
EXHIBIT 3 



Steven W. Mom Oil and Qas 

March 14, 2001 

Barbara Sue Beller, SSP 
920 Las Cruces 
Ventura, CA 93003 

Re: Oil & Gas Lease Proposal, 
Lots 1, 2, 3, 4 & S/2 N/2 (N/2) of Section 4 
T-17-S.R-38-E. N.M.P.M. 
Lea County, New Mexico 
Containing 311.84 net mineral acres, more or less 

Dear Ms. Beller: 

The Deed Records of Lea County, New Mexico indicate Barbara Sue Beller, SSP as the owner of an 
undivided 2.3215/311.84 mineral interest under the above referenced property, being an undivided 
2.32 net mineral acres. 

Please let this letter serve as an offer to lease all of the undivided mineral interest owned by Barbara 
Sue Beller, SSP in the above referenced property according to the terms listed below: 

Your consideration and prompt response in this matter would be greatly appreciated. Please feel free 
to contact me with any questions or concerns you may have at (915) 683-2449. 

Respectfully, 

• Three (3) year lease 
Paid Up 

• 3/16 Royalty 

$75.00/acre bonus consideration 

Steven W. Horn 

SWH/ae 

P. O. fox 2755 Midland, Zexas 79702 (915) 683-2449 



Steven W. Morn Oil and Qas 

October 15, 2001 

CERTIFIED MAIL - RETURN RECEIPT REOUESTED 

Barbara Sue Beller, SSP 
920 Las Cruces 
Ventura, CA 93003 

Re: E.S. Schaap #1 
T-17-S. R-38-E. N.M.P.M. 
Section 4: Lots 3, 4 & S/2 NW/4 (NW/4) 
Lea County, New Mexico 
Containing 156.40 acres, more or less 

Dear Ms. Beller: 

Preston Exploration, LLC, hereby proposes the drilling of an approximate 12,000' Strawn test well at a location 
909 FNL & 2,310 FWL, Section 4, T-17-S, R-38-E, N.M.P.M., Lea County, New Mexico. Enclosed are two (2) 
copies of our AFE dated October 5, 2001. We propose that the spacing unit for the test well be Lot 3 (NE/4 
NW/4) containing approximately 38.08 acres. We intend to commence drilling operations before March 1, 2002. 

As the owner of an unleased mineral interest in the above referenced property, you are entitled to participate in the 
drilling of the proposed well. I f you wish to participate, please so indicate by signing and returning one copy of 
the enclosed AFE as soon as possible. We will prepare and forward for your review a proposed joint operating 
agreement. 

I f you prefer not to participate in the proposed well, further to our previous conversations and/or correspondence, 
we again request a lease of your 2.3215/311.84 mineral interest in the above referenced property (1.16432 net 
mineral acres) on the following terms: 

1. A bonus consideration of $250.00 per net mineral acre 
2. A 1/5 royalty 
3. Three (3) year primary term (paid-up) 

I f the above lease terms are acceptable, please so advise as soon as possible and we will forward an oil and gas 
lease for your signature. Your early response to this proposal is appreciated. Please call me at (915) 683-2449 if 
you have any questions. 

SWH/ae 

Enclosures: 2 

P. O. %ox 2755 Midland, Zexas 79702 (915) 683-2449 



PRESTON EXPLORATION, LLC 
AUTHORIZATION FOR EXPENDITURE 

Unata and w«u. INQ. 
E. S. Schaap # 1 

Proapucl 
Northwest Knowles 102001 

w Exploratory Well U Recompletion ^ niectlcn • Other 
• Development Well • Wcrkover • 3WD 

^Original 
•Supplement 

County/Parisn, State 
Lea County, NM 

Survey/Townsrup 
Sec 4 -T17S - R38E 

Unit 0 ascription/Measured Location 

909' FNL & 2,310" FWL 
Prajacled TO 

12,000 

Drill and complete exDloratory well to Strawn formation. 

Descnption •r i l l ing Completion 
Abstracts / Legal Fees (01 500 201 
Surveys / Permits / Environmental 102 500 
Right - of - Way 103 
Location / Restoration 104 24,000 204 2,500 
Mob & Demob 105 45,000 205 
Transportation / Hauling / Barges 10S 10,000 206 15,000 
Drilling / Completion Rig - Turnkey 107 207 
Drilling / Completion Rig • Day Rate 42 Days @ S 12.500 / D & 10 days @ $ 1,800 / D JOS 525,000 206 1 a.ooo 
Cementing - Materials / Services 111 37,000 211 25,000 
Drilling Mud / Completion Fluids 112 40,000 212 
Water 113 15,000 213 3,000 
Fuel 114 214 
Open Hole - Logging / Coring 115 62,000 215 
Engineering / Supervision 116 31,500 21S 8,400 
Geological / Petrophysical Services Mud Logging - 28 days @ $ 700 / D 117 19,600 
Casing Services 118 5,500 278 5,500 
Supplies 119 219 
Drilling / Completion Overhead 120 11,600 220 
Equipment Rentals 123 18,000 223 12,000 
Surface Damages 124 
Sllckline / Swabbing 228 
Cased Hole - Logging / Perforating 229 25,000 
Stimulation - Materials / Services 230 50,000 
Coiled Tubing - Materials / Services 250 
Chemicals - Other 254 
Gravei Pack - Materials / Services 255 
Bits - Dnlling / Completion 15S 50,000 25S 2,000 
Treating 258 
Testing / Analysis 260 
Communications 161 tS2 
Labor 162 7,500 2S2 31,000 
P A A Expense 197 8,000 
Miscellaneous Directional - 6 days @ S 7.400 / D 199 44,400 299 

Insurance 57,600 

Contingencies )99 10.000 299 5,000 

Total In tang ib les 1,022,700 202,400 

TANGIBLE. COSTS 

Conductor Pipe 110 
Surface Casing 400 ft 13 3/8" $22.00 1 fl 121 8,800 
Intermediate Liner 4,600 ft. 9 5/8" $15.00/It 122 69,000 
Drilling Liner 122 
production Liner 12.000 ft 7" 59.50/ft 226 114,000 
Tie-Back 225 
Tubing 12.000 ft 2 7/8" S3.25 / ft 227 39,000 

Downhole Equipment 231 20,000 
Artificial Lift Equipment 232 35,000 

Tree 4 Other Production Equipment 133 4,000 233 4,000 
Tanks 234 15,000 
Pipe, Fittings. Valves, etc. 235 5,000 

Separators, Treaters, Heaters, etc. 236 5,000 

Total Tang ib les 81,800 237,000 

Ory Hole C o s t 1,104,500 

Comple ted Wel l Cost 1,535,900 

APPROVALS, 

Company Slgnatura Title Date 

IT IS RECOGNIZED THAT THE AMOUNTS HEREIN ARE ESTIMATES ONLY AND APPROVAL OF THIS AUTHORIZATION SHALL EXTEND TO THE ACTUAL 

COSTS INCURRED IN CONDUCTING THE OPERATION SPECIFIED. WHETHER MORE OR LESS THAN THE AMOUNTS HEREIN SET OUT. 
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U.S* Postal Service 
CERTIFIED MAIL RECEIPT 
(Domestic Mail Only; No Insurance Coverage Provided) 

Postage 3 34 

Certified Fee 2. 1 0 
Postmark 

Return Receipt Fee 
(Endorsement Required) 1 . 50 Here 

Restricted Delivery Fes 
(Endorsement Required) 1 0 / 1 5 / 2 0 0 1 

Total Postage & Fees $ 3 . 94 

Recipient's Name (Please Print Clearly} (to be completed by mailer) 

JB.arbar.a..Siie-Reller. T^5SE 
Street. Apt. No., or PO Box No. 

,92.Q...Las....Cruces 
City. State, Z/P+4 

V e n t u r a , CA 93003 P&Fotm3800, February.200.0. H . - j ' See Fteverserfar Instructions 
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Steven W. Morn Oil and Qas 

October 22, 2001 

CERTIFIED MAIL - RETURN RECEIPT REOUESTED 

Barbara Sue Beller, SSP 
920 Las Cruces 
Ventura, CA 93003 

Re: E.S. Schaap #1 
T-17-S. R-38-E. N.M.P.M. 
Section 4: Lots 3, 4 & S/2 NW/4 (NW/4) 
Lea County, New Mexico 
Containing 156.40 acres, more or less 

Dear Ms. Beller: 

Preston Exploration, LLC, hereby proposes the drilling of an approximate 12,000' Strawn test well at a location 
909 FNL & 2,310 FWL, Section 4, T-17-S, R-38-E, N.M.P.M., Lea County, New Mexico. Enclosed are two (2) 
copies of our AFE dated October 5, 2001. We propose that the spacing unit for the test well be Lot 3 (NE/4 
NW/4) containing approximately 38.08 acres. We intend to commence drilling operations before March 1, 2002. 

As the owner of an unleased mineral interest in the above referenced property, you are entitled to participate in the 
drilling of the proposed well. If you wish to participate, please so indicate by signing and returning one copy of 
the enclosed AFE as soon as possible. We will prepare and forward for your review a proposed joint operating 
agreement. 

If you prefer not to participate in the proposed well, further to our previous conversations and/or correspondence, 
we again request a lease of your 2.3215/311.84 mineral interest in the above referenced property (1.16432 net 
mineral acres) on the following terms: 

1. A bonus consideration of $250.00 per net mineral acre 
2. A 1/5 royalty 
3. Two (2) year primary term (paid-up) 

If the above lease terms are acceptable, please so advise as soon as possible and we will forward an oil and gas 
lease for your signature. Your early response to this proposal is appreciated. Please call me at (915) 683-2449 if 
you have any questions. 

SWH/ae 

Enclosures: 2 

P. O. Box 2755 Midland, Zexas 79702 (915) 683-2449 



RESTON EXPLORATION, Lb 

Bl Exploratory Well 
• Development Well 

L l i u m i Wail No. 

E. S. Schaap #1 

AUTHORIZATION FOR EXPENDITURE 

Northwest Knowles 
• Recompletion 
• Workover 

• Injection 
• SWD 

• Other 

County/ParaA. SUila 

Lea County, NM 
SurwyfTowrunip 

S e c 4 - T 1 7 S - R 3 8 E 
uuijtMAji TO—-

Drill and complete exploratory well to Strawn formation. 

Una: D«scnp(Jo4VM assured Location 

909" FNL & 2,310" FWL 

102001 
^Original 
•Supplement 
P r a s a d TO 

12,000 

^ ^ I N j A N G I B L ^ G f i S i T i ^ ^ 

Description Drilling Completion 
Abstracts / Legal Fees 101 500 201 
Surveys / Parmlti / Environmental 102 500 
Flight-of-Way 103 
Location / Restoration 104 24.000 204 2,500 
Mob 1 Demob 105 45,000 205 
Transportation / Hauling / Barges ioe 10,000 209 15,000 
DrUng / Completion Rig - Turnkey 107 207 
DrtHncV Completion Rig-Day Rata 42 Days ffl S 12.500 10 4 10 days © I 1,800 ID 10» 525,000 201 18,000 
Cementing • Materials / Services m 37.000 211 25.000 
Drilling Mud / Completion Fluids 112 40,000 212 
Waler 113 15,000 213 3,000 
Fuai 114 214 
Open Hole - Logging / Coring 115 62,000 215 
Engineering / Supervision 116 31,500 219 8.400 
Geological / Petrophysical Services Mud Logging - 28 days @ J 700 / 0 117 19,600 
Casing Services 111 5.500 218 5,500 
Supplies 113 2tS 
Drilling / Completion Overhead 120 11,600 220 
Equipment Rentals 123 18,000 223 12.000 
Surface Damage! 124 
SllcUne / Swobbing 22S 
Cased Hole - Logging / Perforating 229 25,000 
Stimulation - Materials / Services 230 50.000 
CoJed Tubing - Materials / Services 250 
Chemicals-Other 254 
Gravel Pack - Materials / Services 255 
Bits - OrMng / Completion 15S 50,000 259 2,000 
Treating 259 
Testing /Analysis 290 
Communlcatloni 191 162 
Labor 192 7.500 292 31,000 
P&A Expense 197 8,000 
Miscellaneous Directional - 8 days © S 7,400 / D its 44,400 299 

Insurance 57.600 

Contingencies 193 10.000 299 5,000 
Total Intangibles 1,022,700 202,400 

Conductor Pipe 110 
Surface Casing 400 ft 1 3 W J22.0Q/ft 121 8,800 
Intermediate Uner 4,800 ft. 9 5/8 - J15.00 / n 122 69,000 
Drilling Uner 122 
Production Uner 12.000 ft 7* J9.50/ft 22« • 114,000 
Tie-Back 229 
Tubing 12.000 ft 2 7/B" £3.25/11 227 39,000 
Downhole Equipment 23f 20,000 
Artificial Lift Equipment 2J2 35,000 
Tree & Other Production Equipment 133 4,000 233 4,000 
Tenia 234 15,000 
Pipe, Fittings, Valves, e tc 235 5,000 
Separators. Treated, Heaters, etc 239 5,000 

Total Tangibles 81,800 237,000 

Dry Hole Cost 1.104,500 
Completed Well Cost 1,535,900 

u-ABBRQ»$tlSis mm 
Company ~ Signature " ~~ " Hue Oats 

IT IS RECOGNIZED THAT THE AMOUNTS HEREIN ARE ESTIMATES ONLY ANO APPROVAL OF THIS AUTHORIZATION SHALL EXTEND TO THE ACTUAL. 
COSTS INCURRED IN CONDUCTING THE OPERAVON SPECIFIED, WHETHER MORE OR LESS THAN THE AMOUNTS HEREIN SET OUT. 
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Steven W. Morn Oil and Qas 

March 14,2001 

Glena Lu Miller 
Guardian ofthe Estate of 
Etoile M. Bennett 
512 Ross Blvd. 
Pecos, Texas 79772 

Re: Oil & Gas Lease Proposal, 
Lots 1, 2, 3,4 & S/2 N/2 (N/2) of Section 4 
T-17-S. R-38-E. N.M.P.M. 
Lea County, New Mexico 
Containing 311.84 net mineral acres, more or less 

Dear Ms. Miller: 

The Deed Records of Lea County, New Mexico indicate Glena Lu Miller/ as the Guardian of an 
undivided 3/311.84 mineral interest under the above referenced property, being an undivided 3.00 net 
mineral acres. 

Please let this letter serve as an offer to lease all of the undivided mineral interest owned by Glena Lu 
Miller, Guardian in the above referenced property according to the terms listed below: 

Your consideration and prompt response in this matter would be greatly appreciated. Please feel free 
to contact me with any questions or concerns you may have at (915) 683-2449. 

• Three (3) year lease 
Paid Up 

• 3/16 Royalty 

$75.00/acre bonus consideration 

Steven W. Horn 

SWH/ae 

P. O. 8ox 2755 Midland, Zexas 79702 (915) 683-2449 



Steven W. Morn Oil and Qas 

October 15, 2001 

CERTIFIED MAIL - RETURN RECEIPT REOUESTED 

Glena Lu Miller, 
Guardian of the Estate of Etoile M. Bennett 
512 Ross BlvcL 
Pecos, Texas 79772 

Re: E.S. Schaap #1 
T-17-S. R-38-E. N.M.P.M. 
Section 4: Lots 3, 4 & S/2 NW/4 (NW/4) 
Lea County, New Mexico 
Containing 156.40 acres, more or less 

Dear Ms. Miller: 

Preston Exploration, LLC, hereby proposes the drilling of an approximate 12,000' Strawn test well at a location 
909 FNL & 2,310 FWL, Section 4, T-17-S, R-38-E, N.M.P.M., Lea County, New Mexico. Enclosed are two (2) 
copies of our AFE dated October 5, 2001. We propose that the spacing unit for the test well be Lot 3 (NE/4 
NW/4) containing approximately 38.08 acres. We intend to commence drilling operations before March 1, 2002. 

As the owner of an unleased mineral interest in the above referenced property, you are entitled to participate in the 
drilling of the proposed well. I f you wish to participate, please so indicate by signing and returning one copy of 
the enclosed AFE as soon as possible. We will prepare and forward for your review a proposed joint operating 
agreement. 

If you prefer not to participate in the proposed well, further to our previous conversations and/or correspondence, 
we again request a lease of your 3/311.84 mineral interest in the above referenced property (1.50462 net mineral 
acres) on the following terms: 

1. A bonus consideration of S250.00 per net mineral acre 
2. A 1/5 royalty 
3. Three (3) year primary term (paid-up) 

If the above lease terms are acceptable, please so advise as soon as possible and we will forward an oil and gas 
lease for your signature. Your early response to this proposal is appreciated. Please call me at (915) 683-2449 if 
you have any questions. 

SWH/ae 

Enclosures: 2 

P O. Box 2755 Midland. Zaeas 79702 (915) 683-2449 



PRESTO N EXPLORATION, LLC 
AUTr- GRIZATION FOR EXPENDITURE 

Liase ana vveu NO. 
E. S. Schaap # 1 Northwest Knowles 

H|-C no. 

102001 
3 Exploratory Well J Reccmpietion LJ Injection • Other —Original 
• Development Well • WorKover C SWD •Supplement 
County/Pansti, State 

Lea County, NM 
Survey/Townsnip 
Sec 4 -T17S - R38E 

Unit Cescnptlon/Maasurnd Location 
909' FNL & 2,310" FWL 

Projected TO 

12,000 
Liaacnpnon oi vvoric 
• r i l l and complete exoloratorv well to Strawn formation. 

INTANGIBLE COSTS "»»j ' A, ' t \«Vt . - ) n r > 

Description Dnlling Completion 
Ab«tocts / Legal Fees 101 500 201 
Surveys / Permits / Environmental 102 500 
Right • af - Way 103 
Location / Restoration 104 24,000 204 2,500 
Mob & Demob 105 45,000 205 

Transportation 1 Hauling / Barges 10S 10,000 206 15,000 
Drilling / Completion Rig - Turnkey 107 207 
Drilling / Completion Rig - Oay Rale 42 Days @ S 12,500 f D & 10 days @ $ 1,800. / D 108 525,000 208 18,000 
Cementing - Materials / Sen/ices 111 37,000 211 25,000 
Drilling Mud / Completion Fluids 112 40,000 212 

Water 113 15,000 213 3,000 

Fuel 114 214 

Open Hole - Logging / Coring 115 62,000 215 

Engineering / Supervision 116 31,500 216 8,400 

Geological / Petrophysical Services Mud Logging - 2B days @ S 700 / D 117 19,600 
Casing Services 118 5,500 218 5,500. 

Supplies 113 219 

Drilling / Completion Overhead 120 11,600 220 

Equipment Rentals 123 16.000 223 12,000 

Surface Damages 124 

Sllckline / Swabbing 228 

Cased Hole - Logging / Perforating 229 25,000 

Stimulation - Materials / Services 230 50,000 

Coiied Tubing - Materials / Services 250 

Chemicals - Other 254 

Gravei Pack - Materials / Services 255 

Bits - Drilling / Completion 156 50,000 '256 2,000 

Treating 258 

Testing / Analysis 260 

Communications 161 162 

Labor 162 7,500 262 31,000 

P 1 A Expense 197 8,000 

Miscellaneous Directional - 6 days @ S 7,400 / D 199 44,400 299 

Insurance 57,600 

Contingencies 199 10.000 299 5,000 

Total In tangib les 1.022.700 202.400 

TANGIBLE COSTS 

Conductor Pipe 110 

Surfaca Casing 400 ft 13 3/8" $22.00 / ft )21 3,800 

Intermediate Liner 4.600 ft. 9 5/8" $15.00/ ft 122 69,000 

Dhlllng Uner (22 

Production Liner 12.000 ft 7" $9.50 /ft 226 114.000 

Tie-Back 225 

Tubing 12,000 ft 2 7/8" $3.25/ ft 227 39,000 

Downhole Equipment 231 20,000 

Artificial Lift Equipment 232 35,000 

Tree & Other Production Equipment 133 4,000 233 4,000 

Tanks 234 15,000 

Pipe, Fittings, Valves, etc. 235 5,000 

Separators, Treaters, Heaters, etc. 236 5,000 

Total Tangibles 81,800 237,000 

Dry Hole Cos t 1,104,500 

Completed Wel l Cost 1,535,900 

APPROVALS ' ; ,;Lr • > - .c:-^z.<-/::.L^ : " L ^ L L I 

Company Signature Titie Date 

IT IS RECOGNIZED THAT THE AMOUNTS HEREIN ARE ESTIMATES ONLY AND APPROVAL OF THIS AUTHORIZATION SHALL EXTEND TO THE ACTUAL 
COSTS INCURRED IN CONDUCTING THE OPERATION SPECIFIED, WHETHER MORE OR LESS THAN THE AMOUNTS HEREIN SET OUT. 
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Postage S 34 

Certifiec Fee 2 . 1 0 
Postmark 

Return Racaipt Fee 
(Endorsement Required) 1 . 50 Here 

Restr icted Delivery Fee 
(Endorsement Required) 

1 0 / 1 5 / 2 0 0 1 

Total Pos tage & Pees $ 3 . 94 

Recipient's Name (Please Print Clearly) (to be completed by mailer} 

^leraa---L4^^-Mi:l-ler 
Street, MptTJ-Jo.; or rO box TVc 

512 Ross Blvd. City. Stata, ZiP+4 
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P S Form 3800. February 200Q . , See Reverse for jnstractibns. 



SENDER: COMPLETE THIS SECTION COMPLETE THIS SECTION ON DELIVERY 

^ t j c i r t r p l e t i r i e r W l * 2, and 3. Also complete 
item 4 if Restricted Delivery is desired. 

• Print your name and address on the reverse 
so that we can return the card to you. 

• Attach this card to the back of the mailpiece, 
or on the front if space permits. 

A. Received by (Please Print Clearly) B. Date of Delivei ^ t j c i r t r p l e t i r i e r W l * 2, and 3. Also complete 
item 4 if Restricted Delivery is desired. 

• Print your name and address on the reverse 
so that we can return the card to you. 

• Attach this card to the back of the mailpiece, 
or on the front if space permits. 

C. Signature 

1. Article Addressed to: 

G l e n a L u M i l l e r 
512 Ross B l v d . 
P e c o s , T e x a s 79772 

D. Is delivery address different from item 1? TJ Yes 

If YES, enter delivery address below: )35t No 

3. Service Type 
} Q Certified Mail • Express Mail 

• Registered • Return Receipt for Merchandis 
• Insured Mail • C.O.D. 

4. Restricted Delivery? (Extra Fee) • y e s 

2. Article Number (Copy from service label) 

|7j09[9 3400 001 6 5964 1 538 
PS Form 3 8 1 1 , July 1999 Domestic Return Receipt 102595-00-M-0952 



Steven W. Morn Oil and Qas 

October 22, 2001 

CERTIFIED MAIL - RETURN RECEIPT REOUESTED 

Glena Lu Miller, 
Guardian of the Estate of Etoile M. Bennett 
512 Ross Blvd. 
Pecos, Texas 79772 

Re: E.S. Schaap #1 
T-17-S. R-38-E. N.M.P.M. 
Section 4: Lots 3, 4 & S/2 NW/4 (NW/4) 
Lea County, New Mexico 
Containing 156.40 acres, more or less 

Dear Ms. Miller: 

Preston Exploration, LLC, hereby proposes the drilling of an approximate 12,000' Strawn test well at a location 
909 FNL & 2,310 FWL, Section 4, T-17-S, R-38-E, N.M.P.M., Lea County, New Mexico. Enclosed are two (2) 
copies of our AFE dated October 5, 2001. We propose that the spacing unit for the test well be Lot 3 (NE/4 
NW/4) containing approximately 38.08 acres. We intend to commence drilling operations before March 1, 2002. 

As the owner of an unleased mineral interest in the above referenced property, you are entitled to participate in the 
drilling of the proposed well. If you wish to participate, please so indicate by signing and returning one copy of 
the enclosed AFE as soon as possible. We will prepare and forward for your review a proposed joint operating 
agreement. 

If you prefer not to participate in the proposed well, further to our previous conversations and/or correspondence, 
we again request a lease of your 3/311.84 mineral interest in the above referenced property (1.50462 net mineral 
acres) on the following terms: 

1. A bonus consideration of $250.00 per net mineral acre 
2. A 1/5 royalty 
3. Two (2) year primary term (paid-up) 

If the above lease terms are acceptable, please so advise as soon as possible and we will forward an oil and gas 
lease for your signature. Your early response to this proposal is appreciated. Please call me at (915) 683-2449 if 
you have any questions. 

SWH/ae 

Enclosures: 2 

P. O. Uox 2755 Midland, Zexas 79702 (915) 683-2449 



rRESTON EXPLORATION, LLo 
AUTHORIZATION FOR EXPENDITURE 

E. S. S c h a a p # 1 N o r t h w e s t K n o w l e s 
Ate no. 

102001 
&i Exploratory Well • Recompletion U Injection • otner 

• Development Well • Workover • SWD 
^Original 

•Supplement 
Counly/Piran, Sua* 

Lea C o u n t y , N M 

Surwy/TowTunip 

S e c 4 - T 1 7 S - R 3 8 E 

UnJt Dwolptiorv1^»**ufBd Location 

909" F N L & 2,310' F W L 
PrajKi idTO 

12,000 

Dril l a n d c o m p l e t e e x p l o r a t o r y w e l l t o S t rawn f o r m a t i o n . 

Description Drillina Completion 
Abstracts / Legal Fees 101 500 201 
Surveys 1 Permits / Environmental 102 500 
Rlght-of-Way 103 
Location / Restoration 104 24,000 204 2.500 
Mob & Demob 105 45,000 205 
Transportation / Hauling / Barges 109 10,000 206 15,000 
Drilling / Completion Rig - Turnkey 107 207 
Drilling/Completion Rig-Day Rale 42 Days ffl J 12,500 / 0 4 10 days ©S 1.800 ID 101 525,000 209 18,000 
Cementing. Materials / Services 111 37,000 211 25.000 
Drilling Mud / Completion Fluids 112 40,000 212 
Water 113 15,000 213 3,000 
Fuel 114 214 
Open Hole - Logging / Coring 115 52,000 215 
Engineering / Supervision 119 31.500 219 8.400 
Geological / Pelrophysleal Services Mud Logging - 28 days © J 700 / D 117 19.600 
Casing Services 119 5,500 21S 5,500 
Supplies 111 21S 
Drilling / Completion Overhead 120 11,600 220 
Equipment Rentals 123 1B.0O0 223 12,000 
Surface Damages 124 
SllcUne / Swobbing 229 
Cased Hole - Logging / Perforating 229 25,000 
Stimulation - Materials / Services 230 50,000 
Cooed Tubing - Materials / Services 250 
Chemicals • Other 254 
Gravel Pack - Materials / Services 255 
Bits - Drilling / Completion 159 50,000 259 2,000 
Treating 259 
Testing /Analysis 290 
Communications 191 192 
Labor 162 7,500 292 31,000 
P&A Expense 117 8.000 
Miscellaneous Directional - 6 days @ I 7,400 / D m 44.400 299 

Insurance 57,600 

Contingencies 199 10,000 299 5,000 
Total Intangibles 1,022,700 202,400 

Conductor Pipe 110 
Surface Casing 4O0ft 13 3/8" S22.D0 / It 121 6,800 
Intermediate Uner 4,600 fL 8 5/a- $15.00/ft 122 69,000 
Drilling Liner 122 
Production Uner 12.000 ft r jg.so/n 228 114,000 
Tie-Back 229 
Tubing 12,000 ft 2 7 / r S325IH 227 39,000 
Downhole Equipment 231 20,000 
ArWdal Ufl Equipment 232 35,000 
Tree & Other Production Equipment 133 4,000 233 4.000 
Tanks 234 15,000 
Pipe, Fittings, Valves, e tc 235 5,000 
Separators, Tre Mors, Heaters, etc. 239 5,000 

Total Tangibles 81,800 237,000 

Dry Hole Cost 1.104,500 

Completed Well Cost 1,535.900 

Company Signature Due Dato 

IT IS RECOGNIZED THAT THE AMOUNTS HEREIN ARE ESTIMATES ONLY AND APPROVAL OF THIS AUTHORIZATION SHALL EXTEND TO THE ACTUAL. 
COSTS INCURRED IN CONDUCTING THE OPERAVON SPECIFIED, WHETHER MORE OR LESS THAN THE AMOUNTS HEREIN SET OUT. 

( I 
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Steven W. Morn Oil and Qas 

March 14, 2001 

Philip Tabor Bennett & 
Charlene Mayberry Bennett, 
as Trustees ofthe Bennett Family Trust 
u/t/a 10/25/93 
431 St. Andrews Drive 
Aptos, CA 95003 

Re: Oil & Gas Lease Proposal, 
Lots 1, 2, 3, 4, S/2 N/2 (N/2) & SW/4 of Section 4 
T-17-S. R-38-E. N.M.P.M. 
Lea County, New Mexico 
Containing 471.84 net mineral acres, more or less 

Dear Mr. & Ms. Bennett: 

The Deed Records of Lea County, New Mexico indicate Philip Tabor Bennett & Charlene Mayberry 
Bennett as trustees of an undivided 1/160 mineral interest under the above referenced property, being 
an undivided 2.95 net mineral acres. 

Please let this letter serve as an offer to lease all of the undivided mineral interest owned by Philip 
Tabor Bennett & Charlene Mayberry Bennett, as trustees, in the above referenced property according 
to the terms listed below: 

Your consideration and prompt response in this matter would be greatly appreciated. Please feel free 
to contact me with any questions or concerns you may have at (915) 683-2449. 

Respectfully, 

• Three (3) year lease 
Paid Up 

• 3/16 Royalty 

• $75.00/acre bonus consideration 

SWH/ae 

P. O. Kox 2755 Midland. Zexas 79702 (915) 683-2449 



Steven W. Morn Oil and Qas 

October 15, 2001 

CERTIFIED MAIL - RETURN RECEIPT REOUESTED 

Philip Tabor Bennett & 
Charlene Mayberry Bennett, as 
Trustees of the Bennett Family Trust u/t/a 10/25/93 
431 St. Andrews Drive 
Aptos, CA 95003 

Re: E.S. Schaap #1 
T-17-S. R-38-E. N.M.P.M. 
Section 4: Lots 3, 4 & S/2 NW/4 (NW/4) 
Lea County, New Mexico 
Containing 156.40 acres, more or less 

Dear Mr. & Mrs. Bennett: 

Preston Exploration, LLC, hereby proposes the drilling of an approximate 12,000' Strawn test well at a location 
909 FNL & 2,310 FWL, Section 4, T-17-S, R-38-E, N.M.P.M., Lea County, New Mexico. Enclosed are two (2) 
copies of our AFE dated October 5, 2001. We propose that the spacing unit for the test well be Lot 3 (NE/4 
NW/4) containing approximately 38.08 acres. We intend to commence drilling operations before March 1, 2002. 

As the owner of an unleased mineral interest in the above referenced property, you are entitled to participate in the 
drilling of the proposed well. I f you wish to participate, please so indicate by signing and returning one copy of 
the enclosed AFE as soon as possible. We will prepare and forward for your review a proposed joint operating 
agreement. 

I f you prefer not to participate in the proposed well, further to our previous conversations and/or correspondence, 
we again request a lease of your 1/160 rnineral interest in the above referenced property (.97750 net mineral 
acres) on the following terms: 

1. A bonus consideration of $250.00 per net mineral acre 
2. A 1/5 royalty 
3. Three (3) year primary term (paid-up) 

I f the above lease terms are acceptable, please so advise as soon as possible and we will forward an oil and gas 
lease for your signature. Your early response to this proposal is appreciated. Please call me at (915) 683-2449 if 
you have any questions. 

Steven W. Horn 

SWH/ae 

Enclosures: 2 

P. O. Box 2755 Midland. Zexas 79702 (915) 683-2449 



PRESTON EXPLORATION, LLC 
.AUTHORIZATION FOR EXPENDITURE 

Laass and wen NO. 

E. S. Schaap # i 
hT05pect 

Northwest Knowles 
* t - tz no. 

102001 
H Exploratory Well U Reccmpietion L. Injection :_j Other 
• Development Well • Workover • SWD 

^Original 
•Supplement 

County/Pansri, Stats 

Lea County, NM 
Survey/Townsnro lunrt CascnpHon/Maaaured Location 

Sec 4 - T17S - R38E |909" FNL & 2,310" FWL 
Prelected TD 

12,000 
ueacnpaon QI worK _ _ _ _ _ _ _ _ _ _ 

Drill and complete exoloratorv well to Strawn formation. 

: INTANGIBLE COSTS „•„>« 1 r ,„ h y t, W ;> ' ^ r ^ , 

Description Drilling Completion 
Abstracts / Legal Fees tot 500 201 
Surveys / Permits / Environmental 102 500 
Rlght-of- Way 103 
Location / Restoration 104 24,000 204 2.500 
Mob & Demob 105 45,000 205 
Transportation / Hauling / Barges 106 10,000 206 15,000 
Drilling / Completion Rig - Turnkey 107 207 
Drilling / Completion Rig - day Rale 42 Days (S3 3 12.500 / D & 10 days @ S 1,300 / D 108 525,000 208 ia,ooo 
Cementing - Materials / Services 111 37,000 211 25,000 
Drilling Mud / Completion Fluids 112 40,000 212 
Water 113 15,000 213 3,000 
Fuel 114 214 
Open Hole - Logging / Coring 115 62,000 215 
Engineering / Supervision 116 31,500 216 8,400 
Geological / Petrophysical Services Mud Logging - 28 days @ 5 700 / D 117 19,600 
Casing Services 118 5,500 218 5,500 
Supplies 119 219 
Drilling / Completion Overhead 120 11.600 220 
Equipment Rentals 123 18.000 223 12,000 
Surface Damages 124 
Sllckllne / Swabbing 228 
Cased Hole - Logging / Perforating 229 25,000 
Stimulation - Materials / Services 230 50,000 
Coiled Tubing - Materials / Services 250 
Chemicals - Other 254 
Gravel Pack - Materials / Services 255 
Bits - Drilling / Completion 156 50,000 256 2,000 

Treating 258 
Tasting / Analysis 260 
Communications 161 162 
Labor 162 7,500 262 31,000 

P 4 A Expense 197 8,000 
Miscellaneous Directional - 5 days @ S 7.400 / D 199 44,400 299 

Insurance 57.600 

Contingencies 199 10.000 299 5,000 

Total In tangib les 1.022,700 202,400 

TANGIBLE COSTS 

Conductor Pipe 110 

Surface Casing 400 ft 13 3/8" 522.00/ ft f2f 8,800 
Intermediate Uner 4,600 ft. 9 5/8" 515.00 / ft t22 69,000 
Drilling Liner 122 
Production Liner 12.000 ft 7" 59.50 /ft 226 114,000 

Tie-Back 226 
Tubing 12,000 ft 2 7/B" $3.25 / fl 227 39,000 

Downhole Equipment 231 20,000 

Artifidal Lift Equipment 232 35,000 

Tree & Other Production Equipment 133 4,000 233 4,000 

Tanks 234 15,000 

Pipe, Fittings. Valves, etc. 235 5,000 

Separators, Treaters, Heaters, etc. 236 5,000 

Tota l Tangib les 81,800 237,000 

Dry Hole Cos t I 1.104,500 

Completed Wel l Cost I 1,535,900 

L "APPROVALS" 

Company Signature Title Dale 

IT IS RECOGNIZED THAT THE AMOUNTS HEREIN ARE ESTIMATES ONLY AND APPROVAL OF THIS AUTHORIZATION SHALL EXTEND TO THE ACTUAL 

COSTS INCURRED IN CONDUCTING THE OPERA VON SPECIFIED, WHETHER MORE OR LESS THAN THE AMOUNTS HEREIN SET OUT. 

f 
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Steven W. Morn Oil and Qas 

October 22, 2001 

CERTIFIED MAIL - RETURN RECEIPT REQUESTED 

Philip Tabor Bennett & 
Charlene Mayberry Bennett, as 
Trustees of the Bennett Family Trust u/t/a 10/25/93 
431 St. Andrews Drive 
Aptos, CA 95003 

Re: E.S. Schaap #1 
T-17-S. R-38-E. N.M.P.M. 
Section 4: Lots 3, 4 & S/2 NW/4 (NW/4) 
Lea County, New Mexico 
Containing 156.40 acres, more or less 

Dear Mr. & Mrs. Bennett: 

Preston Exploration, LLC, hereby proposes the drilling of an approximate 12,000' Strawn test well at a location 
909 FNL & 2,310 FWL, Section 4, T-17-S, R-38-E, N.M.P.M., Lea County, New Mexico. Enclosed are two (2) 
copies of our AFE dated October 5, 2001. We propose that the spacing unit for the test well be Lot 3 (NE/4 
NW/4) containing approximately 38.08 acres. We intend to commence drilling operations before March 1, 2002. 

As the owner of an unleased mineral interest in the above referenced property, you are entitled to participate in the 
drilling of the proposed well. If you wish to participate, please so indicate by signing and returning one copy of 
the enclosed AFE as soon as possible. We will prepare and forward for your review a proposed joint operating 
agreement. 

If you prefer not to participate in the proposed well, further to our previous conversations and/or correspondence, 
we again request a lease of your 1/160 mineral interest in the above referenced property (.97750 net mineral 
acres) on the following terms: 

1. A bonus consideration of $250.00 per net mineral acre 
2. A 1/5 royalty 
3. Two (2) year primary term (paid-up) 

If the above lease terms are acceptable, please so advise as soon as possible and we will forward an oil and gas 
lease for your signature. Your early response to this proposal is appreciated. Please call me at (915) 683-2449 if 
you have any questions. 

Steven W. Horn 

SWH/ae 

Enclosures: 2 

P. O. Box 2755 Midland, Zeros 79702 (915) 683-2449 



PRESTON EXPLORATION, LLC 
AUTHORIZATION FOR EXPENDITURE 

Laate ana wet* No. 
E. S. Schaap # 1 | Northwest Knowles 

At- c no. 

102001 
id Exploratory Well • Recompletion u Injection • Other EJOriginal 
• Development Well • Workover • SWD •Supplement 
Ceunry/Pinsh, SUta 

Lea County, NM 
Survey/Towns r«p 

Sec 4 -T17S - R38E 
Unit Description/Measured Location 
909' FNL & 2,310' FWL 

Projected TD 
12,000 

Drill and bomplete exploratory well to Strawn formation. 

Description Drilling Completion 
Abstracts / Legal Fees 101 500 201 
Surveys / Permits / Environmental 107 500 
Right -of -way . 103 
Location / Restoration 104 24,000 204 2,500 
Mob & Demob 105 45,000 205 
Transportation / Hauling / Barges 106 10,000 206 15,000 
Drilling / Completion Rig - Turnkey 107 207 
Drilling/Completion Rig • Day Rate 42 Days ffl S 12.500/D & 10 days @ J 1.800ID 108 525,000 20B 18,000 
Cementing - Materials / Services 111 37,000 211 25.000 
Drilling Mud / Completion Fluids 112 40,000 212 
Water 113 15,000 213 3,000 
Fuel 114 214 
Open Hole - Logging / Coring 115 62,000 215 
Engineering / Supervision 116 31,500 216 8.400 
Geological / Pelrophyslcal Services Mud Logging - 28 days @ J 700 / D 117 19,600 
Casing Services 11B 5,500 218 5,500 
Supplies 119- 219 
Drilling / Completion Overhead 120 11,600 220 
Equipment Rentals 123 18,000 223 12,000 
Surface Damages 124 
Sllckllne / Swabbing 228 
Cued Hole - Logging 1 Perforating 229 25,000 
Stimulation - Materials / Services 230 50,000 
Colled Tubing - Materials 1 Services 250 
Chemicals - Other 254 
Gravel Pack • Materials / Services 255 
Bits - Drilling / Completion 156 50,000 256 2,000 
Treating 258 
Testing / Analysis 260 
Communications 161 1«2 
Labor 162 7,500 262 31,000 
P 4 A Expense 197 8,000 
Miscellaneous Directional - 8 days @ $ 7,400 / D 199 44,400 299 

Insurance 57,600 

Contingencies 199 10,000 299 5,000 
Total In tang ib les 1,022,700 202,400 

Conductor Pipe no 
Surface Casing 400 ft 13 316- 522.00 / ft 121 8,800 
intermediate Uner 4.600 ft. 9 5/B- 515.00 / n >22 69,000 
Drilling Uner 122 
Production Uner 12.000 ft r 59.50 / ft 22S 114,000 
Tie-Back 228 
Tubing 12.000 ft 2 7/B- 53.25 / f t 227 39,000 
Downhole Equipment 2Jt 20,000 
Artificial Uft Equipment 232 35,000 
Tree & Other Production Equipment 133 4,000 233 4,000 
Tanks 234 15,000 
Pipe, Fittings, Valves, etc. 235 5,000 
Separators, Treaters, Heaters, etc. 236 5,000 

Total Tangibles B1.800 237,000 

Dry Hole C o s t 1,104,500 

Comple ted Wel l Cost 1,535,900 

APPROVALS,. ..;, . ... . 

Company signature Title Dale 

IT IS RECOGNIZED THAT THE AMOUNTS HEREIN ARE ESTIMATES ONLY AND APPROVAL OF THIS AUTHORIZATION SHALL EXTEND TO THE ACTUAL 
COSTS INCURRED IN CONDUCTING THE OPERAVON SPECIFIED, WHETHER MORE OR LESS THAN THE AMOUNTS HEREIN SET OUT. 

r 1 
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Steven W. Mom OH and Qas 

March 14, 2001 

Bank of Oklahoma, N. A., as Trustee 
ofthe Laura O. Bennett Trust u/t/a/ 11/7/75 
P.O. Box 2300 
Tulsa, OK 74192 

Re: Oil & Gas Lease Proposal, 
Lots 1, 2, 3, 4, S/2 N/2 (N/2) & SW/4 of Section 4 
T-17-S. R-38-E. N.M.P.M. 
Lea County, New Mexico 
Containing 471.84 net mineral acres, more or less 

Dear Sirs: 

The Deed Records of Lea County, New Mexico indicate Bank of Oklahoma, N. A., as Trustee of the 
Laura 0. Bennett Trust, u/t/a 11/7/75 of an undivided 1/80 mineral interest under the above 
referenced property, being an undivided 5.90 net mineral acres. 

Please let this letter serve as an offer to lease all ofthe undivided mineral interest owned by Bank of 
Oklahoma, N.A.; as Trustee of the Laura O. Bennett Trust u/t/a/ 11/7/75 in the above referenced 
property according to the terms listed below: 

Your consideration and prompt response in this matter would be greatly appreciated. Please feel free 
to contact me with any questions or concerns you may have at (915) 683-2449. 

• Three (3) year lease 
Paid Up 

• 3/16 Royalty 

• $75.00/acre bonus consideration 

Steven W. Horn 

SWH/ae 

P. 0. Box 2755 Midland, Zexas 79702 (915) 683-2449 



Steven W. Mom Oil and Qas 

October 15, 2001 

CERTIFIED MAIL - RETURN RECEIPT REOUESTED 

Bank of Oklahoma, N.A., as Trustee 
ofthe Laura O. Bennett, Trust u/t/a 11/7/75 
P.O. Box 2300 
Tulsa, Oklahoma 74192 

Re: E.S. Schaap #1 
T-17-S. R-38-E. N.M.P.M. 
Section 4: Lots 3, 4 & S/2 NW/4 (NW/4) 
Lea County, New Mexico 
Containing 156.40 acres, more or less 

Dear Sirs: 

Preston Exploration, LLC, hereby proposes the drilling of an approximate 12,000' Strawn test well at a location 
909 FNL & 2,310 FWL, Section 4, T-17-S, R-38-E, N.M.P.M., Lea Counry, New Mexico. Enclosed are two (2) 
copies of our AFE dated October 5, 2001. We propose that the spacing unit for the test well be Lot 3 (NE/4 
NW/4) containing approximately 38.08 acres. We intend to commence drilling operations before March 1, 2002. 

As the owner of an unleased mineral interest in the above referenced property, you are entitled to participate in the 
drilling of the proposed well. I f you wish to participate, please so indicate by signing and returning one copy of 
the enclosed AFE as soon as possible. We will prepare and forward for your review a proposed joint operating 
agreement. 

If you prefer not to participate in the proposed well, further to our previous conversations and/or correspondence, 
we again request a lease of your 1/80 mineral interest in the above referenced property (1.955 net mineral acres) 
on the following terms: 

1. A bonus consideration of $250.00 per net mineral acre 
2. A 1/5 royalty 
3. Three (3) year primary term (paid-up) 

If the above lease terms are acceptable, please so advise as soon as possible and we will forward an oil and gas 
lease for your signature. Your early response to this proposal is appreciated. Please call me at (915) 683-2449 if 
you have any questions. 

Steven W. Horn 

SWH/ae 

Enclosures: 2 

P. O. Box 2755 Midland, Zexas 79702 (915) 683-2449 



PRESTON EXPLORATION, LLC 
AUTHORIZATION FOR EXPENDITURE 

Laasa ana well NO. 
E. S. Schaap # 1 

j^rospect 

Northwest Knowles 
At-e no. 

102001 
i l Exploratory Weil • Recompletion • Injection • Other ©Original 
• Development Well • WorKover • SWD •Supplement 
Ccunw/Pansri, Stale 

Lea County, NM 
Survey (Townstup 

S e c 4 - T 1 7 S - R38E 
Unit Description/Measured Location 

909' FNL & 2,310' FWL 
Prejectee TD 

12,000 
Uescnpnon ol worK 

Drill and complete exploratory well to Strawn formation. -

INTANGIBLE-COSTS, \ ' U ^ ' \f> i f •> r<> V 

Description Drilling Completion 
Abstracts / Legal Fees tot 500 201 
Surveys / Permits / Environmental 102 500 
Right - of - Way 103 
Location / Restoration 104 24,000 204 2,500 
Mob & Demob 105 45,000 205 
Transportation / Hauling / Barges 106 10,000 206 15,000 
Drilling / Completion Rig - Turnkey 107 207 
Drilling/Completion Rig - Day Rale 42 Days @ $ 12,500 / D 8,10 days @ S 1,800/D 108 525,000 208 18,000 
Cementing - Materials / Services 111 37,000 211 25,000 
Drilling Mud / Completion Fluids 112 40,000 212 
Waler 113 15,000 213 3.000 
Fuel 114 214 
Open Hole - Logging / Coring 115 62,000 215 
Engineering / Supervision 115 31,500 216 8.400 
Geological / Petrophysical Services Mud Logging - 28 days @ $ 700 / D 117 19,600 
Casing Services 116 5,500 218 5,500 
Supp'ios 119 219 
Drilling / Completion Overhead 120 11,600 220 
Equipment Rentals 123 18,000 223 12.000 
Surface Damages 124 
Sttckllne / Swabbing 228 
Cased Hole - Logging / Perforating 229 25,000 

Stimulation - Materials / Services 230 50,000 

Colled Tubing - Materials / Services 250 
Chemicals - Other 254 
Gravel Pack - Materials / Services 255 

Bits - Drilling / Completion 156 50,000 256 2,000 
Treating 258 
Testing / Analysis 250 
Communications 161 162 
Labor 162 7,500 262 31,000 
P&A Expense 197 8,000 
Miscellaneous Directional - 6 days @ £ 7,400 / D 199 44,400 299 

Insurance 57.600 

Contingencies 19S 10,000 299 5,000 

Total In tangib les 1,022,700 202,400 

: , TANGIBLE.-COSTS 

Conductor Pipe 110 

Surface Casing 400 ft 13 3/8" $22.00 / ft 721 8,800 
Intermediate Uner 4,600 ft. 9 5/B" $15.00 (ft 122 69,000 
Drilling Liner 122 
Production Liner 12.000 ft 7- $9.50/ft 225 114,000 

Tie-Back 226 
Tubing 12.000 ft 2 7/8" $3.25 / ft 227 39,000 

Downhole Equipment 231 20,000 

Artificial Lift Equipment 232 35,000 

Tree & Other Production Equipment 133 4,000 233 4,000 

Tanks 234 15,000 

Pipe, Fittings. Valves, elc. 235 5,000 

Separators, Treaters, Heaters, etc. 236 5,000 

Total Tangib les B1.800 237,000 

Dry Hole C o s t 1,104,500 

Completed Wel l Cost 1,535,900 

APPROVALS; 

Company Signature Title Dale 

IT IS RECOGNIZED THAT THE AMOUNTS HEREIN ARE ESTIMATES ONLY AND APPROVAL OF THIS AUTHORIZATION SHALL EXTEND TO THE ACTUAL 
COSTS INCURRED IN CONDUCTING THE OPERATION SPECIFIED, WHETHER MORE OR LESS THAN THE AMOUNTS HEREIN SET OUT. 

f 



U.S. Postal Service J , 
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SENDER: COMPLETE THIS SECTION COMPLETE THIS SECTION ON DELIVERY 

t • Complete items 1, 2, and 3. Also complete 
item 4 if Restricted Delivery is desired. 

• Print your name and address on the reverse 
so that we can return the card to you. 

• Attach this card to the back of the mailpiece, 
or on the front if space permits. 

A. Received by (Please Print CleariQ^ DJ^t?' j ^ ^ j t • Complete items 1, 2, and 3. Also complete 
item 4 if Restricted Delivery is desired. 

• Print your name and address on the reverse 
so that we can return the card to you. 

• Attach this card to the back of the mailpiece, 
or on the front if space permits. 

^ S s Mchael W. Lynei Agent 
yfailrrm Courier Service 

D. Is delivery address different from item 1? CD Yes 
If YES, enter delivery address below: § | No 

1. Article Addressed to: 

Bank o f O k l a h o m a , N . A . 
> .0 . BOx 23 00 | 
' u l s a , O k l a h o m a 741 92 | 

^ S s Mchael W. Lynei Agent 
yfailrrm Courier Service 

D. Is delivery address different from item 1? CD Yes 
If YES, enter delivery address below: § | No 

3. Service Type 
[^Certified Mail • Express Mail 

• Registered • Return Receipt for Merchandis 

• Insured Mail • C.O.D. 
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Steven W. Morn Oil and Qas 

October 22,2001 

CERTIFIED MAIL - RETURN RECEIPT REOUESTED 

Bank of Oklahoma, N.A., as Trustee 
of the Laura O. Bennett, Trust u/t/a 11/7/75 
P.O. Box 2300 
Tulsa, Oklahoma 74192 

Re: E.S. Schaap #1 
T-17-S. R-38-E. N.M.P.M. 
Section 4: Lots 3, 4 & S/2 NW/4 (NW/4) 
Lea County, New Mexico 
Containing 156.40 acres, more or less 

Dear Sirs: 

Preston Exploration, LLC, hereby proposes the drilling of an approximate 12,000' Strawn test well at a location 
909 FNL & 2,310 FWL, Section 4, T-17-S, R-38-E, N.M.P.M., Lea County, New Mexico. Enclosed are two (2) 
copies of our AFE dated October 5, 2001. We propose that the spacing unit for the test well be Lot 3 (NE/4 
NW/4) containing approximately 38.08 acres. We intend to commence drilling operations before March 1, 2002. 

As the owner of an unleased mineral interest in the above referenced property, you are entitled to participate in the 
drilling of the proposed well. If you wish to participate, please so indicate by signing and returning one copy of 
the enclosed AFE as soon as possible. We will prepare and forward for your review a proposed joint operating 
agreement. 

If you prefer not to participate in the proposed well, further to our previous conversations and/or correspondence, 
we again request a lease of your 1/80 mineral interest in the above referenced property (1.955 net mineral acres) 
on the following terms: 

1. A bonus consideration of $250.00 per net mineral acre 
2. A 1/5 royalty 
3. Two (2) year primary term (paid-up) 

If the above lease terms are acceptable, please so advise as soon as possible and we will forward an oil and gas 
lease for your signature. Your early response to this proposal is appreciated. Please call me at (915) 683-2449 if 
you have any questions. 

SWH/ae 

Enclosures: 2 

P. O. Kox 2755 Midland, Zeros 79702 (915) 683-2449 



PRESTON EXPLORATION, LLC 
AUTHORIZATION FOR EXPENDITURE 

E. S. Schaap # 1 

i l Expiratory Well 
• Development Well 

• Recompletion 
• Workover 

• Injection 
• SWD 

Northwest Knowles 
• Other 

102001 

^Original 
•Supplement 

Couniy/Pftrish, Sut* 

Lea County, NM 
-UtUWonoimZ-

Survey/Townsmp 

S e c 4 - T 1 7 S - R 3 8 E 
Unit DuciptiorVMaasured Location 
909' FNL & 2,310' FWL 

Projeaed TD 
12,000 

Drill and complete exploratory well to Strawn formation. 

Description Drilling Completion 
Abstracts / Legal Fees 101 500 201 
Surveys / Permits / Environmental 102 500 
Righl-of-Way 103 
Location / Restoration 104 24,000 204 2,500 
Mob 4 Demob 105 45,000 205 
Transportation / Hauling / Barges 10S 10,000 206 15,000 
Drilling / Completion Rig - Turnkey 107 207 
Drilling / Completion Rig - Day Rate 42 Days @ J 12,500 / D & 10 days @ $ 1.800 / D lot 525,000 20S 18,000 
Cementing • Materials / Services 111 37,000 211 25,000 
Drilling Mud / Completion Fluids 112 40,000 212 
Water 113 15,000 213 3,000 
Fuel 114 214 
Open Hole - Logging / Coring 115 62,000 215 
Engineering / Supervision 116 31,500 216 8,400 
Geological / Petrophysical Services Mud Logging - 28 days (§ I 700 / D 117 19,600 
Casing Services 116 5,500 21S 5,500 
Supplies 119 219 
Drilling / Completion Overhead 120 11,600 220 
Equipment Rentals 123 1B.0O0 223 12,000 
Surface Damages 124 
Sllckllne / Swobbing 228 
Cased Hole - Logging / Perforating 229 25,000 
Stimulation - Materials / Services 230 50,000 
Colled Tubing - Materials / Services 250 
Chemicals - Other 254 
Gravel Pack • Materials / Services 255 
Bits - Drilling / Completion 156 50,000 256 2,000 
Treadng 258 
Testing / Analysis 260 
Communications 161 162 
Labor 162 7,500 262 31,000 
P 4 A Expense 197 8,000 
Miscellaneous Directional - 8 days @ S 7,400 / D 199 44,400 299 

Insurance 57,600 

Contingencies 199 10,000 299 5,000 
Total In tang ib les 1,022,700 202,400 

H i i i n i 
Conductor Pipe 110 
Surface Casing 400 ft 13 3/8" $22.00/fl 121 8.800 
Intermediate Uner 4.600 ft. 9 5/8" 515.00/ft 122 69,000 
Drilling Liner 122 
Production Uner 12.000 ft r J9.50 / ft 226 114,000 
Tie-Back 22B 
Tubing 12,000 ft 2 7/8- 53.25/ft 227 39,000 
Downhole Equipment 231 20,000 
Artificial Lift Equipment 232 35,000 
Tre* 4 Other Production Equipment 133 4,000 233 4,000 
Tanks 234 15,000 
Pipe, Fittings, Valves, etc. 235 5,000 
Separators. Traaters. Heaters, etc. 238 5,000 

Total Tang ib les 81,800 237,000 

Dry Hole Cos t 1,104,500 

Comple ted We l l Cost 1,535.900 

APPROVALS, 

Company Signature " ~ Title Date 

IT IS RECOGNIZED THAT THE AMOUNTS HEREIN ARE ESTIMATES ONLY AND APPROVAL OF THIS AUTHORIZATION SHALL EXTEND TO THE ACTUAL. 
I COS7S INCURRED IN CONDUCTING THE OPERAVON SPECIFIED, WHETHER MORE OR LESS THAN THE AMOUNTS HEREIN SET OUT. 

f I 



U.S. Postal Service 
CERTIFIED MAIL BECEIPT 
(Domestic/Mail :Only;ttoinsurance Coverage Provided) 
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Steven W. Mom Oil and Qas 

March 14, 2001 

Ronald J. Beyers 
2902 Stratford Drive 
Austin, TX 78746 

Re: Oil & Gas Lease Proposal, 
Lots 3, 4 & S/2 NW/4 (NW/4) & SW/4 of Section 4 
T-17-S. R-38-E. N.M.P.M. 
Lea County, New Mexico 
Containing 316.40 net mineral acres, more or less 

Dear Mr. Beyers: 

The Deed Records of Lea County, New Mexico indicate Ronald J. Beyers as the owner of an 
undivided 1/40 mineral interest under the above referenced property, being an undivided 7.91 net 
rnineral acres. 

Please let this letter serve as an offer to lease all of the undivided mineral interest owned by Ronald J. 
Beyers in the above referenced property according to the terms listed below: 

Your consideration and prompt response in this matter would be greatly appreciated. Please feel free 
to contact me with any questions or concerns you may have at (915) 683-2449. 

Respectfully, 

Three (3) year lease 
Paid Up 

• 3/16 Royalty 

$75.00/acre bonus consideration 

Steven W. Horn 

SWH/ae 

P. O. Box 2755 Midland, Zaeas 79702 (915) 683-2449 



Stem W. Mom Oil and Qas 

October 15, 2001 

CERTIFIED MAIL - RETURN RECEIPT REOUESTED 

Ronald J. Beyers 
2902 Stratford Drive 
Austin, Texas 78746 

Re: E.S. Schaap #1 
T-17-S. R-38-E. N.M.P.M. 
Section 4: Lots 3, 4 & S/2 NW/4 (NW/4) 
Lea County, New Mexico 
Containing 156.40 acres, more or less 

Dear Mr. Beyers: 

Preston Exploration, LLC, hereby proposes the drilling of an approximate 12,000' Strawn test well at a location 
909 FNL & 2,310 FWL, Section 4, T-17-S, R-38-E, N.M.P.M., Lea County, New Mexico. Enclosed are two (2) 
copies of our AFE dated October 5, 2001. We propose that the spacing unit for the test well be Lot 3 (NE/4 
NW/4) containing approximately 38.08 acres. We intend to commence drilling operations before March 1, 2002. 

As the owner of an unleased mineral interest in the above referenced property, you are entitled to participate in the 
drilling of the proposed well. I f you wish to participate, please so indicate by signing and returning one copy of 
the enclosed AFE as soon as possible. We will prepare and forward for your review a proposed joint operating 
agreement. 

I f you prefer not to participate in the proposed well, further to our previous conversations and/or correspondence, 
we again request a lease of your 1/40 mineral interest in the above referenced property (3.91 net mineral acres) on 
the following terms: 

1. A bonus consideration of $250.00 per net mineral acre 
2. A 1/5 royalty 
3. Three (3) year primary term (paid-up) 

If the above lease terms are acceptable, please so advise as soon as possible and we will forward an oil and gas 
lease for your signature. Your early response to this proposal is appreciated. Please call me at (915) 683-2449 if 
you have any questions. 

Steven W. Horn 

SWH/ 'ae 

Enclosures: 2 

P. O. Box 2755 Midland, Zexas 79702 (915) 683-2449 



PRESTON EXPLORATION, LLC 
AUTHORIZATION FOR EXPENDITURE 

taata .irra wen nu-

E. S. Schaap # 1 
r-TOSpac; 

Northwest Knowies 
no. 

102Q01 
S Exploratory Well U Recompletion U Injection • Other 
• Development Well • Workover C SWD 

^Original 
•Supplement 

County/Parian, State j Survey/Tawnsmp 

Lea County, NM ;Sec 4 - T17S - R38E 
Unit •escnBtlon/Measurod Location 

909' FNL & 2,310' FWL 
Projected TD 

12,000 
rjucncwon ot wore - • — • — 

Drill and complete exploratory well to Strawn formation. 

• 
INTANGIBLE COSTS 1 S „- \u £ *. i;A W " - . -

•esci ip t icn Drilling Completion 
Abstracts / Legal Fees 101 500 201 
Surveys / Permits / Environmental 102 500 
Right-of-Way 103 
Location / Restoration 104 24,000 204 2,500 
Mob & Demob 105 45,000 205 
Transportation 1 Hauling / Barges JOS 10,000 20S 15,000 
Dnlling / Completion Rig - Turnkey 107 207 
Oriillng / Completion Rio - Day Rate 42 Days @ $ 12.S00 / D & 10 days @ S 1,800 / D 10B 525,000 206 18,000 
Cementing - Materials / Services 111 37,000 211 25,000 
Dnlling Mud / Completion Fluids 112 40,000 212 
Water 113 15,000 213 3,000 
Fuel 114 214 
Open Hole - Logging / Coring 115 62,000 215 
Engineering 1 Supervision 116 31,500 216 8,400 
Geological / Petrophysical Services Mud Logging - 28 days @ S 700 / D 117 19,600 
Casing Services 113 5,500 216 5,500 
Supplies 119 219 
Drilling / Completion Overhead 120 11,600 220 
Equipment Rentals 123 18,000 223 12,000 
Surface Damages 124 
Siickllne / SwatJb.ng 228 
Cased Hole - Logging / Perforating 229 25,000 
Stimulation - Materials / Services 230 50,000 
Colled Tubing - Materials / Services 250 
Chemicals - Other 254 
Gravel Pack - Materials / Services 255 
Bits - Drilling / Completion 156 50,000 256 2,000 
Treating 258 
Testing / Analysts 2S0 
Communications 151 162 
Labor 162 7,500 262 31,000 
P&A Expense 197 8,000 
Miscellaneous Directional - 6 days @ S 7.400 / O 199 44,400 299 

Insurance 57,600 

Contingencies 199 10,000 299 5,000 

Total In tangib les 1,022.700 202,400 

TANGIBLE. COSTS 

Conductor Pipe 110 
Surface Casing 400 ft 13 3/8" $22.00/ft 121 8.800 
Intermediate Liner 4.6C0 ft. 9 5/8" S15.00 / ft 122 69,000 
Drilling Liner 122 
Production Liner 12.000 ft 7" J9.50 / ft 22S 114,000 
Tie-Back 228 
Tubing 12,000 ft 2 7/8" 33.25 /ft 227 39,000 
Downhole Equipment 231 20,000 
Artificial Lift Equipment 232 35,000 
Tree & Other Production Equipment 133 4,000 233 4,000 
Tanks 234 15,000 
Pipe. Fittings, Valves, etc. 235 5,000 
Separators. Treaters, Heaters, etc. 236 5,000 

Total Tangib les 81,800 237,000 

j Dry Hole Cos t 1,104,500 

I Comple ted Wel l Cost 1,535,900 

APPROVALS. 

Company Signature Title Date 

IT IS RECOGNIZED THAT THE AMOUNTS HEREIN ARE ESTIMATES ONLY AND APPROVAL OF THIS AUTHORIZATION SHALL EXTEND TO THE ACTUAL 

COSTS INCURRED IN CONDUCTING THE OPERATION SPECIFIED, WHETHER MORE OR LESS THAN THE AMOUNTS HEREIN SET OUT. 

f 



ULSL Postal Service 
CERTIFIED MAIL RECEIPT 
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Steven W. Mom Oil and Qas 

October 22, 2001 

CERTIFIED MAIL - RETURN RECEIPT REOUESTED 

Ronald J. Beyers 
2902 Stratford Drive 
Austin, Texas 78746 

Re: E.S. Schaap #1 
T-17-S. R-38-E. N.M.P.M. 
Section 4: Lots 3, 4 & S/2 NW/4 (NW/4) 
Lea County, New Mexico 
Containing 156.40 acres, more or less 

Dear Mr. Beyers: 

Preston Exploration, LLC, hereby proposes the drilling of an approximate 12,000' Strawn test well at a location 
909 FNL & 2,310 FWL, Section 4, T-17-S, R-38-E, N.M.P.M., Lea County, New Mexico. Enclosed are two (2) 
copies of our AFE dated October 5, 2001. We propose that the spacing unit for the test well be Lot 3 (NE/4* 
NW/4) containing approximately 38.08 acres. We intend to commence drilling operations before March 1, 2002. 

As the owner of an unleased mineral interest in the above referenced property, you are entitled to participate in the 
drilling of the proposed well. If you wish to participate, please so indicate by signing and returning one copy of 
the enclosed AFE as soon as possible. We will prepare and forward for your review a proposed joint operating 
agreement. 

If you prefer not to participate in the proposed well, further to our previous conversations and/or correspondence, 
we again request a lease of your 1/40 mineral interest in the above referenced property (3.91 net mineral acres) on 
the following terms: 

1. A bonus consideration of $250.00 per net mineral acre 
2. A 1/5 royalty 
3. Two (2) year primary term (paid-up) 

If the above lease terms are acceptable, please so advise as soon as possible and we will forward an oil and gas 
lease for your signature. Your early response to this proposal is appreciated. Please call me at (915) 683-2449 if 
you have any questions. 

SWH/ae 

Enclosures: 2 

P. O. Kox 2755 Midland, Zexas 79702 (915) 682-2449 



| , : - __: : 

1 PRESTOS EXPLORATION, LLC 
.AUTHORIZATION FOR EXPENDITURE ' " 1 

Li*%* ano W«ll No. 
E. S. Schaap # 1 N o r t h w e s t K n o w l e s 

ht-Q no . 

102001 
B Exploratory Well • Recompletion Li Injection • Other 
• Development Well • Workover • SWD 

felOriginal 
•Supplement 

County/Pans ti, Ststc ISurvsy/Townsnip 
Lea C o u n t y , NM |Sec 4 - T17S - R38E 

Unit Ducrlptlort/MaasurKi Location 
909 ' F N L & 2,310 ' F W L 

Projeaed TD 
12,000 

Dri l l and c o m p l e t e e x p l o r a t o r y we l l t o S t r a w n f o r m a t i o n . 

Description Drilling Completion 
Abstracts 1 Legal Fees 101 500 20r 
Surveys / Permits / Environmental 102 500 
Righl-of-Way 103 
Location t Restoration 104 24,000 704 2,500 
MDD & Demob 105 45,000 205 
Transportation / Hauling / Barges 10S 10,000 206 15,000 
Drilling / Completion Rig - Turnkey 107 207 
Drilling/Completion Rig - Day Rale 42 Days @ i 12,500/D S 10 Says @ J 1.800 ID ioe 525,000 20B 18,000 
Cementing - Materials / Services m 37,000 211 25,000 
Drilling Mud / Completion Fluids 112 40,000 212 
Water 113 15,000 213 3,000 
Fuel 114 214 
Open Hole - Logging / Coring 115 62,000 215 
Engineering / Supervision 110 31,500 216 6,400 
Geological / Petrophysical Services Mud Logging - 28 days @ J 700 / D Jf7 19,600 
Casing Services 118 5,500 218 5,500 
Supplies 119 219 
Drilling / Completion Overhead 120 11,600 220 
Equipment Rentals 123 18.000 223 12,000 
Surf&ce Damages 124 
Sllckllne / Swobbing 226 
Cased Hole - Logging / Perforating 229 25.000 
Stimulation - Materials / Services 230 50,000 
Colled Tubing - Materials / Services 250 
Chemicals - Other 254 
Gravel Pack • Materials / Services 255 
Bits - Drilling / Completion 155 50,000 256 2,000 
Treating 259 
Testing / Analysis 260 
Communications HI 162 
Labor 162 7,500 262 31,000 
P&A Expense 197 6,000 
Miscellaneous Directional - 8 days @ S 7.400 / D 199 44,400 299 

Insurance 57,600 

Contingencies 199 10,000 299 5,000 
Total Intangibles 1,022.700 202,400 

Conductor Pipe ftO 
Surface Casing 400 n 13 3/8" 122.00 / ft 121 8,600 
Intermediate Uner 4,600 ft. 9 5/8" si 5.00 in 122 69,000 
Drilling Uner 122 
Production Uner 12.000 ft r J9.50/ft 225 114,000 
Tie-Back 22a 
Tubing 12,000 ft 2 7/a- S3.25/ft 227 39,000 
Downhole Equipment 23 f 20,000 
Artificial Uft Equipment 232 35,000 
Tree & Other Production Equipment 133 4,000 233 4,000 
Tanks 234 15,000 
Pipe, Fittings, Valves, etc. 235 5,000 
Separators, Treaters. Heaters, etc 236 5,000 

Total Tang ib les 81,800 237,000 

Dry Hole Cost 1,104,500 
Completed Well Cost 1,535,900 

APPROVALS, . • .•„••• 

Company Signature " " Title Dale 

IT IS RECOGNIZED THAT THE AMOUNTS HEREIN ARE ESTIMATES ONLY AND APPROVAL OF THIS AUTHORIZATION SHALL EXTEND TO THE ACTUAL 
COSfS INCURRED IN CONDUCTING THE OPERATION SPECIFIED, WHETHER MORE OR LESS THAN THE AMOUNTS HEREIN SET OUT. 

f 



U.S. Postal Service 
CERTIFIED MAIL RECEIPT 
{Domestic Mail' Only; fio Insurance Coverage Provided) 
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Stem W, Morn Oil and Qas 

March 14, 2001 

Dannie A. Carter, a widow 
P.O. Box 2604 
Harlingen,TX 78551 

Re: Oil & Gas Lease Proposal, 
Lots 1, 2, 3, 4, S/2 N/2 (N/2) & SW/4 of Section 4 
T-17-S. R-38-E. N.M.P.M. 
Lea County, New Mexico 

Containing 471.84 net mineral acres, more or less 

Dear Ms. Carter: 

The Deed Records of Lea County, New Mexico indicate Dannie A. Carter, a widow, as the owner of 
an undivided 3/2560 mineral interest under the above referenced property, being an undivided .55294 
net mineral acres. 

Please let this letter serve as an offer to lease all of the undivided mineral interest owned by Dannie A. 
Carter, a widow in the above referenced property according to the terms listed below: 

Your consideration and prompt response in this matter would be greatly appreciated. Please feel free 
to contact me with any questions or concerns you may have at (915) 683-2449. 

Respectfully, 

• Three (3) year lease 
Paid Up 

• 3/16 Royalty 

• $75.00/acre bonus consideration 

SWH/ae 

P 0. Box 2755 Midland, Zexas 79702 (915) 683-2449 



Steven W. Morn Oil and Qas 

October 15, 2001 

CERTIFIED MAIL - RETURN RECEIPT REOUESTED 

Dannie A. Carter, a widow 
P.O. Box 2604 
Harlingen, Texas 78551 

Re: E.S. Schaap #1 
T-17-S. R-38-E. N.M.P.M. 
Section 4: Lots 3, 4 & S/2 NW/4 (NW/4) 
Lea County, New Mexico 
Containing 156.40 acres, more or less 

Dear Ms. Carter: 

Preston Exploration, LLC, hereby proposes the drilling of an approximate 12,000' Strawn test well at a location 
909 FNL & 2,310 FWL, Section 4, T-17-S, R-38-E, N.M.P.M., Lea Counry, New Mexico. Enclosed are two (2) 
copies of our AFE dated October 5, 2001. We propose that the spacing unit for the test well be Lot 3 (NE/4 
NW/4) containing approximately 38.08 acres. We intend to commence drilling operations before March 1, 2002. 

As the owner of an unleased mineral interest in the above referenced property, you are entitled to participate in the 
drilling of the proposed well. If you wish to participate, please so indicate by signing and returning one copy of 
the enclosed AFE as soon as possible. We will prepare and forward for your review a proposed joint operating 
agreement. 

I f you prefer not to participate in the proposed well, further to our previous conversations and/or correspondence, 
we again request a lease of your 3/2560 mineral interest in the above referenced property (.18328 net mineral 
acres) on the following terms: 

1. A bonus consideration of $250.00 per net mineral acre 
2. A 1/5 royalty 
3. Three (3) year primary term (paid-up) 

I f the above lease terms are acceptable, please so advise as soon as possible and we will forward an oil and gas 
lease for your signature. Your early response to this proposal is appreciated. Please call me at (915) 683-2449 if 
you have any questions. 

SWH/ae 

Enclosures: 2 

P. O. Box 2755 Midland, Zexas 79702 (915) 683-2449 



PRESTON EXPLORATION, LLC 
AUTHORIZATION r O R EXPENDITURE 

Laaie ana w*H No. fraspect 
E. S. Schaap # 1 j Northwest Knowles 102001 

S3 Exploratory Well • Recompletion L_ Injection • Other 
• Development Well • Workover • SWD 

HOriginal 
•Supplement 

Caunty/Pansti, State 
Let; County, NM 

Surveys Townsnip 
Sec 4 -T17S - R38E 

Unrt Qesalpliorv Measured LocaUon 
909'FNL & 2,310'FWL 

Projected TO 
12,000 

Drill and complete exoloratorv well to Strawn formation. 

[• V ; : . : • , _ INTANGIBLE COSTS 

Description Drilling Completion 
Abstracts / Legal Fees 101 500 201 
Surveys / Permits / Environmental 102 500 
Right-of-Way 103 
Location / Restoration 104 24,000 204 2,500 
Mob & Demob 105 45,000 205 
Transportation / Hauling / Barges 106 10,000 206 15,000 
Drilling / Completion Rig - Turnkey 107 207 
Drilling / Completion Rig - Day Rale 42 Days <g S 12.500 / O & 10 days @ $ 1,800 / D wa 525,000 206 13,000 
Cementing - Materials / Services 111 37,000 211 25,000 
Drilling Mud / Completion Fluids 112 40,000 212 
Water 113 15,000 213 3,000 
Fuel 114 214 
Open Hole - Logging / Coring 115 62.000 215 
Engineering / Supervision 116 31,500 216 8,400 
Geological / Petrophysical Services Mud Logging - 28 days @ S 700 / D 117 19,500 
Casing Services 11i 5,500 218 5,500 
Supplies 119 219 
Drilling / Completion Overhead 120 11,600 220 
Equipment Rentals 123 18,000 223 12,000 
Surface Damages 124 
Sllckllne / Swabbing 228 
Cased Hole - Logging / Perforating 229 25,000 
Stimulation - Materials / Services 230 50,000 
Coiled Tubing - Materials / Services 250 
Chemicals - Other 254 
Gravel Pack - Materials / Services 255 
Bits - Drilling 1 Completion 156 50,000 256 2,000 
Treating 253 
Testing / Analysis 2BO 
Communications 161 162 
Labor 162 7,500 262 31,000 
P&A Expense 197 8,000 
Miscellaneous Directional - 6 days @ 5 7,400 / D 199 44,400 299 

Insurance 57,600 

' 

Contingencies 199 10,000 299 5,000 

Total Intangibles 1,022,700 202,400 

, TANGIBLECQSTS, » t " s * >f. 

Conductor Pipe 110 

Surface Casing 400 ft 13 3/8" S22.00 / ft 121 8,800 
Intermediate Liner 4,aoo ft. 9 5/8" $15.00/ft 122 69,000 
Drilling Liner 122 
Production Liner 12.000 ft 7" S9.50 / ft 22S 114,000 
Tie-Back 22S 
Tubing 12.000 ft 2 7/8" 53.25 /ft 227 39,000 

Downhole Equipment 231 20,000 
Artificial Lift Equipment 232 35,000 

Tree 4 Other Production Equipment 133 4,000 233 4,000 
Tanks 234 15,000 
Pipe, Fittings, Valves, etc. 235 5,000 
Separators. Treaters, Heaters, etc. 236 5,000 

Tota l Tang ib les 81,800 237,000 

Dry Hole Cost 1,104,500 

Completed Wel l Cost 1,535,900 

APPROVALS 

Company Signature Title Date 

' IT IS RECOGNIZED THAT THE AMOUNTS HEREIN ARE ESTIMATES ONLY AND APPROVAL OF THIS AUTHORIZATION SHALL EXTEND TO THE ACTUAL 

COSTS INCURRED IN CONDUCTING THE OPERATION SPECIFIED, WHETHER MORE OR LESS THAN THE AMOUNTS HEREIN SET OUT. 
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Steven W. Morn Oil and Qas 

October 22, 2001 

CERTIFIED MAIL - RETURN RECEIPT REQUESTED 

Dannie A. Carter, a widow 
P.O. Box 2604 
Harlingen, Texas 78551 

Re: E.S. Schaap #1 
T-17-S. R-38-E. N.M.P.M. 
Section 4: Lots 3, 4 & S/2 NW/4 (NW/4) 
Lea County, New Mexico 
Containing 156.40 acres, more or less 

Dear Ms. Carter: 

Preston Exploration, LLC, hereby proposes the drilling of an approximate 12,000' Strawn test well at a location 
909 FNL & 2,310 FWL, Section 4, T-17-S, R-38-E, N.M.P.M., Lea County, New Mexico. Enclosed are two (2) 
copies of our AFE dated October 5, 2001. We propose that the spacing unit for the test well be Lot 3 (NE/4 
NW/4) containing approximately 38.08 acres. We intend to commence drilling operations before March 1, 2002. 

As the owner of an unleased mineral interest in the above referenced property, you are entitled to participate in the 
drilling of the proposed well. If you wish to participate, please so indicate by signing and returning one copy of 
the enclosed AFE as soon as possible. We will prepare and forward for your review a proposed joint operating 
agreement. 

If you prefer not to participate in the proposed well, further to our previous conversations and/or correspondence, 
we again request a lease of your 3/2560 mineral interest in the above referenced property (.18328 net mineral 
acres) on the following terms: 

1. A bonus consideration of $250.00 per net mineral acre 
2. A 1/5 royalty 
3. Two (2) year primary term (paid-up) 

If the above lease terms are acceptable, please so advise as soon as possible and we will forward an oil and gas 
lease for your signature. Your early response to this proposal is appreciated. Please call me at (915) 683-2449 if 
you have any questions. 

Steven W. Horn 

SWH/ae 

Enclosures: 2 

P. O. Box 2755 Midland, Zexas 79702 (915) 683-2449 



rftESTQN EXPLORATION, LU , 
AUTHORIZATION FOR EXPENDITURE 

—aarsarmam. " 
E. S. Schaap # 1 Northwest Knowles 

Arc no. 

102001 
£ ExDloratorv Well • Recomoletion U Inieclion U Other 
• Development Well • Workover • SWD 

SOrlglnal 
•Supplement 

CMnty/Pirart, Sin* 

Lea County, NM 
Surv«y/TowrunJp 

Sec 4 -T17S - R38E 
Unit DualpUon/UMSUTK] Location 
909" FNL & 2,310' FWL 

Probata TO 

12,000 

Drill and complete exploratory well to Strawn formation. 

Description Drilling Completion 
Abstracts / Local F e u 101 500 201 
Surveys / Permits / Environmental 102 500 
RIghl-of-Way 103 
Location / Restoration 104 24,000 204 2,500 
Mob & Demob 105 45,000 205 
Transportation / Hauling / Barges ioe 10,000 206 15,000 
Drilling / Completion Rig - Turnkey 107 207 
OrMng/Completion Rig-Day Rale 42 Days © 5 12.500 ID S, lOriaya © S 1,800 ID 101 525,000 208 18.000 
Cementing - Materials / Services m 37,000 211 25,000 
Piffling Mud / Completion Fluids 112 40.000 212 
Water 113 15,000 213 3,000 
Fuel 114 214 
Open Hole • Logging / Coring 115 62.000 215 
Engineering / Supervision 11S 31,500 216 8.400 
Geological / Petrophysical Services Mud Logging - 28 days @ 5 700 / D 117 19,600 
Casing Services 111 5,500 216 5,500 
Supplies 119. 219 
Drilling / Completion Overhead 120 11,600 220 
Equipment Rentals 123 18.000 223 12,000 
Surface Damagei 124 
Slicklne 1 Swobbing 228 
Cued Hole • Logging / Perforating 229 25,000 
Stimulation - Materials / Services 230 50,000 
Ceded Tubing - Materials / Services 250 
Chemicals - Other 254 
Gravel Pack - Materials / Services 255 
B1U - Drilling / Completion ise 50,000 256 2,000 
Treating 258 
Testing / Analysis 260 
Communications 161 182 
Labor 162 7,500 207 31,000 
P 4 A Expense 197 8,000 
Miscellaneous Directional - fl days ® 5 7,400/D 199 44,400 291 

Insurance 57,600 

Contingencies 199 10,000 299 5,000 

Total Intangibles 1,022,700 202.400 | 

Conductor Pipe no 
Surface Casing 400ft 13 3/B" 522.00 / fl t2< 8,800 
Intermediate Uner 4,600 ft. B5/8- J15.00/ft »22 69,000 
Drilling Uner »22 
Production Uner 12.000(1 r 59.50 / ft 228 114,000 
Tie-Back 228 
Tubing 12.000 ft 2 7/8" 53.25/ft 227 39,000 
Downhole Equipment 231 20,000 
Artificial Lift Equipment 232 35,000 
Tree & Other Production Equipment 133 4,000 233 4.000 
Tanks 234 15,000 
Pipe, Fittings, Valve*, s i c 235 5,000 
Separators, Treatars. Heaters, etc 236 5,000 

Total Tangibles 81,800 237,000 

Dry Hole Cos t 1,104.500 

Completed Wel l Cost 1.535,900 

Company Signature ~ Tltto Date 

ITIS RECOGNIZED THAT THE AMOUNTS HEREIN ARE ESTIMATES ONLY AND APPROVAL OF THIS AUTHORIZATION SHALL EXTEND TO THE ACTUAL. 

COSTS INCURRED IN CONDUCTING THE OPERATION SPECIFIED, WHETHER MORE OR LESS THAN THE AMOUNTS HEREIN SET OUT. 

f I 
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Stem W. Mom Oil and Qas 

March 14, 2001 

Darcy Coale 
42400 Soda Creek Lane 
Steamboat Springs, CO 80487 

Re: Oil & Gas Lease Proposal, 
Lots 1, 2, 3, 4, S/2 N/2 (N/2) & SW/4 of Section 4 
T-17-S. R-38-E. N.M.P.M. 
Lea County, New Mexico 
Containing 471.84 net mineral acres, more or less 

Dear Ms. Coale: 

The Deed Records of Lea County, New Mexico indicate Darcy Coale as the owner of an undivided 
1/160 mineral interest under the above referenced property, being an undivided 2.95 net mineral 
acres. 

Please let this letter serve as an offer to lease all of the undivided mineral interest owned by Darcy 
Coale in the above referenced property according to the terms listed below: 

Your consideration and prompt response in this matter would be greatly appreciated. Please feel free 
to contact me with any questions or concerns you may have at (915) 683-2449. 

• Three (3) year lease 
Paid Up 

• 3/16 Royalty 

• $75.00/acre bonus consideration 

Steven W. Horn 

SWH/ae 

P. O. Box 2755 Midland, Zexas 79702 (915) 683-2449 



Steven W. Morn Oil and Qas 

October 15, 2001 

CERTIFIED MAIL - RETURN RECEIPT REOUESTED 

Darcy Coale 
42400 Soda Creek Lane 
Steamboat Springs, CO 80487 

Re: E.S. Schaap #1 
T-17-S. R-38-E. N.M.P.M. 
Section 4: Lots 3, 4 & S/2 NW/4 (NW/4) 
Lea County, New Mexico 
Containing 156.40 acres, more or less 

Dear Ms. Coale: 

Preston Exploration, LLC, hereby proposes the drilling of an approximate 12,000' Strawn test well at a location 
909 FNL & 2,310 FWL, Section 4, T-17-S, R-38-E, N.M.P.M., Lea County, New Mexico. Enclosed are two (2) 
copies of our AFE dated October 5, 2001. We propose that the spacing unit for the test well be Lot 3 (NE/4 
NW/4) containing approximately 38.08 acres. We intend to commence drilling operations before March 1, 2002. 

As the owner of an unleased mineral interest in the above referenced property, you are entitled to participate in the 
drilling of the proposed well. I f you wish to participate, please so indicate by signing and returning one copy of 
the enclosed AFE as soon as possible. We will prepare and forward for your review a proposed joint operating 
agreement. 

If you prefer not to participate in the proposed well, further to our previous conversations and/or correspondence, 
we again request a lease of your 1/160 mineral interest in the above referenced property (.97750 net mineral 
acres) on the following terms: 

1. A bonus consideration of S250.00 per net mineral acre 
2. A 1/5 royalty 
3. Three (3) year primary term (paid-up) 

If the above lease terms are acceptable, please so advise as soon as possible and we will forward an oil and gas 
lease for your signature. Your early response to this proposal is appreciated. Please call me at (915) 683-2449 if 
you have any questions. 

Steven W. Horn 

SWH/ae 

Enclosures: 2 

P. O. Box 2755 Midland, Zexas 79702 (915) 683-2449 



FRESTOM EXPLORATION, LLC 
AUTHORIZATION FOR EXPENDITURE 

L S H I U any w e i f ( t u . 

E. S. S c h s a p # 1 
M respect ~ 

Northwest Knowies 
Ar-c HO. 

102001 
C3 Exploratory Well • Recompletion U Injection • Other 
• Development Well • Workover • SWD 

^Original 
•Supplement 

County/Pinsri, Stale 

Lea County, NM 
Survey(Town5nip 

Sec 4 -T17S - R38E 
Unit Descrlplion/Measured Location 

909' FNL & 2,310' FWL 
Projected TD 

12,000 

Drill and complete exoloratorv well to Strawn formation. 

INTANGIBLE COSTS * t , M > ,C fa t i • „ t , , 

Description Drilling Completion 
Abstracts / Legal Fees 101 500 201 
Surveys / Permits / Environmental 102 500 
Right-of -way 103 
Location / Restoration 104 24,000 204 2,500 
Mob & Oemob 105 45,000 205 
Transportation / Hauling / Barges 105 10,000 206 15,000 
Drilling / Completion Rig - Turnkey 107 207 
Drilling / Completion Rig - Day Rate 42 Days @ $ 12.500 / D & 10 days @ I 1,80C / D 10B 525,000 208 16,000 
Cementing - Materials / Services 111 37,000 211 25,000 
Drilling Mud / Completion Fluids 112 40,000 212 
Water 113 15,000 213 3 000 
Fuel 114 214 
Open Hole - Logging / Coring 715 62,000 215 
Engineering / Supervision 116 31,500 216 8.400 
Geological / Petrophysical Services Mud Logging - 28 days @ J 700 / D 117 19,600 
Casing Services 118 5,500 218 5,500 
Supplies 119 219 
Drilling / Completion Overhead 120 11,600 220 
Equipment Rentals 123 18,000 223 12.000 
Surface Damages 124 
Sllckline / Swabbing 228 
Cased Hole - Logging 1 Perforating 229 25.000 
Stimulation - Materials / Services 230 50,000 
Colled Tubing - Materials / Services 250 
Chemicals - Ottier 254 

Gravel Pack - Materials / Services 255 
Bits - Drilling / Completion 156 50,000 256 2,000 
Treating 258 
Testing / Analysis 260 
Communications 161 162 
Labor 162 7,500 262 31,000 
P&A Expense 197 8,000 
Miscellaneous Directional - 6 days @ J 7.400 1 D 199 44,400 299 

Insurance 57,600 

Contingencies 199 10,000 299 5,000 

Tota l In tang ib les 1,022,700 202,400 

TANGIBLE-COSTS 

Conductor Pipe HO 

Surface Casing 400 ft 13 3/8" J22.00 / ft J27 3,800 
Intermediate Uner 4,600 tt. 9 5/8" 515.00 in 122 69,000 
Drilling Liner 122 
Production Liner 12,000 ft T {9.50/ft 22S 114,000 
Tie-Back 226 
Tubing 12.000 ft 2 7/8" S3.25/ft 227 39,000 
Downhole Equipment 231 20,000 
Artificial Lift Equipment 232 35,000 

Tree & Other Production Equipment 133 4,000 233 4,000 
Tanks 234 15,000 
Pipe, Fittings, Valves, etc. 235 5,000 
Separators. Treaters. Heaters, etc. 236 5,000 

Total Tangibles 81,800 237,000 

Dry Hole C o s t 1,104,500 

Completed Well Cost 1,535,900 

APPROVALS, 

Company Signature Titte Date 

IT IS RECOGNIZED THAT THE AMOUNTS HEREIN ARE ESTIMATES ONLY AND APPROVAL OF THIS AUTHORIZATION SHALL EXTEND TO THE ACTUAL 
COSTS INCURRED IN CONDUCTING THE OPERA TION SPECIFIED, WHETHER MORE OR LESS THAN THE AMOUNTS HEREIN SET OUT. 



U.S. PostalService " 
CERTIFIED MAlL;f?ECEIPT 

: (Domestic Mail Only; Ho insurance Coverage Provided) 

ru 
r-̂ t 

ZT 
_n 
cr 

_n 
O 
a 

• 

zr 

cr 
cr 
o 

Postage 

Certified Fee 

Return Receipt Fee 
(Endorsement Required) 

Restricted Delivery Fee 
(Endorsement Required) 

Total Postage & Fees 

. 3 4 

2 . 1 0 

1 . 50 

3.94 

Postmark 
Here 

1 0 / 1 5 / 2 0 0 1 

Recipient's Name (Please Print Clearly) (to be completed by mailer) 

MVPXc-CQQ%e:: 

..4-Z4X)0-Soda--.CreeJc- -Lane-. 
CityTStale. 
Q t" P± £3 Tn Vir~ 

PSForm'3B00, Fiebruary2000 " ~ , 7 * u " ^ J " ~ 'See ReverseJbKlnMrU'ctipnsl 



SENDER: COMPLETE THIS SECTION COMPLETE THIS SECTION ON DEL'VEh Y 

Complete items 1, 2, and 3. Also complete 
item 4 if Restricted Delivery is desired. 
Print your name and address on the reverse 
so that we can return the card to you. 
Attach this card to the back of the mailpiece, 
or on the front if space permits. 

1. Article Addressed to: 

Darcy Coale 
42400 Soda Creek Lane 
Steamboat S p r i n g s , CO 80487 

3. Service Type 

^ C e r t i f i e d Mail • Express Mail 

• Registered • Return Receipt for Merchandise 

• Insured Mail • C.O.D. 

4. Restricted Delivery? (Extra Fee) • Yes 

2. Article Number (Copy from service label) 

7099 3400 001 6 5964 1 ?8fi 
PS Form 3 8 1 1 , July 1999 Domestic Return Receipt 102595-00-M-0952 



Steven W. Mom Oil and Qas 

October 22, 2001 

CERTIFIED MAIL - RETURN RECEIPT REOUESTED 

Darcy Coale 
42400 Soda Creek Lane 
Steamboat Springs, CO 80487 

Re: E.S. Schaap #1 
T-17-S. R-38-E. N.M.P.M. 
Section 4: Lots 3, 4 & S/2 NW/4 (NW/4) 
Lea County, New Mexico 
Containing 156.40 acres, more or less 

Dear Ms. Coale: 

Preston Exploration, LLC, hereby proposes the drilling of an approximate 12,000' Strawn test welFat a location 
909 FNL & 2,310 FWL, Section 4, T-17-S, R-38-E, N.M.P.M., Lea County, New Mexico. Enclosed are two (2) 
copies of our AFE dated October 5, 2001. We propose that the spacing unit for the test well be Lot 3 (NE/4 
NW/4) containing approximately 38.08 acres. We intend to commence drilling operations before March 1, 2002. 

As the owner of an unleased mineral interest in the above referenced property, you are entitled to participate in the 
drilling of the proposed well. If you wish to participate, please so indicate by signing and returning one copy of 
the enclosed AFE as soon as possible. We will prepare and forward for your review a proposed joint operating 
agreement. 

If you prefer not to participate in the proposed well, further to our previous conversations and/or correspondence, 
we again request a lease of your 1/160 mineral interest in the above referenced property (.97750 net mineral 
acres) on the following terms: 

1. A bonus consideration of $250.00 per net mineral acre 
2. A 1/5 royalty 
3. Two (2) year primary term (paid-up) 

If the above lease terms are acceptable, please so advise as soon as possible and we will forward an oil and gas 
lease for your signature. Your early response to this proposal is appreciated. Please call me at (915) 683-2449 if 
you have^timquestions. 

SWH/ae 

Enclosures: 2 

P. O. Boz 2755 Midland, Zexas 79702 (915) 683-2449 



PRESTOM EXPLORATION, LLC 
-L»iiuidW«IINo. 

AUTHORIZATION FOR EXPENDITURE 
IPTDipect 

E. S. Schaap # 1 
• Recompletion 
• Workover 

Northwest Knowles 102001 
m Exploratory Well 
• Development Well 

U Injection 
• SWD 

• Other 

County/Puish, SUtt 
Lea County, NM 

-vtsimfrsrmiF-

Survey/Townsnip 
Sec 4 -T17S - R38E 

^Original 
•Supplement 

Unfl DesoiptlDn/MMSured Location 
909' FNL & 2,310' FWL 

Proje a ed TO 

12,000 

Drill and complete exploratory well to Strawn formation. 

; I N T A N G I B L E ; C Q S T ^ < t e « ^ 

Description Drilling Completion 
Abstracts / Legal Fees 101 500 201 
Surveys / Permits / Environmental 102 500 
Right-of-Way 103 

Location / Restoration 104 24,000 204 2,500 
Mob & Demob 105 45,000 205 
Transportation / Hauling / Barges 108 10,000 206 15,000 
Drilling / Completion Rig - Turnkey 107 207 
Drilling / Completion Rig - Day Rale 42 Days @ t 12,500 / D 4 10 days tt? S 1.800 / D 10B 525,000 208 18,000 
Cementing - Materials / Services 111 37,000 211 25.000 
Drilling Mud / Completion Rulds 112 40,000 212 
Water 113 15,000 213 3,000 
Fuel 114 214 
Open Hole - Logging / Coring 115 62,000 215 
Engineering / Supervision 11B 31,500 216 B.400 
Geological / Petrophysical Services Mud Logging - 28 days @ $ 700 / D 11T 19,600 
Casing Services 11B 5,500 218 5,500 
Supplies 119 219 
Drilling / Completion Overhead 120 11,600 220 
Equipment Rentals 123 18,000 223 12,000 
Surface Damages 124 
Sllckllne / Swobbing 22B 
Cased Hole - Logging / Perforating 229 25,000 
Stimulation - Materials / Services 230 50,000 
Cofled Tubing - Materials / Services 250 
Chemicals - Other 254 
Gravel Pack - Materials / Services 255 
Bits - Drilling / Completion 156 50,000 256 2,000 
Treating 25B 
Testing/ Analysis 260 
Communications 161 162 
Labor 162 7,500 262 31,000 
P&A Expense 197 8,000 
Miscellaneous Directional - 6 days @ S 7.400/ D 199 44,400 299 

Insurance 57,600 

Contingencies 199 10,000 299 5,000 
Total In tangib les 1,022,700 202,400 

-2m tTtANGIBBBi^STiS^ 

Conductor Pip* HO 
Surface Casing 400 ft 13 3/8" $22.00 / fl 121 8,800 
Intermediate Uner 4,600 ft. 9 5/8" 515.00/fl 122 69,000 
Drilling Uner 122 
Production Uner 12.000 It r 59.50/ft 225 114,000 
Tie-Back 228 
Tubing 12.000 fl 2 7/8" S3.25/B 227 39,000 
Downhole Equipment 23t 20,000 
Artificial Urt Equipment 232 35,000 
Tree & Other Production Equipment 133 4,000 233 4,000 
Tanks 234 15,000 
Pipe, Fittings, Valves, etc. 235 5,000 
Separators, Treaters, Heaters, etc. 236 5,000 

Tota l Tang ib les 81,800 237,000 

Dry Hole Cost 1,104,500 
Completed Well Cost 1.535,900 

I- •: ; ' ' ' - APBROVALS, 

Company Signature ' ' Title Date 

IT IS RECOGNIZED THAT THE AMOUNTS HEREIN ARE ESTIMATES ONLY AND APPROVAL OF THIS AUTHORIZATION SHALL EXTEND TO THE ACTUAL 
COSTS INCURRED IN CONDUCING THE OPERATION SPECIFIED, WHETHER MORE OR LESS THAN THE AMOUNTS HEREIN SET OUT. 
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Steven W. Morn Oil and Qas 

March 14, 2001 

Collins Partners, LTD 
5000 Burnet Road 
Austin, Texas 78765 

Re: Oil & Gas Lease Proposal, 
Lots 1, 2, 3, 4, S/2 N/2 (N/2) & SW/4 of Section 4 
T-17-S. R-38-E. N.M.P.M. 
Lea County, New Mexico 
Containing 471.84 net mineral acres, more or less 

Dear Sirs: 

The Deed Records of Lea County, New Mexico indicate Collins Partners, LTD as the owner of an 
undivided 3/160 mineral interest under the above referenced property, being an undivided 8.85 net 
mineral acres. 

Please let this letter serve as an offer to lease all of the undivided mineral interest owned by Collins 
Partners, LTD in the above referenced property according to the terms listed below: 

Your consideration and prompt response in this matter would be greatly appreciated. Please feel free 
to contact me with any questions or concerns you may have at (915) 683-2449. 

Respectfully, 

• Three (3) year lease 
Paid Up 

• 3/16 Royalty 

• $75.00/acre bonus consideration 

Steven W. Horn 

SWH/ae 

P. O. Box 2755 Midland, Zexas 79702 (915) 683-2449 



Steven W. Mom Oil and Qas 

October 15, 2001 

CERTIFIED MAIL - RETURN RECEIPT REOUESTED 

Collins Partners, LTD 
5000 Burnet Road 
Austin, Texas 78765 

Re: E.S. Schaap #1 
T-17-S. R-38-E. N.M.P.M. 
Section 4: Lots 3, 4 & S/2 NW/4 (NW/4) 
Lea County, New Mexico 
Containing 156.40 acres, more or less 

Dear Sirs: 

Preston Exploration, LLC, hereby proposes the drilling of an approximate 12,000' Strawn test well at a location 
909 FNL & 2,310 FWL, Section 4, T-17-S, R-38-E, N.M.P.M., Lea County, New Mexico. Enclosed are two (2) 
copies of our AFE dated October 5, 2001. We propose that the spacing unit for the test well be Lot 3 (NE/4 
NW/4) containing approximately 38.08 acres. We intend to commence drilling operations before March 1, 2002. 

As the owner of an unleased mineral interest in the above referenced property, you are entitled to participate in the 
drilling of the proposed well. If you wish to participate, please so indicate by signing and returning one copy of 
the enclosed AFE as soon as possible. We will prepare and forward for your review a proposed joint operating 
agreement. 

I f you prefer not to participate in the proposed well, further to our previous conversations and/or correspondence, 
we again request a lease of your 3/160 mineral interest in the above referenced property (2.93250 net mineral 
acres) on the following terms: 

1. A bonus consideration of $250.00 per net mineral acre 
2. A 1/5 royalty 
3. Three (3) year primary term (paid-up) 

I f the above lease terms are acceptable, please so advise as soon as possible and we will forward an oil and gas 
lease for your signature. Your early response to this proposal is appreciated. Please call me at (915) 683-2449 if 
you have any questions. 

Steven W. Horn 

SWH/ae 

Enclosures: 2 

P. O. Box 2755 Midland, Zexas 79702 (915) 683-2449 



PR ESTGM EXPLORATION, LLC 
AUTHORIZATION FOR EXPENDITURE ' 

Laaia ana WeU no. 

E. 3. Schaap # 1 
spec: 

Northwest Knowies 
AI-C no. 

102001 
M Exploratory Well H Reccmpietion • miection • Other HOriginai 
• Development Well • Workover • 3WD •Supplement 
County/Pansh, Stata 

Lea County, NM 
Survey/Tawnanip 

S e c 4 - T 1 7 S R38E 
Unit QescrrptiorVMeasurN Location 

909' FNL & 2,310' FWL 
Pro|8cted TD 

12,000 
yascnotxui or wane 

Drill and complete exploratory well to Strawn formation. 

•^INTANGIBLE; COSTS ' «. v p , , r ^ 4 ^ -

Description Drilling Completion 
Abstracts / Legal Fees 101 500 201 
Surveys / Permits / Environmental 102 500 
Right-of-Way 103 
Location / Restoration 104 24,000 204 2,500 
Mob & Demob 105 45,000 205 
Transportation / Hauling / Barges 10S 10,000 208 15,000 
Drilling / Completion Rig - Turnkey 107 207 
Drilling / Completion Rig - Oay Rate 42 Days @ 3 12.500 / D & 10 days @ S 1,800 / D 108 525,000 208 ia,ooo 
Cementing - Materials / Services 111 37,000 211 25,000 
Dnlling Mud / Completion Fluids 112 40,000 212 
Water 113 15,000 213 3,000 
Fuel 114 214 
Open Hole - Logging / Coring 115 62,000 215 
Engineering / Supervision 116 31,500 216 8,400 
Geological / Petrophysical Services Mud Lagging - 28 days @ S 700 / D 117 19,600 
Casing Services 113 5,500 218 5,500 
Supplies 119 219 
Drilling, / Completion Overhead 120 11,600 220 
Equipment Rentals 123 16,000 223 12,000 
Surface Damage* 124 
Sllckline / Swabbing 229 
Cased Hole - Logging / Perforating 223 25,000 
Stimulation - Materials / Services 230 50,000 
Colled Tubing - MaterialsServices 250 
Chemicals - Other 254 
Gravel Pack - Materials / Services 255 
Bits - Drilling / Completion 156 50,000 256 2,000 
Treating 258 
Testing / Analysis 260 
Communications 161 162 
Labor 162 7,500 262 31,000 
P&A Expense 197 8,000 
Miscellaneous Directional - a days @ S 7,400 / D 199 44,400 299 

Insurance 57,600 

Contingencies 199 10.000 299 5,000 

Total Intangibles 1,022,700 202,400 

\'f, * ; TANGIBLE.COSTS-

Conductor Pipe 110 
Surface Casing 40Oft 13 3/8" J22.00 / ft 121 8.800 
Intermediate Uner 4,600 ft. 9 5/a- $15 ,00 / ft 122 69,000 
Drilling Liner 122 
Production Liner 12.000 ft 7" 59.50 / ft 225 114,000 

Tie-Back 225 
Tubing 12.000 ft 2 7/8' S3.25 / ft 227 39,000 
Oownhole Equipment 231 20,000 
Artificial Lift Equipment 232 35,000 

Tree & Other Production Equipment 133 4,000 233 4,000 

Tanks 234 15,000 
Pipe, Fittings. Valves, etc. 235 5,000 

Separators. Treaters, Heaters, etc. 236 5,000 

Tota l Tang ib les 81,aoa 237,000 

Dry Hole Cos t 1,104,500 

Comple ted Wel l Cost 1,535,900 

APPROVALS 

Company Signature Title Date 

IT IS RECOGNIZED THAT THE AMOUNTS HEREIN ARE ESTIMATES ONLY AND APPRGVAL OF THIS AUTHORIZATION SHALL EXTENO TO THE ACTUAL 

COSTS INCURRED IN CONDUCING THE OPERAVON SPECIFIED, WHETHER MORE OR LESS THAN THE AMOUNTS HEREIN SET OUT. 

f 



U.S.. Postal Service 
CERTIFIED MAIL RECEIPT 
(Domestic Mail Only; No Insurance Coverage Provided) 

a ru 

_n Postage s 34 
LT~ 
L n Certified Fee 2 . 1 0 

Postmark 

_n Return Receipt Fee 
(Endorsement Required) 1 . 50 

Here 

Q
D

 

Restricted Delivery Fee 
(Endorsement Recuired) 1 0 / 1 5 / 2 0 0 1 

a 
a Total Postage & Fees $ 3 . 94 

t r 

rn 

Recipient's Name (Please Print Clearly) {to be completed by mailer) 

.Col l ins . .Ear.tnexs. - -L.TD 
Street, Apt. No.; or PG Box No. ' 

srjQO-B-urnet-Jload 
City, State. Z/P+4 

as 78765 
• Sea Reverse for Instructions 



SENDER: COMPLETE THIS SECTION COMPLETE THIS SECTION ON DELIVERY 

• Complete items 1, 2, and 3. Also complete 
item 4 if Restricted Delivery is desired. 

• Print your name and address on the reverse 
so that we can return the card to you. 

• Attach this card to the back of the mailpiece, 
or on the front if space permits. 

A. Received by (Please Print Clearly) B. Date of Deliver • Complete items 1, 2, and 3. Also complete 
item 4 if Restricted Delivery is desired. 

• Print your name and address on the reverse 
so that we can return the card to you. 

• Attach this card to the back of the mailpiece, 
or on the front if space permits. 

1. Article Addressed to: 

C o l l i n s P a r t n e r s L T D 

5 0 0 0 B u r n e t R o a d 
A u s t i n , T e x a s 7 8 7 6 5 

D. Is delivery address different from item 1 ? • Yes 
If YES, enter delivery address below: 

3. Service Type 
- £jl Certified Mail • Express Mail 

• Registered • Return Receipt for Merchandis 
• Insured Mail • C.O.D. 

4. Restricted Delivery? (Extra Fee) • Yes 

2. Article Number (Copy from service label) 

7099 3400 0016 5964 1262 
PS Form 3 8 1 1 , July 1999 Domestic Return Receipt 102595-0O-M-O952 



Steven W. Morn Oil and Qas 

October 22, 2001 

CERTIFIED MAIL - RETURN RECEIPT REOUESTED 

Collins Partners, LTD 
5000 Bumet Road 
Austin, Texas 78765 

Re: E.S. Schaap #1 
T-17-S. R-38-E. N.M.P.M. 
Section 4: Lots 3, 4 & S/2 NW/4 (NW/4) 
Lea County, New Mexico 
Containing 156.40 acres, more or less 

Dear Sirs: 

Preston Exploration, LLC, hereby proposes the drilling of an approximate 12,000' Strawn test well at a location 
909 FNL & 2,310 FWL, Section 4, T-17-S, R-38-E, N.M.P.M., Lea County, New Mexico. Enclosed are two (2) 
copies of our AFE dated October 5, 2001. We propose that the spacing unit for the test well be Lot 3 (NE/4 
NW/4) containing approximately 38.08 acres. We intend to commence drilling operations before March 1, 2002. 

As the owner of an unleased mineral interest in the above referenced property, you are entitled to participate in the 
drilling of the proposed well. If you wish to participate, please so indicate by signing and returning one copy of 
the enclosed AFE as soon as possible. We will prepare and forward for your review a proposed joint operating 
agreement. 

If you prefer not to participate in the proposed well, further to our previous conversations and/or correspondence, 
we again request a lease of your 3/160 mineral interest in the above referenced property (2.93250 net mineral 
acres) on the following terms: 

1. A bonus consideration of $250.00 per net mineral acre 
2. A 1/5 royalty 
3. Two (2) year primary term (paid-up) 

If the above lease terms are acceptable, please so advise as soon as possible and we will forward an oil and gas 
lease for your signature. Your early response to this proposal is appreciated. Please call me at (915) 683-2449 if 
you have any questions. 

Steven W. Horn 

SWH/ae 

Enclosures: 2 

P. O. Box 2755 Midland, Zexas 79702 (915) 683-2449 



PRESTON EXPLORATION, LLu 
AUTHORIZATION FOR EXPENDITURE 

L I B M ana wed NO. 

E. S. Schaap # 1 
rfotpecl 

Northwest Knowles 
A f c no. 

102001 
a Exploratory Well • Recompletion U Injection • Other 
• Development Well • Workover • SWD 

SOriginal 
•Supplement 

County/Pirish, S l i t i 

Lea County, NM 
Surv»y/"t owns nip 
Sec4 -T17S - R38E 

Unft DuoipUorUM«uured L oca Lion 

909' FNL & 2,310' FWL 
ProjBart TD 

12,000 

Drill and complete exploratory well to Strawn formation. 

JNTANGIBLE;CpSiIS£-^^ 

Description Drilling Completion 
Abstracts / Legal Fees 101 500 2Dt 
Surveys / Permits / Environmental 102 500 
Righl. of-Way 103 
Location / Restoration 104 24,000 204 2.500 
Mob & Demob 105 45,000 205 
Transportation / Hauling / Barges 105 10,000 208 15.000 
Drilling / Completion Rig - Turnkey 107 207 
Drilling / Completion Rig - Day Rate 42 Days @ S 12.500 / D & 10 days ® S 1.800 / D 108 525,000 208 18,000 
Cementing - Materials / Services m 37,000 211 25.000 
Drilling Mud / Completion Fluids 112 40,000 212 
Water 113 15,000 213 3,000 
Fuel 114 214 
Open Hole - Logging / Coring 115 62.000 215 
Engineering / Supervision 11S 31,500 216 B.400 
Geological / Petrophysical Services Mud Logging - 2B days @ $ 700 / D 117 19,600 
Casing Services 118 5.500 218 5,500 
Supplies 119 219 
Drilling / Completion Overhead 120 11,600 220 
Equipment Rentals 123 18,000 223 12,000 
Surface Damages 124 
SllcMlne / Swabbing 228 
Cased Hole - Logging / Perforating 229 25,000 
Stimulation - Materials / Services 230 50,000 
Coiled Tubing • Materials / Services 250 
Chemicals - Other 254 
Gravel Pack - Materials / Services 255 
Bits - Drilling / Completion 155 50,000 256 2,000 
Treating 258 
Testing/Analysis 260 
Communications 181 162 
Labor 162 7,500 262 31,000 
P&A Expense 197 8,000 
Miscellaneous Directional - 6 days @ 5 7.400 / D 199 44,400 299 

Insurance 57,600 

Contingencies 199 10,000 299 5,000 
Total In tang ib les 1,022.700 202,400 

Conductor Pipe JfO 
Surface Casing 400 fl 13 3/8" 522.00 / tl 121 8.BOO 
Intermediate Uner 4,600 f l 9 5/8" 515.00/fl 122 69,000 
Drilling Uner 122 
Production Liner 12.000 fl r 59.50 in 226 114.000 
Tie-Back 22ff 
Tubing 12.000 ft 2 7/B- 53.25 rn 227 39,000 
Downhole Equipment 231 20,000 
Artificial Lift Equipment 232 35,000 
Tree & Other Production Equipment 133 4,000 233 4,000 
Tanks 234 15,000 
Pipe. Fittings. Valves, etc. 235 5,000 
Separators. Treaters, Heaters, etc 236 5,000 

Tota l Tang ib les 81.800 237,000 

Dry Hole Cost 1,104,500 
Completed Well Cost 1,535,900 

. APPROVALS. , : „ . • . ^r-^w'M 

Company Signature ~ " ~ " Tine Dale 

IT IS RECOGNIZED THAT THE AMOUNTS HEREIN ARE ESTIMATES ONLY AND APPROVAL OF THIS AUTHORIZATION SHALL EXTEND TO THE ACTUAL 
COSTS INCURRED IN CONDUCTING THE OPERATION SPECIFIED, WHETHER MORE OR LESS THAN THE AMOUNTS HEREIN SET OUT. 

{ 



U-S. Postal Service y 
CERTIFIED MAIL RECEIPT 
(Domestic Mail Only; f i o Insurance Coverage Provided) 
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Steven W. Morn Oil and Qas 

March 14, 2001 

Jack Daniels, SSP 
P.O. Box 1258 
Hobbs, NM 88240 

Re: Oil & Gas Lease Proposal, 
Lots 1, 2, 3, 4, S/2 N/2 (N/2) & SW/4 of Section 4 
T-17-S. R-38-E. N.M.P.M. 
Lea County, New Mexico 

Containing 471.84 net mineral acres, more or less 

Dear Mr. Daniels: 

The Deed Records of Lea County, New Mexico indicate Jack Daniels, SSP as the owner of an 
undivided 12.7604% of 1/160 mineral interest under the above referenced property, being an 
undivided .37630 net mineral acres. 

Please let this letter serve as an offer to lease all of the undivided mineral interest owned by Jack 
Daniels, SSP in the above referenced property according to the terms listed below: 

Your consideration and prompt response in this matter would be greatly appreciated. Please feel free 
to contact me with any questions or concerns you may have at (915) 683-2449. 

Respectfully, 

• Three (3) year lease 
Paid Up 

• 3/16 Royalty 

• $75.00/acre bonus consideration 

SWH/ae 

P. O. Box 2755 Midland, Zexas 79702 (915) 683-2449 



Steven W. Horn Oil and Qas 

October 15, 2001 

CERTIFIED MAIL - RETURN RECEIPT REOUESTED 

Jack Daniels, SSP 
P.O. Box 1258 
Hobbs, NM 88241 

Re: E.S. Schaap #1 
T-17-S. R-38-E. N.M.P.M. 
Section 4: Lots 3, 4 & S/2 NW/4 (NW/4) 
Lea County, New Mexico 
Containing 156.40 acres, more or less 

Dear Mr. Daniels: 

Preston Exploration, LLC, hereby proposes the drilling of an approximate 12,000' Strawn test well at a location 
909 FNL & 2,310 FWL, Section 4, T-17-S, R-38-E, N.M.P.M., Lea County, New Mexico. Enclosed are two (2) 
copies of our AFE dated October 5, 2001. We propose that the spacing unit for the test well be Lot 3 (NE/4 
NW/4) containing approximately 38.08 acres. We intend to commence drilling operations before March 1, 2002. 

As the owner of an unleased mineral interest in the above referenced property, you are entitled to participate in the 
drilling of the proposed well. I f you wish to participate, please so indicate by signing and returning one copy of 
the enclosed AFE as soon as possible. We will prepare and forward for your review a proposed joint operating 
agreement. 

If you prefer not to participate in the proposed well, further to our previous conversations and/or correspondence, 
we again request a lease of your 12.7604% of 1/160 mineral interest in the above referenced property (.12474 net 
mineral acres) on the following terms: 

1. A bonus consideration of $250.00 per net mineral acre 
2. A 1/5 royalty 
3. Three (3) year primary term (paid-up) 

I f the above lease terms are acceptable, please so advise as soon as possible and we will forward an oil and gas 
lease for your signature. Your early response to this proposal is appreciated. Please call me at (915) 683-2449 if 
you have any questions. 

SWH/ae 

Enclosures: 2 

P. O. Box 2755 Midland, Zexas 79702 (915) 683-2449 



PRESTON EXPLORATION, LLC 
AUTHORIZATION FOR EXPENDITURE 

u a s i and Wall .NO. " [Prasaect ' — • — 

E. S. Schaap # 1 ! Northwest Knowles 
* l -e ao. 

102001 
B Exploratory Well • Recompletion l_ Injection • Other 
• Development Well • WorKover • SWD 

UOriginal 
• S u p p l e m e n t 

County/Parish, Stata 

Lea County, NM 
Survay/Townstlip 

Sec 4-T17S - R38E 
Unit C ascription/Ma asured Location 

909' FNL & 2,310' FWL 
Projacted TD 

12,000 

Drill and complete exploratory well to Strawn formation. 

INTANGIBLE COSTS 

Descnotion Drilling Completion 
Abstracts / Legal Fees fOf 5 0 0 201 

Surveys / Permits I Environmental | f 02 5 0 0 

Right-of-Way | 103 

Location / Restorat ion 104 2 4 , 0 0 0 204 2 .500 
Mob & D e m o b 105 4 5 , 0 0 0 205 

Transportat ion / Haut ing / Barges 10s 1 0 , 0 0 0 206 1 5 , 0 0 0 

Drilling / Comple t ion Rig - Turnkey 107 207 

Drilling 1 Comple t ion Rig - Day Rata 42 Days (8) J 12.500 / D & 10 days @ S 1 800 / D 10a 5 2 5 , 0 0 0 208 ia,ooo 
Cementing - Mater ia ls / Serv ices 111 3 7 , 0 0 0 211 2 5 . 0 0 0 

Drilling Mud / Comple t ion F lu ids 112 4 0 , 0 0 0 212 

Water 113 1 5 , 0 0 0 213 3,000 

Fuel 114 214 

Open Ho le - Logging / Cor ing 115 S 2 . 0 0 Q 215 

Engineering / Superv is ion 115 3 1 , 5 0 0 216 8 ,400 

Geological / Pet rophys ica l Serv ices M u d Logg ing - 28 days @ S 700 / D 117 1 9 , 6 0 0 

Casing Serv ices 118 5 . 5 0 0 218 5 ,500 

Supplies 119 219 

Drilling / Comple t ion Overhead 120 1 1 , 6 0 0 220 

Equipment Renta ls 123 1 8 , 0 0 0 223 12 ,000 

Surface D a m a g e s 124 

Sllckllne / Swabb ing 228 

Cased Hole - Logging / Per forat ing 229 2 5 , 0 0 0 

Stimulation - Mater ia ls / Serv ices 230 5 0 , 0 0 0 

Colled Tub ing - Mater ia ls / Serv ices 250 

Chemicals - Other 254 

Gravel Pack - Mater ia ls / Serv ices 255 

Bits - Oril l lng / Comple t ion 156 5 0 , 0 0 0 256 2 ,000 

Treating 258 

Testing / Ana lys is 260 

Communicat ions 161 162 

Labor 162 7 , 5 0 0 262 3 1 , 0 0 0 

P 4 A Expense 197 8 , 0 0 0 

Miscel laneous D i rec t iona l - a days <g S 7,400 / O 199 4 4 , 4 0 0 299 

I n s u r a n c e 5 7 , 6 0 0 

Contingencies 199 1 0 , 0 0 0 299 5 ,000 

T o t a l I n t a n g i b l e s 1 , 0 2 2 . 7 0 0 2 0 2 . 4 0 0 

[L 'r : , TANGIBLE.COSTS-

Conductor P ipe 110 

Surface C a s i n g 4 0 0 ft 13 3/a- $22.00 / ft 121 8 , 8 0 0 

Intermediate L iner 4 . 600 ft. 9 5/8- S15.0O/H 122 6 9 , 0 0 0 

Drilling Liner 122 

Production U n e r 12.000 ft 7" J9.50 / ft 226 1 1 4 , 0 0 0 

Tie-Back 228 

Tubing 12 .000 ft 2 7/8" S3.25 / ft 227 3 9 , 0 0 0 

Qownhole Equ ipmen t 231 2 0 , 0 0 0 

Artificial Lift Equ ipment 232 3 5 , 0 0 0 

Tree & Other Product ion Equ ipmen t 133 4 , 0 0 0 233 4 , 0 0 0 

Tanks 234 1 5 , 0 0 0 

Pipe, Fit t ings, Va l ves , etc. 235 5 ,000 

Separators. Treatera. Hea te rs , etc. 236 5 , 0 0 0 

T o t a l T a n g i b l e s 8 1 , 3 0 0 2 3 7 , 0 0 0 

D r y H o l e C o s t 1 , 1 0 4 , 5 0 0 I 

C o m p l e t e d W e l l C o s t 1 ,535 ,900 | 

APPROVALS 

Company Signature Title Date 

IT IS RECOGNIZED THAT THE AMOUNTS HEREIN ARE ESTIMATES ONLY AND APPROVAL OF THIS AUTHORIZATION SHALL EXTEND TO THE ACTUAL 

COSTS INCURRED IN CONDUCTING THE OPERAVON SPECIFIED, WHETHER MORE OR LESS THAN THE AMOUNTS HEREIN SET OUT. 



tf.Sw, Postal Service 

CERTIFIED MAIL RECEIPT 
(Domestic Mail Only; No Insurance Coverage Provided) 

_n Postage S m 34 
ET 
LT1 Certified Fee 2. 10 

Postmark 

_B Return Receipt Fee 
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SENDER: COMPLETE THIS SECTION COMPLETE THIS SECTION ON DELIVERY 

Complete items 1, 2, and 3. Also complete 
item 4 if Restricted Delivery is desired. 
Print your name and address on the reverse 
so that we can return the card to you. 
Attach this card to the back of the mailpiece, 
or on the front if space permits. 

1. Article Addressed to: 

Jack D a n i e l s , SSP 

P.O. BOx 1258 
Hobbs, NM 88241 

A. Received by (Please Print Clearly) 

C. Signature 

B. Data«)f Efeiiver 

x View's mnnko • Agent 
• Address© 

D. Is delivery address different from item 1? • Yes 
If YES, enter delivery address below: J ^ J ^ 0 

3. Service Type 
^Uncertified Mail 

• Registered 
• Insured Mail 

• Express Mail 

• Return Receipt for Merchandise 
• C.O.D. 

4. Restricted Delivery? (Extra Fee) • Yes"-

2. Article Number (Copy from service label) 

70QQ 1400 0016 5964 11Q2 



Steven W. Mom Oil and Qas 

October 22, 2001 

CERTIFIED MAIL - RETURN RECEIPT REOUESTED 

Jack Daniels, SSP 
P.O. Box 1258 
Hobbs, NM 88241 

Re: E.S. Schaap #1 
T-17-S, R-38-E. N.M.P.M. 
Section 4: Lots 3, 4 & S/2 NW/4 (NW/4) 
Lea County, New Mexico 
Containing 156.40 acres, more or less 

Dear Mr. Daniels: 

Preston Exploration, LLC, hereby proposes the drilling of an approximate 12,000' Strawn test well at a location 
909 FNL & 2,310 FWL, Section 4, T-17-S, R-38-E, N.M.P.M., Lea County, New Mexico. Enclosed are two (2) 
copies of our APE dated October 5, 2001. We propose that the spacing unit for the test well be Lot 3 (NE/4 
NW/4) containing approximately 38.08 acres. We intend to commence drilling operations before March 1, 2002. 

As the owner of an unleased mineral interest in the above referenced property, you are entitled to participate in the 
drilling of the proposed well. If you wish to participate, please so indicate by signing and returning one copy of 
the enclosed AFE as soon as possible. We will prepare and forward for your review a proposed joint operating 

If you prefer not to participate in the proposed well, further to our previous conversations and/or correspondence, 
we again request a lease of your 12.7604% of 1/160 mineral interest in the above referenced property (.12474 net 
mineral acres) on the following terms: 

1. A bonus consideration of S250.00 per net mineral acre 
2. A 1/5 royalty 
3. Two (2) year primary term (paid-up) 

If the above lease terms are acceptable, please so advise as soon as possible and we will forward an oil and gas 
lease for your signature. Your early response to this proposal is appreciated. Please call me at (915) 683-2449 if 
you have any questions. 

agreement. 

SWH/ae 

Enclosures: 2 

P. O. %0X 2755 Midland, Zexas 79702 (915) 683-2449 



rRESTOH EXPLORATION, LLv, 
.AUTHORIZATION FOR EXPENDITURE 

L * a i a WK3 M i l NO. 

E. S. Schaap # 1 Northwest Knowles 
A f c n o . 

102001 
M Exploratory Well • Recomoletlon U Injection • Other 
• Development Well • Workover • SWD 

SOriglnal 
•Supplement 

CouitfyvPinsft, SUt» 

Lea County, NM 
Surviy/Ttrwnjrup 
S e c 4 - T 1 7 S - R 3 8 E 

Un* D«criptkjtVM**sured Loalton 
909' FNL & 2,310' FWL 

ProJeaitiTO 
12,000 

u t u w a m i 
Drill and complete exploratory well to Strawn formation. 

Description Drilling Completion 
Abstracts / Legal Fees 101 500 201 
Surveys / Permits / Environmental 101 500 
Right-of-Way 103 
Location / Restoration 104 24,000 204 2,500 
Mob & Demob 105 15,000 205 
Transportation / Hauling / Barges 10S 10,000 208 15,000 
Drilling / Completion Rig - Turnkey 107 207 
DriUnc/Completion Rig-Day Rate 42 Days tffl $ 12.500/D 4 10 days © S 1.B00/D 10t 525,000 20S 18,000 
Cementing - Materials / Services 111 37,000 211 25,000 
Drilling Mud / Completion Fluids 112 40,000 212 
Water 113 15,000 213 3,000 
Fuel 114 214 
Open Hole • Logging / Coring 115 82,000 215 
Engineering / Supervision ne 31,500 216 8,400 
Geological / Petrophysical Services Mud Logging - 28 days @ J 700 / D 117 16,600 
Casing Services 111 5,500 216 5,500 
Supples I IS 219 
Drilling / Completion Overhead 120 11,600 220 
Equipment Rentals 123 18,000 223 12,000 
Surface Damagei 124 
Sllcklne / Swobbing 226 
Cased Hole - Logging / Perforating 229 25,000 
Stimulation - Materials / Services 230 50,000 
CoBed Tubing - Materials / Services 250 
Chemicals - Other 254 
Gravel Pack - Materials / Services 255 
Bits - Drilling / Completion 156 50,000 256 2,000 
Treating 256 
Testing /Analysis 260 
Communlcatiorui 151 162 
Labor 152 7,500 262 31,000 
P I A Expense 117 8,000 
Miscellaneous Directional - 6 days © I 7,400 / D m 44,400 299 

Insurance 57,600 

Contingencies 199 10.000 299 5,000 

Total In tangib les 1,022,700 202,400 

Conductor Pipe IfO 
Surface Casing 400 P. 1 3 3 / r S22.00 / ft f21 8,600 
Intermediate Uner 4,600 ft. 9 5/8" S15.00/f1 122 69,000 
Drilling Uner 122 
Production Uner 12,000 n r J9.50 / It 228 • 114,000 
Tie-Back 226 
Tubing 12.000 n 2 7/BT 53.25/It 227 39,000 
Downhole Equipment 231 20^000 
Artificial Ufl Equipment 232 35,000 
Tree & Other Production Equipment 133 4,000 233 4,000 
Tanks 234 15,000 
Pipe, Fittings. Valves, etc. 235 5,000 
Separators, Tmaters. Heaters, etc 236 5,000 

Total Tang ib les 81,800 237,000 

Dry Hole C o s t 1,104,500 

Completed Wel l Cos t 1,535,900 

c#EJ5g0yaESi^ 

Company Signature ~ TWe Date 

IT IS RECOGNIZED THAT THE AMOUNTS HEREIN ARE ESTIMATES ONLY AND APPROVAL OF THIS AUTHORIZATION SHALL EXTEND TO THE ACTUAL. 
COSTS INCURRED IN CONDUCTING THE OPERAVON SPEC/RED, WHETHER MORE OR LESS THAN THE AMOUNTS HEREIN SET OUT. 

f I 



a 

CD 
a 
o 

• 
ru 

U.S. Postal Service \ , . 
CERTIFIED MAIL RECEIPT 
(Domestic Mail Only; No Insurance Coverage Provided) 

Postage S 34 
Certified Fee 2 . 10 Postmark 

Return Receipt Fee 
(Endorsement Required) 1 . 50 

Here 

Restricted Delivery Fee 
(Endorsement Required) 1 0 / 2 2 / 0 1 

Total Postage & Fees $ 3 . 94 
Sent To 

.J.ack...paniels.f....S.S.P.. 
$ P ^ £ ' N M O X 1258 

H6;i3bS:',;:! N M 8 82 41 

PS Form 3808, January SOOt-** A.* >" *• ~ t_ -See fleverse for Instructions 





Steven W. Mom Oil and Qas 

March 14, 2001 

F. Ferrell Davis 
P.O. Box 3061 
Midland, Texas 79702 

Re: Oil & Gas Lease Proposal, 
Lots 1, 2, 3, 4, S/2 N/2 (N/2) & SW/4 of Section 4 
T-17-S. R-38-E. N.M.P.M. 
Lea County, New Mexico 
Containing 471.84 net mineral acres, more or less 

Dear Mr. Davis: 

The Deed Records of Lea County, New Mexico indicate F. Ferrell Davis as the owner of an 
undivided 3/320 mineral interest under the above referenced property, being an undivided 4.42 net 
mineral acres. 

Please let this letter serve as an offer to lease all of the undivided mineral interest owned by F. Ferrell 
Davis in the above referenced property according to the terms listed below: 

Your consideration and prompt response in this matter would be greatly appreciated. Please feel free 
to contact me with any questions or concerns you may have at (915) 683-2449. 

RespeCjrully, 

• Three (3) year lease 
Paid Up 

• 3/16 Royalty 

• $75.00/acre bonus consideration 

Steven W. Horn 

SWH/ae 

P. O. Box 2755 Midland, Zexas 79702 (915) 683-2449 



Steven W. Morn OU and Qas 

October 15, 2001 

CERTIFIED MAIL - RETURN RECEIPT REOUESTED 

F. Ferrell Davis 
P.O. Box 3061 
Midland, Texas 79702 

Re: E.S. Schaap #1 
T-17-S. R-38-E. N.M.P.M. 
Section 4: Lots 3, 4 & S/2 NW/4 (NW/4) 
Lea County, New Mexico 
Containing 156.40 acres, more or less 

Dear Mr. Davis: 

Preston Exploration, LLC, hereby proposes the drilling of an approximate 12,000' Strawn test well at a location 
909 FNL & 2,310 FWL, Section 4, T-17-S, R-38-E, N.M.P.M., Lea County, New Mexico. Enclosed are two (2) 
copies of our AFE dated October 5, 2001. We propose that the spacing unit for the test well be Lot 3 (NE/4 
NW/4) containing approximately 38.08 acres. We intend to commence drilling operations before March 1, 2002. 

As the owner of an unleased mineral interest in the above referenced property, you are entitled to participate in the 
drilling of the proposed well. I f you wish to participate, please so indicate by signing and returning one copy of 
the enclosed AFE as soon as possible. We will prepare and forward for your review a proposed joint operating 
agreement. 

I f you prefer not to participate in the proposed well, further to our previous conversations and/or correspondence, 
we again request a lease of your 3/320 mineral interest in the above referenced property (1.46625 net mineral 
acres) on the following terms: 

1. A bonus consideration of $250.00 per net mineral acre 
2. A 1/5 royalty 
3. Three (3) year primary term (paid-up) 

If the above lease terms are acceptable, please so advise as soon as possible and we will forward an oil and gas 
lease for your signature. Your early response to this proposal is appreciated. Please call me at (915) 683-2449 if 
you have any questions. 

Steven W. Horn 

SWH/ae 

Enclosures: 2 

P. O. Box 2755 Midland, Zcxas 79702 (915) 683-2449 



PRESTON EXPLORATION, LLC 
AUTHORIZATION FOR EXPENDITURE 

Ldasa ana wen INS. 
E. S. Sch 

rrospacl 

aap#1 [ Northwest Knowles 
Al-c no. 

102001 
S Exploratory Well • Recompletion • injection • Other iSOriginal 
0 Development Well • Workover • SWD •Supplement 
CounryiPansh, Stale 
Lea County, NM 

Survey (Towns n;p 
S e c 4 - T 1 7 S - R38E 

Unit Deacrtptlon/Massured Location 

909' FNL & 2,310* FWL 
Projected TD 

12,000 

Drill and complete exnloratorv well to Strawn formation. 

Description Drilling Completion 
Abstracts / Legal Fees 101 500 201 
Surveys / Permits / Environmental 102 500 
Rlf lht-of-Way 103 
Location / Restoration 104 24,000 204 2.500 
Mob i Demob 105 45,000 205 
Transportation / Hauling / Barges 106 10,000 206 15,000 
Drilling / Completion Rig - Turnkey 107 207 
Dnlling / Completion Rig - Day Rate 42 Days @ J 12.500 / D & 10 days @ S 1,300 / D ioa 525,000 208 18,000 
Cementing - Materials / Services 111 37,000 211 25,000 
Drilling Mud / Completion Fluids 112 40,000 212 
Water- 113 15,000 213 3,000 
Fuel 114 214 
Open Hole - Logging I Coring 115 62,000 215 
Engineering / Supervision 116 31,500 218 8,400 
Geological / Petropnysical Services Mud Logging - 23 days @ $ 700 / D 117 19,600 
Casing Services 113 5,500 218 5,500 
Supplies 119 219 
Dnlling 1 Completion Overhead 120 11,600 220 
Equipment Rentals 123 18,000 223 12,000 
Surface Damages 124 
Sllckllne / Swabbing 228 
Cased Hole - Logging / Perforating 229 25.000 
Stimulation - Materials / Services 230 50,000 
Coiled Tubing - Materials / Services 250 
Chemicals - Other 254 
Gravel Pack - Materials / Services 255 
Bits - Drilling / Completion 156 50,000 256 2,000 
Treating 258 
Testing / Analysis 260 
Communications 161 162 
Labor 162 7,500 262 31,000 
P A A Expense 197 8,000 
Miscellaneous Directional • 6 days @ S 7,400 / D 199 44,400 299 

Insurance 57,600 

Contingencies 199 10,000 299 5,000 

Total Intangibles 1,022,700 202,400 

TANGIBLE.COSTS' , 

Conductor Pipe tfO 
Surface Casing 400 ft 13 3/8" S22.00 / ft J21 8,800 
Intermediate Liner 4,800 ft. 9 S/8" S15.00/ft 122 69,000 
Dnlling Uner 122 
Production Liner 12.000 ft 7~ 39.50/ft 225 114,000 
Tie-Back 228 
Tubing 12.000 ft 2 7/8" 53.25/ft 227 39,000 

Downhole Equipment 231 20,000 
Artificial Lift Equipment 232 35,000 

Tree & Other Production Equipment 133 4,000 233 4,000 
Tanks 234 15,000 
Pipe, Fittings, Valves, etc. 235 5,000 

Separators. Treaters, Heaters, etc. 236 5,000 
Total Tangibles 81,800 237,000 

Dry Hole Cost 1,104,500 
Completed Well Cost 1,535.900 

APPROVALS, 

Company Signature Title Date 

IT IS RECOGNIZED THAT THE AMOUNTS HEREIN ARE ESTIMATES ONLY AND APPROVAL OF THIS AUTHORIZATION SHALL EXTEND TO THE ACTUAL 

COSTS INCURRED IN CONDUCTING THE OPERATION SPECIFIED, WHETHER MORE OR LESS THAN THE AMOUNTS HEREIN SET OUT. 
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Steven W. Mom Oil and Qas 

October 22,2001 

CERTIFIED MAIL - RETURN RECEIPT REQUESTED 

F. Ferrell Davis 
P.O. Box 3061 
Midland, Texas 79702 

Re: E.S. Schaap #1 
T-17-S. R-38-E. N.M.P.M. 
Section 4: Lots 3, 4 & S/2 NW/4 (NW/4) 
Lea County, New Mexico 
Containing 156.40 acres, more or less 

Dear Mr. Davis: 

Preston Exploration, LLC, hereby proposes the drilling of an approximate 12,000' Strawn test well at a location 
909 FNL & 2,310 FWL, Section 4, T-17-S, R-38-E, N.M.P.M., Lea County, New Mexico. Enclosed are two (2) 
copies of our APE dated October 5, 2001. We propose that the spacing unit for the test well be Lot 3 (NE/4 
NW/4) containing approximately 38.08 acres. We intend to commence drilling operations before March 1, 2002. 

As the owner of an unleased mineral interest in the above referenced property, you are entitled to participate in the 
drilling of the proposed well. If you wish to participate, please so indicate by signing and returning one copy of 
the enclosed AFE as soon as possible. We will prepare and forward for your review a proposed joint operating 
agreement. 

If you prefer not to participate in the proposed well, further to our previous conversations and/or correspondence, 
we again request a lease of your 3/320 mineral interest in the above referenced property (1.46625 net mineral 
acres) on the following terms: 

1. A bonus consideration of $250.00 per net mineral acre 
2. A 1/5 royalty 
3. Two (2) year primary term (paid-up) 

If the above lease terms are acceptable, please so advise as soon as possible and we will forward an oil and gas 
lease for your signature. Your early response to this proposal is appreciated. Please call me at (915) 683-2449 if 
you have aoy-questions. 

Steven W. Horn 

SWH/ae 

Enclosures: 2 

P. O. Sox 2755 Midland, Zcxas 79702 (915) 683-2449 



r RESTON EXPLORATION, LLv 
AUTHORIZATION FOR EXPENDITURE 

LMM VM VV«I NO. 

M Exploratory Well 
• Development Well 

E. S. Schaap # 1 
ProtpSci 

Northwest Knowles 
• Recompletion 
• Workover 

"LT 
• 

Injection 
SWD 

O Other 

Arc no. 

102001 
^Original 
•Supplement 

County/piratl, Stata 

Lea County, NM 
•iiuiwMitmtt 

Survv y/Tovtu nip 

Sec 4 -T17S - R38E 
Unl 0s5CrtptJOfVM«uijnd Location 

909' FNL & 2,310' FWL 
ProfBCJtd TO 

12,000 

Drill and complete exploratory well to Strawn formation. 

Description Drillina. Completion 
101 500 201 
107 500 
103 
104 24,000 204 2,500 
10S 45,000 20S 
ioe 10,000 206 15,000 
107 207 

42 Days Q J 12,500/D & 10 days © S 1,800 ID lot 525,000 201 18,000 
ui 37,000 211 25,000 
112 40,000 212 
112 15,000 213 3,000 
114 214 
IIS 62.000 215 
l i t 31,500 216 8,400 

Mud Logging - 28 days ft? S 700 / D 117 19,600 
111 5,500 211 5,500 
119 219 
120 11,600 220 
123 18,000 223 12,000 
124 

228 
229 25,000 

230 50,000 

250 
254 

255 
1SS 50,000 256 2,000 

25S 

260 
1S1 162 
162 7,500 262 31,000 
197 8,000 

Directional - fl days @ 5 7.400 / D 199 44.400 299 

Insurance 57.600 

199 10,000 299 5,000 

Total Intangibles 1,022,700 202,400 

Abstracts / Legal Fees 
Surveys / Permits / Environmental 
Rlrjht-of-Way 

Location / Restoration 
Mob & Demob 
Transportation / Hauling / Barges 
Drilling / Completion Rig • Turnkey 
Drilling / Completion Rig • Day Rata 
Cementing • Material! / Services 
Drilling Mud / Completion Fluids 
Water 
Fuel 

Open Hole - Logging / Coring 
Engineering / Supervision 
Geological / Petrophysical Services 
Casing Services 
Supplies 

Drilling / Completion Overhead 
Equipment Rentals 
Surface Damages 
Silckllno / Swobbing 
Cased Hole - Logging / Perforating 
Stimulation - Materials / Services 
Colled Tubing - Materials / Services 
Chemicals - Other 
Gravel Pack - Materials / Services 
Bits - Drilling / Completion 
Treating 
Testing /Analysis 
Communications 
Labor 
P&A Expense 
Miscellaneous 

Contingencies 

Conductor Pipe 110 
Surface Casing 40on 133/8- J22..00 / It 121 8,800 
Intermediate Uner 4,600 fL 9 sir $15.00/It 122 89,000 
Drilling Uner 122 
Production Uner 12.000 It r 59.50 / ft 229 • 114,000 
Tle^ack 229 
Tubing 12.000 ft 2 7/B" S3.25/rl 227 39,000 
Downhole Equipment 231 20,000 
Artificial Uft Equipment 232 35,000 
Tree & Other Production Equipment 133 4,000 233 4,000 
Tanks 234 15,000 
Pipe, Fittings. Valves, etc. 23S 5.000 
Separators. Trenters, Heaters, etc. 236 5,000 

Total Tangibles 81,800 237,000 

Dry Hole Cost 1,104.500 
Completed Well Cost 1,535.900 

^AEERaVFA'ESt: 

Company ' Signature Title Dale 

IT IS RECOGNIZED THAT THE AMOUNTS HEREIN ARE ESTIMATES ONLY AND APPROVAL OF THIS AUTHORIZATION SHALL EXTEND TO THE ACTUAL. 
COSTS INCURRED IN CONDUCTING THE OPERATION SPECIFIED, WHETHER MORE OR LESS THAN THE AMOUNTS HEREIN SET OUT. 

f I 
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Steven W. Mom Oil and Qas 

March 14, 2001 

Paul Davis, Jr., SSP 
P.O. Box 871 
Midland, Texas 79702 

Re: Oil & Gas Lease Proposal, 
Lots 1, 2, 3, 4, S/2 N/2 (N/2) & SW/4 of Section 4 
T-17-S. R-38-E. N.M.P.M. 
Lea County, New Mexico 
Containing 471.84 net mineral acres, more or less 

Dear Mr. Davis: 

The Deed Records of Lea County, New Mexico indicate Paul Davis, Jr., SSP as the owner of an 
undivided 3/320 mineral interest under the above referenced property, being an undivided 4.42 net 
mineral acres. 

Please let this letter serve as an offer to lease all of the undivided mineral interest owned by Paul 
Davis, Jr., SSP in the above referenced property according to the terms listed below: 

• Three (3) year lease 
Paid Up 

• 3/16 Royalty 

• $75.00/acre bonus consideration 

Your consideration and prompt response in this matter would be greatly appreciated. Please feel free 
to contact me with any questions or concerns you may have at (915) 683-2449. 

Steven W. Horn 

SWH/ae 

P. 0. Box 2755 Midland, Zexas 79702 (915) 683-2449 



Steven W. Morn Oil and Qas 

October 15,2001 

CERTIFIED MAIL - RETURN RECEIPT REOUESTED 

Paul Davis, Jr., SSP 
P.O. Box 871 
Midland, Texas 79702 

Re: E.S. Schaap #1 
T-17-S. R-38-E. N.M.P.M. 
Section 4: Lots 3, 4 & S/2 NW/4 (NW/4) 
Lea Counry, New Mexico 
Containing 156.40 acres, more or less 

Dear Mr. Davis: 

Preston Exploration, LLC, hereby proposes the drilling of an approximate 12,000' Strawn test well at a location 
909 FNL & 2,310 FWL, Section 4, T-17-S, R-38-E, N.M.P.M., Lea County, New Mexico. Enclosed are two (2) 
copies of our AFE dated October 5, 2001. We propose that the spacing unit for the test well be Lot 3 (NE/4 
NW/4) containing approximately 38.08 acres. We intend to commence drilling operations before March 1, 2002. 

As the owner of an unleased mineral interest in the above referenced property, you are entitled to participate in the 
drilling of the proposed well. I f you wish to participate, please so indicate by signing and returning one copy of 
the enclosed AFE as soon as possible. We will prepare and forward for your review a proposed joint operating 
agreement. 

If you prefer not to participate in the proposed well, further to our previous conversations and/or correspondence, 
we again request a lease of your 3/320 mineral interest in the above referenced property (1.46625 net mineral 
acres) on the following terms: 

1. A bonus consideration of $250.00 per net mineral acre 
2. A 1/5 royalty 
3. Three (3) year primary term (paid-up) 

If the above lease terms are acceptable, please so advise as soon as possible and we will forward an oil and gas 
lease for your signature. Your early response to this proposal is appreciated. Please call me at (915) 683-2449 if 
you have any questions. 

Sincerel' 

Steven W. Horn 

SWH/ae 

Enclosures: 2 

P. O. Box 2755 Midland, Zexas 79702 (915) 683-2449 



PRESTON EXPLORATION, LLC 
AUTHORIZATION FOR EXPENDITURE 

Laasa ana wen rto. 

E. 3. Schaap 4 1 Northwest Knowles 
Are no, 

102001 
B Exploratory Well • Recompletion L injection • Other 
• Development Well • Workover • SWD 

IffiOriginal 
•Supplement 

County/Parish. State 

Lea County, NM 
Survey/Towns nip 

Sec 4 -T17S - R38E 
Unit Cascnotlon/MaasuTBd Location 

909' FNL & 2,310' FWL 
Projected TO 

12,000 

Drill and complete exploratory well to Strawn formation. 

INTANGIBLE. COSTS 

Descrioticn Drilling Completion 
Abstracts/ Legal Fees 101 500 201 
Surveys / Permits / Environmental 102 500 
Right - of - Way 103 
Location / Restoration 104 24,000 204 2,500 
Mob & Demob 105 45,000 205 
Transportation / Hauling / Barges 106 10,000 206 15,000 
Dnlling / Completion Rig - Turnkey 107 207 
Drilling / Completion Rig - Day Rata 42 Days @ $ 12,500 / D S. 10 days @ S 1,300 ID 108 525,000 208 18,000 
Cementing • Materials / Services 111 37,000 211 25,000 
Drilling Mud / Completion Fluids 112 40,000 212 
Water 113 15,000 213 3,000 
Fuel 114 214 
Open Hole - Logging / Coring 115 62,000 215 
Engineering / Supervision 116 31,500 216 8,400 
Geological / Petrophysical Services Mud Logging - 28 days @ $ 700 / D 117 19,600 
Casing Services 118 5,500 218 5,500 
Supplies 119 219 
Drilling / Completion Overhead 120 11,600 220 
Equipment Rentals 123 18,000 223 12,000 
Surface Damages 124 
Sllckllne,' Swabbing 228 
Cased Hole - Logging / Perforating 229 25,000 
Stimulation - Materials / Services 230 50,000 
Colled Tubing • Materials / Services 250 
Chemicals - Other 254 
Gravel Pack - Materials / Services 255 
Sits - Drilling / Completion 155 50,000 256 2,000 

Treating 258 
Testing / Analysis 260 
Communications 161 162 
Labor 162 7,500 262 31,000 

P 4 A Expense 197 8,000 

Miscellaneous Directional - 6 days (g S 7,400 / D 199 44,400 299 

Insurance 57,600 

Contingencies 199 10,000 299 5,000 

Tota l In tangib les 1,022,700 202.400 

, TANGIBLE. COSTS 
Conductor Pipe 110 
Surface Casing 400 tt 13 3/8" 522.00 / ft 121 8,800 
Intermediate Liner 4.800 ft. 9 578" 515.00/fl 122 69,000 
Drilling Liner 122 
Production Liner 12.COO ft 7" 39.50/ft 226 114,000 

Tie-Back 226 
Tubing 12,000 ft 2 7/8" 53.25 / ft 227 39,000 

Downhole Equipment 231 20,000 

Artificial Lift Equipment 232 35,000 

Tree & Other Production Equipment 133 4,000 233 4,000 

Tanks 234 15,000 

Pipe, Fittings. Valves, etc. 235 5,000 

Separators, Treaters, Heaters, etc. 236 5,000 

Total Tangibles 81,800 237,000 

Dry Hole C o s t 1,104,500 

Completed Well Cost 1.535,900 

APPROVALS. | 

Company Signature Title Oate 

IT IS RECOGNIZED THAT THE AMOUNTS HEREIN ARE ESTIMATES ONLY AND APPROVAL OF THIS AUTHORIZATION SHALL EXTEND TO THE ACTUAL 
COSTS INCURRED IN CONDUCTING THE OPERATION SPECIFIED. WHETHER MORE OR LESS THAN THE AMOUNTS HEREIN SET OUT. 



U.S. Postal Service 
CERTIFIED MAIL RECEIPT 
(Domestic Mail Only; No Insurance Coverage Provided) 
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Cert i f ied Fee 

Return Recefpt Fee 
(Endorsement Required) 

Restr icted Delivery Fee 
(Endorsement Required) 

Total P o s t a g e f i Fees 
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Postmark 

Here 

1 0 / 1 5 / 2 0 0 1 

Postage 

Cert i f ied Fee 

Return Recefpt Fee 
(Endorsement Required) 

Restr icted Delivery Fee 
(Endorsement Required) 

Total P o s t a g e f i Fees 

2 . 1 0 
Postmark 

Here 

1 0 / 1 5 / 2 0 0 1 

Postage 

Cert i f ied Fee 

Return Recefpt Fee 
(Endorsement Required) 

Restr icted Delivery Fee 
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Total P o s t a g e f i Fees 
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Postmark 

Here 

1 0 / 1 5 / 2 0 0 1 
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Cert i f ied Fee 

Return Recefpt Fee 
(Endorsement Required) 

Restr icted Delivery Fee 
(Endorsement Required) 

Total P o s t a g e f i Fees 

Postmark 

Here 

1 0 / 1 5 / 2 0 0 1 

Postage 

Cert i f ied Fee 

Return Recefpt Fee 
(Endorsement Required) 

Restr icted Delivery Fee 
(Endorsement Required) 

Total P o s t a g e f i Fees $ 3 . 9 4 

Postmark 

Here 

1 0 / 1 5 / 2 0 0 1 

Recipient's Name (Please Print Clearly) (to be completed by mailer) 

J r . , -SSP -

7 Q 7 n ? 
See Reverse for Instructiors.. 



SENDER: COMPLETE THIS SECTION COMPLETE THIS SECTION ON DELIVERY 

• Complete items 1, 2, and 3. Also complete 
item 4 if Restricted Delivery is desired. 

• Print your name and address on the reverse 
so that we can return the card to you. 

• Attach this card to the back of the mailpiece 
or on the front if space permits. 

1. Article Addressed to: 

Paul Davis, J r . , SSP 
P.O. Box 871 
Midland, Texas 7 

A. Received by (Please Print Clearly) B. Date of Delivery 

C. Signature 
• Agent 
• Addressee 

D. Is delivery address different from irem 1 ? • Yes 
If YES, enter delivery address below: j jp No 

I Service Type 

O Certified Mail • Express Mail 
• Registered • Return Receipt for Merchandise 
• Insured Mail • C.O.D. 

4. Restricted Delivery? (Extra Fee) • Yes 

2. Article Number (Copy from service label) 

7 o q q I 4 n n 0 0 1 6 5 9 6 4 12 55 
PS Form 3 8 1 1 , July 1999 Domestic Return Receipt 102595-00-M-0952 



Steven W. Mom 
•A 

Oil and Qas 

October 22, 2001 

CERTIFIED MAIL - RETURN RECEIPT REOUESTED 

Paul Davis, LTD 
P.O.Box 871 
Midland, Texas 79702 

Re: E.S. Schaap #1 
T-17-S. R-38-E. N.M.P.M. 
Section 4: Lots 3, 4 & S/2 NW/4 (NW/4) 
Lea County, New Mexico 
Containing 156.40 acres, more or less 

Dear Mr. Davis: 

Preston Exploration, LLC, hereby proposes the drilling of an approximate 12,000' Strawn test well at a location 
909 FNL & 2,310 FWL, Section 4, T-17-S, R-38-E, N.M.P.M., Lea County, New Mexico. Enclosed are two (2) 
copies of our AFE dated October 5, 2001. We propose that the spacing unit for the test well be Lot 3 (NE/4 
NW/4) containing approximately 38.08 acres. We intend to commence drilling operations before March 1, 2002. 

As the owner of an unleased mineral interest in the above referenced property, you are entitled to participate in the 
drilling of the proposed well. If you wish to participate, please so indicate by signing and returning one copy of 
the enclosed AFE as soon as possible. We will prepare and forward for your review a proposed joint operating 
agreement. 

If you prefer not to participate in the proposed well, further to our previous conversations and/or correspondence, 
we again request a lease of your 3/320 mineral interest in the above referenced property (1.46625 net mineral 
acres) on the following terms: 

1. A bonus consideration of $250.00 per net mineral acre 
2. A 1/5 royalty 
3. Two (2) year primary term (paid-up) 

If the above lease terms are acceptable, please so advise as soon as possible and we will forward an oil and gas 
lease for your signature. Your early response to this proposal is appreciated. Please call me at (915) 683-2449 if 
you have any questions. 

Steven W. Horn 

SWH/ae 

Enclosures: 2 

P. O. Box 2755 Midland, Zexas 79702 (915) 683-2449 



[ • 
i-RESTON EXPLORATION, L U , 

AUTHORIZATION FOR EXPENDITURE 
Laaia and Wall No. 

E. S. Schaap # 1 Northwest Knowles 
Ar-C (Id. 

102001 
Si Exploratory Well • Recompletion Ll Injection J Other ^Original 
• Development Well D Workover • SWD •Supplement 
County/Paran. Stata 

Lea County, NM 
SurwyTownsnip 

Sec 4 -T17S - R38E 
UnX D«9crlptloiVM«uur*d Location 

909' FNL & 2,310" FWL 
PreJMad TO 

12,000 
UticfWon ti wm 
Drill and complete exploratory we II to Strawn formation. 

agjfllNTANG.BE^^^ 

Description Drilling Completion 
fOf 500 201 
103 500 
103 

104 24,000 204 2,500 
105 45,000 205 
108 10,000 205 15,000 
107 207 

42 Days r$ 5 12.500/DS 10 days g 5 1.800/D 101 525,000 201 18,000 
111 37,000 211 25,000 
112 40,000 212 
113 15,000 213 3,000 
114 214 
115 82,000 215 
ue 31,500 216 8,400 

Mud Logging - 28 days @ 5 700 / D 117 19,600 
111 5,500 21i 5,500 
119 219 
120 n.eoo 220 
123 18,000 223 12,000 
124 

22S 
229 25,000 
230 50,000 
250 

254 

255 
156 50,000 256 2,000 

251 
260 

161 162 
152 7,500 262 31,000 
197 8,000 

Directional -13 days @ 5 7.400 / 0 199 44,400 299 

Insurance 57,600 

199 10,000 299 5,000 
Tota l In tang ib les 1,022,700 202,400 

Abstracts / Legal Fees 
Survays / Permits / Environmental 
Right-of -way 

Location / Restoration 

MobiOemob 
Transportation / Hauling / Barges 
Drilling / Completion Rig - Turnkey 
DrUAng / Completion Rig - Day Rata 
Cementing • Materials / Services 
Drilling Mud / Completion Fluids 
Water 
Fuel 

Open Hole - Logging / Coring 
Engineering / Supervision 
Geological / Petrophysical Services 
Casing Services 
Supplies 
Drilling / Completion Overhead 
Equipment Rentals 
Surface Damages 
SUckUne / Swabbing 
Cased Hole - Logging / Perforating 
Stimulation - Materials / Services 
Cofled Tubing - Materials / Services 
Chemicals - Other 
Gravel Pack - Materials / Services 
Bits - Drilling / Completion 
Treating 
Testing/Analysis 
Communications 
Labor 

P&A Expanse 
Miscellaneous 

Contingencies 

Conductor Pipe JfO 
Surface Casing 4oon 13 3/8" $22.00/ft 121 8.800 
Intermediate Liner 4.8O0 f t 9 5/8- S15.00/fl )22 89,000 
Drilling Uner f22 
Production Uner 12.000 n r 59.50 / ft 22S 114,000 
Tie-Back 228 
Tubing 12.000 It 2 7 / r 53.25/fl 227 39,000 
Downhole Equipment 231 20,000 
Artificial Lift Equipment 232 35,000 
Tree & Other Production Equipment 133 4,000 233 4,000 
Tanks 234 15,000 
Pipe, Fittings. Vafves, etc. 235 5.000 
Separators. Treefers. Heaters, etc. 236 5,000 

Tota l Tang ib les 81,800 237,000 

Dry Hole Cos t 1,104,500 

Completed Wel l Cost 1,535,900 

.APEROVAtlS, 

Company Signature Hoe Date 

IT IS RECOGNIZED THAT THE AMOUNTS HEREIN ARE ESTIMATES ONLY AND APPROVAL OF THIS AUTHORIZATION SHALL EXTEND TO THE ACTUAL. 
COSTS INCURRED IN CONDUCING THE OPERATION SPECIFIED, WHETHER MORE OR LESS THAN THE AMOUNTS HEREIN SET OUT. 

r i 



U.S. Postal Service 
CERTIFIED MAIL RECEIPT 
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Steven W. Morn Oil and Qas 

March 14, 2001 

Lyle B. Gallivan & Mary Boxell Gallivan, 
as Joint Tenants with Right of Survivorship 
8270 W. 4 t h Avenue 
Lakewood, CO 80226 

Re: Oil & Gas Lease Proposal, 
Lots 1, 2, 3, 4, S/2 N/2 (N/2) & SW/4 of Section 4 
T-17-S. R-38-E. N.M.P.M. 
Lea County, New Mexico 
Containing 471.84 net mineral acres, more or less 

Dear Mr. & Ms. Gallivan: 

The Deed Records of Lea County, New Mexico indicate Lyle B. Gallivan & Mary Boxell Gallivan, as 
Joint Tenants with Right to Survivorship of an undivided 10.9375% of 1/160 mineral interest under 
the above referenced property, being an undivided .32255 net mineral acres. 

Please let this letter serve as an offer to lease all of the undivided mineral interest owned by Lyle B. 
Gallivan & Mary Boxell Gallivan in the above referenced property according to the terms listed 
below: 

Your consideration and prompt response in this matter would be greatly appreciated. Please feel free 
to contact me with any questions or concerns you may have at (915) 683-2449. 

Resp€cJfully, 

• Three (3) year lease 
Paid Up 

• 3/16 Royalty 

• $75.00/acre bonus consideration 

Steven W. Horn 

SWH/ae 

P. O. Box 2755 Midland, Zexas 79702 (915) 683-2449 



Steven W. Mom Oil and Qas 

October 15, 2001 

CERTIFIED MAIL - RETURN RECEIPT REQUESTED 

Lyle B. Gallivan & Mary Boxell Gallivan, 
as Joint Tenants with Right of Survivorship 
8270 W. 4* Avenue 
Lakewood, CO 80226 

Re: E.S. Schaap #1 
T-17-S. R-38-E. N.M.P.M. 
Section 4: Lots 3, 4 & S/2 NW/4 (NW/4) 
Lea County, New Mexico 
Containing 156.40 acres, more or less 

Dear Mr. & Mrs. Gallivan: 

Preston Exploration, LLC, hereby proposes the drilling of an approximate 12,000' Strawn test well at a location 
909 FNL & 2,310 FWL, Section 4, T-17-S, R-38-E, N.M.P.M., Lea County, New Mexico. Enclosed are two (2) 
copies of our AFE dated October 5, 2001. We propose that the spacing unit for the test well be Lot 3 (NE/4 
NW/4) containing approximately 38.08 acres. We intend to commence drilling operations before March 1, 2002. 

As the owner of an unleased mineral interest in the above referenced property, you are entitled to participate in the 
drilling of the proposed well. I f you wish to participate, please so indicate by signing and returning one copy of 
the enclosed AFE as soon as possible. We will prepare and forward for your review a proposed joint operating 
agreement. 

If you prefer not to participate in the proposed well, further to our previous conversations and/or correspondence, 
we again request a lease of your 10.9375% of 1/160 mineral interest in the above referenced property (.10691 net 
mineral acres) on the following terms: 

1. A bonus consideration of $250.00 per net mineral acre 
2. A 1/5 royalty 
3. Three (3) year primary term (paid-up) 

If the above lease terms are acceptable, please so advise as soon as possible and we will forward an oil and gas 
lease for your signature. Your early response to this proposal is appreciated. Please call me at (915) 683-2449 if 
you have any questions. 

Steven W. Horn 

SWH/ae 

Enclosures: 2 

P. O. Box 2755 Midland, Zexas 79702 (915) 683-2449 



PRESTON EXPLORATION, LLC 
.AUTHORIZATION FOR EXPENDITURE 

L»ias» ana Wall PJQ. jPraspdcI ~ *— 
E. S. Schaap # 1 Northwest Knowles 

Al-cno 

102001 
Si Exploratory Well • Recompletion U Injection • other 
• Development Well C Workover • SWD 

tkiOriginal 
•Supplement 

Coumy/Panari, State 
Lea County, NM 

Survey/Townsmp 
Sec 4 - T17S - R38E 

Unit • es erf pi iortf Measured Location 
909' FNL & 2,310' FWL 

Projected TO 
12,000 

jaacnooon oi worn 
Drill and complete exploratory well to Strawn formation. 

INTANGIBLE COSTS 

Description Drilling Completion 
Abstracts / Legal Pees 101 500 201 
Surveys / Permits / Environmental 102 500 
Right-of-Way 103 
Location / Restoration 104 24,000 204 2,500 
Mob & Demob 105 45,000 205 
Transportation / Hauling / Barges 106 10,000 206 15,000 
Drilling / Completion Rig - Turnkey 107 207 
Orilllng / Completion Rig - Day Rale 42 Days © 5 12.500 / D & 10 days @ 5 1 300 / D 106 525,000 203 18,000 
Cementing - Matehals / Services 111 37,000 211 25,000 
Orilllng Mud / Completion Fluids 112 40,000 212 
water 113 15,000 213 3,000 
Fuel 114 214 
Open Hole - Logging / Coring 115 52,000 215 
Engineering / Supervision 116 31,500 216 8.400 

Geological / Pelropriysical Services Mud Logging - 28 days @ S 700 / D 117 19,600 
Casing Services 116 5,500 218 5,500 
Supplies 119 219 
Dnlling / Completion Overhead 120 11,600 220 
Equipment Rentals 123 18,000 223 12,000 
Surface Damages 124 
Silekline / Swabbing 228 
Cased Hole - Logging / Perforating 229 25,000 
Stimulation - Materials / Services 230 50,000 

Coiled Tubing • Materials / Services 250 
Chemicals - Other 254 
Gravel Pack - Materials / Services 255 
Bits - Drilling / Completion 156 50,000 256 2,000 

Treating 258 
Testing / Analysis 260 
Communications 161 162 
Labor 162 7,500 262 31,000 

P i A Expense 197 8,000 

Miscellaneous Directional - S days @ S 7,400 / D 199 44,400 299 

Insurance 57.600 

Contingencies 199 10,000 299 5,000 

Total In tang ib les 1,022,700 202,400 

TANGIBLE. COSTS 

Conductor Pipe 110 
Surface Casing 400 ft 13 3/B" S22.00 / fl 121 8,800 
Intermediate Uner 4.600 ft. 9 5/8" $15.00 / fl 122 69,000 
Drilling Liner 122 
Production Liner 12.000 n 7" 59.50 / ft 226 114,000 

Tie-Back 226 
Tubing 12,000 ft 2 7/8" 53.25 / ft 227 39,000 

Downhole Equipment 231 20,000 

Artificial Lift Equipment 232 35,000 

Tree & Other Production Equipment 133 4,000 233 4,000 

Tanks 234 15,000 

Pipe, Fittings. Valves, etc. 235 5,000 

Separators, Treaters, Heaters, etc. 236 5,000 

Total Tangibles 81,800 237,000 

Dry Hole Cost I 1,104,500 

Completed Wel l Cost | 1,535,900 

APPROVALS 

Company Signature Title Data 

IT IS RECOGNIZED THAT THE AMOUNTS HEREIN ARE ESTIMATES ONLY AND APPROVAL OF THIS AUTHORIZATION SHALL EXTEND TO THE ACTUAL 
COSTS INCURRED IN CONDUCTING THE OPERAVCN SPECIFIED, WHETHER MORE OR LESS THAN THE AMOUNTS HEREIN SET OUT. 
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U.S. Postal. Service 
CERTIFIED MAIL RECEIPT 
(Domestic Mail. Only; Na Insurance Coverage Provided) 

Postage 

Certified Fee 

Return Receipt Fee 
(Endorsement Required) 

Restricted Delivery "ee 
(Endorsement Required) 

Total Postage & Fees 

s . 3 4 

Postmark 
Here 

1 0 / 1 5 / 2 0 0 1 

Postage 

Certified Fee 

Return Receipt Fee 
(Endorsement Required) 

Restricted Delivery "ee 
(Endorsement Required) 

Total Postage & Fees 

2 . 1 0 
Postmark 

Here 

1 0 / 1 5 / 2 0 0 1 

Postage 

Certified Fee 

Return Receipt Fee 
(Endorsement Required) 

Restricted Delivery "ee 
(Endorsement Required) 

Total Postage & Fees 

1 . 5 0 
Postmark 

Here 

1 0 / 1 5 / 2 0 0 1 

Postage 

Certified Fee 

Return Receipt Fee 
(Endorsement Required) 

Restricted Delivery "ee 
(Endorsement Required) 

Total Postage & Fees 

Postmark 
Here 

1 0 / 1 5 / 2 0 0 1 

Postage 

Certified Fee 

Return Receipt Fee 
(Endorsement Required) 

Restricted Delivery "ee 
(Endorsement Required) 

Total Postage & Fees $ 3 . 9 4 

Postmark 
Here 

1 0 / 1 5 / 2 0 0 1 

Recipients Name (Please Print Clearly/ (to be completed by mailer) 

L y l e & Mary G a l l i y a n 
"slreeY.'Ap^Yii'oTor'PO Box fio. 

8270 W. 4th..Avenue 
'Ciiy'State, ZIP-4 

Lakewood, CO 80226 PSFomr3aOOi February 2000. -':;;«V:',..::f i Sea. Reverse (or Instructions; 



SENDER: COMPLETE THIS SECTION I COMPLETE THIS SECTION ON DELIVERY 

Complete items 1, 2, and-37 Also complete 
item 4 if Restricted Delivery is desired. 
Print your name and address on the reverse 
so that we can return the card to you. 
Attach this card to the back of the mailpiece, 
or on the front if space permits. 

1. Article Addressed to: 

L y l e & Mary G a l l i v a n 
;8270 W. 4 t h Avenue 
Lakewood, CO 80226 

A. Received by (Pleast 

111 
j Print Cl sarly) B. Date of Delivei 

C. SiUalure 

x Id iv 
1 > _^ • Agent 

M f D ~ • Addresse 
D. Is delivery address c 

If YES, enter deliver 

Iftar^ntlrom item 1 ? • Yes 

y address below: No 

3. Service Type 
^^Certif ied Mail • Express Mail 

• Registered • Return Receipt for Merchandis 
• Insured Mail • C.O.D. 

4. Restricted Delivery? (Extra Fee) • y e s 

2. Article Number (Copy from service label) 

7099 3400 001 6 "5.964,, 1 347 
PS Form 3 8 1 1 , July 1999 J^pmestic Return Receipt 102595-00-M-0952 



Steven W. Mom Oil and Qas 

October 22, 2001 

CERTIFIED MAIL - RETURN RECEIPT REOUESTED 

Lyle B. Gallivan & Mary Boxell Gallivan, 
as Joint Tenants with Right of Survivorship 
8270 W. 4 t h Avenue 
Lakewood, CO 80226 

Re: E.S. Schaap #1 
T-17-S. R-38-E. N.M.P.M. 
Section 4: Lots 3, 4 & S/2 NW/4 (NW/4) 
Lea County, New Mexico 
Containing 156.40 acres, more or less 

Dear Mr. & Mrs. Gallivan: 

Preston Exploration, LLC, hereby proposes the drilling of an approximate 12,000' Strawn test well at a location 
909 FNL & 2,310 FWL, Section 4, T-17-S, R-38-E, N.M.P.M., Lea County, New Mexico. Enclosed are two (2) 
copies of our AFE dated October 5, 2001. We propose that the spacing unit for the test well be Lot 3 (NE/4 
NW/4) containing approximately 38.08 acres. We intend to commence drilling operations before March 1, 2002. 

As the owner of an unleased mineral interest in the above referenced property, you are entitled to participate in the 
drilling of the proposed well. If you wish to participate, please so indicate by signing and returning one copy of 
the enclosed AFE as soon as possible. We will prepare and forward for your review a proposed joint operating 
agreement. 

If you prefer not to participate in the proposed well, further to our previous conversations and/or correspondence, 
we again request a lease of your 10.9375% of 1/160 mineral interest in the above referenced property (.10691 net 
mineral acres) on the following terms: 

1. A bonus consideration of $250.00 per net mineral acre 
2. A 1/5 royalty 
3. Two (2) year primary term (paid-up) 

If the above lease terms are acceptable, please so advise as soon as possible and we will forward an oil and gas 
lease for your signature. Your early response to this proposal is appreciated. Please call me at (915) 683-2449 if 
you have any questions. 

Steven W. Horn 

SWH/ae 

Enclosures: 2 

P. O. Box 2755 Midland, Zexas 79702 (915) 683-2449 



rRESTOM EXPLORATION, LL^ 
AUTHORIZATION FOR EXPENDITURE 

Liat* and VV«U NO. 

E. S. Schaap # 1 
i-Ttupecl — 

N o r t h w e s t K n o w l e s 
A*-C no. 

102001 
4»1 Exploratory Well • Recomoletlon U Injection • Other 
• Development Well • Workover • SWD 

ISJOriglnal 
•Supplement 

Couftfy/Pamn, 5Uda 

Lea Coun ty , NM 
Surwy/Townamp 

Sec 4 - T 1 7 S - R38E 
L/nJt 0«crtptiorVMf^ur»<l Location : 1 

909' F N L & 2,310" F W L 
Projaaad TD 

12,000 

Dri l l and c o m p l e t e e x p l o r a t o r y w e l l t o S t rawn f o r m a t i o n . 

Description Drilling Completion 
Abitrscts / Legal F e u tot 500 201 
Surveys / Permit] / Environmental >02 500 
Right-of-Way 103 
Location / Restoration 104 24,000 204 2,500 
Mob t. Demob 10S 45,000 205 
Transportation / Hauling / Barges loe 10,000 206 15,000 
OriMng / Completion Rig • Turnkey 107 207 
DrUnng /Completion Rig - Day Rate 42 Days @) S 12,500/ D & 10 days Q J 1,800/ D ioa 525,000 206 18.000 
Cementing - Materials / Services m 37,000 211 25,000 
Drilling Mud / Completion Fluids 112 40,000 212 
Water 113 15,000 213 3,000 
Fuel 114 214 
Open Hole - Logging / Coring 115 62,000 215 
Engineering / Supervision 116 31,500 216 8.400 
Geological / Petrophysical Services Mud Logging - 23 days (g J 700 /D 117 19,600 
Casing Services 111 5,500 213 5,500 
Supplies 119 219 
Drilling / Completion Overhead 120 11,600 220 
Equipment Rentals 123 18.000 223 12,000 
Surface Damages 124 
SllckDne / Swabbing 226 
Cued Hole - Logging / Perforating 229 25,000 
Stimulation • Materials / Services 230 50,000 
CoSed Tubing - Materials / Services 250 
Chemicals • Other 254 
Gravel Pack - Materials / Services 255 
Bits - Orilllng / Completion 15S 50,000 256 2,000 
Treating 256 
Testing/Analysis 260 
Communications 161 162 
Labor 162 7,500 262 31,000 
P 4 A Expense 1)7 8,000 
Miscellaneous Directional - 8 days ® S 7.400 / D in 44,400 299 

Insurance 57,600 

Contingencies 199 10,000 299 5,000 
Total Intangible* 1,022,700 202,400 

Conductor Pipe 110 
Surface Casing 400 ft 13 3/8" $22.00/ft f2f 8,800 
Intermediate Uner 4.600 f t 9 5/8" J15.00/ft T22 69,000 
Drilling Uner f22 
Production Uner 12.000 ft r S9.50 / ft 228 • 114,000 
Tie-Back 22S 
Tubing 12,000 fl 2 7/8" 53-25/ft 227 39,000 
Downhole Equipment 231 20,000 
Artificial Uft Equipment 232 35,000 
Tree 1 Other Production Equipment 133 4,000 233 4,000 
Tanks 234 15,000 
Pipe. Fittings. Valves, etc 235 5,000 
Separators. Treaters, Heaters, etc. 236 5,000 

Total Tangibles 81,800 237,000 

Dry Hole Cost 1,104,500 
Completed Well Cost 1,535,900 

^ABEHQffflESi&,;- ;^ 

Company Signature Title Dale 

IT IS RECOGNIZED THA T THE AMOUNTS HEREIN ARE ESTIMATES ONLY AND APPR OVAL OF THIS A UTHORIZA TION SHALL EXTEND TO THE A CTUAL. 
COSTS INCURRED IN CONDUCTING THE OPERAVON SPECIFIED, WHETHER MORE OR LESS THAN THE AMOUNTS HEREIN SET OUT. 



IU.S. Postal Service 
CERTIFIED MAIL RECEIPT 
(Domestic Matt Only; No Insurance Coverage Provided) 
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Steven W. Morn Oil and Qas 

March 14, 2001 

Alan R. Hannifin 
518 17th Street, Suite 540 
Denver, CO 80202 

Re: Oil & Gas Lease Proposal, 
Lots 1, 2, 3, 4, S/2 N/2 (N/2) & SW/4 of Section 4 
T-17-S. R-38-E. N.M.P.M. 
Lea County, New Mexico 
Containing 471.84 net mineral acres, more or less 

Dear Mr. Hannifin: 

The Deed Records of Lea County, New Mexico indicate Alan R. Hannifin as the owner of an 
undivided 10.9375% of 1/160 mineral interest under the above referenced property, being an 
undivided .32255 net mineral acres. 

Please let this letter serve as an offer to lease all ofthe undivided mineral interest owned by Alan R. 
Hannifin in the above referenced property according to the terms listed below: 

Your consideration and prompt response in this matter would be greatly appreciated. Please feel free 
to contact me with any questions or concerns you may have at (915) 683-2449. 

• Three (3) year lease 
Paid Up 

• 3/16 Royalty 

• $75.00/acre bonus consideration 

Steven W. Horn 

SWH/ae 

P. O. Kox 2755 Midland, Zcxas 79702 (915) 683-2449 



Steven W. Morn Oil and Qas 

October 15, 2001 

CERTIFIED MAIL - RETURN RECEIPT REQUESTED 

Alan R. Hannifin 
518 n * Street, Suite 540 
Denver, CO 80202 

Re: E.S. Schaap #1 
T-17-S. R-38-E. N.M.P.M. 
Section 4: Lots 3, 4 & S/2 NW/4 (NW/4) 
Lea County, New Mexico 
Containing 156.40 acres, more or less 

Dear Mr. Hannifin: 

Preston Exploration, LLC, hereby proposes the drilling of an approximate 12,000' Strawn test well at a location 
909 FNL & 2,310 FWL, Section 4, T-17-S, R-38-E, N.M.P.M., Lea County, New Mexico. Enclosed are two (2) 
copies of our AFE dated October 5, 2001. We propose that the spacing unit for the test well be Lot 3 (NE/4 
NW/4) containing approximately 38.08 acres. We intend to commence drilling operations before March 1, 2002. 

As the owner of an unleased mineral interest in the above referenced property, you are entitled to participate in the 
drilling of the proposed well. I f you wish to participate, please so indicate by signing and returning one copy of 
the enclosed AFE as soon as possible. We will prepare and forward for your review a proposed joint operating 
agreement. 

I f you prefer not to participate in the proposed well, further to our previous conversations and/or correspondence, 
we again request a lease of your 10.9375% of 1/160 mineral interest in the above referenced property (.10691 net 
mineral acres) on the following terms: 

1. A bonus consideration of $250.00 per net mineral acre 
2. A 1/5 royalty 
3. Three (3) year primary term (paid-up) 

If the above lease terms are acceptable, please so advise as soon as possible and we will forward an oil and gas 
lease for your signature. Your early response to this proposal is appreciated. Please call me at (915) 683-2449 if 
you have any questions. 

SWH/ae 

Enclosures: 2 

P. O. Box 2755 Midland, Zexas 79702 (915) 683-2449 



1 . 1 — 

1 PRESTON EXPLORATION, LLC 
AUTHORIZATION FOR EXPENDITURE 

Laa&a ana well No. .(-rasped 
E. S. Schaap 4 1 Northwest Knowles 

At-c no, 
102001 

3 Exploratory Well • Recompiewcn U Injection • Other 
• Development Well • Workover C SWD 

HOriginal 
•Supplement 

CQujuy/Parisil. Stata 
Lea County, NM 

Survey/Townsnrp 
Sec 4 - T17S - R38E 

Unit Description/Measured Location 
909' FNL & 2,310" FWL 

ProlBded TO 

12,000 

Drill and complete excloraton/ well to Strawn formation. 

Descnption Drilling Completion 
Abstracts / Lagal Fees 101 500 201 
Surveys / Permits / Environmental 102 500 
Right-of-Way 103 
Location / Restoration 104 24,000 204 2.500 
Mob & Demob 105 45,000 205 
Transportation / Hauling / Barges 105 10,000 206 15,000 
Drilling / Completion Rig - Turnkey 107 207 
Drilling / Completion Rig - Day Rate 42 Days @ 5 12.500 / D 4 10 days @ 3 1,300 / D 708 525,000 208 18,000 
Cementing - Materials / Services 111 37,000 277 25,000 
Drilling Mud 1 Completion Fluids 112 40,000 212 
Water 113 15,000 213 3,000 
Fuel 114 214 
Open Hole - Logging J Coring 115 62,000 215 
Engineering / Supervision 116 31,500 216 3,400 
Geological / Petrophysical Services Mud Logging - 28 days © S 700 / D 117 19,600 
Casing Services 113 5,500 213 5,500 
Supplies 119 219 
Drilling / Completion Overhead 120 11,600 220 
Equipment Rentals 123 18,000 223 12,000 
Surface Damages 124 
Slickllne / Swabbing 228 
Cased Hole - Logging / Perforating 229 25,000 
Stimulation - Materials / Services 230 50,000 
Coiled Tubing - Materials / Services 250 
Chemicals - Other 254 
Gravel Pack - Materials / Services 255 
Bits - Drilling / Completion 156 50,000 255 2,000 
Treating 258 
Testing / Analysis 260 
Communications 161 162 
Labor 162 7,500 262 31,000 
P i A Expense 137 8,000 
Miscellaneous Directional - 6 days @ S 7,400 / D 199 44,400 299 

Insurance 57,600 

Contingencies 199 10,000 299 5,000 

Total Intangibles 1,022,700 202,400 

TANGIBLE. COSTS 

Conductor Pipe 110 
Surface Casing 400 ft 13 3/8" S22.00 1 fl 121 3,800 

Intermediate Uner 4,600 ft. 9 5/8" 315.00/ fl 122 69,000 
Drilling Liner 122 
Production Liner 12.000 fl T " 39.50/ft 22S 114,000 

Tie-Back 22S 
Tubing 12,000 ft 2 7/8" 53.25 /ft 227 39,000 

Downhole Equipment 231 20,000 

Artificial Lift Equipment 232 35,000 

Tree & Other Production Equipment 133 4,000 233 4,000 

Tanks 234 15,000 

Pipe, Fittings, Valves, etc. 235 5,000 

Separators, Treaters, Heaters, etc. 23S 5,000 

Total Tang ib les 81,800 237,000 

Dry Hole C o s t 1,104,500 

Comple ted Wel l Cos t 1,535.900 

APPROVALS, 

Company Signature Title Date 

IT IS RECOGNIZED THAT THE AMOUNTS HEREIN ARE ESTIMATES ONLY AUD APPROVAL OF THIS AUTHORIZATION SHALL EXTEND TO THE ACTUAL 

COSTS INCURRED IN CONDUCTING THE OPERATION SPECIFIED, WHETHER MORE OR LESS THAN THE AMOUNTS HEREIN SETOUT. 



U.S. Postal Service 
CERTIFIED MAIL RECEIPT 

i (Domestic Mail Only; No Insurance Coverage Provided) 

ru 

_n Postage S 34 
cr 
LTI 

Certified Fee 2 . 1 0 
Postmark 

_D Return Receipt Fee 
(Endorsement Required) 1 . 50 

Here 

D
D

 

Restricted Delivery Fee 
(Enaorsement Required) 

10 /15 /2001 

O
D

 Total Postage & Fees $ 3. 94 

• r 

I Recipient's Name (Please Print Clearly) (to be completed by mailer) 

% ^ P r R ^ . : , H a r i ^ i f i n 
1518 1 7 t h S t r e e t , S u i t e 540 
f c T t / ' S t a ' f e ' Z I P i ' 4 " " 

Denver , CO 80202 
PaFomSBOOfRebruafytaOOOi' . See Reverse for.lnstructions 



SENDER: COMPLETE THIS SECTION COMPLETE THIS SECTION ON DELIVERY 

• Complete items 1, 2i;?nd 3. Also complete 
item 4 if Restricted Delivery is desired. 

• Print your name and address on the reverse 
so that we can return the card to you. 

• Attach this card to the back of the mailpiece, 
or on the front if space permits. 

A. Received by (Please Print Clearly) B. Date of Delivery • Complete items 1, 2i;?nd 3. Also complete 
item 4 if Restricted Delivery is desired. 

• Print your name and address on the reverse 
so that we can return the card to you. 

• Attach this card to the back of the mailpiece, 
or on the front if space permits. 

C. Signature / f S 

/ / y y u A 9 e n t 

< £ > ^ ^ ' / » • Addressee 

1. Article Addressed to: 

A l a n R. H a n n i f i n 

5 1 8 1 7 t h S t r e e t , S t e 5 4 0 
D e n v e r , CO 8 0 2 0 2 

D. Is delivery aefciflss different from item 1 ? • Yes 
If YES, erfter delivery address below: No 

3. Service Type 

$ Certified Mail • Express Mail 

• Registered • Return Receipt for Merchandise 
• Insured Mail • C.O.D. 

4. Restricted Delivery? (Extra Fee) • yes 

2. Article Number (Copy from service label) 

7099 3400 001 6 5964. 1 224 
PS T o r m 3 8 1 1 /July 1999 Domestic Return Receipt 102595-00-M-0952 \ 



Steven W. Mom Oil and Qas 

October 22, 2001 

CERTIFIED MAIL - RETURN RECEIPT REOUESTED 

Alan R. Hannifin 
518 17th Street, Suite 540 
Denver, CO 80202 

Re: E.S. Schaap #1 
T-17-S. R-38-E. N.M.P.M. 
Section 4: Lots 3, 4 & S/2 NW/4 (NW/4) 
Lea County, New Mexico 
Containing 156.40 acres, more or less 

Dear Mr. Hannifin: 

Preston Exploration, LLC, hereby proposes the drilling of an approximate 12,000' Strawn test well at a location 
909 FNL & 2,310 FWL, Section 4, T-17-S, R-38-E, N.M.P.M., Lea County, New Mexico. Enclosed are two (2) 
copies of our AFE dated October 5, 2001. We propose that the spacing unit for the test well be Lot 3 (NE/4 
NW/4) containing approximately 38.08 acres. We intend to commence drilling operations before March 1, 2002. 

As the owner of an unleased mineral interest in the above referenced property, you are entitled to participate in the 
drilling of the proposed well. If you wish to participate, please so indicate by signing and returning one copy of 
the enclosed AFE as soon as possible. We will prepare and forward for your review a proposed joint operating 
agreement. 

If you prefer not to participate in the proposed well, further to our previous conversations and/or correspondence, 
we again request a lease of your 10.9375% of 1/160 mineral interest in the above referenced property (.10691 net 
mineral acres) on the following terms: 

1. A bonus consideration of $250.00 per net mineral acre 
2. A 1/5 royalty 
3. Two (2) year primary term (paid-up) 

If the above lease terms are acceptable, please so advise as soon as possible and we will forward an oil and gas 
lease for your signature. Your early response to this proposal is appreciated. Please call me at (915) 683-2449 if 
you have any questions. 

Steven W. Horn 

SWH/ae 

Enclosures: 2 

P. O. %0X 2755 Midland, Zexas 79702 (915) 683-2449 



r^ESTON EXPLORATION, LL^ 
AUTHORIZATION FOR EXPENDITURE 

L i n t and wad NO. 

E. S. Schaap # 1 Northwest Knowles 
Afcno . 

102001 
Exploratory Well Pi Recomnietlon U Injection • Otner 

• Development Well • Workover • SWD 
^Original 
•Supplement 

Cauftiy/Paran. SUU 

Lea County. NM 
I u j j an jm Ai UUAIU 

SiHvay/Townanlp 

Sec 4 -T17S - R38E 
Un* OucrtpUon/Uusurad Location 

909" FNL & 2,310' FWL 
Pnijociad TO 

12,000 

Drill and complete exploratory well to Strawn formation. 

i:'X\BlNn/ANGIB^ 

Description Drilling Completion 
101 500 20t 
102 500 

103 

IM 24,000 204 2.500 
105 45,000 205 
10S 10,000 205 15,000 
107 207 

42 Days Q S 12.500 / 0 4 10 days © J 1.B00/D 10$ 525,000 201 18.000 

m 37,000 211 25.000 
112 40,000 212 
113 15,000 213 3.000 

114 214 

115 62,000 215 

ue 31,500 215 S.400 

Mud Logging - 28 days ® S 700 / D 117 19,800 

111 5,500 211 5,500 

119. 219 
120 11,600 220 
123 18,000 223 12,000 

124 

22) 
229 25,000 

230 50,000 

250 

254 

255 

ise 50,000 255 2,000 

259 

260 

151 162 

152 7,500 262 31,000 

197 8,000 

Directional - 6 days ® S 7,400 / D 199 44,400 299 

Insurance 57,600 

199 10,000 299 5,000 

Total Intangibles 1,022.700 202.400 

Abstracts / Legal Fees 
Surveys / Permits / Environmental 

Right-of-way 
Location / Restoration 
Mob 4 Demob 

Transportation I Hauling / Barges 
Drilling / Completion Rig - Turnkey 
Offline / Completion Rig - Day Rata 
Cementing - Materials / Services 
Drilling Mud / Completion Fluids 
Water 
Fuel 

Open Hole - Logging / Coring 
Engineering / Supervision 
Geological / Petrophysical Services 
Casing Services 
Supplies 
Drilling / Completion Overhead 
Equipment Rentals 
Surface Damages 
SUdtDne / Swobbing 
Ceied Hole - Logging / Perforating 
Stimulation - Materials / Services 
Colled Tubing - Materials / Services 
Chemicals - Other 
Gravel Pack - Materials / Services 
Bits - Drilling / Completion 
Treating 
Testing / Analysis 
Comrnunlcatloni 
Labor 

P&A Expense 
Miscellaneous 

Contingencies 

<'.••:••• 
Conductor Pipe tfO 
Surface Casing 400 ft 13 3/8" $22.00 in 121 8,800 
Intermediate Uner 4,800 ft. 9 5/8- $15.00 in 122 69,000 
Drilling Uner 122 
Production Uner 12.000 ft r S9.50/ft 22d • 114,000 
Tie-Back 228 
Tubing 12.000 ft 2 7/6- $3.25 / f t 227 39,000 
Downhole Equipment 231 20,000 
Artificial Lift Equipment 232 35,000 
Tree 4 Other Production Equipment 133 4,000 233 4,000 
Tanks 234 15,000 
Pipe. Fittings. Valves, etc. 235 5,000 
Separators. Treaters, Heaters, etc. 236 5,000 

Tota l Tangib les 81,800 237,000 

Dry Hole C o s t 1,104,500 

Comple ted Wel l Cost 1,535,900 

Company Signature 

IT IS RECOGNIZED THAT THE AMOUNTS HEREIN ARE ESTIMATES ONLY ANO APPROVAL OF THIS AUTHORIZATION SHALL EXTEND TO THE ACTUAL. 

COSTS INCURRED IN CONDUCTING THE OPERA TION SPECIFIED, WHETHER MORE OR LESS THAN THE AMOUNTS HEREIN SET OUT. 
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Steven W. Morn Oil and Qas 

March 14, 2001 

Shawn P. Hannifin 
518 17th Street, Suite 540 
Denver, CO 80202 

Re: Oil & Gas Lease Proposal, 
Lots 1, 2, 3, 4, S/2 N/2 (N/2) & SW/4 of Section 4 
T-17-S. R-38-E. N.M.P.M. 
Lea County, New Mexico 
Containing 471.84 net mineral acres, more or less 

Dear Mr. Hannifin: 

The Deed Records of Lea County, New Mexico indicate Shawn P. Hannifin as the owner of an 
undivided 10.9375% of 1/160 mineral interest under the above referenced property, being an 
undivided .32255 net mineral acres. 

Please let this letter serve as an offer to lease all of the undivided mineral interest owned by Shawn P. 
Hannifin in the above referenced property according to the terms listed below: 

Your consideration and prompt response in this matter would be greatly appreciated. Please feel free 
to contact me with any questions or concerns you may have at (915) 683-2449. 

Respelpully, 

• Three (3) year lease 
Paid Up 

• 3/16 Royalty 

• $75.00/acre bonus consideration 

SWH/ae 

P. O. Kox 2755 Midland, Zexas 79702 (915) 683-2449 



Steven W. Morn Oil and Qas 

October 15, 2001 

CERTIFIED MAIL - RETURN RECEIPT REOUESTED 

Shawn P. Hannifin 
518 17th Street, Suite 540 
Denver, CO 80202 

Re: E.S. Schaap #1 
T-17-S, R-38-E. N.M.P.M. 
Section 4: Lots 3, 4 & S/2 NW/4 (NW/4) 
Lea County, New Mexico 
Containing 156.40 acres, more or less 

Dear Mr. Hannifin: 

Preston Exploration, LLC, hereby proposes the drilling of an approximate 12,000' Strawn test well at a location 
909 FNL & 2,310 FWL, Section 4, T-17-S, R-38-E, N.M.P.M., Lea County, New Mexico. Enclosed are two (2) 
copies of our AFE dated October 5, 2001. We propose that the spacing unit for the test well be Lot 3 (NE/4 
NW/4) containing approximately 38.08 acres. We intend to commence drilling operations before March 1, 2002. 

As the owner of an unleased mineral interest in the above referenced property, you are entitled to participate in the 
drilling of the proposed well. I f you wish to participate, please so indicate by signing and rewrning one copy of 
the enclosed AFE as soon as possible. We will prepare and forward for your review a proposed joint operating 
agreement. 

I f you prefer not to participate in the proposed well, further to our previous conversations and/or correspondence, 
we again request a lease of your 10.9375% of 1/160 mineral interest in the above referenced property (.10691 net 
mineral acres) on the following terms: 

1. A bonus consideration of $250.00 per net mineral acre 
2. A 1/5 royalty 
3. Three (3) year primary term (paid-up) 

If the above lease terms are acceptable, please so advise as soon as possible and we will forward an oil and gas 
lease for your signature. Your early response to this proposal is appreciated. Please call me at (915) 683-2449 if 
you have any questions. 

Steven W. Horn 

SWH/ae 

Enclosures: 2 

P. O. Eox 2755 Midland, Zexas 79702 (915) 683-2449 



PRESTON EXPLORATION, LLC 
AUTHORIZATION FOR EXPENDITURE 

una wen NO. 

E. S. Schaap # J. 
rfospact 

Northwest Knowles 
Ahc 110. 

102001 
H Exploratory Well • Recompletion L i Injection • Other 

• Development Well • Workover • SWC 
HOriginai 
•Supplement 

Counly/Pansn, Stats 

Lea County, NM 
Survey/Towns nip 

Sec 4 -T17S - R38E 
Unit Dascnptlort/Maasursd Location 

9091 FNL & 2,310' FWL 
Prajacled TD 

12,000 

Drill and complete exoloratorv well to Strawn formation. 

INTANGIBLE COSTS 

OescnDtion Drilling Completion 
Abstracts / Legal Fees 101 500 201 
Surveys / Permits / Environmental 102 500 
Right - of - Way 103 
LocaUon / Restoration 104 24,000 204 2,500 
Mob & Demob 105 45,000 205 
Transportation / Hauling / Barges 106 10,000 206 15,000 
Drilling / Completion Rig - Turnkey 107 207 
Drilling / Completion Rig - Day Rate 42 Days @ $ 12.500 / D & 10 days <g S 1.800 / D 108 525,000 208 18,000 
Cementing - Materials / Services 111 37,000 211 25.000 
Drilling Mud / Completion Fluids 112 40,000 212 
Water 113 15,000 213 3,000 
Fuel 114 214 
Open Hole - Logging / Conng 115 62,000 215 
Engineering / Supervision 116 31,500 216 8,400 
Geological / Petrophysical Services Mud Logging - 28 days @ S 700 / D 117 19,600 
Casing Services 118 5,500 218 5,500 
Supplies 119 219 
Drilling / Completion Overhead 120 11,600 220 
Equipment Rentals 123 18,000 223 12,000 
Surface Damages 124 
Sllckllne / Swabbing 228 
Cased Hole - Logging / Perforating 229 25,000 
Stimulation - Materials / Services 230 50,000 
Colled Tubing - Materials / Services 250 
Chemicals - Other 254 
Gravel Pack • Materials / Services 255 
Bits - Drilling / Completion 156 50,000 256 2,000 
Treating 258 
Testing / Analysis 260 
Communications 161 162 
Labor 162 7,500 262 31,000 
P 4 A Expense 197 8,000 
Miscellaneous Directional • 8 flays @ $ 7,400 / 0 199 44,400 299 

Insurance 57.600 

Contingencies 199 10.000 299 5,000 

Total Intangibles 1,022,700 202,400 

TANGIBLE. COSTS 

Conductor Pipe t i o 
Surface Casing 400 ft 13 3/8" S22.00 / ft 121 8,800 
Intermediate Liner 4,600 ft. 9 5/8" S15.00/ft f22 69,000 
Dnlling Liner f22 
Production Liner 12.000 ft 7" $9 50/ f t 225 114,000 

Tie-Back 226 
Tubing 12.000 ft 2 7/8" 13.25/!t 227 39,000 

Downhole Equipment 231 20,000 

Artificial Lift Equipment 232 35,000 

Tree & Other Production Equipment 133 4,000 233 4,000 
Tanks 234 15,000 
Pipe. Fittings. Valves, etc. 235 5,000 
Separators, Treaters, Heaters, etc. 236 5,000 

Tota l Tang ib les 81,800 237,000 

Dry Hole Cost 1,104,500 

Comple ted Wel l Cost 1,535,900 

APPROVALS. 

Company Signature Title Oate 

IT IS RECOGNIZED THAT THE AMOUNTS HEREIN ARE ESTIMATES ONLY AND APPROVAL OF THIS AUTHORIZATION SHALL EXTENO TO THE ACTUAL 

, COSTS INCURRED IN CONDUCTING THE OPERATION SPECIFIED. WHETHER MORE OR LESS THAN THE AMOUNTS HEREIN SET OUT. 
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Steven W. Morn Oil and Qas 

October 22, 2001 

CERTIFIED MAIL - RETURN RECEIPT REOUESTED 

Shawn P. Hannifin 
518 17th Street, Suite 540 
Denver, CO 80202 

Re: E.S. Schaap #1 
T-17-S. R-38-E, N.M.P.M. 
Section 4: Lots 3, 4 & S/2 NW/4 (NW/4) 
Lea County, New Mexico 
Containing 156.40 acres, more or less 

Dear Mr. Hannifin: 

Preston Exploration, LLC, hereby proposes the drilling of an approximate 12,000' Strawn test well at a location 
909 FNL & 2,310 FWL, Section 4, T-17-S, R-38-E, N.M.P.M., Lea County, New Mexico. Enclosed are two (2) 
copies of our APE dated October 5, 2001. We propose that the spacing unit for the test well be Lot 3 (NE/4 
NW/4) containing approximately 38.08 acres. We intend to commence drilling operations before March 1, 2002. 

As the owner of an unleased mineral interest in the above referenced property, you are entitled to participate in the 
drilling of the proposed well. If you wish to participate, please so indicate by signing and returning one copy of 
the enclosed AFE as soon as possible. We will prepare and forward for your review a proposed joint operating 
agreement. 

If you prefer not to participate in the proposed well, further to our previous conversations and/or correspondence, 
we again request a lease of your 10.9375% of 1/160 mineral interest in the above referenced property (.10691 net 
mineral acres) on the following terms: 

1. A bonus consideration of $250.00 per net mineral acre 
2. A 1/5 royalty 
3. Two (2) year primary term (paid-up) 

If the above lease terms are acceptable, please so advise as soon as possible and we will forward an oil and gas 
lease for your signature. Your early response to this proposal is appreciated. Please call me at (915) 683-2449 if 
you have any questions. 

Steven W. Horn 

SWH/ae 

Enclosures: 2 

P. O. Box 2755 Midland, Zexas 79702 (915) 683-2449 



r^ESTON EXPLORATION. LU 
AUTHORIZATION FOR EXPENDITURE 

L m * *nd Wail NO. 

E. S. Schaap # 1 
KfOtpeCi — — 

Northwest Knowles 
/ t f c no. 

102001 
H Exploratory Well n RecomDletion U Injection • Other 
• Development Well • Workover • SWD 

^Original 
•Supplement 

Counly/Psraft, Sua* 

Lea County, NM Sec 4 -T17S - R38E 
Unit D«crtption/M«asurKj LocaUon 

909* FNL & 2,310' FWL 
Projeatd TD 

12,000 

Drill and complete exDloratory well to Strawn formation. 

Description Orilllng Completion 
Abstracts / Lagal F e u fOT 500 201 
Surveys / Permit] / Environmental 102 500 
RlOht-of-Wey ffW 
Location / Restoration 104 24,000 204 2.500 
Mob i Demob 105 45.000 205 
Transportation / Hauling / Barges 109 10,000 208 15,000 
Drilling / Completion Rig • Turnkey 107 207 
Drilling/Completion Rig . Day Rale 42 Days ® % 12,500 I D & 10 days © J 1,800 / D i ca 525,000 208 18,000 
Cementing - Materials / Services f f j 37,000 211 25,000 
Drilling Mud / Completion Fluids 112 40,000 212 
Water 113 15,000 213 3,000 
Fuel 114 214 
Open Hole - Logging / Coring 115 82.000 215 
Engineering / Supervision 11S 31,500 218 8.400 
Geological / Petrophysical Services Mud Logging - 28 days @ S 700 / D 117 19,600 
Casing Services J t J 5,500 218 5,500 
Supplies 119. 219 
Drilling / Completion Overhead 120 11,600 220 
Equipment Rentals 123 18,000 223 12,000 
Surface Damages 124 
SUdtOne 1 Swobbing 728 
Cased Hole - Logging / Perforating 229 25,000 
Stimulation - Materials / Services 230 50,000 
Colled Tubing - Materials / Services 250 
Chemicals • Other 254 
Gravel Pact: - Materials / Services 255 
Bits . Drilling 1 Completion 156 50,000 2S8 2,000 
Treating 258 
Testing/Analysis 260 
Cornrnunicalions 181 162 
Labor 152 7,500 262 31,000 
P 4 A Expense 197 8,000 
Miscellaneous Directional - 8 days @ S 7,400 / D 199 44,400 299 

Insurance 57,600 

-
Contingencies 199 10,000 299 5,000 

Total Intangibles 1,022,700 202,400 

Conductor Pipe no 
Surface Casing 400(1 13 3/8" J22.00 / fl f2f 8,800 
Intermediate Uner 4.600 n. 9 5/8" J15.00/A 122 89,000 
DmilngUner fZ2 
Production Uner 12.000(1 r J9.50 / It 226 • 114,000 
Tie-Back 226 
Tubing 12.000 ft 21IV $3.25 f i t 227 39,000 

Downhole Equipment 221 20,000 

Artificial Lift Equipment 232 35,000 
Tree & Other Production Equipment 133 4,000 233 4,000 
Tank) 234 15,000 
Pipe. Fittings. Valves, etc 235 5,000 
Separators. Treaters, Heaters, elc. 236 5,000 

Total Tang ib les 81,800 237,000 

Dry Hole Cost 1,104,500 
Completed Well Cost 1,535,900 

Company Signature Title Date 

fT IS RECOGNIZED THA T THE AMOUNTS HEREIN ARE ESTIUA TES ONLY AND APPROVAL OF THIS AUTHOR1ZA TION SHALL EXTEND TO THE A CTUAL. 

COSTS INCURRED IN CONDUCTING THE OPERA TION SPECIFIED. WHETHER MORE OR LESS THAN THE AMOUNTS HEREIN SET OUT. 

( I 



U.S. Postal. Service 
CERTIFIED MAIL RECEIPT 
(Domestic Mail Only; No Insurance Coverage Provided) 

Postage $ .34 
Certified Fee 2.1 0 Postmark 

Return Receipt Fee 
(Endorsement Required) 1 . 50 

Here 

Restricted Delivery Fee 
(Endorsement Required) 1 0 / 2 2 / 0 1 

Total Postage & Fees $ 3.94 

1 0 / 2 2 / 0 1 

Sent To 

.£hawn--.P-,..-Hanai-f i n 
%%'^ ' / ^ th . S t r e e t , S u i t e 540 
©eftve* ' , C O 8 0 2 0 2 

: iSee Reverse for Instructions. 
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Steven W. Mom Oil and Qas 

March 14, 2001 

David Thomas Ingram, SSP 
P.O. Box 1116 
Shawnee, OK 76802 

Re: Oil & Gas Lease Proposal, 
Lots 1,2, 3, 4 & S/2 N/2 (N/2) of Section 4 
T-17-S. R-38-E. N.M.P.M. 
Lea County, New Mexico 
Containing 311.84 net mineral acres, more or less 

Dear Mr. Ingram: 

The Deed Records of Lea County, New Mexico indicate Davis Thomas Ingram, SSP as the owner of 
an undivided 2.3215/311.84 mineral interest under the above referenced property, being an undivided 
2.32 net mineral acres. 

Please let this letter serve as an offer to lease all of the undivided mineral interest owned by David 
Thomas Ingram, SSP in the above referenced property according to the terms listed below: 

Your consideration and prompt response in this matter would be greatly appreciated. Please feel free 
to contact me with any questions or concerns you may have at (915) 683-2449. 

• Three (3) year lease 
Paid Up 

3/16 Royalty 

• $75.00/acre bonus consideration 

Steven W. Horn 

SWH/ae 

P. O. KOK 2755 Midland, Zems 79702 (915) 683-2449 



Steven W. Mom Oil and Qas 

October 15, 2001 

CERTIFIED MAIL - RETURN RECEIPT REOUESTED 

David Thomas Ingram, SSP 
P.O. Box 1116 
Shawnee, OK 76802 

Re: E.S. Schaap #1 
T-17-S. R-38-E. N.M.P.M. 
Section 4: Lots 3, 4 & S/2 NW/4 (NW/4) 
Lea County, New Mexico 
Containing 156.40 acres, more or less 

Dear Mr. Ingram: 

Preston Exploration, LLC, hereby proposes the drilling of an approximate 12,000' Strawn test well at a location 
909 FNL & 2,310 FWL, Section 4, T-17-S, R-38-E, N.M.P.M., Lea County, New Mexico. Enclosed are two (2) 
copies of our AFE dated October 5, 2001. We propose that the spacing unit for the test well be Lot 3 (NE/4 
NW/4) containing approximately 38.08 acres. We intend to commence drilling operations before March 1, 2002. 

As the owner of an unleased mineral interest in the above referenced property, you are entitled to participate in the 
drilling of the proposed well. I f you wish to participate, please so indicate by signing and returning one copy of 
the enclosed AFE as soon as possible. We will prepare and forward for your review a proposed joint operating 
agreement. 

I f you prefer not to participate in the proposed well, further to our previous conversations and/or correspondence, 
we again request a lease of your 2.3215/311.84 mineral interest in the above referenced property (1.16432 net 
mineral acres) on the following terms: 

1. A bonus consideration of $250.00 per net mineral acre 
2. A 1/5 royalty 
3. Three (3) year primary term (paid-up) 

I f the above lease terms are acceptable, please so advise as soon as possible and we will forward an oil and gas 
lease for your signature. Your early response to this proposal is appreciated. Please call me at (915) 683-2449 if 
you have any questions. 

Steven W. Horn 

SWH/ae 

Enclosures: 2 

P. O. Eox 2755 Midland. Zexas 79702 (915) 683-2449 



PRESTON EXPLORATION, LLC 
AUTHORIZATION FOR EXPENDITURE 

Ljase and Well No. " " ' !prospect ' " "—~ • — " — ~ • 

E. S. Schaap # 1 j Northwest Knowles 102001 
8 Exploratory Well • RecomDierion • injection • Other 
• Development Well • WorKover • SWD 

ISlCriginal 
•Supplement 

CouatyyParisJi, Slate 

Lea County, NM 
Survey/Tcwnsr.ip 

Sec 4 -T17S - R38E 
Unrt 2ascription/Measurod Location 

909' FNL & 2,310' FWL 
ProjBcted TD 

12,000 

Drill and complete exoloratorv well to Strawn formation. 

INTANGIBLE COSTS . , \ * \ } . ,P ,„ , „ ; n 

Descripticr Dnlling Completion 
Abstracts / Legal Fees tot 500 201 
Surveys / Permits / Environmental ro2 500 
Right - of - Way 103 
location / Restoration 104 24,000 204 2,500 
Moo & Demob 105 45,000 205 
Transportation / Hauling / Barges 106 10,000 206 15,000 
Drilling / Completion Rig - Turnkey 107 207 
Orilllng / Completion Rig - Oay Rate 42 Days @ S 12.500 ,' D 4 10 days <g S 1,800 / • 103 525,000 208 18,000 
Cementing - Materials / Services 111 37,000 211 25,000 
Drilling Mud / Completion Fluids 112 40,000 212 
Water 113 15,000 213 3,000 
Fuel 114 214 
Open Hole - Logging / Coring 115 62,000 215 
Engineering / Supervision 116 31,500 216 8,400 
Geological / Petrophysical Services Mud Logging - 28 days @ S 700 / D 117 19,500 
Casing Services 116 5,500 218 5,500 
Supplies 119 219 
Drilling / Completion Overhead 120 11,600 220 
Equipment Rentals 123 18,000 223 12,000 
Surface Damages 124 
Sllckline / Swabbing 228 
Cased Hole - Logging / Perforating 229 25,000 
Stimulation - Materials / Services 230 50,000 
Coiled Tubing - Materials / Services 250 
Chemicals - Other 254 
Gravel Pack - Materials / Services 255 
Bits - Drilling 1 Completion 156 50,000 256 2,000 
Treating 258 
Tasting / Analysis 260 
Communications 161 162 
Labor 162 7,500 262 31,000 
P 1 A Expanse 197 8,000 
Miscellaneous Directional - 6 days @ S 7,400 / D 199 44,400 299 

Insurance 57,600 

Contingencies 199 10.000 299 5,000 

Total Intangibles 1,022,700 202,400 

TANGIBLE COSTS • , * „• V ^ | 

Conductor Pipe f10 

Surface Casing 400 ft 13 3/8" $22.00 / fl )2t 8,800 
Intermediate Uner 4,800 ft. 9 5/8" 115.00/ft (22 89,000 
Dnlling Liner 122 
Production Uner 12,0O0ft 7" 39,50 / ft 226 114,000 
Tie-Back 226 
Tubing 12,000 ft 2 7/8" S3.25 / ft 227 39,000 

Downhole Equipment 231 20,000 
Artificial Lift Equipment 232 35,000 
Tree & Other Production Equipment 133 4,000 233 4.000 
Tanks 234 15,000 
Pipe, Fittings. Valves, etc. 235 5,000 
Separators, Treaters, Heaters, etc. 236 5,000 

Tota l Tang ib les 31,300 237,000 

I Dry Hole Cos t 1,104,500 

| Comple ted Wel l Cost 1,535.900 

|. APPROVALS 

Company ~ Signature Titie Dale 

IT IS RECOGNIZED THAT THE AMOUNTS HEREIN ARE ESTIMATES ONLY AND APPROVAL OF THIS AUTHORIZATION SHALL EXTEND TO THE ACTUAL 

COSTS INCURRED IN CONDUCTING THE OPERATION SPECIFIED, WHETHER MORE OR LESS THAN THE AMOUNTS HEREIN SET OUT. 



U.S., Postal Service 
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Steven W. Morn Oil and Qas 

October 22, 2001 

CERTIFIED MAIL - RETURN RECEIPT REOUESTED 

David Thomas Ingram, SSP 
P.O. Box 1116 
Shawnee, OK 76802 

Re: E.S. Schaap #1 
T-17-S, R-38-E. N.M.P.M. 
Section 4: Lots 3, 4 & S/2 NW/4 (NW/4) 
Lea County, New Mexico 
Containing 156.40 acres, more or less 

Dear Mr. Ingram: 

Preston Exploration, LLC, hereby proposes the drilling of an approximate 12,000' Strawn test well at a location 
909 FNL & 2,310 FWL, Section 4, T-17-S, R-38-E, N.M.P.M., Lea County, New Mexico. Enclosed are two (2) 
copies of our AFE dated October 5, 2001. We propose that the spacing unit for the test well be Lot 3 (NE/4 
NW/4) containing approximately 38.08 acres. We intend to commence drilling operations before March 1, 2002. 

As the owner of an unleased mineral interest in the above referenced property, you are entitled to participate in the 
drilling of the proposed well. If you wish to participate, please so indicate by signing and returning one copy of 
the enclosed AFE as soon as possible. We will prepare and forward for your review a proposed joint operating 
agreement. 

If you prefer not to participate in the proposed well, further to our previous conversations and/or correspondence, 
we again request a lease of your 2.3215/311.84 mineral interest in the above referenced property (1.16432 net 
mineral acres) on the following terms: 

1. A bonus consideration of $250.00 per net mineral acre 
2. A 1/5 royalty 
3. Two (2) year primary term (paid-up) 

If the above lease terms are acceptable, please so advise as soon as possible and we will forward an oil and gas 
lease for your signature. Your early response to this proposal is appreciated. Please call me at (915) 683-2449 if 
you have any questions. 

Steven W. Horn 

SWH/ae 

Enclosures: 2 

P. O. MM 2755 Midland, Zexas 79702 (915) 683-2449 



rRESTON EXPLORATION, LL\ 
L I I U m l W«l No. 

AUTHORIZATION FOR EXPENDITURE 
IWospad 

E. S. Schaap # Northwest Knowles 102001 
Exploratory Well 

• Development Well 

• Recompletion 

• Workover 

• Injection 

• SWD 
• Other 

Surwy/Townsntp 

Sec 4 -T17S R38E 
CountyPlrisA. SUU 

Lea County, NM 
uutwuunsi 
Drill and complete exploratory well to Strawn formation. 

Un* Dcsalpllon/Mtuurvd LocaUon 

909" FNL & 2,310" FWL 

^Or ig ina l 

•Supp lemen t 
Probata TO 

12,000 

Description Drilling Completion 
101 500 201 
102 500 
103 

104 24,000 204 2,500 
105 45,000 205 
109 10,000 2oe 15,000 
107 207 

42 Days ffi S 12.500/D & 10 days © J 1.800/D 101 525,000 203 18,000 
111 37,000 211 25.000 
112 40,000 212 
113 15,000 213 3.000 
114 214 
115 82,000 215 
115 31,500 215 8,400 

Mud Logging - 28 days @ J 700 / D 117 18,800 
111 5,500 21t 5,500 
113 219 
120 11,600 220 
123 18,000 223 12,000 
124 

228 
229 25,000 

230 50,000 

250 

254 

255 
155 50,000 256 2,000 

253 
250 

151 162 
1S2 7,500 262 31,000 
117 8,000 

Directional - 8 days @ S 7.400 / D na 44.400 299 
Insurance 57,600 

199 10,000 299 5,000 
Total In tang ib les 1,022,700 202,400 

Abstracts / Legal Fees 
Surveys / Permits / Environmental 

Right lOf-VVay 

Location /Restoration 
Mob& Demob 

Transportation / Hauling / Barges 
Orilllng / Completion Rig • Turnkey 
Drtlng / Completion Rig - Day Rata 
Cementing • Materials / Services 
Drilling Mud / Completion Fluids 
Water 
Fuel 
Open Hole • Logging / Coring 
Engineering / Supervision 
Geological / Petrophysical Services 
Cuing Services 
Supples 
Drilling / Completion Overhead 
Equipment Rentals 
Surface Damages 
SUckllns / Swobbing 
Cued Hole - Logging / Perforating 
Stimulation - Materials / Services 
Coled Tubing • Materials / Services 
Chemicals - Other 

Gravel Pack - Materials / Services 

Bits - Orilllng / Completion 
Treating 
Testing/Analysis 
Communications 
Labor 
P&A Expense 
Miscellaneous 

Contingencies 

Conductor Pipe f ro 
Surface Casing 400 ft 13 3/8" J22.00 / n f2f 8.800 
Intermediate Uner 4,600 ft. 9 5/8" S15.00/ft f22 69,000 
DrtnngUner t22 
Production Uner 12.000 ft 7* 19.50/ft 225 • 114,000 
Tie-Back Z2fl 
Tubing 12,000 ft 2 7/B- S3.25/H 227 39,000 
Downhole Equipment 231 20,000 
ArtMdal Lift Equipment 232 35,000 
Tree & Other Production Equipment 133 4,000 233 4,000 
Tanks 234 15,000 
Pipe. Fittings, Valves, etc. 235 5,000 
Separators, Treaters, Heaters, etc. 236 5,000 

Tota l Tang ib les 81,800 237,000 

Dry Hole Cos t 1,104,500 

Completed Wel l Cost 1,535,900 

Company Signature 

IT IS RECOGNIZED THAT THE AMOUNTS HEREIN ARE ESTIMATES ONLY AND APPROVAL Of THIS AUTHORIZATION SHALL EXTEND TO THE ACTUAL-

COSTS INCURRED IN CONDUCTING THE OPERA VON SPECIFIED, WHETHER MORE OR LESS THAN THE AMOUNTS HEREIN SET OUT. 

f I 
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CERTIFIED MAIL RECEIPT 
(Domestic-Mail Only; No Insurance Coverage Provided) 

ru 
cr 
rr 

m 

m 

o 
ru 
m 
o 

a 
o 

Postage $ . 3 4 
Ce'iifiec Fse 2 . 1 0 Postmark 

Return Receipt Fee 
(Endorsement Required) 1 . 50 

Here 

Restricted Delivery Fee* 
(Endorsement Required) 1 0 / 2 2 / 0 1 

Total Postage & Fees 

Sen! To 
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Steven W. Mom Oil and Qas 

March 14,2001 

Nell B.Kimball 
2317 Haynes Drive 
Midland, Texas 79705 

Re: Oil & Gas Lease Proposal, 
Lots 1, 2, 3,4, S/2 N/2 (N/2) & SW/4 of Section 4 
T-17-S.R-38-E. N.M.P.M. 
Lea County, New Mexico 
Containing 471.84 net mineral acres, more or less 

Dear Ms. Kimball: 

The Deed Records of Lea County, New Mexico indicate Nell B. Kimball as the owner of an 
undivided 1/600 mineral interest under the above referenced property, being an undivided .78640 net 
mineral acres. 

Please let this letter serve as an offer to lease all of the undivided mineral interest owned by Nell B. 
Kimball in the above referenced property according to the terms listed below: 

• Three (3) year lease 
Paid Up 

• 3/16 Royalty 

• $75.00/acre bonus consideration 

Your consideration and prompt response in this matter would be greatly appreciated. Please feel free 
to contact me with any questions or concerns you may have at (915) 683-2449. 

Steven W. Horn 

SWH/ae 

P. O. %ox 2755 Midland, Zexas 79702 (915) 683-2449 



Steven W. Mom Oil and Qas 

October 15, 2001 

CERTIFIED MAIL - RETURN RECEIPT REOUESTED 

Nell B. Kimball 
2317 Haynes Drive 
Midland, Texas 79705 

Re: E.S. Schaap #1 
T-17-S.R-38-E, N.M.P.M. 
Section 4: Lots 3, 4 & S/2 NW/4 (NW/4) 
Lea County, New Mexico 
Containing 156.40 acres, more or less 

Dear Ms. Kimball: 

Preston Exploration, LLC, hereby proposes the drilling of an approximate 12,000' Strawn test well at a location 
909 FNL & 2,310 FWL, Section 4, T-17-S, R-38-E, N.M.P.M., Lea County, New Mexico. Enclosed are two (2) 
copies of our AFE dated October 5, 2001. We propose that the spacing unit for the test well be Lot 3 (NE/4 
NW/4) containing approximately 38.08 acres. We intend to commence drilling operations before March 1, 2002. 

As the owner of an unleased mineral interest in the above referenced property, you are entitled to participate in the 
drilling of the proposed well. I f you wish to participate, please so indicate by signing and returning one copy of 
the enclosed AFE as soon as possible. We will prepare and forward for your review a proposed joint operating 
agreement. 

If you prefer not to participate in the proposed well, further to our previous conversations and/or correspondence, 
we again request a lease of your 1/600 mineral interest in the above referenced property (.26067 net mineral 
acres) on the following terms: 

1. A bonus consideration of $250.00 per net mineral acre 
2. A 1/5 royalty 
3. Three (3) year primary term (paid-up) 

If the above lease terms are acceptable, please so advise as soon as possible and we will forward an oil and gas 
lease for your signature. Your early response to this proposal is appreciated. Please call me at (915) 683-2449 if 
you have any questions. 

SWH/ae 

Enclosures: 2 

P. O. Kox 2755 Midland, Zexas 79702 (915) 683-2449 



PRESTOS EXPLORATION, LLC 
AUTHORIZATION FOR EXPENDITURE 

uase ana vveu NO. 

E. S. Schaap # 1 
f-rosDeci 

Northwest Knowles 
no. 

102001 
£§ Exploratory Well • Recompletion i_ Injection • Other 
• Development Well • Workover • SWD 

ISJOriginal 
•Supplement 

County/Parish, stale 
Lea County, NM 

SurveyTownsnip lUnrl Cescnplion/MeasureC Location 

Sec 4 - T17S - R38E (909' FNL & 2,310' FWL 
Projected TD 

12,000 

Drill and complete exploratory well to Strawn formation. 

. -: INTANGIBLE COSTS 

Description Drilling Completion 
Abstracts / Legal Fees 101 500 201 

Surveys / Permits / Environmental 102 500 
Righl-of-Way 103 

Location / Restoration 104 24.000 204 2.500 
Mob & Demob 105 45,000 205 

Tranfportation / Hauling / Barges 106 10,000 206 15,000 
Drilling / Completion Rig - Turnkey 107 207 

Drilling / Completion Rig - Day Rale 42 Days @ $ 12.500 / D & 10 days @ S 1,800 / D 108 525,000 208 18,000 
Cementing - Materials / Services 111 37,000 211 25.000 
Drilling Mud / Completion Fluids 112 40,000 212 

Water 113 15,000 213 3,000 
Fuel 114 214 

Open Hole - Logging / Coring 115 62.000 215 

Engineering / Supervision 116 31.500 216 8,400 

Geological / Petrophysical Services Mud Logging - 2B days @ J 700 / D 117 19,600 . 
Casing Services 118 5,500 218 5,500 
Supplies 119. 219 

Drilling / Completion Overhead 120 11,600 220 

Equipment Rentals 123 18,000 223 12,000 
Surface Damages 124 

Slickline / Swabbing 228 

Cased Hole - Logging / Perforating 229 25,000 
Stimulation - Materials / Services 230 50,000 

Colled Tubing - Materials / Services 250 

Chemicals - Other 254 

Gravel Pack - Materials / Services 255 

Bits - Drilling / Completion 158 50,000 256 2,000 
Treating 258 

Testing / Analysis 260 

Communications 161 162 

Labor 162 7,500 262 31,000 
P & A Expense 197 8,000 
Miscellaneous Directional - 6 Cays @ $ 7.400 / D 199 44,400 299 

Insurance 57,600 

Contingencies 199 10,000 299 5,000 
Total In tangib les 1,022,700 202,400 

Conductor Pipe 110 

Surface Casing 400 ft 1 3 3/8" $22.00 /ft 121 8.800 
Intermediate Liner 4.600 ft. 9 5/8" 515,00 (d 122 69,000 
Drilling Liner 122 

Production Liner 12,000 ft 7" 39.50/ft 226 114,000 

Tie-Back 22S 

Tubing, 12.000 ft 2 7/8" $3.25/ft 227 39,000 

Downhole Equipment 231 20,000 

Artificial Lift Equipment 232 35,000 

Tree & Other Production Equipment 133 4,000 233 4,000 
Tanks 234 15,000 
Pipe, Fittings. Valves, etc. 235 5 ,000 

Separators, Treatera, Heaters, elc. 236 5,000 

Total Tangib les 81,800 237,000 

Dry Hole Cos t 1,104,500 

Comple ted We l l Cost 1,535,900 

APPROVALS, 

Company Signature Title Date 

IT IS RECOGNIZED THAT THE AMOUNTS HEREIN ARE ESTIMATES ONLY AND APPROVAL OF THIS AUTHORIZATION SHALL EXTEND TO THE ACTUAL 

COSTS INCURRED IN CONDUCTING THE OPERATION SPECIFIED, WHETHER MORE OR LESS THAN THE AMOUNTS HEREIN SET OUT. 
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Steven W. Morn Oil and Qas 

October 22, 2001 

CERTIFIED MAIL - RETURN RECEIPT REQUESTED 

Nell B. Kimball 
2317 Haynes Drive 
Midland, Texas 79705 

Re: E.S. Schaap #1 
T-17-S, R-38-E, N.M.P.M. 
Section 4: Lots 3, 4 & S/2 NW/4 (NW/4) 
Lea County, New Mexico 
Containing 156.40 acres, more or less 

Dear Ms. Kimball: 

Preston Exploration, LLC, hereby proposes the drilling of an approximate 12,000' Strawn test well at a location 
909 FNL & 2,310 FWL, Section 4, T-17-S, R-38-E, N.M.P.M., Lea County, New Mexico. Enclosed are two (2) 
copies of our AFE dated October 5, 2001. We propose that the spacing unit for the test well be Lot 3 (NE/4 
NW/4) containing approximately 38.08 acres. We intend to commence drilling operations before March 1, 2002. 

As the owner of an unleased mineral interest in the above referenced property, you are entitled to participate in the 
drilling of the proposed well. If you wish to participate, please so indicate by signing and returning one copy of 
the enclosed AFE as soon as possible. We will prepare and forward for your review a proposed joint operating 
agreement. 

If you prefer not to participate in the proposed well, further to our previous conversations and/or correspondence, 
we again request a lease of your 1/600 mineral interest in the above referenced property (.26067 net mineral 
acres) on the following terms: 

1. A bonus consideration of $250.00 per net mineral acre 
2. A 1/5 royalty 
3. Two (2) year primary term (paid-up) 

If the above lease terms are acceptable, please so advise as soon as possible and we will forward an oil and gas 
lease for your signature. Your early response to this proposal is appreciated. Please call me at (915) 683-2449 if 
you have any questions. 

SWH/ae 

Enclosures: 2 

P. O. for 2755 Midland, Zexas 79702 (915) 683-2449 



r-RESTON EXPLORATION, LL^ 
L o u ml WWI No. 

AUTHORIZATION FOR EXPENDITURE 
~ (PiatoiU 

S Exploratory Well 
• Development Well 

E. S. Schaap # 1 
• Recompletion 
• Workover 

• Injection 
• SWD 

Northwest Knowles 
• OtMer 

Surv»y/TowriirWp 

S e c 4 - T 1 7 S - R38E 
CcunfyyPBrisft. SUta 
Lea County, NM 
uuutmuvm : 

Drill and complete exploratory well to Strawn formation. 

909' FNL & 2,310" FWL 

102001 
^Original 
•Supplement 
Pra|«3MTD 

12,000 

Abstracts / Legal Fees 
Surveys / Permits / Environmental 

Right-of-Way., 
Location / Restoration 

Moo i Demob 

Transportation / Hauling / Barges 
OriEng / Completion Rig - Turnkey 
DrSJnc / Completion Rig . Day Rale 
Cementing - Materials / Services 
Drilling Mud / Completion Rulds 
Water 
Fuel 
Open Hole - Logging / Coring 
Engineering / Supervision 
Geological / Petrophysical Services 
Casing Services 
Supplies 
Drilling / Completion Overhead 
Equipment Rentals 
Surface Damages 
SUcklne / Swabbing 
Cased Hole - Logging / Perforating 
Stimulation - Materials / Services 
Cofed Tubing - Materials / Services 
Chemicals - Other 

Gravel Pack - Materials / Services 
Bits - Orilllng / Completion 
Treating 
Testing/Analysis 
Communications 
Labor 

P&A Expense 
Miscellaneous 

Contingencies 

Description Drilling Completion 
101 500 201 
102 500 
103 

104 24,000 204 2,500 
105 45,000 205 
105 10,000 205 15,000 
107 207 

42 Days ffl J 12,500 / 0 4 10 days @ J 1,800/D 10t 525,000 201 18.000 
111 37,000 211 25,000 
112 40,000 212 
113 15.000 213 3,000 
114 214 
115 82,000 215 
115 31,500 215 8,400 

Mud Logging - 28 days © J 700 / D 117 19,800 
111 5,500 21 a 5,500 
119 219 -
120 11,800 220 
123 18,000 223 12,000 
124 

225 
225 25,000 

230 50,000 
250 

254 

255 
155 50,000 255 2,000 

259 

2«0 
151 1«2 
152 7,500 2«2 31,000 
1ST 8,000 

Directional - 8 days © J 7,400 / D 113 44,400 299 
Insurance 57,600 

199 10,000 299 5,000 
Total Intangible* 1,022,700 202,400 

.ti»Fl«si!^ 

Conductor Pipe ffO 
Surface Casing 4O0ft 13 3/8" $22.00/ft f2f 8,800 
Intermedials Uner 4.800 ft. 9 5/8- {15.00/It 122 89,000 
Drilling Uner »22 
Production Uner 12.000 ft 7" J9.50 / fl 22S • 114,000 
Tie-Back 22S 
Tubing 12,000 ft 2 7/8" 53.25/It 227 39,000 
Downhole Equipment 231 20,000 
Artificial Lift Equipment 232 35,000 
Tree & Other Production Equipment 133 4,000 233 4,000 
Tanks 234 15,000 
Pipe, Fittings, Valves, e tc 235 5,000 
Separators, Treaters, Heaters, etc. 235 5,000 

Total Tangibles 81,800 237,000 

Dry Hole Cost 1,104,500 

Completed Well Cost 1,535,900 

• ARRRG,VAtlS> ., .;. 

Company Signature Date 

fT IS RECOGNIZED THAT THE AMOUNTS HEREIN ARE ESTIMATES ONLY AND APPROVAL OF THIS AUTHORIZATION SHALL EXTEND TO THE ACTUAL. 

COS75 INCURRED IN CONDUCTING THE OPERATION SPECIFIED, WHETHER MORE OR LESS THAN THE AMOUNTS HEREIN SET OUT. 

f I 
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Steven W. Mom Oil and Qas 

March 14, 2001 

Rollin M. Koppell, et ux Amalie 
P.O. Box 2878 
Harlingen, TX 78550 

Re: Oil & Gas Lease Proposal, 
Lots 1, 2, 3, 4, S/2 N/2 (N/2) & SW/4 of Section 4 
T-17-S. R-38-E. N.M.P.M. 
Lea County, New Mexico 

Containing 471.84 net mineral acres, more or less 

Dear Mr. & Mrs. Koppell: 

The Deed Records of Lea County, New Mexico indicate Rollin M. Koppell, et ux Amalie as the 
owners of an undivided 3/2560 mineral interest under the above referenced property, being an 
undivided .55294 net mineral acres. 

Please let this letter serve as an offer to lease all of the undivided mineral interest owned by Rollin M. 
Koppell, et ux Amalie in the above referenced property according to the terms listed below: 

Your consideration and prompt response in this matter would be greatly appreciated. Please feel free 
to contact me with any questions or concerns you may have at (915) 683-2449. 

Respectfolly, 

• Three (3) year lease 
Paid Up 

• 3/16 Royalty 

• $75.00/acre bonus consideration 

SWH/ae 

P. O. Box 2755 Midland, Zexas 79702 (915) 683-2449 



Steven W. Morn Oil and Qas 

0:tober 15, 2001 

CERTIFIED MAIL - RETURN RECEIPT REOUESTED 

RDlLin M. Koppell, et ux Amalie 
P.O. Box 2878 
Harlingen, Texas 78550 

R;: E.S. Schaap #1 
T-17-S. R-38-E. N.M.P.M. 
Section 4: Lots 3, 4 & S/2 NW/4 (NW/4) 
Lea County, New Mexico 
Containing 156.40 acres, more or less 

D:ar Mr. & Mrs. Koppell: 

Preston Exploration, LLC, hereby proposes the drilling of an approximate 12,000' Strawn test well at a location 
909 FNL & 2,310 FWL, Section 4, T-17-S, R-38-E, N.M.P.M., Lea County, New Mexico. Enclosed are two (2) 
copies of our AFE dated October 5, 2001. We propose that the spacing unit for the test well be Lot 3 (NE/4 
NW/4) containing approximately 38.08 acres. We intend to commence drilling operations before March 1, 2002. 

A > the owner of an unleased mineral interest in the above referenced property, you are entitled to participate in the 
drilling of the proposed well. I f you wish to participate, please so indicate by signing and returning one copy of 
the enclosed AFE as soon as possible. We will prepare and forward for your review a proposed joint operating 
aj jeement. 

If you prefer not to participate in the proposed well, further to our previous conversations and/or correspondence, 
w; again request a lease of your 3/2560 mineral interest in the above referenced property (.18328 net mineral 
ac res) on the following terms: 

1. A bonus consideration of $250.00 per net mineral acre 
2. A 1/5 royalty 
3. Three (3) year primary term (paid-up) 

If the above lease terms are acceptable, please so advise as soon as possible and we will forward an oil and gas 
leise for your signature. Your early response to this proposal is appreciated. Please call me at (915) 683-2449 if 
you have any questions. 

Si even W. Horn 

SWH/ae 

Enclosures: 2 

P. O. M 2755 Midland, Zexas 79702 (915) 683-2449 



• * | PRESTON EXPLORATION, LLC 
AUTHORIZATION FOR EXPENDITURE 

i Lease ana well No. 
E. S. Schaap # 1 

t-rospeci 
Northwest Knowles 

Hr- c no. 
102001 

§ Explcratory Well • Recompletion • Inaction • Other 
• Deve opment Well • Workover • SWD 

ElOriginal 
•Supplement 

County/Pan in, Stale 
Lea Ccunty, NM 

Survey/Townsnip 

S e c 4 - T 1 7 S - R 3 8 E 
Unit DescnotioriyMeasured Location 

909" FNL & 2,310' FWL 
Projected TD 

12,000 

Drill and complete exploratory well to Strawn formation. 

INTANGIBLE COSTS . 

Descnption Drilling Completion 
101 500 201 
102 500 
103 
104 24,000 204 2,500 
105 45,000 205 
105 10,000 206 15,000 
107 207 

42 Days @ $ 12,500 ID 8. 10 days @ $ 1.800 ID 10B 525,000 208 18,000 
111 37,000 211 25,000 
112 40,000 212 
113 15,000 213 3,000 
114 214 
115 62,000 215 
116 31,500 216 8,400 

Mud Logging - 28 days @ $ 700 / D 117 19,600 
718 5,500 218 5,500 
119 219 
120 11,600 220 
123 18,000 223 12,000 
124 

228 
229 25,000 
230 50,000 

250 

254 
255 

156 50,000 256 2,000 
258 
260 

161 162 
162 7,500 262 31,000 
197 8,000 

Directional - 6 days @ $ 7.400 / D 199 44,400 299 
Insurance 57,600 

199 10,000 299 5,000 
Total in tang ib les 1,022,700 202,400 

Abstracts ' Legal Fees 

Surveys / Permits / Environmental 
Righl-of. Way 
Location / Restoration 

Mob & De nob 

Transport! ition / Hauling / Barges 
Drilling / Completion Rig - Turnkey 
Drilling / Completion Rig - Day Rate 
Cementins - Matenals / Services 
Drilling Mid /Completion Fluids 
Water 
Fuel 

Open Holt - Logging / Coring 
Englneerir g / Supervision 
Geological / Pelrophyslcal Services 
Casing Se vices 
Supplies 
Drilling / Completion Overhead 

Equipment Rentals 
Surface Dt mages 
Slickline / ilwabbing 

Cased Hoi-3 - Logging / Perforating 
Stimulation - Materials / Services 
Coiled Tub ng - Materials / Services 
Chemicals • Other 

Gravel Pac< - Materials / Services 
Bits - Drillir g / Completion 
Treating 
Testing / Analysis 
Communications 
Labor 
P & A Expense 
Miscellaneous 

Contingenc es 

TANGIBLE. COSTS 

Conductor Pipe 110 
Surface Caning 400 ft 13 3/8" $22.00 / ft 121 8,800 
Intermediate Liner 4,600 ft. 9 5/8" $15.00 / ft 122 69,000 
Drilling Liner 122 
Production. jner 12,000 ft 7" $9.50/ft 226 114,000 
Tie-Back 226 
Tubing 12,000 ft 2 JIB' $3.25/ft 227 39,000 
Downhole E quipment 231 20,000 
Artificial Lift Equipment 222 35,000 
Tree & Oth« r Production Equipment 133 4,000 233 4,000 
Tanks 234 15,000 
Pipe, Fittings. Valves, etc. 235 5,000 
Separators, Treaiers, Heaters, etc. 236 5,000 

Total Tangib les 81,800 237,000 

Dry Hole Cos t 1,104,500 

Completed Wel l Cost 1,535,900 

APPROVALS 

Company Signature Title Dale 

IT IS RECOGNIZED THAT THE AMOUNTS HEREIN ARE ESTIMATES ONLY AND APPROVAL OF THIS AUTHORIZATION SHALL EXTEND TO THE ACTUAL 
. COSTS INCURRED IN CONDUCTING THE OPERATION SPECIFIED, WHETHER MORE OR LESS THAN THE AMOUNTS HEREIN SET OUT. 

f 
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Steven W. Morn Oil and Qas 

October 22, 2001 

CERTIFIED MAIL - RETURN RECEIPT REOUESTED 

Rollin M. Koppell, et ux Amalie 
P.O. Box 2878 
Harlingen, Texas 78550 

Re: E.S. Schaap #1 
T-17-S, R-38-E. N.M.P.M. 
Section 4: Lots 3, 4 & S/2 NW/4 (NW/4) 
Lea County, New Mexico 
Containing 156.40 acres, more or less 

Dear Mr. & Mrs. Koppell: 

Preston Exploration, LLC, hereby proposes the drilling of an approximate 12,000' Strawn test well at a location 
909 FNL & 2,310 FWL, Section 4, T-17-S, R-38-E, N.M.P.M., Lea County, New Mexico. Enclosed are two (2) 
copies of our AFE dated October 5, 2001. We propose that the spacing unit for the test well be Lot 3 (NE/4 
NW/4) containing approximately 38.08 acres. We intend to commence drilling operations before March 1, 2002. 

As the owner of an unleased mineral interest in the above referenced property, you are entitled to participate in the 
drilling of the proposed well. If you wish to participate, please so indicate by signing and returning one copy of 
the enclosed AFE as soon as possible. We will prepare and forward for your review a proposed joint operating 
agreement. 

If you prefer not to participate in the proposed well, further to our previous conversations and/or correspondence, 
we again request a lease of your 3/2560 mineral interest in the above referenced property (.18328 net mineral 
acres) on the following terms: 

1. A bonus consideration of $250.00 per net mineral acre 
2. A 1/5 royalty 
3. Two (2) year primary term (paid-up) 

If the above lease terms are acceptable, please so advise as soon as possible and we will forward an oil and gas 
lease for your signature. Your early response to this proposal is appreciated. Please call me at (915) 683-2449 if 
you have any questions. 

SWH/ae 

Enclosures: 2 

P. O. for 2755 Midland, Zacas 79702 (915) 683-2449 



WESTON EXPLORATION, LL\ 
AUTHORIZATION FOR EXPENDITURE 

L 4 M * U M VV«|{ No . 

E. S. Schaap # 1 Northwest Knowles 
A h c t i a . 

102001 
fa Exploratorv Well Cl Recomoletion U Injection U Other 
• Development Well • Workover • SWD 

^Original 
•Supplement 

Counly/Psrian. SUU 

Lea County, NM 
Survey /Towns nip 

Sec 4 -T17S - R38E 
UnJt OcacJiptloiVMusurBd Location 

909' FNL & 2,310' FWL 
Pro|ecl«jTD 

12,000 

Drill and complete exploratory well to Strawn formation. 

Description Drilling Completion 
Abstracts / Legal Fas* 101 500 201 
Surveys / Permits / Environmental 102 500 
Right-of-Way 103 
Location / Restoration 104 24.000 204 2,500 
Mob & Demob 105 45,000 205 
Transportation / Hauling / Barges 105 10,000 205 15,000 
Drilling 1 Complation Rig - Turnkey 107 207 
DrtWne/Completion Rio-Day Rate 42 Days ffl J 12.500 / 0 4 todays© J 1.6O0/D 101 525,000 2oa 18,000 
Cementing. Materials / Services 111 37,000 211 25,000 
Drilling Mud / Completion Fluids 112 40,000 212 
Water 113 15,000 213 3,000 
Fuel 114 214 
Open Hole - Logging / Coring 115 62.000 215 
Engineering / Supervision 115 31,500 216 8,400 
Geological / Petrophysical Services Mud Logging - 28 days (f$ S 700 / D 117 19,600 
Casing Services 111 5,500 216 5,500 
Supplies 119 219 
DrUting / Completion Overhead 120 11,600 220 
Equipment Rentals 123 18,000 223 12,000 
Surface Damages 124 
SlickJne / Swobbing 226 
Cased Hole . Logging / Perforating 229 25,000 
Stimulation . Materials / Services 230 50,000 
Coded Tubing - Materials / Services 250 
Chemicals - Other 254 
Gnvel Pack - Materials / Services 255 
Bits - Drilling / Completion 155 50,000 256 2,000 
Treating 256 
Testing /Analysis 260 
Communications 151 162 
Labor 152 7,500 262 31,000 
P 4 A Expense 197 8,000 
Miscellaneous Directional - 6 days @ S 7.400 / 0 199 44,400 299 

Insurance 57.600 

Contingencies 199 10,000 299 5,000 

Tota l In tang ib les 1,022.700 202,400 

Conductor Pipe 110 
Surface Casing 400 rt 13 3/8" $22.00 / fl 121 8,800 
Intermediate. Uner 4.600 ft. 9 5/8" $15.00/lt 122 69,000 
DrBIng Uner 122 
Production Uner 12.000 ft r 59.50 / ft 226 • 114.000 
Tie-Sack 226 
Tubing 12,000 ft 2 7/8- J325 /n 227 39,000 
Downhole Equipment 231 20,000 
Artificial Un Equipment 232 35,000 
Tree 1 Other Production Equipment 133 4,000 233 4,000 
Tanks 234 15,000 
Pipe, Fittings, Valves, e tc 235 5,000 
Separators. Tre Biers. Heaters, etc. 236 5,000 

Tota l Tang ib les 81,800 237,000 

Dry Hole C o s t 1,104,500 

Comple ted We l l Cost 1,535,900 

ict v . , -,: wmrnm 
Company Signature Oale 

IT1S RECOGNIZED THAT THE AMOUNTS HEREIN ARE ESTIMATES ONLY AND APPROVAL OF THIS AUTHORIZATION SHALL EXTEND TO THE ACTUAL. 
COSTS INCURRED IN CONDUCTING THE OPERATION SPECIFIED, WHETHER MORE OR LESS THAN THE AMOUNTS HEREIN SET OUT. 

{ I 
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Steven W. Morn Oil and Qas 

March 14, 2001 

Madd Ranch, Inc. 
P.O. Box 536 
Hobbs, NM 88240 

Re: Oil & Gas Lease Proposal, 
Lots 1, 2, 3, 4, S/2 N/2 (N/2) & SW/4 of Section 4 
T-17-S. R-38-E. N.M.P.M. 
Lea County, New Mexico 
Containing 471.84 net mineral acres, more or less 

Dear Sirs: 

The Deed Records of Lea County, New Mexico indicate Madd Ranch, Inc., as the owner of an 
undivided 18.2293% of 1/160 mineral interest under the above referenced property, being an 
undivided .53758 net mineral acres. 

Please let this letter serve as an offer to lease all of the undivided mineral interest owned by Madd 
Ranch, Inc., in the above referenced property according to the terms listed below: 

Your consideration and prompt response in this matter would be greatly appreciated. Please feel free 
to contact me with any questions or concerns you may have at (915) 683-2449. 

Respeetfully, 

• Three (3) year lease 
Paid Up 

• 3/16 Royalty 

• $75.00/acre bonus consideration 

Steven W. Horn 

SWH/ae 

P. O. %ox 2755 Midland, Zexas 79702 (915) 683-2449 



Stem W. Mom Oil and Qas 

October 15, 2001 

CERTIFDED MAIL - RETURN RECEIPT REOUESTED 

Madd Ranch, Inc. 
P.O. Box 536 
Hobbs, NM 88240 

Re: E.S. Schaap #1 
T-17-S. R-38-E. N.M.P.M. 
Section 4: Lots 3, 4 & S/2 NW/4 (NW/4) 
Lea County, New Mexico 
Containing 156.40 acres, more or less 

Dear Sirs: 

Preston Exploration, LLC, hereby proposes the drilling of an approximate 12,000' Strawn test well at a location 
909 FNL & 2,310 FWL, Section 4, T-17-S, R-38-E, N.M.P.M., Lea County, New Mexico. Enclosed are two (2) 
copies of our AFE dated October 5, 2001. We propose that the spacing unit for the test well be Lot 3 (NE/4 
NW/4) containing approximately 38.08 acres. We intend to commence drilling operations before March 1, 2002. 

As the owner of an unleased mineral interest in the above referenced property, you are entitled to participate in the 
drilling of the proposed well. If you wish to participate, please so indicate by signing and returning one copy of 
the enclosed AFE as soon as possible. We will prepare and forward for your review a proposed joint operating 
agreement. 

I f you prefer not to participate in the proposed well, further to our previous conversations and/or correspondence, 
we again request a lease of your 18.2293% of 1/160 mineral interest in the above referenced property (.17819 net 
mineral acres) on the following terms: 

1. A bonus consideration of $250.00 per net mineral acre 
2. A 1/5 royalty 
3. Three (3) year primary term (paid-up) 

If the above lease terms are acceptable, please so advise as soon as possible and we will forward an oil and gas 
lease for your signature. Your early response to this proposal is appreciated. Please call me at (915) 683-2449 if 
you have any questions. 

Steven W. Horn 

SWH/ae 

Enclosures: 2 

P. O. Uox 2755 Midland, Zacas 79702 (915) 683-2449 



PRESTON EXPLORATSON, LLC 
AUTHORIZATION FOR EXPENDITURE 

csate and Uvell No. 
E. S. Schaap # 1 

Mrospeu 

Northwest Knowles 
Mt-e no. 

102001 
S Exploratory Well • Recompletion U Iniection ^ Other 
• Development Well • 'Workover D SWD 

—(Original 
•Supplement 

CouAly/Psnsh, Stele 

Lea County, NM 
Lieacnofion of worK 

Survey/Towns nip 
S e c 4 - T 1 7 S - R 3 8 E 

Unit Descnotion/Measured Location 

909' FNL & 2,310'FWL 
Projected TD 

12,000 

Drill and complete exploratory well to Strawn formation. 

INTANGIBLE COSTS 1 ; 

Description Drilling Completion 
Abstracts / Legal Fees tor 500 201 
Surveys / Permits / Environmental 102 500 
Right-of-Way 103 
Location / Resloration 10A 24,000 204 2,500 
Mob & Demob 10S 45,000 205 
Transportation / Hauling / Barges 106 10,000 205 15,000 
Drilling / Completion Rig - Turnkey 107 207 
Drilling / Completion Rig - Day Rale 42 Davs @ S 12.500 / D & 10 days @ $ 1,800 / D 10B 525,000 208 18,000 
Cementing - Materials / Services 111 37,000 211 25,000 
Drilling Mud / Completion Fluids 112 40,000 212 
Water 113 15,000 213 3,000 
Fuel 114 214 
Open Hole - Logging / Coring 115 62,000 215 
Engineering / Supervision 116 31,500 216 8,400 
Geological / Petrophysical Services Mud Logging - 28 days @ S 700 / D 117 19,600 
Casing Services 118 5,500 218 5,500 
Supplies 119 219 
Drilling / Completion Overhead 120 11,600 220 
Equipment Rentals 123 18,000 223 12,000 
Surface Damages 124 
Sllckllne / Swabbing 228 
Cased Hole - Logging / Perforating 229 25,000 
Stimulation - Materials / Services 230 50,000 
Coiled Tubing - Materials / Services 250 
Chemicals - Other 254 
Gravel Pack - Materials / Services 255 
Bits - Drilling / Completion 156 50,000 256 2,000 
Treating 258 
Testing / Analysis 260 
Communications 161 162 
Labor 162 7,500 262 31,000 
P 4 A Expense 197 8,000 
Miscellaneous Directional - 6 days @ S 7,400 / D 199 44,400 299 

Insurance 57,600 

| 
Contingencies 199 10,000 299 I 5,000 

Total In tang ib les 1,022,700 202,400 | 

TANGIBLE-COSTS-

Conductor Pipe 110 
Surface Casing 400 ft 13 3/8" S22.D0 /11 121 8, BOO 
Intermediate Uner 4,600 ft. 9 5/8" S15.00/n 122 69,000 
Drilling Liner 122 
Production Liner 12.000 fl 7" 19.50/ft 226 114,000 
Tie-Back 226 
Tubing 12.000 ft 2 7/8" $3.25 / ft 227 39,000 
Downhole Equipment 231 20,000 
Artifiasl Lift Equipment 232 35,000 
Tree & Other Production Equipment 133 4,000 233 4,000 
Tanks 234 15,000 
Pipe, Fittings, Valves, elc. 235 5,000 
Separators, Treaters, Heaters, etc. 236 5,000 

Total Tangibles 81,800 237,000 

Dry Hole C o s t 1,104,500 

Completed Well Cost 1,535,900 

APPROVALS/ 

Company Signature TiUa Date 

IT IS RECOGNIZED THAT THE AMOUNTS HEREIN ARE ESTIMATES ONLY AND APPROVAL OF THIS AUTHORIZAVON SHALL EXTEND TO THE ACTUAL 
COSTS INCURRED IN CONDUCTING THE OPERATION SPECIFIED, WHETHER MORE OR LESS THAN THE AMOUNTS HEREIN SET OUT. 
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Steven W. Mom Oil and Qas 

October 22, 2001 

CERTIFIED MAIL - RETURN RECEIPT REQUESTED 

Madd Ranch, Inc. 
P.O. Box 536; 
Hobbs, NM 88240 

Re: E.S. Schaap #1 
T-17-S. R-38-E. N.M.P.M. 
Section 4: Lots 3, 4 & S/2 NW/4 (NW/4) 
Lea County, New Mexico 
Containing 156.40 acres, more or less 

Dear Sirs: 

Preston Exploration, LLC, hereby proposes the drilling of an approximate 12,000' Strawn test weIl~aTa location 
909 FNL & 2,310 FWL, Section 4, T-17-S, R-38-E, N.M.P.M., Lea County, New Mexico. Enclosed are two (2) 
copies of our AFE dated October 5, 2001. We propose that the spacing unit for the test well be Lot 3 (NE/4 
NW/4) containing approximately 38.08 acres. We intend to commence drilling operations before March 1, 2002. 

As the owner of an unleased mineral interest in the above referenced property, you are entitled to participate in the 
drilling of the proposed well. If you wish to participate, please so indicate by signing and returning one copy of 
the enclosed AFE as soon as possible. We will prepare and forward for your review a proposed joint operating 
agreement. 

If you prefer not to participate in the proposed well, further to our previous conversations and/or correspondence, 
we again request a lease of your 18.2293% of 1/160 mineral interest in the above referenced property (.17819 net 
mineral acres) on the following terms: 

1. A bonus consideration of $250.00 per net mineral acre 
2. A 1/5 royalty 
3. Two (2) year primary term (paid-up) 

If the above lease terms are acceptable, please so advise as soon as possible and we will forward an oil and gas 
lease for your signature. Your early response to this proposal is appreciated. Please call me at (915) 683-2449 if 
you have any questions. 

SWH/ae 

Enclosures: 2 

P. O. for 2755 Midland, Zeras 79702 (915) 683-2449 



rRESTON EXPLORATION, L U , 
AUTHORIZATION FOR EXPENDITURE 

L t t t * m i w«u NO. 

E. S. Schaap # 1 
rroj_-p«ci 

Northwest Knowles 102001 
B Exploratory Well • Recomcletion U Injection • otfier 
• Development Well • Workover • SWO 

HOriginal 
•Supplement 

CounrjVPinsn. SUU 

Lea County, NM 
Surwy/Townafiip 

Sec 4 -T17S - R38E 
UnN DsscrtpOonr'M M u r e d LocaUon 

909* FNL & 2,310' FWL 
Projacted TD 

12,000 
u u w u « worn • — » 
Drill and complete exploratory well to Strawn formation. 

Description Drillina Completion 
Abstracts/Legal Foes <0J 500 20f 
Surveys / Permits / Environmental f02 500 
Right-of-Way f£U 
Location / Restoration 104 24,000 204 2,500 
Moo & Demob 10S 45,000 205 
Transportation / Hauling / Barges lot 10,000 205 15,000 
Drilling / Completion Rig • Turnkey 107 207 
Dming/Completion Rig -Day Rale 42 Days Q J 12.500/D& todays g S 1,800 / 0 101 525,000 201 18,000 
Cementing • Materials / Services 111 37,000 211 25,000 
Drilling Mud / Completion Fluids 112 40,000 212 
Water 113 15,000 213 3,000 
Fuel 114 214 
Open Hole - Logging / Coring 11S 62.000 215 
Engineering / Supervision lie 31,500 215 8.400 
Geological /Petrophysical Services Mud Logging - 28 days @ J 700 / D 117 19,600 
Casing Services 111 5,500 21» 5,500 
Supplies 119 219 
Drilling / Completion Overhead 120 11,600 220 
Equipment Rentals 123 18,000 223 12,000 
Surface Damages 124 
Slicking / Swabbing 221 
Cued Hole - Logging / Perforating 229 25.000 
Stimulation • Materials / Services 230 50.000 
Coded Tubing - Materials / Services 250 
Chemlcsis - Other 254 
Grant Pack - Materials / Services 255 
Bits - Drilling / Completion 1SS 50,000 259 2,000 
Treating 253 
Testing /Analysis 250 
Corrmunicaflorts iei 152 
Labor 1S2 7,500 292 31,000 
P & A Expense 197 8,000 
Miscellaneous Directional - S days © S 7,400 / D 199 44,400 299 

Insurance 57,600 

Contingencies 199 10,000 299 5,000 

Tota l In tang ib les 1,022,700 202,400 

Conductor Pipe 110 
Surface Casing 400 ft 13 3/B" $22.00/ft 121 8,800 
Intermediate Uner 4.6X0 ft. 9 5/8- S15.00 / fl 122 69,000 
Drilling Uner 122 
Production Liner 12.000 ft 7" J9.50 / fl 229 114,000 
Tie-Beck 223 
Tubing 12.000 ft 2 7/T S3.25/I! 227 39,000 
Downhole Equipment 231 20,000 
ArtMdal Lift Equipment 232 35,000 
Tree & Other Production Equipment 133 4,000 233 4,000 
Tanks 234 15,000 
Pipe. Fittings, Vaivos. e tc 235 5,000 
Separators, Treater]. Heaters, etc 233 5,000 

Tota l Tang ib les 81,800 237,000 

Dry Hole Cost 1,104,500 
Completed Well Cost 1,535.900 

Company Signature Title Oate 

~~ IT IS RECOGNIZED THATTHE AMOUNTS HEREIN ARE ESTIMATES ONLY AND APPROVAL OF THIS AUTHORIZATION SHALL EXTEND TO THE ACTUAL. 
COSTS INCURRED IN CONDUCTING THE OPERAVON SPECIFIED, WHETHER MORE OR LESS THAN THE AMOUNTS HEREIN SET OUT. 

f I 
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Steven W. Morn Oil and Qas 

March 14, 2001 

Clark Phipps, Successor Trustee ofthe 
Kent C. Phipps Trust u/t/a 2/28/68 
525 S. Main, Suite 1500 
Tulsa, OK 74103 

Re: Oil & Gas Lease Proposal, 
Lots 1, 2, 3, 4, S/2 N/2 (N/2) & SW/4 of Section 4 
T-17-S. R-38-E. N.M.P.M. 
Lea County, New Mexico 
Containing 471.84 net mineral acres, more or less 

Dear Mr. Phipps: 

The Deed Records of Lea County, New Mexico indicate Clark Phipps as the trustee of an undivided 
1/80 mineral interest under the above referenced property, being an undivided 5.90 net mineral acres. 

Please let this letter serve as an offer to lease all of the undivided mineral interest owned by Clark 
Phipps, Trustee, in the above referenced property according to the terms listed below: 

Your consideration and prompt response in this matter would be greatly appreciated. Please feel free 
to contact me with any questions or concerns you may have at (915) 683-2449. 

• Three (3) year lease 
Paid Up 

• 3/16 Royalty 

• $75.00/acre bonus consideration 

Steven W. Horn 

SWH/ae 

P. O. fox 2755 Midland, Zexas 79702 (915) 683-2449 



Steven W. Mom Oil and Qas 

October 15,2001 

CERTIFIED MAIL - RETURN RECEIPT REOUESTED 

Clark Phipps, Successor Trustee of the 
Kent C. Phipps Trust u/t/a 2/28/68 
525 S. Main, Suite 1500 
Tulsa, OK 74103 

Re: E.S. Schaap #1 
T-17-S. R-38-E. N.M.P.M. 
Section 4: Lots 3, 4 & S/2 NW/4 (NW/4) 
Lea County, New Mexico 
Containing 156.40 acres, more or less 

Dear Mr. Phipps: 

Preston Exploration, LLC, hereby proposes the drilling of an approximate 12,000' Strawn test well at a location 
909 FNL & 2,310 FWL, Section 4, T-17-S, R-38-E, N.M.P.M., Lea County, New Mexico. Enclosed are two (2) 
copies of our AFE dated October 5, 2001. We propose that the spacing unit for the test well be Lot 3 (NE/4 
NW/4) containing approximately 38.08 acres. We intend to commence drilling operations before March 1, 2002. 

As the owner of an unleased mineral interest in the above referenced property, you are entitled to participate in the 
drilling of the proposed well. I f you wish to participate, please so indicate by signing and returning one copy of 
the enclosed AFE as soon as possible. We will prepare and forward for your review a proposed joint operating 
agreement. 

If you prefer not to participate in the proposed well, further to our previous conversations and/or correspondence, 
we again request a lease of your 1/80 mineral interest in the above referenced property (1.955 net mineral acres) 
on the following terms: 

1. A bonus consideration of $250.00 per net mineral acre 
2. A 1/5 royalty 
3. Three (3) year primary term (paid-up) 

If the above lease terms are acceptable, please so advise as soon as possible and we will forward an oil and gas 
lease for your signature. Your early response to this proposal is appreciated. Please call me at (915) 683-2449 if 
you have any questions. 

SWH/ae 

Enclosures: 2 

P. O. fox 2755 Midland, Zexas 79702 (915) 683-2449 



PRESTON EXPLORATION, LLC 
AUTHORIZATION FOR EXPENDITURE 

Lease ana wall NO. 
E. S. Sch aap # 1 Northwest Knowles 

*r-c no. 
102001 

H Exploratory Well j Recompletion LJ Injection • Other LtlOriginal 
• Development Well • Workover • SWD •Supplement 
Counly/Pensh. 5late 

Lea County, NM 
Sur̂ ey/Townsnip 
Sec 4 -T17S • R38E 

Unit Descnplion/Measured Location 
909' FNL & 2,310' FWL 

ProjeclecJ TO 

12,000 
uucnpaon ol worn 
Drill and complete exoloratorv we II to Strawn formation. 

INTANGIBLE COSTS 

Description Drilling Completion 
Abstracts / Legal Fees 101 500 201 
Survfys / Permits / Environmental 102 500 
Right • of - Way 103 
Location / Restoration 104 24.000 204 2,500 
Mob & Demob 105 45,000 205 
Transportation / Hauling / Barges 106 10,000 206 15.000 
Drilling / Completion Rig - Turnkey 107 207 
Drilling / Completion Rig - Day Rale 42 Days @ $ 12.500 / D & 10 days @ S 1.800 / D 10S 525,000 208 18.000 
Cementing - Materials / Services 111 37,000 211 25,000 
Drilling Mud / Completion Fluids 112 40,000 212 

Water 113 15,000 213 3,000 
Fuel 114 214 

Open Hole - Logging / Coring 115 62,000 215 
Engineering / Supervision 116 31,500 216 6,400 

Geological / Petrophysical Services Mud Logging - 28 days @ $ 700 / D 117 19,600 
Casing Services 11B 5,500 218 5,500 
Supplies 119 219 
Drilling / Completion Overhead 120 11,600 220 
Equipment Rentals 123 18,000 223 12,000 
Surfare Damages 124 
Slickline / Swabbing 226 
Cased Hole - Logging / Perforating 229 25,000 
Stimulation - Materials / Services 230 50,000 
Coiled Tubing - Materials / Services 250 
Chemicals - Other 254 
Gravel Pack - Materials / Services 255 
Bits - Drilling / Completion 156 50,000 256 2,000 
Treating 258 
Testing / Analysis 260 
Communications 161 162 
Labor 162 7,500 262 31,000 

P&A Expense 197 8,000 
Miscellaneous Directional - 6 days @ $ 7.400 / D 199 44,400 299 

Insurance 57,600 

Contingencies 199 10,000 299 5,000 

Total in tang ib les 1,022,700 202,400 

TANGIBLE-COSTS 

Conductor Pipe 110 
Surface Casing 400 fl 13 3/8" $22.00 / ft 121 8,800 
intermediate Liner 4,600 ft. 9 5/8" J15.00 / ft 122 69,000 
Drilling Uner 122 
Production Liner 12.000 fl V $9.50 /f t 226 114,000 
Tie-Back 226 
Tubing 12.000 fl 2 7/8" $3.25/ft 227 39,000 

Downhole Equipment 231 20,000 

Artificial Lift Equipment 232 35,000 
Tree & Other Production Equipment 133 4,000 233 4,000 
Tanks 234 15,000 
Pipe, Fittings, Valves, etc. 235 5,000 
Separators, Treaters, Heaters, elc. 236 5,000 

Total Tangibles 61,800 237,000 

Dry Hole C o s t 1,104,500 

Completed Well Cost 1,535,900 

APPROVALS.. 

Company Signature Title Dale 

IT IS RECOGNIZED THAT THE AMOUNTS HEREIN ARE ESTIMATES ONLY AND APPROVAL OF THIS AUTHORIZATION SHALL EXTEND TO THE ACTUAL 
COSTS INCURRED IN CONDUCTING THE OPERAVON SPECIFIED. WHETHER MORE OR LESS THAN THE AMOUNTS HEREIN SET OUT. 
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Steven W. Morn Oil and Qas 

October 22, 2001 

CERTIFIED MAIL - RETURN RECEIPT REOUESTED 

Clark Phipps, Successor Trustee of the 
Kent C. Phipps Trust u/t/a 2/28/68 
525 S. Main, Suite 1500 
Tulsa, OK 74103 

Re: E.S. Schaap #1 
T-17-S. R-38-E. N.M.P.M. 
Section 4: Lots 3, 4 & S/2 NW/4 (NW/4) 
Lea County, New Mexico 
Containing 156.40 acres, more or less 

Dear Mr. Phipps: 

Preston Exploration, LLC, hereby proposes the drilling of an approximate 12,000' Strawn test well at a location 
909 FNL & 2,310 FWL, Section 4, T-17-S, R-38-E, N.M.P.M., Lea County, New Mexico. Enclosed are two (2) 
copies of our AFE dated October 5, 2001. We propose that the spacing unit for the test well be Lot 3 (NE/4 
NW/4) containing approximately 38.08 acres. We intend to commence drilling operations before March 1, 2002. 

As the owner of an unleased mineral interest in the above referenced property, you are entitled to participate in the 
drilling of the proposed well. If you wish to participate, please so indicate by signing and returning one copy of 
the enclosed AFE as soon as possible. We will prepare and forward for your review a proposed joint operating 
agreement. 

If you prefer not to participate in the proposed well, further to our previous conversations and/or correspondence, 
we again request a lease of your 1/80 mineral interest in the above referenced property (1.955 net mineral acres) 
on the following terms: 

1. A bonus consideration of $250.00 per net mineral acre 
2. A 1/5 royalty 
3. Two (2) year primary term (paid-up) 

If the above lease terms are acceptable, please so advise as soon as possible and we will forward an oil and gas 
lease for your signature. Your early response to this proposal is appreciated. Please call me at (915) 683-2449 if 
you have any questions. 

Steven W. Horn 

SWH/ae 

Enclosures: 2 

P. O. Box 2755 Midland, Zexas 79702 (915) 683-2449 



E3TQM EXPLORATION, LLw 
AUTHORIZATION FOR EXPENDITURE 

^aaiu ana well No. 
E. S. Schaap 4 1 

jt-rospect 
Northwest Knowles 

Ml-c I10. 

102001 
s Exploratory Well • Recompletion U injection • Otner taOriginal 
• Development Well • Workover C SWD •Supp lement 
Caunly/Pansh, Stata 
Lea Counry, NM 

Survey/Townsnip 
Sec 4 -T17S R38E 

Unit Descnution/Measurad Location 
909' FNL & 2,310' FWL 

Projected TD 

12,000 

Drill and complete exrjloratory well to Strawn formation. 

INTANGIBLE COSTS 

Description Dnlling Completion 
Abstracts / Legal Fees 101 500 201 
Surveys / Permits / Environmental 102 500 
Right - ot • Way 103 
Location / Restoration 104 24,000 204 2.500 
Mob & Demob 105 45,000 205 
Transportation / Hauling / Barges 106 10,000 206 15,000 
Drilling / Completion Rig - Turnkey 107 207 
Drilling / Completion Rig . Day Rate 42 Days @ $ 12,500 / D & 10 aays @ $ 1,800 1 D 108 525,000 208 18,000 
Cementing - Materials / Services 111 37,000 211 25,000 
Drilling Mud / Completion Fluids 112 40,000 212 
Water 113 15,000 213 3,000 

Fuel 114 214 
Open Hole - Logging / Coring 115 62,000 215 
Engineering / Supervision 115 31,500 216 8,400 

Geological / Petrophysical Services Mud Logging • 28 days @ S 700 / D 117 19,600 
Casing Services 118 5,500 218 5,500 
Supplies 119 219 
Drilling / Completion Overhead 120 11,600 220 
Equipment Rentals 123 18,000 223 12,000 
Surface Damages 124 
Sllekilne / Swabbing 228 
CBsed Hole - Logging / Perforating 229 25,000 

Stimulation - Materials / Services 230 50,000 

Called Tubing - Materials / Services 250 
Chemicals - Other 254 
Gravel Pack - Materials / Services 255 
Bits - Drilling / Completion 155 50,000 256 2,000 
Treating 258 
Testing / Analysis 260 
Communications 161 162 
Labor 162 7,500 262 31,000 
P&A Expense 197 8,000 
Miscellaneous Directional - 6 days @ S 7,400 / D 199 44,400 299 

Insurance 57,600 

Contingencies 199 10,000 299 5,000 

Total Intangibles 1,022,700 202,400 

TANGIBLE. COSTS' 

Conductor Pipe ffO 
Surface Casing 400 ft 13 3/8" $22.00 / ft 121 8,800 
Intermediate Liner 4,600 ft. 9 5/8" $15.00 /ft 122 69,000 
Drilling Uner 122 
Production Liner 12,000 ft 7" $9.50/ft 226 114,000 
Tie-Back 226 
Tubing 12.000 ft 2 7/B" S3.25 / fl 227 39,000 

Downhole Equipment 231 20,000 
Artificial Lift Equipment 232 35,000 

Tree & Other Production Equipment 133 4,000 233 4,000 
Tanks 234 15,000 
Pipe, Fittings, Valves, etc. 235 5,000 

Separators, Treaters, Heaters, etc. 236 5,000 

Total Tang ib les 61.800 237,000 

I Dry Hole C o s t 1,104,500 

I Completed Well Cost 1,535,900 

APPROVALS, 

Company Signature Tlue Date 

IT IS RECOGNIZED THAT THE AMOUNTS HEREIN ARE ESTIMATES ONLY AND APPROVAL OF THIS AUTHORIZATION SHALL EXTEND TO THE ACTUAL 
COSTS INCURRED IN CONDUCTING THE OPERATION SPECIFIED, WHETHER MORE OR LESS THAN THE AMOUNTS HEREIN SET OUT 

f 
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Steven W. Mom Oil and Qas 

March 14, 2001 

Sam H. Seed & Lisa J. Seed 
Joint Tenants with Right of Survivorship 
13207 Calle Alto 
Hobbs, NM 88240 

Re: Oil & Gas Lease Proposal, 
Lots 1, 2, 3, 4, S/2 N/2 (N/2) & SW/4 of Section 4 
T-17-S. R-38-E. N.M.P.M. 
Lea County, New Mexico 
Containing 471.84 net mineral acres, more or less 

Dear Mr. & Ms. Seed: 

The Deed Records of Lea County, New Mexico indicate Sam H. Seed & Lisa J. Seed as Joint 
Tenants with Right of Survivorship of an undivided 12.5 0% of 1 / l 60 mineral interest under the above 
referenced property, being an undivided .36863 net mineral acres. 

Please let this letter serve as an offer to lease all of the undivided mineral interest owned by Sam H. 
Seed & Lisa J. Seed in the above referenced property according to the terms listed below: 

Your consideration and prompt response in this matter would be greatly appreciated. Please feel free 
to contact me with any questions or concerns you may have at (915) 683-2449. 

Respeefftilly, 

• Three (3) year lease 
Paid Up 

• 3/16 Royalty 

• $75.00/acre bonus consideration 

Steven W. Horn 

SWH/ae 

P. O. for 2755 Midland, Zeras 79702 (915) 683-2449 



Steven W. Morn Oil and Qas 

October 15, 2001 

CERTIFIED MAIL - RETURN RECEIPT REOUESTED 

Sam H. Seed & Lisa J. Seed, 
as Joint Tenants with Right of Survivorship 
13207 Calle Alto 
Hobbs, NM 88240 

Re: E.S. Schaap #1 
T-17-S. R-38-E, N.M.P.M. 
Section 4: Lots 3, 4 & S/2 NW/4 (NW/4) 
Lea County, New Mexico 
Containing 156.40 acres, more or less 

Dear Mr. & Mrs. Seed: 

Preston Exploration, LLC, hereby proposes the drilling of an approximate 12,000' Strawn test well at a location 
909 FNL & 2,310 FWL, Section 4, T-17-S, R-38-E, N.M.P.M., Lea County, New Mexico. Enclosed are two (2) 
copies of our AFE dated October 5, 2001. We propose that the spacing unit for the test well be Lot 3 (NE/4 
NW/4) containing approximately 38.08 acres. We intend to commence drilling operations before March 1, 2002. 

As the owner of an unleased mineral interest in the above referenced property, you are entitled to participate in the 
drilling of the proposed well. I f you wish to participate, please so indicate by signing and returning one copy of 
the enclosed AFE as soon as possible. We will prepare and forward for your review a proposed joint operating 
agreement. 

If you prefer not to participate in the proposed well, further to our previous conversations and/or correspondence, 
we again request a lease of your 12.50% of 1/160 mineral interest in the above referenced property (.12219 net 
mineral acres) on the following terms: 

1. A bonus consideration of $250.00 per net mineral acre 
2. A 1/5 royalty 
3. Three (3) year primary term (paid-up) 

I f the above lease terms are acceptable, please so advise as soon as possible and we will forward an oil and gas 
lease for your signature. Your early response to this proposal is appreciated. Please call me at (915) 683-2449 if 
you have any questions. 

SWH/ae 

Enclosures: 2 

P. O. Box 2755 Midland, Zeras 79702 (915) 683-2449 



PRESTON EXPLORATION, LLC 
AUTHORIZATION FOR EXPENDITURE 

Lease ana well No. |Prospfici ~ ~ 

E. S. Schaap # 1 1 Northwest Knowles 
*t-e no. 

102001 
M Exploratory Well • Resompieticn U iniection • Other 
• Development Well • Workover • SWD 

©Original 
•Supplement 

County/Pansh, Stale 
Lea County, NM 

Survey/TownsniD 
Sec 4 -T17S - R38E 

Unit Descnplion/Maasurod Location 
909' FNL & 2,310' FWL 

Projected TD 

12,000 
Jescnoaon ol work 
Drill and complete exDloratory well to Strawn formation. 

INTANGIBLE COSTS 

Description Drilling Completion 
Abstracts / Lagal Fees tor 500 201 
Surveys / Permits / Environmental 102 500 
Right-of-Way 103 
Location / Restoration 104 24,000 204 2,500 
Mob & Oemob 105 45,000 205 
Transportation / Hauling / Barges 105 10,000 206 15,000 
Drilling / Completion Rig - Turnkey 107 207 
Drilllncj / Completion RIO • Day Rate 42 Days @ $ 12,500 / D & 10 days @ $ 1,800 / D 108 525,000 208 18,000 
Cementing - Materials / Services 111 37,000 211 25,000 
Drilling Mud / Completion Fluids 112 40,000 212 
Water 113 15,000 213 3,000 
Fuel 114 214 
Open Hole - Logging / Coring 115 62,000 215 
Engineering / Supervision 116 31,500 216 8,400 
Geological / Petrophysical Services Mud Logging - 28 days @ S 700 / D 117 19,600 
Casing Services 118 5,500 218 5,500 
Supplies 119 219 
Drilling / Completion Overhead 120 11,600 220 
Equipment Rentals 123 18,000 223 12,000 
Surface Damages 124 
Sllckllne; Swabbing 228 
Cased Hole - Logging / Perforating 229 25,000 
Stimulation - Materials / Services 230 50,000 
Colied Tubing - Materials / Services 250 
Chemicals - Other 254 
Gravel Pack - Materials / Services 255 
Bits - Drilling / Completion 156 50,000 256 2,000 
Treating 258 
Testing / Analysis 260 
Communications 161 162 
Labor 162 7,500 252 31,000 
P 4 A Expense 197 8,000 
Miscellaneous Directional - 6 days @ S 7,400 / D 199 44,400 299 

Insurance 57,600 

Contingencies 199 10,000 299 5,000 
Total In tang ib les 1,022,700 202.400 

;: TANGIBLE. COSTS 

Conductor Pipe 110 
Surface Casing 400 tt 13 3/8" $22.00 / n 121 8,800 
Intermediate Liner 4,600 ft. 9 5/6" $15.00 / n 122 69,000 
Drilling Uner 122 
Production Liner 12.000 ft 7" $9.50/ft 22S 114,000 
Tie-Back 226 
Tubing 12,000 ft 2 7/g- 53.25 /ft 227 39,000 

Downhole Equipment 231 20,000 
Artificial Lift Equipment 232 35,000 
Tree 4 Other Production Equipment 133 4,000 233 4,000 
Tanks 234 15,000 
Pipe, Fittings, Valves, elc. 235 5,000 
Separators, Treaters, Heaters, elc. 236 5,000 

Total Tangib les 81,800 237,000 

Dry Hole C o s t 1,104,500 

Completed Well Cost 1,535,900 

APPROVALS 

Company Signature Title Date 

IT IS RECOGNIZED THAT THE AMOUNTS HEREIN ARE ESTIMATES ONLY AND APPROVAL OF THIS AUTHORIZATION SHALL EXTEND TO THE ACTUAL 
COSTS INCURRED IN CONDUCTING THE OPERATION SPECIFIED, WHETHER MORE OR LESS THAN THE AMOUNTS HEREIN SET OUT. 
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Steven W. Morn Oil and Qas 

October 22, 2001 

CERTIFIED MAIL - RETURN RECEIPT REQUESTED 

Sam H. Seed & Lisa J. Seed, 
as Joint Tenants with Right of Survivorship 
13207 Calle Alto 
Hobbs, NM 88240 

Re: E.S. Schaap #1 
T-17-S. R-38-E. N.M.P.M. 
Section 4: Lots 3, 4 & S/2 NW/4 (NW/4) 
Lea County, New Mexico 
Containing 156.40 acres, more or less 

Dear Mr. & Mrs. Seed: 

Preston Exploration, LLC, hereby proposes the drilling of an approximate 12,000' Strawn test well at a location 
909 FNL & 2,310 FWL, Section 4, T-17-S, R-38-E, N.M.P.M., Lea County, New Mexico. Enclosed are two (2) 
copies of our AFE dated October 5, 2001. We propose that the spacing unit for the test well be Lot 3 (NE/4 
NW/4) containing approximately 38.08 acres. We intend to commence drilling operations before March 1, 2002. 

As the owner of an unleased mineral interest in the above referenced property, you are entitled to participate in the 
drilling of the proposed well. If you wish to participate, please so indicate by signing and returning one copy of 
the enclosed AFE as soon as possible. We will prepare and forward for your review a proposed joint operating 
agreement. 

If you prefer not to participate in the proposed well, further to our previous conversations and/or correspondence, 
we again request a lease of your 12.50% of 1/160 mineral interest in the above referenced property (.12219 net 
mineral acres) on the following terms: 

1. A bonus consideration of $250.00 per net mineral acre 
2. A 1/5 royalty 
3. Two (2) year primary term (paid-up) 

If the above lease terms are acceptable, please so advise as soon as possible and we will forward an oil and gas 
lease for your signature. Your early response to this proposal is appreciated. Please call me at (915) 683-2449 if 
you have any questions. 

Sincerely, 

Steven W. Horn 

SWH/ae 

Enclosures: 2 

P. O. Box 2755 Midland, Zexas 79702 (915) 683-2449 



rRESTON EXPLORATION, LL 
AUTHORIZATION FOR EXPENDITURE 

LaaaaandWallNo. 
E.S. Schaap # 1 Northwest Knowles 

A*-c no. 

102001 
i i ExDloratorv Well n Recomnletlon U Iniectjon • Other 

• Development Well • Workover • SWD 
^Or ig ina l 

•Supp lement 
County/ParaA. Stala 
Lea County, NM 

SursMy/TowrurUp 

S e c 4 - T 1 7 S - R 3 8 E 

Un* DMolpuonrMauurad LocaUon 
909" FNL & 2,310' FWL 

Preladtd TO 
12,000 

"•uuutmavim . . . 
Drill and complete exploratory well to Strawn formation. 

Description Drilling Completion 
Abstracts / Lags! F e u 101 500 201 
Survey] / Permits / Environmental 102 500 
Right-of -way 103 

Location / Restoration 10* 24,000 204 2.500 
Mob & Demob 105 45,000 205 
Transportation / Hauling / Barges 10S 10,000 205 15,000 
Drilling / Completion Rig - Turnkey 107 207 
Drtttng/Completion Rig-Day Rate 42 Days jl) J 12.500/DJ. 10days©S 1.BOO/D 101 525,000 201 18,000 
Cementing - Materials / Servicas 111 37,000 211 25.000 
DrUUng Mud / Completion Fluids 112 40,000 212 
Water 113 15,000 213 3,000 

Fuel 114 214 

Open Hole - Logging / Coring 115 82,000 215 
Engineering / Supervision 115 31,500 216 8.400 

Geological / Petrophysical Services Mud Logging - 28 days @ $ 700 /0 117 19,600 
Casing Services 116 5,500 21S 5,500 
Supplies 119 219 

Drilling / Completion Overhead 120 11,600 220 
Equipment Rentals 123 18,000 223 12,000 
Surface Damages 124 

SlicUne / Swobbing 226 
Cased Hole - Logging / Perforating 229 25,000 
Stimulation - Materials / Services 230 50,000 

Coled Tubing - Materials / Services 250 

Chemicals - Other 254 

Gravel Pack - Materials / Services 255 
Blti - DrtUIng / Completion 155 50,000 256 2,000 

Treating 25* 
Testing /Analysis 250 

Comrnunlcallona 151 162 
Labor 152 7,500 262 31,000 

P & A Expense 197 8,000 

Miscellaneous Directional - 8 days © S 7.400 / D 199 44,400 299 

Insurance 57,600 

Contingencies 199 | 10,000 299 5,000 

Tota l In tang ib les 1,022,700 202,400 

Conductor Pipe f<0 

Surface Casing 400 ft 13 2JBT $22.00/11 121 8.600 
Intermediate Uner 4.800 fL 9 5/8- 515.00/(1 122 69,000 
Drilling Uner 122 

Production Uner 12.000 ft T $9.50/ft 22a 114.000 

Tie-Back 22S 
Tubing 12.000 It 2 inr $3.25/rt 227 39,000 

Downhole Equipment 23f 20,000 

Artificial UR Equipment 232 35,000 

Tree & Other Production Equipment 133 4,000 233 4,000 

Tanks 234 15,000 

Pipe. Fittings, Valves, etc 235 5,000 

Separators, Treatera, Heaters, etc 235 5,000 

Total Tang ib les 81,800 237,000 

Dry Hole Cos t 1,104,500 

Comple ted We l l Cost 1,535,900 

. APBROVAES> 

Company Signature TWe Date 

ITIS RECOGNIZED THAT THE AMOUNTS HEREIN ARE ESTIMATES ONLY AND APPROVAL OF THIS AUTHORIZATION SHALL EXTEND TO THE ACTUAL, 
COSTS INCURRED IN CONDUCTING THE OPERATION SPECIFIED, WHETHER MORE OR LESS THAN THE AMOUNTS HEREIN SET OUT. 
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Steven W, Mom 
z 

Oil and Qas 

March 14, 2001 

Pacific Enterprises ABC Corporation 
3131 Turtle Creek Blvd., Suite 1101 
Dallas, Texas 75129 

Re: Oil & Gas Lease Proposal, 
Lots 1, 2, 3, 4, S/2 N/2 (N/2) & SW/4 of Section 4 
T-17-S. R-38-E. N.M.P.M. 
Lea County, New Mexico 
Containing 471.84 net mineral acres, more or less 

Dear Sirs: 

The Deed Records of Lea County, New Mexico indicate Pacific Enterprises ABC Corporation as the 
owner of an undivided 1/60 mineral interest under the above referenced property, being an undivided 
7.86 net mineral acres. 

Please let this letter serve as an offer to lease all of the undivided mineral interest owned by Pacific 
Enterprises ABC Corporation in the above referenced property according to the terms listed below: 

• Three (3) year lease 
Paid Up 

• 3/16 Royalty 

• $75.00/acre bonus consideration 

Your consideration and prompt response in this matter would be greatly appreciated. Please feel free 
to contact me with any questions or concerns you may have at (915) 683-2449. 

SWH/ae 

P. O. Kox 2755 Midland, Zexas 79702 (915) 683-2449 



Steven W. Morn Oil and Qas 

October 15, 2001 

CERTIFIED MAIL - RETURN RECEIPT REQUESTED 

Sempra Energy Production Co. 
8235 Douglas Avenue, Suite 525 
Dallas, Texas 75225 

Attn: Sara Williams 

Re: E.S. Schaap #1 
T-17-S. R-38-E. N.M.P.M. 
Section 4: Lots 3, 4 & S/2 NW/4 (NW/4) 
Lea County, New Mexico 
Containing 156.40 acres, more or less 

Dear Ms. Williams: 

Preston Exploration, LLC, hereby proposes the drilling of an approximate 12,000' Strawn test well at a location 
909 FNL & 2,310 FWL, Section 4, T-17-S, R-38-E, N.M.P.M., Lea County, New Mexico. Enclosed are two (2) 
copies of our AFE dated October 5, 2001. We propose that the spacing unit for the test well be Lot 3 (NE/4 
NW/4) containing approximately 38.08 acres. We intend to commence drilling operations before March 1, 2002. 

As the owner of an unleased mineral interest in the above referenced property, you are entitled to participate in the 
drilling of the proposed well. I f you wish to participate, please so indicate by signing and returning one copy of 
the enclosed AFE as soon as possible. We will prepare and forward for your review a proposed joint operating 
agreement. 

I f you prefer not to participate in the proposed well, further to our previous conversations and/or correspondence, 
we again request a lease of your 1/60 mineral interest in the above referenced property (2.60667 net mineral 
acres) on the following terms: 

1. A bonus consideration of $250.00 per net mineral acre 
2. A 1/5 royalty 
3. Three (3) year primary term (paid-up) 

If the above lease terms are acceptable, please so advise as soon as possible and we will forward an oil and gas 
lease for your signature. Your early response to this proposal is appreciated. Please call me at (915) 683-2449 if 
you have any questions. 

Sincerely, 

Steven W. Horn 

SWH/ae 

Enclosures: 2 

P. O. Box 2755 Midland, Zexas 79702 (915) 683-2449 



PRESTON EXPLORATION, LLC 
AUTHORIZATION FOR EXPENDITURE 

Lease ana well No. (Prospect 
E. 3. Schaap # 1 j Northwest Knowles 

Kt-c no, 

102001 
M Exploratory Well • Recompletion U Iniection • Other 
• Development Well • Workover • SWO 

BOriginal 
•Supplement 

Count/ZPansn. State 

Lea County, NM 
Survey/Towns nip 

Sec 4 -T17S - R38E 
Unrt DesciciiionyMeasured Location 

909' FNL & 2,310' FWL 
Projected TD 

12,000 
wescnpaon oi worn 
Drill and complete exploratorv well to Strawn formation. 

•. ••• INTANGIBLE COSTS 

Description Drilling Completion 
Abstracts / Legal Fees 101 500 201 
Surveys / Permits / Environmental 102 500 
Righl-of-Way 103 

Location / Restoration 104 24,000 204 2,500 
Mob & Demob 105 45,000 205 
Transportation / HBUlino 1 Barges 106 10,000 206 15,000 
Drillina ' Completion Rig - Turnkey 107 207 
Drilling / Completion Rig - Day Rate 42 Days @ $ 12,500 / D & 10 days (ffl $ 1,800 / D 106 525,000 208 18,000 
Cementing - Materials / Services 111 37,000 211 25,000 
Drilling Mud / Completion Fluids 112 40.000 212 

Water 113 15,000 213 3,000 
Fuel 114 214 

Open Hole - Logging / Coring 115 62,000 215 
Engineering / Supervision 116 31,500 216 6,400 
Geological / Petrophysical Services Mud Logging - 28 days @ $ 700 / D 117 19,600 
Casing Services 118 5,500 218 5,500 
Supplies 119 219 
Drilling / Completion Overhead 120 11,600 220 
Equipment Rentals 123 18,000 223 12,000 
Surface Damages 124 
Sllckllne / Swabbing 228 
Cased Hole - Logging / Perforating 229 25,000 
Stimulation - Materials 1 Services 230 50,000 
Coiled Tubing - Materials / Services 250 
Chemicals - Other 254 
Gravel Pack - Materials / Services 255 
Bits - Drilling / Completion 156 50,000 256 2,000 
Treating 258 
Testing / Analysis 260 
Communications 161 162 
Labor 162 7,500 262 31,000 

P&A Expense 197 8,000 
Miscellaneous Directional - 6 days @ $ 7,400 / D 199 44,400 299 

Insurance 57,600 

Contingencies 199 10,000 299 5,000 

Total In tangib les 1,022,700 202.400 

TANGIBLE. COSTS 

Conductor Pipe 110 

Surface Casing 400 ft 1 3 3/8" $22.00/ft 121 8,800 
Intermediate Liner 4.600 ft. 9 5/8" S15.00/ft T22 69.000 
Drilling Liner 122 
Production Liner 12.000 ft 7" $9.50/ft 226 114,000 
Tie-Back 226 
Tubing 12,000 ft 2 7/8" $3.25 /ft 227 39,000 

Downhole Equipment 231 20,000 

Artificial Lift Equipment 232 35,000 

Tree & Other Production Equipment 133 4,000 233 4,000 

Tanks 234 15,000 
Pipe, Fittings, Valves, etc. 235 5,000 

Separators, Treaters, Heaters, etc. 236 5,000 

Total Tang ib les 81,800 237,000 

Dry Hole Cos t 1,104,500 

Completed Wel l Cost 1,535,900 

APPROVALS 

Company Signature Title Date 

IT JS RECOGNIZED THAT THE AMOUNTS HEREIN ARE ESTIMATES ONLY AND APPROVAL OF THIS AUTHORIZAVON SHALL EXTEND TO THE ACTUAL 
COSTS INCURRED IN CONDUCTING THE OPERAVON SPECIFIED, WHETHER MORE OR LESS THAN THE AMOUNTS HEREIN SET OUT. 
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Steven W. Mom Oil and Qas 

October 22, 2001 

CERTIFIED MAIL - RETURN RECEIPT REQUESTED 

Sempra Energy Production Co. 
8235 Douglas Avenue, Suite 525 
Dallas, Texas 75225 

Attn: Sara Williams 

Re: E.S. Schaap #1 
T-17-S. R-38-E. N.M.P.M. 
Section 4: Lots 3, 4 & S/2 NW/4 (NW/4) 
Lea County, New Mexico 
Containing 156.40 acres, more or less 

Dear Ms. Williams: 

Preston Exploration, LLC, hereby proposes the drilling of an approximate 12,000' Strawn test well at a location 
909 FNL & 2,310 FWL, Section 4, T-17-S, R-38-E, N.M.P.M., Lea County, New Mexico. Enclosed are two (2) 
copies of our AFE dated October 5, 2001. We propose that the spacing unit for the test well be Lot 3 (NE/4 
NW/4) containing approximately 38.08 acres. We intend to commence drilling operations before March 1, 2002. 

As the owner of an unleased mineral interest in the above referenced property, you are entitled to participate in the 
drilling of the proposed well. If you wish to participate, please so indicate by signing and returning one copy of 
the enclosed AFE as soon as possible. We will prepare and forward for your review a proposed joint operating 
agreement. 

If you prefer not to participate in the proposed well, further to our previous conversations and/or correspondence, 
we again request a lease of your 1/60 mineral interest in the above referenced property (2.60667 net mineral 
acres) on the following terms: 

1. A bonus consideration of $250.00 per net mineral acre 
2. A 1/5 royalty 
3. Two (2) year primary term (paid-up) 

If the above lease terms are acceptable, please so advise as soon as possible and we will forward an oil and gas 
lease for your signature. Your early response to this proposal is appreciated. Please call me at (915) 683-2449 if 
you have any questions. 

Steven W. Horn 

SWH/ae 

Enclosures: 2 

P. O. Box 2755 Midland, Zexas 79702 (915) 683-2449 



r - . : 

1 PRESTON EXPLORATION, LLC 
AUTHORIZATION FOR EXPENDITURE 

L i n t and WaU No. 

E. S. Schaap # 1 
Prosped 

Northwest Knowles 
Ate no. 

102001 
Exploratory Well • Recompletion U Injection • Other 

• Development Well • Workover • SWD 
tSlOriginal 
•Supplement 

Counly/Pihsh, SUti 

Lea County, NM 
S urvBy/Towruntp 

Sec 4 -T17S - R38E 
Unit Dos dipt lon/Maaaured LocaUon 

909' FNL & 2,310* FWL 
Pro|BCJed TO 

12,000 

Drill and complete exploratory well to Strawn formation. 

^ I N T A N G I B L E ; C . O S ^ ^ 

Description Orilllng Completion 
Abstracts / Legal Feaa 101 500 201 
Surveys / Permits / Environmental 102 500 
Right-of-Way 103 

Location / Restoration 104 24,000 204 2,500 
Mob 1 Demob 105 45,000 205 
Transportation / Hauling 1 Barges 108 10,000 208 15,000 
Drilling / Completion Rig - Turnkey 107 207 
Drilling 1 Completion Rig - Oay Rale 42 Days @ J 12.500 / D & 10 days ® S 1,800 / D 108 525.000 208 18,000 
Cementing • Materials / Services 111 37,000 211 25,000 
Drilling Mud / Completion Fluids 112 40,000 212 
Water 113 15,000 213 3,000 
FutH 114 214 
Open Hole - Logging / Coring 115 62,000 215 
Engineering / Supervision 118 31,500 218 8,400 
Geological / Petrophysical Services Mud Logging - 2B days @ $ 700 / D 117 19,800 
Casing Services 118 5,500 218 5,500 
Supplies 119 219 
Drilling / Completion Overhead 120 11,600 220 
Equipment Rentals 123 18,000 223 12,000 
Surface Damages 124 
Sllckllne / Swobbing 223 
Cased Hole - Logging / Perforating 229 25,000 
Stimulation - Materials / Services 230 50,000 
Colled Tubing - Materials / Services 250 
Chemicals - Other 254 
Gravel Pack - Materials / Services 255 
BtU - Drilling / Completion 158 50,000 258 2,000 
Treating 258 
Testing / Analysis 250 
Communications 181 152 
Labor 152 7,500 252 31,000 
P & A Expense 197 8,000 
Miscellaneous Directional - 8 days @ S 7.400 / D 199 44,400 299 

Insurance 57,600 

Contingencies 199 10,000 299 5,000 
Total In tang ib les 1,022,700 202,400 

Conductor Pipe 110 
Surface Casing 400 ft 13 3/8" S22.00 / ft 121 8,800 
Intermediate Uner 4,600 ft. 9 5/8" J15.00/fl 122 69,000 
Drilling Uner 122 
Production Uner 12,000 ft V J9.50/ft 22S 114,000 
Tle-$ac)( 229 
Tubing 12.000 fl 2 7/8" S3.25/ft 227 39,000 
Downhole Equipment 231 20,000 
Artificial Un Equipment 232 35,000 
Tree & Other Production Equipment 133 4,000 233 4,000 
Tanks 234 15,000 
Pipe, Fittings, Valves, etc 235 5,000 
Separators. Treaters, Heaters, etc. 238 5,000 

Total Tang ib les 81,800 237,000 

Dry Hole Cost 1,104,500 
Completed Well Cost 1,535,900 

. APPROVALS; . .... - . . i : ^ ; ^ ^ 

Company Signature Title Dais 

ITIS RECOGNIZED THAT THE AMOUNTS HEREIN ARE ESTIMATES ONLY AND APPROVAL OF THIS AUTHORIZATION SHALL EXTEND TO THE ACTUAL. 

COSTS INCURRED IN CONDUCTING THE OPERATION SPECIFIED, WHETHER MORE OR LESS THAN THE AMOUNTS HEREIN SET OUT. 

f 
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Steven W. Morn Oil and Qas 

March 14, 2001 

E. Lila Snow 
4223 S. Darlington Avenue 
Tulsa, OK 74135 

Re: Oil & Gas Lease Proposal, 
Lots 1, 2, 3, 4, S/2 N/2 (N/2) & SW/4 of Section 4 
T-17-S. R-38-E. N.M.P.M. 
Lea County, New Mexico 
Containing 471.84 net mineral acres, more or less 

Dear Ms. Snow: 

The Deed Records of Lea County, New Mexico indicate E. Lila Snow as the owner of an undivided 
6% of 1/40 mineral interest under the above referenced property, being an undivided .70776 net 
mineral acres. 

Please let this letter serve as an offer to lease all of the undivided mineral interest owned by E. Lila 
Snow in the above referenced property according to the terms listed below: 

Your consideration and prompt response in this matter would be greatly appreciated. Please feel free 
to contact me with any questions or concerns you may have at (915) 683-2449. 

• Three (3) year lease 
Paid Up 

• 3/16 Royalty 

• $75.00/acre bonus consideration 

Steven W. Horn 

SWH/ae 

P. O. Box 2755 Midland, Zexas 79702 (915) 683-2449 



Steven W. Mom Oil and Qas 

October 15, 2001 

CERTIFIED MAIL - RETURN RECEIPT REOUESTED 

E. Lila Snow 
4223 S. Darlington Avenue 
Tulsa, OK 74135 

Re: E.S. Schaap #1 
T-17-S. R-38-E. N.M.P.M. 
Section 4: Lots 3, 4 & S/2 NW/4 (NW/4) 
Lea County, New Mexico 
Containing 156.40 acres, more or less 

Dear Ms. Snow: 

Preston Exploration, LLC, hereby proposes the drilling of an approximate 12,000' Strawn test well at a location 
909 FNL & 2,310 FWL, Section 4, T-17-S, R-38-E, N.M.P.M., Lea County, New Mexico. Enclosed are two (2) 
copies of our AFE dated October 5, 2001. We propose that the spacing unit for the test well be Lot 3 (NE/4 
NW/4) containing approximately 38.08 acres. We intend to commence drilling operations before March 1, 2002. 

As the owner of an unleased mineral interest in the above referenced property, you are entitled to participate in the 
drilling of the proposed well. I f you wish to participate, please so indicate by signing and returning one copy of 
the enclosed AFE as soon as possible. We will prepare and forward for your review a proposed joint operating 
agreement. 

I f you prefer not to participate in the proposed well, further to our previous conversations and/or correspondence, 
we again request a lease of your 6% of 1/40 mineral interest in the above referenced property (.23460 net mineral 
acres) on the following terms: 

1. A bonus consideration of $250.00 per net mineral acre 
2. A 1/5 royalty 
3. Three (3) year primary term (paid-up) 

If the above lease terms are acceptable, please so advise as soon as possible and we will forward an oil and gas 
lease for your signature. Your early response to this proposal is appreciated. Please call me at (915) 683-2449 if 
you have any questions. 

SWH/ae 

Enclosures: 2 

P. O. Box 2755 Midland, Zexas 79702 (915) 683-2449 



PRESTON EXPLORATION, LLC 
AUTHORIZATION FOR EXPENDITURE 

Leate ano well No. 
E. S. Schaap # 1 Northwest Knowles 

A r c HO 

102001 
S§ Exploratory Well • Recompletion • injection • Other HOriginal 
• Development Well • Workover • SWD •Supplement 
County/Parish, State 
Lea County, NM 

[Survey/Townsnio 
jSec 4 -T17S - R38E 

I'Jnrt DescnDtion/Measured Location 

j909" FNL & 2,310' FWL 
Projeded TD 

12,000 

Drill and complete exploratory well to Strawn formation. 

[ . ... . . ; INTANGIBLE COSTS' - • v l - | 

Description Drilling Completion 
Abstracts / Legal Fees 101 500 201 
Surveys / Permits / Environmental 102 500 
Right-of-Way 103 
Locallor / Restoration 104 24.000 204 2,500 
Mob & Demob 105 45.000 205 
Transportation / Hauling / Barges 106 10,000 206 15,000 
Drilling / Completion Rig - Turnkey 107 207 
Drilling / Completion Rig - Day Rale 42 Days <S> S 12.500 / D & 10 days <§ S 1,800 / D 106 525,000 208 18,000 
Cementing - Materials / Services 111 '37,000 211 25,000 
Drilling Mud / Completion Fluids 112 40,000 212 
Water 113 15,000 213 3,000 
Fuel 114 214 
Open Hole - Logging / Coring 115 62,000 215 
Engineering / Supervision 116 31.500 216 8,400 
Geological / Petrophysical Services Mud Logging - 28 days @ $ 700 / D 117 19,600 
Casing Services 11B 5,500 218 5,500 
Supplies 119 21S 
Drilling / Completion Overhead 120 11.600 220 
Equipment Rentals 123 18,000 223 12,000 
Surface Damages 124 
Sllckline / Swabbing 228 
Cased Hole - Logging / Perforating 229 25,000 
Stimulation - Materials / Services 230 50,000 
Colled Tubing - Materials / Services 250 
Chemicals - Other 254 
Gravel Pack - Materials / Services 255 
Bits - Drilling / Completion 156 50,000 256 2,000 
Treating 25a 
Testing / Analysis 260 
Communications 161 162 
Labor 162 7,500 262 31,000 
P&A Expense 197 6,000 
Miscellaneous Directional - 6 days @ S 7.400 i D 199 44,400 299 

Insurance 57,600 

Contingencies 199 10,000 299 5,000 

Total In tangib les 1,022,700 202,400 

TANGIBLE-COSTS 

Conductor Pipe fit? 
Surface Casing 400 ft 13 3/B" $22.00 / ft 121 6,800 
Intermediate Liner 4,600 ft. 9 5/8" 515.00 in 122 69,000 
Drilling Uner 122 
Production Liner 12,000 ft 7" 59.50 in 226 114,000 
Tie-Back 226 
Tubing 12,000 ft 2 7/8" 53.25 / ft 227 39,000 
Downhole Equipment 231 20,000 
Artificial Lift Equipment 232 35,000 
Tree & Other Production Equipment 133 4,000 233 4,000 
Tanks 234 15,000 
Pipe, Fittings, Valves, etc. 235 5,000 
Separators, Treaters, Heaters, etc. 236 5,000 

Tota l Tang ib les 81,800 237,000 

Dry Hole C o s t 1,104,500 

Completed Well Cost 1,535,900 

APPROVALS 

Company Signature Title Date 

IT IS RECOGNIZED THAT THE AMOUNTS HEREIN ARE ESTIMATES ONLY AND APPROVAL OF THIS AUTHORIZATION SHALL EXTEND TO THE ACTUAL 

COSTS INCURRED IN CONDUCING THE OPERAVON SPECIFIED, WHETHER MORE OR LESS THAN THE AMOUNTS HEREIN SET OUT. 
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Steven W. Mom Oil and Qas 

October 22, 2001 

CERTIFIED MAIL - RETURN RECEIPT REQUESTED 

E. Lila Snow 

4223 S. Darlington Avenue 
Tulsa, OK 74135 

Re: E.S. Schaap #1 
T-17-S. R-38-E. N.M.P.M. 
Section 4: Lots 3,4 & S/2 NW/4 (NW/4) 
Lea County, New Mexico 
Containing 156.40 acres, more or less 

Dear Ms. Snow: 

Preston Exploration, LLC, hereby proposes the drilling of an approximate 12,000' Strawn test well at a location 
909 FNL & 2,310 FWL, Section 4, T-17-S, R-38-E, N.M.P.M., Lea County, New Mexico. Enclosed are two (2) 
copies of our AFE dated October 5, 2001. We propose that the spacing unit for the test well be Lot 3 (NE/4 
NW/4) containing approximately 38.08 acres. We intend to commence drilling operations before March 1, 2002. 

As the owner of an unleased mineral interest in the above referenced property, you are entitled to participate in the 
drilling of the proposed well. If you wish to participate, please so indicate by signing and returning one copy of 
the enclosed AFE as soon as possible. We will prepare and forward for your review a proposed joint operating 
agreement. 

If you prefer not to participate in the proposed well, further to our previous conversations and/or correspondence, 
we again request a lease of your 6% of 1/40 mineral interest in the above referenced property (.23460 net mineral 
acres) on the following terms: 

1. A bonus consideration of $250.00 per net mineral acre 
2. A 1/5 royalty 
3. Two (2) year primary term (paid-up) 

If the above lease terms are acceptable, please so advise as soon as possible and we will forward an oil and gas 
lease for your signature. Your early response to this proposal is appreciated. Please call me at (915) 683-2449 if 
you have apy-jquestions. 

SWH/ae 

Enclosures: 2 

P. O. Box 2755 Midland, Zexas 79702 (915) 683-2449 



rRESTON EXPLORATION, LLv 
AUTHORIZATION FOR EXPENDITURE 

Ittt* And WaU Ho. 
E. S. Schaap # 1 Northwest Knowles 

Ah end. 

102001 
Bi Exploratory Well (~1 Recomoletlon U Injection • other 
• Development Well • Workover • SWD 

^Original 
•Supplement 

CewtyvPuisft, SUte 
Lea County, NM 

Surv«y/TownsnJp 
Sec 4 -T17S - R38E 

Un* Duolpucxi/Musured Location 
909" FNL & 2,310' FWL 

Pro^QM TO 
12,000 

Drill and bomplete exoloratory well to Strawn formation. 

•-• .-' ;-;.;:|NTANGIBli:E;C,0,ST;Sy:=.:: 

Description Drilling Completion 
Abstracts / Lags! Fees 101 500 201 
Survey] / Permit] / Environmental 102 500 
Right -of -way 103 
Location / Restoration 104 24,000 204 2,500 
Mob* Demob 105 45,000 205 
Transportation / Hauling / Barges 105 10,000 206 15,000 
Drilling / Completion Rig - Turnkey 10T 207 
Drtltng/ Completion Rig -Day Rate 42 Days ffl J 12.500/D 4 10 days Q J 1.800/D 101 525,000 208 18,000 
Cementing • Materials / Services 111 37,000 211 25.000 
Dritnng Mud / Completion Fluids 112 40,000 212 
Water 113 15,000 213 3,000 
Fuel 114 214 
Open Hole - Logging / Coring 115 82.000 215 
Engineering / Supervision 115 31,500 216 8.400 
Geological / Petrophysical Services Mud Logging - 28 days (g S 700/D 117 19,600 
Casing Services lit 5,500 218 5,500 
Supplies 11S. 219 
Drilling / Completion Overhead 120 11,600 220 
Equipment Rentals 123 18,000 223 12,000 
Surface Damages 124 
SUddne / Swobbing 228 
Cued Hole - Logging / Perforating 229 25,000 
Stimulation - Materials / Services 230 50,000 
Cofled Tubing • Materials / Services 250 
Chemicals - Other 254 
Gravel Pack - Materials / Services 255 
Bits - Drilling / Completion 155 50,000 256 2,000 
Treating 258 
Testing / Analysis 260 
Communications 161 162 
Labor 162 7,500 262 31,000 
P&A Expense 197 8,000 
Miscellaneous Directional - 8 days @ J 7,400/D IIS 44,400 299 

Insurance 57,600 

Contingencies 199 10,000 299 5,000 

Total I n tang ib le * 1,022.700 202,400 

Conductor Pipe 110 
Surface Casing 400 rt 13 3/8" S22.00/n 121 8.800 
Intermediate Uner 4.600 f t 9 5/8- 515.00/ft 122 69,000 
Drilling Uner 122 
Production Uner 12.000 ft 7" J9.50 / ft 228 - 114,000 
Tle^adr, 228 
Tubing 12.000 ft 2 7/B- » -25 / f t 227 39,000 
Downhole Equipment 231 20,000 
ArWdal Ufl Equipment 232 35,000 
Tree & Other Production Equipment 133 4,000 233 4,000 
Tanks 234 15,000 
Pipe. Fittings. Valves, etc. 235 5,000 
Separators. Treaters, Heaters, etc. 236 5,000 

Tota l Tang ib les 81,800 237,000 

Dry Hole Cos t 1,104,500 

Comple ted Wel l Cost 1,535,900 

.•APPROVALS;. i n 

Company Slgnaturs Title Date 

IT IS RECOGNIZED THAT THE AMOUNTS HEREIN ARE ESTIMATES ONLY AND APPROVAL OF THIS AUTHORIZATION SHALL EXTEND TO THE ACTUAL. 
COSTS INCURRED IN CONDUCTING THE OPERATION SPECIFIED, WHETHER MORE OR LESS THAN THE AMOUNTS HEREIN SET OUT. 

f I 
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:Pj£forr-i 3800. Jamiaiy>2001 See ReverseJot Instructions 
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Stem W. Mom Oil and Qas 

March 14, 2001 

Mike Tinley 
P.O. Box 1258 
Hobbs, NM 88240 

Re: Oil & Gas Lease Proposal, 
Lots 1, 2, 3, 4, S/2 N/2 (N/2) & SW/4 of Section 4 
T-17-S. R-38-E. N.M.P.M. 
Lea County, New Mexico 
Containing 471.84 net mineral acres, more or less 

Dear Mr. Tinley: 

The Deed Records of Lea County, New Mexico indicate Mike Tinley as the owner of an undivided 
12.7604% of 1/160 mineral interest under the above referenced property, being an undivided .37630 
net mineral acres. 

Please let this letter serve as an offer to lease all of the undivided mineral interest owned by Mike 
Tinley in the above referenced property according to the terms listed below: 

Your consideration and prompt response in this matter would be greatly appreciated. Please feel free 
to contact me with any questions or concerns you may have at (915) 683-2449. 

Respeetfiilly, 

• Three (3) year lease 
Paid Up 

• 3/16 Royalty 

• $75.00/acre bonus consideration 

Steven W. Horn 

SWH/ae 

P. O. Kox 2755 Midland, Zexas 79702 (915) 683-2449 



Stem W. Mom Oil and Qas 

October 15, 2001 

CERTIFIED MAIL - RETURN RECEIPT REOUESTED 

Mike Tinley 
P.O. Box 1258 
Hobbs, NM 88241 

Re: E.S. Schaap #1 
T-17-S. R-38-E. N.M.P.M. 
Section 4: Lots 3, 4 & S/2 NW/4 (NW/4) 
Lea County, New Mexico 
Containing 156.40 acres, more or less 

Dear Mr. Tinley: 

Preston Exploration, LLC, hereby proposes the drilling of an approximate 12,000' Strawn test well at a location 
909 FNL & 2,310 FWL, Section 4, T-17-S, R-38-E, N.M.P.M., Lea County, New Mexico. Enclosed are two (2) 
copies of our AFE dated October 5, 2001. We propose that the spacing unit for the test well be Lot 3 (NE/4 
NW/4) containing approximately 38.08 acres. We intend to commence drilling operations before March 1, 2002. 

As the owner of an unleased mineral interest in the above referenced property, you are entitled to participate in the 
drilling of the proposed well. I f you wish to participate, please so indicate by signing and returning one copy of 
the enclosed AFE as soon as possible. We will prepare and forward for your review a proposed joint operating 
agreement. 

I f you prefer not to participate in the proposed well, further to our previous conversations and/or correspondence, 
we again request a lease of your 12.7604% of 1/160 mineral interest in the above referenced property (.12474 net 
mineral acres) on the following terms: 

1. A bonus consideration of $250.00 per net mineral acre 
2. A 1/5 royalty 
3. Three (3) year primary term (paid-up) 

If the above lease terms are acceptable, please so advise as soon as possible and we will forward an oil and gas 
lease for your signature. Your early response to this proposal is appreciated. Please call me at (915) 683-2449 if 
you have any questions. 

Steven W. Horn 

SWH/ae 

Enclosures: 2 

P. O. %OX 2755 Midland, Zexas 79702 (915) 683-2449 



| PRESTON EXPLORATION, LLC 
AUTHORIZATION FOR EXPENDITURE 

Lease ano well NO. jHrospec: 

E. S . Schaap # 1 \ Northwest Knowles 
Arc no. 

102001 
£§ exploratory Well • Recompletion u Iniection • Other 
• Development Well • Workover • SWD 

islOriginal 

•Supp lement 
County/Parish, State 
Lea County, NM 

Survey/Townsmp 

S e c 4 - T 1 7 S - R38E 
Unit Descn pi ion/Measured LocaliDn 

909' FNL & 2,310' FWL 
Projected TD 

12,000 
Description oi worK 

Drill and complete exploratory well to Strawn formation. 

INTANGIBLE COSTS 

Description Drilling Completion 
Abstracts / Legal Fees 101 500 201 
Surveys / Permits / Environmental 102 500 
Righl-of-Way 103 
Location / Restoration 104 24,000 204 2,500 
Mob & Demob 105 45,000 205 
Transportation / Hauling / Barges 106 10,000 206 15,000 
Drilling / Completion Rig - Turnkey 107 207 
Drilling / Completion Rig • Day Rale 42 Days @ $ 12.5D0 / D & 10 days @ 5 1,800 / D 10B 525,000 208 18,000 
Cementing - Materials / Services 111 37,000 211 25,000 
Drilling Mud / Completion Fluids 112 40,000 212 

Water 113 15,000 213 3,000 
Fuel 114 214 
Open Hole - Logging / Coring 115 62,000 215 
Engineering / Supervision 115 31,500 216 6,400 
Geological / Petrophysical Services Mud Logging - 2B days @ $ 700 / D 117 19,600 
Casing Services 11B 5.500 218 5,500 
Supplies 119 219 
Drilling / Completion Overhead 120 11,600 220 
Equipment Rentals 123 16,000 223 12,000 
Surface Damages 124 
Slickline / Swobbing 228 
Cased Hole - Logging / Perforating 229 25,000 
Stimulation - Materials / Services 230 50,000 
Colled Tubing - Materials / Services 250 
Chemicals - Other 254 
Gravel Pack - Materials / Services 255 
Bits - Drilling / Completion 155 50,000 256 2,000 
Treating 258 

Testing / Analysis 260 
Communications 151 162 
Labor 152 7,500 262 31,000 
P 4 A Expense 197 8,000 
Miscellaneous Directional - 6 days @ S 7,400 / D 199 44,400 299 

Insurance 57,600 

Contingencies 199 10,000 299 5,000 
Total In tangib les 1,022,700 202.400 

TANGIBLE. COSTS 

Conductor Pipe 110 

Surface Casing 400 ft 13 3/8" S22.00 / fl 121 8,800 
Intermediate Uner 4,800 ft. 9 5/8" J15.00/ft 122 69,000 
Drilling Liner 122 
Production Liner 12,000 ft 7" 59.50/ft 22S 114,000 
Tie-Back 226 
Tubing 12,000 ft 2 7/8" 53.25/ft 227 39,000 

Downhole Equipment 2.21 20,000 

Artificial Lift Equipment 232 35,000 

Tree & Other Production Equipment 133 4,000 233 4,000 
Tanks 234 15.000 
Pipe, Fittings, Valves, etc. 235 5,000 
Separators, Treatera, Heaters, etc. 236 5,000 

Total Tangib les 81,800 237,000 

Dry Hole C o s t 1,104,500 

Completed Well Cost 1,535,900 

APPROVALS 

Company Signature Title Dale 

IT IS RECOGNIZED THAT THE AMOUNTS HEREIN ARE ESTIMATES ONLY AND APPROVAL OF THIS AUTHORIZATION SHALL EXTEND TO THE ACTUAL 
COSTS INCURRED IN CONDUCTING THE OPERA TION SPECIFIED, WHETHER MORE OR LESS THAN THE AMOUNTS HEREIN SET OUT. 

f 
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U.S. Postal Service 
CERTIFIED MAIL RECEIPT 
{Domestic Mail Only; No Insurance Coverage Provided) 

Postage 

Certified Fee 

Return Receipt Fee 
(Endorsement Required) 

Restricted Delivery Fee 
(Endorsement Required) 

Total Postage & Fees 

i . 3 4 

Postmark 
Here 

1 0 / 1 5 / 2 0 0 1 

Postage 

Certified Fee 

Return Receipt Fee 
(Endorsement Required) 

Restricted Delivery Fee 
(Endorsement Required) 

Total Postage & Fees 

2 . 1 0 
Postmark 

Here 

1 0 / 1 5 / 2 0 0 1 

Postage 

Certified Fee 

Return Receipt Fee 
(Endorsement Required) 

Restricted Delivery Fee 
(Endorsement Required) 

Total Postage & Fees 

1 . 50 
Postmark 

Here 

1 0 / 1 5 / 2 0 0 1 

Postage 

Certified Fee 

Return Receipt Fee 
(Endorsement Required) 

Restricted Delivery Fee 
(Endorsement Required) 

Total Postage & Fees 

Postmark 
Here 

1 0 / 1 5 / 2 0 0 1 

Postage 

Certified Fee 

Return Receipt Fee 
(Endorsement Required) 

Restricted Delivery Fee 
(Endorsement Required) 

Total Postage & Fees $ 3 . 9 4 

Postmark 
Here 

1 0 / 1 5 / 2 0 0 1 

Recipient's Name (Please Print Cieariy) {to be completed by mailer) 

P.O. Box 1258 
City, State, ZIP+4 

Hobbs, NM 88241 
^S-FDrfn380&,vFebrua»y50DD «. .. \ . - SOB Reverse foflnstmclions; 
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Stem W. Morn Oil and Qas 

October 22, 2001 

CERTIFIED MAIL - RETURN RECEIPT REOUESTED 

Mike Tinley 
P.O. Box 1258 
Hobbs, NM 88241 

Re: E.S. Schaap #1 
T-17-S. R-38-E, N.M.P.M. 
Section 4: Lots 3, 4 & S/2 NW/4 (NW/4) 
Lea County, New Mexico 
Containing 156.40 acres, more or less 

Dear Mr. Tinley: 

Preston Exploration, LLC, hereby proposes the drilling of an approximate 12,000' Strawn test well at a location 
909 FNL & 2,310 FWL, Section 4, T-17-S, R-38-E, N.M.P.M., Lea County, New Mexico. Enclosed are two (2) 
copies of our AFE dated October 5, 2001. We propose that the spacing unit for the test well be Lot 3 (NE/4 
NW/4) containing approximately 38.08 acres. We intend to commence drilling operations before March 1, 2002. 

As the owner of an unleased mineral interest in the above referenced property, you are entitled to participate in the 
drilling of the proposed well. If you wish to participate, please so indicate by signing and returning one copy of 
the enclosed AFE as soon as possible. We will prepare and forward for your review a proposed joint operating 
agreement. 

If you prefer not to participate in the proposed well, further to our previous conversations and/or correspondence, 
we again request a lease of your 12.7604% of 1/160 mineral interest in the above referenced property (.12474 net 
mineral acres) on the following terms: 

1. A bonus consideration of $250.00 per net mineral acre 
2. A 1/5 royalty 
3. Two (2) year primary term (paid-up) 

If the above lease terms are acceptable, please so advise as soon as possible and we will forward an oil and gas 
lease for your signature. Your early response to this proposal is appreciated. Please call me at (915) 683-2449 if 
you have any questions. 

SWH/ae 

Enclosures: 2 

P. O. %0X 2755 Midland, Zexas 79702 (915) 683-2449 



RESTON EXPLORATION, L U , 
.AUTHORIZATION FOR EXPENDITURE 

L i a u t u i W«U No. 

E. S. Schaap # 1 Northwest Knowles 102001 
M Exploratory Well • Recomoletlon , U Injection • o ther 

• Development Well • Workover • SWD 
(^Original 

•Supp lement 
Counly/Puisn. SUU 

Lea County, NM 
Surv»y/Tov»nsfilp 

Sec4 -T17S - R38E 
UnJl OucrlplkMVU«uurKl Location 

909' FNL & 2,310" FWL 
Prajeclad TO 

12,000 

Drill and fcomplete exploratory well to Strawn formation. 

Description Drilling Completion 
Abstracts / Legal Fees 101 500 201 
Survey] / Permits / Environmental 102 500 
Rlght-or-Way 103 
Location / Restoration 104 24,000 204 2,500 
Moo 4 Demob 10S 45,000 205 
Transportation / Hauling / Barges 10S 10,000 209 15,000 
Drilling J Completion Rig • Turnkey 107 207 
OrMng/Completion Rio-Day Rata 42 Deys ffl S 12,500/D 4 10 days © S 1.800/ • 101 525.000 209 18,000 
Cementing - Matsrtali / Services 111 37,000 211 25,000 
Drilling Mud / Completion Fluids 112 40,000 212 
Water 113 15,000 213 3,000 
Fuel 114 214 
Open Hole - Logging / Coring 11i 82,000 215 
Engineering / Supervision 119 31,500 215 8,400 
Geological / Petrophysical Services Mud Logging - 28 days © $ 700 / D 117 18,600 
Casing Services 11! 5,500 219 5,500 
Supplies 111 219 
Drilling / Completion Overhead 120 11,600 220 
Equipment Rentals 123 18,000 223 12,000 
Surface Damages 124 
Sllcklne / Swobbing 228 
Cased Hole - Logging / Perforating 229 25,000 
Stimulation - Materials / Services 230 50,000 
Coled Tubing • Materials / Services 250 
Chemicals - Other 254 
Gravel Pack - Materials / Services 255 
Bits - Drilling / Completion 159 50,000 259 2,000 
Treating 259 
Testing/Analysis 260 
Communications 161 192 
Labor 162 7,500 292 31,000 
P & A Expense 197 8,000 
Miscellaneous Directional • 6 days @ S 7.400 / D 199 44,400 299 

Insurance 57,600 

Contingencies 199 10,000 299 5,000 

Total I n t a n g i b l e * 1,022,700 202,400 

Conductor Pipe t t o 
Surface Casing 40011 133/8" S22.00 / It 121 8,800 
Intermediate Uner 4,800 f t 9 5/8" 315.00 / rt 122 69,000 
Drilling Uner 122 
Production Uner 12.000 n r J9.50 / n 22ff • 114,000 
Tie-Bade 22rJ 
Tubing 12,000 tt 2 7/8" S3-25/ft 227 39,000 
Downhole Equipment 231 20,000 
Artificial U!l Equipment 232 35,000 
Tree & Other Production Equipment 133 4,000 233 4,000 
Tanks 234 15,000 
Pipe. Fittings. Verves, etc 23S 5,000 
Separators, Treaters. Heaters, elc 239 5,000 

Tota l Tang ib les 81,800 237,000 

Dry Hole Cos t 1.104,500 

Comple ted Wel l Cost 1,535,900 

Company Signature TlSe Oats 

ITIS RECOGNIZED THAT THE AMOUNTS HEREIN ARE ESTIMATES ONLY AND APPROVAL OF THIS AUTHORIZATION SHALL EXTEND TO THE ACTUAL. 
COSTS INCURRED IN CONDUCTING THE OPERATION SPECIFIED, WHETHER MORE OR LESS THAN THE AMOUNTS HEREIN SET OUT. 

f I 



U.S. Postal Service 
CERTIFIED MAIL RECEIPT 
(Domestic Mail Only; No Insurance Coverage Provided) 

mam* 
Postage 

Certified Fee 

Return Receipt Fee 
(Endorsement Required) 

Restricted Delivery Fee 
(Endorsement Required} 

Total Postage & Fees 

* . 3 4 

Postmark 
Here 

1 0 / 2 2 / 0 1 

Postage 

Certified Fee 

Return Receipt Fee 
(Endorsement Required) 

Restricted Delivery Fee 
(Endorsement Required} 

Total Postage & Fees 

2 . 1 0 Postmark 
Here 

1 0 / 2 2 / 0 1 

Postage 

Certified Fee 

Return Receipt Fee 
(Endorsement Required) 

Restricted Delivery Fee 
(Endorsement Required} 

Total Postage & Fees 

1 . 5 0 

Postmark 
Here 

1 0 / 2 2 / 0 1 

Postage 

Certified Fee 

Return Receipt Fee 
(Endorsement Required) 

Restricted Delivery Fee 
(Endorsement Required} 

Total Postage & Fees 

Postmark 
Here 

1 0 / 2 2 / 0 1 

Postage 

Certified Fee 

Return Receipt Fee 
(Endorsement Required) 

Restricted Delivery Fee 
(Endorsement Required} 

Total Postage & Fees $ 3 . 9 4 

Postmark 
Here 

1 0 / 2 2 / 0 1 

Sent To 

.„ .M±ke. . .TjLrLLey. 
ol%'s&'&°'' Box 1258 
<:̂ Iidfe&'s:>" N M 8 8 2 4 1 

PS Form3800,*January 2001 - . _ z See ReMerse46t,instructibns 
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I PRESTON EXPLORATION, LLC 
AUTHORIZATION FOR EXPENDITURE 

lira va w«u NO. ptospia —• 
E. S. Schaap # 1 Northwest Knowles 

Arc no. 

102001 
3 Exploratory Well • Recompletion • Injection • Other 
• Development Well • Workover • SWD 

SOriglnal 
•Supplement 

County/PSrtsn, SUtt SurvtyiTownsnip Unit OssolpUon/MMjured Lowllon 

Lea County, NM Sec 4 - T17S - R38E 909' FNL & 2,310' FWL 
ProjBdW TD 

12,000 
UMcnpoon di W&ik ' — — 
Drill and complete exDloratory well to Strawn formation. 

m S B & i X ! * v - - ^ . . / ^ V i i i N T A N G i B i i E ^ o s n - s ^ 
Description Drilling Completion 

Abstract] / Legal Fees rot 500 201 
Surveys / Permits / Environmental )02 500 
Right-of-Way 103 
Location / Restoration 104 24,000 204 2,500 
Mob & Demob 105 45,000 205 
Transportation / Hauling / Barges 105 10,000 205 15,000 
Drilling / Completion Rig • Turnkey 107 207 
Drilling 1 Completion Rig • Day Rate 42 Days @ $ 12.500 / D & 10 days ® $ 1,800 / D 108 525,000 20a 18,000 
Cementing - Materials / Services 111 37,000 211 25,000 
Drilling Mud / Completion Fluids 111 40,000 212 
Water 113 15,000 213 3,000 
Fuel 114 214 
Open Hole • Logging / Coring 115 82,000 215 
Engineering / Supervision I fS 31,500 218 8,400 
Geological / Petrophysical Services Mud Logging • 23 days @ S 700 / D 117 19,800 
Casing Services 11i 5,500 2)8 5,500 
Supplies 119 219 
Drilling / Completion Overhead 120 11,600 220 
Equipment Rentals 123 18,000 223 12,000 
Surface Damages 124 
Sllckllne / Swabbing 228 
Cased Hole - Logging / Perforating 229 25,000 
Stimulation • Materials / Services 230 50,000 

Colled Tubing • Materials / Services 250 

Chemicals - Other 254 

Gravel Pack - Materials / Services 255 

Bits - Drilling / Completion 155 50,000 255 2,000 

Treating 258 
Testing/Analysis 260 
Communications 151 152 
Labor 152 7,500 252 31,000 

P i A E x p e n s e 197 8,000 
Miscellaneous Directional - 6 days <fi) i 7,400 / D 19) 44,400 299 

Insurance 57,600 

Contingencies 199 10,000 299 . 5,000 

Total Intangible* 1,022,700 202,400 

Conductor Pipe f fO 
Surface Casing 400 ft 13 3/8" 522.00/ft 121 8,800 
Intermediate Uner 4.300 ft. 9 5/8" $15.00 /f t 122 69,000 
Drilling Uner 122 
Production Liner 12.000 ft 7" 19.50/ft 228 114,000 

Tie-Back 228 
TubiTO 12.000 ft 2 7/8" S3.25/ ft 227 39,000 

Downhole Equipment 231 20,000 

Artificial Lift Equipment 232 35,000 

Tree & Other Production Equipment 133 4,000 233 4,000 

Tanks 234 15,000 

Pipe, Fittings. Valves, etc. 235 5,000 

Separators, Trosters, Heaters, elc. 238 5,000 

Total Tang ib les 61,800 237,000 Total Tang ib les 

Dry Hole C o s t 1,104,500 

Completed Well Cost 1,535,900 

; , APRROVAtis, • •.;!?J?^^5»!V^r?13i^^fK3K^JSliarii-.-• -.•.•jr-'is*;:...i;-̂ :! 

Company '• Signature f / Title ( J 0 a " 

IT IS RECOGNIZED THAT THE AMOUNTS HEREIN ARE ESTIMATES ONLY AND APPROVAL OF THIS AUTHORIZATION SHALL EXTENO TO THE ACTUAL. 
COSTS INCURRED IN CONDUCTING THE OPERATION SPECIFIED, WHETHER MORE OR LESS THAN THE AMOUNTS HEREIN SET OUT. 

f 


