IN THE UNITED STATES BANKRUPTCY COURT

DISTRICT OF NEW MEXICO
IN RE: ) No. 09-10832-m11
)
PLATINUM OIL PROPERTIES, LLC, ) Chapter 11
)
Debtor. ) Judge Jacobvitz

THE JICARILLA APACHE NATION’S REPLY IN SUPPORT OF ITS
MOTION FOR SUMMARY JUDGMENT AND IN OPPOSITION TO PLATINUM
OIL PROPERTIES, LLC'S CROSS-MOTION FOR SUMMARY JUDGMENT

NOW COMES the Jicarilla Apache Nation (the "Nation"), a federally recognized
sovereign Indian Nation, by its counsel Holland & Knight LLP, and hereby submits, pursuant to
Federal Rule of Civil Procedure 56(c) and Federal Rule of Bankruptcy Procedure 7056(c), its
Reply in Support of Its Motion for Summary Judgment and in Opposition to Platinum Oil
Properties, LLC's Cross-Motion for Summary Judgment (the "Reply"). In support of its Reply,
the Nation respectfully states as follows:

1. The Nation relies on the Nation's contemporaneously filed Memorandum of Law
in Support Jicarilla Apache Nation's Reply in Support of Its Motion for Summary Judgment and
in Opposition to Platinum Oil Properties, LLC's Cross-Motion for Summary Judgment, and on
exhibits attached thereto.

2. There is no genuine issue of material fact, and the undisputed facts establish that
Platinum Oil Properties, LLC ("Platinum") does not possess operating rights in the Jicarilla
Lease 71 or Jicarilla Lease 363, and any limited working interests Platinum may have taken
under the Stipulated Order are unenforceable as Platinum failed to obtain the approval of the

Nation pursuant to the Nation's Code and federal law.
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WHEREFORE, the Jicarilla Apache Nation respectfully requests entry of an Order:
(i) declaring that Platinum holds no operating rights for Jicarilla Lease 71 or Jicarilla Lease 363;
or, in the alternative, (ii) declaring that any working interests Platinum may have in Jicarilla
Lease 71 or Jicarilla Lease 363 are limited to those it took under the Stipulated Order and are
unenforceable because such transfer was not approved by the Nation; and (ii1) granting such
other relief as this Court deems just and proper.
DATE: April 19, 2010 Respectfully submitted,

THE JICARILLA APACHE NATION

By: /s/ Robert J. Labate
Robert J. Labate

Shenan Atcitty

Robert J. Labate (6184945)
Barbra Parlin

Joi M. Thomas

HOLLAND & KNIGHT LLP
131 S. Dearborn Street, 30" Floor
Chicago, Illinois 60603
(312) 263-3600
shenan.actitty@hklaw.com
robert.labate@hklaw.com
barbra.parlin@hklaw.com
joi.thomas@hklaw.com

#9343002_vl
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IN THE UNITED STATES BANKRUPTCY COURT
FOR THE DISTRICT OF NEW MEXICO

IN RE Case No. 09-10832-m11

PLATINUM OIL PROPERTIES, LLC, Chapter 11

)
)
)
)

Debtor. ) Honorable Judge Jacobvitz

) United States Bankruptcy Judge

MEMORANDUM OF LAW IN SUPPORT OF THE JICARILLA
APACHE NATION’S REPLY IN SUPPORT OF ITS MOTION FOR
SUMMARY JUDGMENT AND IN OPPOSITION TO PLATINUM
OIL PROPERTIES, LLC’S CROSS-MOTION FOR SUMMARY JUDGMENT

The Jicarilla Apache Nation (the “Nation” or “JAN), a federally recognized sovereign
Indian Nation, by its counsel Holland & Knight LLP, submits its Reply in Support of the
Nation’s Motion for Summary Judgment and its Response to the Cross-Motion and
Memorandum (“Memorandum™) for Summary Judgment of Platinum Oil Properties, LLC
(“Platinum”). In support of its Reply and Response, the Nation respectfully states as follows:

PRELIMINARY STATEMENT

The central dispute is whether Platinum, Sagebrush Holdings/O&G, LLC (“Sagebrush”)
and Madison Capital Company, LLC (“Madison”)’ must submit to the regulatory power of the
Department of the Interior (“DOI”) and the Nation. The IMLA provides an established
procedure, as well as administrative law tribunals, for resolving disputes regarding the Indian

Mineral Lease Act.?> Yet, Madison and Sagebrush elected to acquire Platinum, a non-operating

! Madison, Sagebrush and Platinum continue to present themselves collectively in their dealings with the
Department of the Interior, most recently in a February 17, 2010 letter from Ms. Julia Hook (“February 17 Hook
Letter”), sent on behalf of all three entities, to the Assistant Secretary of Indian Affairs, Mr, Larry Echohawk, of the
Department of the Interior, seeking intervention by the DOI in this dispute. A copy of Ms. Hook’s letter is attached
as Exhibit A.

? The Interior Board of Indian Appeals gains jurisdiction of Indian Mineral Lease Act leases under 25 C.F.R. §
211.58. The Interior Board of Land Appeals gains jurisdiction of Indian Mineral Lease Act leases under 30 C.F.R.§
§ 290.101 (applying Title 30 part 290 subpart B to all federally-administered mineral leases on Indian tribal and
individual Indian mineral owner’s lands, regardless of the statutory authority under which the lease was issued or
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shell company, in order to manufacture this bankruptcy case so that they might “cut through” the
disputed issues regarding ownership of the working interests and operating rights for certain
wells on certain Tracts of Leases 71 and 363. (February 17 Hook Letter at 10.) The result is that
Madison, Sagebrush and Platinum are asking this Court to address regulatory and ownership
issues normally resolved by judges with specific jurisdiction to determine such matters.

Platinum has ~ for whatever reason — selected bankruptcy court as the forum for
prosecuting a claim that it acquired Operating Rights on the Nation’s Reservation, as well as
Platinum’s corollary claim that it continues to hold these rights, despite its prior assignment of
the very same interest that it now purports to hold. Nevertheless, Platinum cannot evade the
simple and immutable fact that any and all interests in Indian trust land must be derived through
a federal statute that authorizes the Secretary of Interior (“Secretary™) to grant or approve a lease
or encumbrance. 25 U.S.C. § 194. Furthermore, the IMLA also provides that express tribal
consent must be secured before the Secretary can even decide whether to approve an
encumbrance or issue a grant.

Making matters worse is that no Operating Rights Agreement exists to define the rights
now claimed by Platinum, and each party has struggled to define exactly what rights are being
claimed and how to describe Platinum's alleged interests when so many links in the alleged chain
of title from Chace Oil to Platinum to are incomplete or entirely missing. Confusion exists even
with terminology because terms of art such as Record Title Holder, Operating Rights, Operator
Permit, Working Interests and Tracts are used interchangeably, and often incorrectly.

The crux of Platinum’s argument is that it was granted Operating Rights and Working

Interests in certain wells located on Leases 71 and 363 pursuant to the Order entered by the

maintained) and § 290.108 (providing a party adversely affected by a minerals management or royalties decision of
the Minerals Management Service or Deputy Commissioner of Indian Affairs the right to appeal to the Interior
Board of Land Appeals under 43 C.F.R. part 4, subpart E).

2
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Bankruptcy Court on October 6, 2004, confirming a Plan of Reorganization in the Golden Oil
Chapter 11 case (the “Confirmation Order”) and another Order approving a June, 2005

‘ settlement between the McKay-Lotspeich Group (“MLG”) and Reorganized Golden Oil.
Platinum’s initial problem is that a plain reading of the Plan and Confirmation Order shows that

Platinum took no rights under Settlement Agreement, the Golden Oil Plan or the Confirmation

Order.’
To overcome this fatal defect, Platinum offers as fact a smoke screen of half-truths,
irrelevant assertions, straw arguments and outright misstatements, including that:

— the Nation has admitted that the Operating Rights were assumed and assigned
to Platinum (Platinum Memorandum at 2 - 3);

— the Nation, as a sovereign nation, denies that it is bound by the Golden Qil
Plan or the orders of the Bankruptcy Court in Golden Oil (Platinum Memorandum
at 4);

— the Plan indicated that an assignment would be made to an MLG “entity” rather
than to MLG (Platinum Memorandum at 8);

— on January 5, 2003, the Nation approved Platinum as the “operator of the Lease
Interests” (Platinum Memorandum at 13);

— the Golden Oil Plan did not require MLG to comply with Section 211.53 of the
IMLA or to execute any of the Nation’s forms assuming all prior liabilities
(Platinum Memorandum at 12);

— long before confirmation, the Nation was fully aware that MLG had formed
Platinum to own the Lease Interests and that the Lease Interests would be
assumed and assigned to Platinum (Platinum Memorandum at 13);

— the approval of Platinum as operator and the issuance of the operating permit to
Platinum evidences that the Nation believed no further approval of the transfer of
the Lease Interests to Platinum was required (Platinum Memorandum at 13);

* Citations to documents referred to herein are set forth in the Nation’s Memorandum in Support of its Motion for
Summary Judgment filed in this case as Doc #104 on September 13, 2009.
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— the Nation initially recognized that the Lease Interests had been assumed and
assigned to Platinum but later demanded that Platinum execute forms, referred to
as JAN-2 forms, assuming all prior liabilities under the Jicarilla Leases (Platinum
Memorandum at 15); and

— itis undisputed that the MLG group is not a legal entity but was instead a term
used to refer to a large group of 36 unaffiliated individuals.

None of these assertions is true, and each will be addressed in the Nation’s Response to
Platinum’s Statement of Uncontested Facts filed contemporaneously in this case. Rather, they
arc offered to create disputed issues of fact when, as a matter of law and as is clear from their
plain language, the Golden Oil Plan and Confirmation Order granted Platinum no Operating
Rights or Working Interests. As cited in the Nation Memorandum, section 5.5.1 of the Golden
0Oil Plan specifically provided that:

“MLG shall receive the benefit of the Settlement Agreement, the

respective interest in the 71 and 363 lease described therein, and the liabilities

associated therewith.”

Nation Memo at 7. And, if Platinum was the sole owner of Operating Rights and Working
Interests, then why was it necessary for both MLG and Platinum to execute the 2005 assignment
of those interests to Star Acquisition?

To the extent that Platinum did acquire some Operating Rights and Working Interests,
with respect to certain wells located on a few Tracts of Leases 71 and 363, those interests do not
permit Platinum to assume the entire Leases. As Platinum admits, it is not the Record Title
holder for those Leases, and only the Record Title holder is in contract with the government and
with the Nation.

Finally, it is clear that the assignment from MLG/Platinum to Star Acquisition is not void
ab initio, because that assignment was not contingent on obtaining the Nation’s approval and

because Madison and Sagebrush — not the Nation — ended negotiations regarding approval of

Operating Rights. Indeed, none of the three parties involved (Star Acquisition, Madison and

4
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Sagebrush) ever completed an application with the Nation secking approval of the assignment of
those rights. The February 17 Hook Letter clearly shows that it was Madison and Sagebrush
who decided to terminate discussions with the Nation in 2009 and, instead, invoke this Court’s
jurisdiction as a means of “cutting through” the outstanding issues.”

The undisputed facts show that Platinum took no rights from Golden Oil under any order
entered in that Bankruptcy case, that neither it nor MLG ever complied with the Nation’s laws
for obtaining a valid assignment of Operating Rights (as required by the Golden Oil Plan and
Confirmation Order) and that it assigned away to Star Acquisition any rights it might have had.
Under the circumstances, the estate has no enforceable interest in the Leases, and this Court can
and should grant the Nation’s Motion For Summary Judgment.

UNCONTESTED FACTS

Contemporaneously with the filing of this Memorandum, the Nation is filing its objection
to the Statement of Uncontested Facts submitted by Platinum. Those objections are incorporated
herein as a response to Platinum’s “Uncontested Facts” set forth in pages 5 through 16 of
Platinum’s Memorandum of Law (“Platinum’s Memorandum™) filed in this case on February 26,
2010 as Docket No. 195 in support of Platinum’s Cross-Motion for Summary Judgment.

DISCUSSION
8 A Common Understanding of Oil & Gas Terms.

The Nation views terms such as “Lease,” “Record Title holder,” “Operating Rights,”

“Operator Permit,” “Working Rights,” and “Tracts” from the perspective of a land owner and

government regulator enforcing the Tribal Code and IMLA Regulations. On the other hand,

4 Madison appears to be trying to reverse that decision now, by asking the DOI to intervene and determine the
matters currently before this Court.
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Platinum views such terms from the perspective of a privately held company that finances,
develops and produces hydrocarbons from a variety of tribal, governmental and private lands.

As aresult, each party uses common terms in a slightly different manner, which leads to
confusion as to the rights in dispute and the law governing such rights. For example, the Nation
did not understand until September of 2009, that Platinum claims only to be the holder of
“Operating Rights,” with respect to certain wells on certain Tracts of Leases 71 and 363, and that
Platinum does not claim to be the “Record Title holder” with respect to either Lease.” Similarly,
it appears that even Platinum did not understand, until depositions conducted in 2010, that their
claims are limited to three Tracts on Lease 71 (out of six total Tracts) and to one Tract on Lease
363 (out of 14 total Tracts).

To enable this Court to better understand and to resolve this dispute, the Nation offers the
following descriptions of commonly used terms with some examples arising in this case.

Lease — The term “Lease” is used to describe a geographical area, often consisting of
thousands of acres, and also describes the written agreement between a Record Title holder and a
governmental agency which, among other things, enables the Record Title holder to develop and
produce oil, gas and other hydrocarbons from the leased area. An Oil and Gas Lease has no
similarity to a standard real estate lease, but the term is commonly used in the industry and will
be used here for convenience. See In re Antweil, 97 B.R. 65, 68, (Bankr.D.N.M. 1989) (“It is
clear that, under New Mexico law, an oil and gas lease is not a ‘lease’ and does not create a
landlord/tenant relationship.”).

At issue in this case are two Leases, one executed on March 14, 1951 for 1,920 total acres

of the Nation’s Land and designated as “Lease 71,” and the other executed on March 18, 1966

5 This misunderstanding arose because Platinum’s motion pursuant to Section 365, one of the first pleadings filed
in the case, seeks authority to assume the Leases, rather than the limited subset of rights that Platinum now claims to
hold.
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for 2,560 total acres of the Nation’s Land and designated as “Lease 363.” Copies of the original
agreements for Lease 71 and Lease 363 are attached, collectively, as Exhibit B.

Record Title — Under Federal Oil and Gas law, the Record Title holder is the
government’s lessee under a Lease and is liable for all obligations arising under the Lease.
Cross Creek Corp., 131 IBLA 32, 36 (1994), citing Harry L. Bigbee, 2 IBLA 23, 25, 27 (1971).
As Lessee, only the Record Title holder is in contract with the government and, therefore,
assignments of Record Title are subject to approval of the Department of the Interior under the
IMLA and the approval of the Nation under the Nation’s Tribal Code. See Cross Creek, 131
IBLA at 35 (“Since the assignment of record title, unlike the assignment of Operating Rights,
gives rise to a contractual relationship between the lessor and the lessce’s assignee, in order to
effect a change in the holder of record title, the agency must affirmatively approve an assignment
of record title, in order to bring the assignee under the prevailing terms of the contract with the
lessor.”). Pursuant to the Lease Data Sheets maintained by the Nation, BP America Production
Company currently is the approved Record Title holder of Leases 71, and EnerVest Energy
Institution Funds IX, LP and EnerVest Energy Institution Funds IX-WI, LP are currently the
approved Record Title holders for Lease 363.°

Notably, Platinum does not claim to be Record Title holder for Lease 71 or Lease 363. In
the absence of such a claim by Platinum, the Nation submits that deciding who is the current
Record Title holder for these Leases is not required to resolve this dispute.

Operating Rights ~ Operating Rights are the rights to drill for, produce, remove and
dispose of oil, gas and/or condensate that may be found on and produced from the Lease.

Operating Rights are sometimes held by the Record Title holder but may be transferred by

A copy of the Lease Data Sheets was produced to Platinum and is attached as Exhibit C.
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assignment from the Record Title holder to a third party, referred to as the Operating Rights
holder. The Operating Rights holder is not a party to the Lease and the rights and, under Federal
Oil and Gas law, the obligations of an Operating Rights holder have long been distinguished
from those of the Record Title holder.”

Because the holder of Operating Rights 1s not a party to the Lease, approval by the
Secretary of the Interior is not required for assignments of Operating Rights.® However,
because Operating Rights involve the development and extraction of minerals from Tribal Land,
transfers of Operating Rights must be approved by the Nation. Title 18, Chapter 11 of the
Nation’s Code §1.° Other than the June 2005 Stipulated Order, the Nation is aware of no
document purporting to assign Operating Rights to Platinum. Platinum’s claim to Operating
Rights affects only 22 wells and half of the Tracts in Lease 71 and only 2 wells and 1 of 14
Tracts in Lease 363. See Lease Data Sheet.

Operator and Operating Permit - An Operator is the entity or person designated to

develop or operate a well. An Operating Permit is a license of limited duration that the Operator

" Pitch Energy Corporation, 169 IBLA 267, 274 (2006) (“Departmental regulations differentiate between

[Operating Rights and record title], stating that “[a] transfer of Operating Rights is * * * a subsidiary arrangement
between the lessee (sublessor) and the sublessee * * * [and does not] affect the relationship imposed by a lease
between the lessee(s) and the United States.” 43 CFR 3100.0-5(¢). The assignee of full title to a Federal oil and gas
lease, upon approval of the assignment to him, becomes the Government’s lessee and is responsible for compliance
with the lease terms and any regulations affecting the lease, Marlin Oil Corporation, 158 IBLA 362, 367 (2003);
Ralph G. Abbot1, 115 IBLA 343, 346 (1990). While the designated operator and Operating Rights owner have
primary responsibility for plugging wells, the ultimate responsibility remains with the record title owner of the lease.
43 CFR 3100.0-5(a), (d), (j); 43 CFR 3106.7-6(b); Marlin Qil Corporation, 158 IBLA at 367; Ralph G. Abbot, 115
IBLA at 346; see also Stanco Petroleum, Inc., 143 IBLA 86, 88 (1998).”)

8 Cross Creek Corp., 131 IBLA at 36 n. 10 (“In particular, it appears that the assignment of Operating Rights does
not require BIA approval. Appellant has provided a copy of a Sept. 30, 1988, letter from BIA, which states that, as
of August 1987, it will no longer process assignments of Operating Rights. The assignment of record title does
require BIA approval.”).

9 Section 1 provides: “Under the BIA Regulations . . ., no lease assignment (record title or Operating Rights) of any
oil and gas lease within the Jicarilla Apache Nation shall be effective until approval of the Legislative Council of the
Jicarilla Apache Nation is obtained. . .”
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must obtain from the Nation before being allowed to enter onto and work on the Nation’s Land.'®
An Operating Permit is obtained by submitting Form JAN-A-4 captioned as, “Designation of
Operator” to the Nation, paying a $200 fee and, among other things, requires compliance with all
applicable federal and tribal regulations.

On January 4, 2005, the Nation issued a one-year Operating Permit to an entity named
“Platinum Oil Properties Corporation” to operate wells located within Leases 71 and 363. See
letter of MLG counsel, Pete Domenici, Jr. notifying the Nation that MLG is appointing a new
operator and submitting an Operating Permit Application, attached as Exhibit D. Similarly, for
a period of two years, Star Acquisition held an Operating Permit to operate wells located within
Leases 71 and 363. An Operating Permit conveys no rights, other than the right to enter and
work on the Nation’s Land, and is separate and distinct from approval of an assignment of
Operating Rights, discussed above. If the holder of Operating Rights also is designated as the
Operator, then the holder must separately apply for, and obtain, an Operating Permit before
commencing any work on the Nation’s Land.

Financial Interests — There are several types of financial interests that a party can hold
in a Lease. A Working Interest is a financial interest in an Qil and Gas Lease that requires the
holder to pay its share of leasing, drilling, producing and operating a well or wells. By contrast,
the holder of a right to overriding royalties and production payments holds a financial interest
but not a Working Interest, because Overriding Royalty Interest (“ORRI”) holders are not

responsible for a share of the cost of drilling, completing, or operating oil and gas wells on the

' Sandoval Declaration at { § attached as Exhibit M to the Nation’s Memorandum in Support of Summary
Judgment. Nation’s Code § 18-1-3,
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Lease. As a financial interest, a Working Interest does not convey any right to develop and
operate wells on the Lease and thus is not the same as an Operating Right. !!

Tracts — Tracts are physical subdivisions of a Lease. The Nation maintains Lease Data
Sheets containing current and historical information for each Oil & Gas Lease existing on the
Nation’s Land. Among other information, the Lease Data Sheets list the current Record Title
holder for the entire Lease, which is normally divided into separate Tracts. A number of
individuals or entities may hold Operating Rights for one or more Tracts within a Lease. The
Record Title holder likewise may retain the Operating Rights for certain Tracts.

In this case, the Nation’s Lease Data Sheets show that Lease 71 is divided into 6 separate
Tracts and that there are different Operating Rights holders for each Tract. The recognized

100% Operating Rights holder for Tract 1 is Apache Corp.; for Tract 2 is John E. Schalk; for

Tracks 3. 4 and 5 is Chace Oil; and for Tract 6 is BP America Production Company. In similar

manner, the Lease Data Sheets show that Lease 363 is divided into 14 separate Tracts, only one
of which is subject to the Operating Rights claims asserted by Platinum.

IL. Platinum Took No Rights under
The Golden Qil Plan and Confirmation Order

Once a plan is confirmed, neither a debtor nor a creditor can assert rights that are
inconsistent with its provisions. In re Varat Enterprises, Inc. 81 F.3d 1310, 1317 (4™ Cir. 1996).
The Nation denies that Platinum took any rights under the Golden Oil Plan or the Confirmation
Order because neither document refers to or identifies Platinum, for any reason, and certainly
does not identify it as the transferee of Operating Rights or Working Interests. (Nation’s

Memorandum, at 5 — 9).

"' At page 7 of its Memorandum, Platinum also separately defines the terms “Working Interests™ and “Operating
Rights” when discussing rights transferred to MLG under the 2004 Scttlement Agreement.

10
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Whatever rights Platinum received came, not through the Golden Qil Plan but through the
June 20, 2005 Stipulated Order, entered more than six months after the effective date of the

Golden Qil Plan. The Stipulated Order resolved a post-confirmation dispute between MLG and

the reorganized Golden Qil. Given that neither MLG nor Golden Oil sought to amend the
Golden Oil Plan to include the June 20 Stipulated Order, the rights granted under such order
cannot be said to be granted “under the Golden Oil Plan.”

Notably, the Nation is not a party to the June 20, 2005 Stipulated Order. Moreover, even
the June 20, 2005 Stipulated Order did not transfer any Operating Rights to Platinum from
Golden Oil. Rather, pursuant to the Stipulated Order, certain “abandoned”” percentages of
Working Interests in 15 wells located on Lease 71 and in 2 wells located on Lease 363 were
transferred to Platinum from former Golden il shareholders. Stipulated Order at Finding 9 6A.
As discussed above, Working Interests are not the same as Operating Rights, and the Nation
knows of no document that specifically attempts to transfer “Operating Rights” to Platinum from
Golden Oil.

A, MLG Is a Partnership That Pursued Litigation

And Took Rights under the Golden Qil Plan.

In its Memorandum, Platinum dismisses as a “red herring” the troubling lack of any
reference to Platinum in the Golden Qil Plan and the absence of any document transferring
“Operating Rights” to Platinum. Platinum, it argues, was needed because MLG could not
operate the oil and gas rights on Leases 71 and 363.

It is undisputed that the McKay Lotspeich Group was not a legal entity but
was instead a term used to refer to a large group of thirty six unaffiliated
individuals.” (Platinum Memorandum at 17). The McKay-Lotspeich Group
could not have owned or been approved as an operator of the Lease Interests
because it had no legal existence. The parties in Golden Oil intended that the

McKay-Lotspeich Group would form an entity to own and operate the Lease
Interests.

11
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Platinum Memorandum at 17,

The Nation disputes Platinum’s assertion as both legally and factually wrong. Legally, it
is clear that MLG was a partnership that owned and operated oil and gas wells. For example,
under Texas law, any group of individuals may be a partnership and may conduct business or
own assets. Section 152.051(b) of the Texas Business Organization Code provides:

(b)--Except as provided by Subsection (c) and Section 152.053(a), an association

of two or more persons to carry on a business for profit as owners creates a
partnership, regardless of whether:

(1) the persons intend to create a partnership; or
(2) the association is called a “‘partnership,” “joint venture,” or other name.

Although a partnership ordinarily is formed for the transaction of a general business of
some particular kind, its purpose may be for the prosecution of a single adventure or transaction.
First. Nat. Bank of Brownwood v. Chambers, 398 S.W.2d 313, 316 (Tex. Civ. App. 1965). The
statements of the parties as to whether they have intended to form a partnership are not
conclusive on the question of whether a partnership is in fact formed. In re Cooper, 128 B.R.
632, 636 (Bankr. E.D. Texas 1991). Even an express statement in a contract disavowing the

intent to form a partnership is not dispositive of the issue. Jd.

The best refutation of Platinum’s position is the fact that MLG, represented by the firm of
Dolan & Domenici, P.C., took a very active role in the Golden Qil Chapter 11 case in order to
protect its claims against Golden Qil. The dispute between MLG and Golden Oil arose in 1991
after Golden Oil purchased the assets of Chace Oil, and, on June 4, 2004, Golden Qil filed a
Motion to Compromise its dispute with MLG (as Docket No. 311). Facing “the prospect of
spending a fortune in legal fees to obtain questionable benefit” Golden Oil and MLG decided to

compromise their “decade-old dispute:”

12
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Thus, the parties were motivated to settle their decade-old dispute. The
MLG will accept a “divorce” of interests from the Debtor. The compromise
requires the Debtor to accept certain interests of the MLG and for the MLG to
receive an essentially equivalent value of interests and liabilities.

Motion to Compromise, § 10 at 3.
The Debtor attached a copy of the MLG Settlement Agreement and summarized the

Compromise with the following words:

The general terms of the compromise are that the MLG will receive all of
the Debtor’s interest in wells in the 71 lease and 363 lease in exchange for
releasing all their interests in all other leases. The MLG will fulfill the plugging
and abandonment regulations for the well interests on the 71 and 363 leases. The
Debtor will, however, continue the rework of certain wells, and recover its costs
from production, prior to transfer of those well interests. Both parties receive
releases.

Motion to Compromise, ¥ 12 at 3.

The Settlement Agreement, filed on June 4, 2004 as Docket no. 31 1-2, contains a
long list of obligations to be undertaken by and assets to be transferred to MLG,
including:

— the transfer to MLG of all right, title and interest to the gas-gathering
system located on Lease 71 (Settlement Agreement § 3(b) at 3);

— the transfer to MLG of certain wells on Lease 71 (Settlement
Agreement, 7 3(c) at 4);

— an agreement to split the work yard currently located on the well 71-7
location (Settlement Agreement, § 5 at 5);

— the obligation that MLG will maintain its own roads on Lease 71
(Settlement Agreement, 5 at 5);

— an agreement for Golden Oil and MLG to share field employees and to
work for MLG at least 50% of the time (Settlement Agreement, 6 at 5);

— an agreement that all unclaimed partnership interests in Leases 71 and
363 will go to MLG (Settlement Agreement, § 7(b) at 6);

— an agreement to dismiss, with prejudice, MLG’s state court litigation
against Golden Oil (Settlement Agreement, § 10 at 8);

13
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- the transfer of all of Golden Oil’s right, title and interest to any and all
wells located on Lease 363, subject to all liabilities including but not
limited to all past due royalty payments involving persons other than
Golden Oil (Settlement Agreement, § 11 at 8);

— an agreement for Golden Oil and MLG to “cooperate fully” with each
other to obtain any “applicable lease assignments from relevant entities

such as the Jicarilla Apache Nation . . .” (Settlement Agreement, 17 at
11); and

— payment by MLG of “up to $25,000 of Committee Counsel’s bill upon
final approval (Settlement Agreement, ¥ 18 at 11).

The Settlement was executed by George Lotspeich, Horace McKay and by Peter
Domenici, Jr., as counsel for MLG. Although the Motion to Compromise was filed months after
Platinum was formed, no mention is made of Platinum, either in the Settlement Agreement or in
the Motion to Compromise. Clearly, MLG, by assuming obligations, providing releases and
accepting both assets and employees, acted as a legal partnership entity with continuing
operations.

It is also clear that MLG intended to accept well interests on Lease 71 and Lease 363
subject to most liabilities and with an agreement to cooperate to “obtain any applicable lease
assignments” from the Nation. (Settlement Agreement, Y 11 at 8). Thus, the Settlement
Agreement, like the Golden Qil Plan, anticipates that MLG and Golden Oil will cooperate to
obtain approvals and licenses as required by the Nation.

Platinum fails to provide any evidence that MLG or any other party have paid the
outstanding royalty payments to the Nation, as provided in the Settlement Agreement. Platinum
also offers no evidence that Golden Oil ever executed documents required under the Golden Oil

Plan and Confirmation Order to transfer “legal title” under the 1991 asset purchase agreement, '

"2 Recognizing that a break exists in the chain of title from Chace Oil to Golden Oil, the Settlement Agreement
provides at paragraph 16(b) “In the Debtor’s Plan of Reorganization, the parties agree that a person (not MLG) witl
be authorized by the Court on behalf of Chace Oil Company, Ltd. to execute all title transfer forms and
documentation as may be deemed necessary or desirable by counsel for GOC to complete and perfect the

14

Case 09-10832-j11 Doc 210 Filed 04/19/10 Entered 04/19/10 21:21:46 Page 14 of 26



and neither the Debtor nor MLG executed the “forms required by the Jicarilla Apache Nation” as
was also required by the Golden Oil Plan and Confirmation Order.”” Because no such
documents were executed, Platinum’s chain of title is missing an important link.

Moreover, not a single provision of either the Golden Oil Plan or Confirmation Order
attempts to override the Tribal Code or the IMLA."® To the contrary, the Golden Oil Plan and
Confirmation Order specifically require the Debtor and MLG to execute JAN documents
necessary to the transfer of such assets, which execution also never occurred. And recent case
law makes clear that assumptions, assignments or sales of estate assets or leases remain subject
to governmental regulations and rules adopted by organizations governing such rights. See, In re
Dewey Ranch Hockey, LLC, 414 B.R. 577, 590 (Bankr. D. Ariz. 2009). (“In the final analysis,
the court can not find or conclude that the interests of the NHL can be adequately protected if the
Coyotes are moved to Hamilton without first having a final decision regarding the claimed rights
of the NHL and the claims of the debtors and PSE.”); In re Magness, 972 F.2d 689, 697 (6" Cir.
1992) (court prohibited chapter 7 trustee from selling a golf club and country club membership

where such sale would move the sale of that membership ahead of those on the country club’s

conveyance to Golden Oil Company and/or a wholly-owned subsidiary corporation thereof, of all assets originally
purchased from Chace Oil Company pursuant to that certain Asset Purchase Agreement dated Apri! 5, 1991.” While
the Golden Gil Plan so provided, no action was taken to execute such transfer forms and documentation. See
Nation’s Memorandum at 7.

13 Platinum’s Memorandum fails to respond to the specific language of the Confirmation Order which recognizes

that the Debtor must execute documents necessary to transfer “legal title of assets under the 1991 asset purchase
agreement between Chace and the debtor, specifically including forms required by the Jicarilla Apache Nation and
the documents necessary to transfer assets to the MLG group in accordance with Article 7 of the Plan.”
Confirmation QOrder 9 33.

' Indeed, neither the Plan nor the Confirmation Order can be construed as a waiver of one of the Nation’s
sovereign powers unless Platinum can show that they constitute such a waiver by the Nation “in unmistakable
terms.” Merrion v. Jicarilla Apache Nation, 455 U.S. 130, 148 (failure to expressly reserve the right to tax
production by an IMLA lessee held not to constitute a waiver of the right to impose taxes on production). Platinum
makes no effort to satisfy this heavy burden, nor could it if it tried. Indeed, as discussed below, the IMLA also
expressly recognizes continuing inherent tribal jurisdiction over such leases.
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waiting list.) Thus, the Nation has shown that it is entitled to summary judgment as a matter of

law.

B. The Nation Has Not Admitted That
Platinum Holds Operating Rights.

At several points in Platinum’s Memorandum, Platinum claims that the Nation took a
“dramatically different position in the Adversary Proceeding than in the JAN’s Objection to
Motion to Assume.” Platinum Memorandum at 3. Based on those allegedly new and contrary
positions, Platinum argues that the Nation should be deemed to have admitted that the Leases
were assumed and assigned to Platinum under the Golden Qil Plan. Platinum also relies,
impermissibly, on certain Settlement Documents exchanged between Madison and the Nation in
2008 as the parties sought to avoid litigation.

1. The Nation’s Position in This Case Has Not
Changed, and Isolated Clauses and Sentences

Taken from Pleadings Are Not Admissions.

Platinum points to several perfunctory sentences in the Nation’s Objection to Platinum’s
Motion to Assume and in the Nation’s Motion to Dismiss and argues that the Nation has
admitted the very thing it contested, that Platinum holds any rights in Leases 71 and 363.
(Platinum Memorandum at 2 — 4). That argument legally is wrong and, in fact, absurd because
the Debtor’s Motion to Assume Leases (“Motion to Assume”) did not aliege that Platinum
received Operating Rights in the Golden Oil bankruptcy. Rather, Platinum’s Motion to Assume
asserted that Platinum was the lessee of Leases 71 and 363, a position which Platinum effectively
abandoned when it admitted that it does not hold or claim Record Title to either Lease. As
discussed above, only the Record Title holder is the lessee under the IMLA and applicable case

law.
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At the outset of this Case, the Nation denied that Platinum took any rights under the
Golden Oil Plan, and the Nation’s current position remains the same — Platinum received nothing
under the Golden Oil Plan and Platinum remains subject to the IMLA and the Nation’s Code.
Any perceived changes by the Nation are simply responses to changes in Platinum’s position,
from a claim that it owned the Leases to its current position that it owns only certain Working
Interests and Operating Rights.

The Tenth Circuit Court of Appeals specifically rejected Platinum’s position, that
pleadings submitted by counsel are part of the factual record and are treated, per se, as judicial
admissions. Guidry v. Sheet Metal Workers Int'l Assoc., Local No. 9, 10 F.3d 700, 716 (10th
Cir. 1993) (“[I]n the Tenth Circuit briefs are not part of the record, and statements made in briefs
may be considered admissions at the court’s discretion.”). Rather, judicial admissions are
formal, deliberate declarations which a party or his attorney makes in a judicial proceeding for
the purpose of dispensing with proof of formal matters or of facts about which there is no real
dispute. U.S. Energy Corp. v. Nuken, Inc., 400 F.3d 822, 833 n. 4 (10th Cir, 2005).

The positions taken by the Nation are not inconsistent. Yet, even if they were,
inconsistent statements made in the alternative are not .formal, deliberate declarations that
reasonably could be construed as judicial admissions. Id. See also this Court’s unreported
decision in Lopez v. Lopez, No. 07-03014749 JA, 2009 WL 3754204 (Bkrtcy. D.N.M. Nov. 5,
2009).

2. Platinum’s Pleading Has Changed, Not the Nation’s
Opposition to Platinum’s Effort to Assume the Leases.

Platinum’s Motion of the Debtor to Assume alleged that Platinum had acquired Leases 71
and 363 pursuant to the June 20, 2005 Stipulated Agreement and requested that Platinum be

authorized to assume the original 1951 and 1966 Leases, copies of which were attached to
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Platinum’s Motion. At first (and until September, 2009), the Nation understood that Platinum
was claiming to be the Record Title holder and seeking to assume the entire Leases.
Subsequently, Platinum’s position changed and it now claims that it holds only certain Working
Interests and Operating Rights in the Leases. (See, Platinum Memorandum at 7). In its Motion
to Assume, Platinum alleged:
The order confirming the Golden Qil Plan was entered on October 6, 2004

[Docket No. 399]. Following confirmation of the Golden Oil Plan, the

Bankruptcy Court in Golden Oil entered an order specifically enforcing a

settlement among the Debtor and other parties providing for the assignment to the

Debtor of the interests of various lessees under the Leases (the “Order Enforcing

Settlement”). The Order Enforcing Settlement was entered on June 20, 2005
[Docket No. 466].

Motion to Assume, § 3 at 2.

Platinum’s Motion to Assume does not refer to Operating Rights or Working Interests at
all. Rather, Platinum merely alleged that it became lessee under the Leases as the result of “a
settlement among the Debtor [Golden Oil] and other parties . . .”” and that it acquired the
“interests of various lessees” pursuant to the Order Enforcing Settlement entered in June, 2005,

In its Objection, the Nation argued, among other things, that the Leases were not
executory contracts that could be assumed in a bankruptcy case and that Code § 365(c)(1)
prohibited assumption and assignment of executory contracts where applicable law excuses the
non-debtor party from accepting performance from anyone other than the Debtor. (Objection at
1-3;12-15; 17~ 19.) Itis axiomatic that, if, as the Nation argued, Platinum could not assume
and assign its interests to a third party without approval by the Nation, then the Nation also
believed that Platinum could not have received its alleged rights via an assumption and
assignment in the Golden Oil Bankruptcy.

In its Memorandum, Platinum cites to another case, The Jicarilla Apache Nation v. The

Bank of Montreal, et al. (In re CDX Rio, LLC, Case No. 09-32137 (Bankr. S.D. Tex. 2009) in
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which the Nation took the same position as was taken in this case — that the Nation’s Leases
cannot be assumed without the consent of the Nation. There has been no change in the Nation’s
position, either in this case or in CDX Rio. There is absolutely no basis for Platinum’s claim that
the Nation has changed its position on this issue or that the positions taken by the Nation in the
Objection and the Adversary Proceeding are inconsistent. >

3. Platinum’s Use of Inadmissible Draft Settlement Documents

Violates the Federal Rules of Evidence and Does Not
Constitute an Admission That Platinum Holds Valid Rights.

Platinum also relies on draft settlement documents having no probative value to establish
that the Nation admits Threshold Issues. These settlement documents are inadmissible as well as
irrelevant.

In support of its argument, Platinum offers draft, unexecuted, settlement documents
exchanged in 2008 between Madison and the Nation, including a draft Memorandum of
Understanding. Such documents prepared and exchanged in connection with settlement of
anticipated litigation are clearly inadmissible under the Federal Rules of Evidence, incorporated
by the Bankruptcy Rules and have no probative value as to the “facts” contained therein.

Evidence of conduct or statements made in anticipation of settlement are inadmissible.
Federal Rule of Evidence 408(a)(2) states:

Evidence of the following is not admissible on behalf of any party, when offered

to prove liability for, invalidity of, or amount of a claim that was disputed as to

validity or amount, or to impeach through a prior inconsistent statement or
contradiction:

'3 By applying Platinum’s logic, the Nation could argue that, in Paragraph 3 of the Motion to Assume, Platinum
admits that Platinum took its rights from the Stipulated Order, not under the Gelden Qil Plan, or that Platinum is
now barred from asserting that it holds only some “Operating Rights” and some ‘“Working Interests” in certain wells
because it previously, though mistakenly, alleged that it held rights to the entire Leases. Such arguments would be
contrary to established law and are absurd. They would turn a Bankruptcy Case, where many of the facts simply are
unknown at the outset, into a ridiculous game of “gotcha.”
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(2) conduct or statements made in compromise negotiations regarding the claim,

except when offered in a criminal case and the negotiations related to a claim by a

public office or agency in the exercise of regulatory, investigative, or enforcement

authority.

The general understanding among lawyers is that inconsistent conduct or statements
made in connection with compromise negotiations may not be admitted for impeachment
purposes. EEQC v. Gear Petroleum, Inc., 948 F.2d 1542, 1545 (10th Cir. 1991). See generally,
New Mexico v. Aamodt, 582 F. Supp. 2d 1313, 1320 (D.N.M. 2007) (“holding that evidence
gathered during settlement negotiations of water rights were inadmissible™).

During 2008, Madison and the Nation attempted to resolve their dispute regarding the
Operating Rights and, in connection with such, exchanged draft settlement documents which
were never executed by the parties. To provide the requisite tribal authority anticipated for such
settlement, the Nation’s Tribal Council passed a resolution, subsequently revoked, that tracked
the language requested by Madison and Sagebrush in connection with such settlement.

Such draft documents, resolutions and statements were created in an effort to avoid
litigation, and are entirely inadmissible. They have no probative value because the parties who
drafted them were attempting to resolve and these draft documents anticipated an amicable
resolution of the dispute. Those discussions ended when Madison and Sagebrush adopted a
different strategy to resolve the dispute.

As stated in the February 17, 2010 Hook Letter, Madison and Sagebrush decided to
follow another way of “cutting through and resolving outstanding title issues with respect to
ownership of the working interests/operating rights” for several Tracts of Leases 71 and one

Tract of Lease 363. They acquired Platinum and commenced this Chapter 11 case. Accordingly,

the draft settlement documents and resolution are not admissible as evidence of any position and
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Platinum’s somewhat desperate attempt to admit such documents into evidence should be

rejected.

III.  Assignment of Operating Rights from Chace to Golden Oil,
From Golden Qil to MLG and from MLG to Platinum, Each

Required The Nation’s Approval under the IMLA and the Nation’s Code.

In it’s original Memorandum, the Nation showed that, pursuant to the IMLA and the
Nation’s Code, transfers of Operating Rights must be approved by the Nation to be effective
against the Nation. (Nation’s Memorandum at 18-25). Platinum responds that it need not
comply with any requirements contained in Title 18 of the Nation’s Code because 25 C.F.R. §
211.53 requires compliance with tribal codes only if the underlying lease so requires.!®
(Platinum Memorandum at 29.) Platinum’s interpretation violates the “plain meaning” of §
211.53 as well as the special canons of interpretation adopted by the Tenth Circuit and by the
United States Supreme Court favoring Indian interests.

It is well settled that, unless there is a clear indication of congressional intent to abrogate
Indian sovereignty rights, the court is to apply the special canons of construction to the benefit of
Indian interests. EEOC v. The Cherokee Apache Nation, 871 F.2d 937, 939 (10th Cir. 1989).
Reversing a District Court decision regarding the jurisdictional authority of the Equal
Employment Opportunity Commission (EEOC) over the Cherokee Nation, the Tenth Circuit
stated:

While normal rules of construction would suggest the outcome which the district

court adopted, the court overlooked the fact that normal rules of construction do

not apply when Indian treaty rights, or even nontreaty matters involving Indians,
are at issue. See, e.g., Montana v. Blackfeet Tribe, 471 U.S. 759, 766, 105 S.Ct.
2399, 2403, 85 1..Ed.2d 753 (1985) (“[S]tatutes are to be construed liberally in
favor of the Indians, with ambiguous provisions interpreted to their benefit.”);
County of Oneida v. Oneida Indian Nation, 470 U.S. 226, 247, 105 S.Ct. 1245,
1258, 84 1..Ed.2d 169 (1985) (“[T]he canons of construction applicable in Indian

' The operative sentence of 25 C.F.R, § 211.53 relied upon by Platinum is, “The Indian owner also must consent
and approve of the transfer or assignment if the relevant lease so requires.”
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law are rooted in the unique trust relationship between the United States and the
Indians. Thus, it is well established that treaties should be construed liberally in
favor of the Indians, with ambiguous provisions interpreted to their benefit.... The
Court has applied similar canons of construction in nontreaty matters.”); Merrion
v. Jicarilla Apache Tribe, 455 U.S. 130, 152, 102 S.Ct. 894, 909, 71 L..Ed.2d 21
(1982) (“[1]f there [is] ambiguity ... the doubt would benefit the tribe, for
‘ambiguities in federal law have been construed generously in order to comport
with ... traditional notions of sovereignty and with the federal policy of
encouraging tribal independence.’ «) (quoting White Mountain Apache Tribe v.
Bracker, 448 U.S. 136, 143-44, 100 S.Ct. 2578, 2583-84, 65 L.Ed.2d 665 (1980)).

EEOQOC v. The Cherokee Apache Nation, 871 F.2d at 939,

In addition to the Tenth Circuit’s holding that statutes are to be construed in favor of
Indian tribes, it is hornbook law that courts should attempt to give some reasonable meaning to
all of the words included in a legislative enactment. American Stores Co. v. American Stores Co.
Retirement Plan, 928 F.2d 986, 990 (10th Cir. 1991).

Platinum’s interpretation of § 211.53, violates these canons of statutory interpretation
because Platinum would turn a provision that makes tribal approval mandatory under certain
circumstances (‘‘The Indian owner also must consent . . . *) into its opposite - a provision that
prohibits compliance with Tribal Codes if the lease does not so provide. Platinum’s
interpretation of § 211.53 would effectively eliminate the Nation’s ability to control business
and mining activity on the Nation’s Lands unless the original Lease so provided. No court has
ever agreed with Platinum’s interpretation of § 211.53.

To the contrary, § 211.53 must be read consistently with the other provisions of the
IMLA, such as 25 C.F.R. § 211.1(d), which provides:

“Nothing in the regulations in this part is intended to prevent Indian tribes

from exercising their lawful governmental authority to regulate the conduct of
persons, businesses, operations or mining within their territorial jurisdiction.”

Moreover, the Supreme Court has ruled that the IMLA must be interpreted so as to give

priority to Tribal Codes and procedures. The standard principles of statutory construction do not
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have their usual force in cases involving Indian law. See Montana v. Blackfeet Tribe, 471 U.S.
759, 766 (1985). Statutes are to be construed liberally in favor of Indian tribes, with ambiguous
provisions interpreted to their benefit. /d.

Any other reading would create an exception that swallows the entire regulatory scheme
created by the IMLA, the Tribal Code, approved by the DOI and applied by hundreds of court
opinions. Given that few oil and gas leases specifically require tribal approval, Platinum’s
interpretation, supported by no case law, would eliminate the entire regulatory scheme of the
IMLA and Title 18 of the Nation’s Code.

IV.  The Assignment of Operating Rights to Star Acquisition,

Which Operated Wells for Two Years after the 2005 Assignment,
Is Not Void A5 Initio Based on The Nation’s Failure to Approve.

In its original Memorandum, the Nation explained that on, June 23, 2005, three days after

allegedly receiving rights in the June 20, 2005 Stipulated Order, MLG and Platinum assigned

their collective Operating Rights and Well Interests to Star Acquisition reserving only certain
“net profits” from certain wells. (Nation’s Memorandum at 9 - 13). Star Acquisition then
obtained an Operator Permit from the Nation and operated certain wells for the next two years,
In response, Platinum argues that its assignment of rights to Star Acquisition VII, LLC
(“Star Acquisition”) is void ab initio based upon the Nation’s and DOI’s failure to approve such
assignment. To begin with, only the Nation, not DOI, approves assignments of Operating
Rights."” Thus, on its face, Platinum’s argument fails because the “DOI Approval” clause, on

which Platinum bases its argument, is ineffective because the DOI does not approve such

" Cross Creek Corp., 131 IBLA at 36 n. 10 (“In particular, it appears that the assignment of operating rights does
not require BIA approval. Appellant has provided a copy of a Sept. 30, 1988, letter from BIA, which states that, as
of August 1987, it will no longer process assignments of operating rights. The assignment of record title does
require BIA approval.”).
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transfers. It is clear that the assignment from MLG/ Platinum to Star Acquisition is not void ab
initio, because that assignment was not contingent on obtaining the Nation’s approval.

Platinum’s argument is also defeated by the February 17 Hook Letter from Madison’s
Counsel to the DO, which clearly shows that Madison and Sagebrush, not the Nation, decided to
end discussions in 2009 to obtain the Nation’s approval of the chain of the transfer of certain
Working Interests and Operating Rights from Chace Oil. It was Madison and Sagebrush, not the
Nation, that decided to buy Platinum, a shell company with no assets or operations, so that they
could manufacture this Chapter 11 case and invoke this Court’s Jurisdiction as a means of
“cutting through” the outstanding issues.

That strategy backfired because Platinum cannot now claim that the proposed assignment
is void due to the Nation’s decision to reject the transfer application. As discussed in the
deposition of Kurt Sandoval, the approval process for the transfer of operating rights does not

begin until there is a full and complete submission under the required JAN forms under Title 18

and the approval process may take a year or two after a full and complete form is submitted.
(Deposition of Kurt Sandoval at 204). It was Platinum’s affiliates, Madison and Sagebrush, who
cut off discussions, not the Nation. Moreover, none of the claimants to the Operating Rights and
Working Interests — Platinum, Star Acquisition, Madison and Sagebrush — even submitted a
completed JAN-2 application to the Nation seeking approval of a transfer of Operating Rights.'
The Nation cannot be said to have denied approval when, in fact, the process never began

because Madison, Sagebrush and Platinum all failed to property apply for the transfer of

18 Deposition of Kurt Sandoval, page 170. In response to a question from Mr. Jones as to why the Nation has not
approve the transfer to Platinum, Mr. Sandoval states: "To the best of my knowledge, what I understand is the
change — change in approval — or the change — change in ownership from Chace Oil on was never approved — or
never presented fully to the Nation. And by "fully,” I'm saying that the forms were not completed or submitted and
signatures were not in those — a lot of those forms. There's been an attempt by different entities to go ahead and try
to secure those, but thy can't seem to get everybody to sign the same documents to get — to move that forward. " On
the following page, Mr. Sandoval states that he is referring to the JAN-2 forms regarding transfer of operating rights.
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operating rights. Given that approval was never sought and given that Madison and Sagebrush
ended negotiations with the Nation, the cases cited by Platinum are clearly inapplicable.
Any interest that Platinum may have possessed in the Operating Rights was assigned to

Star Acquisition. Platinum’s claim that the assignment to Star Acquisition was conditioned upon
approval by the Nation — the true entity with approval rights — is simply false. Not only does the
purchase and sale agreement cited by Platinum anticipate that Star Acquisition would be unable
to obtain Secretary approval before closing, it states that the assignee is to have exclusive control
and authority over the Operating Rights regardless of Secretary approval. Platinum irrevocably
assigned any interest in the Operating Rights and, at most, now has a claim against Star

Acquisition for breach of contract.
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CONCLUSION
WHEREFORE, the Jicarilla Apache Nation respectfully requests entry of an Order:

(i) declaring that Platinum has no Operating Rights in the Jicarilla Leases; or, in the alternative,
(ii) declaring that any Operating Rights Platinum may have are limited to those it took under the
Stipulated Order, are unenforceable because such transfer was not approved by the Nation and
not subject to assumption under section 365; and (iii) granting such other relief as this Court
deems just and proper.

Respectfully submitted,

THE JICARILLA APACHE NATION

By: /s/ Robert J, Labate
Robert J. Labate

Shenan Atcitty

Robert J. Labate {6184945)
Barbra Parlin

Joi M. Thomas

HOLLAND & KNIGHT LLP
131 S. Dearborn Street, 30™ Floor
Chicago, Illinois 60603
(312) 263-3600
shenan.atcitty@hklaw.com
robert.]abate@hklaw.com
barbra.parlin@hklaw.com

joi.thomas{@hklaw.com
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FOGNANI & FAUGHT,PLLC

Attorneys at Law

February 17, 2010

VIA FEDERAL EXPRESS

Re: Jicarilla Oil and Gas Lease Nos. 71 and 363, Jicarilla Apache Nation, Rio
Arriba County, New Mexico

Dear Mr, Echohawk:

We represent Madison Capital Company, LLC (“Madison”) and Sagebrush
Holdings/O&G, LLC (“Sagebrush”). In February of 2009, for reasons more fully addressed in
this letter, Sagebrush acquired ownership of Platinum Qil Properties, LLC (“Platinum™). Atthe
time of the acquisition, Madison and Sagebrush believed (as they continue to believe) that
Platinum holds the working interests/operating rights in and to certain tracts/depths in two oil
and gas leases covering lands held in trust by the United States for the Jicarilla Apache Nation
(“JAN™) within the exterior boundaries of the Jicarilla Apache Reservation in Rio Arriba County,
New Mexico. The two leases are Jicarilla Oil and Gas Mining Lease — Contract No. 71, dated
March 14, 1951 (“Lease No. 717) and Jicarilla Oil and Gas Mining Lease — Contract No. 363,
dated April 18, 1966 (“Lease No. 363”).

Because of certain actions and inactions of the JAN and the United States Department of
the Interior (“DOI"), on March 2, 2009, Platinum was forced to file a Chapter 11 bankruptcy
action in the United States Bankruptcy Court for the District of New Mexico, Case No. 09-
00922-JEC-LAM., In the bankruptcy case, Platinum is seeking, among other relief, an order of
the court authorizing Platinum’s formal assumption of Lease Nos. 71 and 363, and a
determination that either (i) no defaults exist with respect to Lease Nos. 71 and 363 or (ii) if any
defaults exist, the requirements to cure such defaults and an opportunity to cure them. The DOI
did not file a formal objection to Platinum’s assumption of Lease Nos. 71 and 363, but is now
contending that Platinum does not hold the working interests/operating rights under Lease Nos.
71 and 363.

We, along with Platinum, are seeking the assistance of the DOI in achieving a resolution
of all of the outstanding issues pursuant to the DOI’s trust authority and responsibility with
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FOGNANI § FAUGHT,PLLC
Attorneys at Law
Mr. Larry Echohawk
February 17, 2010
Page 2

respect to the lands that are subject to Lease Nos. 71 and 363, and the DOI’s statutory and
regulatory authority to issue oil and gas leases and administer oil and gas operations on tribal
lands. Platinum would like to assume Lease Nos. 71 and 363, cure any defaults thereunder and
resume operations.

FACTUAL BACKGROUND

Between late 2005 and September of 2006, Madison entered into a series of agreements
with Star Acquisition VII, LLC (“Star VII”) to fund the development of certain tracts/depths in
Lease Nos. 71 and 363. At the time of these agreements, Platinum had executed agreements to
assign its interests to Star VII, conditioned upon approval of the DOI. Star VII represented to
Madison that Star VII was in the process of obtaining DOI approval and that such approval
would be forthcoming shortly. In return for the development funding, Star VII granted Madison
a significant overriding royalty interest in each of the two Leases; however, under certain
circumstances, each of these overriding royalties was escalatable to 100% and convertible to the
working interest in the Lease on which it was a charge. Under the terms of the agreements, full
escalation of the overriding royalty interests and their conversion to working interests would
result in Madison’s replacing Star VII as the holder of the working interests/operating rights in
both Leases. Further, the agreements gave Madison the right under certain circumstances to
remove and replace Star VII as the operator of the two Leases.

When Madison attempted to file the instruments described above with the JAN and with
the Bureau of Indian Affairs’ title plant in Albuquerque, New Mexico for inclusion in the real
property records of the JAN, however, the instruments were returned to Madison with the
notation that at that point Star VII did not have an approved record title interest, an operating
rights interest, a working interest or an overriding royalty interest in either Lease No. 71 or Lease
No. 363 or any of the wells located on the Leases.

. The JAN informed Madison and Sagebrush that Platinum held the working
interests/operating rights in Lease Nos. 71 and 363! because neither the JAN nor the DOI ever
approved Platinum’s assignments to Star VII. Platinum acquired the working interests/operating
rights under Lease Nos. 71 and 363 pursuant to the confirmed Chapter 11 Plan and the orders of
the Bankruptcy Court in In re Golden Oil Company, Case No. 03-36974-82-11 (Bankr. S.D. Tex.
2003). The Golden Oil Bankruptcy Court issued various orders specifically enforcing a
settlement among Platinum, Golden Oil and other parties providing for the assignment to
Platinum of the working interests/operating rights in the relevant tracts/depths in the
Leases/wells. The DOI participated in the Golden Oil case, initially objecting to the settlement
and assignment of the working interests, but ultimately withdrawing that objection. The
confirmed Golden Oil Chapter 11 plan discharged certain liabilities of the holder of title to the

' Apparently, record title to Lease No. 71 is in BP America Production Company, Inc., and record title to
Lease No. 363 is in EnterVest Funds.
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working interests/operating rights in the Leases. Although the JAN never filed objections in the
Golden Oil bankruptcy case, it now contends that it is not bound by the orders. of the Golden Oil
bankruptcy court providing for the assignment to Platmum of the working interests/operating
rights in the relevant tracts/depths in the Leases/wells.2

As of the fall of 2007, Madison had worked out a potential solution to the problem of title
to the working mterests/operatmg rights in the relevant tracts/depths in the Leases/wells with the
then-lawyers for the JAN.> The proposed approach would have allowed the JAN assignment
forms to be modified in a way that was acceptable to the successor holders of title to the working
interests/operating right in the relevant tracts/depths in the Leases/wells while ensuring that a
final determination would be made as to whether there were any outstanding royalties and taxes
due. Amounts for unpaid or underpaid taxes or royalties not discharged in the Golden Oil
bankruptcy, if any, would be paid by the parties who should have paid them at the time they were
incurred. With this, all of the assignments of working interests/operating rights in the relevant
tracts/depths in the Leases/wells into Star VII would have been approved and the instruments
creating Madison’s overriding royalty interests and related rights would have been accepted for
filing in the JAN’s land title records maintained by the BIA title plant in Albuquerque, New
Mexico.

Unfortunately, before this proposal could be presented and necessary approvals obtained,
Madison learned from a due diligence exercise that it conducted pursuant to its agreements with
Star VII that Star VII was in breach of those agreements. These breaches included the
misappropriation and misapplication of the funds provided by Madison. Madison immediately
took the step of notifying Star VII that Madison was exercising its right to remove Star VII as the
operator of the Leases and of giving notice of its right to escalate and convert its interests so that,
in essence, it would replace Star VII in the two Leases.

2 In the Golden Oil bankruptcy, the BIA first objected to Golden Oil’s Chapter 11 Plan and the
assignment of the various lessees’ interests in the Leases to Platinum, arguing that 11 U.S.C. §365(c)(1)
and federal regulations prohibited assignment of the lessees’ interests in the Leases to Platinum without
the approval of the Secretary of the Interior and the JAN. The BIA later withdrew that objection,
consented to the assignment and expressly represented to the Golden Oil bankruptcy court that all issues
regarding the JAN’s approval, the BIA’s approval and bonding and submission of documents required by
federal regulations had been resolved. In addition, the JAN was represented by counsel, received notices
and actively participated in the Golden Oil bankruptcy. The JAN never objected to the assignment of the
various lessees’ interests in the Leases to Platinum. After confirmation of Golden Qil’s Chapter 11 plan,
Platinum posted the performance bond required by the Secretary of the Interior, and the JAN issued
Platinum (and later Star VII) an operating permit.

* At this point the JAN was represented by the Nordhaus Law Firm, LLP, Santa Fe, New Mexico. The
lead Nordhaus lawyers on the matter were Wayne Bladh, Esq. and Carol Harvey, Esq.
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During the period when Madison was conducting its due diligence exercise and after it
had given Star VII notice of removal/exercise of the escalation and conversion rights, Madison’s
lawyers were in frequent contact with the then-lawyers for the JAN to make sure that they were
aware of the developing circumstances so that they could communicate them to the JAN.,

When Star VII refused to step aside as the operator and contested Madison’s contractual
right to escalate and convert its interests in the Leases, Madison brought suit against Star VII
seeking, in addition to other relief, confirmation of Madison’s contractual right to remove Star
VII as the operator of the Leases, and of Madison’s contractual right to escalate and convert its
overriding royalty interests in the Leases. Once again, during the period leading up to the filing
of the lawsuit and afterwards, Madison’s lawyers were in frequent contact with the JAN’s then-
lawyers. These contacts were intended to give the JAN assurances that Madison was making
every effort to get Star VII out of the picture, was taking actions to ensure that (i) any
underpaid/unpaid royalties and taxes were properly calculated and paid, (ii) any on-site
operational issues were addressed and (iii) going forward, the Leases/wells would be operated
properly with the goal of increasing production and revenues for the benefit of all parties.

During this period, Madison repeatedly asked the JAN’s then-lawyers and representatives
of the JAN Oil and Gas Administration to determine whether they believed there were any
underpaid/unpaid taxes and royalties outstanding, and if so, to provide the backup and
calculations supporting their conclusion so that an agreement could be prepared whereby
Madison would pay any legitimate amounts. Madison also sought information from
representatives of the DOI’s constituent agency, the Minerals Management Service (“MMS”), as
to any underpaid/unpaid royalties for the same reason. Madison also requested information from
the JAN’s then-lawyers and representatives about whether any other violations/defaults under the
Leases existed so that, after verification, Madison could make arrangements to have them
addressed. Madison also sought information about any outstanding violations/defaults under the
Leases from the DOI’s constituent agency, the Bureau of Land Management (“BLM”), as well as
from the BIA.

Madison asked for approval of the proposed solution to the working interests/operating
rights title issues that had been worked out in the fall of 2007, but had not been approved by the
JAN and/or the DOI. Madison repeatedly requested a sit-down meeting with the decision-
makers for the JAN and their lawyers (and anyone else that the JAN wanted to have participate,
including representatives of the DOI and its constituent agencies) so that an agreement
addressing all outstanding issues with respect to Lease Nos. 71 and 363 could be considered,
negotiated and executed and the Leases/wells could be properly operated going forward,
producing revenue for the JAN and for Madison.

All of this effort was to no avail and in late October of 2007, while its case against

Star VII was proceeding in the courts and Madison was preparing to file for a preliminary
injunction (a course of action of which the JAN’s then-lawyers were kept apprised), Madison
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learned from an unrelated third party that the JAN had shut down Lease Nos. 71 and 363.
Neither the JAN’s then-lawyers nor representatives of the JAN’s Oil and Gas Administration
were willing to tell Madison the reason(s) that the Leases had been shut down or the steps that
would need to be taken to reopen the Leases. There were vague references to a number of
notices of violation (in excess of one hundred), and statements with respect to the failure of Star
VII to pay JAN taxes and royalties (although no detail about the alleged violations or alleged
underpaid/unpaid taxes and royalties was provided) — the very issues that Madison had notified
the JAN about and had been attempting to resolve to everyone’s satisfaction for several months.

On November 30, 2007, the judge in Madison’s case against Star VII entered a stipulated
order (agreed to by Madison and Star VII) under which, in addition to numerous other
provisions, Star VII stepped aside as the operator of the Leases/wells and Madison was
empowered to name itself or another entity to be the operator of the leases on or before
December 14, 2007. The JAN’s then-lawyers were promptly provided with copies of the
stipulated court order once it was signed and entered by the judge on November 30, 2007. On
December 13, 2007, Madison named its affiliate, Sagebrush, as the operator of the Leases and
notified the JAN’s then-lawyers and provided them with copies of the instrument in which
Madison named Sagebrush as the operator of the Leases.

Based on the change of status represented by the November 30, 2007 stipulated order,
lawyers representing Madison and Sagebrush, asked the JAN’s then-lawyers to: (i) furnish them
with copies of the notices of violation that the JAN Oil and Gas Administration had apparently
issued with respect to the Leases/wells; (ii) furnish them with copies of the shut down order
issued by the JAN as well as the supporting documentation; (iii) furnish them with a statement of
the amount of the underpaid Jicarilla taxes, with supporting documentation; (iv) furnish them
with a statement of the amount of the underpaid Jicarilla royalties, with supporting
documentation; and (v) furnish them with a list of the other actions that would have to be taken
in order to cure defaults under the Leases and authorize the reopening of the Leases/wells. In
addition, as they had done many times since September of 2007, Madison’s and Sagebrush’s
lawyers and business representatives continually requested a face-to-face meeting with members
of the JAN Qil and Gas Administration as well as members of the JAN’s governing body and the
JAN’s then-lawyers in order to discuss and resolve all of the outstanding issues. The JAN’s
then-lawyers indicated that they could not provide the requested information to
Madison/Sagebrush because of “privacy issues” as the JAN did not recognize Sagebrush as the
operator of the Leases/wells and the JAN did not recognize that Madison had an interest in the
Leases/wells.

These attempts to gain the information necessary to resolve the outstanding issues with
respect to the Leases and get the Leases/wells reopened and into production — a course of action
that should benefit both Madison/Sagebrush and the JAN - continued without result. Then, in
mid-January of 2008, the JAN’s then-lawyers told Madison/Sagebrush’s lawyers that the JAN
Oil and Gas Administration would be receptive to a letter requesting a meeting in which the
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outstanding issues could be discussed and resolved. The JAN’s then-lawyers made it clear that
the request for a meeting and the request for documentation needed to be made to the JAN Oil
and Gas Administration rather than to the JAN’s then-lawyers. The next day, Madison faxed,
emailed and sent (by regular mail) a letter to the acting director of the JAN Oil and Gas
Administration requesting a meeting where the outstanding issues could be discussed and
resolved.

The acting director of the JAN Oil and Gas Administration telephoned a representative of
Madison, and in the course of the conversation, the Madison representative asked for the same
types of information in advance of the meeting that had previously been requested from the
JAN’s lawyers, including: (i) copies of the notices of violation that the JAN Oil and Gas
Administration had apparently issued with respect to the Leases/wells; (ii) copies of the shut
down order issued by the JAN as well as the supporting documentation; (iii) a statement of the
amount of the alleged underpaid Jicarilla taxes, with supporting documentation; (iv) a statement
of the amount of the alleged underpaid Jicarilla royalties, with supporting documentation; and
(v) alist of the actions that would have to be taken in order to cure any defaults under the Leases
and thus facilitate the reopening of the Leases/wells. This request for documents was made in
order that the meeting between Madison/Sagebrush and the JAN representatives could be a
meaningful meeting where the issues could be addressed and solutions proposed and adopted.
Several minutes after the end of the first conversation, the acting director of the Oil and Gas
Administration called the Madison representative back and indicated that he could not talk with
the Madison representative any further “on advice of counsel,” and that any further conversations
had to take place with the JAN’s then-lawyers rather than with representatives of the JAN’s Oil
and Gas Administration.. This was a complete reversal of what Madison/Sagebrush’s lawyers
had been told by the JAN’s then-lawyers only a week or so earlier. When the
Madison/Sagebrush lawyers called the JAN’s then-lawyers to try to resolve any problem, they
were told that no one should call the JAN Oil and Gas Administration again on
Madison/Sagebrush’s behalf; and that when the JAN Oil and Gas Administration wanted to talk
with Madison/Sagebrush representatives, Madison/Sagebrush would receive a letter from the Oil
and Gas Administration. The JAN’s then-lawyers also asked the lawyers for Madison/Sagebrush
to stop calling them and “putting them in the middle.”

Fearing that the JAN intended to ask the DOI to cancel or terminate the Leases, in
February of 2008, Madison/Sagebrush contacted the Secretary of the Interior and other officials
of the DOI and asked for the DOI’s help in resolving the situation to the satisfaction of
Madison/Sagebrush and the JAN. While Madison/Sagebrush were convinced that there was no
factual basis for the JAN to make a cancellation or termination request or for the DOI to take
action to cancel or terminate the Leases, nevertheless, Madison/Sagebrush had real concern that
that was what was being contemplated. Of course, under the terms of the applicable statutes,
regulations and the terms of the Leases themselves, only the DOI can take action to
cancel/terminate the Leases, and such an action may be taken only under circumstances where a
legitimate factual basis for such an action exists. In March of 2008, Madison/Sagebrush received
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a responsive letter from Lawrence J. Jensen, Deputy Solicitor for the Department of the Interior,
declining to get involved in the resolution of the outstanding issues with respect to the
Leases/wells, but stating that there had been no request for cancellation or termination of the
Leases and that such action was not being contemplated by the DOI.

In January of 2008, Madison/Sagebrush learned that the lawyers who had been
representing the JAN had been replaced. Through intermediaries, Madison/Sagebrush made
contact with the new lawyers* for the JAN to try to set up a meeting with the JAN and their new
lawyers to address and resolve all of the outstanding issues so that the Leases/wells could be
reopened and placed in production — to the benefit of both Madison/Sagebrush and the JAN. It
was not until early May of 2008 that the new lawyers for the JAN offered Madison/Sagebrush a
meeting to discuss the outstanding issues with members of the JAN’s governing council at the
new law firm’s offices in Washington D.C. Despite the fact that there was almost no prior notice
of the opportunity for this meeting, at significant time commitment and expense, representatives
of Madison/Sagebrush (including their lawyers) traveled from Colorado to attend At the time,
the meeting appeared to have been productive and to offer the opportunity for the positive
resolution of the outstanding issues. At the conclusion of the May 5, 2008 meeting, one of the
new lawyers for the JAN asked Madison/Sagebrush to prepare a title memorandum with respect
to the ownership of the working interests/operating rights in the relevant tracts/depths in the
Leases.

Lawyers for Madison/Sagebrush prepared the requested memorandum and provided it to
the lawyers for the JAN on or about May 7, 2008. The JAN’s lawyer who had requested the
memorandum contacted the lawyer for Madison/Sagebrush who had prepared the title
memorandum and requested a far more detailed title memorandum. Knowing the amount of
time and money that would be required to prepare a comprehensive title memorandum for all of
the interests in the Leases from inception to the current date, in mid-May of 2008,
Madison/Sagebrush’s lawyer prepared a memorandum for the JAN’s lawyers setting out the
known title information and seeking to find the point in the chain of title that all parties could
agree upon as the reasonable starting point. In response to that memorandum, in late May or
early June of 2008, the JAN’s lawyer told the Madison/Sagebrush lawyer during a telephone
conference that she and her firm’s bankruptcy lawyers had looked at the title information
provided by Madison/Sagebrush and the title information in the possession of the JAN and had
concluded that the working interests/operating rights in the relevant tracts/depths in the
Leases/wells were currently held by Platinum by virtue of the bankruptcy court’s orders in the
Golden Oil bankruptcy. From that point forward, all discussions concerning the actions
necessary to place title to the working interests/operating rights in the relevant tracts/depths in
the Leases/wells were based on the premise that those interests were held by Platinum.

4 The new lawyers for the JAN were the law firm of Holland & Knight of Washington, D. C. The lead
Holland & Knight lawyer was Shenan R. Atcitty, Esq.
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Once the parties had agreed that title to the working interests/operating rights in the
relevant tracts/depths in the Leases/wells were currently held by Platinum, lawyers for
Madison/Sagebrush had a series of conversations in which they attempted to establish the
manner in which Platinum could assign its interests to Sagebrush. Neither Platinum nor
Sagebrush was willing to sign assignments that would have revived liabilities that had been
discharged in the Golden Oil bankruptcy. As a result, the appropriate JAN assignment forms
would have to be modified to take into account the effect of the discharge in the Golden Oil
bankruptcy. In addition, the JAN had shut down the Leases/wells in the late fall of 2007, and
Sagebrush needed to know the reasons for the closure so that it could design a plan for resolving
any defaults under the Leases and reopen the Leases/wells so that production could be
reestablished.

The JAN’s lawyers took the position that only the JAN’s Oil and Gas Administration
personnel and Revenue Department personnel could provide a list of the defaults that needed to
be addressed from the JAN’s perspective, and it was weeks before the JAN’s lawyers provided a
list of areas of concern to Madison/Sagebrush. At this point (in July of 2008), lawyers for
Madison/Sagebrush had lengthy telephone conversations with the JAN lawyers and personnel
from the JAN’s Oil and Gas Administration and Revenue Department in order to try to clearly
identify the Lease defaults that Sagebrush would need to address before the Leases/wells could
be reopened. However, it was difficult to get the JAN’s representatives to specifically identify
the issues, and this process dragged on, with the JAN’s lawyers requesting additional
information from Madison/Sagebrush. Despite the time and cost that it took to locate this
information and put it into a usable form for the JAN’s lawyers, Madison/Sagebrush complied
with these requests. '

It was now mid-summer of 2008, the price of 0il was at an all time high, there was no
prospect of speedy resolution of the outstanding issues in sight (in fact, the outstanding issues
had still not been clearly identified), and the end of the 2008 drilling season was less than two
months away. Despite the record high oil prices, there was no production from the tracts/depths
in the Leases/wells and neither Madison/Sagebrush nor the JAN was reaping any benefit from
the Leases/wells. In addition, Madison/.Sagebrush was very worried that the continued shut-in
status of Leases would affect the long-term viability of the wells located thereon. All of these
concerns were conveyed to and discussed with the JAN’s lawyers, and it was at this point that
Madison/Sagebrush reluctantly suggested that Sagebrush and the JAN enter into an agreement
that would have Sagebrush named as the operator of the relevant tracts/depths in the
Leases/wells with the right to reopen the Leases/wells and reestablish production while the JAN
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and Sagebrush continued to identify and work through the outstanding issues and reduce the
agreements between Sagebrush and the JAN to writing.” The JAN’s lawyers were amenable to
this approach and at great expense, Madison/Sagebrush prepared and presented a draft of the
MOU to the JAN’s lawyers. There were discussions between the JAN’s lawyers and lawyers for
Madison/Sagebrush, and Madison/Sagebrush’s lawyers then redrafted the MOU to meet
concerns raised by the JAN’s lawyers — at great additional expense. After the redrafted MOU
was presented to the JAN’s lawyers, the JAN’s governing council passed a resolution authorizing
its lawyers to negotiate and conclude an agreement with Sagebrush to resolve all of the
outstanding issues, including resolving ownership of the working interests/operating rights in the
Leases/wells,® and allow Sagebrush to reopen and operate the relevant tracts/depths in the
Leases/wells and reestablish production for the benefit of all parties. However, the lawyers for
the JAN indicated to Madison/Sagebrush that they were going to redraft the proposed MOU and
would have a new draft for Madison/Sagebrush’s review in short order.

The JAN’s promised draft of the agreement between the JAN and Sagebrush was not
forthcoming, however, and in September of 2008 — at the end of the 2008 drilling season and
after many additional requests -- Madison/Sagebrush was finally offered another opportunity to
talk with the JAN’s governing council to try to expedite the process. Again, this meeting (in
Albuquerque, New Mexico) was offered on short notice. Nevertheless representatives of
Madison/Sagebrush made the trip at significant expense. Despite the fact that
Madison/Sagebrush had been promised the JAN’s draft of the MOU in advance of the
Albuquerque meeting (with the goal of making the discussions more productive), this did not
happen. Once at the meeting, the representatives of Madison/Sagebrush were offered very little
time to talk with the JANs governing council, and were told that the JAN’s draft of the proposed
agreement was not yet completed, but would be finished in the near term. In other words, there
was no opportunity for meaningful communication with the JAN’s governing council or its
lawyers, and the meeting was essentially useless. Despite this, Madison/Sagebrush continued to
request to be provided with the promised new version of the agreement from the JAN’s lawyers
and to ask what could be done to expedite the process.

Finally, in November of 2008, Madison/Sagebrush received a copy of the version of the
agreement prepared by the JAN’s lawyers; but this draft of the agreement (clearly denominated
as a draft) still contained many blanks and made numerous cross-references to exhibits that were

5 This interim agreement was to be denominated as a memorandum of understanding (“MOU") between
the parties. The use of an MOU approach represented a real investment risk for Sagebrush, but was a no-
risk proposition for the JAN. Afier execution of the MOU, Sagebrush would have invested large amounts
of capital to reopen the Leases and rework the existing wells. However, if at any point the JAN was not
satisfied with the negotiations for a final agreement between the parties, it could simply shut down the
Leases/wells once again, without contractual recourse by Sagebrush.

¢ The JAN resolution identified Platinum as the holder of the working interests/operating rights in the
relevant tracts/depths in the Leases/wells.
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critical to the agreement’s meaning. Despite many requests by Madison/Sagebrush, these
exhibits were never provided, and so, the draft of the agreement prepared by the JAN’s lawyers
could not be reviewed, evaluated or further negotiated, and was in effect useless, The Jan’s
version of the agreement did, however, cite Platinum as the holder of the working
interests/operating rights in the relevant tracts/depths in the Leases/wells.

Madison/Sagebrush subsequently decided that Sagebrush would acquire Platinum as a
means of cutting through and resolving the outstanding title issues with respect to ownership of
the working interests/operating rights in the relevant tracts/depths in the Leases/wells, issues that
after more than a year of trying (at enormous cost) seemed incapable of resolution with the JAN.
Based on its independent research and contentions by the JAN and its lawyers,
Madison/Sagebrush’s thought was that once it owned Platinum — the entity that the JAN’s
lawyers agreed held the working interest/operating rights in the relevant tracts/depths in the
Leases/wells — any defaults under the Leases would be fairly easy to resolve and there would be
no need to continue the torturous process of trying to establish an acceptable process of getting
ownership out of Platinum and into Sagebrush. To this end, in February of 2009, Sagebrush
acquired Platinum. Platinum then applied for a permit to conduct oil and gas operations on the
relevant tracts/depths in the Leases/wells. As part of its application for operating permits for the
Leases/wells, Platinum paid the required application fees and demonstrated that the bond that
had been posted previously was in full force and effect. The JAN did not respond to Platinum’s
permit application.

Rather than making a resolution of the remaining issues between Madison/Sagebrush and
the JAN easier, however, Sagebrush’s acquisition of Platinum seems to have made the JAN’s
lawyers very angry, and from that point forward they refused to discuss the outstanding issues
with Platinum, Sagebrush or their lawyers. After spending nearly a month trying to explain to
the JAN’s lawyers that Sagebrush’s acquisition of Platinum should make the resolution of the
situation easier for everyone, and asking that negotiations of the remaining issues resume
immediately so that they could be resolved before commencement of the 2009 drilling season
(and being rebuffed), Platinum, as the owner of the working interests/operating rights in the
relevant tracts/depths in the Leases/wells took the only remaining course of action open to it — it
filed for Chapter 11 bankruptcy, asking the court to authorize Platinum’s formal assumption of
Lease Nos. 71 and 363, and to determine that either (i) no defaults exist with respect to Lease
Nos. 71 and 363 or (ii) if any defauits exist, the requirements to cure such defaults and an
opportunity to cure them.

Since Platinum’s bankruptcy case was filed in March of 2009, lawyers for the JAN and
constituent agencies of the DOI (including the BIA and the MMS) have tried to thwart
Platinum’s effort to assume the Leases and cure the existing defaults, if any. In fact, lawyers for
the JAN have gone so far as to deny that Platinum holds the working interests/operating rights in
the relevant tracts/depths in the Leases/ wells — a position that defies logic since prior to
Sagebrush’s acquisition of Platinum (and even in the early stages of the Platinum bankruptcy
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case), the JAN and its lawyers had taken the position that Platinum held those interests. Almost
a year after Platinum filed its Chapter 11 bankruptcy action, another drilling season (2009) has
been lost; and given the slow process of the Platinum bankruptcy litigation, the 2010 drilling
season is now in jeopardy. The Leases/wells have been shut down since the late fall of 2007 —
meaning that costs to restart operations continue to escalate and the JAN and
Sagebrush/Platinum have already been deprived of what would have been a significant income
stream for more than two years, and there is no end in sight.

REQUEST FOR ADMINISTRATIVE INTERVENTION/ADMINISTRATIVE MEDIATION OF ISSUES

We are hereby requesting that the Department of the Interior, exercising its authority as
the trustee of the tribal lands that are subject to the Leases and its authority as the department in
the executive branch of the United States government empowered to issue oil and gas leases on
tribal lands and regulate the operation of such leases, involve itself in the current conflict and
conduct meetings with the JAN, the BIA, the MMS, the BLM and Sagebrush and Platinum with
the goals of confirming ownership of the working interests/operating rights in the relevant
tracts/depths in the Leases/wells in Platinum, and of identifying and resolving all issues between
and among the parties so that Lease Nos. 71 and 363 can be reopened, production can be
reestablished, and operations can be conducted in accordance with all applicable statutes and

regulations.
We would appreciate hearing from you at your earliest opportunity.

Very truly yours,

M. Julia Hook
Of Counsel

MIH:jlI

s. Constance L. Rogers

Deputy Solicitor for Energy and Mineral Resources
United States Department of the Interior

1849 “C” Street, N.W.

Washington, D.C. 20240

cC

Roger G. Jones, Esq.

Bradley Arant Boult Cummings LLP
1600 Division Street, Suite 700
Nashville, Tennessee 37203

Case 09-10832-j11 Doc 210-1 Filed 04/19/10 Entered 04/19/10 21:21:46 Page 11 of
11



k -t . ! ' ° T '—-« -
R ' B o : t') 'A . - LM.M—MMN -

LESSEE'S COPY
- CONTRACT NO. . 383

$ »?
! Peirhiot UNITED STATES
; DEPARTMENT OF THE INTERIOR
; BUREAD OF INDIAN AFFAIRS
P __ OIL AND GAS MINING LEASE—TRIBAL INDIAN LANDS
‘  THIS INDENTURE OF LEASE, made and entered into in quintuplicate this AN gy of
. ... . 19% by and between __The Jicarills Apache Tride of the
' Jicaxilla Indian Rensrwetion . '
‘ of Dytey ey State of .. New Mexice' , for and
g on behalf of the »_..m-_:xugmm Tribe of Indians, lessor, and
i ___Pan buarioan Petsleon Corperstien
| __ Sscurity Life Detidteg B
of. Denver , State of ____Golorads 80202 Jessee, WITNESSETR:

1. Lessor, in considerstion of s eash bonug of ;!!m_!.g...._ paid to the payee designatad by the Area Direetor,
receipt of which is heveby acknowledged and in consideration of rents and royalties to be paid, and the covenants to be
observed 23 horein set forth, does hereby grant and Jeasa to the lessee the exclusive right and privilege to drill for, mine,
axtraet, reroove, and disposc of s} the oil and natural gas deposits including helium gas, carbon dicxide gas, snd sulphur

[ : )
) g8 in or under the following-described tracts of land aituated in the cousty of .. Rio Acefbe | Sute

! of Wt Nexfeh - . uod more particoliazly descrided as fo¥ows: A
] Seaot Bos 6 "'

3 Tract Noe § 18 wswiveysd ané the tivet vill be dssceibed as sbown whitn eurveysd.

' containing !:m'ﬂ ncres more or less, together vﬂh the right to construct and maintain thereupon all works, build-

t ings, plants, waterways, roads, telegraph and telephone Jines, pibe lines, veservoirs, tanks, pumping stations, or other struc-

: tummbm!nﬂmjmnthmﬁorthetermonomrfm-mlnlbrﬂnappmalhcxulIw!ha Secretary
of the Interior and as much Jonger theresfier as oll and/or gas Is produced In paying quasntities from-said land.

2. Tha term “oi} axd gas sopervisor” as employed herein shall refer 10 such officer or officers as the Secretary of the

Interior may designste to supervise oil and gas operations on Indiai lands. “The term “superintendent” as voed herein

shall vefer to the Superintandent or other oMcisl in charge of the Indian Agency having Jurisdiction over the landa leased.

Belhn zn. &rbon’ ﬂuﬂe nl. mlphnr gu. md sl other natnn] cua are inclnded lmler lhe m'm gu" a uled in this

8. Ineoulﬂmﬂonoftho fongolag.ﬂm !eueehereb:

{s) Bond~—To fornish such dond as may de required by the nguhmu of the Secretary of thé Intexior, with satiafac-
tory surety, or United States bonds s surety therefor, conditioned vpon compliance with the termns of this lease.

(5) Wells.—{3) To drill and produce all wells necessary to offset or protect the leased land from drainage or In liew
thereof, {0 conpensate the Jessor in full cach month for ths estimated loss of royalty through drainage: Provided, That dur-
ing the period of supervieion by the Secretary of the Interior, the necessity for effset wells shall be determined by the oll.
and gas supervisor and payment in Mew of drilling and production shall be with the consent of, aad in an amount determined

)
\
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by the Secretary of the Interior; (2) at the election of the lessce to drill and produce other, wells: Provided, That the right
to drill and produce such other wells shall be subjact to any system of well spacing or production allotments authorized and
approved under applicable Jaw or regulations, approved by the Secretary of the Interior and affecting the field or area in s
which the leased lands are situated; and (3) f the lessee elects not to drill and produce such other wells for any period the »
Secretary of the Interior may, within 10 days after due notice In writing, either reguire the drilling and production of such
wells to the number neceasary, in his opinion, to insure reasonsble diligence in the development and operation of the prop-
erty, or may Ia lisu of such additional diligent rilling and production require the payment on and after the first annivexsary s
date of this lease of not to exceed $1 per ncre per annum, which sum shall be in addition to any rental or yoyalty hereinafier N
apecified. - :

(c) Rental and royalty.—To pay, beginning with the date of approval of the lease by the Secretary of the Interior or bis
doly suthosized representative, » rental of $1.25 per acre per annum fn advance during the continuance hereof, the rental
a0 paid for any ono year to be credited on the royalty for that yenr, together with a royalty of 16% percent of the value or
amount of all ofl, gas, and/or natursl gaschine, and/or all other hydrocarbon sobstances produced and eaved from the land
leased herein, save and except oi), and/or gas used by the lesace for development and operation purposes on said lease,
which of} or gaa shall be royalty free. During the period of supervision, “value” for the parposes hereof may, in the disere-
tion of the Secrefary, 1id ealeulated on the busis of the highest price paid or offered (whether calculated on the basis of short
or actual volume) at the time of production for the major portion of the ol of the spme gravity, and gas, snd/or matoral |
o Dok b otbel B e enatd Thows the 03 Vhre o ool ahad 0 mtoAbeh, bad

- the acteal volome of the marketable product less the content of foreign substances as determined by the oil and gas saper-
visor. The actual amount realized:fiy:the Jesses. from the sale of eaid:iproducts may, in ths discretion of the Secretary, be .
dessned Emylﬂma,u_@ contlykive evideney of such value. . When,pa{d in,valie, guch royaities shall be dus and payable t
monthly on the jast day of the talehdar montli Following thé calendar menth in which preduced; when royalty on oil pro-
duced jo:paidinkibd; snch royalty vil shall'be delivered in tinks provided by the lessee on the premises where produced
witheut cost o the Jeasor unless otherwise agreed to by the parties thareto, at such timesas may b¢ zequired by the lessor:
Pyovided, That the lessee shall not be required o hold such Toyalty oil in storage longer than 30 days siter the end of the
calendnr month in which said ol is produced: And provided jurther, That the lessee shall be in no manner responaible or .
held liable for losa or destruction of guch oil in storage caused by acts of God. All rental end royalty payments, except B3
provided in section 4 (c) shall be made by check or draft diawn on 8 solvent bank, open for the transaction of busi: on
the day the check or draft is jssned, to the payee designated by the Avea Director.. All such rental and royalty payments
shall be mailed to the oil and gas supervisor for transmitial to the payee designated by the Ares Director. It is under-
atood that in deta-u.niuin‘ the value for royalty purpotes of products, such sz nsleral gasoline, that are dexived from treat-
ment of gas, a reasonable allowance for the cost of Mﬂml‘%:\]u:; made, such allowanes to be two-thirda of the valna

L rw—r—

of the marketablé prodict unless otherwiss determined by the Sfcretary of the Inferior on application of the lessee or on
:  his own initistive, and that royaity wil) be computed on the v Joe of gas or casinghead gas, or on the products thereof
(anch as residut gag, natural guspline, propane, botane, eto.), whicthever Is the greater.

{d) Monthly statements.~To fumish to the o)l and gas supervisor monthly siatements io. detsil in such form as may
bo preseribed by the Seeretary of the Intérior, owing the smount, quality, and value of alt ol), gas, natural gasoline, or
other hydrocasbon substances produced and saved during the preceding calendsr month a3 a basts upon which ty compute,
for the tressurer of vald hjlp_q:, l:‘;‘ﬁp;ﬂnmdmt, the roynlty due the Jessor. The leased premises and all wells, pro-
ducing operations, mprovements, mathinery, and fxtures thereon and connected therewith and all books azd secounts of
the lessee n_lnl! be pen at all times for the inspaction of any duly authorized representative of the Secretary of the Interioz.

{0) Log of well.—To keep » log in the form prescribsd by the Secretary of the Interior of all the wells drilled by the
Iessee showing the strats and character of the £ ) p d througk by the drill, which Jog or a copy thersof shall bo
fornjehed to the oil and gas supervisor. .

(/) DRigence, prevention of waste—~To exercise reasonable diligence in drilling and opersting wells for oil and gas on
the lauda syered hereby; while:dack ptsducts can be secured in paying quantities; lo carry on al) operations hereunder in
a good and workmanlike in J: with approved msthods und practics, having due regard for the prevention
of waste of il or gas developed on the Jand, or the entrance of water thipugh syella drilled by the Jesses, (o the produstive
sands ™3¢ oli or gas-besring struta to the destruction or injury of the oil or gas deposits, the preservation and consérvition
of the property for future productive operations, and to the health and safety of workmen and employees; to plug | Iy
all wells before sbandoning the same and to effectually shut off all water from the oll or gas-besring strats; not to dritf
nny well within 200 fect of any house or burn new on the premizes without the Jessor’s written consent; to carxy cut at the
éxpense.of the lessee all reasonable orders and requirements vt the oil snd gas supervisor relative to prevention of waste, *
and preservation of the property and the health and aafety of werkmen; to bury all pipe lines crosaing tilladle lands below -
plow depth unless other arrangements therefor are made with the superiniendent; to pay the leasor all damages to crops,
buildings, and other improveraents of the lessor occarioned by the lessee’s operstions: Provided, That the lesse shall not
be held responsible for delays or casualtios sccnsioned by causes Deyond the leases’s control. .

(9) Régulations.—To abide by and conform to any and all regulations of the Secretary of the Interior now or horexdter
In force relative to such lesses, including 80 CPR 221: Provided, That no regulation herenfter approved shall effect »

change in rate of yoyality or annual renial berein specified without the written consent of the psriies to this lease. ) {
(h) Assignment of loase~—Not te aneign this leass or any interest therein by an operating agreement or otherwise nor - :
% to sublet sny portivn of thy leased premises before reatrictions are removed, except with the spproval of the Secretary of :
2 Interior. 1f this leass ln dividedehy the nsalgrment of wn eatiry interest in say of it, each part shall be congidered
-1eparste lease under all-the _ 71 conditions of the orjginal lease, ’g I e e t
. . P i
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” 4. The lessor expressly reserves: . ) '
{a) Disposhtion of surface—The right to lease, )], or otherwine dispose of the surface of the lands_unbraced within
{this lease under existing Ixw or Isws hereafter enacted, such dispoaition to be subject at all times to the right of the leasee

Berein to the use of so much of said surface as is necessary in the extraction zn_:d removal of the oil and gas from the land
herein deseribed. :

(5) Use of gas~The tight to use sufficient gas free of chargs for any schoal or other bufldings belonging to the tribe
on £2id 1ands by making connection at its own expense with the well or wells thereon, the nse of such g2s to be at the lessor’s
. rigk at all imer. ... - .

() Royalty In Xind—The right to elsct on 30 dags’ written notice to take lessor's royalty in kind.

F: Surrender-and tesmination—The lessce shall have the right st any time doring the term hareof to surrender sud
terminete, this thiké or. any yait thereof npon the payment of the sum of one dollar and all rentals, ropalties, and other
obligticiay due anmd payablé to the lessor; and in the event restrictions have notibesn 2emdved, upon a showing sstisfactory
to the Secieliry pf the Intérjor-that full provision bas been made for and protection of the property and the

: proper. shandonment of sl weils drilled on the portion of the Jease surrendered, the leane to continue in full force and effect

; a8 to the-lands mot ‘5o surrelidired. If this lease has been recorded Jesses shall file » recorded releass with his application

. to the siperiithudent for Sermination of this lease. )

N 6. Cancalitton atd Torfeiture.—~When, in the oplaion of the Secretary of the ‘Interior and the Triba) Council, there has
been a violation of sny of the terms and conditions of this leass, the Secretary of the Interior shall bave the 7ight at any
time atter 50 days” motice $o the lessee, specifying the terms and conditions vielated, and after » hesring, if the lessee
shal} po fequest within 30 days of receipt of notice, to declare this Jease noit and void, and the lessor chall then be entitled
and authorized to take Stmediate possession of the land: Provided. That after restrictions are removed the lessor shall
bave and be entitled to any available remedy in law or equity for breach of this contract by the lessen..

. 9. Removal of dulldings, improvements, und equipment.—Lessse shall be the owner of and shall bave the right b&
-Temove from the leassd premises, within 80 doys sfter termination of this lease, any and all bulldings, stroctures, casing,
materisl, ®id/bf Squipmiernt'placed thereon for the-purpose of development and operation hereunder, save and except casing
in wells and other materia), equipment, and shructu y for the continned operation of wells produeing or capa~
d - ble of being produced in paying quantitics as defermined by the Secretary of the Interior, on said leased Jand at the time
* 2 of surrender of this lease-or termination thereod! and except ag otherwjss provided herein, all chsing in wells, materlal,
.. -qu\llgmggt'ﬂlhnﬂbmmememmdtbolm. - .
: *B. Drilling and producing restrictions—1It fs covensnted and agreed that the Secretary of the Interior may Smpoge
*  restrictions as to' time or times for the drilling of wells aud as to the production from ary well or wella drilled when in
. his Judgment suck iection ‘may de y or proper for the protection of the matural of tho Jeased land and
the -interests of the Indian lessor, and in the exereise of his judgment the Secretary may take into considerstion; among
: other things, Federal lawa, Shate Jaws, or regulstions by competent Federal or State suthorjties of.lawful agreements
- among operators segulating either’ drilling “or production, or both. - . - R
* 9. 'Unit operation,—The parties bereto agree fo subecribe t6 and abide by any agreement for the cooperative-or unit
development of the Seld or ares, affecting the leased lapds, or any pool thereof, it and when collectivély adopled by »
! majority operating interest therein and spproved by the Secretaxry of the Interior, during the period of supervision.:
. 10. Conpervation—The lessee in consideration of the rights herein gTanied agrees to abide by the provisions of any
- act of Congress, or any order or regulapion preseribed pursuant thereto, relating to the conservation, preduction, or mar-
B keting of ofl, gas, or other hydrocaxbon substamcss, ) U .
W 13, -Beirs and successors In Interest.—1It 1 furiher covenanted and sgreed that:pach obligation berennder shall extend
" - to and bs boding upon, and every beneht hereof ahall invre to, the heirs, exocutors, administrators, successors of, or
.- uselgns of the raspective parties hereto. S » L oo
: . 12. No leass, nesignment thereof, or interest therein, will be spproved to any employec or employees of the United
4 : thlcan!::zﬁmeommmlnﬁn&rvkoogﬂhwmdww!ypdmhhﬁnbemm -
S " - shall be permitted t» scquire any fntarest in soy mineral lease. covering restricted Indinn Ininds by dwmership of stock In -
: - torporstions having such leases or in any other manner. -
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1IN WITNESY WREREDY, the sald parﬂu bave hzmmw subucribed their nemes and afixed their seals on the day and year

first above mentioned: THE SICARILIA APACHE TRIME. OF THE
JUARILIA RESERVATIN, NIV MERAOO

/—i\wwﬂmnnbnomhonWhnn o r )i L .

MM: J“.tllu Wl Ceninail
S X MJJ“-V?MZI’//(D . 2 S . . :

{ £
, o.;Qlaé:_e_j_.ZY_&Ld_
’ Two wilnesses to sxccution by lessee:

o 'NQ M

P. 0. .%/___ M.@_@é Attest: ___: _.9‘7% S ,i}
: - T.ARED - - =
o . St : Acmom.kncnnmom.mson . st Sty o i
. Brreor . New Mixleo ' T - S N
T comnrr op RS0 A¥Ribe }"
e . - | - ) . ~
-Balétome, a notary pnbllc,onthin.-_.._'.‘.._!.'.. dny of Aprid '19-!2491'!6"!11! sppeared ' =
chnruc Vl;tl. Chafrman of tha Jicarills Apache Tridsl Goungil - mel s
hmthmhb:the ldenﬁul persen who exsented the within and foregoing lease, and acimowledged to'ms that he ]
: mudm.um.n_!l!_.m.mawmmr,.amcmmm and purposes thevein oot forth. ¢ i°-
Vil S e i fid
) ' DEPARTMENT OF THE INTERIOR
. . BUREAU OP INDIAN AFPARS
MAY 18 1966 o
y
/5/ MEYIN HELANDER _ i
. Assisianp  ATea Direstor. !
T IRE COVERNMDIT IRINTING OFTKE s MOH-O-20-252 {
n \L i
» N ‘l‘ £ .
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- R v . R - - l‘ .-~ A
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FOREST AND LAND PROTECTION STIPULATIONS
“The land embraced in this Jease issucd under 1be Act of May 11, 1933 (52 Swmp. 342,) as
ameaded, boing within the Jicarila Indian Reservation, the lessee hereby agress:

»y
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SPECIAL STIPULATIONS

.

1. The acreage herein siated is for the sole ‘but which are capable of producing water salis-

rpose of compuling the annual seotal. i a factory for domestic, agriculiural or. livestock
f.’.'my of the m isgmtdc ux“.;,nbb to the uss by the fessor. Adjstment of cost for con-
Commyissioncr of Indian Affairs or his autbor- gditioning of the wells and fos value of casiog
fzed tative, thereaRer, the reniad shalt Mﬂfmmmmmmmwﬁmh
be m.n"ﬂ“ on acTeage '.3 shown by the made ﬁlid cases where it Is lltwm thut
survey. No refund ur sdditions] payment of the well will produce weler ssiisfactory as
ol e Sl e, e sated ot
cause s
snd that shown by the survey. Neltoer shail (o Jicarila Agache graciog righs to the sun
such a difference In acresge be grounds for any and Ji rights respectiog the uac'
adjustment of the bopus. Prior o the Com- of water shal! be unimpajred.
mml:!mdnmdnw.ﬂw paed.
shait have the leased €S Surve 4 4, Jicarfila Apaches shalt be employed in
a gegistered land, swrveyor, bovadaries n‘:ﬁ’d such mining, d:‘i’llhu. exploration m'd’h evelop-
with substantial a es- ment fo the fullest exteat that their
tablished with the mnearet United Stales qualifitations apd the law permits, every
Publke Land . Cestified copies of the sus- fe effort wil be made Yo train Jicarilla
vey plals wost be filed in doplicale with the Apaches in the skills axd sbithies zequired
and in duplicate with the Super- in soch operstion to the end that they may be
visor, U, 8. Geological Survey. Paiture 10 com- emp in such skilled positions as they bo-
ply with this provision will rcader the Jease come qualificd therefore. -
tubject t0 cancelistion in the discretion of the R :
Ondnl; \vﬂl ofbe mP“ : )| g;l:h‘.&aucy A’::ldom )nnl;s “;en':al Pl!ll:
to dril . not apted b Svpervisor ndi d o
: mhmﬁ)&dwgiﬁﬁwp’ydmm Masgement, Dulee, New Mexico; coples
(1€ lauds are already surveyed the forepoipg of all reports made to the U. §. Geological Sur-
requivement does not apply) _\;’_c.yl'u3 aeqcmr;dnt:y Se‘chl:o:_smzezui and ﬁ"”'
- - B {7
- _ 2. I so soquired by the Commissioner or, . re'awm'tobem:ll:mﬁ: t??x'o?&;oﬁ
bis autharzed tative, the fessce shall Survey. .

Fone O 8 Oeotog l&n.v:y“m dried,
of the U. ogica an,

Which 0o Dot producs Ofl of gat in DAyiRE
quantities as deteymined by said Supervisor,

6. Lessee will be required to execute Forest
ndhnd?rmcdonﬁﬂ tions as a part of

The foregoing special stipulstions’ are hercby acknowledged and wade a past of Jicarilla Tiibal Oil and

stx '

19____, covering tibal Jand Tract No. .
' . PAN AMERICAN PETROLEUM CORPOGATION

Lessee
Lewor__COr 477 =2 o &
CInitial) ] By:
’ ) . Qs ey in Fact
- . Title:
e 3
JANDOS7ZS
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landt ot tha property of the lessor, or in lle'u of, b 9r the esti-
e Ly L Mﬁﬂ%ﬁx .

4 iﬁ.mm Th mg: ALASIAD
dulyli WM '.f.. ,

mpuibrnymymnhmmmm‘mm g 'vmu.manyd mxpmm:af the valve or

amougs-ghall i) WWWJ"H’W giptagbon substances produced and saved from the land
Iensadhmh,unnduuptw'l.nd/ormnudbymknuhr d: )mentmdopenﬁonpnrpomonuidhm.whinh

mw % un%z?m B doroﬂmd( ﬁ"m‘m{t‘“ o!a!wttor

unﬂ’vohmo) at the time of production for the major portica of the ol of the same gravity, and gas, and/or natoral gaso-

Bne; and/priall ojbenfydrocaxbiursnbitancen:prodnceia pivaaldi franb e Rsldcw s the leditid IRBANAfe dlmied"m
acinal yslumesoftEn-marketablerprodoct;less the-contentof foirigniuntitancliay ditatbited byt fF sidd Gy W peHA &Y,
The setra} amoupt realired by.thy leaseeifrom: thersalejof Ml Yrodurtdniky P1v (B otiétios of the SEENEATY? BIE AhEEE
are:evidimee of priconchisivg wvidence-of .sochrvaine. 1sWhen Patiinyalue; vacly yoFAMiRNELES 0¥ Sxd Pajalle hS¥ThIP
on'thy Iyt day ofiths calendamsmonth follawingithe mm proddcsdy i HEM Sk FHEIaeacn
paidjn Xind;:such aoyalpx-ojkshal) bedelivered-im the JebS Wh DS Preiinl WhTEHR6datEd witioit ot
tothebmmﬁesotherwmngnedtobytbepuﬁathemb,dmcbﬂmnn may be required by the lessor: Provided,
Thtmlumnbmmthmﬂrdbhddu&rmqﬁg mmmmmm;»edﬁuuw“
mmth in which said oil is produced: And provided ghail be in no manner responsible or held Hable
1ot Toss w&-&hchonofneho'linmrmmudbyuuofcod. All zental and royaity payments, except as provided
in section 4 {<) shall be made by dheck or draft drawn on » solvent bank, open for the trarsaction of bosineas on the day
the chech oz draftlheiéd)-to the order of the trensurer of sRidRTHiE™ &P the superintendent:—All such sentel and:zoyyity
payzents shall be matled to tho oll and gas ywporvisor for tranmmittnd to the traasorer of s2id tribe or to the superintendent,
It is understood that in determining tho vales for xoyalty purposes of products, such as natural gasoline, that sre derived
from trestment of gas, a reaeonnble allowance for the cost of masufacture shall be made, such allowance to be two-thivda of
the vahue of the mwabﬁmﬁw determined by tha Secretory of the Interior on application of the
Iessed br om his own ihitis will Be Eimfinted il 1ié Valus of gas or ciaiighead gus, or on the products
:bereal {much s realdee gas, natnral gasollne, propans, butane, #ic.), whichever is the greater.

-{2Y Mvitbly: statementEAGERARE (3R aid gos superitior ionthly, MEG@anly ot Taal T il Lotio sl k§
Npm‘bedbyt\csmhryoimhkﬂor,lhamumwmwty and value of all oil, gas, natural gasolins, or
other: hy dnp;bmnhhmspmdna&ndnved epnq&uaﬂmm&»bbmnumwhkbhmm
lort!ntnuuurof-ddtﬂhorthnpnhhn mynltyd::dthclew The Jeased premiees and all wells, pro
Muggeuu one, improvemsnts, machinery, and fixtures theresn and connscted thorswith snd all booky end stcounts of

1ho leases sball be open st all times for t]»hspecﬂoa of sny doly autborized representative of the Secretary of the Interior.

s mmm escribed by mmummuamusnmma»m
ﬁm)ﬂﬂWhmdﬂ.Mluw.myﬂm

hmhhedbthoﬂmdm _ -

Ty Diifpenee, preven dw&ﬁmmmwmm%rmmdwu

mohnhm&mby,whihnebpuduhmhnmndhpmm & carry on all operations herevnder-in
workamaniike;mapney In dccardanteswith approved-methodeand plogtivallivvig dunregagdiray the proverition

ntwast:"o‘fnn— et mmlnndwmemnmuummmawmldﬂnedbymolmhmmm

nn;:wonm-guhuﬂnz-hnhh!hdMnorwuno:‘l:;;ﬁlumdemh,th valion and-

of Mfwlamwnchn and to the heal aafety of woy and emplogeey, maeem-ﬂx

a1l wells before Mngis.;un“uﬂ effoctually shit’vil sl whitar from the oil ¢ gas-bearing firata; llotgb“

nnywellvnb!nmaetolmthnorhmnwmthemn‘luwimmlulor'lwxmm

w-ry

expense of the Jeaose & of-the o s hEich" of- w‘nh,-_ _,

sand preservation of ﬁﬂ%ﬁd mum o mmw- bnsb.hglqw & }‘
rlow depth valess other nrrangaments therefor are made with tlonpmbndut. to pay the lessor d}
RS

boildings, and other Smprovements of the LSRG BalGEed 17 ¥ deidlolel i ations: mm,ﬂ»wwu&?:f

be held responsible for delays or ew. w MW' oYt oot
-,...(n&nbtiou-'ruud-by mmgﬂ m of the Secretary of the Intexior now or hereafier

n tm«m-un ;’vaﬂld. That ‘WW W xpz?ty or

nmmd Mtblwﬁthnmntofll\opnﬁe-

.mtmru-nuunbrw:hnﬁd!hmﬂnhm”wﬂmﬂ'b.nmu-m-ﬁa&hmgmhdnnhthmd}m:&!m {»
- o ] y

. . S S . -

1% .
JANODD4S

Case 09-10832-j11 Doc 210-2 Filed 04/19/10 Entered 04/19/10 21:21:46 Page 8 of 13



Vawn

- it -
- . . - - .,

| S ressevsng p;na. s greominl H )

e W)%ﬂnfmt of lease.—Not to ansign this lense or auy imeyn therein by an- upmﬁn( sgreement or otheywise nor
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Jierilla Tribal Londs

FOREST A}D IAND PROTECTION )
STIPULATION

The lands embraced in this lease, issucd under the Act of May 11, 1938
{52 Stat. 347), as amended, being within the Jicarills Indian Reservation,

the lesses hereby agrees: :

{1) Protection of Property. To conduct al)l operations awthorized by
this lease with due regand to preventing damsge to vegetatiom, timber, soil,
crops, roads and improvererts, and preventing water and soil pollution end
also to resture the 1and whereever disturbed by nscessary operations to its
original condition at the campletion of operations as determined by the
Surerinterdent or bhis authorized representative, Unless otherwisc outhorized
by the Superintendent or his suthoriged repreaentative, lessee shall not
drill any well within 200 fest of any building standing on the leased lands,
and whemever required in writing by the Superintendent ar his authorized re—
presentztive, to fence all sump holes and other excavations made by lessee.

{2) Reimbursemont for Pamage. To raizburse the lessor for any ard ax)
damage to or destruction of property of the lessor causced by lessee's oper-
ations hereundor and not awthorized by this lease;  to save and hold the

-lessor harmless from all damages or claims for damage to persons or property

resulting from lesseels operations under this lease; to hold lessor, the
leased land and all materizls, tools machinery, appliances, structures, im-
proveme nts, and equipment of whatscever kind or nature , placed in or upon the
leased land by the lesses or at his direction, harmless from ell clalms or
licns of third porties by reason of any act of coomission oF ommission on the
port of lessee; and where the surface of the leased land is omed by other
than the lessor, to my such owner, or his tenant, as the case may be, for
damage or injury to livestock, crops, trees, pipe lines, buildings, and otler
improverents on the leased land, .

(3) construction and location of Roads. ALl rocds comtructod by the
lossee to obtain access to his loase or far other purposes mill only bu per-
mitted when authorized in writing by the Superintendest or his zuthorized
representative, 2nd 01l due precautions will be taken to keep such roads from

‘- developing into washes and resultant loss of soll. Be it furtlcr understood

that if requested by the Supsrintenient or his authorizoed representative, such
roads will be restored to thelr original vegetated condition insofar as
possible.

(L) Use of Timbur on Lands. Not to cut or destroy tisber ownsd by the
lessor without first obtaining pemission from the Suporintendert or his auth- -
orized representative, and to pay for all sxch timber cut oy destroyed at cur-
rent loczl stumpage raotes prescribed by suwch officer, )

(5) Pire Prevontion snd Suppression. (a) To do all in his power to pre—
vent and suppruss forest, brush, or grase fires on the leased land and in its

&

{ovor)

JANOGOO49
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A

vicinity, and to require his employees, contractors, subcontractars, ard em-
ployaes of contractors or subcontractars to do likewise, Unless prewenteddy
circumstances over which he has no control; the lessee shall place his employ-
ees, contractors, subcontractars, and employees of contractars and subcountre
actors cmployed on the leased 1mad at the disposal of any authorized of ficer
of the Pepartment of the Interiqr for the purpose of fighting forest, brush,
or grass fires, with the understanding that p:ymnt for such services shzll be
.made at rates to be deturmined by tle of ficer in ¢harge, which rates shall not
be less then the current ratcs of pay prevailing in the vicinity for services
of & gimilor character; Provided, that if the lessee, his employees, contr-
" actara, subeontractors, or employves of contractors or subcontrzetors cawsed
or could have prevenbtéd the origin or spread of the sald fire o fires, no
payrent shall be made for servites so, rordersd.

: (b). During pericds of serions fire danger to forust, brush, or grass, as
may bo specifiod by the Supcrintendert, or his authorized representative, the
lessee shsll prohibit smoking and the building of camp end lunch fires by his
employees, eontractom, subcontractors, and employees of contractors or sub-
contractors within the leased area except 2t established camps, and shell

; enforce this prohibition by all means within his power; Provided, that tie
Superintendent of his anthorized representative may desigmate safe places
where, after all inflammable material has deen cleared awey, camp fires mey .
oot be .bullt for the purpose of heating lunches and where, at the optlon of the
? : laases, smoking may be permitted.

(e) The lessec shall not bum rubbish, trash, or othsr inflammable mater-
ial except with the comsent -of the Superinterdert or his suthorized reprosent-
ative and shall not use explosives in such manmer as to scatter inflzmmable .
materials-on the surface of the lamd during the forest, brush, or grass fire
season, except as authorized to do so on arees approved by suwch officer,

(d) The lessee shall bulld or comstrutt such fira lines or do sich
clearing as the Supsrintendert or his authorized representative decides is
noceasary for forest, brush, and grass fire prevertloen and shell maintsin
such fire tools at his headquarters on the leased land as arc deemed neces-
sary by such officer. .

(e) If lesses shall constrict any camp on the land, within the Jiearilla
Indinn Reescrvatlon, such comp shall ba located et the place appoved by the
Superintendont or his suthorized representative, and such of ficer shall have
authority to require that such camp be kept fn a ncat and sanitary condition.

{6) The foregoing stipulstions are hereby made a part of Oi) and Gas
Lease executed AR 14 1951 covering Tract Yo, - 334

Ly Mm—
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7T Mearflla Tribal L 0 : - 7" 0f1 & Gas Lease

b : SPECIAL STIPULATIONS ' CoE

The land embraced in this lease ¥ssued under the Act of May 11, 1938
(52 stat. 347) and applicable regulations (25 CFR, Pert 186), being within the
Jicarilla Indian Reservation, the lessee hereby agrees to the following stipu-
lations:

A, Tne lessee shall complete the drilling of a well within five years:
after approval of the lease to thoroughly teat the Dakota Sandstone
formation, unless oil or gas in. paying quantities is found at a
lesser depth, or the lessse shall at any time, establish to the satis-
faction of the Supervisar that further drilling of said well would not
be warranted or practicable, provided, however, that the lessee shall
not in any event be required to drill in excess of 6,500 feet.

The failure to camply with the drilling requiresents vd.ll subject the
lease to cancellation,

B. If so required by the Snperintendenb the lessee shall condition
under the direction of the Supservisor any well drilled which do not
produce oil or gas in paying quantities as determined by said Super—»
visor, but are capahle of producing water satisfactory for domestie,
agricultural, or livestock use, in such manner as to make the best’
and largest quannty of water available for use by the lessors.
Adjustments of costs for conditioning of the well amd for value of
casing and equipment left in or on the well will be made in said
cases where it is determined that the well will produce nat.er satis-~

factorily as aforesaid,

C. The lessee shall employ available Jicarilla lator in all positions
for which they are gualified, including truck driving, ma shall .
protect the Indfan grazing rights to the surface of the lards, »

D. The lsssee will be required to execnte 8 Forest and Land Protection
_Stipulations as part of the lease. .

E. On unsurveyed tracte, the lessee shall be required to have the lease--
hold surveyed by a reglstered land swrveyor or prpfessional engineer,
boundaries posted with substantial monuments, ard a tio established.
" with the moarest land aurvey corner, within aix months after approval
- . of the lease, Certified coples in duplicates of the survey plats to
’ be filed with the Superintendent, Jitarilla Indian Agency, Dulce, ]
" New l(axico, and with the Superviaor, . S, Geological Survey, P.O -
"Box 997, Roswell, New Mexico. . .

- The foregolng stipulations are hersby made a part of oil and gas lease
executed MAR 14 135 covéring Tract No. 136 e

-

Lessee: X LYNES & SLOSKY

A

Cg;f Poctasase o
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i . .
Jicarilla Apache Nation Lease Data Sheet
- Serial Number 071 Data As Of Date  2/18/2008
‘ Effective Date Term Status County  State Royalty
1411961 10 HBP Rio Arriba NM 12.50%
Original Lessoe Lease Record Title Total Acres
Lynes & Slusky BP America Production Company 1,920.00
- Townshlp Range Section Legal Description " FKA Acres
- 23N AW 3 A £40.00
: 23N 4w 9 Al 640.00
23N aw i AN 640.00
Lease Notes:
1 Unsurveyed, acresge not verified
Tract Number 07101 7 DimAsorDas 2182008
Type Depth Restrictions Tract Acros
OifGas _ Sustaca to Base of PC _____1ec00
Jownship Range Section Legal Description FKA Acres
23N 4w 9 NW 160.00
" interest Owner ' “"Record Title Interest  Operating Rights  ORRI interest
— Apache Corp 100.00%
BP America Production Company 100.00%
Trael Notes o T —_—— S e

There are multiple unapproved Assignments of 100% Operating Rights from Apache Corporation Into
successively MHW to Whittler to Rio Chama to Elm Ridga. Elm Ridge Assignment has provided the
necessary ratification by RT owner and the Assignment of Oparating Rights Is being processed and approval

is pending.
Tract Number 071-02 _ Data As Of Date 21612008
Type Dapth Restristions Tract Acres
QiGas ) ~ Surtaca to Base of PC 480.00
Township Range Section Legal Description " FKA Acres
23N 4w ] NE ) 1680.00
23N aw t0 Sz 320.00
Interest Ownar _ Rocord Tlo Inlerest  Operating Rights ~ ORRIInterest
BP America Produclion Company 100.00%
John E Schalk _ 100.00%
- 7 Tract Notes T T/ —

- The subsequent asslgnments from John E. Schalk to Billco then to Sonoma wers not approved although the
Assignment into Sonoma was filed with JAN, There is now a panding assignment from Rlo Chama Into Eim
Ridge thet has been recommended for approval,

Monday, Septomber 08, 2008 Lense Number 071 Page 1 0f3
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__Jicarllla Apache Nation Lease Data Sheet

" Tract Number 071-03 o T Dmmasofpate __ 2teno0s
“‘- o Type Depth Restrictions Tract Acres
OilGes Surface to Base of DK L 128000
“Township Range Section Legal Description FKA Acres
23N 4w 3 ALL 640.00
23N 4W 9 52 320.00
- 23N 4w 10 N2 . {ZEPD 3
- ~ InterestOwner RecordTileinterest Operating Rights  ORRIinterest
— BP Amarica Production Company 100.00%
P Chace Oll Co Inc 100.00%
Tract Notes - T

Under the ferms of the bankmuptcy Platinum's infesest was also confirmad by the Bankruptcy Court. This
Assignment of Operating Rights has not been submitted or approved by the JAN or BIA.

Unapproved Assignment of 100% Oparating Rights from Chace into Golden Off Company.Subsequantly
Goiden Oll Company and McKay-Lolspisch (successor to Chace OB Compay) entered Into 8 Settiament
Agreement 3/17/2005, affirmed by the Bankruptcy Court that "from and after the effective date" gives MLG
and thelr successor Platinum Ol LLC tha right to Operate and the ownership of any interests that were
claimad by Golden Olf Company (including the waells on these lesses). There has naver been an approval of
interests from Chace to Gokdan. Thare Is no panding Assignment or evidenca of name change ar merger
going from Chace to Platinum to Star Acquiskion tha current operator of wells on this lease. Chace Ol
Company, Inc. remains the last entity approved as having Operating Rights on this lease, An assignment of
interests in this lease is unnecessary and no such Assignment from Golden to Chace or a stccessor entity
since the time of the Agreemant providing for the ownership and operation on this lsase.

1 Star Acqulsitions was assigned the Operating Rights held by MLG and Platinum, This Assignment has not
been presented to ar approved by the JAN and the BIA.

—  TractNumber 07404 " DataAsOfbDate 211822008
Typs Depth Restrictions Tract Acres
___ OliGas o __ BassofPCtoBase of DK 840.00
Township Range Section Legal Description FKA Acres
23N 4W 9 N2 320.00
23N 4w 10 Ss2 320.00
interest Owner " Record Title Interest  Operating Rights  ORRIinterost
BP Arnerica Production Cornpany 100.00%
Chacs Oil Co Inc 100.00%
Tract Notes T T

$Star Acquisitions was assigned the Operating Rights held by MLG and Platinum. This Assignment has not
baen presentad or approved by the JAN and the BIA,

Unapproved Assignment of 100% Operating Rights from Chace into Golden Oil Company.Subsequently
Golden Cii Company and McKay-Lolspiech (successor lo Chace Oil Compay) entsred into a Setlisment
Agreement 3/17/2008, affirmed by the Bankruptcy Court that "from and after the effective date” gives MLG
and thelr successor Platinum Oif LLC the right to Operate and the ownership of any interests that were
¢laimed by Golden Qlt Company (Including the walis on thasa leases). There has never been an approval of
Intarests from Chace to Golden. There is no pending Assignment or evidence of name change or merger
. going from Cheace to Platinum to Star Acquisition the cument operator of wells on this tease. Chace Oil

- Company, Inc. remalns the last entity approved as having Operating Rights on this leass. An assignment of

_ : intgrests in this lease ls unnecessary and no such Assignment from Golden to Chace or a successor entity

since the tima of the Agreement providing for the cwnership and operation on thig lesse.

Undar the terms of tha bankruptcy Platinury’s Interest was also confirmed by the Bankruptcy Court. Thia

Assignmant of Operating Rights has not been submitted or approved by the JAN or BIA.

Monday, September 08, 2008 Lease Number 074 Page 20f3
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Jicarilla Apache Nation Lease Data Sheet

Tract Number 07405 Data ASOfDate 21812008
BE Typs Depth Restrictions Tract Acres
: OlGas o Base of DK to All Depths 160.00
Township Range Section Legal Description - FKA Acres
23N 4w 3 8E 160.00
- Intarest Owner - " Record Title interost  Operating Rights  ORRiinterest
— BP America Production Company 100.00%
Chace Qil Co Inc 100.00%
Tract Notss B

Under the terms of the banknuptcy Platinurm's interest was also confirmed by the Bankrupicy Court. This
Assignment of Operating Rights has not been submittad or approved by the JAN or BIA.

MLG and Platinum conveyed their Operating Rights to Star Acquisitions. This Assignment has not been
presented to or approved by the JAN or the BIA.

Unapproved Assignment of 100% Opsrating Rights from Chace into Golden Oil Company.Subsequently
Golden Ol Company and McKay-Lotspiach (succasser to Chace Oil Compay) entered into a Settlamant
Agreemeni 3/17/2005, affirmed by the Banirupicy Court that “from and after the effective date” gives MLG
and thelr successor Platinum Qil LLC the right to Operats and the ownership of any Interests that were
claimed by Golden Ol Company (including the wells on these leases). There has never been an approval of
) interesis Chace to Goldan, There is no pending Assignment or evidence of name change or merger

going from Chace to Platinum to Star Acquisition tha cument opsrator of wells on this lease. Chace Of

i Company, Inc. remains the last enlity epproved es having Operating Rights on this faase. An assignment of

' interests In this lease 13 ynnecessary and ro such Assignmant from Golden to Chace or a successor entity
since the lime of the Agreement providing for the ownership and operation on thls lsase.

—  Fract Numbor 671-08 _ ~ Data As Of Date __ 2/18/2008
Type Dopth Restrictions Tract Acros
_OWGes Below DK 10 Al Depths . . ATe000
Township Range Section Legat Description FKA Acras
23N 4w 3 N2sw 480.00
23N 4W 9 AL ' 640.00
23N 4W 10 ALL 640.00
Interest Owner - Record Thie Interest  Operating Rights  ORRI Interest
BP America Production Company 400.00% 100.00%
Monday, September 08, 2008 Lease Number 079 Page 3 of 3
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~__ Jicarilla Apache Nation Lease Data Sheet
Wells Assoclatad With Lease 071 o
APiNu_rnb:n_r 7 Wall Napna Stafus Fpt! Location Operator

G-10-23N-4W M M GARRETT

PC  P-323N<4W STAR ACQUISITION ViI, LLC

D-0-23N-4W  JOHN E SCHALK

8-0-23N4W  ELM RIDGE EXPLORATION COMPANY L

L10-23N4W ELM RIDGE EXPLORATION COMPANY L

0-10-23N-4W ELM RIDGE EXPLORATION COMPANY L

E-10-23N4W JOHN E SCHALK .

C-9-Z3N4W  ELM RIDGE EXPLORATION COMPANY L

PC  18-23N4W STAR ACQUISITION Vi, LLC
K-8-ZIN4W CHACE OIL CO INC

PC-BA K-3-23N4W STAR ACQUISTTION VII, LLC

GL-DK E-3-23N4W STAR ACQUISITION VI, LLG

GL-DK B-323N<4W STAR ACQUISITION VI, LLC

GL-DK  13-23N-4W  STAR ACQUISITION Vil, LLC

GL-OK A-3-23N<4W STAR AGQUISITION VI, LLC

GL-DK K-3-23N4W STAR ACQUISITION Vi), LLC

GL-DK A-10-23N4W STAR ACQUISITION Vii, LLC

GL-DK P-3-23N4W STAR ACQUISITION Vi, LLC
H-323N4W CHAGE OIL CO INC

GLDK 0-323N4W STAR ACQUISITION Vi, LLC

GL-DK B-10-23N4W STAR ACQUISITION VI, LLC

GLDK H-10-23N-4W STAR ACQUISITION VII, LLC

GL-DK C-10-23N4W STAR ACQUISITION VI, LLC
D-3-23N4W CHACE OIL GO INC

GL-OK F-3-23N-aW  STAR ACQUISITION VII, LLC

GLDK N-3-23N-4W  STAR ACQUISITION Vil, LLC

GL-DK J.10-23N-4W STAR ACQUISITION VI, LLG

GL-DK D-10-23N4W STAR ACQUISITION Vi, LLC

GL-DK  A-9-23N4W  STAR ACQUISITION VI, LLC

GL-OK 1-9-23N4W STAR ACQUISITION VI, LLC

GL-DK F-10-23N4W STAR ACQUISITION Vii, LLC

GLDK KF10-23N4W STAR ACQUISITION VII, LLC

GL-OK K-10-23N4W STAR ACQUISITION VI, LLG

GL-DK L-10-23N-4W STAR ACQUISITION VI, LLC

GL-OK N-10-23N-4W STAR AGQUISITION VI, LLC

GL-OK D-3.23N-4W  STAR ACQUISITION VI, LLC

GL-DK P-10-23N-4W STAR ACQUISITION VI, LLC

GLDK C-3-23N4W  STAR ACQUISITION VI, LLC

GL-DK  K-9-20N4W STAR ACQUISITION VI, LLC

GL-DK M-10-23N-4W STAR ACQUISITION VI, LLC

GL-DK  O-0-2JN-4W STAR ACQUISITION Vii, LLC

GL-DK E-0-23M4W STARACQUISITION VII, LLC

30-039-05104 JICARILLA 001
30-039-05135 JICARILLA 71001
30-039-03088 CINCO DIASLOS 002
30-038-20004 CINCO DIABLOS PC 004
30-038-20011 CINCO DIABLOS PC 005
30-038-20081 CINCO DIABLOS PC 007
30-030-20086 CINCQ DIABLOS 008
30-038-20180 CINCO DIABLOS 002Y
30-039-20528 JICARILLA 71 005
30-038-20680 JICARILLA 71 004
30-039-20558 JICARILLA 71 002
30-039-20558 JICARILLA 71 003
30-030-22826 JICARILLA 71 006
30-039-220568 JICARILLA 71007
30-036-23022 RCARILLA 71010
30-039-23023 JICARILLA 71 008
30-038-23024 JICARILLA 71 009
30-039-23108 JICARILLA 71 019
30-039-23200 JiC TRIBAL CONT 71 016
30-039-23201 JICARILLA 71 018
30-030-23204 JICARILLA 71 020
30-039-23218 JICARILLA 71 014
30-038-23218 JICARILLA 71 012
30-038-23219 JIC TRIBAL CONT 71 017
30-039-23220 JICARILLA 71 018
30-039-23221 JICARILLA71 018
30-038-23273 JICARILLA 71 021
30-039-23360 JICARILLA 71030
30-039-23418 JICARILLA 71 025
30-030-23417 JICARILLA 71 028
30-039-23418 JICARILLA 71023
30-030-23419 JICARILLA 71 022
30-038-23420 JICARILLA 71 024
30-038-23421 JICARILLA 71 028
30-039-23422 JICARILLA 71 027
30-030-23488 JICARILLA 71 017Y -
30-030-23535 JICARILLA 71 038
30-039-23843 JICARILLA 71 040
30-039-23545 JICARILLA 71 038
30-038-23548 JICARILLA 71 034
30-030-23547 JICARILLA 71 030
30-030-23733 JICARILLA 71 042

383
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Monday, Septembar 08, 2008 Page 1 of 1
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Jicarilla Apache Nation Lease Data Sheet

Serfal Number 363 Data As Of Date  6/2/2008
Effective Date Term Status County State Royalty
411611988 10 Hep Rio Arriba NM 16.87%
Original Lesseo Lease Record Title Total Acres
Pan American Petroleum Corp EnerVest Energy Instituion Fund IX, LP 2,560.00
EnerVest Energy Institution Fund IX-W1, LP
FKA Acres

Township Range Section Legal Description

24N 4W 15 AlL 640.00
24N 4w 16 AL . ' 640.00
24N 4W 21 Al €40.00
24N 4W 22 AL 640.00

Loease Notea:
Apache designated EnerVest Operating LLC as operator for this lease Jan 31, 2005 for those tracts where
EnerVest Institutiona) Funds IX LP & IX-LP-W have operaling rights.

Unlezs the ORRI is held by the Nation ORRIs are not shown at this time. The BIA doas not have the
autharity to apprave ORRIs although in some instances the BIA has provided that approval, The JAN may
usa evidence of the total burdens on the leasse by considering the ORRIs, Production Payments or other
burdens that may effect a decsion of whather approval of RT or OpRts will be granted.

Tract Number 353-01 o DataAs OfDate 67272008
Type Dapth Restrictions Tract Acres
QiGas Surfaca fo Base of OK ) . 32000
" Yownship Range Section Legal Description FKA " Acres
24N 4W 2t 82 . 320.00

“Interest Ownar " Record Titlo Interest  Operating Rights  ORRI Inferest
Chace Ol Co Inc 100.00%
EnerVest Energy Institution Fund IX, LP 17.53%
EnerVast Enargy Institution Fund IX-W], LP 22.47%
Tract Notes T

Unapproved Assignment of 100% Opsrating Rights from Chaca into Golden Olf Company.Subsequantly
Golden Cil Company and McKay-Lolspiech {successor to Chace Ol Compay) entered into a Settlement
Agreement 3/17/2005, affirmed by the Bankruptcy Court that "from and after the effeclive date” gives MLG
and thelr succassor Platinum Oil LLC the right o Operate and the ownership of any interests thal were
cleimed by Golden Qlf Company {Including the wells on these leasss). There has naver been an approval of
interests from Chace to Golden. There is no panding Assignment or evidence of name change of merger
going from Chece to Platinum ta Star Acquisition the current operator of wells on this lease. Chacs Ol
Company, Inc. remalns the last entlty approved as having Operating Rights on this lease, An assignment of
interasts in this lease Is unnacassary and no such Assignment from Goldan to Chace or a successor entity
since the time of the Agreement providing for the ownership and operation on this ease, However, an
Assignment of interest from Chace 1o Platinum and an Assignment of Operating Rights from Platinum and
MLG (successor to Chace) to Star Acquisition. There are no pending Assignments of any of thase Operating
Ri%htt:. E%Banluuptcy crder does not operale to grant approved Operating Rights as required by the BIA
an e .
Under the terms of the Farmotit Agreement between Amoco and Chace Ol Company dated 3/13/1973,
Amoco had the opticn of converting Its overriding royally intarest Inte a 25% Operating Rights interast at
payout. A Conveyance of 25% Operating Rights from Chace to Amoco dated 1/31/1979 Is recorded in Rio
Asriba County, NM (Bk 88, Pg 780). This Conveyance was never approved by JAN or BIA. There have been
subsequent transfers of this interest out of Amogo.
The Assignment frarm Amoco to MW{ Apache Corporation) of 5/22/2003 that Inciuded all of the Record Title
and Operating Rights of Amoco Is not approved by the BIA. Howaver, If the trensfer of Operating Rights from
g:aca to W per the terms of the fanmout Is given effect then Apache becama a 25% Operaling Rights
ner in this Tract.

Monday, Saptember 08, 2008 Lease Number 363 Page1of 8
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Jicarilla Apache Nation Lease Data Sheet

MW Petorleum Corporation { Apache Corparation by merger of 9/1/1898) atlempled to assign this intorest to
Scythian, Ltd. This assignment was not approved by the BIA but Scythlan, Lid.'s Interest was recognized by

T the Bankruptcy Court referenced below. - ) .
' Tract Number 36302 _ . __DaamaorDate 2152008
Type Depth Restrictions Tract Acres
OiGas Surface to Base of PC . 16000
_ " Townshlp Renge Section Legal Description FKA Acres
. 4N 4w 16 SE 160.00
3 “interest Owner T Record Titlo Interost Oparitlni— ﬁlghts__ " ORRY Intorest
EnearVest Enargy Institution Fund IX, LP 77563%
EnerVest Encrgy Institution Fund £IX-W1, LP 2.47%
Jack A Cole 87.50%
Jack A, Cole & Babara J. Cole Revocable Tru 12.50%
Tract Notes o -
1 Assignmants from Jack A. Cole and Jack A. Cole & Barbara J. Cole Revocable Trust are currently pending
approval.
_ TractMumber 383.03 o Data As Of Date 211512008
Type Dopth Restrictions Tract Acrea
Ol/Gas ) Surface fo Bage ofCH 160.00
‘ Township Range Seclion Legal Description FKA Acros
24N 4w 21 NE 160.00
' interest Owner ; Record Title nterest  Operating Rights  ORRIInterest
EnerVest Enargy institution Fund 1X, LP 77.53%
EnerVest Energy institution Fund IX-WM, LP 22.47%
Jack A Cole 87.50%
Jack A. Cole & Babara J. Cole Revocable Tru 12.50%
" TraotNotes B T

2 While there have been several intervening unapproved assignments it appears that Jack Cole and the Cole
Trust intended to convey all of thelr operating rights. The assignmant of Oll and Gas Operating rights
approved for Eim Ridge oniy Includes the interest from the surfaca to the base of the PC. Thiis leaves
operating rights from base of the PC to tha base of the Chakra in Jack Cole and the Cole Trust A cormactive
assignment of the remain intereat should be submitled to JAN and BIA for approval.

3 Ass!gnn:ams from Jack A, Cole and Jack A, Cole & Barbara J. Cola Revecabls Trust are currently pending
approvat,

1 Same Nole as Lease 363 ,Tract 2, note 1

Monday, September 08, 2008 Lease Number 363 Page 2of &
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Jicarilla Apache Nation Lease Data Sheet

DataAsOfDate 21672008

Vract Number 363-04 7
T Type Dapth Restrictions Tract Acres
Qi/Gas Base of PC to Base of MV 160.00 .
" Township Rangs Section ‘Legal Description FKA Acres
24N 4w 16 NwW 180.00
T “Record Tille Interest  Operating Rights  ORRi Interest

” Intarest Owner
EnerVest Energy Institution Fund IX, LP
EnerVest Energy Instiiution Fund IX-W1, LP
Robert L Bayless Producers, LLC

77.53%
22.47%

100.00%

" Tract Notes

2 There s a panding Assignment of Operating Rights from Robert L. Bayless to Eim Rldge.

1 The Assignment batween Amoco and Bayless aliowed Amoco to convert their overriding royalty to Op Ris.
But, there is no Assignment from Bayless to Amoco.

e

Type
QilGas

Dnta A» Of Date _ 211572008 _

Townshlp Range Section Legal Description

24N 4w 1§ W2sSE

24N W 21 NW
24N 4w 2 ALl

Interest Owner ’

Apache Corp
- EnerVast Enargy [nstitution Fung IX, LP

EnerVest Enargy [nstitution Fund IX-Wt, LP

Robert L Bayleas Producers, LLC

Depth Restyictions Tract Acres
Surface to Base of DK 1,280.00
T FKA Acres
480.00
460.00
640.00
Record Vitle Interest  Operating Rights  ORRI Interest
33.33%
77.63%
247%
88.87%

" Tract Notes
1 ;hs is a pending Assighment of Operating Rights from Robert L. Bayless {o Elm Ridga of 100% of his
terest,
Tract Numbar 363-06 DataAsOfDate 2182008
Type Depth Reatrictions Tract Acres
oWSm _ BimsdPCloBseolDK 0w
Townshlp Range Section Legal Description FKA  Acres
24N aw 16 SE 180.00
tnterest Owner “Record Title interest  Oparating Rights  ORRI Interest
Apache Corp 33.33%
EnerVest Energy Inatitution Fund IX, LP 77.53%
EnerVest Energy Institution Fund IX-W1, LP 22.47%
£6.87%

Robert L Bayless Producers, LLC

Tract Notes

1 Thereia a pending Assignment of Operating Rights of 100% from Robert L. Bayless to Eim Ridge.

Monday, September 08, 2008

Lease Number 363

Page 3 of 6
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Jicarilla Apache Nation Lease Data Sheet _
Dltl As Of Dau 2!1512003

Tract Number 38307 _ L
Type Depth Restrictions Tract Acm
OliGas Bzse of CH to Base of DK ) 160.00
Township Range Section Legal Description FKA Acres
24N 4w 21 NE 160.00
interest Owner o Record Title interest  Oparating Rights  ORRI Interest
Apache Corp 33.33%
EnerVest Energy Institution Fund IX, LP 77.63%
EnerVest Energy Institution Fund IX-W, LP 22.47%
Robart L Bayless Producers, LLC 66.67%
™" Yract Notes ) ' -
1 Therels a pending Assignment of Operating Rights from Robsrt L. Bayless to Elm Ridgs for 100% of his
interest.
TractNumbor 38308 DatsAs OfDate 2152008
Type . Depth Restrictions Tract Acres
OitlGas Base of MVioBase of DK _180.00
Township Range Saction Legal Description : FKA Acres
24N 4W 16 NW 160.00
Interest Owner Record Titie Inferest  Operating Rights  ORRI interest
Elm Ridge Exploration Company L.L.C. 100.00%
EnerVest Ensrgy Institution Fund IX, LP 77.63%
EnerVest Energy Institution Fund IX-W, LP 247%
" Tract Notes - -
1 Same note as Lease 363, Tract 4, nota 1
Tract Number 363-09 Data As Of Date 2!15!2008 _
Type Doepth Restrictions Tract Acros
___ OliGes Base of DK to Ak Depths 2,560.00
Township Range Seclion Legsl Description FKA Acres
24N 4W 15 Al 640.00
24N 44w 16 Al £40.00
24N aw 21 Al 640.00
24N aw 2 A 840.00
interest Owner " Record Title Intereat  Operating Rights  ORRI Interest
Apache Corp 100.00%
EnerVest Energy Institution Fund (X, LP 77.53%
EnerVest Enargy Institution Fund [X-Wi, LP 2.47%
Monday, September 08, 2008 Leass Number 363 Paged of 6
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Jicarilla Apache Nation Lease Data Sheet
_ Data A3 OfDate 211572008

Tract Number 363-10
o Type Depth Restrictions Tract Acres
QiVGas Surface to Base qf DK 16000
Township Range Section Legal Deacription FKA :\scon;

24N 4w 15 NE

Record Til Interest Operating Rights  ORR) interest

interest Owner
—- Apache Corp 100.00%
: EnarVaest Energy Institution Fund IX, LP 77.53%
EnerVest Energy Institution Fund IX-W, LP 22.47%
Traot Number 363-11 - B Data As OfDate 211512008
Type Dopth Restrictions Tract Acres
OiliGas Surface oBase of OK o B 150.(_)_0
Township Range Section Legal Description FKA Acres
24N 4W 16 SwW 180.00
" Intorest Owner T T "Record Tille Interest  Operating Rights  ORRl interest
—) EnerVest Energy Institution Fund IX, LP 2.47%
Enarvast Enargy Institution Fund IX, LP 77.53%
Robert L Bayless Producers, LLC 100.00%
“Tract Notes o oo
1 Themis a pending Assignment of Oparating Rights from Robert L. Baylass to EIm Ridge for 100% of his
Interest.

2 Thereis an Unapproved Assignment from W, B, Martin & Assoc., Inc to Eim Ridge of 100% Op Rts. No
Assignment Into W.B. Martin & Assoc,, Inc.

Tract Number 363-12 ' DataAs OfDate 2152008
Type Depth Restrictions Tract Acres
OivGes o Surface to Base of PC o o 160.00
Townshlp Range Section Legal Description FKA Acros
24N 4w 16 NW 160.00
intersst Owner - Record Title Interest  Oporating Rights  ORRI Interest
3 . Elm Ridge Exploration Company L.L.C. 99.00%
EnerVest Energy Instituion Fund IX, LP 77.53%
» EnerVest Energy Institution Fund IX-W, LP 22.47%
- - Robert L Bayless Producers, LLC : 1.00%
Tract Notes ) T
: 1 Lhere is a pending Assignment of Operating Rights from Robert L. Bayless to £lm Ridge for 100% of his
: terest,
)
Monday, Seplember 08, 2008 Lease Number 83 Page5ol6

Case 09-10832-j11 Doc 210-3 Filed 04/19/10 Entered 04/19/10 21:21:46 Page 9 of 11



el

Jicarilla Apache Nation Lease Data Sheet

i Tract Number 363-13 _ DataAs OfDate  2/15/72008
: Type Depth Restrictions Tract Acres
OiVGas Surface fo Base of PC 16000
Township Range Section Legal Description FKA Acres
24N 4w 16 NE 160.00
- " Interest Owner ’ "7 Record Title Interest  Operating Rights  ORRI interest
— Apache Corp 33.33%
Eim Ridge Exploration Company L.L.C. 66.00%
EnerVest Energy Institution Fund IX, LP 77.53%
EnerVest Energy Institution Fund IX-Wi, LP 22.47%
. Robert L Bayless Producers, LLC 5 0.67% N
Tract Notas
1 ‘Therels a panding Assignment of Operating Rights from Robert L. Bayless to Eim Ridge for 100% of his
Interest.
_ TractNumber 363-14 N 7 DamAsofDats 2152008
Type Depth Restrictions Tract Acres
OlGss S Base of PC to Base of DK i 160.00
Township Range Soction Legal Description FKA Acres
24N 4w 1% NE 160.00
) ‘ " Interest Owner Record Title Interest Operating Rights  ORRI interest
) Apache Comp 33.33%
EnerVest Energy Institution Fund IX, LP 77.53%
EnerVast Energy Institution Fund IX-W1, LP 22.47%
Robert L Bayless Producers, LLC 88.87%
" Tract Notes oo ST
1 Lhem is 2 pending Assignment of Operating Rights from Robert L. Bayless to Eim Ridge for 100% of his
terest.
Monday, Septemboar 08, 2008 Leaso Numbar 383 Page 6 of 8
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APINumber
30-038-05428
30-039-205908
30-030-21152
30-039-21168
30-039-21192
30-039-21194
— 30-030-21824
30-009-22307
30-038-23038
30-038-23113
30-039-23541

Jicarilla Apache Nation Lease Data Sheet

Wells Assoclated With Lease 383

Woll Name

JICARILLA APACHE G 001
JICARILLA 363 001
BURRQ CANYON 601
BURRO CANYON (02
BURRO CANYON 004
BURRQ CANYON 003
JICARILLA 363 002
JICARILLA TRIBAL 363 A 001
JICARILLA 363 B 004
JICARILLA 383 B 005
MARTIN WHITTAKER 055

Monday, September 08, 2008

Case 09-10832-j11 Doc 210-3 Filed 04/19/10 Entered 04/19/10 21:21:46 Page 11 of

> 0V > > > VWP >P O

Status Frm  Locatlon

P-16-24N-4W
GL-DK 0-21-24N-4W
PC  O-16-24N-4W
PC  H-21-24N-4W

D-22:24N-4W

M-22.24N-4W
GLDK N-21-24N-4W
GL-DK A-15-24N-4W
PC  C-18-24N4W
PC  B-16-24N-4W
GL-OK E-18-24N-4W

11

Oparator

AMERADA PETROLEUWM C

STAR ACQUISITION Vil, LLC

ELM RIDGE EXPLORATION COMPANY L
ELM RIDGE EXPLORATION COMPANY L
JACKA COLE

JACKA COLE

STAR ACQUISITION VI, LLC
ENERVEST OPERATING L.L.C.

ELM RIDGE EXPLORATION COMPANY L
ELM RIDGE EXPLORATION COMPANY L
ELM RIDGE EXPLORATION COMPANY L

Page 1 of 1
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DOLAN & DOMENICI, P.C. RECEIVED

ATTORNEYS AT LAW
6100 Seagull NE, Suite 205 DEC 2 7 2004
Albuquerque, New Mexico 87109 S HALTOM. TAYLOR
(505) 883-6250 M&%%’}\%ﬁ & BLADH, LLP-SF
DANIEL R. DOLAN, I1'23 V Fax: (505) 884-3424
PETER V. DOMENICI, JR.2 E-mail:pdomenici@dolan-domenici.com

JEANNE CAMERON WASHBURN?
CHARLES N. LAKINS?
LORRAINE HOLLINGSWORTH?

Licensed in ' KY: I NM:* TX.
December 23, 2004

Ms. Eugenia Otole, Permits Clerk
Jicarilla Apache Nation

Oil & Gas Administration

Hawks Drive

Dulce, NM 87528

RE: Operating Permit Application
Dear Ms. Otole:

Pursuant to a recent court order, we have been appointed a new operator for a portion of the
Golden Oil Company lease. We will be operating the Section 71 and 363 leases. In this
regard, please find the following items:

Completed Operating Permit Application package for 2005 - 2006
Operating Permit payment fee of $200.00

Requisite Certificates of Insurance

Certificate of Organization

Operating Agreement

Federal 1.D. Number

New Mexico CRS Number

New Mexico Department of Labor Number

®NO LA W

Your attention in this matter is greatly appreciated.

Sincerely,
N ,/J' // Z /L/
/

Pete V. Domenici, It., Esq.
RMF}srr; 1391.01

encls 7/

CC/\, UKOM‘\ (Bﬂ»ng;

EXHIBIT
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