Jerome P. McHugh & Associales
Operaling Affilliate: Nassau Resources, Inc.

@ 650 South Cherry, Suite 1225
Denver, Colorado 80222
(303) 321-2111 FAX (303) 321-1563

July 5, 1989

CERTIFIED - Return Receipt Requested

Mr. Edward S. Gallegos, Jr.
6468 West Arbor Drive
Littleton, Colorado 80123

Mr. Joe E. Martinez, Jr.
P. O. Box 1303
Pagosa Springs, Colorado 81147

Mr. Demetrio Martinez

c/o Joe E. Martinez, Jr.

P. O. Box 1303

Pagosa Springs, Colorado 81147

Gentlemen:

During a telephone conversation with Elizabeth Troxell
today, I realized that the letter dated June 29, 1989 that you
received was not complete. I sincerely apologize for this
error.

Enclosed please find the letter in complete format.

Again, I apologize for this error and hope that it did not
cause you any inconvenience.

Very truly yours,

Randi E. Collins

enclosure BEFORE £ INER STOGNER
Oil Cores v ion Division
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Jerome P. McHugh & Associales

@ Operating Alffilliate: Nassau Resources, Inc.
650 South Cherry, Suite 1225
Denver, Colorado 80222

(303)321-2111 FAX (303) 321-1563

June 29, 1989

CERTIFIED - Return Receipt Requested

Mr. Edward S. Gallegos, Jr.
6468 West Arbor Drive
Littleton, Colorado 80123

Mr. Joe E. Martinez, Jr.
P. O. Box 1303
Pagosa Springs, Colorado 81147

Mr. Demetrio Martinez

c/o Joe E. Martinez, Jr.

P. O. Box 1303

Pagosa Springs, Colorado 81147

Gentlemen:

Jerome P. McHugh, through its operating entity Nassau
Resources, Inc., plans to drill an approximate 4100' Fruitland
Coal test in the SW/4NE/4 of Section 15-T32N-R4W by mid-August.
The proposed drilling/spacing unit for the well is the E/2 of

Section 15.

The county records indicate that each of you own 6 net
mineral acres, more or less, in the following lands:

Township 32 North, Range 4 West
Section 15: E/2NE/4, NE/4SE/4

As you can see from the attached map, the above described
acreage falls within our proposed drilling unit.

We are hereby proposing that you consider one of the two
following alternatives:

1. Enclosed are three (3) original 0il and Gas Lease
instruments covering your interest in the E/2NE/{4,
NE/4SE/4 of Section 15-T32N-R4W. Also enclosed
is our draft in the amount of $174.00, being
$25/net mineral acre for your 6 mineral acres
(total $150) plus four years of delay rentals
(total $24). Our lease provides for a five (5)
year term and a 1/8th royalty. 1In conjunction
with said lease, enclosed are six (6) Ratification
and Joinder instruments for our Carracas Canyon
Unit that need to be executed as well as our



Ms. Edward S. Gallegos, Jr., et al
June 29, 1989

Page Two

~OR~
2.

Enclosed are two original Authority for Expenditure
(AFE) instruments No. A52202. In the event you elect
not to lease with us, you may elect to join as a paying
and participating working interest owner in our well.
Based on your 6 net acres in the drilling unit, you
may join for 1.875% (6 acres + 320 acres) of the
drilling and completion costs, being $7,706.25. If
this is your election, please execute and date one
copy of the AFE instrument returning it to my
attention, at which time I will forward the remaining
documentation for your participation.

We request that you respond in writing to this proposal by
July 15, 1989. Failure to do so will leave us no alternative but
to request that this well be put on the August 9, 1989 docket of
the New Mexico 0il Conservation Commission for a forced pooling

action.

Feel
questions.

free to call me at (303) 321-2111 should you have any

Very truly yours,

<:353erws§;L E:Cjthleﬂgﬂ
Randi E. Collins
for Kent C. Craig

RCC/rc

enclosures
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RATIFICATION AND JOINDER OF UNIT AGREEMENT
AND
UNIT OPERATING AGREEMENT

In consideration of the execution of the Unit Agreement for

the Development and Operation of the Carracas Canvyon Unit
Area, County of Rio Arriba , State of New Mexico, dated
January 27, 1987 + in form approved on behalf of the

Secretary of the Interior, and in consideration of the execution
or ratification by other working interest owners of the
contemporary Unit Operating Agreement which relates to said Unit
Agreement, the undersigned hereby expressly ratifies, approves
and adopts said Unit Agreement and also said Unit Operating
Agreement as fully though the undersigned had executed the
original instrument.

This Ratification and Joinder shall be effective as to the
undersigned's interests in any lands and leases, or interests
therein, and royalties presently held or which may arise under
existing option agreements or other interests in unitized
substances, covering any lands within the unit area in which the
undersigned may be found to have an 0il or gas interest.

This Ratification and Joinder shall be binding upon the
undersigned, its heirs, devisees, assigns or successors in
interest.

EXECUTED this day of ¢ 19 .

Joe E. Martinez, Jr.

Address:
STATE OF )
) ss.
COUNTY OF )
On this day of r 19 r before me personally
appeared _Joe E. Martinez, Jr. r to me known to be

the person who executed the foregoing instrument and acknowledged
that _he executed the same as _his free act and deed.

IN WITNESS WHEREOF, I hereunto set my hand and official
seal.

Notary Public

My commission expires:
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OIl. AND GAS LEASE
29th : June 1089

AGREEMENT, Made and entered into the dav of by and between

_Joe E. Martinez, Jr.

..81147
whose post office address is P O BOX 1303 Pagosa Spr1 ngs L CO __ . hereinafter called lLessor (é%éhl r D»nc ar maore)

Kégg:ig?c gigﬁgs‘gﬁ;pa CO]OY‘a(\i\(I)ln\v post affice address is 650 S', Che,rl‘y_sj_'_’su;te
Q Ten and more DOLLARS

WITNESSETIH, That the Lessor, for and i consideration ot o .
sishoin hand paid, the receipt of which is hereby aeknowledped, and the covenants and apreements herematter cu?\lfnn'd. hos ;->:x)l(-(1, denpaed
feased and let, and by these presents does prant, demise, lease and let exclusivelv unto the sard Lessee, the and hercinalter deseribed, with the
exelusive right for the purpose of mining, exploring by geophvsical and other methods, and operating for and producing therefrom oil and all pas of
whatsoever nature or kind, with rights of wav and casements for Laving pipe lines, and erection of structures thereon to praduce, save and talke care

Chereinafter called ess o

of said products, all that certain tract of land situated in the County of P\1 6] Ar“t”l ba
State of NeW MEX1 co Cdeseribed as falbie s o

Township 32 North, Range 4 Vest
Section 15: E/2NE/4, NE/4SE/4
Section 10: Lots 6(28.37), 7(28.26),

8(28.28
Section 14: NW/4SW/
and continming 244 91 acres more or less,

Feed thit this lease shall remain in fores bor a terny o XX'/"

irhers ot

vorhias it o as Toee thereatter as onl or pas of whaats v
nature or kind is produced from saild leased premises ar on acereage pooles operations are continted as hereinafter provuted,
If, at the expiration of the primary term of this lease, oil or ;1.1\ i< not bheane oaeaduces d en the Lewod premiases or on aereage pooled therewith hut
Lessee is then enpgaged in drilling or re-working operations thercon, ther this bease sha!l cang te in foree so Jong as aperations are being continn-
ouslyv prosecuted on the leased premises or on acrcage pooled therewiths end operations <hall He considered to he continuousty prosceuted 1f not
nmore than ninety (903 davs shadl clapse between the completion or abhoandonm tof one vell and the beginnimg of operations forv the drilling of 4
subsequent well, 1 aflter discovery of ofl or gas on <aid Lind or on aercage pooled therevith, the production thereof should codase from anyv caase
after the primary term, this lease shatl not ternnnate if Leswee compnencs saddizanabdrnihng o re-wonking operations soithim ety €909 cay < f1 v
ditle of cessation of production or from date of completion of dry holeo I ol or g hall be discovered and produced as a resalt of el aperas
tions at or alter the expiration of the prinary term of this bease this oo o comtinmun i fonee o Tong as ail o sosas produced from the bawd
premises or on aercaye poaled therewith,

20 Thaisis a PATD-UP LEASE, In consideration of the down cash poasree it Lessor aerees that Bessee shall not be obligated, exeept as otlers
wite provided herem, to commence or continue anv operations during the promery term, Lessee may at ans time oy times duving or after the -
m term surrender this fease as to all or anv portion of said land and as to ans strata or voratam by delivering to Lessor or by fiting for record o
refease or releases, and be relieved of all obligation thereafter aceruing i< to the aereage sirrendered,

3. In consideration of the premises the saild Lesser covenants and agrees

Ist. To deliver to the oredit of Lessor, free of cost,in the pipe hne to e hich Lescee may connect wells on said Tand, the equal one-cighth

(1/8) part of all oil produced and saved from the leased promises,

2nd, ‘To pav Lessor one-cighth (1 8) of the gross proceeds coch veor
found, while the same is being used off (he premises, and if u<ed in
monthiy at the prevailing market rate for gas.

3rd. To pav Lessor for gas produced from anv oil well and veed ff the premises orin the manufacture of gasoline or anyv othey prodoaeg

a rovalty of one-cighth (1:8) of the proceeds, at the mouth of the well, pevable moerthv o the prevailimg market rate,

A0 Where gas from a well capable ol producing gas is not <old or used, Lessee oo pas or tender as rovaliyv (o the roy alty owners One
Dnollar per vear per net rovalty acre retained heveunder, such po \nnn' ar tendey to he mede on oor befare the annis ersary date of this lease nest
ensuing after the expiration of 90 davs from the date such well is \hm s and thereatfter on oy before the anniversary date of this lease daring (he
period such well is shotan, 11 such pavment or teader s made, will e consrdered that gas s bome produced within the meaning of this Tease,

Do sadd Tessor owns o less interest in the ahowve Alr»,.nln'tl Lind “hon the entne and veddnoded e simple estate thereing then the ros alties
(neluding anv shut-in gas rovaltyv) herein provided for shall be pard the Lessor ol in the proportion which Lessor’s interest hears to the whaole
and undivided tee,

6. Lessee shall have the right to use, free of cost, gas, ol and warer produaced on saad fand for Lessee’™s operation thereon, exceplt water from
the wells of Lessor.,

7. When requested by Lessor, Lessee shall bury Lessee’s pipe Iine helow plow depth

8. No well <hall be drilled nearer than 200 feet to the house aor barn now on satd premises without written consent of Lessar,

9. Lessee shall pav for damages caused by Lessee’™s operations tao growing erops on sard land,

10, Lessee shall have the right at any time to remove all machiners and fivtures placed on said premises, meluding the vight to drove ond
remove casing. ’

11. The rights of Lessor and Lessee hercunder mayv be assigned in whole or part, No change in ownershep of Lessor'™s interest (by assenment
ar otherwise) shall be bhinding on Lessee antil Lessee has been furnished woath notiee, consasting of cevtified copiexs of all vecorded instraments ar
docwments and other infornmation necessary to establish 2 complete chan of record titte from Lessorsand then only with respect (o paviments
thereafter made,  No other kind of notice, whether actual or constructne, <hatl be binding on Lessee, No present or future division of Lessor's
ownership as Lo different portions or pareels of said Jand shall operate to enloge the obligations or dinnnish the rights of Lessee,and all T essee’s
operations may be conducted without regard to any such division, If all or anv part of thislease is asvgned, no leaschold owner shall be liabie Lor
any act or omission of any other leaschokl owner.

12, Lessee, at its option, is hereby given the right and power at anv time and from time to time as a recurving richt, either hetore or after
production, as to all or any part of the land deseribed herein and as to anv one or more of the formations hereunder, to peol or unitize the lease-
hold estate and (e mineral estate covered by this lease with other Langd, Tease or eases in the immediate viemity for the production ol o and yas,
or separately for the production ol vither, when in Lessee’s hadgment it s necessary or advisable to do soand nrespective of whether authority
similar to this exists with respect to such other land, lease or leases, Likewise, units previoush formed to include formations not producing ot or
gas, mayv be reformed to exclude such non-producing formations, The forming arv reforming of any unit shall be accomphished by Lessee execouting
and filing of record a declaration of such unitization or reformation, which declboation shadl desertbe the unit. Anv umt may include land uyon
which a well has theretofore bheen completed or upon which operations for drilling have theretofore been commenced. Production, drilline ar re-
working operations or a well shut in for want of @ market anvwhere on a unit which includes ol or a part of this lease shatl be treated as if it were
production, drilling or reworking operations or a well shut in for want of a muarket under this lease, Tn liew of the rovalties elseschere herein speei-
fied, including shut-in gas rovalties, Lessor shalt receive on produetion frorm the unit so pooled rovalties onde on the portion of such producton
alloeated to this lease: such allocation shall be that proportion of the unit production that the total number of surface acves covered by this lease
and included in the unit bears to the total number of surface acres in such unit. I addition to the foregoing, Lessee shadl have the right tao unitere
pool, or combine atl or any part of the above deseribed landsasto one or more of the formations thereunder with other lands in (he s
arca by entering into a cooperative or unit plan of development or operation gpproved by any governmental authory and, from thine to lml« .
with like appraval, to modity, change or terminate any suach plan or avreement and, in such event, the terms, conditions and provisions of this
lease shall be deemed modified tao confornm to the terms, condittons, and provistons of stich approved cooperative or unit plan of developorent or
operation and, particulariy, all drilling and development requirements of this base, express or implied, shall be satistied by complionce with e
drilling and development requirements of such plan or agreement, and this Ieese shall not terminate or expire during the life of such plian or asree-
ment.  In the event that said above deseribed lands or anv part thereof, <hall hereafter be operated under any sucly cooperative ar unit plan of
development or operation whereby the production therefrom is allocated to ditferent portions of the band covered by said plan, then the produce-
tion allocated to any particular tract of land shall, for the purpose of computing the rovaltivs to he paid hereunder to Lessor, be reparded as having
been produced from the particular tract of land to which it is allocated and nat to anv other tract of land: and the rovalty pavinents to be made
hercunder to Lessor shall be based upon production only as so allocated. Lessor shall formally express Lessor's consent to any cooperative or unit
plan of development or operation adopted by Lessce and approved by any governmental agenev by executing the same upon request of Lessee,

13. All express or implicd covenants of this lease shall be subject to all Federal and State Laws, Fxecutive Orders, Rules or Regulations, and
this lease shall not be terminated, in whole or in part, nor Lessee held liable in damuages, for failure to comply therewith if compliance is prevented
by, or if such failure is the result of, any such Law, Order, Rule or Regulation,

4. Lessor hereby warrants and avrees to defend the title to the linds herern desertbed | anel aerces that the Leseere Shad! have the rieht at ooy
time to redecm for Lessor, by pavment, anv mortgapes, Laves or other Jiens on the above deseribed Tonds, m the event ol default of pavinent by
Lessor and be subrosgated to the riphts of the holder thereof, and the undersigned Lescors, tor themselves and thew heirs, successors and assigns,
hereby surrender and release all vight of dower and homestead in the premises deseribed herein, insofar as said right of dower and homestead may
in any wav affeet the purposes for which this tease is made, as recited herein,

15, Should any one or morve af the parties hercinabove named as Tessor fal to execente this ease it shall nevertheless e hinding upon alt
such parties who do execute it as Lessor, The word hessor,” as used in this lease, shadl mean any one or more or all of the parties who execute
this lease as Lessar, Al the provisions of this ease shall be binding on the hx s, stceessors and assigns of Lessor and Lessee.

IN WITNESS WHEREFO, this instrument is executed as of the date fist above written,

T, Tt s ap

o dhetin

aquarterv o for the sas from cach well where gas only is
cture of gasoline a rovalte of one-cighth (18, povable

Joe E. Martinez, Jr.

enver. (0 80222



NASSAU RESOURCES, INC. - AUTHORITY FOR EXPENDITURE

DATE: 27 JUNE 1989 AFE NO.: RAS2202

LLSE MNAME: CARRACAS CANYON UNIT WELL NO.: 15 B-7
LOCATION: SW NE SEC 15, T3EN R4l COUNTY ¢ RIO ARRIEA
OPERATOR: MASSAU RESOURCES, INC. STATE:: NEW MEX.

DESCRIPTION: 412" FRUITLAND COAL. TEST
B o = i i SE—P A SR S S S St R e R D B St = b b B S = e S e R R

ACCOUNTING EXPENDITURE TANGIRBLE INTANGIBLE LEASEHOLD
CODE DESCRIRPTION CosT cosT COSTS
A--ER 115 TITLE COSTS XXXXXXXXX XXXXXXXXX 2, 00Q
A-gzaz LEGAL. COSTS/SURFACE DAMAGES XXXXXXXXX Ty BOD XXXXXXXXX
A-EBER3 SURVEYOR/ARCHEOLOGIST/ROADS/LOCATION XXXXXXXXX 20, 2@ XXXXXXXXX
A--cR2n4s CONTRACT DRILLING XXXXXXXXX 59,028 XXXXXXXXX
A-EaZRS MUD/CHEMICALS/ADDITIVES XXXXXXXXX 12, 200 XXXXXXXXX
A-ER2RE WATER/PURCHASE/TRANSPORTATION XXXXXXXXX INCL XXXXXXXXX
A-e@cR7 ORPEN HOLE LOGGING XXXXXXXXX 8,500 XXXXXXXXX
A-60Z08 MUD LOGGING XXXXXXXXX 1,000 XXXXXXXXX
A-Eazv3 DST/FORMATION TESTING XXXXXXXXX 1,000 XXXXXXXXX
A-E21Q CORING/CORE ANALYSIS XXXXXXKXXX 1,000 XXXXXXXXX
A-E0=1 1 TRUCKING/HAULING/CATWORK XXXXXXXXX 1, 2@ XXXXXXXXX
A-6Y21:2 CEMENTING SERVICES XXXXXXXXX INCL XXXXXXXXX
A-EBz13 RENTAL TOOLS AND EQUIPMENT XXXXXXXXX 1,000 XXXXXXXXX
A-ERZ14 PROF SERVICES AND EXPENSES XXXXXXXXX 2, 008 XXXXXXXXX
A-ERZ1S SUPERVISION/OVERHEAD XXXXXXXXX S, @@ XXXXXXXXX
A-ER2L1E CONTRACT SERVICES/SUPPLIES XXXXXXXXX 1, 020 XXXXXXXXX
A-ER217 PLUG/ABANDON/CLEANUP XXXXXXXXX @ XXXXXXXXX
A-cR2218 MISCELLANEQUS/CONTINGENCIES XXXXXXXXX 3, 000 XXXXXXXXX
A-ERENE CASING, SURFACE &/0R CONDUCTOR INCL XXXXXXXXX XXXXXXXXX
A-ER3A3E CASING, INTERMEDIATE 2 XXXXXXXXX XXXXXXXXX
A-6RZ24H FLOAT EQUIPMENT & CENTRALIZERS INCL XXXXXXXXX XXXXXXXXX
A-ER3VS CASING HEAD/ DRILLING FLANGE @ XXXXXXXXX XXXXXXXXX
A-6R306 NON-CONTROLLAERLE EQUIPMENT B XXXXXXXXX XXXXXXXXX
DRY HOLE COST: TOTAL. %114, Qua €< @ 112, 020 2, Q0@
A-6az31 CEMENTING SERVICES XXXXXXXXX 10, 200 XXXXXXXXX
R-evz3a COMPLETION UNIT/POWER SWIVEL/PUMP/PITS XXXXXXXXX 15,000 XXXXXXXXX
A-6RZ33 PERFORATING AND CASED HOLE LOGGING XXXXXXXXX Sy 00 XXXXXXXXX
A-6RZ23 FORMATION TREATING/FRAC/ACID XXXXXXXXX 55, 020 XXXXXXXXX
A-6BZ35 RENTAL TOOLS & EQUIPMENT XXXXXXXXX Sy OO XXXXXXXXX
A-ERZ23 DIRT WORK/CONSTRUCTION XXXXXXXXX 0D XXXXXXXXX
A-coz37 CONTRACT SERVICES/SUPPLIES XXXXXXXXX 12, @@ XXXXXXXXX
A-6a38 SUPERVISION/OVERHEAD XXXXXXXXX 4, Q20 XXXXXXXXX
A-EDz33 PROFESSIONAL SERVICES & EXPENSES XXXXXXXXX 1,200 XXXXXXXXX
A-E0z4Q MISCELLANEQUS/CONTINGENCIES XXXXXXXXX 3, 000 XXXXXXXXX
A-ER331 CASING, PRODUCTION &/0R LINER 23, QA XXXXXXXXX XXXXXXXXX
A-6VI3S FLOAT EQUIPMENT & CENTRALIZERS @ XXXXXXXXX XXXXXXXXX
A-6R333 TJTURING/PACKER/SPECIAL SUBSURFACE EQUIP T, ORA XXXXXXXXX XXXXXXXXX
A-ER334 RODS/PUMP/AUXILLARY EQUIR £, Q2@ XXXXXXXXX XXXXXXXXX
RA-E6R330 TURING HEAD/CHRISTMAS TREE 7,000 XXXXXXXXX XXXXXXXXX
R-EV336 PUMPING UNIT/PRIME MOVER/COMPREGSOR 2@, 2@ XXXXXXXXX XXXXXXXXX
A-EV337 TANKS/STAIRWAY/WALKWAY &0, @2 XXXXXXXXX XXXXXXXXX
A-62338 SEPARATOR/TREATOR/PRODUCTION UNIT 2B, 02 XXXXXXXXX XXXXXXXXX
A-6u333 PIPELINE/POWERLINE 8@, @A XXXXXXXXX XXXXXXXXX
A-6R34Q VALVES/FITTINGS/LINE PIPE 2y 02@ XXXXXXXXX XXXXXXXXX
A-E034 1 NON-CONTROLLARLE EQUIP/MISC EQUIPR S50 XXXXXXXXX XXXXXXXXX
A-6R3242 TRUCKING/HAULING/ TRANSPORTATION 1,900 XXXXXXXXX XXXXXXXXX
COMPLETION COSTS: TOTRL $2397,002 (¢ 191, 000 106, @@ 2
TOTAL WELL COSTS: %411, Q0 (¢ 131, 20@ 218, 200 2y Q0@

LR E i L R = b b S h Sl el S e S Bk b o ok o Bl ok ot ok o e R Bt ik Bt Sl S e et e e e e R =k
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NASSAU RESOURCES, INC. - AUTHORITY FOR EXPENDITURE

DATE: 27 JUNE 1989 AFE NO. : S22

LSE NAME: CARRACAS CANYON UNIT WELL NO.: 15 B-7
LOCATION: SW NE SEC 15, T3EN R24W COUNTY: RIO ARRIBA
OPERATOR: MASSAU RESOURCES, INC. STATE: NEW MEX.
DESCRIPTION: 412 FRUITLAND €COAL TEST

BT =k A R A B e S Rt L ARt S el e e e e e ot Sl ol o E el e e e LD ot R S

ACCOUNTING EXPENDITURE TANGIBLE INTANGIBLE LEASEHOLL
CODE DESCRIPTION cosT cosT COSTS

A-Ea105 TITLE COSTS AXXXXXXXX XXXXXXXXX 2, 000
R-6R2AE LEGAL. COSTS/SURFACE DAMAGES XXXXXXXXX 2,020 XXXXXXXXX
R-&RZA3 SURVEYOR/ARCHEOLOGIST/ROADS/LOCATION XXXXXXXXX 2a, 200 XXXXXXXXX
R-E62Q4 CONTRACT DRILLING XXXXXXXXX 55, 028 XXXXXXXXX
A-EQ2AS MUD/CHEMICRALS/ADDITIVES XXXXXXXXX 12, @@ XXXXXXXXX
A-6RERE WATER/PURCHASE/ TRANSPORTATION XXXXXXXXX INCL XXXXXXXXX
A-Eaca7 OPEN HOLE LOGGING XXXXXXXXX 8, 508 XXXXXXXXX
A-erza8 MUD LOGGING XXXXXXXXX 1,000 XXXXXXXXX
A-czwa3 DST/FORMATION TESTING XXXXXXXXX 1,000 XXXXXXXXX
A-ca21@ CORING/CORE ANALYSIS XXXXXXXXX 1,800 XXXXXXXXX
A-60211 TRUCKING/HAUL ING/CATWORHK XXXXXXXXX 1,002 XXXXXXXXX
A-62212 CEMENTING SERVICES XXXXAXXXXX INCL XXXXXXXXX
A-E0213 RENTAL TOOLS AND EGUIPMENT XAXXXXXXX 1,008 XXXXXXXXX
A-60214 PROF SERVICES AND EXPENSES XXXXXXXXX 2y 000 XXXXXXXXX
A-6BE15S SUPERVISION/OVERHEAD XXXXXXXXX 5,020 XXXXXXXXX
A-6B216 CONTRACT SERVICES/SUPPLIES XXXXXXXXX 1,508 XXXXXXXXX
A-6a217 PLUG/ABANDON/CLERANUP XXXXXXXXX @ XXXXXXXXX
A-EZ218 MISCELLANEOQUS/CONTINGENCIES XXXXXXXXX 3, 008 XXXXXXXXX
A-ER30Z CASING, SURFACE &/0R CONDUCTOR INCL XXXXXXXXX XXXXXXXXX
A-ER3A3Z CASING, INTERMEDIATE B XXXXXXXXX XXXXXXXXX
A-6RA34 FLOAT EQUIPMENT & CENTRALIZERS INCL XXXXXXXXX XXXXXXXXX
A-ER3@AS CASING HEAD/ DRILLING FLANGE B XXXXXXXXX XXXXXXXXX
A-6B3V6 NON-CONTROLLAEBLE EQUIPMENT B OXXXXXXXXX XXXXXXXXX

DRY HOLE COST: TOTAL $114,000Q (<< @ 112, o002 2, a2
A-60231 CEMENTING SERVICES XXXXXXXXX 10, 02@ XXXXXXXXX
A-evz3c COMPLETION UNIT/POWER SWIVEL/PUMP/PITS XXXXXXXXX 15,800 XXXXXXXXX
A-6VE33 PERFORATING AND CRASED HOLE LOGGING XXXXXXXXX 3, S0 XXXXXXXXX
A-6B234 FORMATION TRERTING/FRAC/ACID XAXXXXXXX 95,020 XXXXXXXXX
A-6RE35 RENTAL TOOLS & EQUIPMENT XXXXXXXXX 2y 020 XXXXXXXXX
A-61236 DIRT WORK/CONSTRUCTION XXXXXXXXX SA0 XXXXXXXXX
A-gac37 CONTRACT SERVICES/SUPPLIES XXXXXXXXX 10, 20@ XXXXXXXXX
A-£0238 SUPERVISION/OVERHEAD XXXXXXXXX 4,000 XXXXXXXXX
n-caz33 PROFESSIONAL SERVICES & EXPENSES XXXXXXXXX 1,008 XXXXXXXXX
A-6RZ4Q MISCELLANEOQUS/CONTINGENCIES XXXXXXXXX 5, 003 XXXXXXXXX
A-ER331 CASING, PRODUCTION &/0R LINER 25, @0@ XXXXXXXXX XXXXXXXXX
A-6R332 FLOAT EQUIPMENT & CENTRALIZERS @ OXXXXXXXXX XXXXXXXXX
R-6R333 TURING/PACKER/SPECIAL SUBRSURFACE EQUIP 9, 2@ XXXXXXXXX XXXXXXXXX
A-ER334 RODS/PUMP/AUXILLARY EQUIPRP By Q2B XXXXXXXXX XXXXXXXXX
A-ERA335 TURING HEAD/CHRISTMAS TREE 7,000 XXXXXXXXX XXXXXXXXX
A-6R3Z36 PUMPING UNIT/PRIME MOVER/COMPRESSOR 2@, 28a XXXAXXXXAX XXXXXXXXX
A-ERAZ37 TANKS/STAIRWAY/WALKWAY 2@, @AA XXXXXXXXX XXXXXXXXX
A-E0338 SEPARATOR/TREATOR/PRODUCTION UNIT 2, QA XXXXXXXXX XXXXXXXXX
A-6B333 PIPEL INE/POWERL INE 82, 20 XXXXXXXXX XXXXXXXXX
A-&RQ34Q VALVES/FITTINGS/LINE PIPE Sy, 000 XXXXXXXXX XXXXXXXXX
A-&R341 NON-CONTROLLABLE EQUIP/MISC EQUIP SP@ XXXXXXXXX XXXXXXXXX
A-evB34c TRUCHKING/HAULING/TRANSPORTATION 1,520 XXXXXXXXX XXXXXXXXX

COMPLETION COSTS: TOTAL %237,000 ({(( 191,000 106, aoe @

TOTAL WELL COSTS: $411, @R (¢ 191,000 + 218,020 2, aae

———— o 2o — s — >
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RATIFICATION:AND JOINDER OF UNIT AGREEMENT
AND
UNIT OPERATING AGREEMENT

In consideration of the execution of the Unit Agreement for

the Development and Operation of the Carracas Canyon Unit
Area, County of Rio Arriba  State of New Mexico, dated
January 27, 1987 r in form approved on behalf of the

Secretary of the Interior, and in consideration of the execution
or ratification by other working interest owners of the
contemporary Unit Operating Agreement which relates to said Unit
Agreement, the undersigned hereby expressly ratifies, approves
and adopts said Unit Agreement and also said Unit Operating
Agreement as fully though the undersigned had executed the
original instrument.

This Ratification and Joinder shall be effective as to the
undersigned's interests in any lands and leases, or interests
therein, and royalties presently held or which may arise under
existing option agreements or other interests in unitized
substances, covering any lands within the unit area in which the
undersigned may be found to have an 0il or gas interest.

This Ratification and Joinder shall be binding upon the
undersigned, its heirs, devisees, assigns oOr successors 1in
interest.

EXECUTED this day of ¢+ 19 .

Demetrio Martinez

Address:
STATE OF )
) ss.
COUNTY OF )
On this day of r 19 + before me personally
appeared _Demetrio Martinez + to me known to be the

person who executed the foregoing instrument and acknowledged
that _he executed the same as _his free act and deed.

IN WITNESS WHEREOF, I hereunto set my hand and official
seal.

Notary Public

My commission expires:




PRODUCERS 88-PAID UP
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OIL ‘AND GAS LEASE

AGREEMENT, Made and entered into the 29th dayv of June .19 89 , by and between

Demetrio Martinez
c/0 Joe E. Martinez, Jr. 81147

whose post office address is ,P . 0 3 B X 1303 3 Paqosa Spr} ngs 3 CO hereinafter called Lessor (whether one or more) and
STt pyeRd e co Torado \ :
K1 nde ¢ H whase post office address is 650 S . Che"‘D’ St -4 SU1 te 1.212151’?139@@«}')@5\ E(‘SQ*Q: 80222

general partnership.
WITNESSETH, That the Lessor, for and in consideration af _ ,,Ie,n »a,nd_ymorg“_m_,, DOLLARS

cash in hand paid, the receipt of which is hereby acknowledped, and the covenants and agreements heremafter contained, has granted, demised,

leased and let, and by these presents does grant, demise, lease and let exclusively unto the said Lessee, the land hereinafter deseribed, with the
exclusive right for the purpose of mining, exploring by geophysical and other methods, and operating for and producing therefrom oil and all gas of
whatsoever nature or kind, with rights of way and easements for laving pipe lines, and C‘l’t'CliO'RQf str 1cturpEthorcon to produce, save and take care

10 ArmMri

of said products, all that certain tract of land situated in the County of

State of New Mexico . described as follows, to-wit:

Township 32 North, Range 4 West
Section 15: E/2NE/4, NE/4SE/4
Section 10: Lots 6(28.37), 7(28.26),

8(28.28)
Section 14: NW/4SW/4

and containing 244 hd 91 acres, more or less, ‘| V?

1. It is agreed that this lease shall remain in force for a term of X /vears from this date and as long thereafter as oil or gas of whatsoever
nature or kind is produced from said leased premises or on acreage pooled therewith, or drilling operations are continued as hereinafter provided.
If, at the expiration of the primary term of this lease, oil or gas is not being produced on the leased premises or on acreage pooled therewith but
Lessee is then engaged in drilling or re-working operations thereon, then this lease shall continue in force so long as operations are being continu-
ously prosecuted on the leased premises or on acreage pooled therewith: and operations shall be considered to be continuously prosecuted if not
more than ninety (90) dayvs shall elapse between the completion or abandonment of one well and the beginning of operations for the drilling of a
subscequent well, 16 after discovery of oil or gas on said land or on acreage pooled therewith, the production thereof should cease from anyv cause
after the primary term, this lease shall not terminate if Lessee commences additional drilling or re-working operittions within ninety (90) davs from
date of cessation of production or from date of completion of dry hole. If o1l or gas shall be discovered and produced as a result of such opera-
tions at or after the expiration of the primary term of this lease, this lease shall continue in force so long as oil or gas is produced from the leased
premises or on acreage pooled therewith,

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

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

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

2nd. To pay Lessor one-eighth (1/8) of the gross proceeds each vear, pavable quarterly, for the gas from each well where gas only is
found, while the same is being used off the premises, and if used in the manufacture of gasoline a rovalty of one-cighth (1/8), pavable
monthly at the prevailing market rate for gas.

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

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

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

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

6. Lessee shall have the right to use, free of cost, gas, oil and water produced on said land for Lessee’s operation thercon, except water from
the wells of Lessor.

7. When requested by Lessor, Lessee shall bury Lessee’s pipe line below plow depth.

No well shall be drilled nearer than 200 feet to the house or barn now on said premises without written consent of Lessor.
Lessee shall pay for damages caused by Lessee’s operations to growing crops on said land.

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

11. The rights of Lessor and Lessee hereunder mayv 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 natice, consisting of certificd 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 pavments
thereafter made, No other kind of notice, whether actual or constructive, shall be binding on Lessee. No present or future division of Lessor’s
ownership as to different portions or parcels of said tand 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. If all or any part of this lease is assigned, no leasehold owner shall be liable for
any act or omission of any other Jeasehold owner,

12. Lessee, at its option, is hereby given the right and power at anv time and from time to time as a recurring right, either before or after
production, as to all or any part of the land deseribed hercin and as to any one or more of the formations hercunder, to pool or unitize the lease-
hold 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 Lessce's judgment it is necessary or advisable to do so, and irrespective of whether authority
similar to this exists with respect to such ather land, lease or leases. Likewise, units previously formed to include formations not producing oil or
gas, may be reformed to exclude such non-producing formations. The forming 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 describe the unit. Any unit may include land upon
which a well has theretofore been completed or upon which operations for drilling have theretofore been commenced. Production, drilling or re-
working operations or a well shut in for want of a market anywhere on a unit which includes all or a part of this lease shall be treated as if it were
production, drilling or reworking operations or a well shut in for want of a market under this lease. In licu of the rovalties elsewhere herein speci-
fied, including shut-in gas royvalties, Lessor shall receive on production from the unit so pooled rovalties only on the portion of such production
allocated to this lease; such allocation shall be that proportion of the unit production that the total number ol surface acres covered by this lease
and included in the unit bears to the total number of surface acres in such unit. In addition to the foregoing, Lessee shall have the right to unitize,
pool, or combine all or any part of the above described lands as to one or more of the formations thereunder with other lands in the same general
area by entering into a coeperative or unit plan of development or operation approved by any governmental authority and, from time to time,
with like approval, to modify, change or terminate any such plan or agreement and, in such event, the terms, conditions and provisions of this
lease shall be deemed modified to conform to the terms, conditions, and provisions of 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
drilling and development requirements of such plan or agreement, and this lease shall not terminate or expire during the life of such plan or agree-
ment, In the event that said above described lands or anv part thereof, shall hereafter be operated under any such cooperative or unit plan of
development or operation whereby the production therefrom is allocated to different portions of the land covered by said plan, then the produc-
tion allocated to any particular tract of land shall, for the purpose of computing the rovalties 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 the royalty pavments to be made
hercunder to Lessor shall be based upon production only as so ailocated. Lessor shall formally express Lessor’s consent to 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. Al express or implied covenants of this Jease shall be subject to all Federal and State Laws, Executive Orders, Rules or Regulations, and
this lease shall not be terminated, in whole or in part, nor Lessee held liable in damages, for failure to comply therewith, if compliance is prevented
by, or if such failure is the result of, any such Law, Order, Rule or Regulation.

14, Lessor hereby warrants and agrees to defend the title to the lands herein described, and aprees that the Lessce shall have the right at any
time to redeem for Lessor, by payment, any maortgages, taxes or other liens on the above described lands, in the event of default of pavment by
Lessor and be subrogated to the rights of the holder thereof, and the 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 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 of the parties hercinabove named as Lessor fail to exceute this lease, it shall nevertheless be binding upon all
such parties who do execute it as Lessor, The word “‘Lessor,” as used in this lease, shall mean any one or more or all of the parties who exccute
this lease as Lessor. All the provisions of this lease shall be binding on the heirs, successors and assigns of Lessor and Lessee.

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

o w

Demetrio Martinez
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jerome P. McHugh & Associates

’ @ Operaling Affilliate: Nassau Resources, Inc.
650 South Cherry, Suite 1225
Denver, Colorado 80222

(303) 321-2111 FAX (303) 321-1563

June 29, 1989
CERTIFIED - Return Receipt Requested

Ms. Sophia Martinez
Star Route, Box 33
Pagosa Springs, Colorado 81147

Ladies:

Jerome P. McHugh, through its operating entity Nassau
" Resources, Inc., plans to drill an approximate 4100' Fruitland
Coal test in the SW/4NE/4 of Section 15-T32N-R4W by mid-August.
The proposed drilling/spacing unit for the well is the E/2 of
Section 15.

The county records indicate that you own 12 net mineral
acres, more or less, in the following lands:

Township 32 North, Range 4 West
Section 15: E/2NE/4, NE/4SE/4

As you can see from the attached map, the above described
acreage falls within our proposed drilling unit.

We are hereby proposing that you consider one of the two
following alternatives:

1. Enclosed are three (3) original 0il and Gas Lease
instruments covering your interest in the E/2NE/4,
NE/4SE/4 of Section 15-T32N-R4W. Also enclosed
is our draft in the amount of $348.00, being
$25/net mineral acre for your 12 mineral acres
(total $300) plus four years of delay rentals
(total $48). Our lease provides for a five (5)
year term and a 1/8th royalty. 1In conjunction
with said lease, enclosed are six (6) Ratification
and Joinder instruments for our Carracas Canyon
Unit that need to be executed as well as our
proposed well is a Carracas Canyon Unit well. If
you are married, we ask that both you and your
spouse execute the leases before a Notary Public,
fill in your social security number, and return
two originals to my attention. Both of you should
also sign the Ratification instruments before a Notary
Public and return five (5) to my attention with the
lease. Upon executing and returning the lease and
Ratification to me, feel free to submit the enclosed
draft to your local bank as a collection item.



Ms. Sophia Martinez
June 29, 1989

Page Two

-0OR~

2.

Enclosed are two original Authority for Expenditure
(AFE) instruments No. A52202. In the event you elect
not to lease with us, you may elect to join as a paying
and participating working interest owner in our well.
Based on your 12 net acres in the drilling unit, you
may join for 3.75% (12 acres + 320 acres) of the
drilling and completion costs, being $15,412.50. If
this is your election, please execute and date one
copy of the AFE instrument returning it to my
attention, at which time I will forward the remaining
documentation for your participation.

We request that you respond in writing to this proposal by
July 15, 1989. Failure to do so will leave us no alternative but
to request that this well be put on the August 9, 1989 docket of
the New Mexico 0Oil Conservation Commission for a forced pooling

action.

Feel
questions.

free to call me at (303) 321-2111 should you have any

Very truly yours,

CRanai T Gotliing,
Randi E. Collins
for Kent C. Craig

RCC/rc

enclosures
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NASSAU RESOURCES, INC. - AUTHORITY FOR EXPENDITURE

DATE: 27 JUNE 13983 AFE NO.: RAS22ee2

LSE NAME: CARRACAS CANYON UNIT WELL NO.: 15 B-7
LOCATION: SW NE SEC 15, T3&N RQ4W COUNTY = RIO ARRIRA
OPERATOR: MNASSAU RESOURCES, INC. STATE: NEW MEX.
DESCRIPTION: 4122° FRUITLAND CORL TEST

B T ok Tk Tl ol A e e e b R B sl t el e el o e e ket R el b b e o R

ACCOUNTING EXPENDITURE TANGIBLE INTANGIELE LERSEHOLD
CODE DESCRIPTION CosT COSsT COSTS
A-ER1R5 TITLE COSTS XXXXXXXXX XXXXXXXXX 2, 00a
A-gacas LEGAL COSTS/SURFACE DRAMAGES XXXXXXXXX £y 008 XXXXXXXXX
A-EIERA3 SURVEYOR/ARCHEOLOGIST/ROADS/LOCATION XXXXXXXXX 20, 208 XXXXXXXXX
A-cG2A4 CONTRACT DRILLING XXXXXXXXX S5, 020 XXXXXXXXX
A-EBZA5 MUD/CHEMICALS/ADDITIVES XXXXXXXXX 1@, 200 XXXXXXXXX
A-eR2E6 WATER/PURCHASE/TRANSPORTATION XXXXXXXXX INCL XXXXXXXXX
A-eBEa7 OPEN HOLE LOGGING XXXXXXXXX 8, 52@ XXXXXXXXX
A-enz@8 MUD LOGGING XXXXXXXXX 1,000 XXXXXXXXX
A-~-E0cR9 DST/FORMATION TESTING XXXXXXXXX 1,020 XXXXXXXXX
A-E&RZ1@ CORING/CORE ANALYSIS XXXXXXXXX 1,008 XXXXXXXXX
AR-caz1 TRUCKING/HAULING/CATWORK XXXXXXXXX 1,02 XXXXXXXXX
A-eR212 CEMENTING SERVICES XXXXXXXXX INCL XXXXXXXXX
A-E0213 RENTAL TDOLS AND EQUIPMENT XXXXXXXXX 1,000 XXXXXXXXX
A-6RE1 4 PROF SERVICES AND EXPENSES XXXXXXXXX 2y 000 XXXXXXXXX
A-EDE1S SUPERVISION/OVERHEAD XAXXXXXXX S, 20 XXXXXXXXX
A-6R216 CONTRACT SERVICES/SUPPLIES XXXXXXXXX 1,500 XXXXXXXXX
A~-60217 PLUG/ABANDON/CLEANUP XXXXXXXXX @ XXXXXXXXX
A~6B218 MISCELLANEOUS/CONTINGENCIES XXXXXXXXX 3,000 XXXXXXXXX
A~-eR30z CASING, SURFACE &/0R CONDUCTOR INCL XXXXXXXXX XXXXXXXXX
A-ER323 CASING, INTERMEDIATE Q@ XXXXXXXXX XXXXXXXXX
A-6N304 FLOAT EQUIPMENT & CENTRALIZERS INCL XXXXXXXXX XXXXXXXXX
A~-6RA305 CASING HEAD/ DRILLING FLANGE B XXXXXXXXX XXXXXXXXX
RA~-60Z16 NON-CONTROLLABLE EQUIPMENT @ XXXXXXXXX XXXXXXXXX
DRY HOLE COST: TOTAL $114, 000 (<« " 112, 020 2, e
A~-60231 CEMENTING SERVICES XXXXXXXXX 12, 20@ XXXXXXXXX
A-ERE32 COMPLETION UNIT/POWER SWIVEL/PUMP/PITS XXXXXXXXX 15, 008 XXXXXXXXX
A-ERZ33 PERFORATING AND CARSED HOLE LOGGING XXXXXXXXX 3,500 XXXXXXXXX
A-ea23 FORMATION TREATING/FRAC/ACID XXXXXXXXX 00, 228 XXXXXXXXX
A-6BE35 RENTAL TOOLS & EQUIPMENT XAXXXXXXX 2, 002 XXXXXXXXX
R-6D236 DIRT WORK/CONSTRUCTION XXXAXXXXXX 528 XXXXXXXXX
R—-EA237 CONTRACT SBERVICES/SUPPLIES XXXXXXXXX 10, 208 XXXXXXXXX
A-6R238 SUPERVISION/QOVERHERAD XXXXXXXXX 4,000 XXXXXXXXX
A-ERE33 PROFESSIONAL SERVICES & EXPENSES XXXXXXXXX 1, @28 XXXXXXXXX
A-6Q2402 MISCELLANEOUS/CONTINGENCIES XXXXXXXXX 3,008 XXXXXXXXX
A-E6R331 CASING, PRODUCTION &/0R LINER 25, 0@ XXXXXXXXX XXXXXXXXX
A-6B33E FLOAT EQGUIPMENT & CENTRALIZERS @ XXXXXXXXK XXXXXXXAXX
A-ER3Z3 TUBING/PACKER/SPECIAL SURSURFACE EQUIP 9, A2A@ XXXXXXXXX XXXXXXXXX
A-6BE34 RODS/PUMP/AUXILLARY EQUIP 6, Q2D XXXXXXXXX XXXXXXXXX
A-6ER3IZS TURING HEAD/CHRISTMAS TREE 7,000 XXXXXXXXX XXXXXXXXX
RA-6V33E PUMPING UNIT/PRIME MOVER/COMPRESSOR 22, 800 XXXXXXXXX XXXXXXXXX
A-ER337 TANKS/STAIRWAY /WALKWAY 2@, 223 XXXXXXXXX XXXXXXXXX
A-6a338 SEPARATOR/TREATOR/PRODUCTION UNIT 22, QA XXXXXXXXX XXXXXXXXX
A-E0339 PIPELINE/POWERLINE 8@, 20Q XXXXXXXXX XXXXXXXXX
A-ER254Q VALVES/FITTINGS/LINE PIPE 2, 000 XXXXXXXXX XXXXXXXXX
A-60341 NON-CONTROLLABLE EQUIP/MISC EQUIP SA@ XXXXXXXXX XXXXXXXXX
A-60342 TRUCKING/HAULING/ TRANSPORTATION 1,500 XXXXXXXXX XXXXXXXXX
COMPLETION CDSTS: TOTAL $2937,000 (¢( 191,00 106,000 2
TOTAL WELL COSTS: $411, 000 ({(¢ 191,000 £18, 220 2, 000
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RATIFICATION AND JOINDER OF UNIT AGREEMENT
- AND
UNIT OPERATING AGREEMENT

In consideration of the execution of the Unit Agreement for

the Development and Operation of the Carracas Canyon Unit
Area, County of Rio Arriba . State of New Mexico, dated
January 27, 1987 r in form approved on behalf of the

Secretary of the Interior, and in consideration of the execution
or ratification by other working interest owners of the
contemporary Unit Operating Agreement which relates to said Unit
Agreement, the undersigned hereby expressly ratifies, approves
and adopts said Unit Agreement and also said Unit Operating
Agreement as fully though the undersigned had executed the

original instrument.

This Ratification and Joinder shall be effective as to the
undersigned's interests in any lands and leases, or interests
therein, and royalties presently held or which may arise under
existing option agreements or other interests in unitized
substances, covering any lands within the unit area in which the
undersigned may be found to have an 0il or gas interest.

This Ratification and Joinder shall be binding upon the
undersigned, its heirs, devisees, assigns or successors 1in
interest.

EXECUTED this day of , 19 .

Sophia Martinez

Address:
STATE OF )
) ss.
COUNTY OF )
On this day of ¢+ 19 r before me personally
appeared _Sophia Martinez  to me known to be the

person who executed the foregoing instrument and acknowledged
that _she executed the same as _her free act and deed.

IN WITNESS WHEREOF, I hereunto set my hand and official
seal.

Notary Public

My commission expires:
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OIL AND GAS LEASE

AGREEMENT, Made and entered into the 29th day of June 1989 by and between
Sophia Martinez

sadrensss Star Route, Box 33, Pagosa Springs, 0 81147

hose post offic . hereinalter called Lessor_(whether gne or more) ;
Kindérmac Partners, a cotorado . 650 S. Cherry St., Suite 1§§é, Benver, ¢Y 80222
genera] partnerShi p whose post office address is d Y it} . hereinafter called Lessce:

WITNESSETH, That the Lessor, for and in consideration of Ten and more DOLLARS
cash in hand pald, the reccipt of which is hereby acknowledged, and the covenants and agreements hereinafter contained, has granted, demised,
leased and let, and by these presents does grant, demise, lease and let exclusively unto the said Lessee, the land hereinafter described, with the
exclusive right for the purpose of mining, exploring by geophysical and other methods, and operating for and producing therefrom oil and all gas of
whatsoever nature or kind, with rights of way and easements for laying pipe lines, and erection u(_struclurcs thereon to produce, save and take care

of said products, all that certain tract of land situated in the County of Rio Arriba

State of New MGX1 co : described as fullows, to-wit:

Township 32 North, Range 4 West
Section 15: E/2NE/4, NE/4SE/4
Section 14: NW/4SW/4

and containing 160 acres, more or less. f] ve

1. It is agreed that this lease shall remain in force for a term of )ﬁ%ﬁcars from this date and as long thereafter as oil or gas of whatsocver
nature or kind is produced from said leased premises or on acreage pooled therewith, or drilling operations are continued as hereinafter provided.
If, at the expiration of the primary term of this lease, oil or gas is not being produced on the leased premises or on acreage pooled therewith but
Lessee is then engaged in drilling or re-working operations thereon, then this lease shall continue in foree so long as operations are being continu-
ously prosecuted on the leased premises or on acreage pooled therewith; and operations shall be considered to be continuously prosccuted if not
more than ninety (90) days shall elupse between the completion or abandonment of one well and the beginning of operations for the drilling of a
subsequent well, If after discovery of oil or gas on said land or on acreage pooled therewith, the production thereof should cease from any cause
after the primary term, this lease shall not terminate if Lessee commences additional drilhing or re-working operations within ninety (90) davs from
date of cessation of production or from date of completion of dry hole. If oil or gas shall be discovered and produced as a result of such opera-
tions at or after the expiration of the primary term of this lease, this lease shall continue in force so long as oil or gas is produced from the leased
premises or on acrcage pooled therewith,

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

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

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

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

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

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

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

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

6. Lessee shall have the right to use, free of cost, gas, oil and water produced on said land for Lessee’s operation thercon, except water from
the wells of Lessor.

. When requested by Lessor, Lessee shall bury Lessee’s pipe line below plow depth.
. No well shall be drilled nearer than 200 feet to the house or barn now on said premises without written consent of Lessor.
. Lessee shall pay for damages caused by Lessce’s operations to growing crops on said land.

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

11. The rights of Lessor and Lessee hereunder may be assigned in whole or part. No change in ownership of Lessor’s interest (by assignment
or otherwise) shall be binding on Lessee until Lessee has been furnished with notice, consisting of ecrtified copies of all recorded instruments or
documents and other information necessary to establish a4 complete chain of record title from Lessor, and then only with respect to payments
thercafter made, No other kind of notice, whether actual or constructive, shall be binding on Lessee. No present or future division of Lessor’s
ownership as to different portions or parcels of said lund shall operate Lo enlarge the obligations or diminish the rights of Lessee, and all Lessee’s
operations may be conducted without regard to any such division, If all or any part of this lease is assigned, no leaschold owner shall be Lable for
any act or omission of any other leaschold owner,

12, Lessee, at its option, is hereby glven the right and power at any time and from time to time as a recurring right, either before or after
production, as to all or any part of the land described herein and as to any one or more of the formations hereunder, to pool or unitize the lease-
hold estate and the mineral estate covered by this lease with other land, lease ar 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 to do so, and irrespective of whether authority
similar to this exists with respect to such other land, lease or leases. Likewise, units previously formed to include formations not producing oil or
gas, may be reformed to exclude such non-producing formations. The forming 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 describe the unit, Any unit may include land upon
which a well has theretofore been completed or upon which operations for drilling have theretofore been commenced. Production, drilling or re-
working operations or a well shut in for want of a market anywhere on a unit which includes all or a part of this lease shall be treated as if it were
production, drilling or reworking operations or a well shut in for want of a market under this lease. In licu of the royaltics elsewhere herein speci-
fied, including shut-in gas royalties, Lessor shall receive on production from the unit so pooled royaltlies only on the portion of such production
allocated to this lease; such allocation shall be that proportion of the unit production that the total number of surface acres covered Ly this lease
and included in the unit bears to the total number of surface acres in such unit. In addition to the foregoing, Lessee shall have the right to unitize,
pool, or combine all or any part of the above described lands as to one or more of the formations thercunder with other tands in the same general
area by entering into a cooperative or unit plan of development or operation approved by any governmental authority and, from time to time,
with like approval, to modify, change or terminate any such plan or agreement and, in such event, the terms, conditions and provisions of this
lease shall be deemed modified to conform to the terms, conditions, and provisions of such approved cooperative or unit plan of development or
operation and, particularly, all drilling and development requiremnents of this lease, express or implied, shall be satisfied by compliance with the
drilling and development requircments of such plan or agreement, and this lease shall not tenminate or expire during the hfe of such plan or agree-
ment. [n the event that said above described lands or any part thercof, shall hereafter be operated under any such cooperative or unit plan of
development or operation whereby the production therefrom is allocated to different portions of the land covered by said plan, then the produc-
tion allocated to any particular tract of land shall, for the purpose of computing the rovalties 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 the royalty payments to be made
hereunder to Lessor shall be based upon production only as so allocated. Lessor shall formally express Lessor’s consent to any coaperitive or unit
plan of development or operation adopted by Lessee and approved by any governmental agency by exccuting the sanmie upon request of Lessee.

13. Al express or implied covenants of this lease shall be subject to all Federal and State Laws, Executive Orders, Rules or Regulations, and
this lease shull not be terminated, in whole or in part, nor Lessee held liable in damages, for failure to comply therewith, if compliance is prevented
by, or if such failure is the result of, any such Law, Order, Rule or Regulation.

14. Lessor hereby warrants and agrees to defend the title to the lands herein described, and agrees that the Lessee shall have the right at any
time to redeem for Lessor, by payment, any mortgages, taxes or other liens on the above deseribed lands, in the event of default of payvment by
Lessor and be subrogated to the rights of the holder thercof, and the undersigned Lessors, for themselves and their heirs, successors and assigns,
hereby surrender and release all right of dower and homestead in the premises desceribed herein, 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 of the parties hercinabove named as Lessor fail to execute this lease, it shall nevertheless be binding upon all
such parties who do execute it as Lessor. The word *Lessor,” as used in this lcase, shall mean any one or more or all of the parties who execute
this lease as Lessor. All the provisions of this lease shall be binding on the heirs, successors and assigns of Lessor and Lessee.

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

=X ]

Sophia Martinez
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