SAN JUAN RESOURCES, INC.

JERRY McHUGH, Jr.
August 24, 2001

Frank A. King
4580 Belfort Place
Dallas, TX 75205

RE:  Kaempf #1E Well, your MV Interest
T30N, R11W, Section 19: §/2, San Juan County, NM

Dear Mr. King,

San Juan Resources, Inc. (SJR) is going to drill a well deep enough to penetrate the lower Dakota
formation by the end of the year. We will test both Dakota and Mesa Verde formations and attempt
completions in both zones. Qur plans are to commingle production in the two zones, MV and DK. We
enclose a JOA, an AFE for the Kaempf #1E well, an exhibit indicating your interest between the base of
the PC and the top of the DK, and a copy of a drill site plat.

Our records indicate that you are owner of the minerals between the Base of the Pictured Cliffs formation
and the top of the Dakota Formation. You assigned your minerals to A. D. Mammel in the Dakota. In a
telephone conversation two weeks ago with our office, you indicated that you wanted to participate in this
well we are proposing. We hope that this information is what you need to determine your commitment to
this well. In addition, please verify that this is the interest you own in the above referenced drill site.

The exhibit we enclose attached to the AFE indicates your interest in the non-DK zones below the base of
the PC. We have included in the JOA a cost allocations provision, designed by some San Juan Basin
companies who work together. If you will read this provision carefully, you will see how SJR will
allocate expenses between the two zones, since we have non-equal ownership between the MV and DK.
We will need to have you sign the JOA prior to SIR’s spudding the Kaempf #1E well, so that we know as
to your commitment to this well.

Please sign one copy of the signature page to the JOA and to the Exhibit "H” of the JOA, have your
signature acknowledged and return one copy of each signature page back to our offices. A complete copy
of the JOA will be forwarded to your at a later date. Please feel free to contact myself or landman, Dick

Frazey, with questions or comments about this well or me.

Very Truly Yours,
SAN JUAN RESOURCES, INC.
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