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During fiscal 1961, the company participated in the drilling of
twenty gas wells ranging in depth from 6200" to 7400" at a cost of
approximately $100,000 each. Consolidated was operator of seventeen
wells and was a participant with Southern Union Gas Company, Adobe
Oil Company and Sunset International Petroleum Corporation in the
remaining three wells. All wells drilled were classed as development
wells. One hundred percent success in the year’s program was par-
ticularly gratifying in view of the over-all industry’s 1960 average on
development wells of 73%: similarly the Rocky Mountain area success

ratio was 73%.

All 20 wells drilled were in the San Juan Basin — sixteen of
them in our Northwest Blanco Area, two in the company’s new Huer-
fano Area (discovered in 1960), and one in the prolific Kutz Canyon
Area under the “carried-interest” arrangement with Sunset Interna-
tional Petroleum Corp. One other well drilled a few miles southeast
of the Northwest Blanco Area was not only completed as a Dakota
development well, but also resulted in the discovery of a new Gallup

formation gas pool.

The development of new reserves and capacity from these new
wells was enhanced by the fact that ten wells were dual-zone com-
pletions. These dual-zone wells develop essentially twice the capacity
and reserves with only about 10% additional expenditure for any

one well.

As a result of this intensified development of proven gas re-
serves during 1961, the company’s capacity for daily net gas produc-

tion was increased approximately 65%.

The accompanying table reviews Consolidated’s unusually suc-

cessful drilling program for the past four years. In this period, your

company participated in seventy gross wells and was successful in
sixty-three for an average of 90%, including exploratory ventures.
The exploratory program alone enjoyed a 58% success ratio versus
the long-established industry average of 11%. Only two of fifty-eight
development wells were failures.

DRILLING SUMMARY

Fiscal Exploratory Wells Development Wells Total
Period Prod. Dry Prod. Dry Wells
1961 Gross 0 0 200" 0 20.
COG Net 0 0 5.428 0 5.428
1960 | Gross 2 £t 2L 0 24.
COG Net| 1.105 | 0.594 9.566 | 0 11.265
1959 Gross 3 2 14. 1. 20.
COG Net 0.736 1.025 3.288 0.312 5.361
1958 Gross 2. 2. 13 | 6.
COG Net 0.563 0.504 0.390 0.273 1.730




This was the day the symbol “CGS” “CGS” “CGS” moved for
the first time over the ticker of the American Stock Ex-
change. Shown on the floor of the Exchange in New York
are, left to right, Theodor F. Rittenberg and Lee J. Speigel-
berg, Company directors; Sterling Nordhouse, an American

Stock Exchange specialist in Consolidated’s stock; President
Harry A. Trueblood, Jr., and Daniel T. O’Shea, director,

SUMMARY SECTION ...

OCTOBER 17, 1961




ASSETS

November 30, 1961, 1960, 1959

Current assets:

Cash o susmnmmemersun s ssenerness s ssramenivssssssse . 300,328,25

Notes receivable —secured .......coveeveeeennnnnannsas
Notes receivable —unsecured .......covvvvveeiinnannees

Accounts receivable:
Qil and gas porehasers . :: sweses s s smsmsmasasnes
Interest holders in jointly owned properties..........
(0757 I R N N W B o B e

Work in progress: at €ostic « « s s s wsenins s » 45 samussosmnes s
Inventory of eqUIPMEnt’ . . : s senwawen s o 5§ 5 supiieseeiasies s
RYCDRIA. CXDCTERS tuas ¢35 98 Vmmmiorsiaid o ¥ 3755 Aitngis it olaliinigieonss

Noncurrent assets — notes receivable —
SEEAYEl— NOLE 1 siicloiad ¥ « ¢ » sidrpmibimiosd s s 2 2 5mbmerkininmistosns

TnVeBtIEIER! soosismmwainis 49 58 OUPEROEININS § § S5 EEEBEEEEHTEE K580

Property and equipment at cost — Note 5:

Producing oil and gas properties —
partially pledget o i i s sonammee s s sesneanenasvenE

Undeveloped oil and gas properties. ......cceevveeienianss

Land, buildings and equipment —
PATEITY DIGHECH. wcvses wssmsenmiossio sowmiammmmasmes

Less accumulated depreciation and depletion. . ...

Other assets:
Deferred financing costs .cvs: s seawesses s o5ss s swpsnmss
Deposits and deferred charges.........cccovuveveiennnn.
OFEANZALION: EXPEIBE (ot it wdiomiifonm Kok Tae s sTmmmrasiniogs

1961 1960 1959
133,780.77 181,234.30
= 160,000.00 100,000.00
11,334.39 4,300.00 21,918.80
11,334.39 164,300.00 121,918.80
49,918.53 25,849.15 25,632.81
306,779.03 222,008.95 116,494.65
28,499.56 11,446.16 22,004.94
385,197.12 259,304.26 164,132.40
4,706.72 1,471.70 28,172.71
46,976.49 51,093.26 51,545.00
2,314.59 5,481.49 7,252.08
810,857.56 615,431.48 554,255.29
344,000.00 129,000.00 99,000.00
27,054.00 19,538.00 8,962.50
4,238,625.03  2,652,097.56  1,887,919.41
156,800.58 179,382.70 210,093.95
107,265.45 86,180.56 73,526.87
4,502,691.06  2,917,660.82  2,171,540.23
494,402.20 330,752.85 340,412.57
4,008,288.86  2,586,907.97 1,831,127.66
31,826.29 2,740.54 9,825.00
15,169.36 3,185.15 7,359.97
- - 6,113.78
46,995.65 5,925.69 23,298.75
$5,237,196.07  3,356,803.14  2,516,644.20

The accompanying “Notes to Financial Statements” is an integral part of this statement.

LIABILITIES AND ST

Current liabilities:
Notes payable — portion due within one year:
Uniseouied . i sanminivasss os 5 snasasmemeissas

SECIIRH ~ufi e ss 3 s 5 18 4SS ABTRRAI

ACCOUNES PAYADIe. ccvi it malbasvsnss os & s mvasEeicsea
Interest holders in jointly owned properties..........
Other accrued Habilities . . csuoiocoss s s 2 s msimsissomne
Advances on drilling arrangements................. 4
Long term purchase obligation.................ouu..
Notes payable — portion due after one year:
Unsestited sucvss: Jonsimmsnsings s 5o massiss e

BOtHTed, < vnmases YIRS BeeE 5 PN e

Deferred income — Note 1 ....ccvvvivienennneennenenns

Stockholders’ equity:

Common stock — authorized 5,000,000
shares at $.20 par value; November 30, 1961 —
issued and outstanding 1,840,503 shares —
INoter 2. 3.5 A0d s« & ils s s-siaenmesiaaies

Capital surplus— Notes 5 and 7.......cvvvnnennnn

Retained earnings (deficit) from
December Il 1956 .5 5c 0 s dleimniite s A iiietesmiets

Less treasury stock at cost — Note 6.......




CKHOLDERS’ EQUITY

.

1961 1960 1959
$ 269,739.02 314,760.55 165,350.53
233,700.02 176,672.61 207,460.86
503,439.04 491,433.16 372,811.39
341,060.78 254,755.93 340,971.06
14,818.43 60,959.55 19,248.42
30,162.11 23,217.18 24,835.05
150,487.50 39,412.92 58,208.74
1,039,967.86 869,778.74 816,074.66
s = 61,300.00
20,000.00 41,010.00 78,395.00
272,730.32 178,897.33 186,668.65
292,730.32 219,907.33 265,063.65
1,677,773.09  1,049,537.49 510,479.48
368,100.60 311,873.60 282,916.80
2,012,636.19  1,410,038.70  1,076,229.24
2,380,736.79  1,721,912.30  1,359,146.04
(154,011.99)  (413,156.49)  (404,237.63)
2,226,724.80  1,308,755.81 954,908.41
o 91,176.23 91,182.00
2,226,724.80  1,217,579.58 863,726.41
$5,237,196.07  3,356,803.14  2,516,644.20

STATEMENT OF INCOME AND EXPENSE AND RETAINED EARNINGS (Deficit)
Three Years Ended November 30, 1961

Income: 1961 1960 1959
Oil and gas sales—Note 1..cveceiiiveresnscecnennes. $ 534,138,17 342,843.20 271,097.74
Drilling arrangements and operations reimbursements..... 1,475,978.33 1,026,582.89 437,833.02
MaScRllaneons « o vsmns sisisasmmmessyas s auesbsihe s 96;924.20 122,353.06 120,422.15
2,107,040.70 1,491,779.15 829,352 91
Costs and expenses:
Direct costs:
Production; COBIE = s s s sime e 1 & semwsissionns s 205,061.54 126,109.04 134,572.53
Direct production payment expense — Note 1........ 67,658.05 31,591.90 13,193.70
Drilling arrangements and operations
reimbursements costs .........0000iiiiinnen... 1,118,987.69 812,720.33 427,349.67
D1y holé (60818 somas o5 s 55550 msnmsimmes £ 57 5 55 6 aaeenimens — 82,056.21 95,424.16
Abandonment and surrender of leases................... 16,219.71 43,908.85 8,466.35
Lease rentals — nonproducing properties................. 22,260.63 15,334.13 15,132.52
General and administrative «.oseevmosies sspoossssmmsssa 179,395.85 145,547.14 168,447.39
1,609,583.47 1,257,267.60 862,586.32
Operating income (loss) before
depreciation, depletion and
amortization. cvswswwssesis i s eaisssbseEvess oo 497,457.23 234,511,55 (33,233.41)
Depreciation, depletion and amortization........c.eeveeu.. 181,648.77 129,400.62 116,5¥0.59
Operating income (10SS) ....ovviuunnvnnenennnnnnnn. 315,808.46 105,110.93 (149,744.00)
Other income (expense) :
Gain (loss) on sale of capital assets.......coovveeinnnn. 1,542.69 (61,745.51) (403.08)
Interest EXPEnSE . ...vvvineeneneeeeerrrinnannnnnneaanns (58,206.65) (52,284.28) (27,021.86)
(56,663.96) (114,029.79) (27,424.94).
Net: ncome (1088 swnsn s i 55 s ssnansmmeismes s s s sies 259,144.50 © (8,918.86) (177,168.94)
Retained earnings (deficit) beginning of period.............. (413,156.49) (404,237.63) (227,068.69)
Retained earnings (deficit) at end of period................. $ (154,011.99) (413,156.49) (404,237.63)

The accompanying “Notes to Financial Statements” is an integral part of this statement.




November 30, 1961

NOTE 1:

During the fiscal year 1958, the Company sold a $440,000.00 oil and gas payment for $340,-
000.00 to be repaid out of the proceeds of production from certain oil and gas properties. At
the time of the sale, the Company’s management estimated that it would take approximately seven
years to recover the $440,000.00. The $340,000.00 has been considered deferred income and as
the gas is actually produced that amount will be taken into earned income. As of November 30,
1961, there was a deferred income balance on this oil and gas payment of $227,773.09.

During the fiscal year ended November 30, 1959, the Company sold an oil and gas payment
for $220,000.00 plus an amount equal to 6% % per annum on the unpaid balance to be paid out
of production from certain oil and gas properties. October 1, 1960, the Company made an ad-
ditional sale of $580,000.00 to increase this oil and gas payment to $800,000.00 and on November
1, 1961, the Company made an additional sale of $694,103.53 to increase this oil and gas payment
to $1, Pmoooooo on that date, The Company management estimates that it will take approxi-
mately seven years to recover the $1,450,000.00 plus an amount equal to 6%4% per annum on the
unpaid balance. The total consideration of $1,494,103.53 was received in the form of $1,204,-
103.53 cash and two secured notes in the amount of $290,000.00 that will come due December
31, 1965. As of November 30, 1961, there was a deferred income balance on this oil and gas
payment of $1,450,000.00.

NOTE 2:

On July 27, 1960, the Company registered with the Securities and Exchange Commission
140,748 units with each unit consisting of one share of common stock and three transferable
common stock purchase warrants. The units were offered to the holders of its common stock
who were of record, at the close of business on July 8, 1960, at the ratio of one unit for each
ten shares. The Company sold 134,784 units, thereby creating 404,352 common stock purchase
warrants, of which 404,190 remain outstanding at November 30, 1961. Each common stock pur-
chase warrant is exercisable for one share of common stock of the Company at $3.875 per share
on or before June 30, 1963, or at $4.875 per share on or before June 30, 1967. The common stock
purchase warrants terminate on June 30, 1967. Warrant holders do not possess any rights as
stockholders of the Company. The warrants contain “anti-dilution” provisions.

NOTE 3:

During 1961, the Company granted to four officers and three key employees of the Com-
pany restricted stock options to purchase, in the aggregate, 66,500 shares of common stock of
the Company. The options are exercisable at the rate of 209% per year of the total amount
granted commencing after the first year. The options were granted in the following amounts
and prices: 37,000 shares at $2.15, 5,000 shares at $3.03, 2,000 shares at $3.02, 7,500 shares at
$2.33 and 15,000 shares at $2.78. The option price is equal to 85% of the fair market value on
the date each option was granted except Mr. Trueblood’s option price was 110% of the fair
market value. During the fifth year and thereafter until January 17, 1971, they may be exercised
at any time, except that the options granted Mr, Trueblood expire January 17, 1966.

NOTE 4:

The Company will not have any Federal or State income tax liability for the current
fiscal year ended November 30, 1961, due to unused tax loss carryover available and the election
to charge-off intangible drilling and development cost in the year of incurrence.

NOTE 5:

On February 16, 1961, the Company acquired the assets of the Midland Qil Company, a
Wyoming Corporation. The assets acquired from the Midland Oil Company were as follows:

CUTTENT BEBOIE. oo s v wure .50 § 60088 555 5 5655 VR4 FF08 ST REWHE 59007 § TRER0 5
Less current 1iabilities ........vviveiiereniiinnoncissnneenrnaessacnsnen

...$ 502,255.83
25,414.48
476,841.35

Producing oil and gas properties. ........ooveviiiininennionnanas s 0 wees woen caw  083,150:40

Nonproducing oil and gas Properties.........vevveeiernereennnsresnsnennnnes 10,090.30
Biilding ahd OHEE; s wens sves samn s iais Ham 465 6,535 S8 7,808 §6E Ba Gand el 2,055.45
$1,172,137.50
The consideration was as follows: =55
Caal o i ymon swen v vese sawn s e Bee 8 e s B e s sees wese eses sval) 295,000.00
Common stock of the Company — 270,855 shares at $.20 per share par value....  54,171.00
Capital surplus created by the excess of the value of the properties acquired
over the par value of the stock issued.......covvvvieiinniinnneinennnans. 622,966.50

$1,172,137.50

Producing oil and gas properties acquired from the Midland Oil Company having an ad-
justed book basis of $258,256.24 were assigned a value of $683,150.40 by the Company manage-
ment according to their present value at acquisition date based upon recent petroleum engineer-
ing data. Other assets having an adjusted basis of $134,919.25 were assigned a value of $12,-
145.75 based on fair market value. The current assets and liabilities from the Midland Oil
Company were not materially changed.

NOTE 6:

On January 17, 1961, the board of directors voted to retire the 10,902 shares of the Com-
pany’s stock held as treasury stock. The cost of the stock to the noEbEu«. was $91,176.23 and
the total stated par value of the stock was $2,180.40 and thus resulting in a urE.mo to Capital
Surplus of $88,995.83.

NOTE 7:

Capital surplus changes during the year were as follows:
Balance at December 1, 1960 ..

Add:
Excess valued assigned to oil and gas properties acquired
over par value of stock issued....................$ 8,580.00

Excess of face amount of liabilities retired over par value
of common stock exchanged therefor; $63,250.00
principal amount for 18,500 shares of stock....... 59,550.00

Excess of consideration received over par value of 270,855
shares of common stock issued, for the property ac-
quired from the Midland QOil Company, to certain of
the Midland Oil Company stockholders........... 622,966.50

Excess consideration received over par value of 162 shares
of common stock issued due to the exercise of 162
common stock purchase warrants...........oovuun 595.36

OHEL ; sives sorens swams awns smn Vammis 5a3 S5 SO08 SFeT s 149.97

$1,410,038.70

691,841.83
2,101,880.53
Less:
Excess of cost of 10,902 shares of the Company’s stock
held as treasury stock retired by resolution of the
Board of Directors ......... v.... 8899583
Consideration paid in excess of par value for fractional
shares of Company stock purchased from former
Midland Oil Co. stockholders........coovvvinrennn 248.51 89,244.34
Balance at November 30, 1961......c0cvuivvrernnensaanans $2,012,636.19
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CRUDE OIL AND CONDENSATE

STATUS OF
PROVED RESERVES

(MILLIONS OF BARRELS)

1.51
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UNDEVELOPED

.586
.925

.um PROVED

DEVELOPED
PROVED

UNDEVELOPED

.04

PROVED
-Wﬂ DEVELOPED

NATURAL GAS

STATUS OF
PROVED RESERVES

(BILLIONS OF CUBIC FEET)

65.8

PROVED
UNDEVELOPED
21.

PROVED wm.w
CZUMMWFOVMU wav.m

PROVED
dan DEVELOPED

PROVED
DEVELOPED

PROVED
UNDEVELOPED

922
1.022

PROVED
DEVELOPED

120.8

PROVED
UNDEVELOPED

60.4
60.4

PROVED
DEVELOPED

PROVED
UNDEVELOPED

1.028
1.385
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DEVELOPED
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UNDEVELOPED

71.
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