expedite the"- 1 ease? 

*: was a please- -< doing business «.•/ i t h yon i f you I. a v e ar. 
que-.-•. i :.>ns at a l l , pl'-v-p don't h e s i t a t e In c a l l mo. 

Very 1>n1v yoni". 

Joe A 1 (•}" an del 

ILLEG1BLF 



John P. Cox O i l & Gas Enterprises 
P.O. Box 10885 

Midland, Texas 79702 
Ph. 915/686-7532 

July 7, 1993 

Drum Energy Corporation 
P.O. Box 2134 
Midland, Texas 79702 

Re: Proposed 6200' Blineberry Test 
SW/4 Section 35, T20S, R38E 
Lea County, New Mexico 
Cer t i f i e d Mail P 237 050 439 
June 11, 1993 

Dear Mr. Mussett, 

In response to the referenced proposal, and as a 
follow-up to our conversation today, t h i s i s to advise that 
John P. Cox O i l & Gas Enterprises w i l l join in your proposed 
te s t under an A.A. P.L. form 610-1982 Model Form Operating 
Agreement as proposed provided said Operating Agreement 
includes the following elections and c l a r i f i c a t i o n s : 

1. Option No. 2., under A r t i c l e V I I . D. 1., s h a l l be chosen. 
I t . being our intention that our consent to d r i l l and 
test the proposed well i s not to be taken as consent to 
run pipe and complete the well u n t i l an evaluation of the 
logs and te s t information can be made in accordance with 
said option No. 2. 

2. The Non-Consent recoupment number to be inserted in 
A r t i c l e VI.2.(a), s h a l l be 100% and in A r t i c l e VI.2. 
(b). s h a l l be 300%. 

3. John P. Cox Oil & Gas Enterprises' liability shall be 
Limited to the figures shown on the submitted AFE plus 
15%, unless emergency conditions as described in Article 
VII.D.3. occur. | , t • ji ' , 

4. Lines 43 thru 46 of page -9-, A r t i c l e VII.B. s h a l l be 
deleted. 

5. A r t i c l e V I I I . F . (Preferential Right to Purchase 
Provision) s h a l l be deleted. 



>.. The enclosed notices and reports unless l a t e r modified 
i s incorporated i n t h i s joinder l e t t e r and represents 
our expectation of the r e g u l a r i t y and type of 
inform a t i o n we w i l l be provided. This also includes 
telephone numbers and who t o contact. 

As I Advised today, we w i l l forward checks i n the 
amount of $2257.00. representing our p r o p o r t i o n a l 1.5625% 
amount of the dry hole costs, per your AFE and one i n the 
amount of $117.19, f o r our p r o p o r t i o n a l p a r t of the Plugging 
Bond, w i t h i n t h i r t y days of expected commencement of 
operations. Also enclosed i s an executed AFE. 

As soon as possible I w i l l appreciate being furnished 
w i t h a copy of the T i t l e Opinion, and JOA i n c o r p o r a t i n g the 
above c l a r i f i c a t i o n s f o r signature. 

I w i l l be looking forward t o hearing from you as t o the 
expected spud date. 

Sincerely 



EXHIBIT 
TO 

JOINT OPERATING AGREEMENT 

NOTICES AND REPORTS 

In d r i l l i n g any well hereunder. Operator agrees: 

1. To conduct a l l operations in accordance with approved and accepted 
practices prevailing in tlie f i e l d where the well i s drilled. 

2. To sake adequate evaluation and tests as a prudent Operator to 
determine i f the well i s capable of producing o i l or gas froa any 
forestions encountered. 

3. To accord Non-Operators the freedom of the derrick floor and f u l l and 
free access to the well at their sole r i s k and expense. 

6. To give Xon-Operators reasonable notice in sufficient time to have a 
representative present before spudding, any testing, coring or logging 
of a prospective e l l or gas zone. Said n o t i f i c a t i o n shall be given 
by telephone to Son-Operator's office co: 

OFFICE PHON'E HOME PHONE 

John Cox 915/686-7532 915/687-1401 

David Godsey 915/685-3116 915/682-1416 

5. To advise Non-Operators before commencing operations, of the name and 
address of the geologist and/or engineer servicing the wel l . 

6. To furnish Non-Operator the following reports, data, and information: 

DOilINC THE DRILLING OF UELLS 

a. Daily on each weekday morning a telephone d r i l l i n g and completion 
r e P ° r t t 0 f a v i d G n r f R P y Q1 S / f i f l e ; - ? n 6 • * i v i n * 
the nature o l a l l worn, done and depth and formations penetrated, 
beginning wiER the date actual work i s commenced at the location 
and continuing unti l i n i t i a l daily potential has been established 
or, i f a dry dole, the well has been plugged and abandoned. 

b. Dri l l ing Time Record. 

d. Water samples and water analyses. 

e. Photoprint ol forms required by the government office or body 
that has jurisdiction in the premises. 

f. A log and history of the wel l (well record and fornation record). 

g. Field prints and f inal prints of an Induction-Electric Survey and 
of a Gamna Ray/Acoustic Log (or equivalent). 

h. Mud Log (daily and f ina l reports, i f maintained). 



1. C e r t i f i e d copy of photoprint of tlic plugging record required by 
thc government o f f i c e or body having j u r i s d i c t i o n in the 
premises, i f the test i s a dry hole. 

j . Core analyses and core reports. I f taken. 

k. Any bottomhole pressure and surface pressure reports made. 

1. Directional survey, i f run. 

m. D r i l l Stem tests, i f caken. 

n. Cas/oil r a t i o t e s t s . 

0. One copy of open flow pocential and shut-in ccsts, i f gas w e l l , 

p. Cas analyses. 

The following information s h a l l be senc to Non-Oporators ac the 
following address and i n che number of copies specified: 

John P. Cox O i l & Gas Enterprises 
P.O. Box 10885 
Midland, Texas 79702 
Ph. 916/686-7532 Home 915/687-1401 

COPIES 

1 Government forms, pennies and 
Correspondence 

2 Field Prints of logs and survey 
(IES or equivalent, GR/Acoustic 
or equivalent) 

2 Final p r i n t logs 

2 Mud log ( d a i l y and f i n a l p r i n t s , 

i f maintained) 

1 D r i l l Stem Test reports, i f run 

1 Core analyses, i f taken 

1 Any boctom hole pressure and surface 
pressure reports 

1 Cas and water analyses 



AUTHORITY FOR EXPENDITURE 
D R U U ENERGY CORP. 

HOUSE PROSPECT 
FRANCIS EVELYN #1 

INTANGIBLE PRODUCER DRY HOLE 

Abstract/Title opinion $ 6,000 
Survey/Location/Damages 5,000 
Drilling footage® $11 00 68,200 

Rotary day work: 2 days® $4200 8,400 
Pulling unit: 4 days @ $1200 4,800 
Drilling fluid &trucking 8,000 
Drilling mud and chemicals 4,000 
Surface csg. cement & hardware 4,000 
Production csg. cement & DV tool 22,900 
Pit lining 750 
Mud logging 1,000 
Oper. hcle logging 5,600 
Perforating 1,200 
Acidizing 2,200 
Frac 25,000 
Engineering/Supervision 4,500 
Rental equipment 2,500 
Trucking and forklift 4,000 
Labor: surface installations 2,500 
Overhead 1,500 
Plugging (cement, dry hole marker, site restoration) • 
Contingencies: 10% 17,600 
TOTAL INTANGIBLE $ 193,650 

TANGIBLE 

6,000 
5,000 

68,200 
8,400 

8,000 
4,000 
4,000 

750 
1,000 
5,600 

3,600 
1,500 
2,500 

1,200 
4,000 

11,800 
$ 129,550 

Surface csg.: 1600 feet 8 5/8 @ $8.00 
Production csg.: 6200 feet 5 1/2 @ $3.75 
Tubing: 6200 feet 2 7/8 @ $2.25 
Rods: 6200 feet @ .90 
Downhole pump 
Wellhead 
Flowlines and connections 
Tankage: (2) 300 steel, (1) 500fiberglass 
Pumping unit and base 
Motor and controls 
Heater treater 
Electrification 
Contmgincies: 10% 
TOTAL TANGIBLE 

12,800 
23,250 
13,950 

5,580 
1,200 
1,750 
2,000 
8,000 

15,000 
2,500 
2,500 
3,500 
9,200 

$ 101,230 

12,800 

750 

1,350 
$ 14,900 

Cash plugging bond: 

TOTAL 

YOUR SHARE: 0.015625 Wl 

7,500 

$ 302,380 

$ 4,725 

$ 144,450 

$ 2,257 

It Ls recognized and understood that the amounts Herein are estimates only and thai appoval of this authorization shall 
extend to the actual costs incurred in the conduct ofthe opera tion specified whether more or less thnt set out herein. 

APPROVED BY WORKING INTEREST OWNER: 
John P. Cox 

Date 

DRUM ENERGY CORP. 

By: 
Date" 
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A.A.P.L FORM 610 MODEL FORM OPERATING AGREEMENT - 1982 

ARTICLE V. 

OPERATOR 

A. Designttton and Responsibilities of Operator: 

TXO Production Corp. _sha8 be the 
Operator ot m* Contract Area, and shaU conduct and direct and have full control of all operauom on ihr Contract Area as permitted and 
required by. and within ihr h nuts of this •greemi-ni tt shall conduct all such operations in a good an J workmanlike manner, DM it shall 
have no babilty is Operator to the other parties tor losses sustained or habibties incurred, ener pi such as may result from gross 
negligence or willful misconduct. 

B. Kesignajtion or Removal of Operator and Selection of Successor: 

1. Resiaytion or Removal oi Operator: Operator may resign at any time by giving written notice thereof to Non-Operators, 
if Operator wimr'es iu If-cal exiuence.no long a owns an interest hereunder in ihe Contract Area, or is no longer capable of serving as 
Operator, Operator shall be dtvmed to hare resigned without any anion by Non Operators, except ihe selection cl a successor. Operator 
may be removed if k fails or refuses to carry out its duties hereunder, or becomes insolvent, bankrupt or is placed in leceivetsftip, by the 
affirmative vtrte of two (?) or more NonOpvraiof * owning a majority interest based on ownership as shown on Eadubit " A " remaining 
after excluding the voting inter est of Operalor. SIR h resignation or removal shall not become effective until 7:00 o'clock A M . on the 
fust day of uWcalendar month following the expiration of ninety (90) days after die giving of notice of resignation by Operator or action 
by the Non •Operators to remove Operator, unless a successor Operator has been selected and assumes the duties ol Operator at an earlier 
date. Operator, after effective date ol resignation or removal, shal be bound by the terms hereof as a Non Operator. A change ot a cor
porate name ot structure oi Operator or transfer of Oper j tor's interest to any single subsidiary, parent or successor corporation shall not 
be the basis lar removal of Operator. 

2. SeVcfion of Successor Operator: Upon the resignation or removal of Operator, a successor Operator shal be selected by 
the pit ties. TW successor Operator shall be selected from the parties owning an interest in the Contract Area at the time such successor 
Operator nsrsntrd- The Mittcvvir Operator shall-fe~«*-levied by the affirmative vote ol lwo(2)ur mui e par ties owning a majority imn tat 
fecscdon cwmjrship as shown on Exhibit "A";prt>viJ,.J. however, if an Opviatut which has been removed fails to votror votes only to 
succeed itsetf. the successor Operator shaU be selected by the affirmative vote of two (2)or more parties owning a majority interest based 
on ownership as shown on Exhibit **A" remaining after excluding the voting interest of the Operator that * 

C- Employees* 

red. » 

The number of employees used by Operator in conducting operations hereunder, their selection, and the hours ol labor and the 
compensation for service* performed shall he determined by Operator, and all such employees shall be the employees of Operator. 

D. Drilling Contracts: 

AD weffcdrilled on the Contract Area shall be drilled on a competitive contract basis at the usual rates prevailing m the area. If it so 
desires. Operator may employ its own tools and equipment in the drittmg of wells, but its charges therefor shall not exceed the prevailing 

land i wd Mf»m by 4h« pai • W f j r . Jrillir ed. and rates in the are 
such work shaU be performed by Operator under the same terms and conditions as are customary and usual in the area in contracts of in
dependent contractors who are doing work of a similar nature. 

ARTICLE V I . 

DRHLING AND DEVELOPMENT 

have t h e o p t i o n b u t n o t 
. the o b l i g a t i o n t o 

. . 19_§§. . Operator shalr commence trie drifting ol a weU for 

A. Ini t ial Wel l : 

On or Nfore the I s t day of September 
oil ind g a m the knowing location: 

165 ' FWL & 1980* FSL S e c t i o n 7 4 , B l o c k 5, H&GN RR Co. Su rvey , Carza 
C o u n t y , Texas 

and shall ihttralirr connm,. ihe drilling of the »iih due diligence io 7900* o r a dep th s u f f i c i e n t 

t o t e s t the E l l e n b e r g e r f o r m a t i o n , w h i c h e v e r i s the l e s s e r 

unless eranier ot othrt (•'•»' null? imprnrlijl>lc substance or condition in ihr hole, which renders lurihrf 
countered at a lesser d. pih <ir unless all nanus apee lo complete or atunilon lh* weB Jl a lesser dfplh. 

Operant shall makr reasonable i n n ol all lorrnatiom rncounirrcd Junnc drilling which give indkaaon oi 
gai in quantises SUIIKH-MI III tesl. unless ihis â m-menl shall hr bmilcd in its appiicalion lo a specilic lor mat ion Or 
cseni Operator shall U required lo tea only thi formation or formations in which this agreement may apphr. 

oil and 
in which 

4 -



P.O. Box 2134 
Midland, Texas 79702 

915/684-9081 
Fax 915/683-3520 

June 11 , 1993 

John P. Cox 
P.O. Box 10885 
Midland, TX 79702 

R e : SW/4 S e c t i o n 35 , T19S-R38E, Lea 
County, NM 

Dear Mr. cox, 

Records indicate that you own a 1.5625% mineral leasehold interest (2.5 net 
acres) under the above captioned property. Drum Energy Corporation intends to 
d r i l l a well on this acreage to t e s t the Blinebry Formation as soon as 
practicable. I f you would like to participate in this project to the extent of 
your leasehold ownership we require execution of the enclosed Authority for 
Expenditure and a deposit of your share of estimated completed well costs at 
this time. 

Operations w i l l be conducted by Drum Energy Corporation under the A.A.P.L. 
Form 610-1982 Model Form Operating Agreement with COPAS-1984 Accounting 
Procedure. Drilling overhead to be $300 0 per month; workover and producing 
overhead to be $300 per month per well. There w i l l be no gas balancing 
agreement; operator w i l l contract gas sales for the working interest owners. 
Working interest owners w i l l pay in their proportionate share of $7500 cash 
plugging bond on each well. This amount i s refundable when plugging occurs and 
wi l l bear interest to be credited to the working interest owners. 

I f i t i s your desire not to participate, we offer to purchase your interest 
for $100 per net mineral acre and your delivery of a 7 5% net revenue interest 
assignment. Please indicate this preference by checking the space below and 
signing and returning a copy of this letter. 

A stamped return envelope has been enclosed for your convenience. Thank you. 

Yours truly, 
DRUM ENERGY CORPORATION 

David R. Mussett, President 

I wish t o s e l l . 

DRUM ENERGY 
C O R P O R A T I O N 

By: Date: 



AUTHORITY FOR EXPENDITURE 

DRUM ENERGY CORP. 

HOUSE PROSPECT 

FRANCIS EVELYN #1 

INTANGIBLE PRODUCER DRY HOLE 

Abstract/Title opinion $ 6,000 
Survey/Location/Damages 5,000 
Drilling footage @ $11.00 68,200 

Rotary day work: 2 days @ $4200 8,400 
Pulling unit: 4 d a y s ® $1200 4,800 
Drilling fluid Strucking 8,000 
DriRing mud and chemicals 4,000 
Surface csg. cement & hardware 4,000 
Production csg. cement & DV tool 22,900 
Pit lining 750 
Mud logging 1,000 
Open hole logging 5,600 
Perforating 1,200 
Acidizing 2,200 
Frac 25,000 
Engineering/Supervision 4,500 
Rental equipment 2,500 
Trucking and forklift 4,000 
Labor surface installations 2,500 
Overhead 1,500 
Plugging (cement, dry hole marker, site restoration) 
Contingencies: 10% 17,600 
TOTAL INTANGIBLE $ 193,650 

TANGIBLE 

$ 6,000 
5,000 

68.200 
8,400 

8,000 
4,000 
4,000 

750 
1,000 
5,600 

3,600 
1,500 
2,500 

1,200 
4,000 

11.600 
$ 129,550 

Surface csg.: 1600 feet 8 5/8 @ $8.00 
Production csg.: 6200feet 5 1/2 @ $3.75 
Tubing: 6200 feet 2 7/8 @ $2.25 
Rods: 6200 feet @ . 90 
Downhole pump 
Wellhead 
Flowlines and connections 
Tankage: (2) 300 steel, (1) 500 fiberglass 
Pumping unit and base 
Motor and controls 
Heater treater 
Electrification 
Contingincies: 10% 
TOTAL TANGIBLE 

12,800 
23,250 
13,950 

5,580 
1,200 
1,750 
2,000 
8,000 

15,000 
2,500 
2,500 
3,500 
9,200 

$ 101,230 

12,800 

750 

1.350 
$ 14.900 

Cash plugging bond: 

TOTAL 

YOUR SHARE: 0.015625 Wl 

7,500 

$ 302,380 

$ 4,725 

$ 144,450 

$ 2,257 

It is recognized and understood thai the amounts herein are estimates only and that appoval of this authorization shall 
extend to the actual costs incurred in the conduct of the operation specified whether more or less that set out herein. 

APPROVED BY WORKING INTEREST OWNER: 
John P. Cox DRUM ENERGY CORP. 

Date Date 
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Joe Alexander Oil & Gas Properties 
P.O. Box 3081 

Midland, TX 79702 
(915)685-1357 

July 13, 1993 

Mr. Max W. Coll, I I 
Rt#9, F3ox72F 
Santa Fe, NM 87505 

Dear Mr. Coll: 

Enclosed please find an Oil & Gas Lease, covering SW/4 Section 35, T-19S R-38E, Lea Co., NM, and a 
draft in the amount of $250.00. This is the lease that you negotiated with David Mussett of DRUM 
Energy. 

Please sign the lease before a Notary Public. Make sure the Notary Public completes the acknowledgment, 
located on the last page of the lease, including his/her signature, seal and the date his/her commission 
expires. Take the executed lease and collection draft to your bank for forwarding here to Midland. 

You requested that the lease be made out to you as your "Sole and Separate Property". We have styled the 
lease accordingly. However, our title opinion shows Martha M. Coll as a community owner. Please 
provide the documentation necessary to prove that this is Sole and Separate Property. It will be required 
before we can pay the draft. 

If you have any questions, or I can be of any further service, please don't hesitate to call me. 

Sincerely, 

Joe Alexander 



OIL AND GAS LEASE 
(Paid Up) 

THIS AGREEMENT made and entered into this 12th day of July, 1993, by and between Max W. Coll, II 
dealing herein with his sole and separate property, Rt. 9 Box 72F, Santa Fe, NM 87505, hereinafter called 
"Lessor", whether one or more, and DRUM Energy Corporation, P.O. Box 2134, Midland, TX 79702, 
hereinafter called "Lessee". 

1. Lessor, in consideration of the sum of Ten Dollars and other good and valuable consideration 
($10.00 OGVC), in hand paid, the receipt of which is hereby acknowledged, and of the royalties herein 
provided and the agreements of Lessee herein contained, hereby grants, leases and lets exclusively unto 
Lessee for the purpose of investigating, exploring, prospecting drilling and operating for and producing oil 
and gas, injecting gas, waters, other fluids, and air into subsurface strata, laying pipe lines, storing oil, 
building tanks, roadways, telephone lines and other structures and things thereon to produce, save, take 
care of, treat, process, store and transport oil, as and other hydrocarbons, that may be produced from 
the following described land in Lea County, New Mexico, to-wit: 

Township 19 South, Range 38 East NMPM 
Section 35: SW/4 

2. Without reference to the commencement, prosecution or cessation at any time of drilling or other 
development operations, or to the discovery, development or cessation at any time of production of oil, gas 
or other hydrocarbons, and notwithstanding anything else herein contained to the contrary, this lease 
shall be for a term of one (1) year from the date hereof, hereinafter called "primary term", and as long 
thereafter as oil, gas or other hydrocarbons are produced from said land or land with which said land is 
pooled hereunder. 

3. The royalties to be paid by Lessee are: (a) on oil, and other liquid hydrocarbons saved at the well, 
one-fourth (1/4) of that produced and saved from said land, same to be delivered at the wells or to the credit 
of Lessor in the pipelines to which the wells may be connected; Lessor's interest in either case shall bear 
its proportion of any expenses for treating oil to make it marketable as crude; (b) on gas, including casinghead 
gas and all gaseous substances, produced from said land and sold or used off the premises or in the 
manufacture of gasoline or other products therefrom, the market value at the mouth of the well of one-
fourth (1/4) of the gas so sold or used, provided that on gas sold at the wells the royalty shall 
be one-fourth (1/4) of the amount realized from such sale; (c) at any time, and from time to time, either at 
or after the expiration of the primary term of this lease, if there is a gas well or wells on said land (and for the 
purposes of this clause (c) the term "gas well" shall include wells capable of producing natural gas, 
condensate, distillate, or any gaseous substance and wells classified as gas wells by any governmental 
authority) and such well or wells are or have been shut-in before or after production therefrom, it shall be 
deemed that said well or wells are producing gas within the meaning of paragraph 2 of this lease and this 
lease shall not terminate. In such event, Lessee covenants and agrees to pay as royalty, shut-in gas 
royalty in the amount of one dollar ($1.00) per mineral acre per annum as long as such well or wells are 
shut-in and this lease is not maintained in force or effect by other provisions hereof. Such shut-in royalty 
shall be made by check or draft of Lessee mailed or delivered to the parties entitled thereto. In the event 
Lessee is obligated to pay the shut-in royalty above indicated, the first payment of such shut-in royalty shall be 
due and payable on or before ninety (90) days following the date on which the well is shut-in, or if shut-in 
during the primary term then on or before ninety (90) days following the expiration of the primary term, and 
subsequent payments, if required under the terms of this paragraph, shall be due and payable annually on or 
before the anniversary of the date of the original payment. It is specifically provided that this is a paid-up 
lease during the term set out above as "primary term" and there shall be no obligation or liability on the 
Lessee to make any shut-in royalty payment or other payment during said primary term, and without any 
such payment this lease shall remain in full force and effect during said primary term. The obligation to 
pay the shut-in royalty provided for above, shall be a covenant running with the land and, under no 
conditions, shall the failure to comply with such obligation serve or be used to terminate this lease or to 
work any forfeiture. 

4. Lessee is hereby granted the right and power, from time to time to pool or combine this lease, the 
land covered by it or any part or horizon thereof with any other land, lease, leases, mineral estates or parts 
thereof for the production of oil or gas. Units pooled hereunder shall not exceed the standard proration unit 
fixed by law or by the New Mexico Oil Conservation Commission or by other lawful authority for the pool or 
area in which said land is situated, plus a tolerance of 10%. Lessee shall file writ ten unit designations in the 
county in which the premises are located and such units may be designated from time to time and either 
before or after the completion of wells. Drilling operations on or production from any part of any 
such unit shall be contained for all purposes, except the payment of royalty, as operations conducted 
upon or production from the land described in this lease. There shall be allocated to the land covered by 
this lease included in any such unit that portion of the total production of pooled minerals from wells in 
the unit, after deducting any used in lease or unit operations, which the number of surface acres in the 
land covered by this lease included in the unit bears to the total number of surface acres in the unit. The 
production so allocated shall be considered for all purposes, including the payment or delivery of royalty, 
to be the entire production of pooled minerals from the portion of said land covered hereby and included in 



said unit in the same manner as though produced from said land under the terms of this lease. Any pooled 
unit designated by lessee, as provided herein, may be dissolved by Lessee by recording an appropriate 
instrument in the County where the land is situated at any time after the completion of a dry hole or the 
:.(;Ssation of Production on said unit. 

5. If, at the expiration of the primary term of this lease, oil, gas or other hydrocarbons are not 
being produced from the lease premises, but Lessee is then engaged in drilling or reworking 
operations thereon, or shall have completed a dry hole thereon within 60 days prior to the end of the primary 
term, thus lease shall remain in force so long as drilling or reworking operations are prosecuted (whether on 
the same or different wells) with no cessation of more than sixty (60) consecutive days, and if they result in 
production, so long thereafter as oil, gas or other hydrocarbons are produced from said land. If production 
of oil, gas or other hydrocarbons on said land should cease from any cause after the primary term, 
this lease nevertheless shall continue in force and effect as long as additional drilling operations or 
reworking operations are conducted on this lease, which additional operations shall be deemed to be had 
when not more than sixty (60) days elapse between the abandonment of operations on one well and the 
commencement of operations on another well, and if production is obtained this lease shall continue as long 
thereafter as oil, gas or other hydrocarbons are produced from said land, and as long thereafter as additional 
operations, either drilling or reworking, are had thereon. In the event a well or wells producing oil or gas in 
paying quantities should be brought in on adjacent land and within 660 feet of and draining the leased 
promises. Lessee agrees to drill such offset well as a reasonably prudent operator would drill under the same 
or similar circumstances. The judgment of the Lessee, when not fraudulently exercised, in carrying out 
the purpose of this lease shall be conclusive. 

6. Lessee shall have free use of oil, gas and water from said land, except water from Lessor's wells 
and tanks, for all operations hereunder, including, but not limited to, repressuring, pressure 
maintenance, cycling, and secondary recovery operations, and the royalty on oil and gas shall be 
computed after deducting any so used. Lessee shall have the right at any time during or after the expiration of 
this lease to remove all property and fixtures placed by Lessee on said land, including the right to draw and 
remove all casing. No well shall be drilled within two hundred (200) feet of any residence or barn now on 
said land without Lessor's consent. 

7. The rights of either party hereunder may be assigned in whole or in part and the provisions hereof 
shall extend to the heirs, executors, administrators, successors and assigns of the parties hereto, but no 
change or division in ownership of the land or royalties, however accomplished, shall operate to enlarge 
the obligations or diminish the rights of Lessee or impair the effectiveness of any payment heretofore made 
by Lessee. No such change or division to the ownership of the land or royalties shall impair the 
effectiveness of any payment theretofore made by Lessee or be binding upon Lessee for any purpose (and 
irrespective of whether Lessee has either actual or constructive knowledge thereof) until 60 days after 
such person acquiring any interest has furnished Lessee with the instrument, or instruments, or certified 
copies thereof, constituting his chain of title from the original Lessor. 

8. Lessee shall not be liable for delays or defaults in its performance of any agreement or 
covenant hereunder due to force majure. The term "force majure" as employed herein shall mean: any act of 
God including but not limited to storms, floods, washouts, landslides and lightning; acts of the public 
enemy; wars, blockades, insurrection or riots; strikes or lockouts; epidemics or quarantine regulations; laws, 
acts, orders or requests of federal, state, municipal or other governments or other governmental officers 
or agents under color of authority; freight embargoes or failures; exhaustion or unavailability or delays in 
delivery of any product labor, service or material. If Lessee is required, ordered or directed by any 
federal, state or municipal law, executive order, rule, regulation or request enacted or promulgated under 
color of authority to cease drilling operations, reworking operations or producing operations on the land 
covered by this lease or if Lessee by force majure is prevented from conducting drilling operations, 
reworking operations, or producing operations, then until such time as such law, order, rule, regulation, 
request or force majure is terminated, and for a period of ninety (90) days after such termination each and 
every provision of this lease that might operate to terminate it, or the estate conveyed by it, shall be 
suspended and inoperative and this lease shall continue in full force. If any period of suspension occurs during 
the primary term, the time thereof shall be added to such term. 

9. Lessor hereby warrants and agrees to defend the title to said land and agrees that Lessee, at its 
option, may discharge any tax, mortgage, other lien upon said land and in the event Lessee does so, it shall 
be subrogated to such lien with the right to enforce the same and apply royalties accruing hereunder toward 
satisfying same. Without impairment of Lessee's right under the warranty in the event of failure of title in 
whole or in part, it is agreed that if Lessor does not own, or have the right to lease, the entire mineral estate 
herein purported to be leased in the land above described, then the royalties and any other sums payable 
hereunder shall be reduced proportionately. Should any party named above as Lessor fail to execute this 
lease, or should any party execute the lease who is not named as a Lessor, it shall nevertheless be binding 
upon the party or parties executing the same. 

10. Lessee, its successors and assigns, shall have the right at any time to surrender this lease, in whole 
or in part, to Lessor, or his heirs and assigns by delivering or mailing a release thereof to the lessor, or by 
placing a release thereof of record in the county in which said land is situated; thereupon Lessee shall be 
relieved from all obligations, expressed or implied, of this agreement as to the acreage so surrendered. 



IN WITNESS WHEREOF, this instrument is executed the day and year first above written. 

Max W. Coll, II 
SSN: 

ACKNOWLEDGMENT 

ST A i E OF New Mexico 
COUNTY OF 

The foregoing instrument was acknowledged before me this day of 1993, by Max 
W. Coll II, in the capacities stated therein. 

NOTARY PUBLIC 

My commission expires: 

STATE OF 

COUNTY OF 

The foregoing instrument was acknowledged before me this day of 1993, by 
, in the capacities stated therein. 

My commission expires: 

NOTARY PUBLIC 



• r>- -^ . - - r£> 

.iii 

life 

ESjl, 

" A l * * ~ V I 1 

r i ' ! 

— 3} * <t r 

liSsisi: 

H i - ' 

flit 

Utrj 

V-1 

CNI 

- f i? i l i :^(s) i r~; i i i ; 

• r t\a^il|=;.ilMrir=-" 

J iWI i lE i - l i ^ i lJ^ i lJe; 

— V ' - ' H 0 - —3' . — i l i -*•* >;! 
SPSfc*1 ~ 5 i > — i d i i ^ r j t i ! : 

CN.. 

r c 
•' CJ 
- bC 

5 _ 

- c 
;• cc 
" X 

QJ 
! !—i 

:.<; 

•• o 
~>- i 

£ • > , : T 5 i c * 6-%— . !co-.'« . . 

Jit 

-trj 

rrtcc -an 

~'lf»"=TiS1'::-:-: '— '1! i'±r."i f i ' ~ ' 

ETC - O = p.' 

S "a: 



Joe Alexander Oil & Gas Properties 
P.O. Box 3081 

Midland, TX 79702 
(915) 685-1357 

July 13, 19'); 

Mr. Jon F. Coll 
P.O. Box 1S1S 
Roswell, NM SS201 

Dear Mr. Coll. 

Enclosed please find an Oil & Gas Lease , covering SW/4 Section 35, T-19S R-38E, Lea Co., NM, and a 
draft in the amount of $250 00. This is the lease that you negotiated with David Mussett of DRUM 
Energy 

Please sign the lease before a Notary Public Make sure the Notary Public completes the acknowledgment, 
located on the last page of the lease, including his/her signature, seal and the date his/her commission 
expires Take the executed lease and collection draft to your bank for forwarding here to Midland. 

You requested that the lease be made out to you as your "Sole and Separate Property". We have styled the 
lease accordingly. However, our title opinion shows Mary R. Coll as a community owner. Please provide 
the documentation necessary to prove that this is Sole and Separate Property. It will be required before we 
can pay the draft. 

If you have any questions, or I can be of any further service, please don't hesitate to call me 

Sincerely, 

Joe Alexande 



OIL AND GAS LEASE 
(Paid Up) 

THIS AGREEMENT made and entered into this 12th day of July, 1993, by and between Jon F. Coll, 
dealing herein with his sole and separate property, P.O. Box 1818, Roswell, NM 8 8 2 0 1 , hereinafter called 
"Lessor", whether one or more, and DRUM Energy Corporation, P.O. Box 2134, Midland, TX 79702, 
hereinafter called "Lessee". 

1. Lessor, in consideration of the sum of Ten Dollars and other good and valuable consideration 
($10.00 OGVC), in hand paid, the receipt of which is hereby acknowledged, and of the royalties herein 
provided and the agreements of Lessee herein contained, hereby grants, leases and lets exclusively unto 
Lessee for the purpose of investigating, exploring, prospecting drilling and operating for and producing oil 
and gas, injecting gas, waters, other fluids, and air into subsurface strata, laying pipe lines, storing oil, 
building tanks, roadways, telephone lines and other structures and things thereon to produce, save, take 
care of, treat, process, store and transport oil, as and other hydrocarbons, that may be produced from 
the following described land in Lea County, New Mexico, to-wit: 

Township 19 South, Range 38 East NMPM 
Section 35: SW/4 

2. Without reference to the commencement, prosecution or cessation at any time of drilling or other 
development operations, or to the discovery, development or cessation at any time of production of oil, gas 
or other hydrocarbons, and notwithstanding anything else herein contained to the contrary, this lease 
shall be for a term of one (1) year from the date hereof, hereinafter called "primary term", and as long 
thereafter as oil, gas or other hydrocarbons are produced from said land or land with which said land is 
pooled hereunder. 

3. The royalties to be paid by Lessee are: (a) on oil, and other liquid hydrocarbons saved at the well, 
one-fourth (1/4) of that produced and saved from said land, same to be delivered at the wells or to the credit 
of I essor in the pipelines to which the wells may be connected; Lessor's interest in either case shall bear 
its psoportion of any expenses for treating oil to make tt marketable as crude; (b) on gas, including casinghead 
gas and all gaseous substances, produced from said land and sold or used off the premises or in the 
manufacture of gasoline or other products therefrom, the market value at the mouth of the well of one-
fourth (1/4) of the gas so sold or used, provided that on gas sold at the wells the royalty shall 
be one-fourth (1/4) of the amount realized from such sale; (c) at any time, and from time to time, either at 
or after the expiration of the primary term of this lease, if there is a gas well or wells on said land (and for the 
purposes of this clause (c) the term "gas well" shall include wells capable of producing natural gas, 
condensate, distillate, or any gaseous substance and wells classified as gas wells by any governmental 
authority) and such well or wells are or have been shut-in before or after production therefrom, it shall be 
deemed that said well or wells are producing gas within the meaning of paragraph 2 of this lease and this 
lease shall not terminate. In such event, Lessee covenants and agrees to pay as royalty, shut-in gas 
(oya !ty in the amount of one dollar ($1.00) per mineral acre per annum as long as such well or wells are 
shut-in and this lease is not maintained in force or effect by other provisions hereof. Such shut-in royalty 
shall be made by check or draft of Lessee mailed or delivered to the parties entitled thereto. In the event 
Lessee is obligated to pay the shut-in royalty above indicated, the first payment of such shut-in royalty shall be 
due and payable on or before ninety (90) days following the date on which the well is shut-in, or if shut-in 
during the primary term then on or before ninety (90) days following the expiration of the primary term, and 
subsequent payments, if required under the terms of this paragraph, shall be due and payable annually on or 
before the anniversary of the date of the original payment. It is specifically provided that this is a paid-up 
lease during the term set out above as "primary term" and there shall be no obligation or liability on the 
Lessee to make any shut-in royalty payment or other payment during said primary term, and without any 
such payment this lease shall remain in full force and effect during said primary term. The obligation to 
pay the shut-in royalty provided for above, shall be a covenant running with the land and, under no 
conditions, shall the failure to comply with such obligation serve or be used to terminate this lease or to 
work any forfeiture. 

4. Lessee is hereby granted the right and power, from time to time to pool or combine this lease, the 
land covered by it or any part or horizon thereof with any other land, lease, leases, mineral estates or parts 
thereof for the production of oil or gas. Units pooled hereunder shall not exceed the standard proration unit 
fixed by law or by the New Mexico Oil Conservation Commission or by other lawful authority for the pool or 
area in which said land is situated, plus a tolerance of 10%. Lessee shall file written unit designations in the 
county in which the premises are located and such units may be designated from time to time and either 
before or after the completion of wells. Drilling operations on or production from any part of any 
such unit shall be contained for all purposes, except the payment of royalty, as operations conducted 
upr.n or production from tho land described in this lease. There shall be allocated to the land covered by 
this lease included in any such unit that portion of the total production of pooled minerals Irom wells in 
the unit, after deducting any used in lease or unit operations, which the number of surface acres in the 
land covered by this lease included in the unit bears to the total number of surface acres in the unit. The 
production so allocated shall be considered for all purposes, including the payment or delivery of royalty, 
' r- be the entire production of pooled minerals from the portion of said land covered hereby and included in 



said unit in the same manner as though produced from said land under the terms of this lease. Any pooled 
unit designated by lessee, as provided herein, may be dissolved by Lessee by recording an appropriate 
instrument in the County where the land is situated at any time after the completion of a dry hole or the 
cessation of Production on said unit. 

5. If, at the expiration of the primary term of this lease, oil, gas or other hydrocarbons are not 
being produced from the lease premises, but Lessee is then engaged in drilling or reworking 
operations thereon, or shall have completed a dry hole thereon within 60 days prior to the end of the primary 
term, this lease shall remain in force so long as drilling or reworking operations are prosecuted (whether on 
the same or different wells) with no cessation of more than sixty (60) consecutive days, and if they result in 
production, so long thereafter as oil, gas or other hydrocarbons are produced from said land. If production 
of oil, gas or other hydrocarbons on said land should cease from any cause after the primary term, 
this lease nevertheless shall continue in force and effect as long as additional drilling operations or 
reworking operations are conducted on this lease, which additional operations shall be deemed to be had 
when not more than sixty (60) days elapse between the abandonment of operations on one well and the 
commencement of operations on another well, and if production is obtained this lease shall continue as long 
thereafter as oil, gas or other hydrocarbons are produced from said land, and as long thereafter as additional 
operations, either drilling or reworking, are had thereon. In the event a well or wells producing oil or gas in 
paying quantities should be brought in on adjacent land and within 660 feet of and draining the leased 
premises. Lessee agrees to drill such offset well as a reasonably prudent operator would drill under the same 
or similar circumstances. The judgment of the Lessee, when not fraudulently exercised, in carrying out 
the purpose of this lease shall be conclusive. 

6. Lessee shall have free use of oil, gas and water from said land, except water from Lessor's wells 
and tanks, for all operations hereunder, including, but not limited to, repressuring, pressure 
maintenance, cycling, and secondary recovery operations, and the royalty on oil and gas shall be 
computed after deducting any so used. Lessee shall have the right at any time during or after the expiration of 
this lease to remove all property and fixtures placed by Lessee on said land, including the right to draw and 
remove ali casing. No well shall be drilled within two hundred (200) feet of any residence or barn now on 
said land without Lessor's consent. 

7. The rights of either party hereunder may be assigned in whole or in part and the provisions hereof 
shall extend to the heirs, executors, administrators, successors and assigns of the parties hereto, but no 
change or division in ownership of the land or royalties, however accomplished, shall operate to enlarge 
the obligations or diminish the rights of Lessee or impair the effectiveness of any payment heretofore mark! 
by Lessee. No such change or division to the ownership of the land or royalties shall impair the 
effectiveness of any payment theretofore made by Lessee or be binding upon Lessee for any purpose (and 
irrespective of whether Lessee has either actual or constructive knowledge thereof) until 60 days after 
such person acquiring any interest has furnished Lessee with the instrument, or instruments, or certified 

• • thr.ronf. const'tntinn his chain of title from the original Lessor. 

8. Lessee shall not be liable for delays or defaults in its performance of any agreement or 
covenant hereunder due to force majure. The term "force majure" as employed herein shall mean: any act of 
God including but not limited to storms, floods, washouts, landslides and lightning; acts of the public 
enemy; wars, blockades, insurrection or riots; strikes or lockouts; epidemics or quarantine regulations; laws, 
acts, orders or requests of federal, state, municipal or other governments or other governmental officers 
or agents under color of authority; freight embargoes or failures; exhaustion or unavailability or delays in 
delivery of any product labor, service or material. If Lessee is required, ordered or directed by any 
federal, state or municipal law, executive order, rule, regulation or request enacted or promulgated under 
color of authority to cease drilling operations, reworking operations or producing operations on the land 
covered by this lease or if Lessee by force majure is prevented from conducting drilling operations, 
reworking operations, or producing operations, then until such time as such law, order, rule, regulation, 
request or force majure is terminated, and for a period of ninety (90) days after such termination each and 
every provision of this lease that might operate to terminate it, or the estate conveyed by it, shall be 
suspended and inoperative and this lease shall continue in full force. If any period of suspension occurs during 
the primary term, the time thereof shall be added to such term. 

9. Lessor hereby warrants and agrees to defend the title to said land and agrees that Lessee, at its 
option, may discharge any tax, mortgage, other lien upon said land and in the event Lessee does so, it shall 
be subrogated to such lien with the right to enforce the same and apply royalties accruing hereunder toward 
satisfying same. Without impairment of Lessee's right under the warranty in the event of failure of title in 
whole or in part, it is agreed that if Lessor does not own, or have the right to lease, the entire mineral estate 
herein purported to be leased in the land above described, then the royalties and any other sums payable 
hereunder shall be reduced proportionately. Should any party named above as Lessor fail to execute this 
lease, or should any party execute the lease who is not named as a Lessor, it shall nevertheless be binding 
upon the party or parties executing the same. 

10. Lessee, its successors and assigns, shall have the right at any time to surrender this lease, in whole 
or in part, to Lessor, or his heirs and assigns by delivering or mailing a release thereof to the lessor, or by 
placing a release thereof of record in the county in which said land is situated; thereupon Lessee shall be 
relieved from all obligations, expressed or implied, of this agreement as to the acreage so surrendered. 



IN WITNESS WHEREOF, this instrument is executed the day and year first above writ ten. 

Jon F. Coll 
SSN: 

ACKNOWLEDGMENT 

STATE OF New Mexico 
COUNTY OF 

The foregoing instrument was acknowledged before me this day of 1993, by Jon 
F. Coll, in the capacities stated therein. 

NOTARY PUBLIC 

My commission expires: 

STATE OF 

COUNTY OF 

The foregoing instrument was acknowledged before me this day of 1993, by 
, in the capacities stated therein. 

My commission expires: 

NOTARY PUBLIC 



Joe Alexander Oil & Gas Properties 
P.O. Box 3081 

Midland, TX 79702 
(915) 685-1357 

July 13, 1993 

Mr. Charles H. Coll 
P.O. Box 1818 
Roswell, NM 88201 

Dear Mr. Coll: 

Enclosed please find an Oil & Gas Lease , covering SW/4 Section 35, T-19S R-38E, Lea Co., NM, and a 
draft in the amount of $250.00 This is the lease that you negotiated with David Mussett of DRUM 
Energy. 

Please sign the lease before a Notary Public. Make sure the Notary Public completes the acknowledgment, 
located on the last page of the lease, including his/her signature, seal and the date his/her commission 
expires. Take the executed lease and collection draft to your bank for forwarding here to Midland. 

If you have any questions, or I can be of any further service, please don't hesitate to call me. 

Sincerely, 

Joe Alexander 
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OIL AND GAS LEASE 
(Paid Up) 

THIS AGREEMENT made and entered into this 12th day of July, 1993, by and between Charles H. Coll, 
dealing herein with his sole and separate property, P.O. Box 1818, Roswell, NM 88201, hereinafter called 
"Lessor", whether one or more, and DRUM Energy Corporation, P.O. Box 2134, Midland, TX 79702, 
hereinafter called "Lessee". 

1. Lessor, in consideration of the sum of Ten Dollars and other good and valuable consideration 
(510.00 OGVC), in hand paid, the receipt of which is hereby acknowledged, and of the royalties herein 
provided and the agreements of Lessee herein contained, hereby grants, leases and lets exclusively unto 
Lessee for the purpose of investigating, exploring, prospecting drilling and operating for and producing oil 
and gas, injecting gas, waters, other fluids, and air into subsurface strata, laying pipe lines, storing oil, 
building tanks, roadways, telephone lines and other structures and things thereon to produce, save, take 
care of, treat, process, store and transport oil, as and other hydrocarbons, that may be produced from 
the following described land in Lea County, New Mexico, to-wit: 

Township 19 South, Ranqe 38 East NMPM 
Section 35: SW/4 

2. Without reference to the commencement, prosecution or cessation at any time of drilling or other 
development operations, or to the discovery, development or cessation at any time of production of oil, gas 
or other hydrocarbons, and notwithstanding anything else herein contained to the contrary, this lease 
shall be for a term of one (1) year from tfie date hereof, hereinafter called "primary term", and as long 
thereafter as oil, gas or other hydrocarbons are produced from said land or land wi th which said land is 
pooled hereunder. 

3. The royalties to be paid by Lessee are: (a) on oil, and other liquid hydrocarbons saved at the well, 
one-fourth (1/4) of that produced and saved from said land, same to be delivered at the wells or to the credit 
of Lessor in the pipelines to which the wells may be connected; Lessor's interest in either case shall bear 
its proportion of any expenses for treating oil to make it marketable as crude; (b) on gas, including casinghead 
gas and all gaseous substances, produced from said land and sold or used off the premises or in the 
manufacture of gasoline or other products therefrom, the market value at the mouth of the well of one-
fourth (1/4) of the gas so sold or used, provided that on gas sold at the wells the royalty shall 
be one-fourth (1/4) of the amount realized from such sale; (c) at any time, and from time to time, either at 
or after the expiration of the primary term of this lease, if there is a gas well or wells on said land (and for the 
purposes of this clause (c) the term "gas well" shall include wells capable of producing natural gas, 
condensate, distillate, or any gaseous substance and wells classified as gas wells by any governmental 
authority) and such well or wells are or have been shut-in before or after production therefrom, it shall be 
deemed that said well or wells are producing gas within the meaning of paragraph 2 of this lease and this 
lease shall not terminate. In such event, Lessee covenants and agrees to pay as royalty, shut-in gas 
royalty in the amount of one dollar ($1.00) per mineral acre per annum as long as such well or wells are 
shut-in and this lease is not maintained in force or effect by other provisions hereof. Such shut-in royalty 
shall be made by check or draft of Lessee mailed or delivered to the parties entitled thereto. In the event 
Lessee is obligated to pay the shut-in royalty above indicated, the first payment of such shut-in royalty shall be 
due and payable on or before ninety (90) days following the date on which the well is shut-in, or if shut-in 
during the primary term then on or before ninety (90) days following the expiration of the primary term, and 
subsequent payments, if required under the terms of this paragraph, shall be due and payable annually on or 
before the anniversary of the date of the original payment. It is specifically provided that this is a paid-up 
lease during the term set out above as "primary term" and there shall be no obligation or liability on the 
Lessee to make any shut-in royalty payment or other payment during said primary term, and without any 
such payment this lease shall remain in full force and effect during said primary term. The obligation to 
pay the shut-in royalty provided for above, shall be a covenant running with the land and, under no 
conditions, shall the failure to comply with such obligation serve or be used to terminate this lease or to 
work any forfeiture. 

4. Lessee is hereby granted the right and power, from time to time to pool or combine this lease, the 
land covered by it or any part or horizon thereof with any other land, lease, leases, mineral estates or parts 
thereof for the production of oil or gas. Units pooled hereunder shall not exceed the standard proration unit 
fixed by law or by the New Mexico Oil Conservation Commission or by other lawful authority for the pool or 
area in which said land is situated, plus a tolerance of 10%. Lessee shall file written unit designations in the 
county in which the premises are located and such units may be designated from time to time and either 
before or after the completion of wells. Drilling operations on or production from any part of any 
such unit shall be contained for all purposes, except the payment of royalty, as operations conducted 
upon or production from the land described in this lease. There shall be allocated to the land covered by 
this lease included in any such unit that portion of the total production of pooled minerals from wells in 
the unit, after deducting any used in lease or unit operations, which the number of surface acres in the 
land covered by this lease included in the unit bears to the total number of surface acres in the unit. The 
production so allocated shall be considered for all purposes, including the payment or delivery of royalty, 
to be the entire production of pooled minerals from the portion of said land covered hereby and included in 



said unit in the same manner as though produced from said land under the terms of this lease. Any pooled 
unit designated by lessee, as provided herein, may be dissolved by Lessee by recording an appropriate 
instrument in the County where the land is situated at any time after the completion of a dry hole or the 
cessation of Production on said unit. 

5. If, at the expiration of the primary term of this lease, oil, gas or other hydrocarbons are not 
being produced from the lease premises, but Lessee is then engaged in drilling or reworking 
operations thereon, or shall have completed a dry hole thereon within 60 days prior to the end of the primary 
term, this lease shall remain in force so long as drilling or reworking operations are prosecuted (whether on 
the same or different wells) with no cessation of more than sixty (60) consecutive days, and if they result in 
production, so long thereafter as oil, gas or other hydrocarbons are produced from said land. If production 
of oil, gas or other hydrocarbons on said land should cease from any cause after the primary term, 
this lease nevertheless shall continue in force and effect as long as additional drilling operations or 
reworking operations are conducted on this lease, which additional operations shall be deemed to be had 
when not more than sixty (60) days elapse between the abandonment of operations on one well and the 
commencement of operations on another weil, and if production is obtained this lease shall continue as long 
thereafter as oil, gas or other hydrocarbons are produced from said land, and as long thereafter as additional 
operations, either drilling or reworking, are had thereon. In the event a well or wells producing oil or gas in 
paying quantities should be brought in on adjacent land and within 660 feet of and draining the leased 
premises. Lessee agrees to drill such offset well as a reasonably prudent operator would drill under the same 
or similar circumstances. The judgment of the Lessee, when not fraudulently exercised, in carrying out 
the purpose of this lease shall be conclusive. 

6. Lessee shall have free use of oil, gas and water from said land, except water from Lessor's wells 
and tanks, for all operations hereunder, including, but not limited to, repressuring, pressure 
maintenance, cycling, and secondary recovery operations, and the royalty on oil and gas shall be 
computed after deducting any so used. Lessee shall have the right at any time during or after the expiration of 
this lease to remove all property and fixtures placed by Lessee on said land, including the right to draw and 
remove all casing. No well shall be drilled within two hundred (200) feet of any residence or barn now on 
said land without Lessor's consent. 

7. The rights of either party hereunder may be assigned in whole or in part and the provisions hereof 
shall extend to the heirs, executors, administrators, successors and assigns of the parties hereto, but no 
change or division in ownership of the land or royalties, however accomplished, shall operate to enlarge 
the obligations or diminish the rights of Lessee or impair the effectiveness of any payment heretofore made 
by Lessee. No such change or division to the ownership of the land or royalties shall impair the 
effectiveness of any payment theretofore made by Lessee or be binding upon Lessee for any purpose (and 
irrespective of whether Lessee has either actual or constructive knowledge thereof) until 60 days after 
such person acquiring any interest has furnished Lessee with the instrument, or instruments, or certified 
copies thereof, constituting his chain of title from the original Lessor. 

8. Lessee shall not be liable for delays or defaults in its performance of any agreement or 
covenant hereunder due to force majure. The term "force majure" as employed herein shall mean: any act of 
God including but not limited to storms, floods, washouts, landslides and lightning; acts of the public 
enemy; wars, blockades, insurrection or riots; strikes or lockouts; epidemics or quarantine regulations; laws, 
acts, orders or requests of federal, state, municipal or other governments or other governmental officers 
or agents under color of authority; freight embargoes or failures; exhaustion or unavailability or delays in 
delivery of any product labor, service or material. If Lessee is required, ordered or directed by any 
federal, state or municipal law, executive order, rule, regulation or request enacted or promulgated under 
color of authority to cease drilling operations, reworking operations or producing operations on the land 
covered by this lease or if Lessee by force majure is prevented from conducting drilling operations, 
reworking operations, or producing operations, then until such time as such law, order, rule, regulation, 
request or force majure is terminated, and for a period of ninety (90) days after such termination each and 
every provision of this lease that might operate to terminate it, or the estate conveyed by it, shall be 
suspended and inoperative and this lease shall continue in full force. If any period of suspension occurs during 
the primary term, the time thereof shall be added to such term. 

9. Lessor hereby warrants and agrees to defend the title to said land and agrees that Lessee, at its 
option, may discharge any tax, mortgage, other lien upon said land and in the event Lessee does so, it shall 
be subrogated to such lien with the right to enforce the same and apply royalties accruing hereunder toward 
satisfying same. Without impairment of Lessee's right under the warranty in the event of failure of title in 
whole or in part, it is agreed that if Lessor does not own , or have the right to lease, the entire mineral estate 
herein purported to be leased in the land above described, then the royalties and any other sums payable 
hereunder shall be reduced proportionately. Should any party named above as Lessor fail to execute this 
lease, or should any party execute the lease who is not named as a Lessor, it shall nevertheless be binding 
upon the party or parties executing the same. 

10. Lessee, its successors and assigns, shall have the right at any time to surrender this lease, in whole 
or in part, to Lessor, or his heirs and assigns by delivering or mailing a release thereof to the lessor, or by 
placing a release thereof of record in the county in which said land is situated; thereupon Lessee shall be 
relieved from all obligations, expressed or implied, of this agreement as to the acreage so surrendered. 



IN WITNESS WHEREOF, this instrument is executed the day and year first above written. 

Charles H. Coll 
SSN: 

ACKNOWLEDGMENT 

STATE OF New Mexico 
COUNTY OF 

The foregoing instrument was acknowledged before me this day of 1993, by 
Charles H. Coll, in the capacities stated therein. 

NOTARY PUBLIC 

My commission expires: 

STATE OF 

COUNTY OF 

The foregoing instrument was acknowledged before me this day of 1993, by 
, in the capacities stated therein. 

My commission expires: 

NOTARY PUBLIC 



! i S i | i r p . 

- j — -

-. 3 , .... 

- l r r \ 
3 5 

§4 

3 - - C t 4 ^ i ^ 5 ^ S - 2 c o i ^ o j i 
S-"wr*E-«• H S- 3 Oi 1 

w 8 : 

.=?5i3si&^5-s f.[si= ili 
-r> j ,'5' S-S J. Jl 

E-lJi^ll:: 
! i E l ! i E 

' e ' l j i E 

H 

3 : 

pd.' 
i-rj ^ 

a ; 

f - l -
^ : 
H : 
H<: -

ct •-
a. :• 

O : 

5 

cD-

iii.--

O 
! 0 
r 
r 
> 

t / i 

Hi ro o 

— ib 

c<: 

*crv' 

r-n > 
rO. ' i 

•«•-
" w. 

. 2 . -
'y l I 

, t j l -

Oir. ' t 

o". J 

irr" 

r H: 
t ' r l -

•-jiqr^'fli' 

. 3 8!'-

.-a..7?r_-

• :s.-i?8l-

! •' "^r : 

:2.2=2i-

Is 3" i 

-5 _ 

-~"s I : 
— i j -

.i!"4"iTr-

; - . ' i i . -

M. - i j — I 

vO l I I — i 

^ Er'l|f: 

• I'M 



Joe Alexander Oil tv Gas Properties 
P.O. Box 3081 

Midland, TX 79702 
(915) 685-1357 

July 13, 1993 

Mr. James N. Coll 
P O. Box 181S 
Roswell, NM 8S201 

Dear Mr. Coll: 

Enclosed please find an Oil & Gas Lease, covering SW/4 Section 35, T- 19S R-38E, Lea Co., NM, and a 
draft in the amount of $250.00. This is the lease that you negotiated with David Mussett of DRUM 
Energy. 

Please sign the lease before a Notary Public. Make sure the Notary Public completes the acknowledgment, 
located on the last page ofthe lease, including his/her signature, seal and the date his/her commission 
expires. Take the executed lease and collection draft to your bank for forwarding here to Midland. 

You requested that the lease be made out to you as your "Sole and Separate Property". We have styled the 
lease accordingly However, our title opinion shows Florence M. Coll as a community owner. Please 
provide the documentation necessary to prove that this is Sole and Separate Property It will be required 
before we can pay the draft. 

If you have any questions, or I can be of any further service, please don't hesitate to call me. 

Sincerely, 

Joe Alexander 



Oil AND GAS I FASF 
(Paid Up) 

THIS AGREEMENT made and entered into this 12th day of July, 1993, by and between James N. Coll, 
dealing herein with his sole and separate property, P.O. Box 1818, Roswell, NM 88201, hereinafter called 
"Lessor", whether one or more, and DRUM Energy Corporation, P.O. Box 2134, Midland, TX 79702, 
hereinafter called "Lessee". 

1. Lessor, in consideration of tNe sum of Ten Dollars and other good and valuable consideration 
($10.00 OGVC), in hand paid, the receipt of which is hereby acknowledged, and of the royalties herein 
provided and the agreements of Lessee herein contained, hereby grants, leases and lets exclusively unto 
Lessee for the purpose of investigating, exploring, prospecting drilling and operating for and producing oil 
and gas, injecting gas, waters, other fluids, and air into subsurface strata, laying pipe lines, storing oil, 
building tanks, roadways, telephone lines and other structures and things thereon to produce, save, take 
care of, treat, process, store and transport oil, as and other hydrocarbons, that may be produced from 
'he following described land in Lea County, :New Mexico, to-wit: 

Township 19 South. Ranqe 38 East NMPM 
Section 35: SW/4 

2. Without reference to the commencement, prosecution or cessation at any time of drilling or other 
development operations, or to the discovery, development or cessation at any time of production of oil, gas 
or other hydrocarbons, and notwithstanding anything else herein contained to the contrary, this lease 
shall be for a term of one (1) yeajr from (the date hereof, hereinafter called "primary term", and as long 
thereafter as oil, gas or other hydrocarbons are produced from said land or land with which said land is 
pooled hereunder. 

3. The royalties to be paid by Lessee are: (a) on oil, and other liquid hydrocarbons saved at the well, 
one-fourth (1/4) of that produced and saved from said land, same to be delivered at the wells or to the credit 
of Lessor in the pipelines to which the wells may be connected; Lessor's interest in either case shall bear 
its proportion of any expenses for treating oil to make it marketable as crude; (b) on gas, including casinghead 
gas and all gaseous substances, produced from said land and sold or used off the premises or in the 
manufacture of gasoline or other products therefrom, the market value at the mouth of the well of one-
fourth (1/4) of the gas so sold or used, provided that on gas sold at the wells the royalty shall 
be one-fourth (1/4) of the amount realized from such sale; (c) at any time, and from time to time, either at 
or after the expiration of the primary term ©f this lease, if there is a gas well or wells on said land (and for the 
purposes of this clause (c) the term "gas well" shall include wells capable of producing natural gas, 
condensate, distillate, or any gasedus supstance and wells classified as gas wells by any governmental 
authority) and such well or wells are or have been shut-in before or after production therefrom, it shall be 
deemed that said well or wells are producing gas within the meaning of paragraph 2 of this lease and this 
lease shall not terminate. In such evejnt, Lessee covenants and agrees to pay as royalty, shut-in gas 
royalty in the amount of one dollar ($1.00) per mineral acre per annum as long as such well or wells are 
shut-in and this lease is not maintained iniforce or effect by other provisions hereof. Such shut-in royalty 
shall be made by check or draft of Lessee mailed or delivered to the parties entitled thereto. In the event 
Lessee is obligated to pay the shut-ih royaNy above indicated, the first payment of such shut-in royalty shall be 
due and payable on or before ninety (90) days following the date on which the well is shut-in, or if shut-in 
during the primary term then on or before! ninety (90) days following the expiration of the primary term, and 
subsequent payments, if required under th4 terms of this paragraph, shall be due and payable annually on or 
before the anniversary of the date of the original payment. It is specifically provided that this is a paid-up 
lease during the term set out abpve asPprimary term" and there shall be no obligation or liability on the 
Lessee to make any shut-in royalty payment or other payment during said primary term, and without any 
such payment this lease shall remain in ^LIII force and effect during said primary term. The obligation to 
pay the shut-in royalty provided f<i>r above, shall be a covenant running with the land and, under no 
conditions, shall the failure to complyjwith such obligation serve or be used to terminate this lease or to 
work any forfeiture. 

4. Lessee is hereby granted the right and power, from time to time to pool or combine this lease, the 
land covered by it or any part or horizonj thereof with any other land, lease, leases, mineral estates or parts 
thereof for the production of oil or gas. Units pooled hereunder shall not exceed the standard proration unit 
fixed by law or by the New Mexico; Oil Conservation Commission or by other lawful authority for the pool or 
area in which said land is situated, plus ajtolerance of 10%. Lessee shall file written unit designations in the 
county in which the premises are locate^ and such units may be designated from time to time and either 
before or after the completion of weis. Drilling operations on or production from any part of any 
such unit shall be contained for all purposes, except the payment of royalty, as operations conducted 
upon or production from the land described in this lease. There shall be allocated to the land covered by 
this lease included in any such unit tHat portion of the total production of pooled minerals from wells in 
the unit, after deducting any used in lease or unit operations, which the number of surface acres in the 
land covered by this lease included in the unit bears to the total number of surface acres in the unit. The 
production so allocated shall be considered for all purposes, including the payment or delivery of royalty, 
to be the entire production of pooled minerals from the portion of said land covered hereby and included in 



said unit in the same manner as though produced from said land under the terms of this lease. Any pooled 
unit designated by lessee, as provided herein, may be dissolved by Lessee by recording an appropriate 
instrument in the County where the land is situated at any time after the completion of a dry hole or the 
cessation of Production on said unit. 

5. If, at the expiration of the primary term of this lease, oil, gas or other hydrocarbons are not 
being produced from the lease premises, but Lessee is then engaged in drilling or reworking 
operations thereon, or shall have completed a dry hole thereon within 60 days prior to the end of the primary 
term, this lease shall remain in force so lo$g as drilling or reworking operations are prosecuted (whether on 
the same or different wells) with no cessation of more than sixty (60) consecutive days, and if they result in 
production, so long thereafter as oil, gal or other hydrocarbons are produced from said land. If production 
of oil, gas or other hydrocarbons on said land should cease from any cause after the primary term, 
this lease nevertheless shall continue in force and effect as long as additional drilling operations or 
reworking operations are conducted onjthis lease, which additional operations shall be deemed to be had 
when not more than sixty (60) days elapse between the abandonment of operations on one well and the 
commencement of operations on another well, and if production is obtained this lease shall continue as long 
thereafter as oil, gas or other hydrocarbons are produced from said land, and as long thereafter as additional 
operations, either drilling or reworking, are had thereon. In the event a well or wells producing oil or gas in 
paying quantities should be brought in on adjacent land and within 660 feet of and draining the leased 
premises. Lessee agrees to drill such offset well as a reasonably prudent operator would drill under the same 
or similar circumstances. The judgment of the Lessee, when not fraudulently exercised, in carrying out 
the purpose of this lease shall be conclusive. 

6. Lessee shall have free use of oil* gas and water from said land, except water from Lessor's wells 
and tanks, for all operations hereunder, including, but not limited to, repressuring, pressure 
maintenance, cycling, and secondary recovery operations, and the royalty on oil and gas shail be 
computed after deducting any so used. Lessee shall have the right at any time during or after the expiration of 
this lease to remove all property and fixtures placed by Lessee on said land, including the right to draw and 
remove all casing. No well shall be drilled within two hundred (200) feet of any residence or barn now on 
said land without Lessor's consent. 

7. The rights of either party hereunder may be assigned in whole or in part and the provisions hereof 
shall extend to the heirs, executors, administrators, successors and assigns of the parties hereto, but no 
change or division in ownership of the land or royalties, however accomplished, shall operate to enlarge 
the obligations or diminish the rights of Lessee or impair the effectiveness of any payment heretofore made 
by Lessee. No such change or division to the ownership of the land or royalties shall impair the 
effectiveness of any payment theretofore made by Lessee or be binding upon Lessee for any purpose (and 
irrespective of whether Lessee has either actual or constructive knowledge thereof) until 60 days after 
such person acquiring any interest has furnished Lessee with the instrument, or instruments, or certified 
copies thereof, constituting his chain of title from the original Lessor. 

8. Lessee shall not be liable for delays or defaults in its performance of any agreement or 
covenant hereunder due to force majure. The term "force majure" as employed herein shall mean: any act of 
God including but not limited to storms,(floods, washouts, landslides and lightning; acts of the public 
enemy; wars, blockades, insurrection or riots; strikes or lockouts; epidemics or quarantine regulations; laws, 
acts, orders or requests of federal, state, municipal or other governments or other governmental officers 
or agents under color of authority; freight embargoes or failures; exhaustion or unavailability or delays in 
delivery of any product labor, service or material. If Lessee is required, ordered or directed by any 
federal, state or municipal law, executive order, rule, regulation or request enacted or promulgated under 
color of authority to cease drilling operations, reworking operations or producing operations on the land 
covered by this lease or if Lessee by force majure is prevented from conducting drilling operations, 
reworking operations, or producing operations, then until such time as such law, order, rule, regulation, 
request or force majure is terminated, and for a period of ninety (90) days after such termination each and 
every provision of this lease that might operate to terminate it, or the estate conveyed by it, shall be 
suspended and inoperative and this lease (shall continue in full force. If any period of suspension occurs during 
the primary term, the time thereof shall be added to such term. 

9. Lessor hereby warrants and agrees to defend the title to said land and agrees that Lessee, at its 
option, may discharge any tax, mortgage, other lien upon said land and in the event Lessee does so, it shall 
be subrogated to such lien with the right ID enforce the same and apply royalties accruing hereunder toward 
satisfying same. Without impairment of lessee 's right under the warranty in the event of failure of title in 
whole or in part, it is agreed that if Lessor does not own, or have the right to lease, the entire mineral estate 
herein purported to be leased in the land above described, then the royalties and any other sums payable 
hereunder shall be reduced proportionately. Should any party named above as Lessor fail to execute this 
lease, or should any party execute the lease who is not named as a Lessor, it shall nevertheless be binding 
upon the party or parties executing the same. 

10. Lessee, its successors and assigns, shall have the right at any time to surrender this lease, in whole 
or m part, to Lessor, or his heirs and assigns by delivering or mailing a release thereof to the lessor, or by 
placing a release thereof of record in tha county in which said land is situated; thereupon Lessee shall be 
relieved from all obligations, expressed or implied, of this agreement as to the acreage so surrendered. 



IN WITNESS WHEREOF, this instrument is executed the day and year first above written. 

James N. Coll 
SSN: 

ACKNOWLEDGMENT 

STATE OF New Mexico 
COUNTY OF 

The foregoing instrument was acknowledged before me this day of 1 993, by 
James N. Coll, in the capacities stated therein. 

NOTARY PUBLIC 

My commission expires: 

STATE OF 

COUNTY OF 

The foregoing instrument was acknowledged before me this day of 1993, by 
, in the capacities stated therein. 

NOTARY PUBLIC 

My commission expires: 
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JOE ALEXANDER 
Oi l & Gas Properties 

P.O. Box 3081 
Midland, TX 79702 
(915) 685-1357 

16 October, 19 92 

Oryx Energy Co. 
P.O. Box 2880 
Dal 1 as, TX 75221 

Attn: A l l e n Beers 

Re: SW/4 Section 35, Township 19 
South, Range 38 East and NW/4 
Section 2, Township 20 South, 
Range 38 East, Lea Co., NM 

Dear Mr. Beers: 

As per our phone conversation of t h i s date, we are interested in 
buying the mineral i n t e r e s t formerly owned by SUN O i l Co. under the 
captioned t r a c t s , We o f f e r $200.00 per acre f or the 1/4 i n t e r e s t under 
SW/4 Section 35 and the 1/144 in t e r e s t under the NW/4 of Section 2. 

Please consider t h i s o f f e r c a r e f u l l y and l e t me know your decision a? 
soon as possible. 

Very t r u l y yours 



Oryx F.neri;\ Company 

i:(l.r>:> Nod iv' !•) 

Dnllas I X 7:.'! I " .".IHV7 

Dallas TX \ -_'SS(1 
'211 7l:"i -1(111" 

I'O Kox '2SSii 

ORYX 
N < i r l h e n i Kvu io i i 

I \ p l i i l J l i n l l I l i - i , o i 

October 29, 1992 

Joe Alexander 
Oil & Gas Properties 
P.O. Box 3081 
Midland TX 79702 

RE: YOUR OFFER LETTER 
LEA COUNTY, NEW MEXICO 

Dear Mr. Alexander: 

We appreciate your offering Oryx the opportunity to 
review the above captioned, however, at th i s time 
Oryx w i l l have to respectfully decline. 

Thank you for considering Oryx and should you have 
any future proposals please l e t us know. 

Sincerely, 

ORYX ENERGY COMPANY? 

Alan Beers, CPL 
Landman, Northern U.S. 

CAB/dg 

CAB0I33.DEG 



DRUM ENERGY P.O. Box 2134 
C O R P O R A T I O N Midland, Texas 797o: 

915/6<S4-9081 
Fax 915/(HS3-3520 

June 1 1 , 1993 

A t t e n t i o n : Mr. A l l e n Beers 
Oryx Energy Company 
P.O. Box 2880 
Dallas, TX 75221 

Dear Mr.Beers, 

Records in d i c a t e t h a t Oryx Energy owns a 12.5% mineral i n t e r e s t (20 net acres) 
under the above' captioned property. Drum Energy Corporation intends t o d r i l l a 
w e l l on t h i s acreage t o t e s t the Blinebry Formation as soon as p r a c t i c a b l e . I f 
you would l i k e t o p a r t i c i p a t e i n t h i s p r o j e c t t o the e x t e n t o f your m i n e r a l 
ownership we req u i r e execution of the enclosed A u t h o r i t y f o r Expenditure and a 
deposit of your share of estimated completed w e l l costs a t t h i s time. 

Operations w i l l be conducted by Drum Energy Corporation under the A.A.P.L. 
Form 610-1982 Model Form O p e r a t i n g Agreement w i t h C0PAS-1984 Accounting 
Procedure. D r i l l i n g overhead t o be $3000 per month; workover and producing 
overhead t o be $300 per month per w e l l . There w i l l be no gas b a l a n c i n g 
agreement; operator w i l l c o n t r a c t gas sales f o r the working i n t e r e s t owners. 
Working i n t e r e s t owners w i l l pay i n t h e i r p r o p o r t i o n a t e share of $7500 cash 
plugging bond on each w e l l . This amount i s refundable when plugging occurs and 
w i l l bear i n t e r e s t t o be c r e d i t e d t o the working i n t e r e s t owners. 

I f i t i s your desire not t o p a r t i c i p a t e , we o f f e r t o lease or t o purchase your 
i n t e r e s t . General lease terms o f f e r e d are: $100 per net m i n e r a l acre bonus, 
1/4 r o y a l t y , and 1 year primary term. We o f f e r $300 per net m i n e r a l acre f c r 
purchase of your i n t e r e s t . 

Please i n d i c a t e your c h o i c e by ch e c k i n g t h e a p p r o p r i a t e space below and 
s i g n i n g and r e t u r n i n g t h i s l e t t e r . An e x t r a copy i s p r o v i d e d . I f you are 
ret u r n i n g the A u t h o r i t y f o r Expenditure and deposit, no a c t i o n i s needed here. 

A stamped r e t u r n envelope has been enclosed f o r your convenience. Thank you. 

Re : SW/4 S e c t i o n 3 5 , T 1 9 S - R 3 8 E , L e a 
Coun ty , NM 

Yours t r u l y , 
DRUM ENERGY CORPORATION 

David R. Mussett, President 

We wish t o lease. We wish t o s e l l . 



AUTHORITY FOR EXPENDITURE 
DRUM ENERGY CORP. 

HOUSE PROSPECT 
FRANCIS EVELYN #1 

INTANGIBLE PRODUCER DRY HOLE 

Abstract/Title opinion $ 6,000 
Survey/Location/Damages 5,000 
Drilling footage® $11.00 68,200 

Rotary daywork: 2 days® $4200 8,400 
Pulling unit: 4 d a y s ® $1200 4,800 
Drilling fluid &trucking 8,000 
Drilling mud and chemicals 4,000 
Surface csg. cement & hardware 4,000 
Production csg. cement & DV tool 22,900 
Pit lining 750 
Mud logging 1,000 
Open hole logging 5,600 
Perforating 1,200 
Acidizing 2,200 
Frac 25,000 
Engineering/Supervision 4,500 
Rental equipment 2,500 
Trucking and forklift 4,000 
Labor: surface installations 2,500 
Overhead 1,500 
Plugging (cement, dry hole marker, site restoration) 
Contingencies: 10% 17,600 
TOTAL INTANGIBLE $ 193,650 

TANGIBLE 

6,000 
5,000 

68,200 
8,400 

8,000 
4,000 
4,000 

750 
1,000 
5,600 

3,600 
1,500 
2,500 

1,200 
4,000 

11,800 
$ 129,550 

Surface csg.: 1600 feet 8 5/8 @ $8.00 
Production csg.: 6200 feet 5 1 /2® $3.75 
Tubing: 6200 feet 2 7/8 @ $2.25 
Rods: 6200 fee t® .90 
Downhole pump 
Wellhead 
Flowlines and connections 
Tankage: (2) 300 steel, (1) 500 fiberglass 
Pumping unit and base 
Motor and controls 
Heater treater 
Electrification 
Contingincies: 10% 
TOTAL TANGIBLE 

Cash plugging bond: 

TOTAL 

YOUR SHARE: 0.125 Wl 

12,800 
23,250 
13,950 

5,580 
1,200 
1,750 
2,000 
8,000 

15,000 
2,500 
2,500 
3,500 
9,200 

$ 101,230 

7,500 

$ 302,380 

$ 37,798 

12,800 

750 

1,350 
$ 14,900 

$ 144,450 

$ 18,056 

// is recognized and understood that the amounts herein are estimates only and that appoval of this authorization shall 
extend to the actual costs incurred in the conduct of the operation specified whether more or less that set out herein. 

APPROVED BY WORKING INTEREST OWNER: 
ORYX Energy Company DRUM ENERGY CORP. 

By: 
Date Date 
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JOE ALEXANDER 
Oil & Gas Properties 

P.O. Box 3081 
Midland, TX 79702 
(915) 685 1357 
10 March, 1993 

Oryx Energy Co. 
P.O. Box 2880 
Dallas, TX 75221 

Att n : Al1 en Beers 

Re: SW/4 Section 35, Township 19 
South, Range 38 East and NW/4 
Section 2, Township 20 South, 
Range 38 Fast, Lea Co., NM 

Dear Mr. Beers: 

On 16 October, 1992 I made an o f f e r for the minerals formerly owned 
by Sun O i l Co. under the captioned t r a c t . You informed me by l e t t e r 
dated 29 October that my o f f e r was not accepted. Since that time we 
have acquired leases covering the other i n t e r e s t s in the t r a c t and 
intend to d r i l l in the very near f u t u r e . 

We are now o f f e r i n g $300.00 per acre for the 1/4 i n t e r e s t under the 
SW/4 of Section 35 and the 1/144 i n t e r e s t under the NW/4 of Section 
2. 

Please consider t h i s o f f e r c a r e f u l l y and l e t know your decision as 
soon as possible. 

I f t h i s o f f e r is unacceptable, we w i l l be happy to provide ORYX with 
the opportunity to p a r t i c i p a t e i n our w e l l s . 

Very t r u l y yours. 

Joe Alexander 



Ota. 

mo 

1 

Co. Aiy U}, //r,)-iH 5 

&9 Synr< i.h.MS(A*> cc$6>j} 

] /5J^«/g ji Kktt ) A/ /Irflf/ 0 d i f U c S ^ , 



" rWC ( //o L/C/ ) 

4 
// Afo\) Let fa A. , to s&^uJjEf 

th/H~ she bf/?,v A t . b y tti£ cos**, 

.. h„y>l CoA,*>£jivdh)i<,UJ/J* $/r~/<t /#/*>'/ Lfr/^ /jttcf AO /ijc/tf^. 7/Jtz 

. W.hkVt Cci^Vf &S.///Utj. W/f*r. *A/ A£?T $ A/tk$;<*'uj£. £/,£. 

\ J -MJL /ttyxJ -h <Z*+J /to>~ «>h+t fljp&t'} 

It 

[hjA& bi>T wA«Jh$ rt LtzLftefL $r»*i /T7£L JU^m^ -fit^j*. 

jl 



DRUM ENERGY P.O. Box 2134 
C O R P o n A T I O N Midland, l ex as 79702 

915/684-"* >81 
l ;ix 915/683 3520 

June 11, 1993 

Thelma P. Johnson, Guardian 
E s t a t e of Minnie B . Gray 
1514 HE 9th S t . 
Oklahoma C i t y , OK 7 3117 

Dear Ms. Johnson, 

Records i n d i c a t e t h a t t h e e s t a t e of M i n n i e B . Gray owns a 3.125% mineral 
i n t e r e s t (5 n e t a c r e s ) under t h e above c a p t i o n e d p r o p e r t y . Drum E n e r g y 
C o r p o r a t i o n i n t e n d s to d r i l l a w e l l on t h i s a c r e a g e to t e s t the B l i n e b r y 
Format ion as soon as p r a c t i c a b l e . We o f f e r to l e a s e or to p u r c h a s e y o u r 
i n t e r e s t . Genera l l ease terms o f f e r e d a r e : $100 per net m i n e r a l a c r e bonus, 
1/4 r o y a l t y , and 1 year pr imary t erm. We o f f e r $300 per net minera l a c r e f o r 
purchase of your i n t e r e s t . 

I f , i n s t e a d , you would l i k e to p a r t i c i p a t e i n t h i s p r o j e c t to the ex tent o f 
your m i n e r a l ownership we r e q u i r e e x e c u t i o n of the e n c l o s e d A u t h o r i t y f o r 
Expenditure and a depos i t of your share of est imated completed w e l l c o s t s a t 
t h i s t ime. 

Operat ions w i l l be conducted by Drum Energy C o r p o r a t i o n under the A . A . P . L . 
Form 610-1982 Model Form O p e r a t i n g Agreement w i t h COPAS-1984 Account ing 
Procedure . D r i l l i n g overhead to be $3000 per month; workover and producing 
overhead to be $300 per month p e r w e l l . T h e r e w i l l be no gas b a l a n c i n g 
agreement; operator w i l l c o n t r a c t gas s a l e s for the working i n t e r e s t owners. 
Working i n t e r e s t owners w i l l pay i n t h e i r proport ionate share of $7500 cash 
plugging bond on each w e l l . T h i s amount i s refundable when plugging occurs and 
w i l l bear i n t e r e s t to be c r e d i t e d to the working i n t e r e s t owners. 

P l e a s e i n d i c a t e your c h o i c e by c h e c k i n g the a p p r o p r i a t e s p a c e below and 
s i g n i n g and r e t u r n i n g t h i s l e t t e r . An e x t r a copy i s p r o v i d e d . I f you a r e 
re turning the Authority f o r Expenditure and depos i t , no ac t ion i s needed here . 

A stamped r e t u r n envelope has been enclosed for your convenience. Thank you. 

Re : SW/4 S e c t i o n 35 , T 1 9 S - R 3 8 E , L e a 
County, NM 

Yours t r u l y , 
DRUM ENERGY CORPORATION 

By: 

We wish t o lease. We wish to s e l l . 

By: Date: 



AUTHORITY FOR EXPENDITURE 
DRUM ENERGY CORP. 

HOUSE PROSPECT 
FRANDS EVELYN #1 

INTANGIBLE 

Abstract/Title opinion 
Survey/Location/Damages 
Drilling footage @ $11.00 

Rotaty day work. 2 days @ $4200 
Pulling un*: 4 days @ $1200 
Drilling mid &trucking 
Drilling mud and chemicals 
Surface csg. cement & hardware 
Production csg. cement & DV tool 
Pit lining 
Mud logging 
Open hole togging 
Perforating 
Acidizing 
Frac 
Engineering/Supervision 
Rental equipment 
Trucking and forklift 
Labor surface installations 
Overhead 
Plugging (cement, dry hole marker, site restoration) 
Contingencies: 10% 
TOTAL INTANGIBLE 

TANGIBLE 

PRODUCER 

$ 6,000 
5,000 

68,200 
8,400 
4,800 
8,000 
4,000 
4,000 

22,900 
750 

1,000 
5,600 
1,200 
2,200 

25,000 
4,500 
2,500 
4,000 
2,500 
1,500 

17,600 
$ 193,650 

DRY HOLE 

$ 6.000 
5.000 

68,200 
8.400 

8,000 
4.000 
4.000 

750 
1.000 
5,600 

3,600 
' 1.500 

2,500 

1.200 
4,000 

11,800 
$ 129,550 

Surface csg.: 1600 feet 8 5/8 @ $8.00 
Production csg.: 6200 feet 51/2 @ $3.75 
Tubing: 6200 feet 2 7/8 @ $2.25 
Rods: 6200 feet @ .90 
Downhole pump 
Wellhead 
Flowlines and connections 
Tankage: (2) 300 steel, (1) 500 fiberglass 
Pumping unit and base 
Motor and controls 
Heater treater 
Electrification 
Contingincies: 10% 
TOTAL TANGIBLE 

Cash plugging bond: 

TOTAL 

YOUR SHARE: 0.03125 Wl 

12,800 
23,250 
13,950 
5,580 
1,200 
1,750 
2,000 
8,000 

15,000 
2,500 
2,500 
3,500 
9.200 

$ 101,230 

7,500 

$ 302,380 

$ 9,449 

12,800 

750 

1.350 
$ 14,900 

$ 144,450 

$ 4,514 

/' is recognized and understood dial the amounts herein are estimates only and that appoval of this authorization shall 
extend to the actual costs incurred in the conduct of the operation specified whether more or less that set out herein. 

APPROVED BY WORKING INTEREST OWNER: 
Estate of Minnie B. Gray DRUM ENERGY CORP. 

Date 
By: l9f)A^~3TC>~i(-

Date 



Mrs. Thelma P. Johnson 
1514 N.E. 9th Street 

Oklahoma City, Oklahoma 73117 

June 22, 1993 

Mr. David R. Mussett - President 
Drum Energy Corporation 
Post Office Box 2134 
Midland, Texas 79702 

Dear Mr. Mussett: 

Reference i s made to your letter dated June 11, 1993 concerning 
the mineral rights under the property described as SW/4, Section 
35, T19S-R38E, Lea County, New Mexico. 

Please forward a copy of your lease stating the terms and 
conditions for my review. 

Thank you, 

(Mrs) Thelma P. Johnson 



Joe Alexander Oil & Gas Properties 
P O Box 3081 

Midland. TX 79702 
(915)685-1357 

Jury 14, 1993 

Ms. Thelma P. Johnson 
1514 NE9thSt 
Oklahoma City, OK 73117 

Dear Thelma: 

In reference to the New Mexico mineral holdings of Minnie B. Gray, deceased and our telephone 
conversation of this date, I represent DRUM Energy Corporation or Midland, TX. They are attempting to 
obtain an Oil & Gas lease covering the Minnie B. Gray interest. I understand that you were the guardian 
of her estate and are in possession of some papers that will help us determine the ownership of this 
property and subsequently a lease. 

Please send me photocopies of any papers you have that will help us. I am also interested in the court and 
cause or docket number of Mrs. Gray's case. Please provide this if you have it. 

If you have any questions, please don't hesitate to call me. 

Sincerely, 

Joe Alexander 



Mr Joe Anderson 
Post Office Box 3081 
Midland, Texas 79702 

Re. Mrs Minnie Bl'.Gray Estate Guardianship 

Dear Mr. Anderson 

I do not have the document of resignation from the court. 

Upon inquiry I was informed that the records were sealed. 

To continue action in this matter would probably be use

less in my favor. 

Sincerely, 

(Mrs^ Thelma P. Johnson 

tpj/ 


