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4S5 COMPANY, INC.

P.O. Box 223
Midland, Texas 79702
(915) 697-8420 Fax (915) 694-1136

February 20, 2001

Mr. William F. Carr Via Fax No.: (505) 983-6043
Holland & Hart LLP AND Campbell & Carr  and FedEx Track #7904 7586 2051
110 North Guadalupe - Suite 1

Santa Fe, New Mexico 87501-6525

Re:  Application of Bettis, Boyle & Stovall for
Compulsory Pooling, T9S R33E, Sec. 3

Dear Mr. Carr:

We are in receipt of your letter of February 1, 2001 for the referenced
compulsory pooling. Please note that we have leased our interest under the
proposed area for 27.5% royalty, one year term, $100.00 per net mineral acre. |
have enclosed a copy of that lease for your records.

Please feel free to contact me at the above phone number if you have any
questions.

Sincerely,

- A
Shane Spear

enclosures as stated

cc: Mr. C. Mark Maloney (via fax)

BEFORE THE OIL CONSERVATION DIVISIOA
Santa Fe, New Mexico
Case No. 12601 Exhibit No. 4
Submitted by:
Bettis, Boyle & Stovall
Hearing Date: April 19, 2001




Producer's 88—Producer's Revised 1981 N. _Mexi._ Form J42P, Paid-up FIMIRQ UG e e - oo o a

e OIL & GAS LEASE

February . ¢ 2001 o een

15th
THIS AGHEEMENT made Ibls deyor.
Sun-West Oil & Gas, Inc. - . =
P. O. Box 788
Hobbs, New .Mei:ico 88241 = . i :
{Post ONica Address)

)

heroingotied lessor fehether ons ormevet ang_SUL L COast Oil & Gas Company, P.0.Box 1684 Midland, Texas 72702wssee:
which lo Mvo ookmbdaod ond uf Ihe royaliles hetein movldnd arvt of the e-w-amqnu of the lasans

1. n siderstion of TEN AND OTHEN DOLI.AN' n hnd pdd receipt of-
lm-ﬁ‘t' mmo:.“ Noreby grants, h!nu ond tele y wnto for the p of & ting, exploring. prospeciing, dsiifing, and on g for and p g oit and ges, injec.
ting gua, witers, -mn-m. lﬂo mlm cmlo. hyh' plpe Whee, mm oll, buliding tonhs, vodﬂn. {elephons Hives, and other mucluu ond things therson to produce, save,
1ake care of, iresl, procass, store mwmm md m!mulo, lho following described e ~Lea. . A County, New Mexfco, fo-wit;

Lots 3 and 4 (W/2SW/4 Equivalent), T9S, .R33E

Said tand i3 estimated t6 comprise 79.73 ocree, whether it sctueNy orines more o lese,

2. Subject te the alher provish 19inad, thig lense shail ramsin In foree fov 8 term of ,.-.,_Qne (1) Year ysars trom Ihis dale (calied “primary term™ and as
fong therealier o3 o or gor s uodveod lmn sald fand or liom tand with which said tand Is poolea, .

27. 1/2% ) of that produced and paves lrom ssid fend,

3. Theroyeities 10 be peid by lezsee ave: o) on o¥, end other Hauid hydrocarbons ssved of the well,
nmmnmuu|MMuhmernndmmhmmmnmm-mmbomnm;uumwmmwmn pnu othar gaseous subt tance preduced

Hrom $01glend and waed oft the remines of whed I the manulvsture of ysaoling or lhar produats, the market vohwe ot the wel of 27 1/2%. of the gas used,

of the lmoun! reslized from such nale; [c) and al any timae when thid leses e
pooted therawlih, but ges or condensate s not belng no nold or uned and such well s
we may pey or tandar an advance shit.ln coyeity

peovided thet on gas sold on or oll the pramises, the roysities shalibe .
not velidsied by other p stons hereof and there Is 9 ges and/or conden
Shut In_ either before or sfier produciion therefiom, then on or before §0 deye m« sold well v l'ml n, M'an"« ] -nmnl intervale,
osqust to 31.00 per net scre of lesser's gae screnge then held under tils tesee by the party maeking weh poywmw or tendar, ugd sn tong ee 9eld shul.in royaity is pald or landerad, this feese
ha't not 19rmineie and N shall be considered under s cleuses hareof thel ges Ie being produced from the § pr n paying Wise. Esch such payment shalt be pald or lendered
s 1he perly of pirties who of the time of such paymeént would be entitied (e receive the royeiting which would be peld under thie tense If m woll wara in fact producing. T paymaent or

tender of roysities and shul.in reyaiting may be mede by cheak or drelt, Any vlmm mmonl or tondeor n! ohurl.ln wym which Is made in & bone lide sttermipl 1o make propar payment, hyt
which is erroneous in whots e¢ in pevl ae Yo periiss or sha¥ neve be enlf (1 J'Ml tee9e in the seme mennar ae |ho«qh ® propar paymnnt had been
made H lessee shatf correct sirch arror within 30 deye siler hun hn neolv«! wrilion notice !Mnol by oormlod malt from lm purty or pertias ted to rec 1 togeithar with such

1, The | d from 1he ssle of gsx on or off th pvmlnu shetl he the peice

wiitien Instruments joe eeriified copley ihareot) e 1o L 1o make proper pey
estadiighed by the g seies contrecl antered Inte In good felth bv h"u asnd ges purchaser for such term lnd winder stich conditions as are eustiomary In the industry, “Price” shall mesn the

et smavni recelved by fesuee a'ter giving effect 1o eppiicable regulsiory orders snd sfier epptication of m spphicable price adlustments specified In such coniract or reguintory orders, In
Ihe event lessne comprasses, lrests, purifies; or dehydretas such gee (whether on or off the § ") or rte ges off the | d pr . n puling royeity
hereunder may deduct lrom such price 8 rsssonable cherge for esch of such lunctions performed,

4. Thig Is 3 pold.up tenee end lee hett not be obligeted during the primery term hereof to oor of gontl sny operellons of wt character o 1o make any paymenls
hereunder in order to matntein this tn foree during the pm-my torm; ho . I3 provision e net intended o relteve lestes of the obligation to pey roysliies on aclust production pur.
svent to the provisions or Pecsgreph A

8. Lesser iy hereby granted 1he fight and power, from time lo 'Imc 10 poo! or sombine thie 1ease, 1he land eovered by it or iny pert or horlzon thereol with -nv olher lnnd, lensas, miners!
osinles or purle thereof for the production of off or ges, Units pooled Horaunder sheil not exceed the stenderd prorstion unit fixed by lew or by the Oit Consetvation Division ¢! the Energy and
Minerals Depertment of the Stste of New Merico or by sny other tewlul suthorily for the pool or aree In which setd tend It situnted, plus 8 Toterance of tan parcent. Lassas shall file wiitten
unit designetions i the county tn which the premises.eve loceted and such unlis may be dulcnﬂod from time 1o lime and #ither belore or siter the compiation of walts, Dritlling oparatinne
on of production trom eny pert of eny such unll shelt be idered for o pwrp Y 1 of roysity, s or tons ted upon or production from 1ha tend dencribad In

this leuse, There shetl be afloceted 1o Ihe tend covered by this tnese incfuded In any wolmnh !h-! tlon of the tote! production of pooled mi U |mm wolls In the unit, alter deducting eny
tuded In the unil | hears ta the tolel number of surface scres in the unit, The produciion ea

used in lense of unlt operations, which the nel oﬂ ©oF 983 scresge tn the tand aovered by thie leane Ine!

sttoceted shalt be consldered for o purp . ding the pay t or defivery of roysity, (o be the entire produetion of pootad mlm.h from the portion of seid tend coverert hthy ond ine
“cluded in seid unit In the seme o3 Ihough produced trom ssid Tend under Ihe terms of This fesse, Any poolsd unlt dest d by ? . an provided herein, may be dissoived
lessee by tecording sa sppropriste instrument o the County whaere tha fend 1o situaled el eny time slter thé eompletioh of a my fols-or Ihe covsstion of uodvellon on said unit,

8. 11 81 tho avpiration of the primery lerm there Is no wall unon said fand aspeble ef producing ofl 6r gas, birt tesres has comenced operstions for drilling or reworking tharaon, this lease
Shall tamatn in force 30 long 88 operations sre prosecuisd with no cessation of more then 80 conseculive days, whather such oparations be on the seme well or on & ditfarent or edditions!
welf or nm. Md " lhw ropult in "m production of oil or g, 90 fong therefler es ol or ges In produced from suid lend, I, alinr the explration of the prifary term, it walls upon neid lend

of producing for any eavin, ihis lease shell rot terminete il lessee oon operations for ld(mlom! drliting or for reworking within 80 deys thares(ter, If any
. deitting, nddmoml drm'w. or mofih' operstiony hersunder reeult In production, then this lease shall remain In full foree 90 long theresiter ev ol or yas I produced hersunder,

7. Lesson shell have free vee of o, ges ond weter from sald lend, exeept weter from lesvor’s welle and tenke, lor ot ogmllom hereunder, and the roysity shail be computed sller daduc.
fing any s0 vud tnno ohalt hove the on ot any ime during or l”n the svpiration of this 1aseé Yo remeve ol property and d by Insann on seld land, Including the right lo
draw and remove ol fred by lessor, f witt bury »ff pipe Hines on euttiveted tends below ordinery plow depih, and no p woll shall be diiiled within two hundred feat (20011)

of any residence or ban now on uld  fond without fessor's convent, Legeor shalf have the privitege, st his ek md nmn,or Ing gn Ivom sny gse well on said land lor stoves snd inside

Nghis In the principel dwelling thoreen, ovt of any surplus ges not needed for operations herewnder,

5. The tighls of stther party hereunder mey be sxstgned In whale or in part and the provisions hersol shelt uhm! 1o they Mlu "oculon, -dmlnlnmvmn sucennsnrs snd "s'um bt vy
change In the ownership of the lend or in the ownership of, e rights to receive, royaities or shul.in royaities, howevar sccomplishad shall oparale to mﬂ-vqo the obligalions or diminiah the
rights of lssses: ond no weh chmuo o division shall be binding upon lessee lu ony purpdse yniil 30 deye efter tesnee hes been furnishad by certified mslt ot lassae’s principat place of
businesy with eccep Ale o cortified coples thersal consiituting the chein of (iite from the original lessor, It eny such changs In ownarship occurs through the desth of the
awner, lessee may, st ite omlon. pey or 'ondor sny royeities or shul-in toyeities in the neme of the decessad or.1o his estste or 1o his helre, execulor or edministrator untll such lime s lnssee
hes been lurnished with evid: sellsfoctory lo fensee 01 1o the persons entliled 10 such sums, An sesigninent of 1his Isase In whote or in part shalt, ta the extent of such assignmant,
d ond 1 tensve or asvignes of part or perts herso! shall fal) or meke defeul! In the paymeni of the proportionsise parl of roysity or shut-

tellave and dlecharge b of sny obitgslk
fn royeity due fiom such § or peol o fall to €6 ty wilh sny of the provisions of this ouch default shall nol sifect this lease insoler a3 it covers & part of sald snds upon which
Torsue or sny sssignes therol shelt nwody m'y or meke such payments,

9. Should lessee be prevented from gom with eny exp o7 imptied covenent of this lesss, or from eom!uo'hg dirftitng or teworking oocnﬂonl hereunder, or from producing oll or
089 harounder by resson of scereity or Ino(ﬂmy 1o obtein br ube OMWM or maleriel, or by operation of force melsure, or by eny Feders! or #iste lew or eny order, rule os regulation of
govermenimeniel suthority, then white 80 prevented, lessse’s duly shelt be svspended, wﬂum shett noI e Nable lor latture 10 comply therewlth: and this lesse shatl be extended while
lm!umnm-nnwmnwmmnumobwmﬂﬂ“uwm Moﬂuwmwlmthchh-mhnmmld shatl

Mlncmundnﬂhun.m this Jease jo the y notwit 0.
10 delond the 11Me 16 said lend end sgrese thei letsse M He option may d!uhom eny taw, mortoage or o"uw Han upon aatd Innd, snd In the avent

ond
on solt le be »bmo-lod 10 such fien with the right to enlorce seme and to ‘royaities end shut-ln d settelying neme, wmmm lmpommmv of

» tights under the warranty, i thie lesse covere o i Interest in the oll or gee h wll or oy part of seid laid then the entire and widivided fee shrnple estete( Ll ]
'vom any perd o8 o which ihis lease oovers lans then such fult lnlcnn! shell be nnld only Inithe

hetoln !mlmd or ot} then fhe ve! .z’.mn shut.in royeity, snd other peyments, if an
wheh the interest thersin, It eny, covered by this lesse, besrs to the -hol od fee simple es{ate therein, Showid sny one or more of the periles ‘nomed sbove an fessore

I-I—Io nc‘eulo il lease, & sheli m-m-oln- e binding wpen IM porty or parties um“u the same,
11, Lesvon, e or his successors, heirs end on!qm. ».-n hm |M ngm L] sny | time to survender thie lease, in -holo orin pml to teeeor or his heirs, e, and nssigns by detiverl,
t of # shell be ri d loom alt ohtigat}

or meiling 8 refesse thereo! (o the fessor, or by pl ] nthe y In which seld land 4
od or impited, of IN8 sgre avlo ge 80 . ‘“MMWMMM]M o Mu duced in the prop tbnmnuhomomcovmodhﬂmnm

od by seld releine of velesses.

SUBJECT TO ATTACHED ADDENDUM

Execuied the day and year firat above wrilten,

Sun-West 0il & Gas, Inc..

By :
Shane sPear, ‘PréJ.’Ldent

RN
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's'-méow NEW MEXICO

INDIVIDUAL ACKNOWLEDGMENT (New Mexico Short Form)
County of . . . e
The lorogoing inatrument ‘was acknowledged boforo me this day of.
e by ; . e e . .
My Cotnmlssion expires ’ Notary Publie
STATEOF _.: Notary please type/print name -
INDIVIDUAL ACKNOWLEDGMENT (New Mexico Short Form)
County of
The foregoing instrument was acknowledged before me this _day of.
19 by

My Commission expires , 19 . , Notary Publie
STATE OF
lNDlVlDUAl. ACKNOWLFDGMFNT (New Mexlco Short Form)
Count.y of — P
The. foregolng Inatmment was ncknowlodged beforo me thll day of.
[ | SESEEE by’ . . . ‘
My Commhlsion expires. . 19 Notary Public

swm-:or S L
IN_DIVIDUALACKNOWLEDGMENT (New Mexico Short Form)
County ol ' S e : : ‘
_ 'l‘ho foregolnt inntmment wn ncknowlodged boforo me this . dny of
. hy — ’
T My Commission exnlros. 19 C LT , Notary Publicl
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STATE OF __NEW MEXTCO e - -
CORPORATION ACKNOWLEDGMENT (New Mexico Shart Form)
County of. LEA o ;
The foregoing instrument was aeknowledged i)eforo me this 20th day of . February 2001 49
by.—Shane Spear , as President
[ B S S A ,_"_"(‘,* § . .
avn 101 Sun-Wes : Ine. corporation
voss, On BEhall of waid: oormnthn .
.. My Comuiasion’ Expire 2002 i ~Notary Public

QTA'PE F CORPORATION ACKNOWLEDGMENT (New Mexico Short Form)
County of -
“Phe foregolng lnstrument wn' faeknowledged before rie this day of , 19
FHENORFRIE 1 0 . .
‘by JREVIEL LT L S . . President
of . S - _ a corporation
on behalf of said corporation. Tt ks s
. . oo TRYE i :
WS Contnlssion: Expiresie = v T v Notary Public
. g EPEE by ki r e :j"-"";‘z'(;-:'



ADDENDUM TO OIL AND GAS LEASE

Attached to and made a part of that certain Oil and Gas Lease, dated the 15th day
of February, 2001, between Sun-West Oil & Gas, Inc.,as LESSOR; and Gulf Coast QOil &
Gas Company, P. O. Box 1684, Midland, Texas 79702, as LESSEE:

12. At the expiration of the primary term of one (1) year hereof, this Lease
shall automatically terminate as to all horizons and formations located below the base of
the deepest formation from which there is then commercial production of oil and/or gas
from any well drilled on the leased premises pursuant to the terms of this lease.

13. Notwithstanding the applicable provisions of paragraph 3 of this Lease,
itis hereby understood and agreed that shut-in royalty payments for gas shall be $5.00 per
net mineral acre per annum, and it is also hereby understood and agreed that this lease
cannot be extended beyond the primary term by payments of shut-in gas royalty as set out
in said paragraph 3 for a longer term than two (2) years cumulative.

14. LESSEE shall require of any successor assignee to whom LESSEE
may assign or transfer all or any part of the Lease or lands embraced therein to assume
and agree to perform the obligations required of LESSEE under the terms of this Lease as
same now exists, or as same may be amended from time to time hereafter; provided,
however, that such assumption and agreement to perform by any successor or assignee
shall not relieve assumption and agreement to perform by any such successor or assignee
shall not relieve LESSEE from LESSEE 's responsibility for performance of the obligations
and duties herein.

EXECUTED the day and year first above written.

ATTEST:
%{ 2 / By:/g%mi/%%
Peggy J. Le ! Shane Spear U

President
Sun-West Oil & Gas, Inc.



