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MAR-13-2001 MON 04:13 PM QUALITY CENTER FAX NO. 15055B%3538 P. 02

E¥ HEGARTY AITEC NEW MEIC 221

& A (505) 325-8449 » FAX; (S(3; 134-4992
DE!.HI-%%n?IEE@Ea%ﬁ E-MAIL: synergy@eybaeruort.com

Alan B. Nicol March 19, 2001
Pendragen Resources L. P, i imj . Mgy

Pendragan Energy Paringrs, inc
621-17th Street Suite 750
Denver, Colorado 80293

Re: AFE - Operating Agrsement NE NE Section 24, T26N, R13wW
Fruitiand Coal Test (N/2) Ryleybart Federal No.1

Dear Alan:

Enclosed please find a revised Authority For Expenditure (AFE) for the driiling of the
above captioned well in the amount of $158,543.00. As discussed, we plan to use a
sand wedge type frac. Doug Endsley has baen in contact with American Energy.
They have a product compatrable to the Sand Wedge Frac for $10K to $12K less.

We have gone through the attached DRAFT copy of the AFE and addressed every cost
we think can be reduced. We still have $3,000 assigned for Tank Rentals, although
we certainly will utilize the tank that will be needed for ongoing operations once the
well is put on production. As such, this cost Tank Rental may be reduced.

Rest assured, if there is a better method to frac this coal, we certainly will consider it.
Please send Doug and | a letter pointing out the merits of your proposal, We will give
your thoughts close scrutiny and proper consideration.

Be advised that Jim Ludwick will be the drilling contractor, We may be able to save the
cost of a rig move, because we plan to dove tail cur drilling plans with other operators
in the area, thus saving on this cost.

As you knaw, tha Opsrator for the drilling venture is Eim Ridge Resources, inc.
Operations can be conductad undser: elther the existing JOA dated September 1,
1990, or a 1988 AAPL JOA with 1998 COPAS Accounting Procedure. The Overhead
rates will be: Drilling Well Rate of $4,000.00, and the Producing Well Rate: of $350.00.
The salaries, wages and Personal Expenses of Technical Empioyees and/or cost the
Consultant services WILL NO™ 56 aovered by said overhead rates.

For the purposes of avoiding any problems at our upcoming force pocl proceeding this
Thursday. F.ease axscuty the faxed copy of this latte:r, returining it as saon o5

puisicla. T aitarnativa vouit! @ *o stipulste avactly »hat it s thal Pendragor would
need i Srdar o partic'pats in thia -iling yentire. Thank Yeu far your attention ta this
metsr

Sirsarsly, Agresd To and Accepted this 22 day, March, 2001.

Pendragon Resources L. P, & Pendragon Energy Partners, Inc

2 R 3 e
;7/:' By M,-, "‘"*"L//

atrick Hegarty

/ "Alan B, Nicol
PH/mac
XC: Doug & Jamie Eim Ridge Resources, Inc.
enclosure

Pondragen AFEH?
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DELHI-Trading Incorporated

TELECOPY THRANSMITTAL SHEET

P. O.-Box 1317, Aztoc Now Moxlco 87410

- ~ CONFIDENTIAL |

NOTICE: THE INFORMATION CONTAINED IN THIS FACSIMILE MESSAGE IS INTENDED ONLY
FOR THE CONFIDENTIAL USE OF THE BELOW NAMED RECEIPIENT: IF THE READER OF THIS
MESSAGE IS NOT THE INTENDED RECEIPIENT, OR PERSON RESPONSIBLE FOR DELIVERING IT
TO THE INTENDED RECIPIENT, YOU ARE HEREBY NOTIFIED THAT YOU HAVE RECEIVED THIS

COMMUNICATION IN ERROR, AND THAT ANY REVIEW, DISSEMINATION, DISTRIBUTION, OR
COPYING OF THIS COMMUNICATION IS STRICTLY PROHIBITED. IF YOU HAVE RECEIVED THIS IN

ERROR, PLEASE NOTIFY THE SENDER IMMEDIATELY BY TELEPHONE AT THE NUMBER.SET
FORTH BELOW AND DESTROY THIS FACSIMILE MESSAGE. THANK YOU.

-

DATE: 2-19- 0o
To: St ez Co muoe (

FROM: (ﬂm\qL {_\a !:W,‘
RE:  Tome Seal Piocal A

SALL; (505) 325;5:149,ﬁlF THERE IS ANY PROBLEM WITH TRANSMISSION OF THESE PAGES.

SUBJECT:

MESSAGE:

LT T BT




’ ,——J HEGLRTY
M7l 5 ASSOCIATES

UELHI-Tracing Incorporated

TELECOPY TRANSMITTAL SHEET

P. O.- Box 1317, Aztoc Now Maxlco 87410

Telophono: 505/325-5449, 334-4992 fax

B CONFIDENTIAL

NOTICE: THE INFORMATION CONTAINED IN THIS FACSIMILE MESSAGE IS INTENDED ONLY
FOR THE CONFIDENTIAL USE OF THE BELOW NAMED RECEIPIENT: IF THE READER OF THIS
MESSAGE IS NOT THE INTENDED RECEIPIENT, OR PERSON RESPONSIBLE FOR DELIVERING IT
TO THE INTENDED RECIPIENT, YOU ARE HEREBY NOTIFIED THAT YOU HAVE RECEIVED THIS

COMMUNICATION IN ERROR, AND THAT ANY REVIEW, DISSEMINATION, DISTRIBUTION, OR
COPYING OF THIS COMMUNICATION IS STRICTLY PROHIBITED. |F YOU HAVE RECEIVED THIS IN

ERROR, PLEASE NOTIFY THE SENDER IMMEDIATELY BY TELEPHONE AT THE NUMBER.SET
FORTH BELOW AND DESTROY THIS FACSIMILE MESSAGE. THANK YOU.
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& ASSOCIAT (505) 325-5449 « FAX: (505) 334-4992
DELHI-Trading Incorporored E-MAIL: syrergy@cybarpori.com

H EGARTY 27 C.R. 3025 « P.O. BOX 1317
AZTEC, NEW MEXICO 87410

March 19, 2001
Via Facsimile

Steve Cromwell Vice President

devon ENERGY CORPORATION

20 North Broadway, Suite 1500
Oklahoma City, Oklahoma 731C2-8260

RE:  Force Pool Proceeding N/2 sec.
7.5% WI NE/4, 24 T26N, R13W
San Juan Basin, N. M.

Dear Steve:

Devon may own a number of miscellaneous interests in the San Juan Basin that are
being force pooled because your people do not have time to consider each drilling
proposal. | would like to explore with devon the possibility of buying these very small
miscellaneous interests. The alternative is devon simply gives up your interest to a
force pool proceeding. Keep in mind; once the interest is force pooled someone will
have to tract the interest to payout. Let me give you one example.

| have been trying to commit the captioned interest to the drilling of a well for over one
year. | have offered to buy devon's interest. | had reached a deal with Santa Fe
Synder before devon's merger, BUT could not get the matter closed. As such, | had to
start over with devon. Last September | mailed all the pertinent detail involving this
matter to Jane Wooldridge. Devon could sell, farmout, or partcipate. We have made
no progress, which has forced us to force pool devon's interest, as well as Edward
Energy's interest. The Force Pool proceeding is scheduled for this Thursday March
22, 2001. Realize that | can not wait any longer for | have an interest in a lease in the
pooled NW/4 in an extended term. Regardless the details this problem maybe an
opertunity for all of us to profit from the problem.

In Jane's defense, she is spread very thin with more pressing matters, due to all of
devon's recent expansions. This problem maybe an opportunity for devon to rid
themselves of many time consuming small miscellaneous interests. These interests
take a lot of your peoples time and add no noticeable income to your bottom line.

We would be willing to make a trip out to your corporate offices to discuss a basin wide
purchase proposal further.

Your attention to this matter is appreciated.

Very truly yours,
DELHI-Trading Incorporated

Sg

atrick Hegarty,
President

PH/mac
XC: Jane Wooldridge

DEVON Force Pool.
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PENDRAGON ENERGY PARTNERS, INC.

j 621 17th Strect, Suite 750 ® Denver, CO 80245 o (303) 2969402 Fax (303) 296-9410

February 6, 2001

Mr. Patrick Hegarty
Hegarty & Associates
P. O. Box 1317
Aztec, NM 87410
Re:  Proposed Ryleybart Federal No. 1 Well
NE/4 Section 24, T26N-R13W, San Juan Co., NM
Dear Patrick:

Thank you for your follow-up letter dated 1/29/01 concerning this well. We are now in
agreement that Pendragon Resources L.P. will have a 25.3125% W.I. in the N/2 Fruitland
Coal spacing unit.

Our intention is to participate for our full working interest in this well. However, we will
not execute the existing AFE without further discussion with EIm Ridge, because in our
view and experience it is too high, as you and I have discussed.

We understand the need to prepay our share of the costs prior to drilling, and assuming
we become comfortable with the estimated costs, will do so when it is appropriate.
However, with a pooling proceeding in the works, and with Merrion now in the picture as
operator in the NE/4 under our old Operating Agreement, we will hold off until we have
determined for certain which operator and which operating agreement will prevail.

Should it be the new Operating Agreement from Elm Ridge, we will need to have that
document agreed to and executed before we send funds, since prepayment obligations
and timing would be set forth in that agreement.

If there is to be little difference between the two possible JOAs, we could proceed to
negotiate and execute your new one contingent upon its becoming the operative
document, and then Elm Ridge would have us signed up regardless of which JOA
prevails.

Sincerely,

sl

Alan B. Nicol
President

ABNJjf
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2 ASSOCIATES (505) 325-5449 « FAX: (505) 334-4992

DELHI-Trading Incorporated E-MAIL: synergy@cyberport.com

$ HEGARTY AZTEC, NEW MEXCO 87410

<January 29, 2001
Register Mail RRER
Alan B. Nicol
Pendragon Resources L. P.
Pendragon Energy Partners, Inc
621-17th Street Suite 750
Denver, Colorado 80293

Re: Invitation To Participate
NE NE.Section 24, T26N, R13W
Fruitland Coal Test (N/2)
Ryleybart Federal No.1
BLM Lse. 31059 (NE/4)

Dear Mr. Nicols:

Wanted to backup our telephone conversations with this letter. | incorrectly stated what
Pendragon's proportionate share of the well cost would be for the captioned well
Pendragon's share of costs for said well is $45,889.54 (181,292,00. x .253125). This
amount is based upon Pendragon's ownership of 75% of 67.5% of the operating rights
covering the Fruittand Coal interval of the NE/4 of section 24, T26N, R13W, being 50% of
the proration unit.

Pardon the error in stating what Pendragon's proportionate of well costs would be. As
previously stated, | do not want to Force Pool Pendragon's interest. | am proceeding along
this path only because of our need to drill a well in a timely fashion without having to caring
any working interest owners burden. Thank You for your consideration of this matter.

Advise if you need anything further.

Sincerely,
Patrick Hega
PH/mac
enclosure

XC: James Bruce Esq.
Pendragon

PENDRAGON #23



"

27 CR. 3025 « P.O. BOX 1317
H E G A RTY AZTEC, NEW MEXICO 87410
& ASSOZIATES (505) 325-5440 « FAX: (505) 334-4992
DELHI-Trading 'ncorporated E-MAIL: synergy@cyberport.com

January 29, 2001

Via Facsimile & Certified Mail RRR
Edwards Energy Corporation :
Attn.: J. Keith Edwards
1401 17th St. Suite 14C0
Denver, Colorado 80202

Re: Invitation Tc Participate - THIRD REQUEST
Fruittand Coal Test
Ryleybart Federal No.1
NE NE Section 24, T26N, R13W
N/2 Proration Unit
BLM Lease No. 31059

Dear Mr. Edwards:

Enclosed please find another AFE for the drilling of the above captioned well in the amount
of $181,292,00. As previously stated the Operator for the drilling of this well is EIm Ridge
Resources, Inc. Operations will be conducted under either an 1982 AAPL Joint Operating
Agreement with a 1984 COPAS Accounting Procedure, or the existing Operating
Agreement covering your land. If a new Operating Agreement is prepared the suggested
Overhead rates will be:

Drilling Well Rate: $4,500.00

Producing Well Rate: $ 500.00
The salaries, wages and Personal Expenses of Technical Employees and/or cost of the
Consultant services and contract services either temporarily, or permanently assigned to
and directly employed in the operation WILL NOT be covered by overhead rates.

We have confirmed your assertion of ownership of BLM Lease Serial No. 31059;
Edwards Energy owns 25% of 67.50% (16.875% of 8/8ths net) of the operating rights for
the NE/4 of section 24, T26N R12W. As such, Edward's proportionate share of this well
will be 8.43755% of 8/8ths, which equates to $15,296.61 of the enclosed AFE. We
hereby request pre payment of this amount as soon as possible.

We appreciate a response to our last letter but will continue to seek support in drilling this
well from the N.M.O.C.D. under Force Pool proceedings, or under the existing Operating
Agreement covering your lands if we do not receive the requested sum of money within 45
days from receipt of this letter.

Your prompt attention to this matter will be appreciated.

Sincerely,
Ridge Resources, Inc.
PH/mac

k]
gent
enclosure

XC: James M. Clark, Jr. & James Bruce, Esq. w/out enclosures

Heg

Edwards AFE #2



DELHI-Trading Incorporated E-MAIL: synergy@cyberport.com

_ - ‘ 27 C.R. 3025 » P.O. BOX 1317
ll:‘l- @ ¥ AESg@% ﬁA-Tr[EYS ' gg)%gEval\gExgg ?Zcég? 334-4992

January 29, 2001

Jim bruce

P.O. Box 1056

Santa Fe, N.M. 87504

Re: Force Pool Proceeding - Update

& Dear Jim:

" Enclosed please find the letters to various working interest owners. We experienced what
appears to be a Shuitz Abstract title bust. In my twenty years of working with Annette this
is the fist apparent oversight that | have experienced.

Merrion Oil & Gas appears to own 25% of 88/8ths of the Fruitland Coal rights associated
with the NE/4 of section 24, 26/13. What created the oversight was that the Merrions
assigned Edwards only the PC while the assignment was interpreted to include the FTC.

All working interest owners in this venture have now received an invitation to participate in
the drilling of the Ryleybart Federal No.1 well, which will entail the N/2 of said section.

Sincerely,

S

PH/mac
XC: Jamie Clark

enclosures

Jim Bruce --Update




DELHI-Trading Incorporated E-MAIL: synergy@cybeport.com

=YHEGARTY RSy
» E§§ & ASSOCIATES (505) 325-5449 « FAX: (505) 334-4992

January 23, 2001
Via Facsimile & U.S. Mail

Alan B. Nicol

Pendragon Resources L. P.
Pendragon Energy Partners, Inc
621-17th Street Suite 750
Denver, Colorado 80293

Re: Invitation To Participate
NE NE-Section 24, T26N, R13W
Fruitland Coal Test (N/2)
Ryleybart Federal No.1
BLM Lse. 31059 (NE/4)

Dear Mr. Nicols:

Enclosed please find an Authority For Expenditure (AFE) for the drilling of the above
captioned well in the amount of $181,292.00. The Operator for the drilling of this well is Elm
Ridge Resources, Inc. Operations will be conducted under: either the existing JOA dated
September 1, 1990, or a 1982 AAPL JOA with 1984 COPAS Accounting Procedure. If a
new JOA is needed the suggested Overhead rates will be:

Drilling Well Rate: $4,500.00
Producing Well Rate: $ 500.00.
The salaries, wages and Personal Expenses of Technical Employees and/or cost the
~ Consultant services and contract services either temporarily, or permanently assigned to
and directly employed in the operation WILL NOT be covered by overhead rates.

Based upon a letter received from Edwards Energy Corporationdated dated January 18,
. 2001, Pendragon owns 69.375% (92.5% x .75) of the operating rights covering the NE/4
- of said section. As such, Pendragon's proportionate share of the captioned well costs is
$62,885.66 ($181,292. x .346875). We would appreciate payment of this amount as
soon as possible as well as retum of one copy of the enclosed AFE. We are open to
review any suggestion to lower the cost and/or improve the operation of: drilling,
completing, or operating this proposed well. Be advised that we have already begun the
permitting for said well and continue to incur costs in this regard.

Prompt attention to this matter will be appreciated.
Sincerely,

. PH/mac
».. XC: Elm Ridge Resources, Inc.

.~ enclosure

Pendragon Ltr.



_ H EGARTY 27 CR. 3025 « P.O. BOX 1317
AZIEC, NEW MEXICO 87410
F § % ASSOCIATES (505) 325-5449 « FAX: (505) 334-4992

DELHi-iradilig Incorporated E-MAIL: synergy@cyberport.com

Januaryv 23, 2001
Registered Mail RRR
T. Greg Merrion, President
Merrion Qil & Gas Corp.
610 Reilly Ave.
Farmington, NM 7401

Re: Invitation To Participate
NE NE Section 24, T26N, R13W
Fruitand Coal Test (N/2)
Ryleybart Federal No.1
BLM Lse. 31059 (NE/4)

Dear T. Greg:

Enclosed please find an Authority For Expenditure (AFE) for the driling of the above
captioned well in the amount of $181,292.00. The Operator for the drilling of this well is Elm
Ridge Resources, Inc. Operations will be cornducted under: either the existing JOA dated
September 1, 1990, or a 1982 AAPL JOA with 1984 COPAS Accounting Procedure. If a
new JOA is needed the suggested Overhead rates will be:

Drilling Well Rate: $4,500.00

Producing Well Rate: $ 500.00.
The salaries, wages and Personal Expenses of Technical Employees and/or cost the
Consultant services and confract services either temporarily, or permanently assigned to
and directly employed in the operation WILL NOT be covered by overhead rates.

Based upon a review of title, Merrion owns 25% of the Fruitland Coal operating rights
covering the NE/4 of said section. As such, Merrion's proportionate share of the captioned
well costs is $22,661.50 ($181,292. x .125). We would appreciate payment of this
amount as soon as possible as well as retum of one copy of the enclosed AFE. We are
open to review any suggestion to lower the cost and/or improve the operation of: drilling,
completing, or operating this proposed well. Be advised that we have already begun the
permitting said well and continue to incur costs in this regard.

Prompt attention to this matter will be appreciated.

Sincerely,
Eim Ridge Resources, Inc.

PH/mac
XC: Jamie Clark, Jr.
enclosure

Merrion Ltr.
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H EGA RTY 27 C.R. 3025 « P.O. BOX 1317
AZTEC, NEW MEXICO 87410
rg & A S S @ @ i AT E g (505) 325-5449 « FAX: (505) 334-4992

DELHI-Trading Incorporated E-MAIL: sy, ergy@cyberport.com

January 17, 2001
Via Facsimile

Jan Wooldridge, Senior Landman
devon ENERGY CORPORATION

20 North Broadway, Suite 1500
Oklahoma City, Oklahoma 73102-8260

Re: Invitation To Participate - (REVISED)
NE NE Section 24, T26N, R13W
Fruittand Coal Test (N/2)

Ryleybart Federal No.1
BLM Lease No. 31059

Dear Jane:

Wanted to backup my telephone message with this letter. Our attorney; Jim Bruce pointed
out in the attached letter that | incorrectly stated what Devon's proportionate share of the well
cost would be for the captioned well. Devon's share of costs for said well is $6,798.45
(181,292,00. x .0375).

Pardon the emor in stating what Devon's proportionate of well costs would be. As
previously stated, | do not want to Force Pool Devon's interest. | am proceeding along this
path only because the offset lease, which | own aninterest inis in its extended term. If you
need verification of this fact just let me know. Thank You for your consideration of this matter.

Advise if you need anything further.
Sincerely,

atrick Hegarty
PH/mac

enclosure

XC: James Bruce Esq.

devon

DEVON Force Paal. #3



H EGA RTY 27 C.R. 3025 « P.O. BOX 1317
AZTEC, NEW MEXICO 87410
Fg &% ASSOCIATES (505) 325-5449 » FAX: (505) 334-4992
£33 T DELAFTrading Incorporated E-MAIL: synergy@cyberport.com

January 10, 2001
imil ified Mail RRR
Edwards Energy Corporation
Attn.: J. Keith Edwards
1401 17th St. Suite 1400
Denver, Colorado 80202

Re: Invitation To Participate - SECOND REQUEST
Fruitiand Coal Test
Ryleybart Federal No.1
NE NE Section 24, T26N, R13W
N/2 Proration Unit
BLM Lease No. 31059

Dear Mr. Edwards:

Enclosed please find an AFE for the drilling of the above captioned well in the amount of
$181,292,00. The Operator for the drilling of this well is EIm Ridge Resources, Inc.
Operations will be conducted under either an 1982 AAPL Joint Operating Agreement with
a 1984 COPAS Accounting Procedure, or the exsisting Operating Agreement covering
your land. If a new Operating Agreement is prepared the suggested Overhead rates will
be:

Driling Well Rate: $4,500.00

Producing Well Rate: $ 500.00
The salaries, wages and Personal Expenses of Technical Employees and/or cost of the
Consultant services and contract services either temporarily, or permanently assigned to
and directly employed in the operation WILL NOT be covered by overhead rates.

Based upon our analysis of the ownership of BLM Lease Serial No. 31059; Edwards
Energy owns 92.5% of the operating rights for the NE/4 of section 24, T26N R12W. As
such, Edward's proportionate share of this well will be 46.25% of 8/8ths, which equates to
$83,847.55 of the enclosed AFE. We will appreciate payment of this amount as soon as

possible.

We did not receive a response to our last letter and must advise that we will seek support
in drilling this well from the N.M.O.C.D. under Force Pool proceedings, or under the existing
Operating Agreement covering your lands if we do not receive $83,847.55 soon.

Your prompt attention to this matter will be appreciated.
Sincerely,

ety

PH/mac
enclosure

Edwards AFE #2



: ASSOCIATES (505) 325-5449 « FAX: (505) 334-4992
i i DELHI-Trading Incorporated E-MAIL: synergy@cyberport.com

F@i HEGARTY AZIEC, NEW MEXICO 87410

January 8, 2001

Jim Bruce

P.O. Box 1056

Santa Fe, N.M. 87504

Re: Force Pool Proceeding
Dear Jim:

Pursuant to our telephone conversation enclosed please find the letters to Edwards and
Devon, which were sent by certified mail..

Devon has told me that they will work with me in selling their interest or participating in the
well. The only problem is that they have been saying this for five months. | am hoping this
action will spur some action on everyones part. We also have an expiring lease issue that
is forcing our hand. As such, a February docket would be appreciated.

As stated Elm Ridge will be drilling the wells associated with this action.

Additional thoughts on the matter would be appreciated.

Sincerely,

St tl i

PH/mac
XC: Jamie Clark

enclosures

Jim Bruce -ED&Dev



F iH EGARTY ATEC, NEW MEXICO 87410

% PAESOCIATE S (505) 325-5449 « FAX: (505) 334-4992
DELF[iI\iTEO<§nE :%C;pofcfed E-MAIL: synergy@cyberport.com

Jane Wooldridge, %z inr Lendman January 5, 2001
devors ENERGY CCGRPCRATION Via Facsimile

20 North Broadway, Suite 1500
Okiahoma City, Okianoma 73102-8260

RE: Force Pool Proceeding - 7.5% WI NE/4, 24 T26N, R13W San Juan Basin, N. M.
Dear Jane:

You said yesterday that | do not own any interest in the proration unit that we are trying to
drill. This is not correct and may be the cause of the delay in reviewing this matter. | own
drilling rights in the NW/4 of section 24, 26/13. The Frutland Coal Proration Unit for the
proposed well will be the north half of this section.

The Force Pool procedure was initiated, with the Certified Letter that you received with the
attached AFE. This matter should come before the N.M.O.C.D. sometime in February.
The Santa Fe attorney that | am working with in this regard is Mr. Jim Bruce.

| have never Force Pooled anyone before and find the thought disturbing. | take pride in
trying to work with companies in a patient and understanding manner. As discussed,
Edwards Energy owns the remaining $2.5% interest in the NE/4. As discussed, | have a
long history of bad financial dealings with Edwards. If Devon sells me their interest, or
participates, |, or we, can force pool Edwards under the governing Operating Agreement.
This will save a great deal of time, headache and hassle.

Please recall the fact that my lease in the NW/4 is beyond its primary term. | have
negotiated a lease extension that requires a well be spud in the next six months. Because
of lease expiration, rig availability problems and this Forced Pool issue, | felt | had to
explore other decision making avenues within Devon.

| decided to call Steve Cromwell to increase the priority of this matter. Please understand
that a number of my prior telephone messages were not retumned. | realize that your
working on larger impact items. Knowing Devon to be a very employee supportive
company, | felt a call to Steve would allow you to make room in your buzy schedule for this
matter, with upper management support.

| apologize for any inconvenience my telephone call to Steve may have caused, but my
back is up against the wall. As | stated in the past | will extend you and Devon a
professional courtesy in the future in payment for your attention to this matter. | have an
excellent reputation for keeping my word and will assist you in the future for extending me
this professional courtesy.

Very truly yours,
DELHI-Trading Incorporated

atrick Hegarty, Ppésiden
PH/mac

DEVON Force Pool.



H EGA RTY 27 C.R. 3025 « P.O. BOX 1317
AZIEC, NEW MEXICO 87410

& ¥ & ASSOCIATES (505) 325-5449 « FAX: (505) 334-4992

L DELHI-Trading Incorporated ! E-MAIL: synergy& cyberport.com

December 27, 2000
Via Facsimile

Jane Wooldridge, Senior Landman
devon ENERGY CORPORATION

20 Nerth Broadway, Suite 1500
Oklahoma City, Oklahoma 73102-8260

Re: Invitation To Participate
Fruitland Coal Test (N/2)
Ryleybart Federal No.1
NE NE Section 24, T26N, R13W
BLM Lease No. 31059

Dear Jane:

Enclosed please find an AFE for thé drilling of the above captioned well in the amount of
$181,292,00. The Operator for the driling of this well is EIm Ridge Resources, Inc.
Operations will be conducted under an 1982 AAPL Joint Operating Agreement with a
1984 COPAS Accounting Procedure. The suggested Overhead rates will be:

Drilling Well Rate: $4,500.00

Producing Well Rate: $ 500.00
The salaries, wages and Personal Expenses of Technical Employees and/or cost of the
Consultant services and contract services either temporarily, or permanently assigned to
and directly employed in the operation WILL NOT be covered by overhead rates.

Based upon our analysis of the ownership of BLM Lease Serial No. 31059; devon
ENERGY CORPORATION owns 7.5% of the operating rights for the NE/4 of section 24,
T26N R12W. As such, Edward's proportionate share of this well encompassing a N/2 drill
block will be: $83,847.55. We will appreciate payment of this amount as soon as
possible.

Advise if you need anything further.
Sincerely,

PR e

PH/mac

enclosure

devon
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JEIHEGARTY | oy
£.. 7410
g@i & AggO@UATES (505) 325-5449 + FAX: (505) 334-4992

SeLAi-irading Incorporated E-MAIL: synergy@cyberport.com

December 21, 2000
Via Facsimile

Edwards Energy Corporation
Attn.: J. Keith Edwards

1401 17th St. Suite 1400
Denver, Colorado 80202

Re: Invitation To Participate
Fruitland Coal Test
Ryleybart Federal No.1
NE NE Section 24, T26N, R13W
BLM Lease No. 31059

Dear Mr. Edwards:

Enclosed please find an AFE for the drilling of the above captioned well in the amount
of $181,292,00. The Operator for the drilling of this well is Elm Ridge Resources, Inc.
Operations will be conducted under an 1982 AAPL Joint Operating Agreement with a
1984 COPAS Accounting Procedure. The suggested Overhead rates will be:

Drilling Well Rate: $4,500.00

Producing Well Rate: $ 500.00
The salaries, wages and Personal Expenses of Technical Employees and/or cost of

the Consultant services and contract services either temporarily, or permanently
assigned to and directly employed in the operation WILL NOT be covered by overhead

rates.

Based upon our analysis of the ownership of BLM Lease Serial No. 31059; Edwards
Energy owns 92.5% of the operating rights for the NE/4 of section 24, T26N R12W. As
such, Edward's proportionate share of this well will be: $83,847.55. We will
appreciate payment of this amount as soon as possible.

Advise if you need anything further.

Sincerely,

h
Pa ICk Hegarty é

PH/mac

enclosure

Edwards
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Presn
( 5. LLEARTMENT CF THE INTERIOR
WU AU OF LAND Aa i GEMENT

United States Devnartment of the Interior

BUREAU OF LAND MallAGEMENT
Farmington Fie.  CZIfice
1235 La Plata Highway, Suite A
Farmington, New Mexico 87401

IN REPLY REFER TO: R,
NO-G-9601-1296 (DR) January 31, 2001 e . -,
3162.2 (07100) P

Certified

Wayne L. Ransbottom

Marathon 0Oil Company

P.O. Box 522

Midland, Texas 79702-0552 R

Re: Drainage of Navajo-Allotted Minerals
Lease No. NO-G-9601-12396

Dear Mr. Ransbottom:

The Farmington Field Office is conducting a review in which Navajo-Allotted
leases may be affected by offset wells. Per our records, Marathon 0il Company
is the lessee of Navajo-Allotted lease NO-G-9601-1296, NW/4, sec. 24, T. 26N.,
R. 13W. This section is being reviewed for potential drainage based upon the
lease’s proximity to the following well:

Yip Com No. 1, 1755 FSL, 1010 FWL, sec. 18, T. 26N., R.12W., completed in the
Fruitland Coal formation. This well’s production began increasing on January
2000. The last three months of production figures from September 2000 to
November 2000 shows the well’s production is averaging 318 MCF of gas per day.
This well’s dedicated spacing acreage is comprised of one 160 acre Navajo-
Allotted lease and one 160 acre lease comprised of two Federal lessees for a
total acreage of 320 acres. Potential drainage is occurring from your Navajo-
Allotted lease with a different Navajo-Allottee and a Federal lease with a
different lessee from the cffending well’s Navajo-Allottee and Federal
lessees.

A protective well has not been drilled.

Both the terms of your lease and the oil and gas regulations require you to
protect Navajo-Allotted lands from drainage. Even though you are not required
to respond to this initial letter, you are encouraged to submit engineering
and geological data which supports your contention. Our technical staff will
then review your data and make a drainage determination. If we receive no
reply and our final determination after geological and engineering work is
done shows that drainage did occur before the protective well began producing,
you may be subject to the assessment of compensatory royalties. If you have
any guestions concerning this matter, please call Paul Bougeant at

(505) 599-6304 or Ray Hager at (970) 490-2942.

Richard K. Dembowski
Team Lead, Petroleum Management

Sincerel

cc: Patrick Hegarty
Hegarty & Associates
P.0O. Box 1317
Aztec, N.M. 87410



United States Department of the Interior
FARMINGTON INDIAN MINERALS OFFICE
1235 La Plata Highv.ay Suite B
Farmington, NM 87401

IN REPLY REFER TO:

FIMO o
Mr. Patrick Hegarty, President TR 2'9‘55‘! " DEC -8 —if

Hegarty and Associates
27 C.R. 3025 -P.O. Box 1317 R o
Aztec, New Mexico 87410 ST

Dear Mr.. Hegarty:

Enclosed is an approved orginal amendment to Oil and Gas Mining Leases No. NO-G-9601-1296, Allotment
No. 062599. The Amendment Lease is effective on December 04, 2000.

If you have any questions, you may contact Jeffrey Henry, at (505) 599-8967.

Sincerely,
Ly

/\/ Kevin Gambrell, Director

Enclosure



HEGARTY AZICC. NEW MEXICO 87410

& A g g O fa AT E S (505) 326-5449 « FAX: (505) 334-4992
EHITading chorporofed E-MAIL: synergy@cyberpcrt.com
I; i E ” 1"- ‘E .

Kevin Gambrell - Director ’L
Farmington Indian Minerals Office :
1235 La Plata Hwy., Suite B
Farmington, NM. 87401-1805

Re: Leiter of Understanding
Fannie Scott Lease
BIA - Lease No. NO-G-9601-1296
NW/4, Section 24, T26N, R13W
SAN JUAN COUNTY, ONEW MEXICO

Dear Kevin:

| appreciate your involvement in the Fannie Scott meeting today to negotiate an
amendment to the captioned Oil and Gas Lease that covers her lands.

P REEN e
Decermber 1, 2000 ﬁ HiE
’ =340 40

- FARMINGTCOHL (EG AN
__MINERALS OFFICE

Some of the investors involved in the drilling of the wells involving Fannie Scott's
lands would like for me to secure a written assurance that the submission of the Notice
of Staking qualifies as the "commence(ment of) operations" as specified in the
attached Amendment To Oil Gas Mining Lease that was executed today. Further, |
need a copy of the documentation that Fannie Scott signed, to properly document her
acceptance of this matter.

Pardon this inconvenience, but it is important that all who invest in these wells are
comfortable with the language of the Amendment Agreement and the manner within in
which it is approved.

Please execute both original copies of this Letter of Understanding, returning one as
indicated. | will follow up this letter with a telephone call. Thank You.

Sincerely,
DELHI-Trading Incorporated The prior submission of the Notice of Staking
for the Bartryley Navajo #1 and the Ryleybart
Federal #1 is hereby qualified as the
/% commencement of operations, as called for in
atnck Hegarty, PreSide the attached Amendment To Oil Gas Mining

Lease.

g S

Kevm Gambrell - Director
Farmington Indian Minerals Office
Date: /2/&/ 200

FIMO Letter of Understanding

S‘@ Fo B % ‘ffb

ORIGINAL R




Contrart Nc. NO-G-9601-1296
Allotment No. 62599

To be attached tn and becnme a part ¢ the lease ag.eement. Initials

In witness whereof, the said parties have hereunto subscribed their names or affixed their seals on the day
and year first abcve mentioned.

Two witnesses to execution by lessor: LESSOR
N S i/ :
/)/ 2N 5{4«‘/ o al \"'5.'714‘41;[/
Fannie Scott '
P. 0. Census No 780U011071
P. O.

ACKNOWLEDGEMENT OF NOTARY
STATE OF W,%U /2 ohr e o
COUNTY OF 4/144 W 57'_
Before me, a notﬁ%ublic, on the day of /‘Qﬁéh AZA , 2093, personally

appeared 2Pt O /27 . c 7 . . tome known fo be the identical person who
executed the within and foregoing’lease, and acknowledged to me that executed the same as
L% free and voluntary act and deed for the use and purpgse therein set forth.

[SEAL)
My commission expires: (/’ Z 2}0()'7———/




AMENDMENT TO OIL AND GAS MINING LEASE

Lease Number NO-G-9601-1296
Township 26 Woith, Range 13 West, Section 24: NW1/4
San Juan County, New Mexico, N.M.P.M.
1s amended as follows:

If lessee shall commence operations recessary for drilling on or before midnight on the last day of the
primary term of this lease and shall continue until the well is fully completed to production, or such well is
plugged or abandoned, and if oil or gas, or either of them be found in paying quantities, this lease shail
continue and be in force with like effect as is such well had been completed within the primary term of
years being first mentioned.

= 22-) =z
/ Date

UNITED STATES DEPARTMENT OF THE INTERIOR

BUREAU OF INDIAN AFFAIRS
j / /7 — - ,/ Z /-0
/ Farmiligtor Indian Mifierals Dirfetwor . ~—— Date

#4060 ?dcv‘& )w Corsedecalia—



HEGARTY 27 C.R. 3025 » P.O. BOX 1317
i; EGARTY S, .,

OELHI-Trading Incorporated E-MAIL: synerg;, ‘@cyberport. -
Wayne L. Ransbottom, Land Manager November 1, 2000
Marathon Oil Company
P.O. Box 552 Re: Authority To Transact Business
Midland, Texas 79702 IND. Aliotted l.se # NO-G-9601-1299
NW/4, T26N, R13W, SJC, N.M.
Gentiemen:

Under the terms and provisions of that certain Term Assignment made effective May 1,
2000, Marathon Oil Company has given Patrick Hegarty, with DELHI-Trading
Incorporated the right to drill a well involving the captioned lands, including revising
the lease terms, necessary to complete such drilling. Patrick Hegarty also has
permission to access all governmental agencies records as it relates the captioned
lease.

Itis hereby acknowledged that Elm Ridge Resources will be the designated Operator
for the drilling of the Bartryley Navajo #1 well, as set out in that certain Notice Of
Staking submitted to the BLM on October 31, 2000.

Very truly yours, Permission to Access Records and Revise
DELHI-Trading Incorporated Lease Terms Granted
day of _November _, 2000.

. this
(e o Marathon O:l Compgany
atrick Hegarty, j %a

President Ly £ Rgel] f ¢
ayr{e L. Ransboﬁ’om Land Manager
phone: 915-687-8486

PH/mac

Marathon BIA APR

ORIGINAL




NOTICE OF STAKING

1. Oil well: Gas Well: X Other:

6. Lease Number: NM-31059

2. Operator: Elm_Ridge Resources

7. Indian, Allottee. or Tribe:

3. Contact Person: Patrick Hegarty

BLM

4. Address & Phone No. of Operator or Agent

8. Unit Agreement Name.:

Agent: Patrick Hegarty-DELHI-Trading Inc.

P.O. Box 1317

9. Lease Name: Ryleybart Federal

10. Well Number: 1

Aztec, N.M. 87410 11. Field or Wildcat Name:

(505) 334-4993, 334-4992 fax Basin Fruitland Coal
5. Surface Location of Well: 1040'FEL, 1350'FNL | 12. . 1., R., Blk and Surv r Ar
15. Formation Objective(s): 24, T26N. R13W

Fruitland Coal 13. County: San Juan

16. Estimated Well Depth: 1340 14. State: New_ Mexico
17. Additional Information:

Surface Owner: NAPI

P.O. Drawer 1318

Farmington,

NM 87499

18. Signed:
Printed Name: Patrick Hegarty

Title: AGENT

Date: October 30. 2000

YOUR FILE COPY
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AZTEC, NEW MEXICO 87470
§ ASSOCIATES (505) 325-5449 « FAX: (505) 334-4992

DELHI-Trading Incorporated E-MAAIL synergy@cyberport.com

September 11, 2000
VIA FEDEX
Jane Wooldridge, Senior Landman
devon ENERGY CORPORATION
20 North Broadway, Suite 1500
Oklahoma City, Oklahoma 73102-8260

RE: Proposal to Purchase
7.5% WI NE/4, 24 T26N, R13W
San Juan Basin, N. M.

Dear Jane:

As discussed, | want to purchase devon's 7.5% operating rights interest in federal
lease NM NM-31059 covering the captioned lands, surface to 100 feet below the base
of the Pictured Cliffs horizon. We are in need of this interest in order to drill a
Fruitland/Pictured Clitfs test well in the NE/4 of section 24, T26N, R13W in San Juan
County, New Mexico. Enclosed please find a BLM Record Title and Operating Rights
Title Report that was completed about two years ago. You will see that devon's
interest is shown as "Santa Fe Energy". Also the enclosed Operating Agreement
dated January 1, 1978 sets out devon's interest as "Trend", see tabs marked
"ownership Int." and "legal description®.

Edwards Energy Corp. owns the remaining interest and is renowned for not paying his
bills. As such, we will have to force pool this interest. By acquiring devon's interest |
will be able to force pool Edwards' interest under the referenced Operating
Agreement. This will greatly simplify the force pool process.

| own the rights to the NW/4 of section 24, 26/13. The Fruitland Coal Proration Unit
for the proposed well will be the north half of said section.

| am willing to pay $5,000.00 for devon's net 12 acres in NE/4 of section 24, 26/13..
This otfer works out to be about $412.00 per acre, which is eight times the price paid
for the offset lease in the NE/4 of this section. If acceptable please have all copies of
the enclosed BLM assignment of Operating Rights executed. Please fax one copy to
505-334-4992. Upon receipt | will FEDEX a check in the amount of $5,000.00. After
which, returning all copies of said assignment will be appreciated.

Your prompt attention to this matter is appreciated.

Very truly yours,
DELHI-Trading Incorporated

trick Hegarty,
President

PH/mac
enclosures

DEVON DNTF Op. Agr.



