S$G Exhibits A ThrowhD
(z) 422 2 lete Set




Eric P. Serna State nof New Mexicn

Chairman . . . P.0. Drawer 1269
Jerome D. Block State (llnrpnrannn Tommission Telephone (505) 827-4508
Commissioner 5{! ata ¥

a #e
Louis E. Gallegos CORPORATION DEPARTMENT
Commissioner 87504-1269

08/26/92 08:17:16
scc # 0299263 TAX & REV ID # 00000000000

BASIN NATURAL GAS CORPORATION (NO STOCKHOLDERS'LIABILITY)

STATE OF INCORPORATION: NM DATE OF INCORPORATION: 03/17/1953
CORPORATION TYPE: DPR STATUS: FORFEITED
REPORT TYPE: 00 FISCAL YEAR: 00/00/00 REPORT POSTMARK: 00/00/00

SUPPLEMENTAL REPORT POSTMARK: 00/00/00

PURPOSE:

MAILING ADDRESS: STE 4 BLATT BLDG.
SANTA FE NM 87501

PRINCIPAL BUSINESS PLACE IN NEW MEXICO:

NM
PRINCIPAL PLACE OUTSIDE NEW MEXICO:

REGISTERED ST OF INCORP FOREIGN ADDRESS:

NEW MEXICO REGISTERED AGENT: AGENT DESIGNATION DATE: 03/17/53
MR. DAVID CHAVEZ

PLAZA BLDG. SANTA FE NM 87501
INCORPORATORS: DATE OF ELECTION OF DIRECTORS: 00/00/00
DIRECTORS:

NO DIRECTOR RECORDS ON FILE
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ANTICIES OF THCOLPURA 0N A VA’ LA B L E
ox
BASIN WATURAL A5 CORROATLON,

No Stock: “derg! flabilily

The wndersiyned acting 43 1ncorpordtor. of A corporation
(hereinafte:r referred to as the "Corporation’) under the laws o tae
Stadte of W Mexico adopl the following Arileles of Incorperation,
anl hereby ceriify:

ARTICLYE I,

NAT AL GAS CCHFSIATION,

The name of the corporation is

No Stockholders !t Liability,

The location of the urineipal office of the corporation in
1 State of hew lexino shadl be at Sulte L, Blatt Building, San‘a Fe,
ew Wexdicny Aand e same o Lle Lom wneveln and 1. arpe thereo! upes

-

Be  oerwve i is o momwes 0 CoLron.

TUTOVE. AL o B R GV TS
[N I
van cooane o abde Lo and L wen L

be transacted, promoted and carriea on ana for which the Corpe ats
{s formed are:

l.. To buy, own, scll, a:d lease ';oe(.:-oleu"n lands or any cther
real estate; to locate petreolcur, ras and other mineral lands under
Lhe laws o! the nited States and Lhe laww of any state, territory,
distric, or possessicn o!f the Unitec Ltates and of any foreign country;

to> drill and bore wells for water, cil, pas or any other sudbstance: to

mine for, produce, manufactwe, refine and deal in petrolewm ayd al:
its products any by-products and all the materials u-sd 4n such business,
and transace olher business collateral thereto.

To by, 2esie or otimrwlue acguire driliing rigo 5 other

machinery or apparaius necessary to accowplish the purpose of the
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sooration: to penerally snrace in the business of drilling contractler,
and Lo operate rotary and cable type drilling i or any other type of

dretlline rip and o use the same as contracter or Sub—contracior, to

o3

Sate farm-outs s Lo drili ooy wal oand uniel andoterms or contitionsg
and penerall: to let out contracis of drililag for the driliing ol wells
of water, mas, o.l or any other subuilance,

Ty exvare 10 the Lransoortaticn of oil, mas, sals, gulyhur, er

oiher wmineratls, etther produced by thin corporation or other

corpordiicio, by means of pipe lines, Lraumays, raslroads, Loats. barc
3¢ other convevances or to lease or subles«se all ..o any part Lhereof to
cther peisons or corporatlions for the like ;:rpose, and, in order to

fully carry cut : aid objects and purpeses. tc purchase, lease, or other-

wise acquire, pipe lines, tramwayx, railroa hoats, barges, tank cars,

locometives, pueping stations, steam plants, air planis anc all other

machinery, armaratas and ia necen-are or dnciderial Lhereto,

riurchase o otherwise acquire
tuildings, machinery and other aprarasus for relining, smelting, manu-
facturing or ctherwise worxkine un the products of mineral lands, either
produced by this corporation or cther persons or corporations, and to

refine, smell, manufaclwre or oLhe

up the hv-producty ol said
minerals and to operate the said plant and market the products or b -
croducts as manufactured to the best advantave.

To enzage in a peneral oil or mineral Lreokerage business by
During, selling or otherwise tradineg in mineril lands or the products or
mineral lands,
Te carry on such vther business peritainingg to oil, gaa, salt,

sulihur or cthor minera

as i generally emyaed in Ly a rcorperation of tiis kind.

To buv, owi, seil, lesase ani exchange real estate, and to make
s:ch irtprovenmenis as shall be deemed advisable for the betterrzent of the
land eor for placinge the same in a more suitable cowiition for selliny or

leasing, a:

Lo (o 8 general real estate business




ARTICIE TV,

In furtherance and nol in linitalion o uthe peneral powers conferred

Al
o
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L,

by the laws of the state of Nuw Mexico, and the objects and piwrposes herein set

',-{

forth, 44 ia expresely previded that this corporation shall also have the
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followine jponers:

¥

AY T o urchace, or ouiavrwise acguire on such terms and in

such panner as the by-laws of the conpany from time to Line

ARV EAATE

provide, and to own, holc and deal with shares of iis capital

stock, and to reissue the same from tines tu Lime; pruviced,

e

however, that the shares so purchased or held shail not be
direc*ly or indirectly voted, nor shall they be entitled to

dividencs diring such period er pericds as they shali be held

LT R S

by the corpora Lon,

b) To issue its cenvertible debentures in an amount not to
exceed One Million Dollars (€1,000,000.0C) which said debentures
may be converted into the common stock of the corporation at a

e ol not leuy than Cne Doitldr ten share atid @3 firtoer proviasd

for by the Boeard of Directors of the corporation.
ARTICLE V,

The arcunt of the total authorized capital stock of the corporation

£nall be Three Hundred Thousand Dollars ($3({,000.00) and the number of shares
inte which the same is divided shall be Three Million shares (3,000,000)
of connen stock of the par value of Ten Cents (L) each. The amount of
capltal slock with which the Corporation shall coumence business {n Cme
Thousand Doliars ($1,00(.CC).
ARYICLE VI,
The names and post ofl'ice addreuses of the incorporators and the

number of shares of stock subscribed for by each, which is the anount of

capital stock with which tie Corjoratieon shall commence business, are as follows:

Nane Pust O fice Addresy Nunbt:el of Shures
Thomas B. Catron . Santa Fe, New bLexico 1,000
A. L. Pergere 6311 Wilsiire Biwvd., 5,000
los Anueeles, California
June Z1lis Catron sSanta re, New Mexico 1,00C
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ANTICLE VIO,
The ¢uration of the Cerporatlion shail be One Hundred (100)
yeari.
L e T S wHERECH, wer have hereanto arvixe ! our #i:inalures
this 12th day of March, 1953.
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STATE CF NEW MEXJICO )
) ss
COUNTY OF CANTA T0)
On this 12th day of March, 1%53, before me perscnally appeared
"homas B. Catron, A. L. Bergere and June Ellis Catron, 1o me known to te
the persons described in and whe executed the foregoing instrument and
acknowledsed that they executed the same as their f-ee act and deed.
Vi tness my hand and seal the day and year last above written.

r'?
Q!’/{( L el e e

-/ Notary Public
{

Ry commission expires July ¥, 1953,
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TELEFAX TRANSMITTAL

FROM: Mike Finney TQ: __Tommy Reberts_____________
Finney Land CO. __Jansey, Rsebrough_________
FAX: ___(503)_325-4675
DATE: _ _October 22, 1992 ___
Number of Pages including cover: ___8_ _
SUBJECT: ____TEIN-RI11W, Sec. g6z NWaNWe_ ______________________

Tommy:
Attached pleas find the following:

1) Copy of Assg. of Operating Rights from F.B. Umbarger to
Basin Natural Gas Company;

2) Current status report from the New Mexico State Corporation
Commission concerning Basin Natural Gas Company that stiows
its status as forfieted;

3) Copy of the Articles of Incorporation for the company, these
were alsoc agbtained +from the Corporation Commission. Note
that the last page shows the duration of the company to be
100 years.

I spoke with Thomas Catron on this matter on 8-27-92. He said
that he did not remeber the company, but when 1 gave him the list
of parties that incorporated it he said that they were himself,
his wife, and his father-in-law. He said he would look into i1t
and get back with me, but he never did.

I spoke with his san, Fletcher Catron, today because he is out of
town until next week, he did not know anything about it and said

he would leave a message for his father. 1 told him that we were
probably going tao force pool this interest next week, but we
would still be 1nterested in working with them it they can
deterime who now owns the interest. He sdid not have a problem
with this. o

Let me know if you need anythig else. SCCORE FYANINER STOGNER

. B
42%%%5Z?? = Gil Censervation Division
Michael J. Finney S;(j

ST Exhéﬁit?xo._iilm_

XC 3 Jim Fullerton —
Case No. (0509

If you have any problems with this faj please call (303) 259-
S5691.




LAW OFFICES

TANSEY, ROSEBROUGH, GERDING & STROTHER, P.C.

621 WEST ARRINGTON
FARMINGTON, NEW MEXICO 87401

OF COUNSEL TELEPHONE: (505) 325-1801 TELECOPIER:
Charies M. Tansey (505) 3254675
Douglas A. Echols

Richard L. Gerding
Connie R. Martin
Michael T. O’Loughlin

James B. Payne Mailing Address:
Tommy Roberts P. O. Box 1020
Haskell D. Rosebrough Farmington, N.M. §7499

Robin D. Strother
Karen L. Townsend

CERTIFIED NO. P 895 106 680
RETURN RECEIPT REQUESTED e SR

October 30, 1992

Thomas B. Catron
P.O. Box 788 | o et e

‘‘‘‘‘

Re: Application for Compulsory Pooling \———“
SG Interests I, Ltd.
Case No. 10585
W/2 of Section 26, Township 29 North, Range 11 West
San Juan County, New Mexico

Dear Mr. Catron:

On October 29, 1992, SG Interests I, Ltd. presented evidence
to the New Mexico O0il Conservation Division in Case No.
10585 in support of its application seeking an order pooling
all mineral interests in the Basin-Fruitland Coal (Gas)
Pool underlying the W/2 of Section 26, Township 29 North,
Range 11 West, N.M.P.M., San Juan County, New Mexico.

SG Interests I, Ltd. entered the hearing with uncertainty
as to the ownership of the 1leasehold operating rights in
and under the NW/4NW/4 of Section 26, i.e. an undivided
12.5% of the working interest in the well proposed to be
drilled by SG Interests I, Ltd. Its prior investigation
indicated that Basin Natural Gas Corporation, a New Mexico
corporation, acquired all of the leasehold operating rights
applicable to the Basin-Fruitland Coal (Gas) formation
in and under the NW/4NW/4 of Section 26 in 1952. The county
and federal records contain no evidence of further transfer
of those rights. A search of the records maintained in
the office of the State Corporation Commission reveals
that Basin Natural Gas Corporation is defunct. That search
also reveals that vyou, together with A. L. Bergere and
June Ellis Catron, were stockholders in the corporation.



Thomas B. Catron
Page 2
October 30, 1992

Prior to the conclusion of the hearing before the New Mexico
0il Conservation Division, it was decided by SG Interests
I, Ltd. to request that Case No. 10585 be continued until
the November 19, 1992 Examiner Hearing Docket for the purpose
of giving you, as the possible owner of an interest in
the subject 1lands, notice in accordance with the rules
and regulations of the New Mexico 0il Conservation Division
of the application in Case No. 10585.

Consequently, please be advised that Case No. 10585 has
been continued to the November 19, 1992 Examiner Hearing
Docket, at which time you are entitled to be present to
present testimony and to submit evidence in support of
your position regarding the merits of the application.
Enclosed for your information is a copy of the application
filed by SG Interests I, Ltd. in Case No. 10585.

Do not hesitate to contact me should you have any questions
regarding this matter.

Sincerely,

DT~y Reote K

Tommy Roberts,
Attorney for
SG Interests I, Ltd.

cc: James B. Fullerton
Consulting Landman on behalf
of SG Interests I, Ltd.
1645 Court Place, Suite 406
Denver, Colorado 80202

Encl.
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AFFIDAVIT

STATE OF NEW MEXICO])
) ss.
COUNTY OF SAN JUPN )

TOMMY ROBERTS, being first duly sworn, states as
follows:

1. That I am an attorney in the law firm of Tansey,
Rosebrough, Gerding & Strother, P.C. in Farmington, New
Mexico.

2. That I was retained to represent SG Interests
I, Ltd., the applicant in Case No. 10585 filed with the
New Mexico Oil Conservation Division seeking an order pooling
all mineral interests in the Basin-Fruitland Coal (Gas)
Pool underlying the W/2 of Section 26, Township 29 North,
Range ll West, N.M.P.M., San Juan County, New Mexico.

3. That on October 30, 1992, in the course of my'

representation of SG Interests I, Ltd. in Case No. 10585,
I mailed a certified —-- return receipt requested -- letter
to Thomas B. Catron, who may own an uncommitted leasehold
operating rights interest in and under the subject lands,
advising him that +the applicant had presented evidence
in Case No. 10585 on October 29, 1992 and notifying him
that Case No. 10585 would remain open and would be called
for supplemental hearing on November 19, 1992,

4. That the return receipt applicable to the certified
mailing to Thomas B. Catron was returned to my office with

a notation thereon that it was delivered on November 4,
1992, :

6. That to the best of my knowledge and belief, the
notice requirements set forth in Rule 1207 of the Rules
and Regulations of the New Mexico 0il Conservation DlVlSlon,
insofar as they are pertinent to the application in Case

No. 10585, have been satisfied.
FURTHER AFFIANT SAYETH NOT.

%M @rdﬁ;ﬁ‘

TOMMY ROBERTS’
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NOY 16 92 15:53 TANSEY LAW ' P.2-3

’ o’ -’

STATE OF NEW MEXICO)
) ss.
COUNTY OF SAN JUAN )

The foregoing instrument was acknowledged before ne
this 9t day of November, 1992, by Tommy Roberts.

7 Wy Wy (O 224

Notary Hublile

My Commission Expires: .

1527 G2
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SG INTERESTS 1, LTD. 10-29-92

BLOOMFIELD 29-11-26 #2 WELL
FRUITLAND COAL FORMATION
DRILLING AND SPACING UNIT
SECTION 26: W/2 TOWNSHIP 29 NORTH-RANGE 11 WEST
320.00 ACRES
SAN JUAN COUNTY, NEW MEXICO

LOCATION: 1600’ FSL AND 1050’ FWL

Scale 6" = 1 Mile

1M639.EX Application of SG Interests I, Ltd. for
Compulsory Pooling
Case No. 165% S
Examiner Hearing Docket Dated 10/29/92
Exhibit No. |




SG INTERESTS 1, LTD., OPERATOR 10-29-92

BLOOMFIELD 29-11-26 #2 WELL

UNIT WORKING INTEREST

| * SG Interests I, Ltd. 62.50000%
A
/" F. B. Umbarger Estate 12.50000 %
W Besin ME Ges G
Southland Royalty Company 12.50000%
Meridian Oil Production, Inc. 12.50000%
100.00000%

* Working Interest obtained through Farmout Agreement.



SG INTERESTS I, LTD., OPERATOR 10-29-92

BLOOMFIELD 29-11-26 #2 WELL

LEASEHOLD OWNERSHIP

Tract 1

40.00 Acres
NW/4 of NW/4

F. B. Umbarger 100.00%

Tract 2

40.00 Acres
NE/4 of NW/4

Southland Royalty Company 100.00%

Tract 3

200.00 Acres
S/2 of NW/4, N/2 of SW/4, SW/4 of SW/4

Amoco Production Company 100.00%

Subject to Farmout Agreement to SG Interests I, Ltd.

Tract 4

40.00 Acres
SE/4 of SW/4

Meridian Qil Production, Inc. 100.00%



SG INTERESTS I, LTD., OPERATOR 10-29-92

BLOOMFIELD 29-11-26 #2 WELL

DESCRIPTION OF LEASES

SECTION 26: W/2 TOWNSHIP 29 NORTH-RANGE 11 WEST

Tract 1

40.00 Acres
NW/4 of NW/4

SERIAL NO.:
ORIGINAL LESSOR:
ORIGINAL LESSEE:

DATE:
RECORDING DATA:
DESCRIPTION:

Tract 2

40.00 Acres
NE/4 of NW/4

ORIGINAL LESSOR:
ORIGINAL LESSEE:
DATE:

RECORDING DATA:
DESCRIPTION:

SAN JUAN COUNTY, NEW MEXICO

SF 047020 (b)

United States of America

Thornton C. Huddle, Donald R. Eaton, Charlotte G. Eaton as
Joint Independent Executors of the Estate of Marquis G. Eaton,
deceased

February 1, 1960

Book 465, Page 186

NW/4 NW/4

Containing 40 acres, more or less

Joe Mangum and Mamie Mangum, his wife
Southern Union Production Company
August 30, 1946

Book 89, Page 819

NE/4 NW/4

Containing 40 acres, more or less



Tract 3

200.00 Acres
S/2 of NW/4, N/2 of SW/4, SW/4 of SW/4

ORIGINAL LESSOR: Austin A. Davis, single, and Al Greer
ORIGINAL LESSEE: Al Greer

DATE: April 18, 1957

RECORDING DATA: Book 351, Page 154

DESCRIPTION: S/2 NW/4, N/2 SW/4, SW/4 SW/4

Containing 200 acres, more or less

Tract 4
40.00 Acres
SE/4 of SW/4
SERIAL NO.: SF 047020 (b)
ORIGINAL LESSOR: United States of America
ORIGINAL LESSEE: Thornton C. Huddle, Donald R. Eaton, Charlotte G. Eaton as
Joint Independent Executors of the Estate of Marquis G. Eaton,
deceased
DATE: February 1, 1960
RECORDING DATA: Book 465, Page 186
DESCRIPTION: SE/4 SW/4

Containing 40 acres, more or less

1IN0642.DOC



SG INTERESTS |, LTD.
AUTHORITY FOR EXPENDITURE (AFE)

WELL NO. WELL NAME: BHoomfield 29—11-26 #2 DATE: 09/10/92
FIELD: Basin Fruitland Coal COUNTY: San Juan STATE: New Mexico
LOCATION: West Half (W/2) of Section 26, Township 29 North —Range 11 West, N.M.P.M. PROPOSED T.D. 1925

PURPOSE OF EXPENDITURE: Dril, Complete & Equip Coalbed Methane Gas Wall FORMATION: Fruitiand Coal Seam
AFE : - : ' 1 COMPLETION} 7 TOTAL =

#CO8TH i COST i

Staking & Permitting $1,200

220/102 [Location, Roads, Pits & Damages $16,000 $2,500 $18,500
220/103 | Mobilization/Demobilization $0
220/104 |Contract Drilling—Daywork 12 Hrs. @ $175/Hour $2,100 $2,100
220/105 | Contract Drilling—Footage 1925 Ft. @ $13.53/Foot $25,990 $25,980
220/001 | Contract Drilling—Turnkey $0
220/301 | Completion Rig $7,500 $7,500
840/110 [Workover Rig $0
220/106 [ Fuel, Power & Lubricants $0
220/107 | Bits, Reamers & Stabilizers $0
220/108 | Drilling & Completion Fluids $3,000 $3,000
220/302 |Casing Crews, Tongs, Handling Tools $1,200 $1,200
220/109 |Misc Labor, Contract Services $1,000 $5,500 $6,500
220/110 [ Cement, Cmt Services, Mech Aids & Devices $2,500 $6,800 $9,300
220/111__| Conventional Coring & Coring Service $0
220/303 |Water & Hauling $3,400 $3,400
220/112 |Mudlogging $0
220/113 | Logging—Open Hole—SWC's & Dipmeter $4,800 $4,800
220/304 |Cased Hole Logs, Perforating & Other Wireline Services $5,200 $5,200
220/305 |Inspection & Testing $800 $1,200 $2,000
220/307 | Acidization, Fracturing & Stimulation $40,000 $40,000
220/114 [Rentals Tools & Equipment $1,200 $2,800 $4,000
220/115 | Directional Drilling Seivices $0
220/117 | Communications $0
220/120 |Overhead per Operating Agreement $1,000 $3,000 $4,000
220/119 | Supervision $1,200 $4,000 $5,200
220/121 | Contingencies (10%) & Misc $5,780 $8,610 $14,390

TOTAL INTANGIBLE EXPENSE $63,570 $94,710

“COMPLETION|

CODE COST.
230/101 | Conductor Casing
230/102 | Surface Casing 250 Ft. 8—5/8" @ $8.60/Ft. $2,150
230/103 |Intermediate Casing
230/104 | Drilling Liner $0
230/301 | Production Liner $0
230/302 | Production Casing 1925 Ft. 5—-1/2" @ $5.15/Ft. $9,920 $9,920
230/303 [Tubing 1900 Ft. 2--3/8" @ $2.20/Ft. $4,180 $4,180
230/304 [Wellhead Equipment, Tree $800 $1,900 $2,700
230/305 | Artificial Lift Equipment, Pumping Unit $0
230/306 | Separator, Heater Treater, Dehydrator $11,800 $11,800
230/307 | Meters & Flowlines $13,500 $13,500
230/308 |Tank Battery & Storage $5,500 $5,500
230/309 | Subsurface Production Equipment $0
230/310 {Misc. Well Equipment $2,200 $2,200
230/311 |Installation —Production Facilities $5,700 $5,700
230/312 |Compressor $40,000 $40,000

TOTAL TANGIBLE EXPENSE $2,950 $94,700 $97,650

TOTAL WELL COST $66,520 $189,410 $255,930
OPERATOR APPROVAL

SG S ¥, LID.
y Corporation, ral P er
DATE: September 10, 1992
BY:
Russell D. Gordy, President/
JOINT INTEREST APPROVAL /
DATE: COMPANY :
WCRKING INTEREST: APPROVED BY: Application of SG Interests I, Ltd. for
Compulsory Pooling
% TITLE: ;
Case No. _ |0585 o

21260 WRS Examiner Hearing Docket Dated 10/29/92

Exhibit No.
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SG INTERESTS I, LTD.
BLOOMFIELD 29-11-26 NO. 2
SW SECTION 26, T29N, R11W

SAN JUAN COUNTY, NEW MEXICO
ECONOMIC SUMMARY

ASSUMPTIONS: Initial Rate: 125 MCFD
Decline Rate: 5% per vyr.
Gas Price: $1.50/MCF
Escalation Rate: 4% per yr.
Operating Costs: $1000/mo.
Cost Escalator: 5% per yr.
RESULTS:

WITHOUT TAX CREDITS

Payout: 174.8 months
ROI: 0.40

DROI (15) -0.25

ROR 7.35

PV (15) $-64.5

WITH TAX CREDITS

Payout: 61.0 months
ROI: 1.04

DROTI (15) 0.02

ROR 15.96

PV (15) $5.62
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