
TECUMSEH PROSPECT 
T30N-R11W, NMPM 

Section 18: S/2 
San Juan County, New Mexico 

Minerals Owners List 
February 6, 2003 Force Poolinc Hearing 

Party 
Mineral Interest 

Interest 
Tract 

# 

0 , Leonard Mosley, & Leona M. 
P.O. Box 4401 
Gillette, WY 82727 

1.00470% 2, 3 

George A. Mosley & Janet R. 
42307 N. Newport Hwy 
Elk, WA 99009 

1.00470% 2, 3 

Bob L Mosley 
701 E Zia 
P.O. Box 1653 
Aztec, NM 87410 

1 00470% 2, 3 

Mary Gwendolyn Mosley 
P.O. Box 18432 
Salem, OR 97305 

1.00470% 2, 3 

Betty A. Mosley 
258 6th Street 
Idaho Falls, ID 83401 

1.00470% 2, 3 

John D. Ford, et ux 
22 Deer Trail Lane 
Bayfield, CO 81127 

0.02450% 7 

James R. Wilhams Estate 
c/o 
Eloy TrujiHo 
316 N. Lorena Ave 
Farmington, NM 87401 

0.49005% 8 

Total Mineral Interests to Force Pool 5.53805% 



Correspondence with Mineral interest owners regarding the 
proposed well, Tecumseh #1. 

TECUMSEH P R O S P E C T 
T30N-R11W, NMPM 

Section 18: S/2 
San Juan County, New Mexico 

Minerals Owners List 
February 6. 2003 Force Pooling Hearing 

1) Mosley's et al were sent a lease and an offer to lease from San Juan Basin Properties 
LLC (SJB) on July 24, 2002, Mosley's wanted a lease form that SJB could not live with, 
SJB subsequently sent a letter of August 6, 2002 and the Mosley's could not agree with 
SJB on said offer. On November 6, 2002, San Juan Resources, Inc, (SJR), operator of 
subject well, submitted an AFE via certified mail (RR) to the Mosley's to see if they were 
interested in joining in the drilling of said well. After that on December 9, 2002 SJB/SJR 
received a demand letter from Mosley's attorney, R.T.C, Tully. Mosley's terms, 
conditions, and lease forms were not acceptable to SJB. A certified letter (RR) with 
announcement of the hearing on February 6. 2003 was sent to the Mosley's on January 
14, 2003 

2) The Fords were sent a lease and an offer to lease from San Juan Basin Properties LLC 
(SJB) on August 20, 2002. SJB did not hear back from the Fords on our proposal and 
offer. On November 6, 2002, San Juan Resources, Inc. (SJR), operator of subject well, 
submitted an AFE via certified mail (RR) to the Fords to see if they were interested in 
joining in the drilling of said well. (SJB received green card back from Ford's, 11-21-02) 
A certified letter (RR) with announcement of the hearing on February 6, 2003 was sent to 
the Ford s on January 14, 2003. We haven't heard back from the Fords. We plan to 
telephone them and follow up on our proposed weU and lease offer. 

i 

1) 
O. Leonard Mosley, & 
Leona M. 
P.O, Box 4401 
Gillette, WY 82727 

George A. Mosley & Janet 
R. 
42307 N. Newport Hwy. 
Elk, WA 99009 

Bob L. Mosley 
701 E. Zia 
P.O. Box 1653 
Aztec, NM 87410 
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Mary Gwendolyn Mosley 

P.O. Box. 18432 

Salem, OR 97305 

Betty A. Mosley 
258 6V' Street 
Idaho Falls, ID 83401 

2) 
John D. Ford, et ux 
22 Deer Trail Lane 
Bayfield, CO 81127 

3) 
James R. Williams Estate 
c/o 
Eloy Trujillo 
316 N. Lorena Ave. 
Farmington, NM 87401 

3) James R. Williams et ux were sent a lease and an offer to lease from San Juan Basin 
Properties LLC (SJB) on June 25. 2002. SJB did not hear back from the Williams on our 
proposal and offer. Mr. Williams died on July 30, 2002, after Mrs. Williams died in 
January 2002. On November 6. 2002, San Juan Resources. Inc. (SJR), operator of 
subject well, submitted an APE via certified mail (RR) to the Williams Estate to see if 
they were interested in joining in the drilling of said well. (SJB received green card back 
from Williams heir. 11-21 -02). On December 4, 2002 SJB then sent a lease and an offer 
to the Williams Estate, c/o Eloy Trujillo, who was the reported PR of the Estates ofthe 
Williams. A certified letter (RR) with announcement of the hearing on February 6, 2003 
was sent to the Williams Estate c/o Mr. Trujillo on January 14, 2003. Mr. Trujillo called 
back on January 16, 2003 and agreed to lease to SJB. We are awaiting a signed lease and 
proper papers giving Mr. Trujillo the authority to act on behalf of the Williams' Estates. 



SAN JUAN BASIN PROPERTIES LLC 
JERRY McHUGH, Jr, 

June 25, 2002 

Mr. Bob L Mosley 
701 E. Zia 
P.O. Box 165.3 
Aztec. NM 87-i; 0 

RE: Offer to Lease Minerals 
Township 30 North. Ranee I 1 West. N.M.P M. 
Section 18: Portions ofthe SE/4 
Containing 65.33 acres more or less. 
San Juan County. New Mexico 

Dear Mr. Mosley: 

San Juan Basin Properties LLC is interested in leasing for oil and gas exploration and 
development all your interest in and to the minerals underlying the captioned lands below the 
base of the Pictured Cliffs Formation. A preliminary check of the San Juan County records 
indicates that you own 3.4 net acres in said lands. San Juan Basin Properties LLC will pay 
S268.60 for this lease which is based on a S75.00 per net acre price for a 5 year paid up term oil 
and gas lease that includes a 12.5% royalty interest. Included in the consideration is an "upfront" 
delay rental payment of S 13.60 which equates to the total net acres that you own times SI.00 per 
net acre rental payment for the final 4 years of the term of the lease. 

If our offer is acceptable, please execute both copies of the attached oil and gas lease, 
have your signature acknowledged before a notary public and return one copy of the lease for our 
further handling. The enclosed draft should then be presented to your bank as a COLLECTION 

If you have any questions concerning this matter please do not hesitate in contacting me 
at the letterhead address or telephone number 

ITEM. 

Sincerel v. 

Richard E. Frazey, CPL 
Consulting Landman 

1499 Blake Street, *7K 
Denver, CO 80202 U.S.A. 

Tel: 303.573.6333 
Fax; 303.573.6444 

email: jmchugh@sanjuanbasin.com 



SAN JUAN BASIN PROPERTIES LLC 
JERRY McHUGH, Jr. 

June 25, 2002 

Ms. Mary Gw endolyn Mosley 

p.o. Box mm- £_0 / 
, OR 97305 

RE to Lease Minerals 
Township 30 North. Range 11 West. N.M.P.M 
Section 18 Portions of the SE, 4 
Containing 65.33 acres more or less 
San Juan County, New Mexico 

Dear Ms. Moslev 

San Juan Basin Properties LLC is interested m leasing for oil and gasVxploratisn aad 
development all your interest in and to the minerals underlying the captioned lands belpu/the 
base of the Pictured Cliffs Formation A preliminary check of the San Juan County records 
indicates that you own 3.4 net acres in said lands. San Juan Basin Propertied LLjC will pay 
$268.60 for this lease which is based on a $75.00 per net acre price for a\5 y^aiypaid up term oil 
and gas lease that includes a 12.5% royalty interest. Included irî the^cpiiŝ dfipation is an "upfront" 
delay rental payment of $13.60 which equates to the total net acres that ypu own times $1.00 per 
net acre rental payment for the final 4 years of the terjm of the lease. / 

I f our offer is acceptable, please e^^ute both copies of the attached oil and gas lease, 
have your signature acknowledged before a notary^tublic and return one copy of the lease for our 
further handling. The enclosed draft shcmldjh^^ to your bank as a COLLECTION 
ITEM. 

I f you have any questions concerning this matter please do not hesitate in contacting me 
at the letterhead address or telephone number 

Sincerely, 

- \ 71 

Richard E, Frazey. CPL 
Consulting Landman 

Case N o . t 2 9 y 

S U b m S ^ p u r e e s 
s a n j u a n F e b r u a r Y 20, 
Hearing Date. 

1499 Blake Street, #7K 
Denver, CO 80202 U.S.A. 

1 
Tel: 303.573.6333 
Fax: 303.573.6444 

email: jmchugh@sanjuanbasin.com 



COLLECT DIRECTLY THROUGH W eils Fa:gc Bank. Except:on Payments. 2701 NW Vaughn, #880, Portland, OR 97210 
r 

DATE July 1, 2002 

\ Thirty (30) Days After Sight and Subject to Approval of Title 

Pay the 
Order of _ Mary Gwendolyn Mosie\ • 

\ Two hundred sixty eight and sixty hundreds-

Vo 

$ 268.60 

-Dollars 
With Exchange 

\ \ \ 

Consideration for oil and gas lease - T30N-R11W. Sec. 1&,Part ofthe W/2SE/4, San Juan Co.,NM 

Tp: San Juan Basin Properties LLC \ 
14.99 Blake Street, ~7K \ I "v-

>\ DeAver, GO 80202 / \ "~ 

Je/ome P. McHugh, Jr, Man* 
/ 

DETACH BEFORE PRESENTING FOR PAYMENT 

Description: 

TOWNSHIP 30 NORTH. RANGE 11 WEST. N.M.P.M 
Section 18: W/2SE/4 North of tlie Right ofWa> ofthe Denver & 
Rio Grande Western Railroad and all of tlie land lying and being 
situate in tlie SW;4SE''4 South of said Railroad Right of Way and 
East of tlie Cook Arroya. 

Below the base of tlie Pictured Cliffs Formation onlv. 

County 
State 
Gross Acres 
Net Acres 

San Juan 
New Mexico 
68.00 
3.40 



PRODUCERS 88-PAID UP 
Rev. 5-60. No. 2-Spt 

OIL AM) CAS LEASE 
AGREEMENT, Made and entered into tii-.- da\ cf 

whose post office address is ^-^/ 1 J f ^ J ^C- [^_^TTJZI^^ 

'n Juan Basin Properties L L C 

WITNESSETH, That the U 

tieremaiter called Lessor (whether one or more) and 

sc post office address IE 1499 Diake Street. Suite 7K, Denver L O »C2_t)2 hereinafter ca l l i f l lessee: 

i a.id m cunsidcj i oi - , and i • - Z X X . L A R S .asii ni \\c\wc paid, tht receipt o f which is hereby acknowledged, and 

presents does grant, demise, leaso and let exclusively unto the said the covenants and agreements hereinafter contained, lias granted, demised, leased and uv. and b; 
Lessee, lhe land hereinafter described, v.-ih the e l u s i v e ngin tbr tlie purpose oi" mining evplorhiji by geophysical and oliiei methods, and operating for and producing 
therefrom oil and all gas of whatsoever nature or kind, with rights of wa\ and easement for !a\ :ug pipe tines, and erection of structures diereon to produce, save and take care 
of said products, all that certain tract of 1 ?.r-d simaied in Die County of San Juan . Slate of _JyewJylexjco_. described as lollow;. to-wit 

TOWNSHIP 30 N O R T H , K A N G ] i WEST. N.M.P.M. 

Section 18: W/2SE/4 North of lhe Right of Way of lhe Denvei & Rio Grande Wesi-m Ra 
SW/4SE/4 Soull: of said Railroad Right of Way and Ras! of tit: Cook Anoyi: 

Below the base of tlie Picture;; Cliffs Fonnriiux^orily 

t tin- land lyi^g and being situate in tlie 

and containing 68.00 acres, more or less 
!. I l is agreed lhai Ihis lease <:\?.\\ vemsm in io iy ; fci a term of live (5"; ye art 

produced f rom said leased premises or or. acreage pooled therewith, or drilling opera! 
,h this dale .md af long thereafter as i i i oi gis of whatsoever nature or kind is 
continued a.c hereinafter provided I f Aat the expiration of the primary term of 

re-working operations thereon, (hen this lease, oil or gas is not being produced on the leased pre nises or on acreage pooled iherekvjlh but Lessee is then engaged in drilling. 
this lease shall continue in force so long as operations are being continuously prosecuted on the leased premises or on acreage pooled therewith; and operations shall be 
considered lo be continuously prosecuted i f not more than linely (90) days shall elapse between the completion or abandonment of one\ well and the beginning of operations 
for the drilling of a subsequent well. I f after discovery of o ! or gas on said land or on acreage pooled therewith, the production jJicxeof should cease f rom any cause after the 
primary term, this lease shall not terminate i f lessee comn ences additional drilling or re-working operations withm nine!)' ( M ) days frorn date of cessation of production or 
from date of completion of dry hole. I f o;l or gas shall be discovered and produced as a lesiiit. of sucii operations al or after tUt expiration of the primary term of this lease, this 
lease shall continue in force so long as oii or gas is producei from the leased premises oi on acreage pooled therewith 

2. This is a PAID-UP D£ASF. In cousidcralioi of the down cash payment, Lessoj agrees 'hat Lessee shall :>6l be obligated, except as otherwise provided herein, 
to commence or continue any operations during the pnmrry term. Lessee maytc-tmy^-linie or times duringyii- after the primary term siinender^lWis lease as lo all or any 
portion of said land and as to any strata^ stratum b\ delivering io Lessor or bvf t i ing fo." record a release or releases, anil be relieved of all obin^atton thereafter accruing as to 
the acreage surrendered. \ / ^ — 

3. In consideration of the premies the j.aid Ljissae covenants iitidjftgreesi 
1st. To deliver to the credit of Lessor, free of cost, in Ihe pipe jl ine to which LesseeVnay connect wefts on said land, the equal one-eighth (1/8) part 

o f all oil produced and saved fro™ the leased pretnises 
2nd. To pay Lessor one-eighthYl/S) ofthe gross proceeds eaiih year, payable quartbriy, for die gas fr\>m each we.i where gas only is found, while the same is 

being used o f f the premises, and i f iVed m tlie mafcufacture of gasoline a royalty of one|ei°lith f 1/8), payaWe month!, at tlie prevailing market rate for gas. 
3rd. To pay Lessor for gas produWd from anyl oil well and used off the premises" oi ini tlie manufacture of gasoli ic or any oilier product a royally of one-ei&hlli 

(1/8") ofthe proceeds, al lhe mouth o f t\e well, payable monthly a\ the prevailing market rate 
4. Where gas from a wel) capable of producing grts is .not sold or used. Lessee may'pay or lender as royalty to die royalty owners One Dollar per year per net 

royalty acre retained hereunder, such paymeiu ot leVier to behnade on or before the annhersary date of tins lease next ensuing after tlie expiration of 90 days f rom tlie dale 
such well is shut in and thereafter on or before Lhe aimiversary bate of this ieasetjuring me period such well is shut in I f such payment or tender is made, it w i l l be considered 
that gas is being produced within the meaning cf thi 

5. I f said Lessor owns a less interest in theWiove described land than liuTeTIlTre and undivided fee simple estate thsiem, then tiie royalties (including any shut-iit 
gas royalty) herein provided for shall be paid the Lessor on!;, in ' he proportion which Lessor's interest bears to the whole and undivided fee. 

6. Lessee shall have the right io use. free of cokt. gas, oil and water produced on said land ibr Lessee's operation thereon, except water f rom Hie wells of Lessor. 
7. When requested by Lessor, Lessee shall buryVUess ies pipe line below plow depth 
8. No well shall be drilled nearer than 200 feet ti) ihe house or barn now on said premises without written consent of Lessor. 
9. Lessee shall pay for damages caused by Lessee* operations to growing crops on said land. 

10, Lessee shail have die right at any lime to removedU machinery and fixtures placed on said premises, including the right lo draw and remove casing. 
11. The rights of Lessor and Lessee hereunder may be assigned in whole or part. No change in ownership of Lessor's interest (by assignment or otherwise) shall be 

ling on Lessee until Lessee has been furnished with notice, consisting of certified copies of all recorded instruments or documents and olher information necessary to 
jblish a complete chain of record title from Lessor, and then only with respect to pavments thereafter made. No olher kind of notice, whether actual or constructive, shall 

be binding on Lessee, No present or future division of Lessor's owneiship as to different portions or parcels of said land shall operate to enlarge lhe obligations or diminish tlie 
rights of Lessee, and all Lessee's operations may be conducted wiiiioul regard to any such division. I f all or any part of litis lease is assigned, no leasehold owner shall be 
liable for any act or omission o f any olher leasehold owner 

12. Lessee, al ils option, is hereby given the right and power at any lime and from lime to time as a recurring right, either before or after production, as to ail or 
any part of lhe land described herein and as to any one or more of the formations hereunder, to pool or unitize tlie leasehold estate and lite mineral estate covered by this lease 
with other land, lease or leases in the immediate vicinity for the production of oil and gas, or separately for the production of either, when in Lessee's judgment it is necessary 
or advisable lo do so, and irrespective o f whether authority similar to this exists w i l l : respect lo such olher land, lease or leases. Likewise, units previously formed to include 
formations not producing oil or gas, may be reformed lo exclude such non-producing formations. Tlie forming or reforming of any unit shall be accomplished by Lessee 
executing and filing of record a declaration of such unitization or reformation, which declaration shall described lhe unit. Anv unit may include land upon which a well lias 
theretofore been completed or upon which jperalions lor drilling have theretofore been commenced. Production, drilling or reworking operations or a well shut in for want of 
a market anywhere on a unit which includes al! or a pari of this lease shall be treated as i f it were production, drilling or reworking operations or a well shut in for want of a 
market under this lease. In lieu of the royalties elsewhere herein specified, including shut-in gas royalties. Lessor shall receive on production f rom tlie unit so pooled royalties 
only on the portion of such production allocated lo tins lease; such allocation shall be that proportion ofthe unit production that the total number o f surface acres covered by 
tliis lease and included in tiie unit bears to the total number of surface acres ir. such unit. In addition to lhe foregoing, Lessee shall have the right to unitize, pool, or combine 
all or any pari o f t h e above described lands as tc one or more ofthe formations thereunder with other lands in the same general area by entering into a cooperative or unit 
plan of development or operation approved by any governmental authority and, from lime to time, with 'ike appicval, tc modify, change or terminate any such plan or 
agreement and, in such event, the terms, conditions and provisions of this lease shell be deemed modified to conform to the terms, conditions, and provisions of such approved 
cooperative or unit plan o f development or operation and. particularly, all drilling and development requirements of this lease, express or implied, shall be satisfied by 
compliance with the dril l ing and development requirements of such plan or agreement, and this lease shall not tenninate or expire during the life of such plan or agreement. 
In the event that said above described landi or any part thereof, shall hereafter be operated under any such cooperative or unit plan of development or operation whereby the 
production therefrom is allocated to different portions of lhe land covered by said plan, then the production allocated to any particular tract of land shall, for tlie purpose of 
computing tlie royalties to be paid hereunder to Lessor, be regarded as having been produced from tlie particular tract of land lo which it is allocated and not to any other tract 
of land", and the royalty payments to be made h«rewKtev to Lessor shall be based upon production only as so allocated. Lessor shall formally express Lessor's consent lo any 
cooperative or unit plan of development or operation adopted by Lessee and approved by any governmental agency by executing the same upon request of Lessee. 

13. A l l express or implied covenants of this tease shall be subject lo all Federal and Slate Laws, Executive Orders, Rules or Regulations, and this lease shall not be 
terminated, in whole or in part, jior Lessee held liable in damages, for failure lo comply therewith, i f compliance is prevented by, or i f such failure is the result of, any such 
Law, Order, Rule or Regulation. 

14. Lessor hereby warrants anc! agrees tu defend the title to tlie lands herein described, and agrees Hut the Lessee shall have the right at any time lo redeem for 
Lessor, by payment, any mortgages, taxes or olher liens on the above described lands, in tiie event of default of payment by lessor and be subrogated to the ri gilts o f tlie 
holder thereof, and tlie undersigned Lessors, for themselves and their heirs, successors and assigns, hereby surrender and release all right of dower and homestead in the 
premises described herein, insofar as said rig: it of dower and homestead may in any way affect the purposes for which this lease is made, as recited herein. 

15. Should any one or more of the p;i.rti.:s hereinabove named as Lessor fail to execute this lease, it shall nevertheless be binding upon all such parlies who do 
execute it as Lessor. The word "Lessor," a;- used in thiS lease, shall mean any one or mors OT all ofthe parties who execute tliis lease as Lessor A l ! the provisions of tliis lease 
shall be binding on the heirs, successors anc assigns of Lessor and Lessee. 

I N WITNESS WHEREOF, tins instnim-m is executed as of the date first above written. 



STATE OF j Oklahoma Kansas. Nev. fvkvit'O. Wvunnng. Montana. Color.uk:. Utah 

; s-. Nebraska North Dakota, Sout:. Ort-Oiri 

T Y OF ! ACKNOWL.EDOML ; NT INDJYIDI 'AL 

B b r O R E M E , lhe undersigned, a Notary JV.dk, m and lot said County and Stal^. on thi* da> ut" _ , '2002. personally 
appeared Mary Gwendolyn Mosley . lo .ne known m ix. the identiu.il person ___ described in and -.\ho e-.e.-uied the within and foregoing instrument of writing and 
acknowledged lo me lliat her duly execute i tlte same as j i ^ r fre.- and v o l u m e -HU and oe^d lor the use., and j u: poses tlierem ie! fortl i 

I N WITNESS WHEREOF, I ha>. t- hereunto set my banc and affixed my notarial seal Hie day and year Li si above wniun . 

M y Commission Expires _ 
Nalary Puhhr. 

\ ; Oklahoma, Kansas New Mexico. Wyoming Montana. Colorado, fylai 

T j ss. \ Nebraska. North Dakota, South Dakota 

COUNTY OF \) \ A C K N O W L E V ^ G M E N T I N D I V I D U A L 

BEFORE ME, the undersigned, ••• No'.ary^Puhiu- in and foe said County and Stale, on thi's^ day /ol 

personally appeared _ 

\ 

2001, 

to me known to billhe identical personj . described in and whe executed fjhe within and foregoing instrument of writ ing and 
duly executed lhe dune as free and voluntary act and deed for the uses and purposes therein set Tor th. 

'•• " \ \ \ \\ 
I N WITNESS^ WHEREOF, I have liereun'OjSe! my hand and affixed my notarial sea! Ine da\ and year ;ast above written. \ \ 

ackjiowledged lo me lhai _ 

M y Commission Expires_ 
\ 

Nolan Public. 

j 

A C K N O W L E D G M E N T <T'o> use by Corporation} 

On litis \ . 

personally appeared _____ ___ 

who, being by me duly sworn, did say U'at (s)he 

dav of 

, to me personally know, 

and 

^ and thai lhe seal affixed lo said instrument is tlie corporate seal of said 

corporation and that said instrument was signed and'-.sealed in behalf of said corporation by authority oi its Board ..if Directors, and said acknowledged said 

acknowledged said instrument to be die free act and deed of said corporation. 

I N WITNESS WHEREOF, I have hereunto set my hand and affixed my nolaria, seal the day and year last above written. 

(SEAL) 

My Commission Expires 

Notary Public 



SAN JUAN BASIN PROPERTIES LLC 
JERRY McHUGH, Jr. 

July 24, 2002 

Mr. Bob L. Mosley 
701 E. Zia 
P.O. Box 1653 
Aztec, NM 87410 

RE: Offer to Lease Minerals 
Township 30 North. Range 11 West. N.M.P.M 
Section IS: Portions ofthe SE/4 
Containing 65.33 acres more or less. 
San Juan County, New Mexico 

Dear Mr. Mosley: 

In reference to your recent telephone conversation with Mr. Jerry McHugh, Jr., President 
of San Juan Basin Properties LLC. it was agreed that you would lease your minerals under the 
captioned lands pursuant to the following terms: 

1) The lease would cover all the interest in and to the minerals underlying the captioned 
lands below the base of the Pictured Cliffs Fonnation being 3.4 net acres. 

2) San Juan Basin Properties LLC will pay $520.20 for this lease which is based on a 
$150.00 per net acre offer. Included in the consideration is an "upfront" delay rental 
payment of $ 10.20 which equates to the total net acres that you own times $1.00 per net 
acre rental payment for the final 3 years of the term of the lease 

3) 4 year paid up term oil and gas lease. 
4) 20% (l/5 t h) royalty interest. 

If this offer is acceptable, please execute both copies of the attached oil and gas lease, 
have your signature acknowledged before a notary public and return one copy of the lease for our 
further handling The enclosed draft should then be presented to your bank as a COLLECTION 
ITEM. 

If you have any questions concerning this matter please do not hesitate in contacting me 
at the letterhead address or telephone number. 

Sincerely, 

Richard E. Frazey, CPL 
Consulting Landman 

DIVISION 

1499 Blake Street, #7K 
Denver, CO 80202 U.S.A. 

2003 Tel: 303.573.6333 
Fax: 303.573.6444 

email: jmchugh@sanjuanbasin.com 



COLLECT DIRECTLY THROUGH WellsFargo Bank. Exception Payments, 2701 NW Vaughn, #880, Portland, OR 97210 

DATE July 1, 2002 

Thirty (30) Days After Sight and Subject to Approval of Title 

Pay to the 
Order of ___JBo^Jylo^iey $ 520.20 

Five hundred twenty and twenty hundreds- - Dollars 
With Exchange 

Consideration for oil and gas lease - T30N-R11W. Sec. 18: Part of the W/2SE/4, San Juan Co..NM 

To: San Juan Basin Properties LLC 
1499 Blake Street, •• "K 
Denver, CO 80202 

Jerome P. McHugh, Jr., Manager 

DETACH BEFORE PRESENTING FOR PAYMENT 

Description: 
County San Juan 

TOWNSHIP 30 NORTH, RANGE i) WEST, N.M.P.M. State New Mexico 
Section 18 W/2SE/4 North ofthe Right of Way of Ae Denver & GrOSS Acres 68.00 
RJO Grande Western RaiLroad and all of the land lying and being Net Acres 3.40 
situate in the SW/4SE/4 South of said Railroad Right of Way and 
East ofthe Cook Arrova. 

Below the base ofthe Pictured Cliffs Formation only. 



PRODUCERS 88 -PAID UP 
Rev. No 5a (CBG) 

OIL AND GAS LEASE 
This Oil and Gas Lease ('-Lease") is m:i ie t'.-is 1st da\ of 2002 , by and between 

Bob L Mosiev whose address is 

701 E. Zia. P.O. Box 1653. Aztec NM 3"410 . _ . Lessor . whethet one or more) and 

San Juan Etesin Properties -LC _ _ wliose address is 

JL49U Blake Sir eel Suite 7K, Denver. CO 83202 .... _ .("Lessee5'). 

WITNESSETH, For and in consideration .?f T £ \ DOLLARS, the cnrnanLs and agreement? lontaincc herein, and olr,c:r good .mi : aluable consideration the receipt and sufficiency 
of which are hercbv acknowledged, Lessor does hereby arant. demise. 'ease and lei ixcl'-isiv s:y irAo said Lesser, with the exclusive rights i'oi ths purposes of mining, exploring by 
geophysical and other methods and opera tine f i r and producing disrerrom oil ind gn=. of whatsoever nal'..rt or kind (including eoalbeii gas), anc! Living pipelines, teleplione and telegraph 
lines, building tanki. plants, power stations roadways and structures thereon lo produce, save .ind TXS .:.ire o rsaid produce (including dewatering of ccalbed gas wells), and the exclusive 
surface and subsurface rights and privilege? related in -my manner to any nnd all such cperc'irns, and any j - d -TI'. oilier rich is nnd privileges n-cesi.iry, incident lo, or convenient for the 
operation alone or conjointly wilh neighboring lam! io* surL purposes ail thai certain Iraci 

ortracts ofland situated in San L:an County __li^:_->^exLC»,_ _ described as follows, to-wit: 

TOWNSHIP 30 N O R T H RANGE 11 WLbT. N.M.P.M 

Section 18' W<7SE'4 North of the Right < Way ofthe Denver & Rio Grande Western Railroad ar.c iV- nf tne land iy ir.g a nrt being silcaled in 'he SW/4SE/4 South of said Railroad 

Right of Way and East of the Cook Vrcva 

Below the base of the Pictured Cliffs Forma tint: on.. 

and containing 68.00 ?cres. more or less, ithe "Premise-;") 
1. It is agreed that this Leaae shall remain in force for a term of four (4) years how ihis dale ("Primary Term") and .is long thereafter as cii or gas of wha (soever nature or 

kind is produced from the Premises or on a crease pooled or um tized therewith, or operations are continued as hereinafter pro\ ided If, al tlie expiration ofthe Primary Term, oil or gas is 
noi being produced from the Premises or cn acreage pooled or unitized therewith but Lessee is then engaged in drilling, rcwoiking o r dewatering operations thereon, llien this Lease shall 
continue in force so long as such operations arc being continuously prosecuted. Opera ti ens shall be considered to bs continuously prosecuted i f noi more than ninety (90) days shall elapse 
between the completion or abandonment of one well arti the beginning of operations for the drilling of a subsequent we'i. I f after discovery of oi' or gas on the Premises or on acreage 
pooled or unitized therewith, the production thereofshould cease from any cause after tbe primary term, this Lease shall net terminate i f Lessee commences additional drilling, reworking or 
dewatering operations within ninety (90) days from date of cessation of production or from dale of completion ot dry hole i f oil or g.is shall be discovered and produced as a result of such 
operations at or after the expiration ofthe Primary Term, this Lease shall continue in force sc long as oil or gas is produced from the Premises or on acreage pooled or unitized therewith. 

2. This is a PAID-LHP LEASE. In cons idem tion of the payment made herewith. Lessor agrees that Lessee shall not be obligated, except as otherwise provided herein, lo commence or 
continue any operations during the primary lerm Lessee may a I any time or times during cr after the Primary Term surrender this Lease as to all or any portion ofthe Premises and as to any 
strata or stratum, by delivering lo Lessor or by .filing for record a release or releases, and be relieved of al! obiigalions thereafter accruing as to the acreage surrendered. 

3. Lessee covenants and agrees lo pa-, royalty io Lessor as follows: 
(a) On oil , to deliver to the credit c f Lesser, free of cost in the pipe line to which Lessee may connect wells or. the Premises, the equal one-fifth (1/5 lh) part of all oil produced and 

saved from the Premises. 
(b) On gas of whatsoever nature o: kind, including coalbed gas and olher gases, liquid hydrocarbens and (lie ir respective constituent elements, casinghead gas or other gaseous 

substances, produced from the Premises ("Gas'') Lessee shall pay, as royalty, one-fifth (1/5th") of the net proceeds realized by Lessee from the sale thereof; provided that Lessee shall have 
Ihe continuing right to sell that Gas to itself cr to an a 51 kale of Lessee, in which event the roya ity sliail be based upon tlie prevailing wellhead market price paid for Gas of similar quality in 
the same field (or i f there is no such price prev?ili?g in lhe same field, then in the nearest field in which there is such a prevailing price) pursuant to comparable purchase arrangements, 
including arrangements under which Lessee, or an affiliate, is purchaser, entered into on the same or nearest pieced ing date as die date on which Lessee, or an affiliate, commences ils 
purchases hereunder; and further provided that lhe net proceed1* or prevailing wellhead market pnee, as applicable, shrill be after deduction for cosls (ihird party charges and tariffs, and 
capital and operating costs incurred by Lessee) related lo gathering, transporting, dehydrating, compressing, processing and beating the Gas. 

4. Where Gas from a well capable of producing Gas (or from a well in which dewa terns opera lions have commenced}, is not sold or used after the expiration of lhc Primary Term, 
'-ee shall pay or lender as royalty to Lessor at the address set forth above Tvo Hundred Fifty Dollars peT year, such payment or tender to be made on or before the anniversary date of this 
se next ensuing aflcr the expiration of 90 days fiom tiie date such well is shut in or dewatering opera Urns are commenced and thereafter on or be fere the anniversary date of this Lease 

uuring the period such well is shut in or dewatering operations are being conducted. 
5. I f Lessor owns a lesser interest in the premises than the entire and undivided fee simple estate therein, then Lhe royalties (including anv shut in gas royally) herein provided for 

shall be paid Lessor only in the proportion which Lessor's interest bears to the whole and undivided fee 
6. Lessee shall have the right to use, free of cost, Gas, oil pnd water produced on the Premises for Lessee's operations thereon, except water from tlie wells of Lessor. 
7. When requested by Lessor, Lessee shall burv Lessee's pipe line below plow depth 
8. No well shall be drilled nearer than 230 feet to the house or bam now on tlie Premises without written consent of Lessor. 
9. Lessee shall pay for damages caused by Lessee's operations lo growing crops on Ihe Premises 
10. Lessee shall have the right al any lime to remove all machinery and fixtures (including casing) Lessee has placed on the Premises. 
11. The rights of the Lessor and Lessee hereunder may be assigned in whole or part. No change in ownership of Lessor's interest (by assignment or otherwise) shall be binding on 

Lessee until Lessee has been furnished with notice:, consisting of certified copies cf all recorded instruments or documents and other information necessary to establish a complete chain of 
record title from Lessor, and then only with -espect LO payments thereafter made. No other kind of nor ice, whether actual or constructive shall be binding on Lessee. Nc present or future 
division of Lessor's ownership as to different portions cr parcels of tlie Premises shall operate to enlarge the obligations or diminish the rights of Lessee, and all Lessee's operations may be 
conducted without regard to any such division. I f all or any part of this Lease is assigned, no leasehold owner shali be liable for any act or omission of any olher leasehold owner. 

12. Lessee, at its option, is hereby given the right and power at any time and from lime to time as a recurring right, either before or after production, as to all or any part ofthe 
Premises and as lo any one or more ofthe formations thereunder, to pool or unitize tiie leasehold estate and the mineral estate covered bv this Least wilh other land, lease or leases in the 
immediate vicinity for the production of oil md gas, or separately for the production of either, when in Lessee's judgement it is necessary or advisable to do so, and irrespective of whether 
authority similar lo this exists with respect la such other land, lease or 'leases. Likewise units previously farmed to include formations not producing oil or gas, may be reformed to exclude 
such non-producing formations. The forming oi reforming of any unit shall be accomplished by Lessee executing and filing cf record a declaration of such unitization or reformation, wliich 
declaration shall describe the unil. Any unit may include land upon which a well has theretofore been completed or upon which operations for drilling have theretofore been commenced. 
Production, drilling, reworking or dewatering operations or a wel; shut in for want of a market anywhere on a unit which includes all or a part c f this Lease shall be treated as i f it were 
production, drilling, reworking or devvaterjrg operations or a well shut in for want of a market under ihis Lease. In lieu of the royalties elsewheie herein specified, including shut-in gas 
royalties, Lessorshall receive royalties on prcd notion from such unit only on the portion of such prod jction allocated to this Lease In addition to the foiegoing Lessee shall have [lie right 
to unitize, pool, or combine all or any part of lhe Premises as to one or more ofthe formations thereunder with other lands in the same general area by entering into a cooperative or unit plan 
of development or operation approved by an\ governmental authority and, from time to time, with like approval, to modify, change or terminate any such plan or agreement and, in such 
event, the terms, conditions and provisions of this Lease shall be deemed modified to conform to the terms, conditions, and provisions of such approved cooperative or unit plan of 
development or operation and, particularly, dl! drilling rind development requirements of thi-; Lease, express ot implied, shall be satisfied bv compliance with the drilling and development 
requirements of such plan or agreement, and this Lease shall not terminate or expire during the life of such plan or agreement In the event tha* the Premises or any part thereof, shall 
hereafter be operated under any such cooperative cr tJf'.it plan of development or operation whereby the production therefrom is allocated lo different portions ofthe land covered by said 
plan, then the production allocated lo any pa.Iculnr tract of land shall, for the pumose of computing tlie royalties lobe paid hereunder lo Lessor, be regarded as having been produced (mm 
the particular tracl ofland to which it is allocated and not lo any other tract of land, and royally payments lo be made hereunder to Lessor shali be based upon production only as so 
allocated. Lessor shall formally express Lessor 's consent Lo any cooperative or unit plan of development or operation adopted bv Lessee and approved by any governmental agency by 
executing tbe same upon request of Lessee. 

13. All express or implied covenants of ihis Lease shail be subject lo all Federal and Slate Laws, Executive Orders, Rules or Regulations, and ibis Lease shall not be terminated, in 
whole or in part, nor Lessee held liable in damages, for failure ic comply therewith i f compliance Is prevented by. or if such failure is the result of. anv such Law, Order, Rule or Regulation. 
Any delay or interruption caused by storm, food, rc l of God or other event of force majeure shall not be counted against Lessee. If. due to tlie above causes or any cause whatsoever 
beyond the control of Lessee, Lessee is prevented from conducting operations hereunder, such, time shall not be counted against Lessee, ard this Lease shall be extended fora period of lime 
equal to the lime Lessee was so prevented, anything in Ihis Lease to lhe contrary notwithstanding 

14. Lessor hereby agrees that Lessee shall have the right at any lime to redeem for Lessor, by payment, any mortgages, taxes or other hens on ihe Premises, in the event of default of 
payment by Lessor, and be subrogated to the right; of Ihe holder thereof, and the undersigned Lessors, for themselves and their hens, successors and ussigns. hereby surrender and release all 
right of dower and homestead in the Premises, insofar as said right of dower and homestead mav i r . my way affect the puiposes for which this Lease is made, as recited herein. 

15. Should any one or more ofthe parties named as Lessor herein fail to execute this Lease, i l shall nevertheless be binding upon i l l such parties who do execute it as Lessor. Tlie 
word "Lessor," as used in this Lease, shall mean any one or more or all of lhe parties who execute ihis Lease r.s Lessor. All the provisions of this Lease shall be binding on the heirs, 
•"".ccssors and assigns of Lessor and Lessee 

IN WITNESS WHEREOF, this inslromcrU is executed as ofthe dale first above written 



STATE OF I MFORM ACKNOWLEDGE MF. NT-INDIVIDUAL 

COUNTY OF 1 

The foregoing instrument was a-:[- rw.m vjucd ficfore ms tj/ j . day o( 

My Commission Expires: Notar\ Public, S'£iEe of 

Ni'nif .'if Ncir.an. Primed 

STATE OF I UNIFORM ACKNOWLEDGEMENT-CORPORATE 

COUNTY OF 

The foregoing instrument was ackncvviecyed before me this day of . 19 

of 

corporation, on behalf of the corporate] 

My Commission Expires: Nolan, Public, State of _ 

Name of Notary Printed 

STATE OF UNIFORM ACKNOWLEDGEMENT-OTHER 

COUNTY OF 

The foregoing instrument was acknowledged before me tliis day of 

on behalf of . a 

My Commission Expires: No tap, Public, State of 

Name of Notary Printed 



SAN JUAN BASIN PROPERTIES LLC 
4^X^«L"GH, Jr. 

Mr. Bob L. Mosiey 
701 E. Z:a 
PO. Box 16:3 
Aztec. NM S741G 

RH: Offer to Lease Minerals 
Township- 30 North. Range 1 \ West. N.M.P.M. 
Section 1 s Portions of the SE;4 
Containing 68 acres more or less. 
San Juan County. New Mexico 

Dear Mr. Mosley 

In reference to today's telephone conversation 1 return the notarized lease you sent us last week. 
Ln considering your "counteroffer" on San Juan paying the gathering and associated costs, we cannot live 
with this in that it puts a huge impediment upon us for moving this project forward. These gathering and 
treating costs are not imposed by us. but by the El Paso Field Services who gathers, treats, processes, and 
handles the gas from wellhead to tailgate, where we then sell the gas. Those charges are a pan of all 
sales to markets, and are out of our control. 

We would be willing to accept your conditions for bearing these charges, however, we would 
only do this if you and your siblings sign a gas balancing agreement. This way you can handle the 
marketing of the gas yourselves and get a third party to handle the various charges, which are needed to 
get the gas to market. At the wellhead, your royalty gas is not marketable. 

I enclose the lease form we are willing to work with on this drilling unit. We are working 
diligently to assembie acres anc pursue drilling in the S/2 of Section 18. Our terms and conditions are the 
same as our July 24, 2002 letter—1/5 RI. 5150/acre -r delays. S250/yr shut-in. and payment once per 
month if over S25. If this offer is acceptable, please execute both copies of the attached oil and gas lease, 
have your signature acknowledged before a notary public and return one copy of the lease for our further 
handling. Tie previously enclosed draft should then be presented to your bank as a COLLECTION 

If you have any questions concerning this matter please do not hesitate in contacting me at the 
letterhead address cr telephone number. It was good to meet you when I was through the San Juan Basin 
on my visit '.3s: week. 

Very truly yours 

ITEM. 

Submitted By: 

BEFORE THE 
CONSERVATION DIVISION 

enclosures as indicated 1499 Blake Street, #7K 
Denver, CO 80202 U.S.A. 

Tel: 303.573.6333 
Fax: 303,573.6444 

email: jmchugh@sanjuanbasin.com 



SAN JUAN BASIN PROPERTIES LLC 
JERRY McHUGH, Jr. 

September 19. 2002 

Mr. Bob L Mosley 
701 E. Zia 
P.O Box 1653 
Aztec. NM 87410 

RE: Offer to Lease Minerals 
Township 30 North. Range 1 1 "West. N.M P.M. 
Section 18: Portions ofthe SE/4 
Containing 17 acres more or less. 
San Juan County, New Mexico 

Dear Mr. Mosley: 

I enclose a copy of our lease form with the "Net" language included. If you would like to add 
your provisions (Exhibit "A") which you gave me during my visit, then we would change the 
royalty to one-eighth (1/8), Otherwise our offer of one-fifth (1/5) royalty, $150/acre for 
consideration, S250/year/ mineral owner shut-in royalty, 4 year term, and payments to you over 
S25/month is the best we can do. We cannot carry the gathering and processing charges you and 
your family want us to pay. 

When we agreed to give you and your family the one-fifth (1/5) royalty and the other 
considerations, it was not with the idea that we would pick up all the gathering/processing 
charges as well. As mentioned in my letter of August 6, these fixed charges are netted back at 
the wellhead. 

If you have any questions concerning this matter please do not hesitate in contacting me at the 
letterhead address or telephone number. Please feel free to use our 800 number, 1-888-731-
0409. 

Very truly yours. 

Enclosures as indicated 

1499 3Iake Street, #7K 
Denver, CO 80202 U.S.A. 

Tei: 303.573.6333 
Fax: 303.373.6444 

emai, jmchugh@sanjuanbasin.com 



SAN JUAN BASIN PROPERTIES LLC 
JERRY McHUGH, Jr. 

January 27. 2003 

Mr. Bob L. Mosley 
701 E. Zia 
P.O. Box 1653 
Aztec, NM 87410 

RE: Offer to Lease Minerals. Mosley Group 
Township 30 North. Range 11 West. N.M.P.M. 
Section 18: Portions of the SE/4 
Containing 17 acres more or less. 
San Juan County, New Mexico 

Dear Mr. Mosley: 

We are in receipt of the letter of December 9, 2002 from Richard Tully. We respectfully decline 
your "counteroffer" as outlined in Mr. Tully's letter. 

We will, however, offer to lease your minerals in the above referenced lands under the following 
terms and conditions: 

1) Royalty interest of 1/6, using the enclosed lease form, a paid up lease. 

2) Bonus consideration of S200 per net mineral acre leased, for a three year term. 

Please feel free to contact me to discuss this matter further. Thank you very much. 

Very truly yours. SAN JUAN BASIN PROPERTIES LLC 

Jerry McHugh, Jr 
MANAGER 

cc: Richard Tuilv via fax 5-325-8232 

1499 Blake Street, #7K 
Denver, CO 80202 U.S.A. 

Tel: 303.573.6333 
Fax: 303.573.6444 

email: jmchugh@sanjuanbasin.com 



SAN JU AN BASIN PROPERTIES LLC 
JERRY M c H U G H , Jr. 

September 19, 2002 

Mr. Bob L. Mosley 
701 E. Zia 
P.O.Box 1653 
Aztec, NM 87410 

RE: Offer to Lease Minerals 
township JU rsortii, ixangc i ± wcsi. ±\._v±.t 
Section 18: Portions ofthe SE/4 
Containing 17 acres more or less. 
San Juan County, New Mexico 

Dear Mr. Mosley: 

I enclose a copy of our lease form with the "Net" language included. I f you would like to add 
your provisions (Exhibit "A") which you gave me during my visit, then we would change the 
royalty to one-eighth (1/8), Otherwise our offer of one-fifth (1/5) royalty, $150/acre for 
consideration, $250/year/ mineral owner shut-in royalty, 4 year term, and payments to you over 
$25/month is the best we can do. We cannot carry the gathering and processing charges you and 
your family want us to pay. 

When we agreed to give you and your family the one-fifth (1 /5) royalty and the other 
considerations, it was not with the idea that we would pick up all the gathering/processing 
charges as well. As mentioned in my letter of August 6, these fixed charges are netted back at 
the wellhead. 

If you have any questions concerning this matter please do not hesitate in contacting me at the 
letterhead address or telephone number. Please feel free to use our 800 number, 1-888-731-
0409. 

Very truly yours, 

Enclosures as indicated 

1499 Blake Street, #7K 
Denver, CO 80202 U.S.A. 

Tel: 303.573.6333 
Fax: 303.573,6444 

email: jmchugh@sanjuanbasin.com 



PRODUCERS "5 

0IL AND GAS LEASE 
Piis O i l and Gas Lease ("Lease") is made tliis 1st dav of October , 2002 , by and between 

_ Bob L. Mosley _ . whose address is 

"701 E. Zia. P.O. Box 1653. Aztec N M 87410 _ . ("Lessor", whether one or more) and 

Sail Juan Basin Properties L L C whose address is 

1499 Blak^ Street, Suite 7R, Der.va. CO 80202 , , ("Lessee"). 

\VTTNESSE TH, For and in consideration of TEN DOLLARS, die covenants and agreements contained herein, and other good and valuable consideration the receipt and sufficiency 
of which are hereby acknowledged, Lessor does hereby granL demise, Is^sc and let exclusively unto said Lessee, with the exclusive rights for the purposes of mining, exploring by 
geophysical and other methods and opeiatine for and producing therefrom oil and all gas of whatsoever nature or kind (including coalbed gas), and laying pipelines, telephone and telegraph 
fines, building tanks, plants, power stations, i oadways and structures thereon tc produce, save and take care of said products- (including dewatering of coalbed gas wells), and the exclusive 
surface and subsurface rights and privileges related in any manner to any and all such operations, and any and ah otiier rights and privileges necessary, incident to, or convenient for the 
operation alone or conjointly with nsighboring 1.2nd for such purposes, all thai certain tract 

or tracts ofland situated in San Juan Cocntv, New Mexico described as follows, to-wit: 

rOWNSHIP 30 NORTH. RANGE 11 WEST. N.M.P.M. 
Section IS W/2SE/4 North of tiie Right of Way ofthe Denver &. Rio Grandr Western Rrihoaa and all ofthe land lying and being situated in the SW74SE'4 South of said Railroad 

Right of Way and East of the Cook Arroya 

Below the base of tiie Pictured Cliffs f omu'jon only 

and containing , 68.00 acres, more or less, (the ''Premises") 

1. It is agreed that this Lease shall remain mfeice for a term of four (4) years from this date ("Primary'Term") and as long thereafter as oil or gas of whatsoever nature or 
kind is produced from the Premises or or. acreage pooled or unitized therewith or operations are continued as hereinafter provided. I f , at tlie expiration of the Primary Term, oil or gas is 
not being produced from the Premises or on acreage pooled or unitized therewith but Lessee is then engaged in drilling, reworking or dewatering operations thereon, then this Lease shall 
continue in force so long as such operations are being continuously prosecuted. Operations shail be considered to be continuously prosecuted ifnotmore than ninety (90) days shall elapse 
between the completion or abandonment of one well and the beginning of operations for tlie drilling of a subsequent well. I f after discovery of oil or gas on tlie Premises or on. acreage 
pooled or unitized therewith, the production thereof should cease from any cause after the primary terra, this Lease shall not terminate i f Lessee commences additional drilling, reworking or 
dewatering operations within ninety (90) days from date of cessation of production or from date of completion of dryhole. I f oil or gas shall be discovered and produced as a result of such 
operations at or after tlie expiration of the Primary Term, thus Lease shall continue in force so long as oil or gas is produced from the Premises or on acreage pooled or unitized therewith. 

2. Thia is a PAID-UP LEASE- In consideration ofthe payment made herewith, Lessor agrees that Lessee shall not be obligated, except as otherwise provided herein, to commence or 
continue any operations during the primary term. Lessee may at any time or times during or after the Primary Term surrender this Lease as to all or any portion ofthe Premises and as to any 
strata or stratum, by delivering to Lessor or by f i l ing for record a release or releases, and be relieved of all obligations thereafter accruing as to the acreage surrendered. 

3. Lessee covenants and agrees to pay royalty to Lessor as follows; 
(a) On oiL to deliver to the credit of Lessor, free of cost in the pipe line lo which Lessee may connect wells on the Premises, the equal one-fifth (1/5th) part of al l oi l produced and 

saved from the Premises. 
(b) On gas of whatsoever nature or kind, including coalbed gas and other gases, liquid hydrocarbons and their respective constituent elements, casinghead gas or other gaseous 

substances, produced from the Premises ("Gas") Lessee shall pay, as royalty, one-fifth (1/5 th) ofthe net proceeds realized by Lessee from the sale thereof, provided that Lessee shall have 
the continuing right to sell that Gas to itself or to an affiliate of Lessee, in which event the royalty shall be based upon the prevailing wellhead market price paid for Gas o f similar quality in 
the same field (or i f there is no such price prevailing in tlie same field, then in the nearest field in which there is such n prevailing price) pursuant to comparable purchase arrangements, 
including arrangements under which Lessee, or an affiliate, is purchaser, entered into on the same or nearest preceding date as tlie date on which Lessee, or an affiliate, commences its 
purchases hereunder; and further provided that the net proceeds or prevailing wellhead market price, as applicable, shall be after deduction for costs (third party charges and tariffs, and 
capital and operating costs incurred by Lessee) related to gathering, transporting, dehydrating, compressing, processing and treating the Gas. 

4. Where Gas from a well capable o f producing Gas (or from a well in which dewatering operations have commenced), is not sold or used after the expiration ofthe Primary Term, 
Lessee shail pay or tender as royalty to Lessor at the address set forth above Two Hundred Fifty Dollars per year, such payment or tender to be made on or before the anniversary date of mis 
Lease next ensuing after the expiration of 90 days from the date such well is shut in or dewatering operationa are commenced and thereafter on or before the anniversary .date of this Lease 
during tlie period such well is shut in or dewatering operations are being conducted. 

5. Tf Lessor owns a lesser interest in the Premises than the entire and undivided fee simple estate therein, then the royalties (including any shut-in gas royalty) herein provided for 
shall be paid Lessor only in tlie proportion which Lessor's interest bears to tiie whole and undivided fee. 

6. Lessee shall have the right to use, free of cost, Gas, oil and water produced on the Premises for Lessee's operations thereon, except water from the wells of Lessor. 
7. When requested by Lessor, Lessee shall bury Lessee's pipe line below plow depth. 
8. No well shall be drilled nearer than 200 feet to the house or bam new on the Premises without written consent of Lessor. 
9 Lessee shall pay for damages caused by Lessee's operations lo growing crops on Lhe Premises. 
10. Lessee shail have the right at any time to remove all machinery and fixtures (including casing) Lessee has placed on the Premises. 
11. The rights ofthe Lessor and Lessee hereunder may be assigned in whole or part. No change in ownership o f Lessor's interest (by assignment or otherwise) shall be binding on 

Lessee until Lessee has been furnished with notice, consisting of certified copies of all recorded instruments or documents and other information necessary to establish a complete chain of 
record title from Lessor, and then only with respect to payments thereafter made. No other kind of notice, whether actual or constructive, shall be binding on Lessee. No present or future 
division of Lessor's ownership as to different portions or parcels ofthe Premises shall operate to enlarge the obligations or diminish the rights of Lessee, and all Lessee's operations maybe 
conducted without regard to any such division. I f all or any part of this Lease is assigned, no leasehold owner shall he liable for any act or omission of any other leasehold owner. 

12. Lessee, at its option, is hereby given the right and power at any time and from time to time as a recurring right, either before or after production, as to al l or any part of the 
Premises and as to anyone or more of the formations thereunder, to poo! or unitize the leasehold estate and the mineral estate covered by this Lease with other land, lease or leases in the 
immediate vicinity for the production of oil and gas, or separately for the production of either, when in Lessee's judgement it is necessary or advisable to do so, and irrespective of whether 
authority similar to this exists with respect to such otiier land, lease or leases. Likew ise units previously formed to include formations not producing o i l or gas, may be reformed to exclude 
such non-producingformations The forming or reforming of any unit shall be accomplished by Lessee executing and filing of record a declaration o f such unitization or reformation, which 
declaration shall describe tlie uniL Any unit may include land upon which a well has theretofore been completed or upon which operations for drilling have theretofore been commenced. 
Production, drilling, reworking or dewatering operations or a well shut in for want of a market anywhere ona unit which includes all or a part o f this Lease shall be treated as i f it were 
production, drilling, reworking or dewatering operations or a well shut in for want of a market under this Lease. In lieu o f the royalties elsewhere herein specified, including shut-in gas 
royalties, Lessor shall receive royalties on production from such unit only on the portion of such production allocated to this Lease. In addition to the foregoing, Lessee shall have thcright 
to unitize, pooi, or combine all or any part ofthe Premises as to one or more of tlie formations thereunder with oilier lands in the same general area by entering into a cooperative orunit plan 
of development or operation approved by any governmental authority and, from time to time, with like approval, to modify, change or terminate any such plan or agreement and, in such 
event, the terms, conditions and provisions of tliis Lease shall be deemed modified to conform to the terms, conditions, and provisions o f such approved cooperative or unit plan of 
development or operation and, particularly, all drilling and development requirements of this Lease, express or implied, shall be satisfied by compliance with the dril l ing and development 
requirements of such plan or agreement, and this Lease shall no: terminate or expire during the life of such plan or agreement. In the event that the Premises or any part thereof, shall 
hereafter be operated under any such cooperative or unit plan of development or operation whereby the production therefrom is allocated to different portions ofthe land covered by said 
plan, then tlie production allocated to any particular tract ofland shall, for the purpose of computing the royalties to be paid hereunder to Lessor, be regarded as having been produced from 
the particular tract of land to which it is allocated and not to any other tract of land; and roya Ity payments to be made hereunder to Lessor sliall be basad upon production only as so 
allocated. Lessor shall formally express Lessor's consent to .my cooperative or unit plan of development or operation adopted by Lessee and approved by any governmental agency by 
executing the same upon request of Lessee. 

13. .All express or implied covenants of tliis Lease shall be subject to all F:deral and State Laws, Executive Orders, Rules or Regulations, and tliis Lease shall not be terminated, in 
whole or in part, nor Lessee held liable in damages, for failure to comply therewith i f compliance is prevented by, or i f such failure is the result of, any such Law, Order, Rule or Regulation. 
.Any delay or interruption caused by storm, flood, act of God or other event of force majeure shall not be counted against Lessee. If , due to the above causes or any cause whatsoever 
beyond the control of Lessee, Lessee is prevented from conducting operations hereunder, such time shall not be counted against Lessee, and this Lease shall be extended fora period of time 
equal to the time Lessee was so prevented, anything in this Lease to the contrary notwithstanding. 

14. Lessor hereby agrees that Lessee shall have the right at any time to redeem for Lessor, by payment, any mortgages, taxes or other liens on the Premises, in the event of default of 
payment by Lessor, and be subrogated to the rights ofthe holder thereof, and the undersigned Lessors, for themselves and their heirs, successors and assigns, hereby surrender and release all 
right of dowei and homestead in the Premises, insofar as said right of dower and homestead may in any way affect the purposes for which this Lease is made, as recited herein. 

15. Should any one or more ofthe parties named as Lessor herein fail lo sxecute this Lease, it shall nevertheless be binding upon all such parties who do execute i t as Lessor. The 
word "Lessor," as used in this Lease, shail mean any ons or more or all of the parties who execute this Lease as Lessor. A l l the provisions of this Lease shall be binding on the heirs, 
successors snd assigns of Lessor and Lessee. 

IN' WITNESS WHEREOF, this instrument is executed as of the date firs: above written. 

Bob L . Mosley 



STATti O, UNIFORM ACKNOWLEDGEMENT-INDIVIDUAL 

COUNTY OI' } 

The foregoing in.strumenr uai ackro '̂k-rdGej before me iliis day of , 19 by 

Ki\ Cori5ni:ssion Expires „ ._ . .„ . Notary Public. State of _ 

Name of Notary Printed^ 

STATE OF UNIFORM ACKNOWLEDGEMENT-CORPORATE^ 

COUNTY OT . } 

The foregoing instrument was acknowledged bcfom me this .__ day of , , , 19 by 

corporation, on behalf ofthe corporation. 

My Commission Expires; Notary Public, State ot__ 

Name of Notary Printed 

STATE OF „ UNIFORM ACECNGWLEDGEMENT-OTHER 
ss. 

COUNTY OF } 

The foregoing instrument was acknowledged before me this ds.\ of , 19 by 

as 

on behalf of _ 

M\ Commission Expires; 



SAN JUAN RESOURCES, INC. 
JERRY McHUGH, Jr. 

November 6, 2002 

Mr. Bob L. Mosley 
701E.Zia 
P.O. Box 1653 
Aztec, NM 87410 

Re: San Juan Resources, Inc. No. i Tecumseh Well 
Township 30 North. Ranee 11 West, N.M.P.M. 
Section 18- Lois 3, 4, E/2SW/4, SE/4 
San Juan County, New Mexico 

Dear Ladies and Gentlemen 

San Juan Resources, Inc., (hereinafter referred to as "SJR"), as a working interest 
owner under the captioned lands, hereby proposes the drilling a well to be drilled in 
Township 30 North, Range 11 West, N.M.P.M., Section 18: SE/4 to a depth sufficient to 
test the Dakota formation or to a depth of 6576 feet whichever is lesser. SJR plans to 
complete the Mesaverde formation and commingle production in the Dakota and 
Mesaverde. Enclosed herewith is a photocopy of a summary of the estimated costs that 
will be incurred in drilling, testing and completing said well, ("AFE").. 

Please advise us as soon as it is convenient as to whether or not you would be 
willing to participate in the drilling of this well or if you would rather farmout or lease 
your interest on mutually acceptable terms. A review of the San Juan County, New 
Mexico records indicates that you own the interest indicated on the AFE in and to the 
captioned lands that will comprise the drillsite spacing unit for this well. 

Upon receipt of the elections of all infest owners, we will prepare the 
appropriate joint operating agreement or determine who will prepare any farmout 
agreement(s). 

I f you have any questions, please feel free to contact me. 

Very truly yours, 
SAN JUAN RESOURCES, INC. 

Jerry McHugh, Jr 

Enclosure as indicated 

O' 
c 

5 * V 

1499 Blake Street, #7K 
Denver, CO 80202 U.S.A. 

Tel: 303.573.6333 
Fax: 303.573.6444 

email: jmchugh@sanjuanbasin.com 
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December 9, 2002 

Jerry McHugh. Jr. 
San Juan Basin Properties LLC 
1499 Blake Street, #7K 
Denver, CO 80202 

Re; Bob L Mosley, Leonard Mosley, George 
Mosley, Mary Mosley and Betty Nelms 
Township 30 North, Range 11 West, N.M.P.M. 

Section 18: Portions of W/2SE/4 and SW/4SE/4 
Containing 68 acres, more or less 
San Juan County, New Mexico 

Dear Mr. McHugh: 

We have been requested by Bob L. Mosley to review the correspondence, a 
proposed oil and gas lease, and an AFE that your company has submitted for the 
drilling of a well that includes the above-captioned lands. 

After discussion, Mr. Mosley has requested that, on behalf of the above-
captioned persons, we provide you with the terms and provisions of an acceptable oil 
and gas lease: 

A. Royalty interest of 1/5 which will not bear any production nor post-production 
costs and expenses. 

B. Bonus consideration of $350 per net mineral acre. OCFR>"^ ^'J^ 

C. Two years primary term. ^ t S ^ ° e d % e s ° n t c e S z o , 2 ° ° 3 

D. Paid up oil and gas lease. ^eaf' in9 ° a t e 

E. Limited to formations lying below the base of the Pictured Cliffs Formation 
during the primary term. At the end of the primary term, all formations not then 
producing will be released back to the oil, gas and mineral interest owners. 



Jerry McHugh Jr 
Page Two 
December S. 2002 

If these terms and provisions for an oil and gas lease are acceptable, please 
prepare separate leases for these persons for prior review and approval by this writer. 

Thank you for your assistance and cooperation in this matter. If you need further 
information, please advise. 

Sincerely, 

Richard T. C. Tully 

cc: 

Bob L. Mosley 
P. 0. Box 1653 
Aztec, NM 87410 

0 
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W. Thomas Kellahin, LO H . 
Kellahin & Kellahin 
P. 0. Box 2265 
Santa Fe, NM 87504 

Re: Bob L. Mosley. 0. Leonard Mosley, 
Leona M. Mosley, George A. Mosley. 
Janei R. Mosley, Mary Gwendolyn Mosiey 
and Betty A Mosley 

Dear Tom: 

Pursuant our telephone conversation yesterday pertaining to the application for 
force pooling of the Tecumseh #1 Well by San Juan Resources, Inc., enclosed are 
copies ofthe following described documents: 

A. Letter dated September 19, 2002 from San Juan Basin Properties, LLC to 
Bob L. Mosley. 

B. Letter dated November 6, 2002 from San Juan Resources, Inc. to Bob L. 
Mosley. 

C. Letter dated December 9, 2002 from this law firm to San Juan Basin 
Properties LLC . 

D. Proposed Oil and Gas Lease dated October 1 2002 between Bob L. Mosley, 
"Lessor", and San Basin Properties LLC, "Lessee" 

Bob L Mosley will be appearing pro se and on behalf of his other family 
members at the hearing scheduled for February 6, 2003, and he will be filing a Pre-
Hearing Statement in the next few days. 

•5S5S.S? 
c o ^ 

. P S of oo3 



W. Thomas Keiiahiri Esq 
Page Two 
January 22 2003 

It wili be greatly appreciated if you will provide at least 24 hours prior notice to 
Mr. Mosley if the February 6 hearing is continued. Mr Mosley's telephone number is 
505-333-2394. 

Thank you for your assistance and cooperation in this matter. If you need further 
information, please advise 

Enclosures 

cc w/o encl 

Bob L Mosley 
P. 0. Box 1653 
Aztec, NM 87410 

Richard T C. Tully 



PO Box 1653 
Aztec. NM 87410 

January 22 2003 

Reference: Notice of Hearing 

CERTIFIED MAIL 

New Mexico Oil & Gas Conservation 
1220 S. St Francis Dr. 
Santa Fe. NM 87505 

Attention: David Brooks 

Dear New Mexico Oil & Gas Conservation. 

I will be representing: O, Leonard Mosley, & Leona M., George A. Mosley & Janet 
R., Mary Gwendolyn Mosley, Betty A. Nelms, and myself for the NM Oil Conservation 
Division Case scheduled on February 6, 2003. 

I will be presenting all correspondence that we have had with San Juan Resources 
and with our attorney on the lease that was initially agreed upon. The agreement was 
that 20% gross was to be paid, when I received the lease, it was changed to 20% 
net. 

I have tried in good faith to settle the lease of property to San Juan Resources. I feel 
that they have been unethical and have misrepresented themselves. 

With the extra cost and time involved, we the leaseholders feel that the last offer that 
we made to San Juan Resources is what we are willing to lease the property for. 
San Juan Resources still has not responded to that offer to date. 

Due to travel time, I am requesting a 24-hour notice of any changes, postponements, 
or rescheduling of the hearing dated for February 6, 2003. 

Sincerely 

Bobbie Lee Mosley Sr. 
cc: Kellahin & Kellahin 



January 27, 2003 

Mr. Bob L. Mosley 
701 E. Zia 
P.O. Box 1653 
Aztec, NM 87410 

RE: Offer to Lease Minerals, Mosley Group 
Township 30 North. Range 11 West, N.M.P.M. 
Section 18 Portions of the SE/4 
Containing 17 acres more or less. 
San Juan County, New Mexico 

Dear Mr. Mosley: 

We are in receipt of the letter of December 9, 2002 from Richard Tully. We respectfully decline your 
"counteroffer'' as outlined in Mi. Tully"s letter 

We will, however, offer to lease your minerals in the above referenced lands under the following terms and 
conditions: 

1) Royalty interest of 1/6, using the enclosed lease form, a paid up lease. 
2) Bonus consideration of $ 150 per net mineral acre leased, for a three year term. 

Please feel free to contact me to discuss this matter further. Thank you very much. 

Very truly yours, 
SAN JUAN BASIN PROPERTIES LLC 

Jerry McHugh. Jr 
MANAGER 

cc: Richard Tully via fax 5-325-8232 

0t* 

20' ,03 
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January 30, 2003 

W Thomas Kellahin, Esq (Facsimile 505-982-2047) 
Kellahin & Kellahin 
P. 0 Box 2265 
Santa Fe, NM 87504 

Re: Bob L Mosley, 0 Leonard Mosley, 
Leona M Mosley, George A. Mosley, 
Janet R. Mosley, Mary Gwendolyn Mosley 
and Betty A, Mosley 

Dear Tom: 

Please refer to the letter dated January 27, 2003 from Jerry McHugh, Jr., 
Manager, San Juan Basin Properties LLC, to Bob L. Mosley in response to the terms 
and provisions of an oil and gas lease that were proposed in our December 9, 2002 
letter to Mr. McHugh 

Our clients have requested that our law firm respond to Mr McHugh's January 
27 letter through your law firm 

Our clients are willing to execute an oil and gas lease for their oil and gas 
interests in the SE/4 of Section 18, Township 30 North, Range 11 West, N.M.P.M., San 
Juan County, New Mexico under the following terms and provisions: 

A. Royalty interest of 3/16 which will not bear any post production costs and 
expenses. 

B Bonus consideration of $250 per net mineral acre. 

C. Primary term of 2 years with a paid up lease; or a primary term of 3 years with 
$5.00 per year per net mineral acre annual rental payments. 



U L L ! O. J L L L C I L . - I I K 1 ' 

W. Thomas Kellahin, Esq 
Page Two 
January 30, 2003 

D Limited to formations lying below tne base of the Pictured Cirffs Formation 
during the primary term At the end of the primary term all formations lying below the 
then deepest producing formation will be released 

E. $250 per owner annua- shut-in royalty payments. 

Thank you for your assistance and cooperation in this matter. If you need further 
information, piease advise. 

Richard T. C. Tully 

cc: 

Bob L. Mosley 
P. O. Box 1653 
Aztec, NM S7410 

TOTftL P.03 



SAN JUAN BASIN PROPERTIES LLC 
JERRY McH UGH, Jr. 

February 6. 2003 

Mr, Bob L Mosley 
701 E. Zia 
P.O, Box 1653 
Aztec, NM 87410 

RE: Offer to Lease Minerals, Mosley Group 
Township 30 North. Range 11 West. N.M.P.M. 
Section 18: Portions ofthe S/2 
Containing 17 acres more or less. 
San Juan County, New Mexico 

Dear Mr. Mosley: 

We are in receipt of the letter of January 30, 2003 from Richard Tully. We respectfully decline 
your "counteroffer" as outlined in Mr. Tully's letter. 

We will, however, offer to lease vour minerals in the above referenced lands under the followhnz 
terms and conditions: 

1) Royalty interest of 1/6, using the enclosed lease form, a paid up lease. 
2) Bonus consideration of $200 per net mineral acre leased, for a three year term. 
3) Shut in provision of S50/lease/year. 

Please feel free to contact me to discuss this matter further. Thank you very much. 

Very truly yours. 
SAN JUAN BASIN PROPERTIES LLC 

MANAGER 

cc: Richard Tully via fax 5-325-8232 

1499 Blake Street, #7K 
Denver, CO 80202 U.S.A. 

Tel: 303.573.6333 
Fax: 303.573.6444 

email: jmchugh@sanjuanbasin.com 


