JAMES J. RUBONW RECEIVED APR 1 2 1994
1645 Court Place #324
Denver, Colorado 80202
303-572-3351

Mr. Michael E. Stogner April 11, tgg#y’ A
Chief Hearing Examiner '

0i1 Conservation Division

310 01d Santa Fe Trail, Room 219
P.0. Box 2088

‘Santa Fe, NM 87501

RE: NMOCD Cases 10956 & 10957
Miller 32-6-11 #1 Well & Carnes 32-6- 11 We11
San Juan and Rio Arriba Counties,
~ New Mexico

Dear Mr. Stogner:

Reference is made to my FAX and letter to you date}\ il 8,
1994, wherein I requested an extension of time for the above
headed cases.

;On Friday afternoon, April 8, 1994, after my FAX to you, I
received a telephone call from the Colorado 011 and Gas
‘Commission concerning a case being held before them. This
‘case had been on the Docket for hearing on April 18, 1994,
‘however because there were no protests received, they plan to
‘hold an administrative hearing on April 14, at 2:15 P.M. to
consider the matter.

Due to this obvious scheduling conflict, I ask that you
.consider this, in addition to the reasons previously given,
- when deciding whether or not to grant a later date for the
hearings before you.

Thank you for your consideration of this letter.

Sinfc

(1]

Jamels @. Rubow

CC: Philip G. Wood
: " W. Thomas Kellahin
'Edmund T. Anderson IV



JAMES J. RUBOW
1645 Court Place #324

D , Colorado 80202
enve§03_g7gtg3gl RECEIVED APR 1 1 1994

Mr. Michael E. Stogner April 8, 1994
Chief Hearing Examiner

0i1 Conservation Division

310 01d Santa Fe Traii, Room 219

P.0. Box 2088

Santa Fe, NM 87501

Re: Application of Consolidated 0il & Gas, Inc.
for Compulsory Pooling
NMOCD Cases 10956 & 10957
Miller 32-6-11 #1 Well & Carnes 32-6-11 Well
San Juan and Rio Arriba Counties, New Mexico

Dear Mr. Stogner:

Request is hereby made for a continuation of the above
headed hearings until at least April 28, 1994. It is
currently on the docket for April 14, 1994.

I did not receive a notice of this hearing until April 4,
1994 and due to confusion was not clear as to when this
matter was actually scheduled until April 6, 1994.

There appear to be numerous legal issues associated with
this matter in addition to the normal 0il1 and Gas Commission
issues of waste, correlative rights, etc. At least one
Tawsuit has already been filed relative to this case by
Edmund T. Anderson, IV. The facts of Mr. Anderson's case
are almost identical to my own.

I am contemplating the filing of a lawsuit in the State of
Colorado relative to this case.

The short notice period has not allowed me sufficient time
to consider the situation fully and prepare an adequate
response. By granting me an extension, at least until the
April 28th date, you will be assured of fairness to all
parties.

I have verbally notified Tom Kellahin, attorney for the
applicant as well as Philip Wood, landman for applicant of
my request for a continuance.



Thank you for your consideration of my request.

Sincerel

Jam

CC: Philip G. Wood
W. Thomas Kellahin
Edmund T. Anderson IV



MINERAL DEED RECEIVED £PR 1
T 1994
KNOW ALL MEN BY THESE PRESENIS THAT_ Buddy W. Baker
of___P.0. Box 9190,
Denver, C0 80209 hercinafler called Granlor, (whether one

or ‘more) for and in consideration of the sum of TEN AND MORS: Dollars
($10.00) cash in hand paid and other good and valuable considerations, lhe
receipt of which 1s hereby acknowledged, does hereby grant, bargain, sell,

convey, transfer, assign and deliver unto James J. Rubow
| 1645 Court Place #3224, Denver., C0O 80202 '
hc;einaftcr called Grantee (whelher one or more) 100% of Grantor's

right, title and Interest in and lo all of the oil, gas
and all other minerals In and under and that may be produced from the following

described lands h\ R10 Arr1ba . County, Stale of _ New Mexico , 1o
it :
g AP PSS AT w1 o TOWNSHIP 32 NORTH. RANGE 6 WEST -
. Section 11: NiSE4, and a 3 acre tract of land 1ocated in the

SEISWANEX, being that portion of said tract lying south
and east of the San Juan River, said tract being identified
as Parcel 31A in that certain instrument titled "Order
Confirming Title" dated November 24, 1961 and recorded

in Book 69, Pages 101-122, Rio Arriba County, New Mexico

including all minerals underlying lakes, sireams, roads, casements and rights-of-

way which traverse or adjoin sald lands; and including all lands owncd or claimed

by Grantor as part of any iract above described or adjacent or contiguous thereto

and contalning 83.00 acres, more or less, logether with the right of N
ingress .. and egress at all times for the purpose of mining, drilling, exploring,
operating -and developing said lands for oll, gas,  and other minerals, and
storing, handling, transporting and marketing the same therefrom with the right ’

to remove from sald land all of Grantee's property and lmprovements.

Grantor agrees to execute such further assurances as may be requisite for
the full and complete enjoyment of the rights herein granted and likewise agrces
that Grantee hereln shall have the right at any time to redcen for said Granlor
by payment, -any mortgage, taxes or other llecus on the above described land, upon
default in payment by Grantor, and be subrogated to the rights of the holder
thereof.

TO HAVE AND TO IIOLD, The above described propertly and casement with all and
singular the rights, privileges, and appurtenances thereunto or in any wilse

belonging to. the sald Grantee herein his heirs, successors, personal
representatlves, - admlnistrators, execulors, and assigns forever, and Granlor
do &S -:hereby warrant said title to Granlee |hig helrs, cxecutors,

administrators, personal representatives, successors and asslgns [orever and
do_€s hercby agree. to defend all and singular the said property unto the said
Grantee -~ hereln his heirs, successors,  cxeculors, personal

representatives. and assigns against every person whomsocvcr clajming or to claim

the‘same or any part thereof. 4 /29?5?;%9

WITNESS MY HAND, lhls 24  dayol Marghr,,mqwlmw
CLERK'S OFFIC
AT/ OCLOCK L1

Buddy w aker t500W-IE*Page~_11
MAR 28 19947 OO
. 5 C:&/‘
. | B nAwD S CHAVEZ - -
STATE OF _Colorado ) ' Coanty Clerk Fla vounty " p =~
Naw Mexico ny
COUNTY OF Denver ) 37&%« Daputy
On this _24 day of March , 1994 | vbefore me personally appcared,
Buddy W. Baker e,
] "‘J‘
"to me known to be the person or (or persons) des bed in and who executed ulhc "b

- they) cxccu!cd thctsnme*

2 f\" A " -

".‘ ot g
5 “’.',f

7, .,

foregoing instrument, and acknowledged (I
as his (or her or thelr) free and voluntgr

e

My comﬁfssion expires:
L s

- — D

S

Yo
= Glaty Public




WNECEIVED MAR 2 8 1994 March 25, 1994

Philip G. Wood

Consolidated 0i1 & Gas, Inc.
410 17th St, Ste 2300
Denver, CO 80202

(Ef]fffx(siﬁﬂnc Re: Carnes and Miller Wells

Purchase of Mineral Interest
el
Denver, Colorado 80202 sec. 11
(303) 572-3351 J Rio Arriba County, New Mexico

Dear Mr. Wood:

Enclosed please find a cdpy of a Mineral Deed from Buddy W.
Baker to James J. Rubow. This deed transfers all of Mr.
Baker's interest in the subject minerals to Rubow.

This information is being provided to you so that you are
current on the ownership underlying the this tract.

If you have any questions, feel free to contact the
undersigned at the above telephone number.

Sinde y

Jamgjs Y. Rub w

jir /



MINERAIL DEED

KNOW ALL MEN BY TIIESE PRESENTS THAT Buddy W. Baker
of P.0. Box 9190,
Denver, CO 80209 hereinafter called Grantor, (whether one
or more) for and in consideration of the sum of TEN AND MOR: Dollars

(§10.00) cash in hand paid and other good and valuable considerations, t(he
receipt of which 1is hereby acknowledged, does hereby grant, bargailn, sell,

convey, transfer, assign and deliver unto James J. Rubow
1645 Court Place #3224, Denver, CO 80202 '
hereinafter called Grantee (whether one or more) 100% of Grantor's

right, title and interest in and lo all of the oil, gas
and all other minerals In and under and that may be produced from the following
described lands in Rio Arriba _ County, State of _ New Mexico , to

vits " TOMNSHIP_32 NORTH, RAMGE 6 WEST
Section 11: NiSE3, and a 3 acre tract of land located in the
SEASWINEY, being that portion of said tract lying south
and east of the San Juan River, said tract being identified
as Parcel 31A in that certain instrument titled "Order
Confirming Title" dated November 24, 1961 and recorded
in Book 69, Pages 101-122, Rio Arriba County, New Mexico

including all minerals underlying lakes, streams, roads, easements and rights-of-
way which traverse or adjoin sald lands; and including all lands owned or claimed
by Grantor as part of any lract above described or adjacent or contiguous thereto
and containing 83.00 acres, more or less, together with the right of
ingress and egress at all times for the purpose of mining, drilling, exploring,

operating and developing said lands for oll, gas, and other minerals, and
storing, handling, l!ransporting and marketing the same therelrom with the right

to remove from said land all of Grantee's property and lmprovements.

Grantor agrees to execute such further assurances as may be requisite for
the full and complete enjoyment of the rights herein granted and likewlse agrees
that Grantee hereln shall have the right at any time to redeeyw for said Grantor
by payment, any mortgage, taxes or other liens on the above described land, upon
default in payment by Grantor, and be subrogated to the rights of the holder
thereof.

TO IIAVE AND TO lIOLD, The above described property and easement with all and
singular the rights, privileges, and appurtenances thereunto or in any wisce
belonging to the said Grantee herein his heirs, successors, personal
representatives, administrators, executors, and assigns forever, and Grantor
do_es hereby warrant said title to Graniee _hig heirs, executors,
administrators, personal representatives, successors and asslgns [orever and
do_€s hereby agree to defend all and singular the said property unto the said
Grantee herein his heirs, successors, executors, personal
representatives, and assigns agalnst every person whomsoever claiming or to claim
the same or any part thereof.

WITNESS MY IIAND, this day of _March , 1994

%M

Buddy w aker

STATE OF __Colorado )
COUNIY OF Denver )
On this _24 day of March ., 1994 | before me personally appeared

Buddy W. Baker

]
to me known to be the person or (or persons) des bed in and who executed the
foregoing instrument, and acknowledged tli he (of she\or they) executed the same
as his (or her or their) free and volunt act and deed.

o (e
<:;\‘/} E6fn y Public

My commission expires:
-0 4

L\
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March 14, 1994

Mr. James J. Rubow
1645 Couwrt Flace, Suite 324
Denver, Colorado 80z@a

Re: Carnes 3&8-6-11 #1 Well
N/& Section 11, T32N, Re6W
San Juan County, New Mexico

Dear Mr. Rubow:
Reference is made to your letter dated March 7, 1994.

It would appear from your letter that both you and Mr. Baker have
rejected Consolidateds offer to lease yowr mineral interest.
Consolidated’s offer is identical to terms by which we have
successfully leased other undivided interest owners Jlocated
within the same tracts. The lease terms that you have proposed
are substantially different and unacceptable.

Consolidated also offered you and Mr. Baker the opportunity +to
voluntarily participate in +this well by paying your share of
actual and future expenses. However, you continue to insist that
your right to participate requires you teo pay for only your share
of future completion and operating expenses and not the actual
cost of drilling. It, therefore, appears that we are unable to
vreach a voluntary agreement with you despite our efforts to do
50.

Accordingly, please be advised that we have directed owr attorney
to fFile a compulsory pooling application before the New Mexico
0il Conservation Division to have vyour interest pooled. He will
advise you of the time and place of the hearing so that you may
attend and participate in that hearing if you so desire.

Further, I see no point in engaging in an exchange of data and
information (some of which is available to you through public
record) when it is apparent that we are not going to agree on the
two basic issues: 1) reimbursement for actual costs already paid
and &) lease terms. In response to your request for a release of

410 17th Street, Suite 2300+ Denver, Colorado 80202
Telephone: (303) 893-1225  «  Facsimile: (303) 893-0046



My. James J. Rubow
March 14, 1994
Fane Two

the Stella M. Guintana 0il and Gas Lease dated May 20,
suggest that you contact T.H. McElvain, Jr. (Santa Fe)
the best of my knowledpe, remains the Lessee of record.

Sincerely,

A

Fhilip G. Wood
Land Manager

FGW:1lm

ce — M. Buddy W. Baker
F.0. Box 9191
Denver, Colorado 82z@09

19488,
who,

I
to



[ S

JAMES J. RUBOW
1645 Court Place #324
Denver, Colorado 80202
303-572-3351

RECEIVED MAR 0 8 1934

Philip G. Wood March 7, 1994
Consolidated 01l & Gas, Inc.

410 17th St, Ste 2300

Denver, CO 80202

Re: Carnes 32-6-11 #1 well
Sec. 11, T32N-R6W
San Juan County, New Mexico

Dear Mr. Wood:

I am in receipt of your letter dated March 1, 1994 outlining
certain details and plans relating to the above headed well.

You should be aware that the mineral interest referred to in
your March 1, 1994 letter has been transferred to James J.
Rubow. Also, this letter is being written on behalf of both
Buddy Baker, and James J. Rubow who are owners of identical
mineral interests in the above described tract.

Prior to making an election as to whether or not to
participate in the well or grant a lease, several items need
to be resolved.

1. I request that a release of the old lease be prepared
and filed of record.

2. Please provide me with a copy of the Pooling Order No.
R-9179 which you quote in your March 1st letter.

3. You sent a copy of a Summary Ledger Report prepared by
Richmond Petroleum purporting to track costs associated with
Richmond's drilling of the Carnes well. I gather from your
letter that this is the amount for which you are seeking
reimbursement. Did Consolidated pay Richmond the amount
that Richmond claims as their costs? If your company paid
for an interest that Richmond didn't own, you should pursue
the matter with them. 1If your company didn't pay for the
unleased percentages attributable to the Rubow - Baker
mineral interest then why should you be entitled to
reimbursement by us? Please provide me with a copy of the
check or other proof of payment to Richmond for the Carnes
well which confirms your costs.



4. Please provide me with a copy of all logs, test data,
daily drilling reports, etc. which relate to the subject
well.

5. Please send me a proposed Operating Agreement covering
the subject well.

6. I am awaiting your proposal for gas gathering and/or
gas purchase.

What are your plans related to the Miller #1 well which is
located in the N% of Section 11, Township 32 North, Ranqge 6
West? Both Baker and Rubow have tiny mineral interests in
the Miller well in addition to the subject well.

As earlier stated, I believe that, at most, Baker - Rubow

owe only their pro-rata share of completion costs and have
no responsibility for payment of costs incurred while our

minerals were subject to an 0il and gas lease.

Subject to items 1 thru 6 above, we would be willing to
consider granting a lease to Consolidated on the following
terms:

A) One year lease.
B) $200.00 per net acre bonus.
C) 25% Royalty.

We will await receipt of the requested items and remain
willing to discuss the matter of leasing our mineral
interest.

Sinc

behaJf of Buddy Baker

CC: Baker



RECEIVED MAR 17 1334

JAMES J. RUBOW
1645 Court Place #324
Denver, Colorado 80202
303-572-3351

Philip G. Wood

Consolidated 0il1 & Gas, Inc.
410 17th St #2300

Denver, CO 80202

Re: Mineral Deed
T32N-R6W
Sec. 11
San Juan & Rio Arriba Counties
New Mexico

Dear Mr. Wood:

Enclosed please find a copy of the recorded Mineral Deed
showing the transfer from Passport Energy, Inc. to James J.
Rubow.

If you have any questions, feel free to contact me.

Sinqe eh s

James 4. \Rublow
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MINERAL DEFED

- KNOW ALL MEN BY THESE PRESENTS THAT

- PASSPORT ENERGY, INC. of 1645 Court

Blace #3324 DNenver, C0 80202 _ hereinafter called Grantor, (whether one
or more) for and in consideration of the sum of TEN AND MORE Dollars
($10.00) cash in hand paid and other good and valuable considerations, the
receipt of which {is hereby acknowledged, does hereby grant, bargain, sell,
convey, transfer, assign and deliver unto

JAMES J. RUBOW, 1645 Court Place #324. Denver. CO 80202 ’
hereinafter called Grantee (whether one .por more) 100% of Grantors
right, titlé and interest in and to all of the oll, gas
and all other minerals in and under and that may be produced from the following
described lands in Rio Arriba County, State of New Mexico , to

wi t 1
- wJownship 32 North, Range 6 West - .
Section 11 NéSEfl and a3 acre tract of land Tocated in the SE%SWANE} being that portion
of said tract 1y1ng south and east of the San Juan River, said tract being identified as
Parcel 31A in that certain instrument titled "Order Confirming Title" dated November 24,
1961, and recorded in Book 69, Pages 101-122, Rio Arriba County, New Mexico

including all minerals underlying lakes, streams, roads, easements and rights-of-
way which traverse or adjoin said lands; and Including all lands owned or claimed
by Grantor as part of any tract above described or adjacent or contiguous thereto
and containing 83.00 acres, more or less, together with the right of
ingress and egress at all times for the purpose of mining, drilling, exploring,

operating and developing sald lands for oil, gas, aund other minerals, and
storing, handling, transporting and marketing the same therefrom with the right -

to remove from said land all of Grantee's property and improvements.

Grantor agrees to execute such further assurances as may be requisite for
the full and complete enjoyment of the rights herein granted and llkewise agrees
that Grantee herein shall have the right at any time to redeem for said Grantor
by payment, any mortgage, taxes or other liens on the above described land, upon
default 1In payment by Grantor, and be subrogated to the rights of the holder
thereof.

TO HAVE AND TO HOLD, The above described property and easement with all and
singular the rights, privileges, and appurtenances thereunto or {i{n any wise

belonging to the said Grantee herein __his heirs, successors, personal
representatives, administrators, executors, and assigns forever, and Grantor
does hereby warrant said title to Grantee _hig heirs, executors,

administrators, personal representatives, successors and assigns forever: and

Vg

does hereby agree to defend all and singular the said property unto thegsaid - \

Grantee herein his heirs, SUCCEeSSOrs, executors, p rfqnaL
representatives, and assigns against every person whomsoever
the same or any part thereof.

!

claiming or t ig}aimv

'/ﬁ(

“ .
,\ ! % MO g
WITNESS MY HAND, this _ %2  day of Feth\ua . 19 4 oo
/0GEGYL
ATTES(@/%% \) \) \ \\ s 1N T LudNTY
Lee RT Martin, Asst Sec. Jam&x ﬁ\ RVb W, gkgréﬁ : QFFICKE

| M
T Y e

MAR 07 1994

STATE OF Colorado ) i _
o VAVID S CraveEZ
COUNTY OF __Denver ) ' County Clori R Gounty
{s 25 _ day of 1994 _, bef rsonal 5 WMQ’J‘{P
On this ay o . . before me pe DRER o
James J. Rubow, President of Passport Energy, Inc. "“ Sputy

to ‘me known to be the person or (or persons) described in and who executed the
\f \egoing ”Lnstrument. and acknowledged that he (or she or they) executed the same

ﬁis or Har or their) free and voluntary act and deed, and that such act was
i, ak}z ‘;’peha]f} of said corporatdon.

_MY Ctﬁm)l's'siez explres: 5&% j Zﬁﬂﬁﬂﬁp—/

ﬁtary@&bllc

(014
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March 1, 1994
Certified Mail
Return Receipt

Mr. James Rubow
Fassport Energy, Inc.

1645 Court Place, 5uit
Denver, Colorado 8ac{:

2-6-11 #1 Well (2.50%)
tion 11, T3&EN, R6W (322,022 acres)
Juan County, New Mexico

Dear Mr. Rubow:

Consolidated 0il & Gas, Inc. ("Consolidated") acguired the
interest of Richmond Fetroleum Inc. ("Richmond”) in the Carnes
32—-6-11 #1 Well, effective January 1, 1994, This well has been
shut—in since it was first drilled in 1992 and has yet to gualify
for the Internal Revenue Code Section =9 tax credit.
Consolidated is currently designing a gas gathering/water
disposal system which would eventually be extended southward from
Colorado to service the Carnes #1 and other wells located along
the New Mexiceo border. We currently hope to have the well
completed, equipped and tied into the gathering system by October
1, 1994,

Our records indicate that your mineral interest (8 net acres/8q
gross acres, located in the N/2 SE/4 of Section 11, T32N, ReW)
was leased at the time the well was first drilled but that the
lease has since expired and 1is no longer in effect. Prior to
drilling, Richmond had pooled all non—participating and unleased
interests under 0il Conservation Division Order No. R-9179.
Sections (7) & (1@&) of (hrder No. R-9179 read as follows:

(7) The operator is hereby authorized to withhold
the following costs and charpges from production:

(A) The pro rata share of reasonable well costs
attributable to each non—consenting working
interest owner who has not paid his share of
estimated well costs within 3@ days from the date
the schedule of estimated well costs is furnished
to him.

(B) As a charge for the risk involved in the drilling
of the well, 156 percent of the pro rata share of
reasonable well costs attributable to each non-—-
consenting working interest owner who has not paid
his share of estimated well costs within 32 days
from the date the schedule of estimated well costs
is furnished to him.

410 171h Street, Suite 2300« Denver, Colorado 80202
Telephone: (303) 893-1225  » Facsimile: (303) R93-01940



M. James Rubow
March 1, 1994
Fage Two

(12) Any unleased mineral interest shall be considered
a seven—eighths (7/8) working interest and a
one—eighth (1/8) royalty interest for the
purpose of allocating costs and charges under
the terms of this Order.

Due to the amount of time that has transpired since the well was
first drilled, Consolidated plans to file an application with the
0il Conservation Division to have the Orders validated and
amended to name Consolidated as operator.

In an effort to avoid the compulsory pooling of your interest by
the 0il Conservation Division, Consolidated hevreby offers you
the option of 1) participating in the well for yowr proportionate
working interest, or &) leasing youwr interest to Consolidated on
the following basis:

A) FPrimary lease term of one (1) year,
B) Royalty of 2@%4, proportionately reduced,
c) Bonus consideration of $60.010 per net acre.

It is Consolidated’s contention that your election to participate
would first require you to reimburse Consolidated for your
proportionate share of the costs already incuwrred in drilling the
well. The total cost of drilling the well was $224,616.7&8 which,
when multiplied by your participating interest of &.5@%, would
mean a reimbursement to Consolidated of $5,615, 4. Richmond's
detailed cost summary is enclosed for your review.
Consolidated’s AFE and well prognosis for the next phase of
completion work is also enclosed.

Flease notify Consolidated of your election to either lease or
participate on or before March 18, 1994, by following the
procedures described below and using the enclosed self-addressed,
stamped envelope:

1) To indicate your election to lease under the aforementioned
terms, please sign below and return one original of this letter
to Consolidated. Consolidated will provide you with a lease for
execution within one (1) week of ouwr receipt.



M. James Rubow
March 1, 1994
Page Three

Nap i FE
2) To indicate your election to participate, p{ease éégn E:z Fto
;nd return ane original along with a check, ma X

i - $6,836.67 to cover past

Consgoli d 0i1 & Gas Inc., for ' e a
Log:zi;:azzd the estimate; cost of the work to be performed undev
ex
the AFE.

Sincerely,

Fhilip 6. Wood

Land Manager
eGWelm

enclosures

1/WE ELECT TO LERSE UNDER THE AFOREMENT IONED TERMS.

BY:

James Rubow, Fresident

DATE:

. gENIgE4R: Complete items 1 and 2 when additional services are desired, and complete items
an N . LN C. of . o : .

Put your address in the ““RETURN TO'' Space dn thé reverse side. Failure to do this will prevent this card

from being returhed to you. The return receipt fee will provide you the name of the person dellvered to and

the date of deliveqﬁ. For additional Tees the Tollowing services are available. Consult postmaster for fees
an {f] eck box{es) for additional service(s} requested.
1

Show to whom delivered, date, and addressee’s add}es"s'. 2.0 Rastriciéd Dellvery

(Extra charge) . ) (Extra charge)
3. Article Addressed to: . 4, érticle Number
I O
MR. JAMES RUBOW Y e ;{as:\;i!e: +00 3?3' ,
PASSPORT ENERGY, INC. ‘,, R 's:ered D Insured
1645 COURT PLACE, SUITE 324 - Eiﬁﬁahd ‘Ocoo . .-
DENVER, 2 : Express Mail (] oy RRcRD
T! 70 / Always obtain signature of addressee
T Y or agent and DATE DELIVERED.
5. Signaturel - A sseg .. '] B, Addresses’'s Address (ONLY if
X \ Yﬁ , e requested and fee paid)
6. Signature \{ A ntV
X

pal

o D _
7 Da“""[’e“"eﬂ,ﬁ('/.)b\.‘/‘. R , I
R 2 A N IR IR RN I

PS Form 3811, Apr. 1989 \u.s.e.p.o. 1989-238-815 DOMESTIC RETURN RECEIPT
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March 4, 1994
Certified Mail
Return Receipt

Mr. James Rubow

Fassport Energy, Inc.
1645 Court Place, Suite 324
Denver, Colorado 80552

-6—-11 #1 Well (2. 128866%) .
action 11, T32&N, R6W (232.8R acres)
Juan County, New Mexico

Dear Mr. Rubow:

Consolidated 0il & Gas, Inc. ("Consolidated") acquired the
interest of Richmond Fetroleum Inc. ("Richmond") in the Miller
32-6-11 #1 Well, effective January 1, 1994, This well has been
shut—in since it was first drilled in 199@ and has qualified for
the Internal Revenue Code Section 29 tax credit. Consolidated is
currently designing a gas gathering/water disposal system which
would eventually be extended southward from Colorado to service
the Miller #1 and other wells located along the New Mexico
border. We currently hope to have the well completed, equipped
and tied into the gathering system by October 1, 1994.

Dur records indicate that your mineral interest (A.3 net acres/3
gross acres, located in the SE/4 6SW/4 NE/4 of Section 11, T3&N,
R6W) was leased at the time the well was first drilled but <that
the lease has since expired and is no longer in effect. PFrior to
drilling, Richmond had poecled all non-participating and unleased
interests uwnder 0il Conservation Division Order No. R-95178,
Sections (7) & (1@) of Order No. R-9178 read as follows:

(7) The operator is hereby authorized to withhold
the following costs and charges from production:

(R) The pro rata share of reasanable well costs
attributable to each non—-consenting working
interest owner who has not paid his share of
estimated well costs within 3@ days from the date-
the schedule of estimated well costs is furnished
to him. '

(B) As a charge for the risk involved in the drilling
of the well, 156 percent of the pro rata share of
reasonable well costs attributable to each non-
consenting working interest owner who has not paid
his share of estimated well costs within 3@ days
frrom the date the schedule of estimated well costs
is furnished to him.

410 17th Sireet, Suite 2300 « Denver, Colorado 80202
Telephone: (303) 893-1225 «  Facsimile: (303) 893-0946



Mr. James Rubow
March 4, 1994
Fage Two

(13) Any unleased mineral interest shall be considered
a seven—eighths (7/8) working interest and a
one—eighth (1/8) royalty interest for the
purpose of allocating costs and charges under
the terms of this Order.

Due to the amount of time that has transpired since the well was
first drilled, Consolidated plans to file an application with the
0il Conservation Division +to have the Orders validated and
amended to name Consolidated as operator.

In an effort to aveid the compulsory pooling of yowr interest by
the 0il Conservation Division, Consolidated hereby offers you
the option of 1) participating in the well for your proportionate
working interest, or &) leasing your interest to Consolidated on
the following basis:

) Frimary lease term of one (1) year,
B) Royalty of ZW4, proportionately reduced,
c) Bonus consideration of $60.00 per net acre.

It is Consolidated's contention that your election to participate
would first requirve vyou to reimburse Conselidated for your
proportionate share of the costs already incurred in drilling the
well. The total cost of drilling the well was $142,872.67 which,
when multiplied by vyour participating interest of 2.128866%,
would mean a reimbursement to Consolidated of $184.11. Richmond’s
detailed cost summary is enclosed for your review. The next
phase of completion work 1is tentatively scheduled to occur in
late spring or early summer.

Please notify Consolidated of your election to either lease or
participate on or before March 25, 1994, by following the
procedures described below and using the enclosed self-addressed,
stamped envelape:

1) To indicate your election to lease wunder the aforementioned
terms, please sign below and return one original of this letter
to Consolidated. Consolidated will provide you with a lease for
execution within one (1) week of our receipt.



Mr. James Rubow
March 4, 1994
fage Three

election to participate, glease signkbeigz
of this letter, along with a check m :
Inc., for $184.11 to coveyr pas

2y To indicate your

~ 3 ] ~l
and return ane origina’
out to Consolidated 0il & Gas,

expenses.

Philép G. Wood
Land Manager
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I/WE ELECT TO LERSE UNDER THE AFOREMENT IONED TERMS.
BY: : .

James Rubow, fresident
DATE:

= 3 - RMS.
I/WE ELECT TO PARTICIFATE UNDER THE AFOREMENTIONED TE

BY:

James Rubow, Fresident

DATE : .
‘ gENld)Ef: Complete items 1 and 2 when additional services are desired, and complete items
and 4. . . . .
Put your address in the “RETURN TO'’ Space on the reverse side. Failure to do this will prevent this card
from being returned to you. The return receipt fee will provide you the name of the person delivered to and
the date of delivery. For additional fees the following services are available. Consult postmaster for fees
and check box{es] %or additional service(s) requested.
1. 00 Show to whom delivered, date, and addressee’s address. 2. [] Restricted Delivery
{Extra charge) {Extra charge)
3. Article Addressed to: 4. Article Number
' P 329 599 .408
Mr. James Rubow ~ _ Typs of Service:
Passport Eperdyl Inc. . (] Registered . [ insured
1645 Co pLack, /Suite 324 | & cenified Qeoo
: urn Recei
Denver, 8 0 . Express Mail O foer Merchandise |
Always obtain signature of addressee
or agent and DATE DELIVERED.
5. Signature ddrgssee 8. Addressee’s Address (ONLY if
X i requested and fee paid)
6. Signature YAgeN v
x -
7. Date of Delivery : -
A A Ao uy B LAY AR E Hosiiiioboid IR
i s‘i-z‘ifin‘{gm R AT IR
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March 1, 1994
Certified Mail
Return Receipt

M. Buddy W. Baker
F.0. Box 9192
Denver, Coalorado 802z@a9

Re: Carnes 32-6—11 #1 Well (&.50%4)
S/2 Section 11, T3cN, R6W (32Q0.Q02 acres)
San Juan County, New Mexico

Dear Mr. Baker:

Consolidated 0il & Gas, Inc. ("Consolidated") acquired the
interest of Richmond Petroleum Inc. ("Richmond") in the Carnes
32~-6-11 #1 Well, effective January 1, 1994, This well has been
shut—in since it was first drilled in 1992 and has yet to qualify
for the Internal Revenue Code Section 29 tax credit.
Consolidated is currently designing a gas gathering/water
disposal system which would eventually be extended southward from
Colorado to service the Carnes #1 and other wells located along
the New Mexico border. We cwrrently hope to have the well
caoampleted, equipped and tied into the gathering system by October
1, 1994,

Our records indicate that youwr mineral interest (8 net acres/8@
gross acres, located in the N/2 SE/4 of Section 11, T32N, ReW)
was leased at the time the well was first drilled but that the
lease has since expired and 1is no longer in effect. Prior to
drilling, Richmond had pooled all non—participating and unleased
interests under 0il Conservation Division Order No. R-9179.
Sections (7) & (1@) of Order No. R-9179 read as follows:

(7) The operator is hereby authorized to withhold
the following costs and charges from production:

(R) The pro rata share of reasonable well costs
attributable to each non—consenting working
interest owner who has not paid his share of
estimated well costs within 3290 days from the date
the schedule of estimated well costs is furnished
to him.

(R) As a charge for the risk involved in the drilling
of the well, 156 percent of the pro rata share of
reasonable well costs attributable to each non-—
consenting working interest owner who has not paid
his share of estimated well costs within 3@ days
from the date the schedule of estimated well costs
is fwnished to him.

410 17th Street, Suite 2300 « Denver, Colorado 80202
Telephone: (303) 893-1225 +  Facsimile: (303) 893-09-16



M. Buddy W. Baker
March 1, 1994
Fage Two

(12) Any unleased mineral interest shall be considered
a seven—eighths (7/8) working interest and a
one—eighth (1/8) royalty interest for the
purpose of allocating costs and charges under
the terms of this Order.

Due to the amount of time that has transpired since the well was
first drilled, Consolidated plans to file an application with the
0il Conservation Division to have the Orders validated and
amended to name Consolidated as operator.

In an effort to avoid the compulsory pooling of your interest by
the 0il Conservation Division, Consolidated hereby offers you
the option of 1) participating in the well for your proportionate
working interest, or &) leasing your interest to Consolidated on
the following basis:

A) Frimary lease term of one (1) year,
B) Royalty of Z@%4, proportionately reduced,
(99 Bonus consideration of $6@.2% per net acre.

It is Consolidated’s contention that your election to participate
would first require youw to reimburse Consolidated for your
proportionate share of the costs already incurred in drilling the
well, The total cost of drilling the well was $224,616.72 which,
when multiplied by your participating interest of £.5@%, would
mean a reimbursement to Consolidated of $5,6195. 4¢Z. Richmond®’s
detailed cost summary is enclosed for your review.
Consolidated’s AFE and well prognosis for the next phase of
completion work is also enclosed.

Flease notify Consolidated of your election to either lease or
participate on or before March 18, 1994, by following the
procedures described below and using the enclosed self-addressed,
stamped envelope:

1) To indicate your election to lease wunder the aforementioned
terms, please sign below and retwrn one original of this letter
to Consolidated. Consolidated will provide you with a lease for
execution within one (1) week of our receipt.



My. Buddy W. Raker
March 1, 1994

page Three
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BY: "
Buddy W. Bakev
DATE:
. gENDER Complete items 1 and 2 when additional services are desired, ~and complete items
and
Put your address in the **“RETURN TO'* Space on the reverse side. Failure to do this will prevent this card
from being returned to you. The return receipt fee will provide you the name of the person delivered to and
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March 4, 1994
Certified Mail
Return Receipt

Mr. Buddy W. Baker
F.0. Box 9192
Denver, Colorade 8022129

Re: Miller 32-6-11 #1 Well (@, 128866%)
N/2 Section 11, T32N, R6W (232.8@ acres)
San Juan County, New Mexico

Dear Mr. BRaker:

Consolidated 0il & Gas, Ine. ("Consolidated") acquired the
interest of Richmond Fetyvoleum Inc. ("Richmond") in the Miller
32-6-11 #1 Well, effective January 1, 1994, This well has been
shut—in since it was first drilled in 1992 and has qualified for
the Internal Revenue Code Section 29 tax credit. Consolidated is
currently designing a gas gathering/water disposal system which
would eventually be extended southward from Colorado to service
the Miller #1 and other wells located along the New Mexico
border. We currently hope to have the well completed, equipped
and tied into the gathering system by October 1, 1994,

Dur records indicate that your mineral interest (4.3 net acres/3
gross acres, located in the SE/4 SW/4 NE/4 of Section 11, T32N,
R6W) was leased at the time the well was first drilled but that
the lease has since expired and is no longer in effect. Frior to
drilling, Richmond had pooled all non—-participating and unleased
interests wunder 0il Conservation Division Order NMo. R-9178.
Sections (7) & (1@) of Order No. R—-9178 read as follows:

(7) The operator is hereby authorized to withhold
the followinpg costs and charges from production:

(R) The pro rata share of reasonable well costs
attributable to each non—consenting working
interest owner who has not paid his share of
estimated well costs within 32 days from the date
the schedule of estimated well costs is furnished’
to him.

(B) As a charge for the risk involved in the drilling
of the well, 156 percent of the pro rata share of
reasonable well costs attributable to each non-
consenting working interest owner who has not paid
his share of estimated well costs within 3@ days
fraom the date the schedule of estimated well costs
is furnished to him.

410 17th Street, Suite 2300 « Denver, Colorado 80202
Telephone: (303) 893-1225 + Facsimile: (303) 893-0946



M. Buddy W. Baker
March 4, 1994
Page Twao

(12) Any unleased mineral interest shall be considered
a seven—eighths (7/8) working interest and a
one—eighth (1/8) royalty interest for the
purpose of allocating costs and charpes under
the terms of this Order.

Due to the amount of time that has transpired since the well was
first drilled, Consolidated plans to file an application with the
0il Conservation Division to have the Orders validated and
amended to name Consolidated as operator.

In an effort to avoid the compulsory pooling of your interest by
the 0il Conservation Division, Consolidated hereby offers you
the option of 1) participating in the well for your proportionate
working interest, or &) leasing your interest to Consolidated on
the following basis:

A) Frimary lease term of one (1) year,
B) Royalty of 204, proportionately reduced,
) Bonus consideration of $60.00 per net acre.

It is Consolidated’s contention that your election to participate
would first require vyou to reimburse Consolidated for your
proportionate share of the casts already incurred in drilling the
well. The total cost of drilling the well was $142,872.67 which,
when multiplied by vyour participating interest of @.128866%,
would mean a reimbursement to Consolidated of $184.11., Richmond’s
detailed cost summary is enclosed for your review. The next
phase of completion work is tentatively scheduled to occur in
late spring or early summer.

Flease notify Consolidated of your election to either 1lease or
participate on or before March &3, 1994, by following the
procedures described below and using the enclosed self-addressed,
stamped envelope:

1) To indicate your election to lease wunder the aforementioned.
terms, please sign below and r»eturn one ariginal of this letter
to Consolidated. Consplidated will provide you with a lease for
execution within one (1) week of our receipt.



Mr. Buddy W. Baker
March 4, 1994
Fage Three

2) To indicate your election to participate, please sign below
and return one original of this letter, along with a check made
out to Consolidated O0Oil & Gas, Inc., for $184.11 to cover past
expenses.

Sincerely,

Y~ 4

Fhilip G. Wood
Land Manager

PGW:lm
enclosures

I/WE ELECT TO LEASE UNDER THE AFOREMENTIONED TERMS.

BY:
Buddy W. Baker

DATE :

I/WE ELLECT TO FPARTICIFATE UNDER THE AFOREMENTIONED TERMS.
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Buddy W. BRaker
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4 OIL AND GAS LEASE

(\6 AGREEMENT, Made and entered into the 20th day of May . 1988 . by and between
Stella M. Quintana, a widow

whose Arboles, Colorado hereinafter called Lessor (whether one or more) and
T.H. McElvain Jr. whose post office address is_214 Santa F . hereinafter called Lessee:
WITNESSETH, That the Lessor, for and in consideration of Ten & More DOLLARS

cash in hand paid, the receipt of which is hereby acknowledged, and the covenants and agreements hereinafter contained, has granted, demised,
leased and let, and by these presents doues grant, demise, lease and let exclusively unto the said Lessee, the land hereinafter described, with the
exclusive right for the purpose of mining, exploring by geophysical and other methods, and operating for and producing therefrom oil and all gas of
whatscever nature or kind, with rights of way and easements for laying pipe iines, and erection of structures thereon to produce, save and take care

of said products. all that certain tract of land situated in the County of San Juan and Rio Arriba
State of New Mexico described as follows, to-wit:

Township 32 North, Range 6 West

Section 11: N&SE%,and a 3 acre tract of land located in the SEXSWNE%, being that
portion of said tract lying South and East of the San Juan River, said
tract being identified as Parcal 312 in that certain instrment: entitled
"Order Canfimming Title” dated November 24,1961, and recorded in Book 69,
Page 101-122, in the Office aof the County Clerk, Rio Arriba County, :
New Mexico.

and containing _83.0 Jcres, more or less. Four : .

1. It is agreed that this lease shall remain in force for a term of wms years from this date and as long thereafter as oil or gay of whatsoever
nature or kind is produced from said ivased premises or on acreage pooled therewith, or drilling operations are continued as hereinafte: provided,
1f, at the expiration of the primary tenin of this lease, oil or gas is not being produced on the leased premises or un acreage pooled therewith but
Lessee 1s then engaged in drilling or re-working operations thereon, then this lease shall continue in force so long as operations are being continu-
ously prosecuted on the leased premises or on acreage puoled therew:th: and operations shall be considered to be continuously prosecuted if not
more than ninety (90) davs shall elapse between the completion or abandonment of one weil and the beginning of operations for the drilling of a
subsequent well, If after discovery of o1l or gas on said Jand or on acreage pooled therewith, the production thereof should cease from any cause
after the primary term, this lease shall not terminate if Lessee commences additional drilling or re-working operations witinin ninety (90) days from
date of cessation of production or from date of complietion uf dry hole. If vil or gas shall be discovered and produced is a result of such opura-
tions at or after the expiration of the primary term of this lease, this lease shall continue in (orce so long as oil or gas is produced from the leased
premises or on acreage pooled therewith,

2. Thisis a PAID-UP LEASE. In consideration of the down cash payment, Lessor agrees that Lessee shall not be obligated, except as other-
wise provided herein, 10 commence or continue any operations during the primary term. Lessee may at any time or times during or after the pri-
mary term surrender this lease as to all or any portion of said land and as to any strata or stratum by delivering to Lessor or by filing for record a
rejease or releases, and be relieved of all obligation thereafter accruing as to the acreage surrendered,

3. In consideration of the premises the said Lessee covenants and agrees:

1st. To detiver o the credit of Lessor, free of cost, in the pipe line to which Lessee may connect wells on said land, the equal one-eighth
(1/8) part of all oil produced and saved from the leased premises.

2nd. To pay Lessor vne-eighth (1/8) of the gross proceeds each year, payable guarterly, for the gas from each well where gas only is
found, while the same is being used off the premises, and il used in the manufacture of gasoline a royalty of one-eighth (1/8), payable
monthly at the prevailing market rate for gas.

3rd. To pay Lessor for gas produced from any oil well and used off the premises or in the manufacture of gasoline or any other product

a royalty of one-eighth (1/8) of the proceeds, at the mouth of the well, payable monthly at the prevailing market rate.

4. Where gas from a well capable of producing gas is not sold or used, Lessee may pay or tender as royalty to the royalty owners One
Dollar per year per net royalty acre retained hereunder, such payment or tender to be made on or before the anniversary date of this lease next
ensuing after the expiration of 90 days from the date such well is shut in and thereafter on or before the anniversary date of this lease during the
period such well is shut in. 1f such payment or tender is made, it will be considered that gas is heing produced within the meuaning of this lease.

5. It said Lessor owns a less interest in the above described land than the entire and undivided fee simple estate therein, then the royalties
(including any shut-in gas royalty) herein provided for shall be paid the Lessor only in the proportion which Lessor’s interest bears to the whole
and undivided fee.

6. Lessee shall have the right to use, free of cost, 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, Lessee shall bury Lessee's pipe lins below plow depth,

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

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

10. Lessee shall have the right at any time to remove all machinery and fixtures placed on said premises, including the right to draw and
remove casing. .

11. The rights of 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 certified copies of all recorded instruments or
documents and other information necessary 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 or future division of Lessor’s
ownership as to different portions or parcels of said land shall operate to enlarge the obligations or diminish the rights of Leasee, 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 liabje for
any act opomission of any other leasehold owner, .

*  12.{Lessee, at its option, is hereby given the right and power at any time and from time to time as & recurring right, either before or alt{
production, as to all or any part of the land described herein and as to any one or more of the formations hereunder, to pool or unitize the lease
hold estaje and the mineral estate covered by this lease with other land, lease or leases in the immediate vicinity for the production of oil and ga
or separalely for the production of either, when in Lessee's judgment it is necessary or advisable to do so, and irrespective of whether authorit
similar to this exists with respect to such other land, lease or leases. Likewise, units previously formed to include formations not producing oil or
gas, may be reformed to exclude such non-producing formations. The forming ot 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 unit may include land upon
which a well has theretofore been completed or upon which operations for drilling have theretofore been commenced. Production, drilling or re-
working operations or a 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 or reworking operations or a well shut in for want of a market under this lease. In lieu of the royalties elsewhere herein speci-
fied, including shut-in gas royaities, Lessor shall receive on production from the unit so pooled royalties only on the portion of such production
allocated to this lease: such allocation 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 in such unit. In addition to the foregoing, Lessee shall have the right to unitize,
pool, or combine all or any part of the above described lands as to one or more of the formations thereunder with other lands in the same generai
area 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 terminate any such plan or agreement and, in such event, the terms, conditions and provisions of this
lease shall be deemed modified to conform to the termas, conditions, and provisions of such approved cooperative or unit plan of development or
operiation and, particularly, all drilling and development requirements of this lease, exptress or implied, shall be satisfied by compiiance 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 agree-
ment, In the event that said above described lands or any part thereof, shall hereafter be operated under any such cooperative 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 produc-
tion allocated to any particular tract of land shall. for the purnose nf camputing the rovilties to be paid hereunder to Lessut, be regurded as naving
Leen producea irom the particular tract of land to which it is allocated and not to an+ other tract of land; and the royalty payments to be made
hereunder to Lessor shall be based upon production only as so allocated. Lessor shall formally express Lessor’s consent ta any cooperative or unit -
plan of development or aoperation adopted by Lessee and approved by any governmental agency by executing the same upon request of Lessee.

13. All express or implied covenants of this lease shall be subject to all Federal 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, i§ qompliance is prevented
by, or if such failure is the result of, any such Law, Order, Rule or Regulation, - AL

14. Lessor hereby warrants and agrees to defend the title to the lands herein described, and agrees that the Lessee shall have the right at any
time to redeem for Lessor, by payment, any mortgages, taxes or other liens on the above described lands, in the event of default of payment by
Lessor and be subrogated to the rights of the holder thereot, and the undersigned Lessors, for themselves and their Leirs,.sucnessors and assigns,
hereby surrender and release all right of dower and homestead in the premises described herein, insofar &s said right of dower anJd homestead may
in any way affect the purposes for which this lease is made, as recited herein. ’

15. Should any one or more of the parties hereinabove named as Lessor fail to execute 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, shall mean any one or more or all of the parties who execute
this lease as Lessor. All the provisions of this lease shall be binding on the helrs, ors and assi of Lessor and Lessec.

IN WITNESS WHEREOF, this instrument is executed as of the date first above written,

Stella M. Quintana

: Stetd
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EDMUND T, ANDERSON, 1V
OLL AND GAS PROPERTIRS
P.0). BOX 8378
MIDLAND. TEXAS 79708.1875 TELE: (D18) 6RG.8878

April 8, .

Post-It”™ brand fax transmittal mema 7671 | 4 ot peges » 61.:

M Ial $ TP Cm | W

Co.

Mr. Michael E. Stogner
Chief Hearing Examiner Dept. Phone §
" 0il Conservation Division Fiier) e  § o o Fox # D Detl *Py |
310 01d Santa Fe Trail, Room 219 M N US~0ET AT

Santa Fe, NM 87501

Ret ation °O onso ate
Gas, Inc., Case 9745

Dear Mr. Stogner,

After our conversation yesterday, I realized that I had

not fully set forth the reasons for requesting a continuance
in the above case,

The case is more than just one of preventing waste and
protecting correlative rights. UNo one has filed for & permit
to drill additional wells, or otherwise protect their land
against drailnage. No one is contestin§ onsolidated's right
to complete the wells. The only correlative rights at stake
here are those of the parties Consolidated is seeking to force
psol. No, this case involves thorny legal questions which should
be addressed in a court.

For instance. Consolidated says my lease expired, Richmond
continues to try to pay me shut-in gas royaltles, and has tried
to pay Mr. Rubow shut-in gas royalries within the last two weeks.
Mr. Rubow is in the same position as I, that {e, Richmond was
never entitled to pay shut-in gas royalties because the well
wag naver c¢apable 6f producing gas. This 1s a legal question,
and Consolidated and Richmond cannot both be right; the leaase
s alther in effect, or it is not. The Commisrion does not have
the Jurisdiction under Section 70-2-12 to decide this issue.

Furthey, the Lssue of cowsts 1s not primarily one of reason-
ableness or validity, although those issues will come up; tha
{sgue is whether Consolidated or Richmond have a legal right
to claim them., Again, this {8 a legal question which should
be addressed in a court of law, and I have taken the first step
to resulve this.

Finally, I have had to take a great deal of my time to defend
this action; time which I could have spent making money for my
family., Consolidated's demand that I pay my proportionate share
of what Richmond apent 1s so contrary to the law that I am en-
titled to attorney's fees. The hearing examiner would not have

the authority to grant me compensation for my time, but the court
can,
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April 8, 1994

Page 2

Actions such as these clog dockets and impade business.
Consolidated should have to compensate me for all the problems
they have caused,

Congolidated has represented to me that they have degun
completion on both wells in order to secure the Section 29 tax

credits. Therefore, no harm will be done to Consolidated or
the State of New Mexico by delaying this hearing.

I would like you to know that I was unaware that the letter
1 vecelved from Consolidated constituted notice as required by
Section 70-2-23., 1 falt sure that the Commission would send
me notice when 1t was ready to proceed.

Again, I request that this hearing be postponed until the
court has ruled on tha matter.

Thank you for your time and attention to this matter.

§anere1y.

553”7 s A
L(GM/CMC 7 Vbtfué;w(?« A

Edmund T. Anderson, IV
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March 17, 1994

Mr. Edmund T. Anderson, IV
P.O. Box 8575
Midland, Texas 79708-1575

Re: Carnes 32-6-11 #1 Well
Federal 32-6-9 #1 Well
San Juan County, New Mexico

Dear Mr. Anderson:
Reference is made to your letter dated March 14, 1994,

It would appear from your letter that you have rejected Consolidated’s offer to
lease your mineral interest. I should point out that Consolidated’s offer is identical to
terms through which we have successfully leased other interest owners located within the
same area and under the same wells.

Consolidated has also offered you the opportunity to voluntarily participate in this
well by paying your share of actual and future expenses. However, you continue to insist
that your right to participate requires you to pay for only your share of future
completion and operating expenses and not the actual cost of drilling. It, therefore,
appears that we are unable to reach a voluntary agreement with you despite our efforts
to do so.

Accordingly, please be advised that we have directed our attorney to file a
compulsory pooling application before the New Mexico Oil Conservation Division to
have your interest pooled. He will advise you of the time and place of the hearing so
that you may attend and participate in that hearing if you so desire.

As per our phone conversation of March 16th, I do appreciate your comments
concerning Consolidated and the spirit in which your letter was written. Further, we
believe that the New Mexico Oil Conservation Division does have jurisdiction over this
matter and invite your involvement in the process. I am cognizant the fact that you are
an attorney and/or may have access to legal counsel in New Mexico. Should you wish
to adjudicate this matter outside of the confines of the Conservation Division, I sincerely
hope that we will maintain our open lines of communication.

Yours very truly,

CONSOLIDATED OIL & GAS, INC.

Philip G. Wood
Land Manager

410 17th Street, Suite 2300 « Denver, Colorado 80202
Telephone: (303) 893-1225 = Tacsimile: (303) 893-0940
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EDMUND T. ANDERSON, IV
OIL AND GAS PROPERTIES
P.O. BOX 8575
MIDLAND, TEXAS 79708-1575 TELE: (915) 686-8838

March 17, 1994

Philip G. Wood

Consolidated 0il & Gas, Inc.

410 17th Street, Ste. 2300

Denver, CO 80202

Re: Carnes 32-6-11 #1, S% Section 11,

T-32-N, R-6-W, N.M.P.M.; and
Federal 32-6-9 #1, E% Section 9,
T-32-N, R-6-W, N.M.P.M., all in
San Juan County, New Mexico

Dear Mr. Wood,

Following our conversation yesterday, I consulted with my
attorney, who is licensed in New Mexico, and he is of the opinion
that I am on firm ground.

My comments and my offer in my letter of March 14, 1994,
remain unchanged, except that I hereby offer to prepay the costs
of completion, as such costs pertain to my interest.

. Sincerely,

: ./.«’ . R 3
At et R N Do
SO LA RO

Edmund T. Anderson, IV,
Individually and as Trustee
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EDMUND T. ANDERSON, IV
OI1, AND GAS PROPERTIES
P.O. BOX 8575
MIDLAND, TEXAS 79708-1575 TELE: (915) 686-8838

March 14, 1993

Philip G. Wood

Consolidated 0il & Gas, Inc.

410 17th Street, Ste. 2300

Denver, CO 80202

Re: Carnes 32-6-11 #1 Well, S% Section 11,

T-32-N, R-6-W, N.M.P.M.; and Federal
32-6-9 #1 Well, E% Section 9, T-32-N,
R-6-W, N.M.P.M., all in San Juan
County, New Mexico

Dear Mr. Wood,

I have carefully considered your letters dated March 1,
1994, and the issues raised by them; I am of the opinion that
I have the right to participate in the completion of the above
wells without payment to Consolidated of any of the costs incurred
by Richmond.

It is elementary that an oil and gas lease conveys exclusive
authorization upon the lessee to go upon the land for the purpose
of prospecting for oil and gas, severing and removing the same.
At the expiration of the lease, all rights so transferred ter-
minate, and are reinvested in the lessor, and the lessor has
no further obligations to the lessee other than permitting lessee
to enter upon his land to remove equipment or complete lessee's
obligations under the lease regarding restoration, etc.

An assignee of an o0il and gas lease stands in the place
of the original lessee, and acquires no greater rights than those
held by the original lessee. Thus, Consolidated's acquisition
of Richmond's rights in the above land did not confer upon Consoli-
dated any greater interest than that owned by Richmond at the
time of conveyance.

Richmond owned nothing insofar as my mineral interest was
concerned, and Consolidated acquired nothing. If Consolidated
paid value for rights Richmond did now own, it should not have
done so. Not only was the expired lease of record, buy my Affidavit
noting expiration was also of record, and Consolidated was on
notice.



onsolilidated Uil & Gas, Lnc.
March 14, 1993
Page 2

Consolidated is without legal basis or justification in
demanding payment from me for work done by Richmond, and I will
contest such assertion. Further, I do not believe the 0il and
Gas Conservation Commission has jurisdiction to hear this non-
issue, and I will challenge their involvement in this matter.

Legal issues aside, I would prefer to enter into a working
relationship with Consolidated on am amicable basis. I have
checked with friends in Denver, and found that Consolidated has
a good reputation for integrity and financial responsibility;

I have an equal reputation. Consolidated appears to be the type
of company with which I like to do business. However, if you
prefer to adjudicate this matter, you should know that I am an
attorney. Additionally, northern New Mexico is particularly
attractive for skiing and fly fishing this time of year, and

I would welcome a vacation.

I will join in the completion of the above two referenced
wells on a heads up basis. I do not prepay expenses, and have
signed no operating agreement requiring me to do so. I will
pay Consolidated's bills on the 26th of the month when I pay
everyone else's.

Sincerely,

._.’ W "'—/ /. \ q
3 QZZM( /- c’-éu@/m (&

Edmund T. Anderson, IV
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March 1, 11994
Certified Mail
Retwrn Receipt

Edmund T. Anderson IV

Individually and as Trustee of the
Mary Anderson BPoll Family Trust
2521 Humble

Midland, Texas 79725

Re: Federal 32-6-9 #1 Well (3.579@98%)
E/2 Section 9, T3&N, ReW (279.42 acres)
San Juan County, New Mexico

Pear Mr. Anderson:

Consolidated 0il & Gas, Inc. ("Consolidated") acguired the
interest of Richmond Petroleum Inc. ("Richmond") in the Federal
32-6-9 #1 Well, effective January 1, 1994, This well has been
shut—in since it was first drilled in 1992 and has yet to qualify
for the Internal Revenue Code Section &9 tax credit.
Consolidated is cuwrrently designing & gas gathering/water
disposal system which would eventually be extended southward from
Colorado to service the Federal #1 and other wells located alang
the New Mexico border. We currently hope to have the well
completed, equipped and tied into the gathering system by October
1, 1994,

Ouwr records indicate that your combined mineral interest (1@ net
acres/42 qgross acres, located in the SE/4 SE/4 of Section 9,
T3EZN, R&W) was leased at the time the well was first drilled but
that the lease has since expired and is no longer in effect.
Pyior to drilling, Richmond had pooled all non—participating and
unleased interests under 0il Conservation Division Order No. R-
2033, Sections (7) & (i@) of Order No. R-9833 read as follows:

(7) 7The operator is hereby authorized to withhold
the following costs and charges from productions:

(A The pro rata share of reasonable well costs
attributable to each non—consenting working
interest owner who has not paid his share of
estimated well costs within 3@ days from the date
the schedule of estimated well costs is furnished
to him.

(R) As a charge for the risk involved in the drilling
of the well, 136 percent of the pro rata share of
reasonable well costs attributable to each non-
consenting working interest owner who has not paid
his share of estimated well costs within 3@ days
from the date the schedule of estimated well costs
is fwrnished to him.

410 171h Street, Suite 2300«  Denver, Colorado 80202
Telephone: (303) 893-1225  «  Facsimile: (303) 893-0946



Edmund T. Anderson IV
March 1, 1994
FPage Two

(12) Any unleased mineral interest shall be considered
a seven—eighths (7/8) working interest and a
one—eighth (1/8) royalty interest for the
purpose of allocating costs and charges under
the terms of this Order.

Due to the amount of time that has transpired since the well was
first drilled, Consolidated plans to file an application with the
0il Conservation Division to have the Orders validated and
amended to name Consolidated as operator.

In an effort to avoid the compulsory pooling of your interest by
the 0il Conservation Division, Consolidated hereby offers you
the option of 1) participating in the well for youwr proportionate
working interest, or &) leasing vyour interest to Consolidated on
the following basis:

A) Frimary lease term of one (1) year,
B) Royalty of 204, proportionately reduced,
(B9 Bonus consideration of $6@,.0@ per net acre.

It is Consolidated’s contention that your election to participate
would first require you to reimburse Consolidated for your
proportionate share of the costs already incurred in drilling the
well. The total cost of drilling the well was $139,748.88 which,
when multiplied by youwr participating interest of 3.579@98%,
would mean a reimbursement +to Consolidated of $5,001.75.
Richmond?’s detailed cost summary is enclosed for your review.
Consolidated’s AFE and well prognosis for the next phase of
completion work is also enclosed.

Please notify Consolidated of youwr election to either lease or
participate on or before ®March 18, 1994, by following the
procedures described below and using the enclosed self-addressed,
stamped envelope: ’

1) To indicate your election to lease under the aforementionéd
terms, please sign below and return one original of this letter
to Consolidated. Consolidated will provide you with a lease for
execution within one (1) week of owr receipt.



Edmund T. Anderson IV
March 1, 1994
Fage Three

2) To indicate your election to participate, please sign the AFE
and return one original aleong with a check, made out to
Consolidated 0il & Gas, Inc., for $6,662.45 to cover past

expenses and the estimated cost of the work to be performed under
the AFE.

Sincerely,

/%%/Z’WMZ

Fhilip G. Wood
Land Manaper

PGW:lm
enclosures

I/WE ELECT TO LEASE UNDER THE AFOREMENTIONED TERMS.

BY: BY:
Edmund T. Anderson IV Edmund T. Anderson IV
as Trustee of the Mary
Anderson Boll Family
Trust
DATE: DATE :

. gENdDaR: Complete items 1 and 2 when addjtional services are desired, and complete items
and 4.

Put your address in the ‘’"RETURN TO’* Space on the reverse side. Failure to do this will prevent this card

from being returned to you. The return receipt fee will provide you the name of the person delivered to and

the date of delivery, For additional fees the following services are available. Consult postmaster for fees

and check onies; %or additional service(s) requested. _ :

1. O Show to whom delivered, date, and addressee’s address. 2. (0 Restricted Delivery
(Extra charge)

{Extra charge)

3. Article Addressed to: S | 4. Article Number ]
.DMUND T. ANDERSON IV, IND. AND TR OF F7me of%g“iz_ S“_‘ I\c\ 2R
JARY ANDERSON BOLL FAMILY TURST 1 Registered ' tijmd
7521 HUMBLE Certified Ocop

{IDLAND, TX 79705 J Express Mait  [] Return Receipt
\lways obtain signature of addressee

" or agent and DATE DELIVERED.
8. Addressee’s Address (ONLY if

5. Signature — Addressee

X ) Lo - requested and fee paid)
' Signature — Agent . V\
7. Dite of Delivefy . ;i;iii.iiiii £Tiiii

~ La ket B

Qg TR I I T H O A
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Certified Mail
Return Receipt

Edmund T. Anderson IV

Individually and as Trustee of the
Mary Anderson Boll Family Trust
2321 Humble

Midland, Texas 797035

Re: Carnes 32-6-11 #1 Well (3.125%)
S/2 Section 11, T3&N, R6W (322.02 acres)
San Juan County, New Mexico

Dear Mr. Anderson:

Consolidated 0Oil & Gas, Inc. ("Consolidated") acquired the
interest of Richmond Fetroleum Inc. ("Richmond") in the Carnes
32~-6-11 #1 Well, effective January 1, 1994. This well has been
shut—in since it was first drilled in 1999 and has yet to qualify
for the Internal Revenue Code Section 29 tax credit.
Consolidated 1is currently designing a gas gathering/water
disposal system which would eventually be extended southward from
Coloradao to service the Carnes #1 and other wells located alang
the New Mexico border. We currently hope to have the well
completed, equipped and tied into the pgathering system by October
1, 1994,

Owr records indicate that your combined mineral interest (10 net
acres/4Qd grass acres, located in the SE/4 SW/4 of Section 11,
T32N, Re6W) was leased at the time the well was first drilled but
that the lease has since expired and is no longer in effect.
Prior to drilling, Richmond had pooled all non—participating and
unleased interests under 0il Conservation Division Order No. R-
9179. Sections (7) & (1@) of Order No. R-9179 read as follows:

(7) The operator is hereby authorized to withhold
the following costs and charges from production:

(A) The pro rata share of reasonable well costs
attributable to each non—consenting working
interest owner who has not paid his share of
estimated well costs within 3@ days from the date
the schedule of estimated well costs is furnished
to him.

(B) As a charge for the risk involved in the drilling
of the well, 156 percent of the pro rata share of
reasonable well costs attributable to each non-
consenting working interest owner who has not paid
his share of estimated well costs within 30 days
from the date the schedule of estimated well costs
is Ffurnished to him. '

410 17th Street. Suite 2300 +  Denver, Colorado 80202
Telephone: (30 8Y3-1225 « Facsimile: (303) 80208946



Edmund T. Anderson IV
March 1, 1994
Page Two

(12) Any unleased mineral interest shall be considered
a seven—eighths (7/8) working interest and a
one—~eighth (1/8) royalty interest for the
purpose of allocating costs and charges under
the terms of this Order.

Due to the amount of time that has transpired since the well was
first drilled, Consolidated plans to file an application with the
0il Conservation Division to have the Orders validated and
amended +to name Conscolidated as operator.

In an effort to avoid the compulsory pooling of your interest by
the 0il Conservation Division, Consolidated hereby offers you
the aption of 1) participating in the well for your proportionate
working interest, or 2) leasing vyour interest to Consolidated on
the following basis:

A) Primary lease term of one (1) year,
B) Royalty of &@%, proportionately reduced,
) Bonus consideration of $60.20 per net acre.

It is Consolidated's contention that your election to participate
would first require you to reimburse Consolidated for vyour
proportionate share of the costs already incuwred in drilling the
well. The total cost of drilling the well was $224,616.72 which,
when multiplied by your participating interest of 3.125%4, would
mean a reimbursement to Consolidated of $7,@19.27. Richmond® s
detailed cost summary is enclosed for your review.
Consolidated’s AFE and well pregnosis for the next phase of
completion work is also enclosed.

Flease notify Consolidated of your election to either lease or
participate on or Dbefore March 18, 1994, by following the
procedures described below and using the enclosed self—-addressed,
stamped envelope:

1) To indicate your election to lease under the aforementioned
terms, please sign below and veturn one original of this letter
to Consolidated. Consolidated will provide you with a lease for
execution within one (1) week of our receipt.
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March 1, 1994
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Anderson 1V

2) To indicate yow- election to participate, please sign the AFE

and

return on

e original along with a check, made out to

Consolidated 0il & Gas, Inc., for $7,795.83 to cover past

expenses and the estimated cost of the work to be performed under
the AFE.

PGW:lm
enclosures

Sincerely,

Fhilip G. Wood
Land Manager

I/WE ELECT TO LEASE UNDER THE AFOREMENTIONED TERMS.

BY:

DATE:

BY:
Edmund T. Anderson 1V Edmund T. Anderson IV
as Trustee of the Mary
Andersan BPoll Family
Trust
DATE :

. gENIg!iR: Complete items 1 and 2 when adgjtional services are desired, and complete items
and 4. . . ’

Put your address in the “RETURN TO"’ Sbacé on the reverse side. Failuré to do this will prevent thrs card
from being returned to you. The raturn receipt fee will provide you the name of the person delivered to and

the date of delivery, For additional fees the following services are available. Consult postmaster for fees
and check boxles) 'for additional service(s) requested.

1. 0 Show to whom delivered, date, and addressee’s address. 2. [} Réstiiéte& Delivery
(Extra charge) (Extra charge)
3. Article Addressed to: l 4. Article Number

DMUND T. ANDERSON IV, IND. AND TR OF Foe of%e?/.i?e- S:-ﬂc\ b
IA§¥ ANDEE;ON BOLL FAMILY TURST ) 1 Registered ’ Ememd"
25 HUMB ‘

1{IDLAND, TX 79705

< Centified Ocoo

I Miai Return Receipt
Express,Mail D for Merchandise

\lways obtain signature of addressee
or agent and DATE DELIVERED.

8. Addressee’s Address (ONLY if
o N requested and fee paid) .

5. Signature — Addressee
X > - s -
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\ capuble of producing gas in pavimg quantdies, dat which o ddntan before of afier production therefroin; sach well 1hnll be onvitdesd winter all proviaons ol tus
N Jeuso ns & well praducuyg gus m payving qu padd Ahis bewas sholl semnin in doreo in the manner oy -u‘;h £ therelemn w wally b bl ur vl In '
such event, Jocee covensnty ol agrees to pay becor, ns royalty, nosome equnl e twies the st of the sdebey ceotale hesemadiog posied for e wosans foe th
[ period vmmencing on the dule such well iv setuntly shut-in, antesy thiy lease Iy being maintoned in foree sl ofiect by L LA ther provisgns hegeal, 1 wheh ¢ cent N
W such pericd shall commenco an the date this lease ccaven to be nuintanemd in forea and effecl by wotie other priviconsn haepaesd 10y e tennder I b mzede 1o :‘
N lessar or deposiled (6 tha credit of the lessar in the depositnry ik namcd i (his lease, ‘Phie Giest paymnent shieH Tor adie ol g0 0 wsle anor Ielone 140 Ly alier the
duta such well is shut-in, or (0 days from the date this tease ernvey ta be mnintained in forco bv sonia other prenvision hers- - O Troan sueh well i prnlaesd
1wl seld or ased pring therete, exvept teipasary snles or Goor lewar aperations, subrespient jusvnumts sinll be due anmauy Eveaftee an or Leloee th Py
tlate of the periad fore whieh such prioe pavinent wis nuabe, No additional pnymenty ahall be rogquired if there i mare o one an the H
yoer un anv snglo poobed unit from wa nerene eoversd heechy msy b Inmlml or unttizedd, ‘Fiva term gav well’* shalt sshiles ool prpenhy N
A tensitle or nny posoote solstanee and wells o las sl e e wells by any governmentol uutharty huving bttt for the !:‘
1 well rovalty i e it e ot a condstion sl the failure 10 moke timely puvment th med 0 b
ntion of this lease, linvgg 1 it herein o (he contrary with regurd (o she WA vapdenes o noshutan s well o the
4 Jew ol promies shall not be o hasis for continuing this | in force and elfect for moro thun two o o tnpiodn bevond (e prannry tenm,
‘;Aﬂ ) 4. M actand drilling operations sre not cepmenced on soid lind or on land pocled ticrewith an or betore ane 11} yenr from thin date, this Yease phadd termm- D
< . . t . s . - . . . .
] M nuto ay tn buth partiey, unless on or bhefora wne (1) your from this date lexsco shull pay or tender to the lewwr o rental of —— 1
i) 1 . . N .
Y ; - . Vo it . i '
1 I Eighty and NO/1 L . : patare 18.80..00 y i
A [ ot PSS o el 4 S S - . . e v 2 e o A s ~
N | which shall cover the privilege of deferring commencement of such aperations for a period of twelva (12 awnthy, In Jiko munner snd upon ke pavn E,
' s lly, ithe o 7 t of said operations mny bo turther deferred for succeasivo periods of the seme number of monthy, each dunng the prung
» . o .
. A \ 1% N HE
lJ meat or tender mav e made to the lessar or to the _1'_'1r§_t Clty Natlonal i Bank of M.Ld_l._ilﬂd.a._'.r_e.?id 8
< which bank, ur any sueeessor thenal, shall cantinug o be the agent for the lessor and lessor's successorn and nxsigns. I such bank ire any succesor
s Vi, li(‘uululr. ¢ be tucceeded by onother hank, or f.  any reason fail or refuse (0 necept rentnl, hsico shall not be hebd jn detault antd tharty CHR davy afler N
N tewor shnll deliver to lessee o recordable instnunent making provisian foe pnother method of payiment or fomler, und uny depanitocy chinrge is n linhility of the feminare E
) 23 The pavment o tender of reatul mny bo nude by chieck or draft ol lesseu, mnaited or delivered to said bank or dewar, ar either losar il mare than one, on or wiore
. . the rentn! paying dale. . R Lo, . A B S PR SR D EUUR PR A k
I 5. Lesaee i hereby granted the right to poal or unitize this lease, the bkt covered by it or any part thercof with uny athee Innd, lease, lewses, v "
i or party thereol for the praduction of 0il ar gan, Units poated for a1l heronnuder shiall not excoed forty (40} acres plos a tolerance of ten per cent (0 9
. unite pooled for gas hercunder slail not excead wix hundred farly (G40) acres plua a tolerance of ten per cent (1070 thereof, Lessee stinll (ile written umit designa. 3 .
P tions In the county n which the preumises are locited. Such wnts may be slesiginted gither before or niter the cun |l|('llol_l ot wellv. ‘The entirn acged s let “
: unit shull ho treated for all purpmses, except tho payinent of royalties on praduction from the pooled unit, us if it we.o included in thie tease, Notwithytandig i
provision in this lease to the controry, neither nperntinns upon nar production from nor the exisience of a shut-in gas well vn acreage pooled joto a wnit (egandlea R
of whether such unil l\n'lurmml tvler the tenny herenl or by overnmientnl autharity) shall bo deemei! oprerations, productivn or the existence of n shut-in gas well, l .
4 nfficient o ennlinuoe this leuso in focce ns Lt nceeage covered hy thiv leaso and not included in such ponled unit even tiough such vperntinns, p luction or hustan
gos well anay be located an land includerd in this leaee; mnuln;ly. neither operations upan, pmduction fren, nor the lucatiuvn of o «hut-in gas w l"
' inchuded in xuch pooled unit sholl Yee sufficient e wie this fease in force wa (o ncrenge included in sny sucly vnil. In lieu of thy myuollice ) n provished, 22
- * dessor shall receive on procliuetion from tnit o posled only such portion of the royalty llipulnlul hierein na the mmnunt of his screage pluewd in the it or hie
|3 toyalty ilorest therein on an ucrenge hasis hewrs o the total ncrouge so pooled in the particutar unit involved. . i . o b e A
& B prior ta discavery of oil or iny on xalild Innd or laml pooled therewith Teases shauld dreill sl ahandon s dey haln or holes thernn, or il. after dieovery |
e K of oil ar pus, the peaductinn therrot should conse frmp uny cause, Uiy beasa nlull not terminnilo if lero commencon rowarking or additional dalling oguee ~
" N wixly AE0) oy therealtee, ar Gt ha within the prannry tom) commiences oF sesiimes the payinent or tender of reitals or Guinences nperatiang b e (=
2 reworking on ae hefore the rentol puying date next ensuing niter tha explration af sixty {60} days from ilate of completion and sbandonmient ol sanl dev hole or 2
N J wles wr the cosation of production. 10 s dey hinle v compleled nnd abandaned at any time during the leat foucteen (14 monthy of the |mmmy teem i prioe
N 4 o disevvery of wil or gus on s load, oo .rm\lul rayment or ope cutions nre acceasary in osder (0 keep the lease an force during the reaminder of o t .‘
. ot the expiration of the primury term, oil or gasin nat being produced on suid land or land pooleidl therowith bt lessee is then engaged in notusld w
bo  atlons or tho rewnrking of any well on suid Tanil or land pooled therewith, thin leaso shall remnin in force in nccordunce with ity terms %o long as dnlling or rv i
¥ L} Ing eperations nro posmaded (whether on fhe kame or diflerent wells) with na ceasntion of more than rixty (60) consecutive davs, and il they 1esult reenfue .'.
. a0 long thereafter na or gan v porduced trm  Tnnd or lond pooled thevewith, In the event a well or wells pruducing ol or gas in paving qutntitics should H
. Lo droining tho teased premises, bevw ngroos o drill such offsot wells ns a rewsonably pradent operator would drill under tha same or similar circumstances. 3
i Ty . 12
i ! I 7. Tewwa shall have frea use of nil, gay, and watee from anid land, except wator from lessor'a svells and tanks, for diilling operntions (at not for cepreeur- )
IR, pPrenire inasintenaiica, eveling, or secondary reoavery operations) and tho rovally shall o computerd niter deducting uny ko wwesl, Lot ahiall H ~
.  w Fisee dunang v aftor the expitution af thiv leasa to cemove all ’unncrl_v and fixtores placed by lesses on malid Ll including the nght to denw '
, b ensingg, Vlen nvpusitesd by lessor, lesea shinlt bury pipelines below plow depth, No well shall be drilled nenrer than 290 (oot to sav structure on soul p ot
1 the written conswent of lssor, Lessco shsll pay foe dunminges cansed by ity operationa to improvements, livestock, fornge, nnd growing cropes on sanl L. }
P . N . N . . . B
N ' A, ‘The rizhia of either party hereundder miny be i 1 in whole ne In part nnd the provistons herrof ahiall extend ta the heim, executom, ab trators, ;‘
Wb seeevions, il asdgas, bhut no chanize or division in ownership of the i, rentilds or govallicn, however accamplished, sholl operente o enbisrge the obly RIS
. 11 duminidh e righta, aof beviee, Noosaeh change or division in the owoership of the fand, rentals or rovaltion shall be histling upon lesass for any gurgneas hoY
X rvr\lun HOPITIN uny mlmml_hnn firniahed levaee with the lnsinmnent ore instniments, oc certaficd ~opics thereol, constituling his chain of ttle Grom th ',l
R wrvinr, In the event of an nsignimen? of thes lense oy 1o a segrogated poction of said Tand, tho rentuts |mvnhln bireusdore kbl bwy appocioned a4 hel "
R 4 bewahnhil nwnery tatably aeconding (0 the surlnee nren of encl, wnd delinlt n rental puyment by ang shisll not sffect the nghis of other leasehob] e
It bevass or wemignes of part or parta hereof whnll fail or onke default in the payment of (o proportionate part ol the rentaly due from sach b ) "‘
H ! Il o comnply with nnv alber providion of the lenso, such duloult nhall not affect this leatse in so (ae 1y it overn & part ol saul lands upon which leses or any .
. ',’i wawignen thereof shall wako payment of waild rontats, . . P’
" P! . - ]
. N 0 Fasor herelsy woreante amld agrens to defend (he titla to eaid Land ng to parvins elatming by, thaugh or ider lesar Bt not stlienvice, and agrees that §

e, wl ity option

tvnv discharge nny tax, o tapwiny il Dl el §ny the evend hwiu-y e e, I shiadt Do sabinsgzated too il B
I enforce s ol applv rentnl aud rayilties o fowared satbalving xome, Withoat impuinnent of fesses's rinhia sides tis
of Lluee of tille, it i ateemd that, i lssar owns onointest i soid land by than (he entira fea Himple estnda then the mvalties o rentale to b pand he

b rer propmrtionatelv. Stauld sny one ur more of the partics aned above ny lessom fail o executo this fease, it shindl neverthelsa b landing e the. party
ur portiey execoting the same, i .

. C. . R L s
v 10, l_l. this lenae pcv ar hereafter covers nnv land In which the awnerlilp of the oil and gas eatale differy, cither ne o persons Ginchuling geeaes, o
Ay Tawnr™) e ansnts, frosn thint as ta any ather part of the tenued peem no poaling or unitization of rayalty intereds oy between any canhy

or shall ba implied or reaadt smeeely from the bnehaion of s Lanels within 3 lewsa, nar shall the execution heseaof amount to an oller o
Give interest 1o elfeet siuch a pooling by the ratifiention of this instrament.

— -

£7S0 Womrw~ah

L T e

[ . f

vier of teserseen g

, 10 Lewsee, {ia/hin niccesunrs amil nasigne, shall hiave the tighit at noy time to surrender (his lease, In whole ar it prrt, to Iessne ar his hairy and asaigans by !'4
delivering or mailing & 1eleane thoirot 1o the fosant, ur by placing » relenss thoreal of record In the couniy in which saud § s mitualed; therepon fessen shiall b
rehievest from nil suliequent obligntions, expirens ar fuplisd, of this sgreement ns (o the acrenxo so surrendared, sind thetenlter tha rentals pavable hegoumler shiall be h
reduced in tha proputtion that the arroaye coverad lietrty s roduced by ankd roleans or releasos,

——



12, Anything to the contrary noLw_thLandmg, it is agreed and understood that:

a. At the end of the primary Lcrm, or. at thn exp1r1L10n of opernljnn" SRV & !

Cor drilliny or reworking any well on the land covered by this lease S

or on land on which this land Ls pooled or unitized, whichever is the o

later date, Lessee must continue to drill wells on the above described e beros

leased premises or on land on which: this land is pooled or unitized RO
coat provided that operations Cor drilling. each well must be:commenced no ;
more than one hwundred twenty (120).days after completion of the last;. Muk ‘
well drilled. If at any time more than 120 days shall have elapsed... " oo
alter completion of such last well drilled,.and Lessee has not canncnccd o
operations for the drilling of a subscquent;well, then in rhat evenc,” ":;‘;‘“} ;"{;g'
chis lease shall terminate save and except as to the acreage dedicated
to said well(s) in accordance with.the. minimm spacing vules of “the va MLXiLO
'0il and Gas Conscrvation Commission.®: Time:saved between one well or: '
wells may be accumulated and used to extend the time between any other
pair of wells. Tessece shall desipnate the Acreage to be retained by _
instrument [iled Lo record in the counLy(Joq) named in this lease...Lesseedouts
shall incur no penalty lor Lailure !opdr111 amy well other than the
loss of this Tease except as to o u,h unit designated above or as to
each pwral_w on unit upon which’ thcm J.S a pmducmg well.
HETS T . ’ 4

- b, Should a hole be lost durlnn the proce 3s or dr:lllng of any of qald '
" wolls by reason of blowout, pr10510n ‘heaving shale, excessive pre squrc.f.f

mechanical difficultics, or any ather-cause heyond the 1onqonnb]n Ccontrolarmam
of Lessce,. then Lessce shall have the privilepe of drilling an "in -vvme o et
licu of" well provided that commencement of operations for the dullmp
of said "in licu of" well is within, thlrt:y (30) days after the : mndonmont.
of said prior well, ar:l when so drilled,#such "inliéu of" well will ...
;mcc:L Lhe wc_ll drn.llmg obllgat‘lonq herem prov1clcd as to such wc]l.

b o8 e o seAe

vt e e

i

-

c..lt is under-,tood and ap,rced LhaL the' complct_mn (latc of a wc'll .shnll"‘ ¢
be construed as the date on vhich the official potential test is Lakcn :

" for the New Mcxico 0il and Gas Conservation Cewmission, or the date o
on whlch such well is pluggcd if. the same. ls,n drv ho]e. :

1 At Lbn cxp11at10n of the prlmary tcrm hcreof or at such time as .
 this lease cxpires in part after owtcndmp same undler the drilling, .
LcworkLnr or continuous development provisions of this leasc, whichever ,
is the later date, this lease shall“terminate-as to all hor‘zcms ONE - vsmem sntsmamera?
hundred feet (100*%) bclow the decpcst produc1ng horizon in cach.33ac1ng Unlt.""*-'

e. Lessee shall notily Lessor of any asqlfmment of.' his léase and’ shall provu]
Lessor with a copy of such assmnment.v Lo ok

- T.» 4»- ; . '.nrv,. i »w.-wo»ﬂhnmw-w,,-mu,»
tfa

f. Royalties due under this Tease ‘;hdll bcym to l)e paid by thc_ first- nm.chnser -
within 60 days after first sales and 'shall, therdafter be paid monthly. . IE

royalties arc not so pmd Lhcy <hall .eamm mt.crest at thc rate. of 137 por astan b
annum until raid. TR VST SR

VS IR R

. Other provisions: 4““"

v (1) For the purpose ol calculaLlnb,roynlLy pnyman . hex Puudul,m
"market valuc'" shall include any monices received bv lessee’ ln" T
the form of tax rebates. . s S

13. Lessce aprees to notify Lessov when a test: well is spudded on the land covered by

this Lease or pooled therewith, and Lessee agrees o [urnlah Tassor . a, 100dL10n plnt
and drilling veport s with respeet: to each such well, - :

e’ . Ty
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0t MR}

( ' /' (‘ o~ (.,-/\' S ;k"‘-\‘..;
- 3?!_:5 v,

k. T. Anderson, LV, u]ao known as o ROPQF all income. ecarned b
Edmund T. Anderson, 1V, lnd:v1du1]]y B ~’thq Lease under the Estat:
and as Independent Exceutor and Trustee 1 7 of Edmund T.: Andersont III
under the Wills of Edmund 1. Anderson,, TIT,. '14\ 1.D. ,]7) 6.}0666& " ST
also known as E. T. Anderson, 111, Bdmund 1|
Anderson, and E. T'. Anderson; ‘and Lillian
Anderson, also kinown as Lillian bullln i

Andcrqon and LlllLun G.- Andcr on ;
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FORM OF ACKNOWLEDGMENT FOR CORPORATIONS -

THE STATE OF PEIEXAS ‘ .

: Lot oa, T 1 L .

T NEFOUE MR

(‘nunt\' of .. oo . r
n Notary Public in and for the County of N — ‘ . and State of Texas, oh thi.‘s (loj bcrsonnﬂy
nmwnn--l ______ . . — knewn lo mo to be the person :
whase e is subseribed (o the foregoing instrument as j— i i
w! PRSI o e 5 i PO '. ’, Tt a e me————

and e hlm\vlmlw «l 4o me that he exeeuted the snima fur llm pmpo-«w uml cnlwulu-mllun thervin expressed, and as the act nnd decd -

- . s
cely .. o PR ., .‘_‘:"

ol aaid . 0 i o L s . . - > ; — L
Cliven u.\-lu-r my hnnd and weal of office on this the ___..xlu,v T P S L R L - ‘ "A.D.19. | )
G :‘-r'k,ulx:,-,..-:4,_-,.} e e ) L N v

r~.n|nrv l’uhlu- in nud fnr .;_-..4_;_;__;_-Coont;. Toxns, . ©

. i e, \ .
' B P \‘1-‘4 PRARATCRTE LA S R . . - N
- s . e - - e :
I H
40 :

- SINGLI. ACKNOWLEDGMENT - S
THE CTATE O TEXAS } ~ o
COUNTY OF MIDLAND

The l'm:epomp, instrument was aclmowlcdrcd before me on rhe JQ;]J day of 'Julv BRI ,"‘ :
19 88 , by . T. Anderson, IV e

" PTEL Y L] e
FRINCES A. FLEMING e :
i ot S g g . -Notary ic.for the State otdlexas :
My Commissaion Capltes SepL. 30, 15 o ; Not:ary s Printed Name: 4-
: T S Notary s (‘onmlssion Expl.rcs. -30 88_ '
' 4. T 10 ‘ v ;>~ ‘

_'1HE STATE OF §EW MEXICO

- COUNTY OF
ek v LRTA AR PIES .‘..:'_‘t Gy . ?
Tho foxcgoug :mstruncnt was acknowlcdged before me’ this C T day of Mt i ) _
‘ PR . St cread D T s B 3
. Al Lt T T o S
- Notary xubllc in and for o .
. S . L . County New Maxico. . R
o o R SRR Notary s¢Printed Name: "~ .0 ® kv iwidia, 7
- ' " Notary's Comnission Expires: © 3
S o ' smcu: A(‘KNOWLI‘DGMI:NT'; LTy ' 3
JTHE STATE OF TEXAS _ : A e TS g
: S BI‘I‘ORI ML. thn undomu.ned auzhomy. on thu dny pouonally 5
“Countyof .. — e , ‘.'. B N T I TP o
appenred - - : ‘__. known to mo'tp bo tho Y
person__. whoso name_.. is/are subscribed to the foregoing instrument nnd nclmuwlcdrcd 1o mo llm"b.he/thcv jvxccn;tod tho same »' ;
for the purposes and consideration therein expressed. S e T . ' '\' (ﬁ"% e o
) oo i om0 Sl oy
(.wo.n utdder my hand and weal of office on thia the day of. R, R “ N
_ B T e d ! t]f\‘) o
oo .- S R -~ J [T . ~‘. ‘ :
Notary Public in and for “//y —County, Texas. -,
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GConsolidatod O & Gas, e,

March 1, 1994
Certified Mail
Return Receipt

Jerry L. Young & Donna M. Young
P.0. Box 421
Ignacio, Colorado 81137

Re: Federal 3&-6-9 #1 Well (7.158196%)
E/2 Section 9, T32N, ReW (&279.42 acres)
San Juan County, New Mexico

Dear Mr. & Mrs. Young:

Consolidated 0il & Gas, Inc. ("Consolidated”) acquired the
interest of Richmond Fetroleum Inc. ("Richmond") in the Federal
32-6-9 #1 Well, effective January 1, 1994, This well has been
shut—in since it was first drilled in 199@ and has yet to qualify
for the Internal Revenue Code Section 29 tax credit.
Consolidated is currently designing a gas gathering/water
disposal system which would eventually be extended southward from
Colorado to sewvvice the Federal #1 and other wells located along
the New Mexico border. We currently hope to have the well
completed, equipped and tied into the gathering system by October
1, 1994,

Our records indicate that youwr mineral interest (20 net acres/1z@
gross acres, located in the SW/4 NE/4, W/2 SE/4 of Section 9,
T3EZN, REW) was unleased at the time the well was Ffirst drilled
and that Richmond subsequently pooled your interest undey 0il
Conservation Division Order No. R-9233. We have no record as to
whether Richmond ever afforded you the opportunity to participate
and pay your share of expenses. Sections (7) & (1@) of Order No.
R-9233 read as follows:

(7) The operator is hereby authorized to withhold
the following costs and charges from production:

(R) The pro rata share of reasonable well costs
attributable to each non—-consenting working
interest owner who has not paid his share of
estimated well costs within 32 days from the date
the schedule of estimated well costs is furnished
to him.

(B) As a charge for the risk involved in the drilling
of the well, 1356 percent of the pro rata share of
reasonable well costs attributable to each non-
consenting working interest owner who has not paid
his share of estimated well costs within 3@ days
from the date the schedule of estimated well costs
is furnished to him.

410 17h Street, Suite 2300 « Denver, Colorado 80202
Telephone: (303) 893-1225  «  Facsimile: (303) 893-0946



Jerry L. Yaoung & Donna M. Young
FPage Two
March 1, 1994

(1@) Any unleased mineral interest shall be considered
a seven—eighths (7/8) working interest and a
one—eighth (1/8) royalty interest for the
purpose of allocating costs and charges under
the terms of this Order.

Due to the amount of time that has transpired since the well was
first drilled, Consolidated plans to file an application with the
0il Conservation Division to have the Orders validated and
amended to name Consolidated as operator.

In an effort to avoid a further pooling of yowr interest by the
0il Conservation Division, Consolidated hereby offers you the
option of 1) participating in the well for vyouwr proportionate
working interest, or &) leasing your interest to Consolidated on
the following basis:

A) Frimary lease tevm of one (1) year,
B) Royalty of 204, proportionately reduced,
) Bonus consideration of $60,28 per net acre.

It is Consolidated's contention that your election to participate
would first require you to reimburse Consolidated for your
proportionate share of the costs already incwrred in drilling the
well. The total cost of drilling the well was $139,748.88 which,
when multiplied by your participating interest of 7.158196%,
would mean a reimbursement to Consolidated of $1@, a3, 5@,
Richmond?s detailed cost summary is enclosed for your review.
Consolidated’'s AFE and well prognosis for the next phase of
completion work is also enclosed.

FPlease notify Consolidated of your election to either lease or
participate on or before March 18, 1994, by following the
procedures described below and using the enclosed self-addressed,
stamped envelope:

1 To indicate youwr election to lease wunder the aforementioned
terms, please sign below and retuwrn one original of this letter
to Consolidated. Consolidated will provide you with a lease for
execution within one (1) week of our receipt.



Jervy .. Young & Donna M. Young
Fage Three
March 1, 1994

2) To indicate your election to participate, please sign the AFE

and retwn one original along with a check, made

Consolidated 0il & Gas, Inc., for $13,324.93 to cover
expenses and the estimated cost of the work to be performed

the AFE.
Sincerely,
e e a
Fhilip G. Wood
Land Manager
PGW:1lm

enclosures

I/WE ELECT TO LEASE UNDER THE AFOREMENTIONED TERMS.

BY: BY:

Jerry L. Young Donna M. Young

DATE: DAV :

. gENIgER Complete items 1 and 2 when additional services are desired, and complete items
an
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Gonsolidated Ol & Sas, ne.

March 1, 1994
Certified Mail
Retutrn Receipt

Mr. Manuel A. Rodrique:z
9295 5. Kalil Drive
Scottsdale, Arizona 85260

Re: Carnes 32-6—11 #1 Well (4. 187@27%)
5/7& Section 11, T3EN, ReW (32@.00 acres)
San Juan County, New Mexico

Dear Mr. Rodriquez:

Consolidated 0il & Gas, Inc. ("Consolidated") acquired the
interest of Richmond Petroleum Inc. ("Richmond") in the Carnes
32~-6-11 #1 Well, effective January 1, 1994, This well has been
shut—in since it was first drilled in 1992 and has yet to gqualify
for the Internal Revenue Code Section 29 tax credit.
Consolidated is currently designing a gas gathering/water
disposal system which would eventually be extended southward from
Colorado to service the Carnes #1 and other wells located along

the New Mexico border. We currently hope to bave the well
completed, equipped and tied into the gathering system by October
1, 1994,

Our records indicate that your mineral interest (1.1969 net
acres/2. 3939 gross acres, located in the SW/4 SW/4 NW/4 SW/4 of
Section 11, T3&N, R6W) was leased at the time the well wag first
drilled but that the lease has since expired and is no longer in
effect. Prior to drilling, Richmond had pooled all non-
participating and unleased interests wunder 0il Conservation
Division Order No. R—-9179. Sections (7)) & (1@) of Owvder No. R-
9179 read as follows:

(7) The operator is hereby authorized to withhold
the following costs and charges from production:

(A) The pro rata share of reasonable well costs
attributable to each non—-consenting working
interest owner who has not paid his share of
estimated well costs within 30 days from the date
the schedule of estimated well costs is furnished
to him.

(B} As a charge for the risk involved in the drilling
of the well, 1536 percent of the pro rata share of
reasonable well costs attributable to each non-
consenting working interest owner who has not paid
his share of estimated well costs within 30 days
from the date the schedule of estimated well costs
is furnished to him.

410 17th Street, Suite 2300 + Denver, Colorado 80202
Telephone: (303) 893-1225  «  Facsimile: (303) 893-0946



Mr. Manuel A. Rodriguez
March 1, 1994
Fage Two

(13) Any unleased mineral interest shall be considered
a seven—eighths (7/8) working interest and a
one—eighth (1/8) royalty interest for the
purpose of allocating costs and charges under
the terms of this Order.

Due to the amount of time that has transpired since the well was
first drilled, Consolidated plans to file an application with the
0il Conservation Divigsion to have the Orders validated and
amended to name Consolidated as operator.

In an effort to avoid the compulsory pooling of your interest by
the O0il Conservation Division, Consolidated hereby offers you
the option of 1) participating in the well for your proportionate
working interest, or &) leasing youwr interest to Conseolidated on
the following basis:

A) Frimary lease term of one (1) year,
B) Royalty of 2@%, proportionately reduced,
C) Bonus consideration of $6W.0@ per net acre.

It is Consolidated’s contention that your election to participate
would first require you to reimburse Consolidated for your
proportionate share of the costs already incuwrred in drilling the
well., The total cost of drilling the well was $224,616.72 which,
when multiplied by your participating interest of @.187027%,
would mean a reimbursement to Consolidated of $42@.©9. Richmond’s
detailed cost SUMmMAary is enclosed for your review.
Consolidated’s AFE and well prognosis for the next phase of
completion work is also enclosed.

Flease notify Consolidated of your election to either lease or
participate on or before March 18, 1994, by following the
procedures described below and using the enclosed self—addressed,
stamped envelope:

1) To indicate your election to lease under the aforementioned
terms, please sign below and return one original of this letter
to Consolidated. Consolidated will provide you with a lease for
execution within one (1) week of our receipt.



M. Manuel A. Rodriquez
March 1, 1994
Fage Three

2) To indicate your election to participate, please sign the AFE
and retuwurn one oripginal along with a check, made out to
Consolidated 0il & Gas, Inc., for $466.57 to cover past expenses
and the estimated cost of the work to be performed under the AFE.

Sincerely,

FPhilip G. Wood
Land Manager

PGW:1m
enclosures

I/JWE ELECT 70 LEASE UNDER THE AFOREMENTIONED TERMS.

BY:

Manuel A. Rodriquez

DATE :
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Gonsolvdated Oil & Sas, ne.

March 1, 1994
Certified Mail
Return Receipt

Mr. Richard G. Clark
9295 5. Kalil Drive
Scottsdale, Arizona 85268

Re: Carnes 32-6-11 #1 Well (2. 187@27%)
S5/2 Section 11, T3EN, ReW (322,32 acres)
San Juan County, New Mexico

Dear Mr. Clark:

Consolidated 01l & Gas, Inc. ("Consolidated"”) acquired the
interest of Richmond Fetroleum Inc. ("Richmond") in the Carnes
32~-6—11 #1 Well, effective January 1, 1994, This well has been
shut—in since it was first drilled in 199@ and has yet to qualify
for the Internal Revenue Code Section 29 tax credit.
Consolidated 1is currently designing a nas gathering/water
disposal system which would eventually be extended southward from
Colorado to service the Carnes #1 and other wells located along
the New Mexico border. We currently hope to have the well
completed, equipped and tied into the gathering system by October
1, 1994,

Our records indicate that your mineral interest (1. 1969 net
acres/Z. 3939 gross acres, located in the SW/4 SW/4 NW/4 SW/4 of
Section 11, T32N, R6W) was leased at the time the well was first
drilled but that the lease has since expired and is no longer in
effect. Frior to drilling, Richmond had pooled all non-
participating and wunleased interests under 0il Conservation
Division Order No. R-9179. Sections (7) & (1@) of Order No. R-
9179 read as follows:

(7) The operator is hereby authorized to withhold
the following costs and charges from productions

(A) The pro rata share of reasonable well costs
attributable to each non—consenting working
interest owner who has not paid his share of
estimated well costs within 3@ days from the date
the schedule of estimated well costs is furnished
to him.

(B) As a charge for the risk involved in the drilling
of the well, 156 percent of the pro rata share of
reasonable well costs attributable to each non-
consenting working interest owner who bas not paid
his share of estimated well costs within 30 days
from the date the schedule of estimated well costs
is furnished to him.

410 17th Street, Suite 2300 + Denver, Colorado 80202
Telephone: (303) 893-1225  « Facsimile: (303) R93-0946



Mr. Richard G. Clark
March 1, 1994
Fage Two

(1?) Any unleased mineral interest shall be considered
a seven—eighths (7/8) working interest and a
one—eighth (1/8) royalty interest for the
purpose of allocating costs and charges under
the terms of this Order.

Due to the amount of time that has transpired since the well was
first drilled, Consolidated plans to file an application with the
0il Conservation Division to have the Orders validated and
amended to name Consolidated as operator.

In an effort to avoid the compulsory poocling of your interest by
the 0il Conservation Division, Consolidated hereby offers you
the option of 1) participating in the well for your praportionate
working interest, or &) leasing your interest to Consolidated on
the following basis:

A) Primary lease term of one (1) year,
B) Royalty of z@%4, proportionately reduced,
C) Bonus consideration of $6@0.02 per net acre.

It is Consolidated?’s contention that your election to participate
would first require you to reimburse Consolidated for your
proportionate share of the costs already incurred in drilling the
well. The total cost of drilling the well was $224,616.72 which,
when multiplied by your participating interest of ©@.187227%,
would mean a reimbursement to Consolidated of $420.@9. Richmond®s
detailed cost summary is enclosed for your review.
Consolidated’s AFE and well prognosis for the next phase of
completion work is also enclosed.

Flease notify Consolidated of your election to either lease or
participate on or before March 18, 1994, by following the
procedures described below and using the enclosed self-addressed,
stamped envelope:

1) To indicate your election to lease under the aforementioned
terms, please sign below and retuwrn one original of this letter
to Consolidated. Consolidated will provide you with a lease for
execution within one (1) week of our receipt.



Myr. Richard G. Clark
March 1, 1994
Fage Three

2) To indicate your election to participate, please sign the AFE
and retuwn one original along with a check, made out +to
Consolidated 0il & Gas, Inc., for $466.57 to cover past expenses
and the estimated cost of the work to be performed under the AFE.

Sincerely,

Philip 6. Wood
Land Manager

FGW:1m
enclosures

I/WE ELECT TO LEASE UNDER THE AFODREMENTIONED TERMS.

BY:

Richard G. Clark

DATE:
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