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~o. 5367--Genera 1 Land 
Office Lease Form Under 
?elinqui stvrent Act 

Rev t sed , Septell'ber 1987 
C.O· t-19-(9 -87) 

OIL NO GAS LEASE 

TH IS AGRHHEKT Is a-ade and entered Into thl s...lif.lLday of Ma y 19 9 7 , bet~en the State of Texas, act lng by aM 
:h·ou~h Its agent, g 1 ra Reed Ge o rge . Sole and Sepera t e PropertY 

of P.O. Dr awer 3!0, Bastrop lexas 78602 -------------------------------------
---------------------------------~-------------------------------sa id agent 

(G ive Permanent Address) 
~~In referred to as the o.mer of the soli (whether one or r.ore) , and Peowe l l Ene r gy Inc. 

----~~~--~~~~~~~77~~~~~~r-~~~-rn~.--------------------------of 600 North Marienfeld, Suite 1100, Midland. Texas 79 70 1 
(Give PenMncnt Address ) 

ncrc\na f te r called Les s~. 

1. rnM'Tl i!G CIJ,IJS£. For end In cons Ide rat I on of the anounts stated belo.. and of the covenants and egreerrcnts to be paId. 
lcpt and perforred by Lessee under t his lease , the State of, Texas . acting by ar)d t hrovgh the o.mer . of .. the .. soli , hereby grants, 
leases and lets unto Lessee , for the sole and only pur pose of prospecti ng end dr illing for and produc ing oil and gas, laying pipe 
liOI!s , bu i lding tanks, s tor ing oil and buildi ng ~r stations, t elephone lines and other stn~ctures thereon, to produce, save, 
take care of , treat end t ransport sa ld products of t he lease , t he following lands s ltuat ed In Reeve:; Covnty, 
State of Texas, to-wit: 

Block 54 . TWP 5 , T&P RR Co. Sy. 
Section 6: E/2, NW/4 

contalnlno __ ...;4::..8"'0"'------- acres, rrore or less. The bonus considerat ion paid for t his lease Is as follo..s: 

•• • • • • •• To t he State of Texas: Fiv e Thousand Nine Hund r ed and Four Do llars and 00/100 
Oo \Iar s ( s s·. 904 -00 •••• • • .. : 

• 
•••• ... : 

To t he owner of t he sol\: Five Thousand Nine Hundred and Four Dollars and 00/100 
Oo llar s (S 5 , 904 . 00 

Total bonus considera t ion: Eleven Thousand Eigh t Hundred and Eigh t and 00/100 
Oo liars (S ll , 808. 00 

• Tne tuta l bonus cons lderat I on pa ld represents a bonus of 
• • • • •--. ------- - - - -- Si xty ----- - -------- Do 1l ars-:-:(S:-:.-;6-:::o-.-=o-=o:-_-_-_-_-_-_-_-_-_- _- _- _- _- _- _- _--_-_-_-_-_-_-_-_-_-_-_-_-_-_-_- _-_-_:-)--p_e_r_a_c-re- .--on 

• •• 196 . 80 net acres . 

2. TIRX. Subject to t he ot her provi s ions In thi s lease , this lease sha ll be for a term of Two (2) years 
~~en thi s da te (here in called · pr iNry t ern· ) and as long t hereafter as oil and oas, or ' el ther of ther:~, Is produced In paylr19 
~.antltles • fr om said land. 

' As used In thi s lease , the t enn · produced In paylr19 quant It les· rreans that the receipts f rom the sale or other author \leo 
ccr.r-crc Ia 1 use of the substance( s) covered exc~d ovt of pocket ope rat lona 1 expenses for the s lx r.onths Ia st past. 
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3. DELAY REKTIII..S . If no wel l Is conrenccd on the leased premises on or before one (I) year from thi s date, this lease 
shall termina te, unless on or before such anniversary date Lessee shall pay or tender to the owner of the soli or to his creo t 

, --------------------;------;-::-;-::-::;:-:-;:-;-:::::-;:::-=::-;:;::--:;:::;::~;:::~;:;:;;; Bani .. In the_ 
at , or Its successors (which shall continue as t he deposi tory regardles. o! 
changes In the ownership of said land) , the arrount specified below; In addition, Lessee shall pay or tender to the COI'.MISSIO!tt'< 
Of THE GENERAl. LANO OffiC( Of THE STATE Of TEMS, AT AUSTIN, TEMS, a like sum on or before sa ld date . Payrrents under this 
paragraph sha 11 operate as a rent a 1 and sha II cover the pr lv liege of deferring the COIT!rencement of " we II for one (I) year I roe 
said date. Paytrents under this paragraph shall be In the following ~nts: 

To the owner of the soil: Four Hundred Ninety-Two and 00/100 
Oollars 0 492 . 00 

00/100 To the State of Texas : Four Hundred Ninety- Tow and 
Oollars (S 492 . 00 

Tota I Renta I: Nine Hundred Eighty- Four and 00/100 
Collars (S 984 . 00 

1 n a like manner and upon like payn:!nts or tenders anrua lly, t he cOIT!rencement of a we II r.11y be further deferred for success lve 
periods of one (I) year each durln<J the prlr..ary term. All paytrents or tenders of rental to the owner of the soil r..ay be r..ade by 
check or sight draft of Lessee , or any assignee of this lease, and r..ay be del lver\:d on or before the rental paying date. If the 
bank designated In this paragraph (or Its successor bank) should · cease -to ·ulst.-; suspend business; liquidate, fa ll or be 
succeeded by another bank, or for any reason fall or refuse to accept rental, Lessee shall not be held In default for failure to 
rrake such paytrents or tenders of rental until thirty (30} days after the owner of the soli shall deliver to Lessee a prope­
recordab le lnstru.-ent naming another bank as agent to rece lve such payrrent s or tenders . 

4. PRCOUC'TIOO ROYALTIES . When production of oil and/or gas Is secured during the term of this lease, Lessee agrees to pcy 
or cause to be pa ld one-ha If ( 1/2) of the r oya 1 ty prov lded for In thl s lease t o the Comnl ss loner of t he Genera 1 Land Off Ice of 
the State of Texas , at Austin, Texas, and one-half (1/2) of such royalty t o the owner of the soil: 

(a) OIL. Royalty payable on oil , "ntalch Is defined as Including all hydrocarbons produced In a liquid form at the rrouth of 
the well and also as all condensat e, distillate, and other l iqu id hydrocarbons recovered from oil or gas run through a separate• 
or other equlptrCnt, as hereinafter provided, shall b~------23%----------- part of t he gross production or the r..arket 
value thereof. at the option of the owner of the soil or the Comnlss loner of t he General land Office, such value to be determined 
by 1) the highest posted price , plus premium, If any, of fered or paid for oi l , condensate , distillate, or other liquid 
hydrocar bons, respectively, of a like type end gravi ty In the genera l area where produced and when run, or 2) the highest rarket 
price t hereof offered or paid In the general area "n'here produced and when T'IJn, or 3) t he gross proceeds of the sale t hereo' . 
whichever Is greatest . lessee agrees that before any gas produced from the leased pn:mlses Is sold, used or processed In a 
plant . It will be run free of cost to the part les entItled to roy a 1 t les t hrough an adequat e oil and gas separator of convent lona I 
type, or other equ lptrCnt at least as eff lc lent , so tha t all l iqu id hydrocarbons recoverable fr0111 the gas by such ~reans wil l be 
recovered. The requ lretrent that such gas be run through e separator or other equlptrCnt r..ay be waived In wrltln<J by the royalty 
owners upon such terms and condi t ions as they prescribe . 

(b) H0N PROCE.SSCD GAS. Royalty on any gas (lncludln<J f lared gas) , which Is defined as all hydrocarbons and gaseous 
substances not defined as oil In subparagraph (a) above, produced from any wel l on said land (except as provided herein with 
respect to gas processed In e plant for the extract ion of gasoline , liquid hydrocarbons or other products) shall 
be--- --23%---------- part of the gross production or the market value t hereof . at the option of the owner of the son or 
the Comnlssloner of the General land Office , such value to. be based on the highest r..arket price paid or offered for gas ot 
ccxrparable quality In t he general area where produced and when run, or the gross price paid or offered to the producer , whichever 
Is greater; provided that the maxlnun pressure base In measurln<J the gas under t his lease shall not at any tlrre exceed 1.;.6S 
pounds per square Inch absolute, and the standard base t en-perature sha l l be sixty (60) degrees Fahrenheit, correction to be rade 
for pressure according to Boyle' s law, and for specific gravi ty accordln<J to tests l!llde by the Balance llethod or by the rost 
approved rethod of testi ng be ing used by the Industry at the tire of t est ing. 

(c) PROCE.SseJ GAS . Royal ty on any gas processed In a gasoline plant or other plant for t he recovery of gasoline or other 
liquid hydrocarbons shall be- - - - - - - 23%------ --------- art of t he residue gas and t he liquid hydrocarbons extracted 
or the r.arket value t hereof. at the opt I on of the owner of the. so 11 or t he Comnlss loner · of the Genera 1 Land Off Ice . A 11 
royal t ies due herein shall be based on one hundred percent (100%) of t he tota l plant production of residue gas attri butable to 
gas produced from this lease, and on fifty percent (50%) , or that percent accruln<J to Lessee , 'n!llchever Is greater, of t he total 
plant production of liquid hydrocarbons attributable to tho gas produced from this lease; provided t hat If liquid hydrocarbons 

\ 
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are recovered from gas processed In a plant In l<fllch Lessee (or Its parent, subsidiary or affiliate) owns an Interest, t hen the 
percentage applicable to liquid hydrocarbons shall be fifty percent (SO'r) or the highest percent accruing to a third party 
processing gas through such plant under a processing agreemant negotiated at ann's length (or If there Is no such third par ty, 
the highest percent then being specified In processing agreer.-ents or contracts In the Industry), "hlchever Is greater. The 
respective royalties on residue gas and on liquid hydrocarbons shall be determined by 1) t he highest market pr ice paid or offered 
for any gas (or liqu id hydrocarbons) of C00'9arable quality In the general area , or 2) the gross price paid or offered for such 
residue gas (or the weighted average gross selling price for the respective grades of liquid hydrocarbons, F.O.B. at the plant In 
•'ll lch sa ld gas Is processed). lofllchever Is greater. 

(d) OTIIER PROOIJCTS. Royalty on carbon black, sulphur or aey other products produced or ronufactured from gas (except lng 
liquid hydrocarbons) whether said gas be "casinghead, · "dry, • or any other gas, by fractionating, burning or any other processing 
sha II be--- ---23% --- - -------- part of the gross production of such products, or t he market value thereof, at t he opt ion 
of the owner of the soli or t he Comnlsstoner of the General Land Office, such market value to be deternlned as follows: 1) o~ 
the basts of t he highest market price of each product for the sare li'Onth In lofllch such product Is produced, or 2) on the bas ts of 
the average gross sale price of each product for the sa~ro li'Onth .. tn wh ich such product- Is sold, whichever Is great er. 

5. llllllKI.Ri ROYI\I..TY. for each calendar year following the date of the expiration of the prlrrary term when this lease Is 
he ld for aey pert of such calendar year by production, the royalty received under t his lease rrust not be less t han an arount 
equal to t he t otal ani'I<Jal .delay rental provided for In Paragraph 3. If Paragraph 3 of this lease does not specify a delay rental 
z.C"Ount , then for the purposes of this paragraph, the deley rental MOUnt shall be one do llar (Sl.OO) per•acre. 

6. ROYN..TY Ill Kit(). Notwithstanding aey other provision In t his lease, at aey tire or frcr.t tir-e to tire, the owner of t he 
soil or the Ccmntss loner of the General Land Office ma.y, at the option of either . upon not less t han sixty (60) days notice to 
the holder of t he lease , r equire t hat t he peyrent of any royalt ies accruing to such royalty owner under thi s lease be Nde In 
kInd. 

7. 110 0€0UCTIOtiS. Lessee agrees that all roya lties accruing under this lease (Including those paid In kind) sha ll be 
wi thout deduction for the cost of produc ing, gathering , stor ing, separating, treating, dehydrati ng , CO'"'Oress lng , processing, 
t ransporting , and otherwise mak ing the oil, gas and other products hereunder ready for sale or use. Lessee agrees to C00'9Ute and 
pay royalties on the gross value r eceived , Including any rolrrbursoocnts for severance taxes and production related costs . 

8. PLAKT rua N'D RECYCLfD GAS . Ho royalty shall be payable on any gas as ray represent thi s lease' s proportionate share 
of any fuel used to process gas produced hereunder In any processing plant. Hotwlthstandlng aey ot her prov ision of this lease, 
and subject to t he written consent of t he owner of the soil and t he Con\sstoner of the General Land Office, Lessee .-.ay recyde 

0 0 
gas for gas lift purposes on the leased prantses or for Inject ion Into any oil or gas producing fol'1l\ltlon underlyi ng the leased 

: o premises after the liquid hydrocar bons contained In t he gas have been removed : no royalties shall be payable on t he recycled gas 
00u~lt 11 It Is produced and sold or used by Lessee In a renner l<fllch entitles the royalty owners to a royalty under this lease . .... . .. . : 

9. ROYALTY PAYXEKTS Am REPOOTS . All roya lt ies l<fllch aro required to be pa id to the CCM:IIssloner of the Genera l Land 
Office under this lease shall be due and peyable In t he following ~renner: Royalty on oil Is due and rust be received In the 

0
:

00 General Land Of fice on or before t he Sth _d~ of t he second 1r0nth succeed ing tho 1r0nth of production , and royalty on gas Is due 
0000 

and rust be received In the General Land Office on or before the 15th d~ of tho second li'Onth succeeding the 1r0nth of production, 
acc01r9anled by t he affidavit of tho owner, manager or other authorized agent , C00'9leted In the form and N Mer prescribed by the 
General Land Office and sh~lng the gross 41!0Unt and disposition of all oi l and gas produced and the ~rerket value of the oil and 
gas, tOQether with a copy of all docurents, records or reports conf lrnlng tho gross production, disposition and l:'arket value 

0 ° • o Includ ing gas rooter read ings, pipeli ne receipts, gas line receipts and ot her checks or m:roranda of a:rount produced and put Into 
0 OOo 0 pipel ines , t anks, or pools and gas lines or gas storage , and any other reports or records l<fllch t he General Land Office rMy 

requIre to ver lfy the gross. product ton , d lspos It \on and market value , Each roy a 1 ty peyrent sha 11 be acc00'94o led by a check stub, 
schedule, sumnary or other remittance advice showing by t he esslgned General Land Office lease nld>er, the am:>unt of roya lty 
being paid on each lease. If Lessee peys his royalty late but on or before thirty (30) deys after the royalty pa}'!Oent was due, 
then Lessee ~es a penal t y of &'r of the royalty or $25.00 , lofllchever Is great er. A royalty payrent l<fllch Is over thirty (30) 
days late shall accrue a penalty of lO'r of the royalty due or $25.00 , hhlchever Is greater. In addition to a penalty, roya lt ies 
shall accrue Interest at a rate of l2'r per year: such Interest will begin accruing when t he royalty Is sixty (60) days overdue. 
Affidavi ts and supporting documents lofllch are not filed loflen duo shall Incur a penalty In an MOUnt set by the Genera l Land 
Office administrat ive rule which Is effect ive on the date loflen the dfldavlts or supporting docwents ~re due. The l essee shall 

3 

--- ----------
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bear all responsibility for paying or causing royalties to be paid In the Nnner prescribed In this paragraph. Pay-cnt c' ••e 
delinquency penalty shall In no way operate to prohibi t the State's right of forfeiture as provided by law nor act to postpo"• 
the date on which royalties were orig inally due . The above pena lty provis ions shall not apply In cases of title dispute as to 
the State ' s portion of the royalty or to that portion of the royalty In dispute as to fair rr.arket value . Penalties due unee· 
this paragraph are subject to change In order to confom to any future penalty statutes. The State sha 11 have a f lrst lien u;x:~• 
all oil and gas produced from the area covered by this lease to secure the pay.;ent of all unpaid royalty and other s~ns of ror.ey 
that may becorrc due to the State under t his lease . 

10. PERIIITS, REPOOTS, AICO RESERVES. Lessee shall file al l drilling pemlts In t he nasre of the "State" and require eac~ 
well and/or tank battery on the leased premises to be des 1gnated by tho word "State• for !dent 1f !cat !on and report lng to tht 
Railroad Conm1sslon or any other goverrrnental agency. Written notlco of operations under t hi s lease shall be submitted to the 
Comn1ss loner of the Genera 1 Land Off Ice by Lessee five (5) d~ before spud date, cess at !on of product !on, workover, re-entry, 
temporary abandonment or abandorrnent of any well, and shall Include copies of Railroad Ca:r.l1ss1on foros for applicat ion to drill, 
well tests, Cat'lllotlon reports and plugging records . Lesst11 shall supply the General Land Office with any records, rretrOranda , 
accounts, reports, cutt ings and cores, or other 1nfonrat1on relative .to t he operation of .the above described premises, ~lch lilly 
be requested by the General Land Office, In addition to t hose herein express ly provided for. Lessee shall have an electrica l 
and/or r adioactivity survey !Mde on the bore-hole section, from t he base of t he surface casing t o t otal depth of well, of all 
wells drilled on the above described premises and shall transmit a true copy of t he log of each survey on each we ll to the 
General Land Office within fifteen (15) days after 1Mk 1ng of said survey. The Comn1ss1oner of the General Land Office reserves 
the r ight to require Lessee to aonually furnish the said Comnlss loner with Its best ·· possible est Irate ·of oil and gas reserves 
underlying this lease or allocable to this lease . 

11. OOY IIOl.E CV.USE. If, during the prlllllry term hereof and prior to discovery and production of oil or gas on said land, 
Less co should drill a dry hole or holes thereon, or If, after d lscovery and product I on of oil or gas , the production t he reo~ 
should cease from any cause , this lease shall not temlnate If, on or before the rental paying dat e next ensuing after the 
expiration of sixty (60) d~ from date of coopletlon of said dry hole or cessation of production, Lessee cCtm'Cnces addit ional 
drilling or reworking operations thereon, or "cc:mrences or reslDT'Cs the pa}'lrent of annual delay rental In t he sere ranner as 
provided In Paragraph 3 of this lease. If a dry hol e be coopleted and abandoned during the last year of the prkary teM, 
Lessee' s rights shall rC~Min In full force and effect without further operat ions until the expi N tlon of t he prlrary tern. 
Should the first well or any subsequent ~~ell drilled on t he above described land be coopleted as a shut- In oil or gas well within 
the prlll\lry term hereof, Lessee rr.ay resuroo pa}'lrent of annual rental In the Sam:! tr.lnner as provided In Paragraph 3 In this lease 
on or before the rental paying date next ensuing after sixty (60) days from t he date of Cat'llletlon of such shut- In oil or gas 
~~ell , and upon the failure to !Mke such annual rental pa}'lrent, t his lease shall Ipso facto tennlnate. If at the expirat ion o' 
tho prlll\lry term or at any tl100 thereafter a shut-In oil or gas well Is located on the leased premises, pa}'lrents ray be 11\lde In 
accordance wl th the provIsIons of Paragraph 14 of thIs lease. 

12. OOILLIHG N'D R&llU<IHG AT EXPIRATIOII Of PRIHAA.Y IDU!. If, at t he expiration of tho prlr..ilry tenn, neither o11 nor gas 
Is being produced on said land, but Lessee 1s then engaged In drilling or reworking operations t hereon, this lease shall rer.a ln 
In force so long as operations on said wel l or for dr il ling or re110rldng of any addit ional well are prosecuted In good faith and 
In work!Mnllke rronner without Interruptions t otaling mre than sixty (60) days during any one such operation, and 1f they result 
In the product ion of oil and/or gas, so long thereafter as oil and/or gas Is produced In paylno quantities from said land, or 
payrront of shut- In oil or Qas well royalties or ccxrpensatory royalties Is r.ade as provided In t his lease: · 

13. CESSATIOII , llULLIHG 00 R&llU<IHG. In the event production of oil or gas on the leased premises after once obtained 
shall cease from any cause at the expiration of t he prkary terc hereof or at any tlr.o or t 1rres thereafter, this lease shall not 
terclnate If Lessee cc:mrences additional drilling or reworki ng operations within sixty (60) days t hereafter, end the lease sha ll 
remain In full force and effect so long as such operations continue In good faith and In a work~Mnllke rranncr without 
Interruptions totaling r.ore than s lxty (60) days dur lno any one such operatIon; and 1f such drilling or rework 1ng operat Ions 
resul t In the production of oil or gas , t he lease shall reraln In full force and effect so long as oil or gas Is produced 
therefrom In paying quantities or paj!rent of shut-In oil or Qas royalties or ccxrpensatory royalties Is !Mde as hereinafter 
provided or as provided elsewhere In the statutes of tho State of Texas . Lessee shall give written notice to the General Land 
Off ice within five (5) days of any cessation of production. 

14. SIIUT IH ROYALTIES . .If, at tho expiration of the primary t erm or at any t lrre t hereafter, a well or wells capable of 
producing oil or Qas In paying quantit ies Is located on t he leased premises but oil or gas Is not bei ng produced for lack of 
suitable production facilities or a suitable ~Mrket, and t he lease Is not being mlntalned In force and effect, Lessee NY pay as 
a shut-In oil or gas royalty an atrOunt equal t o double the annual rental provided In Paragraph 3 of t hi s lease but not less than 
$1,200 a year f or each well capable of producing oil or gas In paying quantities . If Paragraph 3 of this lease does not specify 

.L ____ _ ---- -. --·-· 
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a ce lay rental amount, then for the purposes of this paragraph, t he delay renta l amount shall be one dollar (SI.OO) per acre . 
My shut- In oil or gas royalty rrust be paid on or before: (1) the expirat ion of t he pr imary term, (2) 60 days af ter the lessee 
ceases to produce oil or gas from the leased premises, or (3) 60 days after lessee CCX!l>letes a dr i ll i ng and re1oo0rklng operat ion 
In accordance with the lease provisions; whichever date Is latest. Such pa}ml!nt shall be made one-half ( 1/ 2) to the Carmlss lo;,er 
of the Genera 1 Land Off Ice and one-ha 1 f (1/2) to the owner of the so I 1. If the shut- In o ll or gas roy a 1 ty Is pa ld, the lease 
shal l be considered to be a producing lease and the payrren~ shall extend the term of the lease for a period of one (I) year froo 
the end ·of the primary tetm or from the first day of the rronth next succeeding the rronth In llillch product ion ceased and after 
that, If no suitable production facilit ies or sui table market for the oil or gas exists, Lessee may extend t he lease for four ( ~ ) 
additional and successive periods of one year by paying the saJOO amount each year on or before the expirat ion of the extended 
term. If, dur ing the period t he lease Is kept In effect by pa}ml!nt of the shut- In oil or gas roya l ty , oi l or gas Is sold and 
del ivered In paying quanti t ies from a well located within 1,000 feet of t he leased pre:~lses and CCX!l>leted In the sane producing 
reservoir or, In any case In which drainage Is occurr ing, the right to continue to extend the lease by paying the shut - In oi l or 
gas royal ty shall cease. The lease shall remain effective for the remainder of t he year for loillch t he roya l ty has been paid and 
for four (4) additional and successive periods of one year each by the Lessee paying C()(!"C)ensatory royalty at t he roya l ty rate 
prov ided In tho lease of the value at the well of production from the well tl\at Is causing t he dra inage or that Is c~leted In 
the same producing reservoir and within 1,000 feet of the leased premises. The C(l(l"9ensatory royalty Is to be pa id rronthly, one­
half (1/2) t o the Comnlssloner of the General Land Office and one-half (1/2) to t he owner of the soi l , be<] lnnlng on or before the 
last day of the ronth next succeeding the rronth In l!illch the oil or gas Is sold and delivered from t he we ll. If t he COOl>CnSatory 
royalty paid In any 12-rronth period Is In an amount less than the annual shut-In oil or gas royalty, Lessee shall pay an arrount 
equal to t he difference within 30 days from the end of t he 12-ll"Onth period. Hone of these provisions will relieve Lessee of t he 
obligation of reasonable development or the obligat ion to drill offset wells as provided In Texas Hatura l Resources Code 
§52.173 . 

15. OEVELOP!EXT. Notwithstanding any provision of this lease to t he contrary, after a well produc ing, or capable of 
producing, oil or gas has been CCX!l>leted on the leased premises, Lessee shall exercise t he diligence of a reasonably prudent 
operator In drilling such a~dltlonal well or wells as may be reasonably necessary for t he proper development of t he leased 
premises and In market ing the oil and gas produced. In the event this lease Is In force and effect t hree (3) years af ter t he 
expiration date of the priEMry term, It shall then terminate as to all of the leased premises, EXCEPT: 1) 40 acres surrounding 
each producing oil well and 320 acres surrounding each produc ing gas well (Including a shut- In oil or gas well as provided In 

Paragraph 14 of this lease), or a well upon l!illch Lessee Is then engaged In continuous drilling or reworki ng operations , or 2) 
the nurrber of acres Included In a producing pooled unit pursuant to Texas Hatural Resources Code §52.151 - §52. 153, or 3) such 
greater or lesser oorrber of acres as may t hen be allocated f or production purposes to a proration unit for each such producing 
well under t he rules and regulations of the Railroad Conmlsslon of Texas , or any successor agency, or other govern:rental 
authority having jurisdiction. "Producing" as used In this lease rreans produc ing In paying quantities. The acreage retai ned 

•• under this provision as t o each well shall, as nearly as practical, be In the form of a square with t he well located In the 
: •.center or In ~uch other shape as EMY be approved by t he Comnlssloner of the General Land Office. Lessee shall execute and record •• • • •• ~ release or releases containing a satisfactory description of t he acreage terminated under this prov ision, and the r ecorded 
•• • ~ease, or a certified copy of sarre, shall be filed In the General Land Office , acccxrpanled by t he prescr ibed f iling fee • 

• 
••• 16. OFFSET Wfl.l.S. Neither t he bonus, delay rentals, nor royalties paid, or to be ·pald, under t his lease sha ll re lieve 

• • •: ~essce of his obllgat I on to protect the oil and gas under the above-described land from bei ng draI ned . To prevent drainage, 
Lessee Is obligated to drill as many wells as the facts EMy justify and to the depth or depths necessar y for effect i ve protect ion 
aga inst undue drainage. In addition, If a draining welll!illch Is producing In c0!1100rclal quantities Is located within 1, 000 feet 
of the above-described land, or In any case loilere the above described land Is being drained, Lessee Is statutorily o~llgated to 
dri l l an offset well on the leased premises wi thin 100 days after the draining well begins production In c<n:llrc la l quantities . . .. 

•.· •• • Failure to satisfy t he statutory offset obligation may subject this leaso and the owner of the so il's agency r ights to 
forfeiture . Only upon the determination of t he Comnlssloner of the General Land Office and with Ills written approva l roy the 
pa}ml!nt of CCX!l>Cnsatory royalty satisfy obligation to drill an offset well or wells required under thi s paragraph . 

17 . FOOCE AAJEU\E. If. after a good faith effort, Lessee Is prevented from COOl> lYing with any express or l~rplled covenant 
of this lease, from conducting drilling operations on the · leased premises, or from producing oil or gas fron the leased prenlses 
by reason of war, rebellion, riots, strikes, acts of God, or any va lid order, rule or re<]ulatlon of governr.ent authority, t hen 
~nile so prevented, Lessee's obligation to c~ly with such covenant shall be suspended and Lessee shall not be l iable for 
damages for failure to CCX!l>lY with such covenants; additiona lly, this lease shall be extended l!illle Lessee Is prevented, by any 
such cause , from conducting drilling and reworking operations or f rom producing oil or gas from the leased premises. HMlVer, 
nothing In this paragraph shall suspend the payrrent of delay rentals In order to maintain t his lease In effect during t he primary 
term In the absence of such drilling or ~rklng operat ions or production of oil or gas. 

---4-- f? 
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18. WAAAAKTY ClAUSE. The owner of the so11 ... arrants and agrees to defend title to the leased premises. If the o ... ner of 
the soil defaults In paysrents owed on the teased premises , then Lessee IMY redeem the rights of the owner of the so11 In the 
teased premises by paying any mortgage, taxes or other liens on the leased premises. If Lessee rukes pay.cents on behalf of the 
owner of the soli under th is paragraph, Lessee roy recover the cost of these pa}"!rents from the rental and royalties due the owner 
of the sol t. 

19. PROI'OOTIOIIATE RfDUCT!OH a.J.USE. If t he owner of the soil owns less t han the entire undivided surface estate In the 
above described land , ~ohether or not Lessee's Interest Is specified herein, then the royalties and rental herein provided to be 
paid to t he owner of t he so11 shall be pa id to him In the proportion which his Interest bears to the entire undivided surface 
estate and the roya l t les and rental here In prov lded to be pa ld to the Comnl ss loner of the Genera 1 Land Off Ice of the State of 
Texas shall be likewise proportionately n!duced. However, before Lessee adjusts the royalty or n!ntal due to the Cor:nlssloner of 
the General land Office, Lessee or his authorized representative rust submi t to the Comnlssloner of t he General Land Office a 
I!Tltten statement which expla ins t he discrepancy between t he Interest purportedly leased under this lease and the actual Interest 
owned by the owner of the sol\. The Comnlssloner of the GeReral Land Office shall be paid t he value of the whole production 
allocable to any undivided Interest not covered by a lease, less the proportionate development and production cost allocable to 
such undivided Interest. However, In no event shall the Comnlssloner of t he General Land Office receive as a royalty on the 
gross production allocable to the undivided Interest not leased an aJI"OUnt less than the value of one-sixteenth (1/16) of such 
gross product I on . 

20. USE Of WATER. Lessee sha 11 have the r lght to use water produced on sa ld land necessary for ope rat Ions under thl s lease 
except water from we 1\ s or tanks of the owner of the soil; provided , ho.~ever , Lessee sha 11 not use potable ,.ater or ...ater 
suitable for livestock or Irrigation purposes for waterflood operations without the prior consent of the owner of the sol\. 

21. AlffiiOOIZED Ot\"1\GES. Lessee sha 11 pay the owner of the so 11 for damages caused by Its operatIons to a l 1 persona l 
property, llfllrovements, livestock and crops on sa id land. 

22 . PIPaiHE OEPnt . llhen requested by the owner of the soil, Lessee shall bury lts pipelines below plo.~ depth. 

23. 1/8.1.. LOCATIOH UKIT. l!o well shalt be drilled nearer than n.o hundred (200) feet to any house or barn now on sa id 
premises without the written consent of the owner of the sol t. 

24 . COIISERVfiTIOII CVJ.JSE. Lessee shall have the exclusive r ight to build, operate and rulntaln pits, reservoirs, pickup 
stations and plants for t he purpose of plcldng up and conserving ... aste oil that f l~ down t he creeks, ravines and across the 
leased premises, whether such waste oil Is produced from t he leased premises or from other lands. Royalties, as provided In this 
lease for regularly produced oil , are also owed on all such waste oil. 

25. ROOVAL. Of EQUIMJ(T. Subject to limitations In t his paragraph, Lessee shall have t he right t o remove ruchlnery and 
fixtures placed by Lessee on the leased premises, Including tho right to draw and remove casing, within one hundred twenty (120) 
days after the expiration or the t ermination of this lease unless t he Ql(Ofr of the soil grants Lessee an extension of t his 120· 
day period. However, Lessee IMY not re100vo casing .fran any 'ft(lll capable of producing oil and gas In paying quantities . 
Additiona lly, Lessee IMY not draw and re100ve casing until after thirty {30) days written notice t o t he Comnlss loner of the 
General Land Office and to t he owner of the soil . The owner of the soil shall becare the owner of any Nchlnery, fixtures, or 
casing which are not timely removed by Lessee under the teTT.lS of t his paragraph . 

26. (a) ASSIG»>EKTS. Under t he conditions contained In this paragraph and Paragraph 28 of this lease, the rights and 
estates of either party to this lease IMY be assigned , In whole or In part , and the provisions of this lease shall extend to and 
be binding upon their heirs, devisees, legal representatives , successors and assigns. Ho.~ever , a change or division In Ql(Oershlp 
of the land, n!ntals, or royalties will not enlarge t he obligat ions of ·Lessee, diminish the rights, privileges and estates of 
Lessee , llfllalr the effectiveness of any pa)l!rent l!l!dc by Lessee or IIJ"I)alr the effectiveness of any act per fon:-cd by Lessee. Md 
no change or division In ownership of the land, rentals; or royalties shall bind Lessee for any purpose until thirty (30) days 
after t he owner of the soil (or his heirs, devisees, legal representatives or assigns) furnishes the Lessee with satisfactory 
written evidence of · the change In ownership, Including the original recorded ITLinlrents of tit le (or a certified copy of such 
original) when the ownership changed because of a conveyance. A total or partial assignment of this lease shall, to the extent 
of the lnten!st assigned, relieve and discharge Lessee of all subsequent obligat ions under thi s lease. If this lease Is assigned 
In Its entirety as to only par t of the acreage, t he right and option to pay n!ntals shall be apportioned as between the several 
o.10ers ratably, according to the area of each, and failure by one or more of them t o pay his share of the n!ntal shall not affect 
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this lease on the part of the land upon which pro rata rentals are t lrroly paid or tendered; however, If t he assignor or assignee 
does not f lle a cert t f ted copy of such ass tgnment In the Genera 1 Land Off Ice before the next rent a 1 paying date, the entIre lease 
shall terminate for failure t o pay the entire rental due under Paragraph 3. Every assignee sha ll succeed to all rights and be 
subject to all obligat ions , liabilities, and penalties owed t o the State by the origi nal lessee or any pr ior assignee of the 
lease , Including any liabilities to the State for unpaid royalties. 

(b) ASSIQ()I£J{T LitiiTATIOII. Notwithstanding any provision In Paragraph 26(a). If the owner of the soil acquires this lease 
In whole or In part by ass tgrvrent wl thout the prior wrI t ten approva 1 of the Comntss toner of the Genera 1 Land Off Ice. thIs lease 
Is void as of the ttrro of assignment and the agency power of the owner may be forfeited by the Coarnlssloner. An asstgrrent will 
be treated as If It ><ere made to the owner of the soil If t he assignee Is: 

(1) a nominee of the owner of t he soil ; 
(2) a corporation or subsidiary In which t he owner of the soil Is a principal stockholder or Is an efTllloyee of such a 

corporat ton or subs ldlary; 
(3) a partnership In which the owner of the soi l Is a partner.or .ls an e!Tployee of such a partnership; 
(4) a princ ipal stockholder or employee of the corporation wh ich Is the owner of the soil; 
(5) a partner or efTllloyee In a par t nership which Is the owner of t he soil; 
(6) a f iduciary for the owner of the soil; Including but not lt ~:~l ted to a guardian, trus tee, executor, administrator, 

receiver, or conservator for the owner of the soil; or 
(7) a family rrerrber of the owner of the soil or related to the owner of the soil by 11\lrrlage, blood, or adoption . 

27. RaEASES. Under t he conditions contaIned In this paragraph and Paragraph 28, Lessee may at any t trro execute and 
~ellver to the owner of t he soil and place of record a release or releases covering any portion or portions of the leased 
prenlses . and thereby surrender thl s l ease as t o such port ton or port Ions, and be re lleved of all subsequent ob 1 I gat tons as to 
acreage surrendered. If any part of t his lease Is properly surrendered , t he delay rental due under this lease shall be reduced 
by the proportion tha t the surrendered acreage bears to the acreage which was covered by t his lease 11\'lTCdlately prior to such 
surrender; however , such release wi ll not relieve Lessee of any liabilities lltllch may have accrued under this lease prior to the 
surrender of such acreage. 

28. FILIHG OF ASSIGII!-eiTS MD RaEASES. If al l or any part of this lease Is assigned or released , such assignment or 
release rust be recorded In the county where t he land Is situated, and the recorded tnsti"\.Ul'Cnt, or a copy of the recorded 
tnstrurent certified by t he County Clerk of the county In wh ich the lnsti"\.Ul'Cnt Is recorded, !lUSt be filed tn t he General Land 
Office within 90 days of the last execution date accorrpanled by the prescribed fil ing fee . If any such asslgo1rent Is not so 
filed , the r ights acquired under this lease shall be subject to forfeiture at the option of the Connlssloner of the General Land 

•• Off ice. • • • • •• 
••• • 29. LEASE FILIIIG. It Is recognized t hat before this lease Is effective a certif ied copy of this lease (which ts tMde and 

• • •• cctt tfled by t he County Clerk fror.~ his records) shall be filed In the General Land Of fice In accordance with Texas Natural 
• Resources Code §52.183, and this lease shall not be binding upon the State unless It r ecites t he actual and true consideration 
••• td or promised for execution of this lease. The bonus due the State and t he prescribed f iling fee shall acccrpany such 

••• : certified copy to the General Land Office. 

••• 
• • • •• • 

30. OISCLOSU1.E CU'IIJS£. All provisions pertaining t o the lease of the above-described land have been Included In this 
tnstrurent , Including t he s tatement of the true consideration to be paid for the execution of this lease and the rights and 
duties of the parties. Any collateral agreerronts concerning the developrront of oil and gas frcn the leased prer.1lses which are 
not contained In this lease render this lease Invalid. 

31. F!OOCIAAY OOT't'. The o1<0er of t he soil owes the State a fiduciary duty and rrust fully disc lose any facts affecting the 
State' s Interest In t he leased prer.1lses. \!hen t he Interests of the owner of the sot 1 conflict with those of the State, t he owner 
of the soil Is obligat ed to put the State's Interests before his personal Interests. 

32 . FOOFEITm£. If Lessee shall fall or refuse to make the payment of any SLm within thirty days after It bec<res due, or 
If Lessee or an author ized agent shou ld knowingly JMke any false return or false report concerni ng production or drilling, or If 
Lessee shall fall or refuse to drill any offset well or ><ells In good faith as required by law and the rules and regulations 
adopt ed by the Comntssloner of the General Land Office, or If Lessee should fall to file report s in the manner required by law or 
fall to corrply with rules and regulations pro:rulgated by the General Land Office, the School Land Board, or the Ra ilroad 
Comntsston , or If Lessee should refuse the proper authority access t o the records pertaining to operations , or If Lessee or an 
author ized agent should kne~<lngly fall or refuse to give correct Information to the proper authori ty, or knowingly fal l or refuse 

-------------~ 
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to furnish the General Land Office a correct log of any M)ll, or If Lessee shall kno~lngly violate any of the r..aterlal provisions 
of thi s lease. or If t his lease Is assigned and the ass lgrtrent Is not filed In the General Land Office as required by law, the 
rights acquired under this lease shall be subject to for fei ture by t he Coonlssloner, and he shall forfeit sare .. nen suff iciently 
lnfonred of the fac ts which authorize a forfeiture , and when for feited the area shall agaln be subject to lease under the ter-s 
of the Rellnqulshrrent Act. However, nothing herein shall be construed as waiving the automatic termina tion of th is lease by 
operation of law or by reason of any special limitation arising hereunder. forfeitu res r..ay be set aside and this lease and all 
rights thereunder reins tated before the rights of another Intervene upon satisfactory evidence to the Comnissloner of the Genera l 
Land Office of future c~llance with t he provisions of the law and of this lease and the rules and regulations that r.ay ~e 
adopted re lat lve hereto. 

33. RAILRO/>D CCtfl!SSIOH IIEAAHtGS 00 W . Ho natura l gas or cas inghead gas, Including both associated and nonassoc lated 
gas , produced from the miner a 1 estate subject to thl s lease r.ay be sold or cont racted for sale to aey person for u 1 t Ire te use 
outs ide the State of Texas unless the Railroad Conmlss lon , after not ice and hear ing as provided In Title 3 of the Texas Natural 
Resources Code, f lnds. t hat : 

(a ) the person, agency, or ent i ty t hat executed t he lease In question does not require the natural gas or cas lng•ead 
gas to reet Its own exist ing needs for fuel; 

(b) no private or public hospita l, nursi ng horre, or other similar health-care facility In this State requires the 
natural gas or casinghead gas to rreet Its existing needs for fuel : 

(c ) no public or private school In this State that provides elerrentary, secondary, or higher educa t ion requires the 
natural gas or casinghead gas to rrect Its existing needs for fuel; 

(d ) no facility of t he State or of aey county, rrunlclpallty, or other polit ical subdiv ision In this Stat e requires the 
natural gas or casinghead gas to rreet Its existing needs for fuel : 

(e) no producer of food and fiber requires t he natural gas or casinghead gas necessary t o rreet the existing needs of 
Irrigation pumps and other r.ach lnery d irectly r elated to this production: and 

(f) no person who res ides In this State and who relies on natural gas or casinghead gas to provide In whole or part 
his existing needs for fuel or r aw l!'ater lal requires t he natural gas or casinghead gas t o reet those needs; 
provided , however , after notice and hearing as provided In Title 3 of the Texas Natural Resources Code the 
Ra il road Conmlsslon rray grant except ions to t hese provisions as set forth In Texas Natural Resources Code 
§52.296 . 

34 . This lease Is Issued under the provi s ions of Texas Natura l Resources Code §52.171 through §52.188, comronly known as 
the Re li nquishment Act, and other applicable statut es and arrendrrents t hereto, and If any provis ion In thi s lease does not confor­
to these statutes , the statutes will preva il over aey nonconforming lease provis ions . 

FOR ADDITI ONAL POOVISIONS , SEE "EXHIBIT A" ATrAO!ED HERETO AND MADE A PARI' HERIDF FOR ALL 
PURPOSES . 

IH IIITNESS \/HEREOf . th is lnstrurrent Is executed on the date fi rst above written . 

STATE OF TEXAS 

BY:.-:--:-:--:-:---------- - -­
Indlvldua lly and as agent for the State of Texas 

STATE OF TEXAS 
BY: _ _____________ _ 

Individua lly and as agent for the State of Texas 

STATE OF TEXAS 
BY: _ ____________ _ 

Ind ividual ly and as agent for the State of Texas 
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STATE OF TEXAS8 
COUNTY OF a5 ~op 

this the ~rc( day of ::Jl.t )u:,._ , 1997, Th is lns trui!'Cnt acknowledged before I1'C on. __ :.._ _ _ __:;;_:_ __ -=.. ____ __________ _ ___ by 

Rita Reed ,George , S . S . P . 

STATE OF TEXAS 

JILL TURNER GPIEEN 
t.ff COf,'MISSION Elt" RES 

February 21, 2001 

COUNTY OF _ _____ _ 

County, Texas 

This lnstrui!'Cnt acknowledged before rro on. ______ ______________________ .by 

Hotary Public In and for _ _ ________ Cou. nty , Texas 
Ky cannlss lon expi res : 

STATE OF TEXAS 
COUNTY OF ______ _ 

This lnst rurrent acknowledged before rro on'----- --- - - - - ------------- ----·bY 

•• : . 
••• . ··:· .. : 

• 
•• TATE OF TEXAS 

••• : c~urm OF ___ ____ .:. 

Hotary Public In and for ___ _____ _ _ .County, Texas 
Ky conmlss I on cxp Ires : 

This lns trui!'Cnt acknowledged before rre on _ ______ _____________________ b.y 

• 
• •• . . . 
• •• Kotary Public In and for __________ County, Texas 

Ky conn Iss I on expires : 
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Exhibit A 

Attached to and made a pan of that cenain oil and gas lease dated May 15, 1997 by and between, Rita Reed 
George, dealing in her sole and separate propeny, as lessor, and Penwell Energy, Inc., as lessee. 
Notwithstanding anything to the contrary in the foregoing printed form Oil, Gas and Mineral Lease. it is 
agreed and understood that the following provisions shall supplement or modify the forego ing as applicable. 

35. It is understood and agreed that this lease covers oil and gas only (including with oil and gas, all 
constituent clements thereof and all other liquid or liquefiable hydrocarbons and products o f every kind or 
character derived therefrom and produced therewith, including sulphur), and all minerals other than oil and 
gas arc excepted herefrom and reserved to Lessor. Including among the minerals reserved to Lessor and 
excluded from this lease are coal, uranium and lignite. 

36 After the end of the primary term, this lease may not be maintained in force solely by reason of shut-in 
royalty payments, as provided heretofore, for any one shut-in period of more than three (3) years, or, from 
time to t ime, for shoner periods which exceed three (3) cumulative years. It is maintained, should a viable 
market with a willing purchaser fo r such gas be found by Lessor to exist, Lessor may give Lessee written 
notice of such market and Lessee shall, after receipt of such notice have sixty (60) days within which to 
diligently commence the steps prerequisite to marketing such gas or demonstrate to Lessor's reasonable 
satisfaction that the market is not economically viable or the purchaser is not willing, and Lessee's failure to 
do one or the other shall be grounds for termination of this lease. 

37. Lessee shall pay for all damages to roads, fences, improvements, and growing crops caused by its 
operations hereunder, and will fill and level all pits and mounds, remove all board roads and board road 
materials, level and fi ll all ruts, and restore the surface of the ground to as near its original condition as is 
reasonably practical within a reasonable period of time after cessation of operations at each well on the 
leased premises. In addition, Lessee agrees to pay as surface damage $2500.00 per drill site location, 
$2000.00 per well for water used in drilling operations, and $2.00/yard for caliche used in operations. 

> 38. Notwithstanding any provisions to the contrary, at the expiration of the primary term this lease shall 
terminate as to all depths I 00 feet below the deepest producing formation on the leased premises. 

39. If Lessee, its successors or assigns, has completed a well on the leased premises, prior to the expiration 
of the primary term, which is capable of producing oil and/or gas in paying quantities, or, if at the expiration 
of the primary term hereof, Lessee is then engaged in actual drilling operations, this lease shall not 
terminate and shall remain in full force and efTect as to all acreage not then held in a governmentally 
allowed spacing unit so long as actual drilling operations on an additional well are commenced within 120 
days following the expiration of the primary term, and this lease shall continue in force for so long 
thereafter allowing not more than 120 days to elapse between the completion or abandonment of one well 
and the commencement of drilling operations for another well in a bona fide elTon to lind oil or gas until 
such time as the leased premises have been fully developed to a density of one well for each standard 
spacing or proration unit allowed by any Special Field Rules of the Texas Railroad Commission ofTexas, 
or, if no such Special Field Rules have been adopted by the Railroad Commission, then such spacing or 
prorat ion unit shall be deemed to be 40 acres as to oil wells and 320 acres for gas wells. If Lessee fails to 
commence said program or, if having commenced said program" fails to continue same, then this lease shall 
ipso facto terminate as to all acreage covered hereby, except only for a tract surrounding each well then 
producing, each of such tracts to contain a sufficient number of acres to conform to Railroad Commission 
Special Field Rules for a s tandard spacing or proration unit or, if there are no Special Field Rules, to 
contain the acreage as aforesaid for oil wells and gas wells. Without in any way limiting the rights of 
Lessor hereunder, if this lease terminates as to any ponion or ponions of the leased premises, Lessee 
expressly agrees to execute and deliver to Lessor a properly recordable instrument releasing such ponion or 
ponions of the leased premises. 

-------- -- -· --
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40. The provisions of paragraph 4 relating to pooling for oil shall only apply when and if an insufficient 
quantity of the leased premises remains unallocated to existing or drilling oil wells to support the drilling of 
an additional oil well of the type and depth contemplated by Lessee, and in such event Lessee may pool all 
of the remainder of the leased premises with other lands as to form a pooled oil unit. 

41. In the event a portion or portions of the land herein leased is pooled or unitized with other land so as to 
form a pooled unit or units, operations on, completion of a well upon, or production from such unit or units 
will not maintain this lease in force as to the land not included in such unit or units. The lease may be 
maintained in force as to any land hereby and not included in such unit or units in any manner provided for 
herein. 

42. The only deductions that are to be made on royalties payable hereunder will be for production taXes 
and severance taxes only. 

43. Should Horizontal Dri lling operations be utilized on the leased premises or lands pooled herewith, such 
operations and respective proration units shall be governed by the pertinent Governmental authority having 
jurisdiction. 

44. It is hereby understood and agreed that if production is established on said lands, and Lessee, his heirs, 
successors, or assigns, assigns away operations (that is a change in operator) then lessee, his heirs, 
successors, and assigns will notify all royalty owners of any such change. 

SIGNED FOR IDENTIFICATION: 

- -· 

1341 
~flY Pl!OVISION ftERrtl-' Y/111CH'R£STRir.TSll't ~..ltf PI'ITAl, 
j~ USE uF THf OESCRIB:O REA: m r::;·.' , <C~ · ">r l)f CO~OR 
"·l H:.Ci IS INVf.liO AND U'IEIJFGRCL<3Li t!':DER H!i:?).L 

FILED FOR RECORD ON THE_---'1=2=TH=.=...• ___ DAY OF __ ...;JUNE:..:::..::.:.=. _ _ _ _ _ A.D. 1997 AT 9 : 50 AM 

DULY RECORDED ON THE 13TH. 

BY: ,~ 1th:J (}I'LI)z1 
DAY OF _ _ _;JUNE:..:::..::.:.=. ___ _ _ A.D. 1997 AI 2 :00 PJft 

DEPUTY DIANNE 0 . FLOREZ. COUNTY CLERK 

REEVES COUNTY • TEXAS 

I 

--------------~--------------·----------------------------------~~ ~ -



Date Flied: ----'~""--.L.../ ::::....0 S-?~"-1 ___ _ 

BY--------------------------------

CERTIFIED TRUE AND CORRECT COPY CERTIFICATE 
STATE OF TEXAS 
COUNTY OF REEVES 
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Ho. 5357--Cenera 1 Land 
Office Le.~se Fonn Under 
Reltnqutstvrent ACl 
Revi sed, Septrber 1987 
CLO-L -19- (9-87) 

lHIS ACREEKEHl Is rede and enten!d Into thls..llf.!Lday of Mav 19..21_, betlo1!en the State of Texas, act lng by a~~ 
through Its agent, Warren Malcolm Clark , as Trustee of the Wafren ~alcalm ~~~@ 
Trust under the Will of Mabel Clark Reed of P.O . Drawer 10, astrop · x 78602 

--------------------------------------------------------~------------------------------sa id agent 
(Give Pe11!\!nent Address) 

hen! In refern!d to as the o.mer of the soil (whether one or IT'On!) , and peowel 1 Ene r gy Inc. 

----~~~~~~~--~~~~~-.r.vr-~T>~.-~~~~~~--------------------------01 
600 North Marienfeld , Suite llOO, Midland. Texas 79701 

(Ctve Pe11!\!nent Mdress) 
hen! lna f ter ca !led Lessee. 

1. OWfTIIIG CVJJSL for and tn cons tderat ton of the &10\Jnts stated belo.. and of the covenants and aor~nts to be pa td. 
kept and perfonred by Lessee under this lease, the State of, Tuas. act ing by and t hrough .the o.mer. of _the .. sot!, hereby grants, 
leases and lets unto Lessee, for the sole and only purpose of prospecting and drilling for and producing otl and gas, laying ptpe 
lines, bui lding tanks, storing otl and building polo1!r stations, telephone lines and other structures thereon, to produce, save, 
take can! of, t reat and transport sa td products of the lease, the following lands s ltuated In Reeves County, 
State of Texas, to-wtt: 

Block 54 , TWP 5 , T&P RR Co. Sy. 
Section 6 : E/2, NW/4 

contalntnq, ___ 4-'-"'8"'0 _______ acres , rore or less. The bonus consideration paid for this lease Is as fo llows: 

To the state of Texas:. ___ Tw __ o __ T_h_o_u~s::-a-:-n:-d __ N-:i n7e...,H~un-n;:-d;;-r-;e;;;d""'a_n_d __ F_i_f_t-:-y- -_Tw __ o __ a_n_d __ O_O_I_l_O_o ________________ _ 
Dollars (~ 2;952 . 00 ) 

To t he owner of the soll:_Tw=o~T:.!h.:.:o::u:::s:.:-a:.:n.:.:d:_;:N:.:i:.;n;.:e=-;;-;H~u:.:.n~d~r:=e:.::d~a:::n:.::d-=.F~i:.::f:.::t.!..y_-.:.T.;;.w.:.o...:::.an;.;.d.:....0.:.0.:.:../ .:.10.:.0.:._ ____________ __ 
Dollars(~ 2 952.00 ) 

Total bonus consideration: Five Thousand Nine Hundred and Four and 00/100 
Dollars (S 5 904 . 00 

The tuta 1 bonus cons ldera t I on pa ld represents a bonus of-:-:-:-::-=-~:-----------------------------------:----------­
----- ------ - - - Si xty -------------- Dollars ( r 60 . 00---------- -----------------------) per acre. on 

------------------~...!! ___ net acres . 

2. TIJ\Ii. Subject t o the other provis ions In this lease , thi s lease shall be for a tenn of Two (2) years 
frc:m this date (herein cal led · prlrory tenn;) and as long there.~fter as oil and gas, or'el t her of them, Is produced In pay!~ 
quant It les• from said land . 

' As used In this lease, the term ·produced In paylnq quant It les· means t ha t the receipts from the sale or other author ized 
COI!ITCrclal use of the substance(s) covered exceed out of pocket operational expenses for the six ronths last past. 

!v- ;?- 1 '// 

s 
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3. OELJIY REifTI\lS. If no well Is comronccd on the leased prernlses on or before one (I) year fran th i s date, this lease 
snail terminate, ~nlcss on or before such anniversary dHe Lessee shall pay or tender to t he owner of the so il or to his cred it 

Bank, 
In the--------------------------------------~--------~~~~~~==~~~~~~~~;,;~~~ 
at , or Its successors (which shall continue as the depository regard les> of 
cnan~es In the o-.nershl p of said land), the arrount specified below: In addition, Lessee shall pay or tender to t he CO!'.:iiSSJON£1! 
oc THE G<NERAL LAND OfFICE Of THE STATE Of TEXAS, AT AUSTIN , TEXAS, a like sum on or before sa ld date. Pay.rents under this 
paragrap~ sha 11 operate as a renta 1 and sha II cover the pr lv liege of deferring the com:-encerent of a we II for one ( 1) year f I'Or.l 

sa id <!ate. Pay.rents under this paragraph sha l l be In the following arrounts: 

To the o .. ner of the so II : __ _]Tw~oL]HtJ!ub!Jnrudotrr;e~dst_.tF~oJ:rftYv..:-~S!liJ!Xwal[n!,!;dWOLIOJJIL.lLJO.I.lO"------------------;------------­
Oollars ( ~ 246 . 00 

To the State of Texas: ____ _:Tw!!!:oQ_Hfu:!u!!n£!d!r~e.Qdc...!F~oe!r~t]y~-~S!]i!1xua!!nlJda..J0:!!0:L/u:.l O!,!O!L,. __________________ ;------------
Oollars (S 246 . 00 

Tota l Rental: ____________ jF~o~u~r~H~ub!JnlJdtr~e~d~N~i~n~e~t~v=l'l'w~o~a~n~d~O~Ou/~l~O~OL_ ______________ ~-------------
Oollars (S 492 . 00 

t n a like !Mnner and upon like pay.rents or t enders annually, the comroncernent of a well IMY be fu rther deferred for success lve 
periods of one (1) year each during the pri!Mry term. All pay.rents or tenders of rental to t he owner of the soil IMY be !Mde by 
check or s tght draf t of Lessee, or any ass tgnee of thIs lease, and IMY be de llvertod on or before t he rent a 1 paying date. If t he 
bank designated In t hi s paragraph (or Its successor bank) should · cease-to ·exist,-· suspend bus iness : liquidate, fall or be 
succeeded by another bank , o r for any reason fa II or refuse t o accept rent a 1, Lessee sha 11 not be he ld In defau 1 t for fa I lure t o 
ro~ke such pay.rents or tenders of rent a 1 unt II th lrty (30) days after the owner of t he so II s hall de liver t o Lessee a proper 
recon:lab le Ins t ruTent naming another bank as agent t o rece lve such pay.rents or tenders. 

4. 1'1\C:OUCTIOO ROYALTIES . llhen product I on of oil and/or gas Is secured during t he t erm of th i s lease, Lessee agrees to pay 
or cause to be paid one-half (1/2) of t he royalty provided for In this lease to the Comnlssloner of the General Land Of fi ce of 
the State of Texas, at Austin, Texas, and one-hal f (1/2) of such royalty t o t he owner of the soil : 

(a) OIL . Roya l ty payable on oil, l!illch Is defined as Including all hydrocarbons produced In a liquid form at t he rrouth of 
the we 11 and a I so as a II condensate, d 1st lllate, and other liquid hydrocarbons recovered f ran ott or gas run t hrough a separator 
or other equlpcrent, as hereinafter provided , shall be------- 23%- ---------- part of t he gross production or t he !Mrket 
va lue thereof, at the opt I on of the owner of t he soli or the Comnl ss loner of t he Genera 1 Land Off Ice, such value to be detennlned 
by 1) the highest pos ted price , plus premium, If any, offered or paid for oil , condensate, distillate, or other liquid 
hydrocarbons, respectively, of a like type and gravi t y In the general area where produced and when run, or 2) the highest IMrket 
prIce thereof offered or pa ld In t he genera 1 area ~onere produced and when run, or 3) the gross proceeds of t he sa I e thereof, 

• • l!illchever Is greatest. Lessee agrees that before any gas produced from t he leased promises Is sold, used or processed In a 
: • •• ; tant, It will be run free of cost to the parties entitled t o royalties through an adequate oil and gas separator of conventional 

• •••• type, or other equlpa-cnt at least as efficient , so t hat all liquid hydrocarbons recoverable f rom the gas by such rrcans will be 
•• • : recovered . The requ lrercnt that such gas be run t hrough a separator or ot her equlpcrent !My be waived In writing by the roya l ty 

owners upon such tenns ~nd conditions as t hey prescr ibe . • 
•• •• ... : 

• 
••• 

•••••• 

(b) H0H PROCESSCD W. Royalty on any gas (Including fla red gas), l!illch Is defi ned as all hydrocarbons and gaseous 
substances not defined as o11 In subparagraph (a) above, produced frotll any well on said land (except as provided herein with 
respect to gas processed In a plant for the ext raction of gasoline , liquid hydrocarbons or other product s) sha ll 
be-----23%-------- - - part of the gross product ion or the 11\ilrket value t hereof, at the option of the owner of the soli or 

t he Comnlssloner of the Genera l Land Office, s uch value to be based on the highest l:'.arket price paid or offered f or gas of 
corparable <;uallty In the general arl!4 where produced and l!ilen run, or t he gross price paid or offered to the producer, ~o!llchever 
Is greater: provided that the ruxlr:t.."11 pressure base In rreasurlng the gas under thi s lease shall not at any tlrre exceed 14.65 
pounds per square Inch absolute, and t he standard base terrperature shall be s lxty (60) degrees Fahrenheit, correct I on to be m!de 
for pressure according to Boyle's Lew, and for specific gravity accon:llng to tests !Mde by the Balance Hethod or by t he rost 
approved rrethod of testing being used by the Industry at the tin! of testing. 

(c) PROCESSCD GAS . Royalty on any gas processed In a gasoline plant or other plant for t he recovery of gasoline or other 
liquid hydrocarbons shall be------- 23%-------------- - art of t he residue gas and the liquid hydrocarbons extracted 

or t he r.arket va l ue thereof, at the option of the owner of the soli or t he COITTlllssloner of the General Land Office. All 

royalties due herein s hall be based on one hundred percent (100>:) of the total plant production of residue gas attributable t o 
gas produced from this lease, and on flfty..percent (50%) , or t hat percent accruing to Lessee, l!illchever Is greater, of the tota l 
plant product I on of liquid hydrocarbons attributabl e to t he gas produced frco this lease; provided t hat If liquid hydrocarbons 
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are recovered from gas processed In a plant In >.11\ch Lessee (or Its parent, subsidiary or affl Hate) owns an Interest, then : h~ 

percentage applicable to liquid hydrocarbons sha ll be fifty percent (50'<) or the highest percent accruing to a third party 
processing gas through such plant under a processing agreerrent ne<;)otlated at am's length (or If there Is no such third party 
the highest percent then b<!lng specified In process ing agreeaents or contracts In the Industry) , ~<h l chever Is greater. TM 
respect lve roya 1 t \es on res I due gas and on 1\qu ld hydrocarbons sha 11 be deteml ned by 1) t he h lghest market price pa ld or of r ered 
for any gas (or liquid hydrocarbons ) of c~arable quality In t he general area, or 2) t he gross pr ice paid or offered for such 
residue gas (or the Wl!lghted average gross selli ng price for the respective grades of liquid hydrocarbons , F.O.B. at the plant lr. 
wnlch sa id gas Is processed) , 'nlllchever Is greater. 

(d) ontrn PROOOCTS. Royalty on carbon black, sulphur or allY other products produced or manufactured frcxn gas (except 1~ 
llc;u ld hydrocarbons) whether sa ld oas be ·cas lnghead, • "dry, • or al\)' other gas, by fract lona t \no, burn \no or any other process I no 
shall b&------l3% ------------part of t he gross production of such products, or the ~rerket value thereof, at t he opt ton 
of the owner of the soil or tho Cocrmlssloner of t ho General Land Office, such r:-.arket value to be detemlned as foll<Ms : I) on 
the basis of the highest market price of each product for tho SaJre ronth In ~nlch such product Is produced, or 2) on the bas is of 
the average gross sale price of each product for the SMC ronth .. ln which such product- Is sold, whichever Is greater. 

5. 1\!K!KUII ROYALTY. for each calendar )'~!oar following the date of the expiration of the pr lmry tern wnen thi s lease Is 
held for al\)' part of such calendar year by production, the royalty received under this lease rrust not be less than an a:Tount 
equal to the tota l annual delay rental provided for In Paragraph 3. If Paragraph 3 of this lease does not s~Hy a delay r ent al 
~unt , then for the purposes of this paragraph, the daley rental a:rount shall be one dollar (Sl.OO) per•acre. 

6. ROYALTY IK KI~. Notwi t hstanding al\)' other provision In t his lease, at al\)' tlr.e or f r0111 tlr:-e to tlr.e, t he Qc.ner o' :~e 

so il or t he Cocrmlssloner of the General Land Office ~:~ay, at the option of <!lther, upon not less than sixty (60) days notice to 
the holder of the lease, require that t he pay.rent Qcf al\)' royalties accruing to such royalty ClWT1er under this lease be r:-.ade In 
kind. 

7. 110 OEDUCT!OHS. Lessee agrees that all royal t ies accruing under this lease (Including those paid In kind) sha ll be 
without deduction for the cost of producing , gathering, storing, separating, treating, dehydrat ing, corrpressl ng, processing, 
transporting, and otherwise making the Qcll, gas and other products hereunder reatty for sale or use. Lessee agroes to corpute and 
pay royalties on the gross value received, Including al\)' rell!burse1rents for severance taxes and production r e lated cos ts. 

8. PI.NIT FUEL 00 RECYCLED GAS . Ho roya 1 ty shall be payable on al\)' gas as my represent thIs lease' s proport lona t e share 
of al\)' fuel used to process gas produced hereunder In al\)' processing plant. Notwithstanding al\)' other provision of this lease , 
and subj&et t o the written consent of the ClWT1er of the soil and t he Carm\ssloner of the General Land Office, Lessee c;ay recycle 
gas for gas 11ft purposes on the leased premises or for Injection Into al\)' oil or gas producing formation underlying the leased 
premises after t he liquid hydrocarbons contained In the gas have been rerroved ; no royalties shall be payable on the recycled gas 
until It Is produced and sold or used by Lessee In a renner 'nlllch entitles the royalty owners to~ royalty under t his lease. 

9. ROYALTY PA\'l'.EXTS Nltl REPOOTS. All royalties 'nlllch aro required to be paid to the Comnlss\oner of t he General Land 
Office under this lease shall be duo and p~able In tho following manner: Royalty on o\1 Is due and rrust be received In the 
General Land Off ice on or before the Sth ,d~ of the second rronth succeeding tho rronth of production, and roya lty on gas Is C:•e 
and rrust be received In t he Genera 1 Land Office on or before the 15th dey of the s&eond ronth succeeding t he rronth of prOduct ton, 
accorrpanled by the affidavit of t he ClWT1er, mnagor or other authorhed agent, c~leted In the form and manner prescribed by the 
General Land Office and sh<Ming t he gross ~unt and disposition of all oil and gas produced and t he l:'.arket value of the oi l aod 
gas, tQcOether w\ th a copy of a 11 doa.urents , records or reports conf lmlng tho gross product \on , d lspos It \on and r.arket va I"~ 
Inc luding gas creter readings, pipeline receipts, gas line receipts and other checks or lre!T'Oranda of aJrOUnt produced and put lr:o 
pipelines, tanks, or pools and gas lines or gas storage, and al\)' other reports or records \ootllch the Genera l Land Off ice r.!y 
require to verify the gross product ion, disposition and market value. Each royalty pay.rent shall be acc~n led by a check stub, 
schedule , sumnary or other remittance advice showing by the assigned Genera 1 Land Off Ice lease nu:rber, t he ~un t of roya I ty 
being paid on each lease. If Lessee p~s his royalty late but on or before thirty (30) deys after the roya lty payr.ent was d•e . 
then Lessee CMes a penalty of Sic of the royalty or S2S .OO, whichever Is greater. A royalt y parent ~>Mch Is over t hir ty (30) 
days late shall accrue a penalty of 10% of the royalty due or S25.00, whichever Is greater. In addition t o a pen~ lty, royalties 
shall accrue Interest at a rate of 12% per year; such Interest will be<;lln accruing when the royalty Is sixty (60) days o~ere.e . 
Affidavits and supporting docLCrents \dllch are not filed when due shall Incur a penalty In an arrount set by the General La'~ 

Office administrative rule which Is effective on the date >men the affidavits or supporting docurrents Wl!re due. The Lessee shal l 

- ----·--·--- - ·- ---- - - - - -
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bear all responsibility for paying or caus ing royalties to be pa id In the ranner prescr ibed In t his paragraph. Pa)'"'(!nt o! the 
delinquency pena l ty shal l In no way operat e to prohibi t the State ' s right of forfe i ture as provided by law nor act to postpone 
the date on which royalties were origina lly due. The above penalty provi s ions shall not apply In cases of t it le disput e as to 
the State 's port ion of t he royalty or to t hat por t ion of the royalty In dispute as t o fa ir market va lue. Penalties due under 
this paragraph are subject t o change In order to confom to any fu ture penalty statutes. The Stat e shall have a first lien upon 
all oi l and gas produced from t he area covered by t hi s lease to secure t he pa)'IT"Cnt of all unpaid royalty and other s~rs of I'Oney 
that may becooc due to the State under this lease . 

10. PERIIITS , REPOOTS , MD RESERVES. Lessee shall f ile all drilli ng pemlts In the nan-e of t he "State" and r equire each 
wel l and/or tank battery on the leased premises to be des ignated by the word "State" for Identif ication and r eporti ng to the 
Railroad Comnl ss lon or any other goverrrrcnt al agency. Written not ice of operations under t his l ease shall be subcll t t ed to the 
Comnlssloner of the General Land Office by Lessee f ive (5) days before spud date , cessat ion of production, ..Ol'kover, re · entry, 
ter.porary abandonment or abandorrrcnt of any well, and sha 11 Include copies of Ra l lroad Cocmlss lon foms for appl lcat lon to dr ill, 
well tests , completIon reports and plugging records. Lessee shall supply the Genera 1 Land Off Ice wl th any records, rremoranda, 
accounts, r eports, cutt ings and cores, or other Information relative .to t he operation of .the above described premises, wh ich may 
be requested by the General Land Off ice, In addition to t hose herei n expressly provided for. Lessee shall have an e lec tr ica l 
and/or radioactivity survey made on the bore·holo section, from the base of t he surface casing to total depth of well, of a ll 
well s dr illed on t he above described promises and shall transmit a true copy of the log of each survey on each we ll to the 
Genera l Land Of f ice within fifteen (15) days after making of said survey. The Comnlssloner of the Genera l Land Office reserves 
the r ight to requ ire Lessee to aonua lly furnish t he sa id Comnlssloner with Its best possible estlr.ate ·of oi l and gas reserves 
underlying th is lease or allocable t o t his lease . 

11. OOY IIOLE CLAUSE. If, dur ing t he primary term hereof and pr ior t o discovery and product ion of oil or gas on said land, 
Lessee should dr ill a dry hole or holes t hereon, or If, after discovery and production of oil or gas, the production thereef 
should cease from any cause, this lease shal l not t erminate It , on or before t he rental payi ng date next ensuing after t he 
expira t ion of sixty (60) deys from date of completion of said dry hole or cessat ion of product ion , Lessee comrences additional 
dri lli ng or rework ing operations t hereon, or 'ccmrences or res\m'Cs the p8.}1Tent of annual delay renta l In t he sana nanner as 
provided In Paragraph 3 of this lease. If a dry hole be completed and abandoned duri ng t he last year of the prlrary tem, 
Lessee' s rights shal l re~M in In full force and effect wi thout further operations until t he expiration of the prlr.ary t em. 
Should the f irst well or any subsequent well drilled on the above descri bed land be completed as a shut · ln oi l or gas well within 
the primary term hereof , Lessee m1,y resl.ml pa.y.nent of annual rental In the saroo manner as provided In Paragraph 3 In this lease 
on or befoNl the renta l peylng date next ensuing after s ixty (60) days from t he date of completion of such shut · ln oil or gas 
we ll , and upon the fa ilure to make such aMual rental pay.rent , t his lease sha ll Ipso facto terminate . If at t he expiration of 
the prlll'olry term or at any tlrre t hereafter a shut-In oil or gas well Is located on t he leased pronlses, payrrcnts ray be r.ade In 
accoroance with t he provisions of Paragraph 14 of this lease. 

•• 12. CniLLIHC NID R.El!OOJOHC AT EXPIR.ATIOII Of PRIKAR.Y Ttllll. If, at the expiration of the pr lll'olry t erm, neither oil nor gas 
: • •• 1~ be ing produced on sa id land, but Lessee Is t hen engaged In dr i lli ng or rework ing operations thereon, t his lease shall r er.aln 

• •••• In force so long as operations on said well or for dril ling or reworking of any add it ional we ll aN! prosecuted In good faith and 
•• • • n workmanl ike manner without Interruptions t ota ling rorc t han s ixty (60) days dur ing any one such operat ion , and If t hey resul t 
• i n the product lon of ol) and/or gas , so long t hereafter as oil and/or gas Is produced In paying quant It lcs frco sa ld land , or 
~nt of shut- In oil or gas wel l r oyalties or compensatory royalties Is rade as provided In this lease . •••• ... : 

••• 
•••••• 

13. CfSSATIOH , llULLIHG AXD R£\IOOKIHG. In t he event production of oil or gas on t he leased premises after once obtained 
shall cease from any cause at t he expiration of t he primary t ern hereof or at any t lrre or t lrres thereaft er, this lease shall not 
tem lnate If Lessee ccmrences additional dr illi ng or rework ing operations within s ixty (60) days thereafter, and t he lease shall 
reM In In full force and effect so long as . such operations continue In good faith and In a workmanlike manner without 
Interruptions tot a ling more than sixty. (60) days during any one such operation: and If such dr il ling or reworking operat ions 
result In the product ion of oil or gas , the lease shall reM in In ful l force and effect so long as oil or gas Is produced 
therefrom In paying quantities or peyment of shut-I n oil or gas royalt ies or compensatory royalties Is made as hereinafte r 
provided or as provided elsewheNl In the statutes of the State of Texas . Lessee shall give wr i t ten notice t o t he Genera l Land 
Office with in five (S) days of any cessation of production . 

. 14. SlllfT IH ROYALTIES • .If, at the expiration of tho primary tem or at any t ire t hereaft er , a well or wells capable of 
producing oil or gas In payi ng quantities Is located on t he leased premises but oil or gas Is not being produced for lack of 
su itable production fac ili t ies or a suitable market , and the l ease Is not be ing ma inta ined In force and effect, Lessee ml.Y pay as 
a shu t·ln oil or gas royalty an amount equal to double t he annua l rental provided In Paragraph 3 of this lease but not less than 
S1,200 a year for each we ll capable of producing oil or gas In paying quantities . If Paragraph 3 of this lease does not specify 
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a delay rental arrount , t hen for the purposes of th is paragraph, t he delay rental amount shall be one do ll ar (Sl. OO) per acre. 
AA::I shut- In oil or gas royalty rrust be paid on or before: (l) the expiration of t he primary tern. (2) 60 days after t he lessee 
ceases to produce oil or gas from t he leased premises, or (3) 60 days after lessee completes a dr illing and rework lng operat lon 
In accordance with the lease provisions; whichever date Is latest. Such pa)lrent shall be made one- half (1/2) to t he COimllss lor,er 
of t he General Land Office and one-half (1/2) t o the owner of t he soil. If the shut-In oil or gas royalty Is paid, t he lease 
sha 11 be cons Ide red to be a produc lng lease and t he pa)lrent sha II extend the tenn of the lease for a per lod ol one (1) year f n>"l 
t he end o f t he primary t~nn or from t he first day of t he rronth next succeeding t he rronth In which production ceased and after 
t hat , If no suitable production facilities or suitable market for t he oil or gas exists, Lessee may extend the lease for four (4) 
addit ional and successive periods of one year by paying the sBJOO amount each year on or before t he expiration of the extended 
tenn. lf, during the period the lease Is kept In effect by pa}'!lll!nt of the shut-In oil or gas royal ty, oil or gas Is sold and 
de livered In paying quant ities from a well located within 1,000 feet of the leased prenlses and completed In the SBJOO producing 
reservoir or, In any case In which drainage Is occurring, t he right t o continue to extend t he lease by paying the s hut- In oil or 
gas royalty shall cease. The lease s hal l remain effectlv~ for t he remainder of t he year f or which t he royalty has been pa id and 
for four (4) additional and successive periods of one year each by the Lessee paying compensatory royalty at t he royalty r at e 
provided In the lease of the value at the well of production from the well tl\at Is causing t he drainage or that Is CCt"Pleted in 
the same producing reservoir and within 1,000 feet of the leased prenlses. The compensatory royalty Is to be paid rronthly, one­
half (1/2) to the Conmlssloner of the General Land Office and one-half (1/2) to the owner of t he soli, beg iMi ng on or before t he 
last day of the rronth next succeeding the rronth In which t he oil or gas Is sold and delivered from t he well. If the CCt"PCnsat ory 
royalty paid In any 12-rronth period Is In an amount less than the anrual s hut-In oil or gas royalty, Lessee s hall pay an arrount 
equal to tho difference with in 30 days from the end of t he 12-II'Onth period. · Kono of these provisions will relieve Lessee of t he 
obligat ion of reasonable developcrent or the obligation to drill offset wells as provided In Texas Hatural Resources Code 
§52.173. 

15. OEVaOPI£IIT. Notwithstanding any provision of this lease to the contrary, after a well produc ing, or capable of 

produci ng, oil or gas has been completed on the leased premises, Lessee shall exercise the diligence of a reasonably prudent 
operator In dr illing such additional well or wells as may be reasonab ly necessary f or t he proper developrent of the leased 

prer.~lses and In marketing the oil and gas produced . In the event this lease Is In force and effect three (3) years after t he 
expiration date of the primary tenn, It shall then t ennlnate as to all of the leased premises, EXCEPT: 1) 40 acres surrounding 
each produc ing oil well and 320 acres surround ing each produc ing gas well (Including a shut-In o il or gas well as provided In 

Paragraph H of t hi s lease). or a well upon which Lessee Is then engaged In continuous drilling or r eworking operations, or 2) 
t he nutrber of acres Included In a producing pooled unit pursuant to Texas Hatural Resources Code §52.151 - §52.153, or 3) such 
greater or lesser nutrber of acres as c-.ay then be allocated for production purposes to a proration unit for each such produc ing 
well under t he rules and regulations of the Railroad Conmlsslon of Texas, or any successor age ncy, or other govern-enta l 
authority having jurisdiction. ' Produci ng' as used In this lease means produci ng In paying quantities. The acreage retained 
under this provis ion as to each well shall, as nearly as practical, be In the fonn of a square with the well l ocated In t he 
center or In !uch other shape as may be approved by the Conmlssloner of the General Land Offi ce . Lessee shall execute and record 
a release or releases containing a satisfactory description of the acreage tenulnated under this provision, and the recorded 
release, or a certified copy of same, shall be filed In the General Land Office, accorrpanled by the prescribed fili ng fee . 

16. OffSET lc'EU.S. Helther t he borus, del~ rentals, nor royalties patd, or to be paid, under this lease s hall relieve 
Lessee of his obligation to protect tho oil and gas under the above-described land from being drained. To prevent drainage, 
Lessee Is obligated to drill as many wells as the facts may justify and t o the depth or depths necessary for effective protection 
against undue drainage. In addition , If a draining well which Is producing In conmerclal quantities Is located within 1,000 feet 
of the above-described land, or In any case where t he above described land Is being drained, Lessee Is statutorily obligated t o 
drill an offset well on the leased premises within 100 days after the draining well begins production In conmerclal quant ities. 
Failure to satisfy the s tatutory offset obligation may subject this lease and the owner of the soil's agency rights t o 
forfeiture . Only upon the detennlnat lon of t he Conmlssloner of the General Land Office and with his written approval may t he 
pa)lrent of compensatory royalty sat isfy obligati on to drill an offset well or ~lis required under t his paragraph . 

17 . FOOCE KAJEUIE. If, after a good faith effort, Lessee Is prevented f rom complying with aey e xpress or lap lied covenant 
of this lease, from conduct i ng drilling operations on t he leased premises , or f rom producing oil or gas from the l eased premises 
by r eason of war, rebe lli on , riots, strikes, acts of Cod, or any va lid order, rule or regulation of goverrvrent authority, t hen 

l<fl lle so prevented, Lessee's obligation to comply with such covenant shall be suspended and Lessee shall not be liable for 
da::2ges for fa ilure t o comply with such covenants ; additionally, this lease shall be extended ~onlle Lessee Is prevented, by any 
such cause , from conducting drilling and reworking operati ons or from producing oil or gas f rom the leased prer.~lses. However, 
nothing In this paragraph shall suspend the pa)lrent of delay rentals In order to maintain t his lease In effect during t he prlr:-ary 
tenn In the absence of such drilling or re'ftOrltlng operations or production of oil or gas. 
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18. IWUWfTY ClAUSE. The owner of t he soil warrants and agrees to defend title to the leased premises . If the owner of 
the sol I defaults In pa~nts owed on the leased premises, then Lessee may redeem t he rights of the owner of the soil In the 
leased premises by paying any rrortgage, ta~es or other liens on the leased premises. If Lessee makes payrrents on behalf of the 

owner of the soli under thIs paragraph , Lessee may recover the cost of these pa~nts from the renta 1 and roy a 1 t les due t he owner 
of the sol I. 

19 . PROPOOTIOIIATE REDUCTION a.AUSE. 1 f the owner of the soli owns less than the entIre undivided surface estate In the 
above described land, whether or not Lessee's Interest Is specified herein, then the royalties and rental herein provided to be 
paid to the owner of the soli shall be paid to hiC1 In t he proportion which his Interest bears to the entire undivided surface 
estate and the royalties and rental herein provided to be paid to t he Cormllssloner of t he General Land Office of t he State of 
Te~s shall be 11\tewlse proportionately reduced. However, before Lessee adjusts t he royalty or rental due to the Conrnlssloner of 
the General Land Office, Lessee or his authorized representative crust subr.llt to the Conrnlssloner of the General Land Of f ice a 
written statement which explains the discrepancy between the Interest purportedly leased under this lease and the actual Interest 
a. ned by the owner of the so 11. The Conrnlss loner of the Genera 1 Land Off Ice shall be pa ld the value of the whole product I on 
allocable to any undivided Interest not covered by a lease, less the proportionate development and production cost allocable to 
such undivided Interest. However, In no event shall the Comnlssloner of the General Land Off ice rece ive as a royalty on the 
gross product ton allocable to the undivided Interest not leased an arrount less than the value of one-s lxteenth ( 1/16} of such 
gross product ion. 

20 . USE Of WATER. Lessee shall have the right to use water produced on said land necessary for operations under this lease 
except water from wells or tanks of t he owner of tho soli: provided, however, Lessee shall not usc potable water or water 
su itable for livestock or Irrigation purposes for waterflood operations without t he prior consent of the owner of the soli . 

21. AIITHCRIZfD 011/'.AGES. Lessee shall pay the owner of t he soli for damages caused by Its operat ions to all personal 
property, I!Jllrovements, livestock and crops on said land. 

22. PIPaiKE DEPnt. \lhen requested by the owner of the soli, Lessee shall bury Its pi pelines below plow depth. 

23. liEU LOCATION LIKIT. No well shal l be drilled nearer than two hundred (200} feet to any house or bam now on said 
premises without the written consent of the owner of the soil . 

2~ . COIISERVATIOII ClAUSE. Lessee shall have the exclusive right to build, operate and ma intain pits, reservoirs, pickup 
stat ions and plants for t he purpose of picking up and conserving waste oil that flows down the creeks, ravines and across the 
leased premises, whether such waste oil Is produced from the leased premises or from other lands. Royalties, as provided In thi s 
lease for regularly produced oil, are al so owed on all such waste oil. . ... . 

• • • • 25. Rf}()VN.. Of EQUIPI'EKT •.. Subject to limitat ion$ In this paragraph, Lessee sha 11 have the right to remove machinery and 
• •• • • fixtures placed by lessee on the leased premises, Including the right to draw and remove cas ing, within one hundred twenty (120} 

• days after the expiration or the termination of this lease unless the owner of the soli grants Lessee an extension of this 120-
• day per iod . However, ·Lessee may not rerrove casing !rom any ~11 capable of producing oil and gas In paying quantities. 
•••• Add itional ly, Lessee may not draw and rerrove casing until after thirty (30} days written not ice t o the Conrnlssloner of the ... : 

Genera 1 Land Office and to the owner of the soil . The owner of the so li shall become the owner of any roachlnery, fixtures, or 

• 
• •• 

•••••• 

casing which are not t lrrely rerroved by lessee under t he terms of this paragraph . 

26 . (a} ASS!~. Under the conditions conta ined In t his paragraph and Paragraph 28 of this lease , the rights and 
estates of e i ther party to this lease may be assigned , In whole or In part, and the prov isions of this lease shall extend to and 
be binding upon their heirs, devisees, legal representatives, successors and assigns . However, a change or division In ownership 
of the land, rentals , or roya I ties will not enlarge the obligat ions of Lessee , diminish the rights , pr ivileges and estates of 
Lessee, I!Jllalr t he effectiveness of any payrrent made by Lessee or I~Tpalr the effectiveness of any act perfonrod by Lessee. Md 
no change or division In ownership of the land, rentals; or royalties shall bind Lessee for aey purpose unt il thirty (30} days 
after the owner of t he soil (or his heirs , devisees , legal representatives or assigns} furnishes the Lessee with satisfactory 
wr itten evidence of · t he change In ownership , Including tho original recorded ll'l.lnlrrents of title (or a cert ified copy of such 
or iginal} when the ownership changed because of a conveyance. A total · or parti al asslgnrent of this lease shall , to the extent 
of the Interest ass lgned, re llevc and dl scharge Lesseo of all subsequent ob II gat Ions under thIs lease. If this lease Is ass lgned 
In Its entirety as to only part of the acreage, t he right and option to·pay rentals shall be apportioned as between the several 
owners ratably, according to t he area of each, and failure by one or rrorc of them to pay his share of the rental shall not affect 
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this lease on the part of the land upon which pro rata rentals are timely paid or tendered; however, If the assignor or ass ignee 
does not file a certified copy of such assignment In t he General Land Office before the next rental paying date, the ent ire lease 
shall tennlnate for failure to pay the entire rental due under Paragraph 3. Every assignee shall succeed to al l rights and be 
subject to all obligations. liabilities, and penalties owed to the State by the original lessee or any prior ass ignee of the 
lease, Including any liabilities to the State for unpaid royalties. 

{b) ASSIQiH£KT LIKITI\TIOII. Notwithstanding any provision In Paragraph 26{a), If the owner of the soli acquires this \ease 
In whole or In part by assignment without the prior written approval of the Coomlssloner of the General Land Office, this lease 
Is void as of the tIme of ass lgnment and the agency power of the owner may be forfeited by the Comnlss loner. An ass lgment will 
be treate<l as If It ~remade to the owner of the soil If the assignee Is: 

( I ) a nominee of the owner of the soil; 
(2) a corporation or subsidiary In which the owner of the soil Is a principal stockholder or Is an errp loyee of such a 

corporation or subsidiary; • 
(3) a partnership In ~>'hlch the owner of the soil Is a partner. or .. ls an e~qJloyee of such a partnership; 
(4) a principal stockholder or e~qJloyee of the corporation ldllch Is the owner of the soil; 
(5) a partner or errployee In a partnership ldllch Is the owner of the soil; 
(6) a fiduciary for t he owner of the soil; Including but not limited to a guardian, trustee, executor, ad::~lnl strator . 

receiver, or conservator for the owner of the soil; or 
(7) a family rre<rber of t he owner of the soil or .. r elated to the owner of the soil by rorrlage, - blood, or adopt ion. 

27 . R£l...EI\SES. Under the conditions contained In this paragraph and Paragraph 28, Lessee may at any time execute and 
del iver to the owner of the soil and place of record a release or nlleases covering any portion or portions of the leased 
premises . and thereby surrender this lease as to such portion or portions , and be relieved of all subsequent obllgat Ions as to 
acreage surrendered. If any part of this lease Is properly surrendered , the delay rental due under this lease shall be reduced 
by t he proportion that the surrendered acreage bears to the acreage ldllch was covered by this lease lrnredlately prior to such 
surrender: however, such release will not re lleve Lessee of any llab Ill t les ldllch may have accrued under thIs lease prior to the 
surrender of such acreage. 

28. FILING Of ASSIGIII'ElO"S IX) R£l...EI\SES. If all or any part of this lease Is assigned or released, such ass lgrrent or 
release rust be recorded In the county ~<here the land Is situated, and the recorded lnstrurent, or a copy of the recorded 
lnstrurent certified by the County Clerk of the county In ~>hlch the Instrument Is recorded, rust be filed In the Genera l Land 
Office within 90 days of the last execution date acc00'9anled by the prescribed filing fee. If any such asslgn:rent Is not so 
f !led, the rights acquIred under thIs lease shall be subject t o forfeIture at t he opt I on of t he Comnlss loner of the Genera l Land 
Office. 

29 . LEASE FILIKG. It Is recognized that before this lease Is effective a certified copy of t his lease (ldllch Is r.ade and 
cert If led by the County Clerk from hIs records) shall be f lled In the General Land Off Ice In accordance wl th Texas Natura 1 
Resources Code §52.183, and this lease shall not be binding upon t he State unless It recites the actual and true considera tion 
paid or promised for execution of this lease. The bonus due the State and the prescribed filing fee shall acc()'!'(lany such 
cert If led copy to the General Land Of f Ice . 

30 . OlSCLOSU\E Cl.NJSL All provisions pertaining to the lease of t he above-described land have been Included In this 
lnstrurent, Including t he statement of the true consideration to be paid for t he execution of thh lease and the rl9hts and 
duties of the parties. Arty collateral agreements concerning the development of oll .and gas from t he leased premises ~<hlch are 
not contained In this lease render this lease lnva lid . 

31. FIOUCIAAY OUTY. The owner of the soil owes the State a fiduciary duty and II'IJSt fully disclose any facts affecti ng the 
State's Interest In the leased premises. \/hen the Interests of the owner of the soil conflict with those of the State, the owner 
of the soil Is obligated to put the State's Interests before his personal Interests. 

32. FOOFEil'UlE. If Lessee shall fall or refuse to make the pay.rent of any su:n within thirty days after It becomes due, or 
If Lessee or an authorized agent shou ld knowingly make any false return or false report concerning production or drilling, or If 
Lessee shall fall or refuse to drill any offset well or wells In good faith as required by law and the rules and regulations 
adopted by the Coomlssloner of the General Land Office, or If Lessee should fall to file reports In the manner required by law or 
fall to CO!T'lllY with rules and regulations pronulgated by the General Land Office , the School Land Board, or the Railroad 
C=lsslon, or If Lessee should refuse the proper authority access to the records pertaining to operations, or If Lessee or an 
authorized agent should knowingly fa ll or refuse to give correct Information to the proper authority, or knowingly fall or refuse 
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to furnish the General Land Office a correct log of any well , or If Less!!{! shall knowingly violate any of the material provisions 
of this lease, or If th is lease Is assigned and the asslgi"'T'Cnt Is not filed In the General Land Office as required by law, the 
rights acquired under this lease shall be subject to forfeiture by the Ca:mlssloner , and he shall forfe i t same when sufficiently 
inforr.cd of the facts which authorize a forfeiture , and when forfeited the area shall again be subject to lease under the ter.:1s 
of the Rellnqulsh!rent Act. However, nothing here in sha ll be construed as waiving the autONtlc ter:~lnatlon of this lease by 
operation of la• or by reason of any special limitation arisi ng hereunder. Forfeitures r:-.1y be set as ide and this lease and all 
rights t hereunder rei nstated before the rights of another Intervene upon satisfactory evidence to the Comnlssloner of the Genera l 
Land Office of future CO<!llllance with the prov isions of t he law and of this lease and the rules and regulations that NY be 
adopt ed relative hereto. 

33. RfllU\ONl mti!SSION IIEAAIIIGS OH GAS . Ho natural gas or cas inghead gas , Including both assoc iated and nonassoclatcd 
gas , produced from the mlnera 1 estat e subj ect to thI s lease may be sold or cont racted for sale to any person for u 1 t lma te use 
outside t he State of Texas unless t he Railroad Comnlss lon , after notice and hearing as provided In Title 3 of the Texas Natural 
Resources Code , f lnds that: 

(a ) the person, agency , or ent ity that executed the lease In question does not require the natural gas or casinghead 
gas to reet Its own existing needs for fuel : 

(b) no private or public hospital, rurslng hare, or other similar health-care facili ty In this State requires the 
natural gas or casinghead gas to lll!et Its existing needs for fuel; 

(c) no public or private school In this State that provides elerentary, secondary, or higher educat ton requires the 
natural gas or casinghead gas to lll!et Its exist ing needs for fuel; 

(d) no facility of the Stat e or of any county, rrunlclpal lty, or ot her political subdivision In this State requires the 
natural gas or casinghead gas to lll!et Its exist ing needs for fuel: 

(e) no producer of food and f lber r equires t he natura 1 gas or cas lnghead gas necessary to n-eet the ex 1st lng ne{!ds of 
Irr igation pt.arps and other mach inery directly re lated to this production: and 

(f) no person who res ides In t his State and who relies on natural gas or casi nghead gas to provide In lodlole or part 
his exist ing needs for fuel or r aw N ter lal requires the natural gas or casinghead gas to meet those needs: 
provided, however, after notice and hearing as prov ided In Title 3 of the Texas Natural Resources Code the 
Rallr0.1d Conmlsslon may grant except ions t o t hese provis ions as set forth In Texas Natural Resources Code 
§52.296. 

3~ . ThIs lease Is Issued under the provl s Ions of Texas Natura 1 Resources Code §52. 171 through §52 .188, cocrrron ly koown as 
the RellnqulshJ•ent Act , and other applicab le statutes and arend:rents t hereto, and If any provision In this lease does not confonll 
to these statutes, the statutes will prevail over any nonconfonlllng lease provisions. 

FOR ADDITIONAL PROVISIONS , SEE "EXHIBIT A" AT1'1ICHED HERETO AND MADE A PARI' HEROOF FOR ALL 

PURPOSES . 
:• • IN WITNESS WHEREOF , t his Inst rument Is execut ed on the date f irst above written. 
• • •• 
•••• 

• •• • • • 

=··· ""~&oM ra , •••: BY: Y ~?!?17d?/ 
Individually n<l as aQent.for the State of Texas 1 Agt/Att y/Fact tor warren Ma~co m 

• 
••• 

• • • • • • 

Warren~tee 
SSN :~ 

STATE OF TEXAS 
BY: _ _____________ _ 

Individually and as agent for t he State of Texas 

STATE OF TEXAS 
BY: ______________ _ 

Clark lndlvldua lly and as agent for the State of Texas 

Trustee 

STATE OF TEXAS 
BY: ______________ _ 

Indiv idually and as agent for the State of Texas 

8 

/; - ?- 1? - · 

) fLui~ 



•• • • 
• • •• 
••••• ... : 

• 
·: .. 

•••• 

• 
• •• • • •••• 

80~' ~ 7 ~)PAGE 5Gi 

STATE OF TEXAS 
COUNTY OF _____ _ _ 

This lnstrull'Cnt acknowledged before IT'C on this the day of , 1997 , by 

Warren Malcolm Clark , TrUstee of the Warren Malcolm Cl ark TrUst u /w/o Mabel Clark Reed . 

STATE OfT~ 
COUNTY OF ~:.Wp 

Hotary Public In and for _________ County, Texas 

Hy cCX1t111ss lon expires : 

This lnstrull'Cnt acknowledged before re on -±ilw -/iu, 3rt! dn~ 1
0 

~I!;; Jqq'7 

e;."'l'" ;1{:;::~::.:::..~ k """"' ~lm u~::-l. :-· -:-:Ch"rr:=:'-b~lud~:....._-::=-=---c:--:-------
by 

• · · · MYCOI.WJSSIONEXP1RES Hotary ~n and for ··-~ Coonty, Texas 

\!:_~Z.T.:.iJ February 21 . 2001 I1Y cmmlsslon exp ires : o.:lj.:lt/i}ooi 

STATE OF TEXAS 
COUNTY OF ______ _ 

ThIs lnst rurent acknowledged before rre on 
_ _______________________________________ ey 

Houry Public In and for County, Texas 
I1Y coonlss lon expires : ---------

STATE OF TEXAS 
COUNTY OF ___ ___ _ 

ThIs lnstrull'Cnt acknowledged before IT'C on . _____ _________ ___ _ ___ by 

Hotary Public In and for County, Texas 
I1Y ccmnlsslon expires: ---------

9 

~- ---- - --- --- ·- - · ·- - ------- -- --~-·· 

1') 



•• • • 
• • •• . ··:· .. : 
• 
·: .. 

•••• 

• 
••••• 
•••• 

~) 'f;.) PAGE 

Exhibit A 

Anached to and made a part of that certain oil and gas lease dated May 15, 1997 by and between, Warren 
Malcolm Clark, Trustee of the Warren Malcolm Clark Trust ulw/o Mabel Clark Reed, as lessor, and 
Penwell Energy, Inc., as lessee. Notwithstanding anything to the contrary in the foregoing printed form 
Oil, Gas and Mineral Lease, it is agreed and understood that the following provisions shall supplement or 
modify the foregoing as applicable. 

35. It is understood and agreed that this lease covers oil and gas only (including with oil and gas, all 
constituent elements thereof and all other liquid or liquefiable hydrocarbons and products of every kind or 
character derived thererrom and produced therewith, including sulphur), and all minerals other than oil and 
gas are excepted here from and reserved to Lessor. Including among the minerals reserved to Lessor and 
excluded from this lease are coal, uranium and lignite. 

36 After the end of the primary term, this lease may not be maintained in force solely by reason of shut-in 
royalty payments, as provided heretofore, for any one shut-in period of more than three (3) years, or, !Tom 
time to time, for shorter periods which exceed three (3) cumulative years. It is maintained, should a viable 
market with a willing purchaser for such gas be found by Lessor to exist, Lessor may give Lessee wrinen 
notice of such market and Lessee shall, after receipt of such notice have sixty (60) days within which to 
diligently commence the steps prerequisite to marketing such gas or demonstrate to Lessor's reasonable 
satisfaction that the market is not economically viable or the purchaser is not willing, and Lessee's failure to 
do one or the other shall be grounds for termination of this lease. 

37. Lessee shall pay for all damages to roads, fences, improvements, and growing crops caused by its 
operations hereunder, and will fill and level all pits and mounds, remove all board roads and board road 
materials, level and fill all ruts, and restore the surface of the ground to as near its original condition as is 
reasonably practical within a reasonable period of time after cessation of operations at each well on the 
leased premises. In addition, Lessee agrees to pay as surface damage $2500.00 per drill site location, 
$2000.00 per well for water used in drilling operations, and S2.00/yard for caliche used in operations. 

38. Notwithstanding any provisions to the contrary, at the expiration of the primary term this lease shall 
terminate as to all depths I 00 feet below the deepest producing formation on the leased premises. 

39. If Lessee, its successors or assigns, has completed a well on the leased premises, prior to the expiration 
of the primary term, which is capable of producing oil and/or gas in paying quantities, or, if at the expiration 
of the primary term hereof, Lessee is then engaged in acrual drilling operations, this lease shall not 
terminate and shall remain in full force and effect as to all acreage not then held in a governmentally 
allowed spacing unit so long as actual drilling operations on an additional well are commenced within 120 
days following the expiration of the primary term, and this lease shall continue in force for so long 
thereafter allowing not more than 120 days to elapse between the completion or abandonment of one well 
and the commencement of drilling operations for another well in a bona fide effort to find oil or gas until 
such time as the leased premises have been fully developed to a density of one well for each standard 
spacing or proration unit allowed by any Special Field Rules of the Texas Railroad Commission of Texas, 
or. if no such Special Field Rules have been adopted by the Railroad Commission, then such spacing or 
proration unit shall be deemed to be 40 acres as to oil wells and 320 acres for gas wells. If Lessee fails to 
commence said program or, if having commenced said program fails to continue same, then this lease shall 
ipso facto terminate as to all acreage covered hereby, except only for a tract surrounding each well then 
producing, each of such tracts to contain a sufficient number of acres to conform to Railroad Commission 
Special Field Rules for a standard spacing or proration unit or, if there are no Special Field Rules, to 
contain the acreage as aforesaid for oil wells and gas wells. Without in any way limiting the rights of 
Lessor hereunder, if this lease terminates as to any portion or portions of the leased premises, Lessee 
expressly agrees to execute and deliver to Lessor a properly recordable instrument releasing such portion or 
portions of the leased premises. 

- - -------------- - "- ') ---' 
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40. The provisions of paragraph 4 relating to pooling for oil shall only apply when and if an insufficient 
quanti!)' ofthe leased premises remains unallocated to existing or drilling oil wells to support the drilling of 
an additional oil well of the l)'pe and depth comemplated by Lessee, and in such event Lessee may pool all 
of the remainder of the leased premises with other lands as to fonn a pooled oil unit 

4 1. In the event a ponion or ponions of the land herein leased is pooled or unitized with other land so as to 
fonn a pooled unit or units, operations on, completion of a well upon, or production from such unit or units 
will not maimain this lease in force as to the land not included in such unit or units. The lease may be 
maintained in force as to any land hereby and not included in such unit or units in any manner provided for 
herein. 

42. The only deductions that are to be made on royalties payable hereunder will be for production taxes 
and severance taxes only. 

43. Should Horizontal Drilling operations be utilized on the leased premises or lands pooled herewith, such 
operations and respective proration units shall be governed by the pertinent Governmental authoril)' having 
jurisdiction. 

44. It is hereby understood and agreed that if production is established on said lands, and Lessee, his heirs, 
successors, or assigns, assigns away operations (that is a change in operator) then lessee, his heirs, 
successors, and assigns will notifY all royally owners of any such change. 

SIGNED FOR IDENTIFICATION: 

w~~r~~~J 
Warren Malcolm Clark Trust ulw/o Mabel Clark Reed 

by Carolyn Clark Oatman 
Agt/Atty/Fact for Warren Malcolm Clark 

135 1 
A~Y ~nSION HERB" WHICH RESTRH:TS Til£ S>llE. Qri'ITAl, 
OR USE OF THE OESCRIBEO R£At PftOrtl!T\ i'tCitlJS[ f)f CGton 
r.~ RACE IS INVAliD AND U~EilfORCEA~i.E Ut.OER FEk?..M. 
!.A.'! 

FILED FOR RECORD ON THE 12TH. DAY OF JUNE A.D. 1997 AT 9 :51 AM 
--~~~----------

DULY RECORDED ON THE 13TH. 

BY : c:J;Al I h to-/ dtt-? /;;_, 
DAY OF JUNE A. D. 1997 AT 2: 00 P,lft 

--~~=-----------

DEPUTY DIANNE 0. FLOREZ, COUNTY CLERK 

REEVES COUNTY • TEXAS 

fJ 



Flle No. _...,c.'J_..1~0:::....->"'-.:C"'------
(.~ 

Date F'tled: _ ..... .f-....:..1_$:;.. ........ 2~7 ___ _ 

BY------------------------------------

CERTIFIED TRUE AND CORRECT COPY CERTIFICATE 
STATE OF TEXAS 
COUNTY OF REEVES 
The above and foregomg is a full, true and correct photographiC copy of the 
ong1nal record now 1n my lawful custody and possess1on. as th~-2,U 
f1le<1'recorded 1n the publiC lee!ds of my offiCe, found 1n VOL. , 
PAGE~THRU _? f1Z/. 

A::-t'i"~·~ lherebycen1fiedon __ ~ - // -1·2 
.~" ".?-. 
{~ ~ DIANNE 0. FLOREZ, COUNTY CLERK 
~- REEVES COUNTY, TEXAS /? 

BY~I'IU-/ ~4 
DEPUTY 

... 
••• 
. ~ 

·~· "' u ~ e I 

• 
., .. . 

~ .... . 



•• • • • • •• 
•••• . .. . : 
• 
•••• ... : 

• 
• •• 

• • • •• • 

FILE I 1332 

Ho. 5367 --Cenera 1 Land 
Office Lease Form Under 
Rellnqul shrrent Act 
Rev I sed, Septe<rber 1987 
GLO-L-19-(9-87) 

802' 4 4 !l 

OIL NO CAS l..fASE 

THIS AGREEHEHT Is rude and entered Into thls...l2..fJLday of MRy 19.21_, bet~oeen the State of Texas, act ing by and 
t hrough Its agent, Carolyn C. Oatman, Trustee of the Carolvn C. Oatwan Trusf unde r rhe Will of 
~label Clark Reed of P.O. Dr awer 310, a s trop exas 78602 

----------------------------------------~--------------~-------------------------------sa lo a9ent 
(G lve PertMnent Address) 

here in referred to as the owner of t he soil (whether one or 110~) . and Penwell Energy I nc, 

----~~~~~~~--~~~~~~~--~ .. ~,-~~~~~.---------------------------of 600 North Marienfeld, Suite 1100, Midland, Texas 79701 
(G ive PertMnent Address) 

hereinafter called Lessei!. 

1. GV.XTI IIC CUJJSL for and In cons lderat lon of the u.ounts stated belo.< and of the covenants and aQree<ronts to be paId . 
~ept and perfonred by Lessee under this lease , the State of, Texas. act ing by and through the owner. of _the. soil , hereby grants , 
leases and lets unto Lessee , for the sole ond only purpose of prospectlfl9 and drllllll9 for and producing o\1 and gas, lay ing pipe 
lines, building tanks , storing oil and bulldlfl9 ~r stations, telephone lines and other s tructures thereon, to produce, save, 
take care of , treat and t ransport sa id products of the lease, the following lands s ituated In Reeves County, 
State of Texas. t o-wl t: 

Block 54. TWP 5 , T&P RR Co . Sy . 
Section 6 : E/ 2, NW/ 4 

con talning ___ 4~8:.:0 _______ acres, rore or less. The bonus consideration paid for this lease Is as foll o.<s: 

To the State of Texas: Two Thous and Nine Hundred and Fifty- Two a nd 00/100 
Dollars (S 2 952 . 00 ) 

To the owner of t he soil :Two Thousand Nine Hundred and Fifty- Two and 00/100 
Dollars (S 2 95 2 . 00 ) 

Tota I bonus cons Ide rat lon: Fiye Thousa nd Nine Hundred a nd Four and 00/100 
Dollars ( S 5. 904 . 00 ) 

The tuta 1 bonus cons \deration pa ld represents a bonus of""7.:-:-;-;:--;::-:;:------------------------------------:-----------
----- ---- ---- Sixty - -------- Dollars (r 60 . 00----------------------------------) per acre, on 

98 40 net acres • 

2. TER/1. Subject to t he other provisions In t his lease, t his lease shall be for a tern of Two (2) yea r s 
fran this date (herein ca lled · primary t erm' ) and as long thereafter as o\1 and oas, or ' e i ther of then, Is produced In pay lo; 
quant i t ies• fror.l said land . 

'As used In this lease , the tenn •produced In paylfl9 quanti ties · ~reans that the receipts from the sale or other author ized 
ccr.m:rclal use of the substance( s) covered exceed out of pocket opera t ional expenses for the six 110nths last past. 
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3. DELAY REHTALS. If no ><1!11 Is comrenccd on t he leased prenlses on or before one (I) year from this date, this lease 
snall terminate, unless on or before such aMiversary date Lessee shall pay or tender to the owner of the soil or to his credit 

Bank. In the _______ ______________ _ _____ ~~~~~:-~~~~~:::7.::~~~~~~::-;.~~ 

at , or Its successors (which shall cont inue as the depository regardles> of 
changes In the ownership of sa id land) , the anount specified below; In addit ion , Lessee shal l pay or tender to the COI'J11SSIO~EU 
OF THE GENERAL WO Off!C£. OF THE STATE Of TEXAS, AT AUSTIM, TEXAS, a like sum on or before said date. !'ay.rents under this 
paragraph shall operate as a rental and shall cover the privilege of deferring the comrencemcnt of a well for one (l) year f rom 
said date. Payrrcnts under this paragraph shall be In the following amounts : 

To the o>oner of the sol 1: Two Hundred Forty-Six and 00/100 
Oollars (~~2:..:4:,::6:..:..:!.00~--:-=-;-:-;;:;::---------

To the State of Texas: Two Hundred Forty-Six and 00/100 
Oo liars ( S-'2:.::4!.!l6!.C/.O.\LO ___ --:-::-:-:-:-::---------

Tota 1 Renta 1: ________ JF:JolltJ:trt:..JHti!t~m[ld~re.end~N.li~n~e_~;t~y~-:,~Tw~ouaunuduO~JOLJ/LI..!10~01L-___________ ~;---------
Oo11ars ( S..!4:t.:9t..2~ . ..~.o~.~.oL. _____________ _ 

1 ~ ~ l ike runner and upon 1 Ike payrrcnts or tenders annually, the comrcncemcnt of a we 1\ IMY be further deferred for success lve 
periods of one (I) year each during the prlrMry term. All payrrcnts or tenders of rental to the o><ner of t he soli r:"ay be Nde by 
check or slgnt draft or Lessee, or any asslgne1! of this lease, and !My be dellverl:d on or before the rental payl119 <!ate. If the 
tl.ln( designated In this paragraph (or Its successor bank) should ·cease ·to exist;· suspend business; liquidate, fall or be 
s"cce1lded by another bank , or for any reason fall or refuse to accept rental, Lessee shall not be he ld In default for failure to 
M~ke such payrrcnt s or tenders of renta 1 unt II th lrty (30) days after the owner of the so 11 sha 11 de liver to Lessee a proper 
recordable lnstru:rent naming another bank as agent to receive such pay.rents or tenders. 

4. PROOUCTIOU \lOYALTIES . When production of oil and/or gas Is secured during the terr.: of th is lease, Lessee agrees to pay 
oc cause to be paid one-half (1/2) of t he royalty prov ided for In this lease to the Comnlssloner of the General La nd Office of 
the State of Texas, at Austin , Texas, and one-half (1/2) of such royalty to the owner of the soil: 

(a) OIL Royalty payable on oil, llftlch Is defined as Including all hydrocarbons produced In a liquid forn at the mouth of 
the we 11 and a I so as a 11 condensate , d 1st Ill ate , and other llqu ld hydrocarbons recovered fl"(:(l\ oil or gas run t hrough a separator 
or other equ lp:rent, as hereinafter provided, shall b~------23%----------- part of the gross production or the rMrket 
value thereof. at the opt ion of the owner of the soil or the Comnlssloner of the General Land Office, such value t o be determined 
by 1) the highest post ed price, plus premllml, If any, offered or paid for oil , condensate , distillate, or other liquid 
hydrocarbons, respectively, of a like type and gravity In the general area where producei! and when run, or 2) the highest l!lilrket 
price t hereof offered or paid In the general area where produced and when run, or 3) the gross proceeds of the sale t hereof, 
~ttlchever Is greatest . Lessee agrees ·that before any gas produced fl"(:(l\ the lcasei! premises Is sold, used or processed In a 
plant, It will be run free of cost to the parties entitled to royalties t hrough an adequate oil and gas separator of conventiona l 
type, or other equ lp:rent at least as eff lc lent, so that all llqu ld hydrocarbons recoverable from the gas by such :reans will be 

•• recovered . The requlretrent that such gas be run through a separator or other equlp:rent may be waived In writing by the royalty 
: • o.mers upon such tenns and conditions as they prescribe • 

••• 
• • •! • (b) HO« PROCESsal CI\S. 
•• • Royalty on any gas (lncludl119 flared gas), which Is defi ned as all hydrocarbons and gaseous 

! ubstances not defined as oil In subparagraph (a) above, produced fl"(:(l\ any ...ell on said land (except as provided herein with 
respect to gas processed In a plant . for the extraction of gasoline, liquid hydrocarbons or other products) shal l 

•: ••oo-----23%---------- part of the gross production or the rMrket value thereof, at the option of the owner of the soli or 
•••• the Comnlssloner of t he General Land Off ice, such value to . be based on the highest rMrket price paid or offered for gas of 

C00'9arable quality In the general area where produced and ~oilen run , or the gross price paid or offerei! to the producer, ~olllchever 

Is greater ; provided that the l!lilxlm.:n pressure base In rreasurlng the gas under this lease shall not at any tire exceed 1<;.65 
pounds per square Inch absolute, and the standard base ten-perature shall be sixty (60) degrees Fahrenheit, correct ion to be l!lilde 

• 

• • •• for pressure according t o Boyle' s Law, and for specific grav ity according to tests rMde by the Balance tlethod or by the most 
• • ••• approved :rethod of testing being used by the Industry at the tl:re of testing. 

(c) PROCESsaJ GAS. Royalty on any gas processed In a gasoli ne plant or other plant for the recovery of gasoqne or other I 
l iquid hydrocarbons shall be- ---- - - 23%-------- - --- - -- part of t he residue gas and the liquid hydrocarbons extracted 
or the l!lilrket value t hereof, at the opt I on of the o.mer of t he so 11 or the Comnl ss loner of the Genera 1 Land Off Ice . All 
royal ties due herein shall be based on one hundred percent (100%) of the total plant production of residue gas attributable to 
gas produced f!'()(:l this lease, and on f ifty percent (50%) , or that percent accrul119 to Lessee, ~oillchever Is greater, of the total 
plant production of liquid hydrocarbons attributable to the gas produced from this lease: provided that If liquid hydrocarbons 
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are recovered fr or:1 gas processed In a pI ant In ..tl tch Lessee (or t t s parent, subs td tary or a ff t I Ia te l owns an Interest . then : 'c 
percentage applicable to ltqutd hydrocarbons shall be fifty percent (50%) or the highest percent accruing to a third party 
processing gas through such plant under a processing agreesrent negotiated at ann's length (or If there ts no such third party 
the highest percent then being specified In processing agr~nts or contracts In the Industry). whichever ts greater. The 
respect tve roy a It tes on res \due gas and on I tqu td hydrocarbons sha II be determined by I) the h tghest rrarket pr tee pa td or of ' cred 
for any gas (or ltqu td hydrocarbons) of corrparable quality tn the general area, or 2) the gross price pa id or of fered for such 
res idue gas (or the wetghte<1 average gross selling pr ice for t he respec tive grades of l iqu id hydrocarbons, F.O.B. at the plant In 
..tllch said gas ts processed ) , ldltchever ts greater. 

(d) OTIIER PROOOCTS . Royalty on carbon black. sulphur or aey other products produced or l:"anufacture<1 frO'! gas (exceil: I•; 
liqu id hydrocarbons) whether sa td gas be •casinghead, • •dry, • or eey other gas, by fract tonet lng, bur ning or any other process l•7 
shall be-- - --- -l3% - ----------- part of the gross production of such products, or tho rrar kct va lue thereof . at t he Oilllon 
of the owner of the soli or the Comntsstoner of the General Land Office , such rrarket value to be determined as follo.<s : l) on 
the basts of the h tghes t rrarket pr tee of each product for t he sarre rronth tn fthtch such product Is produced, or 2) on the bas 's o' 
the average gross sale price of each product for the sarre I!'Onth . ~n which such product ts sold, whichever ts greater. 

5. tlllllti\RI ROYAI.l'l'. For each calendar year following the date of the expi ration of t he prlrrary term -..flen this lease Is 
held for aey part of such calendar year by production, t he royalty M!cetve<1 under this lease rrus t not be less then an arrount 
equal to the total annual delay rental provided for tn Paragraph 3. If Paragraph 3 of this lease does not s~lfy e delay r ental 
arrount, then for the purposes of this paragraph, the dola,y rental arrount · shall be one dollar (Sl.OO) per •acre . 

6. ROYAI.l'l' IK KIIV. Notwit hstanding eey other provision tn this lease, at aey t ire or frO'! tlr.e to t ire, t he owner o' : •e 
soil or the Comntsstoner of the General Land Office rray, at tho option of either, upon not less than sixty (60) days noti ce :o 
the holder of the lease, require that t he payment of aey royalties accruing to such royalty owner under this lease be r.ade I• 
kInd . 

7. ItO OE!JOCTIOIIS. Lessee agrees that all royalties accruing under t his lease (Including those paid In kind) sha ll t-e 
wi thout deduction for the cost of producing, gathering , storing, separating, treating, dehydrat ing , coq>resslng , process ing, 
transporting, and otherwise rraklng the oil , gas and other products hereunder r eady for sale or use . Lessee agrees to corrpute and 
pay royalties on the gross value r eceived, Including eey relll'bursesrents for severance taxes and production related costs. 

8. PLA'IT FUEL 00 R£CYCL£D GAS. No royalty shall be payable on aey ~s as ray represent thi s lease's proportionate share 
of aey fuel used to process gas produced hereunder In aey processing plant. Notwithstanding aey other provision of thi s lease , 
and subject t o the written consent of t he owner of the soil and the Comnlssloner of the General Land Office, Lessee rray recycl e 
gas for gas lift purposes on the leased premises or for Injection Into aey oil or gas producing forrratlon under lying the leased 
premises after t he liquid hydrocarbons contained In t ho gas have been reroved; no royalties shall be payable on the recycled gas 
until It Is produced end sold or used by Lessee In a Nnner 1.ntch entitles the royalty owners to a royalty under t his lease. 

9. ROYAI.l'l' PA'Il'E!ITS N'D REP<X\TS. All royal t ies which are requtre<1 to bo paid to the Cooml sstoner of the Genera l Land 
Office under this lease shall be duo end pa,yable In the following rranner: Royalty on oil Is due and rrust be received In the 
Genera l Land Off ice on or before the 5th da,y of the second I!'Onth succeeding tho I!'Onth of production, and roya lty on gas Is d;.e 
and rrust be recelve<1 In the General Land Of fice on or before the 15th day of the second I!'Onth succeeding the I!'Onth of product lc~ 
accorrpanled by the affidavit of tho owner , r.anager or other authorized agent , COO'llleted In the form and rranner prescr ibed by the 
General Land Office end sho.<tng the gross arrount and disposition of all oil and gas produced and t he r.ar~et value of the oil and 
gas, t()Cjlether with a copy of all documents , rocords or r eports conflmlng the gross production , disposition and r.ar~et value 
Inc luding gas meter readings, pipeli ne receipts, gas line receipts and other checks or creroranda of arrount produced and put Into 
pipelines, tanh, or pools and gas lines or gas storage, and any other reports or records -.totch the General Lend Off ice "o!y 
requIre to verify the gross product I on, d tspos It ton and rrarket value. Each roya 1 ty payr:-ent sha 11 be accoqlanled by e check stub, 
schedule, surrmary or other remittance advice showing by the assigned General Land Office lease nlrller, the arrount of royalty 
being paid on each lease. If Lessee pays his royalcy late but on or before thirty (30) days after t he royalty payment was due, 
then Lessee ones a penalty of 5'1 of tho roya I ty or S25 .00, ldllchever Is great er. A roya 1 ty payment ldl tch Is over th lrty (30) 
days late shall accrue a penalty of 10% of the royalty due or S2S .OO , ldllchever Is greater. In addi tion t o a penal ty, royalties 
shall accrue Interes t at a rate of 12% per year; such Interest will begin accruing when t he royalty Is s ixty (60) days overdue. 
Affidavits and supporting doctments ldllch are not filed ldlen due shall Incur e penalty In an arrount set by t he General Land 
Office ed:ntnlstratlve rule which Is effective on the date .men the affidavits or supporting doctments were due. The Lessee shall 
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bear all res pons lbl 11ty for paying or caus lng roya 1t les to be pa ld In the manner prescribed In this paragraph. Pay.;-ent of t t 
de 1 inquency pena 1 ty sha II In no way operate to prohibit the State's right of forfeiture as provided by law nor act to postpor 
the date on which royalties were originally due. The above penalty provis ions shall not apply In cases of title dispute as I 

the State 's port I on of the roya 1 ty or to that port I on of the roya I ty In dispute as to fa lr market value . Pena It les due undc 
this paragraph are subject to change In order to confonn to any future penalty statutes. The State shall have a first 11en upc 
all oil and gas produce!! from the area covered by this lease to secure the pa}'!nent of all unpaid royalty anll other SlDTIS of rrom 
tha t may becocrc due to the State under this lease. 

10. PERKITS , REPOOTS, AKD RESffiVES. Lessee shall f11e all drilling pemlts In the nM>e of t he ·state• and require eac . 
well and/or tank battery on the leased premises to be designated by the word •state• for Identification and reporting to t~ 
Railroad Comnlsslon or any other govermental agency. Written notice of operations under this lease shall be submitted to t~ 

Comnlssloner of the General Land Office by Lessefl fi ve (5) days before spud date , cessation of production, ~><>rkover, re-entr> 
terrporary abandonment or abandoment of any ~><>ll, and shall Include copies of Ra llroad Comnlss lon forms for appllcat lon to dr ill 
we \1 tests, CO!flllet I on reports and plugging records. Lessee shall supply the Genera 1 Land Off Ice wl th any records, rrerroranda 
accounts, reports, cuttings and cores , or other Information relative .to the operation of .the above described premises, which ma 
be requested by the General Land Office, In addition t o those herein expressly provided for. Lessefl shall have an electrlca 
and/or radioactivity survey made on the bore-hole section, from the base of the surface casing to total depth of well. of al 
...ells dr II led on the above described promIses and sha 11 transmit a true copy of the log of each survey on each ...ell to t h 
General Land Office within fifteen (15) days after mailing of said survey. The Comnlssloner of the General Land Office reserve 
the right to require Lessee to aonually furnish the said Comnlssloner with Its best possible estimate ·of oil and gas r eserve 
underlying this lease or allocable to this lease. 

11. CRY IIOL.E Cl.AIJSE. If, during tho primary ten:1 hercef and prior to discovery and production of oil or gas on said land 
Lessee should drill a dry hole or holes thereon, or If, after discovery and production of o11 or gas, the production t hereo 
should cease from any cause, t his lease shall not temlnate If, on or before the rental paying date next ensuing after th 
expiration of sixty (60) days from date of cocrpletlon of said dry hole or cessation of production , Lessee comrences addlt lona 
drlll1ng or re~><>rklng operations thereon, or 'comrences or resl.m!s the pa}'!nent of annual delay rental In the same manner a 
provided In Paragraph 3 of this lease. If a dry hole be cocrpleted al\d abandoned during the last year of t he primary tero 
Lessefl's rights shall remain In full force and effect without further operations unt11 the expiration of the primary tem 
Shou ld the first well or any subsequent ...ell drilled on t he above described land be cocrpleted as a shut-In o11 or gas ...ell wlthl 
the primary t enn hereof , Lessee may resli'OO pay.;-ent of anrua 1 renta 1 In the SM>e manner as provided In Paragraph 3 In t his leas 
on or before the rental paying date next ensuing after sixty (60) days from the date of cocrpletlon of such shut-In oil or ga 
...ell, and upon the fa11ure to make such aMual rental payr.ent, this lease shall Ipso facto tennlnate . If at the expiration o 
tho primary tenn or at any time thereafter a shut- In oil or gas well Is l ocated on t he leased premises, pay.;-ents may be made I 
accordance with the provisions of Paragraph 14 of this lease. 

12. OOILLIKG N'D RalOOKIHG AT EXPIAATIOII Of PRII'AAY TERH • . If, at the expiration of the primary tern, neither o11 nor ga 
Is being produced on said land, but Lessee Is then engaged· In drilling or re~><>rlllng operations thereon. this lease shall remal 

:• In force so long as operations on said well or for drilling or re~><>rlllng of any additional well are prosecuted In good faith a~ 
• • •• .In workmanliKe maMer without Interruptions t otaling rore than sixty {60) days during any ono such operation, and If they resul 

0 
• o: 0 In the product lon of oil and/or gas, so long thereafter as oil and/or gas Is produced In paying quantI ties from sa ld land. o 
•• :~nt of shut-In oil or gas well royalties or cocrpensatory royalties Is made as provided In this lease .· 

• 
•••• ... : 

••• 
• • • •• • 

13. CESSATIO«, CRILLIKG AKD REIIOOKIHG. In the event production of oil or gas on the leased pT'(!!;l lses after once obta lne 
shall cease from any cause at t he expiration of the primary t enn hereof or at any time or times thereafter , this lease shall no· 
tertllnate If Lessee comrences additional drilling or re~><>rlllng operations within sixty (60) days thereafter, and t he lease shal 
remain In full force and effect so long as . such operations continue In good faith and In a workmanlike lllilnner wlthou1 
Interruptions totaling rrore than sixty. (60) days during any one such operation: and If such drilling or re~><>rkl ng operation· 
result In the production of oil or gas, the lease shall remain In full force and effect so long as o11 or gas Is producec 
therefrom In paying quantities or pey!!'ent of shut- In· oil or gas royalties or cocrpensatory royalties Is made as herelnafte1 
provided or as provided elsewhere In the statutes of t he State of Texas. Lessee shall give written notice to the General Lane 
Off ice within five (5) days of any cessation of production. 

14. Slll/T IH ROYIII.TIES. .If , at tho expiration of the primary tem. or at any time thereafter, a well or wells capable 01 

producing oil or gas In paying quantities Is located on t he leased premises but oil or gas Is not being produced for lack of 
suitable production facilities or a suitable market, and the lease Is not being maintained In force and ·effect, Lessefl may pay a! 
a shut- In o11 or gas royalty an arrount equJl to double the anrual rental provided In Paragraph 3 of this lease but not less thar 
$1,200 a year for each well capable of producing oil or ·gas In ~log quantities . If Paragraph 3 of this lease does not spec lf) 
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a de lay rental arrount, then for the purposes of th is paragraph, the delay rental arrount shall be one doll ar (St.OO) per acre. 
Any shut- in oil or gas royalty ITIJSt be paid on or before : (I) the expiration of the primary term, (2) 60 days a f ter the lessee 
ceases to produce oil or gas from the leased prenises, or (3) 60 days after lessee c~letes a dri lllng and re.ork lng operat lo• 
In accordance with the lease provisions; whichever date Is latest. Such pa)!rent shall be made one-half (1/2) to the Coomlss io~.er 

of the General Land Office and one-half (1/2) to the owner of the soil. If the shut-In oil or gas r oya l ty Is paid, t he lease 
shall be considered to be a producing lease and the payTrent shall extend t he term of the lease for a period ol one (1) year fr<:Y' 

the end ·of the primary t erm or from the first day of th~ rronth next succeeding the rronth In wh ich produc t ion ceased and af ter 
that, If no suitable production facilities or suitable rr.arket for the oil or gas exists, Lessee rr.ay extend the lease for four (~ ) 
addlt lona l and success lve periods of one year by paying the same anount each year on or before t he explrat I on of the extended 
terc. If, during the period the lease Is kept In effect by payTrent of the shut-In oil or gas royalty, oil or gas Is sold and 
delivered In paying quantit ies from a "1!11 located within 1,000 feet of the leased premises and COO!lleted In the same producing 
reservoir or, In any case In which drainage Is occurring, the right to continue to extend the lease by paying t he shut-I n oil or 
gas roy a 1 ty she 11 cease. The lease sha 11 reroa in effect lve to; the rer.a lnder of t he year for wh lch the toya lty has been pa ld and 
for four (4) additional and successive periods of one year each by t he Lessee paying ccx;pensatory royalty at the royal ty r ate 
provided In the lease of the value at t he well of production f rom the ~11 that Is causing the drainage or that Is COO!lleted In 
the same producing reservoir and within 1,000 feet of t he leased premises. The COO'!lensatory royalty Is to be paid r:nnthly, one­
half (1/2) to the Comnlssioner of the General Land Office and one-half (1/2) to the owner of t he soil, begiMi ng on or before the 
last day of the rronth next succeeding tho 1r0nth In which the oil or gas Is sold and delivered from t he well. If the CQrl>Cnsatory 
royalty paid In any 12-ll'Onth period is In an a.'rount less than the annual shut-In oil or gas royalty, Lessee shall pay an 6-':'0unt 
equal to the difference within 30 days from the end of the 12-mlnth· pcrlod. · Hone of t heso provisions will relieve Lessee of the 
obligat ion of reasonable developm:mt or the obligation to drill offset "1!lls as provided In Texas Hatural Resources Code 
§52.173 . 

15. DEVEI..OPtEXT. Notwithstanding any provision of this lease to the contrary, after a "1!11 producing, or capable of 
producing, oil or gas has been COO!lleted on the leased premises, Lessee shall exercise the diligence of a reasonably prudent 
operator in drilling such addit ional "1!11 or "1llls as may be reasonably necessary for the proper developcrent of the leased 
premises and In marketing the oil and gas produced. In the event this lease Is In force and effect three (3) years after the 
expiration date of the primary term, It shall then temlnate as to all of the leased premises, EXCEPT: 1) 40 acres surround ing 
each producing oil well and 320 acres surrounding each producing gas 11ell (Including a shut-In oil or gas ;,ell as provided In 

Paragraph 14 of this lease). or a well upon which Lessee Is then engaged In continuous drilling or reworking operations, or 2) 
the nurrber of acres Included In a producing pooled unit pursuant to Texas Natural Resources Code §52 .151 - §52.153, or 3) such 
greater or lesser nurrber of acres as may then be allocated for production purposes to a proration unit for each such produci ng 
;.ell under the rules and regulations of the Railroad Comnlsslon of Texas , or any successor agency, or other goverr;rental 
author ity having j urisdiction. ' Produc ing' as used In this lease creans produc ing In paying quantities . The acreage retained 
under this provision as to each well shall, as nearly as pract ical, be In t he form of a square with the "1lll located In the 
center or In !uch other shape as may be approved by the C00111lssloner of t he General Land Office. Lessee shall execute and r ecord 
a release or releases containing a satisfactory description of the acreage temln.ated under this provision, and the r ecorded 
release, or a certified copy of sarro, shall be filed in the General Land Office, accOO'!llnled by tho prescribed fili ng fee . 

16. OfFSET IlEUS. llelther the bonus, dolay rentals, nor royalties paid , or to bo ·pald , under this lease shall relieve 
Lessee of his obligation to protect tho oil and gas under tho above-described land from being drained. To prevent drai nage, 
Lessee Is obligated t o dril l as many wells as the facts may justify and to the depth or depths necessary for effective protect ion 
against undue drainage . In addition, if a draining "1!11 which Is producing In comrerclal quantities Is located within 1,000 feet 
of the above-described land, or In any case where the above described land is being drained, Lessee Is statutorily obligated to 
drill an offset "1!11 on the leased preulses within 100 days after the draining ~11 begins production In comrerclal quantities . 
Failure to satisfy the statutory offset obligation ney subject this lease and the owner of the soil's agency right s to 
forfe iture. Only upon the detemln.atlon of t he Comnlssloner of the General Land Office and with his written approval may the 
payTrent of COO'!lCnsatory royalty satisfy obligation to drill an offset "1lll or "1!lls required under this paragraph. 

17. FOO.CE I'AJEUl£. If, after a good faith effort, Lessee Is prevented from COO!llylng with any express or lrrplled covenant 
of this lease, from conducting drilling operat ions on the leased premises, or from producing oil or gas fr0111 the leased pnnlses 
by reason of war, rebellion, riots, strikes, acts of God, or any valid order, rule or regulation of goverMent authority, then 
;.n ile so prevented, Lessee's obl igation to COOlllY with such covenant shall be suspended and Lessee shall not be liable for 
d~ges for failure to COOlllY with such covenants: add i tionally, this lease shall be extended while Lessee Is prevented, by any 
such cause , from conduct ing drilling and r eworking operations or from produc ing oil or gas from the leased premises. However , 
nothing In th is paragraph shall suspend the payTrent of delay rentals In order to mintaln this lease In effect dur ing t he pr lr.ary 
tenn in the absence of such drilling or re.orklng operations or production of oil or gas. 
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18: I!AAlWm' ClAUSE. The owner of thl! soil warrants and agrees to defend title to the leased premises . If the owner of 
the soil defaults In pa}1T"Cnts owed on the leased premises, t hen Lessee may redeem the rights of t he owner of the sot 1 In t he 
leased premises by paying any mortgage, taxes or other liens on the leased premises . If Lessee makes pa}1T"Cnt s on behalf of t he 
owner of the so il under this paragraph, Lessee may recover the cost of these pa)-1T"Cnts fr om t he rental and royalties due the owner 
of the soil. 

19. PROPOOTIOMTE REDUCTIOH ClAUSE. If the owner of the soli owns less than the entire undivided surface estate In t he 
above described land, whether or not Lessee's Interest Is specified herein, then t he royalties and rental herein prov ided to be 
paid to the owner of the soil shall be paid to him In the proportion which his Interest bears to the entire undivided surface 
estate and the roya lties and rental herein provided to be paid to the Conmlssloner of the General Land Office of the State of 
Texas shall be likewise proportionately reduced. However, before Lessee adjusts the royal ty or rental due to t he Conmlssloner of 
the General Land Office, Lessee or his authorized representative 111Jst submit to the Conmlssloner of the General Land Office a 
written statem!nt which. explains the discrepancy between the Interest purportedly leased under this lease and the actual Interest 
owned by the e>.~ner of the so 11. The Comnlss loner of t he Genera 1 Land Off Ice shall be pa ld the value of the whole product I on 
al locable to any undiv ided Interest not covered by a lease , less the proportionate doveloprrent and production cost al locable to 
such und ivided Interest . However, In no event shall the Comnlssloner of tho General Land Office receive as a royal ty on the 
gross production allocable to the undivided Interest not leased an arrount less than the value of one-sixteenth (1/16) of such 
gross product I on . 

20 . USE Of WATER. Lessee sha 11 have the right to use water produced on sa ld land necessary for operatIons under thI s lease 
except water from wells or tanks of the owner of the soil: provided , however, Lessee sha11 not use potable water or water 
suitable for livestock or Irrigation pur poses for waterflood operations without the prior consent of the owner of t he soil. 

21. AUT11001Z£D llAIIIIGES. Lessee sha 11 pay tho owner of the soil for daJMges caused by Its operatIons to a 11 persona 1 
property, l~roveo-rents, livestock and crops on sa ld land. 

22 . PIPELINE OEPTII. \/hen requested by the owner of the soil , Lessee sha11 bury Its pipelines below plow depth. 

23 . liEU. LOCATION UKIT. Howell shall be drill ed nearer than two hundred (200) feet to any house or barn now on said 
premises without the written consent of the owner of the soil . 

24 . CO!ISERVATI~ CI.}.IJSE. Lessee shall have the exclusive right to build, operate end maintain pits, reservoirs, pickup 
sta t ions and plants for t he purpose of picking up and conserving waste oil that flows down the creeks, ravines and across the 
leased premises, whether such waste oil Is produced from the leased premises or from other lands . Royal t ies, as provided In this 
lease for regularly produced oil, ar e a lso owed on all such waste oil. 

25 . REltOVAL Of EQUIP!eff • . Subject to limitations In this paragraph, Lesseo sha ll have the ri ght t o re<rove machi nery and 
•• fixtures placed by Lessee on the leased premises, Including the right t o draw and re<rovo casi ng , within one hundred twenty (120) 
: . days after the expiration or the termination of this -lease unless the owner of the soil grants Lessee an extension of thi s 120-
• ~ period. ~ver, Les~ee may not rerrovo casing !ran any ~ll capable of producing oil and gas In paying quantit ies. 

• •:~~~ltlona lly, Lessee may not draw and rerrove casing unt il after thirty (30) days written notice to the Comntss loner of the 
•• C!lt.eral Land Office and to the owner of the soil. The owner of the soil shall become the owner of any machinery, fixtures, or 
• cas ing which are not time ly rerroved by Lessee under the terms of t his paragraph . 
•••• ... : 

26. (a) ASS!CIQ<:EI(l'S. Under the conditions conta ined In t his paragraph and Paragraph 28 of t hi s lease , the rights and 
estates of e ither party to this lease may be assigned, In whole or In part, and t he provisions of t his lease shall extend to and 

• be binding upon the ir heirs , devisees, lf!9al representatives, successors and assigns . He>.~ever, a chango or divi sion In ownership 
• • •• of the land, rentals, or royalties will not enlarge t he obligations of ·Lessee, diminish the rights , prlvllf!9es and estates of 

• • •• • Lessee, !~air the effectiveness of any payment made by Lessee or l~rpalr t he effectiveness of any act perfonred by Lessee. And 

no change or division In ownership of t he lend, rentals, or royalties shall bind Lessee for any purpose until thirty (30) days 
after the owner of t he soil (or hi s heirs , devisees, legal representatives or assigns) furnishes the Lessee with satisfactory 
~or ltten evidence of · the change In ownership, Inc luding t he original recorded rrunlments of title (or a certified copy of such 
origina l ) when the ownership changed because of a conveyance. A total or part ial asslgrment of this lease shall, to the extent 
of the Interest assigned, relieve and discharge Lessee of all subsequent obligations under this lease . If t his lease Is assigned 
In Its entirety as to only part of the acM!age,' t he right and option to pay M!ntals shall be apportioned as between t he several 
owners ratably, according to t he area of each, and failure by one or more of t hem to pay his shaM! of the rental shall not affect 

6 

1? 



•• • • 
• • •• 
•••• .... : 
• 
•••• ... : 

• 
• •• 

•••••• 

BOG' ~'(~;PAGE 

this lease on the part of t he land upon which pro rata rentals are t lrrely paid or tendered: howe"er, If the ass ignor or ass ignee 
does not fi le a certified copy of such asslgrurent In the General Land Office befor e t he next r enta l paying date , t he entire lease 
shall tennlnate for failure to pay the entire rental due under Paragraph 3. Every assignee sha ll succeed to all r ights and be 
subject to all obligations, liabilities, and penalties owed to the State by t he orig inal lessee or any prior assignee of the 
lease , Inc luding any liabilities to the State for unpa id royalties. 

(b) ASSIGMI'£lff LIHITAT!OIC. Notwithstanding any prov ision In Paragraph 26(a ) , If the owner of the soil acquires this lease 
In whole or In par t by asslgrurent wi thout the prior written approval of the Conmlssloner of t he Genera l Land Office , this tease 
Is void as of the tlrre of asslgrurent and t he agency power of the owner may be forfeited by t he Comnlss loner . An ass lgrn!nt will 

' be treated as If It ~remade to the owner of the soil If t he assignee Is: 
(1 ) a nominee of the owner of the soil : 
(2 ) a corporatIon or subs I diary In which the owner of the so 11 Is a pr Inc lpa 1 stockholder or Is an Cl!'l> loyee of sue!\ a 

corporation or subsid iary: 
(3) a par t nership In 111llch the owner of the so il Is a partner . or Is an errployee of such a part nership; 
( 4) a prlnc lpa 1 stockholder or errployee of the corporal I on ...tllch Is the owner of t he so 11 ; 
{5) a partner or mployee In a partnership ...tllch Is t he owner of the soil; 
(6) a fiduciary for t he owner of the soil: Including but not llc lted to a guar dian, trustee, executor, ad-:~lnlstrato~ . 

receiver, or conservator for the owner of the soil: or 
( 7) a family rrerrber of the owner of the soil or related to the owner of the soil by rnar r lage ,- blood, or adoption. 

27. Ra.EASES. Under the conditions contaIned In this paragraph and Paragraph 28, Lessee may at any tlrre execu te acd 
de liver to the owner of t he soil and place of record a release or releases covering any port I on or port Ions of the leased 
premises , and thereby surrender this lease as to such portion or portions, and be relieved of all subsequent obligat ions as to 
acreage surrendered. If any part of this lease Is properly surrendered, t he delay rental due under this lease shall be reduced 
by t he proportion that the surrendered acreage bears to the acreage which was covered by t his lease lmred lately pr ior to such 
surrender: however, such release will not relieve lessee of any liabilities ...tllch may have accrued under thi s lease prior to the 
surrender of such acreage. 

28. FillHG Of ASSIQC'8fi'S 00 Rfl...EASES. If all or any part of this lease Is ass lgned or r eleased, such ass lgrv-ent or 
release rust be recorded In t he county ~here t he land Is situated, and the recorded lnstrurent, or a copy of the recorded 
lnstrurent certified by the County Clerk of the county In which the lnstrwrent Is recorded, rrust be filed In t he General Land 
Office within 90 days of the last execution date acc<XI'!lanled by the prescribed filing fee . If any such asslgrv-ent Is not so 
filed, t he rights acquired under this lease shall be subject to forfeiture at t he option of t he Conmlssloner of the General Lan~ 
Off ice. 

29 . LEASE FILIKG. It Is recogn ized that before th is lease Is effect ive a cert ified copy of this lease (>.-h lch Is r.ade and 
certified by the County Clerk from his records) shall be filed In the General Land Off ice In accordance wi t h Texas Natural 
Resources Code §52 .183, and thIs lease shall not be bind lng upon the State unless It r ec I tcs the actua 1 and true cons ldera t I on 
pa id or promised for execution of this lease. The bonus due t he State end t he prescribed filing fcc shall acc()t!'(lany such 
cer t If led copy to the Genera 1 Land Off Ice . 

30 . OISClOSU\E QJ,IJSE. All prov isions perta ining to the lease of t he above-descri bed land have been Included In this 
lnstl"\,,'rent, Including the statement of the true consideration to be paid for the execution of this lease and t he rights and 
duties of the parties . Any collateral agreerrents concerning the development of oil and gas f roo the leased premises 11hlch are 
not contained In this lease render this lease Invalid . 

31. FIOOCIARY OOTY. The owner of the soil owes t he State a fiduciary duty and rrust fully d isc lose any facts affecting the 
State' s Interest In the leased premises. \lhen t he Interests of the owner of the soil conflict with those of the State, t he o.ner 
of the soil Is obligated to put the State's Interests before his personal Interests . 

32. FWE!nnE. If lessee shall fall or refuse to make t he payrrent of any Slr'l wi th in thi rty days after It becOC"Cs due , o" 
If Lessee or an authorized agent should knowingly make any false return or false repor t concerning production or dr i lling , or If 
Lessee shall fall or refuse to drill any offset ~11 or ~lls In good faith as re<~ulred by law and the ru les and regulat lo~s 

adopted by the Conmlssloner of the General land Office , or If lessee should fall to file reports In the manner re<~u l red by law or 
fa 11 to coop ly wl th rules and regu tat Ions prorru !gated by the Genera 1 land Off Ice, t he Schoo 1 Land Soard, or the Ra llroad 
Conmlsslon, or If Lessee should refuse the proper authority access t o the records perta ining t o operat ions , or If l essee or an 
authorized agent should knowingly fall or refuse to give correct Informat ion to t he proper aut hor i ty, or knowing ly fall or refuse 
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to furnish the General Land Office a correct log of any n~!ll. or If Lessee shall knowingly violate any of the r:-.aterlal provisions 
of this lease, or If this lease Is assigned and the asslgrm!nt Is not fi led In the General Land Office as required by law, the 
rights acquired under this lease shall be subject to forfeiture by the Comnlssloner, and he shall forfeit s~.-e when sufficiently 
1nfonred of the facts which authorize a forfeiture. and when forfeited the area shall again be subject to lease under the tel"'"'s 
o' the Rellnqulshr.ent Act. However, nothing herein shall be construed as waiving the automatic termination of this lease by 
operation of law or by reason of any special limitation arising hereunder . forfeitures rMy be set aside and this lease and all 
r ights thereunder reinstated before the r ights of another Intervene upon satisfactory evidence to the Conrnlssloner of the General 
Land Office of future c~llance with the provisions of t he law and of this lease and the rules and regulations that Ny be 
~copted relative hereto. 

33. RA1U\0Nl et:tti!SS10H liEAAIHGS ON CAS . Ho natural gas or casinghead gas, Including both associated and nonassoclated 
gas, produced froc:t the mineral estate subject to this lease may be sold or contracted for sale to any person for ultimate use 
outs ide the State of Texas unless the Railr oad Conrnlsslon , after notice and hearing as prov ided In Title 3 of the Texas Hatural 
Resources Code, f lnds that: 

•• 

(a) the person. agency, or entity that executed the lease In question does not require the natural gas or casinghead 
gas to meet Its own existi ng needs for fuel; 

(b) no privat e or public hospital, nurs ing home , or other similar health-care facility In this State requires the 
natural gas or casinghead gas t o meet Its existi ng needs for fuel; 

(c) no public or private school In this State that provides elementary, secondary, or higher education requires the 
natura l gas or casinghead gas to I!Y!et Its existing needs for fuel; 

(d) no facility of the State or of any county, llllnlclpallty, or other political subdivision In this State requires the 
natural gas or casinghead gas t o I!Y!et Its existing needs for fuel; 

(e) no producer of food and fiber requires the natura l gas or casinghead gas necessary to meet the existing nct!ds of 
Irrigation PU!r9S and other machinery directly related t o this production; and 

(f) no person who resides In t his State and who relies on natural gas or casinghead gas to provide In whole or part 
his existing needs for fuel or r aw material requires the natural gas or casinghead gas to reet those needs; 
provided, however, after notice and hearing as provided In Title 3 of the Texas Natural Resources Code the 
Ra llro.ad Comnlss I on rMY grant except Ions to these provls Ions as set forth In Texas Hatura 1 Resources Code 
§52.296. 

3~. This lease Is Issued under t he prov isions of Texas Hatural Resources Code §52.1 71 through §52.188, comronly known as 
the Rellnqulstvrent Act , and other applicable statutes and arrend:rents thereto, and If any provision In this lease does not confom 
to these statutes, the stat utes will prevail over any nonconforming lease provisions. 

FOR ADDITIONAL POOVISIONS, SEE "EXHIBIT A" A'ITACHED HEREI'O AND t1ADE A PARI' HERIDF FOR ALL 
PURPOSES . 

1H IIITHESS \/HEREOf . this Instrument Is executed on the date first above 'ftTitten . 

:· ... ~ ~ • STAI T 

•• :=1l': e~ Jzudi:v 
• rnalvldually and as agent for t he State of Texas 

STATE Of TEXAS 
BY: _____________ _ 

Individually and as agent for the State of Texas 
Carolyn C. Oatman TrUstee .... ~---

••• : SSN :~ 

STATE Of TEAAS STATE Of TEXAS 
BY : _____________ _ 

Indiv idually and as agent for the State of Texas 

• 
• •• BY: __ :-:--------- ----

• • • • • • lndlvldua lly and as agent for the State of Te~as 
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This ins trvr-cnt acknowledged before rre on._.;:th::..:=i:::s:_:th::.::e::_ __ ....:da=y:......:o:.f:..._ ____ ____:'_:l~9~9:_:7_:,:_ ______ _ by 

Carolyn c . oatman, Trustee of the Carolyn C . Trust u/w/o Mabel Clark Reed. 

STATE OF TEXAS 

JILL TURNER GREEN 
MY~EXPIRES 

February 21 , 2001 

COUNTY OF _ _ ____ _ 

Hy Ccr-r:'l lsslon expires: 

This lnstru:rcnt acknowledged before :rc on·- ----------- ---------------­ by 

llota,.Y Public In and for __________ .CO<Jnty, Texas 
Hy camlsslon exp ires: 

STATE Of TEXAS 
COUNT't' OF _____ _ _ 

Thi s lns t rurrcnt acknow ledged before :rc on . _ ___________________ by 

llotary Public In and for County, Texas 
Hy comnlsslon expires : ----------

STATE OF TEXAS. 
COUHT't' OF ______ _ 

Thi s lnstruJrCnt acknowledged before :rc on ___ _______ ___ _ _ ______ !by 

Kotary Pub lic In and for __________ County, Texas 

Hy comnlss lon expires : 
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Exhibit A 

Anached to and made a part of that certain oil and gas lease dated May 15, 1997 by and ber.veen, Carolyn 
C. Oatman, Trustee of the Carolyn C. Oatman Trust ulw/o Mabel Clark Reed, as lessor, and Penwell 
Energy, Inc., as lessee. Nor.vithstanding anything to the contrary in the foregoing printed form Oil, Gas 
and Mineral Lease, it is agreed and understood that the following provisions shall supplement or modify the 
foregoing as applicable. 

35. It is understood and agreed that this lease covers oil and gas only (including with oil and gas, all 
constituent elements thereof and all other liquid or liquefiable hydrocarbons and products of every kind or 
character derived therefrom and produced therewith, including sulphur), and all minerals other than oil and 
gas are excepted here from and reserved to Lessor. Including among the minerals reserved to Lessor and 
excluded from this lease are coal, uranium and lignite. 

36 After the end of the primary term, this lease may not be maintained in force solely by reason of shut-in 
royalty payments, as provided heretofore, for any one shut-in period of more than three (3) years, or, from 
time to time, for shoner periods which exceed three (3) cumulative years. It is maintained, should a viable 
market with a will ing purchaser for such gas be found by Lessor to exist, Lessor may give Lessee written 
notice of such market and Lessee shall, after receipt of such notice have sixty (60) days within which to 
diligently commence the steps prerequisite to marketing such gas or demonstrate to Lessor's reasonable 
satisfaction that the market is not economically viable or the purchaser is not willing, and Lessee's failure to 
do one or the other shall be grounds for termination of this lease. 

37. Lessee shall pay for all damages to roads, fences, improvements, and growing crops caused by its 
operations hereunder, and will fill and level all pits and mounds, remove all board roads and board road 
materials, level and fill all ruts, and restore the surface of the ground to as near its original condition as is 
reasonably practical within a reasonable period of time after cessation of operations at each well on the 
leased premises. In addition, Lessee agrees to pay as surface damage $2500.00 per drill site location, 
$2000.00 per well for water used in drilling operations, and S2.00/yard for caliche used in operations. 

38. Nor.vithstanding any provisions to the conrrary, at the expiration of the primary term this lease shall 
terminate as to all depths I 00 feet below the deepest producing formation on the leased premises. 

39. If Lessee, its successors or assigns, has completed a well on the leased premises, prior to the expiration 
of the primary term, which is capable of producing oil and/or gas in paying quantities, or, if at the expiration 
of the primary term hereof, Lessee is then engaged in actual d.rilling operations, this lease shall not 
terminate and shall remain in full force and effect as to all acreage not then held in a governmentally 
allowed spacing unit so long as actual drilling operations on an additional well are commenced within 120 
days following the expiration of the primary term, and this lease shall continue in force for so long 
thereafter allowing not more than 120 days to elapse ber.veen the completion or abandonment of one well 
and the commencement of drilling operations for another well in a bona fide elTon to find oil or gas until 
such time as the leased premises have been fully developed to a density of one well for each standard 
spacing or proration unit allowed by any Special Field Rules of the Texas Railroad Commission of Texas, 
or, if no such Special Field Rules have been adopted by the Railroad Commission, then such spacing or 
proration unit shall be deemed to be 40 acres as to oil wells and 320 acres for gas wells. If Lessee fai ls to 
commence said program or, if having commenced said program fails to continue same, then this lease shall 
ipso facto terminate as to all acreage covered hereby, except only for a tract surrounding each well then 
producing, each of such tracts to contain a sufficient number of acres to conform to Railroad Commission 
Special Field Rules for a standard spacing or proration unit or, if there are no Special Field Rules, to 
contain the acreage as aforesaid for oil wells and gas wells. Without in any way limiting the rights of 
Lessor hereunder, if this lease terminates as to any portion or portions of the leased premises, Lessee 
expressly agrees to execute and deliver to Lessor a properly recordable instrument releasing such ponion or 
portions of the leased premises. 
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40. The provisions of paragraph 4 relating to pooling for oil shall only apply when and if an insufficient 
quantity of the leased premises remains unallocated to existing or drilling oil wells to support the drilling of 
an additional oil well of the type and depth contemplated by Lessee, and in such event Lessee may pool all 
of the remainder of the leased premises with other lands as to fonn a pooled oil unit. 

41 . In the event a portion or portions of the land herein leased is pooled or unitized with other land so as to 
fonn a pooled unit or units, operations on, completion of a well upon, or production from such unit or units 
will not maintain this lease in force as to the land not included in such unit or units. The lease may be 
maintained in force as to any land hereby and not included in such unit or units in any manner provided for 
herein. 

42. The only deductions that are to be made on royalties payable hereunder will be for production taxes 
and severance taxes only. 

43. Should Horizontal Drilling operations be utilized on the leased premises or lands pooled herewith, such 
operations and respective proration units shall be governed by the pertinent Governmental authority having 
jurisdiction. 

44. It is hereby understood and agreed that if production is established on said lands, and Lessee, his heirs, 
successors, or assigns, assigns away operations (that is a change in operator) then lessee, his heirs, 
successors, and assigns will notify all royalty owners of any such change. 

SIGNED FOR IDENTIFICATION: 

~e~~~ 
Carolyn C. annan, Trustee 
Carolyn C. Oatman Trust u/w/o Mabel Clark Reed 
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FILED FOR RECORD ON THE'--_..1...,2 ... TH~.,__ ___ DAY OF _ __,JUNE'-"'-"~-----·A.D. 1997 AT 9 : 49 A M 

DULY RECORDED ON THE 13TH. 

BY:c........-haLLb,v a12J~ 
DAY OF _ ___..JUNE ........ .__ _ ___ _ .A . D. 1997 AT 2 : 00 ll-}'t 

DEPUTY DIANNE 0. FLOREZ , COUNTY CLERK 

REEVES COUNTY , TEXAS 

I 
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Ho. 5367--Genera I Land 
Off lc~ L e<~se F onn Under 
Relinqulsl\-rent Act 
Revised , Sept~ber !987 
GLO-L -19-(9-87) 

OIL NO W L.f.AS( 

THIS AGREEM£HT Is N de and entered Into this_l21h:.day of......,M..,a_.y ___ l9.2L.._, bet'.1!en the State of Texas, act lng by a 'I<: 

t hrough Its agent,_Jh~'~.~~~~~· -Ouaa~tmm~a~o~--------~~~~~~~~~OT~~~~~~~~~.----­
of P.O. Dr awer 310 , Bastrop lexas 78602 -------------------------------------

---------------------~-------~-----------------said a~ent 
(Give Pennanent Address) 

herein N!ferred to as the ~er of the soil (whether one or rrore). and penwel 1 Energy Inc . 

-----~------------~--~~--~~~~~~r-~----~~~--------------------------cl 600 North Marienfeld , Suite 1100, Midland , Texas 79701 
(Give Permanent Address) 

here lnafter ca 11~ Lessee. 

I . W.'ITII!G Cl.J,IJS(. For and In cons lderat lon of the a:rounts stated below and of the covenants and aoreeo-cna to be ~)a id . 

l.ept and perfomed by Lessee under this lease, t he State of , Texas act\nQ by and through the ~er. of . t he. soli, hereby grants. 
leases and lets unto Lessee , for t he sole and only pyrpose of prospectlnQ and dr llll nQ for and producing oil and gas, laying pipe 
lines, buildi ng tan~s. storing oil and bulldlnQ po'.1!r stations , telephone li nes and other structures t hereon, to produce, seve. 
ta~e care of . treat and transport sa \d products of the luse, t he foll owlnQ lands s ltuated In Reeye« County. 
State of Texas, t o-wit : 

Block 54 . TWP 5, T&P RR Co. Sy . 
Section 6 : E/2, NW/4 

contaln\ng,_-=:!4~8~0~----- acres , rrore or less. The bonus cons ideration ~)aid for this lease Is as follo.~s : 

To the State of Texas: Two Thousand Five Hundred a nd Ninety-Two and 00/100 
Do liars (S 2 592 . 00 ) 

To the o.mer of the soli : Two Tho usand Fi ve Hundred and Ninety-Two and 00/ 100 
Dollars (S 2 592 . 00 ) 

Tota I bonus cons ldcrat \on: Five Thousand One Hundred and Eighty- Four and 00/100 
Dollars (S 5 184 . 00 ) 

The tutal bonus consideration paid r epresents a bonus of-;:';:";-;:;--;;-;:----------------- -----:---- -­
-------------- Si xty -------------- Dollars (S' 60 . 00----- - ----------------------------) per acre . o~ 
- --- - -..ll.lll...!IL... _ _____ ,net acres . 

2. TE!t'l. Subjec t to t he other provisions In t his lease, t his le<~se shall be 'or a tenn of Two (2) years 
frcrn thls date (herein ca lled · prlrury tenn~) and as long there<~fter as oil and gas, or ' elther of the!:!, Is produced In paylnQ 
quant It les • f rc:n said land. 

•As used In this lease, t he tenn •produced In paying quant It les · means that the rece ipts fron the sale or other author lzec 
cc:mrcrc Ia I use of the substance( s) cover~ exceed out of poc~et opera t lona 1 expenses for the s lx rronths last past. 

-------·- ------·-·· '------ ------- -----------
jp - I ? t)) 
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3. DELAY REI!Tfii..S. If no well Is comrenccd on the leased premises on or before one (1) year from this date, this lease 

shall terminate, unless on or before such anniversary date Lessee shall pay or tender to t he owner of the soil or to his credit 
Ban~. 

In the--------------------------------------~----------~7:~~~:=:7.::~~~~::~::-;.::;; 
at , or Its successors (which shall continue as the depository regardlcs. of 

changes In the ownership of said land), t he arrount specified below; In addition, Lessee shall pay or tender to the COH.~ISSIOIIEII 
OF THE GENERAL WO OffiCE OF THE STATE OF TEXAS, AT AUSTIH, TEXAS, a like su::~ on or before said date. Payrrents under this 
paragraph shall operate as a rental and sha ll cover the privilege of deferring the comrencer-ent of a well for one (I) year from 

said date. Pa~nts under this paragraph shall be In the following a'TI)Onts: 

To the owner of the so 11 : ______ 2T~w:2o~Hl!!U!!!D~d~r~e~d~S~i~x~t§Je~e~nL_,a!!Jn~dg_:O~Ou/.!l.!.!O.!.!O ________________ ~;------------
Oollars (S 216 00 

To the State of Texas: ________ _]Tw~oLJHuuun~d~r~e~d~S~iLx~t~e~e~no_aann~d_uO~O~/Jl~O~OL_ ____________________________ __ 

Collars (S 216 . 00 

Total Rental: ______ JF~ouy~r~H~'w'o~d~r~e~d~Tbin~i~r~t~y7-~Tw~o~a~oud~OuO~/Llu0~0L-____________________ _,~-----------
Oollars (S 432.00 

In a like runner and upon like pa~nts or tenders annually, the comrence<rent of a well rroy be further deferred for successive 
periods of one ( I ) year each during the prlrrory tenn. All pa~nts or t enders of rental to the owner of the soil rray be rr.ade by 
check or sight draft of Lessee, or any assignee of this lease, and rray be deliver~ on or before the rental paying date. If the 
bank designated In this paragraph (or Its successor bank) should ·cease -to ·exist;· suspend business~ liquidate, fall or be 
succeeded by another wnk, or for any reason fall or refuse to accept rental , lessee shall not be held In default for failure to 
r:-ake such pa~nts or tenders of renta 1 unt 11 th lrty (30) days after the owner of the so 11 sha 11 de liver to lessee a proper 
recordable lnstrurrent naming another bank as agent to receive such pa~nts or tenders. 

4 . PROOUCTIOK ROYALTIES. When production of oil and/or gas Is secured during the tenn of this lease, lessee agrees to pay 
or cause to be paid one-half {1/2) of the royalty provided for In this lease t o the Comnlssloner of t he General Land Office of 
the State of Texas, at Austin , Texas, and one-half (1/2) of such royalty to the <1rl!ler of the soil: 

(a) OIL. Royalty payable on oil , ..ntch Is defined as Including all hydrocarbons produced In a liquid fom at t he r.'OUth of 
the well and also as all condensate, distillate, and other liquid hydrocarbons recovered from oil or gas run t hrough a separator 
or other equlpcrcnt, as hereinafter provided, shall be-- --- --23%---------- - part of the gross production or the Nrket 
val~e thereof, at the option of the <1rl!ler of the soil or the Comnlssloner of the General Land Office, such value to be detemlned 
by I) t he highest posted price, plus premho, If any, offered or paid for oil , condensate, distillate, or other liquid 

: • • hyCrocarbons. respect 've ly. of a like type and gravity in the genera 1 area where produced and when run. or 2) the highest rMrket 
• • t r, ce thereof offerod or paid In t he genera l area where produced and ~then run , or 3) the gross proceeds of the sale thereof, 
• .. : ~lchever Is greatest . Lessee agrees that before any gas produced from the leased premises Is sold, used or processed In a 
•• pfant, It will be run free of cost to the parties entitled to royalties through an adequate oil and gas separator of conventional 

• type, or other equlpcrcnt at least as efficient, so that all liquid hydrocarbons recoverab le fran the gas by such r:-cans will b~ 
·:~co,ered. The requlrerent that such gas be run through a separator or other equipment rroy be waived In writing by the royalty 

• • •• o.-ners upon such tenns and condlt Ions as they prescribe . 

(b) HOH PROCESSED GI\S. Royalty on any gas (Including flarod gas), ..tllch Is defined as all hydrocarbons and gaseous 
• substances not defined as oil In subparagraph (a) abeve, produced from any well on sa id land (except as provided herein with 

• •• respect to gas processed In a plant for the ext raction of gasoline , liquid hydrocarbons or other products) sha ll 
• • • •• ~-----23%---------- part of t he gross production or the market value thereof , at t he option of t he owner of the soil or 

the Comnlssloner of the General Land Office , such value to. be based on the highest market price paid or offered for gas of 
co:varable quality In the general area where produced and when run, or the gross price paid or offered to the producer, whichever 
Is greater; provided that the maxtii'I.Dll pressure base In rreas urlng the gas under this lease shall not at any tlrre exceed 1~. 65 

pounds per square Inch absolut e , and t he standard base tetrperature shall be s ixty {60) degrees Fahrenhei t, correction to be rrade 
for pressure according t o Boyle' s l a\1, and for spec i fic gravity accordi ng to tests made by the Balance l'.ethod or by the rost 
approved rrethod of testing being used by the Industry at the t trre of test tng . 

(c) PROCESSED GI\S . Royalty on any gas processed In a gasoli ne plant or other plant for the recovery of gasoqne or other 
l tqu td hydrocarbons shall be- - --- -- 23%-- ----- - - --- --- part of the res I due gas and the liquid hydrocarbons extracted 

or the market value thereof , at the opt I on of the <1rl!ler of the soil or the Comnl s s toner of t he Genera 1 land Off Ice . A 1 l 
royalties due herein shall be based on one hundred percent {100%) of t he total plant production of residue gas attributable to 
gas produced from this lease, and on fifty percent (SO%) , or t hat percent accruing to Lessee, hMchever Is greater, of the total 
plant production of liquid hydrocarbons atO'Ibutable to the gas produced from this lease; provided that If liquid hydrocarbons 
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are recov~red from gas processed In a plant In wtllch Lessee (or Its parent, subs ld lary or a ff Ilia te) owns an Interest , then th~ 
percentage applicable to liquid hydrocarbons shall be fifty percent (SO~) or the highest percent accruing to a thi rd party 
processing gas through such plant under a processing agreerrent negotiated at am's length (or If there Is no such third party, 
the highest percent then being speclfled In processing agreen-ents or contracts In the Industry). whichever Is greater. T~e 

respective royalties on residue gas and on liquid hydrocarbons shall be detemlned by 1) t he highest market pr ice pa id or offeree 
for any gas (or llqu ld hydrocarbons) of COO"parab le qua 11 ty In the genera 1 area, or 2) the gross pr Ice pa ld or off cred for such 
residue gas (or the weighted average gross sell ing price for the respective grades of liquid hydrocarbons , F.O.B. at the plant In 
\orlllch s~ld gas Is processed). \orlllchever Is greater. 

(d) OTIIER PROOUCTS . Royalty on carbon black, sulphur or allY other products produced or manufactured from gas (except lng 
liquid hydrocarbons) whether said gas be •casinghead, " "dry, • or allY other gas, by fract ionating, burning or BT\Y other process ing 
shall be-----<3% ------------part of the gross production of such products, or the market value thereof, at t he opt lon 
of the owner of the soil or the Comnlssloner of the General Land Office, such market value to be determined as fol lows: I) on 
the bas Is of the h lghest market prIce of each product for t he sarrc rronth In .m lch such product Is produced, or 2) on the bas Is o! 
the average gross sale price of each product for the sarre rronth . ~n which such product- Is sold, whichever Is greater. 

5. " IKIIIUH ROYALTY. For each calendar year following the date of the expiration of the pr imary t erm ~en this lease Is 
held for allY part of such calendar year by production, the royalty received under this lease 11\JSt not be less t han an a:,.ount 
equal to the total annual delay rental provided for In Paragraph 3. If Paragraph 3 of this lease does not specify a delay rental 
anount, then for t he purposes of this paragraph, t he de ley rental ·arrount· shall be one dol lar (Sl. OO) per •acre. 

6. ROYALTY IK Kll(). Notwithstanding allY other provision In t his lease , at allY tlrrc or fl'OI'l tiiOO t o t lrrc, t he owner o' the 
soil or t he Comnlssloner of t ho General Land Office cey, at t he option of either, upon not less than sixty (60) days notice to 
the holder of the lease, require t hat the payrrcnt of any royalties accruing to such roya lty owner under t his lease be rade lr. 
kind. 

7. 110 DEDOCTIOHS. Lessee agrees that all royalties accruing under this lease (Including those pa id In kind) sha ll be 
without deduction for the cost of producing, gathering , storing , separating, treating, dehydrat ing, cor.presslng, process ing, 
transporting, and otherwise making t he oil , gas and other products hereunder reaey for sale or use. Lessee agrees to cor-pute ~nd 
pay royal t ies on t he gross value received, Including any relrrburserrents for severance t axes and production related costs. 

8. Pl.AKT FUEL AHD RECYCLED GAS. No royalty shall be payable on any gas as may represent this lease' s proport ionate sh~re 
of any fuel used to process gas produced hereunder In an,y processing plant . Notwithstanding allY other provision of thi s lease, 
and subject to the written consent of the owner of tho soil and tho Comnlss loner of the Genera 1 Land Off Ice, Lessee ray rccyc le 
gas for gas lift purposes on the leased premises or for Injection Into any oil or gas producing formation underlying the leased 
premises after the liquid hydrocarbons contained In the gas have been reroved; no royalties sha 11 be payab le on t he recycled gas 
until It Is produced and sold or used by Lessee In a renner ~lch entitles t he royalty owners t o 6 royalty under thi s lease . 

9. ROYALTY PA'I1'flll'S AHD REPOOTS. All royalties ~lch are required t o be paid to the Coomlssloner of t he Genera l La-~ 
Office under this lease shall be duo and payable In t he following manner: Royalty on oil Is due and ITIJSt be rece ived In the 
General Land Offlco on or before t he Sth day of the second r.onth succeeding tho r.onth of production , and roya l ty on gas Is due 
and 11\JSt be received In the General Land Office on or before tho 15th day of t ho second r.onth succeed ing the rronth of production, 
accOO"panled by t he affidavit of the owner, manager or other authorized agent, cor.pleted In the fom and l!'.anner prescribed by t~e 
General Land Office and showing the gross enount and disposition of all oil and gas produced and the market value of the oil ao~ 

gas , together with a copy of all docurrcnts, N!cords or reports conflmlng tho gross production , d isposit ion and r.arket value 
Including gas rooter readings, pipeline receipts, gas line receipts and other checks or rreroranda of arount produced and put Into 
pipe lines, tanks, or pools and oas lines or gas storage , and allY other reports or records w'h lch the Genera 1 Land Off Ice -.ay 
require to verify the gross production, disposition and market value. Each royalty payrrcnt shall be accompanied by a check stub, 
schedule, sumnary or other remittance advice showing by t he assigned Genera 1 Land Off Ice lease nu:rber, the ar.ount of royalty 
being pa id on each lease. If Lessee pays his royalty late but on or befoN! t hirty (30) deys after the royalty payrrcnt was c"e, 
then Lessee ones a penalty of 511 of the royalty or $25.00, ~lchever Is greater . A royalty payrrcnt ~o~hlch Is over thi rty (301 
days late shall accrue a penalty of 10% of the royalty due or S25.00, whichever Is greater. In add it ion to a penalty, royalties 
shal l accrue Interest at a rate of 12% per year; such Interest will begin accruing when t he royalty Is sixty (60) days overdue. 
Affidavits and supporting docl.llrents ~lch are not filed ~en duo shall Incur a penal ty In an atroUnt set by t he General Land 
Office administrative rule which Is effective on the date when t he affidavits or supporting doctrents were due. The Lessee shall 
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bear all responsibility for paying or causing royalties t o be paid in the manner prescribed in t his paragraph. Pa)'lrent of the 
delinquency penalty shall in no way operate to prohibit t he State's right of forfeiture as provided by law nor act to postpone 

the dote on which roya lties were originally due. The above penalty provisions shall not apply In cases of title dispute as to 
the State • s port ion of the roy a 1 ty or to that port ion of the roya 1 ty in d l spute as to fa lr market value . Pena 1 t les due under 
this paragraph are subject to change In order to confonn to any future penalty statutes. The State shall have a first lien upon 
all oil and gas produced from the area covered by this lease to secure t he pa)'lrent of all unpaid royalty and other sums of 110ney 

that may become due to t he State under this lease. 

10. PEIU11TS. RfPOOTS, MD RESERVES. Lessee shall file all drill i ng penul ts in t he narre of t he · s tate• and require each 
well and/or t ank battery on t he leased premises to be designated by the word •state• for Identification and reporting t o t he 
Railroad Comnission or any other goverrrrental agency. Wri tten notice of operations under this lease shall be subol tted to t he 
Comnlssioner of t he General Land Office by Lessee five (5) days before spud date, cessation of production, 1oo0rkover, re-entry, 
te~T~>orary abandorvrent or abandorrrent of any well, and shall Include copies of Ra llroad Conmiss lon forms for appllcat lon to drill, 
well tests. C<Xr9let I on reports and p lugg lng records. Lessee sha 11 supply the Genera 1 Land Office wl th any records, rrerroranda, 
accounts, reports , cuttings and cores, or other lnfonratlon re lative .to the operation of .t he above described premises, lihlch rr.ay 
be requested by t he General Land Office, In addition to those herein expressly provided for. Lessee shall have an electrical 
and/or rad loact I vi ty survey rna de on the bore-hole section, from t he base of the sur face cas lng t o t ota 1 depth of we 11, of a 11 
we 11 s dr llled on t he above descr ibed preml ses and shall t ransml t a true copy of t he l og of each survey on each we 11 to t he 
Cencral Land Office within fifteen (15) days after making of said survey. The Comnlssloner of t he Cenera l Land Office reserves 
the right to require Lessee to annua lly furnish the said Coomlssioner with Its best · possible estimate ·of oil and gas reserves 
underlying this lease or allocable to this lease. 

11. OOY IIOL£ CV.USE. If, during the primary ten:1 hereof and prior to discovery and production of oil or gas on said land, 
Lessee shou ld drill a dry hole or holes thereon, or If , after discovery and production of oil or gas, the production t hereof 
should cease from any cause, this lease shall not ten:~lnate If, on or before t he rental paying date next ensuing after the 
expiration of sixty (60) days from date of coopletlon of said dry hole or cessation of production , Lessee conrrences additional 
dri lling or reworking operations thereon, or 'conrrences or res!mls the paylrellt of aMual delay rental In the sa:oo manner as 
provided In Paragraph 3 of this lease. If a dry hole be coopleted and abandoned during the last year of t he primary tem, 
Lessee's rights shall remain In full force and effect without further operations until the expiration of the prlrMry tenn. 
Shou ld the first well or any subsequent well drilled on the above described land be coopleted as a shut-In oil or gas well within 
the prlrory t enn hereof, Lessee may resLIOO pay!rent of anooa 1 renta 1 In t he sane manner as provided In Paragraph 3 In this lease 
on or before the rental paying date next ensuing after sixty (60) days from the date of coopletlon of such shut-In oil or gas 

:• • well , and upon t he failure t o make such aMual rental pa)'lrent , this lease shall Ipso facto tennlnate. If at the expiration of 
• • • .tho primary t enn or at any t ime thereafter a shut-In oil or gas well Is located on t he l eased premises , payments rMY be rode In 

• •• • accordance with the provisions of Paragraph 14 of this lease. 
• • • •• • 

12. OO!Ll!HG AAD RaQU<IHG AT EXPIRATIOII Of PRIIWtY TERH. If, at the expiration of the primary term, neither oil nor gas 
•• •• Is be ing produced on said land , but Lessee is then engaged in drilling or reworking operations thereon, t his lease shall tet'l31n 

••• : In force so long as operations on said well or for drilling or reworking of any additional well are prosecuted in good faith and 
in workmlnlike manner without interruptions t ota ling rore than sixty (60) days during any one such operation, and if t hey result 
in t he production of oil and/or gas, so long thereafter as oil and/or gas is produced in paying quantiti es from said land, or 
p.:\)1l'Cnt of shut-in oil or gas well royalties or coopensatory royalties Is rnde as provided in this lease . 

• •• 
• • • • • • 13. CESSATIOH , OOIU.IHG MD Ra«)U((HG. In t he event production of oil or gas on the leased prer.1lses after once obtained 

shall cease from any cause at the expiration of the primary term hereof or at any t ime or times thereafter, this lease shall not 
tenninate if Lessee conrrences additional drilling or reworking operations within sixty (60) days t hereafter, and t he lease shall 
rema in in full force and effect so long as . such operations continue In good faith and In a workmanlike rnanner without 
Interruptions totaling 110re than sixty (60) days during any one such operation; and if such drilling or rework ing operations 
result In the production of oil or gas , the lease shall remain In full force and effect so long as oil or gas is produced 
therefrom in paying quantities or p~nt of shut-In oil or gas royalties or COfTilCnsatory royalties Is made as hereinafter 
provided or as provided elsewhere in the statutes of the State of Texas. Lessee shall give written notice to t he General l and 
Off ice within five (5) days of any cessation of production. 

1~. SHUT IH ROYALTIES. If, at the expiration of the primary term or at any time thereafter, a well or wells capable of 
producing oil or gas In paying quantities Is located on the leased premises but oil or gas is not being produced for lack of 
sui table production facilities or a suitable market, and the lease Is not being maintained In force and effect, Lessee my pay as 
a shut-in oil or gas royalty an amount equal to double the anooal rental provided in Paragraph 3 of this lease but not less t han 
S1,200 a year for each well capable of prooucing oil or gas in paying quantities. If Paragraph 3 of this lease does not specify 
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a delay rental amount , t hen for the purposes of this paragraph, the delay rental aoount shall be one dollar (Sl.OO) per acre . 
Ar.y shut-In oil or gas royal ty rust be paid on or before: (I) the expiration of t he primary term, (2) 60 days after the lessee 
ceases to produce otl or gas from the leased premises, or (3) 60 days after lessee corrpletes a drt ll tng and reworking operat ton 
In accordance with the lease provisions; whichever date ts latest . Such pa)m!nt shall be made one-half (1/2) to the Cor:mlss to;.er 
of the General Land Office and one-half {1/2) to the owner of the sotl . If the shut- In otl or gas royalty ts patd, the lease 
shall be considered to be a producing lease and the pa)m!nt shall extend the tenn of the lease for a period of one (1 ) year f~W~ 
the end of the primary t~rm or from the first day of the oonth next succeeding the rronth tn ldllch production ceased and after 
that, tf no suitable product ion facilities or suitable market for t he otl or gas exists, Lessee may extend the lease for four (4 ) 
addlt tona 1 and success tve periods of one year by paying the sa~re anoont each year on or before the exptrat I on of t he extended 
term. If, during the period t he lease ts kept In effect by pa)m!nt of t he shut- In oil or gas royalty, oil or gas Is sold and 
delivered In paying quantities from a ~11 located wtthtn 1.000 feet of t he leased premises and cocrpleted tn the sa~re producing 
reservoir or, tn any case In which drainage Is occurr ing , the right to cont inue to ext end the lease by paying t he shut-In oil or 
gas royalty shall cease. The lease shall renuln effective for the remainder of the year for ldllch t he royalty has been paid and 
for four (4) additional and successive periods of one year 'each by the Lessee paying cocrpensatory royalty at t he royalty rate 
prov ided In the lease of the value at the well of production f rom the ~11 that ts causi ng tho drainage or that ts cor-pleted In 
the sa~re producing r eservo ir and within 1,000 feet of the leased promises. The COCllJensatory royal ty Is to be patd rronthly, one­
ha 1f ( 1/2) to the Comntss toner of tho Genera 1 Land Off leo and one-ha 1f ( 1/2) to the owner of t he soli, begiMing on or before the 
last day of the rronth next succeeding tho rronth tn which t he otl or gas ts sold and delivered from the well. If t he C()(1lensatory 
royalty pa td tn any 12-zronth period ts tn an anoont less than the anrua 1 shut-In otl or gas royalty, Lessee sha 11 pay an a!·ount 
equal to tho difference wtthln 30 days from the end of the 12-ronth period. Hone of these provisions will relieve Lessee of the 
obligation of reasonable developcrcnt or t he ob ligation t o drill offset wells as prov ided tn Texas Natural Resources Code 
§52.173. 

15. OEVELO!'I1EJO'. llotwlthstandtng any provision of thts lease to the contrary, after a well producing, or capable of 
producing, oil or gas has been cocrpleted on t he leased premises, Lessee shall exercise t he diligence of a reasonably prudent 
operator In drilling such additional well or wells as may be reasonably necessary for t he proper developrrent of the leased 
premises and In marketing the oil and gas produced. In the event this lease Is In force and effect three (3) years after the 
expiration date of the primary term, It shall then terminate as to all of t he leased premises, EXCEPT: 1) 40 acres surrounding 
each producing oil well and 320 acres surround ing each producing gas well (Including a shut-In oil or gas well as provided In 

Paragraph 14 of t his lease), or a well upon ldllch Lessee Is then engaged In continuous drilling or reworking operations, or 2) 
the nulltler of acres Included In a producing pooled unit pursuant to Texas Natural Resources Code §52. 151 - §52.153, or 3) such 
greater or lesser nulltler of acres as lillY t hen be allocated for production purposes to a proration unit for each such producing 
~ll under the rules and regulations of t he Railroad Comnlsslon of Texas, or any successor agency, or other goverr...enta l 
authority having jurisdiction. "Producing" as used In t his lease ~reans producing In pa.ylng quantities. The acreage retained 
under this provision as to each well shall, as nearly as practical, be In the fon:~ of a square with the well located In the 
center or In !uch other shape as may be approved by the Comulssloner of t he General Land Of fice. Lessee shall execute and record 
a release or releases containing a satisfactory description of the acreage tennlnated under this provision, and the recorded 
release, or a certified copy of sa~re, shall be filed In t he General Land Office, accompanied by t he prescribed fili ng fee. 

16. OfFSET W£US .. Neither the bonus , delay rentals, nor royalties paid, or to be ·~ld, under this lease sha ll relieve 
Lessee of his obligation to protect tho oil and gas under t ho above-described land from being draIned. To prevent drainage • 
Lessee Is obligated to drill as many wells as the facts may justify and to the depth or depths necessary for effective protection 
against undue drainage. In addit ion, If a draining well which Is producing In comnerclal · quantltles Is located with in 1,000 feet 
of the above-described land, or In any case ldlere the above described land Is being drained , Lessee Is statutorily obligated to 
dr ill an offset well on the leased premises within 100 days after the draining well begins production In comnerclal quantities. 
Failure to satisfy the statutory offset obligation cay subject this lease and the owner of the soil's agency rights to 
forfeiture. Only upon the detennlnatlon of t he Comulssloner of the General Land Office and with his written approval roy the 
pa)lrent of cocrpensatory royal ty satisfy obligation to drill an offset well or wells required under this paragraph. 

17. f()l.CE HAJE\RE .. If , after a good faith effort, Lessee Is prevented from cocrplylng with any express or l11plled covenant 
of this lease, from conducting drilling operations on the leased premises, or from producing oil or gas from the leased pre<:~lses 

by reason of war, rebellion, riots, strikes, acts of God, or any valid order, rule or regulation of gover01rent authority, then 
ldllle so prevented, Lessee's ob llgat ton to cocrp ly wl th such covenant sha 11 be suspended and Lessee shall not be llab le for 
dilJ!\lges for failure to cocrply with such covenants; addit ionally, this lease sha ll be extended ~>tllle Lessee Is prevented, by any 
such cause, from conducting drilling and rework ing operat ions or f rom producing oil or gas from the leased premises. H~er, 

nothing In this ~ragraph shall suspend the pa)m!nt of delay rentals In order to maintain this lease In effect during the primary 
tenn In the absence of such drilling or reworking operations or production of oil or gas. 

5 
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18. WAARAKTY CV.USE. The owner of the soil warrants and agrees to defend title to t he leased premises . If the owner of 
the soil defaults In payrrents owed on the leased premises, then Lessee rr.ay redeem the rights of the owner of the soil In the 
leased premises by paying any mortgage, taxes or other liens on the leased premises. If Lessee rr.akes payrrents on behalf of the 
owner of t he soil under th is paragraph, Lessee rr.ay recover the cost of t hese payrronts frorr. the renta 1 and roya ltles due the owner 
of the soil. 

19. PROPOOTIOMTE REDUCTIOH CLAUSE. If the owner of the soil owns less than t he entIre undivided sur face estate In the 
above described land, ~ether or not Lessee's Interest Is spec ified herein, then the royalt ies and renta 1 herein provided to be 
paid to the owner of the soil shall be paid to him In the proportion which his Interest bears to the entire undivided surface 
estate and the royalties and rental herein provided to be paid to the Coomlssloner of t he General Land Off ice of t he State of 
Texas shall be likewise proportionately reduced. However, before Lessee adjusts the royalty or rental due to t he Comnlssloner of 
the General Land Office, Lessee or his author ized representat ive rust submi t to the Comnlssloner of the General Land Office a 
written statement ~lch explains the discrepancy between the Interest purportedly leased under th is lease and the actual Interest 
owned by the owner of the so 11. The Comulss loner of the Genera 1 Land Off Ice sha 11 be pa ld the value of the whole product I on 
allocable to any undivided Interest not covered by a lease, less the proportionate development and production cost allocable to 
such undivided Interest. However, In no event shall the Comulssloner of t he General Land Office receive as a royalty on t he 
gross production allocable to the undivided Interest not leased an amount less than the value of one- sixteenth (1/16) of such 
gross product I on. 

20. USE Of WATER. Lessee shall have the right to use water produced on said land necessary for operations under this lease 
except water from wells or tanh of the owner of t he soil ; provided , however , Lessee shall not use potable water or water 
suitable for livestock or Irrigat ion purposes for waterflood operations without the prior consent of t he owner of t he soil. 

21. !111T11001ZED Ofii'.NiES. Lessee shall pay the owner of the soil for da~roges caused by Its operations to all personal 
property, ltrprovements, livestock and crops on said land. 

22. PIPaiHE OEPTII. llhen requested by the owner of the soil. Lessee shall bury Its pipelines below plow depth . 

23. liEU. LOCATIOH U KIT. Ho well shall be drilled nearer than oo hundred (200) feet to any house or barn now on said 
prer.~lses without the written consent of the owner of t he sol 1. 

24. COOSERVATIOII Cl.AUSE. Lessee shall have the exclusive right to build, operate and maintain pits, reservoirs, pickup 
:• • stations and plants for the purpose of picking up and conserving waste oil that flows down t he creeks, ravines and across the 
• • .,l!ased premises, whether such waste oil Is produced frorr. the leased premises or f rorr. other lands. Royalties, as provided In this 
• ••:•l; ase for regularly produced oi l, are also owed on all such waste oil. 
•• • 

• 25 . Rfl()VAl Of EQUIPI'EI!T. Subject to limitat ions In this paragraph , Lessee shall have the right to remove machinery and 
•:•" xtures placed by Lessee on the leased premises , Includ ing t he right to draw and rC!TOVe casing. within one hundred twenty (120) 

•• • • days after the expiration or the termination of t his lease unless the owner of tho soil grants Lessee an extension of this 120-
day per iod. However, Lessee may not remove casing .frorr. any well capable of producing oil Bnd gas In paying quantities. 
Additionally, Lessee rr.ay not draw and remove casing until Bfter thirty (30) d~ written notice t o the Carmlssloner of the 

• General Land Off ice and to the owner of the soil. The owner of the soil shal l becorre the owner of any rachlnery, fixtures, or 
• •• casing which are not t lr.ely removed by Lessee under the t erms of this paragraph. 

• • • • •• 

26 . (a) ASS!Gl019CTS. Under t he conditions contained In this paragraph and Paragraph 28 of this lease. the rights and 
estates of either party to this lease may be ass lgned, In ~ole or In part, and t he provls Ions of this lease shall extend to and 
be blndlno upon t heir heirs , devisees, lega l representatives, successors and assigns. However, a chBngc or division In ownership 
of the lBnd , rentals, or royalties wi ll not enlBrge the obligat ions of ·Lessee, diminish t he r ights, privileges and estates of 
Lessee, ltrpalr the effectiveness of Bny pa.yrrent made by Lessee or Impair the effectiveness of any act performed by Lessee . And 
no chBnge or division In ownersh ip of t he 1Bnd , rentBls; or royal ties sha l l bind Lessee for any purpose until thirty (30} days 
after tho owner of the soil (or hi s he irs , dev isees , legal representat ives or assigns) furnishes the Lessee with satisfactory 
written evidence of · the chanoe In ownership, Includ ing t he or iginal recorded runlr.ents of title (or a certified copy of such 
original) when the ownership changed because of a conveyance. A total or part ial uslgrment of this lease shall , to the extent 
of the Interest assigned, relieve and discharge Lessee of all subsequent obligations under this lease . If t his lease Is Bsslgned 
In Its entirety as t o only part of the acreage, the right and option to· pay rentals shall be apportioned u between t he several 
owners ratably, according to the area of eash. and fa ilure by one or more of t hem to pay his share of t he rental shall not Bffect 
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t his lease on t he part of the land upon which pro rata rentals are t l100 ly paid or tendered; ha..ever, If the assignor or assignee 
does not ftle a certified copy of such assignment In the General l and Office before t he next renta l paying date, the entire lease 
shall t emlnate for failure to pay the entIre renta I due under Paragraph 3. Every assignee sha 11 succeed to a 11 rights and be 
subject to all obligations , liab ilit ies , and penalties owed to t he State by t he original lessee or any prior assignee of the 

lease , Including any liabilities to t he State for unpaid royalties . 

(b) ASSICHHEKT LIHITATIOK. Notwithstanding any provision In Paragraph 26(a), If t he owner of the so t 1 acquires this lease 
tn whole or In part by ass tgn100nt without t he prior wri tten approval of the Comnlsstoner of t he General Land Office, this lease 
Is void as of the t iiOO of assignment and t he agency power of t he owner NY be forfeited by t he C()tll'll\ss loner. An ass lgrrent wi ll 
be treated as If It were r.ade to the owner of t he soil If the assignee Is : 

(l) a nomi nee of the owner of the soil; 
(2) a corporatIon or subs ld lary In wh tch t he owner of t he so 11 Is a pr Inc lpa 1 stockholder or Is an etrp loyee of such a 

corporatIon or subs ld tary; • 
(3) a partnership In which the owner of t he soli Is a partner.or Is an er-ployee of such a partnership; 

{4) a principal stockholder or errployee of the corporation which Is t he owner of t he soli; 
{5) a partner or errployee In a partnership which Is t he owner of t he soil; 
{6) a fiduciary for the owner of t he soil ; Including but not limited to a guardian, t rustee, executor, ad:nlnlstrator , 

receiver, or conservator for the owner of the soil; or 
{7) a family rrarber of the owner of the soi l or-related to the owner of t he sol i by marrlage, -blood, or adoption . 

27. RB..EASES. Under the cond i t i ons contained In this paragraph and Paragraph 28, Lessee ~ at any t l100 execute and 
deliver to t he owner of the so il and place of record a r e lease or releases covering any portion or portions of the leased 
preclses, and thereby surrender this lease as to such portion or portions, and be relieved of all subsequent obligations as to 
acreage surrendered. If any part of this lease Is properly surrendered, t he delay rental due under t his lease sha ll be reduced 
by the proportIon that the surrendered acreage bears to the acreage which was covered by t his lease lnmedlate ly prior to such 

surrender; however , such release will not relieve Lessee of any liabilities which may have accrued under t his lease pr ior to the 
surr ender of such acreage. 

28 . FILING Of ASSIGIC'Efi'S ~ Rfl..£ASES. If all or any part of this lease Is assigned or released, such asslgn."1!nt or 
release rust be recorded In the county where t he land Is situated, and t he recorded lnstru:nent, or a copy of the recorded 
l nstru:nent certified by the County Clerk of t he county In which t he l nstru:nent Is recorded, rrust be filed In t he General Land 

Office within go days of t he last execution date accoopanled by t he prescribed filing fee . If any such assignment Is not so 
filed, t he rights acquired under this lease shall be subject to forfeiture at t he option of the C()tll'lllssloner of t he General land 
Office . 

29 . LEASE FILI KG. It Is recognized that before this lease Is effective a certified copy of this lease {~oo'hlch Is rade and 
certified by the County Clerk from his records) shall be filed In t he General land Office In accordance with Texas Hatura l 
Resources Code §52. 183, and this l ease shall not be binding upon the State unless It reci tes t he actual and t rue consideration 
paid or promised for execution of this lease. The bonus due t he State and t he ,prescribed fili ng fee shall accompany such 
cert If led copy to the Genera 1 land Off Ice . 

30. OlSQOSUl£ ClAUSE. All prov isions pertaining to the lease of the above-described land have been Included In this 
lnstru:nent, Including the statement of the true consideration to be paid for t he execution of this lease and the rights and 
duties of the parties. Airy collateral agree~rents concerning the developnent of oll .and gas from the leased premises which are 
not contained In this lease render this lease Invalid. 

31. FIDUCIARY DUTY. The owner of the soil owes the State a f iduciary duty and rrust fully disclose any facts affecti ng the 
State's Int erest In t he l eased premises. \lhen t he Interests of the owner of the soil conflict with those of the State, the owner 
of the soil Is obligated t o put the State's Interests before his personal Interests . 

32. FWEilUl£. If lessee shall fall or refuse to make t he pa.)II!Y.!n t of any SliD within thirty days after It becocrcs due, or 
If lessee or an author ized agent should knowingly tMke any false return or false report concerning production or drilling, or If 
lessee shall fa ll or refuse to drill any offset well or wells In good faith a s required by law and t he rules and regulations 
adopted by the Comnlss loner of the General land Office , or If l essee should fall to file reports In t ho manner required by law or 
fall to cooply with rules and regulations pi"'Oll lgated by the General land Office, t he School land Board , or the Railroad 
Comnlsslon, or If Lessee should refuse t he proper authority access to the records pertaining to operations, or If lessee or an 
authorized agent should knowingly fall or refuse to give correct l nfomatlon to the proper authority, or knowingly fall or refuse 

--- ----- ---- ---------
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to furni sh the General Land Office a correct log of any well, or If lessee shall knowingly violate any of the naterlal provisions 
of thi s lease. or If this lease Is assigned and the asslglll'Cnt Is not filed In the General Land Office as requ ired by law, the 
rights acquired under this lease shall be subject to forfeiture by the Conmlssloner, and he shall forfeit sarre ~<hen suff icient ly 
1nfonred of the facts l<hlch authorize a forfeiture, and 'lotlen forfeited the area shall again be subject to lease under the tens 
of t he Rellnqulsturent Act. However, nothing herein shall be construed as waiving the autonatlc termina t ion of this lease by 
operation of law or by reason of any special limitation arising hereunder. forfeitures IMY be set aside and this lease and all 
rights thereunder reinstated before the rights of another Intervene upon satisfactory evidence to the Conmlssloner of the Genera l 
Land Off Ice of future comp llance wl th t he provIsIons of the law and of thIs lease and the ru les and regulatIons that nay be 
adopted relat lve hereto. 

33. RAILROM CCH\ISSIOII IIEAAIHCS OH G.\S . Ho natural gas or casinghead gas, Including both associated and nonassoclated 
gas. produced from the mlnera 1 estate subject to thl s lease lr.lY be sold or contracted for sale to any person for u 1 t lma te use 
outside the State of Texas unless the Railroad Conmlsslon , after notice and hearing as provided In Title 3 of the Texas Hatural 
Resources Code, f lnds that: 

(a) the person , agency, or entity that execut ed the lease . In question does not require the natural gas or casinghead 
gas to rcet Its own existing needs for fuel ; 

(b) no private or public hospital, nursing horre , or other similar health-care facility In this State requires the 
natural gas or casinghead gas to meet Its existing needs for fuel; 

(c) no public or pr ivate school In this State t hat provides elerrentary, secondary, or higher educa tion requires the 
natural gas or casinghead gas to ~reet Its existing needs for fuel; 

(d) no facility of the State or of any county, runlclpallty, or other political subdivision In this State requires the 
na tural gas or casinghead gas to ~reet Its existing needs for fuel; 

(e) no producer of food and fibe r requires t he natural gas or casinghead gas necessary to meet the existing needs of 
Irrigat ion PU!1'4>S and other machinery directly r elated to this production; and 

(f) no person who res ides In t his State and 1<ho relies on natural gas or casinghead gas to provide In ~<hole or part 
hIs el(l st lng needs for fue 1 or r aw r..aterla 1 requIres the natura 1 gas or cas lnghead gas t o meet those needs; 
provided, however, after notice and hearing as provided In Title 3 of t he Texas Hatural Resources Code the 
Railroad Conmlsslon may grant exceptions to these provisions as set forth In Texas Nat ural Resources Code 
§52 . 296. 

34 . This lease Is Issued under t he provisions of Texas Natural Resources Code §52 . 171 through §52.188, cornonly kntt.'!l as 
the Rellnqulsh:rent Act, and other applicable statut es and aiTI!nd;rents thereto, and If any provision In this lease docs not confom 

•• to these statutes, t he statutes will prevail over any nonconforming lease provisions. 

! FoooADDITIONAL PROVISIONS , SEE "EXHIDIT A" A'ITAQiED HERETO AND t-1ADE A PARr HEROOF FOR ALL 

• •~SES. • • •• • 
• 
•• •• • •••• 

• f>~N: • • • • •• 

STATE 0' TEXAS 

IN WITNESS WHEREOF, this lnstrurent Is executed on the date first above "'rltten. 

STATE OF TEXAS 
BY: _ ____________ _ 

Individually and as agent for the State of Texas 

STATE OF TEXAS 
SY: ______ ________ _ BY: _____________ _ 

lndlvldua lly and as agent for the St ate of Texas Individually and as agent for the State of Tel(aS 

8 

----------------------
f? 



•• • • • • •• 
•••• • • • •• • 
• 
•••• • •••• 

• 
• •• • • • ••• 

STATE OF TEX: 
COUNTY OF ~trnp 

ThIs lnstrurrcnt ackn~ledged before r:-e on_::thi:.==. ::s_tre.:::..:::___.3!..!r~d'--___:da=y!.-o:....f _ _ -:J_u:....n_L ____ ,_ l_9_9_7_, _ ____ by 

\v . w. oatman 

STATE OF TEXAS 

JILL TURNER GREEN If 
l.ff COI.t\USSION EXP11!ES • 

Februal}' 21, 2001 l 
....._____j1 

COUNTY OF ______ _ 

Nota~ ~:---,--r:· B:;;'r-.)S:-fri-'-, -:op'--___ county. Tex~s 
MY comnls s ton expl~s : () :2/?-J/;;.cc I 

This lnstrurrcnt ackn~lcdged before rrc on, _ _ _ _ _ _______________________ by 

HotarY Publ1c \n and for __ ·_·-_ ·-_ ·_·_· _ ___ County. Texas 

MY cannlsslon expires: 

STATE OF TEXAS 
COUNTY OF _ _____ _ 

Th is 1nstrutrCnt ack~ledged before re on'------------------- --- - ------by 

Hotary Public In and for _________ _ .County , Texas 
MY comnlsslon exp ires : 

STATE OF TEXAS 
COUNTY OF _ _____ _ 

This lnstrurrcnt ackn~lcdged before re on _ _ _______ _________ _ _____ ____ by 

Notary Publ ic In and for __________ County, Texas 
MY comnlsslon exp ires: 
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Exhibit A 

Anached to and made a part of that certain oil and gas lease dated May 15, 1997 by and between, W. W. 
Oatman, as lessor, and Penwell Energy, Inc., as lessee. Notwithstanding anything to the contrary in the 
foregoing printed form Oil, Gas and Mineral Lease, it is agreed and understood that the following 
provisions shall supplement or modify the foregoing as applicable. 

35. It is understood and agreed that this lease covers oil and gas only (including with oil and gas, all 
constituent elements thereof and all other liquid or liquefiable hydrocarbons and products of every kind or 
character derived therefrom and produced therewith, including sulphur), and all minerals other than oil and 
gas are excepted here from and reserved to Lessor. Including among the minerals reserved to Lessor and 
excluded from this lease are coal, uranium and lignite. 

36 After the end of the primary term, this lease may not be maintained in force solely by reason of shut-in 
royalty payments, as provided heretofore, for any one shut-in period of more than three (3) years, or, from 
time to time, for shorter periods which exceed three (3) cumulative years. It is maintained, should a viable 
market with a willing purchaser for such gas be found by Lessor to exist, Lessor may give Lessee wrinen 
notice of such market and Lessee shall, after receipt of such notice have sixry (60) days within which to 
diligently commence the steps prerequisite to marketing such gas or demonstrate to Lessor's reasonable 
satisfaction that the market is not economically viable or the purchaser is not willing, and Lessee's failure to 
do one or the other shall be grounds for termination of this lease. 

37. Lessee shall pay for all damages to roads, fences, improvements, and growing crops caused by its 
operations hereunder, and will fill and level all pits and mounds, remove all board roads and board road 
materials, level and fill all ruts, and restore the surface of the ground to as near its original condition as is 
reasonably practical within a reasonable period of time after cessation of operations at each well on the 
leased premises. In addition, Lessee agrees to pay as surface damage $2500.00 per drill site location, 
$2000.00 per well for water used in drilling operations, and $2.00/yard for caliche used in operations. 

38. Notwithstanding any provisions to the contrary, at the expiration of the primary term this lease shall 
terminate as to all depths I 00 feet below the deepest producing formation on the leased premises . 

39. If Lessee, its successors or assigns, has completed a well on the leased premises, prior to the expiration 
of the primary term, which is capable of producing oil and/or gas in paying quantities, or, if at the expiration 
of the primary term hereof, Lessee is then engaged in actual drilling operations, this lease shall not 
terminate and shall remain in full force and effect as to all acreage not then held in a governmentally 
allowed spacing unit so long' as actual drilling operations on an additional well are commenced within 120 
days following the expiration of the primary term, and this lease shall continue in force for so long 
thereafter allowing not more than 120 days to elapse between the completion or abandonment of one well 
and the commencement of drilling operations for another well in a bona fide effort to find oil or gas until 
such t ime as the leased premises have been fully developed to a densiry of one well for each standard 
spacing or proration unit allowed by any Special Field Rules of the Texas Railroad Commission of Texas, 
or, if no such Special Field Rules have been adopted by the Railroad Commission, then such spacing or 
proration unit shall be deemed to be 40 acres as to oil wells and 320 acres for gas wells. If Lessee fails to 
commence said program or, if having commenced said program fai ls to continue same, then this lease shall 
ipso facto terminate as to all acreage covered hereby, except only for a tract surrounding each well then 
producing, each of such tracts to contain a sufficient number of acres to conform to Railroad Commission 
Special Field Rules for a standard spacing or proration unit or, if there are no Special Field Rules, to 
contain the acreage as aforesaid for oil wells and gas wells. Without in any way limiting the rights of 
Lessor hereunder, if this lease terminates as to any portion or portions of the leased premises, Lessee 
expressly agrees to execute and deliver to Lessor a properly recordable instrument releasing such portion or 
portions of the leased premises. 

? - ~? 
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40. The provisions of paragraph 4 relating to pooling for oil shall only apply when and if an insufficient 
quantity of the leased premises remains unallocated to existing or drilling oil wells to supponthe drilling of 
an additional oil well of the type and depth contemplated by Lessee, and in such event Lessee may pool all 
of the remainder of the leased premises with other lands as to form a pooled oil unit. 

4 I. In the event a ponion or ponions of the land herein leased is pooled or unitized with other land so as to 
fo rm a pooled unit or units, operations on, completion of a well upon, or production from such unit or units 
wi II not maintain this lease in force as to the land not included in such unit or units. The lease may be 
maintained in force as to any land hereby and not included in such unit or units in any manner provided for 
herein. 

42. The only deductions that are to be made on royahies payable hereunder will be for production taXes 
and severance taXes only. 

43 . Should Horizontal Drilling operations be utilized on the leased premises or lands pooled herewith, such 
operations and respective proration units shall be governed by the pen inent Governmental authority having 
jurisdiction. 

44. It is hereby understood and agreed that if production is established on said lands, and Lessee, his heirs, 
successors, or assigns, assigns away operations (that is a change in operator) then lessee, his heirs, 
successors, and assigns will notifY all royalty owners of any such change. 

SIGNED FOR IDENTIFICATION: 

1359 

4tlV PlfOiJISION HERDI! VIHJCH'RrSTAir.TS Tl'f ~.>tE. QPH't, 
OR USE OF THE DESCRIBED REAt ?MPf~i' i't CJ.· ·~r llF C.J~Ofl 
~:l RACE IS tNVAUO AtlD U'IENFORC[;.!;i.E L'"DEI! W· .. 'Jl 
Ld •. '!. 

FILED FOR RECORD ON THE. _ __.~l'""2..,.TH>..!±.I • .__ __ DAY OF --=JUNE'-"-"-'=-------A.D. 1997 AT 9:52 A M 

DULY RECORDED ON TilE 13TH. 

BY: dLttduJ da2!v 
DAY OF _..:::JUNE.=.:o;:=-_ ____ A.D. 1997 AT2:00 P ";/"' 

DEPUTY DIANNE 0 . FLOREZ, COUNTY CLERK 

REEVES COUNTY, TEXAS 

I 
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CERTIFIED TRUE AND CORRECT COPY CERTIFICATE 
STATE OF TEXAS 
COUNTY OF REEVES 

The above and foregomg IS a full. true and correct photographiC copy ollhe 
ong•nal record now 1n my lawful custody and posseSSion, as the~~ 
fileellreco~D_the publlcjecQJdJ.:of my offiCe, foond 1n VOL. ...L.._kJ, 
PAGE~THRU ~t2._'Y . 

,#,..••""£''~ I hereby certified on __p_ -/ 2 · 9 ') 
'"' ,>;...... --t ·;~ DIANNE 0. FLOREZ, COUNTY CLERK 

; -" REEVES ~UNTY, TEXAS 

o~ avC:Zu/~ aL!;lz.0 
DEPUTY 
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TE X 

March 3, 2003 

Charlotte Mitchell 
Enerquest Oil & Gas, L TO 
303 Wall , Suite 1400 
P.O. Box 11190 
Midland, Texas 79702 

RE: Assignment filing; GLO 10 3663 

Dear Ms. Mitchell , 

J ERRY P ATTERSO , COMMISSIO ER 

The General Land Office received the following instrument(s) and has filed 
them in the appropriate f iles. Please see attached "Exhibit A" for 
reference. 

Assignment, Bill of Sale and Conveyance, executed January 281
h, 

2003, from Penwell Energy, Inc., as Assignor, to EnerQuest 
011 & Gas, Ltd., as Assignee. MF099055. 

Filing fees of $125.00 were received in connection with the above lease. If you 
have any questions, please feel free to call me at (800) 998-4GLO, or at my 
direct number at (512) 463-6521 . 

Sincerely, 

~~~ 
Mineral Leasing 
Energy Resources 
512-463-6521 

Stephen F. Austin Building • 1700 orth Congress Avenue · Austin, Texas 78701-1495 

Post Office Box 12873 · Austin, Texas 78711-2873 

512-463-5001 • 800-998-4GLO 

www.glo.state.tx.us 



Exhibit "A " 
GLOID County Lease 

3663 

Reeves MF099055 

Monday, March 03, 2003 



E:\ERQl'ESTI' IL & GAS, LTD. 

February 20, 2003 

General Land Office 
S tate ofTexas 
1700 North Congress Ave. 
Austin, TX 7870 1-149 5 

Attn: Linda Anderson 

Dear Linda: 

RE: Approval of Assignment, 
Bill of Sale and Conveyance 
Penwell Energy, Inc. to 
EnerQuest Oil & Gas, Ltd. 
Oatman State # I 
Reeves County, Texas 

Enclosed for your files you will find a ertified Copy of Assignmen t, Bill of Sale and 
Conveyance dated effecti ve December I, 2002, between Penwell Energy, Inc. as Assignor, to 
EnerQuest Oil & Gas, Ltd. , as Assignee, insofar as it concerns the fo llowing 
Leases. 

overing E/2 and NW/4 ec. 6, Block 54, T-5, T&P Ry. Co. Survey, Reeve o., TX 
I) Carolyn C. Oatman, Trustee of the Carolyn C. Oatman Trust ulw/o Mabel Clark 

Reed, Assignor (Recorded Bk 575, Pg 449). 
2) Rita Reed George, SSP, Assignor (Recorded Bk 575, Pg 506). 
3) Warren Malcolm Clark, Trustee of the Warren Malcolm Clark Trust ulw/o Mabel 

Clark Reed, Assignor (Recorded Bk 575, Pg 553) 
4) W. W. Oatman, Assignor (Recorded Bk 575, Pg 599) 

Covering the N/2 of SW/4 ection 6, Block 54, T-5, T&P Ry. Co. urvey, ave and except 
theW 1/3 of the N/2 SW/4 & E 1/3 ofN/2 W/4 ection 6, Reeves Co., TX 

5) Bobbie G. Pirtle, ssp, Assignor (Recorded Bk 574, Pg 802) 

You wi ll also fi nd EnerQuest Oi l & Gas heck No. 1225 in the amount of $125 .00 to 
cover your fil ing fee. 

Enc l. 
/em 

If you should need anyth ing further, please contact me at (915) 685-3116. 

Very truly yours, 

ENERQUEST OIL & GA , L TO. 

tJhrW.fJ&:{) ]il&LU 
C harlotte Mitchell 

303 \Y' \X'\u • St rrt I~Oll • I' 1.."' lk'x 11190 • ~llt>l..\'ll· Trx\-7Q702 •915.h85.3l l h · I\\: 1115.1~7A8ll~ 
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ASSIGNMENT, BILL OF SALE AND CONVEYANCE 

This ASSIGNMENT, BILL OF SALE AND CONVEYANCE, dated effective as of 
December I, 2002 at 7:00 a.m. (the "Effective Time"), is from Penwell Energy, Inc. 
("Assignor") to EnerQuest O il & Gas, Ltd. whose address is P. 0. Box I I 150, Midland, Texas 
79702 ("Assignee"). 

For Ten Dollars and other good and valuable consideration, the receipt and sufficiency of 
which is hereby acknowledged by Assignor, Assignor hereby TRANSFERS, GRANTS, 
BARGAINS, SELLS, CONVEYS and ASSIGNS to Assignee, all of Assignor's interest in the 
following property (all of which are called the "Interests"): 

(a) The leases and other agreements described in Exhibit "A" attached hereto (herein 
called the "Leases"), covering the land described in Exhibit "A" (herein called the "Land"), 
together with all the property and rights incident thereto, including all rights in, to and under all 
unit, pooling and other agreements, product purchase and sale contracts, leases, permits, rights­
of-way, easements, licenses, farmouts, options and orders in any way relating thereto; 

(b) All of the personal property, fi xtures and improvements now or as of the Effective 
Time on the Land, appurtenant thereto or used or obtained in connection with the Land or with 
the production, treatment, sale or disposal of hydrocarbons or water produced from or 
attributable thereto and all other appurtenances thereunto belonging, together with all books, 
records and files, and all engineering and title information and data in any way relating to the 
Land or the Leases; 

(c) All proprietary geophysical, seismic and geological data and interpretations 
related to the Leases or Land, and to the extent transferable all non-proprietary data and 
information related to the Land or Leases; and 

(d) All oil, gas and other minerals in and under and that may be produced from the 
land described on Exhibit "A", together with rights of ingress and egress at all times for the 
purpose of mining, drilling, exploring, operating and developing said lands for oil, gas and other 
minerals, and storing, handling, transporting and marketing the same therefrom and all of the 
personal property, fixtures and improvements now or as of the Effective Time on said lands, 
appurtenant thereto or used or obtained in connection therewith. 

This Assignment is expressly made subject to, and Assignee assumes and agrees to 
perform and to indemnify and hold Assignor harmless from all obligation arising following the 
Effective Time which are attributable to the interests herein transferred under, (i) the Leases as 
they pertain to the Lands; (ii) all presently outstanding royalty burdens, overriding royalty 
burdens, and other production burdens upon the Leases insofar as they cover and affect the 
Lands; (iii) all valid and subsisting operating agreements governing the conduct of oil and gas 
operation on the Lands; (iv) all valid and subsisting contracts for the sale or purchase of oil, gas, 
and/or other hydrocarbons from or attributable to the Interests; and (v) all other instruments and 
documents burdening or affecting the Interests and of public record in the jurisdiction(s) in 
which the Interests are situated as of the date of execution of this Assignment. 

Assignee additionally assumes and agrees to be responsible for and comply with, and to 
indemnify and ho ld Assignor harmless from, (i) all duties and obligation, express or implied, 
arising at any time, whether prior or subsequent to the Effective Time, with respect to the 
Interests under or by vi rtue of any law, statue, rule, regulation, or order of any governmental 
authority or court (specifically including, without limitation, any governmental request or other 
requirement to plug, re-p lug, or abandon any well of whatsoever type, status, o r classification, or 
take any clean-up, remedial or other action with respect to the Interests); and (i i) all duties and 
obligation for environmental cleanup, remediation, or compliance of the Interests, or for any 
other similar or related relief, arising at any time, whether prior or subsequent to the Effective 
Time, directly or indirectly from or incident to, the use, occupation, operation, maintenance or 
abandonment of or production from the purchased in terests, or condition of the interests, 
whether latent or patent, including, without limitation, contamination of property or premises 
with Naturally Occurring Radioactive Materials ("NORM"). 

This Assignment is made subject to the terms and provisions of that certain Purchase and 
Sale Agreement dated as of January __ , 2003 between Penwell Energy, Inc. and EnerQuest 
Oil & Gas, Ltd. 
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To the extent this Assignment conveys working interests, overriding royalty interests, 
mineral interests and royalty interests in all or portions of the lands described on Exhibit "A" 
attached hereto, there shall be no merger of said interests and all of said interests shall be owned 
by Assignee as separate and distinct interests. 

TO HAVE AND TO HOLD the Interests unto Assignee and its successors and assigns 
forever. Assignor does hereby bind itself, its successors and assigns to warrant and forever 
defend the Interests herein assigned to Assignee against all persons lawfully claiming the 
Interests or any portions thereof, by, through and under Assignor but not otherwise. 

THIS ASSIGNMENT, AS IT PERTAINS TO THE PERSONAL PROPERTY AND 
EQUIPMENT HEREIN CONVEYED IS MADE "AS IS", "WHERE IS" WITHOUT 
W A.R.RANTY EITHER EXPRESS OR IMPLIED, INCLUDING, BUT NOT LTMITED TO, 
ANY AND ALL IMPLI ED WARRANTIES OF MERCHANTABILITY, CONDITION, AND 
FITNESS FOR A PARTICULAR PURPOSE. IN ADDITION, ASSIGNOR DISCLAIMS ANY 
REPRESENT AT ION OR WARRANTY WITH RESPECT TO (a) THE PHYSICAL 
CONDITION OF THE PROPERTY HEREIN CONVEYED, INCLUDING, WITHOUT 
LIMITATION, THE WATER, SOIL AND GEOLOGY, OR THE PRESENCE OR ABSENCE 
OF ANY POLLUTANT, HAZARDOUS WASTE OR HAZARDOUS SUBSTANCE ON OR 
ABOUT SAID PROPERTY, (b) THE INCOME TO BE DERIVED FROM THE PROPERTY 
HEREIN CONVEYED, OR (c) THE SUITABILITY OF THE PROPERTY HEREIN 
CONVEYED FOR ANY AND ALL ACTIVITIES AND USES WHICH ASSIGNEE MAY 
INTEND TO CONDUCT THEREON. ASSIGNEE HAS BEEN GIVEN AN OPPORTUNITY 
TO INSPECT THE PROPERTY AND IS RELYING SOLELY ON ITS OWN INSPECTIONS 
AND fNVESTIGATIONS OF SAID PROPERTY AND NOT ON ANY INFORMATION 
PROVIDED BY ASSIGNOR. 

All ad valorem, property, production, severance and similar taxes based upon or 
measured by ownership of the Leases or production from the Land shall be prorated between 
Assignor and Assignee as of the Effective Time. 

Assignor also hereby grants and transfers to Assignee, its successors and assigns, to the 
extent so transferable, the benefit of and the right to enforce the covenants and warranties, if any, 
which Assignor is entitled to enforce with respect to the Interests against Assignor's 
predecessors in title to the interests. 

This Assignment shall bind and inure to the benefit of Assignor and Assignee and their 
respective heirs, successors and assigns. 

This Assignment may be executed in any number of counterparts and each counterpart 
shall be deemed to be an original instrument, but all counterparts shall constitute but one 
Assignment. To faci litate recordation, there may be omitted from certain counterparts hereof, 
portions of Exhibit A, which describe properties not located in the recording jurisdiction in 
which such counterpart is to be recorded. 

EXECUTED as of the date of the undersigned's acknowledgment, to be effective for all 
purposes as of the Effective Time. 

ASSIGNOR: 
PENWELL ENERGY, INC. 

By:_----!:~---f:--=-::JI------­
Namc:_--=:..u..::..;;..:....:.::..;....l....:.-T-------­
Title: _ _ ~:::.....J~~--=---------

n 

•• • • • • • • 
• 

:· .. 
• • •• 
:··· •••• 
• 

••••• 
••••• 
• . . : 
• ••• 



ASSIGNEE: 

THE STATE OF J,EXAS 
COUNTY OF , {?t.,/}tv() 

§ 
§ 

BOtH\ 6 -~ U PAGE 

ENERQUEST OIL & GAS, L TO. 
by: EoerQuest Property Manage 

its Ge Partner 

___;rhis instrument was acknowledged be_Wre me on ibis 20 day of 
J A-8"' AA-~ , 2003, by 0 f fvf, /2 _ lcJ -z as 

\)1 fle f\'e'S, e,-f of Penwell Energy, lnc. , a Texas corporation, on behalf of said 
corporation. 

THE STATE OFTI;XAS 
COUNTY OF /;(A Jh!-ll\t? 

§ 
§ 

NOTARY PUBLIC - State of Texas 

'-!/.is instrument was acknowledged before me on this 2~1-L day of 
A M t\1'\ -:J , 2003, by Robert W. Floyd as President of EnerQuest Property 

Management, LLC, the General Panner of EnerQuest Oil & Gas, Ltd., a Texas limited 
pannership, on behalf of said iimited liability company and said limited pannership. 

NOTARY PUBLIC -State ofTexas 
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EXHIBIT A 
to 

Assign me nt,_B iII of Sa I e.Jmd_G OJJY.e_~a o c_e_date_~elle...c_tjye_Dece m bed ._2.Q_Q2__b_eJYLe_e__o_E_e n we I LEn_e rgy, Inc ._a ml.Eoe cQu_e_s_LQiLG.as ,_Lt 
J_ I 

Book 1 Page Date Lessor Lessee Description 
575 449 5115/1997 Carolyn C. Oatman, Trustee of the !Penwell Energy. Inc. East half and Northwest quarter of Section 6. Block 54, Township 5, T&P Ry. Co. Survey, 

t 

Carolyn C. Oatman Trust ulw/o Mabel !Reeves County, Texas 

.~ Clark Reed I -- r -
5/1 ~1 997 , Rita Reed George, ssp Penwell Energy. Inc. East half and Northwest quarter of Section 6, Block 54, Township 5, T&P Ry. Co. Survey, 575 506 

!Reeves Coun!_y, Texas -575 553 5/15/1997 Warren Malcolm Clark, as Trustee of Penwell Energy, Inc. 'East half and Northwest quarter of Section 6, Block 54, Township 5, T&P Ry. Co. Survey, 
the Warren Maloclm Clark Trust teeves County, Texas 
u/w/o Mabel Clark Reed Noh 

575 599 5/15/1997 IW .W. Oatman Penwell Energy, Inc. 1

1

East half and Northwest quarter of Section 6, Block 54, Township 5, T&P Ry. Co. Survey, 
Reeves County, Texas 

574 411 4/4/1997 John C. Harris, Ill, ssp Penwell Energy, Inc. South half of Southwest quarter of Section 6, Block 54, Township 5, T&P Ry. Co. Survey, 
!Reeves County, Texas ... 

574 414 4/4/1997 Angela H. Caughlin, ssp Penwell Energy, Inc. I South half of Southwest quarter of Section 6. Block 54. Township 5, T&P Ry. Co. Survey, 
Reeves County, Texas ~ 

574 417 4/4/1997 Mary C. Grimaldo, ssp Penwell Energy, Inc. South half of Southwest quarter of Section 6, Block 54, Township 5, T&P Ry. Co. Survey, 
Reeves County, Texas 

574 802 4/4/1997 Bobbie G. Pirtle. ssp Penwell Energy. Inc. jNorth half of Southwest quarter of Section 6, Block 54, Township 5. T&P Ry. Co. Survey, save 

1
and except the West 1/3 of the N/2 SW/4 & East 1/3 of N/2 SW/4 of Section 6 ',in_; 

574 690 4/28/1997 Milford S. Howard, Estate ~ Penwell Energy, Inc. I Northeast quarter of Northwest quarter of Section 23 & Northeast quarter of Northeast quarter 

I of Section 25, Block C-18, Public School Lands, Reeves County, Texas 

576 I 445 7/3/1997 Matthews-Link Properties, ltd. Penwell Energy, Inc. !Northeast quarter of Northwest quarter of Section 23, Block C-18, Public School Lands, Reeves 
County, Texas 

576 516 7/10/1997 D.W. St. Clair, Individually and as Penwell Energy, Inc. Northeast quarter of Northwest quarter of Section 23, Block C-18, Public School Lands, Reeves 
Trustee of the Donald W. St. Clair County, Texas 
Truste ulw/o Louise C. St. Clair, 
deceased 

578 34 7/10/1997 William W. Bentley Penwell Energy, Inc. r ortheast quarter of Northwest quarter of Section 23, Block C-18, Public School Lands, Reeves 
County, Texas 

I I I I 

Page 1 of 4 
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EXHIBIT A 
to 

Assignment, Bill of Sale and Conveyance dated effective December 1, 2002 between Penwell Energy, Inc. and EnerQuest Oil Gas, Lt ~ 

578 520 7/10/1997 James Milford Howard and Sytvia 
Jean Longman, Individually and as 
leo-Trustees u/w/o Milford S. Howard, 
!deceased 

578 328 7/1511997 Lowenthal, Hale & Jaffe 

583 101 1211/1997 Vasilios Thomas 

576 445 7/3/1997 Matthews-Link Properties, Ltd. 

578 520 7/10/1997 James Milford Howard and Sytvia 
Jean Longman, Individually and as 
Co-Trustees u/w/o Milford S. Howard, 
deceased 

578 328 7/15/1997 Lowenthal, Hale & Jaffe 

583 101 1211/1997 Vasilios Thomas 

574 692 4129/1997 LD. McNiel Estate 

I 
I 

I 

578 525 I 4/29/1997 Doug Miller 

I 

I I I 
576 506 7/9/1997,Texas Commerce Bank, NA, 

I Trustee of the Rita Reed July 1998 

I ITrust under agreement dated 2113/59 

I 
I 

Penwell Energy, Inc. 

Penwell Energy, Inc. 

Penwell Energy, Inc. 

Penwell Energy, Inc. 

Penwell Energy, Inc. 

Penwell Energy, Inc. 

Penwell Energy, Inc. 

Penwell Energy, Inc. 

Penwell Energy, Inc. 

Penwell Energy, Inc. 

Northeast quarter of Northwest quarter of Section 23, Block C-18, Public School Lands, Reeves 
County, Texas 

Northeast quarter of Northwest quarter of Section 23, Block C-18, Public School Lands, Reeves 
County, Texas 
Northeast quarter of Northwest quarter of Section 23, Block C-18, Public School Lands, Reeves 
County, Texas 
Northeast quarter of Northeast quarter of Section 25, Block C-18, Public School Lands, Reeves 

!County, Texas 
Northeast quarter of Northeast quarter of Section 25, Block C-18, Public School Lands, Reeves 

~County, Texas 

Northeast quarter of Northeast quarter of Section 25, Block C-18, Public School Lands, Reeves 
County, Texas 

I Northeast quarter of Northeast quarter of Section 25, Block C-18, Public School Lands, Reeves 
County, Texas 

Northeast quarter, South half less Northwest quarter of Southwest quarter of Southeast quarter, 
South half of Northwest quarter, East half of Northwest quarter of Northwest quarter and 
I Southwest quarter of Northwest quarter of Northwest quarter of Section 23, Block C-18, Public 
School Lands, Reeves County, Texas 

Northeast quarter, South half less Northwest quarter of Southwest quarter of Southeast quarter, 
South half of Northwest quarter, East half of Northwest quarter of Northwest quarter and 
Southwest quarter of Northwest quarter of Northwest quarter of Section 23 Northwest quarter, 
South half, South half of Northeast quarter and Northwest quarter of Northeast quarter of 
Section 25 and all of Section 26, Block C-18, Public School lands, Reeves County, Texas 

Northeast quarter, South half less Northwest quarter of Southwest quarter of Southeast quarter, 
South half of Northwest quarter, East half of Northwest quarter of Northwest quarter and 
Southwest quarter of Northwest quarter of Northwest quarter of Section 23, Block C-18, Public 

I School Lands, Reeves County, Texas 

P~e2 Qf4 
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EXHIBIT A 
to 

Assignment,! Bill of Si'e and Conveyance dated effective December 1, 2002 between Penwell Energy, Inc. and EnerQuest Oil Gas, u, 

5115119971Carolyn C. Oatman. Trustee of the jPenwell Energy, Inc. · 575 479 I !Northeast quarter. South half less Northwest quarter of Southwest quarter of Southeast quarter. 
!Carolyn C. Oatman Trust u/w/o Mabel South hair of Northwest quarter, East half of Northwest quarter of Northwest quarter and 

~ Cl•rl< Roed 
Southwest quarter of Northwest quarter of Northwest quarter of Section 23, Block C-18. Public 
School Lands, Reeves County. Texas 
I 

I 511511997 JW.W. Oatman Penwell Energy, Inc. Northeast quarter. South half less Northwest quarter of Southwest quarter of Southeast quarter. 

I I I I 
South half of Northwest quarter. East half of Northwest quarter of Northwest quarter and 
Southwest quarter of Northwest quarter of Northwest quarter of Section 23, Block C-18, Public 

I I School Lands. Reeves County, Texas 

575 583 I 511511997 1Warren Malcolm Clark. as Trustee of Penwell Energy, Inc. ·Northeast quarter. South half less Northwest quarter of Southwest quarter of Southeast quarter. 

I 
I the Warren Maloclm Clark Trust South half of Northwest quarter. East half of Northwest quarter of Northwest quarter and 

I ulwlo Mabel Clark Reed I Southwest quarter of Northwest quarter of Northwest quarter of Section 23, Block C-18, Public 
School Lands, Reeves County, Texas 

575 533 I 511511997 Rita Reed George, ssp Penwell Energy, Inc. Northeast quarter. South half less Northwest quarter of Southwest quarter of Southeast quarter. 
South half of Northwest quarter. East half of Northwest quarter of Northwest quarter and 

I Southwest quarter of Northwest quarter of Northwest quarter of Section 23, Block C-18, Public 
School Lands, Reeves County, Texas. 

578 522 7 nt19971 Florence McNeil 1 Penwell Energy, Inc. J Northeast quarter, South half less Northwest quarter of Southwest quarter of Southeast quarter. 

I 
South half of Northwest quarter, East half of Northwest quarter of Northwest quarter and 

I I Southwest quarter of Northwest quarter of Northwest quarter of Section 23, Block C-18, Public 
I School Lands, Reeves County, Texas 

I 

576 351 612411997 1 Bobbie Ann McGinn Penwell Energy, Inc. I Northeast quarter. South half tess Northwest quarter of Southwest quarter of Southeast quarter. 
South half of Northwest quarter. East half of Northwest quarter of Northwest quarter and 
Southwest quarter of Northwest quarter of Northwest quarter of Section 23, Block C-18. Public 
School Lands, Reeves County, Texas 

I 

576 355 612611997 Naomi Russell Penwell Energy, Inc. Northeast quarter, South half less Northwest quarter of Southwest quarter of Southeast quarter, ! 
South half of Northwest quarter. East half of Northwest quarter of Northwest quarter and 

I 
Southwest quarter of Northwest quarter of Northwest quarter of Section 23, Block C-18, Public 
School Lands, Reeves County, Texas 

- - -------
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EXHIBIT A 
to 

Assignment, Bi ll of Sale and Conveyance dated effective December 1, 2002 between Penwell Energy, Inc. and EnerQuest Oil Gas, Lt~ 

I I I i 
576 351 6/24/1997 Donna Blalock Adams ~ Penwell Energy, Inc. 1Northeast quarter, South half less Northwest quarter of Southwest quarter of Southeast quarter, 

South half of Northwest quarter, East half of Northwest quarter of Northwest quarter and 

I I I Southwest quarter of Northwest quarter of Northwest quarter of Section 23, Block C-18, Public 
I !School Lands, Reeves County, Texas 

576 406 5/9/1997 Blake Oil and Gas Corporation r enwell Energy, Inc. Northwest quarter of Southwest quarter of Southeast quarter and Northwest quarter of 
I I 

Northwest quarter of Northwest quarter of Section 23, Block C-18, Public School Lands, 

I jReeves County, Texas 
I 

576 I 403 5/9/1997 Jack E. Blake, etux jPenwell Energy, Inc. Northwest quarter of Southwest quarter of Southeast quarter and Northwest quarter of 

I Northwest quarter of Northwest quarter of Section 23, Block C-18, Public School Lands, 
Reeves County, Texas 

7 440 11/22/1949 Geor9e C. Fraser, etal Gulf Oil Cor~oration South half of Section 27. Township 1, Block 56, Loving County, Texas 
6 162 2116/1999 Community Bank of Raymore, Penwell Energy, Inc. All of Section 34 and North half of Section 40, Block 56, Township 1, T&P Ry. Co. Survey 

Trustee 
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Apri I 7, 2003 

Crownquest Operating, LLC 
PO Box 
Midland, Texas 79702 

Re: State Lease MF099055 
Oatman State #1 
427 100-001 

E RA L L AND OJF[1[ CE 
J ERRY PATTERSON, COMMISSIONER 

The General Land Office has received and fi led the di vision order submitted for the above-referenced state 
lease. Please be advised that the payment of royalties attributable to state-owned mineral interests is set by 
statute. As the execution of division orders may, in some cases, affect the manner in which such payments are 
paid or calculated, it is the policy of this office not to execute them. 

Subject to applicable state law and the state 's right to take its production in-kind, the Genera l Land Office 
acquiesces to the sale of oil and gas under the terms and conditions set out in the oi l and gas lease. I f you 
should have questions concerning this matter, please feel free to call me at (512) 463-652 1. 

Sincerely, 

~~ 
Beverl y Boyd, Lease Analyst 
Mineral Leasing Division 

Stephen F. Austin Building •1700 North Congress Avenue • Austin, Texas 78701-1495 

Post Office Box 12873 • Austin, Texas 78711-2873 

512-463-5001 • 800-998-4GLO 

www.glo.state.tx.us 
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CrownQuest Operating. LLC 

?: "' I 

March 31, 2003 

RE: OATMAN STATE #1 WELL 
E/2 and NW/4 of Section 6, Block 54, 
Township 5, T&P Ry. Co. Survey 
Reeves County, Texas 
Divis ion Order No. 427100-001 

TO ALL INTEREST OWNERS: 
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Please be advised that effective December 1, 2003, EnerQuest Oil & Gas, Ltd. 
purchased all ofPenwell Energy's working interest in the Oatman State #1 well located 
on the referenced lands. CrownQuest Operating, LLC, operating entity for EnerQuest. 
has taken over operations of this well and also disbursement of revenues from production 
beginning January 2003. 

We are enclosing CrownQuest's Division Order for your review and execution. If 
you are in agreement with the information contained in this document, we ask that you 
execute one copy in accordance with the instructions attached thereto and return that 
copy to my attention in the envelope included for your convenience. If you have changes 
to be made, please provide the necessary documentation supporting those changes . You 
may keep the extra copy for your records. You should be receiving your revenue checks 
wi thin a few days after execution of this Division Order. 

Thank you for your cooperation in this regard and if you have any questions, 
please fee l free to contact me at the address or phone number li sted above. 

/em 
Enc l. 

Very truly yo urs, 

CROWN QUEST OPERA TI G, LLC 

ah Ci. riC!!1L 7 ) l-~ ehd:J 
Charlo tte Mitchell 
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TO: 

DIVISION ORDER 

CROWNQUEST OPERATING, LLC {Payor) 
P.O. Box 2990 
Midland, Texas 79702 

Property No.: 
Effective Date: 

427100-001 
01/01 /2003 

The undersigned severally and not jointly certifies it is the legal Owner of the interest set out below of all the oil. gas. and related 
liquid hydrocarbons produced and sold from the property described below: 

Property Name: 
County: 
State: 
Legal Description: 

Owner No.: 
Name & Address: 

Owner Tax ID # 
Interest Type: 
Interest: 

DIVISION OF INTEREST 

OATMAN STATE #1 
Reeves 
Texas 
E/2 and NW/4 of Section 6, Block 54, Township 5, T&P Ry. Co. Survey, 
but only as to depths 100' below the deepest producing formation. 
3630020 
COMMISSIONER OF GENERAL LAND OFFICE 
STATE OF TEXAS 
1700 N. CONGRESS AVENUE 
STEPHEN F. AUSTIN OFFICE BLDG. 
AUSTIN , TX 78702-1495 

Royalty 
0.11500000 

THIS AGREEMENT DOES NOT AMEND ANY LEASE OR OPERATING AGREEMENT BETWEEN THE INTEREST OWNERS AND THE 
LESSEE OR OPERATOR OR ANY OTHER CONTRACTS FOR THE PURCHASE OF OIL OR GAS. 

The following provisions apply to each interest Owner ("Owner") who execu tes this Agreement: 

TERMS OF SALE : The undersigned will be paid in accordance with the division of interest set out above. The Payor shall pay all 
parties at the price agreed to by the operator for oil, gas and related liquid hydrocarbons to be sold pursuant to th1s div1sion order. The 
purchaser shall compute quantity and make corrections for gravity and temperature and make deductions for 1mpunties in the oil. The 
proceeds for the sale of gas shall be calculated as to price and quality on the basis of and in the manner prov1ded for in the contract w1th the 
purchaser of such gas product. 

PAYMENT: From the effective date. payment is to be made monthly by Payor's check. based of this division of 1nterest. for 011 runs 
and gas produced and sold not later than 60 days after the end of the calendar month in which the oil and/or gas was sold from the property 
listed above, less taxes required by law to be deducted and remitted by Payor as purchaser. Payment of less than $100 may be accrued 
before disbursement until the total amount equals S100 or more, or until December 31 " of each year. whichever occurs first. Payee agrees to 
refund to Payor any amounts attributable to an interest or part of an interest that payee does not own. 

INDEMNITY: The owner agrees to indemnify and hold Payor harmless from all liability resulting from payments made to the Owner 
in accordance with such division of interest. including but not limited to attorney's fees or judgements in connection with any suit that affects 
the Owner's interest to which Payor is made a party. 

DISPUTE; WITHHOLDING OF FUNDS: If a suit is filed that affects the 1nterest of the Owner. written notice shall be given to Payor 
by the Owner together with a copy of the complaint or petition filed. 

In the event of a claim or dispute that affects title to the division of interest credited herein. Payor IS authorized to withhold payments 
accruing to such interest, without interest unless otherwise required by applicable statute. until the claim or d1spute 1s settled. 

TERMINTION : Termination of this agreement is effective on the first day of the month that begins after the 30'" day after the date 
written notice of termination is received by either party. 

NOTICES: The Owner agrees to notify Payor in writing of any change in the division of interest. mcluding changes of interest 
contingent on payment of money or expiration of time. 

No change of interest is binding on Payor until the recorded copy of the instrument of change or documents satisfactorily evidencing 
such change are furnished to Payor at the time the change occurs. 

Any change of interest shall be made on the first day of the month following receipt of such notice to Payor. 

Any correspondence regarding this agreement shall be furnished to the addresses as provided herem unless otherwise advised by 
either party. 

In addition to the legal rights provided by the terms and provisions of this division order, an Owner may have certain statutory rights 
under the laws of the State of Texas. 

WITNESS: OWNER SIGNATURE: ADDRESS/TAX 10 NUMBER: • ••• • ••• (There must be two witnesses to each s1gnature) 

Signature of Witness #1 

Signature of W1tness #2 

COMMISSIONER OF GENERAL LAND 
OFFICE 

Owner Signature/Corporate Title 

Owner Phone # 

Address 1f different from above 

City. State. Zip Code 

Tax ID Number 1f different from above 

Fatlure lo furnish your Social Secunly Number or Tax ldenl•fical•on Number will resull1n Wlihhold•ng lax in 
accordance wilh federal law and any lax w1lhheld will nol be refundable by Payor 

Return To: CrownQuest Operating, LLC 
P.O. Box 2990 
Midland, Texas 79702 

• 

•••• • •••• 

•••• • • •••• 
• • • • •• •• 
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TEX IL L .c 

April 14, 2004 

ATTN: BETHJOHNSON 
CROWNQUEST OPERATING, LLC 
P 0 BOX ll150 
MIDLAND TEXAS 79702 8150 

CERTIFIED MAIL 7002 0860 0007 9387 1826 

RE: Notice of non-payment on State Leases MF 099055 

Dear M s. Johnson: 

The Energy Inspections Division o f the Texas General Land Office has completed a limited review of the 
above re fe re nced lea e operated by CrownQuest Operating, LLC. Through this review, it was determined 
that $13,866.24 is due for producti on starting March l998 through January 2004. This amount is 
comprised of $8,940.08 in royalty, $1,5 12.36 in penalty, and $3,4 13.80 in interest, which has been 
computed through May l2, 2004, in accordance wi th Secti on 52. 13 l of the Texas Natu ral Resources 
Code. 

The following documents are attached in support of our findings: 

o A brief summary of our review (Attachment I); 

o Schedule supporting our royalty, penalty, and interest calc ulati on (Allachment II); and 

o Procedures used for assessment of penalties and interest (Attachment liT). 

To ensure your company remains in good standing with the Gene ral Land Office, please respond to thi s 
notice within 25 days of the above date. If your records renect thi s royalty has been paid, please provide 
us with documentatio n of payments made and remittance dates. Payment of thi s notice should be 
submitted separate ly from monthl y royal ty payments you may be remitting. ln order to ensure proper 
credit, your payment should be mailed to my attention along with a copy of this letter. 

Stephen F. Austin Building · 1700 orth Congress Avenue · Austin, Texas 78701-1495 

Post Office Box 12873 • Austin, Texas 78711-2873 

512-463-5001 • 800-998-4GLO 

www.glo.state.I:X.us 



CrownQuest Operating, LLC 
April 14, 2004 
Page 2 

This notice in no way prec ludes the General Land Office from pursuing any claim or remedy related to 
thi s royalty payment. Additionall y, this notice does not constitute an Aud it Bi ll ing Notice as defi ned in 
Secti on 52. 135 of the Natural Resources Code and , consequently, does not preclude the General Land 
Office from conducting further examinations of this or other leases operated and/or reported by 
CrownQuest Operating, LLC or fro m examining these or other issues and time periods in a future 
ins pecti on of your books, accounts, reports, or other records. 

If you have any questions, please call Landi a Robinson, Accounts Examiner, at (5 12) 475-1490 to di scuss 
payment and producti on roya lty data or Gary Posey, Senior Inspections Manager, at (915) 694-1483 for 
information pertaining to the inspection of fi eld produc tion operations. 

i or 
Energy Inspections Division 
Ene rgy Resources Program 

J\1])/ lr 

CC: Gary Posey 
Senior M anager 
Ene rgy Ins pections Di vision 
(9 15) 694 -1483 
e-mail : gary.posey@glo.state. tx.us 

Andrew Hernandez, Inspector 



ATTACHME Tl 

REVIEW UNIMARY 

State Lease: MF-099055 

A routine fie ld inspection of lease operations was conducted on Mineral Lease 099055. During this 
review it was determined that lease use gas was not being reported or paid to the GLO for the months of 
March 1998 through January 2004 (for RRC well ID# 08-17 1497). 

The lease agreement states in section 7: 

NO DEDUCTIONS - Lessee agrees that all royalties accruing under this lease (i nc luding those 
paid in kind) shall be without deduction for the cost of producing, gathering, storing, separating, 
treating, dehydrating, compressing, processing, transporti ng, and otherwise making the oi l, gas 
and other products hereunder ready for sale or use ... 

We have concluded that royalty revenue is due in the fo llowing amount: 

Roya lty Penalty Intere t 

Attachment IT $8,940.08 $ 1,5 12.36 $3,413.80 $13,866.24 

(See a ttachment II for supporting ca lculation ) 



CROWNQUEST OPERATING, LLC 
STATE LEASE: M-099055 
LEASE NAME: OATMAN 
GREASEWOOD (ATOKA) 
REEVES COUNTY 
RRC GAS WELL: 08-171497 
STATE'S ROYALTY DECIMAL: .23 RAL (1/2 =.11 5) 

( 1) (2) (3) 
GLO 

Lease Use 
Month Calculations Pnce 

(mel) 
(A) (B) 

Mar-98 505.92 $1 .85 
Apr-98 489.60 $1.91 
May-98 505.92 $1 .90 
Jun-98 489.60 $1.74 
Jul-98 505.92 $1.96 
Aug-98 505.92 $1.69 
Sep-98 489.60 $1.38 
Oct-98 505.92 $2.05 
Nov-98 489.60 $1.70 
Dec-98 505.92 $1 .62 
Jan-99 505.92 $1.52 
Feb-99 456.96 $1 .45 
Mar-99 505.92 $1.33 
Apr-99 489.60 $1 .36 
May-99 505.92 $1.36 
Jun-99 489.60 $1.36 
Jul-99 505.92 $1.83 
Aug-99 505.92 $1.83 
Sep-99 489.60 $1.83 
Oct-99 505.92 $1 .83 
Nov-99 489.60 $1.83 
Dec-99 505.92 $1 .83 
Jan-00 505.92 $1 .92 
Feb-00 473.28 $1 .92 
Mar-00 505.92 $1.92 
Apr-00 489.60 $1.92 
May-00 505.92 $1.92 
Jun-00 489.60 $1.92 
Jul-00 505.92 $3.79 
Aug-00 505.92 $3.68 
Sep-00 489.60 $4.37 
Oct-00 505.92 $5.01 
Nov-00 489.60 $4.39 
Dec-00 505.92 $6.09 
Jan-01 505.92 $9.53 
Feb-01 456.96 $6.30 
Mar-01 505.92 $4.89 
Apr-01 489.60 $5.05 
May-01 505.92 $4.69 
Jun-01 489.60 $3.63 
Jul-01 505.92 $3.06 
Aug-01 505.92 $2.96 
Sep-01 489.60 $2.76 
Oct-01 505.92 $2.76 

ATTACHMENT II 

(4) (5) (6) 

Gross Royalty 
BTU Value Decimal 

(2) X (3) X (4) 

1.000 $933.93 0.1 15 
1.000 $935. 14 0.115 
1.000 $961.25 0. 115 
1.000 $851.90 0.115 
1.000 $991.60 0.115 
1.000 $852.48 0.115 
1.000 $675.65 0.1 15 
1.000 $1,037.1 4 0.115 
1.000 $832.32 0.115 
1.000 $819.59 0.115 
1.000 $771.28 0.115 
1.000 $664.24 O.t15 
1.000 $671.86 0.11 5 
1.000 $665.86 0.115 
1.000 $688.05 0.11 5 
1.000 $665.86 0.115 
1.000 $925.83 0.115 
1.000 $925.83 0.115 
1.000 $895.97 0.115 
1.000 $925.83 0.115 
1.000 $895.97 0.115 
1.000 $925.83 0.115 
1.000 $971.37 0.115 
1.000 $908.70 0.115 
1.000 $971.37 0.115 
1.000 $940.03 0.115 
1.000 $971.37 0.115 
1.000 $940.03 0.115 
1.000 $1,917.44 0.115 
1.000 $1,859.37 0. 115 
1.000 $2, 141.8 1 0.115 
1.000 $2,533.99 0.115 
1.000 $2,150.42 0.115 
1.000 $3,081.89 0.115 
1.000 $4,823.38 0.115 
1.000 $2,881.09 0. 115 
1.000 $2,475.08 0.115 
1.000 $2,473.98 0.115 
1.000 $2,371 .28 0.115 
1.000 $1,778.55 0.115 
1.000 $1,547.36 0. 11 5 
1.000 $1,496.11 0.11 5 
1.000 $1,351.30 0. 115 
1.000 $1,396.34 0.115 

(7) (8) (9) (10) 

Royalty Royalty Number 
Due Paid Difference of Days 

(5) X (6) Late 
(7) - (8) 

$107.40 107.40 2,189 
$107.54 107.54 2, 158 
$11 0.54 110.54 2,128 

$97.97 97.97 2,097 
$114.03 114.03 2,066 

$98.04 98.04 2,036 
$77.70 77.70 2,005 

$11 9.27 11 9.27 1,975 
$95.72 95.72 1,944 
$94.25 94.25 1,913 
$88.70 88.70 1,885 
$76.39 76.39 1,854 
$77.26 77.26 1,824 
$76.57 76.57 1,793 
$79. 13 79. 13 1,763 
$76.57 76.57 1,732 

$106.47 106.47 1,701 
$106.47 106.47 1,671 
$103.04 103.04 1,640 
$106.47 106.47 1,610 
$103.04 103.04 1,579 
$106.47 106.47 1,548 
$11 1.71 111.71 1,519 
$104.50 104.50 1,488 
$111.71 111 .71 1,458 
$108.10 108. tO 1,427 
$11 1.71 11 1.71 1,397 
$108. 10 108.10 1,366 
$220.51 220.51 1,335 
$213.83 213.83 1,305 
$246.31 246.31 1,274 
$291.41 291 .41 1,244 
$247.30 247.30 1,213 
$354.42 354.42 1,182 
$554.69 554.69 1,154 
$331.33 331.33 1,123 
$284.63 284.63 1,093 
$284.51 284.51 1,062 
$272.70 272.70 1,032 
$204.53 204.53 1,001 
$177.95 177.95 970 
$172.05 172.05 940 
$1 55.40 155.40 909 
$160.58 160.58 879 

( 11) 

Penalty 

(C) 

$25.00 
$25.00 
$25.00 
$25.00 
$25.00 
$25.00 
$25.00 
$25.00 
$25.00 
$25.00 
$25.00 
$25.00 
$25.00 
$25.00 
$25.00 
$25.00 
$25.00 
$25.00 
$25.00 
$25.00 
$25.00 
$25.00 
$25.00 
$25.00 
$25.00 
$25.00 
$25.00 
$25.00 
$25.00 
$25.00 
$25.00 
$29.14 
$25.00 
$35.44 
$55.47 
$33.13 
$28.46 
$28.45 
$27.27 
$25.00 
$25.00 
$25.00 
$25.00 
$25.00 

AE: LWR 
Filename: M-99055 
Date: 4/12/2004 

Penalty Date 
5/1212004 

(12) 

Interest 

(C) 

$75.21 
$74.21 
$75. 19 
$65.64 
$75.24 
$63.72 
$49.7 1 
$75.13 
$59.32 
$57.45 
$53.25 
$45.08 
$44.83 
$43.65 
$44.33 
$42. 12 
$57.48 
$56.43 
$53.56 
$54.29 
$51.49 
$52.12 
$53.62 
$49.09 
$51.38 
$48.62 
$49.14 
$46.45 
$92.51 
$87.59 
$98.39 

$113.53 
$93.82 

$130.85 
$199.69 
$11 5.90 
$96.76 
$93.82 
587.23 
$63.34 
$53.30 
$49.83 
$43.43 
$43.29 

(13) 
Additional 

Royalty 
Due 

(9)+(1 1)+(12) 

$207.61 
$206.75 
$210.73 
$188.61 
$214.27 
$186.76 
$1 52.41 
$219.40 
$1 80.04 
$176.70 
$166.95 
$146.47 
$147.09 
$145.22 
$148.46 
$1 43.69 
$1 88.95 
$187.90 
$181.60 
$185.76 
$179.53 
$183.59 
$190.33 
$178.59 
$188.09 
$181.72 
$185.85 
$179.55 
$338.02 
$326.42 
$369.70 
$434.08 
$366.12 
$520.71 
$809.85 
$480.36 
$409.85 
$406.78 
$387.20 
$292.87 
$256.25 
$246.88 
$223.83 
$228.87 



CROWNOUEST OPERATING, LLC 
STATE LEASE: M-099055 
LEASE NAME: OATMAN 
GREASEWOOD (ATOKA) 
REEVES COUNTY 
ARC GAS WELL: 08- 17 1497 
STATE'S ROYALTY DECIMAL: .23 RAL (1 /2 =.11 5) 

m (2} (3) 
GLO 

Lease Use 
Month Calculations Price 

(mel) 
(A) (B) 

Nov-01 489.60 $2.76 
Dec-01 505.92 $2.76 
Jan-02 505.92 $2.08 
Feb-02 456.96 $1.70 
Mar-02 505.92 $2.03 
Apr-02 489.60 $2.07 
May-02 505.92 $2.93 
Jun-02 489.60 $2.63 
Jul-02 505.92 $2.90 
Aug-02 505.92 $2.49 
Sep-02 489.60 $2.80 
Oc1-02 505.92 $2.50 
Nov-02 489.60 $2.50 
Dec-02 505.92 $2.50 
Jan-03 509.00 $4.22 
Feb-03 439.00 $4.50 
Mar-03 467.00 $7.04 
Apr-03 435.00 $4.15 
May-03 449.00 $4.38 
Jun-03 454.00 $5.18 
Jul-03 482.00 $4.90 
Aug-03 463.00 $4.21 
Sep-03 447.00 $4.50 
Oct-03 408.00 $3.91 
Nov-03 463.00 $5.05 
Dec-03 437.00 $4.09 
Jan-04 464.00 $5.06 

Total 34,754.44 

NOTE: 

(4) (5) 

Gross 
BTU Value 

(2) X (3) X (4) 

1.000 $1 ,351.30 
1.000 $1 ,396.34 
1.000 $1 ,052.31 
1.000 $776.51 
1.000 $1,028.28 
1.000 $1 ,013.47 
1.000 $1,481.26 
1.000 $1,288.78 
1.000 $1,468.95 
1.000 $1,261.63 
1.000 $1,371.56 
1.000 $1,264.80 
1.000 $1 ,224.00 
1.000 $1,264.80 
0.916 $2,147.98 
0.9 16 $1 ,975.18 
0.916 $3,285.53 
0.916 $1 ,806.73 
0.997 $1 ,967.71 
0.996 $2,352.65 
0.997 $2,362.02 
0.997 $1,949.56 
0.997 $2,010. 14 
0.997 $1,593.64 
0.971 $2,338.15 
0.973 $1,788.97 
0.972 $2,350.08 

$105,668.00 

ATTACHMENT II 

(6) (7) (8) (9) (10) (11) 

Royalty Royalty Royalty Number 
Decimal Due Pa1d Difference of Days Penalty 

(5) X (6) Late 
(7) - (8) (C) 

0. 11 5 $155.40 155.40 848 $25.00 
0.115 $160.58 160.58 817 $25.00 
0. 11 5 $121.02 121 .02 789 $25.00 
0.115 $89.30 89.30 758 $25.00 
0.115 $118.25 118.25 728 $25.00 
0. 11 5 $116.55 116.55 697 $25.00 
0.115 $170.34 170.34 667 $25.00 
0.11 5 $148.21 148.21 636 $25.00 
0.115 $168.93 168.93 605 $25.00 
0. 11 5 $145.09 145.09 575 $25.00 
0.11 5 $157.73 157.73 544 $25.00 
0.115 $145.45 145.45 514 $25.00 
0.11 5 $140.76 140.76 483 $25.00 
0. 115 $145.45 145.45 452 $25.00 
0.115 $226.40 226.40 0.00 424 $0.00 
0.11 5 $208.07 208.07 0.00 393 $0.00 
0.115 $346.10 346.10 0.00 363 so.oo 
0.115 $190.32 190.32 0.00 332 $0.00 
0.115 $222.48 222.48 0.00 302 $0.00 
0.115 $269.47 269.47 0.00 271 $0.00 
0. 115 $270.82 270.82 0.00 240 $0.00 
0.115 $223.42 223.42 0.00 210 $0.00 
0.115 $230.38 230.38 0.00 179 $0.00 
0.115 $182.71 182.71 0.00 149 $0.00 
0.115 $262.58 262.58 0.00 118 $0.00 
0.115 $200.15 200.15 0.00 87 $0.00 
0.115 $262.59 262.59 0.00 58 so.oo 

$12,035.57 $3,095.49 $8,940.08 $1 ,512.36 

(A) - VOLUMES ARE CALCULATED BAS ED ON EQUIPMENT I N USE AND THE FREQUENCY OF USAGE. SEE ATTACHMENT I I - A. 

(B) - PRICE - REPRESENTS THE GAS SALES PRICES REPORTED TO THE GLO ON GL0-2 REPORTS FOR THE PERI OD OF: 
- MARCH 1998 THROUGH MARCH 1 999, EXCEPT FOR JUNE 1998 
- AUGUST 2000 THROUGH AUGUST 2001 
- FEBRUARY 2002 THROUGH SEPTEMBER 2002 
- J ANUARY 2003 THROUGH DECEMBER 2003 

AE: LWR 
Filename: M-99055 
Date: 4/12/2004 

Penalty Date 
5/ 12/2004 

(12) 

Interest 

(C) 
$40.31 
$40.02 
$29.04 
$20.52 
$26.01 
$24.45 
$34.05 
$28. 12 
$30.32 
$24.61 
$25.15 
$21 .76 
$19.62 
$18.79 

$0.00 
so.oo 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 

$3,413.80 

(13) 
Addi1ional 

Royalty 
Due 

(9)+( 11 )+( 12) 

$220.71 
$225.60 
$175.06 
$134.82 
$169.26 
$166.00 
$229.39 
$201 .33 
$224.25 
$194.70 
$207.88 
$192.21 
$185.38 
$189.24 

$0.00 
$0.00 
$0.00 
so.oo 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 

$13,866.24 

THE PRICES TAKEN FROM THE COUNTY AVERAGE GAS PRI CES COMPILED BY THE GAS PRODUCER'S MONTHLY TAX REPORTS PROVIDED 
BY THE TEXAS COMPTROLLERS OF PUBLIC ACCOUNTS WERE USED FOR THE PERIOD: 

- JUNE 1998 , APRI L 1 9 99 THROUGH JULY 2000 
- SEPTEMBER 2001 THROUGH JANUARY 2002 
- OCTOBER 2002 THROUGH DECEMBER 2002 

(C) - SEE ATTACHMENT III, "SUMMARY OF PENALTY/ INTEREST ASSESSMENT RULES " FOR EXPLANATION OF PENALTY AND INTEREST CALCULATIONS. 



CROWNQUEST OPERATING, LLC 
STATE LEASE: M-099055 
LEASE NAME: OATMAN 
GREASEWOOD (ATOKA) 
REEVES COUNTY 
RRC GAS WELL: 08-171497 

(1) (2) 

LEASE USE 
MONTH (MCF) 

PER DAY 
(A) 

Mar-98 16.32 
Apr-98 16.32 
May-98 16.32 
Jun-98 16.32 
Jul-98 16.32 
Aug-98 16.32 
Sep-98 16.32 
Oct-98 16.32 
Nov-98 16.32 
Dec-98 16.32 
Jan-99 16.32 
Feb-99 16.32 
Mar-99 16.32 
Apr-99 16.32 
May-99 16.32 
Jun-99 16.32 
Jul-99 16.32 
Aug-99 16.32 
Sep-99 16.32 
Oct-99 16.32 
Nov-99 16.32 
Dec-99 16.32 
Jan-00 16.32 
Fe b-OO 16.32 
Mar-00 16.32 
Apr-00 16.32 
May-00 16.32 
Jun-00 16.32 
Jul-00 16.32 
Aug-00 16.32 
Sep-00 16.32 
Oct-00 16.32 
Nov-00 16.32 
Dec-00 16.32 
Jan-01 16.32 
Feb-01 16.32 
Mar-01 16.32 
Apr-01 16.32 
May-01 16.32 
Jun-01 16.32 
Jul-01 16.32 
Aug-01 16.32 
Sep-01 16.32 
Oct-01 16.32 

(3) 

NUMBER 
OF DAYS 
IN EACH 
MONTH 

ATTACHMENT II-A 

(4) (5) 16) 

MONTHLY MONTHLY TOTAL 
GAS USAGE GAS USAGE MONTHLY 

(2) X (3) REPORTED GAS USAGE 
TO THE GLO (4) + (5) 

31 505.92 505.92 
30 489.60 489.60 
31 505.92 505.92 
30 489.60 489.60 
31 505.92 505.92 
31 505.92 505.92 
30 489.60 489.60 
31 505.92 505.92 
30 489.60 489.60 
31 505.92 505.92 
31 505.92 505.92 
28 456.96 456.96 
31 505.92 505.92 
30 489.60 489.60 
31 505.92 505.92 
30 489.60 489.60 
31 505.92 505.92 
31 505.92 505.92 
30 489.60 489.60 
31 505.92 505.92 
30 489.60 489.60 
31 505.92 505.92 
31 505.92 505.92 
29 473.28 473.28 
31 505.92 505.92 
30 489.60 489.60 
31 505.92 505.92 
30 489.60 489.60 
31 505.92 505.92 
31 505.92 505.92 
30 489.60 489.60 
31 505.92 505.92 
30 489.60 489.60 
31 505.92 505.92 
31 505.92 505.92 
28 456.96 456.96 
31 505.92 505.92 
30 489.60 489.60 
31 505.92 505.92 
30 489.60 489.60 
31 505.92 505.92 
31 505.92 505.92 
30 489.60 489.60 
31 505.92 505.92 



CROWNOUEST OPERATING, LLC 
STATE LEASE: M-099055 
LEASE NAME: OATMAN 
GREASEWOOD (ATOKA) 
REEVES COUNTY 
ARC GAS WELL: 08-171497 

(1) (2) 

LEASE USE 
MONTH (MCF) 

PER DAY 
(A) 

Nov-01 16.32 
Dec-01 16.32 
Jan-02 16.32 
Feb-02 16.32 
Mar-02 16.32 
Apr-02 16.32 
May-02 16.32 
Jun-02 16.32 
Jul-02 16.32 
Aug-02 16.32 
Sep-02 16.32 
Oct-02 16.32 
Nov-02 16.32 
Dec-02 16.32 
Jan-03 
Feb-03 
Mar-03 
Apr-03 
May-03 
Jun-03 
Jul-03 
Aug-03 
Sep-03 
Oct-03 
Nov-03 
Dec-03 
Jan-04 

Total 946.56 

NOTE: 

ATTACHMENT II-A 

(3) (4) (5) 

NUMBER MONTHLY MONTHLY 
OF DAYS GAS USAGE GAS USAGE 
IN EACH (2) X (3) REPORTED 
MONTH TOTHEGLO 

30 489.60 
31 505.92 
31 505.92 
28 456.96 
31 505.92 
30 489.60 
31 505.92 
30 489.60 
31 505.92 
31 505.92 
30 489.60 
31 505.92 
30 489.60 
31 505.92 

509 
439 
467 
435 
449 
454 
482 
463 
447 
408 
463 
437 
464 

28,837.44 5,917.00 

(A) -THE CALCULATED LEASE FUEL USE (MCF) PER DAY FOR ~~LL 08-171497, 
GAS COMPRESSOR DPC 80A AJAX 80-HP FIRED 24 HOURS USING 16 . 32 MCF PER DAY. 

(6) 

TOTAL 
MONTHLY 

GAS USAGE 
(4) + (5) 

489.60 
505.92 
505.92 
456.96 
505.92 
489.60 
505.92 
489.60 
505.92 
505.92 
489.60 
505.92 
489.60 
505.92 
509.00 
439.00 
467.00 
435.00 
449.00 
454.00 
482.00 
463.00 
447.00 
408.00 
463.00 
437.00 
464.00 

34,754.44 
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April 2 1, 2004 

Texas General Land Office 
P.O. Box 12873 
Aust in, TX 787 1 1-2873 

Attn : Michae l W. Dunn, Director 
Energy Inspections Div. 

Dear Mr. Dunn: 

RE: 

( 

ta te of T exas Lease M F 099055 
Oatman S tate Lease 
Sec. 6, Blk. 54, T -5, T &P Ry o Sur 
R~::~.;\ es ,..,ounty, ?'~ w Mexico 

Please re fer to your letter to rownQuest O perating dated April 14, 2004, regarding the 
delinquent royal ty payments for lease use gas from the Oatman State Well located on the lands 
referenced above. As you are probably aware CrownQuest acquired this property from Penwell 
Energy effective December I, 2002. As part of that purchase it was agreed between the parties 
that any revenues due or cost incurred prior to that date would be the responsibi lity of the Seller, 
Penwell. According to the attachments to your letter CrownQuest is now current w1th all 
royalties due on our beha lf. A copy of your letter has been forwarded to Mr. Jim Markgraph with 
Penwell for compl iance . 

CrownQuest hereby requests tha t a "Waiver of Penalty and Royalty" be granted for the 
period fro m March 1998 to January 2003, at which lime we took over operations of the property 
from Penwell. If there are specific forms that you require to accomplish this, please forward 
those to my attention at the letterhead address. If this cannot be granted, please contact me at 
( 432) 685-3 11 6 . 

If you require anything further from CrownQuest, please advise. 

/em 

cc: Mr. Jim Markgraph 
Penwell Energy, Inc. 
303 W. Wall, Sui te 150 1 
Midland, TX 79702 

Very truly yours, 

CROWNQUEST OPERATING, LL 

Charlotte Mitchell 
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April 2 1, 2004 

Penwell ergy, Inc. 
303 . Wall, Suite !50 I 

tdland, Texas 79702 

Attn: Jim Markgraph 

Dear Mr. Markgraph: 

RE: Oatman State #1 (M-099055) 
Greasewood (Atoka) Field 
Sec . 6, Blk. 54, T-5, T &PRy Co. Sur. 
Reeves County, Texas 

Reference is made to the Oatman State Well that EnerQuest Oil & Gas, Ltd. purchased 
from Penwell Energy effective December l , 2002. You will find enclosed a copy of a letter we 
received from the Texas General Land Office dated April 14, 2004, in connection with delinquent 
roya lties payments for lease use gas for the period of March 1998 through January 2004. 
EnerQ.yW has settled with the GLO any unpaid amounts due for the period of January 2003 unti l 
Fe6'i11ary 2004. It is our intent to obtain a "Waiver of Penalty and Roya lty" from the GLO for the 
period of March 1998 until January 2003 . 

In accordance with Paragraph 1.4 of the Purchase and Sale Agreement with Penwell 
dated January 28, 2003, Penwell would be entitled to all production and revenues and be 
respon~ible for all cost, expenses and claims attributable to the subject interests prior to the 
effective date of the Assignment of December 1, 2002. By copy of this letter we are notify ing 
the GLO of our intent to file for the Waiver and also informing Penwell of the existing del inquent 
royalties that should be addressed by them before May lOth, 2004 deadline . 

/em 
Encl. 

Cc: 

If you have any questions, please feel !Tee to contact us at ( 432) 685-3 I 16. 

Texas General Land Office I 
Attn: Michael W. Dunn, Director 
P.O. Box 12873 
Austin, TX 787 11-2873 

Sincerely, 

ENERQUEST OIL & GAS, LTD. 

Charlotte Mitchell 
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TEXAS ERAL L A D OFFICE 
jERRY PATTERSON, COMMISSIONER 

April 27, 2004 

ATTN: JIM MARKGRAPH 
PENWELL ENERGY, INC. 
303 W. WALL, SUITE 1501 
MIDLAND TEXAS 79701-5166 

CERTIFIED MAIL 7002 0860 0007 9387 1840 

RE: Notice of non-payment on State Leases MF 099055 

Dear Mr. M arkgraph: 

The Energy Inspections Division of the Texas General Land Office completed a limited review of the 
above re ferenced lease currently operated by CrownQuest Operating, LLC, but previously operated by 
Penwell Energy, Inc. Through thi s review, it was determined that $13,922. 12 is due for production 
sta1ting March 1998 through December 2002. Thi s amount is comprised of $8,940.08 in royalty, 
$1,5 12.36 in penalty, and $3,469.68 in interest, whic h has been computed th rough May 31, 2004, in 
accordance w ith Section 52.131 of the Texas Natural Resources Code. 

CrownQuest was sent a letter dated Aptil 14, 2004 requesting payment of revenue for the aforementioned 
period. However, CrownQuest responded with a Jetter dated Apri l 21, 2004, stating that Penwell Energy, 
Inc . and CrownQuest agreed that any revenues due or cost incurred prior to January 2003 is the 
responsibility of Penwell. 

The following documents are attached in support o f our findings: 

o A brief summary of ou r review (Attachment I); 

o Schedule supporting our royalty, penalty, and interest calcul ati on (Attachment II); and 

o Procedures used for assessment of penalties and inte rest (A ttach ment III). 

To ensure your company remains in good standing with the General Land Office, please respond to this 
notice with in 25 days of the above date. If your records reflect thi s roya lty has been paid, please provide 
us with documentation of payments made and remittance dates. Payment of this notice should be 

Stephen F. Austin Building • 1700 North Congress Avenue • Austin, Texas 78701-1495 

Post Office Box 12873 • Austin, Texas 78711-2873 

512-463-5001 • 800-998-4G LO 

www.glo.state. oc.us 



Penwell Energy, Inc. 
Apri l 27, 2004 
Page 2 

submitted separate ly from mon thl y royalty payments you may be remitting. In order to ensure proper 
credit, your payment should be mai led to my attention along with a copy of th is letter. 

This notice in no way precludes the General Land Office from pursuing any claim or remedy related to 
thi s royalty payment. Additionally, thi s notice does not constitute an Audit Billing Notice as defined in 
Section 52.135 of the Natural Resources Code and, consequently, does not preclude the General Land 
Office from conducting further examinati ons of this or other leases operated and/or reported by 
C rownQuest Operating, LLC or Penwell Energy, Inc. or from examining these or other issues and time 
periods in a future inspection of your books, accounts, repo1ts, or other records. 

If you have any questions , please call Landia Robinson, Accounts Examiner, at (512) 475-1490 to discuss 
payment and produc tion royalty data or Gary Posey, Senior Inspections Manager, at (915) 694-1483 for 
in formation pertaining to the inspecti on of fie ld production operations. 

irector 
Energy Inspections Division 
Energy Resources Program 

MD/lr 

CC: Gary Posey 
Senior Manager 
Energy Inspections Division 
4500 W . Illinois, Ste 114 
Midland, Texas 79703-5484 
(915) 694-1483 
e-mail: gary. poscy@glo.state.tx.us 

Andrew Hernandez, i nspector 



ATIACHMENT I 

REVIEW SUMMARY 

State Lease: MF-099055 

A routine field inspection of lease operations was conducted on Mineral Lease 099055. During this 
review it was determined that lease use gas was not being reported or paid to the GLO for the months of 
March 1998 through December 2002 (for RRC well ID# 08-171497). 

The lease agreement states in section 7: 

NO DEDUCTIONS -Lessee agrees that all ro yalties accruing under this lease (including those 
paid in kind) shall be without deduction for the cost of producing, gathering, storing, separating, 
treating, dehydrating, compressing, processing, transporting, and othef\vise making the oi l, gas 
and other products hereunder ready for sale or use ... 

We have concluded that royalty revenue is due in the following amount: 

Rovalty Penalty Interest 

Attachment II $8,940.08 $1,512.36 $3,469.68 $13,922.12 

(See attachment II for supporting calculations) 



PENWELL ENERGY, INC. 
STATE LEASE: M-099055 
LEASE NAME: OATMAN 
GREASEWOOD (ATOKA) 
REEVES COUNTY 
RRC GAS WELL: 08-171497 
STATE'S ROYALTY DECIMAL: .23 RAL (1 /2 =. 11 5) 

(1) (2) (3) 
GLO 

Lease Use 
Month Calculations Price 

(mcf) 
_{A) (8 ) 

Mar-98 505.92 $1.85 
Apr-98 489.60 $1 .91 
May-98 505.92 $1 .90 
Jun-98 489.60 $1 .74 
Jul-98 505.92 $1 .96 
Aug-98 505.92 $1 .69 
Sep-98 489.60 $1.38 
Oct-98 505.92 $2.05 
Nov-98 489.60 $1 .70 
Dec-98 505.92 $1 .62 
Jan-99 505.92 $1 .52 
Feb-99 456.96 $1.45 
Mar-99 505.92 $1 .33 
Apr-99 489.60 $1 .36 
May-99 505.92 $1 .36 
Jun-99 489.60 $1 .36 
Jul-99 505.92 $1 .83 
Aug-99 505.92 $1 .83 
Sep-99 489.60 $1 .83 
Oct-99 505.92 $1 .83 
Nov-99 489.60 $1 .83 
Dec-99 505.92 $1 .83 
Jan-00 505.92 $1 .92 
Feb-DO 473.28 $1 .92 
Mar-00 505.92 $1 .92 
Apr-00 489.60 $1 .92 
May-00 505.92 $1 .92 
Jun-00 489.60 $1 .92 
Jul-00 505.92 $3.79 
Aug-00 505.92 $3.68 
Sep-00 489.60 $4.37 
Oct-00 505.92 $5.01 
Nov-00 489.60 $4.39 
Dec-00 505.92 $6.09 
Jan-01 505.92 $9.53 
Feb-01 456.96 $6.30 
Mar-01 505.92 $4.89 
Apr-01 489.60 $5.05 
May-01 505.92 $4.69 
Jun-01 489.60 $3.63 
Jul-01 505.92 $3.06 
Aug-01 505.92 $2.96 
Sep-Q1 489.60 $2.76 
Oct-Q1 505.92 $2.76 

ATTACHMENT II 

(4) (5) (6) 

Gross Royalty 
BTU Value Decimal 

(2) X (3) X (4) 

1.000 $933.93 0.115 
1.000 $935.14 0.115 
1.000 $961 .25 0.115 
1.000 $851 .90 0.115 
1.000 $991 .60 0.1 15 
1.000 $852.48 0 .115 
1.000 $675.65 0.115 
1.000 $1 ,037.14 0.115 
1.000 $832.32 0.1 15 
1.000 $819.59 0.115 
1.000 sn1 .28 0.115 
1.000 $664.24 0.11 5 
1.000 $671 .86 0 .115 
1.000 $665.86 0.115 
1.000 $688.05 0.1 15 
1.000 $665.86 0.115 
1.000 $925.83 0.115 
1.000 $925.83 0 .115 
1.000 $895.97 0.115 
1.000 $925.83 0.115 
1.000 $895.97 0.115 
1.000 $925.83 0.11 5 
1.000 $971 .37 0.115 
1.000 $908.70 0.115 
1.000 $971.37 0.115 
1.000 $940.03 0.115 
1.000 $971.37 0.115 
1.000 $940.03 0.115 
1.000 $1 ,917.44 0.115 
1.000 $1 ,859.37 0.115 
1.000 $2,141 .81 0. 115 
1.000 $2,533.99 0.1 15 
1.000 $2,150.42 0.115 
1.000 $3,081.89 0.115 
1.000 $4,823.38 0.115 
1.000 $2,881.09 0.115 
1.000 $2,475.08 0.115 
1.000 $2,473.98 0.115 
1.000 $2,371.28 0.115 
1.000 $1,778.55 0.115 
1.000 $1,547.36 0.1 15 
1.000 $1,496.11 0.115 
1.000 $1,351.30 0.115 
1.000 $1 ,396.34 0.115 

(7) (8) (9) (10) 

Royalty Royalty Number 
Due Paid Difference of Days 

(5) X (6) Late 
(7). (8) 

$107.40 107.40 2,208 
$107.54 107.54 2,1n 
$110.54 110.54 2,147 

$97.97 97.97 2, 11 6 
$114.03 114.03 2,085 

$98.04 98.04 2,055 
Sn.70 n.70 2,024 

$119.27 119.27 1,994 
$95.72 95.72 1,963 
$94.25 94.25 1,932 
$88.70 88.70 1,904 
$76.39 76.39 1,873 
sn.26 77.26 1,843 
$76.57 76.57 1,812 
$79.13 79.13 1,782 
$76.57 76.57 1,751 

$106.47 106.47 1,720 
$106.47 106.47 1,690 
$103.04 103.04 1,659 
$106.47 106.47 1,629 
$103.04 103.04 1,598 
$106.47 106.47 1,567 
$ 11 1.71 111.71 1,538 
$104.50 104.50 1,507 
$111 .71 111 .71 1,4n 
$108.10 108.10 1,446 
$1 11 .71 111 .71 1,4 16 
$108.10 108.10 1,385 
$220.51 220.51 1,354 
$213.83 213.83 1,324 
$246.31 246.31 1,293 
$291 .41 291.41 1,263 
$247.30 247.30 1,232 
$354.42 354.42 1,201 
$554.69 554.69 1,173 
$331 .33 331 .33 1,142 
$284.63 284.63 1,112 
$284.51 284.51 1,081 
$272.70 272.70 1,051 
$204.53 204.53 1,020 
$1n.95 177.95 989 
$172.05 172.05 959 
$155.40 155.40 928 
$160.58 160.58 898 

(11) 

Penalty 

(C) 

$25.00 
$25.00 
$25.00 
$25.00 
$25.00 
$25.00 
$25.00 
$25.00 
$25.00 
$25.00 
$25.00 
$25.00 
$25.00 
$25.00 
$25.00 
$25.00 
$25.00 
$25.00 
$25.00 
$25.00 
$25.00 
$25.00 
$25.00 
$25.00 
$25.00 
$25.00 
$25.00 
$25.00 
$25.00 
$25.00 
$25.00 
$29.1 4 
$25.00 
$35.44 
$55.47 
$33.13 
$28.46 
$28.45 
$27.27 
$25.00 
$25.00 
$25.00 
$25.00 
$25.00 

AE: LWR 
Filename: M-99055 
Date: 4/26/2004 

Penalty Date 
5/31/2004 

(12) 

Interest 

(C) 

$75.88 
$74.88 
$75.88 
$66.25 
$75.95 
$64.34 
$50.20 
$75.88 
$59.92 
$58.04 
$53.80 
$45.56 
$45.31 
$44.13 
$44.82 
$42.59 
$58.14 
$57.09 
$54.20 
$54.96 
$52.14 
$52.79 
$54.32 
$49.75 
$52.08 
$49.29 
$49.84 
$47.13 
$93.88 
$88.93 
$99.93 

$115.35 
$95.37 

$133.07 
$203.15 
$117.97 

$98.54 
$95.60 
$88.94 
$64.62 
$54.41 
$50.91 
$44.40 
$44.29 

(13) 
Additional 

Royalty 
Due 

(9)+(1 1)+(12) 

$208.28 
$207.42 
$211 .42 
$189.22 
$214.98 
$187.38 
$152.90 
$220. 15 
$180.64 
$1n.29 
$167.50 
$146.95 
$147.57 
$145.70 
$148.95 
$144.16 
$189.61 
$188.56 
$182.24 
$186.43 
$180.18 
$184.26 
$191 .03 
$179.25 
$188.79 
$182.39 
$186.55 
$180.23 
$339.39 
$327.76 
$371 .24 
$435.90 
$367.67 
$522.93 
$813.31 
$482.43 
$41 1.63 
$408.56 
$388.91 
$294.15 
$257.36 
$247.96 
$224.80 
$229.87 



PENWELL I;NERGY, INC. 
STATE LEASE: M-099055 
LEASE NAME: OATMAN 
GREASEWOOD (ATOKA) 
REEVES COUNTY 
ARC GAS WELL: 08-171497 
STATE'S ROYALTY DECIMAL: .23 RAL (1/2 =.115) 

(1) 12) (3) 
GLO 

Lease Use 
Month Calculations Price 

(mel) 
( A) (B) 

Nov-01 489.60 $2.76 
Dec-01 505.92 $2.76 
Jan-Q2 505.92 $2.08 
Feb-02 456.96 $1.70 
Mar-o2 505.92 $2.03 
Apr-Q2 489.60 $2.07 
May-Q2 505.92 $2.93 
Jun-02 489.60 $2.63 
Jul-02 505.92 $2.90 
Aug-02 505.92 $2.49 
Sep-02 489.60 $2.80 
Oct-02 505.92 $2.50 
Nov-02 489.60 $2.50 
Dec-Q2 505.92 $2.50 

Total 28,837.44 

NOTE: 

(4) (5) 

Gross 
BTU Value 

(2) X (3) X (4) 

1.000 $1 ,351.30 
1.000 $1,396.34 
1.000 $1,052.31 
1.000 $776.51 
1.000 $1,028.28 
1.000 $1,013.47 
1.000 $1,481.26 
1.000 $1 ,288.78 
1.000 $1,468.95 
1.000 $1,261.63 
1.000 $1,371.56 
1.000 $1,264.80 
1.000 $1 ,224.00 
1.000 $1,264.80 

$77,739.66 

ATTACHMENT II 

(6) (7) (8) (9) (10) (11) 

Royalty Royalty Royalty Number 
Decimal Due Paid Difference of Days Penalty 

(5)X(6) Late 
(7)- (8) (C) 

0.115 $155.40 155.40 867 $25.00 
0.115 $160.58 160.58 836 $25.00 
0.115 $121.02 121.02 808 $25.00 
0. 115 $89.30 89.30 777 $25.00 
0.1 15 $118.25 118.25 747 $25.00 
0.115 $11 6.55 116.55 716 $25.00 
0. 115 $170.34 170.34 686 $25.00 
0.115 $148.21 148.21 655 $25.00 
0.115 $168.93 168.93 624 $25.00 
0.1 15 $145.09 145.09 594 $25.00 
0.115 $157.73 157.73 563 $25.00 
0.115 $145.45 145.45 533 $25.00 
0.115 $140.76 140.76 502 $25.00 
0.115 $145.45 145.45 471 $25.00 

$8,940.08 $0.00 $8,940.08 $77,697.00 $1 ,51 2.36 

(A) - VOLUMES ARE CALCULATED BASED ON EQUIPMENT IN USE AND THE FREQUENCY OF USAGE. SEE ATTACHMENT II - A. 

(B) - PRICE - REPRESENTS THE GAS SALES PRICES REPORTED TO THE GLO ON GL0-2 REPORTS FOR THE PERIOD OF: 
- MARCH 1998 THROUGH MARCH 1999, EXCEPT FOR JUNE 1998 
- AUGUST 2000 THROUGH AUGUST 2 001 
- FEBRUARY 2 0 02 THROUGH SEPTEMBER 2 002 

AE: LWR 
Filename: M-99055 
Date: 4/26/2004 

Penalty Date 
5/31/2004 

( 12) 

Interest 

(C) 
$4 1.28 
$41 .02 
$29.80 
$21.08 
$26.75 
$25.17 
$35.11 
$29.04 
$31.38 
$25.52 
$26. 14 
$22.67 
$20.50 
$19.70 

$3,469.68 

(13) 
Additional 

Royalty 
Due 

(9)+(11 )+(12) 

$221 .68 
$226.60 
$175.82 
$135.38 
$170.00 
$166.72 
$230.45 
$202.25 
$225.31 
$195.61 
$208.87 
$193.12 
$186.26 
$190.15 

$13,922.12 

THE PRICES TAKEN FROM THE COUNTY AVERAGE GAS PRICES COMPILED BY THE GAS PRODUCER'S MONTHLY TAX REPORTS PROVIDED 
BY THE TEXAS COMPTROLLERS OF PUBLIC ACCOUNTS WERE USED FOR THE PERIOD : 

- JUNE 1998, APRIL 1999 THROUGH JULY 2 000 
- SEPTEMBER 2 0 01 THROUGH JANUARY 2 002 
- OCTOBER 2 002 THROUGH DECEl1BER 2 002 

(C) - SEE ATTACHMENT III, "SUMMARY OF PENALTY/ INTEREST ASSESSMENT RULES " FOR EXPLANATION OF PENALTY AND INTEREST CALCULATIONS . 



PENWELL ENERGY, INC. 
STATE LEASE: M-099055 
LEASE NAME: OATMAN 
GREASEWOOD (ATOKA) 
REEVES COUNTY 
ARC GAS WELL: 08-171497 

(1) 

MONTH 

Mar-98 
Apr-98 
May-98 
Jun-98 
Jul-98 
Aug-98 
Sep-98 
Oct-98 
Nov-98 
Dec-98 
Jan-99 
Feb-99 
Mar-99 
Apr-99 
May-99 
Jun-99 
Jul-99 
Aug-99 
Sep-99 
Oct-99 
Nov-99 
Dec-99 
Jan-00 
Feb-00 
Mar-00 
Apr-00 
May-00 
Jun-00 
Jul-00 
Aug-00 
Sep-00 
Oct-00 
Nov-00 
Dec-00 
Jan-01 
Feb-01 
Mar-01 
Apr-01 
May-01 
Jun-01 
Jul-01 
Aug-01 
Sep-01 
Oct-01 

(2) 

LEASE USE 
(MCF) 

PER DAY 
(A) 

ATTACHMENT II-A 

(3) (4) 

NUMBER MONTHLY 
OF DAYS GAS USAGE 
IN EACH (2) X (3) 
MONTH 

16.32 31 505.92 
16.32 30 489.60 
16.32 31 505.92 
16.32 30 489.60 
16.32 31 505.92 
16.32 31 505.92 
16.32 30 489.60 
16.32 31 505.92 
16.32 30 489.60 
16.32 31 505.92 
16.32 31 505.92 
16.32 28 456.96 
16.32 31 505.92 
16.32 30 489.60 
16.32 31 505.92 
16.32 30 489.60 
16.32 31 505.92 
16.32 31 505.92 
16.32 30 489.60 
16.32 31 505.92 
16.32 30 489.60 
16.32 31 505.92 
16.32 3'1 505.92 
16.32 29 473.28 
16.32 31 505.92 
16.32 30 489.60 
16.32 31 505.92 
16.32 30 489.60 
16.32 31 505.92 
16.32 31 505.92 
16.32 30 489.60 
16.32 31 505.92 
16.32 30 489.60 
16.32 31 505.92 
16.32 31 505.92 
16.32 28 456.96 
16.32 31 505.92 
16.32 30 489.60 
16.32 31 505.92 
16.32 30 489.60 
16.32 31 505.92 
16.32 31 505.92 
16.32 30 489.60 
16.32 31 505.92 



PENWELL ENERGY, INC. 
STATE LEASE: M-099055 
LEASE NAME: OATMAN 
GREASEWOOD (ATOKA) 
REEVES COUNTY 
ARC GAS WELL: 08-171497 

(1) 

MONTH 

Nov-01 
Dec-01 
Jan-02 
Feb-02 
Mar-02 
Apr-02 
May-02 
Jun-02 
Jul-02 
Aug-02 
Sep-02 
Oct-02 
Nov-02 
Dec-02 

Total 

NOTE: 

ATTACHMENT II-A 

(2) (3) 

LEASE USE NUMBER 
(MCF) OF DAYS 

PER DAY IN EACH 
(A) MONTH 

16.32 30 
16.32 31 
16.32 31 
16.32 28 
16.32 31 
16.32 30 
16.32 31 
16.32 30 
16.32 31 
16.32 31 
16.32 30 
16.32 31 
16.32 30 
16.32 31 

946.56 

(A) - THE CALCULATED LEASE FUEL USE (MCF) PER DAY FOR WELL 08-171497, 

(4) 

MONTHLY 
GAS USAGE 

(2) X (3) 

489.60 
505.92 
505.92 
456.96 
505.92 
489.60 
505.92 
489.60 
505.92 
505.92 
489.60 
505.92 
489.60 
505.92 

28,837.44 

GAS COMPRESSOR DPC BOA AJAX 80-HP FIRED 24 HOURS USING 16.32 ~1CF PER DAY. 
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TEXAS 

June 3, 2004 

:MR. JIM MARKGRAPH 
PENWELL ENERGY, INC. 
303 W. WALL, SUIT 1501 
MIDLAND, TEXAS 79701-5 166 

GENERAL LA N D OFJFKCE 
JERRY PATTERSON, COMMISSIONER 

CERTIFIED MAIL 7003 2260 0003 0394 7576 

SECOND REQUEST 

RE: Notice of non-payment on State Leases M-099055 

Dear Mr. Markgraph: 

Enclosed is a copy of our Jetter t<:> you dated April 27, 2004, requesting payment of additional revenue 
due on the captioned leases. As of thi s date we have not received your payment or a reply. 

Be advised that penalty and interest continue to accrue until payment is re~ei ved. A revised schedule is 
enclosed showing updated penalty and interest. T he amount now due is $ 14 ,004.42, which is comprised 
of $8,940.08 in additional royalty, $ 1,5 12 .36 in pena lty and $3,551.98 in interest. Penalty and interest 
have been computed in accordance with Section 52. 13 1 of the Texas Natural Resources Code. 

Please be advised that payment is due in this office by June 28, 2004 , 

If you have any questions, please call Landia Robinson, Accounts Examiner, at (512) 475-1490 to 
di scuss payment and production royalty data or Gary Posey, Senior Inspections Manager, at (915) 694-
1483 for information pertaining to the inspection of fi eld production operations. 

Sincerely, 

Michael W . Dunn, Director 
Energy Inspections Division 
Energy Resources 

MD!lr 

Stephen F. Austin Building • 1700 North Congress Avenue • Austin, Texas 78701-1495 

Post Office Box 12873 • Austin, Texas 78711-2873 

512- 463-5001 • 800-998-4GLO 

www.glo.st:ate.tx.us 
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PENWELL ENERG Y, INC. 

June 28, 2004 

Texas General Land Office 
P 0 Box 12873 
Austin , Texas 78701-1495 
Attn: WendaiJ Smith 

Dear Wenda ll 

11 DO ARCO BUILDING 

600 N. MARIENFELO 

MIDLAND, TEXAS 79701 
OFF: [915) 683-2534 

FAX: [915)683-4514 

We aJe sending the $8,940.08 that covers the minimum royalties due for the lease 
described on the enclosed letter. The described wel l was sold to Crownquest Inc. during 
the period covered for the minimum royal ty. The sa le agreement states that any liabilities 
are assumed by the purchaser. We were trying to get the buyer to abide by that provision. 
They are unwi lling to do so. We have decided to pay the pottion that applies to the time 
period while owned by Penwell Energy, Inc. We respectfully ask that the penalties and 
interest of $5,064.34 be abated due to the fact that we were trying to make Crownquest 
live up to the sales agreement. Your help in th is area would be greatly appreciated . 

• •• • • • • • • • • • • • • • • . • • • •• • • • • •• 
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1 - ·- -·---- --------- -·----·----- ----------------------~ 

Remittance Description Fiscal Register 
Name Refer Type Mo Day Year Year Number Amount 

PENWELL ENERGY INC 122 c 07 01 2004 2004 048021 8,940.08 
ROYALTYVOUCHER (R) 
File Number GLA Amount File Number GLA Amount 

..-

, 

' 

PLEASE CLEAR THE A IT ACHED PAYMENT 
THEN SUBMIT DISTRIBUTION SLIP & GL0-3 

TO L. ARELLANO BY: A.S.A.P. 

Ue1J ~fn~ 
-v 'T7 



INVOi[CE lmMBER 
062804 

,. 

PENWELL ENERGY, INC.~ 
DATE DESCRIPTION 

06/28 /0 4 PAYING MINIMUM 
AMOUNT 

8,940 . 08 
DISCOUNT 

04048021 

007881 

8 , 940.08 X 
NET 

/~ 

, 





.· 
1/29/99 FTP of 1 ,200#; 14/64" positive choke, gas sal~s 568 mcf, 236 BW, 0 BC. 

1/30/99 15 hr. flow rate of 442 mcfd ; 0 BC, 94 BW. 1: 1 Paso sales line froze off, well Sl by HI-Low valve, 
SITP 2100#, SICP 2,500#. 

1/31/99 SITP 2,650, SICP 2,650#. El Paso sales line .-;till froze up. ~/I ~)r1 
~'11/99 SITP 3,100#, SICP 2,900#. El Paso sales line still froze. 

212199 SITP 3,050#, SICP 2,650#. El Paso field personnel purged ice block from main sales line and well 
was returned to production. 

213/99 SITP 1,350#, SICP 2,700#, 0 BC, 227 BW, 1S hrs production 939 mcf. 

214/99 FTP 1 ,200#. SICP 2,300# on a 14/64" positive ck., 0 BC, 294 BW, 716 MCF. 

215/99 FTP 1,175#, SICP 2,050# on a 14/64" positive choke, 0 BC, 22S oW, 603 MCF. 

2/6/99 FTP of 1, 150#, CP 2,050#, 14/64" positive choke, 591 mcfd, 234 e.w, 0 BC. 

2/7/99 FTP of 1,125#, CP 2,050#, 14/64" positive choke, 583 mcfd, 217 BW, 0 BC. 

2:18/99 FTP of 1,125#, CP 2,000#, 14/64" positive choke;/.580 mcfd, 270 BW, o BC. Drop from report. 
I 

. ( 

• . . • • • • • • • 
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1/10/99 FTP of 1,750#, 14/64" positive choke, gas :;ales rate of 893 mcfd., made 340 BW past 24 hrs. 

1/11/99 FTP of 1,650#, 14/64" positive choke, gas Si.tles of 811 mcfd., water production 432 bbls. 

1112/99 FTP of 1 ,500#, 14/64 • positive choke, gas sales 823 mcf, 425 BW. 0 BC. 

1/13/99 FTP of 1,425#, 14/64" positive choke, gas sales 697 mcf., 255 BW, 0 BC. 

1/14/99 FTP of ,1 ,400#, 14/64" positive choke, gas sales 656 mcf, 405 BW, 0 BC. 

1/15/99 FTP 1,375# on 14/64" positive ck., gas sales 655 mcf, 459 BW, 0 BC. 

1/16/99 FTP of 1,350#; positive choke of 14/64"; mGfd rate; 0 BC; 357 8W. 

1/17/99 FTP of 1,300#, 14/64" positive choke, gas sales rate of 638 mcfd., 372 BW. 

1118/99 FTP of ·1 ,300#, 14/64" positive choke, gas sales of 628 mcfd, water production 362 bbls. 

1/19/99 FTP of 1,300#; 14/64" positive choke, gas sales 631 mcf, 222 BW, 0 BC. 

1/20/99 FTP 1 ,300#, 14/64" positive choke, gas sales 623 mcf, 410 BW, 0 BC. 

1/21/99 FTP of ·t ,300#; 14/64" positive choke, gas sales 601 mcf, 368 BW, 0 BC. 

1/22/99 FTP 1 ,275#, 14/64" positive choke, gas sales 605 MCF, 298 BW, 0 BC. 

1/23/99 FTP of 1, 175#; positive choke of 14/64"; 579 mcfd rate; 0 BC; 263 BW. 

1/24/99 FTP of 1,175#, 14/64" positive choke, gas sales rate of 576 mcfd. 278 BW. 

1/25/99 FTP of 1,175#, 14/64" positive choke, gas sa 'es of 576 mcfd, wate1 production 324 bbls. 

I 

1/2.6/99 FTP of 1,175#; 14/64" positive choke, gas sa:es 577 mcf, 290 BW, o BC. 

1127/99 FTP 1,1~'5" on 14/64" positive choke, gas sa!es 583 MCF, 172 BW, 0 BC. 

1/28/99 FTP of 1,175#; 14/64" positive choke, gas sales 567 mcf, 304 BW, 0 BC. 

• • • •• • • • • • ••• • • • •• • • • • • • • • • • • • • • • • • • •• . DBBy Drflfng Wei History for: OATMAN From 1/111920 through 4/liOO Page 34 of 35 



12127/98 SITP 4,300#. 

~ ·· ... ,.....-.,. .:::(i;· 
/ ~:~~~~: 

12/28/98 SITP, no report. Will pull bombs and have El Paso Install larger orfice plate in meter run . Will put 
well on lline today. 

12129/98 SITP 4 ,800#. RU slickline truck and pulled 8HP bombs. Made gradient stops every 3,000' while 
pulling 'bombs. Dumped valves and high pressure regulator In production unit were washed out and 
leakin~l - Will replace this morning and start well to production. 

12/30/98 SITP 4,825#. Changed out dump valves and high pressure re;Julator in production unit. Started 
welll to production @ 3:00 PM CST. At 6:00PM, FTP of 1 ,900# on 12/64" choke, gas rate of 1.838 
mmcfd, left well flowing to El Paso sales linR 

12131198 TP 800#. Well blew down to El Paso line pressure of 800# and qua delivering gas@ 8:00PM. 
Leave well open to see If well might start unloading. 

1/1199 Well did not unload any fluid, shut well in for build-up. 

1/2/99 SITP 2,200#. 

1/3/99 SITP 3, 100#. 

1/4/99 SITP 3,750#. 

1/5/99 SITP 4,550#. Will RIH w/slickline today and drop off perforating guns and check for fluid level. 

1/6/99 SITP 4,850#. RU sllckline truck and RIH w/shifting sleeve to dr!._p off perforating guns. Could not 
get to stinger on gun release, Jack 26' gettinu to release. POOH and PU 1.618" blind box and RIH. 
Worked down 26' and could tag stinger. POOH and PU shifting si\3eve. RIH and latched onto 
stinger and released gun. RIH and found top of perforating gun@ 15,113', three feet below bottom 
perforation. POOH and RD slickline truck. Will acidlze well today. 

I 

1/7/99 SITP 4,~)90#. MIRU Halliburton. Acldlzed tha Atoka formation perfs. from 15,103' -15, 110' w/5,000 
gals. Of 10% MCA acid+ 36 tons of C02. Min. pp 4,990#@ 5.0 bpm, max. pp 5,750#@ 5.0 bpm, 
avg. pp 5,520#@ 5.0 bpm. ISIP 2,700#, 5 rnin . 1,950#, 10 min. 1,715#, 15 min. 1,553#. Total load 
of acid to recover Is 11 9 bbls. RD Halliburtor:. RU flowback manifold and started flowing well back 
on 20/6<1" ck., 2 hr. SITP was 900#. At 3:00 PM, FTP of 2,740#, @ 9:00 PM FTP of 2,500#. 
Recove1ing C02 and add wtr. Left well flowing overnight w/flowl.lack personnel. 

1/8/99 Continued flowing back well recovering C02 and acid water. C02 content was 30%@ 6:00AM. 
Recovered 147 bbls. of load water since stan ing flowback. At 5:00PM, C02 content was 2%. FTP 
of 2,1 00# on 12/64" choke,@ 9:00PM FTP of 2,1 00# on 12/64" choke, gas rate of 1.73 mmcfg 
through sales meter. Left well flowing overnight w/Oowback personnel. At 6:00 AM this morning, 
FTP of 'i ,800# on 16/64" choke, gas rate of 1.273 mmcfg, made 120 BW past 12 hrs. Continue 
flowing well. 

1/9/99 Well still flowing. Adjustable choke Is plugging off periodically. Installed 14/64" positive choke and 
left well nowing. Well making dirty colored water Intermittently. FTP of 1 ,800# . 

• • • • • • • • • • ..... • • •• 
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12/20/98 SICP c:OO#. Bled well down. PU Halliburton PLS packer and TCP assembly. Started running In the 
hole picking up 2 7/8" production tbg. Testing tbg. going in the hole to 15,000# below the slips. 
Make-up torque for tbg. Is 3,500 ft./lbs. Ran 234 jts. In hole and SWIFN. 
DC: $4,864 ACC: $53,643 

12121/98 SICP 400#. Bled well down. Continue runnlng In the hole w/ production tbg. Ran additional 248 jts. 
of tbg. , Will run tie-In log and space out TCP guns tomorrow. SWIFN. 
DC: $5,030 ACC: $58,673 

12122/98 SICP 400#, blew well down & loaded tbg. w/2 bbls. of 1 0# brine wtr. RU Apollo Wireline Co. and ran 
correlation log. Figured tbg. spacing & RIH w/2 additional jts. RU and re-ran correlation log. Added 
2' pup ~t. to tbg. string. Set Halliburton PLS 10K production pkr. w/16,000# of compression. Perfg. 
guns on depth to perf the Atoka formation frn 15,093'- 15,095' and 15,1 04' - 15,11 0'. NU x-mas tree 
and te51ed tree to 1 0,000#. OK. RD Apollo and tbg. testers. Will perf well this AM. DC: $19,865, 
ACC: P 8,538. 

. l 
Ill~' \n ~ .. ~ 

12.123/98 / Nu flowback manifold. Dropped sleeve and opened vent valve, no action, packer holding O.K. 
\~rapped perforating bar and perforated the Atoka formation In \he following Intervals: 15,093' -

15,095' and 15,104' -15,110' w/2 SPF. When gun fired, well went on instant vacuum. Stayed on 
vacuum for 45 min. Left well open for 6 hrs and well was static. RIH w/BHP bomb, fluid level 
approximately 2,500' FS. Hung off bombs ond SWI. RD work-o\ler unit. 
DC: $27,390 ACC: $105,928 

Tubinn: Ran tubing as follows: 

De~cription Length Depth 

Below Kelly Bushing 25.00 

~ 2 7/8", 7.90#, P-110, PH-6 tbg 31.30 56.30 

1-2 7/8", 7.90#, P-110, PH-6 tbg sub 1.80 58.10 

48:1• 2 7/8", 7.90#, P-110, PH-6 tbg 14946.86 15005.57 

1 -2 3/8" 8rd EUE X 2 7/8", PH-6 P-110 X-over 0.61 15005.57 

1 - 2 3/8" X 3.6785" Halliburton On-Off Tool w/1.8'/ 5" 1.36 15006.93 

1 - 5" Halliburton PLS 10K Production Packer (60K ~;hear) 3.98 15010.91 
J 1' 2 3/8", 4.70#, N-80, 8rd AB Mod 1bg 31.75 15042.66 

1 - 2 3/8" Halliburton Profile NipfJie w/1 . 781" "R" 1.31 15043.97 

1 -2 3/8", 4.70#, P-110, 8rd EUE AB Mod. Tbg. sub 8.01 15051.98 

1 - Maximum differential vent sub 1.32 15053.30 

1 - 2 3/8" mechanical tbg releast. sub 1.57 15054.87 

1 2 3/8", 4.70#, P-110, 8rd, AB Mod tbg. 31.73 15086.60 

1 - mechanical firing head 2.77 15089.37 

1 - 3.375" safety spacer sub 3.63 15093.00 

1 - 3.375" casing gun 17.00 15110.00 

1 - gun bull plug 0.85 15110.85 

12124/98 SITP 1, 700#. 

12/25/98 SITP 2,400#. 

12/26/98 SITP 3,400#. 

• • • •• • • • • • ... • • . •• 
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1217/98 

12/8/98 

12/9/98 

12/10/98 

: 0 

I 
SICP 1 00#, SITP 400#. Blew well down and pumped 100 bbls. of 1 0# brine water down tbg. 
Resumed laying down 2 718" production tbg. LD production p&c.:ker and two jts. of tail pipe. Moved 
produc.1ion tbg off racks and moved 2 718" rental work string onto racks. RU Apollo Wireline Co. and 
RIH w/3 3/4" magnet on wireline. Found fill @ 15,097'. Made ~o runs w/magnet and did not 
recover any pieces of slips or slip body, onl}' recovery was a material that appears to be Iron sulfide. 
RD Apollo. PU Bulldog hydrostatic bailer w/4" blade style bit on bottom w/2 3/4" opening In center. 
RIH pir;king up 2 718", 6.50#, N-80 rental work sting. Ran 261 joints and SWIFN. 
DC: $6,184 ACC: $25,522 

SICP 0#, SITP 50#. Blew well down and continued running in hole w/2 7/8" work string. Tagged fill 
@ 15, 1,22' by tubing measurement. Cleaned out fill from 15,122' to PBTD_ of 15,23Jr._ TOOH 
w/Buildog Bailer. Recovered a material that appears to be iron sulfide and proppant from Wolfcamp 
frac job. LD bailer and PU 5" Baker-style csg. scraper and TIH w/26 stands of tbg. SWIFN. 
DC: $11,025 ACC: $36,547 

SICP 0#, SITP 30#. Continue RIH w/tbg. Casing scraper would not go in top of liner. All attempts 
to get scraper Into liner were unsuccessful. TOOH wltbg. Found on block of scraper would not 
recess properly to allow scraper to enter liner. Sent scraper in to be redressed. SWIFN. 
DC: $2,210 ACC: $38,757 

PU re-dressed 5" csg. scraper & TIH to TOL. Entered liner & had to scrape thru first 6 jts. of liner, 
after that, TIH w/no problems to 15,228'. Stert laying down 2 7/8" work string in singles, laid down 
360 jts. SWIFN. DC:$2,480, ACC: $41,237. 

12/11/98 SICP Oil-, SITP 75#. Blew well down & finished laying down 2 7/'3" rental tbg. & csg. scraper. 
Loaded out rental tbg . & unloaded additional 2 7/8" production tbg. Closed BOP & locked rams. SO 
due to bad weather & icy roads and SWIFN. 
DC: $1 ,634 ACC: $42,871 . 

12/12/98 SO due to snow and Icy road conditions. DC: $0, ACC: $42,871 . 

12113/98 SO for weekend. DC: $0, ACC: $42,871 

12/14/98 SO for Sunday. 

12115/98 so waiting on pkr. repair parts and high tem1 erature charges for tbg conveyed perfg. guns. DC: 
$410, ACC: $43,281 . 

12116/98 Packer repair parts came in; high temperatum charges for tbg. conveyed perforating guns will be in 
tomorrow. 
DC: $410 ACC: $43,691 

12117/98 Pkr. repaired & ready to run; high temperature charges for tbg. conveyed perf. guns will be in today. 
DC: $410, ACC: $44,101 . 

12/18/98 Loading high temperature charges in tbg. conveyed perforating gun today. 
DC: $410.00 ACC: $44,511 

121'19/98 SICP 1 ,500#. Bled well down, pumped 185 bbls. of 10# brine water down csg., well dead. Will start 
running TCP assembly and packer in the morning. 
DC: $4,;~68 $48,779 

• • • • • • • • • • ••• • • . . . 
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5/15/98 Flowed 958.4 MCF & 335 BW @W 705# FrP. 

5/16/98 TP 705; MCF 958.4; BW 335. 

5/17/98 TP 705; MCF 934.3; BW 342. 

5/18/98 TP 710; MCF 924.3; BW 260. 

5/19/98 913.5 MCF; 315 BW @ 715# FTP. 

5/20/98 908.3 MCF; 326 BW@ 725# FTP. 

5/21/98 3250 T?; Sl by El Paso. 

5/22/98 SITP 3500 PSI G. Drop from report. 

J 
6/27/98 725 FTP; 771 .4 MCF; 289 BW. 

6/28/98 790 FTP; 752.4 MCF; 318 BW. 

6/29/98 750 FTP; 747.0 MCF; 386 BW. 

6/30/98 AMMENDED REPORT: 
6/27/90: 725 FTP; 771.4 MCF; 289 BW. 
6/28/98: 790 FTP; 752.4 MCF; 318 BW. 
6/29/9fl: 750 FTP; 747.0 MCF; 386 BW. 

$5,247,553 

"l 214/98 MIRU DO wo!1(-over unit. SITP 3,500#. Open well up and start blowing well down. TP dropped to 
400#, water hit @ surface and TP began increasing on 18/64" choke. TP increased to 2,200# and 
began declining. At 10:00 PM, FTP of 1,800# on 18/64" choke, making large quantity of water. Left 
well flowing down gas sales line. 

12/5/98 Well flowing w/1,1 00# TP on 18/64" choke making large quani'·> of water. RU kill truck and pumped 
80 bbls. of 1 0# brine water down tbg. NO w~llhead and released on-off tool from packer. Circulated 
hole w/260 bbls. of 1 0# brine water w/50% returns. Rental slip-~y!)e tbg . elevators would not hold, 
change out elevators. NU BOP. While plcli.lng tbg. string up off slips, rental tbg . elevators slipped 
and dropped tbg. 2' and the tbg. wrap-around caught tbg. string on top of the elevators, the slip 
segments broke. Two slip segments and tw•) pieces of slip body f<>ll downhole. SWIFN. 
DC: $12,800 ACC: $12,800 

12/6/98 SICP 0#, SITP 0#. Latch back on to on-off tool and released packer. Slowly worked packer up out 
of liner w/pieces of junk from slip-type eleva:ors dragging on top of packer. Continue pulling out of 
hole laying down 2 7/8" production tbg. In singles. LD a total of 379 jts. and SWIFN. 
DC: $6,538 ACC: $ 19,338 

DaRy Drff/ng WeH History for. OATMAN From 1/111920 through 4,t3IOO 
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4/26/98 750 FTP; 590 FCP; 1227.7 MCF; 479 BW. Can't Sl esc (valve won't close) . 

4/27/98 750 FfP; 590 FCP; 1187.2 MCF; 351 BW. 

4/28/98 TP 7!i!J; CP 590; MCF 1146.8; BW 435. 

4/29/98 TP 740, CP 800, MCF 1120.2, water 428. 

4/30/98 740 TP; 950 CP; 1099.1 MCF; 525 \Mr. 

5/1/98 740 TP, 950 CSG, 1075.5 MCF, 417 BW. 

5/2198 810# TP, 1000# CP, 1069.0 MCF, 496 BW. 

5/3/98 730# TP, 1000# CP, 1063.1 MCF, 381 BW. 

5/4/98 730#TP, 1100#CP, 1061 .4 MCF, 501 BW. 

5/5/98 730 TP; 1051 .8 MCF; 90 \Mr. 

5/8/98 Sl by high line pressure. 

5n/98 Sl due to WAHA Plant shut down. 

5/8/98 ST by EPNG. WAHA Plant down. 

5/9/98 TP 14GO; MCF 1289.7; Wtr 296. 

5/10/98 TP 730; MCF 1074.2; W tr492. 

!i/11/98 TP 725; MCF 1010.6; Wtr 444. 

5/12/98 990.5 MCF; 384 BW on 720# FTP. 

5/13/98 Flowed 977.7 MCF; 681 BW @ 710# FTP. 

5/14/98 Flowed 969.4 MCF; 375 BW @ 700# FTP. 

Daily DnJing Wei History for: OATMAN From 111/1920 through 4/'J..1JO 
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$5,247,553 
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$5,247,553 
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$5,247,553 
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$5,247,553 

$5,247,553 
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4/4/98 Flow '1.404 MMCF + 530 BW@ 2100# fTl:>. 
$5,247,553 

4/5/98 Flow 1.452 MMCF + 400 BW @2300# FTP on 16/64" adjustable choke. 
$5,247,553 

4/6/98 Flow 1.365 MMCF + 480 BW @ 2300# FTP on 16/64" adjustable choke. 
$5,247,553 

4nt98 Flow 1365 MCF + 480 BW on 16/64" choko@ 2300# FTP. 
$5,247,553 

4/8/98 Flow 1534 MCF + 616 BWon 19/64" choke@ 1450# FTP. 
$5,247,553 

4/9/98 Flow 1.455 MMCF, 750 BW on 19/64" choke @ 1400# FTP. 
$5,247,553 

4/10/98 Flow 148.8 MCF + 520 BW on 19/64" chok~ @ 1400# FTP. 
$5,247,553 

4/11/98 Flow 144.8 MCF + 489 BW on 19/64" chokfJ @ 1350# FTP. 
$5,247,553 

4/12/98 Flow 332 MCF + 55 BW. Sl for BHP build up. SITP 4000#. 
$5,247,553 

4/13/98 SITP 4800#. Top master valve was leaking. 
$5,247,553 

4/14/98 SITP 5200 pslg. 
$5,247,553 

4/15/98 Sl for BHP. 

$5,247,553 

4/16/98 Sl for BHP. 
$5,247,553 

4/17/98 Flow H 45 MCF + 675 BW on 25/64" choke@ 1100# FTP. 
$5,247,553 

4/21/98 Flowed 1,501 mcf + 494 BW on 25/64" choka@ 900# FTP. 
$5,247,553 

4/22/98 Flowed 1,359 MCF + 493 BW on 25/64" chcke@ 900# FTP. 
$5,247,553 

4/23/98 Flow 1,326 MCF + 470 BW on 50/64" chokE!@ 750# FTP. 
$5,247,553 

1./24/98 Flow 1 :~42 MCF + 379 BW on 50/64" choke@ 750# FTP. 
$5,247,553 

4/25/98 750# FIP; 1252.4 MCF; 627 BW; 50/64"; 590# Sl CP. 
$5,247,553 
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3/17/98 FTP 4925#, 7/64" positive choke, gas sale!> 911 .1 MCF, made 166 BW. 
$5,247,553 

3/18/98 FTP 4900#, 7/64" positive choke, gas sale!l 903.7 MCF, madE· 200 BW. 
$5,247,553 

3/19/98 FTP 4825#, 7/64" choke, gas sales 888 MCF, made 200 BW. 
$5,247,553 

I 
3/20/98 4825 FTP on 7/64" choke, 860.2 MCF, mad-a 155 BW. Flowing to sales. RU Schlumberger unit to 

run sut~ey spinner on sllckline. 15,150' TD sllckllne measurement. Run survey. Flowing to sales. Sl 
for 1 1/2 hrs. TP up to 5,250#. 

$5,247,553 

3/21/98 4850# FTP on 7/64" choke, 783.6 MCF, msde 130 BW. 
$5,247,553 

3/22/98 4750# FTP on 7/64" choke, 893.5 MCF, Ma!Je 155 BW. 
$5,247,553 

3/23/98 4650# FTP on 7/64" choke, 856.7 MCF, made 145 BW. 
$5,247,553 

3/24/98 4650# FTP on 7/64" choke, 817.4 MCF, made 145 BW. 
$5,247,553 

3/25/98 4650# TP, 816.7 MCF, 175 BW. 
$5,247,553 

3/26/98 4625# FTP, 808.0 MCF, made 160 BW. 
$5,247,553 

3/27/98 4600# fTP, 803.9 MCF, made 140 BW. 
$5,247,553 

3/28/98 Flow 799.4 MCF + 170 BW on 4575# FTP. 
$5,247,553 

3129/98 Flow 810.7 MCF + 160 BW on 4550# FTP. 
$5,247,553 

3/30/98 Flow 775.0 MCF + 165 BW on 4450# FTP. 
$5,247,553 

3/31/98 Flow 751 MCF + 155 BW@ 4400# FTP. 
$5,247,553 

4/1/96 Flow 740 MCF + 123 BW@ 4350# FTP. Plumbed in flow-line from stak-pak to El Paso Field 
Services 4" gas sales meter run. Turned gas qo sales through Oatman lease 4" meter run@ 4:15 
PM CST 3/31/98, 8/64" choke, TP 4275#. Gas sales 875 MCF- 1.063 MMCF. Left well producing. 

$5,247,553 

4/2/98 Flowed 822 MCF + 165 BW on 8/64" choke@ 3825# FTP. 
$5,247,553 

4/3/96 Flowed 917 MCF + 200 BW@ 3650# FTP. Drove to well changed out positive 8/64" choke to 12/64" 
adjustable choke. Sales line pressure 760#, TP 3600#. Gas sales 1.3 - 1.6 MMCFGPD. Left well 
product no. 

Dat1y Dri1ing Wei History for: 'JATMAN From 11111920 through 41J1t)0 

$5,247,553 
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2/28/98 El Paso notified that gas sales could begin on well. Purged 2 7/'d" temporary sales line and pressure 
up to ~00#. Found 24 collar leaks. Repairdd 20 leaks and shu!. tlown due to darkness. Continue 
now testing well through test unit. FTP of 5,850# on 7/64" choke, gas volume of 1.530 mmcfd. 
Recovered 144 bbls of water in past 24 hrs1 Load to recover is 494 bbls. 
Daily Cost: $7,329 Cum. Cost. $5,238,761 

3/1/98 Finishf.d repairing leaks. Pressured line to 1,000# and found 12 more leaks. Repaired leaks. 
Turned well to first gas sales to El Paso@ 3:30PM CST 2-28-98. FTP of 5,825# on 7/64" positive 
choke, gas volume 1.327 mmcfd. Recovered 120 BW past 24 hours. Load left to recover Is 374 
bbls. 
Daily Cost: $4,140 Cum. Cost: $5,242,901 

3/2/98 FTP 5,950# on 7/64" choke, gas sales 1.230 mmcfd. Recovered 136 bbls. past 24 hrs. Load left to 
recover is 238 bbls. 
Daily Cost: $.4,652 Cum. Cost: $5,247,553 

3/3/98 TP 5,750# on 7/64" positive choke, gas rate of 1.228 mmcfd. Recovered 128 BW past 24 hrs., load 
left to recover is 11 0 bbls. 

$5,247,553 

3/4/98 TP 5, 750# on 7/64" positive choke, gas ratt: of 1.219 mmcfd. Recovered 119 BW past 24 hours. 
$5,247,553 

3/5/98 TP 5,550# on 7/64" positive choke, gas rate of 1.009 mmcfd. Recovered 124 BW past 24 hours. 
I $5,247,553 

3/6/98 TP 5,5:50# on 7/64" positive choke, gas rate of 1.011 mmcfd. P.acovered 128 BW past 24 hrs. 
$5,247,553 

I 

3n /98 FTP 5!>50#, 7/64" positive choke, gas rate "1.119 mmcfd, 128 BW. 
$5,247,553 

3/8/98 FTP 5250#, 7/64" choke, gas sales 1.107 mmcfd, 168 BW. 
$5,247,553 

3/9/98 FTP 4600# on 7/64" positive choke, gas sa!es 1.186 mmcfd, 150 BW. 
$5,247,553 

3/10/98 TP 4800# on 7/64" positive choke, gas rate of 1.309 mmcfd. Recovered 240 BW past 24 hours. 
$5,247,553 

3/11/98 Flow 1.231 mmcf, 240 BW on 7/64" choke@ 5450 PSIG FTP. 
$5,247,553 

3/12/98 FTP 5,200#, 7/64" positive choke. Gas rate 983 mcfd, made 240 BW. Down 3 hrs. repairing washed 
out chctke. 

$5,247,553 

3/13/98 FTP 5100#, 7/64" positive choke, gas sales 1.013 mmcfg, macle 225 BW past 24 hours. 
$5,247,553 

:·3/14/98 FTP 5,050#, 7/64" positive choke, gas sales 996 MCF, made 209 BW. 
$5,247,553 

3/15/98 FTP 50,:>0#, 7/64" positive choke, gas sales 953 MCF, made 165 BW. 
$5,247,553 

3/16/98 FTP 4950#, 7/64" positive choke, gas sales 021 mcf, mde 150 BW. 
$5,247,553 
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2/18/98 At 7:00 AM, FTP 650# on 11/64" choke, gas rate 396 mcfd. Recovered 12 BW in past 24 hrs. 
Contin.ue flow testing well. Finished setting (rae tanks and started filling w/ water. Halliburton will rig 
up intensifiers today and prepare to frac well tomorrow. 
Daily Cost: $2,350 Cum. Cost: $4,843,984 

2/19/98 At 7:00AM, FTP 700# on 11/64" choke, gas rate 450 mcfd. Recovered 6 BW In past 24 hrs. Wlll 
frac w-all today. 
Daily Cost: $4,900 Cum. Cost: $4,848,884 

2/20/98 At 7:00AM, FTP 800# on 11/64" choke, gas rate 450 mcfd. Recovered 3 BW in past 24 hrs. Shut 
well in and RU Halliburton Services. Well shut in 3 hrs. and 45 min. TP built from 800#- 2,810#. 
Fraced W olfcamp perfs from 13,670'- 13,710' w/1 35,700 gallons of Hybor gel 35 in 2% KCL water 
containing 107,41Q# of 20-40 lnterprop staged from 1#- 3# per gallon. Max. pp. 12,500# @ 22.3 
BPM, Min. pp. 10, 157#, @ 18.3 BPM, Avg. pp. 11 ,600# ~ 23.6 BPM. Flushed to top perf. I SIP 
4,883#, S min. 4,625#, 10 min. 4,590#, 15 min. 4,583#. Total load to recover is 3,230 bbls. Left well 
shut in 4 hrs. RD Halliburton. RU flowback manifold. SITP after 4 hrs. was 4,056#. Started flowback 
@ 6:00 PM 2/19/98. At 6:00AM 2/20/98, FTP was 4200# on 8/64" choke. Have recovered 257 bbls 
of loac water in 12 hrs. Have not seen any proppant at surface. Continue w/ flowback operations. 
Daily Cost: $293,000 Cum. Cost: $5,141,884 

2/21 /98 Continue flowing back well. At 10:00 AM, well began making ga~•. Switch through test production 
unit. Gas rate of 400- 500 mcfd , water volume of 38 - 40 BPH. At 11 :00 AM, proppant began 
plugging choke. Tum out of production unit: and back thru flowback manifold. Reduced choke size to 
6/64". At noon, FTP was 4,450# on 6/64" choke making gas, water and proppant. At 5:00 PM, no 
sign of proppant for last 5 hours, switch back through test unit. FTP was 5, 150# on 8/64" choke, gas 
volum19 of 1.1 mmcfd, making 50- 60 BPH load water. At 6:00AM 2/21/98, FTP was 5,950# on 
8/64" c:hoke, gas rate of 2.3 mmcfd, water rateof 20-22 BPH. In past 24 hours have recovered 
1 ,211 BLW. Total recovered Is 1 ,468 bbls., load left to recover Is 1,762 bbls. Continue flow testing 
well. 
Daily Cost: $18,154 Cum. Cost: $5,160,038 

2122/98 At 7:00AM, FTP 5,850# on 8/64" positive choke, gas rate 2.486 mmcfd, water has declined 13 - 14 
BPH. Recovered 342 bbls. past 24 hours, luad left to recover Is 1 ,420 bbls. No sign of any proppant 
past 2Al hours. Continue flow testing well. 
Daily Cost: $3,180 Cum. Cost: $5,163,218 

2123/98 At 7:00AM, FTP 5,950# on 8/64" positive choke, gas rate 2.519 mmcfd. Making 13- 14 BPH water. 
Recovered 331 bbls. past 24 hours. Load left to recover is 1,089 bbls. Continue flow testing well. 
Startt:d breaking out 2 7/8" flow- line from Ore lda14 #1 0 to move to Oatman #1 . Drove to well to 
measure for production equipment. 
Daily Qost: $5,539 Cum. Cost: $5,168,757 

2/24/98 Continue flowing back well. Ml and set 2 mmbtu 15,000# WP three phase gas production unit and 
began plumbing In same. Started laying 2 i'/8" gas sales line to Kirk #1. W ell flowing on 8/64" 
positiv 3 choke w/ 5650# FTP, gas volume 2.508 mmcfd. Shut well in for 2 hours to install Hi-low 
valve on X-mas tree. SITP 6,250#. Opened well back up and resumed flow testing. Choke plugged 
off w/ proppant. Removed positive choke and Installed adjustable choke. Resumed flowing well. At 
7:00 AM 2/24/98, FTP was 5,700# on 10/64" adjustable 3/4" choke, gas rate of 2.500 mmcfd, 
making 6 BPH water. Have recovered 144 bbls. of water past 24 hours. Load left to recover is 1 ,089 
bbls. 
Daily Cost: $36,170 Cum. Cost: $5,204,927 

2/25/98 Continue flow testing well. Continue installation of 2 mmbtu 15,000# WP three phase gas production 
unit and laying 2 7/8" gas sales line to Kirk #1 . Installed 7/64" positive choke in test unit. At 7:00AM 
2/25/96, FTP of 6,000#, gas rate of 1.587 mmcfd, recovered 148 bbls. of water in past 24 hours. 
Load left to recover is 941 bbls. 
Daily Cost: $8,635 Cum. Cost: $5,213,562 

2126/98 Continue flowing testing well. Finished inst<Jlllng production equipment and sales line. El Paso 
cannot take gas until noon today. Proppant cut out positive choke. 'Installed new 7/64" positive choke 
in test unit. Have ordered tungsten carbide chokes. FTP of 5,85~. gas rate of 1.531 mmcfd, 

I 

recovered 181 bbls. of water past 24 hrs. Load left to recover is 760 bbls. 
Daily Cost: $10,935 Cum. Cost: $5,224,497 

2/27/98 Continue flow testing well. FTP of 5,900#, gas rate of 1.530 mmcfd, 7/64" positive choke. 
Recovered 122 bbls. of water past 24 hrs. Load left to recover is 638 bbls. El Paso did not finish w/ 
plant work and would not take any gas sales. Should be able to coml)'lence gas sales today. 
Daily Cost: $6,935 Cum. Cost: $5,231,432 
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2/10/98 37 hour SICP 0#, SITP 0 #.Finish TIH w/ production tubing to 13,720'. RU Halliburton and pickled 
tubing. W/1,000 gallons of 15% HCL acid. Reversed out same. Spotted 250 gallons of 10% Acetic 
acid .. additives@ 13,720'. RD Halliburton. Pulled 50 stds. and had to shut down due to extremely 
high wind. 
Daily Cost: $8,408 Cum. Cost: $4,643,321 

I 
2/11198 18 hr. SICP 0#, SITP 0#. Finish TOOH w/ production tubing. RU Schlumberger and perforated the 

WQJfca..mR fonnation In the following Interval; 13,670' - 13,710', 40' x 41 holes. Hole showed no 
action after perforating. RD Schlumberger. PU 5" Halliburton PLS production pkr & RU tbg. testers. 
Started testing In hole w/ packer and production tubing to 15,000#. Tested 45 stands In the hole. 
SWIFt-!. 
Daily Cost: $128,427 Cum. Cost: $4,771 ,748 

2/12/98 14 hr. 'SICP 25#, SITP 0#. Resumed testing In hole above slips w/ packer and production tubing to 
15,000#. Tested 163 stands In the hole. Like 10 stds. being In hole to packer setting depth. SWIFN. 
Daily Cost: $6,984 Cum. Co~t: $4,778,732 

2/13/98 14 hr. SICP 600#, SITP 600#. No gas surface, only fluid. Bled well down and resumed testing In 
hole above slips w/ packer and production tubing to 15,000#. Set packer@ 13, 13,487' w/ 10 pts. of 
compression. NU Xmas tree and tested sarne to 10,000#, O.K. RU Halliburton and pumped Into 
Wolfcamp perfs 13,670'- 13,710' w/3% KCL water. FBP 5,218#. Establish injection rate of 4 BPM@ 
5,741'1-.~. Pumped 8 bbls and shut down. ISIP 4,290#, 15 min. 3,800#. RD Halliburton. Blew well down 
and st~rted swabbing w/ IFL@ surface. Swabbed well down to 700' FS. SWIFN. 
Daily Cost: $14,878 Cum. Cost: $4,793,610 

Tubing: Ran tubing as follows : 

Description Length Depth 

Below Kelly Bushing 24.00 

1 2 7/8", 7.90#, PH-6, P-110 new API tubing 31 .15 55.15 

1 2 7/8" double pin sub, 7.90#, PH-6, P-110 0.50 55.65 

435 2 7/8", 7.90#, PH-6, P-110 new API tubing 13425.18 13480.83 

2 7/8" X~ver, PH-6 X 8rd EUE, 7.90#, P-110 0.67 13481 .50 

1 OSTSD w/1.875" "N" profile and 1.791 no-go 1.43 13482.93 

1 5" Halliburton PLS Retrievable Production Packer (60K shear) 4.09 13487.02 

1 2 7/8" X~ver, 8rd EUE X PH-6, 7.90#, P-110 0.57 13847.59 

?. 2 7/8", 7.90#, PH-6, P-110 new API tubing 62.00 13549.59 

2114/98 15 hour SITP 3,500#, SICP 870#. Blew well down and swabbed fluid level down to 3,500' FS, 
recovered 9 bbls of fluid. Had strong gas blow after each run. RU Halliburton Services and acidized 
Wolf~mp p_erfs from 13,670' - 13,710' w/4,000 gallons of 15% MSA + 750 SCF/bbl nitrogen+ · · · 
additives + 35 RCN 1.3 SG ball sealers. Min~p 3.648#@ 1.54 BPM, ·Max. -PP 6,970#@ 5.2· BPM, 
Avg. pp 5,015#@ 4.23 BPM. All BPM rate!; are fluid only. Had ball action, did not ball out. ISIP 
6,156#, 5 min. 5,370#, 10 min. 5,336#, 15 rnin . 5,305#. Fluid load to recover 'ls 104 bbls. RD 
Halliburton. Opened well up w/ SITP 5,1 00# In 45 min. Start flowing back well. Had water rate of 90 
BPH for 2 hours during Initial flowback.@ EJ:OO AM CST 2/14/98, FTP 1900# on 11/64" choke. 
Making 17 BPH water. Total load of 104 bbl~ recovered + 91 bbls. Gas volume 497 mcf. Continue 
flow testing well. 
Daily Cost: $38,154 Cum. Cost: $4,831 ,764 

2/15/98 At 7:00AM, FTP 1,1 00# on 11/64" choke, gas rate 442 mcfd, wa~er has declined 4 BPH. Continue 
flow testing well. 
Daily Cost: $3,180 Cum. Cost: $4,834,944 

2/16/98 At 7:0(1 AM, FTP 900# on 11 /64" Choke, gas rate 529 mcfd . Water has declined to 1.5 BPH. 
Continue flow testing well. 
Daily Cost: $2,280 Cum. Cost: $4,837,224 

2/17/98 At 7:00 AM, FTP 800# on 11/84" choke, gau rate 449 mcfd. Made 1 o BW In past 24 hrs. Continue 
flow teming well. 
Daily Cost: $4,410 Cum. Cost: $4,841 ,634 
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'1/24/98 Day 177: Depth 15,300; Ftg. past 24 hrs. O';Avg. ftlhr 0; Shale; Testing liner top; ; MW 14.5, Vis 46, 

pH 9.£, Cl120,000, WL 8.0, Cake 1, PV 19, YP 18, Solids 4.5, Gels 6/10, Bit# 35: 6 1/2 RRWOB 
10K; RPM 50; Cum. Hrs. 1 1/2; Cum. Ftg. 427; SPM 75; Pressure 2500; Past 24 hrs. 1 1/2 hrs. 
drilllntJ. 8 1/2 hrs. tripping, 1 1/2 hrs. circulating, 8 1/4 hrs. woe, 4 112 hrs. testing liner top. 
REMARKS: Tagged cement@ 11,975'. Drflled out cement to TOL@ 12,402'. TOOH w/ bit. PU 
Hallibl:rton RliS" packer and TIH to i2;390'. Set pkr. & pressure tested to 1500# w/ 14.4 ppg. mud 
for 30 min., held O.K. Released pressure, open by- pass & displace mud w/ FW down to packer. 
Differt·ntlally test liner top w/ FW for 3 hours, no flow. 
Daily Cost: $20,855 Cum. C:o5t: $4,493,030 

1/25/98 Day 1 ~8 : Depth 15,300 ; Ftg. past 24 hrs. O';Avg. ftlhr 0; Shale; LDDC's;; MW 10.0, Vis 29, pH 10.5, 
Cl168,000, Past 24 hrs. 6 314 hrs. tripping , 2 hrs. Circulating, 2 hrs. Finish testing liner top, 1 1/2 
hrs. attempt to pull wear bushing, 1/2 hr. polish out PBR sleeve, 11 1/4 hrs. LOOP. 
Dally Cost: $23,715 Cum. Cost: $4,516,745 

1/26/98 Day 179: Depth 15,300; Ftg. past 24 hrs. O';Avg. ftlhr 0; Shale; Idle;; Past 24 hrs. 11 1/2 hrs. NO 
BOP, cut wear bushing out of wellhead, Install tbg. head w/ single 1 0,000# master valve, 3 hrs. jet & 
clean pits. REMARKS: Rig releaseQ_@ 1Q:OO PM CST, 1/25/98. Remove from report until 
completion begins. ---=----- -·-· --
Daily Cost: $45,505 Cum. Cost: $4,562,250 

1/31/98 Move In and clean up location. Set anchors. 
Daily Cost: $3,860 Cum. Cost: $4,566,110 

2/1/98 MIRU completion unit. 
Daily C.:ost: $2,964 Cum. Cost: $4,569,074 

2/2/98 Shut down for Sunday. 
Daily Cost: $ Cum. Cost: $4,569,074 

2/3/98 SICP Co#. Install 7-1/16", 10,000# WP double hydraulic BOP w/ blinds in bottom and 2 7/8" pipe rams 
in the top. PU 4 1/8" mill tooth bit+ 6-3 1/2'\ DC's and RIH picking up 2 7/8", 8rd EUE, N-80 work 
string. RIH w/ 306 jts. of tubing. SWIFN. 
Daily Cost: $13,655 Cum. Cost: $4,582,729 

2/4/98 SICP 0#, SITP 0#. Continue running in hole: w/ tbg. TOL by tbg measurement 12,402'. RIH to 
13,801' and circulate out 14.5 ppg mud. Had gas pocket on bottoms up. Continue in hole to 14,420', 
circulate out mud. Continue in hole to 14,831' and circulate out mud. No show of gas. SWIFN. 
Daily Cost: $12,940 Cum. Cost: $4,595,669 

2/5/98 SICP 0#, SITP 0#. Continue running in hole w/tbg. Washed and drillled barite stringers from 14,831' 
to 15,193'. Tagged plug@ 15,193'. Drilled up plug and drilled out cement to FC@ 15,251'. 
Circulated hole clean and displaced hole w/ 3% KCL water. RD power swivel and started TOOH 
w/tbg. SWiFN. Will finish TOOH and run e eL today. 
Daily Cost: $11 ,980 Cum. Cost: $4,607,649 

2/6/98 SICP 0#, SITP 0#. Finish TOOH w/ tbg. RU Schlumberger. Attempted to run USI cement bond log, 
5 attempts were unsuccessful, could not get tool to function properly. Ran CET in combination w/ 
VOL bond log. RD Schlumberger and SWIFN. 
Daily Cost: $18,144 Cum. Cost: $4,625,793 

217/98 SITP 0#, SICP 0#. TIH w/ 9,000' of work tubing, LD same. TIH w/ 6,000' of work tubing, DC's and 
bit, LD same. Move In and unload 44 joints of 2 7/8", 7.90#, P-110, PH-6, new API production 
tubing. SWIFN. 
Daily Cost: $4,650 Cum. Cost: $4,630,443 

2/8/98 PU anc RIH w/ 330 joints of production tubing and elevators broke. SWIFN. 
Daily Cost: $4,470 Cum. Cost: $4,634,913 

2/9/98 Shut down for Sunday. 
Daily Cost: 

DaRy Drl/Ting WeB History for OATMAN From 11111920 through 4.13100 
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1/17/98 Day 17 0: Depth 15,300 ; Ftg. past 24 hrs. O';Avg. ftlhr 0; Shale; TOOH for second logging run;; MW 
14.4, Vis 46, pH 9.0, Cl 120000, WL 8, Cake 1, PV 19, YP 18, Solids 5, Gels 6/10, Bit# 34: SPM 
80; Pressure 3000; Past 24 hrs. 7 hrs. tr1pplf1g; 12 hrs. logging; 4 hrs. eire, 1 hr. cut drilling line. 
REMARKS: Ran resistivity & sonic logs. L<:Jggers TO was 15,3GO', DP strap was 15,300'. TIH and 
circula~ed off gas for 3 hours. At report time, TOOH for addition<ll logging runs. 
Daily Cost: $13,335 Cum. Gust: $4,248,790 

1/18/98 Day 171 : Depth 15,300; Ftg. past 24 hrs. O';Avg. ftlhr 0; Shale; TIH to Circulate;; MW 14.4, Vis 46, 
pH 9.0, Cl120,000, WL 8.0, Cake 1, PV 19, YP 18, Solids 5, Gels 6/10, SPM 80; Pressure 3000; 
Past 2~· hrs. 8 1/4 hrs. tripping, 15 3/4 hrs. logging. REMARKS: Made 2 different logging runs w/ 
Density - Neutron tool and had tool failures on both runs. At report time TIH to circulate off gas. 
Daily Cost: $18,255 Cum. Cost: $4,267,045 

1/19/98 Day 172: Depth 15,300 ; Ftg. past 24 hrs. O';Avg. ftlhr 0; Shale; Circulating;; MW 14.4, Vis 46, pH 
9.0, Cl120,000, WL 8, Cake 1, PV 19, YP 18, Solids 5, Gels 6/10, Bit# 35: 6 1/2" RR 
;20,20,20;SPM 80; Pressure 3000; Past 24 hrs. 8 hrs. tripping, 11 1/4 hrs. logging, 4 3/4 hrs. 
circulating. REMARKS: Made several attempts to obtain porostty logs In 6 1/2" hole. All at1empts 
were unsuccessful due to tool failure and line failure. RD Schlumberger truck. TIH and circulate off 
gas. At report time drcula11ng ou1 gas bubble and waiting on another open-hole logging truck. 
Dally Cost: $13,255 Cum. Cost: $4,280,300 

1/20/98 Day 173: Depth 15,300; Ftg. past 24 hrs. O';Avg. ftlhr 0; Shale; TIH;; MW 14.5, Vis 46, pH 9.0, Cl 
120,000, WL 8, Cake 1, PV 19, YP 18, Solids 5, Gels 6/10, Bit# 35: SPM 80; Pressure 3000; Past 
24 hrs. 8 3/4 hrs. tripping, 101/4 hrs. logging, 3 1/2 hrs. circulating, 1 1/2 hrs. cut drilling line. 
REMARKS: Brough1 ou1 another Schlumberger open - hole truck. Ran first porosity tool & tool failed 
@ 14,964'. PU another tool & logged well from 15,250' back to Int. csg. TIH@ report time. 
Daily C:os1: $13,255 Cum. Cost: $4,293,555 

1/21/98 Day 174: Depth 15,300; Ftg. past 24 hrs. O';Avg. ftlhr 0; Shale; TIH w/5" Liner;; MW 14.5, VIs 46, 
pH 9.0, Cl120,000, WL 8, Cake 1, PV 19, YP 18, Solids 5, Gels 6/10, Past 24 hrs. 10 hrs. tripping, 
6 3/4 hrs. casing, 7 1/4 hrs. circulating. REMARKS: PU 5" liner & TIH. Circulated out gas@ 
12,800', continue In hole to 13,800'. At report time circulating off gas <m 13,800'. 
Daily Cost: $43,310 Cum. Cost: $4,336,865 

1/22/98 Day 175: Depth 15,300 ; Ftg. past 24 hrs. O';Avg. ftlhr 0; Shale; WOC Liner;; MW 14.5, Vis 46, pH 
9.0, Cl120,000, WL 8, Cake 1, PV 19, YP 18, Solids 5, Gels 6/10, SPM 75; Pressure 2500; Past 24 
hrs. 8 1/2 hrs. tripping, 1 1/2 hrs. finish running casing, 5 1/2 hrs. circulating, 6 3/4 hrs. woe, 1 3/4 
hrs. cement liner. 
Daily Cost: $122,385 Cum. Cost: $4,459,250 

Casing: Ran 6" Production Liner as follows: 

Joints Ran Joint Description 

1 6" Gemoco Float Shoe 
1 6", 18.00#, P-110, FL-45 new API shoe joint 
1 5" Gemoco Float Colla1· 
1 6" Gemoco Landing Cc liar 
64 6", 18#, P-110, FL4S, flush joint new API casing 
1 5" X 7 5/8" TIW Type EJ Liner Hanger 
1 5" X 7 5/8" TIW PB Tie C1ack sleeve 
65 joints Total Casing 

Less Above KB 
Casing set@ 

Footage' 

1.40', 
44.73', 

.50', 

.51', 
2,835.23', 

5.35', 
8.00', 

2,897.62', 

Hung liner 1' off bottom. Bottom of liner@ 16,299'. TOL 12,402'. Liner was sand blasted. 
Halliburton cemented w/ 360 sacks of Class "H" containing .6% CFR..J, .6% Halad 344, 
.3% HR-5, .4°.4 Gas-stop mixed@ 16.4 ppg, mixing water of 4.77 gals./sk., yield 1.23 
cu.\Tt./sk. Plug down to 15,251'@ 3:15PM CST 1/21/98. Did not bump plug, floats held 
O.K. Stung out of hanger and TOOH w/liner setting toCJ!s. 

'J/23/98 Day 173: Depth 15,300; Ftg. past 24 hrs. 0';; Shale; WOC Liner;; MW 14.5, Vis 46, pH 9, Cl 
120,000, WL 8, Cake 1, PV 19, YP 18, Solids 5, Gels 6/10, SPM 75; Pressure 2500; Past 24 hrs. 24 
hrs. woe. REMARKS: TIH w/ bit to 10,0Cil'. Circulating & woe. Will tag up on cement@ noon 
and drill out cement to TOL. 
Dally Cost: $12,925 Cum. Cost: $4,472,175 

DaRy Drllflng Wei History for: OATMAN From 11111920 through 4.f.liOO 
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1/8/98 Day 161: Depth 14,890; Ftg. past 24 hrs. 3T;Avg. ft/hr 1.9; 100% Shale, BGG 125, TG 250; TOOH 
for bit;: MW 13.6, Vis 40, pH 9.5, Cl 150, WL 9.6, Cake 1/32, PV 15, YP 11, Solids 6, Gels 4/8, Bit# 
31: 6 112 Hughes EP4347 ;20,20,20;WOB 25K; RPM 11 0/40; Cum. Hrs. 47; Cum. Ftg. 113; GP 
OZ10, 10SPM 84; Pressure 2800; BHA: bit, motor, DC, stabll, DC, 28 DC's. Size DP 3 1/2, No. DC 
30, OD, 4 5/8, DC Length 922, DC Wt. 30. 1/2 deg. @ 14,853 ft. Past 24 hrs. 19 1/4 hrs. drilling, 
1/4 hr. service rig work BOP, 1 1/2 hrs. Totco 1/4 hr. wash to bottom, 2 3/4 hrs. TOOH. 
REMARKS: Shale heaving on connections. Having to wash bflck down on each connection. 
Daily Cost: $17,925 Cum. Cost: $4,011 ,961 

1/9/98 Day 162: Depth 14,928; Ftg. past 24 hrs. 38';Avg. ftlhr 2.3; 100% Shale, BGG 500, CG 700, TG 
1,000; DRLG;; MW 13.6, Vls44, pH 11 , Cl150,000, WL 10, Cake 1/32, PV 16, YP 14, Solids 6, 
Gels 4/9, Bit # 32: 6 1/2 HTC STR50R ;20,20,20;WOB 25K; RPM 11 0/40; Cum. Hrs. 16; Cum. Ftg. 
38; GO PZ10, 10SPM 82; Pressure 3000; BHA: Bit, motor, DC, S, DC, 28 DC's. Size DP 3 1/2", 
No. DC 30, OD 4 5/8", DC Length 921, DC Wt. 30. Past 24 hrs. 5 3/4 hrs. trip, 3/4 hr. change 
motor, 1 1/2 hrs. cut drill .line, 16 hrs. drill w/ motor. REMARKS: Centrifuge hooked up & running. 
Daily Cost: $38,211 Cum. Cost: $4,050,172 

"1/1 0/98 Day 163: Depth 15,019 ; Ftg. past 24 hrs. 91 ';Avg. ftlhr 4; Shale; DRLG;; MW 13.6, Vis 41 , pH 9.5, 
Cl150,000, WL 12, Cake 1, PV 16, YP 14, Solids 5.0, Gels 4/9, Bit# 32: 61/2"WOB 25K; RPM 
11 0/40: Cum. Hrs. 38 112; Cum. Ftg. 129; SPM 82; Pressure 3000; Past 24 hrs. 22 1/2 hrs. drilling, 
1/4 hr. ig service, 1 1/4 hrs. rig rotary chain . REMARKS: BGG 260 units, conn. Gas 0 units. 
Daily Cost: $24,406 Cum. Cost: $4,074,578 

1/11/98 Day 164: Depth 15,074; Ftg. past 24 hrs. 55';Avg. ftlhr 3.8; Sh;tie & Lime; DRLG;; MW 13.6, Vis 
42, pH 10, Cl150,000, WL 8.0, Cake 1, PV 10, YP 14, Solids 5, Gels 4/8, Bit# 33: 6 1/2" ATJ55R 
;20,20,:W;WOB 25K; RPM 110/40; Cum. Hrs. 6 1/2; Cum. Ftg. 30; SPM 82; Pressure 3000; Past 24 
hrs. 14 1/4 hrs. drilling, 9 1/4 hrs. tripping, 1/ti hr. service rig, 1/2 hr. change out mud motor. 
REMARKS: BGG 500 units, CG 1,750, TG 2,000. 
Daily C.ost: $23,215 Cum. Cost: $4,097,793 

1/12/98 Day 46~: Depth 15,132 ; Ftg. past 24 hrs. 58';Avg. ftlhr 2.4; Shale & Lime; DRLG;; MW 14.4, Vis 
42, pH H.O, Cl 158,000, WL 1 0.2, Cake 1, PV 16, YP 13, Solids 4.5, Gels 3/8, Bit # 33: WOB 25K; 
RPM 11.0/40; Cum. Hrs. 30; Cum. Ftg. 88; SPM 80; Pressure 3000; Past 24 hrs. 23 1/2 hrs. drilling, 
1/4 hr. service rig, 1/4 hr. check for flow. REMARKS: Had drilling break from 15,049'- 15,059', with 
13.6 PP'J mud, gas units went from 750 - 2,200 - 500 units. Had drilling break from 15,076 - 079, well 
started flowing w/13.6 ppg mud. Increased MW to 14.4 ppg. Had drilling break from 15,116 -
15,120', gas units Increased from 1,000 - 1,400- 1,100 units w/14.4 ppg mud. Top Atoka@ 15,049'. 
Daily Cost : $24,234 Cum. Cost: $4,122,027 

1/13/98 Day 166: Depth 15,160 ; Ftg. past 24 hrs. 281;Avg. ftlhr 1.9; Shale & Lime; TIH w/ bit;; MW 14.3, Vis 
42, pH U.S, Cl160,000, WL 12.0, Cake 1, PV 16, YP 14, Solids 5, Gels 4/8, Bit# 34: 6 1/2" Reed 
EHP62A ;18,18,18;SPM 80; Pressure 3000; Past 24 hrs. 14 3/4 hrs. drilling, 6 1/2 hrs. tripping, 1/4 
hr. service rig, 2 1/2 hrs. dev. REMARKS: BGG 4,000 units, CG 5,500 units. Had drilling break 
from 15,142' - 145', broke from 30 min./ft. to 10 min./ft . Gas units increased from 1,200 to 4,500 
units. On bit trip, ran single shot survey, did not get good data. At report time TIH w/ new bit. 
Dally Cost: $34,502 Cum. Cost: $4,1 56,529 

1114/98 Day 167: Depth 15,211 ; Ftg. past 24 hrs. 51';Avg. ftlhr 2.8; Shale & Lime; DRLG;; MW 14.4, Vis 
41 , pH 1 0.0, Cl 160,000, WL 11 .8, Cake 1, PV 19, YP 12, Solids 6, Gels 4/9, Bit# 34: WOB 25K; 
RPM 110/40; Cum. Hrs. 17 3/4; Cum. Ftg. 51 ; SPM 78; Pressure 3,000; 1/2 deg. @ 15,1 53 ft. Past 
24 hrs. 17 3/4 hrs. drilling, 3 1/2 hrs. tripping , 2 hrs. dev., 3/4 hr. circulating. REMARKS: Had to 
circtJiate off gas thru chokes after bit trip. At roport time BGG 650 ~mils, CG 0 units. 
Daily Cost: $23,685 Cum. Cost: $4,180,214 

1/15/98 Day 0: Depth 15,274 ; Ftg. past 24 hrs. 63';Avg. ftlhr 2.6; Shale; DRLG;; MW 14.4, Vis 42, pH 9.0, 
Cl 150,000, WL 14, Cake 1, PV 16, YP 13, Solids 5, Gels 4/9, Bit# 34: WOB 25K; RPM 11 0/40; 
Cum. Hm. 41 1/4; Cum. Ftg. 114; SPM 78; Pressure 3,000; Past 24 hrs. 23 1/2 hrs. drilling, 1/2 hr. 
service r\g. REMARKS: BGG 3,000 units, C G 4,000 units. 
Daily Cost: $23,802 Cum. Cost: $4,204,016 

1/16/98 Day 169: Depth 15,300 ; Fig. past 24 hrs. 26';/wg. ftlhr 2.2; Shaii:);·TOOH for Logs;; MW 14.4, Vis 
46, pH 9.0, Cl120,000, WL 8, Cake 1, PV 19, YP 18, Solids 5, Gels 6/10, Bit# 34: WOB 25K; RPM 
110/40; Cum. Hrs. 52 3/4; Cum. Ftg. 140; SPIJI78; Pressure 3,000; 1 deg.@ 15,250 ft. Past 24 
hrs. 11 1/2 hrs. drilling, 4 3/4 hrs. tripping, 1/~· hr. service rig, 2 hrs. dev., 5 1/4 hrs. circulating. 
REMARKS: BGG 650 units, CG 0 units. TO 6 1/2" hole@ 5:30PM CST 1/15/98. At report time, 
strapping out of hole for logs. 
Daily Cost: $31,439 Cum. Cost: $4,235,455 

DtJ/Iy Drlfng Wei History for: OATMAN From 111/1920 through 4f3.00 
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12/30/97 Day 152: Depth 14,602 ; Ftg. past 24 hrs. 70';Avg. ft/hr 4.8; Lime & Sand; Inspecting Drill Collars;; 
MW 13.1 , Vis 41, pH 10, Cl150,000, WL W, Cake 1, PV 18, YP 18, Solids 4.5, Gels 3/9, Bit# 28: 
WOB 25K; RPM 108/45; Cum. Hrs. 47 3/4; Cum. Ftg. 219; SPM 84; Pressure 2900; 1 1/2 deg. @ 
14,555 ft . Past 24 hrs. 141/2 hrs. drilling, 1/2 hr. rig service, 2 'i/2 hrs. run survey, 3 3/4 hrs. 
TOOH, 2 3/4 hrs. trip check DC's. : 
Daily Cost: $16,890 Cum. Cost: $3,813,036 

12/31/97 Day 153: Depth 14,641 ; Ftg. past 24 hrs. 3tr;Avg. ftlhr 2.6; Dolomite & Shale; DRLG;; MW 13.1 , 
Vis 42, pH 10, Cl160,000, WL 8.4, Cake 1, PV 18, YP 20, Solids 6, Gels 4/8, Bit# 29: 6 1/2 Reed 
EHP62A ;20,20,20;WOB 25K; RPM 108/45; Cum. Hrs. 14 1/2; Cum. Ftg. 39; SPM 84; Pressure 
2900; Past 24 hrs. 3 hrs. finish trip checking DC's, 1 1/2 hr. cut drilling line, 4 hrs. TIH, 1/2 hr. wash 
& ream 60' to bottom, 1/2 hr. rig service, 14 1/2 hrs. drilling. REMARKS: Laid down 5 bad DC's. 
Dally Cost: $34,030 Cum. Cost: $3,847,066 

1/1/98 Day 154: Depth 14,658; Ftg. past 24 hrs. 17';Avg. ftlhr 2.1; 70% Sand, 30% Dolomite, BGG = 600, 
TG = 0 ; DRLG;; MW 13.1, Vls 43, pH 1 o, Cl150, WL 8.6, Cake 1/32, PV 19, YP 21 , Solids 6.5, 
Gels 4/8, Bit# 29: 6 1/2 REED ;20,20,20;WOB 25K; RPM 50; Cum. Hrs. 26 1/4; Cum. Ftg. 56; 
GDPZ1 0, 1 OSPM 82; Pressure 2500; BHA: 'Bit , BS, Collar, StCJb, Collar, Stabilizer, 28 DC. Size 
DP 3 H2, NO. DC 30, 00 4 5/8, DC Length 908, DC Wt. 30K. Past 24 hrs. 7 3/4 hrs. Drilling, 3/4 
hr. unplug motor, 112 hr. service rig, 9 1/2 hrs. TOOH to laydow:"' motor strap out of hole, 27' off 
make correction, 1 112 hrs. cut drill line, 4 hrs. drill. I 
Dally Cost: $31 ,182 Cum. Cost: $3,878,248 

1/2/98 Day 155: Depth 14,706 ; Ftg. past 24 hrs. 40';Avg. ftlhr 2; 60% Shale, 40% Dolomite, BGG = 750, 
TG = 0; Drilling;; MW 13.1, Vis 43, pH 10, Cl150, WL 8.6, Cake 1/32, PV 19, YP 21, Solids 6.5, 
Gels 4/8, Bit# 29: 6 1/2 Reed ;20,20,20;WOB 25K; RPM 50; Cum. Hrs. 49 3/4; Cum. Ftg. 104; GO 
PZ 10, 10SPM 82; Pressure 2500; Past 24 hrs. 23 1/2 hrs. drilling, 1/2 hr. service rig - work BOP. 
Daily Cost: $24,485 Cum. Cost: $3,902,733 

1/3/98 Day 1513: Depth 14,728 ; Ftg. past 24 hrs. 22';Avg. ft/hr 1.8; Shale & Lime; DRLG;; MW 13.1, Vis 
41 , pH 10.0, Cl150,000, WL 8.0, Cake 1, PV 15, YP 14, Solids 6, Gels 4/8, Bit# 30:61/2 Reed 
EHP53,l. ;20,20,20;WOB 28K; RPM 50; Cum. Hrs. 11; Cum. Ftg. 21; SPM 82; Pressure 2500; Past 
24 hrs. 9 1/2 hrs. bit trip, 1/2 hr. wash & ream 70' to btm., 1/2 hr. rig service, 1 1/2 hrs. repack 
swivel, 12 hrs. drilling. 
Daily Cost: $21 ,988 Cum. Cost: $3,924,721 

1/4/98 Day 157: Depth 14,751 ; Ftg. past 24 hrs. 23';Avg. ftlhr 1.3; Shale; DRLG;; MW 13.1, Vis 42, pH 10, 
Cl 150,000, WL 8.6, Cake 1, PV 14, YP 16, Solids 6, Gels 4/8, Bit# 30: WOB 28K; RPM 50; Cum. 
Hrs. 28 1/2; Cum. Ftg. 44; SPM 82; Pressure 2500; Past 24 hrs. 17 1/2 hrs. drilling, 1/2 hr. rig 
service, 6 hrs. repair swivel. 
Daily Cost: $13,445 Cum. Cost: $3,938,166 

1/5/98 Day 15f:: Depth 14,777 ; Ftg. past 24 hrs. 26';Avg. ft/hr 1.2; Shale; TOOH for bit change;; MW 13.1, 
Vls 40, pH 10, Cl150,000, WL 8.5, Cake 1, PV 14, YP 10, Solids 6, Gels 4/8, Bit# 30: WOB 28K; 
RPM 50; Cum. Hrs. 50; Cum. Ftg. 70; SPM ll2; Pressure 2500; Past 24 hrs. 21 1/2 hrs. drilling, 1/4 
hr. rig sc!rvice, 2 1/4 hrs. TOOH for bit. 
Daily Cost: $13,285 Cum. Co!;t: $3,951,451 

'1/6/98 Day 159: Depth 14,788 ; Ftg. past 24 hrs. 11 '·Avg. ftlhr 2.7; Shale; DRLG;; MW 13.1, Vls 41 , pH 
10.5, Cl150,000, WL 8.2, Cake 1, PV 15, YP 12, Solids 7, Gels 4/9, Bit# 31 : 61/2" HTC ET4347 
;20,20,20;WOB 25K; RPM 110/40; Cum. Hrs. 4; Cum. Ftg. 11 ; SPM 84; Pressure 2800; BHA: bit, 
slow speed mud motor, monel DC, IBS, DC, IBS, 28 DC's. Size DP 3 1/2, No. DC 30, OD 4 5/8", 
DC Length 922, DC Wt. 30,000#. Past 24 hrs. 19 3/4 hrs. tripping, 4 hrs. drilling, 1/4 hr. rig 
service. REMARKS: PU Halliburton slow speed mud motor & TIH. Motor worked for 30 min. and 
quit. TOOH & LD motor. PU Black Max slow ~peed mud motor and TIH. At report time Black Max 
motor working fine. 
Dally Cost: $21 ,505 Cum. Cost: $3,972,956 

1n/98 Day 160: Depth 14,853; Ftg. past 24 hrs. 65';Avg. ftlhr 2.7; Shale; DRLG;; MW 13.1, Vis 41 , pH 
1 0.5, Cl 150,000, WL 9.2, Cake 1, PV 15, YP 11, Solids 6, Gels 4/8, Bit# 31 : WOB 25K; RPM 
11 0/40; Cum. Hrs. 27 3/4; Cum. Ftg. 76; SPM 84; Pressure 2800; Past 24 hrs. 23 3/4 hrs. drilling, 
1/4 hr. rig service. 
Dally Cost: $21 ,080 Cum. Cost: $3,994,036 

DaBy DriWng Wei History for: 'OATMAN From 11111920 through .V.WO 
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12/19/97 Day : Depth 14,224 ; Ftg. past 24 hrs. 56';Avg. ftlhr 2.3; Shale & Sand; DRLG;; MW 13.3, Vis 40, 
pH 11 .0, Cl 150,000, WL 8.5, Cake 1, PV 21, YP 19, Solids 5, Gels 4/10, Bit# 25: WOB 25K; RPM 
50; Cum. Hrs. 35 1/4; Cum. Ftg. 71 ; SPM 83; Pressure 2500; Past 24 hrs. 23 3/4 hrs. drilling, 1/4 
hr. service rig. 
Daily Cost: $16,360 Cum. Cost: $3,632,966 

12/20/97 Day 14'2: Depth 14,260 ; Ftg. past 24 hrs. 38';Avg. Mlr 1.7; Lime & Shale; DRLG;; MW 13.3, Vis 
41 , pH 10.0, Cl150,000, WL 8.2, Cake 1, PV 19, YP 12, Solids 5, Gels 4/10, Bit# 25: WOB 25K; 
RPM 50; Cum. Hrs. 55 3/4; Cum. Ftg. 107; SPM 83; Pressure 2500; Past 24 hrs~ 20 1/2 hrs. drilling, 
1/4 hr. service rig, 2 hrs. repair rotary chain , 1 114 hrs. clean scr~el',ls on mud pumps. 
Daily Cost: $32,759 Cum. Cost: $3,665,725 

12/21/97 Day 14~: Depth 14,273 ; Ftg. past 24 hrs. 13';Avg. Mlr 1.4; Lime, Sand, & Shale; DRLG;; MW 13.0, 
Vis 40, pH 1 0.0, Cl 150,000, WL 8.6, Cake 1, PV 19, YP 12, Solids 6, Gels 4/10, Bit# 26: 6 1 /2" 
Reed EHP53A ;20,20,20;WOB 28K; RPM 50; Cum. Hrs. 9 3/4; Cum. Ftg. 12; SPM 83; Pressure 
2500; Past 24 hrs. 2 1/2 hrs. run survey, 9 1/2 hrs. bit trip, 11 1/4 hrs. drilling, 1/2 hr. circulating, 114 
hr. wasn & ream 50' to bottom, no fill. 
Daily Cost: $18,060 Cum. Cost: $3,683,785 

12122/97 Day 144: Depth 14,293 ; Ftg. past 24 hrs. 20';Avg. ftlhr 1; Shale; DRLG;; MW 13.1, Vis 40, pH 10.0, 
Cl150,000, WL 9.8, Cake 1, PV 16, YP 18, Solids 4, Gels 3/9, 8it # 26: WOB 28K; RPM 50; Cum. 
Hrs. 29 1/2; Cum. Ftg. 32; SPM 80; Pressure 2300; Past 24 hrs. 19 3/4 hrs. drilling, 1/2 hr. rig 
service , 3 3/4 hrs. jet & clean shale pit. 
Daily Cost: $13,060 Cum. Cost. $3,696,845 

12/23/97 Day 145: Depth 14,318 ; Ftg. past 24 hrs. 2S';Avg. Mlr 1.5; Shale; DRLG;; MW 13.0, Vis 41, pH 
10.0, Cl 150,000, WL 16.2, Cake 1, PV 19, YP 18, Solids 5, Gels 4/10, Bit# 26: WOB 28K; RPM 50; 
Cum. Hrs. 45 3/4; Cum. Ftg. 57; SPM 80; Pressure 2300; Past 24 hrs. 16 1/4 hrs. drilling, 112 hr. 
service rig, 3/4 hr. pump repair, 6 1/2 hrs. jel & clean middle pit & suction pit. 
Daily Cost: $13,610 Cum. Cost: $3,710,455 

12124/97 Day 146: Depth 14,364 ; Ftg. past 24 hrs. 46';Avg. ftlhr 2.1; Shale & Lime; Shutting down for 
Christmas;; MW 13.0, Vis 41 , pH 10.0, Cl150,000, WL 16, Cake 1, PV 19, YP 18, Solids 5, Gels 
4/9, Bit fl. 26: WOB 28K; RPM 50; Cum. Hrs. 66 3/4; Cum. Ftg. 103; SPM 80; Pressure 2300; Past 
24 hrs. 21 hrs. drilling, 1 hr. trip Into 7 5/8" csg., shut down for Christmas. 
Daily Cost: $18,360 · Cum. Cost: $3,728,815 

12/25/97 Day 147: Depth 14,364 ; Ftg. past 24 hrs. O';Avg. ftlhr 0; Shale & Lime; Shut down for Christmas;; 
24 hrs. ~•hut down for Christmas. 
Daily Cost: $ Cum. Cost: $3,728,815 

12/26/97 Day 148: Depth 14,364 ; Ftg. past 24 hrs. O';Avg. ftlhr 0; Shale & Lime; Shut down for Christmas;; 
24 hrs. shut down for Christmas. 
Daily Cost: $ Cum. Cost: $3,728,815 

12/27/97 Day 149: Depth 14,380 ; Ftg. past 24 hrs. 16';Avg. ftlhr 1.7; Shale & Lime; Drilling w/ slow speed 
motor; ; MW 13.0, Vis 43, pH 10.0, CI150,00D, WL 12.4, Cake 1, PV 20, YP 19, Solids 4.5, Gels 
4/10, Bit# 27: 6 1/2 Hycalog DS111 ,WOB 5-14K; RPM 108/45; Cum. Hrs. 9; Cum. Ftg. 16; SPM 82; 
Pressure 2800; BHA: bit, slow speed motor, >:-over, monel DC, IBS, DC, IBS, 28 DC's. No. DC 30, 
OD ~ 5/fl", DC Length 926', DC Wt. 32,000#. Past 24 hrs. 1 hr. st<:ut up rig, 2 1/2 hrs. circulate 
bottoms up, 9 1/2 hrs. trip for slow speed motor, 2 hrs. cut drilling line, 9 hrs. drilling. REMARKS: 
After Christmas holidays, SICP 450#, SIDPP 350#. Circulated off gas & TOOH. PU slow speed mud 
motor & Hycalog bit In an attempt to speed up drilling. 
Daily Cost: $25,985 Cum. Cost: $3,754,800 

12/28/97 Day 150: Depth 14,421 ; Ftg. past 24 hrs. 41 ';Avg. ftlhr 2.9; Shale; DRLG;; MW 13.0, VIs 41 , pH 
1 0.0, Cl 150,000, WL 19.6, Cake 1, PV 18, YP 18, Solids 4.5, Gels 3/9, Bit# 28: 6 1/2" Reed HP62A 
;20,20,20;WOB 25K; Cum. Hrs. 9 1/4; Cum. Ftg. 38; SPM 84; Pressure 2900; Past 24 hrs. 13 3/4 
hrs. drilling, 8 1/4 hrs. bit trip, 1 1/2 hrs. rig repair, 1/2 hr. service rig. 
Daily Cos1: $21,931 Cum. Cost: $3,776,731 

12/29/97 Day 151 : Depth 14,532 ; Ftg. past 24 hrs. 111';Avg. ftlhr 4.6; Shale & Sand; DRLG;; MW 13.1, Vis 
41 , pH 1 0.0, Cl 150,000, WL 16, Cake 1, PV '18, YP 18, Solids 4.5, Gels 3/9, Bit # 28: WOB 25K; 
RPM 10e.t45; Cum. Hrs. 33 1/4; Cum. Ftg. 14 :.1; SPM 84; Pressure 2900; Past 24 hrs. 24 hrs. drilling. 
Daily Co~:t: $19,415 Cum. Cost $3,796,146 

Daily Dn11ing Well History for: OATMAN From 111/ 1920 through~ 
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12/10/97 Day 132: Depth 13,411 ; Fig. past 24 hrs. O';Avg . ftlhr 0; Sand; TIH w/ magnet;; MW 13.5, Vis 40, 
pH 12. Cl 145,000, WL 14.4, Cake 1, PV 1 ij, YP 12, Solids 2, Gels 9/12, SPM 80; Pressure 2000; 2 
1/4 de·J. @ 13,381 ft. Past 24 hrs. 11/2 ttrs. run survey, 18 3/4 hrs. tripping, 1 hr. change out 
tongs, 2 1/4 hrs. walt on magnet, 1/2 hr. fishing for cone. REMARKS: Ran single shot directional 
surve)'. Started to resume drilling and bit would not drill . TOOH and found one cone off bit. TIH w/ 
magnet, fished for cone & TOOH. Recovered 1/2 of bit cone . .'\t report time, TIH w/ magnet to 
recovor other half of cone. 
Daily Cost: $17,315 Cum. Cost. $3,455,931 

12/11/97 Day 133: Depth 13,471; Ftg. past 24 hrs. 60';Avg . ftlhr 6.4; Sand & Shale; DRLG;; MW 13.6, Vis 
40, pH 12, Cl145,000, WL 8, Cake 1, PV 20, YP 15, Solids 4, Gels 4/10, Bit# 22: 6 1/2" HTC STR 
30,WOB 30K; RPM 40/108; Cum. Hrs. 10 1/2; Cum. Ftg. 60; SPM 80; Pressure 3100; Past 24 hrs. 
12 1/4,hrs. tripping, 1/2 hr. fish for cone, 3/( hr. repair mud pump, 10 112 hrs. drilling. REMARKS: 
TIH w/magnet, fish cone & TOOH. Recovored 2 pieces of cone. PU new bit & mud motor & TIH. 
Resume drilling. 
Dally Cost: $27,010 Cum. Cost: $3,482,941 

12/12/97 Day 134: Depth 13,497; Fig. past 24 hrs. 26';Avg . ftlhr 4.1; Sand & Shale; DRLG;; MW 13.6, Vis 
41, pH 10.5, Cl145,000, WL 8.2, Cake 20, PV 14, YP 12, Solids~ . Gels 4/9, Bit# 23: 6 1/2 HTC 
STR44C ;20,20,20;WOB 26K; RPM 108/40; Cum. Hrs. 2 1/4; Cum. Ftg. 7; SPM 80; Pressure 3100; 
Past 24 hrs. 6 1/4 hrs. drilling, 1/2 hr. attempt to unplug motor, 2 hrs. repair high clutch air line, 1 
1/2 hm. cut drilling line, 1 hr. change out slow speed mud motor. 12 hrs. tripping , 3/4 hr. jet & clean 
shale pit. 
Daily Cost: $19,910 Cum. Cost: $3,502,851 

12/13/97 Day 135: Depth 13,738 ; Ftg. past 24 hrs. 241';Avg. ftlhr 10.9; Sand; DRLG;; MW 13.5, Vis 40, pH 
12.5, Cl145,000, WL 14, Cake 1, PV 14, YP 12, Solids 3, Gels 4/\), Bit# 23: WOB 25K; RPM 
180/40; Cum. Hrs. 24 1/4; Cum. Ftg. 248; SPM 80; Pressure 3000; Past 24 hrs. 1 3/4 hrs. change 
out swivel packing, 22 hrs. drilling, 1/4 hr. clean screens on mud pump. 
Daily Cost: $23,460 Cum. Cost: $3,526,311 

12/14/97 Day 136: Depth 13,n7 ; Fig. past 24 hrs. 39';Avg. ftlhr 4.5; Sand; DRLG;; MW 13.6, Vis 41 , pH 12, 
Cl145,000, WL 15, Cake 1, PV 20, YP 14, Solids 3, Gels 4/9, Oit #24: 61/2" HTC ATJ22C 
;18,18,18;WOB 24K; RPM 50; Cum. Hrs. 6 1/4; Cum. Ftg. 11 ; SPM 83; Pressure 2500; BHA: bit, 
junk basket, bit sub, monel DC, IBS, 1 DC, ,!BS, 28 DC's, No. GC 30, OD 4 5/8", DC Length 910, DC 
Wt. 30,000#; 2 3/4 deg. @ 13,711ft. Past 24 hrs. 2 1/4 hrs. drilling w/ mud motor, 2 hrs. run 
directional survey, g 3/4 hrs. tripping, 1 1/2 hrs. LD mud motor, 1 3/4 hrs. repair on drawworks, 6 1/4 
hrs. drilling, 1/2 hr. wash & ream 30' to bottom. 
Daily Cost: $23,915 Cum. Cost: $3,550,226 

12/15/97 Day 137: Depth 13,856; Ftg. past 24 hrs. 79';Avg. ftlhr 3.3; Shale & Lime; DRLG;; MW 13.8, VIs 
41, pH 11 .5, Cl145,000, WL 18, Cake 1, PV 20, YP 14, Solids 3, Gels 4/9, Bit# 24: WOB 25K; 
RPM !iO; Cum. Hrs. 30; Cum. Ftg. 90; SPM 33; Pressure 2500; Past 24 hrs. 23 3/4 hrs. drilling, 1/4 
hr. service rig. 
Daily Cost: $13,060 Cum. Cost: $3,563,286 

12116/97 Day 138: Depth 13,980; Ftg. past 24 hrs. 124';Avg. ftlhr 5.2; Shale & Lime; DRLG;; MW 13.7, Vis 
41 , pH 11, Cl150,000, WL 22, Cake 2, PV 20, YP 10, Solids 4, Gels 4/10, Bit# 24: WOB 25K; RPM 
50; Cum. Hrs. 53 3/4; Cum. Ftg. 214; SPM 83; Pressure 2500; Past 24 hrs. 23 3/4 hrs. drilling, 114 
hr. service rig & work BOP. 
Daily Cost: $17,530 Cum. Cost: $3,580,816 

12/17/97 Day 1~9: Depth 14,153; Ftg. past 24 hrs. 173';Avg. ftlhr 7.6; Sand & Lime; Running survey;; MW 
13.7, Vis 42, pH 11, Cl150,000, WL 18, Ca.ke 2, PV 22, YP 18, Solids 5, Gels 4/10, Bit# 24: WOB 
25K; RPM 50; Cum. Hrs. 76 1/2; Cum. Fig. 387; SPM 83; Pressure 2500; Past 24 hrs. 22 3/4 hrs. 
drilling, 1/4 hr. service rig and work BOP, 1 hr. running survey. 
Daily Co;;t: $13,365 Cum. Cost: $3,594 ,1 81 

12/18/97 Day: Depth 14,168; Ftg. past 24 hrs. 15';Avg. ftlhr 1.7; Shale & Lime; DRLG;; MW 13.7, Vis 42, 
pH 11 , Cl 150,000, WL 14, Cake 2, PV 21, YP 19, Solids 5, Gills 4/12, Bit# 25: 6 1/2" HTC STR-20 
;18,18,18;WOB 25K; RPM 50; Cum. Hrs.111/2; Cum. Ftg. 15; BPM 83; Pressure 2500; 2112deg. 
@ 14,125 ft . Past 24 hrs. 2 hrs. run directional survey, 8 3/4 l·rs. bit trip, 11/4 repair on high clutch 
air1ine,,1/2 hr. wash to bottom, 11 1/2 hrs. C.rilling. 
Daily Cost: $22,425 Cum. Cost: $3,616,606 
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'12/2/97 Day 124: Depth 15,300; Ftg. past 24 hrs. O';Avg. ftlhr 0; Shale; WOC;; MW 13.8, Vis 39, pH 10.5, 
CI15G,OOO, WL 7.6, Cake 2, PV 30, YP 14, Solids 7, Gels 216, SPM 60; Pressure 1500; Past 24 hrs. 
1 hr. circulating, 4 hrs. TOOH, 4 114 hrs. TIH, 1 1/2 hrs. circulate, 2 3/4 hrs. run gyro survey, 5 1/4 
hrs. wait on Halliburton, 1/2 hr. spot 50 sk. Plug, 4 3/4 hrs. woe. REMARKS: TOOH wlbit. TIH 
open-ended w/DP. Ran gyro survey through DP. Spotted 50 sacks of class "H" cement containing 
5#/sk. SSA-2 + .3% HR-5 mixed@ 16.0 pJ::g@ 13,258'. Pull up into 7 5/8" csg. Will WOC 8 hrs. & 
tag plug. 
Dally Cost: $33,554 Cum. Cost: $3,248,132 

12/3/97 Day 125: Depth 15,300; Ftg. past 24 hrs. O';Avg. ftlhr 0; Shale; WOC;; MW 13.8, Vis 49, pH 10.5, 
Cl150000, WL 7.6, Cake 2, PV 30, YP 14, Solids 7, Gels 2/6, SPM 60; Pressure 1500; Past 24 hrs. 
3 1/4 hrs. WOC, 1/2 hr. attempt to tag plug? 1 hr. circulate & walt 'on Halliburton, 1 1/4 hr. spot plug 
#3, 8 hrs. woe, 1/4 hr. attempt to tag plug,• 1/2 hr. spot plug #4, 8 hrs. woe, 1 1/4 hrs. tag plug 
#4. REMARKS: Did not tag plug #2. Spotted so sks. Of class H@ 13,258' & woe 8 hrs. Did not 
tag plug #3. §potted 150 sks. of class "H" & WOC 8 hrs. Tagged plug #4 @ 12,920'. At report time 
WOC & TOOH w/DP. Will PU bit & TIH to dress off plug. 
Daily Cost: $12,460 Cum. Cost: $3,260,592 

12/4/97 Day 126: Depth 12,983 ; Ftg. past 24 hrs. 0';; Shale & Lime; TIH w/ motor & bent sub;; MW 14.1, Vis 
48, pH 12, Cl130,000, WL 12, Cake 1, PV 30, YP 15, Solids 6, Gels 10118, Bit# 19: 6 1/2" 
DlamondSPM 70; Pressure 2200; BHA: diarnond bit, high speed mud motor, 2 deg. bent sub, monel 
DC, 22 DC's. Size DP 3 1/2", OD 4 5/8", DC Length 729', DC Wt. 24,000 Past 24 hrs. 8 3/4 
hrs. TOOH & TIH w/ bit, 1 hr. dress off cement plug, 1 3/4 hrs. circulate bottoms up, 5 1/2 hrs. 
TOOH, 1 1/2 hr. PU BHA, 2 hrs. run DC's & LD DC's, 1 hr. run steering tool through DC's, 2 1/2 hrs. 
TIH. REMARKS: TIH wlblt & tagged cement plug #4@ 12,920'. Dressed off cement plug to 
12,983. At report time, TIH w/mud motor & diamond bit w/2 dog. Bent sub to kick off new hole. Will 
start ll•~w_ hole ~ff in a compass heading of 315 deg.which will be NW of surface location. -
Daily Cost: $51,725 . Cum. Ccst: - $3,312,317 

Ko p ' ~;). £/ 10' r }(o' w I .A (II"( \,, '(; I" ' I I\, . ..... ' 

12/5/97 Day 127: Depth 13,003; Ftg. past 24 hrs. 20';Avg. ftlhr 1; Shale & Cement; Time Drilling;; MW 
14.1, Vis 49, pH 12, Cl130,000, WL 12.4, Cake 1, PV 29, YP 16, Solids 7, Gels 10/18, Bit# 19: 
WOB ·t-2K; RPM 350; Cum. Hrs. 19 3/4; Cum. Ftg. 20; SPM 74; Pressure 3300; Past 24 hrs. 1 1/2 
hrs. finish TIH, 1 hr. make-up kelly hose on steering tool, 1 3/4 hrs. RU steering tool , 19 3/4 hrs. time 
drilling. REMARKS: Finish TIH w/mud motor. Set tool face & orient tool w/a heading of N 30 
degrees W. Start time drilling to sidetrack hole. At report time, drilling 60% shale & 40% cement. 
Daily Cost: $26,774 Cum. Cost: $3,339,091 

12/6/97 Day 128: Depth 13,024; Ftg. past 24 hrs. 21';; 50% Shale, 20% Sand, 30% Cement; TIH;; MW 14.0, 
Vis 43, pH 11, Cl130,000, WL 18, Cake 1, PV 25, YP 12, Solids 8,'Gels 9/1 4, Bit# 19: WOB 4-SK; 
RPM 350; Cum. Hrs. 33; Cum. Ftg. 41; SPI.t174; Pressure 3300; 8HA: bit, slow speed mud motor, 
monel DC, 3 pt. reamer, DC, 3 pt. reamer, 29 DC's; No. of DC's 30, OD 4 5/8", DC Length 987.32', 
DC Wt. 32,000# Past 24 hrs. 13 1/4 hrs. drilling, 1 hr. pump repair, 1 1/2 hrs. rig down steering 
tool, 5 3/4 hrs. TOOH, 1 hr. LD bent sub & high speed mud motor, 1 1/2 hrs. TIH. 
Daily Cost: $29,165 Cum. Cost: $3,368,256 

·t2J7/97 Day 129: Depth 13,114; Ftg. past 24 hrs. 90';Avg. ftlhr 7.5; 60% Sand, 20% Shale, 20% Lime; 
TOOH;; MW 13.9, Vis 42, pH 11 .5, Cl135,000, WL 18.6, Cake 1, PV 25, YP 13, Solids 6, Gels 
9/14, Bit# 20: 6 1/2" Reed HP51H; 18,18,16 ;WOB 30K; RPM 40/108; Cum. Hrs. 12; Cum. Ftg. 90; 
SPM 82; Pressure 3350; 314 deg.@ 12,99.(. ft ., 2 1/2 deg. @ 13,057 ft. Past 24 hrs. 9 3/4 hrs. 
trippinu. 12 hrs. drilling, 1 1/2 hrs. surveys, 1/4 hr. wash to bottom, 1/2 hr. attempt to unplug motor. 
Daily Cost: $22,620 Cum. Cost: $3,390,876 

12/8/97 Day 130: Depth 13,180; Ftg. past 24 hrs. 66';Avg. ftlhr 5.7; Sand & Shale; DRLG;; MW 13.9, Vis 
42, pH 11, Cl140,000, WL 17.4, Cake 1, PV 24, YP 12, Solids 6, Gels 9/14, Bit # 21 : 6 1/2 Reed 
HP53H ;20,20,20;WOB 35K; RPM 108/40; Cum. Hrs. 111/2; Cum. Ftg. 66; SPM 80; Pressure 3100; 
Past 2•l hrs. 3 1/2 hrs. finish TOOH w/ plug'ged motor, 1 1/4 hrs. jet & clean suction pit, 1 1/2 hrs. rig 
repair, 1 3/4 hrs. cut drilling line, 4 1/2 hrs. TIH w/ new motor, 11 .1/2 hrs. drilling 
Daily Cost: $26,800 Cum. Cost: $3,417,676 

I 

12/9/97 Day 131 : Depth 13,411 ; Ftg. past 24 hrs. 2Zi1';Avg. ftlhr 9.6; Sand; Running Survey;; MW 13.6, Vis 
42, pH 111.5, Cl 140,000, WL 18.6, Cake 2, PV 21, YP 18, Solids 9.0, Gels 10/16, Bit# 21: WOB 
35K; RPM 108; Cum. Hrs. 35 1/2; Cum. Ftg. 297; SPM 80; Pressure 3100; Past 24 hrs. 23 3/4 hrs. 
drilling, 1/4 hr. running survey. 
Daily Cost: $20,940 Cum. Cost: $3,438,616 
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11125/97 Day 117: Depth 15,300 ; Ftg. past 24 hrs. O';Avg. ftlhr 0; Shale; Waiting on WO Shoe;; MW 14.3, 
Vis 43, pH 9.0, Cl152000, WL 9.0, Cake 1, PV 2.2, YP 14, Solids 7., Gels 4/10, SPM 90; Pressure 
2600; Past 24 hrs. 1 1/2 hrs. TIH w/mill , 1 'i/2 hrs. TOOH w/ mill, 4 1/2 hrs. TIH w/bit, 2 hrs. 
circulate off gas, 3 1/2 hrs. TOOH, 1/2 hr. PU Impression block, 4 hrs. TIH, 2 hrs. eire. off gas, 4 1/2 
hrs. make Impression & TOOH. REMARKS: TIH wlblt, taggeo liner top@ 13,340'. Appears liner 
has moved downhole 20'. Previous top was 13,320'. TOOH wlbit. PU Impression block & TIH. Made 
Impression & TOOH. Impression block was not on DP. 6 1/2" or. by 8" long lead Impression block 
left In hole. Waiting on WO shoe wlinslde lugs to try & catch Impression block. 
Daily Cost: $17,450 Cum. Cost: $3,112,571 

11/26/97 Day 118: Depth 15,300; Ftg. past 24 hrs. O';Avg. ftlhr 0; Shale; Circulating off gas bubble;; MW 
14.3, ills 49, pH 9.0, Cl150000, WL 8, Cake 2, PV 25, YP 18, Solids 7, Gels 2/6, SPM 70; Pressure 
1800; Past 24 hrs. 2 hrs. cut drilling line, 4 hrs. wait on WO Shoe, 5 1/2 hrs. TIH, 2 hrs. circulate off 
gas bubble, 3/4 hr. WO Impression block, 4 1/4 hrs. TOOH, 5 hrs. PU new impression block & TIH, 
1/2 hr. circulate off gas bubble. REMARKS: TIH w/notched WO Shoe and WO lead Impression 
block. TOOH w/ block. Could not determlnfl, any Impression on block due to deformation of block. 
TOOH w/ block. At report time, circulating off gas bubble and will make Impression w/ new style 
impression block. 
Dally Cost: $21,352 Cum. Cost: $3,133,923 

11/27/97 Day 119: Depth 15,300 ; Ftg. past 24 hrs. O';Avg. ftlhr 0; Shale; TIH w/ WO shoe;; MW 14.3, VIs 49, 
pH 9.0, Cl150000, WL 8.2, Cake 2, PV 25"YP 18, Solids 7, Gels 2/6, 6 1/2" WO shoe #11WOB 6-
8K; RPM 65; Cum. Hrs. 5 1/2; Cum. Ftg. 5; SPM 70; Pressure ~ 800; Past 24 hrs. 2 hrs. circulate off 
gas bubble, 5 1/2 hrs. make Impression & TOOH, 1 hr. LD block & PU WO shoe, 4 112 hrs. TIH, 5 
1/2 hrs. circulate off gas & WO 5" liner, 4 1/2 hrs. TOOH, 1/2 hr. change WO shoe, 1/2 hr. TIH 
w/new shoe. REMARKS: Impression block showed 5" liner jt. looking up to be egg-shaped where 
an overshot would not go over liner. TIH w/ WO shoe, 6 1/2" OD x 5 1/2" I D. Washed over 5' & -
TOOH. Cutrite on Inside of shoe had no wear at all. At report time, TIH w/ WO shoe 6 1/2" OD x 5" 
ID to at~empt to trim egg-shape off liner joint. 
Daily Cost: Cum. Cost: $3,133,923 

11/28/97 Day 120: Depth 15,300; Ftg. past 24 hrs. O';Avg. ftlhr 0; Shale; TIH w/ OS;; MW 14.3, VIs 49, pH 
9.0, Cl150000, WL 8.2, Cake 2, PV 25, YP 18, Solids 7, Gels 2/6, WO shoe #12WOB 6-8K; RPM 
65; Cum. Hrs. 6 1/2; Cum. Ftg. 5; SPM 70; Pressure 2.200; Past 24 hrs. 4 1/2 hrs. TIH w/shoe, 6 1/2 
hrs. WO liner, 5 3/4 hrs. TOOH, 1 1/2 hrs. LO shoe & PU OS, 4 1/:'. hrs. repair high drum clutch on 
drawworks, 1 3/4 hrs. TIH w/OS. REMARKU: TIH w/6 1/2" x 5" WO shoe w/knock-out lugs on 
inside. Washed over liner 5' by surface measurement. TOOH w/ shoe, showed were over liner 14". 
Down 4 1/4 hrs. for rig repair. At report time TIH w/ OS. 
Daily Cost: $15,000 Cum. Cost: $3,148,923 

11/29/97 Day 12·1: Depth 15,300 ; Ftg. past 24 hrs. O';Avg. ft/hr 0; Shale; WOC;; MW 14.3, Vis 49, pH 9, Cl 
150,000, WL 8.2, Cake 2, PV 25, YP 18, Solids 7, Gels 2/6, Past 24 Hrs. 2 hrs. finish TIH w/ OS, 2 
hrs. circulate off gas bubble, 1/2 hr attempt to catch liner top, 3 1/2 hrs. TOOH w/ OS, 2 1/2 hrs. LD 
fishing tools, 3 1/2 hrs. TIH w/ DP, 7 1/2 hrs. circulate and wait on Halliburton, 1 hr. set cmt plug, 1 
112 hr. TOOH & woe. 
Remarks: TIH w/ OS. Could catch liner but would pull off w/2-5 k #of pull . TOOH & LD fishing 
tools. TIH w/ DP open-ended. Spotted 75 sr.s. of Class "H" cmt containing_. 75% CFR-3 & .1% HR-5 
@ 13,3UO' ~ Will wait 48 hrs. on cmt & then s!deJrack hole. 
Daily C6st: $35,955 Cum. Cost: $3,184,878 

11/30/97 Day 122: Depth 15,300 ; Ftg. past 24 hrs. O';Avg. ftlhr 0; Shale; WOC & CIRCULATING;; MW 14.3, 
Vis 49, IJH 9, Cl150,000, WL 8.2, Cake 2, PV 25, YP 18, Solids 7, Gels 2/6, Bit# 18: 6 1/2", RR, 
Jets; 18;18;18.SPM 75; Pressure 2200; Past 24 Hrs. WOC. 
REMARI<S: Finish TOOH w/ DP. RIH w/3 3/4" DC's & 2 3/8" DP And LD same. PU 6 1/2" bit & 
RIH to 11 ,825, circulate & WOC. 
Dally Cost: $17,250 Cum. Cost: $3,202,128 

12/1/97 Day 123: Depth 15,300 ; Ftg. past 24 hrs. O';Avg. ftlhr 0; Shale; CIRCULATING;; MW 14.0, Vis 49, 
pH 9.0, Cl 150,000, WL 8.2, Cake 2, PV 25, ' : P 18, Solids 7, Gels 216, Bit # 18: WOB 5K; RPM 45; 
Cum. Hrs. 1; SPM 60; Pressure 1500; Past 24-Hrs. 22 1/2 hrs. WOC, 1 hr, drig cmt, 1/2 hr. circulate 
bottoms up. 
REMARKS: Tagged cmt plug@ 13,160', dr11 out of cmt@ 13,165'. RIH to 13,240', tagged cmt. 
Drilled crnt. to 13,250'. E~ll through. Curren'lly circulating w/ full r ~lums. Will TOOH & SB bit & 
collars & spot additional cmt plug. 
Daily Cost: $12,450 Cum. Cost:. $3,214,578 
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11/18/97 Day 110: Depth 15,300 ; Ftg. past 24 hrs. O';Avg. fUhr 0; Shale; Running Free Point;; MW 14.5, Vis 
45, pH 1 0.0, Cl 160000, WL 5.4, Cake 1, PV 19, YP 18, Solids 6.5, Gels 4/9, SPM 70; Pressure 
2200; Past 24 hrs. 1 1/2 hrs. finish TOOH w/mlll, 1 hr. change out mill, 3 3/4 hrs. TIH w/mlll , 3 3/4 
hrs. drvss of liner, 4 1/2 hrs. TOOH, 1 hr. LD mill & PU OS, 3 1/4 hrs. TIH, 2 hrs. circulate off gas, 
1/2 hr. catch liner w/OS, 2 3/4 hrs. run spud bars & free point. REMARKS: Dressed off liner w/mlll 
to ensure grapples were off liner. Caught liner w/OS. RIH w/spud bars on wireline and knock junk 
out of liner. Pushed junk to 14,945'. At repOrt time, running free point 
Daily Cost: $19,220 Cum. Cost: $2,953,320 

11/19/97 Day 111 : Depth 15,300 ; Ftg. past 24 hrs. O';Avg. ft/hr 0; Shale; TIH w/ OS;; MW 14.5, Vis 45, pH 
10.0, Cl160000, WL 5.4, Cake 1, PV 19, YP 18, Solids 6.5, Gels 4/9, SPM 80; Pressure 2700; Past 
24 hrs. 1 3 3/4 hrs. free point & back-off, 5 1/4 hrs. chain out of hole, 1 1/2 hrs. rig repair, 3 hrs. finish 
chaining out of hole & LD 5 jts. 5" liner, 3 1/2 hrs. TIH w/6 1/2" Nt, 1/2 hr. wash & ream 30' to top of 
5" liner, 2 1/2 hrs. circulate off gas bubble, ~ hrs. TOOH w/blt, I hr. PU OS & TIH. REMARKS: Ran 
free point and backed off 5" liner@ 13,181': TOOH & recovered 5 jts. PU 6 1/2" bit & TIH. Washed 
& reamed through tight spot@ 13,165'- 13,"179'. Tagged up on 5" liner@ 13,181 ' wlbit. Set down 
on liner w/3,000# wt. & liner moved downhole 32'. TOL now@ 13,211' by DP measurement. Had to 
circulate off large gas bubble after liner moved downhole. At report time, TIH w/OS to catch liner. 
Daily Cost: $15,200 Cum. Cost: $2,968,520 

11/20/97 Day 112: Depth 15,300 ; Ftg. past 24 hrs. O';Avg. ft/hr 0; Shale; Circulating up gas bubble;; MW 
14.6, Vis 43, pH 11, Cl160000, WL 8.4, Cake 1, PV 14, YP 7, Solids 7, Gels 4/9, SPM 70; Pressure 
2200; Past 24 hrs. 3 1/2 hrs. TIH w/OS, 2 hrs. circulate off gas bubble, 1 hr work over liner w/OS, 4 
1/2 hrs. jar on liner, 12 hrs. run free point & back off, 1 hr circulate up gas bubble. REMARKS: TIH 
w/OS circulate off gas bubble. Catch liner and jarred on liner 4 H2 hrs. w/no success. Ran free 
point, liner 90% stuck@ 13,350', 100% free@ 13,321'. Backed off@ 13,306'. While making back 
off, well started flowing. At report time, circulating up bubble. 
Daily Cost: $32,650 Cum. Cost: $3,001 ,170 

11/21/97 Day 113: Depth 15,300; Ftg. past 24 hrs. O';Avg. ft/hr 0; Shale; Circulating;; MW 14.6, Vis 43, pH 
11 , Cl 160000, WL 8.4, Cake 1, PV 14, YP 7, Solids 7, Gels 4/9, 6 3/8 WO Shoe #7WOB 6K; RPM 
65; Cum. Hrs. 5 3/4; Cum. Ftg. 14; SPM 65; Pressure 1900; Past 24 hrs. 1 hr. free point & back off, 
2 hrs. eire. off gas bubble, 1 1/2 hrs. repair flowline sensor, 4 1/2 hrs. chain out of hole, 1/2 hr. LD 1 
jt. 5" liner, 2 hrs. PU WP. 1 3/4 hrs. cut drilling line, 4 1/2 hrs. TIH, 5 3/4 hrs. wash over 5" liner, 1/2 
hr. circulate. REMARKS: Washed over liner from 13,306'- 13,320'. Shoe quit making hole. At 
report time, circulating waiting for drilling contractor to find replacement hands for daylight crew. The 
only crow members that showed up for wol1. were the driller & derrickman. 
Daily Cost: $18,500 Cum. Cost: $3,019,670 

11122/97 Day 114: Depth 15,300 ; Ftg. past 24 hrs. O';Avg. ft/hr 0; Shale; Washing over 5" liner;; MW 14.3, 
Vis 45, pH 10, Cl165000, WL 7.5, Cake 1, PV 16, YP 19, SolkJs 7, Gels 5/10, RPM 65; Cum. Hrs. 3 
1/2; Cum. Ftg. 3; SPM 65; Pressure 1900; Past 24 hrs. 9 hrs. ·o:;irculating waiting on replacement 
hands, 6 1/4 hrs. TOOH & charge WO, 5 1/4 hrs. TIH w/new WO Shoe, 3 1/2 hrs. washing over 
liner. ~~EMARKS: Waited 9 hrs. for replacement hands. WhilE: circulating, hole began losing fluid. 
Lost 130 bbls. In 2 hrs. Added mica to mud & loss stopped. At report time, washing over 5" liner w/ 
full returns. 
Daily Cost: $33,306 Cum. Cost: $3,052,976 

11/23/97 Day 115: Depth 15,300 ; Ftg. past 24 hrs. O';Avg. ft/hr 0; Shale; TOOH for new WO shoe;; MW 
14.3, Vls 49, pH 9.0, Cl165000, WL 6.0, C~ke 1, PV 26, YP 18, Solids 7.5, Gels 4/10, 6 3/8 WO 
Shoe #9WOB 8-10K; RPM 65; Cum. Hrs. 5 1/4; Cum. Ftg. 3; SPM 60; Pressure 1500; Past 24 hrs. 
7 hrs. WO 5" liner, 5 hrs. TOOH, 1/2 hr. change shoe, 4 3/4 hrs. TIH 5 1/4 hrs., WO 5 " liner, 1 1/2 
hr. TOOH w/shoe. REMARKS: Washed OV'Jr liner 20' from 13,320 - 340'. Ran new WO shoe, WO 
liner 3' from 13,340 -343'. TOOH for new WO shoe@ report time: 
Daily Cost: $16,095 Cum. Co5t $3,069,071 

11/24/97 Day 116: Depth 15,300 ; Ftg. past 24 hrs. O';Avg. ft/hr 0; Shale; Laying down wash pipe; ; MW 14.3, 
Vis 45, pH 9.0, Cl152000, WL 9.0, Cake 1, PV 22, YP 14, Solids 7, Gels 4/10, 6 3/8 WO shoe 
#10WOB 8-10K; RPM 65; Cum. Hrs. 4 1/2; Cum. Ftg. 5; SPM 60; Pressure 1500; Past 24 hrs. 3 1/2 
hrs. flntsh TOOH, 1/2 hr. change shoe, 5 1/2 hrs. TIH, 3 hrs. wash over 5" liner, 6 hrs. TOOH, 1 hr. 
LD WP. REMARKS: Washed over 5 " liner from 13,343' - 13,348'. TOOH & had 6' piece of what 
appears to be a portion of the liner hanger. Also left 3' piece of wash over shoe In hole. 
Daily Cost: $26,050 

1 
Cum. Cost: $3,095,121 

Dally Dn1Hng Wei History for: OATMAN From 111/1920 through 4.t'3itJO 
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11/11/97 Day 0: Depth 15,300 ; Ftg. past 24 hrs. O';Avg. ftlhr 0; Shale; TIH w/Shoe #6;; MW 14.6, Vis 45, pH 

9.5, Cl180000, WL 7.4, Cake 1, PV 16, YP 19, Solids 7, Gels 4n, 6 1/2 WO Shoe #6SPM 70; 
Pressul'e 2200; Past 24 hrs. 1/4 hr. circulate bottoms up, 3 hrs. TOOH, 1 3/4 hrs. LD shoe & PU 
jars, 3 hrs. TIH w/spear, 4 hrs. jar on liner, 2 hrs. release spear & circulate bottoms up, 4 hrs. TOOH, 
2 hrs. LD jars & PU WO pipe, 4 hrs. TIH wf\NO Shoe #6. REMARKS: TIH w/spear & jars. Jarred 
and bumped down on liner for 4 hrs. w/no movement up or down. Released spear & TOOH. Cannot 
run fre~ point through spear because ID is too small. Will wash over last 3' of liner hanger w/5" ID 
shoe In order to run a 5 7/8" x 5" overshot to be able to free point liner. 
Dally Cost: $22,«5 I Cum. Cost: $2,844,735 

1 1/12/97 Day 104: Depth 15,300; Ftg. past 24 hrs. O';Avg. ftlhr 0; Shale; TIH w/3 7/8" mill ;; MW 14.6, Vis 45, 
pH 9.0, Cl180000, WL 6.4, Cake 1, PV 20,,,YP 16, Solids 7, Gels 4/9, 3 7/8" Conical miii,SPM 70; 
Pressure 2200; Past 24 hrs. 1 hr. finish TIH, 4 3/4 hrs. wash over remaining liner hanger, 1 1/2 
circulate bottoms up, 3 hrs. TOOH, 3/4 LD uhoe, 3 hrs. TIH w/collars & 2 3/8" DP, 1 1/2 hr. cut 
drilling line, 2 hrs. wait on replacement tongs, 6 112 hrs. TIH w/3 1/2" DP. REMARKS: Washed 
over romanlng 3' piece of liner hanger & cut DO down to 5". At report time, TIH w/ 3 7/8" conical mill 
Inside 5" liner. Will TIH as far as possible & circulate bottoms up. 
Daily Cost: $16,760 Cum. Cost: $2,861 ,495 

11/13/97 Day 105: Depth 15,300 ; Ftg. past 24 hrs. O';Avg. ftlhr 0; Shale; Running Free Point;; MW 14.6, Vis 
45, pH 9.5, Cl180000, WL 6.4, Cake 1, PV.20, YP 16, Solids 7, Gels 4/9, SPM 70; Pressure 2200; 
Past 24 hrs. 2 hrs. finish TIH w/3 7/8" mill , 1 hr. wash from 14,950'-955', 3 hrs. circulate off gas 
bubble, 7 1/4 hrs. TOOH, 1 hr. PU overshot, 4 hrs. TIH w/overshut, 2 hrs. circulate off gas bubble, 4 

I 
hrs. RU & run free point. REMARKS: Washed fill from 14,950-955', mostly shale coming over 
shaker. Had to circulate off large gas bubblll. TOOH & TIH w/OS. Had to circulate off gas bubble @ 
liner top. RU and running free point ~ report time. 
Daily Cost: $17,674 Cum. Cost: $2,879,169 

11/14/97 Day 106: Depth 15,300; Ftg. past 24 hrs. O';Avg. ftlhr 0; Shale; TOOH w/ overshot;; MW 14.6, Vis 
45, pH 9.0, Cl180000, WL 6.4, Cake 1, PV 20', YP 16, Solids 7, Gels 4/9, SPM 70; Pressure 2.200; 
Past 24 hrs. 3 1/2 hrs. back off, 4 1/2 hrs. TOOH, 2 1/2 hrs. LD 14 jts. 5" liner, 1 1/2 hr. PU OS, 4 
1/2 hrs. TIH, 3 hrs. circulate off gas bubble, 1 1/2 hr. attempt to catch liner w/OS, 4 1/2 hrs. TOOH. 
REMARKS: Ran free point on 5" liner, free~ 13,.222 & 80% stuck~ 13,252'. Shot back off shot@ 
13,222' & liner unscrewed@ 13,009'. TOOI-I wlliner hanger & 14 jts. o(5" liner. TIH w/OS & could 
not wo1k overliner~ TOOH@ report time. VVill PU washover pipe w/shoe & washover liner. 

I o 

Daily Cost: $17,881 ·, Cum. Cost: $2,897,050 
., 

11/15/97 Day 0: Depth 15,300; Ftg. past 24 hrs. O';Avg. ftlhr 0; Shale; Cl1culatlng bottoms up;; MW 14.6, Vis 
46, pH 9.0, Cl180000, WL 6.4, Cake 1, PV 20, YP 16, Solids J, Gels 4/9, 6 3/8" WO Shoe #6WOB 
6-8K; HPM 45; Cum. Hrs. 2; Cum. Ftg. 1; SPM 70; Pressure 2200; Past 24 hrs. 1 hr. PU shoe, 5 
hrs. TIH, 2 hrs. WO liner, 4 hrs. circulate, 2 '1/2 hrs. WL, 4 hrs. TOOH, 1 hr. LD WP & PU OS, 4 hrs. 
TIH, 1/2 hr. circulate bottoms up. REMARKS: Washed over liner w/ WO shoe and 1 jt. WO pipe. 
TOOH & PU OS. TIH w/OS, circulating bottoms up at report time before engaging liner w/OS. 
Daily Cost: $21,150 Cum. Cost: $2,918,200 

11/16/97 Day 108: Depth 15,300 ; Ftg. past 24 hrs. O';Avg. ftlhr 0; Shale; TIH w/ Spear;; MW 14.6, Vis 45, pH 
9.0, Cl180000, WL 6.4, Cake 1, PV 20, YP 16, Solids 7, Gels 4/9, SPM 70; Pressure 2200; Past 24 
hrs. 2 ltrs. circulate bottoms up, 1/.2 hr. worl~ OS over liner, 2 3/4 hrs. attempt to run free point, 4 
1/4 hrs. TOOH, 1 hr. install new grapple, 3 hrs. TIH, 2 hrs. circulate bottoms up, 1/2 hr. work over 
liner, 4 1/2 hrs. TOOH, 3/4 hr. LD OS, 1 1/2 hrs. cut drilling line, 1 1/4 hrs. TIH w/ spear. 
REMA~~KS: Caught liner w/ OS, attempt to run free point, could :-;ut get past OS. TOOH w/ OS & 
found grapple had broke in half. TIH w/ new grapple and catch liner. Pulled 30,000# and pulled free. 
TOOH and found new grapple had broken In OS. Will TIH w/ Inside spear & catch liner. 
Dally Cost: $ Cum. Cost: $2,918,200 

11/17/97 Day 109: Depth 15,300 ; Ftg. past 24 hrs. O';Avg. ftlhr 0; Shale; TOOH w /WO shoe & mill;; MW 
14.6, Vis 45, pH 9.0, Cl 180000, WL 6.4, C~1ke 1, PV 20, YP 16, Solids 7, Gels 4/9, SPM 70; 
Pressure 2200; Past 24 hrs. 3 1/4 TIH w/spcar, 2 hrs. circulate bottoms up, 1 hr. spear Into liner, 4 
3/4 hrs. TOOH w/ spear, 3/4 hr. LD spear & PU WO shoe & dress off mill, 3 1/2 hrs. TIH, 1 1/4 hrs. 
ream from 12,940'- 12,962', 4 hrs. dress off liner, 3 112 hrs. TOOH. REMARKS: TIH w/ spear 
Engagt3d liner & pulled 40,000#, pulled free. TOOH w/ spear and found grapple had broken. TIH w/ 
WO sh•)e & dress out mill. Dressed off liner and at report time, TOOH w/ shoe & mill. 
Daily C,ost: $15,900 Cum. Cost: $2,934,100 

Daly Drllfng Wei History for: OATMAN From 111/1920 through .(IJ,OO 
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11/3/97 Day 95: Depth 15,300 ; Ftg. past 24 hrs. O';Avg. ftlhr 0; Shale; PU 3 1/8" DC's & Mill;; MW 14.5, Vis 
48, pH 9.0, Cl190000, WL 9.6, Cake 2, PV 18, YP 24, Solids~ .!> , Gels 6/10, B it # 19: WOB 3K; 
RPM 30; Cum. Hrs. 8; Cum. Ftg. 85'; SPM eo; Pressure 3000; Past 24 hrs. 11 1/2 hrs. tripping, 8 
hrs. washing & cleaning out liner, 1 1/2 hrs. 'work on power tongs 2 1/2 hrs. TOOH w/2 3/8" DP, 1/2 
hr. PU 3 1/8" DC's. REMARKS: TIH w/3 7/0" bit. Tagged@ 14,085. Washed down to 14,970'. 
Picked up to make connection. Tagged fill@ 14,955', washed back down to 14,970'. Circulated and 
pulled back up to 14,930'. Waited 1 hr. and washed back down, tagged fill@ 14,955'. Washed back 
to 14,970'. Were unable to wash below 14,970' due to fill TOOH w/DP & bit. Bit had one cone off. 
Daily Cost: $14,705 Cum. Cost: $2,696,554 

11/4/97 Day 97: Depth 15,300; Ftg. past 24 hrs. O';Avg. ftlhr 0; Shale; Cutting over liner hanger packer;; 
MW 14.5, Vis 48, pH 9.0, Cl 190000, WL 9.6, Cake 2, PV 18, 'fP 24, Solids 5.5, Gels 6/10, 6 3/8" 
WO ShoeSPM 60; Pressure 1700; BHA 6 3/8" WO Shoe, 1 jt. wash pipe, x-over, disc sub, jars, 6-4 
3/4" DC's. Past 24 hrs. 3 hrs. wait on wfrellhe truck, 6 hrs. run m'!gnet & csg. caliper, 4 hrs. TIH, 5 
hrs. circulate off gas bubble & conditioned mud, 3/4 hr. REMARKS: RU wire line truck and 
attempted to fish cone w/magnet. AH attempts unsuccessful. RIH w/caslng caliper tool and collar 
locator. At 14,886, casing ID Is 4,211 ; @ 14.984', caliper tool reads 2.5". Bottom was mushy and not 
solid. Appears from caliper log that casing has parted In casing connection@ 14,957'. 
Daily Cost: $34,130 Cum. Cost: $2,730,684 

11/5/97 Day 97: Depth 15,300 ; Ftg. past 24 hrs. O';Avg. ftlhr 0; Shale; TOOH w/WO shoe #2;; MW 14.5, 
Vis 45, pH 9.0, Cl190000, WL 8.4, Cake 2, PV 12, YP 16, Solids 6.5, Gels 5/9, Bit# 2: (Shoe #2) 
6 3/8" STARCum. Hrs. 4; Cum. Ftg . . 5; SPM 60; Pressure 1700; Past 24 hrs. 7 hrs. cutting over 
liner hanger, 11 1/2 hrs. tripping, 1 1/2 hr. cu1 drilling line, 4 hrs. cutting over liner hanger w/shoe 
#2. REMARKS: Cut over liner hanger 6 1/2' w/shoe #1 . TOOH & had half of PBR assembly In 
washpire. TIH w/shoe #2 and made 6". Pump pressure Increased from 1700# to 2700#. Appear to 
have so.mething jammed in washpipe. At report time, TOOH w/shoe #2. 
Dally Cost: $15,410 Cum. Cost: $2,746,094 

11/6/97 Day 98: Depth 15,300; Ftg. past 24 hrs. O';Avg. ftlhr 0; Shale; Cutting over liner hanger slips;; MW 
14.6, Vis 45, pH 9.0, Cl 185000, WL 8.2, Cak-e 1, PV 16, YP 20, Solids 7, Gels 5/12, 6 3/8" Shoe 
#3WOB 3-6K; RPM 65; Cum. Hrs. 1 1/4; SPM 60; Pressure 1700; Past 24 hrs. 5 hrs. tripping w/flat 
bottom mill, 7 1/4 hrs. milling w/flat bottom mill, 10 1/2 hrs. trip ou1 w/ mill & TIH w/shoe #3, 1 1/4 
hrs. milling over w/shoe #3. REMARKS: Finish TOOH w/WO shoe #2. Found nothing in WO pipe. 
PU 6 3/B" flat bottom mill & TIH. Milled up PBR sleeve. TOOH w/mill. PU WO shoe #3 and TIH. At 
report time, milling over top slips on liner hanger. 
DailyCost: $15,315 Cum.Cost: $2,761,409 

11n/97 Day 99: Depth 15,300; Ftg. past 24 hrs. O';Avg. ftlhr 0; Shale; Milling over liner hanger slips; ; MW 
14.6, Vis 45, pH 9.0, Cl 185000, WL 8.2, Calle 1, PV 16, YP 21, Solids 7 .0, Gels 5/12, 6 3/8" WO 
Shoe #4WOB 3-6K; RPM 65; Cum. Hrs. 4; Cum. Ftg. 1; DC length 60, SPM 60, Pressure 1700# 
Past 24 hrs. 7 3/4 hrs. milling w/shoe #3, 12 1/4 hrs. tripping, 4 hrs. milling w/shoe #4 
Daily Cost: $15,022 Cum. Cost: $2,776,431 

11/8/97 Day 100: Depth 15,300 ; Ftg. past 24 hrs. O';Avg. ftlhr 0; Shale; TIH w/FB Mill #2;; MW 14.6, Vis 45, 
pH 9.0, Cl180000, WL 8.2, Cake 1, PV 16, YP 21, Solids 7, Gels 5/12, 61 /2 FB Mill #2WOB 10-
12K; RPM 65; SPM 70; Pressure 2200; Past 24 hrs. 21/2 hrs. washing overw/WO Shoe #4, 6 hrs. 
TOOH w/shoe & TIH w/spear, 1/2 hr. jar on liner, 2 1/2 hrs. circulate, 10 hrs. TOOH w/spear & TIH 
w/FB mill #2. REMARKS: TIH w/spear and jarred 5 times and brand new Anadrill jars quit working. 
TOOH, LD spear & jars. TIH w!Fiat bottom m!ll #2@ report time. 
Daily Cost: $14,295 Cum. Cost: $2,790,726 

11/9/97 Day 101 : Depth 15,300 ; Ftg. past 24 hrs. O';Avg. ftlhr 0; Shale; Milling w/FB mill #3;; MW 14.6, Vis 
45, pH 9 0, Cl180000, WL 8.2, Cake 1, PV 16, YP 21, Solids 7, Gels 5/12, 6 1/2 FB mill #3WOB 
1 0-12K; RPM 65; Cum. Hrs. 1/2; Cum. Ftg. 1; SPM 70; Pressure 2200; Past 24 hrs. 13 hrs. milling 
w/FB mill #2, 4 hrs. TOOH, 1 1/2 hr. cut drillirig line, 1 hr. PU miil. 5 hrs. TIH w/FB mill #3 , 1/2 hr. 
milling w/FB mill #3. REMARKS: Milling on last set of liner hangt.r slips. Will mill up liner hanger 
slips & then wash over remainder of liner hanuer. 
Daily Cost: $15,150 Cum. Cost: $2,805,876 

11/10/97 Day 102: Depth 15,300 ; Ftg. past 24 hrs. O';Avg. ftlhr 0; Shale; Circulating bottoms up;; MW 14.6, 
Vis 45, pH 9.5, Cl180000, WL 7.4, Cake 1, PV 16, YP 19, Solids 7, Gels 4n, 6 1/2 WO Shoe 
#5WOB 3-5K; RPM 65; Cum. Hrs. 3 3/4; Cum. Ftg. 2 1/2; Past 24 hrs. 10 hrs. milling w/FBM #3, 4 
hrs. TOOH, 1 hr. PU shoe & WP, 4 hrs. TIH V!/WO shoe #5, 3 3/4 hrs. washing over, 1 1/4 hrs. 
circulate bottoms up. REMARKS: Milled w/FB mill to 12,321. TOOH & PU WO shoe. TIH & 
washed over remainder of liner hanger to 12,324. Fell through@ 12,324' & washed down to 12,345'. 
Did not touch anything after cutting over remflinder of liner hanger. At report time, circulating 
bottoms up & prep to TOOH to PU spear & jar~. 
Daily Cost: $16,414 Cum. Cost:· $2,822,290 

Dalfy Drilfng Wei History for: OATMAN From 111/1920 through 4/3100 
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10/27/97 Day 88: Depth 15,300 ; Ftg. past 24 hrs. O';Avg. ftlhr 0; Shale; TIH;; MW 14.4, Vis 54, pH 9, CJ 
190,000, WL 5, Cake 2, PV 18, YP 24, Solids 6.5, Gels 6/10, Past 24 hrs. 7 hrs. circulating waiting 
on Schlumberger, 1 hr. short trip, 7 1/2 hrs. TOOH for logs, 8 hrs. RU loggers & Jog, 1/2 hr. TIH. 
REMARKS: Ran neutron- density Jog. Well began flowing w/1 " stream. RD loggers and start In 
hole w/ drill string. At report time, continue TIH, well flowing 1" stream of mud, no show of gas @ 
surface. 
Daily Cost: $31 ,285 Cum. Cost: $2,444,429 

10/28/97 Day 89: Depth 15,300 ; Ftg. past 24 hrs. O';Avg. ftlhr 0; Shale; PlJ 5" Liner; ; MW 14.5, Vis 54, pH 
9.0, CI196,000, WL 7.2, Cake 2, PV 20, YP 26, Solids 6, Gels 10/14, SPM 80; Pressure 2700; Past 
24 hrs. 8 hrs. tripping, 1 1/4 hrs. circulate off gas through chokes, 9 1/2 hrs. circulating and 
conditioning hole, 2 hrs. RU casing crew & PULD machine, 3 1/4 hrs. PU 5" production liner. 
REMARKS: Tripped In hole w DP. Circulated off large gas bubble through chokes. After circulating 
off gas, began losing 20-25 bbls. per hour mud. Continued circulating and after 6 hours, mud Joss 
stoppen. Circulated 3 hours more and droppad rabbit. TOOH to PU 5" production liner. At report 
time, PU liner, like 10 jts. having liner picked up. 
Daily Cost: $64,060 Cum. Cost: $2,508,489 

10/29/97 Day go· Depth 15,300 ; Ftg. past 24 hrs. O';Avg. ftlhr 0; Shale; Running free point;; MW 14.4, Vis 
54, pH 9.0, Cl196,000, WL 7.2, Cake 2, PV 20, YP 26, Solids 6, Gels 10/14, Past 24 hrs. 1 hr. 
finish PU liner, 1 hr. PU liner hanger, 8 hrs. TIH w/llner and hanger, 1 hr. circulate off gas through 
chokes,: 1 hr. rig up cementing manifold, 1 hr. washing to bottom, 1/2 hr. attempting to regain 
returns: 1 1/2 hr. shut well in for gas, 1 hr. re-establish circulation, 1 hr. circulate off gas, 1 hr. 
attemprto set liner, 4 hrs. wait on wirellne t.11ck, 2 hrs. RU & run free point. REMARKS: RIH 
wlliner. Tagged up on fill, had 25' of fill. Started washing liner to bottom. Washed 5' of fill and liner 
bridged off & could not circulate. Had gas bubble coming up bac:ks!de when liner bridged off. Shut 
well in. After 1 1/2 hrs., SICP 2500#. Left 50J# on D.P. & liner and after 1 1/2 hrs., DP pressure 
dropped to 0#. Put pump on line and resumed circulating & circulated off gas bubble. While 
circulating and conditioning hole, bridged off again. Have been unable to re-establish circulation 
through DP & liner. Annulus Is static. Attempted to hang liner 20' off bottom. Cannot rotate DP to set 
& relea5e liner hanger. At report time, RIH to free point stuck pipe. 
Daily Cqst: $16,561 Cum. Cost: $2,525,050 

10/30/97 Day 91 : Depth 15,300 ; Ftg. past 24 hrs. O';Avg. ftlhr 0; Shale; TIH wlinside spear;; MW 14.4, Vis 
54, pH 9.0, Cl190000, WL 7, Cake 2, PV 20, YP 26, Solids 6, Gels 10/14, Past 24 hrs. 2 1/2 hrs. 
attempting to run free point, 1 1/2 hr. work liner, 6 hrs. circulating at TOL, 6 1/2 hrs. tripping, 1 1/2 
hr. cut drilling line, 1 1/4 hrs. PU fishing tools, 3 1/4 hrs. wait on fishing tools. REMARKS: Could 
not get free point tools below 1570' Inside DP. RD wlrellne truck. S,tarted working liner, worked 1 1/2 
hr. & had movement and could circulate. Pumped marker around and determined that circulation 
was from the top of liner. TOOH and found liner setting tool threads had sheared. PU inside spear 
w/pack-off & TIH. At report time, TIH to engage liner w/spear & jars. 
Daily Cost: $71,545 Cum. Cost: $2,596,595 

10/31/97 Day 92: Depth 15,300 ; Ftg. past 24 hrs. O';Avg. ftlhr 0; Shale; Running CBL;; MW 14.4, Vis 54, pH 
9.0, Cl196000, WL 7.2, Cake 2, PV 20, YP 26, Solids 6, Gels 10/14, Past 24 hrs. 6 1/2 hrs. 
tripping. 4 hrs. spear Into liner & work liner, 1/2 hr. release spear, 8 hrs. circulate off gas bubble and 
circulate, 5 hrs. RU & run CBL REMARKS: TIH w/lnslde spear and pack-off. Engaged liner and 
started working liner. Could move liner up and down 2'. Had indications of gas movement. Continue 
working liner. While working liner, all movement stopped. Liner hanger personnel believe that liner 
packer ulips have become engaged and stopped liner movement. Unable to pump through liner. 
Release,d spear & pack-off and circulated oft gas bubble. At report time, RIH w/CBL tool to Jog liner. 
Dally Cdst: $18,960 Cum. Cost: $2,615,555 

11/1/97 Day 93: Depth 15,300; Ftg. past 24 hrs. O';Avg. ftlhr 0; Shale; Citculating on TOL;; MW 14.4, Vis 
54, pH ~) .0 , Cl 196000, Wl 7.2, Cake 2, PV :!0, YP 26, Solids 6, Gels 10/14, SPM 80; Pressure 
1800; Past 24 hrs. 4 1/2 hrs. finish running CBL, 3 1/2 hrs. evaluate CBL, 5 hrs. trfp In hole, 11 hrs. 
circulato on TOL. REMARKS: Ran CBL. Tool set down@ 15,009'. Spudded tool but could not get 
any deeper. Logged from 15,009' to TOL@ 12,350'. Will clean out liner to FC@ 15,231 and log 
remaining interval. 
Daily Cr.st: $17,476 Cum. Cost: $2,633,031 

11/2197 Day 94: Depth 15,300 ; Ftg. past 24 hrs. O';A•1g. ftlhr 0; Lime; RIH 2 3/8" D.P.;; MW 14.5, Vis 48, 
pH 9.0, Cl 190000, WL 9.6, Cake 2, PV 18, YP 24, Solids 5.5, Gels 6/10, Bit# 19: 3 7/8" HTC 
OHR ; open ;SPM 80; Pressure 2200; BHA; bit, bit sub, 3003' of 2 3/8" D.P., x-over. Past 24 hrs. 
11 hrs. circulating and circulate off gas bubble, 8 hrs. tripping, 4 hrs: PU 2 3/8" DP, 1 hr. rig up tongs 
& change bales. REMARKS: While circulating waiting on 2 3/8" CP , started gaining fluid while 
circulating. Shut well in, had 500# on csg. Brought weight back up to 14.5 ppg & circulated off gas 
bubble. TOOH. PU 96 jts. of 2 3/8' DP & 3 71'8" bit. At report time TIH w/DP@ 12,000'. 
Daily Cost: $46,818 Cum. Cost: $2,681,849 

Daly Offing Wei History for: OATMAN From 11111920 through .(.13..00 
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10/19/97 Day 80: Depth 15,159; Ftg. past 24 hrs. 12'/';Avg. ftlhr 5.3; Sha1l' ; DRLG;; MW 11 .7, Vis 45, pH 10, 
Cl185,000, WL 8.4, Cake 2, PV 14, YP 20, Solids 3.0, Gels 8/12, Bit# 18: WOB 25K; RPM 50; 
Cum. Hrs. 35 3/4; Cum. Ftg. 189; SPM 90; Pressure 2600; Past 24 hrs. dr1g w/30'- 40' flare, MW 
being cut back to 10.8 ppg. Will raise MW while dr1g. 
Daily Cost: $22,310 Cum. Cost: $2,257,386 

10/20/97 Day 81 : Depth 15,227 ; Ftg. past 24 hrs. 68';Avg. ftlhr 2.8; Shale; DRLG;; MW 12.5, Vis 39, pH 9.0, 
Cl190,000, WL 10.4, Cake 1, PV 15, YP 75, Solids 3.5, Gels 4/6, Bit# 18: WOB 25K; RPM 50; 
Cum. Hrs. 59 1/2; Cum. Ftg. 257; SPM 90; Pressure 2700; Past 24 hrs. 23 3/4 hrs. dr1g, 1/4 hr. 
service rig. 
REMAF~KS: Dr1g w/15'- 20' flare. Had to raise MW due to gas Influx cutting MW back. 
Dally Cost: $18,180 Cum. Cost: $2,275,566 

10/21/97 Day 82~ Depth 15,279 ; Ftg. past 24 hrs. 52';Avg. flfhr 2.58; Shale; DRLG;; MW 12.6, Vis 41 , pH 
9.0, Cl190,000, WL 10.0, Cake 2, PV 16, YP 20, Solids 4, Gel..; 6/10, Bit# 18: WOB 25K; RPM 50; 
Cum. Hrs. 83 1/4; Cum. Ftg .. 44; SPM 90; Pressure 2700; Past 24 Hrs. 23 3/4 hrs. dr1g, 1/4 rig 
service. 
Daily Cost: $21,813 Cum. Cost: $2,297,379 

10/22197 Day 83: Depth 15,300 ; Ftg. past 24 hrs. 21 ';Avg. flfhr 2.2; Shale; LOGGING;; MW 12.7, Vis 41 , pH 
9.5, Cl190000, WL 4.2, Cake 1, PV 16, YP 20, Solids 5, Gels 4/8, Bit# 18: WOB 25K; RPM 50; 
Cum. H-s. 92 3/4; Cum. Ftg. 330; SPM 90; Pressure 2700; Dev. 3 deg. @ 15,293' . Past 24 hrs. 9 
1/2 hrs. drilling, 1/4 hr. rig service, 3 1/2 hrs. circulate for logs, 6 1/4 hrs. SLM out for logs, 4 1/2 hrs. 
logging. 
Dally Cost: $24,356 Cum. Cost: $2,321,735 

10/23/97 Day 84: Depth 15,300; Ftg. past 24 hrs. O';Avg. flfhr 0; Shale; Washing to bottom;; MW 12.8, Vis 
42, pH 5.5, Cl 190,000, WL 4, Cake 1, PV 1<3, YP 20, Solids 5, Gels 4/8, SPM 90; Pressure 2700; 
Past 24 hours 6 1/2 hrs. attempting to log,~ 1/4 hrs. TIH, 10 hrs. washing & reaming, 1 1/4 hr. cut 
drilling line, 1 hr. circulate off gas. REMAR~<S loggers hit bridge@ 14,970', unable to work through 
bridge. TOOH wlblt. Hit bridge <m 14,935', washed to 14,970' & hit second bridge. At report time, 
washing & reaming <m 15,030', had to circuinte off gas@ 14,935 before washing & reaming could 
begin. 
Dally Cost: $24,336 Cum. Cost: $2,346,071 

10/24/97 Day 85: Depth 15,300 ; Ftg. past 24 hrs. O';Avg. flfhr 0; Shale; Circulating & conditioning hole for 
logs;;; MW 13.8, Vis 43, pH 9.5, Cl190,000, WL 6, Cake 2, PV 18, YP 24, Solids 6.5, Gels 6/10, 
SPM 93; Pressure 2700; Past 24 hrs. 11 1/2 hrs. washing & reaming to bottom, 6 hrs. circulating, 6 
1/2 hrs. 25 STD. short trip. REMARKS: wasl1ed to bottom. Made 25 STD. short, trip and waited 1 
hour, hr;d bridges~ 14,928', 14,984', 15,120 which took25,000#wt. To push through & 40' of fill. 
Raised :11.w to 13.3#. Made short trip and had bridges@ 14,984' & 15,120 w/10' of fill . Raised MW 
to 13.8# & made short trip. Had bridges@ 14,984' & 15,120' w/no fill on bottom. Continue raising 
MW & making short trips untill bridges are gone. 
Daily Cost: $28,483 Cum. Cost: ' $2,374,554 

10/25/97 Day 86: Depth 15,300; Ftg. past 24 hrs. O';Avg. ftlhr 0; Shale; Rigging up Loggers;; MW 14.5, Vis 
54, pH 9.0, Cl190,000, WL 5.0, Cake 2, PV ·J8, YP 24, Solids 6.5, Gels 6/10, SPM 80; Pressure 
2800; Past 24 hrs. 7 hrs. circulating & conditioning mud, 8 1/2 hrs. making 2 short trips, 4 3/4 hrs. 
TOOH, 3 3/4 hrs. RU loggers. REMARKS: f~alsed MW to 14.5#, Made 25 std. short trip. Hit bridge 
@ 14,9~ 1', took 10,000#wt. to punch through, no fill on bottom. Circulated & conditioned hole, 
made another short trip. Old not touch anyth ing. TOOH for logs. RU loggers. Started In hole 
w/logging tool & bridle line on bottom sheave broke. At report time, rigging up new bridle line on 
sheave. 
Daily Cost: $13,095 Cum. Cost: $2,387,649 

10/26/97 Day 87: ; MW 14.5, Vis 54, pH 9.0, CI190,0UO, WL 5, Cake 2, P\1 ·18, YP 24, Solids 6.5, Gels 6/10, 
SPM 80; Pressure 2700; Past 24 hrs. 15 1/4 hrs. logging, 41/2 hrs . .TIH, 4 1/4 hrs. circulating & 
conditioning hole, 1 hr. drculate off gas thru chokes. REMARKS: Waited 6 hrs. for Schlumberger 
to get on location. Loggers TO was 15,300'. I ~an duallaterolog & micro-SFL log o.k. RIH w/sonic & 
hit bridge@ 15,010', could not work through bridge. TIH w/bit and did not touch anything@ 15,010' 
& ran to bottom w/no fill . At report time, clrcu!ating on bottom and waiting on Schlumberger to arrive 
on location before TOOH. · 
Daily Cost: $25,495 Cum. Cost: $2,41 3,144 

DsHy Drlflng Wei History for. OATMAN From 11111920 through 413100 
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10/11/97 Day n : Depth 14,731; Ftg. past 24 hrs. 25';Avg. ftlhr 3.4; Sand & Shale; DRLG;; MW 11 .6, Vis 42, 
pH 9.0, Cl 190000, WL 7.2, Cake 1, PV 15, YP 15, Solids 3, Gels 4/10, Bit# 17: 6 1/2"; Reed EHP 
53A; 18, 18, 18;WOB 25K; RPM 50; Cum. Hrs. 7 1/4; Cum. Ftg. 25; SPM 90; Pressure 2600; BHA: 
bit, bit sub, 2 DC's, IBS, 1 DC, IBS, 27 DC's. Past 24 hrs. 12 1/4 hrs. trips, 2 hrs. LD DST tools, 1/2 
hr. reverse out, 1/2 hr. eire. 1 1/2 cut drilling line, 7 1/4 hrs. drillllng. 
Daily Cost: $21 ,655 Cum. Cost: $2,070,885 

DST #5 Remarks: Ran DST #Sin the Atoka formation from 14610' - 14706' ( 96' ) 

Surface Action Initial Flow: Tool open w/weak blow of 1/2" In 5 gal. Bucket and decreased to 
almost no blow. Shut tool ln. 

Surface Action Final Flow: Opened w/no blpw and remained that way for entire final flow. 

IHYD 8964# 

I FLOW 1958 # - 1941 # 15 min. 

I SIP 1941 # - 2475 # 30 min. 

FFLOW 1930 # - 1941 # 60 rnin . 
FSIP 1941 # - 3140 # 180 min. 

FHYD 8954# 

Drill Pipe ReC<?verv: 3,391' of water blanket. 

Sample Chamber Recovery 2,000 cc's of drilling fluid, 1,200 psi, Rw .049@ 60 deg. F., 
chlorides 190,000 ppm. BHT 229 degrees F@ 14,592'. 

10/12/97 Day 73: Depth 14,803; Ftg. past 24 hrs. 72';Avg . ftlhr 3.5; Shal6; DRLG;; MW 11 .7, Vis 42, pH 9.5, 
Cl 190000, WL 9.0, Cake 1, PV 14, YP 11, Solids 3.5, Gels 4/6, Bit# 17: WOB 25K; RPM 50; Cum. 
Hrs. 27 3/4; Cum. Ftg. 95; SPM 90; Pressure 2600; Dev. 3 3/4 deg. @ 14714'. Past 24 hrs. 20 1/2 
hrs. drilling, 1/2 hr. rig service, 3 hrs. Totco. 
Daily Cost: $13,081 Cum. Cost: $2,083,966 

10/13/97 Day 73: Depth 14,885; Ftg. past 24 hrs. 82';Avg. ftlhr 3.4; Shale; DRLG;; MW 11.7, Vis 44, pH 9.5, 
Cl190000, WL 7.6, Cake 1, PV 13, YP 15, Solids 3, Gels 4/6, Bit# 17: WOB 25K; RPM 50; Cum. 
Hrs. 51 3/4; Cum. Ftg. 179; SPM 90; Press•tre 2600; Past 24 hrs.: 24 hrs. drilling. 
Daily Cost: $12,460 Cum. Cost: $2,096,426 

10114/97 Day 75: Depth 14,970 ; Ftg. past 24 hrs. 85:;Avg. ftlhr 4; Shale; CIRC. FOR LOGS;; MW 11 .7, Vis 
42, pH 9.5, Cl185000, WL 8.4, Cake 1, PV 12, YP 14, Solids 3, Gels 4/7, Bit# 17: WOB 25K; RPM 
50; Cum. Hrs. 72 1/2; Cum. Ftg. 264; SPM 90; Pressure 2600: Dev. 3 3/4 deg. @ 14,847'. Past 24 
hrs. 20 3/4 hrs. drilling, 2 hrs. drc., 1 112 hrs. WLS. 
Daily Cost: $12,730 Cum. Cn~1 : $2,109,156 

10/15/97 Day 76: Depth 14,970; Ftg. past 24 hrs. O';Avg . ftlhr 0; Shale; CIRC. FOR LOGS;; MW 11.7, Vis 
42, pH 9.5, Cl185000, WL 8.4, Cake 1, PV 12, YP 14, Solids 3, Gels 4/7, Dev. 3 3/4 deg. @ 
14970'. Past 24 hrs. 10 hrs. tripping, 1/2 hr. WLS, 8 1/2 hrs. attempting to log, 3 hrs. wait on 
Schlumberger, 2 hrs. drc. for logs. REMARKS: RU Schlumberger, RIH wllogglng tools, hit bridge 
@ 13,325'. POOH and LD combination logging tool. RIH w/slngle logging tool and tool stopped@ 
13,219'. POOH & RD Schlumberger. TIH & clr. Did not touch anything on trip In hole. Will eire. 
one more hr. & TOOH. 
Daily Cost: $12,355 Cum. Cost: $2,121 ,511 

10/16/97 Day 77: Depth 14,970 ; Ftg. past 24 hrs. O';.Avg. ftlhr 0; Shale; Logging; ; MW 11 . 7, Vis 42, pH 9.5, 
Cl 185,000, WL 8.4, Cake 1, PV 12, YP 14, Solids 3, Gels 4/7, F'~:>t 24 Hrs: 2 hrs. circulating and 
spot 100 bbl, pill, 4 hrs. chain 28 stds. out ~. TOOH, 18 hrs. logging. 
Remari<s: LoggerTD was 14,952, SLM wa3 14,963'. 
Daily Cost: $14,355 Cum. Cost: $2,135,866 

10/17/97 Day 78: Depth 14,970 ; Ftg. past 24 hrs. O';Avg . ftlhr 0; Shale; Logging;; MW 11 .7, Vis 42, pH 9.5, 
Cl185,000, WL 8.4, Cake 1, PV 12, YP 14, Solids 3, Gels 4/7, Past 24 hrs. logging. 
Daily Cost: $12,355 Cum. Cost: $2,148,221 

10/18/97 Day 7{): Depth 15,032 ; Ftg. past 24 hrs. 62,';Avg. ftlhr 5.1; Shale; DRLG;; MW 11 .7, Vis 42, pH 9.5, 
CI185,QOO, WL 8.4, Cake 1, PV 12, YP 14, Solids 3, Gels 4/7, Bit# 18: 6 1/2"; HTC ATJ 33C; Jet: 
18,18,·; 8.W OB 25K; RPM 50; Cum. Hrs. 1~!; Cum. Ftg. 62; SPM 90; Pressure 2600; BHA: bit, junk 
basket, 2 DC's. IBS, 1 DC. IBS, 27DC's. Past 24 hrs. 7 hrs. logging, 4 1/2 hrs. trip in hole, 1/2 hr. 
wash to bottom w/ 20' of fill , 12 hrs. dr1g. 
Daily Cost: $86,855 Cum. C:o~t: $2,235,076 

Daily Drlfng Wei History fur: OATMAN From 11111920 through~ 
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10/3/97 Day 64: Depth 14,328; Ftg. past 24 hrs. O';Avg. ftlhr 0; TIH W/MAGNET;; MW 11, Vis 39, pH 9.5, 
Cl190000, WL 6.2, Cake 1, PV 14, YP 18, Solids 2, Gels 4/10, SPM 90; Pressure 2300; Past 24 
hrs. 13 3/4 hrs. tripping , 4 1/2 hrs. trip check DC's, 3 hrs. cut 2' core w/globe basket, 1 1/4 hr. wash & 
ream 60' to bottom, 1 hr. rig repair, 1/2 hr. LD basket & PU magnet. REMARKS: TOOH for bit 
chango & had left shank & one cone In hole1 Trip checked all l•C'o OK. RIH w/globe basket & cut 2' 
core. TOOH w/globe basket & rec. shank. Markings on globe basket show cone was on outside of 
basket. At report time, TIH w/magnet to attempt cone recovery. 
Daily Cost: $15,455 Cum. Cost: $1 ,902,545 

10/4/97 Day 65: Depth 14,345 ; Ftg. past 24 hrs. 17';Avg. ftlhr 3; 70% Shale, 30% Sand; DRILLING;; MW 
11, Vis'39, pH 9.5, Cl190, WL 6.2, Cake Film, PV 14, YP 18, Solids 2, Gels 4/10, Bit# 15: 61/2, 
Reed EHP53A; 18,18,18;WOB 25K; RPM 50; Cum. Hrs. 5 1/2; Cum. Ftg. 17; GO PZ10, 10SPM 90; 
Pressure 2500; BHA; bit junk basket, BS, DC's, Stabilizer, DC, Stabilizer, DC's. Size DP: 3 1/2, No. 
DC: 30, OD: 4 5/8, DC Length: 933, DC wt. 32,000. Past 24 hrs.: 15 1/2 hrs. trip, 1/2 hr. fish cone, 
1 1/2 hr. eire., 1 hr. cut line, 5 1/2 hrs. dr1g. 
Dally Cost: $19,430 Cum. Cos~ : $1 ,921 ,975 

10/5/97 Day 66: Depth 14,409 ; Ftg. past 24 hrs. 64';Avg. ftlhr 3.7; 80% Shale, 20% Sand; DRILLING;; MW 
11.8, Vis 42, pH 9.5, Cl190, WL 11.4, Cake Film, PV 10, YP 20, Solids 3, Gels 5/1 0, Bit # 15: 6 1/2, 
Reed BHP 53A, 18, 18, 18;WOB 25K; RPM 50; Cum. Hrs. 22 1/2; Cum. Ftg. 81 ; GO DZ10, 10SPM 
90; Pressure 2600; Past 24 hrs.: 17 hrs. drig, 1 hr. survey, 4 1/2 hrs. trip, 1 hr. retrieve wireline, 1/2 
hr. smvlce rig , Test BOP. REMARKS: Wireline parted. Fished ok. 
Dally Cost: $25,102 Cum. Cost: $1,947,077 

10/6/97 Day 67: Depth 14,496 ; Ftg. past 24 hrs. 87';Avg. ft/hr 3.9; 60% Shale, 30% Sand; DRILLING;; MW 
11 .7, Vis 45, pH 9, Cl190, WL 8.2, Cake 1/32, PV 8, YP 12, Solids 3, Gels 4/6, Bit# 15: 6 1/2, Reed 
BHP 53A, 18, 18, 18;WOB 28K; RPM 50; Cum. Hrs. 44 1/2; Cum. Ftg. 158; GO PZ10, 10SPM 90; 
Pressum 2600; Past 24 hrs.: 1/2 hr. service rig , 1 1/2 hr. survey, 22 hrs. drig. 
Daily Cost: $17,110 Cum. Cost: $1 ,964,187 

10n/97 Day 68: Depth 14,581 ; Ftg. past 24 hrs. 85';Avg. ftlhr 3.7; 80% Sand, 10% Lime, 10% Shale; 
DRLG;; MW 11 .7, Vis 42, pH 9.5, Cl 195000, WL 8.4, Cake 1/32, 'RV 12, YP 13, Solids 3, Gels 4/9, 
Bit# 15: 6 1/2" Reed EHP 53C; 18, 18, 18;WOB 28K; RPM 50; Cum. Hrs. 67 1/2; Cum. Ftg. 253; 
GO PZ "10, 10SPM 90; Pressure 2600; Past 24 hrs. 23 hrs. drilliing, 1/2 hr. rig service, 1/2 hr. repack 
swivel. 
Daily Cost: $21,430 Cum. Cost: $1 ,985,617 

10/8/97 Day 69: Depth 14,614; Ftg. past 24 hrs. 33';Avg. ftlhr 3.3; Sand; TIH W/NEW BIT;; MW 11.7, Vis 
42, pH 9.5, Cl190000, WL 8.6, Cake 1, PV 12, YP 14, Solids 3, Gels 4/1 0, Bit# 16: 6 1/2; HTC 
AT J33; 16, 16, 16;SPM 90; Pressure 2600; 8HA: bit, bit sub, 2-DC's, IBS, 1-DC, IBS, 27-DC's. 
Dev. 2 3/4 deg. @ 14,595'. Past 24 hrs. 11 1/2 hrs. drilling, 1/2 hr. rig service, 10 1/2 hrs. bit trip, 1 
1/2 hrs. rig repair. 
Daily Cost: $17,425 Cum. Cost: $2,003,042 

10/9/97 Day 70: Depth 14,695 ; Ftg. past 24 hrs. 81';Avg. ft/hr 3.4; Sand; DRLG;; MW 11 .7, Vis 41, pH 9.5, 
Cl190000, WL 9.4, Cake 1, PV 12, YP 18, Solids 3.5, Gels 4/9, Bit# 16: WOB 25K; RPM 50; Cum. 
Hrs. 23 1/2; Cum. Ftg. 81 ; SPM 90; Pressure 2600; Past 24 hrs. 1/2 hr. wash 60' to bottom wino fill , 
23 1/2 tlrs. drilling. 
Daily Cost: $19,260 Cum. Cost: $2,022,302 

10/10/97 Day 71 : Depth 14,706 ; Ftg. past 24 hrs. 11';Avg. ftlhr 2.7; Sand; TOOH W/DST #5;; MW 11 .6, Vis 
42, pH 9, Cl190000, WL 7.2, Cake 1, PV 15, YP 15, Solids 3, Gels 4/ 10, Bit# 16: WOB 25K; RPM 
50; Cum. Hrs. 27 1/2; Cum. Ftg. 92; SPM 90; Pressure 2600; Past 24 hrs. 4 hrs. drill ing, 1/2 hr. 
service rig , 1 3/4 hr. eire. for DST #5, 11 1/4 hrs. triping, 1 1/2 PU DST toold, 4 3/4 DST #5, 1/4 hr. 
TOOH \i/DST #5. 

Dally Cost $26,928 Cum. Cost: $2,049,230 

Daily Orlfing Wei History for: OATMAN From 11111920 through .vJ..OO 
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9/26/97 Day 57: Depth 13,738; Ftg. past 24 hrs. 129';Avg. ftlhr 20; Sand; RUNNING TOTCO;; MW 10, VIs 
29, pH 9, Cl196000, Bit# 13: WOB 24K; RPM 50; Cum. Hrs. 37 1/2; Cum. Ftg. 664; SPM 90; 
Pressure 2300; BHA: bit, bit sub, 2 DC's, IBS, 1 DC, IBS, 27 DC's. Past 24 hrs. 2 1/2 hrs. finish 
DST #3, 11 1/2 hrs. tripping, 2 hrs. breakdown & load out DST tools, 1 hr. wash & ream 60' to 
bottom, 4 1/2 hrs. drilling, 2 hrs. cut drilling llne, 1/2 hr. Totco. 
Daily Cost: $16,285 Cum. Cost: $1 ,704,957 

DST #3 Remarks: Ran DST #3 In the Wolfcamp "C" formation from 13292'- 13609' ( 317') 

Surface Action Initial Flow: Tool open wlwet:Jk. blow, Increased to 10 ounces In 5 min., 
remained same ·for 15 min. Shut tool ln. 

Surfaco Action Final Flow: Opened w/weak blow, Increased to 8 '>~mces In 5 min., 43 ounces 
In 10 min., 98 oynces In 15 min., opened 1/2 choke, 30 ounces In 
20 min., 3 ounces In 40 min., 2 ounces In 50 min., 1 ounce In 60 
min. Shut toollrt. Had gas to surface In 27 min. on final flow@ 
rate TSTM. No fluid to surface. 

IHYD 6669# 

I FLOW 1180 # - 1139 # 15 min. 

I SIP 1139 # - 1139 # 30 min. 

FFLOW 1139 # - 1139 # 104 min. 

FSIP 1139 # - 4016 # 180 min. 

FHYD 6669# 

Drill Pipe Recovery: 373' of slightly gas cut drilling fluid and 2,000' of water blanket. Drilling 
fluid sample chlorides 181 ,000 Rw .049 @ 60 deg. F. Mud pit sample 
chlorides 181 ,000 PPM, Rw .049@ 60 d£Jg. F. 

Sample Chamber Recovery 400 cc's of drilling fluid, Rw .049 @ 60 deg. F., chlorides 
181 ,000 ppm., 1.110 cu. ft . gas. 6HT 21 4 deg. F @ 13,27 4'. 

9/27/97 Day 58: Depth 13,973 ; Ftg. past 24 hrs. 235';Avg. ftlhr 11 ; Shale & Sand; DRILLING;; MW 1 0.0, 
Vis 29, pH 9.5, Cl196,000, Bit# 13: WOB 20K; RPM 50; Cum. Hrs. 57 3/4; Cum. Ftg. 899; SPM 90; 
Pressure 2300; Time Distribution Past 24 Hm. 3 1/4 hrs. Totco, 20 1/4 hrs dr1g, 1/2 hr rig service. 
Dally Cost: $12,330 Cum. Cost: $1 ,717,287 

9f28/97 Day 59: Depth 14,068; Ftg. past 24 hrs. 95';Avg. ftlhr 11 ; Sand & Shale; DRILUNG;; MW 10.0, Vis 
33, pH 9.0, Cl195,000, Bit# 14: 61/2, Sec. S86F, Jet 1-15,2-15,3-15WOB 15K; RPM 50; Cum. Hrs. 
1 1/2; Cum. Ftg. 8; SPM 90; Pressure 2300; Time Distribution Past 24 Hrs. 8 hrs. drlg, 1 hr. Totco, 
1/2 hr. rig service, 12 hrs. tripping , 2 1/2 hrs. circulate samples. 
Daily Cost: $18,770 Cum. Cost $1 ,736,057 

9/29/97 Day 60: Depth 14,165; Ftg. past 24 hrs. 97';Avg. ftlhr 4; Sand; DRLG;; MW 10.4, Vis 36, pH 9.0, Cl 
195,000, WL 9.8, Cake 1, PV 8, YP 11, Solids 1, Gels 3/6, Bit# 14: WOB 1 OK; RPM 50; Cum. Hrs. 
24 1/2; Cum. Ftg. 105; SPM 90; Pressure 2300; Time Distribution Past 24 Hrs. 23 hrs. drlg, 1 hr. 
Totco. 
Dally Cost: $65,135 Cum. Cost: $1 ,801 ,192 

9/30/97 Day 61 : Depth 14,195 ; Ftg. past 24 hrs. 30';Avg. ftlhr 1.3; Shale; DRLG;; MW 11 , Vis 38, pH 10, Cl 
195000, WL 9.6, Cake 1, PV 9, YP 10, Solids 1, Gels 3/6, Bit# 14: WOB 15K; RPM 50; Cum. Hrs. 
48 1/2; Cum. Ftg. 135; SPM 90; Pressure 231JO; Past 24 hrs.: 24 hrs. drilling. 
Dally Cnst: $50,628 Cum. Cost: $1 ,851 ,820 

10/1/97 Day 62: Depth 14,272 ; Ftg. past 24 hrs. 77';Avg. ftlhr 3.3; Shalo; DRLG;; MW 11 , Vis 38, pH 10, Cl 
195000, WL 9.6, Cake 1, PV 9, YP 10, Solids 1, Gels 3/6, Bit# 14: WOB 251<; RPM 50; Cum. Hrs. 
71 1/2; Cum. Ftg. 212; SPM 90; Pressure 2700; Dev . 3 3/4 deg. @ 14,154'. Past 24 hrs. drilling, 1 
hr. Toto'J. 
Dally Cost: $17,655 Cum. Cost: $1 ,869,475 

10/2197 Day 63: Depth 14,328 ; Ftg. past 24 hrs. 56';Avg. ftlhr 2.8; Shale; TRIPPING FOR BIT;; MW 11 , Vis 
39, pH ~'.8, Cl190000, WL 6.2, Cake 1, PV 14, YP 18, Solids 2, Gels 4/1 0, Bit # 14: W OB 25-28K; 
RPM 50; Cum. Hrs. 91 ; Cum. Ftg. 268; SPM 90; Pressure 2700; Dev. 2 3/4 deg. @ 14,255'. Past 
24 hrs. 19 1/2 hrs. drilling, 1 1/4 hr. Totco, 3 1/4 hrs. tripping out for bit. 
Daily Cost: $17,615 Cum. Cost: $1 ,887,090 

DaHy Dti6ng Wei History fe r: OATMAN From 11111920 through 413100 
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9/22/97 Day 53: Depth 13,261 ; Ftg. past 24 hrs. 187';Avg. ftlhr 13; Sand; CIRCULATING SAMPLES;; MW 
1 0.0, Vis 29, pH 9.5, Cl195,000, Bit# 13: WOB 30K; RPM 50; Cum. Hrs. 14 1/4; Cum. Ftg. 187; 
SPM 90; Pressure 2300; Time Distribution Past 24 Hrs. 2 hrs. Wt,it on DST Tools , 1 1/2 hrs. PU & 
LD DST Tools, 4 1/2 hrs. TIH, 1 hr. circulate bottoms up, 14 1/4 h ~. dr1g, 3/4 hrs. circulate samples 
13,171 & 13,261. 
DailyCost: $18,991 Cum. Cost: $1,647,742 

9/23/97 Day 54: Depth 13,383 ; Ftg. past 24 hrs. 122';Avg. ftlhr 23; Sand; RUNNING DST #2;; MW 10, Vis 
29, pH 9.5, Cl195000, Bit# 13: 6 1/2"; HP 53A; 13, 13, 13;WOB 30K; RPM 50; Cum. Hrs. 19 112; 
Cum. Ftg. 309; SPM 90; Pressure 2300; Dev. 3/4 deg. @ 13,383'. Past 24 hrs. 5 1/4 hrs. eire. 
samples@ 13,261', 13,383', 1/2 hr. service rig, 5 1/4 hrs. drilling, 8 hrs. tripping, 2 hrs. PU DST 
Tools, 1 hr. run 2,000' water blanket, 1 hr. cut drilling line, 1 hr. DST #2. REMARKS: Running DST 
#2 in Wolfcamp formation from 13,049'-13,383', (334). 
Daily Cost: $12,330 Cum. Cost: $1 ,660,072 

9/24/97 Day 55: Depth 13,475 ; Ftg. past 24 hrs. 92';Avg. ftlhr 13; Sand; DRLG;; MW 10, Vis 29, pH 9.5, Cl 
195000, Bit# 13: WOB 30K; RPM 50; Cum. 'Hrs. 26 1/2; Cum. Ftg. 401 ; SPM 90; Pressure 2300; 
Past 24 hrs. 4 hrs. finish DST #2, 10 hrs. tripping, 2 hrs. LD DST Tools, 1/2 hr. wash & ream 60' to 
bottom, 7 1/2 hr. drilling. 
Daily Cnst: $15,730 Cum. Cost: $1 ,675,802 

DST #2 Remarks: Ran DST #2 in the Wolfcamp "C" formation from 13049' - 13383' ( 334') 

Surface Action Initial Flow: Tool open w/weak blow, Increased to 9" In bucket in 5 min., blow 
decreased to a· In 15 min. Shut tool ln. 

Surface Action Final Flow: Opened w/weak blow, Increased to 1# In 15 min. , 3# In 20 min. , 
opened on 112• surface shake. Decreased to 2# In 25 min., .3/4# 
In 40 min., 1/2 # 111 50 min., 3 ounces In 70 min., Shut tool ln. 
Had gas to surfat;~J In 30 min. on final flow@ rate of approx. 33 
mcfd. No fluid to• surface. 

IHYD 6490# 

I FLOW 1138 # - 1078 # 15 min. 

I SIP 1078 # - 1078 # 30 min. 

FFLOW 1037 # - 1037 # 115 min. 

FSIP 1037 # 4258 # 180 min. 

FHYD 6490# 

Drill Pipe Recovery; 279' of slightly gas cut drilling fluid and 2,000' of water blanket. Drilling 
fluid sample chlorides 130,000, Rw .049@ 60 deg. F. mud pit sample 
chlorides 181,000 PPM. Rw .049@ 60 deg. F. 

Sample Chamber Recovery 1,600 cc's of drilling fluid, Rw .049@ 60 deg. F., chlorides 
180,000 ppm., .465 cu . ft . gas. BHT 194 deg. F@ 13,031 . 

9/25/97 Day 56: Depth 13,609 ; Ftg. past 24 hrs. 134';Avg. ftlhr 20; sand; RUNNING DST #3.;; MW 10, Vis 
29, Cl Hl6000, Bit# 13: WOB 30K; RPM 50; Cum. Hrs. 33; Curr:. Ftg. 535; SPM 90; Pressure 2300; 
Dev. 1 3/4 deg. ~ 13,609'. Past 24 hrs.: 6 11'2 hrs. drilling, 112 hr. rig service, 1 1/4 hrs. circulate 
samples, 2 1/2 hrs. circulate for DST #3, 9 114 hrs. tripping, 2 hrs. PU DST tools. 2 1/4 hrs. DST #3. 
Dally Cost: $12,870 Cum. Cost $1 ,688,672 

Daily Driling Wei History for: OATMAN From 111/1920 through 4IJ,i)() 
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9/13/97 Day 44: Depth 12,604 ; Ftg. past 24 hrs. O';Avg. ft/hr 0; Lime; CIRCULATING CSG.;; MW 9.8, Vis 
29, pH 1 o, Cl 160000, Past 24 hrs. 2 1/2 hm. trip In hole, 4 1/2 hrs. circulate gas off & spot 1 oo bbl. 
11# pill on bottom, 11 1/2 hrs. LD DP & DC's, 1 hr. rig repair, 3 1/2 hrs. RU and start running 7 5/8" 
csg., 1 hr. circulating waiting on replacement PU machine. 
Oally Cost: $10,340 Cum. Cost: $1 ,123,218 

9/14/97 Day 45: Depth 12,604; Ftg. past 24 hrs. O';Avg. ftlhr 0; Lime; WOC & NU BOP STACK;; Past 24 
hrs. 1 1/2 hrs. walt on replacement, PU & LD machine, 8 1/2 hrs. run 7 5/8" csg., 2 hrs. eire. csg., 1 
3/4 hr. cement, 10 1/4 hrs. woe. 
Daily Cost: $375,240 Cum. Cost: $1 ,498,458 

Casinu: Ran 7 6/8" Second lntennediate Casing as follows: , 
Joints Ran Joint Description 

7 6/8" Halliburton Floai Shoe 
2 7 5/8", 39#, P-11 0, 8rd LTC, new API shoe joints 

7 5/8" Davis-Lynch Flo~ Collar 
276_ __ 7 6/8", 39#, P-110, 8rd LTC, new API casing 
271 joints Total Casing 

Less Above KB 
Casing set@ 

Footage' 

1.65, 
84.13, 
1.25, 

12635.31 , 
12622.34, 

18.34, 
12604.00, 

Ran centralizers In middle of first shoe joint and on collars of joints #3, 6, 7, 9, 206, 207, 
208, 209. Halliburton cmt'd w/560 sac'Ks of Class "H" Lite containing 1/4#/sack nocele + 
5# :sack gilsonite + 6'.4 gel+ .4% Halad- 9 + .2% HR-7 mixed@ 12.20 ppg, yield 2.09 cu. 
ft./:lk., mixing water 11.18 gals./sack 1:'-f.'llowed by W .sacks of Class "H" containing .3% 
CFR-3 + .6% gas stop+ .3% HR-4 mixfld@ 16.40 p~yield 1.06 cu.ft./sk., mixing water 
4.27 gals./sk. Plug down to 12,616' w/580#@ 7:40PM CST, 9-13-97. Floats held OK. 

9/15/97 Day 4e: Depth 12,604 ; Ftg. past 24 hrs. O';Avg. ft/hr 0; Lime; PU 3 1/2" DP;; Bit# 11: 6 1/2" RBI 
C37LRG; 12, 12, 12;BHA: bit, 6 pt. Reamer, short DC, IBS, 1 DC, IBS, 29 DC's. Past 24 hrs. 12 
hrs. te!;tlng BOP's & choke manifold, 12 PU DC's & DP. REMARKS: Tested BOP choke manifold, 
all fhJo1· valves and safety valves to 7,500# OK. Tested annular preventor to 3,500# OK. Tested 
csg. to 2,500# for 30 min., held OK. At report time, PU DP @ 5400'. 
Dally Cost: $24,960 Cum. Cost: $1 ,523,418 

9/16/97 Day 47: Depth 12,604 ; Ftg. past 24 hrs. O';Avg. ftlhr 0; Lime; TIH W/BIT;; MW 9.8, Vis 29, pH 9.5, 
Cl160000, Bit# 11: Past 24 hrs. 13 3/4 hrs. finish PU DP, 9 hrs. trip to unplug jets in bit, 1 1/4 hr. 
unplug bit & BH reamer. REMARKS: Finish PU DP and tagged FC. PU Kelly to start drilling out 
and could not pump through drill string. Tried to reverse out and were not successful. TOOH and 
found t)lt & BH reamer plugged w/scale & rust. Unplugged same and TIH @ report time. 
DallyCost: $21,747 Cum.Cost: $1 ,545,165 

U/17/97 Day 4e: Depth 12,649 ; Ftg. past 24 hrs. 45';Avg. ftlhr 5.6; Lime & Shale; WASHING TO 
BOTIOM;; MW 9.8, VIs 29, pH 9.5, Cl160000, Bit# 12: 6 1/2" Reed HP62A, 14, 14, 14;WOB 25K; 
RPM 50; SPM 90; Pressure 2200; Past 24 hrs. 11 1/2 hrs. tripping, 8 hrs. drilling, 1/2 hr. test casing 
to 2500#, 2 hrs. drill out shoe joints, 1 1/2 hrs. pump repairs, 1/2 hr. service rig. 
Daily Cost: $19,411 Cum. Cost: $1 ,564,576 

9118/97 Day 49: Depth 12,721 ; Ftg. past 24 hrs. 72';Avg. ft/hr 3; Shale; DRLG;; MW 10, Vis 29, pH 9.5, Cl 
195000, WOB 25K; RPM 50; Cum. Hrs. 23 ~ /4 ; Cum. Ftg. 72; SPM 92; Pressure 2300; Past 24 hrs. 
23 1/4 hrs. drilling, 3/4 hr. wash & ream 30' t'J bottom. · · 
Daily Cost: $16,063 Cum. Cost: $1,580,639 

9/19/97 Day 50: Depth 12,834 ; Ftg. past 24 hrs. 11 ~~' ;Avg . ftlhr 4.7; Shale; DRLG;; MW 10.0, Vis 29, pH 
9.5, Cl195,000, Bit# 12: WOB 30K; RPM M ; Cum. Hrs. 45 1/4; Cum. Ftg. 185; SPM 92; Pressure 
2300; Distribution Past 24 Hrs. 22 hrs. dr1g, 1/2 hr. rig service, 1 1/2 hr. Totco. 
Daily Cost: $21,011 Cum. Cost: $1,601 ,650 

9/20/97 Day 51 : Depth 12,974 ; Ftg. past 24 hrs. 140';Avg. ft/hr 6.2; Shale; DRLG;; MW 10.0, Vis 29, pH 
9.5, Cl195,000, Bit# 12: WOB 30K; RPM 50; Cum. Hrs. 67 1/2; Cum. Ftg. 325; SPM 92; Pressure 
2300; Time Distribution Past 24 Hrs. 22 1/4 hrs. dr1g, 1/2 hr rig service, 1 1/4 hr Totco. 
Daily Cost: $14,771 Cum. Cost: $1,616,421 

9/21/97 Day 52· Depth 13,074 ; Ftg. past 24 hrs. 100';Avg. ftlhr 7.5; Sand & Lime; WAITING ON DST 
TOOL~; ; MW 10.0, Vis 29, pH 9.5, CI195,CJOO, Bit# 12: WOB 30K; RPM 50; Cum. Hrs. 80 3/4; 
Cum. ng. 425; 
Dally Cost: $12,330 Cum. C'Jct: $1,628,751 

DsHy Drlflng Wei History for: OATMAN From 11111920 through 413100 
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9/5/97 Day 36: Depth 11 ,950 ; Ftg. past 24 hrs. 49';Avg. ftlhr 13; Shale, Lime & Sand; RUNNING DST #1 ;; 
MW 9.8, Vis 29, pH 10, Cl160000, Bit# 9: WOB 50K; RPM 60; Cum. Hrs. 30 3/4; Cum. Ftg. 382; 
SPM 1 OS; Pressure 1700; Oev. 1/2 deg. 11,932'. Past 24 hrs. 3 3/4 hrs. drilling, 1 1/4 hr. Totco, 4 
1/4 hrs. circulating for DST #1 , 11 hrs. strar)plng & tripping, 2 1/2 hrs. PU DST Tools, 1 hr. DST #1. 
REMARKS: Strapped out of hole on DST #1. Tally was 12' shallow to board depth. Corrected out 
12' on depth. 
Daily Cost: $10,690 Cum. Co~1: $981,752 

9/6/97 Day 3i': Depth 11,995 ; Ftg. past 24 hrs. 45;;Avg. ftlhr 11 ; Shale; DRLG;; MW 9.8, Vis 28, pH 10, Cl 
162000, Bit# 9: WOB 55K; RPM 60; Cum. Hrs. 35 1/4; Cum. Ftg. 415; SPM 105; Pressure 1700; 
BHA: bit, bit sub, 23 DC's, 2-x overs. Past 24 hrs. 5 112 hrs. DST #1, 9 1/2 hrs. tripping, 1 1/2 hrs. 
LD DST Tools, 2 1/4 hrs. rig repair, 3/4 hrs. eire., 4 1/2 hrs. drilling. 
Dally Cost: $13,540 Cum. Cost: $995,292 

DST #1 Remarks: Ran OST #1 In the Wolfcamp B formation from 11882' - 11 963' ( 81 ' ) 

Surface Action Initial Flow: Tool open w/good blow, Increased to 15# In 7 min., opened on 
1/2" surface cho"e. Blow decreased to 12# In 15 min. Shut tool 
ln. Had GTS 4 min. Into Initial shut in. 

Surface Action Final Flow: Opened w/goo<tblow, Increased to 9'/1- In 2 min. on 1/2" surface 
choke. Decreased to 8# In 5 min., 5# In 15 min., Z# In 30 min., 20 
ounces in 60 min., and 18 ounces In 90 min. Shut tool ln. No 
fluid to surface. 

IHYD 5830# 
I FLOW 124# 145 # 15 rnin . 

I SIP 145 # . 1486 # 30 rnin . 

FFLOW 104 # . 124 # 90 min. 
FSIP 124 # . 6430 # 240 min. 
FHYD 5910# 

.QdJ!...ef;~e Recovery: 240" of slightly gas cut drilling fluid. Drilling flu id sample Rw .49 @ 60 
deg. F, chlorides 195,000 ppm., Mud pit sample chlorides 195,000 PPM, 
Rw .049@ 60 deg. F. 

Sampll:l Chamber Recovery 1,200 cc's of d:illlng fluid, Rw .04 f4 @ 60 deg. F., chlorides 
195,000 ppm., trace of gas. BHT 192 degrees F@ 11 ,864'. 

9nl97 Day 38: Depth 12,130 ; Ftg. past 24 hrs. 135';Avg. ftlhr 8.5; Shale; DRLG;; M\N 9.8, Vis 29, pH 10, 
Cl162000, Bit# 9: WOB 55K; RPM 60; Cum. Hrs. 51 3/4; Cum. Ftg. 550; SPM 105; Pressure 1700; 
Past 24 hrs. 16 hrs. drilling, 1/2 hr. rig service, 7 1/2 hrs. tripping for hole. REMARKS: Had to trip 
for holo in DP 83 stds. Down. Had hole 17" above pin end. 
Dally Cost: $10,895 Cum. Cost: $1,006,187 

9/8/97 Day 39: Depth 12,305; Ftg. past 24 hrs. 175';Avg. ftlhr 7.4; Shale; DRLG;; MW 9.8, Vis 28, pH 10, 
Cl162000, Bit# 9: WOB 55K; RPM 60; Cum. Hrs. 74 3/4; Cum. Ftg. 725; SPM 1 05; Pressure 1700; 
Past 24 hrs. 23 1/2 hrs. drilling, 1/2 hr. rig St':rvlce & wor1< BOP's. 
Dally Cost: $12,005 Cum. Cost: $1,018,192 

' 9/9/97 Day 40: Depth 12,355; Ftg. past 24 hrs. 50';Avg. ftlhr 10; Sh; DRLG;; MW 9.8, Vis 29, pH 10.0, Cl 
160,000, Bit# 10: 9 1/2" HTC J-44C,14,14,14,WOB 55K; RPM 60; Cum. Hrs. 4; Cum. Ftg. 47; SPM 
105; Pressure 1700; Past 24 hrs.: 5 hrs. drig., 15 3/4 hrs. tripping for holes in D.P., 1/2 hr. service 
rig, 1/2 hr. change rotating head rubber, 2 1/2 hrs. eire. off gas. REMARKS: Had to trip for 2 holes 
In D.P. One hole was 88 stds. down, 2nd hole was 2 jts. above D.C.'s, cracked tool jt. In HWDP 
Dally Cost: $21,714 Cum. Cost: $1 ,039,906 

0/10/97 Day 41 : Depth 12,572 ; Ftg. past 24 hrs. 217';Avg. ftlhr 1 0; Shale; DRLG;; MW 9.8, Vis 29, pH 1 0.5, 
Cl160000, Bit# 10: WOB 55K; RPM 60; Cum. Hrs. 26 112; Cum. Ftg. 264; SPM 105; Pressure 
1700; 22 hrs. drilling, 112 hr. rig service, 1 hr. Totco, 1/2 hr. rig repair. 
Daily Cost: $11 ,320 Cum. Cost: $1 ,051,226 

9/11/97 Day 42: Depth 12,604; Ftg. past 24 hrs. 32';Avg. ftlhr 4; Lime; LOGGING;; MW 9.8, Vis 29, pH 
10.5, Cl160000, Past 24 hrs. 8 hrs. drilling, 1 1/2 hr. rig servlcr., 3 1/2 hrs. eire. for logs, 5 1/2 hrs. 
TOOH for logs, 6 1/2 hrs. RU & log. 
Daily Cost: $18,462 Cum. Cost: $1 ,069,688 

0/12197 Day 43: Depth 12,604 ; Ftg. past 24 hrs. O';Avg. ftlhr 0; Lime; CIRCULATING OFF GAS;; MW 9.8, 
Vis 29, pH 10.5, Cl160000, SPM 105; Pressure 1700; Past 24 hrs. 16 1/2 hrs. finish logging, 4 hrs. 
start Tl~ . 1 hr. eire. off gas, 2 hrs. cut drilling line, 112 hr. pull wear bushing. 
Daily Cost: $43,190 Cum.Cost: $1,112,878 

DBily Drifing Wei History fvr: OATMAN From 111/ 1920 through 413100 
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8/24/97 

8/2S/97 

8/26/97 

8/27/97 

~ ~!;!W 
f 

Day 24: Depth 8,S6S ; rtg. past 24 hrs. S60';Avg. ft/hr 24; Lime & Shale; MILLING;; MW 8.4, Vis 
28, pH 9.S, Cl 30000, Bit# 6: WOB SDK; RPM 60; Cum. Hrs. 48 3/4; Cum. Ftg. 12S3; SPM 1 OS; 
Pressure 1800; Dev. 1/4 deg.@ 8287'. Past 24 hrs. 22 3/4 hrs. drilling, 1 1/4 hr. Totco & rig service. 
Dally Cost: $10,280 Cum. Cost: $803,606 

Day 25: Depth 9,030 ; Ftg. past 24 hrs. 465';Avg. ft/hr 20; Lime ~ Shale; DRLG;; MW 8.5, Vis 28, 
pH 10, Cl 30000, Dev. 1 deg. @ 872S'. Past 24 hrs. 23 hrs. drilling, 1 hr. Totco & rig service. 
Daily Cost: $10,280 Cum. Cost: $813,886 

Day 26: Depth 9,288; Ftg. past 24 hrs. 258'iAvg. ftlhr 18; Shale & Lime; DRLG;; MW 8.9, Vis 28, 
pH 9.S, Cl30,000, Bit# 7: 91/2" Sec. M84S, 12,12,12WOB SOKK; RPM 60; Cum. Hrs. 111/2; Cum. 
Ftg. 203; SPM 105; Dev. 1/2 deg tm 9,08S. Past 24 hrs.: 14 hrs. dr1g., 7 hrs. bit trip, 1 hr. wash & 
ream eo• to btm. 
Daily Cost: $23,4SS Cum. Co:';:: $837,341 

l 

Day 27: Depth 9,S38 ; Ftg. past 24 hrs. 2SO';Avg. ftlhr 18; Lime & Shale; DRLG;; MW 8.9, Vis 28, 
pH 9.5, Cl 62000, Bit# 7: WOB SDK; RPM 60; Cum. Hrs. 24 3/4; Cum. Ftg. 453; SPM 1 05; Pressure 
1800; Past 24 hrs. 131/4 hrs. drilling, 1/2 hr. service rig , 9 1/2 hrs. tripping for holes In DP. 3/4 hr. 
pump 1·epairs. 
Dally Cost: $12,814 Cum. Cost: $8SO, 1SS 

8/28/97 Day 20: Depth 9,9S1 ; Ftg. past 24 hrs. 413';Avg. ftlhr 18; Lime & Shale; DRLG;; MW 9.1, VIs 28, 
pH 10, Cl62000, Bit# 7: WOB SDK; RPM flO; Cum. Hrs. 46 1/2; Cum. Ftg. 866; SPM 10S; Pressure 
1800; Dev. 1/4 deg.@ 9S80'. Past 24 hrs. 22 3/4 hrs. drilling, 1 1/4 hrs. Totco & rig service. 
Dally Cost: $17,165 Cum. Cost: $867,320 

8/29/97 Day 2~': Depth 10,428 ; Ftg. past 24 hrs. 477';Avg. ftlhr 20; Lime & Shale; DRLG;; MW 9.3, Vis 29, 
pH 10,.CI88000, Bit# 7: WOB SOK; RPM 60; Cum. Hrs. 70 1/ 4; Cum. Ftg. 1343; SPM 105; 
Pressure 1800; Dev. 1/4 deg. tm 10049. Pnst 24 hrs. 22 3/4 hrs. drilling, 1 1/4 hrs. Totco & rig 
servietl. 
Dally Cost: $13,638 Cum. Cost: $880,958 

8/30/97 Day 30: Depth 10,S34 ; Ftg. past 24 hrs. 10fJ';Avg. ftlhr 22; Lm; Cutting dr1g. line;; MW 9.3, Vis 29, 
pH 9.5, Cl 88,000, Bit# 7: WOB SOK; RPM 80; Cum. Hrs. 73 3/4; Cum. Ftg. 1449; SPM 1 05; 
Pressure 1800; Past 24 hrs.: 3 1/2 hrs. drlg., 1/2 hr. rig service, 20 hrs. tripping for holes in D.P. 
Daily Cost: $11 ,2S5 Cum. Cost: $892,213 

8/31/97 Day 31 : Depth 10,936 ; Ftg. past 24 hrs. 40~';Avg. ftlhr 20; Lm & Sh; DRLG;; MW 9.4, Vis 29, pH 
9.5, Cl 94,000, Bit# 7: WOB SDK; RPM 60; Cum. Hrs. 93; Cum. Ftg. 1851; SPM 105; Pressure 
2,000#; Dev. 1/4 deg.@ 10,542'. Past 24 'Irs. : 19 1/4 hrs. dr1g.,.3/4 hr. Totco, 1 hr. cut dr1g. line, 2 
1/2 hrs. finish TIH, 1/2 hr. rig service. 
Dally Cost: $19,411 Cum. Cost: $911 ,624 

9/1/97 Day 32: Depth 11,182 ; Ftg. past 24 hrs. 248';Avg. ftlhr 20; Lm; DRLG;; MW 9.4, Vis 29, pH 9.5, Cl 
94,000, Bit# 8: 9 1/2" Varel 547C, 12, 13, 13;WOB SDK; RPM 60; Cum. Hrs. 11 ; Cum. Ftg. 230; SPM 
105; Pressure 2,000; Dev. 1/2 deg. @ 10,952'. Past 24 hrs. 12 1/2 hrs. dr1g., 1/2 hr. totco , 1 hr. 
install rotating head, 9 hrs. trip for bit, 1 hr. wash & ream 60' to btm. REMARKS: Strapped OOH on 
bit trip. Made 20' correction to depth. Strap was 20' shallow to board. 
Dally Cost: $14,340 Cum. Cost: $925,964 

9/2/97 Day 33.: Depth 11,540 ; Ftg. past 24 hrs. 35~';Avg. ftlhr 17; Lm & Sd; DRLG;; MW 9,.4, Vis 29, pH 
9.5, Cl '124,000, Bit# 8: WOB SOK; RPM 60; Cum. Hrs. 33 1/2; Cum. Ftg. 588; SPM 105; Pressure 
2000; Dev.: 1/2 deg@ 11,432'. Past 24 hrc..;.: 221/2 hrs. drlg. , 11/2 hr. totco & rig service . 
Daily Cost: $12,173 Cum. Cost: $938,137 

9/3/97 Day 34 : Depth 11 ,612 ; Ftg. past 24 hrs. 72';Avg. ftlhr 9; Sh; DRLG;; MW 9.4, Vis 29, pH 9.5, Cl 
124,000, Bit# 9: 91/2" HTC ATMSSR,14,14,14WOB 50K; RPM 60; Cum. Hrs. 3; Cum. Ftg. 32; 
SPM 1DS; Pressure 1700; Past 24 hrs.: 8 1/2 hrs. drlg. 1/2 hr. service rig, 11 1/2 hrs. trip for bit, 1 
1/2 hr. cut drlg. line, 1 1/2 hr. rig repair, 1/2 hr. wash & ream 60' to btm. 
Dally Cost: $21,340 Cum. Cost: · $9S9,477 

9/4/97 Day 35: Depth 11,913 ; Ftg. past 24 hrs. 301 ';Avg. ftlhr 12; Sh, Sd. & Lm; DRLG;; MW 9.8, Vis 29, 
pH 9.5, Cl160,000, Bit# 9: WOB 55K; RPM 60; Cum. Hrs. 27; Cum. Ftg. 333; SPM 105; Pressure 
1700; Past 24 hrs.: 24 hrs. dr1g. 
Dally Cost: $11 ,585 Cum. Cost: . $971 ,062 

Daly Drflng Wei History for: OATMAN From 11111920 through .(13,00 
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B/15/97 Day 15; Depth 4,211 ; Ftg. past 24 hrs. O';Avg. ftlhr 0; WOC;; Past 24 hrs. wash csg. to bottom, 1 
hr. RU Halliburton, 3 hrs. eire. csg., 2 1/2 hrs. cmt'g, 14 1/2 hrs. WOC & NU. 
Dally Cost: $222,078 Cum. Cost: $683,918 

Casing: Ran 10 3/4 First lntennediate Casing as follows: 

JoiV'Its Ran J~int Description 

2 

94 ·---
96 joints 

I 
r , 

10 3/4" Halliburton Float Shoe 
I 

10 3/4", 51#, L-80, BTC, new API shoe joints 
10 3/4" Halliburton Flout Collar 
10 3/4", 51#, L-80, BTC,. new API casing 

Total Casing 
Less Above KB 

Casing set@ 

Footage' 

1.60, 
87.79, 
1.00, 

4125.78, 
4216.78, 

5.17, 
4211.00, 

Ran centralizers in middle of first shoe joint and on collars of joints #4, 6, 8. Halliburton 
cmt'd w/3,100' sacks of Class "C" Lite. containing 1/4#/sack flocele +3#/sk. Gilsonite + 
4% gel+ 6# salt/sack mixed@ 12.60 ~pg, yield 2.02 cubic feet/sk., mixing water 10.68 
galaJsack followed by 500 sacks of C'ass "C" Neat containing 2% CaCI2 mixed @ 14.80 
ppg, yield 1.34 cubic feet/sk., mixing •A-ater 6.31 gals./sk. Plug down 4, 127" w/1650# @ 
3:09PM CST, 8-15-97. Floats held OK. Circ. 250 sacks to the pit. · 

8/16/97 Day 16: Depth 4,211 ; Ftg. past 24 hrs. 0';; TIH w/bit;; MW 8.4, 'lis 28, pH 9.5, Bit# S: 9 1/2" STC F-
3, 12,12,12BHA: bit, bit sub, 1-7 1/2" DC, 3 pt. reamer, 1- 7 ·:/2'' DC, 3 pt. reamer, 21 -7 1/2" & 1" 
DC's 

fJ/17/97 

fJ/18/97 

8/19/97 

8/20/97 

8/21/97 

8/22/97 

EJ/23/97 

Daily Cost: $27,18S Cum. Co5.t: $711 ,1 03 

Day 11· Depth 4,841 ; Ftg. past 24 hrs. 670';Avg. ftlhr 38; Sand; Drilling;; MW 8.7, Vis 28, pH 9.S, 
Bit# S: WOB SDK; RPM 60; Cum. Hrs. 17 1/4; Cum. Ftg. 67D; SPM 1DS; Pressure 1800#; Dev.: 1 
deg. @. 4,34S', 1 deg. @ 4831'. Past 24 hrs. : 3 1/2 hrs. PU BHA & TIH, 1 3/4 hrs. drill out shoe 
joints, 1/2 hr. test csg. to 1500#, o.k., 17 1/4 hrs. drtg., 1 hr. totco. REMARKS: Pressure tested csg. 
to 1 ,SOO#, o.k. Tested BOP stack, choke manifold, all floor valves to S,OOO#, o.k. 
Dally Cost: $9,90S Cum. Co5t: $721,008 

Day 18: Depth S,700; Ftg. past 24 hrs. 8S9';Avg. ftlhr 37; Sand; t) rilling;; MW 8.7, Vis 28, pH 1D.O, 
Bit# S: WOB SDK; RPM 6D; Cum. Hrs. 4D 1/4; Cum. Ftg. 1489; SPM 1DS; Pressure 18DO#; Dev.: 
1/4 deg. @ S332'. Past 24 hrs.: 23 hrs. drtg., 1 hr. totco & rig service. 
Daily Cost: $9,90S Cum. Cost: $73D,913 

Day 19: Depth 6,252; Ftg. past 24 hrs. SS2';Avg. ftlhr 23; Sand & Lime; DRLG;; MW 8.6, Vis 28, 
pH 9.5, CI4DDDD, Bit# S: WOB 50K; RPM OD; Cum. Hrs. 63 3/4; Cum. Ftg. 2041; Dev. 3/4@ 
S832'. Past 24 hrs. 23 1/2 hrs. drtlling, 1/2 hr. Totco & rtg service. 
Daily Cost: $11,386 Cum. Cost: $742,299 

Day 20: Depth 6,705 ; Ftg. past 24 hrs. 4S3';Avg. ftlhr 19; Sand & Lime; DRLG;; MW 8.6, Vis 28, 
pH 9.S, Cl40000, Bit# S: WOB SOK; RPM 6p; Cum. Hrs. 86 1/4; Cum. Ftg. 2494; SPM 10S; 
Pressure 1800; 23 1/2 hrs. drilling, 1/2 hr. Totco & rig service. 
Daily Cpst: $14,608 Cum. Cost: $7S6,907 

Day 21 : Depth 7,13S ; Ftg. past 24 hrs. 430';Avg. ftlhr 18; Sd & Sh; DRLG;; MW 8.6, VIs 28, pH 
10.0, CI 40,0DO, Bit# S: WOB SDK; RPM 60; Cum. Hrs. 103 3/4; Cum. Ftg. 2924; SPM 10S; 
Pressure 18DO#; Dev. 1 1/2 deg. @ 6832'. Past 24 hrs. 23 1/2 hrs. drlg., 1/2 hr. totco & rig service. 
Daily Cost: $1D,213 Cum. Cost: $767,12D 

Day 22. Depth 7,392; Ftg. past 24 hrs. 2S7';Avg. ftlhr 17; Lime & Sand; DRLG;; MW 8.8, Vis 28, 
pH 9.S, CI440DO, Bit# 6: 9 1/2" Sec S86F; 12, 12, 12;WOB SDK; RPM +D; Cum. Hrs. 3 1/2; Cum. 
Ftg. 80~ SPM 10S; Pressure 18DD; Dev. 1/2 deg. @ 7312'. Past 24 hrs. 1S1/4 hrs. drilling, 1/4 hr. 
Totco, 13 1/2 hrs. bit trip, 2 hrs. wash & ream 80' to bottom. 
Daily Cost: $1S,34S Cum. Co5t: $782,46S 

Day 23: Depth 8,00S ; Ftg. past 24 hrs. 613';Avg. ftlhr 26; Lime l!: Shale; DRLG;; MW 8.4, VIs 28, 
pH 9.S, Cl 30000, Bit# 6: WOB 50K; RPM VO; Cum. Hrs. 26; Cum. Ftg. 693; Dev. 1 deg. @ 7790'. 
Past 24 hrs. 22 1/2 hrs. drilling, 1 1/2 hrs. Totco & rig service. 
Dally Cost: $10,861 Cum. Cost: $793,326 

• • • • • • • • • ••• • • • • • • •• 
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8/6/97 

8/7/97 

8/8/97 

8/9/97 

j 

Day 6: Depth 1,993 ; Ftg. past 24 hrs. 529';1~vg . ft/hr 30; Salt & Anhydrite; TOOH TO UNPLUG 
BIT;; MW 10, Vis 29, pH 9.5, Cl195000, Bit ,# 2: WOB 35-50K; RPM 75; Cum. Hrs. 28; Cum. Ftg. 
978; Dov. 2 deg. @ 1539', 2 deg. @ 1663', 2 deg. @ 1787'. Past £4 hrs. 18 hrs. dr1g., 1/2 hr. Totco, 
1/2 hr. rig service, 1/2 hr. restart generators,' 1 hr. attempt to unplug bit, 3 112 hrs. TOOH. 
REMARKS: Generators overheated and all three went down, let cool and restarted ok. While 
running Totco@ 1,993', bit became plugged, all attempts to unplug bit were unsuccessful. At report 
time TOOH to unplug bit. ' 
Dally Cost: $52,907 Cum. Cost: $327,157 

Day 7: Depth 2,258; Ftg. past 24 hrs. 265';Avg . ftlhr 15; Salt & Anhydrite; DRLG;; MW 10, Vis 29, 
pH 9, Cl195000, Bit# 3: 14 3/4"; RR; 18, 18, 18;WOB 35K; RPM 75; Cum. Hrs. 17 3/4; Cum. Ftg. 
265; SPM 90/90; Pressure 1500; Dev. 2 1/4 deg. @ 1945', 2 1/2 deg. @ 2070'. Past 24 hrs. 2 1/2 
hrs. tripping, 1/2 hr. wash & ream 60' to bott~m . 1/2 hrs. service rig, 17 3/4 hrs. drill ing, 3/4 hr. 
Totco, 2 hrs. rig repair. REMARKS: Low clutch air line broke and had to be replaced. 
Daily C•.)st: $12,947 Cum. Cost: $340,104 

I 

' 
Day 8: Depth 2,583; Ftg. past 24 hrs. 325';Avg . ft/hr 15; Salt & Anhydrite; DRLG;; MW 10, Vis 29, 
pH 9.5, 'CI195000, Bit# 3: WOB 50K; RPM 60; Cum. Hrs. 391/2: Cum. Ftg. 590; SPM 90/90; 
Pressure 1500; Dev. 2 1/4 deg. ~ 2243', 1 1/2 deg. ® 2383'. Past 24 hrs. 2 1/4 hrs. Totco, 21 3/4 
hrs. dr1g. REMARKS: started losing 50-60 bbls of fluid per hour@ 2275'. Pumping LCM sweeps 
around. At report time, fluid loss down to 10-20 bbls. per hour. Continuing to pump LCM sweeps. 
Dally Cost: $19,182 Cum. Cost: $359,286 

Day 9: ~epth 2,960; Ftg. past 24 hrs. 377';Avg. ft/hr 15; DRLG;; MW 9.9, Vis 29, pH 9.0, Cl 
195000, Bit# 3: WOB 65K; RPM 65; Cum. Hrs. 611 /4; Cum. Ftg. 967; SPM 105; Pressure 1000; 
Dev. 1 1/4 deg. @ 2589' , 1 deg. @ 2789'. Past 24 hrs. 1 3/4 hrs. Totco, 1/4 hr. rig service, 21 3/4 
hrs. drilling. REMARKS: Losing 30-40 bbls.lhr. fluid. Continue pumping sweeps. 
Daily Cost: $19,297 Cum. Cost: $378,583 

. I 

8/10/97 Day 10: Depth 3,290; Ftg. past 24 hrs. 330';Avg. ftlhr 14; Salt & Anhydrite; DRLG;; MW 9.9, VIs 29, 
pH 9.5, Cl195000, Bit# 3: WOB 65K; RPM '65; Cum. Hrs. 85 1/4; Cum. Ftg. 1297; SPM 705; 
Pressure 1000; Dev. 1 deg. @ 2992', 3/4 deg. @ 3208'. Past 24 hrs. 221/2 hrs. drilling, 1 hr. Totco, 
1/2 hr. service rig. REMARKS: Losing 30-40 bbls of fluid per hour. 
Dally C•:lst: $12,657 Cum. Cost: $391,240 

8/11/97 Day 11 : Depth 3,548 ; Ftg. past 24 hrs. 258';Avg. ftlhr 10; Anhydrite; DRLG;; MW 9.9, VIs 29, pH 
9.5, Cl195000, Bit# 3: WOB 60K; RPM 65; Cum. Hrs. 107 1/4; Cum. Ftg. 1555; Dev. 2 deg.@ 
3396'. Past 24 hrs. 23 hrs. drilling, 1 hr. Totco & rig service. REMARKS: Losing 30-40 bbls. fluid 
per hour. Continue pumping LCM sweeps. 
Daily Cost: $12,487 Cum. Cost: $403,727 

8/12/97 Day 0: Depth 3,720 ; Ftg. past 24 hrs. 172';Avg . ft/hr 11 .12; Lime; DRLG;; MW 10, Vis 29, pH 9, Cl 
195000, Bit# 4: 14 3/4 STC F-3 RR; 11 , 11, 11 ;WOB 40K; RPM 65; Cum. Hrs. 12 1/2; Cum. Ftg. 
156; SPM 105; Pressure 2200; Dev. 2 1/2 deg. @ 3,553', 2 1/2 deg. @ 3,651 '. Past 24 hrs. 1/2 hr. 
rig service, 15 hrs. drilling, 1 hr. Totco, 6 hrs. bit trip, 1 1/2 hr. wash & ream 110' to bottom. 
REMARKS: Hole still losing 30-40 BFPH. Continue w/LCM swoeps. 
Daily Cost: $19,447 Cum. Cost: $423,174 

8/13/97 Day 13: Depth 4,112 ; Ftg. past 24 hrs. 392';Avg. ftlhr 18; Lime & Sand; DRLG;; MW 10, Vis 29, pH 
9.5, Cl ·195000, Bit# 4: WOB 60K; RPM 65; Cum. Hrs. 35; Cum. Ftg. 548; SPM 105; Pressure 
2200; Dev. 2 1/4 deg.@ 3740', 1 deg. @ 3834', 1 1/4 deg. @ 4036'. Past 24 hrs. 22 1/2 hrs. 
drilling, 1 1/2 hrs. Totco & rig service. REMARKS: Hole taking 20-25 BFPH. Continue w/LCM 
sweeps. 
Dally Cost: $11 ,577 Cum. Cost: $434,751 

8/14/97 Day 14: Depth 4,211 ; Ftg. past 24 hrs. 99';.t.vg . ftlhr 24; Lime; RUNNING 10 3/4" CSG.;; MW 10, 
VIs 29, pH 9.5, Solids 190000, Bit# 4: WOB 50K; RPM 65; Cum. ~Irs. 39; Cum. Ftg. 647; SPM 105; 
Pressure 2200; Past 24 hrs. 4 hrs. drilling, 11/2 hr. Totco, 4 1/2 hrs. TOOH, a 1/2 hrs. RU & run 10 
3/4" csg., 3 1/2 hrs. eire., 2 112 hrs. walt on c.aslng tong hose, 1/2 hr. eire. csg. REMARKS: 
Strapped out of hole, no correction. 
Daily Cost: $27,089 Cum. Cost: $461 ,840 

Daly Dliing Wei History fo1: OATMAN From 111/ 1920 through .(I"J,,O 
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Penwell Energy, Inc 
Well History 

O~TMAN 

From 1/1/1920 through 4/3/2000 
I 

822' FNL & 23~ 5' FWL, Sec. 6, Blk. 54, T-5-S, Abst. 2147, Survey T&P RR. Co./G.N. Gentry 
ReeveS!\ County, TX 

' 
Directions: From Intersection Bus. 20 & FM HI. 2119, fol jows HI 2119 for 8. 7 1:11ies. Then tum right going NE for 

.5 miles to the Kirk et at Well No. 1. Then frQm Kirk et at No. 1 go .1 miles NE to gate, Go thru gate 
and continue along Ranch road .6 miles to fe~ce and bam. Then go N. along W side fence .5 miles 
and road turns Westerly, continue .4 miles to road Inter. Then go N. along Ranch road 1.2 miles. 
Location Is .1 miles West of road In thick brush. 

8/1/97 Day 1: Depth 644 ; Ftg. past 24 hrs. 604';Avg. ftlhr 26; Surface Rock; DRLG;; MW 9.0, Vis 36, Bit# 
1: 20"; RT; 18, 18, 18;WOB 50K; RPM 90; Cum. Hrs. 22 3/4; Cum. Ftg. 604; GO PZ 10, 5 1/2" 
X10;SPM 90/94; Pressure 1000; BHA: bit, x-over sub, shock sub, 1-10" DC, 3 pt. Reamer, 1-10" 
DC, 3 pt. Reamer, 3-10" OC's, x-over, 12-8"·DC's. Past 24 hrs. 22 3/4 hrs. drilling, 1 1/4 hrs. Totco. 
REMARKS: MIRU Norton Drilling Co., Rig i9. 7-26-97 thru 7-30-97. Spudded 20" surface hole@ 
6:00AM CST 7-31-97. J 

Dally Cost: $129,630 Cum. Cost: $129,630 

I 
8/2/97 Day 2: Depth 1,100 ; Ftg. past 24 hrs. 496';Avg. fllhr 32; Anhy.; Waiting on magnet. ;; MW 9.5, Vis 

34, Bit# 1: WOB SOK; RPM 90; Cum. Hrs. 371/2; Cum. Ftg. 1060; SPM 90; Pressure 1000; Dev. 1 
deg. @ 887'; 1 1/2 deg. @ 1100'. Past 24 hrs.: 14 3/4 hrs. dr1g., 1 hr. Totco, 1 hr. eire. hole, 4 3/4 
hrs. tripping, 2 1/2 hrs. Walt on magnet. 
Dally Cost: $8,845 Cum. Cost: $138,475 

8/3/97 Day 3: Depth 1,100 ; Ftg. past 24 hrs. O';Avg. ft/hr 0; Anhy; Cementing surface csg.;; Past 24 hrs.: 
1 hr. wait on magnet, 11 1/4 hrs. trip for cono, 3/4 hr. fish for cone, 8 hrs. running 16" surface csg., 1 
hr. eire. & work csg., 1/2 hr. RU Halliburton, '1 1/2 hrs. cement csg. 
Dally Cost: $53,365 ' Cum. Cost: $191,840 

I 
'd/4/97 Day 4: Depth 1,100 ; Ftg. past 24 hrs. O';Avg, ftlhr 0; Anhy; WOC;; MW 1 0.0, Vis 29, pH 1 0.0, Cl 

160,000, Bit# 2: 14 3/4" Sec. SS85, 18,18,18BHA: bit, shock :.;uh, 1 - 1 O" D.C., 3 pt. reamer, 1 - 1 O" 
D.C., 3 pt. reamer, 3- 9 1/2" DC's, X-over, 1!2- 8 3/4" DC's. Siz~ DP 5", No. DC's 17, 00 8 3/4", 9 
1/2", DC Length 542, DC wt. 62,000#. Past 24 hrs.: 1/2 hr. fln:sh cementing surface csg., 23 1/2 
hrs. woe. weld on "A" section & NU BOP. · 
Daily Cost: $10,585 Cum. Cost: $202,425 

I 

Casing: Ran 16" Surface Casing as foU~ws: 

Joir,ts ~an Joint Description 

2 

24 

16" Halliburton Notched Texas Pattern Shoe 
16", 75#, J-65, BTC, new API shoe joints 

~. 

16" Halliburton Float Collar 

' 16", 75#, J-65, BTC, new API casing 

Footage' 

1.30, 
85.86, 
1.60, 

930.92, 
26 joints T~tal Casing 1019.68' 

Less Above KB 4.68 ' 
Casing set ~ 1 015 ' 

Stopped two jts. off btm. to install eire. sweage. After installing sweage, could not 
mo,,e csg. Had full eire. but could not move csg. All attempts to move csg. were 
unsuccessful. Decided to cmt. csg. two jts. off btm. Ran centralizers In middle of first 
shw jt. and on collars of jts. #3,6,7. Halliburton cmt'd 2/710 sks. of PBCZ Cl. "C" cmt. 
containing 1/4#/sk. flocele mixled@ 12.8 ppg., yield 1.88 ft 3. Ft., mixing water 10.26 
gals./sk. followed by 275 sks. of PBCZ Cl. "C" cmt. containing 1/4#/sk. flocele mxed@ 
13.50 ppg., yield 1.63 ft 3. Ft., mixing water 8.37 gals./sk. Plug down to 930' w/500#@ 
6:30AM CST 8/3/97. Float held o.k. C!rc'd 60 sks. to the pit: 

8/5/97 Day 5: Uepth 1,464; Ftg. past 24 hrs. 449';.A.vg. fllhr 42; Salt & Anhydrite; DRLG;; MW 10, Vis 29, 
pH 9.5, Cl195000, Bit# 2: WOB 30-35K; RP.M 75; Cum. Hrs. 10 1/2; Cum. Ftg. 449; SPM 90/90; 
Pressure 1400; Dev. 2 deg. @ 1464'. Past 24 hrs. 4 hrs. PU BHA & TIH, 7 1/2 hrs. repairing flow 
nipple & flow line, 112 hr. test Hydril & manifold, 1 1/2 hr. dr1g. pluo & shoe jts. , 10 1/2 hrs. drfg. 
REMARKS: Tested surface casing, Hydril and manifold to 600# l ~r30 min., all held ok. 
Dally Cost: $71 ,825 Cum. Cost: $274,250 

Daly Drflng Wei History fon OATMAN From 11111920 through 4.13100 
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U.S. Postal Service 
CERTIFIED MAIL RECEIPT 

• (Donf'estic Mail Only; No Insurance Coverage Provided) 

cr ~------------~--------------~----------------~ 
1"­
D 
D 
D 

D 
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cO 
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Postage 

Certified Fee 

Return Receipt Fee 
(Endorsement Required) 

Restricted OeliVe<y Fee 
(Endorsement Required) 

s 

Postmarl< 
Here 

Total Postage & Fees $ ru 
~~~~--~--========~~~~~~~~~~~=; 
I"'-

-s;;;,;;i.":.ii>"t:"iio.; 
orPOBo" No. 
City. State, ZIP .. 4 

PS Fonn 3800, April 2002 See Reverse for Instructions 



Certified Mail Provides: 
• A mailing receipt 

• A unique Identifier for your mailpiece 

• A signature upon delivery 

• A record of delivery kept by the Postal Service for two years 

Important Reminders: 
• Certified Mall may ONLY be combined with First-Class Mall or Priority Mail. 

• Certified Mall Is not available for any class of International mail. 

• NO INSURANCE COVERAGE IS PROVIDED with Certified Mail. For 
valuables, please consider Insured or Registered Mail. 

• For an additional fee, a Return Receipt may be requested to provide proof of 
delivery. To obtain Return Receipt SBIVice, please complete and attach a Return 
Rece•pt (PS Form 3811) to the article and add applicable postage to cover the 
fee. Endorse mailplece "Retum Receipt Requested". To receive a fee waiver for 
a duplicate return receipt, a USPS postmark on your Certtfied Mall receipt Is 
required. 

• For an additional fee, delivery may be restncted to the addressee or 
addressee's authorized agent. Advtse the clerk or mark the mallpiece wtth the 
endorsement "Restnct&d Delivery". 

• If a postmat1< on the Certified Mall receipt Is desired, please present the artl· 
cle at the post office for postmat1<1ng. If a postmari< on the Certified Mall 
recetpt ts not needed, detach and affix label with postage and mall. 

IMPORTAN.T: Save this receipt and present II when making an Inquiry. 

PS Form 3800, April 2002 (Reverse) 1 02595·02-M-1 132 



TE XAS 

August 5, 2004 

CrownQuest Operating, LLC 
A TIN: Ms. Charlotte Mitchell 
303 W. Wall Street, Sui te 1400 
Mid land, TX 7970 1-51.26 

RE: State ofTexas Lease MF-099055 

Dear Ms. Mitchell: 

ERAL LA D OFFICE 
J ERRY PATTERSON, COMMISSIONER 

CERTIFIED MAIL 702 0860 0007 9386 6006 

Please be advised that CrownQuest continues to have an outstanding liability with the Texas General Land 
Office concerning the subject lease. Total revenue of $5,064.34, comprised of $ 1,512.36 in penalty and 
$3,55 1.98 in interest is still due. 

Additional royalty, totaling $8 ,940.08, associated with the subject lease was paid by Penwell Energy, prior 
lease operator, on June 28, 2004. CrownQuest!EnerQuest Oil & Gas Ltd. became the operator in January 
2003, assuming responsibility for the lease -

(i) including all liabilities, obligations, penalties, and the like incurred by any prior lessee, including 
liability to the state for unpaid roya lty; and, 
(ii) assume all obligations, liabilities, and consequences arising from all covenants, cond itions, and 
terms (whether express or implied) of the lease. 1 

GLO Attorney Wendell Smith contacted you regarding this matter previously; see enclosed letter. However, 
CrownQuest did not and has not responded. 

Please remit payment of$5,064.34 to this office by September 3, 2004. Ifyou have any questions, please call 
me at 512/463-6860. 

Energy Inspections Division 
Energy Resources 

Enclosures 

cc: Wendell Smith, Attorney, Texas General Land Office 

1 Texas Administrative Code, Title 3 1. Natural Resources and Conservation, Part I. General Land Office, Chapter 9, 
Exploration and Leasing of Oil and Gas, §9.8(c)(2)(g). 

Stephen F. Austin Building · 1700 orth Congress Avenue • Austin, Texas 78701-1495 

Post Office Box 12873 • Austin, Texas 78711-2873 

512-463-5001 • 800-998-4GLO 

www.glo.state. tx. us 
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TEXAS GENERA L LAND OFFKCE 

July 12, 2004 

Crownquest Operating LLC 
303 W. Wall Street, Suite 1400 
Mid land, TX 79701-5126 

Re: State Lease M-99055 

Dear Sir or Madam: 

JERRY PATTERSON, COMMISSIONER 

Your request for a waiver of penalties and interest has been forwarded to this office for review and presentation to 
the School Land Board. The School Land Board makes the fina l decision on all waiver requests. To that end the 
following criteria have been established for reviewing such requests: 

1. Was the error that led to the billing brought to the attention of the staff; and/or 
2. Is the reduction in conjunction with the resolution of an outstanding audit issue? 

I have not been presented with any information showing the applicability of either of the above to your situation. 
This billing was not generated as a result of Crownquest or Penwell Energy advising this office of a problem. Nor 
are there any outstanding audit issues being resolved. What we appear to have is the current and past operator 
disagreeing as to who should be responsible for paying the penalty and interest. Royalties totaling $8,940.08 have 
been paid, leaving $5,064.34 outstanding. 

Based on the above the staff recommendation to the School Land Board would be to deny the waiver request. 
However, should you have additional information that you feel should be taken into consideration, please forward the 
same to me at your earliest convenience. In the absence of any additional information I would ask that you remit the 
penalty and interest as soon as possible. 

Thank you, in advance for your prompt and courteous attention to this matter. 

Sincerely, 

~~ 
Wendell Smith, Attomey 
512-463-51 32 
512-463-631 1 (fax) 

Stephen F. Austin Building • 1700 North Congress Avenue · Austin, Texas 78701·1495 

Post Office Box 12873 · Austin, Texas 787 11·2873 

512-463-5001 • 800-998-4GLO 

www.glo.statc.tx.us 
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TE XAS ER A L L A 

November 4, 2004 

Larry Noble 
Pacesetter Energy Inc. 
3700 Forums Dr., Suite 104 
Flower Mound, TX 75028 

RE: Assignment filing; GLO 10 4866 

Dear Mr. Noble, 

J ERRY PATIERSO , COMMISSIO ER 

The General Land Office received the following instrument(s) and has filed 
them in the appropriate files. Please see attached "Exhibit A" for 
reference. 

Assignment and Bill of Sale, executed July 151
, 2004, from 

Enerquest Oil & Gas, ltd.; Fort Worth Royalty Company, Penroc 
Oil Corp., as Assignors, to Pacesetter Energy, Inc., as Assignee. 
MF099055. 

Filing fees of $0.00 were received in connection with the above lease. If you 
have any questions, please feel free to call me at (800) 998-4GLO, or at my 
direct number at (512) 463-6521 . 

Sincerely, 

~4-~ 
Beverly Boyd 
Mineral Leasing 
Energy Resources 
512-463-6521 

Stephen F. Austin Building • 1700 North Congress Avenue • Ausrin, Texas 78701 -1495 

Post Office Box 12873 • Austin, Texas 78711-2873 

512-463-5001 • 800-998-4GLO 

www.glo.state.tx.us 



Exhibit "A" 
GLO ID County Lease 

4866 Reeves MF099055 

Thursday, November 04, 2004 



(Oatman) 

ASSIGNMENT AND BILL OF SALE 

NOTICE OF CONFIDENTIALITY RIGHTS: IF YOU ARE A NATURAL PERSON, YOU 
MAY REMOVE OR STRIKE ANY OF THE FOLLOWING INFORMATION FROM THIS 
INSTRUMENT BEFORE IT IS FILED FOR RECORD IN THE PUBLIC RECORDS: YOUR 
SOCIAL SECURITY NUMBER OR YOUR DRIVER'S LICENSE NUMBER. 

STATE OF T EXAS § 
§ 
§ 

KNOW ALL MEN BY THESE PRESENT S 
COUNTY OF REEVES 

That, fo r and in cons ideration of the sum ofTen Dollars ($ 1 0.00) and other good and va luable consideration, the receipt 
and suffic ie ncy o f which a re hereby acknowledged, ENERQUEST OIL & GAS, LTD., a Texas limi ted partnership 
(" Ene rQuest"), whose address is P . 0 . Box 111 50, Midland, Texas 79702; FORT WORTH ROYALTY COMPANY 
("Fort Worth") whose address is 13 15 West IO'h Street, Fort Worth, Texas 76102-3437 and PENROC Oll1 
CORPORATION ("Penroc") whose address is P. 0. Box 2769, llobbs, New Mex ico 88241 (EnerQuest, Fort Worth 
and Pe nroc he re ina fter co llec tively referred to as " Ass igno r"), subject to the reservation contained he re in, do hereby 
grant, bargain, sell, transfer, assign, convey a nd del ivt:r unto 

.) Tl { 
,( I -L I [ I}{ I IJ ~~ , , I(' 
I ( tl •l i.S I) . 

1 
..> l c 1(£'\ 

<) 

(here in ca lled "Assignee"), subject to a ll of the provis ions hereof a nd a ll acreage, depth and oth er limitations, if any, set 
forth on Exhibit "A" attached here to and made a part hereof, all of the fo llowing {here in called collectively the 
"Inte rests"): 

I. A ll o f Assignor's right , title and interest in and to the entire esta tes created by the o il, gas and mineral 
leases described in Exhibit " A" (here in called the "Leases"), and Assignor's interest in the land covered 
the reby (he re in called the "Land"), together with all prope rty a nd rights inc ident thereto, inc luding a ll 
rights in, to and under a ll agreements, produc t purchase and sales contrac ts, leases, permits, rights-of­
way, easements, licenses, farmouts, options and orders directly re lating thereto, insofar only to the 
extent the same relate directly to the Leases and La nd and a re assignable or partia lly assignable; 

2. All o f Assignor's right, tit it: and interest in a nd to the we ll(s) and wellbore(s); 

3. All o f Assignor's right , title and interest in and to all unitization, pooling a nd operating agreements, 
and the units c reated thereby, including a ny and a ll units fo rmed under orders, regulations, na les and 
o ther official acts of any governmental authority having requis ite j urisdiction, together with any right, 
title and interest o f Assignor crea ted the reby in the Land, insofar only to the exte nt the same re la te 
d irectly to the Leases and Land and are assignable o r pa rtially assignable. 

4. Assignot grants and convt:ys hen: by to Assig nee, full right of subrogation with respect to warranties 
nanning in favor o f Assignor. 

Assignor St>ecitically excepts from this Assignment a nc.l reser ves u nto Assignor and Assignor's successors and 
assigns, a ny and a ll overriding royalty interests, surface fcc interests, fcc mine ra l interests and/or royally intcrc!>ts 
owned by Assignor in the Leases and/o•· Land . Any inte r est r eserved h ereunde r sha ll be owned by the parties 
compr ising Assign or in t he ma nner tha t said parties <;urrently own the interest w hich is being reserved, if a ny. 

AnytJ1ing to the contrary contained he re in notwiths tanding, the Interests sha ll not cover or inc lude any seismic, 
geophysical o r o the r s imi lar information o r data. 

Assignee, by its acceptance hereof, unde rs ta nds and agrees to the fo llowing provis ions: 

I. ASSIGNOR MAKES NO WARRANTY, EXP RESS OR iMPLIED, AS TO TITLE TO THE 
INTERESTS. ASSIGNO R MAKES NO REPRESENTATION OR WARRANTY O F ANY 
KIN D WHATSOEVER W IT H R ESPECT TO T H E QUANTITY, QUALITY, C ONDIT ION, 
SIZE, WEIG HT, SERVICEABILITY OR ANY OTHER ASPEC T OF T H E WELLS, 
WELLBOR ES, FIXTURES, EQU IPMENT OR OTHER PERSONAL PROPERTY iNCLUDED 
AMONC T H E INTERESTS, W HIC II ARE BEINC C ONVEYED HEREBY TO ASSIGNEE AS 
IS, W HERE IS, AND WITH ALL FAULTS AND DEFEC TS AND IN THEIR PRESENT 
CONDIT ION AND STATE OF REPA IR. ASSIGNOR S P EC IFICALLY DISCLAIMS, 

Sale 193C 
Lot No. 27t 
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(Oatman) 

WITHOUT LIM ITATION, ALL WARRANTIES OF MERCHANTABILITY, FITNESS FOR 
A PARTICULAR PURPOSE AND ANY REPRESENTATIONS OR WARRANTIES, EITHER 
EXPRESS OR IMPLI ED, THAT THE INTERESTS, OR ANY PORTION THEREOF, ARE IN 
COMPLIANCE WITH ANY FEDERAL OR STATE ENVIRONMENTAL RULES OR 
REGULATIONS. 

2. TO THE FULLEST EXTENT PERMITTED BY APPLICABLE LAW, ASSIGNEE AGREES 
TO INDEMNIFY, PROTECT, DEFEND AND HOLD HARMLESS ASSIGNOR, ITS 
PARTNERS AND ASSIGNORS AND IT PARTNERS' LEGAL REPRESENTATIVES, 
AGENTS, ATTORNEYS IN FACT, AFFILIATED COMPANIES, DlRECTORS, OFFICERS, 
STOCKHOLDERS, EMPLOYEES, HEIRS, SUCCESSORS AND ASSIGNS 
(" INDEMNITEES") FOR, FROM AND AGAINST ANY AND ALL CLAIMS, LOSSES, 
DAMAGES, LIABILIT IES, LIENS, FINES, PENALTIES, CAUSES OF ACTION, SUITS, 
C HARGES, J UDGMENTS, ADMINISTRATIVE ORDERS, REMEDIATION 
REQUIREMENTS, ENFORCEMENT ACTIONS OF ANY KIND, AND ALL COSTS AND 
EXPENSES INCURRED IN CONNECTION THEREWITH (INCLUDING, BUT NOT 
LIMITED TO, ATTORNEYS' FEES AND EXPENSES, INCLUDING ALL AlfORNEY'S 
FEES AND EXPENSE INCURRED BY ASSIGNOR IN ENFORCING THIS INDEM NITY) 
OF ANY NATURE, KIND OR DESCRIPTION OF ANY PERSON OR ENTITY, DIRECTLY 
OR INDIRECTLY ARISING OUT OF, CAUSED BY OR RESULTING FROM (IN WHOLE 
OR IN PART), OWNERSHIP, POSSESSION, CONTROL AND/OR OPERATION OF THE 
INTERESTS, WHETHER BY ASSIGNOR OR ASSIGNEE, OR, ANY ACT OR OMISSION 
OF ASSIGNOR, ASSIGNEE, ANY SUBCONTRACTOR, ANYONE DIRECTLY OR 
INDIRECTLY EMPLOYED BY THEM, OR ANYONE THAT THEY CONTROL OR 
EXERCISE CONTROL OVER WHETHER OCCURRING BEFORE OR AFTER THE 
EFFECTIVE DATE HEREOF, (COLLECTIVELY, " LIABILITIES"), EVEN IF SUCH 
LIABILITIES ARISE FROM OR ARE AlfRIBUTED TO THE SOLE OR CONCURRENT 
NEGLIGENCE OF ASSIGNOR. IN THE EVENT OF FAILURE BY ASSIGNEE TO FULLY 
PERFORM IN ACCORDANCE WITH THIS INDEMN IFICATION PARAGRAPH, 
ASSIGNOR AT ITS OPTION, AND WITHOUT RELIEVING ASSIGNEE OF ITS 
OBLIGATIONS HEREUN DER, MAY SO PERFORM, BUT ALL COSTS AND EXPENSES 
SO INCURRED BY ASSIGNOR IN THAT EVENT SHALL BE REIMBURSED BY 
ASSIGNEE TO ASSIGNOR, TOGETHER WITH INTEREST ON THE SAME FROM THE 
DATE ANY SUCH EXPENSE WAS PAID BY ASSIGNOR UNTIL REIMBURSED BY 
ASSIGNEE, AT THERA TE OF INTEREST PROVIDED TO BE PAID ON JUDGEMENTS, 
BY THE LAW OF TilE JURISDICTION TO WHICH THE INTERPRETATION OF THIS 
AGREEMENT IS SUBJECT. T HIS INDEMNIFICATION SHALL NOT BE LIMITED TO 
DAMAGES, COMPENSATION OR BENEFITS PAY ABLE UNDER INSURANCE POLICIES, 
WORKERS' COM PEN SA TION ACTS, DISABILITY BENEFIT ACTS OR OTHER 
EMPLOYEES' BENEFIT ACTS. THIS INDEMNITY IS INTENDED TO ALLOCATE 
RESPONSIBILITY BETWEEN ASSIGNOR AND ASSIGNEE, AMONG OTHER THINGS, AS 

ONTEMPLATED BY SECTION 107(E)(I) OF CERCLA AND ANY SUCCESSOR 
FEDERAL STATUTE, RULE OR REGULATIONS OR COMPARABLE STATE STATUTE, 
RULE OR REGULATION. 

3. IN THE EVENT, AND ONLY IN T HE EVENTTHATTHE INDEMNITY PROVISIONS IN 
THE PRECEDING PARAGRAPH (2) ARE DECLARED VOID, OR OTHERWISE ARE 
UNENFORCEABLE, THEN, TO THE FULLEST EXTENT PERMITTED BY APPLICABLE 
LAW, ASSIGNEE AGREES TO INDEMNIFY, PROTECT, DEFEND AND HOLD 
HARMLESS INDEMNITEES FOR, FROM AND AGAINST THE LIABILITIES, EVEN IF 
SUCH LIABILITIES ARISE FROM OR ARE ATTRIBUTED TO THE SOLE OR 

ONCURRENT NEGLIGENCE OF AS IGNOR. IN THE EVENT OF FAILURE BY 
ASSIGNEE TO FULLY PERFORM IN ACCORDANCE WITH TH IS INDEMNIFICATION 
PARAGRAPH, ASSIGNOR AT ITS OPTION, AND WITHOUT RELIEVING ASSIGNEE OF 
ITS OBLIGATIONS HEREUNDER, MAY SO PERFORM, BUT ALL COSTS AND 
EXPENSES SO INCURRED BY ASSIGNOR IN THAT EVENT SHALL BE REIMBURSED 
BY ASSIGNEE TO ASSIGNOR, TOGETHER WITH INTEREST ON THE SAME FROM 
THE DATE ANY SUCH EXPENSE WAS PAID BY ASSIGNOR UNTIL REIMBURSED BY 
ASSIGNEE, AT THE RATE OF INTEREST PROVIDED TO BE PAID ON JUDGEMENTS, 
BY T HE LAW OF THE JURISDICTION TO WHICH THE INTERPRETATION OF THIS 
AGREEMENT I SUBJECT. THIS INDEMNIFICATION SHALL NOT BE LIMITED TO 
DAMAGES, COMPENSATION OR BENEFITS PAY ABLE UNDER INSURANCE POLICIES, 
WORKERS' COMPEN ATION ACTS, DISABILITY BENEFIT ACTS OR OTHER 
EMPLOYEES' BENEFIT ACTS. TH IS INDEMNITY IS INTENDED TO ALLOCATE 
RESPONSIBILITY BETWEEN ASSIGNOR AND ASSIGNEE, AMONG OTHER THINGS, AS 

ONTEMPLATED BY SECTION 107(E)(l) OF CERCLA AND ANY SUCCESSOR 
FEDERAL STATUTE, RULE OR REGULATIONS OR COMPARABLE STATE STATUTE, 
RULE OR REGULATION. IN ORDER TO SUPPORT THESE INDEMNITY OBLIGATIONS 
TO THE EXTENT THAT THEY ARE APPLICABLE TO LIABILITIES ARISING FROM OR 
ARE ATTRIBUTED TO THE NEGLIGENCE OF ASSIGNOR, ASSIGNEE SHALL OBTAIN 
AND MAINTAIN AT ITS OWN EXPENSE INSURANCE EQUAL TO THE GREATER OF (1) 

• • •••••• • • • • • • • • • • • • • • • • • • • • • • • • •• • • • • 
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$500,000 OR (2) THE MAXIMUM AMOUNT AUTHORIZED BY LAW. THE INSURANCE 
PROVIDED IN SUPPORT OF THESE INDEMNITY OBLIGATIONS SHALL IN NOWAY 
LIMIT ASSIGNEE'S INDEMNITY OBLIGATION. 

4. Assignee is an experienced and knowledgeable investor in oil and gas properties and has the financial 
and business expertise to evaluate the merits and risks of the transactions covered by this Assignment 
and Bill of Sale. Assignee acknowledges that it has had the opportunity to seek the advice of persons 
it deemed appropriate concerning the consequences ofU1e provisions of this Assignment and Bill of 
Sale. 

5. Subject to the other provisions hereof, Assignee shall assume full liability and responsibility from and 
after U1e Effective Date of this Assignment and Bill of Sale for any wells located on the Leases as the 
same pertain to the Interests assigned by Assignor to Assignee hereunder and for the operating and/or 
plugging and abandonment of such wells. 

6. Assignee shall pay all Ad Valorem taxes assessed against the Leases and Land from and after January 
I, 2004, insofar only as such Ad Valorem taxes are applicable to or pertain to the Interests assigned by 
Assignor to Assignee hereunder, the production therefrom and the wells, wellbores, fixtures, 
equipment and other personal property therein and thereon or used and obtained in connection 
therewith. 

7. T his Assignment and Bill of Sale is specifically made subject to all royalties, overriding royalties, 
payments out of production, oil payments and other similar interests, burdening the Leases and/or 
Land, if any of record on the date hereof, and Assignee shall bear and asstune the responsibility for any 
such burdens. This Assignment and Bill of Sale is further made subject to the terms, conditions and 
provisions of any agreements to which the Leases, Land, pellTli ts, rights-of-way, easements and 
licenses assigned hereby may be subject, if any, whether or not of record, and Assignee shall comply 
with all the terms, conditions and provisions of any such agreements. Assignee shall assume and 
perform all valid obligations of Assignor accruing after the Effective Date of this Assignment and Bill 
of Sale under or in respect of the interests and rights assigned hereunder. 

8. Immediately following the execution of this Assignment and Bill of Sale, Assignee shall secure all 
lease and operating bonds, permits and other similar documents necessary to operate the Interests 
which may be required by any federa l, State or local governmental authority having requisite 
jurisdiction over the Interests. Further, Assignee shall conduct all operations on the Interests in 
accordance with all applicable laws, rules and regulations. 

9. Assignee acknowledges that it has had the opportunity to fu lly and completely inspect all 
environmental and other conditions relating to the Land. 

I 0. Assignee shall pay all taxes occasioned by the sale of the Interests and all documentary, filing and 
recording fees required in connection with the filing and recording of this Assignment and Bill of Sale 
or any other types of conveyances related thereto. 

II . Refunds to which Assignor may become entitled pursuant to overpayments made to royalty interest 
owners, overriding royalty interest owners, net profits interest owners, production payment owners or 
working interest owners (herein called collectively the "Owners") which are discovered by Assignee 
within one ( l ) year from the efTective date of this Assignment shall remain the property of Assignor. 
ln this regard, immediately after Assignee obtains knowledge of any such refunds, Assignee shall use 
best efforts to recoup the appropriate amount(s) from any such Owners by wiiliholding ilie appropriate 
amounts from any payments made to such Owners or by abstaining from making any payment to such 
Owners, as the case may be. Any such refw1ds received or recouped by Assignee after the Effective 
Date of this Assignment and Bill of Sale and applicable to the period prior to the Effective Date of th is 
Assignment and Bill of Sale shall constitute trust funds in the hands of Assignee for the benefit of 
Assignor, and Assignee shall promptly remit to Assignor the amount thereof. Assignee shall not, 
wi thout the prior written approval of·Assignor, take any action or agree to any compromise of 
settlement wi th such Owners which would diminish or reduce in any manner the amount of the refunds. 
Assignee shall promptly furnish Assignor copies of all correspondence to or from such Owners relating 
to such refunds. 

12. Pursuant to the terms oflhe applicable operating agreements or by operation oflaw, the other working 
interest owners in the Leases may owe certain amounts of money to Assignor which relate to the 
period of time prior to the Effective Date of this Assignment and Bill of Sale. Assignor's claim or right 
to such money which is discovered by Assignee within one ( I) year from the Effective Date of th is 
Assignment, does not constitute part of the Interests and shall remain the property of Assignor. 
Assignor hereby reserves any and all rights necessary to prosecute such claim or right to the fu llest 
extent possible, including all accrued rights under the applicable operating agreements and 
amendments thereto, or by operation of law. Immediately after Assignee obtains knowledge of any 
such claim or right by Assignor, Assignee shall use best efforts to recoup the appropriate amount(s) 
from any working interest owner against whom Assignor may assert a claim or right as provided for 
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herein, or abstain from making any payment to such working interest owner as the case may be. Any 
funds received or recouped by Assignee or which Assignee abstains from paying after the Effective 
Date of this Assignment and Bill of Sale pursuant to a claim of Assignor hereunder shall constitute 
trust funds in the hands of the Assignee for the benefit of Assignor, and Assignee shall promptly remit 
to Assignor the amount thereof. Assignee shall not, without the written approval of Assignor, take any 
action or agree to any compromise or settlement with such working interest owner(s) which might 
diminish or reduce in any manner the amount of Assignor's claim or right to funds as set forth herein, 
or the recoupment provided for herein. Assignee shall promptly furnish Assignor copies of all 
correspondence to or from the working interest owners relating to such recoupment. Furt11er, Assignor 
shall have the same rights as Assignee has under applicable operating agreements to audi t the books 
and records of the operators of the Interests, and Assignor shall be entitled to collect from such 
operators all amounts claimed due for any period of time prior to the Effective Date of this Assignment 
and Bill of Sale as a result of such audits. 

TO HAVE AND TO HOLD the Interests, together with all and singular the rights and appurtenances thereunto and in 
anywise belonging unto Assignee, its heirs and executors, successors and assigns, forever; and with full substitution and 
subrogation of Assignee, and all persons or entities claiming by, through and under Assignee, in and to all covenants, 
warranties and indemnities given or made by Assignor's predecessors in title and with full subrogation of all rights 
accruing under applicable statutes of limitation or prescription and all rights of action of warranty against all fonner 
owners of the Interests. 

All subsequent conveyances or assignments of the Interests, in whole or in part, shall incorporate the covenants and 
limitations identical in substance to the foregoing for Assignor's continuing benefit, and shall similarly bind Assignee's 
successors and assigns. 

References in this Assignment and Bill of Sale, including use of a pronoun, shall include, where applicable, 
masculine, feminine, singular or plural individuals or legal entities. 

In the event of a dispute between the parties hereto in connection with this Assignment and Bill of Sale, the 
prevai ling party in the resolution of such dispute, whether by litigation or otherwise, shall be entitled to full recovery of 
reasonable attorney's fees, costs and expenses incurred in connection therewith, including costs of court, against the non­
prevailing party. 

This Assignment and Bill of Sale shall be binding upon and inure to the benefit of the parties hereto and their 
respective successors and assigns, and the covenants hereof shall run with the land. 

This Assigrunent and Bill of Sale may be executed in any number of counterparts by the parties hereto and may 
be assembled into one document for recording purposes. Each counterpart hereof shall be deemed to be an original 
instrument binding upon each Assignor executing the same, but all such counterparts shall constitute but one assignment. 

- I)'J WTTNESS WIIEREQF, this Assignment and Bi ll of Sa le is executed this I '7 .f- day of 
- ,l ./ , 200_ t.V __ , but is effective as of August I , 2004 at 7:00a.m. (hereinabove referred to as the 

"Effective D te"). 

• • ••• ••• • • • • • ••• • • • • • • • • • • • . • • • •• •• . • • . 

ASSIGNOR: 

ENERQUEST OlL & GAS, LTD. 
By: EnerQuest Property Managem nt, LLC, 

ra Partner 

B y:_-P-J..:;I'£-..>.L::-f-""""~f++Jf-t----
Name: 
Title: 

FORTH WORTH ROYALT 

By: _ __________ _ 
Name: _____________ _ 
Tit le: _____________ _ 

PENROC OIL CORPORATION 

Dy: ____________ _ 
Name: _____________ _ 
Title: _____________ _ 
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ASSIGNEE: 

" 
i Jt ' c- ' <" .< · ·I \ ...... 1 l 11 r 1 1 , , I 1· 'r 

J I 

By .a~dll!LJ~~ 
r;ch(. 1 L L 1~ !. 1( (·, , c\ .JJ_ \ ~ t<_.. tr\r· ,,\ 

ACKNOWLEDGEMENTS 

STATE OF TEXAS 

COUNTY OF MIDLAND 

The foregoing instrument was acknowledged before me th is ) tl day of j ,/vi , 2004, by Robert W. 
f/ loyd, President of EnerQuest Property Management, LLC, a Texas limited liabi li~as General Partner of 
EnerQuest Oil & Gas, Ltd., a Texas limited partnership, on behalf of said limited liabi lity company and said limited 
partnership. 

STATE OF TEXAS 

COUNTY OF---- --

} 
} 
} 

The foregoing instrument was acknowledged before me this ____ day of , 2004, by 

------------- of Fort Worth Royalty Company, a 
_______ corporation, on behalf of said corporation. 

Notary Public Signature 

STATE OF NEW MEXICO 

COUNTY OF LEA 

The foregoing instrument was acknowledged before me this day of _____ _ , 2004, by 
--------------' ____________ ofPenroc Oil Corporation, a _____ _ 
corporation, on behalf of said corporation. 

Notary Public Signature 
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here in, or abstain from making any payment to such working interes t owner as the case may be. Any 
funds received or recouped by Assignee or which Assignee abstains from paying after the Effective 
Date of this Assignment and Bill of Sale pursuant to a claim of Assignor hereunder shall constitute 
trust funds in the hands of the Assignee for the benefit of Assignor, and Assignee shall promptly remit 
to Assignor the amount thereof. Assignee shall not, without the written approval of Assignor, take any 
action or agree to any compromise or settlement with such working interest owner(s) which might 
diminish or reduce in any manner the amount of Assignor's claim or right to funds as set forth here in, 
or the recoupment provided for herein. Assignee shall promptly furnish Assignor copies of a ll 
correspondence to or from the working interest owners relating to such recoupment. Further, Assignor 
shall have the same rights as Assignee has under applicable operating agreements to audit the books 
and records of the operators of the Interests, and Assignor shall be entitled to collect from such 
operators a ll amounts c laimed due for any period of time prior to the Effective Date of this Assignment 
and Bill of Sale as a result of such audits. 

TO HAVE AND TO HOLD the Interests, together with all and s ingular the rights and appurtenances thereunto and in 
anywise be longing unto Assignee, its he irs and executors, successors and assigns, forever; and with full substitution and 
subrogation of Assignee, and a ll persons or entities c laiming by, through and under Assignee, in and to all covenants, 
warranties and indemnities give n or made by Assignor's predecessors in title and with fu ll subrogation of all rights 
accruing under applicable s tatutes of limitation or prescription and all rights of action of warranty aga inst all former 
owners of the Interes ts. 

All subsequent conveyances or ass ignments of the Inte rests, in whole or in part, shall incorporate the covenants and 
limitations identical in substance to the foregoing for Assignor's continuing benefit, and shall similarly bind Assignee's 
successors and assigns. 

References in this Assignment and Bill of Sale, including use of a pronoun, sha ll include, where applicable, 
masculine, feminine, s ingular or plural individuals or legal entities. 

In the event of a dispute between the parties hereto in connection with this Assignment and B ill of Sale, the 
prevailing party in the resolution of such dispute, whether by litigation or otherwise, shall be entitled to full recovery of 
reasonable attorney's fees, costs and expenses incurred in connection therewith, including costs of court, against the non­
prevailing party. 

This Assignment and Bill of Sale shall be binding upon and inure to the benefit of the parties hereto and their 
respective successors and assigns, and the covenants hereof shall run with the land. 

This Assignment and Bill of Sale may be executed in any number of counterparts by the parties here to and may 
be assembled into one document for recording purposes. Each counterpart hereof sha ll be deemed to be an original 
ins trument binding upon each Assignor executing the same, but all such counterparts shall constitute but one assignment. 

lN WITNESS WHEREOF, this Assignment and Bill of Sale is executed this -:~ '0 ~'-.... day of 
-\ .._ .... .__ .._ , 200 ..:::!____, but is effective as of August I , 2004 at 7:00 a.m. (here inabove referred to as the 

"Effective Da te"). 

• • ••• ••• • • • • • • ••• • • • • • • • • • • • • • • • • • •• •• • • • • • 

ASSIGNOR: 

• ... 
• • • • • • • • • • • 

ENERQUEST OIL & GAS, LTD. 
By: EnerQuest Property Management, LLC, 

its General Partner 

By: ___________ _ 

Name: 
Title: 

Robert W. Floyd 
President 

FORTI-I WORT H ROYALTY COMPANY 

By: _________ __ _ 

Name: ____ _________ _ 
T itle: _____________ _ 

PEN ROC OIL C ORPORATION 

j-
"::L':"<..L.J..I.Jil.LL.L>=..::..=-"'~j.J.ll-............. ::==o<:=-> AN r 
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ASSIGNEE: 

By: ____________ _ 

ACKNOWLEDGEMENTS 

STATE OF TEXAS 

COUNTY OF MIDLAND 

The foregoing instrument was acknowledged before me this day of , 2004, by Robert W. 
Floyd, President of EnerQuest Property Management, LLC, a Texas limited liability company, as General Partner of 
EnerQuest Oil & Gas, Ltd., a Texas limi ted parmership, on behalf of said limited liability company and said limited 
partnershjp. 

Notary Public Signature 

STATE OF TEXAS 

COUNTY OF _____ _ 

T he foregoing instrument was acknowledged before me this ____ day of , 2004, by 

-------------::-'' ----,-------,------- of Fort Worth Royalty Company, a 
______ corporation, on behalf of said corporation. 

Notary Public Signature 

STATE OF NEW MEXICO 

COUNTY OF LEA 

The foregoing instrument was acknowledged before me this B 0 ~ day oU() J..l ~ , 2004, by 
N'Qlrfv.JWS) ~~J M I?IU.HI=f~ -p~u~ }::taN r: ofPenroc Oil Corporation, a _-....... l .c=e:...::'i:L..A:...oS.____ 

corporation, on behalf of said corporation.' 

~b~~ 
Mr C!~lSS/oN t ~Pt rzEs: MA'f zsl we"' 

'• . ,J 
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herein, or abstain from making any payment to such working interest owner as the case may be. Any 
funds received or recouped by Assignee or which Assignee absta ins from paying after the Effective 
Date of this Assignment and Bill of Sale pursuant to a claim of Assignor hereunder shall constitute 
trust funds in the hands of the Assignee for the benefit of Assignor, and Assignee shall promptly remit 
to Assignor the amount thereof. Assignee shall not, without the written approval of Assignor, take any 
action or agree to any compromise or settlement with such working interest owner(s) which might 
diminish or reduce in any manner the amount of Assignor's claim or right to funds as set forth herein, 
or the recoupment provided for herein. Assignee shall promptly furnish Assignor copies of all 
correspondence to or from the working interest owners relating to such recoupment. Further, Assignor 
shall have the same rights as Assignee has under applicable operating agreements to audit the books 
and records of the operators of the Interests, and Assignor shall be entitled to collect from such 
operators all amounts claimed due for any period of time prior to the Effective Date of this Assignment 
and Bill o f Sale as a result of such audits. 

TO HAVE AND TO HOLD the Interests, together with all and singular the rights and appurtenances thereunto and in 
anywise belonging unto Assignee, its heirs and executors, successors and assigns, forever; and with full substitution and 
subrogation of Assignee, and all persons or entities claiming by, through and under Assignee, in and to all covenants, 
warranties and indemnities given or made by Assignor's predecessors in title and with full subrogation o f all rights 
accruing under applicable statutes of limitation or prescription and all rights of action of warranty against all f01mer 
owners of the Interests. 

All subsequent conveyances or ass ig;unents of the Interests, in whole or in part, shall incorporate the covenants and 
limita tions identical in substance to the foregoing for Assigno r's continuing benefit, and shall similarly bind Assignee's 
successors and assigns. 

References in this Assignment and Bill of Sale, including use o f a pronoun, shall include, where applicable, 
masculine, feminine, singular or plural individuals or legal entities. 

In the event of a dispute between the parties hereto in connection with this Assignment and Bill of Sale, the 
prevailing party in the resolution o f such dispute, whether by litigation or otherwise, shall be entitled to full recovery of 
reasonable attomey's fees, costs and expenses incurred in cormcction therewith, including costs of court, against the non­
prevailing party. 

This Assignment and Bill of Sale shall be binding upon and inure to the benefit of the parties hereto and tht'ir 
respective successors and assigns, and the covenants hereof shall run with the land. 

This Assigmnent and Bill of Sale may be executed in any number of counterparts by the parties hereto and may 
be assembled into one document for recording purposes. Each counterpart hereof shall be deemed to be an original 
instrument binding upon each Assignor executing the same, but a ll such counterparts shall constitute but one assignment. 

t ... t,)·!· .. 

IN WITNESS WHEREOF, this Assignment and Bill of Sale is executed this ' - day of 
~ .._ :, . , , 200 q , but is effective as of August 1, 2004 at 7:00 a.m. (hereinabove referred to as the 

"Effective Date';). 

• • ••• ••• • • • • • ••• • • • • • • • • • • • • • • • •• •• • • • • 
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ASSIGNOR: 

••• • • • • • • • • • • 

ENERQUEST OIL & GAS, LTD. 
By: EnerQuest Property Management, LLC, 

its General Partner 

By: ___________ _ 

Name: 
Title: 

Robert W. Floyd 
President 

FORT'/ WORT ROYALTY COMPANY 

0/ 
B y: _ ____,~-+-''-'--__.:::::::.-/""""";f--.-,........_."""-fc=--

PEN ROC OIL CORPORATION 

By: _ __________ _ 

Name: ________ ___ ___ _ 
T itle: _________ ____ _ 
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ASSIGNEE: 

By: ______ _____ _ 

ACKNOWLEDGEMENTS 

STATE OF TEXAS 

COUNTY OF MIDLAND 

The foregoing instrument was acknowledged before me this day of , 2004, by Robert W. 
Floyd, President of EnerQuest Property Management, LLC, a Texas limited liability company, as General Partner of 
EnerQuest Oil & Gas, Ltd., a Texas limited partnership, on behalf of said limited liability company and said limited 
partnership. 

STATE OF TEXAS 

COUNTY OF T / ( i-1.. J 
} 
} 
} 

Notary Public Signature 

L""" T.h e fore&o~ instrwpent was ooknowl; dged befo'g"": t!Us / ; I 
">/:-'4'.1..,. ( '.,?, ; ,,., 1/ · , 1~ 7v1/AJ £,chJ/o 

R1- ·, r r n?a. ,.< , / e77:Em, on behalf of said corpol'at-i~n: J / 
0 ~ rf"' ''J~- / ~~\ lA •')/'' f; r :.-•-v·f' -:.~c .. , ···u 

.• ·1' • VI' I , , I I 'll ; ,::y:.. • .. I;~ ' t\; ~l.. 

iJ:' ...-(~1):.,.- \* ''JTAR t . U8LIC 
*· • ; .:1te ,f Texas .. ' .... ·~\ = 02-13-Lt;OS l 

C"r ~ • ..... 

STATE OF NEW MEXICO 

COUNTY OF LEA 

I 

day of y'~ j. ~ , 2004, by 
of Fort Worth RCCalty Company, a 

The foregoing instrument was acknowledged before me this day of------ , 2004, by 
--------------' ______ _ _____ ofPenroc Oil Corporation, a _____ _ 
corporation, on behalf of said corporation. 

• • • • • ••••• • • • • • • • • • • 

••• ••• • ••• • • • • • • • • • • • • • • • • •• •• • • •• • • • • 

Notary Public Signature 
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COUNTY OF I.\( I I I I ··~ 

(Oatman) 

The foregoing instrument was a~lmowledged before me this 
Q ( h\'' r· 1 L l) ) , II ( ll (I IC. \ ) (C J\ ( I t 1 ') -\ 

a corporatio'n, on behalf of said corpor-ation. 

I '1 -\ I day of \ , '\ ' I 
of P(<('t <.>C I I e I r I )~ I (~ y , 2004, by 

[ , )( 

NANCY BRASFIELD 
Notary Public, State of Texas 

My Commission Expires 
March 19. 2008 

STATE OF T EXAS 

COUNTY OF __________ _ 

vnOJY'{!_£ 
Notary Public~ 

The foregoing instrument was aclmowledged before me this ____ day of ______ , 2004, by 
_____________ __ _ _ _ ________ of _____________ _ ~ 

a as General Partner of ______ ______ ___ __, 

a limited partnership, on behalf of said------------------
and said limited partnership. 

Notary Public Signature 

STATE OF TEXAS 

COUNTY Of __________ _ 

The foregoing instrument was aclmowledged before me this ____ day of _ _____ , 2004, by 

Notary Public Signature 

Sale 19JC 
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Book PaQe 
575 449 

575 506 

575 553 

575 599 

574 411 

574 414 

574 417 

574 802 

EXHIBIT A 

Date Lessor Lessee Descriotion 
5/15/1997 Carolyn C. Oatman, Trustee of the Penwell Energy, Inc. East half and Northwest quarter of Section 6, Block 54, Township 5, T&P Ry. Co. Survey, 

Carolyn C. Oatman Trust u/w/o Mabel Reeves County, Texas 
Clark Reed 

5/15/1997 Rita Reed George, ssp Penwell Energy, Inc. East half and Northwest quarter of Section 6, Block 54, Township 5, T&P Ry. Co. Survey, 
Reeves Coun!)', Texas 

5/15/1997 Warren Malcolm Clark, as Trustee of Penwell Energy, Inc. East half and Northwest quarter of Section 6, Block 54, Township 5, T&P Ry. Co. Survey, 
the Warren Maloclm Clark Trust Reeves County, Texas 
u/w/o Mabel Clark Reed 

5/15/1997 W .W . Oatman Penwell Energy, Inc. East half and Northwest quarter of Section 6, Block 54, Township 5, T&P Ry. Co. Survey, 
Reeves County, Texas 

4/4/1997 John C. Harris, Ill, ssp Penwell Energy, Inc. South half of Southwest quarter of Section 6, Block 54, Township 5, T&P Ry. Co. Survey, 
Reeves County, Texas 

--
4/4/1997 Angela H. Caughlin, ssp Penwell Energy, Inc. South half of Southwest quarter of Section 6, Block 54, Township 5, T&P Ry. Co. Survey, 

Reeves County, Texas 

4/4/1997 Mary C. Grimaldo, ssp Penwell Energy, Inc. South half of Southwest quarter of Section 6, Block 54, Township 5, T&P Ry. Co. Survey, 
Reeves County, Texas 

4/4/1997 Bobbie G. Pirtle, ssp Penwell Energy, Inc. North half of Southwest quarter of Section 6, Block 54, Township 5, T&P Ry. Co. Survey, save 
and except the West 1/3 of the N/2 SW/4 & East 1/3 of N/2 SW/4 of Section 6 

Page 1 of 1 
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Certifin te of Record 

2 ~ · Q L Record1ng Fee 

__,/f-1£2~·-o_o_~d 9 ?PI' F&6 I~Y)d.. 
_4-~-~.:::0.,w-• o_o __ Total Paid 

ANY PROVISION HEREIN WHICH RESTRICTS THE 
SALE. RENTAL. OR USE OF THE DESCRIBED REAL 
PROPERTY BECAUSE OF COLOR OR RACE IS INVALID 
AND UNENFORCEABLE UNDER FEDERAL LAW. 

SIM Inc .. Dallas 1-800-648-7022 

00174 8 

COMPARED 

THE STATE OF TEXAS, } 
COUNTY OF REEVES. } 

I, hereby certify that th1s Instrument wnh 1ls r:er' "!:-.c. o• a ,, .• wa. r.l !-.C 
date and at the t1me stamped hereon and was c,..,h .. ~rcr·IDE'D 1n the OFFICIAL P• ;H, 

RECORDS of Real Property of Reeves County. Texcs ;.. < ono~; d leod. 

OPR VOL. 681 PAGE __ 7.._.1"'-4..___ OAT[ Rt.CORDED 7/27/200f!_ 
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GENER.A~L L r\ND OIFF KCE 
]£RRY PAITERSON, COMMISSIONER 

COPY 

Larry Noble 
Pacesetter Energy, Inc. 
3700 Forums Dr., Ste 104 
Flower Mound, Texas 75028 

September 9, 2004 

RE: Partial Release State Lease MF099055 
T &P Ry Co Sry, Blk 54, T5S, Sec. 6 , 480 ac mol 
Reeves County 

Dear Mr. Noble: 

Thank you for your letter of recent date and attached well data. 

( 

A review of our records indicates that we have not received a release of the referenced lease as 
required under the Development Clause Paragraph (15) and Paragraph 38 of Exhibit A. The 
Development Clause requires the Lessee to file a recorded or a certified copy of the release with 
the General Land Office. According to the information you provided it appears you should 
release all depths 100' below the deepest producing depth or 15,210'. In other words you will 
retain the N/2 of Section 6 being 320 acres, more or less, from the surface-to 15,210'. 

At your earliest convenience, please provide our office with a release of the terminated acreage 
along with the required filing fee of $25.00. 

Thank you· for your cooperation, please tet me know if you have any questions. 

Carl F. Bo~ CPL 
Mineral Leasing 
Office: (512) 463-5407 
Fax: (512) 475-1543 

~tephen F. Austin Building • 1700 North Congress Avenue • Austin, Texas 78701-1495 

Post Office Box 12873 · Austin, Texas 78711- 2873 

512-463-5001 • 800-998-4GLO 

www.glo.state. tx.us 



:~ES:ER ENERGY, INC. 

Ref Nbr 
003390 

•••• • •••• 
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Invc Nbr 
Rele ase-Oatma 

-----
Invc Date 
1017 / 2004 

Vendor 
Invoice Amount 

25 . 00 

2103 
GL0001 Check Date 10 / 7 / 2004 

Amount Paid 
25 . 00 

05006427 

Disc Taken Net ~ck Amt 
0.00 I' 25 . 00 

\glQ 

--



By J erry~erson, Commissioner 
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.. F·eb 02 OS 03:Slp Pacesetter Energ~, Inc. 972-874-8743 

PARTIAL RELEASE OF OIL AND GAS LEASES 

Sta tc: Texas 

County: Reeves 

Lessee: Pacesetter Energy, Inc. 

Effective Date: October 15, 2004 _.., 
On May 15, 1997, the State of Texas, acting by and through its agents: Carolyn C. 

Oatman, Trustee of the Carolyn C. Oatman Trust U/W/0 Mabel Clark R~..,d ; P..it.a Reed George; 
Warren Malcolm Clark. as Trustee of the Warren Malcolm Clark Trust U/W/0 Mabel Clark 
Reed; and, W. W. Oatman, as Lessors, granted to Penwell Energy, Inc., as Lessee, Oil and Gas 
Leases (hereinafter referred to as the "Leases") variously recorded in Volume 575, at Pages 449, 
506, 553, and 599 of the Records in the county and state named above, which Leases were on 
and covered the following lands in that county: 

The E/2 & NW/4 of Section 6, Block 54, T.-5, T & P Railroad Company Survey 

By a series of assignments the subsequent Lessee under the terms of the Oil and Gas 
Leases described herein above became Pacesetter Energy, Inc. (herein referred to as the 
"Lessee") who is now the holder of said Oil and Gas Leases. The Leases provide that at the end 
of their stated primary term, the Leases, and Lessee's rights in the Leases shall terminate as to all 
depths below 100 feet below the base of the deepest producing formation on the leased premises. 

The primary terms ofthe Leases have elapsed and Lessee's continuous drilling.operations 
have ceased. 

p.2 

For adequate consideration, Lessee relinquishes and releases the Leases and~enders to£. 
the present owner(s) of the mineral estate the Lease as to the lands described ~below the ~ '/Z 
stratigraphic equivalent of the depth of 15,212 feet, as found in Penwell Energy, Inc.'s Oatman 1~ 
#1, Sidetrack # 1 Well as identified on a Schlumberger Dual Lateralog ran on January 16, 1998. 

Furthermore, Lessee relinquishes, releases and surrenders, to the present owners of the 
mineral estate, all of Lessee's rights, title and interests in the Leases as to that portion of the 
lands subject to this Lease, described as follows: 

The SE/4 of Section 6, Block 54, T.-5, T & P Railroad Company Survey 

This Partial Release is no way intended to release or impair Lessee's ownership and 
rights in the Leases as to lands which are not specifically described above. 

'2 - 2... - CJ )_ ___ _ 

Page I of2 



F' eb 0 2 05 03 : 51p Pacesetter Energ~ , Inc. 972- 8 7 4 - 8 7 4 3 

This Partial Release is signed by Lessee as of the date of the acknowledgment below, but 
is deemed effective for all purposes as of the Effective Date stared above. 

Pacesetter E nergy, Inc., 
a Texas corporation 

By: fd/;JJJ1)t,;;tC 
Robert L. Millard II, President 

® CHERAt L. WYNNE 
St t f T Notary Publie, State ofTexas 

a e 0 ex as My Commission Expires 
County of~~~~ 3·26·2005 

This instrument was acknowledged before me on this 9~ day of ~,J~\:-..\Bt.i!. , 
2004, by Roben L. Millard II, President of Pacesetter Energy, Inc., a Texas corporation, on 
behalf of said corporation. 

My Conunission Expires: ~ - "'LL -z ~ 

Page 2 of2 

p. 3 



1-'eb 0 2 05 03:51p Pacesetter Ener~~. Inc. 972 - 8 7 4-8743 p.4 

--.· 
C~trttllc•te o1 Record 

___ /..:.(r.....I_._C_[_l According Fee 

- - - --- Certified Copy Fee 

[' · O U Total Paid 

Return to: 6w-e/~) 
Jir~Q.SEttOJ Cn Vtqy,JJr~ , 

~!~~L~o~ 
ANY PROVISION HEREIN WHICH RESTRICTS THE 
SALE, RENTAL, OR USE OF THE DESCRIBED REAL 
PROPERTY BECAUSE OF COLOR OR RACE IS INVAUD 
AND UNENFORCEABLE UNDER FEDERAL LAW. 

SIM Inc., Dallas t -800·648-7022 

... - , . 

003013 

COMPArlED 

THE STATE OF TEXAS, } 
COUNTY OF REEVES. } 

I, hereby certify that this Instrument with its certificate!: of authenticity was FILED on the 
date and at the ttme stamped hereon and was duly RECORDED i'l the OFFICIAL PUBLIC 
RECORDS of Real Property of Reeves County, Texas, as indicated. 

QPR VOL _ _@L PAGE ~7.:...;72=---- DATE RECORDED 12/15/04 

DIANNE 0 . FLOREZ. COUNTY CLERK 

RE}!tS COUNTY, l!JjS 

~rotma~ 

... .. , 

• Deputy 

-------------- ------
~--
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DATE: 
TO: 
FAX#: 
FROM: 

Pacesetter Energ~, Inc. 972-874 - 8743 

FAX COVER SHEET 

February 2, 2005 
Mr. Carl F. Bonn 
512-475-1543 
Paul Buckner 
972/691.3332 (ext. 211) 
972/874.8743 (fax) 
pbuckner@pacesetterenergy.com 

Number of pages (including cover page) 4 

Subject: 

Comments: 

Paul 

p. 1 

Should there be any problems with the transmission of this fax, pJease cali972J691.3332 (ext. 208) 

THIS MESSAGE JS INTENDED ONLY FOR THE USE OF THE IN1JlVIDUAL OR ENTITY WHICH IT IS 
ADDRESSED AND MAY CONTAIN INFORMATION THAT IS PRIVILEGED, CONFJDENTIAL AND 
EXEMPT FROM DISCLOSURE. If the reader of this message is not the intended recipient, or an employee or 
agent responsible for delivering the message to the intended recipient, you are hereby notified that any dissemination, 
distribution, or copying of this commWlication is strictly prohibited. If you have received this communication in 
error, please notify us inunediately by telephone and return the original message to us by mail. Thank you. 

z- 2 -d) 

3700 Forums Drive - Suite 104, Flower Mound, Texas 75028 
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First-Class Mail 
Postage & Fees Paid 
USPS 
Permit No. G-10 

• Sender: Please print your name, address, and ZIP+4® in this box• 

,iJFoqqo~~-
., RAVI S MATTII EW 

TEXAS GENERAL LAN O OFFIC E 

PO 130X 12873 
A T l , T X 78711-2873 

USPS TRACKING# 

11111111
111

.!
1

,1" J, j JI LJ, .!l' 11' /111 II• J II I I IJ/ II' '' II 111 1l/ I 1,II 
9590 9 403 0 ~~ l1·t3 4~~·t 4 

' -' 



• Complete items 1, 2, and 3. 
• Print your name and address on the reverse 

so that we can return the card to you. 
I • Attach this card to the back of the mailpfece, 

1 
_ _ or on the front if space__,_p_e_rm_its_. _______ 

11 
_____ _.J

1 
__ + ---=,:__u..._tc>-"--'-+'-'-'"--

I 1. Article Addressed to: D. Is delivery ad ifferent from item 1? 

I Silverback Exploration, LLC 
Attn: David Frye 

If YES, enter delivery address below: 

I 1826 orth Loop 1604 We t 
uitc 250 
an Antonio, Texas 78248 

II I IIIIII IIII Ill I I I I I Ill Ill I II I 11111 11 111 11111 § ~;::i:i~!:{i Restncted Delivery 
Certified Mall® 

9590 9403 0530 5173 4 157 46 ertifled Moll RestrfctedDellvery 
________________ 

1
0 Collect on Dollve,y 

2. Artlclo Number ({ransfor from service label) D Collect on Delivery Restricted Delivery 
~ '··· - - - Moll 

7 D D 9 D 9 6 D O O D 1 18 9 2 3 5 91 Moll Restricted Delivery 
00 

;__PS Form 3811 , April 2015 PSN 7530-02-000-9053 

D Priority Mail Express® 
D Registered Mail™ 
D Registered MPII Restricted 

Dellvery 
D Return Receipt for 

MerchMdise 
D Signature Confirmation™ 
D Signature Confirmation 

Restricted Delivery 

Domestic Return Receipt 



U.S. Postal Service rn 
CERTIFIED MAlln., RECEIPT 
(Domestic Mail Only; No Insurance Coverage Provided) 

Postage $ 

Certified Fee 
.-=I 
0 Re1um Receipt Fee 
0 (Endorsement Required) 
0 1--------

R est rt c 1 ed Delivery Fee 
(Endorsement Required) 

:..a 

Postmark 
Here 

er Total Postage 
0 ~----er sentTo 

Silverback Exploration, LLC 
Attn: David Frye 

0 o Street, Apt. No.; 
I'- or PO Box No. 

City, Stele, ZIP+• 

1826 North Loop 1604 West 
Suite 250 
San Antonio, Texas 78248 

II ' 



Certified Mail Provides: 
• A malling receipt 
• A unique identifier for your mailpiece 
• A record of delivery kept by the Postal Service for two years 

Important Reminders: 
• Certified Mall may ONLY be combined with First-Class Mail® or Priority Mail®-
• Certified Mail 1s not available for any class of international mail. 

• NO INSURANCE COVERAGE IS PROVIDED with Cerlifled Mail. For 
valuables. please consider Insured or Registered Mail. 

• For an add1t1onal fee. a Return Receipt may be requested to provide proof of 
delivery. To obtain Return Receipt service. please complete and attach a Return 
Receipt (PS Form 3811) to the article and add applicable postage to cover the 
fee. Endorse ma1lp1ece ' Return Receipt Requested" To receive a fee waiver for 
a duplicate return receipt, a USPS@ postmark on your Cert1f1ed Mail receipt is 
required 

• For an add1t1onet lee delivery may be restricted to the addressee 01 
addressee's authonzad agent. Advise the clerk or mark the mmlp1ece with lhe 
endorsement "Restocted Dehvery 

• If a postmark on the Certified Mail receipt 1s des,md, please present the arti­
cle at the post office for postmark111g If a pos1rnarlo. on the Cert1f1ed Mail 
receipt 1s not needed. detach and att1x label with postage and mall. 

IMPORTANT: Save this receipt and present It when making an Inquiry. 
PS Form 3800. August 2006 (Reverse) PSN !0-02-000-904 7 
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Search Criteria: 

Lease Name: OATMAN, Lease No.: 171497, Well No.: 1 

We ll Type: Gas 

District: 08 

Lease Production and Disposition 

Date Range: Sep 2015 - Aug 2016 

GW Gas (IV Condensat, 

Date Production Disposition Production Disposition Operator N Operator I\ Field Name Field No. 

Sep 2015 1,215 1,215 0 0 ARRIS OPEi 33176 GREASEWC 36579200 

Oct 2015 814 814 0 0 

Nov 2015 1,212 1,212 0 0 

Dec 2015 921 921 0 0 

Jan 2016 1,270 1,270 0 0 

Feb 2016 1,000 1,000 1 1 

Mar 2016 1,260 1,260 0 0 

Apr2016 1,181 1,181 0 0 

May 2016 1,159 1,159 0 0 

Jun 2016 1,150 1,150 0 0 

Jul2016 0 0 0 0 SILVERBAC 781913 GREASEWC 36579200 

Aug 2016 0 0 0 0 

Total 11182 11182 1 1 
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' 
RAILROAD COMMISSION OF TEXAS 
Oil and Gas Division 
PO Box 12967 

CERTIFICATE OF COMPLIANCE 
AND TRANSPORTATION AUTHORITY P-4 

Austin TX 78711-2967 
\VlVlY. rrc.state.t.x.11s 

5/02-WWW-l 

L Field name exactly as shown on proration schedule 

Greasewood (Atoka) 

READ INSTRUCTIONS ON BACK 

2. Lease name as sho,~11 on proration schedule 

Oatman 

3. Current operator name exactly as shown on P-5 Organization Report 

Silverback Exploration, LLC 

4. Op,erator P-5 no. 5. Oil Lsc/Gas ID no. 6. County 

781913 171497 Reeves 
7. RRC district 

08 

8. Operator address including city, state, and zip code 
1826 N LOOP 1604 W STE 250 
San Antonio, TX 78248-4531 

9. Well no(s) (see instroclio11 E) 

10. Classification 11. Effective Date 

D Oil IZJ Gas D Other (see instruction A) 7/1/2016 

a. Change of: ~ OP.Crater oil or condensate gatherer ~ gas gatherer ~ as purchaser D gns purchaser system code 
12. Purpose of Filing. jfomplete section~ below.) (See i11s1mclions Ba~ 

D field name rom: --- ------- ---------------- ---- ----

.-........ OR ·- - .. ·--··- .. ·- -·-.... Q ... J:.~~~-1!.~.~-~ . .f.~.~1.!!:: .. ...... -................................. ............ ..... ...... ,....................... ...... ......... .. ........... ......... ... ................... .. -.......... _ -·- -...... _ ............................. -·-··-·--·· .. ·· 
b. New RRC Number for: D oil lease D gas well Due to: D new completion or recompletion D rcclass oil to gas D rcclass gas to oil 

D other well (specify) D consolidation, unitizaiion, or subdivision (oil lease only) 

14. Authori7.cd QTI. or CONDENSATE Gatherer s . ee instruction G . 

Name of OIL or CONDENSATE Galherer(s) - List Highest Volume Gatherer First 
{Allach 011 additional sheet in same format if mare space is needed) 

Percent o 
Take 

Purchaser's 
RRC 

Assigned 

0001 

Percent of _ 
Take ] E 

=§ !? 
u. -

100 

RRC U~NLY 

Reviewer's initi~ls: , I 
t--------- ---------- ----------t--1-0-0-1Appro~a1 date: 0 lP 
t-----------------------------------,,--- - -1 

15. PREVIOUS OPERATOR CERTIFICATION FOR CHANGE 011 OPERATOR P-4 FILING. Being the PREVIOUS OPERATOR, I certify that opemtin 
responsibility for the well(s) designated in this filing, located on the subject lease has been transferred in its entirety to the above named Current Operator. I understand, a 
Previous Operator, that designation of the above named operator as Current Operator is not em ·ve ntil this certificate is approved by the Commission. 

, ame of Previous Operator 

Rich Aurand 
Name (print) 

President 
itle 

[xi Authorized Employee 
or previous operator 

06/24/2016 
Date 

D Authorized agent of previous 
operator (see instruction G) 

(303) 825-0680 
Phone with area code 

16. CURRENT OPERA TOR CERTIFICATION. By signing this certificate as the Current Operator, I certify that all statements on this form are true and correct an 
I acknowledge responsibility for the regulatory compliance of the subject lease including plugging of wcll(s) pursuant to Ruic 14. I further acknowledge that I assum 
responsibility for the physical operation, control, and proper plugging of each well d · ~ in this filin also acknowledge th · main designated as th 
Current O erator until a new certificate ctesignating a new Current Operator is appro by the 

lQ 11 ~(}::_ 
ame (print) Signature 

iV1i8 D Aut · d agent of current 
operator {see instruction G) · 

~~~1~2:~112± E-mail Address (optional) 



TEXAS GENERAL LAN D OFFICE 
G EORG E P. BUSH, COMM I SS IONER 

October 27, 20 16 

Silverback Exploration, LLC 
Attn: David Frye 

Certified USPS 7009 0960 0001 1892 359 1 

1826 North Loop 1604 West, Suite 250 
San Antonio, Texas 78248 

Re : MF 099055 being 320 acres N/2 of Sec. 6, Blk. 54 T&P Ry Co., Reeves County Texas. 

Dear Mr. Frye: 

,. 

Our records indicate that API # 42-389-32134 has ceased to produce since July I, 2016. It 
appears that this lease is terminated effective September 1, 2016 due to no production. The Texas 
Administrative Code dealing with Shut-In Royalty is Title 31 , Part 1, Chapter 9, Subchapter C, 
Rule §9.36. 

You have thirty days from the receipt of this letter in which to present evidence to the General 
Land Office that th is termination has not occurred. If such evidence has not been presented at 
the expiration of the 30 day period, the lease shall be endorsed "terminated" with no further 
communication from this office prior to the endorsement. 

Pursuant to the Texas Administrative Code, we request that you file with this office a certified, 
recorded copy of a Release of State Oil and Gas Lease, effective as of the termination date and 
recorded in the county in which the lease tract is located. After record ing the release, mail a 
certified copy of the release, along with the filing fee of $25.00, to my attention at the GLO. 

We look forward to hearing from you. 

Yours truly, /oi 
,{ i~ 0 /&J~ ?'J 

Landman, Energy Resources 
512-463-5 118 
512-475-1 543 (fax) 
travis.matthews@glo.texas.gov 

1700 North Congress /\venue. Austin, Texas 78701-1495 
P.O. 8ox 12873. Austin, Texas 787 11-2873 

512-463-500 I glo. tcxas.gov 
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@ 
File No.MF ocnass-

8-· IG/2~,L/TJ:.tJA/ L67Tc-(c 

Date Filed: / D -,2. 7 - / 0 
;;Meorge P. Bush, Commissioner 
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Return to: 

16-17420 
FILED f OR RECORD 

REEVES COUNTY, TE:tAS 
Oec 27, 2016 at 11:50:00AM 

RELEASE OF OIL. GAS. AND MINERAL LEASE 

STATE OF TEXAS § 

§ 

COUNTY OF REEVES § 

Whereas, Warren Malcolm Clark, as Trustee of the Warren Malcolm Clark Trust u/w/o Mabel Reed 
Clark, as Agent for the State of Texas, Lessor and Penwell Energy, Inc., Lessee, entered into that certain Oil, 
Gas, and Mineral Lease dated May 15, 1997, recorded in Book 575, Page 553, Offidal Public Records of 
Reeves County, Texas, covering the following lands in Reeves County, Texas (the " Lease") : 

480.00 acres, more or less, being the East half (E/2) and the Northwest quarter (NW/4) of Section 6, Block 
54, Township 5, T&P R.R. Company Survey, Reeves County, Texas . 

Whereas, Silverback Exploration LLC ("Lessee"), a Delaware limited liability company, whose 
address is 1826 N Loop 1604 W, Suite 250, San Antonio, TX 78248, is the current owner of the Lease. 

Now, therefore, for valuable and sufficient consideration received, Lessee does hereby forever 
release, relinquish, surrender, and quitclaim all of Lessee's right, title and interest in and to the Lease, and 
any extension or amendment thereof. 

Executed as of the date of acknowledgement below, but effective as of September 27, 2016. 

STATE OF TEXAS § 

§ 

COUNTY OF BEXAR § 

This instrument was acknowledged before me on the /3n< day of Oe--ro602.. , 2016, by David 
Frye, Vice President of Land of Silverback Exploration, LLC, a Delaware limited liability company. 

,.,.,0111,,,, 
-~~ ~~.'. f.~.i''-:, RICHARD H. EVE RETT, IV 
t :·~ t i Notary Public. Stole of Texos 
-:..:-:.,·.'!~ ... ~·! My Commission Expires 
~ ~?.-::;~:,....... January 13, 201 9 

Notary Public, State1~t?.TEt~~ 

E & G Energy, Inc. 

Inst No. 16-1 7420 
D!At~r<!E 0. HORE.I 
COUNTY CLERK 

2016 Dec: 27 a! 11:50AM 
" EFVES crn .. u·1Tv, ·-Exr,,s 4925 Greenville Ave. Suite 825 

Dal/as, Texas 75206 1 of 1 By: R· - EPUTY 

True & Currect Copy of a 
\' :111·.~nt on file at 
Reeves County Texas, 
Dianne Ol . Florez, Jounty Clerk 
Page _ of 



DlANNE 0. FLOREZ, C<.;llNTY CLERK 
REEVES COUNTY, TEXAS 
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flt.ED FOR RECORO 
REEV ES COUrJT Y, TEXAS 

D~<::; 27, 2016 at 11 :50:00 AM 

RELEASE OF OIL, GAS. AND MINERAL LEASE 

STATE OF TEXAS § 

§ 

COUNTY OF REEVES § 

Whereas, Carolyn C. Oatman, Trustee of the Carolyn C. Oatman Trust u/w/o Mabel Clark Reed, as 
Agent for the State of Texas, Lessor and Penwell Energy, Inc., Lessee, entered into that certain Oil, Gas, and 
Mineral Lease dated May 15, 1997, recorded in Book 575, Page 449, Official Public Records of Reeves 
County, Texas, covering the following lands in Reeves County, Texas {the "Lease") : 

480.00 acres, more or less, being the East half {E/2) and the Northwest quarter {NW/4) of Section 6, Block 
54, Township 5, T&P R.R. Company Survey, Reeves County, Texas . 

Whereas, Silverback Exploration LLC {"Lessee"), a Delaware limited liability company, whose 
address is 1826 N Loop 1604 W, Suite 250, San Antonio, TX 78248, is the current owner of the Lease. 

Now, therefore, for valuable and sufficient consideration received, Lessee does hereby forever 
release, relinquish, surrender, and quitclaim all of Lessee's right, title and interest in and to the Lease, and 
any extension or amendment thereof. 

Executed as of the date of acknowledgement below, but effective as of September 27, 2016. 

STATE OF TEXAS § 

§ 

COUNTY OF BEXAR § 

This instrument was acknowledged before me on the ,:)TH day of Oc.ro13tiZ. 2016, by David 
Frye, Vice President of Land of Silverback Exploration, LLC, a Delaware limited liability company. 

,,·:·;~,:'.'!,'.:},, RICHARD H. EVERETT. IV 
{\ .:t~~-\ Nolarv Public . ~to te o f Texa s 
,_,,; . .f,.:.f My Comm1ss1on Expires 
~-~t?::::~:---· January 13, 2019 

Notary Public, State of Texas 

Return to: 
lrsst Mo. 16-1 7 42 '1 
D!AfmE 0 . HOH El 
COUl>JTY ClEfH( 

E & G Energy, Inc. 
4925 Greenville Ave. Suite 825 

Dallas, Texas 75206 
1 of 1 

True & Currect Copy of a 
-'o~·· ·Yl•~nt on file at \ tJUl ~,....., 

Reeves County Texas, 
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'16-17422 
FilEO FOR RECORD 

REEV ES COUNTY, TEA.AS 
O~e: 27, 2016 at 11:50:00AM 

RELEASE OF OIL. GAS, AND MINERAL LEASE 

STATE OF TEXAS § 

§ 

COUNTY OF REEVES § 

Whereas, W.W. Oatman, as Agent for the State of Texas, Lessor and Penwell Energy, Inc., Lessee, 

entered into that certain Oil, Gas, and Mineral Lease dated May 15, 1997, recorded in Book 575, Page 599, 

Official Public Records of Reeves County, Texas, covering the following lands in Reeves County, Texas (the 
"Lease"): 

480.00 acres, more or less, being the East half (E/2) and the Northwest quarter (NW/4) of Section 6, Block 

54, Township 5, T&P R.R. Company Survey, Reeves County, Texas . 

Whereas, Silverback Exploration LLC ("Lessee"), a Delaware limited liability company, whose 

address is 1826 N Loop 1604 W, Suite 250, San Antonio, TX 78248, is the current owner of the Lease. 

Now, therefore, for valuable and sufficient consideration received, Lessee does hereby forever 

release, relinquish, surrender, and quitclaim all of Lessee's right, title and interest in and to the Lease, and 
any extension or amendment thereof. 

Executed as of the date of acknowledgement below, but effective as of September 27, 2016. 

STATE OF TEXAS § 

§ 

COUNTY OF BEXAR § 

This instrument was acknowledged before me on the 12)7
"' day of Ocro6flZ. , 2016, by David 

Frye, Vice President of Land of Silverback Exploration, LLC, a Delaware limited liability company. 

\ \ 1111111,, 

$"c,~~':~. f.~;;,,,, RICHARD H. EVERETT, IV 
[ .. :"~i~\~i Notary Puotic. State o r Texas 
;_,; . .!~./ :! My Comm,sslon Expires 
~,::;,:~·::~~:......... Janua ry 13, 2019 

-· 
Notary Public, State of Texas 
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THE STATE OF TEXAS 
COUNTY OF REEVES I, Dianne O. Florez, Cleric of the County Court In and 

h~of aaid County~ State do hereby c¢i,fy th..J t!le foregoing~· a~ and com,ct copy of 
R eq5t'. Ql LLp5 ffi1JJeJ7iL~~~ QL -u_ L"i • 

flied fo.r !°ord in fuy office thla ?t:J ~ of tin beL llt 

\I ,5Qt:N~~~1·sµr b~(lp> Ip~ 1 S toberccardcdintbe 
Reconis Bt@e~ ~~unty, T~. / J l, -+l, ~€;:....{,1,J.1,.u.rd.,44.__..._ _____ _ 

/) TO CJ:lRT IFV WHICH, Wi::, my band and official /CJ' at Pccoa, Texaa 
this ;I,.] day of De ( ~[_ , 20-f:,,.J.f)-• 

~~ I ,tr. /) Nlltl 1/J DJANNE 0. FLOREZ, CtJCJNTY CLBRK 
By M_ !Jll.l f /r_!!fd_!ifl.'°""uty. REEV ES COUNTY, TEXAS 
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16-17423 
f-lLEO FOR RECORD 

REEVES COUNTY, TEX..l\S 
Dec 27; 2016 ~f -n :60:00 AM 

RELEASE OF OIL. GAS. AND MINERAL LEASE 

STATE OF TEXAS § 

§ 

COUNTY OF REEVES § 

Whereas, Rita Reed George, sole and separate property, as Agent for the State of Texas, Lessor and 
Penwell Energy, Inc., Lessee, entered into that certain Oil, Gas, and Mineral Lease dated May 15, 1997, 
recorded in Book 575, Page 506, Official Public Records of Reeves County, Texas, covering the following 
lands in Reeves County, Texas {the "Lease") : 

480.00 acres, more or less, being the East half (E/2) and the Northwest quarter (NW/4) of Section 6, Block 
54, Township 5, T&P R.R. Company Survey, Reeves County, Texas . 

Whereas, Silverback Exploration LLC ("Lessee"), a Delaware limited liability company, whose 
address is 1826 N Loop 1604 W, Suite 250, San Antonio, TX 78248, is the current owner of the Lease. 

Now, therefore, for valuable and sufficient consideration received, Lessee does hereby forever 
release, relinquish, surrender, and quitclaim all of Lessee's right, title and interest in and to the Lease, and 
any extension or amendment thereof. 

Executed as of the date of acknowledgement below, but effective as of September 27, 2016. 

STATE OF TEXAS § 

§ 

COUNTY OF BEXAR § 

This instrument was acknowledged before me on the 131
"' day of Ocro6fJZ. , 2016, by David 

Frye, Vice President of Land of Silverback Exploration, LLC, a Delaware limited liability company. 

,,,~~~:'.'~~~',, RICHARD H. EVERETT. IV 
f1~ ?\ Notary Public. State ot Texas 
1,,•:;.f.~-~·:_f My Commission Expires 
,,,,~~,?.·:.~~,,,, January 13, 2019 

Notary Public, State of Texas 
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THE STATE OPTEXAI 
COUNTY OF REEVES t~eO. P1mm, ClerlrottheCountyeourttnana 

:J -lfbr said Cqupty and Staci, do l!areby~ tht::r foregoing i~a lruo and~copy of 
l\t'.. ease D1l_E,§a5 e.mr,vz.r~ P<:.to~u: _ • 

,i_jcd for record In my office thl1 ~ ::J.. da~ tf:e( e r • 
L I j S' Qf\-M, ":: Cferk.'• w_o No. j ii-- 1'1.f0~ . , to be recorded in the 0 f b_i1u) PY.b/1 <- .... R .... 2_..__fl2_......,_12_ ......... c ... 1 _____ _ 
R.ecords of Reeves County, Tcxu. 

~ 7 TO CERTTFY WHTCH, ,Witncs., r:-~and and officl1,c&1 at Pccoa, Texu 
Chia al _ day of Pe ( ,..e..m ~r , 20.J:..L. 

"'Jl~N ¥fianda_., "~v~i"~~= 
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