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

Mr. Michael E. Stogner

Chief Hearing Examiner

0i1 Conservation Division

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

‘Santa Fe, NM 87501

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

Dear Mr. Stogner:

Reference is made to my FAX and letter to you dated April
1994, wherein I requested an extension of time for the above
headed cases.

On Friday afternoon, April 8, 1994, after my FAX to you, I
‘received a telephone call from the Colorado 0il and Gas
‘Commission concerning a case being held before them. This
case had been on the Docket for hearing on April 18, 1994,
“"however because there were no protests received, they plan to
hold an administrative hearing on April 14, at 2:15 P.M. to
consider the matter.

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

Thank you for your consideration of this letter.

Si CF ,

CC: Philip G. Wood
- " W. Thomas Kellahin
Edmund T. Anderson 1V



JAMES J. RUBONW
1645 Court Place #3214

D ., Colorado 80202
enver, Colorado RECEIVED APR 1 1 1994

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

0i1 Conservation Division

310 01d Santa Fe Trail, Room 219

P.0. Box 2088

Santa Fe, NM 87501

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

Dear Mr. Stogner:

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

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

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

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

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

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



Thank you for your consideration of my request.

Sincerel

Jam

CC: Philip G. Wood
W. Thomas Kellahin
Edmund T. Anderson 1V
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MINERAL IDIEED RECEIvED p
“UAPR T 194
KNOW ALL MEN BY THESE PRESENTS THAT Buddy W. Baker
of P.0. Box 9190,
Denver, CO 80209 hereinafter called Graulor, (whether one
or more) for and in consideration of the sum of TEN_AND MORIE Dollars

(§10.00) cash in hand paid and other good and valuable considerations, the
receipt of which 1s hereby acknowledged, does hereby grant, bargain, sell,

convey, transfer, assign and deliver unto James J. Rubow
1645 Court Place #324, Denver, CQ 80202 '
hereinaftcr called Grantee (whether one or more) 100% of Grantor's

right, title and interest in and (o all of the oil, gas
and all other minerals in and under and that may be produced from the following

described lands in RTO Arr1ba . County, State of _ New Mexico , to
wit - ‘

n“*lkummm&mmu;WJ*#QP” "ﬁw'J'la'f& : TOWNSHIP 32 NORTH, RANGE 6 WEST a

. Section 11: NISEX, and a 3 acre tract of land located in the

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

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

including all minerals underlying lakes, streams, roads, cascments and rights-of-

way which traverse or adjoin sald lands; and lacluding all lands owned or clalmed

by Grantor as part of any tract above described or adjacent or contliguous therelo

and containing £83.00 acres, more or less, together with the right of \
ingress . and egress al all times for the purpose of mining, drilling, exploring,
operating and  developing sald lands for oll, gas, and other wminerals, and
storing, handling, transporting and marketing the same therefrom with the right

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

Grantor agrees to execute such further assurances as may be requisile for
the full and complete enjoyment of the rights herein granted and llkewise agrees
that Graniee hereln shall have the right at any time 1o redeep for said Grantor
by payment, any mortgage, ltaxes or other licns on the above described land, wupon
default in payment by Grantor, and be subrogated to the rights of the holder
thereof.

TO HAVE AND TO HOLD, The above described properly and easement with all and
slngular the rights, privileges, and appurtenances therecunto or in any wlise

belonging to. the sald Grantee herein his heirs, successors, personal
representatives,  adminlstrators, execulors, and assigns forever, and Grantor
does - hereby warrant said title to Grantee  |ig helrs, execulors,

administrators, personal representatives, successors and asslgns [orever and

do_€s hereby agree to defend all and singular the said property unto the said
Grantee . herein his heirs, successors, executors, personal

1epresentatives. and assigns against every person whomsoever claiming or to claim

the same or any part thereof.
© ~ 107370

WITNESS h'l' HAND, this __ 24 day of Marchr, |;|;Hémw
LERKCS OFFIG Z\
4 AT/U S5 ooLOCK L4 M
//7Buddy w aker BGOK*~151*-PQQQ*JSK
AR 28 /% oL
L RV
| | - ruwm.> CHAVEZ """ . C,.
STAIE OF _Colorado ) - Caunty Clerk FUA Gounty— .~
N Maxioo ny
COUNTY OF Denver ) B _‘;
On this _24 day of March , 1994 |, belore me personally appeared,
Buddy W. Baker i,
» "'L)‘
"to me known to be the person or (or persons) des Led in and who executed »lhc Y
forepoing instrument, and acknowledged ti he (o © they) cxcculqd lhc %amc’ T
as his (or her or their) free and volunt t afgd deey. z «} ;; W 5 ‘

:',A';"‘ ' YL)H
My commission expires: : D P .
mz'? - C/ f/ . '\_j\t{ [

Qj gjy Public ZZL//




“DWECEIVED MAR 28 1994 March 25, 1994

Philip G. Wood

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

EnERGVmc Re: Carnes and Miller Wells

1645 Court Place Purchase of Mineral Interest

Suite 324 TJ32N-R6W
Denver, Colorado 80202 sec. 11 .
(303) 572-3351 Rio Arriba County, New Mexico

Dear Mr. Wood:

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

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

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

Sindle y

Jamejs Y. Rub W

jir /



MINERAL DEFED

KNOW ALL MEN BY THESE PRIESENTS TIHAT Buddy W. Baker
of__P.0. Box 9190,
Denver, CO 80209 herelnafter called Grantor, (whether one
or more) for and in consideration of the sum of TEN_AND MORIE Dollars
($§10.00) cash in hand paid and other good and valuable considerations, the
receipt of which 1is hereby acknowledged, does hereby prant, bargain, sell,
convey, transfer, assign and deliver unto James_ J. Rubow
1645 Court Place #3224, Denver, CQ 80202 ,
hereinafter called Grantee (whether one or more) 100% of Grantor's

right, title and Interest in and to all of the oil, gas

and all other minerals In and under and that may be produced from the (following
described lands in Rio Arriba County, State of __ _New Mexico , to

wits  TOMNSHIP 32 NORTH, RAMGE 6 WEST
Section 11: NiSE4, and a 3 acre tract of land Tocated in the
SEASWANEZ, being that portion of said tract Tying south
and east of the San Juan River, said tract being_identified
as Parcel 31A in that certain instrument titled "Order
Confirming Title" dated November 24, 1961 and recorded
in Book 69, Pages 101-122, Rio Arriba County, New Mexico

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

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

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

Grantor agrees to execute such further assurances as may be reguisite for
the full and complete enjoyment of the rights herein granted and likewise agrees
that Grantee hereln shall have the right at any time to redeey for said Grantor
by payment, any mortgage, laxes or other licns on the above described land, upon
default iIin payment by Grantor, and be subrogated to the rights of the holder
thereof.

TO HAVE AND TO [IOLD, The above described property and easement with all and
singular the rights, privileges, and appurtenances thereunio or in any wlse
belonging to the said Grantee herein his heirs, successors, personal
representatives, administrators, executors, and assigns forever, and Grantor

does _ hereby warrant said title to Granlee hig helrs, executors,
administrators, personal representatives, successors and assigns [orever and
do €S hereby agree to defend all and singular the said property unto the said
Grantee herein his heirs, successors, executors, personal

representatives, and assigns against every person whomsoever claiming or to claim
the same or any part thereof.

WITNESS MY HAND, this __2 day of _March ,» 1904 .

Py a

Buddy w aker

STATE OF __Colorado )
COUNTY OF Denver )
On this 24 day of March , 1994 |, before me personally appeared

Buddy W. Baker

]
d in and who executed the

to me known to be the person or (or persons) desg

foregoing instrument, and acknowledged ti he (o or they) execuied the same
as his (or her or thelr) free and volunt act an :
My commission expires: g

-0 nde . Ce

-/ Effta y Public
-

LY
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March 14, 1994

Mr. James J. Rubow
1645 Court Flace, Suite 324
Denver, Colorado 8@z@z

Re: Carnes 32-6-11 #1 Well
N/2 Section 11, T32N, ReW
San Juan County, New Mexico

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

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

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

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

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

410 17th Street, Suite 2300« Denver, Colorado 80202
Telephone: (3033 893-1225  « Facsimile: (303) 893-0946



My. James J. Rubow
March 14, 1994

Fage Two

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

Sincevrely,

ol

Fhilip G. Wood
Land Manager

PGW:1lm

cc — Mr. Buddy W. Baker
F.0O. Box 9191
Denver, Colorado 82209

1988,
who,

I
to



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

RECEIVED MAR 0 8 1984

Philip G. Wood March 7, 1994
Consolidated 0il & Gas, Inc.

410 17th St, Ste 2300

Denver, CO 80202

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

Dear Mr. Wood:

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

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

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

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

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

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



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

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

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

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

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

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

minerals were subject to an o0il and gas lease.

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

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

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

Sinc

Jame
indi
behal]f of Buddy Baker

CC: Baker



RECEIVED MAR 17 1354

JAMES J. RUBOW
1645 Court Place #3214
Denver, Colorado 80202
303-572-3351

Philip G. Wood

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

Denver, CO 80202

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

Dear Mr. Wood:

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

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

Sinderefly,

Jamps 4. \Rubow



MINERAL IDEEDD

. KNOW ALL MEN BY THESE PRESENTS THAT

PASSPORT ENERGY, INC. of 1645 Court

Blace #324 Depnver CQ 80202 _ herelnafter called Grantor, (whether one
or more) for and in consideration of the sum of TEN _AND MORE Dollars
($10.00) cash 1in hand paid and other good and valuable considerations, the
receipt of which 1s hereby acknowledged, does hereby grant, bargain, sell,
convey, transfer, assign and deliver unto

JAMES J. RUBOW, 1645 Court Place #324. Denver. CO RO207 '

hereinafter called Grantee (whether_one .Or more) 100% _of Grantors

- right, title and interest 1n and to all of the oll, gas
and all other minerals in and under and that may be produced from the following
described lands in Rio Arriba County, State of New Mexico . to
wits

. T, « - w-Jlownship 32 North, Range 6 West - . ... .
Section 11: NiSEX, and a 3 acre tract of land located in the SEASWANE} being that portion
of said tract 1ying south and east of the San Juan River, said tract being identified as
Parcel 31A in that certain instrument titled "Order Confirming Title" dated November 24,
1961, and recorded in Book 69, Pages 101-122, Rio Arriba County, New Mexico

including all minerals underlying lakes, streams, roads, easecments and rights-of-

way which traverse or adjoin said lands; and including all lands owned or claimed

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

and containing 83.00 acres, more or less, together with the right of

Ingress and egress at all times for the purpose of mining, drilling, exploring,

operating and developing sald lands for oil, gas, and other minerals, and
storing, handling, transporting and marketing the same therefrom with the right -
to remove from said land all of Grantee's property and improvements.

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

TO HAVE AND TO HOLD, The above described property and easement with all and
singular the rights, privileges, and appurtenances thereunto or in any wlse

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

administrators, personal representatives, successors and assigns foreve.r;}'and .,
doesg hereby agree to defend all and singular the said property unto thfgsaid -\

Grantee  herein his heirs, successors, executors, P §f§pat‘ b Q]
representatives, and assigns against every person whomsoever 'clai['mlng or t acla}m—v B :
the same or any part thereof. b O
P\ i E [ NRa
WITNESS MY HAND, this _ 29 day of Febh&ufg y ., 19 94 .

1
. _ : OGS
ATTESdM% \) \) \ \ FiLies N 'c“su;:,:/i,wf»s‘r(uesé
Lee RT Martin, Asst Sec. -Jamys M Rubow, ;}vé;‘s%ﬁ'@@??mr

‘ ' Q'CLOC - M
Buoic__/ - Patm

MAR 07 1994

STATE OF Colorado ) ) .
. DAVID > Cravez
COUNTY OF __Denver ) Cuunty Clork RA County
On this _25  day of Fehruary 1994 , bef rs auﬁﬁé‘é’D
this : ay o » » before me persons ~
James J. Rubow, President of Passport Energy, Inc. ®% - oSDuty

i

to me known to be the person or (or persons) described in and who executed the

\qu\qjg.oiriﬂg'.’fi,pstrument. and acknowledged that he (or she or they) executed the same
/, $aX . his_(or Wor or their) free and voluntary act and deed, and that such act was
15, taKgR hihehalf of said corporatdon.

:M§my ‘cm \@i o;figézx%iéeés' &M{}/n ﬁ %/)ﬂﬂan«/

ﬁtary@ﬁic

"y,

iy

“‘“N“

. )‘,.’ '4' .
& « . r(

: ‘ (19



Gonsolidated Oil & Sas, ne.

March 1, 1994
Certified Mail
Return Receipt

M. James Rubow

Passport Energy, Inc.

1645 Court Flace, Suite 3&4
Denver, Colorado 8azaZ

Re: Carnes 3&-6—-11 #1 Well (Z.98%)
S/&8 Section 11, T32N, ReW (3z20.2¢t acres)
San Juan County, New Mexico

Dear Myr. Rubow:

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

Our records indicate that your mineral interest (8 net acres/8@
gross acres, located in the N/2 SE/4 of Section 11, T3&N, Re&W)
was leased at the time the well was first drilled but that the
lease has since expired and 1is no longer in effect. Prior ¢to
drilling, Richmond had pooled all non—-participating and unleased
interests under 0il Conservation Division Order No. R-9179.
Sections (7) & (1&) of Order No. R-9179 read as follows:

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

(A1) The pro rata share of reasonable well costs
attributable to each non—consenting working
interest owner who has not paid his share of
estimated well costs within 38 days from the date
the schedule of estimated well costs is furnished
to him.

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

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



M. James Rubow
March 1, 1994
Page Two

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

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

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

A) Primary lease term of one (1) vyear,
B} Royalty of Z@Q4, proportionately reduced,
C) Bonus consideration of $60.02 per net acre.

It is Consolidated’s contention that your election to participate
would first require you to reimburse Consolidated for vyour
proportionate share of the costs already incurred in drilling the
well. The total cost of drilling the well was $224,616.72 which,
when multiplied by your participating interest of &.5@%, would
mean a reimbursement to Consolidated of $5,615. 42. Richmond? s
detailed cost summary is enclosed for your review.
Consolidated’s AFE and well prognosis for the next phase of
completion work is also enclosed.

Flease notify Consolidated of your election to either 1lease or
participate on or before March 18, 1994, by following the
proceduwres described below and using the enclosed self-—addressed,
stamped envelope:

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



M. James Rubow
parch 1, 1994
Fage Three

e To indicate your election to participate, please s;gn 22: Rzz

;nd return one original along with $2 CZezs,tomacover bast
: i for 23

~ancolidated ©0il & Gas, Inc., _ce ast

zzg:al;:aand the estimated cost of the work to be performed unae

the AFE.

Sincerely,

Philip G. Wood
LLand Manapger

PGWalm
enclosures

1/WE ELECT TO LERSE UNDER THE AFOREMENTIONED TERMS.

BY:

James Rubow, President

DATE :

. gENDER Complete items 1 and 2 when addatmnal setvices are desared and complete itams
and

Put your address in the ‘'RETURN TO"* Space on the reve:se side. Failure to do this will prevent this card
from being returhed to you. The return receipt fee will provide you the name of the person dellvered to and

the date of delivery. For additional fees the following services are available. Consult postmaster for fees
and check box(es} '?or additional service(s) requested.

1. O Show to whom delivered, date, and addressee’s address. 2. [1 Restricted Delivery

(Exrra chargt) {Extra charge)
3. Article Addressed to 4 F/Sjmcle Number .
. OV a o
MR. JAMES RUBOW A S S:}:“!; o0 Ces
PASSPORT ENERGY, INC. ) é Registered 3 insured
1645 COURT PLA E, SUITE 324 a’c:?:;aea ‘Ocop .. -
DENVER, 2 o | express mait L1 Fetiin Receipt
70; / ’ Always obtain signature of addresses
Y 22— or agent and DATE DELIVERED.
5. Signature seg . '} 8. .Addressee’s Address (ONLY if
X \ ?T : requested and fee paid)
6. Signature \J A ntv
X
7. Date of Dehvaﬂ /)(/\ ) R
Dl 6« 2 W IR RN NN A S

PS Form 3811, Apr 1989 usapo 1989-238-815 DOMESTIC RETURN RECEIPT
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March 4, 1994
Certified Mail
Return Receipt

Mr. James Rubow

Fassport Energy, Inc.

1645 Court Place, Suite 324
Denver, Colorado B8ucaz

Re: Miller 32-6-11 #1 Well (@&, 128866%)
N/2 Section 11, T32N, RéeW (232.80 acres)
San Juan County, New Mexico

Dear Mr. Rubow:

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

Our records indicate that your mineral interest (8.3 net acres/3
gross acres, located in the SE/4 SW/4 NE/4 of Section 11, T3&N,
R6W) was leased at the time the well was first drilled but that
the lease has since expired and is no longer in effect. Frior to
drilling, Richmond had pooled all non—-participating and unleased
interests under QQil Conservation Division Order No. R—-9178.
Sections (7) & (1@) of Order No. R-9178 read as follows:

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

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

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

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



M. James Rubow
March 4, 1994
Fage Two

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

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

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

A) Frimary lease term of one (1) year,
B) Royalty of =%, proportionately reduced,
c) Bonus consideration of $64.@@ per net acre.

It is Consolidated's contention that your election to participate
would first require vyou to reimburse Consolidated for your
proportionate share of the costs already incurred in drilling the
well. The total cost of drilling the well was $142,872.67 which,
when multiplied by your participating interest of . 128866%,
would mean a reimbursement to Consolidated of $184.11. Richmond®’®s
detailed cost summary is enclosed for your review. The next
phase of completion work 1is tentatively scheduled to occur in
late spring or early summer.

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

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



M. James Rubow
March 4, 1994
fage Three

ici i below
=) To indicate your electian to par‘t1c:1pelut(::”e‘,g w?tgas: Z;ggk elon
. igine F i letter, &
~ . ne original of this P et
33: Lstgggsglidated 0il & Gas, Inc., for $184.11 to ¢© P

expenses.
Sincerely, 422225242?
Philép 6. Wood
Land Manager

PGW:lm

enclosures

1/WE ELECT TO LEASE UNDER THE AFDREMENT IONED TERMS.

BY:

James Rubow, President

DRTE:

: S RMS.
1/WE ELECT TO PARTICIFATE UNDER THE AFOREMENTIONED TER

BY: -
James Rubow, Fresident
DATE : . ‘
. gENdDER: Complete items 1 and 2 when additional services are desired, and complete items
and 4. : . .
Put your address in the "‘RETURN TQ" Space on the reverse side. Failure to do this will pcrfvent this card
from being returned to you. The return receipt fee will provide you the name of the person delivered to and
the date of delivery. For additional fees the following services are available. Consult postmaster for fees
and check box(es) 'for additional service(s) requested.
1. O Show to whom delivered, date, and addressee’s address. 2. [J Restricted Delivery
(Extra charge) {Extra charge)
3. Article Addressed to: 4. Article Number
P 329 599 408
Mr. James Rubow - Type of Service: :
Pas sport Eper Yie Inc. . O Registered [ tnsured
1645 Co Lack, /Suite 324 | & cenified DgTDR "
; sturn Recei
Denver, 8 0 g Express Mail o for Marchandise
Always obtain signature of addressee
or agent and DATE DELIVERED.
5. Signature { Addrdssee 8. Addressee’s Address (ONLY if
X iL ) requested and fee paid)
6. Signature AgeN v
X
7. Date of Delivery 6(/
N N SN A e aT/ B el T fiidd o jif i 0t
i sf~§ssir?§gsss yii i R

PS Form 3811, Apr. 1989 «us.4P0. 1983.238.815 DOMESTIC RETURN RECFIPT



Mareh 1, 1994
Certified Mail
Return Receipt

M. Buddy W. Baker
F.0. Box 9192
Denver, Coalorado B8@zA9

Re: Carnes 32-6-11 #1 Well (2.50%)
S/ Section 11, T32N, R6W (320.2d acres)
San Juan County, New Mexico

Dear Mr. Baker:

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

Dur records indicate that youwr mineral interest (8 net acres/80
gross acres, located in the N/2 SE/4 of Section 11, T3&N, R&W)
was leased at the time the well was first drilled but +that the
lease has since expired and 1is no longer in effect. Frior to
drilling, Richmond had pooled all non—participating and unleased
interests wunder 0il Conservation Division Order No. R-9179.
Sections (7) & (12) of Order No. R-9179 read as follows:

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

(R) The pro rata share of reasonable well costs
attributable to each non—consenting working
interest owner who has not paid his share of
estimated well costs within 322 days from the date
the schedule of estimated well costs is furnished
to him.

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

410 17th Street, Suite 2300 « Denver, Colorado 80202
Telephone: (303) R93-1225  « Facsimile: (303) 893-09-16



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

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

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

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

A) Frimary lease term of one (1) year,
B Royvalty of 0%, proportionately reduced,
) Bonus consideration of $60@.20 per net acre.

It is Consolidated’s contention that youwr election to participate
would first require you to reimburse Consolidated for your
proportionate share of the costs already incurred in drilling the
well. The total cost of drilling the well was $224,616.72 which,
when mualtiplied by your participating interest of 2.50%, would
mean a reimbursement to Consolidated of $5,6135. 42. Richmond®s
detailed cost summary is enclosed for your review.
Consolidated’s AFE and well prognosis for the next phase of
completion work is also enclased.

FPlease notify Consolidated of your election to either 1lease or
participate on or before March 18, 1994, by following the
procedures described below and using the enclosed self-addressed,
stamped envelope:

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



M. Buddy W. Raker
March 1, 1994
Fage Three | e
-ticipate, please sign
= " W~ election to pay ] e e
E)d roe;:?lcazieyoorlglnal aleng with $Z ILZegg,tomacover Cast
co Tidate for 236.6 -
i i & Gas Inc., e et

CDnSOlldatiz tgllestlmate; cost of the work to be perform
expenses &
the RAFE.

sincerely,

Philip G. Wood

Land Managevr
PGWzlm
enclosures

) = [ERMS.
I1/WE ELECT 70 LEASE UNDER THE AFOREMENT IONED TER
BY:
Puddy W. Baker

DATE:

gENDliR Complete items 1 and 2 when additional services are desired, and complete items
and

Put your address in the ‘"RETURN TO’* Space on the reverse side. Failure to do this will prevent this card
from being returned to you. The return receipt fee will provide you the name of the person delivered to and

the date of delivery. For additional fees the following services are available, Consult postmaster for fees
and check box{es) 'Tor additional service{s) requested.
1.

O Show to whom delivered, date, and addressee’s address.
(Exrra charge}

2. O Restricted Delivery
. (Extra charge)

4. Article Number

P 2017 (33 (o6

Type of Service:

3, Article Addressed to:

MR. BUDDY W. BAKER
P.0. BOX 9190

O] Registered ’ 8 insured
\ Centif COoD
DENVER, CO 80209 t A 0 E::r'e::dﬂ [ Retum Reci t

tor Merchandis
Always obtdln signature of addressee
or agent and DATE DELIVERED"“‘"

5.

8. Addressee’s Address. (ONLY/f /‘\
requested and fee patd)

1\.

x 'S'QW W e

6. Sjghatufe — Agent
X

7. Date of Delivery

1

LI N I

PS Form 3811, Apr. 1989
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March 4, 1994
Certified Mail
Return Receipt

Mr. Buddy W. Baker
F.0. Box 9191
Denver, Colorado 8ac09

Re: Miller 32-6-11 #1 Well (@.128866%)
N/Z Section 11, T3EN, R6W (232.88 acres)
San Juan County, New Mexico

Dear Mr. Baker:

Consolidated 0il & Gas, Inc. ("Consolidated") acquired the
interest of Richmond Petyvoleum Inc. (*Richmond") in the Miller
3&-6-11 #1 Well, effective January 1, 1994. This well has been
shut—in since it was first drilled in 1998 and has qualified for
the Internal Revenue Code Section 29 tax credit. Consolidated is
currently designing a gas gathering/water disposal system which
would eventually be extended southward from Colorado to service
the Miller #1 and other wells located along the New Mexico
border. We currently hope to have the well completed, equipped
and tied into the gathering system by October 1, 1994,

Ouwr 1records indicate that your mineral interest (4.3 net acres/3
gross acres, located in the S8E/4 8S8W/4 NE/4 of Section 11, T32N,
REW) was leased at the time the well was first drilled but that
the lease has since expired and is no longer in effect. FPrior to
drilling, Richmond had pooled all non—participating and unleased
interests under 0il Conservation Division Order No. R-9178.
Sections (7)) & (1@) of Order No. R-9178 read as follows:

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

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

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

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



M. Buddy W. BRaker
March 4, 1994
Fage Two

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

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

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

A) Frimary lease term of one (1) year,
B) Royalty of 20%, proportionately reduced,
c) Bonus consideration of $60.0@0 per net acre.

It is Consolidated's contention that youwr election to participate
would first require you to reimburse Consolidated for your
proportionate share of the costs already incurred in drilling the
well. The total cost of drilling the well was $142,872.67 which,
when multiplied by vyour participating interest of ©9.128866%,
would mean a reimbursement teo Consolidated of $184.11. Richmond’s
detailled cost summary is enclosed for your review. The next
phase of completion work 1is tentatively scheduled to occur in
late spring or early summer.

Flease notify Consolidated of your election to either 1lease or
participate on or before March &35, 1994, by following the
procedures described below and using the enclosed self-addressed,
stamped envelope:

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



M. Buddy W.
March 4, 1994
Fage Three

2) To

and retrn one original
out to Consolidated

expenses.

PGW:1lm
enclosures

I1/WE ELECT TO LEASE UNDER THE

BY:

BRaker

indicate your election to participate,

of this letter,

0il1 & Gas, Inc., for

Sincerely,

//4%/ =74

Fhilip G. Wood
Land Manager

Buddy W.

DATE :

Baker

please sign below
along with
$184.11 to

a check made
cover past

AFOREMENTIONED TERMS.

I/WE ELECT TO RPARTICIFATE UNDER THE AFOREMENTIONED TERMS.

BY:

Buddy W. Paker

DATE:

‘ SENDER Complete lteme 1 end 2 when additional services are deslred and complete items

3 and

Put your eddress in the "RETURN TO" Spece on the reverse side. Fallure to do this wlII p’revent this

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

to and the date of delive or eaafi'ronal fees tf‘!e Tollowing services are available. Consult postmaster

for Tees and check ﬁxles) for additional service(s) requested

1. Show to whom dellvered date, end addressee’s address.
(Extra charg

e)

2 El Restricted Delivery
- (Extra charge)

3. Article Addressed to:

Mr. Buddy W. Baker
P.0O. Box. 9190
Denver, CO . 80209

4. Acticle Number | L
P 329 599407

Type of Sewice'
Registered
COD i

gcmﬂed s ¢ -
; oturn Hece t
Express Men : D fos z!g,c handise

D |nsured
# B

Always obtain ﬂgﬂﬁ({'b? ddd%

or agent and D,

X

7. Date of Delivery

6 ‘/Slgnature - Agent

8. Addressqe’s Add
requested,|
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PRODUCERS 88-PAID UP

Rev. 3-40, No. 2 | D
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%6 OIL AND GAS LEASE
)

{\‘6 AGREEMENT. Made and entered into the 20th day of _May .198B___, by and between
Stella M. Quintana, a widow

whose m&'mnddress is Arboles ? Colorado hereinafter called Lessor (whether one or more) and
T.H. McElvain Jr. whose post office address is 2148, Santa F . hereinafter called Lessee:
WITNESSETH. That the Lessor. for and in consideration of Ten & More DOLLARS

cash in hand paid, the receipt of which is herebv acknowledged. and the covenants and agreements hereinaiter 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 rnght for the purpose of mining, ¢xplonng by geophysical and other methods, and operating for and producing therefrom oil and all gas of
whaltsoever nature or kind, with rights of way and easements for laying pipe iines, and erection of structures thereon to produce, save and take care

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

Township 32 North, Range 6 West

Section 11: N&SE%,and a 3 acre tract of land located in the SE%SWNE%, being that
portion of said tract lying South and East of the San Juan River, said
tract being idantified as Parczl 312 in that certain instnment entitled
"Order Confirming Title" dated November 24,1961, and recorded in Bocok 69,
Page 101-122, in the Office of the County Clerk, Rio Arriba County, :
New Mexico.

and containing 83.0 icres, more or less. F : ,

1. It is agreed that this lease shall remain in force for a term of sss years from this date and as long thereafter as oil or gas of whatsoever
nature or kind is produced from satd lcased premises or on acreage pooled therewith, or drilling operations are continued as hereinaflte: provided.
If, at the expiration of the primary term of this lease, 01l 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) days shall elapse between the completion or abandonment of one well and the beginning of operations for the drilling of a
subsequent well, [f after discovery of o1l ur 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 drilling or re-working operations within ninety (90) days fzom
date of cessation of production or from date of compietion of dry hole, If oil or gas shall be discovered and produced u5 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
pr i or on a pooled therewith,

2. Thisis a PAID-UP LEASE. In consideration of the down cash payment, Lessor agrees that Lessee shall not be obligated, except as other-
wise provided herein, 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 any strata or stratum by delivering to Lessor or by filing for record a
release or releases, and be relieved of all obligation thereafter accruing as to the acreage surrendered.

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

1st. To deliver to the credit of Lessor, free of cost, in the pipe line to which Lessee may connect wells on said land, the equaj one-eighth
(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 each year, payable 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 royalty of one-eighth (1/8), payable
monthly at the prevailing market rate for gas.

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

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

4. Where gas from a well capable of producing gas is not sold or used, Lessee may pay or tender as royalty to the royalty owners One
Dollar per vear 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 royalties
(ln:lud‘i’l'u :n: ‘shut-in gas royalty) herein provided for shall be paid the Lessor only in the proportion which Lessor's interest bears to the whole
and undivided fee.

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

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

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

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

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

11. The rights of Lessor and Lessee hereunder may be assigned in whole or part. No change in ownership of Lessor's interest (by assignment
or otherwise) shall be binding on Lessee until Lessee has been furnished with notice, consisting ot certified copies of all recorded instruments or
documents and other information necessary to establish a complete chain of record title from Lessor, and then only with respect to payments
thereafter made, No other kind of notice, whether actual or constructive, shall be binding on Lessee. No present or future division of Lessor’s
ownership as to different portions or parcels of said land shall operate to enlarge the obligations or diminish the rights ot 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 oyomission 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 aft
production, as ¢o all or any part of the land described herein and as to any one or more of the formations hereunder, to pool or unitize the lease!
hold estaje and the mineral estate covered by this lease with other land, lease or leases in the immediate vicinity for the production of oil and ga:
or separa\ely tor the production of either, when in Lessee’s judgment it is necessary or advisable to do so, and irrespective of whether authorit
similar to this exists with respect to such other land, lease or leases. Likewise, units previously formed to include formations not producing oil or
gas, may be reformed to exclude such non-producing formations. The forming or reforming of any unit shall be accomplished by Lessee executing
and tiling of record a declaration of such unitization or reformation, which declaration shall describe the unit. Any unit may include land upon
which a well has theretofore been completed or upon which operations for drilling have theretofore been commenced. Production, drilling or re-
working operations or a well shut in for want of a market anywhere on a unit which includes all or a part of this lease shall be treated as if it were
production, drilling or reworking operations or a well shut in for want of a market under this lease. In lieu of the royaities elsewhere herein speci-
fied, including shut-in gas royalties, Lessor shall receive on production from the unit so pooled royaities only on the portion of such production
allocated to this lease: such allocation shall be that proportion of the unit production that the total number of surface acres covered by this lease
and included in the unit bears to the total number of surface acres in such unit. In addition to the foregoing, Lessee shall have the right to unitize,
pool, or combine all or any part of the above described lands as to one or more of the formations thereunder with other lands in the tame 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, alt drilling and develop t requi ts of this lease, express or implied, shall be satisfied by compliance with the
drilling and develop t requi ts of such plan or agreement, and this lease shall not terminate or expire during the life of such plan or agree-
ment. In the eévent that said above described lands or any part thereof, shall hereafter be operated under any such cooperative or unit plan of
development or operation whereby the production therefrom is allocated to different portions of the land covered by said plan, then the produc-
tion allocated to any particular tract of land shall. for the purnose nf cnmputing the rov1lties to bo paid hexcuader to Lessut, be resurded as kaving
Ueen produced irom the particular tract of land to which it is allocated and not to an+ other tract of land; and the royalty payments to be made
hereunder to Lessor shall be based upon production only as so allocated. Lessor shall formally express Lessor’s t ta any perative or unit -
plan of deve! t 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 thls lease shall be subject to all Federal and State Laws, Executive Orders, Rules or Regulations, and
this lease shall not be terminated, in whole or in part, nor Lessee held liable in damages, for failure to comply therewith, i{ 1nmpllmce is prevented
by, or if such failure is the result of, any such Law, Order, Rule or Regulation. . A E ]

14. Lessot hereby warrants and agrees to defend the title to the lands herein described, and agrees that the Lessee shall have the right at any
time to redeem for Lessor, by payment, any mortgages, taxes or other liens on the above described lands, in the event of default of payment by
Lessor and be subrogated to the rights of the holder thereof, and the undersigned Lessors, for themselves and their heirs,.sucaessors 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 execute this lease, it shall nevertheless be binding upon all
such parties who do execute it as Lessor. The word “Lessor,” as used in this lease, shall mean any one or more or all of the parties who execute
this lease as Lessor. All the provisions of this lease shall be binding on the heirs, successors and assigns of Lessor and Lessec.

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

XY

. _S:te_]_l& M. Quintana
. st

8. 5/?\
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EDMUND T, ANDERSON, 1V
OLL AND GAS PROP'ERTIES
P.0O). BOX 8378
MIDLAND. TEXAS 79708. 1875 TELE: (D13) GRG-8RAK

April 8,

Post-It™® brand fax transmittal memag 7674 [! ol pasgea » 3..,

™ M Pt ST s ™ Bl Auciardon
Mr. Michael E. Stogner co. Ca

Chief Hearing Examiner Dept. BRone ¥

" 0il Conservation Division Tyt s sy - e
310 01d Santa Fe Trail, Room 219 OIS TSV YT 0T AT

Santa Fe, NM 87501

Re: atlon o onso ate
Gas, Inc., Case 9745

Dear Mr. Stogner,

After our conversation yesterday, I realized that I had

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

The case is more than just one of preventing waste and
protecting correlative rights. Uo one has filed for a permit
to drill additionsal wells, or otherwise protect their land
against drainage, No one is contestin§ onsolidated's right
to complete the wells. The only correlative rights at stake
here ate those of the parties Consolidated is seeking to force
pool. No, this cagse involves thorny legal questions whi{ch stould
be addressed in a court.

For instance. Consolidated says my lease expired, Richmond
continues to try to pay me shut=-in gas royaltles, and has tried
to pay Mr. Rubow shur-in gas royalties withia the last two weoeks.
Mr. Rubow is in the same position as I, that is, Richmond was
never entitled to pay shut-in gas royalties because the well
wag naver <¢apable of producing gas. This is a legal question,
and Consolidated and Richmond cannot both be right; the leaase
{3 ei{ther in effect, or it is not. The Commistiaon does not have
the jurisdiction under Sectlon 70-2-12 to decide this issue.

Furcher, the 1ssue of cowsts 1s not primarily one of reason-
ableness or vallidity, alcbouﬁh those issues will come up; the
isgue is whether Consolidated or Richmond have a legal right
to claim them, Again, this is a legal question which should
be addressed in a court of law, and I have taken the first step
to resolve thiy.

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



KELLHAHIN+KELLAHIN S0S P82 204T F.a3

fpr ©3,1994 09:17A  FROM o reill propertes T3 159953735741
Mr, Michaal E. Stogner
April 8, 1994
Page 2

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

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

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

I would like you to know that I was unaware that the letter
1 veceived from Congolidated constituted notice as required by
Section 70-2-23. 1 felt sure that the Commission would send
me notica when it was ready to proceed.

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

Thank you for your time and attention te this matter.

§£ncere1y,
,('//"? (IO {' _
- 6(/(/(4(/6 vt

Edmund T. Anderson, IV
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March 17, 1994

Mr. Edmund T. Anderson, 1V
P.O. Box 8575
Midland, Texas 79708-1575

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

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

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

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

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

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

Yours very truly,
CONSOLIDATED OIL & GAS, INC.

Philip G. Wood
Land Manager

410 17th Street, Suite 2300 + Denver, Colorado 80202
Telephone: (303) 893-1225 «  Facsimile: (303) 893-0946
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EDMUND T. ANDERSON, IV
OIL AND GAS PROPERTIES
I.0. BOX 8575
MIDLAND, TEXAS 79708-1575 TELE: (915) 686-8838

March 17, 1994

Philip G. Wood

Consolidated Oil & Gas, Inc.

410 17th Street, Ste. 2300

Denver, CO 80202

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

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

Dear Mr. Wood,

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

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

. Sincerely,

-

—

,) X ’ ' ) 198 T
BRIV Y SR A G S V2 A 2

Edmund T. Anderson, IV,
Individually and as Trustee
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EDMUND T. ANDERSON, IV
OIL AND GAS PROPERTIES
P.0. BOX 8575
MIDLAND, TEXAS 79708-1575 TELE: (915) 686-8838

March 14, 1993

Philip G. Wood

Consolidated 0il & Gas, Inc.

410 17th Street, Ste. 2300

Denver, CO 80202

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

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

Dear Mr. Wood,

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

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

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

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



vonsolLrraacea uUvll & tas, lInc.
March 14, 1993
Page 2

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

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

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

I would welcome a vacation.

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

Sincerely,

~

\:szédé ./ é{;té234457(1621_*“

Edmund T. Anderson, IV
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March 1, 1994
Certified Mail
Return Receipt

Edmund T. Anderson IV

Individually and as Trustee of the
Mary Anderson Boll Family Trust
2921 Humble

Midland, Texas 79725

Re: Federal 32-6-9 #1 Well (3.579@98%)
£/& Section 9, T3EN, ReW (279. 40 acres)
San Juan County, New Mexico

Dear Mr. fAnderson:

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

Ouwr records indicate that your combined mineral interest (12 net
acres/42 gross acres, located in the SE/4 SE/4 of Section 9,
T32N, RéW) was leased at the time the well was first drilled but
that the lease has since expired and is no longey in effect.
Frior to drilling, Richmond had pooled all non-participating and
unleased interests under 0il Conservation Division Order Na. R~
9@33. Sections (7) & (1@) of Order No. R-9233 read as follows:

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

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

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

410 17th Street, Suite 2300 « Denver, Colorado 80202
Telephone: (303) 893-1225  «  Facsimile: (303) 803-00-16



Edmund T. Anderson IV
March 1, 1994
Fage Two

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

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

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

) Frimary lease term of one (1) year,
B} Royalty of Z@%, proportionately reduced,
C) Bonus consideration of $60.08 per net acre.

It is Consolidated’s caontention that your election to participate
would first reguire you to reimburse Consolidated for your
proportionate share of the costs already incurred in drilling the
well. The total cost of drilling the well was $139,748.88 which,
when multiplied by youwr participating interest of 3.579298%,
would mean a reimbursement to Consolidated of $5,001.75.
Richmond? s detailed cost summary 1is enclosed for your review.
Consolidated®s AFE and well prognosis for the next phase of
completion work is also enclosed.

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

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



Edmund T. Anderson 1V
March 1, 1994
Fage Three

2) To indicate your election to participate, please sign the AFE
and return one original along with a check, made out to
Consolidated 0il & Gas, Inc., for %$6,662.45 to cover past
expenses and the estimated cost of the work to be performed under
the AFE.

Sincerely,

//%/Z’%/MZ,

Philip G. Wood
Land Manager

FGW:1lm
enclosures

I/WE ELECT TOQ LEASE UNDER THE AFOREMENTIONED TERMS.

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

DATE: DATE:

. gENdDiR: Complete items 1 and 2 when addjtional services are desired, and complets items
and 4. . -

Put your address in the ““RETURN TO'' Space on the reverse side. Failure to do this will prevent this card
from being returned to you. The return receipt fee will provide you the name of the person delivered to and
the date of delivery. For additional fees the ,fo lowing services are available. Consult postmaster for fees
and check box{es) 'for additional service(s) requested. ,

1. 3 Show to whom delivered, date, and addressee’s address. 2. {1 Restricted Delivery

(Extra charge)

{Extra charge)

3. Article Addressed to:

DMUND T. ANDERSON IV, IND. AND TR OF
TARY ANDERSON BOLL FAMILY TURST

2521 HUMBLE

IDLAND, TX 79705

|7l. Article Number

P 33 0 N e 5 ("

{ype of Service: .
:] Registered [ﬁ Insured
Certified O cop

i Return Receipt
J Expross mai [ for Merchandise

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

5. Signature — Addressee
x . ’- ‘ L R

Signature — Agent - 7\
<:J( 9 - Qo eeites Uree = o
£ Qi

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




%mw&/ca/a/ea/ Ol & @C/"pcw, e.

March 1, 19594
Certified Mail
Return Receipt

Edmund T. Andeyson IV

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

Midland, Texas 797@5

Re: Carnes 32-6-11 #1 Well (3.125%)
S/2 Section 11, T32N, ReW (32@.Q@ acres)
San Juan County, New Mexico

Dear Mr. Anderson:

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

Our records indicate that youwr combined mineral interest (12 net
acres/ 4@ gross acres, located in the SE/4 SW/4 of Section 11,
T32N, RéW) was leased at the time the well was first drilled but
that the lease has since expired and 1is no longer in effect.
Fyrior fo drillingy; Richmond had pooled all non—-participating and
unleased interests under 0il Conservation Division Order No. R-
9179. Sections (7) & (13) of Order Na. R-9179 read as follows:

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

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

(B) As a charge for the risk involved in the drilling
of the well, 136 percent of the pro rata share of
reasonable well costs attributable to each non-
consenting working interest owner who has not paid
his share of estimated well costs within 3@ days
from the date the schedule of est1mated well costs
is furnished to him.

410 17th Street, Suite 2300 «  Denver, Colorado 80202
Telephone: (3031 893-1225  « Facsimile: (303) ROR-(0046



Edmund T. Anderson IV
March 1, 1994
Fage Two

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

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

In an effort to avoid the compulsory pooling of your interest by
the O0il Conservation Division, Consolidated hereby offers you
the option of 1) participating in the well for your praoportionate
working interest, or 2) leasing your interest to Consolidated on
the following basis:

Al Frimary lease term of one (1) year,
B) Royalty of 2%, proportionately reduced,
C) Bonus consideration of $60.29 per net acre.

It is Consolidated?s contention that your election to participate
would first require you to reimburse Consolidated for  your
proportionate share of the costs already incwrred in drilling the
well. The total cost of drilling the well was $224,616.72 which,
when multiplied by your participating interest of 3.1&85%, would
mean a reimbursement to Consolidated of $7,219.27. Richmond's
detailed cost SUMMAryY is enclosed for your review.
Conselidated's AFE and well prognosis for the next phase of
completion work is also enclosed.

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

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



Edmund T. Andevson IV
March 1, 1994
fage Three

2) To indicate your election to participate, please sign the AFE
and return one original along with a check, made out to
Consolidated 0il & Gas, Inc., for $7,795.83 to cover past

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

Sincerely,

Philip G. Wood
Land Manager

FGW:1m
enclosures

I/WE ELECT TO LEASE UNDER THE AFOREMENTIONED TERMS.

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

. gENI(Zj)E4R: Complete items 1 and 2 when addgjtional services are desired, and complete items
and 4, .

Put your address in the ’“RETURN TO’* Space on the reverse side. Failuré to do this will prevent this card
from being returned to you. The return receipt fee will provide you the name of the person delivered to and
the date of delivery. For additional fees the %ollowmg services are available. Consult postmaster for fees
and check boxles) '?or additional service(s) requested.

1. [J Show to whom delivered, date, and addressee’s address.

2. 0 Réstricted Delivery

(Extra charge) (Extra charge)

3. Article Addressed to: T4, Article Number »
DMUND T. ANDERSON 1V, IND. AND TR OF eof%ﬁi chl e
{ARY ANDERSON BOLL FAMILY TURST X recistorod [ insured
7521 HUMBLE T Ceniied O coo :
iIDLAND, TX 79705 ] Express,Mail [ ] Return Receipt

for Merchandise

\lways obtain signature of addressee
T ’ or agent and DATE DELIVERED.

8. Addressee’s Address (ONLY if

5. Signature — Addressee

X’ ) ., S " requested and fee paid)
Sigpature — Agent - _7\
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such perisd shall commence an the date thie fense cences to be maintmined in fores st cifeet by somie viher provisen heresd e ent or tonder shat] be tnde b
fessar or deposited 10 the credit of the lessar in the depasitary bink namcd in this lenwe, "I'he fiext paymnent stiatl ba due gt o o uide on v ilier the
dnta sucly well in shut-in, or YO diys from the date this  erases 1 he nintnlned in forco by somn wther peavision beee o 15 ¢ fran such well i prodineesd
sud sold ar used prioe theretn, except tempuarary sn ar une (or lease operationy, audnegquent paynuends abull be due pinaiv o 1 o beslore th
ilate of the 1ol for which such prinre pavinend was ade, No aedditional pa tw ahal) lwe requinred il there is more e st gt W
Or on any o poaled vnit from waict serente cavers] hereby niny e poaliad or amitized, "Cin term *'gas well®' sha
gy, oevdenspie or any gateons sl nd welba o Lawad e \\'rlls hy any governmentnl suthorty huveng pariahicisas, e geq
s well rovalty inou nt and ant n candit sl e failure (6 manke timely puvmient ther bt event Le ol
minsntion of this bepse, ing 10y peavison her to the contrury with regurd to shol-in jas [V { (L RREPYR n o
lue ol preunisies shiall not be n basis for continueng this densa in [arco and elfect for more then two conseculive one v fiddn bevonel the prisnury tenn,

B Vo vady 2 n Vormavig . Grmn—f A
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4. M netunl drilling operntiony are not conmmenced on said Innd or on lond pooled therewith an or before ane 1) yeour frons this dute, this lease spall tenme.

Ny Ny e\ S e N T USRS LI

o . . . . -
,! nole oy (o both parties, unless on or before wne (1) yeur (rom this date lessca shull pny or lender (o tho levsor o rental of —

N M , b . T

0 '4 - / . L ., ML DO I wh d ‘ 1
o _ Lighty and ND/100 e putary s 80,00
| which shall ewver the mivilege of delerring commencement of such aperntiong Ine n perienl of twelva (121 annths, In like munner ad upon Gike pavinents ar tenders,
N annuslly, the commencemont of said operations may bo turther deforred (or successivo periods of the smme muaber of monthe, cach dusig the pramasy tenn, Vo

« . . .
1 = N . I3
1 ment ar leniter mav e made to tha lessor or (o the __Illr__S__t ClLy Natlona l ‘= Nank of M_L(Ll_aﬂﬁl.a..'r_exd St
which hank, ur uny suceessor thereof, shall eontinue to be the ngent for the lessor and leiane’s successors and nssigns. 11 such bank (e any succesior hunk)  shall
¥ fml, fute. or be succevded by anather bank, or (o any reason il or reluse to ueeept rentnl, lasico shall not be held dun default unnl thirty 100 davye eftes
. v iver to lassee n reeneduble instrament moking provison for anather method of payment or tander, und any deposuary chnege iv i lnbility of the lessor.
N Ihe pavment o7 tender of rentul imay bo mude by chock or deall of lesseo, mailod or delivercd (o suid bank or lesor, ar either fessor of mare than sne, on e befure
, the rentnl paying dato, . . b, I W R L U S SV Ve e et e S
| i . ¢ N \ HE R ~

¥ h. Lesaen id hereby granted (he right o pool or unitize this lease, the laml covered by it or any part thereol with any other land, lease, Jenses, m

' or pinrts thereo!l for the praduction of oil or gen, Units pocled for ol hereunder ahall nat excod forty (10} ucrea ":Iu-q a tolerance of ten pee cont 1300 thereot, and
T unity puoled for gny hencuuler shinil not exeeed xix hondred Jarty (64 acres plus a tolerince ot ten pee cent (107, Miercal, Lesiee xhall Dile writien umt desyina-
il tiony 1 thoe counly in which the preinises are located. Such wnita may be deslgnuted eithar beforo or alter the completion of welly. ‘The entire aceemze poaled info n

unit shall ho treated for all purposes, except the payment of royallies an production from tho pooled unit, as if it weio inchuded in thus lease, Notwitlstanding nnv
! pruvision {n this lease 1o the contrury, neathier operatinns upon far production from nor the existence of a shut-in gas well un acreage pooled into o wnit tregardles
¥ of whether such unit bo fomed wiler the leamy hierenl or by guvernmiental aotharity) alintl be deemed operations, proiluctivn or the cxistencr of o shuat-in gis well,
suflicient to eontinne this leuso in foree ns to ncreage covered by (his lease anrd not included in such pooled unit even Liough such vpernlinns, praduction o hiutan

" gy well anay be tocated on lad included in this lease; similarly, neither operntions upon, prduction for m, nor the lucativn of a shut-in gy well b ceespe st
K includest i wuch pooted anit sholl be safficient to euntinee this lease In force ss 1o acreage inchauded in ony much wnil. I lieu of the roveltice berein provided,
11! lewsor shall receive an prsluction frem o unit so poaded anly such portion of the rovalty stipulated herein na the amount of his acreage placwd in the st oe hie d
royalty unorent thorein on an ucreage bavis heaey bs tho talal acronge so pooled In the purticular unit invelved. . i . R R, P
AL prior e diseovery of oil or g on xaid lad o lond ponled iorewith lesseo nhoulil deill anid abancdon a dry hola or hinle theran, ar i wfier digavery :"1
4 of ail ur gey, the production therea! shanlit coase from uny cause, this leasa shall not (erininnte It lewro commencos reworking or sdelitivnal deillin vy
.‘! stuty (1) dbave (herealtee, ar Gt b within the pomary (o) commenees or resumen the payment ar teuder ol rentnls of conunences npwe b

reworking on or helore the sentnd paying dalo nexl ensuing uficr the expication ol sixty (60) dnys (rom dite of completion snd shundanmiy
hols or tha eesvation of production.” 1 a dry hinla 1 eompleted and abondonod at any tima diring the last fourtern (141 oty of the primary il prioe
{0 disenvery of uil ar gns on it Innid, wo rental payment or o =utions nro neeeasary in order tn keep (he lease in force during the n~m:timlrr of the gormiry tenm,
I, ot tho expisution of the prinury team, oil or g in not being produced on siid fund or Jand pooled therewith hut lesare is then engaged an nctun] dadling opwe.
ntions or tho rewnrhing of nany well on suid land or land pooled Lierewith, this lenao shinll remnin in {orce in nccordunce with ity terms o long a3 dalling or rewoske
ng_operations nre poamaited (whethes an the same or different wells) with no censation of mare than sixty (GM conseeutive duvs, and if they st in prsluetion,
o long therenlier na oil or gy is pradaced Ieom naid led or land pooled theiewith, In the event a well or welle prducing cil or gus in pay spitntities xhoutd
be droining tho leusesh premises, Jrwea agreos to drill such otfsot welly ns & reasonnbly prident operator would drill under tha same or similar circumstances,

7. Tewwa shall have frra una of nil, gay, and waler from anid land, excepl wator from lessar's svells and tanks, for deilling operntions {at not for reprevur.
ing, prwosire maintennnca, eyeling, or necandary recwvery apierutions) and the sovalty atinll ho computed altor deducting nay s wsal, Teas abinll towe e tight ot
any i dureng s aftor the expirution of this n 4o remove all property and tixiures placed by lesseo on wabd Luul, incliding the nght 1o !
i Vhen cisquestest by lessar, tesee stinfl bury pipelines below l,ﬂW depth. No well shall be deillel neneer thon 20 feel to any structhure an soil
the writien convent of Jeusae, Jassco nhall puy foe damages enused by ity aperationa (o improvements, livestock, fornge, snd growing coops on saud Lan

B, ‘The righta of sither party hereander may be nvigned jo whole or in part and the provislons heceaf aliall extened 0 the heir, sxeculors,
s, sl asdgas, but no e li hip of the luned, sentuls or myaltice, however accomplistied, sludl nperate te entarge the ol
il b the rchts. of levies, i hip of the lond, rentals or pevoltion shull bo binding upon lesvae for anv puegee.
I negssinnss any interest oy forminhed leswaw with the fnstrument o instiviunents, oe cerlifliod ~opies heeeol, canstiluting his chain of Gife feenn ¢
erinr, I the event of an assigniment of Uiy lease as to a segregated portion of wajd bamd, the renters pavalila hereunder shll bo appactoned s be
fenvrhinld nws et o saefues aren of enely, and ddelonlt In rental payvment by ono shinll not etfect the rights of suther
W tesvaw or ro of part ar parts heref aholl init or meka defandt dn the pavment o} the proportisnsts part ol the rentsly due frne such b or
ford 1o comply with iy other provision of (he beans, such defoult shall not slfect (his Jeaan in s fue wy it eover n port of sl binds upon which b o any
wsniggnen thereol shall muko payment of anid sontals,
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2 Vamwser liereloy wanreanty noed ngress to defend e tilla to zald land s o persiny elnliming by, thamgh or wndee lesar but sol othenvize, il

feawee, nt ity option, nav diseluree nny tax, marlgage, or ather ten wgon el Tuned, woel in the evend leswuss o IR R T Y
{ 1w and apply eentols and royalties necrning herenvdee fowanl sativtying e, \Without impain ol Yessee's riehits wander b HyY an

fure o titte, it by szreed that, Bf Jessor ownsg sn intrest inoanid land tesy than the entirn (oo Niple estnta 1h the rmvallies qand rentalse b 3

1 propmetionately, Shaubkid uny one e more of tha purties anmed abave ny lewsory fail (0 executo thiy fease, it shindl nevertielew tee landuig ugen the. party

ur purtiey executing the anme, . : .

A2 IT T,

-

. 10, 1t this leaan vnw or heeenfter covers anv bl in which the nwnerlip of the nil and gns estate differs, either ne {0 persons tinchulin
asng’ ) or ponnmnts, fram (bt as o any other part of the el prenises, o pooling or unitization af rayabiy intereids sy bet v - (Y

t ho nplic] ar senlt anerely feom tha inclusion of wuch binds wilthin this Teuse, noe shall the execution hersof mnount ta an vbfer (0 sy awner ol i
tve intereat 4o wifeet sach a peoling by the mtificntion of this instmiment, ’

. 1L Lesser, ftu/his smiccewars amil assigns, ahnll have the right at any time ta surrender this leass, In whole nr in parl, ta besor o his bairy sind assegine by !4
delivering ne imading o selense therend 10 the lranar, ar iy pDlacing n releasa therraf of record in the county in whicly sand lonid 14 smtuated; therevupein fieasme shall Je o
telieverd frnm afl adsequent obitigations, exprens o bnplisd, of thiv agreenient av to the screaxe o auerendnses), uhd ihetenlter the rentuly povable hersuader shiall le ;
reduced in tha propurtion that the neresye coverad hiereby 13 reduced by sabid rolenna or relenson.




12. Anything to the contrary nowathLnndmg, it is agreed and undevstood that:

: 1954
a. At the end of the primary .. Lcrm, or. at t:hn cxplr'n.mn of operations ‘
Cor drilling er reworking any well on the land covered by this lease
or on land on which this land Qs pooled or unitized, whichoever is the - ‘
later date, Lessce must continue to drill wells on the above doseribed e wes
leased premises or on Land on which. this land is pooled or unitized oo '
provided that operations for drilling. cach well must be-commenced no- ;0 o0ovis s
more than one inndred twenty (120)_ days alter completion of the last, .. g.. swwn
well drilled. If at any time morve than 126 days shall have elapsed ... " ..o
alter completion of such last well drilled,. and Lessee has not commenced ™+ 7
operations for the drilling of a_subscequent;well, then in that cvent, - fyel 5&.;’ Y
chis lease shall terminate save and exeept ‘s to the acreage dedicated o
to said well(s) in accordance with.the.minimm spacing rules of ~the Now Mc_xiw s
‘01l and Gas Conscrvation Commission.’ Time:saved hetween one well or Terrpren s
wells may be sceumulated and used to extend the time between any other™
pair of wells. Tessce shall desipnate the:acreage to be vetained by , .
instrument filed For record in the county(ies) named in this lease... Lessee oy
shall incwr no penaley for failure_ !nr'(hﬂ? v well other than the_
loss af this Tease except as to cnu.h LuuL designated above or as to
cach pLOlilL" on unit upon which” Lhcm is’a prmluz_mg well.

i e reab by

o

R L GPL Iyl =

D e

i ' ' o . R
- b. Slwould a hole be lost durmr thc pmce s of dr:llmg of any of snid ~ ~+7 1 B
" wells by reason of blowout, cexplosion, heaving shale, cxcessive pressure, | N S 3

mechanical. dilfficulties, or any other-cause boeyond the reasonable 'controls e B
of Lessce, then Lessce .,h.lll have the. privilepe of drilling an "in ceee o wrseee 5 R
licu of" well provided that commencenient of operations for the dullmp e

of said "in lieu of" well is within. thirty (30) days after the s andomonL -
of said prior well, ard when so drilled,*such '"in‘liéu cf" well. w]‘] e e
._mch Lhe wr_ll dr:.ll;mg obl: gations hereJ.n prov1dcd as to : uch chl W e

"y . 34¢ -sﬂr e N Y _~_r X
c..It is under«.tood and apreed that" t:he camalet.mn ddt:c of ‘a wcll .shnll MLE A e ‘ :
be construed as the date on which the of ficjal potential test is taken - .. N

" for the New Mexico Oil and Gas Conservation Commission, or thé datc R &
on whlch such well is pluggcd if. the same 1s,a drv ho]e. L TR }
l At Lho cxpnat:mn of the pr1mary tcrm hcreof' or at such time as - B

- this lease cxpires in part after extending same under the drlllln;r _ --;;- R -

1cwomm;, or continuous davelopment provisions of this lease, whichever
is the later date, this lease shall terminateé -as—to all horizons one- i e
hundred feet (100") below the decpcst producmg horizon in each. s*mcmg unit.---

e. Lessee shall notify Lessor of any asglp'rmenL of this lcase and’ shall provxd
Lessor with a copy of such assummont e ez e g i i

!
f. Royalties due under this Tease shall begrm to l)e paJ.d by t:hc_ first- nm.chnser o ; .
within 60 days after first sales and /shall, thercafrer be paid monthly. . If X
royalties arec not so pmd t_hcy ,hall carn mtcrcst aL t:hc raLc_ of- 1.)7 por Eaa
annum until waid. , L e Bt A ¢

! :'y'y"ﬂ«" \ ‘, "‘":."(.‘.‘ A R

g. Other provisions:

U (1) For the purpose of c.tlculal_ln; royalt_y pnyman \_hcu‘undu,,g," ""';*
"market valuc" shall include “any monies received by leSC(‘ in, © '

the form of tax rebates ) ¢ ’

. ' S
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13. Lessce aprees to notify Lessor when a tost well is spudded on the land covered by
this lease or pooled therewith, and Lessee agreoes to fumish Lossor A loc‘quon plat”
and drilling veport s with respeet: to each such well, :

C . oy g :

v pim e ! ! . \ . .
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' l~:. I'. Anderson, 1V, .I]HO known as ': o L P Report .11]_ lncomo carned b+ ) %

Edmund T, Anderson, 1v, ,Individual ly’ .. ~lthis Lease under cthe Estacs '“.'

and as TIndependent Exccutor and Trus itee 0 of Edmund T.t Anderson” III. ¥
under the Wills of Edmund I'. Anderson,. III.; '11\ 1.D. J7J 630/,535, ’

also known as L. T. Anderson, ;IL11, Ldmund
Anderson, and E. 1. Anderson; and Lillian j 4
Anderson, also known as Lillimn Gartin SR s
Andcrc;on and LL].I.Lun G. And(,r".um '




FORM OF ACI(NOWLEDGMENTII"OR CORPORATIONS *

THE STATE OF TEXAS ‘ I T
' ' I A REFOLE ME ' : S f !
Countv ol ... i —— - N : - . . o 1
[ n Notary P'ublic in and far the County of = —— ) _and Stutc-: ol Texas, oA ‘lhi..s dn.y'porsonnlly 3 j';;
appenred oo _ ' ; e known (o mo to be the porson o ; i;'
whose naune is subseribed to the ron-m)mg instrument ns — i . 3 R Yf'
Wl P e — A [ 7 ‘}
aml e Iumwlmlud {5 me that hie executed the snme for tha pumo-uw nml mlwulc-rnlmn therein expressed, and aa the act and deed , E ; :
of S o - e e SR LI VRR LN L X
. Oliven nm.h:r my Imml uml wenl of office on this the 0~ ’____}I:},v of _-\?'.Z, Ll .,) N - ) AD. 19 .'.' . :
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_County, Toxas. .

i‘wlnrv l'uhlw in mul I'ur

N E“““"l.. SICTSE RSN v, ST T ‘;’ )
- e . a— . . e - - o "
SINGLI. ACKNOWLEDGMENT - : o .8 :

TN LTA FE OF TEXAS

COUNTY OF MIDLAND : U . R
The foregoing instrument was acknowledped bc.fore me on rhe _LQ_;_h day of Julv i ','.‘ .

.19 88 , by k. T. Anderson, IV i

T e Ty Y

‘or the State otdlexas

Fézﬂ;g& ;

FRI-NCES A. FLEMING
Notacy Public, State of imss j_,
My Commisssion Cxplres Sepl. 30, 1$

. .Notary Public.
Notary s Printed Name:

. Notary S. f‘cmnlssion I:xplrcs~ L 70-88
’v’,“.- ."" o "‘ _.'_j'_‘.“;'»"-\' R ’y ) R L Y NIRRT B
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GConsolidated Ol & Fas, Chne.

March 1, 1994
Certified Mail
Return Receipt

Jervy L. Young & Donna M. Young
F.,0. Box 421
Ignacio, Colorado 81137

Re: Federal 32-6-9 #1 Well (7.158196%)
E/Z Section 9, T3&N, ReW (279. 42 acres)
San Juan County, New Mexico

Dear Mr. & Mrs. Younn:

Consolidated 0il & Gas, Inc. ("Consolidated") acquired the
interest of Richmond FPetroleum Inc. (“"Richmond") in the Federal
3&2-6—9 #1 Well, effective January 1, 1994. This well has been
shut—in since it was first drilled in 199@ and has yet to gqualify
for the Internal Revenue Code Section &9 tax credit.
Consolidated is currently designing a gas pgathering/water
disposal system which would eventually be extended southward from
Colorado to service the Federal #1 and other wells located along
the New Mexico border. We currently hope to have the well
completed, equipped and tied into the gathering system by October
1, 1994,

Our records indicate that your mineral interest (20 net acres/lei
gross acres, located in the SW/4 NE/4, W/2 5E/4 of Section 9,
T3Z2N, R&W) was unleased at the time the well was first drilled
and that Richmond subsequently pooled your interest under 0il
Conservation Division Order No. R-9033. We have no record as to
whether Richmond ever afforded you the opportunity to participate
and pay your share of expenses. Sections (7) & (1@) of Order No.
R-9¥33 read as follows:

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

(AY The pro rata share of reasonable well costs
attributable to each non—-consenting working
interest owner who has not paid his share of
estimated well costs within 2@ days from the date
the schedule of estimated well costs is furnished
to him.

(B) As a charge for the risk involved in the drilling
of the well, 1356 percent of the pro rata share of
reasonable well costs attributable to each non-
consenting working interest owner who has not paid
his share of estimated well costs within 30 days
frrom the date the schedule of estimated well costs
is furnished to him.

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



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

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

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

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

A) Frimary lease term of one (1) year,
B) Royalty of 20%, proportionately reduced,
) Bonus consideration of 4$60.0@ per net acre.

It is Consolidated’s contention that your election to participate
would first require you to reimburse Consolidated for your
proportionate share of the costs already incurred in drilling the
well. The total cost of drilling the well was $139,748.88 which,
when multiplied by your participating interest of 7.158196%,
would mean a reimbursement to Consolidated of $10, 223, S0,
Richmond?s detailed cost summary is enclosed for your review.
Consolidated*s AFE and well prognosis for the next phase of
completion work is also enclosed.

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

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



Jerry L. Young & Donna M. Young
Fane Three
March 1, 1994

-

2 To indicate youwr election to participate,

please sign the AFE

and retwrn one original along with a check,
Consolidated 0il & Gas, Inc., for $13,384.90 to
expenses and the estimated cost of the work to be performed under

the AFE.
Sincerely,
(i ik
Philip G. Wood
Land Manager
PGW:1lm

enclosures

I/WE ELECT TO LEASE UNDER THE AFOREMENTIONED TERMS.

BY: BY:

Jerry L. Young Donna M.

DATE : DATE :

. gENDER Complete items 1 and 2 when additional services are desired, and complets items
and

Put your address in the "RETURN TO'* Space on the reverse side. Failure to do this will prevent this card
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Gensolvdated Ol & Gas, pe.

March 1, 1994
Certified Mail
Return Receipt

M. Manuel A, Rodriquez
9895 5. Kalil Drive
Scottsdale, Arizona 85260

Re: Carnes 32-6—-11 #1 Well (@.187a27%4)
G/2 Section 11, T3EN, R6W (322.22 acres)
San Juan County, New Mexico

Dear Mr. Rodriquez:

Consolidated O0il & Gas, Inc. ("Consolidated") acquired the
interest of Richmond Petroleum Inc. ("Richmond") in the Carnes
32-6-11 #1 Well, effective January 1, 1994, This well has been
shut—in since it was first drilled in 1992 and has yet to qualify
for the Internal Revenue Code Section 29 tax credit.
Consolidated is currently designing a gas gathering/water
disposal system which would eventually be extended southward from
Colorado to service the Carnes #1 and other wells located along
the New Mexico border. We currently hope to bave the well
completed, equipped and tied into the gathering system by October
1, 1994,

Dur records indicate that your mineral interest (1. 1969 net
acres/2. 3939 gross acres, located in the SW/4 SW/4 NW/4 SW/4 of
Section 11, T32N, REW) was leased at the time the well was first
drilled but that the lease has since expired and is no longer in
effect. Prior to drilling, Richmond had pooled all non-
participating and unleased interests under Q0Qil Conservation
Division Order No. R-9179. Sections (7) & (1@) of Order No. R-
9179 read as follows:

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

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

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

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



Mr. Manuel R. Rodriquez
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Fage Two

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

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

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

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

It is Consolidated’s contention that your election to participate
would first require you to reimbuwrse Consolidated for your
proportionate share of the costs already incwrred in drilling the
well. The total cost of drilling the well was $224,616.72 which,
when multiplied by vyour participating interest of @.187227%,
would mean a reimbursement to Consolidated of $4&@.29. Richmond’s
detailed cost summary is enclosed for your review.
Consolidated’s AFE and well prognosis for the next phase of
completion work is also enclosed.

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

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



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

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

Sincerely,

FPhilip G. Wood
Land Manapger

FPGW:1m
enclosures

I/WE ELECT TO LEASE UNDER THE AFOREMENTIONED TERMS.

BY:

Manuel A. Rodrique:z

DATE :
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GConsolicdated Ol & Fas, ne.

March 1, 1994
Certified Mail
Return Receipt

Mr. Richard G. Clark
929% 5. Kalil Drive
Scottsdale, Arizona 83260

Re: Carnes 32~6-11 #1 Well (. 187Q27%)
5/& Section 11, T3&N, R&6W (320,290 acres)
San Juan County, New Mexico

Dear Mr. Clark:

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

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

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

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

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

410 171h Street, Suite 2300 «  Denver, Colorado 80202
Telephone: (303) 893-1225  » Facsimile: (3033 803-0946
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(1) Any unleased mineral interest shall be considered
a seven—eighths (7/8) working interest and a
one—eighth (1/8) royalty interest for the
purpose of allocating costs and charges under
the terms of this Order.

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

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

A) Pyimary lease term of one (1) year,
R Royalty of 2@%, proportionately reduced,
c) Ponus consideration of $60.@@ per net acre.

It is Consolidated’s contention that your election to participate
would first require you to reimburse Consolidated for your
proportionate share of the costs already incurred in drilling the
well. The total cost of drilling the well was $224,616.72 which,
when multiplied by vyour participating interest of @Q.187a27%,
would mean a reimbursement to Consolidated of $4Z@.@9. Richmond®s
detailed cost summary is enclosed for your review.
Consolidated’s AFE and well prognosis for the next phase of
completion work is also enclosed.

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

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



Mr. Richard G. Clark
March 1, 1994
Page Three

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

Sincerely,

Fhilip G. Wood
Land Manager

PGW:1lm
enclosures

I/7WE ELECT TO LEASE UNDER THE AFOREMENTIONED TERMS.

BY:

Richard G. Clark

DATE:







