TECUMSEH PROSPECT

T30N-R11W. NMPM
Section 18: S/2

San Juan County, New Mexico

Minerais Owners List
February 6, 2003 Force Poolin

Hearing

Party

Mineral Interest
Interest

Tract

0. Lennard Mosley, & Leona M.
P.O. Box 4401
Gillette, WY 82727

1.00470%

2,3

George A. Mosley & Janet R.
42307 N. Newpor Hwy
Elk, WA 93009

1.00470%

Bob L Mosley
701 E Zia

P.O. Box 1653
Aztec, NM 87410

100470%

2,3

Mary Gwendolyn Mosley
P.O. Box 18432
Salem, OR 97305

1.00470%

2,3

Betty A. Mosley
258 6th Street
ldaho Falls, ID 83401

1.00470%

2,3

John D. Ferd, et ux
22 Deer Trail Lane
Bayfield, CO 81127

0.02450%

James R. Wiliiams Estate
c/o

Eloy Trujillo

316 N. Lorena Ave
Farmington, NM 87401

0.49005%

Total Mineral Interests to Force Pool

5.53805%



Correspondence with Mineral interest owners regarding the
proposed well, Tecumseh #1.

TECUMSEH PROSPECT
T30N-R11W, NMPM
Section 18: S/2
San Juan County, New Mexico
Minerals Owners List
February 6, 2003 Force Pooling Hearing

1) Mosley’s et al were sent a lease and an offer to lease from San Juan Basin Properties
LLC (SJB) on July 24, 2002. Mosley’s wanted a lease form that SJB could not live with.
SJB subsequently sent a letter of August 6. 2002 and the Mosley’s could not agree with
SJB on said offer. On November 6, 2002, San Juan Resources, Inc. (SJR), operator of
subject well, submitted an AFE via certified mail (RR) to the Mosley’s to see if they were
interested in joining (n the drilling of said well. After that on December 9, 2002 SJB/SJR
received a demand letter from Mosley’s attorney, R'T.C. Tully. Mosley’s terms,
conditions, and lease forms were not acceptable to SIB. A certified letter (RR) with
announcement of the hearing on February 6. 2003 was sent to the Mosley’s on January
14, 2003

2) The Fords were sent a lease and an offer to lease from San Juan Basin Properties LLC
(SJB) on August 20, 2002. SJB did not hear back from the Fords on our proposal and
offer. On November 6, 2002, San Juan Resources, Inc. (SJR), operator of subject well,
submitted an AFE via certified mail (RR) to the Fords to see if they were interested in
joining in the drilling of said well. (SJB received green card back from Ford’s, 11-21-02)
A certified letter (RR) with announcement of the hearing on February 6, 2003 was sent to
the Ford's on January 14, 2003. We haven’t heard back from the Fords. We plan to
telephone them and follow up on our proposed well and lease offer.
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Mary Gwendolyn Mosley
P.O. Box 18432
Sajemn, OR 97305

Betty A. Mosley
258 6" Street
idaho Falls, ID 83401

2)

John D. Ford, et ux
22 Deer Trail Lane
Bayfield, CO 81127

3)

James R. Williams Estate
c/o

Eloy Trujillo

316 N. Lorena Ave.
Farmington, NM 87401

3) James R. Williams et ux were sent a lease and an offer to lease from San Juan Basin
Properties LLC (SJB) on June 25.2002. SJB did not hear back from the Williams on our
proposal and offer. Mr. Williams died on July 30, 2002, after Mrs. Williams died in
January 2002. On November 6. 2002, San Juan Resources. Inc. (SJR), operator of
subject well, submitted an AFE via certified mail (RR) to the Williams Estate to see if
they were interested in joining in the drilling of said well. (SJB received green card back
from Williams heir. 11-21-02). On December 4, 2002 SJB then sent a lease and an offer
to the Williams Estate, c/o Eloy Trujillo, who was the reported PR of the Estates of the
Williams. A certified letter (RR) with announcement of the hearing on February 6, 2003
was sent to the Williams Estate ¢/o Mr. Trujillo on January 14, 2003. Mr. Trujillo called
back on January 16, 2003 and agreed to lease to SJB. We are awaiting a signed lease and
proper papers giving Mr. Trujillo the authority to act on behalf of the Williams’ Estates.



SAN JUAN BASIN PROPERTIES LLC

.JERRY McHUGH, Jr.

June 25, 2002

Mr. Bob L. Mostey
701 E. Zia

P.O. Box 1633
Aztec, NM 37110

RE:  Offer to Lease Minerals
Township 30 North, Range 11 West, N M P M
Section 18: Portions of the SE/4
Containing 63.33 acres more or less.
San Juar County. New Mex:ico

Dear Mr. Mosley:

San Juan Basin Properties LLC 1s interested in leasing for oil and gas exploration and
development all your mnterest in and to the minerals underlying the captioned lands below the
base of the Pictured Cliffs Formation. A preliminary check of the San Juan County records
indicates that you own 3.4 net acres in said lands. San Juan Basin Properties LLC will pay
$268.60 for this iease which is based on a 5$75.00 per net acre price for a 5 year paid up term oil
and gas lease that includes a 12.5% royalty interest. [ncluded in the consideration is an “upfront”
delay rental payment of $13.60 which equates to the total net acres that you own times $1.00 per
net acre rental pavment for the final 4 vears of the term of the lease.

If our offer is acceptable, please execute both copies of the attached oil and gas lease,
have your signature acknowledged before a notary public and return one copy of the lease for our
further handlinrg. The enclosed drart should then be preseated to your bank as a COLLECTION
ITEM.

If vou nave anyv questions concerning this maiter please do not hesitate in contacting me
at the letternead address or telephcone number

Sincerely,
Richard E. Frazev, CPL ‘i @ P if
Consulting Landman HE o
- ;O\”\E I DN\S
Bt AT 57
NSET T ittt
o\ 00\2 92 © .
case Niéd By SOUrCeS'LO. 200 1499 Blake Street, 37K
| 2 15
SU\Om\Juaﬂ l;_e?e‘o‘uaﬂ Denver, CO 80202 1.5.A.
K .
Saf;“.mg L ! Tel:  303.573.6333
e A Fax: 303.573.5444

email: jmchugh@sanjuanbasin.com



SAN JUAN BASIN PROPERTIES LLC

JERRY McHUGH, Jr.

June 25, 2002

Ms. Mary Gwendolyn Mosley
P.O. Box &= 6/ 20/
Sadem OR 97305

ﬁ ;ége&s
RE er 10 Lease Minerals
Township 30 North, Range 11 West, N.M.P. 7\1

i
Section 18 Portions of the SE/ 4 (’\ \/

Containing 63 33 acres more or less .
- - . L \
San Juan County, New Mexico \S\

Dear Ms. Mosley

\
San Juan Basin Propemeb LLC is interested in leasing for oil and gas‘explora t1®n agd
development all your interest in and to the minerals underlying the captioned lands b Wh
base of the Pictured Cliffs Formation A preliminary check of the San Juan Courty records
indicates that you own 3.4 net acres in said lands. San Juan Basin Propji‘t;}i%3 vill pay

$268.60 for this lease which is based on a $75.00 per net acre pmce for aid up term oil
and gas lease that includes a 12.5% rovalty interest. Included m the ¢ tion 1s an “upfront”
delay rental payment of $13.60 which equates to the tatal net acres that you own times $1.00 per
net acre rental payment for the final 4 years of the terfn of the lease. j

If our offer is acceptable, p ease&@cgte both oqp}'és of the attached oil and gas lease,
have your signature acknowledged before a notary-public and return one copy of the lease for our

further handling. The enclosed draft shoyld then b resented 1o your bank as a COLLECTION
ITEM. \

If you have any questions concerning this matter please do not hesitate in contacting me
at the letterhead address or telephone number

Sincerely,
C’"“"“T“\)f"‘ \ = & - RE THE
T LU= L BEFOR SION
. i . [ RN WA ON D\V\
A TNUNL NI - VAT L SN SERVATI
ANV AN SN SN , SN O‘KCON 92 Exhibit# /&
. o
Richard E. Frazey, CPL Csus:mmed By:

ResOUICeS, | 9003

Consulting Landman san Juan . Fe pruaty 2

1499 Blake Street, #7K
Denver, CO 80202 U.S.A.

Tel:  303.573.6333
1 Fax: 303.573.6444
email: jmchugh@sanjuanbasin.com



.EM

THIS IS A COLLECTIO..

NOT A CASH ITEM
CUSTOMER'S DRAFT
_With privilege of Re-Draft

COLLECT DIRECTLY THROUGH Wells Fazge Bank Exception Pavments. 2701 NW Vaughn, #880, Portland, OR 97210
o

DATE July 1, 2002
‘r,_h‘g} (30) __ Days After Sight and Subject to Approval of Title

Pay t\o the
Ordei of  Mary Gwen bl»nﬂ,f\lumcx ey $ 268.60
‘i \ /// . \\
| \ Two hundred sixty e:qht and sixty hundreds Dollars
‘1\ - : \“ With Exchange
4

Considération for oil and gas Iease T30N-R11/, Sec. \18 Part of the W/2SE/4, San Juan Co..NM

| | \ N

To San Juan Basin Properties LLC v
1499 Blake Streer, 7K \\._/ , \
i;_Dem er, co 80202 \ -

\ /,;}j‘ N | )MQ W/ /

DETACH BEFORE PRESENTING FOR PAYMENT

Description:
County San Juan
TOWNSHIP 30 NORTH. RANGE 11 WEST. NMP.. State New Mexico
Section 18: W/2SE4 North of the Right of Way of the Denver & G0 Acres 68.00
Rio Grande Western Rasiroad and all of the land lving and being Net Acres 3.40

situate in the SW/4SE/4 South of said Railroad Right of Way and
East of the Cook Arrova.

Below the base of the Pictured Chiffs Formarion only.

L/



PRODUCERS 88-PAID UP
Rev. 5-60. No. 2-8pt

OlL AND GAS LEA

AGREEMENT, Made and enlered imo the ___lst  davef _Ju!\ .

whose post office address is gz c( ,Ldr( Zﬁ ‘{ ,__,’_*47__

Many Guwendolvn Mosiey

Lol haflerFalled L‘Es?or (whether one or more) and

°n Juan Basin Properties LLC __ whose post offics address s 1499 Buake Strzet _ hercinalier callzd Lessee:

WITNESSETH, That the Lessor, Tor aad i considaiation ot
the covenants and agreements hereinafier contained has granted, demised. ez
Lessee, the land hereinafler described, aisive right for the purpese of mitn,
therefrom oi! and all gas of whatsoever 1
of said preducts, all that certain tract of 12.d situatzd in the County of San Juas

cash in hane paid, the receipt ot which 1s hereby acknowledged, and
) presents doy ase and let exclusively unto the said
sploring by g ical and other metheds, and operating for and producing

1 the 2

TOWNSHIP 30 NORTH, RANG
Section 18: W/2SE/4 North of the Right of Wa, of the Denver & Kio Grande Wesizr Rarirond and a8t ot the land m*g and being situate in the
SW/4SE/4 South: ot said Ratlroad Right of Way and Fast of the C i

\

Below the base of the Picture:. {Zj1ff

swmatiomonty

|

and containing 68.00 acres, more or iess .
1. 1t is agreed that this lease siall remnam in forge for atenn of _five (53 years ko this date and as long thereatier as §il o 2as of whatsoeves nature or kind is
produced [rom said leased premises or or: acre ¢ ercwith, or drilling operations afe ¢ontinued ac hervinafter providad  1f\at the expiration of the primary term of
this lease, oil or gas is not being produced on the ?I\kud prejnises or on: acreage pooied therewith but Lessee is then =ngaged in drifling or re-working operations thereon, then
this lease shall continue in force so long as aperauvous arg bmub Louuv\umml\ prosecutad ou the leased prea OF Ol Acteags ed therewith, and operatious shall be
considered 1o be continuously prosecuted 17 not more than finety (90) days shall elapse between the completion or abandonment of oné well and the beginning of operations
for the drilling of a subsequent well, If atler discovery of of! or gas on sard land or on acreage pooled therewith, the production 1 ['shouid cease from any cause after the
primary term, this Jease shall not lerminete if Lessee comujences additional drilling or re-working operations within ninety (907 days fr n date of cessation of production or
from date of completion of dry hqle. 1f ol or gas shall be discovered and produced as a resuit of such operalons al or afler (€ expiration 3f the primary term of this lease, this
lease shall continue in force so fong as ol or gas is produceq from the jeasad premises o1 on age pooled therawith X
2. This is a PAID-UP DX ASL  [n consideratioy) of the down cash pn\mem Lessoy agrees that Légsce shall 90t be chiigated, ex
10 conmumence or cominue any operai T utxrir)g the primary tenm. Lessee may u\ne or times duringyor afler the primary tenm su
portion of said land and as to any strataor stratum by delivgring 1o Lessor 0'?« ling fo relqrd a release or relkases. anfl be relieved of all of
the acreage surrendered.
3. In cousideration of the pren¥ses the said Lessde covenants and ag(chs
1st. To deliver to the credit & Lessor, free ofkost, in the pipefling to whigl Lzssee\nn\ connzct wells on said land, the equal vne-eighth (1/8) part
of all oil produced and saved lrory the leased prefoises
2nd. To pay Lessor one 1/8) of the gréss proceeds eadli year, payable quarterly, for me gu o cach we. i where gas only is found, while  the same is
being used off the premises, and if txed 111 the makulacture of gagoline a royzalt OfOl)C‘vEIDIMI p‘\y bie monlh . at the prevulmg market rate for gas.
3rd. To pay Lessor for gas produged from any oil well and uged oITIhe o
(ﬁ] of the proceeds, at the moath of the well, pay ble momhl, '\

:pt as otherwise provided herein,

ion thereafter accruing as to

frate

such well is shut in and thereafler on or betore the annjversary Hate of this jease Quring thz perighl such well is shut in Ifslh,‘l ,n}mem or 1endcr is made, it will be considered
that gas is being produced within the meaning of this

5. If said Lessor owns a less interest in the ybove dbscribed land than EenTie and undivided fee simiple eslate thzrem, then the royalties (including any shut-in
gas royalty) herein provided for shalt be paid the Lessor dnly in jhe praportion whicl Lessor's interest bears te the whole and undivided fee.

6. Lessee shall have the right 10 use, frec of coy. gas]oil and water produced on said land for Lessee's operation thereon, except water from the wells of Lessor.

7. When requested by Lessor, L ce shall bur\Lessbe's pipe line below plow depth

8. No well shall be drilled nearer than 204 {eet 1 the house or barn now on said premises without wriller consent of Lessor.

9. Lessee shalt pay for damages raused by Lessae&od erations to growing crops on said land

10, Lessee shall have the right at any time to removasdll machinery and ﬁ\ulres placed on said premises, including the right to draw and remove casing.
1. The riglts of Lessor and Lesses hereunder may be assigned in whole or part. No change m ownership of Lassor's mterest (by assignment or otherwise) shatl be
ling on Lessee until Lessee has been fumished with notice, consisting of certified copies of all recorded instruments or documents and other information necessary to
sblish a complete chain of record title {rom Lessor, and then only with respect to paviments thereaflter made. No ather kind of notice, whether actual or constructive, shall
be binding on Lessee. No present or future djvision of Lessor's owneiship as to different portions or parcels of said tand shall operate to enlarge the obligations or diminish the
rights of Lessee, and all Lessee's operations may be conducted without regard to any such division. If all or any part of this lease is assigned, no leasehold owner shall be
liable for any act or omission of any other lzasehoid owner

12. Lessee, al its option, is hereby given the right an¢ power at any time and {from time to tine as a recurring right, either before or after production, as to ail or
any part of the Jand described herein and as 1o any one or more of the formations hereunder. to poo) or unitize the leasehold estate and the mineral estate covered by this lease
with other land, iease or leases in the immediate vicity for the production of oil and gas, or separately for the production of either, when in Lessee's judgment it is necessary
or advisable 1o do so, and irrespective of whether authority similar to this exists witl: respect to such other land, lease or leases. Likewise, unils previously formed 1o include
formations not producing oil or gas, may be reformed to exclude such non-producing formations. The forming or refonnmg of any unit shall be accomplished by Lessee
execuling and filing of record a declaration of such unitization or reformation. which declaration shall described the unit. Any unit may include tand upon which a well has
theretofore been completed or upon which sperations for dr:tling have theretofore been sormenced. Production, drilling or reworking operations or a well shut in for wam of
a market anywhere on a unit which includes all or a part of this leass shall be treated as if it were production, drilling or reworking operations or a well shut in for want of a
market under this lease. In lieu of the royalties elseswwhere herein specified, inzluding shut-tn gas royalties, Lessor shall recerve an production from the unit so pooled royalties
only on the portian of such production allocated to tus lease: such atlocation shall be that proportion of the unit production that the total number of surface acres covered by
this lease and included in the unit bears to the total number of surface acres ir: such unit.  In addition to the foregoing, Lessee siall have the right to unitize, pool, or combine
all or any part of the above described lands as tc one or more of the formations thereunder with other lands in the same general area by entering into a cooperalive or unit
plan of development or operalion approvad by any governmental authority and, from lime to tme, wath like approval, to modify, change or lerminate any such plan or
agreement and, in stich event, the terms, conditions and provisions of this Jease shall be deemed modificd to contorm to the terms, conditions, and provisions of such approved
cooperative or unit plan of development or operauon and, particularly, all driliing and development requirements of this lease, express or imiplied, shall be satisfied by
compliance with the drilling and development requirements of such plan or agreement, and this lease shall not terminate or expire during the life of such plan or agreemenl.
In the event that said above described lands or any part thereof, shal] hereafier be operated under any such cooperative or onit plan of development or operation whereby the
production therefrom is allocated to differcnt portions of the land covered by said plan, then the production allocated to any particular tract of land shall, for the purpose of
computing the royalties 1o be paid hereunder 1o Lessor, be regarded as having been produced fron: the particelar tract of land 1o which it is allocated and not to any other tract
of land; and the royalty payments to be made hereunder (o Lessor shall be based upon production only as so allocated. Lessor shall formally express Lessor's consent (o any
cooperative or unit plan of development or operation adopted by Lessee and approved by any govemimental agency by executing the same upon request of Lessee.

13. All express or implied covenaitts of this i2ase shali be subject te all Federal and State Laws, Executive Orders, Rules or Regulations, and this Jease shall not be
terminated, in whole or in part, nor Lesses held hable in damages, for failure to comply therewith, if compiiance is prevented by, or if suck failure is the result of, any such
Law, Order, Rule or Regulation.

14. Lessor hereby warrants and agree: =fend the Litle 1o the Jands herein described, and agrees thal the Lessee shall have the right at any time to redeem for
Lessor, by payment, any morigages, taxes or otlier liens on the above described lands, s the event of default of paviment by Lessor and be subrogated (o the rights of the
holder thereof, and the undersigned Lessors, for themselves and their heirs, successors and assigns, hereby surrender and release all right of dower and homestead in the
pretises described herein, insofar as said rigit of dower and homestead may in any way affect (he purposes for w mch s lease is made, as recited herein.

15. Should any one or more of 1he pa nersinabove named as Lessor [ar! to execute this Jease, © shall nevertheless be binding upon all such parties who do
execute it as Lessor, The word "Lessor,” as nsed ir this lease, shall mean any one or more or all of the parties who P\ecule this lease as Lessor Al the provisions of this lease
shall be binding on the heirs, successors anc assigns of Lessor and Lessee.

IN WITNESS WHEREOF, this mstrinnent is execuled as of the date first above written

&

Mary Gwendol 1~N7o;e;




STATE OF

4 Ohlahoma hansas, New Maxico, Wyonung,
HES Nebr North Dakota, Sout!, Dakota
TY OF — ACKNOWLEDGMENT INDIVID! AL
BLrORE ME, the undersigned, a Notary Punlic, i and toi said County and State. cn thue
appeared Mary Gwendolyn Mosley . lo »

. nown 1ot
acknowledged lo me that _her duly executc ! the sare

the 1dentical person __ de:

. 2002, personally
ing instrument of wriling and
_her | frec and voluntsny act and deed for the vses and g uzposes tharer set forth
IN WITNESS WHEREOF, | hav e heraonio sei my hana and affixed my notanai seai the day and vear last above wrifizn
My Commission Expires__

v Y
' Y
) kY
\
i
\\
STATE OF . \ : Oklahoma, Kansas, New Mexico. Wyorning Momanz Jtali
Ti s Nebraska, Narth akota, Scuth Dakota
COUNTY OF o ACKNOWLEDGMENT INDIVIDUAL \
R P \\
DEFORE ME, the undersigned, » NotarylPubhe in and for said County and Stale. on ih Y day ,/:)! b i , 2001,
personallyappeared __ A . / S and
‘ v : N
Y 10 ne known to bd the dentical person_ . described in and w\hc executed ghc within and £0rg
acknowledged (o me Il\al __duly executed the sune as

IN W’lTNEés WHEREOCF, Thaw

regoing instrument of writing and

_ free and voluntary act and deed for the uses and purposes therem setYorth
y . h Ay
e hareun’q sel my hand and affixed my notariai seal the day apd year iast ‘bcve written.

- \
My Commission Expires_ \\ t

. \ N
. Netary Public. -
\ \

\ : | \

: \
\ A
\ ‘ )
\ } / \
\ ) / '
E OF R :
}ss \'\
COUNTY OF ) ' //
) o ) s
On this . . day of \\/’ ,A D 20 s
personally appeared e R . , to me personally know,
who, being by me duly swom, did sav that (s)he is the of . I and

and that the seal affixed 10 said instrument is the corporate seal of said
corporation and that said instrament was signed and-sealed in behalf of said corporation by authority of its Board of Directors, and said acknowledged said
X,

acknowladged said wstrument 1o be the free act and deec of said corporation
IN WITNESS WHEREOT, I have hereunto set my ifmgd and affixed my notaria, seal the day and year last above writlen.
(SEAL)

My Comunission Expires

X Notary Public




SAN JUAN BASIN PROPERTIES LLC

JERRY McHUGH, Jr.

July 24, 2002

Mr. Bob L. Mosiey
701 E. Zia

P.O. Box 1635
Aztec, NM 87410

RE:  Offerto Lease Minerals
Township 30 North, Range 11 West, NM P M
Section 18 Portions of the SE/4
Containing 65.33 acres more or less.
San Juan County, New Mexico

Dear Mr. Mosley:

In reference to your recent telephone conversation with Mr. Jerry McHugh, Jr., President
of San Juan Basin Properties LLC. it was agreed that you would lease your minerals under the
captioned lands pursuant to the following terms:

1) The lease would cover all the interest in and to the minerals underlying the captioned
lands below the base of the Pictured Cliffs Formation being 3.4 net acres.

2) San Juan Basin Properties LLC will pay $320.20 for this lease which is based on a
$150.00 per net acre offer. Included in the consideration is an “upfront” delay rental
payment of $10.20 which equates to the total net acres that you own times $1.00 per net
acre rental payment for the final 3 years of the term of the lease

3) 4 year paid up term oil and gas lease.

4) 20% (1/5™) royalty interest.

If this offer is acceptable, please execute both copies of the attached oil and gas lease,
have your signature acknowledged before a notary public and return one copy of the lease for our
further handling. The enclosed dratt should then be presented to your bank as a COLLECTION
ITEM.

If you have any questions concerning this matier please do not hesitate in contacting me
at the letterhead address or telephone number.

Sincerely,

Richard E. Frazev. CPL seFORETHE 2 :

Consulting Landman SERVATION bl

olL CON Exibit? L 1499 Blake Street, #7K
Case No-" 2992 Denver, CO 80202 U.S.A.
itted BY:

Submgfan Resourqe??g 2003 Tel: 303 573.6333
san - M e Februat Fax: 303.573.6444
Hearnng email: jmchugh@sanjuanbasin.com



THIS IS A COLLECTION 11 EM
NOT A CASH ITEM

CUSTOMER'S DRAFT

With privilege of Re-Draft

COLLECT DIRECTLY THROUGH Wells Fargo Bank. Exceprion Payments, 2701 NW Vaughn, #880, Portland, OR 97210

DATE July 1, 2002

Thity (30) Days After Sight and Subject to Approval of Title

Pay to the
Order of Bob L. Mostey $ 520.20
Five hundred twenty and twenty hundreds Dollars

With Exchange

Consideration for oil and gas iease - T3ON-R11W. Sec. 18: Part of the W/2SE/4, San Juan Co..NM

To:  San Juan Basin Properties LLC
1496 Blake Street, =7K

Denver, CO 80202

Jerome P, McHugh, Jr., Manager

DETACH BEFORE PRESENTING FOR PAYMENT

Description:
County San Juan
TOWNSHIP 30 NORTH, RANGE 11 WEST. NM.P AL State New Mexico
Section 18 W/28E/4 North of the Right of Wav of the Denver & Gross Acres 68.00
Rio Grande Western Railroad and all of the land lving and being ~ Net Acres 3.40

situate in the SW/4SE/4 South of said Railroad Right of Wav and
East of'the Cook Arroya

Below the base of the Picturec Cliffs Formation only.



PRODVICERS 88 -PAID UP
Rev. 18 S5a (CBG)

o

OIL AND GAS LEAS
This Oil and Gas Lease {*'Lease’) is ma iz thus _ st _dayof ;
Bob L Mosley J P

701 E.Z:a, P.O. Box 1653 iz

2002 by and between

_ whose addressis______

_ ("lessor , whether one or more) and

C e . . whose address is
1499 Blake Strest, Suite 7K, Denver, CO 8520 i o (“Lessee’™),

atusble consideration the receipt and sufficiency
purposes of mining, exploring by

WITNESSETH, For and in consideration »f TEN DOLLARS, the covenants and agreel
of which are hereby acknowledged, Lessoc doas fershy grant. demise. 'e .
geophysical and other methods and operatirg fo- and producing thersfom ol and al! g 1g coalbed gas), and laying pipelines, telephone and lcleg,m.ph
lines, building tanks, plants, power stations roadways and siructures thereon Lo produce. save and -aie zare ucts (inzluding dewatering of coalbed gas wells), and lh_c exclusive
surface and subsurface rights and privilepes riany manner 1o any and all such eperstiens, zad any a-d ail other rights and privileges necessary, incident to, or convenient for the

coperation alone or conjointly with neighte

se and let

s ail that certain tract

pUrpos

___ desznbed as follows, to-wit:

or tracts of land situated in __. Couay

TOWNSHIP 30 NORTH, RANGE 11 WEST, NMP.M v
Section 18° W/2SE/4 North of the Right ~f Way of the Denver & Ric Grande Westzrn Ratbroad ang sl of ing land lving ane being sitvated :n the SW/ASE/4 South of sajd Railroad

Right of Way and East of th i’cok Arrcva

Below the base of the Pictured Cliffs Formatior on.,

and containing 6800 acres, more or less, (the “Prernises™)

1. Itis agreed that this Lease shall remain in force for atermof _four(4) __ yeaws fiom ns dale {"Frimarny Term™} and as long thereaiter as il or gas of whalsoever nature or
kind is produced from the Premises or on azreage peoled or untized therewith, or operations are continued as hereinafier provided I at the expiration of the Primary Term, oil or gas is
not being produced from the Premises or on acreage pocled or unitized therewill but Lessee 13 then engaged in driliing, rewoiking or dewalering operations thereon, then this Lease shall
continue in force so long as such operations are being ~ontinuousty prosecuted. Operaticns shall be considersd to be continously presecuted if not more than ninety (90) days shall elapse
between the completion or abandonment of one well ard the beginning of operations for the dnlling of 2 subsequent well, If after discovery of oi! or gas on the Premises or on acreage
pooled or unitized therewilly, the producticr: therzet should cease from any cause afler the primary term, this Lease shail not terminate if Lessee commences additional dnlling, reworking or
dewatering operations witlin ninety (90) days from date of cessation of production or from date of completion of dry hele I oil or gas shall be discovered and produced as a result of such
aperations at or afler the expiration of the Primary Term, this Lease shall continze in force sc leng as otl or gas is produced from the Premises or on acreage pooled or unitized therewith.

2. Thisisa PAID-UP LEASE. Inconsideratior. of the payment made herewith, Lessor agraes that Lessee shall not be obligated, except as otherwise provided herein, to commence or
conlinue any operations during the primary term  Lessce may al any time or times during or afler the Primary Term sumender this Leass as to ali or any portion of the Premises and as o any
strala or stratum, by delivering to Lessor or by filing for record a release or releases, and be relieved of all obligations thereafler aceruing as 1o the acreage surrendered

3. Lessee covenants and agrees (o pay rovaliy iv Lessor as foliows:

(a) On oil, to deliver to the credit of Less e of cost in the pipe ling to which Lessez 1nay connect wells or the Premises, the equal one -fiflh {1/5th) part of all oil produced and
saved from the Premises.

{b) On gas of whatsoever nature o: kind, including coalbed gas and other gases, [1guid hvdrozarbens and their respeclive constituent elements, casinghead gas or other gaseous
subslances, produced from the Premises (*“(Gas”) Lessee shall pay, as reyalty, one-fillh (17511} of the nel proceeds realized by Lessee from the sale (hereof, provided that Lessee shall have
the continuing right to sell that Gas to itself or to an aTil:ate of Lessee, in which =ven: the royaity shali be based upon the prevaiiing weiliead market price paid for Gas of similar quality in
the same field (or if there is no such price p irg in the same field, then in the nearest fiz!d in whick there is such 1 prevailing price) pursuant to comparable purchase arangements,
including arrangements under which Lessee, or an afliltate, is purchaser, entered into un the same or nearest preceding date as the date on which Lessce, or an affiliate, commences ils
purchases hereunder; and further provided that the nat proceeds or prevailing wellhead market price, as applicable. shall be afler deduction for sosts (third party charges and tariffs, and
capital and operaling costs incurred by Lessce) related tc gathering, Lransporting, dehydrating, compressing, processing and tieating the Gas.

4. Where Gas from a well capable of proclucing Gas {or from a we.l in which dewater'ng operations have commenced}, is not sol< or used aiter the expiration of the Primary Temm,

e shall poy or tender as royalty to Lesscs at the adidress set forth above Two Hundred Fifty Dollars per year, such payment or tender to be made on or before the anniversary date of this
s¢ next ensuing afler the expiration of 90 days fiom the date such well is shut in or dewatering operations are commenced and thereailer on or before the anniversary date of this Lease
auring the period such well is shut in or dewatering operations are being conducted

5. If Lessor owns a lesser interest in the Premises than the entire and undivided fee simpls estate therein, then Lhe royalties (inciuding any shut in gas royally) herein provided for
shal} be paid Lessor only in the proportion whicli Lessor’s inlerest bears to the whole and undivided fee

6. Lessee shall have the right to use. free of cosl, Gas, oil 2nd water preducsd on the Premises for Lessee’s operations thereon, except watet from the wells of Lessor.

7. When requested by Lessor, Lessee shall bur Lessee’s pipe tine below plow depth

8. No well shall be drilled nearer than 200 {eet to the house or bam now on the Premizes without written consen: of Lessor.

9. Lessee shall pay for damages caused by Lessee’s operations to growing zrops on the Premises

10. Lessee shali have the right al any time o remove all machinery and fixtures (including casing) Lessse has placed on the Premises.

11. The rights of the Lessor and Lessee hereunder may be assigned in whole or part. No change in ownership of Lessor’s interest {by assignment or otherwise) shall be binding on
Lessee until Lessee has been furnished with notice, consisting of centified copies of all recorded instruments or documents and other infermation necessary to establish a complete chain of
record title from Lessor, and then only with respect 1o payments thereafler made. No ather kind of notice, whether actual or constructive, shall be binding on Lessee. Ne present or future
division of Lessor"s ownership as to different poniions or parcels of the Premises shall operate to enlarge the obligations or diminish the rights of Lessee, and all Lessee’s operations may be
conducled without regard to any such division. If all or any part of this Lease is assigned, nn leasehald owner shali be liable for any act or omission of any other leasehold owner.

12. Lesse, at its option, is hereby given the right and power at any time and from time to time as a rezurring right, either before or afler production, as to all or any part of the
Premises and as to any onc or more of the formations thereunder, to pool or unitize the leasehold estate and the mineral estate covered by this Lease with other land, lease or lcases in the
immediate vicinity for the production of o1l 1nd gas, or separately for the produclion of cither. when in Lesse="s judgement it is nezessary or advisable Lo da so, and imrespective of whether
authority similar lo this exists with respect Lo such other land, lease or leases. Likewise unils previously formed Lo include formations not producing oil of gas, may be refonned to exclude
such non-producing formations. The forming ot reforming of any unit shall be accomplished by Lessee executicg and filing cf record 2 deelaration of such unitization or reformation, which
declaration shal!l describe the unil. Any unit may include land upon which a well has theretofere been completed or upen which operaticns for driliing have theretofore been commenced.
Production, drilling, reworking or dewatering operations or a wel! shul in for waa: of a market anywhere on 2 unit which includes all or  pari of this Lease shall be (reated as if it were
production, drilling, reworking or dewaterirg operations or a well shut in for want of a marke: under this Lease. In lieu of the rovalties elsewhere hierzin specified, including shut-in gas
royallies, Lessor shall receive rovaities oni preduction from such urit only on the podtion of such prod sction allocated to this Lease In addition o the foregoing, Lessee shatt have the rght
to unitize, pool, or combine all or any part of the Prem:ses as Lo one or more of the formations thereunder with other lands in the same general area by entering inle a cooperative or unit plan
of development or operation approved by any governmenal authority and, from time ‘o time. wit’; like approval, to medify, change or terminate any such plan or agreement and, insuch
event, the terms, conditions and provisions of this Lease shall be deemed modilisd to conform to the terms, condit:ons, and provisions of such approved cooperalive or unit plan of
development oc operation and, particularly, <1} dritting and development requirements of this Lease, express o implied, shal! be satisfied by complisnce with the drilting and development
requirements of such plan or agreement, and this Lease shall not temunate or expire during the fife of such plan or agreement  In the event tha® the Premises or any part thereof, shall
hereafter be operaled under any such cooperalive or unit plan of development or cperation whereby the production therefrom is aliocated lo difTerznt portions of the land covered by said
plan, then the production allocated Lo any patizular tract of land shall, for the pupose of compuling the royalties to be paid hersunder to Lessor, be regarded as having been produced from
the particular tract of land to which it is aliccated and not Lo any other tract of {and, and revalty payments o be madz hereunder Lo Lessor shali be based upon production only as so
allocaled. Lessor shall formally express Lessor's consent Lo any cooperative or unit plan of development or eperation adopied by Lessee and approved by any governmental agency by
execuling the same upon request of Lessee,

13. All express or implied covenants of ihis Lease shajl be subject Lo all Federal and Stat s, Executive Orders, Rules or Regulations, and this Lease shall not be terminaled, in
whole or in part, nor Lesscc held liable in damages. for failure te somply therewith if compliancs is prevented by. or if such failure is the resulf of, any such Law, Order, Rule or Regulation,
Any delay or interruption caused by storm, Lood, 2ct of God or other zvent of force mareure shell not be counted against Lessec. If, due to the above causes or any cause whalsosver
beyond the control of Lessee, Lessee is prevented from conducting operalions hersunder, such lime shall not be counted against Lessee, and this Lease shall be exiended for a period of time
equal to the time Lessee was so prevented, anything in this Lease to the sontrary notwithstanding

14. Lessor hereby agrees that Lessee shail have the right at any time to redeem for Lessor, by uavment, ary mortgages, taxes or other lizns on the Premises, in the event of default of
payment by Lessor, and be subrogaled to the rights of the holder (ereof, and the undersigned Lessors. for themseives and their heiss, successors and assigns, hereby surrender and release al}
right of dower and homestead in the Premises. insofar as said right of dower and homestead raay ic any way affec! the purposes for which this Lease is made, as recited herein.

15. Should any one or more of the parties named as Lessor hezein fail {o executc this Lease. it shall nevertheless be binding upon 2!! such partics who do exccute it as Lessor. The
word “Lessor,” as used in this Lease, shall mcan any one or more or all of the partiss who exesute this Lease os Lassor. All the provisions of this Lease shall be binding on the heirs,
=:ncessors and assigns of Lessor and Lessee

IN WITNESS WHEREOF, this inslrument is executed as of the dale first above writter.

eval

T




STATE OF . R INFORM ACKNOWLEDGEMENT ANDIVIDUATL

COUNTY OF N
dav o1 e id by
My Commission Expires: ____ e Wotany Peblie, State ol
Neome nf Nean Provec
STATE OF _ e UNIFORM ACKNOWLEDGEMENT-CORPORATE
3%
COUNTY OF e}
The foregoing instrument was acknowiecged before methus | G by
~ A
of o A _ e
corporation, on behaif of the corporatu
My Commission Expires: R Notary Pubhie, State of
Name of Notary Printed
STATE OF e UNIFORM ACKNOWLEDGEMENT-OTHER
sg
COUNTY OF e}
The foregoing instrument was azknowiedged before me this __ day of _ .19 by
onbehalfof a -~ e
My Commission Expires: _____ Natan Public, State of

Name of Notary Printed




SAN JUAN BASIN PROPERTIES LLC
JERRY MeHUGH, Jr

Mr. Bob L Masiev
701 E. Z:a

P O.Box 1673
Aztec, NM 87510

RE: Offer 1o Laase Minerals
Townshie 30 North, Ranees 1) West, NM P ML
Section 15 Portions of the SE'4
Contaning 68 acres more or less.

San Juan Countv. New Mexico

Dear M. Mcosiev

In reference to todav's relephone conversation I return the notarized lease you sent us last week.
In considering vour “counteroffer” on San Juan paving the gathering and associated costs, we cannot live
with this in that it puts a huge impediment upon us for moving this project forward. These gathering and
treating costs are not imposad by us. but by the El Paso Fieid Services who gathers, treats, processes, and
handles the cas from wellheac to tailgate, where we then sell the gas. Those charges are a part of all
sales to markets, and are out of our control.

We would be willing to accept vour conditions for bearing these charges, however, we would
only do this 17 you and your siblings sign a gas balancing agreement. This way you can handle the
marketing of the ¢as vourselves and get a third party to handle the various charges, which are needed to
get the gas to market. At the wellhead. your rovalty gas 1s not marketable.

Ienciose the lease form we are willing to work with on this dnlling unit.  We are working
diligently to assembie acres anc pursue drilling in the S/2 of Section 18. Our terms and conditions are the
same as our July Z4. 2002 letter—1/5 RI. $150/acre + delays. $230/vr shut-in. and payment once per
month if over S25. If this offer is acceptable. please exzcute both copies of the attached oil and gas lease,
have your signarire acknowliedged before a notary public and return one copy of the lease for our further
handling. Tre previously enclosed draft should then be presented to vour bank as a COLLECTION

ITEM.

If vou have anyv guestions concerning this matter please do not hesitate in contacting me at the
letterhead address or telephone number. It was good to meet you when [ was through the San Juan Basin

on my visit ast week.

BEFORE THE .
oiL CONSERVAT!ON QlVlSlO

Case No.12992 Exhibit#

Jermv McHueh, Jr,/ submitted By:
| .— San Juan Resources

Hearing Date: February 20,

2003

Enclosures as indicated 1499 Blake Street, #7K
Denver, CO 80202 U .5.A.

Tel:  303.573.56333

Fax: 303.373.6444

2mail: jmchugh®@sanjuanbasin.com



SAN JUAN BASIN PROPERTIES LLC

JERRY McHUGH, Jr.

September (9. 2002

Mr. Bob L Moslev

701 E. Zia
P.O. Box 1633
Aztec, NM 874

RE: Offerto Lease Minerals
Townshiz 30 North, Range 11 West, N M P M.
Secuon 18: Portions of the SE/4
Containing 17 acres more or less.
San Juan County, New Mexico

Dear Mr. Mosley:

[ enclose a copy of our lease form with the “Net” language included. If you would like to add
your provisions {Exhibit *A”) which vou gave me during my visit, then we would change the
royalty to one-cighth (1/8). Otherwise our offer of one-fifth (1/3) royalty, $150/acre for
consideration, S250/year/ mineral owner shut-in royalty, 4 year term, and payments to you over
$25/month 1s the best we can do. We cannot carry the gathering and processing charges you and
your familv want us to pay.

When we agreed to give you and your family the one-fifth (1/5) royalty and the other
considerations. it was not with the idea that we would pick up all the gathering/processing
charges as well. As mentioned in my letter of August 6, these fixed charges are netted back at
the wellhead.

If you have anv guestions concerming this matter please do nct hesitate in contacting me at the
letterhead address or telephcne number. Please teel free to use our 800 number, 1-888-731-
0409.

Very truly yours.

27

Jerry McHueh. Jr.
’ o E\’—OP‘E “‘\Q pyisioN

CON Exh‘b‘t# .L
1299

Enclosures as indicated oy 0
bm‘\xted esourc y 20 20

gan Juante Fe gor®

1499 Blake Street, #7K
Denver, CO 80202 U.S.A.

Tel:  303.573.6333
Fax: 303.573.64+4
email: jmchugh@sanjuanbasin.com



SAN JUAN BASIN PROPERTIES LLC

. JERRY McHUGH, Jr.

-

January 27. 2003

Mr. Bob L. Mosley
701 E. Zia

P.O. Box 1633
Aztec, NM 87410

RE:  Offer to Lease Minerals, Masley Group
Township 30 North, Range [ West. NM P.M.
Section 18: Portions of the SE/4
Containing 17 acres more or less.

San Juan County, New Mexice

Dear Mr. Mosley:

We are in receipt of the letter of Decemnber 9, 2002 from Richard Tully. We respectfully decline
your “counterofter” as outlined in Mr. Tully’s letter.

We will, however, offer to lease your minerals in the above referenced lands under the following
terms and conditions:

1) Royalty interest of 1/6, using the enclosed lease form, a paid up lease.
2) Bonus consideration of $200 per net mineral acre leased, for a three year term.

Please feel free ro contact me to discuss this matter further. Thank you very much.

Very truly vours.
SAN JUAN BASIN PROPERTIES LLC

%/

/
Jerry McHugh, Jr. PR
MANAGER I N
‘é?j\\lp‘it\\d\‘ =
N
) o 00\2992 € s o002
cc: Richard Tuilv via fax  35-325-8232 o NO Tayn 5xC8700,
co%” . xed 350 2ty
\J\‘O“’\\)’t ap ® e
Sgaﬂ Jg 06&63
A\
e’

1499 Blake Street, #7K
Denver, CO 80202 U.S.A.

Tel:  303.573.6333
Fax: 303.573.6444
email: jmchugh@sanjuanbasin.com



SAN JUAN BASIN PROPERTIES LL.C

JERRY McHUGH, Jr.

September 19, 2002

Mr. Bob L. Mosley
701 E. Zia

P.O. Box 1653
Aztec, NM 87410

RE:  Offer to Lease Minerals
Township 30 Norihi, Range 11 West, N.M.
Section 18: Portions of the SE/4
Containing 17 acres more or less.
San Juan County, New Mexico

DN
L..vk.

Dear Mr. Mosley:

Ienclose a copy of our lease form with the “Net” language included. If you would like to add
your provisions (Exhibit “A”) which you gave me during my visit, then we would change the
royalty to one-eighth (1/8). Otherwise our offer of one-fifth (1/5) royalty, $150/acre for
consideration, $250/year/ mineral owner shut-in royalty, 4 year term, and payments to you over
$25/month is the best we can do. We cannot carry the gathering and processing charges you and
your family want us to pay.

When we agreed to give you and your family the one-fifth (1/5) royalty and the other
considerations, it was not with the idea that we would pick up all the gathering/processing
charges as well. As mentioned in my letter of August 6, these fixed charges are netted back at
the wellhead.

If you have any questions concerning this matter please do not hesitate in contacting me at the
letterhead address or telephone number. Please feel free to use cur &G0 number, 1-888-731-

0409.

Very truly yours,
¢ - A7
;)@y /mﬁ | JR
/, & Y
» &
Terry McHugh. Ir. , T
Oﬁs?’?:), Qj:(\\\o Qo'b
0\»\\\0 \1‘% u,ﬂc@\l 0. %
. . ! (o] \§
Enclosures as indicated D R A
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1499 Blake Street, #7K
Denver, CO 80202 U.S A,

Tel:  303.573.6333
Fax: 303.573.6444
email: jmchugh@sanjuanbasin.com
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OIL AND GAS LEASE

Tais Oil and Gas Lease (“Lease™ s madethis ______ Ist  davof October

2002 by and between
whose address is
. {(“Lessor”, whether one or more) and

o Bobb. Mostey R
7OV E Zia. P.C Box 1653, Aztec MM 87410 .
San Juan Basin Properties L1L.C whose address is

________________ 1498 Blake Street, Suite 7h, Derver, CO 80202 (“Lessee™).
WITNESSETH, For and in consideratior. of TEN DOLLARS, the ovenanis and agreements contained herein, and other good and valuable consideration the rm%pt and sufficiency
of which are hereby acknowledged, Lessor does hereby grant. demise, leasc and Jet exclusively unto said Lessee, with the exclusive rights for lhc‘ purposes of mining, exploring by
yeophysical and other methods and operating for and producing therefrom oil and all gas of whalsoever nature or kind (including co.albed gas), and Jaying pipelines, iglephone and telegraph
tines, building ianks, plants, power stations, roadways and structures thercon e produce, save and take care of said products (including dewatering ofcoalbefl gas wells}, and Lh'e exclusive
surface and subsurface tights and privileges related in amy manner fo any and all such operations, and any and all other rights and privileges necessary, incident to, or convenient for the
operation aloas or conjorntly with nzighborng l2nd for such purposes. all that certain iract

or tracts of land sitwated wn _____ SapJuan__ _____ Coonty, _ NewMexiceo described as follows, to-wit:

TOWNSHIP 30 NDRTH. RANGE {1 WEST. NMPM. ) ) ) ‘ ) ]
Section 18 W/2SE/4 North of the Right of Way of the Denver & Ric Grande Western Rzilroaa and all of the land lying and being situated in the SW/4SE/4 South of s2id Railroad
Right of Way and East of the Cook Armroya

Below the base of the Piziured Clif¥s formation only

and contaiming 5800 acrss, more or less, {the *'Premuses™)
1. Itis agreed that this Lease shall remain in force for a term of __four (4) yeurs from this date (“Primary Term™) and as long thereafter as oil or gas of whatsoever nature or

kind is produced from the Premises ar or acreage pooled or unitized therewith, or operations are continved as hereinafler provided. If, at the expiration of the Primary Term, oil or gasis
not being produced from the Premises or on acreage pooled or unitized therewith but Lessec is then engaged in drilling, reworking or dewatering operations thereon, then this Lease shall
continue in force so long as such operations are being continuously prosecuted. Operations shall be considered to be continuously prosecuted if not more than ninety (90) days shall elapse
between the completion or abandonment of one well and the beginning of operations for the drilling of a subsequent well. If after discovery of oil or gas on the Premises or on acreage
pooled or unitized therewith, the production thereof should cease from any cause after the primary term, this Lease shall not terminate if Lessee commences additional drilling, reworking or
dewatering operations within ninety {90) days from date of cessation of production or from date of completion of drv hole. If oil or gas shall be discovered and produced as a result of such
operations at or after the expiration of the Primary Term, this Lease shall continue in force so long as oil or gas is produced from the Premises or on acreage pooled or unitized therewith.

2. This is a PAID-UP LEASE. In consideration of the payment made herewith, Lessor agress that Lessee shall not be obligated, except as otherwise provided herein, to commence or
continue any operations during the primary temm, Lessee may at any thne or times during or after the Primary Tetm surrender this Lease as to all or any portion of the Premises and asto any
strata or stratum, by delivering to Lessor or by filing for record a release or releases, and be relieved of all obligations thereafier accruing as to the acreage surrendered.

3. Lessee covenants and agrees to pay royalty to Lessor as follows:

(a) On oil, to deliver to the credit of Lessor, free of cost in the pipe line to which Lossee may connect wells on the Premises, the equal one-fifth (1/5th) part of all oil produced and
saved from the Premises.

(b) On gas of whatsoever nature or kind, including coalbed gas and cther gases, liquid hydrocarbons and their respective i 1 inghead gas or other gaseous
substances, produced from the Premises (“Gas™) Lessee shall pay, as royalty, one-fifth (1/5th) of the net procseds realized by Lessee from the sale thereof, provided that Lessee shall have
the continuing right to sell that Gas to itself or to an affiliate of Lessee, in whichevent the royalty shall be based upon the prevailing wellhead market price paid for Gas of similar quality in
the same field (or if there is no such price prevailing in the same fieid, then in the nearest field in which there is such a prevailing price) p to comparable purchase arang
including arrangements under which Lessee, or an affiliate, is purchaser, cntered into on the same or nearest preceding dale as the date on which Lessee, or an affiliate, commences its
purchases hereunder; and further provided that the net proceeds or prevailing wellhead market price, as applicable, shall be after deduction for costs (third party charges and tariffs, and
capital and operating costs incurred by Lessee) related to gathering, transporting, dehydrating, compressing, processing and treating the Gas.

4. Where Gas from a well capable of producing Gas {or from a well in which dewatering operations have commenced), is not sold or uszd after the expiration of the Primary Term,
Lessee shall pay of tender as royalty to Lessor at the address set forth above Two Hundred Fifty Dollars per year, such payment or tender to be made on or before the anniversary dats of this
Lease next ensuing afier the expiration of 90 days from the date such well is shut in or dewatering operations are commenced and thereafter on or before the anniversary.date of this Lease
during the period such well is shut in or dewatering operations are being conducted.

S, Tf Lessor owns a lesser interest in the Premises than the entire and undivided fee simple estate therein, then the royalties (including any shut-in gas rovalty) hersin provided for
shail be paid Lessor only in the proporiion which Lessor’s interest bears to the whole and undivided foe.

6. Lessee shall have the right ta use, free of cost, Gas, oil and water produced on the Premises for Lessee’s operations thereon, sxcept water from the wells of Lessor.

7. When requested by Lessor, Lessee shall bury Lessee’s pipe line below plow depth.

8, No well shall be drilled nearer than 200 feet to the house or bamn now on the Premiscs without written consent of Lessor.

9 Lessee shall pay for damages caused by Lessee’s operations to growing crops on the Premises.

10. Lessee shall have the right at any time to remove all machinery and fixtures (including casing) Lessee has placed on the Premises.

11. The rights of the Lessor and Lessee hercunder may be assigned in whole or part. No change in ownership of Lessor’s interest (by assignment or otherwise) shall be binding on
Lessee until Lessec has been fumished with notice, consisting of certified copies of all recorded instruments or documents and other information 'y to establish a complete chain of
record title from Lessor, and then only with respect to payments thereafter made. No other kind of notice, whether actual or constructive, shall be binding on Lessee, No present o future
division of Lessor's ownership as to different portions or parcels of the Premises shall operate to enlarge the obligations or diminish the rights of Lessee, and all Lessee’s operations maybe
conducted without regard 10 any such division. If all or any part of this Lease is assigned, no leasehold owner shall be liable for any act or omission of any other Jeasehold owner.

12. Lessee, at its option, is hereby given the right and power at any time and from tirce to time as a recurring right, either before or after production, as to all or any part of the
Premises and as to any one or more of the formations thereunder, to pool or unilize the leasehold estate and the mineral estate covered by this Lease with other land, lease or leases in the
immediate vicinity for the production of oil and gas, or separately for the production of either, when in Lessee’s judgement it is necessary or advisable to do so, and irrespective of whether
authority sirilar to this exists with respect to such other land, lease or leases. Likewisc units previously formed to include formations not producing oil or gas, may be reformed to exclude
such non-producing formations. The forming or reforming of any unit shall be accomplished by Lessee executing and filing of record a declaration of such unitization or reformation, which
declaration shall describe the unit. Any uait may include land upon which a well has theretofore been completed or upon which operatians for drilling have theretofore been commenced.
Production, drilling, reworking or dewatering operations or 2 well shut in for want of a market anywhere on a unit which includes all or a part of this Lease shall be treated as if it were
production, drilling, reworking or dewatering operations or a well shut in for want of a market under this Lease. In lieu of the royalties elsewhere herein specified, including shut-in gas
royalties, Lessor shall receive royalties on production from such unit only on the portien of such production allocated to this Lease. In addition to the foregoing, Lessee shall have theright
Lo unitize, pool, or combine all or any part of the Premises as to one or more of the formations thereunder with other lands in the same general arca by entering into a cooperative or unit plan
of development or operation approved by any governmental authority and, from time to time, with like approval, to modify, change or tenminate any such plan or agreement and, in such
event, the terms, condutions and provisions of this Lease shall be deemed modificd to conform to the terms, conditions, and provisions of such approved cooperative of unit plan of
development or operation and, particularly, ail drilling and development requirsments of this Lease, express or implied, shall be satisfied by compliance with the drilling and development
requirements of such plan or agreement, and this Leass shall not terminate or expire during the life of such plan or agreement. In the cvent that the Premises or any part thereof, shall
hercafter be operated under any such sooperative or unit plan of development or operation whereby the production therefrom is allocated to different portions of the land covered by said
plan, then the production allocated to any particular tract of land shall, for the purpose of computing the royalties to be paid hereunder to Lessor, be rogarded as having been produced from
the particular tract of land to which it is allocated and not to any other tract of land; and royalty payments to be made hereunder to Lessor shall be basad upon production only as so
allacated. Lessor shall formally express Lessor’s consent to any cooperative or unit plan of development or operation adopted by Lessee and approved by any governmental agency by
executing the same upon requast of Lessee

13. All express or implied covenants of this Lease shall be subject to all Fzderal and State Laws, Executive Orders, Rules or Regulations, and this Lease shall not be terminated, in
whole or in part, nor Lessee held liable in damages, for failure to comply therewith if compliznce is prevented by, or if such failure is the result of, any such Law, Order, Rule or Regulation.
Any delay or interruption caused by storm, flood, act of God or other eveat of force majourc shall not be counted against Lessee. 1f; due to the above causes or any cavse whatsoever

=yond the control of Lessee, Lessee is prevented from conducting operations hereunder, such time shall not be counted against Lessee, and this Lease shall be extended fora period of time
cquel to the time Lessee was so prevented, anything in this Lease to the contrary notwithstanding.

14. Lessor hereby agrees that Lessee shall have the right at any time to redeem for Lessor, by payment, any morigages, taxes or other licns on the Premiscs, in the event of default of
payment by Lessor, and be subrogated to the rights of the holder thereof, and the undersigned Lessors, for themselves and their heirs, successors and assigns, hereby surrender and release alf
tight of dower and homestead in the Premises, insofar as said right of dowasr and homestead may in any way affect the purposes for which this Lease is made, as recited herein,

15. Should any anz or more of the parties named as Lessor herein fail Lo #xecute this Lease, it shall nevertheless be binding upon all such parties who do execute it as Lessor. The
word “Lessor,” as used in this Lease, shail mean any ons or more or all of the parties whe execute this Lease as Lessor. Al the provisions of this Lease shal! be binding on the heirs,
successors and assigns of Lessor and Lessee.

IN WITWESS WHEREGCEF, this instrument is exscuted as of the datz firs: above writier

Bob L. Mosley



UNIFORM ACKNOWLEDGEMENT-INDIVIDUAL

The foregomg instrument was ackrowledged berore me s dayof , 19 by
My Commusston Expres Notary Pubiic, State of
Name of Notary Printed
STATECGY _ UNIFORM ACKNOWLEDGEMENT-CORPORATE~
55
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COUNTYOR _
[he foregoing nstrument was acknowledged before methis . dayof 19 by
O _as_
of _- S . a
corporation, on behalf of the corporaton.
My Comunission Expires: — Natary Public, State of,
Name of Notary Printed
STATEOF _ S UNIFORM ACKNOWLEDGEMENT-OTHER
58
COUNTY OF i
The foregeing instrument was acknowledged before me this __dayof 19 by

- _____=8s
ou behalf of 2
My Comrnission Expires: | Notarv Public, State of

Name of Notary Printed




SAN JUAN RESOURCES, INC.

JERRY McHUGH, Jr.

November 6, 2002

Mr. Bob [.. Masle
701 E. Zia

P.O. Box 1653
Aztec, NM 87410

Re: San Juan Resources, Inc. No. | Tecumseh Well

Township 30 North, Range 11 West, NM.P M.
Lots 3,4, E/2SW/4 SE/4

Section 18
San Juan County, ivew Mexico

Dear Ladies and Gentlemen-

San Juan Resources, Inc., (heremaﬁer referred to as “SJR”), as a working interest
owner under the captioned lands, hereby proposes the drilling a well to be drilled in
Township 30 North, Range 11 W/est N.M.P M., Section 18: SE/4 to a depth sufficient to
test the Dakota formation or td a depth of 6576 feet whichever is lesser. SJR plans to
complete the Mesaverde formation and commingle production in the Dakota and
Mesaverde. Enclosed herewith is a photocopy of a summary of the estimated costs that
will be in¢urred in drilling, testing and completing said well, (“AFE”)..

Please advise us as soon as it is convenient as to whether or not you would be
willing to participate in the drilling of this well or if you would rather farmout or lease
your interest on mutually acceptable terms. A review of the San Juan County, New
Mexico records indicates that you own the interest indicated on the AFE in and to the
captioned lands that will comprise the drillsite spacing unit for this well.

Upon receipt of the elections of all inferegt owners, we will prepare the
appropriate joint operating agreement or determine who will prepare any farmout
agreement(s). :

' If vou have anv questions, please feel free to contact me.

Very truly yours,
SAN JUAN RESOURCES, INC,
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1499 Blake Street, #7K
Denver, CO 80202 U.S.A.

Tel:  303.573.6333
Fax: 303.573.6444
email: jmchugh@sanjuanbasin.com



RicHARD T.C. TuLLy., F.A.

ATTORNEY AT Law

TUENCITH ORCHARD AVENUE
Post O¥r CE Box 265
FARMINGTON. NEW MEXICC £7499-C263

RICHARD T.C. TULLY F.A (505) 327-3388

RECOGNIZED SPECIALISTY 1 EACSIMILE: (305) 325-8232
NATURAL RESOURCES - Ol & 543 Laa

December 9 2002

Jerry McHugh. Jr.

San Juan Basin Properties LLC
1499 Blake Street, #7K
Denver, CO 80202

Re: Bob L Mosley, Leonard Mosley, George
Mosley, Mary Mosley and Betty Nelms
Township 30 North, Range 11 West, N.M.P.M.
Section 18: Portions of W/2SE/4 and SW/4SE/4
Containing 68 acres, more or less
San Juan County, New Mexico

Dear Mr. McHugh:

We have been requested by Bob L. Mosley to review the correspondence, a
proposed oil and gas lease, and an AFE that your company has submitted for the
drilling of a well that includes the above-captioned lands.

After discussion, Mr. Mosley has requested that, on behalf of the above-
captioned persons, we provide you with the terms and provisions of an acceptable oil

and gas lease:

A. Royalty interest of 1/5 which will not bear any production nor post-production
costs and expenses.

. | ion of $350 per net mi re. N =

B. Bonus consideration of $ p mineral acre oL CONSEWEthb\‘# 2>

9
. Nol\?—
C. Two years primary term. cassmmed ource, o 2003
° g Jual R gebruat
. , a te
D. Paid up oil and gas lease. Soarng 02

E. Limited to formations lying below the base of the Pictured Cliffs Formation
during the primary term. At the end of the primary term, all formations not then
producing will be released back to the oil, gas and mineral interest owners.



Jerry McHugh Jr
Page Two
December & 2002

If these terms and provisions for an oif and gas lease are acceptable, please
prepare separate leases for these persons for prior review and approval by this writer.

Thank you for your assistance and cooperation in this matter. If you need further
information, please advise.

Sincerely,

OV %

Richard T. C. Tully

cC.
Bob L. Mosley
P. O. Box 1653

Aztec, NM 87410



RICHARD T.C. TULLY. P.A.

ATTORMEY AT Law
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W. Thomas Kellghin, Esqg.
Kellahin & Kellahin

P. O. Box 2265

Santa Fe, NM 87504

Re: Bob L. Mosley O. Leonard Mosley,
Leona M. Mosley, George A. Mosley.
Janet R. Mosley, Mary Gwendolyn Mosley
and Betty A Mosley

Dear Tom:

Pursuant our telephone conversation yesterday pertaining to the application for
force pooling of the Tecumseh #1 Well by San Juan Resources, Inc., enclosed are
copies of the following described documents:

A. Letter dated September 19, 2002 from San Juan Basin Properties, LLC to
Bob L. Mosley.

B. Letter dated November 6, 2002 from San Juan Resources, Inc. to Bob L.
Mosley.

C. Letter dated December 9, 2002 from this law firm to San Juan Basin
Properties LLC .

D. Proposed Oil and Gas Lease dated October 1 2002 between Bob L. Mosley,
“Lessor”, and San Basin Properties LLC. ‘Lessee”

Bob L. Mosley will be appearing pro se and on behalf of his other family
members at the hearing scheduled for February 8, 2003, and he will be filing a Pre-
Hearing Statement in the next few days.



W Thomas Kellahin, Esq
Page Two
January 22 2003

It wili be greatly appreciated if you will provide at least 24 hours prior notice to
Mr. Mosley if the February 6 hearing is continued. Mr Mosley’s telephone number is
505-333-2394.

Thank you for your assistance and cooperation in this matter. If you need further
information. please advise.

rely,

Richard T. C. Tully

Enclosures
cc w/o encl
Bob L. Mosley

P. 0. Box 1653
Aztec, NM 87410



PO Box 1653
Aztec. NM 87410

January 22 2003
Reference: Notice of Hearing
CERTIFIED MAIL

New Mexico Oil & Gas Conservation
1220 S. St. Francis Dr.
Santa Fe. NM 87505

Attention: David Brooks
Dear New Mexico Oil & Gas Conservation.

| will be representing: O. Leonard Mosley. & Leona M., George A. Mosley & Janet
R., Mary Gwendolyn Mosley, Betty A. Nelms, and myself for the NM Qil Conservation
Division Case scheduled on February 6, 2003.

I will be presenting all correspondence that we have had with San Juan Resources
and with our attorney on the lease that was initially agreed upon. The agreement was
that 20% gross was to be paid, when | received the lease, it was changed to 20%
net.

I have tried in good faith to settle the lease of property to San Juan Resources. | feel
that they have been unethical and have misrepresented themselves.

With the extra cost and time involved, we the leaseholders feel that the last offer that
we made to San Juan Resources is what we are willing to lease the property for.
San Juan Resources still has not responded to that offer to date. \

Due to travel time, | am requesting a 24-hour notice of any changes, postponements,
or rescheduling of the hearing dated for February 6, 2003.

Sincerely,

wzﬁ% .

obbie Lee Mosley Sr.
cc: Kellahin & Kellahin
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January 27, 2003

Mr. Bob L. Mosley
701 E. Zia

P.0. Box 1653
Aztec, NM 87410

RE:  Offer to L.ease Minerals, Mosley Group
Township 30 North., Range 11 West. NM.P.M.
Section 18 Portions of the SE/4
Containing 17 acres more or less.

San Juan County, New Mexico

Dear Mr. Mosley

We are in receipt of the letter of December 9. 2002 from Richard Tully. We respectfully decline your
“counteroffer” as outlined in Mr. Tully’s letter

We will, however, offer to lease your minerals in the above referenced lands under the following terms and
conditions:

1) Royalty interest of 1/6, nsing the enclosed lease form, a paid up lease.
2) Bonus consideration of $150 per net mineral acre leased. for a three year term.

Please feel free to contact me to discuss this matter further. Thank you very much.

Very truly yours,
SAN JUAN BASIN PROPERTIES LLC

Jerry McHugh. Jr
MANAGER

cc: Richard Tully via fax 5-325-8232
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RICHARD T.C. TULLY. P.A_

{5056) 327-3388
FACSIMILE: (S0OE) 325-8232

January 30, 2003

W Thomas Kellah:n. Esq
Kellahin & Kellahin

P. O. Box 2265

Santz Fe, NM 87504

(Facsimile 505-982-2047)

Re: Bobl Mosley, O. Leonard Mcsley,
Leona M. Mosley, George A. Mosley.
Janet R. Mosley, Mary Gwendolyn Mosley
and Betty A. Mosley

- Dear Tom:

Please refer to the letter dated January 27, 2003 from Jerry McHugh, Jr.,
Manager, San Juan Basin Properties LLC, to Bob L. Mosley in response to the terms
and provisions of an oil and gas lease that were propoesed in our December 9, 2002
letter to Mr. McHugh

Our clients have requested that our law firm respond to Mr. McHugh's January
27 lefter through your law firm.

Qur clients are willing to execute an oil and gas lease for their oil and gas

interests in the SE/4 of Section 18, Township 30 North, Range 11 West, NM.P.M., San

Juan County, New Mexico under the following terms and provisions:

A. Royalty interest of 3/16 which will not bear any post production costs and
expenses.

B Bonus consideration of $250 per net mineral acre.

C. Primary term of 2 years with a paid up lease; or a primary term of 3 years with

$5.00 per year per net mineral acre annual rental payments.
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W. Thomas Kellghin, Esg.
Page Two
January 30, 2003

D Limited to formations lying below tne base of the Pictured Cliffs Formation
during the primary term. At the end of the primary term. ail formations lying below the
then deepest producing formation wit: be reieased

E. $250 per owner annuai shut-in royaity payments.

Thank you for your assistance and cocperation in this matter. If you need further
information, piease advise.

Richard 7. C. Tully

Vo)
Bob L. Mcsley

P. O. Box 1€53
Aztec, NM 874410

TOTRL F.B3



SAN JUAN BASIN PROPERTIES LLC

JERRY McHUGH, Jr.

February 6. 2003

Mr. Bob L Mosley
701 E. Zia

P.O. Box 1633
Aztec, NM 87410

RE:  Offer to Lease Minerals, Mosley Group
Township 30 North. Range 11 West, N M P. M,
Section 18: Portions of the /2
Contaiming 17 acres more or less
San Juan County, New Mexico

Dear Mr. Mosley:

We are in receipt of the letter of January 30, 2003 from Richard Tully. We respectfully decline
your “counteroffer” as outlined in Mr. Tully’s letter.

We will, however, offer to lease your minerals in the above referenced lands under the following
terms and conditions:

1) Royalty interest of 1/6, using the enclosed lease form, a paid up lease.
2) Bonus consideration of $200 per net mineral acre leased, for a three year term.
3) Shut in provision of $50/lease/vear.

Please feel free to contact me to discuss this matter further. Thank you very much.

Very truly vours,
SAN JUAN BASIN PROPERTIES LLC

\8)
Jerry McHugh, Jr. <¥¥ \\,\5\
” o ?\e e
MANAGER FOR ot 9,&
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00$5 e -100
o A® £€% 90,
cc: Richard Tully via fax  5-325-8232 o WO 0 ot

1499 Blake Street, #7K
Denver, CO 80202 U.S.A.

Tei:  303.373.6333
Fax: 303.573.6444
email: jmchugh@sanjuanbasin.com



