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December 5, 2001

Howard E. Henderson
5809 N. 24th Place
Phoenix, AZ 86016

Certified Mail 7000 1670 0006 8579 2718

Re:  Pictured Cliffs & Fruitland Coal Well Proposal
RPC #17-3 Well
SW/4-Section 17-T29N-R13W
San Juan County, New Mexico

Dear Mineral Owner:

Richardson Production Company proposes to drill a downhole commingled Pictured Cliffs &
Fruitiand Coal well on the captioned lands. A recent check of the county records indicates that
you own a 6.5 net acre unleased mineral interest within the spacing unit. The RPC #17-3 well
will be located in the SW/4 of Section 17. The Pictured Cliffs spacing unit covers the SW/4
and the Fruitland Coal spacing unit covers the S/2 of Section 17. Your lands may or may not
be covered under both spacing units.

Enclosed for your review is an AFE itemizing the estimated costs for the well. In the event you
wish to participate in this drilling and completion attempt, please return an executed copy of the
AFE to the undersigned by December 28, 2001. Upon receipt of your executed AFE, or by prior
written request, we will forward an AAPL Form 610 Joint Operating Agreement for your review
and execution, providing for, among other things, a 300%/100% non-consent penaity and
$5000 drilling/$500 producing overhead rates.

In the event you do not wish to participate, Richardson respectfuily requests you elect one of
the following options as to your interest:

1. Enter into an oil and gas lease that provides for a three year primary term with
bonus consideration based on $50.00 per net acre and a 12.5% royalty in the
event of production (lease form included for your review).

2. Seil all of your mineral interest for $100.00 per net acre

Please execute and retumn the 2™ page of this letter offer indicating your intentions with regard
to Richardson’s above options. A self-addressed enveiope is provided for for your
convenience. Your response is respectfully requested by December 28, 2001. Should you
have any questions please contact the undersigned at (303) 830-8000.

Sincerely,

Sheila A. Frazier, CPL



Howard E. Henderson Page 2
December 5, 2001

RE: RPC #17-3 PC/FC Waell Proposal
SWi/4 Section 17-T29N-R13W
San Juan County, NM
Description of your unleased lands:
Section 17: E. 30/a of the SESW; W2SWSE, W. 2/a NWSE

Containing 52.0 gross and 6.5 net acres

On this day of , 2001, wefl hereby elect the following:

a Participate in proposed drilling and completion attempt, executed AFE is returned
herewith.

Q Enter into Oil and Gas Lease for $50.00 per net mineral acre, with lease to provide for a
three year primary term and 12.5% royaity in the event of production.

Q Sell mineral rights for $100.00 per net mineral acre.

Howard E. Henderson



RICHARDSON OPERATING COMPANY
AUTHORITY FOR EXPEDITURES

' Well Name: RPC 17-3 (PC) & (FC) well

Locatlon: T29N R13W Section 17 SW/4

Spacing: Pictured Cliffs SW/4, Fruitland CL S/2
Proposed Depth: 260' Fruittand CL; 1150’ Pictured Cliffs

Drilling Costs (Included Run Casing)
Survey and Permits - ----------

Title Opinion & Land - - - -~ - -----
Damages------------«---~--

Drilling (incl. water & mud) 1200' @ 15.00/ft -
BOPRental-----------ccccmcoat
DitWork-------ccacooccnoomncn--
PitLining------------=-c—m—c--uu--
Surface Casing 200' @ 7.85/ft.- ---- - - -
CasingHead--------------- -

Cement Surface- - ------------

Engineering----------~--—-----
Cement Longstring------------ --
Total Cost to Run Casing---------
10% Contingency- - - - ----------

Grand Total to Run Casing
Completion Costs

Wellhead & Fittings-~------—-----
Tubing 1200' @ 2.10/ft.- - - - - - - - - - - -
Stimulation- - -----~---- ---------
TooiRental- ------cc-ceccn-
Trueking-----------c—=ecncmmann"
Battery Installation- - - - - - - - - - ----
Restore Location------«---ca---
Engineering------~----c-v- ----
Treator, Separator -« — -~ - ---vae-
Flowling-------------ccmuvceo-n
Tank & Fittings-------~---------
Gravel---------cmmeocaaaaoo
Workover Rig-------=--+-------
Completion Fluids- - - ---------- -
Pipeline Hookup- - ------=-« «-- --
Division Order Opinion-- -- -- ---
Frac Tank Rental- - - - ---- -- ----

Fence Location----------~------

Total Completion Costs----------
10% Contingency-----~—~-----
Drilling Costs----=~----c-v-—-"

Grand Total Well Costs

Date:

Objectlve Formatlon:

12/5/2001

Commingled Pictured Cliffs and Fruitland Coal

FRUITLAND COAL (FC)
0.7520% Howard Henderson
99.2480% Richardson Operating Company et als

PICTURED CLIFFS (PC)
2.0508% Howard Henderson
97.9492% Richardson Operating Company et als

Tang&lo Intangible Total Fruittand Coal Pictured Cliffs
3,000 1,500 1,500
3,000 1,500 1,500
2,000 1,000 1,000
17,250 7,200 10,050
750 375 375
4,000 2,000 2,000
2,800 1,400 1,400
1,530 765 765
1,500 750 750
2,300 1,150 1,150
1,000 500 500
6,325 2,640 3,685
3,000 1,500 1,500
4,000 2,000 2,000
5,000 2,500 2,500
4,000 1,670 2,330
9,355 52,100 61,455 28,450 33,005
6,146 2,845 3,301
67.601 31,295 38,306
750 375 375
3,000 1,500 1,500
4,000 2,000 2,000
4,000 2,000 2,000
2,875 1,200 1,675
50,000 25,000 25,000
2,300 1,150 1,150
3,000 1,500 1,500
8,000 3,000 3,000
4,000 2,000 2,000
5,000 2,500 2,500
6,000 3,000 3,000
4,000 2,000 2,000
5,000 2,500 2,500
3,000 1,500 1,500
12,000 6,000 6,000
2,000 1,000 1,000
13,000 8,500 8,500
2,000 1,000 1,000
2,000 1,000 1,000
2,000 1,000 1,000
5,000 2,500 2,500
29,875 111,050 140,925 70,225 70,700
14,093 7,023 7,070
67,601 31,295 36,308
222818 108,543 114,076
Share of costs:
Date. Approved BY:
$816.19
§-Dec-01 $107,726.31
Total FC Costs $108,542.50
$2,339.44
5-Dec-01 $111,736.06
Total PC Costs $114,075.60
Total Costs of Commingled PC/FC Well:
Howard Henderson $3,155.63
Richardson Operating Company et als $219,462.37

$222,618.00




EXHIBIT 3-B

December 5, 2001

Julia Cremean Satteriey
P O Box 448
Wadsworth, IL 60083

Certified Mail 7000 1670 0006 8679 2787

Re: Pictured Cliffs & Fruittand Coal Well Proposai
RPC #17-3 Well
SW/4-Section 17-T28N-R13W
San Juan County, New Mexico

Dear Mineral Owner:

Richardson Production Company proposes to drill a downhole commingied Pictured Cliffs &
Fruitland Coal well on the captioned lands. A recent check of the county records indicates that
you own a 1.0833 net acre unleased mineral interest within the spacing unit. The RPC #17-3
well will be located in the SW/4 of Section 17. The Pictured Cliffs spacing unit covers the
SW/4 and the Fruiland Coal spacing unit covers the S/2 of Section 17. Your lands may or may

not be covered under both spacing units.

Enclosed for your review is an AFE itemizing the estimated costs for the well. In the event you
wish to participate in this dnilling and compietion attempt, please retum an executed copy of the
AFE to the undersigned by December 28, 2001. Upon receipt of your executed AFE, or by prior
written request, we will forward an AAPL Form 610 Joint Operating Agreement for your review
and execution, providing for, among other things, a 300%/100% non-consent penalty and

$5000 drilling/$500 producing overhead rates.

in the event you do not wash to participate, Richardson respectfully requests you elect one of
the following options as to your interest:

1. Enter into an oil and gas lease that provides for a three year pnmary term with
bonus consideration based on $50.00 per net acre and a 12.5% royaity in the
event of production (lease form included for your review).

2. Sell ail of your mineral interest for 3100.00 per net acre

Please execute and retumn the 2™ page of this letter offer indicating your intentiocns with regard
to Richardson’s above options. A seff-addressed enveiope is provided for for your
convenience. Your response is respectfully requested by December 28, 2001. Should you
have any questions please contact the undersigned at (303) 830-8000.

Sincerely,

Sheila A. Frazer, CPL



Julia Cremean Satterley Page 2
December 5, 2001

On this

Q

Q

Q

RE: RPC #17-3 PC/FC Well Proposal
SWi/4 Section 17-T29N-R13W
San Juan County, NM
Description of your unleased lands:
Section 17: E. 30/a of the SESW; W/2SWSE, W. 2/a of NWSE

Containing 52.0 gross and 1.0833 net acres

day of , 2001, we/l hereby elect the following:

Participate in proposed drilling and completion attempt, executed AFE is returned
herewith.

Enter into Oil and Gas Lease for $50.00 per net mineral acre, with lease to provide for a
three year primary term and 12.5% royalty in the event of production.

Sell mineral rights for $100.00 per net mineral acre.

Julia Creamean Satteriey



RICHARDSON OPERATING COMPANY
AUTHORITY FOR EXPEDITURES

Woell Name: RPC 17-3 (PC) & (FC) well
Location: T29N R13W Section 17 SW/4

Spacing: Pictured Cliffs SW/4; Fruitiand CL S/2
Proposed Depth: 960’ Fruitiand CL; 1150’ Pictured Cliffs

Date:

Objective Formation:
Commingled Pictured Cliffs and Fruitfand Coal

121512001

I Drilling Costs (Included Run Casing) Tanalble Intangible Total Fruitland Coal Pictured Cliffs
Survey and Permits - ---------- 3,000 1,500 1,500
Title Opinion & Land - - - - - ------ 3,000 1,500 1,500
Damages------------------- 2,000 1,000 1.000
* Drilling (incl. water & mud) 1200' @ 15.00/ft - 17,250 7.200 10,050
BOPRental--------ccmeemmoa- 750 375 375
Dirt WOrk- = === - - = cemm e e e 4,000 2.000 2,000
PitLining-------------“-~ oo 2,800 1,400 1,400
Surface Casing 200' @ 7.65/ft.- - ------ 1,530 785 765
CasingHead--------------- - 1,500 750 750
Cement Surface- - ------------ 2,300 1,150 1,150
Power Tongs-----«---- ------ 1,000 500 500
Casing 1200' @ 5.00/ft.-------- - 6,325 2,640 3.685
Trucking------------~------- 3,000 1,500 1,500
LOgS--=--crmmmmm e 4,000 2,000 2,000
Engineering-------------—----- 5,000 2,500 2,500
Cement Longstring------------ -- 4,000 1,670 2,330
Total Cost to Run Casing--------- 9,355 52,100 61,455 28,450 33,005
10% Contingency---- -=-------- 6,146 2,845 3,301
Grand Total to Run Casing 67,601 31,295 36,306
. Completion Costs

Rig Anchors-----------c-ceooun-- 750 375 375
Logs------r---mcemmeia i 3,000 1,500 1,500
Perf----cccm i 4,000 2,000 2,000
Wellhead & Fittings--------~----- 4,000 2,000 2,000
Tubing 1200' @ 2.10/ft.- - - - -~ - - - - - - 2,875 1,200 1,875
Stimulation------+=--c- --------- 50,000 25,000 25,000
ToolRental------------0cconnnnn 2,300 1,150 1,150
Trucking------=---ca—mccmuenmnn- 3,000 1.500 1,500
Battery Installation- - - - ---------- 6,000 3,000 3,000
Restore Location- - ------------- 4,000 2,000 2,000
Engineering--------------- ---- 5,000 2,500 2,500
Treator, Separator - - —-- ~----—- 6,000 3,000 3,000
Flowling----------cccemmon—mn-- 4,000 2,000 2,000
Tank & Fittings----------------- 5,000 2,500 2,500
Gravel- - - -~ - - e ee o 3,000 1,500 1,500
Workover Rig------------------ 12,000 6,000 6,000
Completion Fluids------------- - 2,000 1,000 1,000
Pipeline Hookup---------- --- -- 13,000 6,500 6,500
Division Order Opinion-- -- -- --- 2,000 1,000 1,000
Frac Tank Rental- - - ----- - - ---- 2,000 1.000 1,000
Flowback - - - - --ce-cceccmoa-- 2,000 1,000 1,000
Fence Location----------------- 5,000 2,500 2,500
Total Completion Costg~--------- 29,875 111,050 140,925 70,225 70,700
10% Contingency------—------ 14,093 7,023 7,070
Drilling Costs-------------~—- 67,801 31,295 36,308
Grand Total Well Costs 222,618 108,543 114,076

Share of costs:

FRUITLAND COAL (FC) Date: Approved BY:
0.2506% Julia Cremean Slatterly $272.02
09.7494% Richardson Operating Company et als 5-Dec-01 $108,270.48
Total FC Costs $108,542.50
PICTURED CLIFFS (PC)

0.6835% Julia Cremean Slatterly $779 69
99.3165% Richardson Operating Company et als 5-Dec-01 $113,295.81

Total PC Costs $114,075.60

Total Costs of Commingled PC/FC Well:

Julia Cremean Slatterly $1.051.71

Richardson Operating Company et als $221,566.29

$222,618.00




EXHIBIT 3-C

December 5, 2001

William H. Hall
416 N. Behrend
Farmington, NM 87401

Certified Mail 7000 1670 0006 8579 2817 3 P -
Re:  Pictured Cliffs & Fruitland Coal Well Proposal al®z| 5§ L ? zlzsiiiz
RPC #17-3 Well 22 = » 352222z 8
SW/4-Section 17-T29N-R13W sl o T 812588333 B
San Juan County, New Mexico < o3 T > — &|lgsgsz-
g3l ~ T & |33c:8.
Dear Mineral Owner: B = — |382333 B
H = > 32883
_ | =3 X 9- FedoT=R
Richardson Production Company propases to dniil a dowr g 0 RS ;5 S 9
Fruitland Coal well on the captioned lands. A recent chec ﬁ° < 32383 e
you own a 5.0 net acre unleased mineral interest within tt o |3 s T 3 3
will be located in the SW/4 of Section 17. The Pictured ¢ 2 [~ - g & °
and the Fruitland Coal spacing unit covers the S/2 of Sect & |N
be cavered under bath spacing units. 21
3 ~ X © olx of »
Enclosed for your review is an AFE itemizing the estimate & 7|0 E’ég’ = g 3 gl 2
wish to participate in this drilling and compietion attempt, | 2 Fl2213 IR0 E| &
AFE to the undersigned by December 28, 2001. Upon re« g §§§=§‘ SN
written request, we will farward an AAPL Form 610 Joint C § 228 g g [ ‘g
and execution, providing for, among cther things, a 300% 3 S g %C—ﬁ 3
$5000 dniling/$500 producing overhead rates. g T 2iF g
) . . Pl g §§ g g‘\ %
in the event you do not wish to participate, Richardscn res | 2% g 3% 3
the foilowing options as to your interest g2 ?’i >\ =
3 g e}
1, Enter into an oil and gas lease that provide: 3 a ; ogoo | 8
bonus consideration based on 350.00 pern  § g| g 5384 g
event of production (lease form included for 3 3 i~ ;
2. Seil all of your mineral interest for $100.00 " » 3

Please execute and retumn the 2™ page of this letter offer indicating your intentions with regard
to Richardson's above options. A seif-addressed enveicpe is provided for for your
convenience. Your response is respectfully requested by December 28, 2001. Should you
have any questions piease contact the undersigned at (303) 830-8000.

Sincerety,

Sheila A. Frazier, CPL



December 5, 2001

William H. Hall
416 N. Behrend
Farmington, NM 87401

Certified Mail 7000 1670 0006 8579 2817

Re: Pictured Cliffs & Fruitland Coal Well Proposal
RPC #17-3 Well
SW/4-Section 17-T29N-R13W
San Juan County, New Mexico

Dear Mineral Owner:

Richardson Production Company proposes to drill a downhole commingled Pictured Cliffs &
Fruitland Coal well on the captioned lands. A recent check of the county records indicates that
you own a 5.0 net acre unleased mineral interest within the spacing unit. The RPC #17-3 well
will be located in the SW/4 of Section 17. The Pictured Cliffs spacing unit covers the SW/4
and the Fruitland Coal spacing unit covers the S/2 of Section 17. Your lands may or may not
be covered under both spacing units.

Enclosed for your review is an AFE itemizing the estimated costs for the well. In the event you
wish to participate in this drilling and completion attempt, please return an executed copy of the
AFE to the undersigned by December 28, 2001. Upon receipt of your executed AFE, or by prior
written request, we will forward an AAPL Form 610 Joint Operating Agreement for your review
and execution, providing for, among other things, a 300%/100% non-consent penalty and
$5000 drilling/$500 producing overhead rates.

In the event you do not wish to participate, Richardson respectfuily requests you elect one of
the following options as to your interest:

1. Enter into an oil and gas lease that provides for a three year primary term with
bonus consideration based on $50.00 per net acre and a 12.5% royalty in the
event of production (lease form included for your review).

2. Sell all of your mineral interest for $100.00 per net acre

Please execute and return the 2™ page of this letter offer indicating your intentions with regard
to Richardson's above options. A seif-addressed envelope is provided for for your
convenience. Your response is respectfully requested by December 28, 2001. Should you
have any questions piease contact the undersigned at (303) 830-8000.

Sincerely,

Sheila A. Frazier, CPL



William H. Hall Page 2
December 5, 2001

RE: RPC #17-3 PC/FC Well Proposal
SWi/4 Section 17-T29N-R13W
San Juan County, NM

Description of your unleased lands:

Section 17. SE/4

Containing 40 gross and 5.0 net acres

On this day of , 2001, we/l hereby elect the following:

Q Participate in proposed dnilling and completion attempt, executed AFE is retumed
herewith.

a Enter into Qil and Gas Lease for $50.00 per net mineral acre, with lease to provide for a
three year primary term and 12.5% royalty in the event of production.

Q Sell mineral rights for $100.00 per net mineral acre.

William A. Hall



RICHARDSON OPERATING COMPANY
AUTHORITY FOR EXPEDITURES

Well Name: RPC 17-3 (PC) & (FC) weli Date: 12/5/2001
Location: T29N R13W Section 17 SW/4
Spacing: Pictured Cliffs SW/4; Fruitland CL S/2 Objective Formation:
Proposed Depth: 960’ Fruitland CL; 1150’ Pictured Cliffs Commingled Pictured Cliffs and Fruitland Coal
L Drilling Costs (Inciuded Run Casing) Tanglble Intanwe Total Fruitiand Coal Pictured Cliffs
Survey and Permits - - --------- 3.000 1,500 1,500
Title Opinion & Land - ---------- 3.000 1,500 1,500
Damages---------«--------- 2,000 1,000 1,000
* Drilling (incl. water & mud) 1200' @ 15.00/ft.- 17,250 7,200 10,050
BOPRental-- - - ------cccmomaaaaoon 750 375 375
Dit Work- - - - == === s e e e e 4,000 2,000 2,000
Pit Lining- - - = =< -~ e mmem e e 2,800 1,400 1,400
Surface Casing 200' @ 7.65/Mft.-------- 1,530 765 765
CasingHead- - ------------- - 1,600 750 750
Cement Surface- - ------------ 2,300 1,150 1,150
Power Tongs---------~ ------ 1,000 500 500
Casing 1200' @ 5.00/ft.- - - - - - - - - 6,325 2,640 3,685
Trucking------~------------- 3,000 1,500 1,500
LOgS- - === -=--mcmmmcmmmeman 4,000 2,000 2,000
Engineering-------------—----- 5,000 2,500 2,500
Cement Longstring------------ -~ 4,000 1,670 2,330
Total Cost to Run Casing--------- 9,355 52,100 61,455 28,450 33.005
10% Contingency- - -- ---------- 6,148 2,845 3,301
Grand Total to Run Casing 87,601 31,295 36,306
1. Completion Costs
Rig Anchors----------c-ccmooon-- 750 375 375
Logs------w--cmcmmemi e 3,000 1,500 1,500
Perf---cceeme e e 4,000 2,000 2,000
Wellhead & Fittings--------—----- 4,000 2,000 2,000
Tubing 1200' @ 2.10Mft.- - ---------- 2,875 1,200 1,675
Stimulation- - - - - - =« - cee m oo an-a- 50,000 25,000 25,000
ToolRental- - == -« - cccccmemcam s 2,300 1,150 1,150
Trucking---=----=-a=2m-s--c--c-- 3,000 1.500 1,500
Battery Installation-- - ----------- 6,000 3,000 3,000
Restore Location------«-------- 4,000 2,000 2,000
Engineering------~«-v-cva- oo 5,000 2,500 2,500
Treator, Separator -« - -- - ----—-- 6,000 3,000 3,000
Flowling- - - -« - - - - cmmmcee e e o 4,000 2,000 2,000
Tank & Fittings- - --------------- 5,000 2,500 2,500
Gravel - - - - oo 3,000 1,500 1,500
Workover Rig------=--=-------- 12,000 6,000 6,000
Completion Fluids------------- - 2,000 1,000 1,000
Pipeline Hookup---------- --- -- 13,000 6.500 6.500
Division Order Opinion -- -- -- --- 2,000 1,000 1,000
Frac Tank Rental-------- -- ---- 2,000 1.000 1.000
Flowback - - - - ------ecmmooooon 2,000 1,000 1,000
Fence Location------<--cc-a---- 5,000 2,500 2,500
Total Completion Costs- - -------- 29,875 111,050 140,925 70,225 70,700
10% Contingency- - --- - —------ 14,093 7,023 7,070
Drilling Costg- -~ -----------—- 687,801 31,285 36,308
Grand Total Well Costs 222,618 108,543 114,076

S S R

Share of costs:

FRUITLAND COAL (FC) Date. Approved BY:
1.3672% William Hall $1,483.98
98.6328% Richardson Operating Company et als 6-Dec-01 $107,058.52

Total FC Costs $108,542.50

PICTURED CLIFFS (PC)
0.0000% William Hall $0.00
100.0000% Richardson Operating Company et als §-Dec-01 $114,075.50

Tota! PC Costs $114,075.50

Total Costs of Commingled PC/FC Well:
William Hail $1.483.98
Richardson Operating Company et als $221,134.02
$222,618.00




EXHIBIT 3-D

December §, 2001 gl ~ -
(O I N -
First National Bank of lowa City, lowa iR: § v %.5198=23 3
Trustee u/t/a dated Aug 6, 1966 gl g S X >z 53:¢8 =2
P O Box 1880 Y N4 O~ ii 592:3=
lowa City, 1A 52244 Ny R Fizajis
=12 p ?lgoEses
Certified Mail 7000 1670 0006 8579 2800 EINE 83328,
Ril & g
Re:  Pictured Cliffs & Fruitland Coal Well Proposal ™~ g + |3edfa»
RPC #17-3 Well N & % \ | 58388
SWi/4-Section 17-T29N-R13W S N B 2838
San Juan County, New Mexico o < ; T 3 %
31wy . 2 4 &
. S £+ 3
Dear Mineral Owner: ;i X
Richardson Production Company proposes to dnil a downi i ; K: _° >
Fruitland Coal well on the captioned lands. A recent chec: § ] S E o3 <3 5
you own a 5.0 net acre unleased mineral interest within thr  ~ 218 e 23 H
will be located in the SW/4 of Section 17. The Pictured C ol33i% 3 g
and the Fruitland Coal spacing unit covers the S/2 of Sect 3? CI 1 gg ,
be covered under bath spacing units. = >logo 3
- P ?
- Slezg &4 i
Enclosed for your review is an AFE itemizng the estimate: %ggg 32 '
wish to participate in this driling and completion attempt. ¢ =7 |&/7 3% g INGE
AFE to the undersigned by December 28, 2001. Uponrec -. g2 £3 e
wntten request, we will forward an AAPL Form 610 Joint C 3 g ~ _.'9
and execution, providing for, among other things, a 300%/ 3 o = 0opo e
$5000 drilling/$500 producing overhead rates. SO1F| 2 FEEY 3
In the event you do not wish to participate, Richardson res,._t. - I _-.g.. Y L 3 —3
the following options as to your interest:
1. Enter into an oil and gas lease that provides for a three year pnmary term with

bonus considerstion based on 350.00 per net acre and a 12.5% royaity in the
event of production (lease form included for your review).
2. Sell ail of your mineral interest for $100.00 per net acre

Please execute and retum the 2™ page of this letter offer indicating your intentions with regard
to Richardson'’s above options. A seif-addressed envelope is provided for for your
convenience. Your response is respectfully requested by ODecember 28, 2001. Shouid you
have any questions please contact the undersigned at (303) 830-8000.

Sincerely,

Sheila A. Frazier, CPL




December 5, 2001

First National Bank of lowa City, lowa
Trustee uV/a dated Aug 6, 1966

P O Box 1880

lowa City, IA 52244

Certified Mail 7000 1670 0006 8579 2800

Re: Pictured Cliffs & Fruitland Coal Well Proposal
RPC #17-3 Well
SW/4-Section 17-T29N-R13W
San Juan County, New Mexico

Dear Mineral Owner:

Richardson Production Company proposes to drill a downhole commingled Pictured Cliffs &
Fruitland Coal well on the captioned lands. A recent check of the county records indicates that
you own a 5.0 net acre unieased mineral interest within the spacing unit. The RPC #17-3 well
will be located in the SW/4 of Section 17. The Pictured Cliffs spacing unit covers the SW/4
and the Fruitland Coal spacing unit covers the S/2 of Section 17. Your lands may or may not
be covered under both spacing units.

Enclased for your review is an AFE itemizing the estimated costs for the well. In the event you
wish to participate in this drilling and compietion attempt, please retum an executed copy of the
AFE to the undersigned by December 28, 2001. Upon receipt of your executed AFE, or by prior
written request, we will forward an AAPL Form 610 Joint Operating Agreement for your review
and execution, providing for, among other things, a 300%/100% non-consent penaity and

$5000 drilling/$500 producing overhead rates.

In the event you do not wish to participate, Richardson respectfully requests you elect one of
the following options as to your interest:

1. Enter into an oil and gas lease that provides for a three year primary term with
bonus consideration based on $50.00 per net acre and a 12.5% royalty in the
event of production (lease form included for your review).

2. Sell all of your mineral interest for $100.00 per net acre

Please execute and retumn the 2™ page of this letter offer indicating your intentions with regard
to Richardson’s above options. A seif-addressed envelope is provided for for your
convenience. Your response is respectfuily requested by December 28, 2001. Shouid you
have any questions piease contact the undersigned at (303) 830-8000.

Sincerely,

Sheila A. Frazier, CPL



First National Bank of lowa City, lowa Page 2
December 5, 2001

RE: RPC #17-3 PC/FC Well Proposal
SW/4 Section 17-T29N-R13W
San Juan County, NM

Description of your unieased fands:

Section 17: SE/4

Containing 40 gross and 5.0 net acres

On this day of , 2001, wefl hereby elect the following:

a Participate in proposed drilling and completion attempt, executed AFE is retumed
herewith.

a Enter into Qil and Gas Lease for $50.00 per net mineral acre, with lease to provide for a
three year primary term and 12.5% royatty in the event of production.

Q Sell mineral rights for $100.00 per net mineral acre.

First National Bank of lowa City, lowa, Trustee

Printed Name & Title:



RICHARDSON OPERATING COMPANY
AUTHORITY FOR EXPEDITURES

Well Name: RPC 17-3 (PC) & (FC) well

Locatlon: T29N R13W Section 17 SW/4

Spacing: Pictured Cliffs SW/4; Fruitland CL S/2
Proposed Depth: 960’ Fruitland CL; 1150 Pictured Cliffs

Date: 12/5/2001

Objective Formation:
Commingled Pictured Cliffs and Fruitland Coal

\. Drilling Costs (Included Run Casing)

Tangible _Intangible Total Fruittand Coal Pictured Cliffs
Survey and Permits - ---------- 3,000 1,500 1,500
Title Opinion & Land - ---------- 3,000 1,500 1,500
Damages---~---------------- 2,000 1,000 1,000
* Drilling (incl. water & mud) 1200° @ 15.00¢/ft.- 17,250 7,200 10,050
BOPRental-- - - -------ceccmeoan-nn 750 375 375
DitWork---------c-cacmeccmnnn-o 4,000 2,000 2,000
PitLining---------~--c-cmm oot 2,800 1,400 1,400
Surface Casing 200' @ 7.65/Mt.- - --- - - - 1,530 765 765
CasingHead--------------- - 1,500 750 750
Cement Surface-------~------ 2,300 1,150 1,150
Power Tongs------«=~-- --~--- 1,000 500 500
Casing 1200' @ 5.00/ft.- - - - -~ - - - 6,325 2,640 3,685
Trucking-------------------- 3,000 1,500 1,500
Logs-----~------m-cmmoaon 4,000 2,000 2,000
Engineering- - - - - --------~----- 5,000 2,500 2,500
Cement Longstring------------ -- 4,000 1,670 2,330
Total Cost to Run Casing--------- 9,355 52,100 61,455 28,450 33,005
10% Contingency---- - --------- 6,146 2,845 3,301
Grand Total to Run Casing 67,601 31,295 36,306
. Completion Costs
Rig Anchorg- -~ - -~ ===~ -c-cmcem o 750 375 375
Logs-------------“-“c-em - 3,000 1,500 1,500
T T 4,000 2,000 2,000
Wellhead & Fittings--------~----- 4,000 2,000 2,000
Tubing 12000 @ 2.10/ft.- - - - - - - ----- 2,875 1,200 1,675
Stimulation- - -~ -« ----v- oo 50,000 25,000 25,000
ToolRental- - - - - - - -c-mcmecemc o 2,300 1,150 1,150
Trucking---«--«--c-=mcooconcann 3,000 1,500 1,500
Battery Installation- - - ----------- 6,000 3,000 3,000
Restore Location--------------- 4,000 2,000 2,000
Engineering--------------- ---- 5,000 2,500 2,500
Treator, Separator - - - -- ~------ 6,000 3,000 3,000
Flowline---------cemmocamnmo-- 4,000 2,000 2,000
Tank & Fittings----------~------ 5,000 2,500 2,500
Gravel- - - -« -- e e e 3,000 1,500 1,500
Workover Rig-~---------------- 12,000 6,000 6,000
Completion Fluids------------- - 2,000 1.000 1,000
Pipeline Hookup- - - - - - - - -« - -~ -- 13,000 6.500 6,500
Division Order Opinion-- -- -- --- 2,000 1,000 1,000
Frac Tank Rental- - - - - --- - - ---- 2,000 1.000 1,000
Flowback - - - - - -« - - e e c e e e e e 2,000 1,000 1,000
Fence Location- - - ----------~--- 5.000 2,500 2,500
Total Compfetion Costs- - - - ------ 28,875 111,050 140,925 70,225 70,700
10% Contingency------—----- 14,093 7,023 7,070
Drilling Costs- - - == ---------—- 67,601 31,285 36,308
Grand Total Well Costs 222,618 108,543 114,076
Share of costs:
FRUITLAND COAL (FC) Date: Approved BY:
1.3672% First National Bank of lowa City, Trustee $1.483.98
98.6328% Richardson Operating Company et als 5-Dec-01 $107,058.52
Total FC Costs $108,5642.50
PICTURED CLIFFS (PC)
0.0000% First National Bank of lowa City, Trustee $0.00
100.0000% Richardson Operating Company et afs 5-Dec-01 $114,075.50

Total PC Costs $114,075.50

Total Costs of Commingled PC/FC Well:

First National Bank of lowa City, Trustee
Richardson Operating Company et als

$1,483.98

$221,134.02

$222,618.00




Oecember 5, 2001

Elizabeth L. Fisk, Trustee .
P O Box 310
Famington, NM 87499

Certified Mail 7000 1670 0006 3579 2794

Re: Pictured Cliffs & Fruitiand Coal Well Proposat
RPC #17-3 Well
SW/4-Section 17-T2SN-R13W
San Juan County, New Mexico

Dear Mineral Owner:

Richardson Production Company propeses to dnil a dowr
Frutlarc Coal well cn the captioned lands. A recent chec
you own a 1.5406 net acre unleased mineral interest with
well will be located in the SW/4 of Section 17. The Pictu
SW/4 and the Frutland Coal spacng unit covers the S/2 «
nat be covered under both spacng unts.

Enclosed for your review is an AFE itemang the estimate
wish to participate in this dniling and comptetion attempt, |
AFZ !0 the undersigned by December 28. 2001. Upon ret
amtten request, we will forward an AAFL Form 610 Joint C
ang execution, providing for, among other things, a 300%
SE000 cniling/S500 producing avemead rates.

in the event you do not wish 0 pargcpate, Richardson res

.
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December 5, 2001

Elizabeth L. Fisk, Trustee
P O Box 310
Farmington, NM 87499

Certified Mail 7000 1670 0006 8579 2794

Re: Pictured Cliffs & Fruitland Coal Well Proposal
RPC #17-3 Well
SW/4-Section 17-T29N-R13W
San Juan County, New Mexico

Dear Mineral Owner:

Richardson Production Company proposes to drill a downhole commingled Pictured Cliffs &
Fruitland Coal well on the captioned lands. A recent check of the county records indicates that
you own a 1.5406 net acre unleased mineral interest within the spacing unit. The RPC #17-3
well will be located in the SW/4 of Section 17. The Pictured Cliffs spacing unit covers the
SW/4 and the Fruitland Coal spacing unit covers the S/2 of Section 17. Your lands may or may
not be covered under both spacing units.

Enclosed for your review is an AFE itemizing the estimated costs for the well. In the event you
wish to participate in this drilling and completion attempt, please return an executed copy of the
AFE to the undersigned by December 28, 2001. Upon receipt of your executed AFE, or by prior
written request, we will forward an AAPL Form 610 Joint Operating Agreement for your review
and execution, providing for, among other things, a 300%/100% non-consent penaity and

$5000 drilling/$500 producing overhead rates.

In the event you do not wish to participate, Richardson respectfully requests you elect one of
the following options as to your interest:

1. Enter into an oil and gas lease that provides for a three year primary term with
bonus consideration based on $50.00 per net acre and a 12.5% royalty in the
event of production (lease form included for your review).

2. Sell all of your mineral interest for $100.00 per net acre

Please execute and return the 2™ page of this letter offer indicating your intentions with regard
to Richardson's above options. A self-addressed envelope is provided for for your
convenience. Your response is respectfully requested by December 28, 2001. Shouid you
have any questions please contact the undersigned at (303) 830-8000.

Sincerely,

Sheila A. Frazier, CPL



Elizabeth L. Fisk, Trustee Page 2
December 5, 2001 ‘

RE: RPC #17-3 PC/FC Well Proposal
SW/4 Section 17-T29N-R13W
San Juan County, NM

Description of your unleased lands:

Section 17: 3.61 acre tract in the SESE less tract deeded to State of NM Highway Dept.

Containing 1.5406 net acres

On this day of , 2001, well hereby elect the following:

Q Participate in proposed drilling and completion attempt, executed AFE is returned
herewith.

Q Enter into Oil and Gas Lease for $50.00 per net mineral acre, with lease to provide for a

three year primary term and 12.5% royalty in the event of production.

a Sell mineral rights for $100.00 per net mineral acre.

Elizabeth L. Fisk, Trustee



RICHARDSON OPERATING COMPANY
AUTHORITY FOR EXPEDITURES

Well Name: RPC 17-3 (PC) & (FC) well Date: 12/5/2001
Location: T29N R13W Section 17 SW/4
Spacing: Pictured Cliffs SW/4; Fruitland CL S/2 Objective Formation:
Proposed Depth: 960’ Fruitland CL; 1150’ Pictured Cliffs Commingled Pictured Cliffs and Fruitiand Coal
I Drilling Costs (Included Run Casing) Tangible |ntanllble Total Fruitland Coal Pictured Ciiffs
Survey and Permits - ---------- 3.000 1,500 1,500
Title Opinion & Land - ---------- 3,000 1,500 1,500
Damages------------------- 2,000 1,000 1,000
* Drilling (incl. water & mud) 1200' @ 15.00/ft.- 17.250 7.200 10,050
BOPRental---------ceccaon 750 375 375
DitWork--------c-vemmcmono 4,000 2,000 2,000
PitLining--------------cemm oo 2,800 1,400 1,400
Surface Casing 200 @ 7.65/ft.- - -~ - - - - 1,530 765 785
Casing Head--------------- - 1,500 750 750
Cement Surface-------------- 2,300 1,150 1,150
Power Tongs---------- ------ 1,000 500 500
Casing 1200' @ 5.00/ft.- - - - - - - - - 6,325 2,640 3,685
Trucking---------------~---- 3,000 1,500 1,500
Logs-~----c-c-emcmmcmannnt 4,000 2,000 2,000
Engineering-------------—~----- 5,000 2,500 2,500
Cement Longstring----~-------- -- 4,000 1,670 2,330
Total Cost to Run Casing--------- 9,355 52,100 61,455 28,450 33,005
10% Contingency---- ---------- 6,148 2,845 3,301
Grand Total to Run Casing 67,601 31,295 36,308
1. Completion Costs
Rig Anchors- - - - - == - e e cmcmeca - 750 375 375
LOgS-----~-mmmmmmmmemm e 3,000 1,500 1,500
e 4,000 2,000 2,000
Wellhead & Fittings--------------- 4,000 2,000 2,000
Tubing 1200' @ 2.10/ft- - - - - - - - - - - - 2,875 1,200 1,675
Stimulation-- - - -------- -c--o---- 50,000 25,000 25,000
ToolRental- - - ---c-ecmcaoo 2,300 1,150 1,150
Trucking--~-------~-—---------- 3,000 1,500 1,500
Battery Installation- - - - - - - - - - -~ - - 6.000 3,000 3,000
Restore Location--------------- 4,000 2,000 2,000
Engineering--------------- ---- 5,000 2,500 2.500
Treator, Separator - - ---- -----—- 6,000 3.000 3,000
Flowline-----------ccmmcnooo- 4,000 2,000 2,000
Tank & Fittings----------------- 5.000 2,500 2,500
Gravel-------c-cceaocoaao oo 3,000 1,500 1,500
Workover Rig------~--«-------- 12.000 6,000 6,000
Completion Fluids---~--------- - 2.000 1,000 1,000
Pipeline Hookup- - - - ~----- --- -- 13,000 6.500 6,500
Division Order Opinion-- -- - - --- 2,000 1,000 1,000
Frac Tank Rental- - ------ -- ---- 2,000 1,000 1,000
Flowback - - - - - - e mcemmeaeaaa - 2,000 1,000 1,000
Fence Location---«-----«------- 5,000 2,500 2,500
Total Completion Costs- - -~ ------ 29,875 111,050 140,925 70,225 70,700
10% Contingency- - ---- —----- 14,093 7,023 7,070
Drilling Costs---------------- 67,601 31,295 36,308
Grand Total Well Costs 222,618 108,543 114,076
Share of costs:
FRUITLAND COAL (FC) Date: Approved BY:
0.7520% Elizabeth L. Fisk Trustee, uta dated 11/29/88 $816.19
99 2480% Richardson Operating Company et als 6-Dec-01 $107,726.31
Total FC Costs $108,542.50
PICTURED CLIFFS (PC)
0.0000% Elizabeth L. Fisk Trustee, uta dated 11/29/88 $0.00
100.0000% Richardson Operating Company et als 5-Dec-01 $114,075.50

Total PC Costs $114,076.50

Total Costs of Commingled PC/F-C Woll:
Elizabeth L Fisk Trustee, uta dated 11/20/88 $816.19
Richardson Operating Company et als $221,801.81
$222,618.00




December 5, 2001

New Mexico State Highway and Transportaion Dept
P O Box 1149
Santa Fe, New Mexico 87504-1149

Certified Mail 7000 1670 0006 8579 2732

Re:  Pictured Cliffs & Fruitiand Coal Well Proposal
RPC #17-3 Well
SW/4-Section 17-T29N-R13W
San Juan County, New Mexico

Dear Mineral Owner:

Richardson Production Company proposes to dnil a dowt
Fruitiand Coal well on the captioned lands. A recent che:
you own a 1.0733 net acre unleased mineral interest with
well will be located in the SW/4 of Section 17. The Pictu
SW/4 and the Fruitand Coal spacing unit covers the S/i2
not be covered under both spacing units.

Enclosed for your review is an AFE itemizing the estimate
wish to participate in this dniling and completion attempt,
AFE to the undersigned by December 28, 2001. Upon re
written request, we will forward an AAPL Form 610 Joint -
and execution, providing for, among other things, a 300%
$5000 dniling/$500 producing overhead rates.
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In the event you do not wish to participate, Richardson respectfuily requests you elect one of

the following options as to your interest

1. Enter into an oil and gas lease that provides for a three year primary term with
bonus consideration based on 350.00 per net acre and a 12.5% royaity in the
avent of production (lease form included for your review).

2. Sell all of your mineral interest for $100.00 per net acre

Please execute and retum the 2™ page of this letter offer indicating your intentions with regard
to Richardson's above options. A self-addressed envelope 13 provided for for your
convenience. Your response is respectfully requested by December 28, 2001. Should you
have any questions please contact the undersigned at (303) 830-8000.

Sincerely,

Sheila A. Frazer, CPL



December 5, 2001

New Mexico State Highway and Transportaion Dept
P O Box 1149
Santa Fe, New Mexico 87504-1149

Certified Mail 7000 1670 0006 8579 2732

Re: Pictured Cliffs & Fruittand Coal Well Proposal
RPC #17-3 Well
SW/4-Section 17-T29N-R13W
San Juan County, New Mexico

Dear Mineral Owner:

Richardson Production Company proposes to drill a downhole commingled Pictured Cliffs &
Fruittand Coal well on the captioned lands. A recent check of the county records indicates that
you own a 1.0733 net acre unleased mineral interest within the spacing unit. The RPC #17-3
well will be located in the SW/4 of Section 17. The Pictured Cliffs spacing unit covers the
SW/4 and the Fruitiand Coal spacing unit covers the S/2 of Section 17. Your lands may or may
not be covered under both spacing units.

Enclosed for your review is an AFE itemizing the estimated costs for the well. In the event you
wish to participate in this drilling and completion attempt, please return an executed copy of the
AFE to the undersigned by December 28, 2001. Upon receipt of your executed AFE, or by prior
written request, we will forward an AAPL Form 610 Joint Operating Agreement for your review
and execution, providing for, among cther things, a 300%/100% non-consent penaity and
$5000 drilling/$500 producing overhead rates.

In the event you do not wish to participate, Richardson respectfully requests you elect one of
the following options as to your interest:

1. Enter into an oil and gas lease that provides for a three year pnmary term with
bonus consideration based on $50.00 per net acre and a 12.5% royalty in the
event of production (lease form included for your review).

2. Sell all of your mineral interest for $100.00 per net acre

Please execute and retum the 2™ page of this letter offer indicating your intentions with regard
to Richardson's above options. A self-addressed envelope is provided for for your
convenience. Your response is respectfully requested by December 28, 2001. Should you
have any questions please contact the undersigned at (303) 830-8000.

Sincerely,

Sheila A. Frazier, CPL



New Mexico State Highway and Transportaion Dept Page 2
December 5, 2001

RE: RPC #17-3 PC/FC Well Proposal
SW/4 Section 17-T29N-R13W
San Juan County, NM

Description of your unleased lands:

Section 17: Two (2) tracts in the SE/4 of Section 17

Containing 1.0733 net acres

On this day of , 2001, well hereby elect the following:

a Participate in proposed drilling and completion attempt, executed AFE is returned
herewith.

a Enter into Qil and Gas Lease for $50.00 per net mineral acre, with lease to provide for a
three year primary term and 12.5% royalty in the event of production.

Q Sell mineral rights for $100.00 per net mineral acre.

Printed Name & Title



RICHARDSON OPERATING COMPANY
AUTHORITY FOR EXPEDITURES

Well Name: RPC 17-3 (PC) & (FC) well
Location: T29N R13W Section 17 SW/4

Spacing: Pictured Cliffs SW/4; Fruitland CL S/2
Proposed Depth: 960 Fruitiand CL; 1150’ Pictured Cliffs

Drilling Costs (Included Run Casing)

Date:

Objective Formation:
Commingled Pictured Cliffs and Fruitland Coal

12/5/2001

Tangible Intanglble Total Frultland Coal Pictured Cliffs
Survey and Permits - - --------- 3.000 1,500 1,500
Title Opinion & Land - - - - - -~---- 3,000 1,500 1,500
Damages------------------- 2,000 1,000 1,000
* Drilling (incl. water & mud) 1200’ @ 15.00/1t.- 17,250 7,200 10,050
BOPRemtal-- - - - --cncmmem e 750 375 375
Dit Work- = - == ---cemmmee oo 4,000 2,000 2,000
PitLining----------cmmmm e 2,800 1.400 1,400
Surface Casing 200' @ 7.65/ft.- - - - - - - - 1.530 765 765
CasingHead--------------- - 1,500 750 750
Cement Surface-------------- 2,300 1.150 1.150
Power Tongs---------~ -«---- 1,000 500 500
Casing 1200'@ 5.00/ft.- - - - - - - - - 6,325 2,640 3,685
Trucking- - - - == - cwescaaaans 3,000 1.500 1,500
Logs----------icimieia 4,000 2,000 2,000
Engineering- - - ~-~--- - - v - 5,000 2,500 2.500
Cement Longstring------------ -- 4,000 1,670 2,330
Total Cost to Run Casing--------- 9,355 52,100 61,455 28,450 33,005
10% Contingency---- ---------- 6,146 2,845 3,301
Grand Total to Run Casing 67,601 31.295 36,306
It Completion Costs
Rig Anchors- - - - - === - a e o v m e 750 375 375
LOGS- === === -mmmmmmmemnen 3.000 1,500 1,500
Perf- - mm e e 4,000 2.000 2.000
Wellhead & Fittings- - - - - -~ - -~ -~ - - - 4,000 2.000 2.000
Tubing 12000 @ 2.10/ft.- - - - - - - - - - - - 2,875 1,200 1,675
Stimulation- - -~ -------- oo 50,000 25,000 25,000
ToolRental- - - - - -« v e e e e 2,300 1,150 1,150
Trucking--------c~-c—--accnna-- 3,000 1,500 1,500
Battery Installation- - - -~ --------- 6,000 3,000 3,000
Restore Location- - - - ----------- 4,000 2,000 2,000
Engineering-----------=--- ---- 5,000 2,500 2,500
Treator, Separator - - —-- ~----—-- 6,000 3.000 3,000
Flowling-----«---nccccmmen—mn-- 4,000 2,000 2,000
Tank & Fittings- - -~ ~--~---~----- 5,000 2,500 2,500
Gravel-------ccm e ea oo 3,000 1,500 1,500
Workover Rig-----~------------ 12,000 6,000 6,000
Completion Fluids- - - - ~-------- - 2,000 1.000 1,000
Pipeline Hookup- - - - =~ ---- --- -- 13,000 6.500 6,500
Division Order Opinion ~- - - -- --- 2,000 1,000 1,000
Frac Tank Rental- -~ - - - - - -~ ---- 2,000 1,000 1,000
Flowback - -+~ -~ c-cmmuomaoano 2,000 1,000 1,000
Fence Location- - --------------- 5,000 2,500 2,500
Total Completion Costg- - ~------- 29,875 111,050 140,925 70,225 70,700
10% Contingency---~-- - ----- 14,093 7,023 7.070
Drilling Costs--~---------~--—- 67,601 31,295 36,308
Grand Total Welil Costs 222,618 108,543 114,076
Share of costs:
FRUITLAND COAL (FC) Date: Approved BY:
0.2935% State Hwy Department of New Mexico $318.54
99.7065% Richardson Operating Company et als §-Dec-01 $108,223.96
Total FC Costs $108,542.50
PICTURED CLIFFS (PC)

0.0000% State Hwy Department of New Mexico $0.00
100.0000% Richardson Operating Company et als 5-Dec-01 $114,075.50
Total PC Costs $114,075.50

Total Costs of Commingled PC/FC Well:
State Hwy Departinent of New Mexico $318.54
Richardson Operating Company et als $222,299.46

$222,618.00
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December 5, 2001

Howard E. Henderson
5809 N. 24th Place
Pheenix, AZ 86016

Certified Mail 7000 1670 00068 8579 2718

Re: Pictured Cliffs & Fruittand Coal Well Proposal
RPC #17-3 Well
SW/4-Section 17-T29N-R13W
San Juan County, New Mexico

Dear Mineral Owner:

Richardson Production Company proposes to drill a downhole commingled Pictured Cliffs &
Fruittand Coal well on the captioned lands. A recent check of the county records indicates that
you own a 8.5 net acre unleased mineral interest within the spacing unit. The RPC #17-3 well
will be located in the SW/4 of Section 17. The Pictured Cliffs spacing unit covers the SW/4
and the Fruitland Coal spacing unit covers the S/2 of Section 17. Your lands may or may not
be covered under both spacing units.

Enclosed for your review is an AFE itemizing the estimated costs for the well. In the event you
wish to participate in this drilling and completion attempt, please return an executed copy of the
AFE to the undersigned by December 28, 2001. Upon receipt of your executed AFE, or by prior
written request, we will forward an AAPL Form 810 Joint Operating Agreement for your review
and execution, providing for, among other things, a 300%/100% non-consent penaity and
$5000 dnilling/$500 producing overhead rates.

in the event you do not wish to participate, Richardson respectfully requests you elect one of
the fotlowing options as to your interest:

1. Enter into an oil and gas lease that provides for a three year primary term with
bonus consideration based on $50.00 per net acre and a 12.5% royaity in the
event of production (lease form included for your review).

2. Seill all of your mineral interest for $100.00 per net acre

Please execute and retum the 2™ page of this letter offer indicating your intentions with regard
to Richardson's above options. A self-addressed envelope is provided for for your
convenience. Your response is respectfully requested by December 28, 2001. Should you
have any questions please contact the undersigned at (303) 830-8000.

Sincerety,

Sheila A. Frazier, CPL



Howard E. Henderson Page 2
December 5, 2001

RE: RPC #17-3 PC/FC Wall Proposal
SW/4 Section 17-T29N-R13W
San Juan County, NM
Description of your unleased lands:
Section 17: E. 30/a of the SESW; W2SWSE, W. 2/a NWSE

Containing 52.0 gross and 6.5 net acres

On this day of , 2001, wefl hereby eiect the following:

Q Participate in proposed drilling and completion attempt, executed AFE is returned
herewith.

a Enter into Qit and Gas Lease for $50.00 per net minerai acre, with iease to provide for a
three year primary term and 12.5% royaity in the event of production.

a Sell mineral rights for $100.00 per net mineral acre.

Howard E. Henderson



RICHARDSON OPERATING COMPANY
AUTHORITY FOR EXPEDITURES

Well Name: RPC 17-3 (PC) & (FC) well Date: 12/5/2001
Locatlon: T29N R13W Section 17 SW/4
Spacing: Pictured Cliffs SW/4; Fruitland CL S/2 Objectlve Formation:
Proposed Depth: 960" Fruitland CL; 1150' Pictured Cliffs Commingled Pictured Cliffs and Fruitland Coal
1 Drilling Costs (Included Run Casing) TangLMe Intanllbla Total Fruitland Coal Pictured Cliffs
Survey and Permitg - ---------- 3,000 1,500 1,500
Title Opinion & Land - - - - - -~ ---- 3,000 1,500 1,500
Damages------------------- 2,000 1,000 1,000
* Drilling (incl. water & mud) 1200' @ 15.00/ft.- 17,250 7,200 10,050
BOP Rental- - - -~ --«--u-eocmaoaoo- 750 375 375
DitWork---«--vc-cmococnaamoonn 4,000 2,000 2,000
PitLining---~---e-mcmmrmm oo 2,800 1,400 1,400
Surface Casing 200' @ 7.65/ft-------- 1,530 765 765
CasingHead--------------- - 1,500 750 750
Cement Surface-------------- 2,300 1,150 1,150
Power Tongs---------- -«---- 1,000 500 500
Casing 1200' @ 5.00/ft.- - --- - - - - 8,325 2,640 3,685
Trucking---------«-=~------- 3,000 1,500 1,500
Logs---v--vmmmurmmcei o 4,000 2,000 2,000
Engineering------------«—----- 5,000 2,500 2,500
Cement Longstring------------ -- 4,000 1,670 2,330
Total Cost to Run Casing--------- 9,355 52,100 61,455 28,450 33,005
10% Contingency---- -~ -------- 6,146 2,845 3,301
Grand Total to Run Casing 67,601} 31,295 36,308
. Completion Costs
RigAnchorg------«--c-cnocmocn-n- 750 375 375
Logs-----mec-ammemin e 3,000 1,500 1,500
Perfe--vemcae i e 4,000 2,000 2,000
Wellhead & Fittings--------—----- 4,000 2,000 2,000
Tubing 1200 @ 2.10/ft.-- - - - - - - - - - - 2,875 1,200 1,675
Stimulation------------ --------- 50,000 25,000 25,000
ToolRental- - - - --cuueccccnoo-- 2,300 1,150 1.150
Trucking------------—~---------- 3,000 1,500 1,500
Battery Installation- -~ - -~ --------- 6.000 3.000 3,000
Restore Location- -~ --~--------- 4,000 2,000 2,000
Engineering---------+------ ---- 5,000 2,500 2,500
Treator, Separator - - —-- - ------ 8,000 3,000 3,000
Flowling--------cccccmccmn—n--- 4,000 2,000 2,000
Tank & Fittings---------~------- 5,000 2,500 2,500
Gravel---------c-c-eemiiiea o 3,000 1,500 1,500
Workover Rig-------~---------- 12,000 6,000 6,000
Completion Fluids-«--~-------- - 2,000 1,000 1,000
Pipeline Hookup- - -------- --- -- 13,000 6,500 6,500
Division Order Opinion~- - - - - --- 2,000 1,000 1,000
Frac Tank Rental- -~ - - - -« == ---- 2,000 1,000 1,000
Flowback - - - -« --c-cmcemonaono- 2,000 1,000 1,000
Fence Location- -« -------c-u---- 5,000 2,500 2,500
Total Completion Costs---------- 29,875 111,050 140,925 70,225 70,700
10% Contingency------—------ 14,093 7,023 7.070
Drilling Costs----------=---—- 87,601 31,295 36,308
Grand Total Weli Costs 222,618 108,543 114,076

. Share of costs:

FRUITLAND COAL (FC) Dale: Approved BY:
0.7520% Howard Henderson $816.19
99.2480% Richardson Operating Company et als 5-Dec-01 $107,726.31

Total FC Costs $108,542.50

PICTURED CLIFFS (PC)
2.0508% Howard Henderson $2,339.44
97.9492% Richardson Operating Company et als 5-Dec-01 $111,736.06

Total PC Costs $114,075.60

Total Costs of Commingled PC/FC Well:

Howard Henderson $3,155.63
Richardson Operating Company et als $219,462.37
$222,618.00




