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' STATE OF NEW MEXICO
ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT
OIL CONSERVATION DIVISION

IN THE MATTER OF THE HEARING CALLED
BY THE OIL CONSERVATION DIVISION FOR
THE PURPOSE OF CONSIDERING:

APPLICATION OF JTD RESOURCES, LLC FOR

COMPULSORY POOLING, LEA COUNTY, NEW
MEXICO. Case No. 14,702

VYERIFIED STATEMENT OF DAN M. LEONARD

Dan M, Leonard, being duly sworn upon his oath, deposes and states:

1. I am the Managing Member of JTD Resources, LLC, and am a petroleum
landman by protfession. I have personal knowledge of the matters stated herein.

2. Pursuant to Division Rule NMAC 19.15.4.12. A(1)(b), the following information
is submitted in support of the application filed herein:

(a) No opposition 1o this application is expected because the unleascd mineral intercst
owners being pooled have not responded to leasc otfers or well proposals, or cannot be
located. ' ’

(b) A plat outlining the spacing unit being pooled is attached hereto as Exhibit A.
Applicant seeks an order pooling all mineral interests from the surfacc to the base ot the
Abo formation underlying the NE/4SW/4 of Section 4, Township 20 South, Range 38
East, NMPM. to form a standard 40-acre oil spacing and proration unit for any and all
formations or pools developed on 40-acre spacing within that vertical extent. The unit is
to be dedicated to the Collins Heirs Well No. 1, to be located at an orthodox location in
the NE/4SW/4 of Section 4.

Mineral ownership in the well unit is common as to the depths being poeoled.

() The locatable parties being pooled, their interests in the well unit, and their
addresses. arc as follows:

Joseph Farless | 0.10376%

1602 Lundy SW
Albuquerque, NM 87105

Oil Conservation Division

Case No.
Exhibit Na_’_*



Kevin Ahlgrim 0.07782%
No. 2 Road 3007
Aztec, NM 87410 -

Randy Ahlgrim 0.07782%
No. 2 Road 3007
Aztec, NM 87410

Kathleen Ahlgrim Reynolds 0.07782%
554 West 1425 North
Cedar City, Utah 84721

These addresscs are current and correct.

(d)  Copies of the lcasc requests and well proposal letters sent to the locatable owners,
together with information on telephone and/or e-mail contacts, is attached hercto as
Exhibits B-1 (Joseph Farless), B-2 (Kevin Ahlgrim), B-3 (Randy Ahlgrim), and B-4
(Kathleen Ahlgrim Reynolds).

(c) In addition, we seck to force pool the following persons or their unknown heirs:

William V. Farless, deceased Unknown %
William E. Farless, deceased - Unknown %
Charlene Ahlgrim, deccased Unknown %
Vernon McKinney, deceased Unknown %
Timothy Ahlgrim, deceased Unknown %
Vernell Fenn, address unknown 0.41503900%

Male child of William V. Farless and
Edna Condo, address unknown 0.41503900%

These persons are all related, and we have had numerous contacts with family members
trying to form a family tree to determine all heirs. Howcver, some of the above persons
reportedly have had multiple marriages or out-of-wedlock children, and the heirs were
not forthcoming with complete family information. We have conducted probate
searches, internet searches, and telephone scarches, and have been unable to determine
with accuracy all such heirs or their whercabouts. A summary of our efforts to locate
these persons is attached hereto as Exhibit C.

(D JTD Resources, LLC has made a good faith cffort to obtain the voluntary joinder
of the uncommutted interest owner in the well, or to locate all parties 1o be pooled.



(g)  Pursuant 10 Division rules, applicant requests that a 200% risk charge be assessed
against a non-consenting interest owner.

(h) A copy of the Authority for Expenditure for the proposed well is attached hereto
as Exhibit D. The drilling and completion costs set forth therein are fair and reasonable,
and are comparable to those of other wells of this depth drilled in this arca of .ea County.

1 Overhead charges of $4,500.00/month for a drilling well, and $450.00/month for
a producing well, are requested. These rates are fair and reasonable, and arc in line with
rates charged by other operators in this area for wells of this depth. Applicant requests
that the rates be adjusted under the COPAS accounting procedure.

k) Applicant requests that Primero Operating, Inc. be designated operator of the
well.

VERIFICATION

STATE OF TEXAS )
) ss.
COUNTY OF MIDLAND )

Dan M. Leonard, being duly sworn upon his oath, deposes and states that: He 1s the
Managing Member of ITD Resources, LLC; he is authorized to make this verification on its
behalf; he has read the Joregoing statement, and knows the contents thereof;, and the same is truc
and correct to the best of his knowledge, information, and belief.\

ot S /.

Dan M. Lconardw

SUBSCRIBED AND SWORN TO before me thi5 day of August, 2011 by Dan
M. Leonard.

ary Public

My Comnission Expires:mrd’)\ al ;,;O 13
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DISTRICT | 1
1625 N FRENCH DR , HOBUS, NM 88240 State OfNeW MCXICO

Form C-102
Rewvised July 16,2010

. Energy, Minerals & Natural Resources Department
DISTRICT 1l , Submut to Appropniate
130t W. GRAND AVENUE, ARTESIA, NM 88210 OIL CONSERVATION DIVISION H _ District Office
DISTRICT i1 . ]
1000 RIO BRAZOS RD, AZTEC, NM 87410 1220 South St. Francis Dr. OBBSQC@
DISTRICT IV Santa Fe, New Mexico 87505 . DAMENDED REPORT
11885 S. ST. FRANCIS DR , SANTA FE, NM 87505 JUN 2 7 2014
WELL LOCATION AND ACREAGE DEDICATION PLAT
AP1 Number Pool Code w'\« \oCa T m%
ID-025- U T3 q47 7 714 MREE . ARO,
Property Code Property Name Well Number
33674 COLLINS HEIRS 1
OGRID No. Operator Name Elevation
ol8loo PRIMERO OPERATING 3577
Surface Location
UL or lot No. Section Township Range Lot ldn Feet from the North/South line Fect from the East/West line County
K 4 20-S 38-E 1650 SOUTH 1700 WEST LEA
Bottom Hole Location If Different From Surface
UL or {ot No. Section Township Range Lot ldn Feet from the Nort/South line Feet from the East/West line County
Dedicated Acres Jownt or Infill Consohdation Code Order No

0

NO ALLOWABLE WILL BE ASSIGNED TO THIS COMPLETION UNTIL ALL INTERESTS HAVE BEEN CONSOLIDATED OR A NON-STANDARD UNIT HAS BEEN APPROVED BY THE DIVIS!

®

LOT 4 [ LOT 3 ] Yoot 2 ! LOT 1

that this organszation esther owns

proposed bottomn hole location or
well at this | ioa

OPERATOR CERTIFICATION ‘I

' 1 hicrehy cextify that the wformation herein is true and
l complete (o the best of my knowledge and belief, and

unleased minera! interest w the land including the

8 working interest or

has a right to drill tus
with an owner

of such mucrel or working uuc:u!. or to a voluntary

g order

ora
l l 3990 AC bmmfom entered by the d:vmon

4006 AC 40 00 AC l 39 96 AC.

Stgnature

i e e Ve S
T

Date

Printed Name

|
| | Pacces Lo te
| PLOIV € 21 AN ETL ol

E-mail Address

= o — — — | — — — -

| NAD 27 NME

SURFACE [ OCATION
' Y=5837481 N

1 bereby certify that the well locauon shown on thus plat
was plotted from feld notes of actual surveys made by
mec or under my supervision, and that the same 1s true
and correct 10 the best of my behef

JUNE 13, 2011

// GEODETIC COORDINATES SURVEYOR CERTIFICATION

X=862530.6 £
< 00 0 LAT.=32599312" N
"\l LONG.=103 156174 W

Date of Surygys- sy
S\gnaxuw& Peds ;

\N
e@

Mg,
*o

1650

1dson 12641
fid) Eidson 3239




Sent 2 offer letters to Joseph Farless and called him on the following dates:

4/21/09
3/19/09
2/14/09

2/12/09
1/13/09
1/12/09

Talked with his sister, Brandy Farless and she said she would talk to him and have him
call me. Left messages on his answering machine each time, but have not talked with
him. Also talked with Brandy in 2011 and she said she would have Joseph call - he
never called.

B
EXHIBIT



JTD RESOURCES, LLC
P.O. Box 3422
Midland, Texas 79702

OIL AND GAS INVESTMENT (432) 682-3712  OFFICE
(432) 682-8652 FAX
April 13,2011 ‘

Mr. Joseph Farless
1602 Lundy SW
Albuquerque, New Mexico 87105

RE. Ol and Gas Top Lease
T-20-S, R-38-E
SE/4 NW/4; SW/4 NE/M4, NW/4 SE/M4 &
Nis/4 SW/4 of Section 4
Lea County, New Mexico

Dear Mr Farless:

The Deed Records of Lea County, New Mexico indicate that you own an undivided .103759765% nuneral
interest under the captioned tracts of land, being 166015625 nct mineral acres, more or less. As we discussed, JTD
Resources would like to acquire a lease covering your minerals,

Accordingly, please find enclosed an Qit and Gas Lease dated April 13, 2011 between you, as Lessor, and
JTD Resources, LLC, as Lessee covering your interest in the captioned lands.

JTD Resources, LLC offers the following terms and conditions: $127.00 per acre bonus consideration and
prepaid delay rental and onc-sixth (1/6) royalty (or the three (3) year paid up lease. The form of the lease isa
Producers 1988, New Mexico Form 342P, Paid-Up.

We have taken the liberty of preparing the Oil and Gas Lease for your consideration. Should the lease meet
with your satisfaction, please execute the lease in the presence of a Notary Public, have your signature properly
acknowledged, and mail 1t back to us  Upon receipt of your exccuted lease, we will forward you a check in the
amount of $21.09. :

Please do not hesitate to call if you have any guestions concerning this transaction Thanks very much for
your prompt handling of the Lease.

Very truly yours,

JTD Rgsources, LLC

, \ ’/\b,a( ;:. .‘ t :l’- 'a‘,::/\{,.'
Elizabeth’B. Leonard



Producer's 88-Producer's Rev. 1981 New Mexico Form 342P, Paid-up

OIL & GAS LEASE

THIS AGREEMENT, made this 13 day of April, 2011, between Joseph Farless, dealing in his sole and

separate property, of 1602 Lundy SW, Afbuquerque, New Mexico 871035, herein called Lessor (whether one or
more), and JTD RESOURCES, LLC, of P.O. Box 3422, Midland, Tcxas 79702, Lessee,

1. Lessor, in consideration of Ten and Other Dollars 1n hand paid, receipt of which is hereby acknowledged. and of
the agreements of the lessee herein contained, hereby grants, leases and lets exclusively unto Lessee for the purpose
of investigating, exploring, prospecting, drilling and operauing for and producing oil and gas, injecting gas, waters,
other flurds, and arwr into subsurface strata, laymng pipe lines, storing oil, bwlding 1anks, roadways. telephone lines
and other structures and things thereon to produce, save, take care of, treat. process, store and thansport said

minerals, the following described land in Lea County. New Mexico, hereinafter referred to as "said land" or “the
land", to-wit !

T-20-S, R-38-E, N M.P.M,
Sec 4- SE/4NW/4, SW/4NE/4, NW/4SE/4 and NE/4SW/4

Said land is estimated to comprise 160 acres, whether it actually comprises more or iess

2 Subject to the other provisions herein contained, this lease shall remain in force for « lerm of three (3) vears from
the date first written heremabove, (called “primary term™) and us long thereafter as oil o1 gay is produced from said
land or from tand with which said land is poaled

3 The royalties to be paid by Lessee are. ) on oil, and other liquid hydrocarbons saved at the well, one-sixth (1/6)
of that produced and saved from said land, same 1o be delivered at the wells or to the credit of Lessor in the pipeline
to which the wells may be connecied; &) on gas. casinghiead gas or other gaseous substance produced from said fand
and used off the premises or used in the manufacture of gasoline or other pruducts, the market value at the well of
one-sixth (1/6) of the gas used, provided that on gas sold on or off the premises. the royaliies shall be one-sixth (1/6)
of the amount realized from such sale, ¢) and at any time when this lease is not validated by other provisions hereof
and there is a gas and/or condensate well an said land, or land pooled therewith, but gas or condensate is not being
sold or used and such well is shut-in, either before or after production therefrom, then on or before 90 days afier said
well is shut-in, and thereafler at annual intervals, Lessee may pay or tender an advance shut-in royalty equal to $1.00
per net acie of Lessor's gas acreage then held under this Iease by the party making such payment or tender, and so
long as shut-in royalty is paid or tendered, this lease shall not terminate and it shall be considered under all clauses
hereof that gas is being produced from the leased premuses in paying quantities LEach payment shall be paid or
tendered to the party or parties who at the time of such payment would be entitled to receive the royalties which
would be paid under this lease if the well wete n fact producing. The payment or tender of royalties and shut-in
royalties may be made by check or draft  Any timely payment or tender of shut-in 10yaity which 1s made in a bona
fide attempt to make proper payment, but which is erroneous in whole or in part as to parties or amounts, shall
nevertheless be sufficient to prevent termination of this lease in the same manner as though a proper payment had
been made if Lessee shall correct such error within thirty (30) days after Lessee has received written notice thereof
by certified mail from the party or parties entitled to receive payment together with such written instruments (or
certificd copies thereof) as are necessary to enable Lessee to make proper payment. The amount realized from the
sale of gas on or off the premises shall be the price established by the gas sales contract entered nto in good faith by
Lessce and gas purchaser for such term and under such conditions as arc customary in the industry. "Price” shall
mean the net amount recewved by Lessee afler giving cffect to applicable regulatory orders and afer application of
any applicable price adjustments specified in such contract or regulatory orders. In the event Lessec compresses,
treats, purifics, or dehydrates such gas (whether on or off the leased premises) or transports gas ofT the leased
premises, Lessee 1n computing royalty hereunder may deduct from such price a reasonable charge for each of the
functions performed.

4 This is a paid-up lease and Lessce shall not be obligated during the primary term hereof to commence any
operations of whatsoever character or to make any payments hereunder 1 order to maintain this lease in force
during the primary term, however, this provision is not intended to 1elieve Lessee of the obligation to pay royalties
on actual production pursuant lo the provisions of Paragraph 3 hereof

S. Lessee is hereby granted the right and power, from ime to time, to pool or combine this lease, the land covered
by 1t or any part or horizon thereof with any other land, leases, mineral estates or parts thereof for the production of
oil or gas. Units pooled hereunder shall not exceed the standard proration unit fixed by law or by the Oil
Conservation Division of the Energy and Minerals Departiment of the State of New Mexico or by any other lawful
authonty for the pool or area in which said land 1s situated, plus a tolerance of ten percent. Lessee shall file wntten
umit designations in the county in which the premises are located and such units may be designated from time to
time and either before or after the completion of wells. Drilling opuiations on or production from any part of any
such unit shall be considercd for all purposes, except the payment of royalty, as operations conducted upon or
production fiom the land described n this lease. There shal] be atlocated to the land covered by this lease ncluded



in any such unit that portion of the total production of pooled minerals from wells in the unit, after deducting any
used 1n lease or unit operations, which the net o1l or gas acreage in the land covered by this lease included in the unit
bears to the total number of surface acres in the unit The production so allocated shall be considered for all
purposes, including the payment or delivery of royalty, to be the entue production of pooled minerals from the
portion of said Jand covered hereby and inctuded in said umt i the same manner as though production from said
land under the terms of this lease. Any pooled unit designated by lessec, as provided herein, may be dissolved by
lessee by recording an appropriate instrument in the County where the land is situated at any time after completion
of a dry hole or the cessation of production on said unit.

6. If at the expiration of the primary term there is no well upon said land capable of producing oil or gas, but Lessce
has commenced operations for drilling or reworking thereon, this tease shall remain in force sa long as operations
are prosecuted with no cessation of more than 60 consecutive days, whether such operations be on the same well or
on a different or additional well or wells, and 1f they result in the production of oil or gas, so long thercafter as oil or
gas is produced fiom said land. if. after the expiration of the pritnary term, alt wells upon said land should become
incapable of producing from any cause, this lease shall not terminate if Lessec commences operations for additional
drilling or for re-working within 60 days thereafter If any driiling, addstional drilling, or re-working operations

hereunder result in production, then this lease shall remain in full force so long thereafter as otl or gas is produced
hereunder.

7. Lessee shall have the free use of o1l, gas and water fiom said land, except warer from Lessor's wells and tanks,
for all operations hereunder, and the royalty shall be computed after deducting any so used. Lessee shall have the
tight at any ume during or after the expiration of this lease to remove all property and fixtures placed by Lessee on
said land, including the right to draw and remove all casing. When required by Lessor, Lessec wil} bury all
pipelines on culuvated lands below ordinary plow depth, and no well shall be drilled within two hundred feet (200
ft ) of any residence or barn now on said land without Lessor's consent,

8 The night of either party hereunder may be assigned in whaole or in part and the provisions hereof shall extend to
the heirs, executors, administrators, successors and assigns, but no change n the ownership of the land or in the
ownership of, or rights to receive, royaliies or shut-in royalties, however accomplished shall operate to enlarge the
obligations or diminish the rights of Lessee, and no such change or division shall be binding upon Lessee for any
purpose until 30 days after Lessec has been furnished by certified mail at Lessee's principal place of business with
acceptable instruments or certified copies thereof constituting the chain of title from the original Lessor. If any such
change in ownership occurs through the death of the owner, Lessce may, at its option, pay or tender royalties or
shut-in royalties in the name of the deceased or to lus estate or to his hens, executor or admunistrator until such time
as l.essee has been furnished with evidence satisfactory to Lessee as to the persons entitled to such sums  An
assignment of thus lease i whole or in part shall, to the exiemt of such assignment, relicve and discharge Lessee of
any ubligations hereunder and, 1f Lessee or assignee of part or pans hereof shall fail ar make default in the payment
of the proportionate part of royalty or shut-in royalty due from such Lessee or assignee or [ail to comply with any of
the provisions of this lease, such default shall not affect this lease insofar as it cuvery a part of sad lands upon which
Lessee or any assignec thereof shall properly comply or make such payments.

9. Should Lessee be prevented from complying with any express or implied covenant of this lease. or from
conducting drilling or 1e-working operations hereunder, or from producing oil or gas hereunder by reason of scarcity
or mability to obtain or use equipment or materials, or by operation of force majeure, or by any Federal or state law
or order, rule or regulation of governmental authority, then while so prevented, Lessce's duty shall be suspended and
Lessec shall not be liable for failure to comply therewith, and this lease shall be extended while and so long as
Lessee is prevented by any such cause from conducting drilling or re-working operations or frotn producing otl or
gas hereunder, and the time while Lessee is so prevented shall not be counted against Lessee, anything in this lease
10 the contrary notwithstanding

10. Lessor hereby warrants and agrees to defend the title to said land and agrees that Lessee at its option may
discharge any tax, mortgage or other lien upon said land, and in the event Lessee does so 1t shall be subrogated to
such lien with the night to enforce same and to apply royalties and shut-in royalties payable hereunder toward
satisfying same  Without impairment of Lessce's rights under the warranty, if this lease covers a less interest in the
oil or gas in all or any part of said land the entire and undivided fee simple estate (whether Lessor's interest is heremn
specified or not) then the 1oyalties, shut-in royalty, and other payments, 1f any, aceruing [rom any part as to which
this lease covers less than such full interest, shall be paid only in the ptoportion which the interest therem, if any,
covered by this lease, bears to the whole and undivided fee simple estate therein  Should any one or more of the
parties named above as Lessors fail to execute this lease, it shall nevertheless be binding upon the party or parties
cxecuting the same

11 Lessee, its or his successors, heirs and assigns, shall have the right at any time to surrender this lease, in whole
or in pan, to Lessor or his heirs, successors and assigns by delivering or mailing a rcleasc thercof to the Lessor, or
by placing a release thercof of record in the county in which said land is situated; thereupon Lessce shail be relieved
from all obligations, expressed or implied, of this agreement as to acreage s0 swrendered, and thercafter the shut-in
royalty payable hereunder shall be reduced in the proportion that the acreage covered hereby s reduced by sad
release or releases
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12. Whenever used in this lease the word “operations™ shall mean operations for and any of the following: drilling,

testing, completing, reworking, recompleting, deepening, plugging back or repairing of a well in search for or in an
endeavor 10 obtain production of oil, or gas, or production of oil or gas, whether or not in paying quantities.

N WITNESS WHEREOF, this instrument is exgcuted on the date first above writteq,

Joscph Farless, dealing 1n hus sole and separate property

AEREEERLREERREFEREEI ALK R AR A TR N RN Bk d kR kp

ACKNOWLEDGMENTS
STATE OF NEW MEXICO }
COUNTY OF }}
This instrument was acknowledged before me on this day of R

2011, by Joseph Farless

Notary Public in and for the State of New Mexico
Notary's Printed Name: __ . -
My Commission Expires.
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JTD RESOURCES, LLC
P.O. Box 3422
Midland, Texas 79702

OIL AND GAS INVESTMENT (432) 682-3712 OFFICE
(4732) 682-8652  FAX
Janvary 13, 2009

Mr. Joscph Failess
1602 Lundy SW
Albuquerque, New Mexico 87105

Riii Oil and Gas Top Lease
T-20-S, R-38-F
SE/A4 NW/4;, SW/4 NE/4, NW/4 SE/4 &
NLE/4 SW/4 of Section 4
Lea County, New Mexico

Decar Mt Tarless

The Deed Records of Lea County, New Mexico indicate that yon own an undivided .103759765% mineral
interest undes the captioned tracts of Jand, being 166015625 net mineral acres, more or less. As we discussed, JTD
Resources would like to acquire a lease covering your mincrals

Accordingly, please find cnclosed an Oil and Gas Lease dated Apnil 13, 2011 between you, as Lessor, and
JTD Resources, LLC, as Lessee covering your interest in the captioned lands

JTD Resources, LLLC offers the following terms and conditions. $127.00 per acre bonus consideration and
prepaid delay rental and one-sixth (1/6) royalty for the three (3) year paid up lease, The form of the lease is a
Producers 1988, New Mexico Form 342P, Paid-Up

We have taken the liberty of preparing the Oil and Gas Lease for your consideration. Should the lease meet
with your satisfaction, please exccute the lease in the presence of @ Notary Public, have your signature properly
acknowledged, and mail it back 10 us. Upon receipt of your exccuted lease, we will forward you a check in the
amount of $21 09.

Pleasc do not hesitate 1o call if you have any questions concerning this transaction. Thanks very much for
your prompt handling of the Lease.

Very truly yowrs,
JTD Resources, LLC

574

Elizabeth B, Leonard



Producer's 88-Producer's Rev 1981 New Mcxico Form 342P, Paid-up

OIL & GAS LEASE

THIS AGREEMENT, made this 13% January, 2009, between Joseph Farless, dealing in his sole and separate

property, of 1602 Lundy SW, Albuquerque, New Mexico 87105, hercin called Lessor (whether one or morc), and
JTD RESOURCES, LLC, of P.O. Box 3422, Midland, Texas 79702, Lessee

1 Lessor, in consideration of Ten and Other Dollars in hand paid, receipt of which is hereby acknowledged, and of
the agreements of the lessee herein contained, hereby grants, leases and lets exclusively unto Lessee for the purpose
of investigating, exploring, prospecting, drilling and operating lor and producing oil and gas, injecting gas, waters,
other fluids, and air into subsurface strata, faying pipe lines, storng oil, building tanks, roadways, telephone lincs
and other structures and things thereon to produce, save, take care of, treat, process, store and transport said
minerals, the following described land in Lea County, New Mexico, hereinafter referred 10 as "said land” or "the
land", to-wit,

T-20-S, R-38-E, N.M.P M.
Sec 4. GE/aNW/4, SW/4NE/4, NW/ASE/4 and NE/4SW/4

Said land is estimated to comprise 160 acres, whether it actually comprises more or less.

2. Subject to the other provisions herein contained, thus lcase shall remain in force for a term of three (3) years from
November 9, 2009, (called "primary term") and as tong thereafler as o1l or gas 15 produced from said land or from
land with which said land is pooled.

3. The royalties to be paid by Lessee are. a) on oil, and other liquid hydrocarbons saved at the well, one-sixth (1/6)
of that produced and saved from said land, same to be delivered at the wells or to the credit of Lessor i the pipeline
to which the wells may be connected, b) on gas, casinghead gas or other gascous substance produced from said land
and used off the premises or used in the manufacture of gasoline or other products, the market value at the well of
one-sixth (1/6) of the gas used. provided that on gas sold on or off the premises, the royalties shall be onc-sixth (1/6)
of the amount realized from such sale; ¢) and at any time when this lease is not validated by other provisions hereof
and there is a gas and/or condensate well on said land, or land pooled therewith, but gas or condensate 1s not being
sold or used and such well 1s shut-in, either before or after production therefrom, then on or before 90 days after said
well is shut-in, and thereafter at annual intervals, l.essee may pay or tender an advance shut-in royalty equal to $1.00
per net acre of Lessor's gas acreage then held under this lease by the party making such payment or tender, and so
fong as shut-in royalty is paid or tendered, this lcase shall not terminate and it shall be considered under all clauses
hereof that gas is being produced from the leased premises in paying quantities. Each payment shall be paid or
tendered to the party or parties who at the time of such payment would be entitled to receive the royalties which
would be paid under this lease if the well were in fact producing The payment or tender of royalties and shut-in
royalties may be made by check or diaft. Any timely payment or tender of shut-in royalty which is made in a bona
fide attempt to make proper payment, but which is crroncous in whole or in part as to parties or amounts, shall
nevertheless be sufficient to prevent termination of this lease in the same manner as though a proper payment had
been made if Lessce shall correct such error within thirty (30) days after Lessee has received written notice thercof’
by certified mail from the party or parties entitled to receive payment together with such witten instruments (or
certified copies thereof) as are necessary to enable Lessee to tnake proper payment. The amount realized from the
sale of gas on or off the premises shall be the price cstablished by the gas sales contract entered into in good faith by
Lessee and gas purchaser for such term and under such conditions as are customary in the industry. “Price" shall
mean the net amount reccived by Lessec after giving effect to applicable tegulatory orders and after application of
any applicable price adjustments specified in such contract or regulatory orders 1In the event Lessee compresses,
treats, purifies, or dehydrates such gas (whether on or off the leased premises) or transports gas off the leased
premises, Lessee in computing royalty hereunder may deduct from such price a rcasonable charge for cach of the
funchons performed.

4. This is a paid-up lease and Lessee shall not be obligated during the primary term hercof to commence any
operations of whatsoever character or to make any payments hereunder in order to maintain this lease in force
during the primary term; however, this provision is not intended to relicve Lessce of the obligation to pay royalties
on actual production pursuant to the provisions of Paragraph 3 hereof.

S. Lessee is hereby granted the right and power, from time to time, to pool or combine this lease, the land covered
by it or any part or horizon thereof with any other land, leases, mineral estates or parts thercof for the production of
oil or gas. Units pooled hercunder shall not cxceed the standard proration umit fixed by law or by the Oil
Conservation Division of the Energy and Minerals Department of the State of New Mexico or by any other lawful
authority for the pool or area in which said land is situated, plus a tolerance of ten percent. Lessec shall file written
untt designations in the county tn which the premises are located and such units may be designated from time to
time and cither before or after the complction of wells. Drilling operations on or production fiom any part of any
such unit shall be considered for al) purposes, except the payment of royalty, as operations conducted upon or
production from the land described in this lease. There shall be allocated to the land covered by this lease included



-

in any such unit that portion of the total production of pooled minerals from wells in the unit, after deducting any
used in lease or unit operations, which the net oil or gas acreage in the land covered by this lease included in the unit
bears to the total number of surface acres in the unit The production so allocated shall be considered for all
purposes, including the payment or delivery of royalty, to be the entire production of pooled minerals from the
portion of said land covered hereby and included in said unit in the same manner as though production fiom said
land under the terms of this lease. Any pooled unit designated by lessee, as provided heremn, may be dissolved by
lessee by recording an appropriate instrument in the County where the land is situated at any time after completion
of a dry hole or the cessation of production on said unit.

6. If at the expiration of the primary term there is no well upon said land capable of producing oil or gas, but Lessce
has commenced operations for dulling or reworking thereon, this lease shall remain in force so long as operations
are prosecuted with no cessation of more than 60 consccutive days, whether such operations be on the same well or
on a different or additional well or wells, and 1f they result in the production of o1l or gas, so long thereafter as oil or
yas is produced from said land If, aftcr the expiration of the primary term, all wells upon said Jand should become
ncapable of producing from any cause, this lcasc shall not terminate if Lessee commences operations for additional
dnilling or for re-working within 60 days thereafter. 1f any dnlling, additional drilling, or re-working operations
hereunder result in production, then this lease shall remain in full force so long thereafier as oil or gas is produced
hereunder

7. Lessec shall have the free use of oil, gas and water from said land, except water from Lessor's wells and tanks,
for all operations hereunder, and the royalty shall be computed after deducting any so used. Lessce shall have the
right at any time duning or after the expiiation of this lease to remove all property and fixtures placed by Lessec on
said land, including the night to draw and temove all casing. When required by Lessor, Lessee will bury ali
pipelines on culuvated lands below ordinary plow depth, and no well shall be drilled within two hundred feet (200
ft.) of any residence or barm now on said land without Lessor's consent

8. The right of either party hereunder may be assigned in whole or in part and the provisions hereof shall extend to
the heirs, executors, administrators, successors and assigns; but no change 1n the ownership of the land or in the
ownership of, or nghts to receive, royalues or shut-in royalties, however accomplished shall aperate to enlarge the
obligations or diminish the rights of Lessee, and no such change or division shall be binding upon Lessce for any
purpose until 30 days after Lessee has been furnished by certified mail at Lessee's principal place of business with
acceptable instruments or certified copics thereof constituting the chain of title from the original Lessor If any such
change 1n ownership occurs through the death of the owner, Lessee may, at its option, pay or tender royalties or
shut-in royalties in the name of the deceased or to his estate or ta his hetrs, executor or administrator until such time
as Lessee has been furnished with evidence satisfactory tu Lessce as to the persons entitled to such sums  An
assignment of this lease in whole or in part shall, (o the extent of such assignment, telieve and discharge Lessee of
any obligations hercunder and, if Lessee or assignee of part or parts hereol shall fail or make default 1 the payment
of the propartianate part of royalty or shut-in royalty due from such Lessee or assignee or fail to cornply with any of
the provisions of this lease, such default shall not affect this lease insofar as it covers a part of said lands upon which
Lessee or any assignee theieof shall properly comply or make such payments

9. Should Lessec be prevented fiom complying with any express or implied covenant of this lease, or from
conducting drilling or re-working operations hereunder, ot from producing o1l or gas hereunder by reason of scarcity
or nability 10 obtain or use equipment or matcrials, or by operation of force majeure, or by any Federal or state law
or order, rule or regulation of governinental authority, then while so prevented, Lessce's duty shall be suspended and
Lessee shall not be liable for fatlure to comply therewith; and this lease shall be extended while and so long as
Lessee is pievented by any such cause from conducting drilling or re-working opcrations or from producing oil or
gas hereunder; and the time whilc Lessee is so prevented shall not be counted against Lessee, anything in this lease
to the contrary notwithstanding.

10. Lessor hereby warrants and agrees to defend the title to said land and agrees that Lessec at its option may
discharge any tax, mortgage or other lien upon said land, and in the event Lessee does so it shall be subrogated to
such lien with the right to enforce same and to apply royalttes and shut-in royalties payable hereunder toward
satisfying same. Without impairment of Lessee's rights under the warranty, if this lease covers a less interest in the
oil or gas in all or any part of said land the entire and undivided fee simple estate (whether Lessor's interest is herein
specified or not) then the royalties, shut-in royalty, and other payments, 1f any, accruing from any part as to which
this lease covers less than such full interest, shall be paid only 1 the proportion which the interest therein, if any,
covered by this lease, bears to the whole and undivided fee simple estate therein. Should any one or more of the
parties named above as Lessors fail to execute this lease, 1t shall nevertheless be binding upon the party or parties
executing the same.

11 Lessee, its or his successors, heirs and assigns, shall have the nght at any time to surrender this lease, m whole

- or in part, to Lessor or his heirs, successots and assigns by delivering or mailing a release thercof to the Lessor, or

by placing a release thereof of record in the county in which said land is situated; thereupon Lessee shall be relieved
from all obligations, expressed or implied, of this agreement as (o acreage so surrendeicd, and thercafier the shut-in
royalty payable hereunder shall be reduced in the proportion that the acreage coveied hereby is reduced by said
release or releases.
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12. Whenever used in this lease the word “operations™ shall mean operations for and any of the following: dnlling,
testing, completing, reworking, recompleting, deepening, plugging back or repairing of a well in search for or in an
endeavor to obtain production of oil, or gas, or production of oi} or gas, whether or not in paying quantities.

13. This lease is subject to any existing Oil and Gas lease of record in Lea County, New Mexico and to the extent
said leasc is currently in effect  This Lease shall become effective upon the expiration of said lease, provided that if
said existing Oil and Gas Lease, has nol expired prior to three years after its primary term, this lease shall
automatically terminate.

IN WITNESS WHEREOQF, this instrument is exccuted on the date first above written.

Joseph Farless, dealing in his sole and separate property

FHEEE IR R C TR TR R R R A Rk Mk o ek okl ROk kR

ACKNOWLEDGMENTS
STATE OF NEW MEXICO )
COUNTY OF }}
This instrument was acknowledged before me on this day of .

2009, by Joseph Farless.

Notary Pubtic in and for the State of New Mexico
Notary's Printed Name:
My Commissian Expircs:
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JTD RESOURCES, LLC
P.O. Box 3422
Midland, Texas 79702

OIL AND GAS INVESTMENT (432) 682-3712 QFFICE
(432) 682-8652 FAX

July 15, 2011

Mr. Joseph Farless
1602 Lundy Lane SW
Albuquerque, New Mexico 87105

RE: Proposal to Drill the Collins
Heirs No. 1 Well
T-20-S, R-38-E
Section 4: NE/4SW/4
Lea County, New Mexico

Dear Mr. Farless:

JTD Resources, LLC hereby proposes to drill the Collins Heirs No. 1 Well at an orthodox oil
well location in the NE/4SW/4 of Section 4, Township 20 South, Range 38 East, NM.P.M.. Lea
County, New Mexico. The well will be operated by Primero Operating. Inc., and is scheduled to be
drilled to 7,800 feet or to a depth sufficient to test the Abo formation. Primero Operating
anticipates commencing drilling operations in October of 2011

We enclose two copies of an Authority for Expenditure (AFE) prepared by Primero for your
review. Dry hole costs are estimated to be $875,000.00 and the completion cost estimate is
$475,000 00, for an estimated total completed well cost of $1,350,000.00.

JTD Resources respectfully requests your support and participation in the proposed well.
In the event you elect to participate, please execute one (1) copy of the AFE and return it to us at
your earliest convenience. Upon receipt of same, we will prepare the Operating Agreement and
forward it to you for review and execution.

in the event you elect not to participate, JTD would be receptive to purchasing an Qil and
Gas Lease covering your interest in the NE/4SW/4, SE/4NW/4, SWI4ANE/4 and NW/4SE/4 of
Section 4 under the following terms and conditions: $125.00 per net mineral acre bonus
consideration, three-sixteenths (3/16ths) royalty and $2.00 per acre prepaid delay rentals for a
three (3) year, paid-up O1l and Gas Lease.



Thank you for your consideration of this proposal. Should you have any questions, please
give me a call at (432) 682-3712

Very truly yours,

JTD Resources, LLC

b 7 o

Dan M. Leonard, Managing Member
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JTD RESOURCES, LLC
P.O. Box 3422
Midland, Texas 79702

Ol AND GAS INVESTMENT (432) 682-3712 OFFICE
(432) 682-8652 FAX

July 15, 2011

Mr. Joseph Farless
1602 Lundy SW
Albuguerque, New Mexico 87105

RE:  Proposal to Drill the Collins
Heirs No. 1 Well
T-20-S,. R-38-E
Section 4: NE/4SW/4
Lea County, New Mexico

Dear Mr. Farless:

JTD Resources, LLL.C hereby proposes to drill the Collins Heirs No. 1 Well at an orthodox oil
well location in the NE/4SW/4 of Section 4, Township 20 South, Range 38 East, NM.P.M., Lea
County, New Mexico. The well will be operated by Primero Operating, Inc., and is scheduled to be
drilled to 7,800 feet or to a depth sufficient to test the Abo formation. Primero Operating
anticipates commencing drilling operations in October of 2011.

We enclose two copies of an Authority for Expenditure (AFE) prepared by Primero for your
review. Dry hole costs are estimated to be $875,000.00 and the completion cost estimate is
$475,000.00, for an estimated total completed well cost of $1,350,000.00

JTD Resources respectfully requests your support and participation in the proposed well.
in the event you elect to participate, please execute one (1) copy of the AFE and return it to us at
your earliest convenience Upon receipt of same, we will prepare the Operating Agreement and
forward 1t to you for review and execution. ‘

In the event you elect not to participate, JTD would be receptive to purchasing an Oil and
Gas Lease covering your interest in the NE/ASW/4, SE/ANW/4, SW/4NE/4 and NW/4SE/4 of
Section 4 under the following terms and conditions: $125.00 per net mineral acre bonus
constderation, three-sixteenths (3/16ths) royalty and $2.00 per acre prepaid delay rentals for a
three (3) year, paid-up Oil and Gas Lease.



Thank you for your consideration of this proposal. Should you have any questions, please
give me a call at (432) 682-3712.

Very truly yours,

JTD Resources, LLC

%Mc Vi 72////@

Dan M. Leonard, Managing Member
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Talked with Kevin at his office on the following dates. He offices next to his brother,
Randy Ahlgrim. On two occasions talked with Randy when we talked with Kevin. Called
him on the following dates:

4/15/09
2/04/09
1/14/09

Also talked with Kevin in 2011 and he said "he was a very busy man and didn't have
time to mess with this." Mailed his offer and paperwork three times.

EXHIBIT ﬁ
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JTD RESOURCES, LLC
P.O. Box 3422
Midland, Texas 79702

OIL AND GAS INVESTMENT (332) 682-3712  OFFICE
(492) 682-8652  VAX
February 8, 2011

Mr. Kevin Ahigrim
#2 Road 3007
Aztec, New Mexico 87410 )
RE O1l and Gas Lease
T-20-8, R-38-E
Section 4 SE/4 NW/4, SW/4 NE/4,
NE/4 SWI4 & NW/4 SE/4
l.ea County. New Mexico

Dear Mr. Ahlgrim

The Deed Records of Lea County, New Mexico indicate that you own an undivided 207519%
mineral interest under the captioned tracts of land, being 0 33203 net mineral acres, more or less. The
records further reflect that your mineral interest is unleased

JTD Resources, LLC previously leased your minerals from your grandfather, Wilham V. Farless,
and would like to lease them again. We offer the following terms and conditions: $125 per acre bonus
consideration, 1/6th royalty and $2 00 per acre prepaid delay rentals for a 3 year term lease The form of
the lease is a Producers 1988, New Mexico Form 342P, Paid-Up

We have taken the liberty of preparing the Oil and Gas Lease for your consideration. Should the
Lease and draft meet with your satisfaction, please execute the Lease in the presence of a Notary
Public, have your signature properly acknowledged, and mai 1t back to us  When we recetve your lease,
we will mail you a check in the amount $42.17, which represents the $125 00 per acre bonus
consideration and $2 00 per acre prepaid delay rental for the 3 year, 116" royalty lease covering your
0 33203 net mineral acres

Please do not hesitate to cali if you have any questions concerning this transaction. We would
appreciate your prompt and favorable response.

Very truly yours,

JTD Resourpes,/, LLC
ﬁ vy f ,‘/L/f'.:u; o4

é-llzab h B Leonard
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Producer’s 88-Producer's Rev. 1981 New Mexico Form 342P, Pawd-up

OIL & GAS LEASE

THIS AGREEMENY, made this 9th day of February, 2011, between Kevin Ahlginn, deshing m s sole and

separale property of #2 Road 3007, Aztec, New Mexico 87410, heren called Lessor (whether one or more) and
JTD RESQURCES, LLC, of P QO Box 3422, Mudland, Yexas 79702, Lessec

1 Lessor, in consideration of Ten and Other Dollars in hand paid. 1eceipt of which 1s hereby achnowledged, and of
the agreements of the lessee hercin comamed, hereby grants leases and lets exclusively umto Lessee for the purpose
of investigating, exploring. prospecting, diilhing and operating for and producing o1l and gas, injecting gas, waters,
ather fluids, and air into subsurface strata, laying pipe lines, storing oil building tanks. roadwavs, tetephone lines
and other structures and things thereon to produce, save, take caic of, tieat. process, stoic and transport said
minerals, the following described land in Lea County, New Mevico, heremalfter retenied to as “said land" or "the
land"”, to-wit:

T-20-S, R-38-E, N M.P M.
Sec. 4. SW/4NE/4, SE/4NW/4, NE/45W/4 & NW/457/4

Said land is estimated to comprise 160 acres, whether 1 actually comprises more o1 less

2 Subject to the other provisions hierein contamned. this lease shall remin in foree for a werm of tree (3) vears from
the date first written hercinabove, (called "prinary term”) and as long thercatter as ml o gas s produced from said
land or from land with which said land is pooled

3 The royalties to be paid by l.essee are: a) on oil. and other hquid hydrocarbons saved at the well onc-sinth (1/6)
of that produced and saved trom said land. same to be delivered at the wells or to the credit ot Lessor i the pipeline
to which the wells may be connected: b) on gas, casinghead gas or other gascous substance produced fiom said fand
and used off the premises or used in the manufacture of gasoline ar other products, the market value at the well of
one-sixth (1/6) of the gas uscd, provided that on gas sold on or oft e premises the royalties shul) be one sixith (1/6)
of the amount reahized from such sale, ¢) and at any tune when this lease s nat vahdated by other provisions hereof
and there is a gas and/or condensate well on said land, or land pooled therewith, but gas or condensate 15 not being
sold or used and such well 1s shut-in, either before or after production therefrom, then on or before 90 days atier said
well 1s shut-in, and thergafter at annual intervals, Lessee may pay or tender an advance shut-un 1oyalty equal to $1 00
per net acre of Lessor’s gas acrcage then held under this lcase by the party making such payiment o1 tender, and so
long as shut-in royalty is paid or tendered, this tease shall not terininate and it shall be considered under all clauses
hereof that gas is being produced from the leased premiscs in paying quanhiies  Lach payment shall be pad o
tendered to the party or partics who at the time of such payment would be entitled to receve the rayatiies which
would be paid under tus leasc if the well were i fact producimg  The payment or tender of royalties and shut-in
royaltics may be made by check or draft  Any timely payment or tender of shut-n royalty which 1s made n a bona
fide attempt to make proper payment, but which 1s erroneous m whole o1 pait as o parties o1 anoonts, shall
nevertheless be sufficient 10 prevent termination of this lease i the same manner as though 4 proper pavment had
been made if Lessce shall correct such crior within thirty (30) days after Lessee has received written notice thereof
by certificd mail fiom the party or partics entitfed to receive payment together with such wigten mstruments (ot
centified copies thereof) as arc nccessary to cnable [ essee to make proper payment  The amount reahized trom the
sale of gas on or off the premises shall be the price established by the gas sales contiact entered o m good fanh by
Lessce and gas purchaser for such term and under such conditions as aie customary n the mdustry  "Price’ shall
mean.the net amount received by Lessee after giving effect to applicable regulatory orders and alter applicauon of
any applicable price adjustinents specified in such contract or regulatory orders  In the cvent Lessee compresses,
Ireats, purifies. or dehydrates such gas (whether on or off the leased premuses) ot transports gas ott the leased
premises, Lessee in computing royalty hereunder may deduct from such price a reasonable chawge for cach of the
functions performed

4 This is a paid-up lcasc and Lessee shall not be obligated during the pnimary term haicof to commence any
operations of whatsoever character or to make any payments hereunder m order to mamtam this leasc in force
durtng the primary term; however, this provision is not inlended (o rehieve Lessee of the obligation 1o pay royalties
on actual production pursuant to the provisions of Paragraph 3 hereol

5. Lessee is hereby granted the right and power, from time to time, to pool or combine this lease, the land covered
by 1t or any part or horizon thereaf with any ather fand, leases, mineral estates or paris thereof for the preduction of
oil or gas Units pooled hereunder shail not exceed the standard provation unit fixed by law or by the O
Conservation Division of the Energy and Minerals Departiment of (he State of New Mexico a1 by any other lawful
authority for the poo! or area in which said land is situated, plus a tolerance of ten percent. Lessee shall file written
unit designations in the county m which the premises are located and such units may be designated from time to
time and either before or after the completion of wells  Drilling operations on ur production {tom aay part of any
such unit shall be considered for all purposes, except the payment of royalty, as operations conducted upon or
production from the land described in this lease. There shall be allocated 1o the land covered by this lease included
in any such unit that portion of the total production of pooled minerals from wells m the unn, aficr deducung any
used 1n {ease or unit operations, which the net o1l or gas acreage 1 the land covered by this lease included in the unit
bears to the total number of surface acres in the unit. The production so allocated shall be considered for all
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purposes, including the payment or delivery of royalty, to be the entire production of pooted wincrals from the
portion of said land covered hereby and cluded in said untt m the samne inanuer as theugh production from said
land under the terms of this lease Any pooled unit designated by fessce. as provided herem, may be dissolved by
lessee by recording an appropriate mstrument i the County where the land 1s situated at any time after completion
of a dry hole or the cessation of production on said unit

6 If at the expiration of the primary term there is no well upon said tand capable of producing vif ot s, but {esaee
has commenced operations for drilling or reworking theicon, this lease shall temam i toree so fony as operations
are prosecuted with no cessation of morc than 60 consceutive days, whether such operattons be on the same wel or
on a different or additional well or wells, and if they result in the production of o1l or gas so fong thereafter as o1t or
gas 1s produced from said land If, after the expuation of the primary tetmnr all wells upon said fand should become
incapable of producing from any cause, this lease shall not terminate if Lessce commences operatians for additional
drifling or for re-working within 60 days thereafter. [ any drilling. adduional drilling. ot re-wortkmy vperations
hereunder result m production, then this lease shall remain i full force so long thereatter as o1l or gas 1s produced
hereunder.

7. Lessee shall have the free use of od, gas and water from said land, exeept water from Lessor's wells and tanks,
for all operations hereunder, and the royality shall be computed after deducting any su used  Lessee shall have the
right at any time during or after the expiration of this lease to remave all property and fivrures placed by Lessee on
said fand, including the right to draw and remove all casing. When 1cquired by Lessor, Lessee wall bury atl
pipelines on cultivated lands below ordinary plow depth, and no well shall be drilled withm two hundied feet (200
ft ) of any residence or barn now on said land without Lessor's consent

8. The right of either party hercunder may be assigned in whole ot in pan and the provisions heteol shall extend to
the heirs, executors, administrators, successors and assigns: but no change v the ownersing ol the tand or i the
ownership of, or rights to receive, royalties or shut-mn royalties, however accomphished shall operate t enlarge the
obligations or dimunsh the rights of Lessee, and no such change or division shall be binding upon Lessee for any
purpose until 30 days afier Lessee has been furnished by certified wail at Luessee’s princpal place of business with
acceptable instruments or certified copies thereol constituting the chawn ol hitie om the onginal Lessor. [f any such
change in’ ownership occurs through the death of the owner, Lessee may al ats option, pay o tender royalties or
shut-in royalties in the name ol the deceased or to his estate or to his heirs. executor ot admmnuator untid such time
as Lessee has been furnished with evidence satisfactory to Lessee as to the persons entitled to such sums  An
assignment of this lease in whole or in part shall, to the extent of such assignment. reheve and discharge Lessee of
any obligations hereunder and, if l.essee or assignee of part or parts hereof shall fail or make default in the pavment
of the proportionate part of royaity or shut-mn royalty due tfrom such Lessee or assignec o [ail to comply with any of
the provisions of this lease, such default shall not affect this tease insofai as it covers a part of said lands upon which
Lessee or any assignee thereot shall properly comply or make such payments,

9 Should Lessee be prevented from complying with any express or imphied covenant of this lease. or from
conducting drilling or re-working operations hereunder, or fiom producing oil ot was hereunder by rcason of scaicity
or inability to obtain or use equipment o matetials, or by operation of force majeuic. ot by any Federal or state law
or order, rule or rcgulation of govemmental authotity, then while so prevented, 1essec duty shall be suspended and
Lessee shall not be fiable for failure to comply therewith; and this lease shall be extended while and so tong as
Lessee is prevented by any such cause from conducting drilling or re-working operanons or from producing oil or
gas hereunder, and the time while Lessee is so prevented shall not be counted agamst Lessce. anything i this lease
to the contrary notwithstanding

10 Lessor hereby warrants and agrees to defend the title to said land and agrees that Lessee at 1ty ophion may
discharge any tax, mortgage or other lien upon said land, and n the cvent [ essee does so it shall be subrogated to
such lien with the right to enforce same and to apply royalties and shut-in 1oyalties payable hereunder toward
satisfying same. Without impairment of Lessee's rights under the warranty. 1f this lease covers a less interest in the
otl or gas in all or any pant of said land the entire and undivided lce simple estate (whether Lessor's interest is herein
specified or not) then the royalties, shut-in royalty, and other pavments, if any, accriing fiom any part as 1o which
this lease covers less than such full interest, shall be paid only in the proportion which the mrerest theremn, tf any,
covered by this lease, bears to the whole and undivided fee simple estate therein Should any one o1 moie ol the
parties named above as Lessors fail to exccute this lease, 1t shall nevertheless be binding upon the party or parties
executing the same.

11. Lessee, its or his successors, heirs and assigns, shall have the night at any time to suttender this lease. in whole
or n part, to Lessor or his heus, successors and assigns by delivering or matling a release thereat 10 the Lessor, o1
by placing a release thereof of record in the county in which said land 1s situated, theicupon Tessee shall be 1elieved
from all obligations, expressed or implicd, of this agreement as to acreage so sutrendered, and thercafter the shut-in
royalty payable hereunder shall be reduced in the proportion that the acieage covered hercby 1s reduced by said
release or releases
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12. Whenever used in this lcase the word “operations” shall mean eperations for and any of the followng: driling,
testing. completing, reworking, recompleting. decpening, comminghing, plugging back or repaning of a well in

search for o1 in an endcavor to obtain production of ail, or gas, o1 production ot vil o1 gas, whether or not in paying
quantities

{N WITNESS WHEREQF. this instrument 1s exccuted on the date lirst above wiitten

Kevin Ahlgrnim, dealing in s sole alld;&;{a;&l;‘ ;);\;;;éﬁy

FELB S SRR S AARE AR RAFFRREXRFH LA REX IS axF 2 ¥R vk H

ACKNOWLEDGMENT

The State of NEW MEXICO }

}

Countyof }
The foregoing instrument was acknowledged betore meontheday of

o _, 2009, by Kevin Ahlgrim,

Notary Pubhic in and {or the
State of New Mexico

Notry's Printed Namwe,
My Commssion Capires,

NMOGL-Prod88-8BtkForm
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Elizabeth Leonard

From: "Ehzabeth Leonard” <eleanard@jtdresources com>
To: <kahlgrim@natco-us.com>
Sent: Wednesday, January 14, 2009 10.31 AM

Attach: kevin ahlgrim lease - SW Nadine doc, offer to buy lease -kevin ahigrnm doc
Subject: Lea Co lease

Dear Kevin - attached s the Oil and Gas Lease and a cover lefter explaining the lease. If the lease meets with
your approval, please have it signed in front of a notary public and maif back to us 'l mail you a check the next
day If you have any questions, please call me Elizabeth Leonard (432) 682-3712

1/14/2009



JTD RESOURCES, LLC
P.O. Box 3422
Midland, Texas 79702

OIL AND GAS INVESTMENT (432) 682-3712  QFFICE
(432) 682-8652 FAX
January 14, 2009

Mr Kevin Ahignm

#2 Road 3007

Aztec, New Mexico 87410

) RE  Oii and Gas Lease

T-20-S, R-38-E
Section 4 SE/4 NW/4, SW/4 NE/4,
NE/4 SW/4 & NwW/4 SE/4
Lea County, New Mexico

Dear Mr Ahlgrim

The Deed Records of Lea County, New Mexico indicate that you own an undivided 207519%
mineral interest under the captioned tracts of land, being 0 33203 net mineral acres, more or less The
records further reflect that your mineral interest is unleased

JTD Resources, LLC previously leased your minerals from your grandfather, William V Farless,
and would like to lease them again. We offer the following terms and conditions $125 per acre bonus
consideration, 1/6th royalty and $2 00 per acre prepaid delay rentais for a 3 year term lease. The form of
the lease is a Producers 1988, New Mexico Form 342P, Paid-Up.

We have taken the liberty of preparing the Oil and Gas Lease for your consideration Should the
Lease and draft meet with your satisfaction, please execute the Lease in the presence of a Notary
Public, have your signature properly acknowledged, and mail it back to us When we receive your lease,
we will mail you a check in the amount $42.17, which represents the $100.00 per acre bonus
consideration and $2.00 per acre prepald delay rental for the 3 year, 1/6™ royalty lease covering your
0.33203 net mineral acres.

Please do not hesitate to call If you have any questions concerning this transaction. We would
appreciate your prompt and favorable response.

Very truly yours,

JTD Resources, LLC

Elizabeth B Leonard

C.\Documents and Settings\Ownceriloca! Sctings\Temporary Internet Frles\Content IFS\WPIZ WHENaffer 10 buy lease -hevin ahigrim doc



Producer's 88-Producer's Rev. 1981 New Mexico Form 342P, Paid-up
OIL & GAS LEASE

THIS AGREEMENT, made this 14th day of January, 2009, between Kevin Ahlgrim, dealing in his sole and

separate property of #2 Road 3007, Aztec, New Mexico 87410, herein called Lessor (whether one or more) and
JTD RESOURCES, LLC, of P.O Box 3422, Midland, Texas 79702, Lessee

1. Lessor, in consideration of Ten and Other Dollars i hand paid, 1eceipt of which is hereby acknowledged, and of
the agreements of the lessee herein contained, hereby grants, Jeases and lets exclusively tunto Lessee for the purpose
of investigating, exploring, prospecting, drilling and operating for and producing o1l and gas. injecting gas, waters,
other fluids, and air into subsurface strata, laying pipe lines, storing oil, building tanks, 1oadways. telephone lines
and other structures and things thercon to produce, save, take cme of, trear, process. siore and transport said
minerals, the following described land in L.ea County, New Mexico. heremalter referted o as "sind land” ot "the
land", to-wit-

T-20-S, R~38-E, N M.P.M.
Sec. 4-, SW/4NE/4, SE/4NW/4, NE/4MNW/4 & NW/1SH

Said land s estimated to comprise 160 acres, whether it actually comprises more or less

2 Subject to the other provisions herein contained, this lease shall remam i force for a term of three (3) years from
the date first written hereinabove, (called "primary tenn™) and as long thereafier as o1l or gas is produced from said
land or from land with which said land is pooled.

3 The royaities to be paid by Lessee are’ a) on oil, and other liquid hydrocarbons saved at the well, one-sixth (1/6)
of that produced and saved from said land, same to be delivered at the wells ot to the credi of Lessot in the pipeline
to which the wells may be connected; b) on gas, casinghead gas ot other gaseous substance produced fiom said land
and used off the premises or used in the manufacture of gasoline ot other products, the marker value at the well of
one-sixth (1/6) of the gas used, provided that on gas sold on or off the premises. the royvalues shafl be one sixth (1/6)
of the amount realized from such sale; c) and at any time when this lease 1s not vahidated by other provisions hercof
and there is a gas and/or condensate well on said land, or land pooled therewith, but gas or condensate is not being
sold or used and such well is shut-in, either before or after production therefrom, then on ar before Y0 days after said
well s shut-in, and thereafter at annual intervals, Lessee may pay o1 tender an advance shut-in royalty equal to $1.00
per net acre of Lessor's gas acreage then held under this lease by the party making such payment or tender, and so
long as shut-in royaity is paid or tendered, this lease shall not ternunate and w shall be considered under all clauses
hereof that gas is being produced from the lcased premises in paying quantities  Lach payment shall be paid or
tendered to the party or parties who at the time of such payment wauld be entitled to receive the royalties which
would be paid under this lease 1f the well were 1n fact producing  he payment ur tender of royaltics and shut-in
royalties may be made by check or draft  Any umely payment or tender of shut-in 1ovalty winch 1s made m a buna
fide attempt to make proper payment, but which 1s ertoneous in whole or m part as to parues or amounts, shall
nevertheless be sufficient to prevent termination of this lease i the same manner as though a proper payment had
been made if Lessee shall correct such crror within thirty (30) days after Lessce has received wnitten notice thereof
by certified mail from the party or parties entitled to receive payment together with such written istruments (or
certified copies thereof) as are neccssary to enable Lessee to make proper pavment The amount realized from the
sale of gas on or off the premuses shall be the price established by the gas sales contract emered into 1n good faith by
Lessee and gas purchaser for such term and under such conditions as are customary in the industry  "Price” shall
mean the net amount received by l.essee after giving effect to apphicable regulatory orders and after application of
any applicable price adjustments specified in such contract or regulatory orders  In the event Lessee compresses,
treats, purifies, or dehydrates such gas (whether on or off the leased premises) ot hansports gas off the leased
premises, Lessee in computing royalty hereunder may deduct from such piice o 1easonable charge for cach of the
functions performed.

4 This is a paid-up fease and Lessee shall not be obligated during the primary teun hereof to commence any
operations of whatsoever character or to make any payments heteunder n order to mamitain this lease in force
during the primary term; however, this provision is not intended to relieve Lessee of the obhgation 10 pay royalties
on actual production pursuant to the provisions of Paragraph 3 hereof.

5. Lessee is hereby granted the right and power, from time to time, to pool or combmne this lease, the land covered
by it or any part or horizon thereof with any other land, leases, mineral estates or parts thereol for the praduction of
oil or gas. Units pooled hereunder shall not exceed the standard proration unit fixed by law or by the Qil
Conservation Division of the Energy and Minerals Departrnent of the State of New Mexuwco or by any other lawful
authority for the poo) or area in which said land is situated, plus a tolerance of ten percent  Lessee shall file written
unit designations in the county in which the piemises are located and such units may be designated from time to
time and cither before or after the completion of wells  Drilling operations on or production from any part of any
such unit shall be considered for all purposes, except the payment of tovalty, as operations conducted upon or
production from the land described in this lease There shall be allocated to the land covered by this lease included
in any such unit that portion of the total production of pooled minerals from wells in the unit. after deducting any
used n lease or unit operations, which the net oil or gas acreage in the land covered by this lease included in the unit
bears to the total number of surface acres in the unit  The production so allocated shall be considered for all
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purposes, including the payment or delivery of toyalty, to be the entre production of pooled mmerals from the
portion of said land covered hercby and ncluded m said umit w the sane manner s though producuon from said
land under the terms of this lease. Any pooled unit designated by lessee as provided herein may be dissolved by
lessee by recording an appropriate instrument in the County where the fand 15 situated at anv time atter completion
of a dry hole or the cessation of production on said unst

6. [f at the expiration of the primary term there 1s no well upon said land capable ol producing o or gas, but Lessee
has commenced operations for drilling or reworking thereon, this lease shall remain in farce so long as operations
are prosecuted with no cessation of more than 60 consecutive days, whether such opetations be on the same well or
on a different or additional well or wells, and if they result in the production of oil or gas, so long thereafter as oil or
gas is produced from said land. If, after the expiration of the prumary term, all wells upon said land should become
incapable of producing from any cause, this lcase shall not terminate if f.essce commences operations for additional
drilling or for re-working within 60 days thereafter. 1f any drilling, addmional drilling, or re-working operations
hereunder result in production, then this lease shafl remam i full force so long thereafter as oif o1 gas is produced
hereunder.

7 Lessee shall have the free use of oil, gas and water from said land, cxcept water from [ essot's wells and tanks,
for all operations hereunder, and the royalty shall be computed after deducting any so used 1 essee shall have the
right at any time during or after the expiration of this leasc to remove all property and lixtuies placed by Lessee on
said land, including the right to draw and remove all casing  When requned by Lessor, Lessee will bury all
pipelines on cultivated lands below ordinary plow depth, and no well shall he driled within two hundred fect (200
ft.) of any residence or barn now on said land without Lessor's consent

8. The right of either party hereunder may be assigned in whole or in part und the provisions hereof shall extend to
the heirs, executors, administrators, successors and assigns, but no change i the ownership of the land or in the
ownership of, or rights to receive, royalties or shut-in royaltics, however accomplished shall uperate to enlarge the
obligations or diminish the rights of Lessee, and no such change or division shall be binding upon Lessee for any
purpose until 30 days afier Lessee has been furmished by certified mail a1 {.essce’s principal place of business with
acceptable instruments or certified copies thereof constituting the chain ol title from the onigmal Lessor 11 any such
change in ownership occurs through the death of the owner, Lessee may, a1 s ophion. nay or tender royaliies or
shut-in royalties 1n the name of the deceased or to his estate o1 1o hus hests, executer or adminsteagior unul such time
as Lessee has been furnished with evidence satisfactory to Lessee as to the persons cnnitied to such sums  An
assignment of this lease in whole or in part shall, to the extent of such assignment, relieve and discharge Lessee of
any obligations hereunder and, if Lessee or assignee of part or parts hereof shall fail or muake default 1n the payment
of the proportionate part of rayalty or shut-in royalty due from such Lessee or assignee or fail to comply with any of
the provisions of this lease, such default shall not affcct this lcasc insofar as it covers a part of said lands upon which
Lessee or any assignee thereof shall properly comply or make such payments

9. Should Lessee be prevented from complying with any express or implied covenant of this lease, or from
conducting drilling or re-working operations hereunder, or from producing orl or gas hereunder by reason of scarcity
or inability to obtain or use equipment or materials, or by operation of force majcwe or by any Federal or state law
or order, rule or regulation of governmental authority, then while so prevented Lessee's duty shall he suspended and
Lessee shall not be liable for failure to comply therewith, and this lease shall be extended while and so long as
Lessee is prevented by any such cause from conducting drilling or re-working operations ar from producing ol or
gas hereunder; and the time while Lessee is so prevented shall not be counted against {.essee, anvihing in this lease
to the contrary notwithstanding

10 Lessor hereby warrants and agrees to defend the title to said land and agiees that Lessee at its option may
discharge any tax, mortgage or other lien upon said land, and in the event Lessee does so 1t shall be subrogated to
such lien with the right to cnforce same and to apply royalties and shut-in royalties payable hereunder toward
satisfying same Without impairment of Lessee's nights under the warranty, 1f this leasce covers a less mterest in the
oil or gas 1n all or any part of said land the entire and undivided fee simple csrate (whether Lessor’s mterest is heren
specified or not) then the royalties, shut-in royalty, and other payments, if any. accnning fiom any part as to which
this lease covers less than such full interest, shall be paid only in the proporton which the interest therein, if any,
covered by this lease, bears to the whole and undivided fee simple estate therein. Should any onc or moie of the
parties named above as Lessors fail to execute this lease, it shall nevertheless be binding upon the party or parties
executing the same.

I1. Lessee, its or his successors, heirs and assigns, shall have the right at any tume to surrender this lease, in whole
or in part, to Lessor or his heirs, successors and assigns by delivering o mathing a release thereof to the Lessor, or
by placing a release thereof of record in the county in which said land is situated; thercupon Lessec shall be relieved
from all obligations, expressed or implied, of this agreement as to acreage so swrrendered, and thercafter the shut-m
royalty payable hereunder shall be reduced in the proportion that the acieage covered hereby is reduced by said
release or releases.
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12. Whenever used in this lease the word “‘operations” shall mean operations for and any of the following' drilling,
testing, completing, reworking, recompletmg, deepening, commmghing, plugeing back or tepanng ol a well in
search for or in an endeavor to obtain production of oil, or gas, or production of il or gas, whether or not in paying
quantities.

IN WITNESS WHEREOF, this instrument is executed on the date {itst above written

“Kevin Alﬁgﬁm dcauhﬁg-uTh_{; sole and sepAai‘a}'e l;ropcrly

P LY R A A R A2 2]

ACKNOWLEDGMENT

The State of NEW MEXICO H

)

County of }
The foregoing instrument was acknowledged before meonthe __ day of

. , 2009, by Kevin Ahlgrim.

Notary Public in and for the
Statc of New Mexico
Notary's Printed Name
My Commussion Expures
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JTD RESOURCES, LLC
P.O. Box 3422
Midland, Texas 79702

OIL AND GAS INVESTMENT (442) 6825712 OFFICE
(442) 682-8652  FAX
March 30, 2009

Mr. Kevin Ahlgnm
#2 Road 3007
Aztec, New Mexico 87410
RE Ol and Gas Lease
T-20-S R-38-E
Section 4: SE/4 NW/4, SW/4 NE/4,
NE/4 SW/4 & NW/4 SE/4
i.ea County, New Mexico

Dear Mr. Ahlgrim;

The Deed Records of Lea County, New Mexico indicate thal you own an undivided .207519%
mineral interest under the captioned tracts of land, being 0 33203 net mineral acres, more or less. The
records further reflect that your mineral interest i1s unleased

JTD Resources, LLC previously leased your minerals from your grandfather, William V Farless,
and would like to lease them again We offer the following terms and conditions $125 per acre bonus
consideration, 1/6th royalty and $2.00 per acre prepaid delay rentals for a 3 year term lease The form of
the lease 1s a Producers 1988, New Mexico Form 342P, Paid-Up.

We have taken the liberty of preparing the Oil and Gas Lease for your consideration. Should the
Lease and draft meet with your satisfaction, please execute the Lease in the presence of a Notary
Public, have your signature properly acknowledged, and mail it back to us  When we receive your lease,
we will mail you a check in the amount $42.17, which represents the $125 00 per acre bonus
consideration and $2.00 per acre prepaid delay rental for the 3 year, 1/6" royalty iease covering your
0.33203 net mineral acres.

Please do not hesitate to call if you have any questions concerning this transaction We would
appreciate your prompt and favorable response.

Very truly yours,

JTD Resources, LLC

é{(,? (((<//( /:/ ///ﬁ ,(/

Elzabeth B. Leonard
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Producer's 88-Producer's Rev. 1981 New Mexico Form 3421, Pud-up .

OIL & GAS LEASE

THIS AGREEMENT, made this 30th day of March, 2005, between Kevin Ablgrim, dealimg in his sole and

separate property of #2 Road 3007, Aziec, New Mexico 87410 herem callud Leasor {whether une or more) and
JTD RESOURCES, LLC, of P.O. Box 3422, Midland. Texas 79702 Lessee

1. Lessor, s consideration of Ten and Other Dollars in hand paid, receipt of which 1s hereby acknowledged, and of
the agreements of the lessee herem contained, hereby grants, leases and lets exclusively unto Lc»scc'fm the purpose
of investigating, exploring, prospecting, drilling and opeiating for and producing o1l and gas njecting gas, waters,
other fluids, and air into subsurface strata, laying pipe lnes, stonng o building tanks. roadways, telephone lines
and other structures and things thereon to produce, save, take carc of, tiat, process, stose and transport said
minerals, the following described land in Lea County, New Moo, hereinafier refened 1o as "said land” or "the
land", to-wit’

T-20-S, R-38-E, X M F

Sec. 4. SW/4NE/4, SE/4NW/4, NE/4MW/4a & NW/45E/«

e

Said land is estimated to comprise 160 acres, whether it sctually comprises more ot less

2. Subject to the other provisions herein contained, this Tease shell semain i force for a term of three (3) years {rom
the date first written hereinabove, (called "primary term™) and as lony thereatter as oil <1 gas s produced from said
land or from land with which said land 1s pooled

3. The royalties to be paid by Lessec are: a) on ail, and other liquid hydrocabons saved at the well, one-sixih (1/6)
of that produced and saved from said land, same to be dehivered at the wells or ta the ereant of 1 essor in the pipeline
to which the wells may be connected, b) on gas, caswmghead gas ¢ othes gaseous substance produced fiom sud fand
and used off the premises or used in the manufacture vl gasoline or other products the market vatue at the well of
one-sixth (1/6) of the gas uscd, provided that on gas sold on or off the premises, the 1ovaltics shall be one sixth (1/6)
of the amount realized from such sale, ¢) and at any time when this lease 13 not vahdated by otha povisions hereof
and there is 2 gas and/or condensate well on said land. ur land pooled therewith, but gas or condensate is not being
sold or used and such well is shut-in, eithet before or after production therefrom then on or before 90 days after said
welf is shut-in, and thereafler at annual intervals, Lessee may pay ot tender an advance shut-in rovalty equal to 51 00
per net acre of Lessor's gas acreaye then held under this lease by the paity making such payment or tender, and so
long as shut-in royalty is paid or tendered, this lease shall not winnnate and o shall be considered under «ll Clauses
hereof that gas is being produced from the leased premiscs in paying quamtiiies  Each payment shall be paid or
tendered to the party or parties who at the time of such payment would be entitled to receive the rayalties which
would be paid under this lease if the well were in fact producing  The payvinent o1 tender ot royalties and shutin
royalties may be made by check or draft  Any timely payment or tender of shutan royalty which i made a4 bona
fide attempt to make proper payment, but which 1s erioneous 1 whole ur 1 part us to parties 01 amounts, shall
nevertheless be sufficient 1o prevent termination of this lease in the same manner as though a proper payment had
been made if Lessee shall correct such error within thinly (30) days afier Lessee has reecived witien notice thereof
by certified mail from the party or parties entitled 10 receive payment together with such written instruments (or
certified copies thereof) as are necessary to cnable Lessee to make proper payment  [he amount reahized from the
sale of gas on or off the premuses shall be the price estabhished by the gas sales contract entered mto w good faith by
Lessee and gas purchaser for such term and under such conditions as are customary in the industry "Price” shall
mean the net amount received by Lessee after giving effect w applicable regulatory orders and atter application of
any applicable price adjustments specified 1n such contract o1 regulatory orders  In the event Lessee compresses,
treats, purifies, or dehydrates such gas (whether on o1 off the leased premises) o tansports gas off the leased
premises, Lessee 1in computing royalty hereunder may deduct fivm such price a reasonable charge lor each of the
functions performed

4. This is a paid-up lease and Lessee shall not be obligated during the primary term hereof 1o commence any
operations of whatsoever character or to make any payments heicunder i order 1o mamtain this lease in force
during the primary term; however, this provision is not intended 1o 1cheve Lessee of the vbligation to pay royalues
on actual production pursuant to the ptovisions of Paragraph 3 hercol

5. Lessee 15 hereby granted the right and power, from time to time, ta pool o1 combine this lease, the land covered
by it or any part or horizon thereof with any uther land, leases, nuneial estates or parts thereof for the production of
oil or gas. Units pooled hereunder shall not eaceed the standaid proration umt fixed by law or by the Qil
Conservation Division of the Energy and Minerals Department of the State of New Mexico or by any other lawfu!
authority for the poo! or area in which said land 1s situated, plus a wierance of ten percent Lessee shall file writen
unit designations in the county in which the premises are located and such units may be designated from ume to
time and either before or after the completion of wells  Drilling operations on or production fiom any part of any
such unit shall be considered for all purposes, except the payment of royalty, as opcrations conducted upon or
production from the land described in this lease. There shall be allocated to the land covered by this lease included
in any such unit that portion of the total production of pooled nuncrals fiom wells in the uni, afier deducting any
used in lease or unit operations, which the net o1l or gas acreage 1n the land covered by this lease included in the unnt
bears to the total number of surface acres w the umt  The production so allocated shall be considered for all
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purposes, including the payment or delivery of 1oyalty. to be the entire production of pooled nunerals from the
portion of said land covered hereby and included m sad unit 1 the same manner as though produchoq from said
land under the terms of this lease. Any pooled unnt designated by lessee, as provided herein. may be dissolved by
lessee by recording an appropriate instrument in the County where the land 18 situated at any tune after completion
of a dry hole or the cessation of production on said unit

6. If at the expiration of the primary term there 1s no well upon said land capable of producing o1l or gas, but Lessce
has commenced operations for drillmg or reworking thereon. this Iease shall reman in force so long as operations
are prosecuted with no cessation of more than 60 consecutive days, whether such opurations be on the same well or
on a different or additional wel) or wells, and if they result mn the production of o1l o1 gas, so long thereafter as oil or
gas is produced from said Jand. If, aftcr the expiration of the primary teim, all wells upon said land should become
incapable of producing from any cause, this lease shall not terminate if Lessee commences operations tor additional
drilling or for re-working within 60 days thereatter 1f any drilling, additonal dnlhn.g, or re-working operations
hereunder result in production, then this lease shall remam in full force so long thereafter as o1l o1 gas 1s produced
hereunder.

7 Lessee shall have the free use of o1, gas and water from sard land, except water kon Lessor's wells and tanks,
for all operations hereunder, and the toyalty shall be computed after deductirg any 30 used  Lessce shall have the
right at any time during or after the expiration of this lease to remove all property and fistures placed by Lessee on
said land, including the right to draw and remove ail casing  When requued by Lessuir. Lessee will bury all
pipelines on cultivated lands below ordinary plow depth and no well shall be drilled within two hundred feet (200
f.) of any residence or barn now on said land without Lessor's vonsent

8 The right of either party hereunder may be assigned m whole or m pait and the provisions hereof shall extend to
the heirs, executors, admnistrators, successors and assigns: but no change n the ownership ot the land or m the
ownership of, or rights to receive, royaltics or shut-in 1oyalties, however accomplhished shalt operate 1o enlarge the
obligations or dimimsh the nights of Lessee, and no such change or division shall be binding upon Lessee for any
purpose until 30 days after Lessee has been furnished by certified mail at Lessec’s principal place of business with
acceptable instruments or certified copies thereof constituting the chain of title Glom the originel Lessor 1 any such
change in ownership occurs through the death of the owner, Lessee may at its option, pav or 1ender royalties or
shut-in royalties in the name of the deceased or to fus eslate or to his hens, executor or administrator until such time
as Lessee has been furnished with evidence satisfactory to Lessee as to the persons entiled to such sums. An
assignment of this lease in whole or in part shall, 1o the extent of such assignment, rehieve and discharge Lessee of
any obligations hereunder and, if Lessee or assignee of part or parts hereof shall fail or inake default in the payment
of the proportionate part of royalty or shut-in royalty due from such Lessce or assignee or Ll 1o comply with any of
the provisions of this lease, such default shall not affect this lease msofur as 1t covers a part of smd lands upon which
Lessee or any assignee thereof shall properly comply o1 make such payments

9. Should Lessee be prevented from conplying with any express or implicd covenant of this lease, or from
conducting drilling or re-working operations hercunder or from producing o1l or gas hereunder by reason of scarcity
or nability to obtatn or use equipment or materials, or by operation of force majeure, o by any | cderal or state law
or order, rule or regulation of governmental authority, then while so prevented, Lessee's duty shall be suspended and
Lessee shall not be liable for failure to comply therewith, and this iease shall be cxtended wiile and so long as
Lessee is prevented by any such cause from conducting drilling ot re-working operations or fiom producing ol or
gas hereunder; and the time while Lessce is so prevented shall not be counted agamst Lessce, anything in this lease
to the contrary notwithstanding.

10. Lessor hereby warrants and agrees to defend the title to sard land and agrees that Lessee at ns option may
discharge any tax, mortgage or other lien upon said land, and in the event Lessee does o it shall be subrogated to
such lien with the right to enforce same and to apply royaltics and shut-m royalties payable hereunder toward
satisfying same. Without impairment of Lessee's rights under the warranty, if this lcase covers a Jess interest in the
oil or gas in all or any part of said land the entire and undivided fee simple estate (whether Lessor's interest is herein
specified or not) then the royalties, shut-in 1oyalty, and other payments, 1t any, accruing from any part as to which
this lease covers less than such full intercst, shall be paid only in the proportion which the interest therein, if any,
covered by this lease, bears to the whole and undivided fee simple estate therem  Should any one or mote of the

parties named above as Lessors fail to execute this leasc. it shall nevertheless be binding upon the party or parties
executing the same.

11 Lessee, its or his successors, heirs and assigns, shall have the nght at any ume to surtender this lease, m whole
or 1n part, to Lessor or his heirs, successors and assigns by delivering o1 mathng a release thereof to the Lessor, or
by placing a release thercof of record in the county in which said land 1s situated, thereupon Lessee shall be reheved
from all obligations, expressed or implied, of this agreement as to acreage so surrendered, and thereafter the shut-in

royalty payable hereunder shall be reduced in the proportion that the acieage covered hereby is reduced by said
release or releases
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12. Whenever used 1n this lease the word “operations’ shall mcan operations for and any af the following: drilling,
testing, completing, reworking, recompleting, deepening, commingling, plugging back or repaning of a well in
search for or in an endeavor to obtain production of oil, or gas, or production of o1l or gas, whether ai not in paying
quantities.

IN WITNESS WHERFEQF, this instrument is exccuted on the date first above written

Kevin Ahlgiim, deating i hus sole and separate property

RAR AR BAERB IR LSRR X ALF VIS YRS T I s N a e Em

ACKNOWLEDGMENT

The State of NEW MEXICO }

1

County of }
The foregoing instrument was acknowledged before me on e duvof

, 2009, by Kevin Ahlgnim.

Notary Public in and for the
State of New Mexico
Notary's Printed Name.
My Comnussion Exprres.
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JTD RESOURCES, LLC
P.O. Box 3422
Midland, Texas 79702

OIL AND GAS INVESTMENT (432) 682-3712 OQFFICE
(432) 682-8652 FAX

July 15, 2011

Mr Kevin Ahlgrim
No. 2 Road 3007
Aztec, New Mexico 87410

RE:  Proposal to Drill the Collins
Heirs No. 1 Well
T-20-S, R-38-E
Section 4: NE/4SW/4
Lea County, New Mexico

Dear Mr. Ahigrim:

JTD Resources, LLC hereby proposes to drifl the Collins Heirs No. 1 Well at an orthodox oil
well location in the NE/4SW/4 of Section 4, Township 20 South, Range 38 East, NM.P.M., Lea
County, New Mexico. The well will be operated by Primero Operating, Inc., and is scheduled to be
drilled to 7,800 feet or to a depth sufficient to test the Abo formation. Primero Operating
anticipates commencing drilling operations in October of 2011.

We enclose two copies of an Authority for Expenditure (AFE) prepared by Primero for your
review. Dry hole costs are estimated to be $875,000.00 and the completion cost estimate is
$475,000.00, for an estimated total completed well cost of $1,350,000.00.

JTD Resources respectfully requests your support and participation in the proposed well.
In the event you elect to participate, please execute one (1) copy of the AFE and return it to us at
your earliest convenience. Upon receipt of same, we will prepare the Operating Agreement and
forward it to you for review and execution.

in the event you elect not to participate, JTD would be receptive to purchasing an Oil and
Gas Lease covering your interest in the NE/4SW/4, SE/ANW/4, SW/4ANE/4 and NW/4SE/4 of
Section 4 under the following terms and conditions: $125.00 per net mineral acre bonus
consideration, three-sixteenths (3/16ths) royalty and $2.00 per acre prepaid delay rentals for a
three (3) year, paid-up Oil and Gas Lease.



Thank you for your consideration of this proposal. Should you have any questions, please
give me a call at (432) 682-3712.

Very truly yours,

JTD Resources, LLC

wé%/o %//é/f//%g

Dan M. Leonard, Managing Member

C:ADocuments and Sctings\Owner\My Documents\MY FILES\LE FTERSUTD Letters\colliins heirs - farce pooling - kevin ahlgnm doc



Talked with Randy on 2 occasions at his office. Also calied him 3 other times:
4/15/09
2/04/09
1/13/09

Sent him an offer and paperwork on 2 occasions.

EXHIBIT 8 '3



JTD RESOURCES, LLC
P.O. Box 3422
Midland, Texas 79702

OIL AND GAS INVESTMENT (432) 682-3712  OLFICE
(432) 682-8652 FAX
February 8, 2011

Mr. Randy Ahlgrim
#2 Road 3007
Aztec, New Mexico 87410
RE Oil and Gas Lease
T-20-S, R-38-E
Section 4 SE/4 NW/4, SW/4 NE/4,
NE/4 SW/4 & NW/4 SE/4
Lea County, New Mexico

Dear Mr Ahlgnm

The Deed Records of Lea County, New Mexico indicate that you own an undivided .207519%
mineral interest under the captioned tracts of land, being 0.33203 net mineral acres, more orless The
records further reflect that your mineral interest is unleased

JTD Resources, LLC previously leased your minerals from your grandfather, Willam V Farless,
and would like to lease them again. We offer the following terms and conditions. $125 per acre bonus
consideration, 1/6th royalty and $2.00 per acre prepaid delay rentals for a 3 year term lease The form of
the lease 1s a Producers 1988, New Mexico Form 342P, Paid-Up

We have taken the liberty of preparing the Oil and Gas Lease for your consideration Should the
Lease and draft meet with your satisfaction, please execute the Lease in the presence of a Notary
Public, have your signature properly acknowledged, and mail it back to us When we receive your lease,
we will mail you a check in the amount $42.17, which represents the $125.00 per acre bonus
consideration and $2 00 per acre prepaid delay rental for the 3 year, 1/6" royalty lease covering your
0 33203 net mineral acres.

Please do not hesitate to call if you have any questions concerning this transaction We would
appreciate your prompt and favorable response.

Very truly yours,
JTD_Resources, LLC

{: J S N // , ;'
i (f,(/!"(/(,(/‘/ 4/ 1, 1l 74
tlizabéth B Leonard

C \Documents and Sctmgs\OwnenMy Documents\MY FILISVMLFTTERS ETC-OGLAOGL., Proposal 1.tnSW Nadinc\nffer to buy lease <randy ablprimd doc



Producer's 88-Producer's Rev. 1981 New Mexico Form 342P, Paid-up

O1IL & GAS LEASE

THIS AGREEMENT. made this 9th day ot February, 2011, between Randy Ahlgrim, dealing in his sole and

separate property of #2 Road 3007, Aztce, New Mesico 87410, herein called Lessor (whether onc o5 more) and
JTD RESOURCES, LLC, of P O Box 3422, Midland, Texas 79702, Lessec

I Lessor. m consideration of Ten and Other Dollats in hand paid, 1ecespt of which is hereby acknowledged, and of
the agreements of the lessee herein contained, hereby grants, leases and lets exclusively unto Lessee for the purpose
of investigaling, exploring, prospecting, drilling and operating for and producing vil and gas, injecting gas. waters.
other fluids, and air into subsurface strata, laying pipe bines, storing oil. butlding tanks, roadways. telephone hnes
and other structures and things thereon to produce, save. take care of. treat, process, store and transport said
minerals, the following described land 1n Lea County, New Mexico. heremalter referred 10 as "said land” o1 “the
land", to-wit

T-20-S, R-38-E, N M.P.M
Sec. 4. SW/4NE/4, SE/4NV/4, NE/4SW/4 & KW/ASE/4

Said land is estimated to comprise 160 acres, whether it actually comprises more or less

2 Subject to the other provisions herein contained, this tease shall remam in foree for a werm ol thiee (3) years trom
the date fust written heremabove, (called "primary term™) and as long therealter as oil or gas is produced from sard
land or from land with which said land 15 pooled .

3. The royalties to be paid by Lessce are  a) on oil, and other hquid hydrocarbons saved at the well. one-sixibi (1/6)
of that produced and saved from said land, same (o be delivered at the wells o1 to the credit of 1essor in the pipetine
to which the wells may be connected; b) on gas, casmghead gas ur vther gascous substance produced trom said land
and used off the prermses or used in the manufacture of gasoline or other products, the market value at the well of
onc-sinth (1/6) of the gas used, provided that on gas sold on o1 off the premises, the royulues shall be one sinth (1/6)
of the amount realized from such sale; ¢) and at any time when this lease is not validated by other provivions hercol
and there is a gas and/or condensate well on said land, or 1and pooled therewith but gas or condensie is not being
sold or used and such well is shut-n, etther beltoie or alter production therefrom. then on or before 90 duy s after said
well 15 shut-in, and thereafier at annual intervals, Lessee may pay or tender an advance shut-in royalty equal 1o 31 00
per net acre of Lessor's gas acreage then held under this lease by the paily making such payment or tender, and so
long as shut-in royalty is paid or tendered, this leasc shall not terminate and it shall be considered under all clauses
hereof that gas is being produced from the leased premises wn paying quantitics Fach payment shall be pad or
tendcred to the party or partics who at the time of such payment would be enutled to recetve the royalties which
would be paid under this lease if the well were in fact producing The payment or tender of royalties and shut-in
royalties may be made by check or draft  Any timely payment o1 tender of shut-in royalty which 1s made i a bona
fide antempt to make proper payment, but which 1s erroncous 1n whole or n part as to parties or amounts, shall
nevertheless be sufficient to prevent termmation of this {case v the same manner as though a proper payment had
been made if Lessee shall correct such crror within thirty (30) days after Lessee has received written notice thereof
by certificd mail from the party or partics entitied to receive payment together with such written mstruments (or
certified copies thercof) as are necessary to enable Lessee to make proper payment. The amount realized fom the
sale of gas on or off the premises shall be the price established by the gas sules contract entered into 1n good taith by
Lessee and gas purchaser for such term and under such conditions 4s ate customary in the mdustry  “Price” shall
mean the nct amount received by Lessee after giving effect to applicable regulatory orders and after application of
any applicable price adjustments specified 1 such contiact o regulatory orders. In the event l.essce compiesses.
treats, purifies, or dehydrates such gas (whether on or off the teased premises) o wansports gas aff the teased
premiscs, Lessee in computing royalty hereunder may deduct from such price a 1easonable chage for cach ol the
functions performed.

4. This is a paid-up lease and Lcssee shall not be obligated during the prumary term hereof to commence any
operations of whatsoever character or to make any payments hereunder in order to maintam this lease i force
during the primary term; however, this provision is not wntended to telieve Lessee of the obligation to pay royalties
on actual production pursuant to the provisions of Paragraph 3 hereol.

5. Lessee is hereby granted the night and power, from time to time, to pool vt combine this lease, the land covered
by it or any part or horizon thereof with any other land, leases, mineral estates or parts thereof for the production of
oil or gas Units pooled hereunder shall not exceed the standaid proration umit fined by law or by the Ol
Conservation Division of the Energy and Minerals Department of the Staic of New Mexico or by any other lawful
authority for the pool or area in which said land is situated, plus a tolerance ol ten percemt Lessee shall file written
unit designations in the county in which the premises are located and such units may be designated froin time to
time and either before or after the completion of wells  Drilling operations on o1 production from auny part of any
such unit shall be considered for all purposes, cxcept the payment of royally, as operations conducted upon or
production from the land described in this lease. There shall be allocated to the land covered by this lease included
in any such unit that portion of the total production of pocled minerals from wells in the unit, after deducting any
used in lease or umit operations, which the net o1l or gas acreage in the land covered by this lease included in the unit
bears to the total number of surface acres in the wait  The production so allucated shall be considered for all
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putposes, including the payment or delivery of royalty, to be the cntire production of paoled minerals fiom the
portion of said land covered hereby and included in said umit 1 the same mannei 4s though production fiom said
land under the terms of this lease. Any pooled unit designated by lessee, as provided herein. may be dissolved by
lessee by recording an approprate instrument in the County wherc the land s situated at any time after complenon
of a dry hole or the cessation of production on said nnit

6. 1f at the expiration of the primary term there 1s no well upon said land capable of producing o1l or gas, bu Lessee
has commenced operations for drifling or reworking thercon, this lease shall remain in force so long as opcrations
are prosccuted with no cessation of more than 60 consecutive days, whether such opcrations be on the same welt or
on a different or additional well or wells, and if they result in the production of oil o1 yas, so fong thereafter as o1l or
gas 1s produced from said land. If, after the expiration of the primary term, all wells upon said land should become
incapable of producing from any causc, this leasc shall not terminate if Lessee commences operatious for additional
drifling or for re-working within 60 days thereafter. It any drilling, addwional diilling, or 1e-wurking opetations
hereunder result in production, then this lease shall remain in full force so long therealter as ol o1 gas s produced
hereunder.

7. Lessee shall have the free use of oil, gas and water from said land, except water from Lessor's wells and anks,
for all operations hereunder, and the royalty shall be computed afier deducting any 5o uscd  Lessee shall have the
right at any time during or after the expiration of this lease to remove all property and fixtures placed by Lessee on
said fand, including the right to draw and remove all casing  When required by Lessor, Lessee will bury all
pipelines on cultivated lands below ordinaty plow depth, and no well shall be dirlled within two hundied feet (200
ft.) of any residence or barm now on said land without Lessor's consent

8. The right of either party hereunder may be assigned in whole or i part and the provisions hereof shall extend to
the heirs, executors, administrators, successors and assigns, but no change in the ownership of the land o1 i the
ownership of, or rights to receive, royalties o1 shut-in royalues, however accomplished shalf operate to enlage the
obligations or diminish the rights of Lessee, and no such change or division shall be binding upon Lessee for any
purpose until 30 days afier [.essec has been furnished by certified mail ar Lessee's principal place of business with
acceptable instruments or certified copies thereol constituting the chain of uitle from the original Lessor  [fany such
change in ownership occurs through the death of the owner, Lessee may, at its option, pay or tender royaltics or
shut-in royalties in the name of the deceased or to his estaic or to his herrs, executor o admimstiator unitl such time
as Lessee has been furnished with evidence satisfactory to Lessec as to the pasons entitled lo such suims  An
assignment of this lease in whole or in part shall, 10 the extent of such assignment, relieve and discharge Lussee of
any obligations hereunder and, if Lessce or assignee of part o1 parts hereof shall fal or make default i the pavmem
of the proportionate part of royalty or shut-in royaity due from such Lessce or assignee or fail to comply with any of
the prowvisions of this lease, such default shall not affect this lease msofar as 1t covers i part of suid lands upon which
Lessee or any assignee thereof shall properly comply or make sueh payments

9 Should Lessee be prevented from complying wih any eapress or imphied covenant of tus lease, or fiom
conducting dulling or re-working operations hereunder, or from producing oil or gas hereunder by reason of scarcity
or inability to obtain or use equipment or malcrials, or by operation of [orce majewre or by any Federal or stale law
or order, rule or regulation of governmental authonity, then while so prevented, Lessee’s duty shall be suspended and
Lessee shall not be liable for failure to comply therewith, and this lease shall be extended while and so long as
Lessee is prevented by any such cause fiom conducting drilling or te-working operations or fiom producing o1l o1
gas hereunder; and the time while Lessee is so prevented shall not be counted agamst Lessee, anything i this lease
to the contrary notwithstanding

10 Lessor hereby warrants and agrees to defend the utle to said land and agrees that Lessec at its option may
discharge any tax, mortgage or other lien upon said land, and in the cvent Lessee does so 1t shall be subtogated 10
such lien with the right to enforce same and to apply royalties and shut-in royaltics payable hercunder toward
satisfying same. Without impairment of Lessee's rights under the warranty, if this lease covers a less interest in the
oi} or gas in all or any part of said land the entire and undivided fee simple estate (whether Lessor's interest ts herein
spectfied or not) then the royalties, shut-in 10yalty, and other payments, if any, accrumg from any part as to which
this lease covers less than such full interest, shall be paid only in the proportion which the interest theremn, if any,
covered by thus lease, bears o the whole and undivided fee simple estate therein  Should any onc o more of the
parties named above as Lessors fail to execute this lease, it shall nevertheless be binding upon the party or parties
executing the same.

11 Lessee, its or his successors, heirs and assigns, shall have the right at any time to surrender this lease, m whole
or in part, to Lessor or his hewrs, successors and assigns by delivering or mailing a release thereof to the Lessor, or
by placing a release thereof of record in the county in which said land 1s situated; thereupon Lessee shall be relieved
from all obligations, expressed or iumplied, of this agreement as (0 acreage so surrendered, and thereafier the shut-in
royalty payable hereunder shall be reduced in the proportion that the acreage coveied hereby is reduced by sad
release or releases
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12. Whenever used in this leasc thc word “operations” shatl mean operations for and any of the followiwng: diilling,
testing, completing, reworking, tecompleting, decpening, cominingling. plugging back or repairing of a well in
search [or or in an endeavor to obtam production of o1l, or gas. o1 production of o1l ot gas, whether or not i paying
quantitics.

IN WITNESS WHEREOQF, this instrument 1s exccuted on the date fust above wrstten,

Randy Ahlgrim, dealing in his sole and scparatc pro-p—t;n)'

P N R R NS 2]

ACKNOWLEDGMENT

The State of NEW MEXICO }

)

Countyof H
The foregoing instrument was acknowledged before me on the day of

, 2011, by Randy Ahlgrim

Notary Public in and for the
State of New Mexico
Notary's Printed Name:

My Commission Expires:

——

NMOGH.-Prod88-BlkForm
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Elizabeth Leonard

From: “Elzabeth Leonard" <eleonard@)jtdresources com>
To: <rca2970@yahoo.com>
Sent: .  Wednesday, January 14, 2009 10 33 AM

Attach: offer to buy lease -randy ahlgnm.doc, randy ahlgrim lease - SW Nadine.doc
Subject: NM oil and gas lease

Dear Randy - attached is the Oil and Gas Lease and a cover letter explaining the lease if the lease meets with
your approval, please have it signed in front of a notary public and mail back to us Il mail you a check the next
day. if you have any questions, please call me. Elizabeih Leonard (432) 682-3712

PS - 1 will also need your address

1/14/2009



JTD RESOURCES, LLC
P.O. Box 3422
Midland, Texas 79702

OIL AND GAS INVESTMENT (432) 682-3712 OVTICE
(432) 682-8652 FAX
January 14, 2009

Mr. Randy Ahlgrim .
Aztec, New Mexico 87410
RE: Oil and Gas Lease
T-20-S, R-38-E
Section 4 SE/4 NW/4, SW/4 NE/4,
NE/4 SW/4 & NW/4 SE/4
Lea County, New Mexico

Dear Mr Ahlgrim:

The Deed Records of Lea County, New Mexico indicate that you own an undwided 207519%
mineral interest under the captioned tracts of land, being 0 33203 net mineral acres, more or less The
records further reflect that your mineral interest is unleased.

JTD Resources, LLC previously leased your minerals from your grandfather, Willam V. Farless,
and would hke to lease them again We offer the following terms and conditions: $125 per acre bonus
consideration, 1/6th royalty and $2 00 per acre prepaid delay rentals for a 3 year term lease. The form of
the lease is a Producers 1988, New Mexico Form 342P, Paid-Up.

We have taken the liberty of preparing the Oil and Gas Lease for your consideration Should the
Lease and draft meet with your satisfaction, please execute the Lease in the presence of a Notary
Public, have your signature properly acknowledged, and mail it back to us. When we receive your lease,
we will malt you a check in the amount $42 17, which represents the $100 00 per acre bonus
consideration and $2.00 per acre prepaid defay rental for the 3 year, 1/6" royalty lease covering your
0.33203 net mineral acres

Please do not hesitate to call if you have any questions concerning this transaction We would
appreciate your prompt and favorable response.

Very truly yours,

JTD Resources, LLC

Elizabeth B Leonard

CA\Documents and Scttings\Ownen\Local Sctings\Temporary Internet Files\Content IESA\WPIZWHENofter tu buy lease -randy ahlgrim doc



Producer's 88-Praducer's Rev. 1981 New Mexico Form 342P, Paid-up
OIL & GAS LEASE

THIS AGREEMENT, made this 14th day of January, 2009, between Randy Ahlgrim, dealing in his sole and

scparate pioperty of , Aztec, New Mexico 87410, herein called Lessor (whether one o1 moie) and
JTD RESOURCES, LLC, of P.O. Box 3422, Midland, Texas 79702, Lessec

1. Lessor, in consideration of Ten and Other Dollars in hand paid, receipt of which 1s hereby acknowledged, and of
the agreements of the lessee herein contained, hereby grants, leases and lets exclusively unto [ essec for the purpose
of investigating, exploring, prospecting, drilling and operating for and producing oil and gay injecting gas. waters,
other fluids, and air into subsurface strata, laying pipe lines, storing oil, building tanks. roadways, tclephone lines
and other structures and things thereon to produce, save, take care of, treat, process, storc and transport said
minerals, the following described land in Lea County, New Mexico, heremalier ieferred to as "said land” or "the
land", to-wit

T-20-S, R-38-E, N.M.P.M.
Sec. 4: SW/4NE/4, SE/4NW/4, NE/4ANW/4 & NW/4SE/4

Said land is estimated to comprise 160 acres, whether it actually comprises mote or less

2. Subject to the other pravisions herein contained, this lcase shall remam in foree for a term ot three (3) years from
the date first written hereinabove, (called "ptimary term") and as long thereafter as oth ot gas is produced fiom said
land or from land with which said land is pooled

3 The royalties to be paid by Lessee arc: a) on oil, and other iquid hydrocarbons saved at ithe well, one-sixth (1/6)
of that produced and saved from said land, same to be delivered at the wells o1 to the credit of Lessor in the pipeline
to which the wells may be connected; b) on gas, casinghead gas or other gaseous substance produced fiom said land
and used off the premises or used in the manufacture of gasoline or uther products, the market value at the well of
one-sixth (1/6) of the gas used, provided that on gas sold on or off the premises, the royalties shall be une sixth (1/6)
of the amount realized [rom such sale, ) and at any time when this lease is not vatidated by other provisions hereot
and there is a gas and/or condensate well on said land, or land pooled therewith, but gas or condensate is not being
sold or used and such well is shut-in, either before or after production therctrom, then on or hefore 90 days after said
well1s shut-in, and thereafter at annual intervals, Lessee may pay or {ender an advance shut-in royaity cqual to $1 00
per net acre of Lessor's gas acreage then held under this lease by the party making such payment o tende), and so
long as shut-in royalty is paid or tendered, this lease shall not termmate and 1t shall be convidered under all clauses
hereof that yas 1s being produced from the [cased premises in paying quantiuies. Each payinent shalt be pad or
tendered lo the party or partics who at the time of such payment would be entitled 1o receive the royalties which
would be paid under this lease 1f the well were in fact producing  The payment o tender of rovalties and shutin
royalties may be made by check or draft  Any timely payment or tender of shut-in royalty which iy made i a bona
fide attempt (0 make proper payment, bul wiich is erroncous in whale or in part as to parties ar amounts, shall
nevertheless be sufficient to prevent termination of this lease n the same manner as though a propet payment had
been made if Lessee shall correct such error within thirty (30) days after Lessee has received written notice thereof
by certified mail from the party or parties entitled to receive payment together with such wrnitten instruments (or
certified copies thereof) as are necessary to enable Lessce to make pioper payment. ‘The amount reahized Irom the
sale of gas on or off the premises shall be the pnice established by the gas safes contract entered into in good faith by
Lessee and gas purchaser for such term and under such conditions as are customary i the industry. “Price” shall
mean the net amount received by Lessee alter giving cffect to applicable 1egulatory orders and afier apphication of
any applicable price adjustments specified in such contract or regulatory orders. Tu the cvent Lessee compresses,
treats, purifies, or dehydrates such gas (whether on or off the leased premises) or transports gas off the leased
premises, Lessee in computing royalty hereunder may deduct fromn such price a reasonable chuarge for each of the
functions performed.

4. This is a paid-up lease and Lessce shall not be obligated during the primary term hereof o commence any
operations of whatsoever character or 1o make any payments hereunder in order to maintamn this leasce in force
during the pnmary term; however, this provision is not intended to relieve Lessee of the obligation to pay royalties
on actual production pursuant to the provisions of Paragraph 3 hercot.

S. Lessee is hereby granted the right and power, from time to time, 10 pool or combine this lease, the tand covered
hy it or any part or horizon thereof with any other Jand, leases, mineral estates or parts thereof {or the production of
oil or gas. Units pooled hereunder shall not exceed the standard proration unit fixed by law or by the Oil
Conservation Division of the Energy and Minerals Department of the State of New Mexico or by any other lawful
authority for the pool or area in which said land is situated, plus a tolerance of ten percent  Lessee shall file written
unit designations in the county in which the premises are located and such unmits may be designated from time to
time and either before or after the completion of wells Drilling operations on or production from any part of any
such umt shall be considered for all purposes, except the payment of royalty, as operations conducted upon or
production from the land described in this lease. There shall be allocated to the land covered by this lease included
in any such unit that portion of the total production of pooled minerals fiom wells in the unit, afler deducting any
used in lease or unit operations, which the net oil or pas acreage n the land covered by this lcase included in the unit
bears to the total number of surface acres in the unit  The production so allocated shall be considered for all
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purposes, including the payment or delivery of royalty, to be the entire production of pouvled nmuncrals from the
portion of said land covered hereby and included in said unit in the same manne: as though production {rom said
land under the terms of this leasc. Any pooled unit designated by lessee, as pruvided herein may be dissolved by
lessee by recording an appropriate instrument in the County where the land is sttuated at any ume after completion
of a dry hole or the cessation of production on said untt.

6. If at the expiration of the primary lerm there 1s no well upon said land capable of producing oil or gas, but Lessee
has commenced operations for drilling or reworking thereon, this lease shall reman in furce so long a5 aperations
are prosecuted with no cessation of more than 60 consecutive days, whether such operations he on the same well or
on a different or additional well or wells, and il they result in the production of o1} ur gas, so long thereafier as oit or
gas s produced from said land If; after the expiration of the primary term, all wells upon said fand should become
incapable of producing from any cause, this lease shall not termmalte 1f Lessce commences operations for additional
drilling or for re-working within 60 days thercafter If any drilling, additional diilling, or 1e-woiking operations
hercunder result in production, then this lease shall rtemain in full force so long thereafter as oil or gas 1s produced
hereunder

7 Lessee shall have the free use of oil, gas and water from said land, except water fiom Lessor's wells and tanks,
for all operations hereunder, and the royalty shall be computed after deducting any so used  Lessce shall have the
right at any time during or after the expiration of thus lease to remove all property and fixtures placed hy 1 essee on
said land, including the right to draw and remove all casing. When tequited by Lessor, Lessee will bury all
pipelines on cultivated lands below ordinary plow depth, and no well shall be drlled within two hundred feet (200
ft.) of any residence or bamm now on said land without 1.essor's consent

8 The night of cither party hereunder may be assigned in whole or in part and the provisions hereof shall extend to
the hetrs, exccutors, admimstrators, successors and assigns; but no change n the ownership of the land or in the
ownership of, or rights to receive, royalties or shut-in royalties, however accomplished shall operate w enlarge the
obligations or diminish the nghts of Lessee, and no such change or division shall be binding upon Lessee for any
purpose until 30 days after Lessee has been furmished by certified mail al Lessee's principal place of business with
acceptable mstruments ot certified copies thereof constituting the chain of title from the origimal Lessor 17 any such
change in ownership accurs through the death of the owner, Lessee may, at its option, pay or tender royaltics of
shut-in royalties in the name of the deccased or to his estate or to his heirs, executor or admimstiator unlit such ime
as Lessee has been furnished with evidence satisfactory to Lessce as to the persons entitied to such sums  An
assignment of this lease in whole or in part shall, to the extent of such assigninent, reheve and discharge Lessee of
any obligations hereunder and, if Lessee or assignee of part or parts hereof shalt fail or make default in the payment
of the proportionate part of royalty or shut-in royalty due from such Lessee or assignee or fail to comply with any of
the provisions of this lease, such default shall not affect this lease insofar as it covers a part of said lands upon which
Lessee or any assignee thereof shall properly comply or make such payments

9. Should Lessee be prevented from complying with any express or wmphied covenant of this lease, or from
conducting dniling or rc-working operations hereunder, or from producing oil or gas hereunder by reason of scarcity
or mability to obtain or use equipment or matertals, or by operation of force majeure, or by any Federal or state taw
or order, rule or regulation of governmental authority, then while so prevented, Lessee's duty shatl be suspended and
Lessee shall nol be Liable for fatlure to comply therewith, and this lease shall be extended while and so long as
Lessee is prevented by any such cause from conducting drilling or re-working vperations or trom producing ol or
gas heréunder; and the time while Lessee is so prevented shall not be counted agamst Lessee, anything i thus lease
to the contrary notwithstanding.

10. Lessor hereby warrants and agrees to defend the title to said land and agrecs that Lessee at its option may
discharge any tax, mortgage or other lien upon said land, and in the event Lessec docs so it shall be subrogated to
such lien with the right to enforce same and 1o apply royaltics and shut-in royaltics payable hereunder toward
satisfying same. Without impairment of Lessee’s rights under the warranty, if this lease covers a less interest in the
oil or gas in all or any part of said land the entire and undivided fee simple estate (whether Lessor's interest is herein
specificd or not) then the royalties, shut-in royalty, and other payments, if any, accruing from any part as 1o which
this lease covers less than such fuil interest, shall be paid only in the proportion which the interest therein, 1f any,
covered by this lease, bears to the whole and undivided fee simple estate therein - Should any one or more of the
parties named above as Lessors fail to execute this lease, 1t shall nevertheless be binding upon the party or parties
executing the same

11. Lessee, its or his successors, heirs and assigns, shall have the night at any lime to surrender this lease, 1n whole
or In part, to Lessor or his heirs, successors and assigns by delivering or mailing a release thereof to the Lessor, or
by placing a release thereof of record in the county in which said land 15 situated, thereupon Lessee shall be relieved
from all obligations, expressed or implied, of this agrecment as to acreage so surrendered, and thereafier the shut-in
royalty payable hereunder shall be reduced in the proportion that the acreage covered hereby 1s teduced by sad
release or releases.
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12. Whenever used in this lease the word “operations™ shall mean operations for and any of the tollowing  drilling,
testing, completing, reworking, recompleting, deepening, commungling, plugging back or repatring ot a well in
search for or in an endeavor 1o obtain production of o1l, or gas, or production of o1l or gas, whether or not in paying
quantities.

IN WITNESS WHEREOQF, this instrument is executed on the date first above writnten,

Randy Ahlgrim, dealing in his sole and _s_éEarmc pmpcny

(AR R R R L R R R RS S R RS SR Y Y

ACKNOWLEDGMENT

The State of NEW MEXICO

County of

The foregoing instruimcnt was acknowledged before me on the _ day of
, 2009, by Randy Ahlgrim

Notary Public in and for the
State of New Mexico
Notary’s Printed Namc

My Commission Expires:
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JTD RESOURCES, LLC
P.O. Box 3422
Midland, Texas 79702

OIL AND GAS INVESTMENT (432) 682-3712 OFFICE
(432) 682-8652 FAX

July 15, 2011

Mr. Randy Ahlgrim
No. 2 Road 3007
Aztec, New Mexico 87410

RE:  Proposal to Drill the Caliins
Heirs No 1 Well
T-20-S, R-38-E
Section 4; NE/4SW/4
Lea County, New Mexico

Dear Mr. Ahigrim

JTD Resources, LLC hereby proposes to drill the Collins Heirs No. 1 Well at an orthodox oil
well location in the NE/4SW/4 of Section 4, Township 20 South, Range 38 East, NM.P.M,, Lea
County, New Mexico. The well will be operated by Primero Operating, Inc., and is scheduled to be
drilled to 7,800 feet or to a depth sufficient to test the Abo formation Primero Operating
anticipates commencing drilling operations in October of 2011

We enclose two copies of an Authority for Expenditure (AFE) prepared by Primero for your
review Dry hole costs are estimated to be $875,000.00 and the completion cost estimate is
$475,000.00, for an estimated total completed well cost of $1,350,000.00

JTD Resources respectfully requests your support and participation in the proposed well.
In the event you elect to participate, please execute one (1) copy of the AFE and return it to us at
your earliest convenience. Upon receipt of same, we will prepare the Operating Agreement and
forward it to you for review and execution.

in the event you elect not to participate, JTD would be receptive to purchasing an Qil and
Gas Lease covering your interest in the NE/4SW/4, SE/ANW/4, SW/ANE/4 and NW/4SE/4 of
Section 4 under the following terms and conditions: $125.00 per net mineral acre bonus
consideration, three-sixteenths (3/16ths) royalty and $2.00 per acre prepaid delay rentals for a
three (3) year, paid-up Oil and Gas Lease.



Thank you for your consideration of this proposal. Should you have any questions, please
give me a call at (432) 682-3712.

Very truly yours,

JTD Resources, LLC

Dan M. Leonard, Managing Member

C \Documents and Settings\Owner\My Documents\MY FILES\LETTERSUTD Lettersicollins heirs - force pooling - randy ahlgnim.doc



Have never spoken with Kathleen Reynolds. Have spoken to her 'sister, Kimberly
Ahlgrim, and she said to send Kathleen's paperwork to her and have her call me. She
would not give out her phone number or address. |Also called Kathleen's mother-in-law.
She said she and her son (Kathleen's husband) used to live with them, but they just
moved and she didn't have an address or number for them. Gave her our name and
number and asked her to have Kathieen call, but she never called.

EXHIBIT M



JTD RESOURCES, LLC
P.O. Box 3422
Midland, Texas 79702

OIL AND GAS INVESTMENT (432) 682-3712  OFFICE
(432) 682-8652 FAX
February 8, 2011

Ms. Kathleen Ahlgrim
1277 West 790 North
St George, Utah 84770
RE Ol and Gas Lease
T-20-S, R-38-E
Section 4 SE/ANW/4, SWI4NE/4,
NE/4SW/4 & NW/4SE/4
tea County, New Mexico

Dear Ms. Ahignim;

The Deed Records of Lea County, New Mexico indicate that you own an undivided .207519%
mineral interest under the captioned tracts of land, being 0.33203 net mineral acres, more or less The
records further reflect that your mineral interest 1s unleased.

JTD Resources, LLC previously leased your minerals from your grandfather, William V' Farless,
and would like to lease them again We offer the following terms and conditions: $125 per acre bonus
consideration, 1/6th royalty and $2.00 per acre prepaid delay rentals for a 3 year term lease. The form of
the lease is a Producers 1988, New Mexico Form 342P, Paid-Up

We have taken the liberty of preparing the Oif and Gas Lease for your consideration. Should the
Lease and draft meet with your satisfaction, please execute the Lease in the presence of a Notary
Public, have your signature properly acknowledged, and mail it back to us When we receive your lease,
we will mail you a check in the amount $42 17, which represents the $125.00 per acre bonus
consideration and $2 00 per acre prepaid delay rental for the 3 year, 1/8" royalty lease covering your
0.33203 net minera! acres

Please do not hesttate to call if you have any questions concerning this transaction We would
appreciate your prompt and favorable response

Very truly yours,

JTD Resources, LLC
7 ; Al

Sl il (s Fon
Elizabeth B. Leonard

C\Docutnents and Scitings\Owner\My DocumentsWY FILES\LETTERS, ETC-OGLYOGL Proposal LS W Nadinelof¥er to buy lease - himberdy
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Producer's 88-Producer's Rev. 1981 New Mexico Foim 342P, Paid-up

OIL & GAS LEASE

THIS AGREEMENT. made this 9th day of Febiuary, 2011, between Kathleen Ahlgrim, dealing in her sole and

separate property of 1277 W. 790 N., St George, Utah 84770, hercin called Lessor (whether one or more) and JTD
RESOURCES, LLC, of PO Box 3422, Mudland, Texas 79702, Lessee

1 Lessor, in considcration of Ten and Other Dollars in hand paid, receipt ot which 1s hereby acknowledged, and of
the agreements of the lessce herein contained, hereby grants, leases and lets exclusively unto Lessee for the purpose
of investigating, exploring, prospecting, driliing and operating, for and producing o1l and gas. injecting gas, waters,
other fluids, and air into subsurface strata, laying pipe lines, storing oil, building tanks, roadways, telephone lines
and other structures and things thercon to produce, save. take care of, treat, process, storc and transport said
minerals, the following described land in Lea County, New Mexico, heremafier teferred to as “said land” o1 "the
land", to-wit:

T-20-§, R-38-E, N.M.P.M.
Sec. 4 SW/4NE/4, SE/4NW/4, NE/4SW/4 & NW/4SE/4

Said land is cstimated to comprisc 160 acres, whether it actually comprises more or less

2 Subject to the other provisions herein contained, this lease shall remain in force for a term of three (3) years fiom
the date first wrtten heremnabove, (called "primary term") and as fong thercalfter as oil or gas 1s produced from said
land or from land with which said land is pooled.

3 The royaltics to he paid by Lessee are: a) on oil, and other liquid hydrocarbons saved at the well, one-sixth (1/6)
of that produced and saved from said land, same to be delivercd at the wells or to the eredit of Lessor in the pipeline
to which the wells may be connected, b) on gas. casinghead gas or other gascous substance produced from said land
and used off the premises or used in the manufacture of gasolne or other products, the market value at the well of
one-sixth (1/0) of the gas used. provided that on gas sold on o1 off the prenuses, the 1oyalties shall be one sixth (1/6)
of the amount realized from such sale, ¢) and at any time when this lcase 15 not vahidated by other provisions hereof
and there is a gas and/or condensale well on sard land, or Jand pooled therewith, but gas or condensale 1s not beg
sold or used and such well is shut-in, eithel before or after production theiefrom, then un or before 90 days afler sawd
well 18 shut-in, and thereafier aL annual intervals, Lessee may pay or tender an advance shut-in royally equal w $1.00
per net acre of Lessor's gas acreage then held under this lease by the party making such pavinent or ender, and so
long as shut-in royalty is paid or tendered, this lease shall not tenminate and it shull be considered under all clauses
hereot that gas 15 betng produced rom the leased premises in paying quantities. Euch payment shall be paid m
tendered to the party or partics who at the ime of such payment would be entitled to receive the royalties which
would be paid under this lease if the well were in fact producing. The payment or tender of royaliies and shut-in
royalties may be made by check or drafi. Any timely payment or tender of shut-in tovalty which is made in a buna
fide atrempt to make proper payment, but which is erroncous in whole or in part us w parties or amounts, shall
nevertheless be sufficient to prevent termination of this lease in the same mannes a5 though g proper payment had
been made if Lessee shall correct such crror within thirty (30) days after Lessee has received written notice theteof
by certified mail Irom the party or patties entitled to receive payment together with such wrinen instruments (o1
certified copies thereof) as are necessary to cnable Lessee to make proper payment  The amount reahized from the
sale of gas on or off the prenuses shall be the price established by the gas sales contract entered into in good faith by
Lessee and gas putchaser for such termi and under such condittons as are customary n the mdustry. "Price” shall
mean the ner amount received by Lessee after giving effect to applicable regulatory orders and after application of
any apphcable price adjustments specified i such contract or regulatory orders. In the event Lessee compresses,
treats, purifies, or dehydrates such gas (whether on or off the leased prenuses) or transports gas off the leased
premises, Lessee in computing royalty hereunder may deduct from such price a 1easonable charge for each of the
functions performed

4. This 1s a paid-up lease and Lessee shall not be obligated during the primary teim hercof (o commence any
operations of whatsoever character or t0 make any payments hereunder in order to maintain this leasc n force
during the primary term; however, this provision is not intended to relieve Lessee of the obligation to pay ioyalties
on actual production pursuant 1o the provisions of Paragraph 3 hereof

5 Lessee 1s hereby granted the right and power, from time to time, to pool or combine this lease, the land covered
by it or any part or horizon thereof with any other land, leases, mineral estates or parts thereof for the production of
o1l or gas. Units pooled hereunder shall not cxceed the standard proration unit fixed by law or by the Oil
Conservation Division of the Energy and Minerals Department of the State of New Mexico or by any other lawful
authonity for the pool or area in which said land 1s situated, plus a tolerance of ten percent | essce shall file written
unit designations 1n the county 1n which the premises are located and such units may be designated from time to
time and either before or after the completion of wells  Dritling operations on or production fiom any part of any
such unit shall be considered for ail purposes, except the payment of royalty, as operatons conducted upon or
production from the land described in this lease. There shall be allocated to the land covered by this lease included
in any such unit that portion of the total production of pooled mimerals from wells in the unit, after deducting any
used in lease or unit operations, which the net oil or gas acreage n the land covered by this lease included n the unit
bears to the total number of surface acres in the unit. The production so allocated shall be considered for all
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purposes, including the payment or delivery of royalty, 10 be the ente production of pooled minerals from the
portion of said land covered hereby and included n said unit 1w the same manner as though production from said
land under the terms of this lcase  Any pooled unit designated by lessce, as provided heicin, may be dissolved by
lessee by rccording an appropriate instrument m the County where the land 1s situated at any tnne afier complction
of a dry hole or the cessation of production on said unit

6 If at the expiration of the primary term there is no well upon said land capable of producing o1l or gas, but |essee
has commenced operations for dnlling or teworking thereon. tus lease shall remawn in force so long as operations
are prosccuted with no cessation of more than 60 consecutive days, whether such operations be on the samic well or
on a different or additional well or wells, and il they result m the production of vil ot gas, so long thereafler as oil or
gas 1s produced from said land 1E, after the expiration of the primary term, all wells upon said land should become
incapable of producing from any cause, this lease shall not terminate if Lessee commences operations for additional
drilhng or for re-working within 60 days thereafter. If any drilling, additonal duiling, o re-working operations
hereunder result in production, then this lease shall remain in tull force so long thereafict as o1 o1 gas 15 produced
hereunder

7. Lessce shall have the free use of oil, gas and water from said land. cxcept water from [.essor's wells and tanks,
for all operations hereunder, and the royalty shall be computed after deducting any s0 used. Lessee shall have the
right at any time during or after the expiration of this lease to remove all property and fixturcs placed by Lessee on
said land, including the right to draw and remove all casing. When 1equired by Lessor. Lessee will bury all
pipelines on cullivated lands below ordinary plow depth, and no well shall be drilled within two hundied feet (200
fi.) of any residence or ham now on said land without Lessor's consent

8 The right of cithor party hercunder may be assigned in whole or in part and the provisions hercof shall extend 1o
the heirs, executors, administrators, successors and assigns; but no change in the ownership of the land or m the
ownership of, or rights to recetve, royalties or shut-in royalties, however accomplished shall operate to enlarge the
obligations or diminish the rights of Lessce. and no such change or division shall be binding upon Lessee for any
purpose until 30 days after Lessee has been futmshed by certified mail at Lessee's principal place of business with
acceptable instruments o1 certified copies thereof constituung the chain of utle from the erigmal Lessor. 1f any such
change in ownership occurs through the death of the owner, Lessee may, at its option, pay or tender royaltics or
shut-1n toyalties in the name of the deceased or to his estate or Lo his heirs, executor or administrator until such time
as Lessee has been furmished with evidence satisfactory to Lessee as to the persons entitled to sueh sums  An
assignment of this lease 1n whole or in part shali, to the extent of such assignment relicve and discharge Lessee of
any obligations heicunder and, if Lessce ar assignee of part ar parts heteot shatl far or make default i the payment
of the proportionate part ol royalty or shut-in rovalty due fiom such Lessee or assignee or fail to comply wih any of
the provisions of this lease, such default shall not affect thiy lease wisofar as it covers o part ol said lands upon which
Lessee or any assignee thereof shall properly comply or make such payments.

9 Should Lessee be prevented from complying with any express or implied covenant of this lease, or fiom
conducting drilling or re-working operations hereunder, or from producing oil or gas hereunder hy reason of scurcity
or mabihty to obtain or use equipment or materials, or by opcration of force majeurc, or by any Federal or statc law
ot order, rule or regulation of governmental authority, then while so prevented, Lessee's duty shall be suspended and
Lessee shall not be hable for faiture to comply therewith: and this lease shall be extended while and so long as
Lessee 1s prevented by any such cause from conducting dritling or re-working operations or from producing oil or
gas hereunder; and the time while Lessee is so prevented shall not be counted against Lessce. anything in this lcase
to the contrary notwithstanding

J0. Lessor hereby warrants and agrees to defend the ttle to said land and agiees that Lessee at its option may
discharge any tax, mortgage or other lien upon said land, and in the event Lessee does so it shall be subrogated to
such lien with the right to enforce same and to apply royalties and shut-in royalties payable hereunder toward
satisfying same Without impairment of Lessee's rights under the warranty. if this lease covers a less interest m the
oil or gas in all or any part of said land the entire and undivided fec simple estate (whether Lessot's interest is herein
specified or not) then the royalties, shut-1n royalty, and other payments. if any, accruing from any part as to which
this lease covers less than such full interest, shall be paid only in the proportion which the interest therein, +f any,
covered by this lease, bears to the whole and undivided fee sumple estate therein Should any one or more of the
parties named above as Lessors fail to execute this lease, it shall nevertheless be binding upon the party or parties
executing the same.

11. Lessee, its or his successors, heits and assigns, shall have the right at any time to surrender this lease, in whole
o1 1n part, to Lessor o1 lus heirs, successors and assigns by delivering or mailing 4 release thereof to the Lessor, or
by placing a release thereof of record in the county in which said land 1s situated, thereupon Lessee shall be relieved
from all obligations, expressed or implied, of this agreement as to acreage so surrendered, and thereafter the shut-in
royalty payable hereunder shall be reduced in the proportion that the acreage covered hereby is reduced by said
release or rcleases.
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12. Whenever used in this lease the word “operations™ shall mean operations for and any of the foltowing' drilling,
testing, completing, reworking, recompleting, deepening, plugging back or repaning of a well in scarch for or in an
endeavor 1o obtain production of oil, or gas, or production of o1l or gas. whethet or not 1n paying quantities.

IN WITNESS WHEREOQF, this instrument is executed on the date first above written.

Kathleen Ahlgiim, dealing i her solc_al;—d"scpaﬂl ate property

MEKEEEEFKRACAT AR B SRR RS R R AR ISk h R R KN TR KX

ACKNOWLEDGMENT

The State of UTAH }
}
County of }

The foregoing tnstrument was acknowledged before me on the __
, 2011, by Kathleen Ahlgrinm.

day of

Notary Public i and for the
Stale of Utah

Notary’s Printed Name___
My Commission Expires
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JTD RESOURCES, LLC
P.O. Box 3422
Midland, Texas 79702

OIL AND GAS INVESTMENT (432) 682-3712 OFFICE
(432) 682-8652 FAX

July 15, 2011

Ms. Kathleen Reynolds
554 West 1425 North
Cedar City, UT 84721

RE:  Proposal to Drill the Collins
Heirs No. 1 Well
T-20-8, R-38-E
Section 4: NE/4SW/4
Lea County, New Mexico

Dear Ms. Reynolds:

JTD Resources, LLC hereby proposes to drill the Collins Heirs No. 1 Well at an orthodox oil
well location in the NE/4SW/4 of Section 4, Township 20 South, Range 38 East, NNM.P.M., Lea
County, New Mexico. The well will be operated by Primero Operating, Inc., and is scheduled to be
drilled to 7,800 feet or to a depth sufficient to test the Abo formation. Primero Operating
anticipates commencing drilling operations in October of 2011.

We enclose two copies of an Authority for Expenditure (AFE) prepared by Primero for your
review. Dry hole costs are estimated to be $875,000.00 and the completion cost estimate is
$475,000.00, for an estimated total completed well cost of $1,350,000.00.

JTD Resources respectfully requests your support and participation in the proposed well.
In the event you elect to participate, please execute one (1) copy of the AFE and return it to us at
your earliest convenience. Upon receipt of same, we will prepare the Operating Agreement and
forward it to you for review and execution.

In the event you elect not to participate, JTD would be receptive to purchasing an Oil and
Gas Lease covering your interest in the NE/4SW/4, SE/ANW/4, SW/ANE/4 and NW/4SE/4 of
Section 4 under the following terms and conditions. $125.00 per net mineral acre bonus
_ consideration, three-sixteenths (3/16ths) royally and $2 00 per acre prepaid delay rentals for a
three (3) year, paid-up Ot and Gas Lease.



Thank you for your consideration of this proposal. Should you have any questions, please
give me a call at (432) 682-3712.

Very truly yours,

JTD Resources, LLC

D bl

Dan M. Leonard, Managing Member
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JTD RESOURCES, LLC

P.O. Box 3422
Midland, Texas 79702
OIL AND GAS INVESTMENT (432) 682-3712 OFFICE
(432) 682-8652 FAX
July 15, 2011

Ms. Kathleen Reynolds
C/O Ms. Kimberly Ahlgrim
1277 West 790 North

St. George, Utah 84770

RE:  Proposai to Drill the Collins
Heirs No. 1 Well
T1-20-S, R-38-E
Section 4. NE/4ASW/4
Lea County, New Mexico

Dear Ms. Reynolds:

JTD Resources, LLC hereby proposes to drill the Collins Heirs No. 1 Well at an orthodox oil
well location in the NE/4SW/4 of Section 4, Township 20 South, Range 38 East, N.M.P.M., Lea
County, New Mexico. The well will be operated by Primero Operating, Inc., and is scheduled to be
drilied to 7,800 feet or to a depth sufficient to test the Abo formation. Primero Operating
anticipates commencing drilling operations in October of 2011.

We enclose two copies of an Authority for Expenditure (AFE) prepared by Primero for your
review. Dry hole costs are estimated to be $875,000.00 and the completion cost estimate is
$475,000.00, for an estimated total completed well cost of $1,350,000.00.

JTD Resources respectfully requests your support and participation in the proposed well.
In the event you elect to participate, please execute one (1) copy of the AFE and return it to us at
your earliest convenience. Upon receipt of same, we will prepare the Operating Agreement and
forward it to you for review and execution.

In the event you elect not to participate, JTD would be receptive to purchasing an Oil and
Gas Lease covering your interest in the NE/4SW/4, SE/4NW/4, SW/4ANE/4 and NW/4SE/4 of
Section 4 under the following terms and conditions: $125.00 per net mineral acre bonus
consideration, three-sixteenths (3/16ths) royalty and $2.00 per acre prepaid delay rentals for a
three (3) year, paid-up Oil and Gas Lease.



Thank you for your consideration of this proposal. Should you have any questions, please
give me a call at (432) 682-3712.

Very truly yours,

JTD Resources, LLC

Dan M. Leonard, Managing Member
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Deceased persons:

Heirs of William V. Farless, deceased
- unknown heirs - Mr. Farless had three wives, and children from those wives. In
addition, he adopted the prior children of one of his wives.

Heirs of William E. Farless, deceased
- unknown heirs -

Heirs of Charlene Ahlgrim, deceased
- unknown heirs -

Heirs of Vernon McKinney, deceased
- he died in 2005 in Dona Ana, County, NM - called the county clerk and district clerk
and neither have a probate or will for him. Unable after search to locate any heirs.

Heirs of Timothy Ahlgrim, deceased
- unknown heirs - not sure he had any heirs

Vernell Fenn - address unknown
- tried internet searches for her. Think she was married three times - the last time to Alan
Tobish in Arizona. Tried all numbers and information for her and Alan Tobish - no
working numbers or current addresses.

Male child of William V. Farless and Edna Condo - address unknown
- after an internet search, thought that Edna Condo may be Edna Condo Bradford, who
has died. Called her son and he didn't know anything about his mother having another
child. E-mailed the owner of a family tree that listed a "male Farless" and she didn't have
any information about him.

Fathers of unknown children:

1) William V. Farless, deceased

2) William E. Farless, deceased
- unknown if married at time of death -

3) Vernon McKinney, deceased
- surviving spouse of William V. Farless' daughter Vernell Fenn, who died intestate -

unknown who his heirs are -

4) Timothy Ahlgrim
- grandson of William V. Farless who predeceased his mother, Charlene Ahlgrim - may

have had unknown children
EXHIBIT c

—_————



5) Vernell Fenn
- daughter of William V. Farless - do not know if still living (see above)

6) Male child of Wm. V. Farless
- no clue as to whereabouts or if still living (see above)



PRIMERO OPERATING, INC

PO Box 1433, Roswoll, NM 88202-1433
5056.622.1001

Authority For Expenditure

Collins Heirs 81 15-Jul-11
Sec 4. T20S, R38E, Unit K Day
Lea County, NM

Dry COMPLETED
INTANGIBLE EXPENSE Hole WELL
Damages, Permit, Title, Survey Etc. 15000 15000
Conductor, Rat and Mouse hole 6000 6000
Location Costs 30000 30000
Mobilization 20000 20000
Rig; Daywork, 18 days @ 12000 207000 207000
Fuel. 18 days @ 500 gpd @ 3.8/gal 34200 34200
Closed Loop System, 18 days @ 2000 36000 36000
Fluid and Cuttings Haul and disposal ' 70000 70000
Bits 30000 30000
Drilling Chemicals 25000 25000
Water 15000 15000
Rentals; Housing, Sewage, etc 5000 5000
Surface Casing, 1550° of 8 5/8" 24# 26,350 26,350
Cement for Surface 20,000 20,000
Casing Crews 4,000 4,000
Mud Logging 13 days @ 1100 +RU 15,400 15,400
Electric Logs 20,000 20,000
Geologist 20,000 20,000
Field Supervision 18 days @ 800 + exp 18,000 18,000
Admin Overhead 6,500 6,500
Insurance 2,500 2,500
Plugging @ Cleanup 50,000
Taxes and Contingencies 15% 98,243 90,743
Casing Crews, Production ' 5,000
Cement, Production 40,000
Location and Anchors 2,000
Compietion Unit, 10 days @ 3800 38,000
Rental Surface Eq. 5,000
Rental Downhole Eq., pkrs plugs 5,500
Logging and Perforating 6,000
Waler 5,000
Trucking and Roustabout 8,000
Electnfication 10,000
Overhead 5,500
Supervision 10 Days @ 800 8,000
Stimulation, Acid and Frack 300,000
Taxes and Contingencies 15% 0 65,700
Total Dnlling and Completion 774,193 1,220,393
Tangible Dnlling and Comp Costs.
Surface Welltheads 2000 2,500
Production Casing 7550' 5 1/2" 17# 1-80 124,800
Tubing 50,700
Tubing Head and Xmas Tree 1,500
Tankage: 2 500 bbls steel + 1 210 FG 30,000
Separator 12,000
Pumping Unit 60,000
Rods & Pump 20,000
Valves and Connections 15,000
Taxes and Contingencies, 10% 200 31,650
Total Tangible Expense 2,200 348,150

Total Estimated Well Costs $776,393 31,568,543

The costs shown are ESTIMATES ONLY, you are responsible for your pro-rata
share of costs be they Higher or Lower

For By:

Title: Date

EXHIBIT



