
JAHES J. RUBOW 
1645 Court Place #324 

Denver, Colorado 80202 
303-572-3351 

RECEIVED APR 1 2 Wi 

Mr. Michael E. Stogner 
Chief Hearing Examiner 
Oil Conservation Division 
310 Old Santa Fe T r a i l , Room 219 
P.O. Box 2088 
Santa Fe, NM 87501 

RE: NMOCD Cases 10956 & 10957 
M i l l e r 32-6-11 #1 Well & Carnes 32. 
San Juan and Rio Arriba Counties, 
New Mexico 

Dear Mr. Stogner: 

Reference is made to my FAX and l e t t e r 
1994, wherein I requested an extension 
headed cases. 

April 

6-11 Well 

to you dated April 
of time for the above 

On Friday afternoon, April 8, 1994, after my FAX to you, I 
received a telephone c a l l from the Colorado Oil 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 t h i s obvious scheduling c o n f l i c t , I ask that you 
consider t h i s , in addition to the reasons previously given, 
when deciding whether or not to grant a l a t e r date for the 
hearings before you. 

Thank you for your consideration of t h i s l e t t e r . 

CC: P h i l i p G. Wood 
W. Thomas Kellahin 
Edmund T. Anderson IV 



JAMES J. RUBOW 
1645 Court Place #324 

Denver, Colorado 80202 
303-572-3351 RECEIVED APR t 1 199% 

Mr. Michael E. Stogner April 8, 1994 
Chief Hearing Examiner 
Oil Conservation Division 
310 Old Santa Fe T r a i l , Room 219 
P.O. Box 2088 
Santa Fe, NM 87501 

Re: Application of Consolidated Oil & Gas, Inc. 
for Compulsory Pooling 
NMOCD Cases 10956 & 10957 
Mi l l e r 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 u n t i l at least April 28, 1994. I t is 
currently on the docket f o r April 14, 1994. 

I did not receive a notice of t h i s hearing u n t i l April 4, 
1994 and due to confusion was not clear as to when t h i s 
matter was actually scheduled u n t i l April 6, 1994. 

There appear to be numerous legal issues associated with 
t h i s matter in addition to the normal Oil and Gas Commission 
issues of waste, c o r r e l a t i v e r i g h t s , etc. At least one 
lawsuit has already been f i l e d r e l a t i v e to t h i s case by 
Edmund T. Anderson, IV. The facts of Mr. Anderson's case 
are almost identical to my own. 

I am contemplating the f i l i n g of a lawsuit in the State of 
Colorado r e l a t i v e to t h i s case. 

The short notice period has not allowed me s u f f i c i e n t time 
to consider the s i t u a t i o n f u l l y and prepare an adequate 
response. By granting me an extension, at least u n t i l the 
April 28th date, you w i l l be assured of fairness to a l l 
p a r t i es. 

I have verbally n o t i f i e d Tom Kellahin, attorney for the 
applicant as well as Ph i l i p Wood, landman for applicant of 
my request for a continuance. 



Thank you for your consideration of my request. 

CC: Phil i p G. 
W. Thomas 
Edmund T. 

Wood 
Kel lahin 
Anderson IV 



AfJCJVERAJL DBJED 

KNOW ALL MEN BY THESE PKESENTS THAT Buddy W. Baker 

Denver. CO 80209 
of P.O. Box 9190 

or more) for and In consideration 
(JJ10.00) cash in hand paid and other 
receipt of which is hereby acknowledged, 
convey, transfer, assign and deliver unto 
1645 Court Place #324. Denver. CO 80202 

_ hereinafter called Uranlor. (whether one 
of the sum of TEN ANO MOKE Dollars 
good and valuable considerations, Ihe 

does hereby grant, bargain, s e l l , 
James J. Ruhnw 

hereinafter called Grantee (whether one 
right, t i t l e and 

or more) 
Interest in 

100% of Gran to r ' s 
and to a l l of the o i l , gas 

and a l l oilier minerals in and under and that may be produced from the following 
described lands in Rio A r r i b a County, State of New Mexico to 
wit < 

- TOWNSHIP 32 NORTH. RANGE 6 WEST 
Section 11: NJSEi, and a 3 acre tract of land located in the 
SEiSWJNEi, 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 a l l minerals underlying lakes, streams, roads, easements and rights-of-
way which traverse or adjoin said lands; and Including a l l lands owned or claimed 
by Grantor as pari 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 a l l times for the purpose of mining, d r i l l i n g , exploring, 
operating and developing said lands for o i l , gas, and other minerals, and 
storing, handling, transporting and marketing the same therefrom with the right 
to remove from said land a l l of Grantee's property and Improvements. 

Grantor agrees to execute such further assurances as may be requisite for 
the f u l l 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 liens on the above described land, upon 
default in payment by Grantor, and be subrogated to the right s of the holder 
thereof. 

TO HAVE AND TO HOLD, The above described properly and easement with a l l and 
singular the : rights, privileges, and appurtenances thereunto or in any wise 
belonging to the said Grantee herein his heirs, successors, personal 
representatives, administrators, executors, and assigns forever, and Grantor 
do es hereby warrant said t i t l e to Grantee ±is heirs, executors, 
administrators, personal representatives, successors and assigns forever and 
do es hereby agree to defend a l l and singular the said property unto the said 
Grantee herein his heirs, successors, executors, personal 

claim represent at Ives, and 
the same or any part 

WITNESS 

ass igns 
thereof. 

^Buddy W. 

against every person whomsoever claiming or to 

10737$ 
Ma^^OINTH^^UNTY 

CLERK'S OFFICE^ 
AT/^H 9'CLOCK_^> Wi 

day of 

MAR 2 3 1994 

STATE OF Col orado 

COUNTY OF Denver ) 

On this 
Buddy W. 

24 day of March 19 94 
Baker 

DAVID S CHAVEZ ° . ^ 
C^nty Clerk RA oounty—-; ~ 

-Ijlgw Mexico i> t 
Doputy 

before me personally appeared 

to me known to be the person or (or persons) des 
foregoing instrument, and acknowledged tl>fH he (o 
as his (or her or their) free and volunt 

My commission expires: 

ibed in and who executed ̂ Ihc 
sheXor they) executed thp ̂ame* 

t aW deeV -

^6la^y Public 

: -fc. 
- rc 
'• •. i . 

•X0 



"RECEIVED MAR 2 8 TO March 25, 1994 

Philip G. Wood 
Consolidated Oil 
410 17th St, Ste 
Denver, CO 80202 

& G a s , I n c . 
2300 

1645 Court Place 
Suite 324 
Denver, Colorado 80202 
(303)572-3351 

mc Re: Carnes and M i l l e r Wells 
Purchase of Mineral Interest 
T32N-R6W 
Sec. 11 
Rio Arriba County, New Mexico 

Dear Mr. Wood: 

Enclosed please f i n d a copy of a Mineral Deed from Buddy W. 
Baker to James J. Rubow. This deed transfers a l l 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 t h i s t r a c t . 

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

j j r 



AfXJNEJRAJL. DEED 

KNOW ALL MEN BY THESE PRESENTS THAT Buddy W. Baker 
. of P.O. Box 9190, 

Denver, CO 80209 hereinafter ca 1 led Grant or, (whether one 
or more) for and In consideration of the sum of TEN AND MOKE Dollars 
($10.00) cash In hand paid and other good and valuable considerations, the 
receipt of which is hereby acknowledged, does hereby grant, bargain, s e l l , 
convey, transfer, assign and deliver unto James J. Ruhow 
1645 Court Place #324 . Denver. CO 80202 , 

hereinafter called Grantee (whether one or more) 100% of Grantor's 
right, t i t l e and Interest in and to a l l of the o i l , gas 

and a l l other minerals In and under and that may be produced from the following 
described lands in Rio A r r i b a . County, State of New Mexico to 
W i t l TOWNSHIP 32 NORTH. RANGE 6 WEST 

Section 11: NiSEi, and a 3 acre tract of land located in the 
SEiSWiNEi, 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 a l l minerals underlying lakes, streams, roads, easements and rights-of-
way which traverse or adjoin said lands; and Including a l l 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 a l l times for the purpose of mining, d r i l l i n g , exploring, 
operating and developing said lands for o i l , gas, and other minerals, and 
storing, handling, transporting and marketing the same there from with the right 
to remove from said land a l l of Grantee's property and improvements. 

Grantor agrees to execute such further assurances as may be requisite for 
the f u l l 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 Hens on the above described land, upon 
default In 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 a l l and 
singular the rights, privileges, and appurtenances thereunto or In any wise 
belonging to the said Grantee herein his heirs, successors, personal 
representatives, administrators, executors, and assigns forever, and Grantor 
do es hereby warrant said t i t l e to Grantee his heirs, executors, 
administrators, personal representatives, successors and assigns forever and 
do es hereby agree to defend a l l 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 24 day of March 19 94 . 

uddy W./Baker 

STATE OF Colo rado ) 

COUNTY OF Denver ) 

On this 24 day of March , 19 94 . before me personally appeared 
Buddy W. Baker 

to me known to be the person or (or persons) desoTTbed in and who executed the 
foregoing instrument, and acknowledged tlwtt he (or s!ie\or they) executed flie same 
as his (or her or tfieir) free and voluntary] a£t atjd deeif. 

My commission expires? 



March 14, 1994 

Mr. James J. Rubow 
1645 Court Place, S u i t e 3£4 
Denver, Colorado BttcIiZiS 

Re: Carnes 32-6-11 #1 Well 
N/£ S e c t i o n 11, T32N, R6W 
San Juan County, New Mexico 

Dear Mr. Rubow: 

Reference i s made t o your l e t t e r dated March 7, 1994. 

I t would appear from your l e t t e r t h a t both you and Mr. Baker have 
r e j e c t e d C o n s o l i d a t e d ' s o f f e r t o lease your m i n e r a l i n t e r e s t . 
C o n s o l i d a t e d 1 s o f f e r i s i d e n t i c a l t o terms by which we have 
s u c c e s s f u l l y leased o t h e r u n d i v i d e d i n t e r e s t owners l o c a t e d 
w i t h i n t h e same t r a c t s . The lease terras t h a t you have proposed 
, i r r s u b f l t a n t i n l l y d i f f «*r«nt and u n a c c e p t a b l e . 

C o n s o l i d a t e d a l s o o f f e r e d you and Mr. Baker t h e o p p o r t u n i t y t o 
v o l u n t a r i l y p a r t i c i p a t e i n t h i s w e l l by p a y i n g your share o f 
a c t u a l and f u t u r e expenses. However, you c o n t i n u e t o i n s i s t t h a t 
your r i g h t t o p a r t i c i p a t e r e q u i r e s you t o pay f o r o n l y your share 
of f u t u r e c o m p l e t i o n and o p e r a t i n g expenses and not t h e a c t u a l 
cost o f d r i l l i n g . I t , t h e r e f o r e , appears t h a t we are unable t o 
reach a v o l u n t a r y agreement w i t h you d e s p i t e our e f f o r t s t o do 
so. 

A c c o r d i n g l y , please be a d v i s e d t h a t we have d i r e c t e d our a t t o r n e y 
t o f i l e a compulsory p o o l i n g a p p l i c a t i o n b e f o r e t h e New Mexico 
• i l C o n s e r v a t i o n D i v i s i o n t o have your i n t e r e s t pooled. He w i l . l 
a d v i s e you of t h e t i m e and p l a c e o f t h e h e a r i n g so t h a t you may 
a t t e n d and p a r t i c i p a t e i n t h a t h e a r i n g i f you so d e s i r e . 

F u r t h e r , I see no p o i n t i n engaging i n an exchange o f d a t a and 
i n f o r m a t i o n (some o f which i s a v a i l a b l e t o you t h r o u g h p u b l i c 
r e c o r d ) when i t i s apparent t h a t we are not going t o agree on t h e 
two b a s i c i s s u e s : 1) reimbursement f o r a c t u a l c o s t s a l r e a d y p a i d 
and £) lease terms. I n response t o your r e q u e s t f o r a r e l e a s e o f 

410 17th S i red, Suile 2300 • Denver, Colorado 80202 
Telephone: ( MU) X»tt-1225 • Facsimile: HOT) 5W-0<V1fS 



Mr. James J. Rubow 
March 14, 1994 
Page Two 

the S t e l l a M. Quintana O i l and Gas Lease dated May £0, 1988, I 
suggest t h a t you c o n t a c t T.H. McElvain, J r . (Santa Fe) who, t o 
the best o f my knowledge, remains t h e Lessee o f r e c o r d . 

S i n c e r e l y , 

P h i l i p G. Wood 
Land Manager 

PGW:1m 

cc - Mr. Buddy W. Baker 
P.O. Box 9190 
Denver, Colorado 80£O9 



JAMES J. RUBOW 
1645 Court Place #324 

Denver, Colorado 80202 
303-572-3351 

RECEIVED MAR 0 8 TO 

Philip G. Wood March 7, 1994 
Consolidated Oil & 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 l e t t e r dated March 1, 1994 o u t l i n i n g 
certain details and plans r e l a t i n g to the above headed well. 

You should be aware that the mineral interest referred to in 
your March 1, 1994 l e t t e r has been transferred to James J. 
Rubow. Also, t h i s l e t t e r is being written on behalf of both 
Buddy Baker, and James J. Rubow who are owners of identical 
mineral interests in the above described t r a c t . 

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 f i l e d of record. 

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

3. You sent a copy of a Summary Ledger Report prepared by 
Richmond Petroleum purporting to track costs associated with 
Richmond's d r i l l i n g of the Carnes well. I gather from your 
l e t t e r that t h i s is the amount for which you are seeking 
reimbursement. Did Consolidated pay Richmond the amount 
that Richmond claims as t h e i r costs? I f your company paid 
for an interest that Richmond didn't own, you should pursue 
the matter with them. I f your company didn't pay for the 
unleased percentages a t t r i b u t a b l e to the Rubow - Baker 
mineral interest then why should you be e n t i t l e d 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 a l l logs, test data, 
daily d r i l l i n g reports, etc. which relate to the subject 
well. 

5. Please send me a proposed Operating Agreement covering 
the subject wel 1 . 

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

What are your plans related to the M i l l e r #1 well which is 
located in the Ni of Section 11, Township 32 North, Range 6 
West? Both Baker and Rubow have ti n y mineral interests in 
the M i l l e r well in addition to the subject w e l l . 

As e a r l i e r stated, I believe t h a t , at most, Baker - Rubow 
owe only t h e i r pro-rata share of completion costs and have 
no r e s p o n s i b i l i t y for payment of costs incurred while our 
minerals were subject to an o i l and gas lease. 

Subject to items 1 thru 6 above, we would be w i l l i n g 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 w i l l await receipt of the requested items and remain 
w i l l i n g to discuss the matter of leasing our mineral 
interest. 

Sine 

Jame 
indi aVid on 
beha/f of Buddy Baker 

CC: Baker 



RECEIVED MAR 1 7 9M 
JAMES J. RUBOW 

1645 Court Place #324 
Denver, Colorado 80202 

303-572-3351 

Philip G. Wood 
Consolidated Oil & 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 f i n d a copy of the recorded Mineral Deed 
showing the transfer from Passport Energy, Inc. to James J. 
Rubow. 

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

Jam' lOW 



; KNOW ALL MEN BY THESE PRESENTS THAT 
PASSPORT ENERGY , I N C . o f TfUR m „ r t ; 
ftlarp #??4 npnvpr ; rn finyn? hereinafter called Grantor, (whether one 

or more) for and in consideration of the sura of TEN AND MORE Dollars 
($10.00) cash in hand paid and other good and valuable considerations, the 
receipt of which is hereby acknowledged, does hereby grant, bargain, se l l , 
convey, transfer, assign and deliver unto 

JAMES , 1 . RUBOW. 1645 C o u r t P l a r P * 3 ? d , H P n v p r r n Rn?n? , 
hereinafter called Grantee (whether one pr more) 1 nn% nf firantnr<; 
— , right, title and Interest in and to al l of the o i l , gas 
and a l l other minerals in and under and that may be produced from the following 
described lands in Rio Arriba County, State of New Mexico , to 
wit I 

Township 32 North. Range 6 West 
Section 11: NiSEi, and a 3 acre tract of land located in the SE1SW4NEJ 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, easements 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 R3 .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 said lands for o i l , gas, and other minerals, and 
storing, handling, transporting and marketing the same therefrom with the right ' 
to remove from said land a l l 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 Hens on the above described land, upon 
default in 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 wise 
belonging to the said Grantee herein h i s heirs, successors, personal 
representatives, administrators, executors, and assigns forever, and Grantor 
do es hereby warrant said title to Grantee h j s heirs, executors, 
administrators, personal representatives, successors and assigns forever^ and 
do es hereby agree to defend all and singular the said property unto theosaid - \-
Grantee herein h i «; heirs, successors, executors, per^onaT\/ 
representatives, and assigns against every person whomsoever 
the same or any part thereof. ^ | 

claiming or i iclaira' 

WITNESS MY HAND, this 25 day of 

'£> OFFICER 

STATE OF f .n l n r a d n 

COUNTY OF Dpnvpr 

MAR 0 7 1994 

D A V I D t> O r i M v t Z 

County Ciork RA County 
.Mow fyloxicp 

i&red,. On this 25 day of Fphrnary 19 QO. . before me personal 
James J . Rubow, President of Passport Energy, Inc c ' 

to me known to be the person or (or persons) described in and who executed the 
^Ofvtfgoirig Lost rumen t, and acknowledged that he (or she or they) executed the same 

/^/his_(or' l&T or their) free and voluntary act and deed, and that such act was 
"/•̂ t&HjiB tonr^elialf of said corporation. 

spu?y 

ofoM/H, fl 
ary(TJdblic 

(if* 



March 1, 1994 
C e r t i f i e d M a i l 
Return Receipt 

Mr. James Rubow 
Passport Energy, Inc. 
1645 Court Place, S u i t e 324 
Denver, Colorado 80£0£ 

Re: Carnes 32-6-11 #1 Well (£.50-/.) 
S/£ S e c t i o n 11, T3£N, R6W (3£0.O0 ac r e s ) 
San Juan County, New Mexico 

Dear Mr. Rubow: 

C o n s o l i d a t e d O i l & Gas, Inc. ("Consolidated") a c q u i r e d t h e 
i n t e r e s t o f Richmond Petroleum I n c . ("Richmond") i n t h e Carnes 
3£-6-ll #1 W e l l , e f f e c t i v e January 1, 1994. T h i s w e l l has been 
s h u t - i n s i n c e i t was f i r s t d r i l l e d i n 1990 and has yet t o q u a l i f y 
f o r t h e I n t e r n a l Revenue Code S e c t i o n £9 t a x c r e d i t . 
C o n s o l i d a t e d i s c u r r e n t l y d e s i g n i n g a gas g a t h e r i n g / w a t e r 
d i s p o s a l system which would e v e n t u a l l y be extended southward from 
Colorado t o s e r v i c e t h e Carnes ttl and o t h e r w e l l s l o c a t e d a l o n g 
t h e New Mexico border. We c u r r e n t l y hope t o have t h e w e l l 
completed, equipped and t i e d i n t o t h e g a t h e r i n g system by October 
1, 1994. 

Our r e c o r d s i n d i c a t e t h a t your m i n e r a l i n t e r e s t (B net acres/80 
gross a c r e s , l o c a t e d i n t h e N/£ SE/4 o f S e c t i o n 11, T3£N, R6W) 
was leased a t t h e t i m e t he w e l l was f i r s t d r i l l e d but t h a t t h e 
lease has s i n c e e x p i r e d and i s no l o n g e r i n e f f e c t . P r i o r t o 
d r i l l i n g , Richmond had pooled a l l n o n - p a r t i c i p a t i n g and unleased 
i n t e r e s t s under O i l C o n s e r v a t i o n D i v i s i o n Order No. R-9179. 
S e c t i o n s (7) & (10) of Order No. R-9179 read as f o l l o w s : 

(7) The o p e r a t o r i s hereby a u t h o r i z e d t o w i t h h o l d 
t h e f o l l o w i n g c o s t s and charges from p r o d u c t i o n : 

(fl) The pro r a t a share of rea s o n a b l e w e l l c o s t s 
a t t r i b u t a b l e t o each no n - c o n s e n t i n g wot^king 
i n t e r e s t owner who has not p a i d h i s share of 
e s t i m a t e d w e l l c o s t s w i t h i n 30 days from t h e date 
t h e schedule of e s t i m a t e d w e l l c o s t s i s f u r n i s h e d 
t o him. 

(B) fts a charge f o r t h e r i s k i n v o l v e d i n t h e d r i l l i n g 
o f t h e w e l l , 156 percent o f t h e pro r a t a share o f 
reas o n a b l e w e l l c o s t s a t t r i b u t a b l e t o each non-
c o n s e n t i n g w o r k i n g i n t e r e s t owner who has not p a i d 
h i s share of e s t i m a t e d w e l l c o s t s w i t h i n 30 days 
from the date t h e schedule of e s t i m a t e d w e l l c o s t s 
i s f u r n i s h e d t o him. 

410 17lh Slrcel, Suite 2300 • Denver, Colorado 80202 
Telephone-: (303) 893-1225 • Facsimile: (3031 8«3-0«46 



Mr. James Rubow 
March 1, 1994 
Page Two 

(10) Any unleased m i n e r a l i n t e r e s t s h a l l be c o n s i d e r e d 
a s e v e n - e i g h t h s (7/8) w o r k i n g i n t e r e s t and a 
o n e - e i g h t h (1/8) r o y a l t y i n t e r e s t f o r t h e 
purpose of a l l o c a t i n g c o s t s and charges under 
th e terms o f t h i s Order. 

Due t o t h e amount of time t h a t has t r a n s p i r e d s i n c e t h e w e l l was 
f i r s t d r i l l e d , C o n s o l i d a t e d plans t o f i l e an a p p l i c a t i o n w i t h t h e 
O i l C o n s e r v a t i o n D i v i s i o n t o have t h e Orders v a l i d a t e d and 
amended t o name C o n s o l i d a t e d as o p e r a t o r . 

I n an e f f o r t t o a v o i d t h e compulsory p o o l i n g o f your i n t e r e s t by 
t h e O i l C o n s e r v a t i o n D i v i s i o n , C o n s o l i d a t e d hereby o f f e r s you 
the o p t i o n o f 1) p a r t i c i p a t i n g i n t h e w e l l f o r your p r o p o r t i o n a t e 
w o r k i n g i n t e r e s t , or £) l e a s i n g your i n t e r e s t t o C o n s o l i d a t e d on 
the f o l l o w i n g b a s i s : 

fi) Primary lease term o f one (1) year, 
B) R o y a l t y of £0%, p r o p o r t i o n a t e l y reduced, 
C) Bonus c o n s i d e r a t i o n o f $60.00 per net acre. 

I t i s Conso1idated's c o n t e n t i o n t h a t your e l e c t i o n t o p a r t i c i p a t e 
would f i r s t r e q u i r e you t o reimburse C o n s o l i d a t e d f o r your 
p r o p o r t i o n a t e share o f t h e c o s t s a l r e a d y i n c u r r e d i n d r i l l i n g t h e 
w e l l . The t o t a l c o s t o f d r i l l i n g t h e w e l l was $££4,616.7£ which, 
when m u l t i p l i e d by your p a r t i c i p a t i n g i n t e r e s t o f £.50"/., would 
mean a reimbursement t o C o n s o l i d a t e d o f $5,615.4£. Richmond's 
d e t a i l e d c o s t summary i s enclosed f o r your r e v i e w . 
C o n s o l i d a t e d ' s HFE and w e l l p r o g n o s i s f o r t h e next phase of 
c o m p l e t i o n work i s a l s o enclosed. 

Please n o t i f y C o n s o l i d a t e d o f your e l e c t i o n t o e i t h e r lease or 
p a r t i c i p a t e on or b e f o r e March 18, 1994, by f o l l o w i n g t h e 
procedures d e s c r i b e d below and u s i n g t h e enclosed s e l f - a d d r e s s e d , 
stamped envelope: 

1) To i n d i c a t e your e l e c t i o n t o lease under t h e a f o r e m e n t i o n e d 
terms, please s i g n below and r e t u r n one o r i g i n a l o f t h i s l e t t e r 
t o C o n s o l i d a t e d . C o n s o l i d a t e d w i l l p r o v i d e you w i t h a lease f o r 
e x e c u t i o n w i t h i n one (1) week o f our r e c e i p t . 



Mr. James Rubow 
March 1, 199* 

" " V o i n d i c a t e y.ur e l e c t i o n t o part i c i pat . ^ P » « » ^ t T o 

a n d r e t u r n one o r i g i n a ! « » • * ^ ' t . cover past 

the J i » a " d c . . t " . f t h , work t o be perfor.ed und.r 
expenses and the 
the AFE 

Sincerely, 

P h i l i p G. Wood 
Land Manager 

PGW:1m 
enclosures 

I/WE ELECT TO LEASE UNDER THE AFOREMENTIONED TERMS. 

BY: 

DATE i 

James Rubow, President 

• SENDER: Complete items 1 and 2 when additional services are desired, and complete items 
3 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 following services are available. Consult postmaster for fees 
and check box(es) for additional service(s) requested. 
1. • Show to whom delivered, date, and addressee's address. 2. • Restricted Delivery 

(Extra charge) (Extra charge) 

3. Art ic le Addressed to : 

MR. JAMES RUBOW 
PASSPORT ENERGY, INC. 
1645 COURT PLACE, SUITE 324 
DENVER, CO 80202 

Always obtain signature of addressee 
or agent and DATE DELIVERED. 

4 . Art ic le Number 

Type of Service: 

D Registered L-JHSgist i 

• B c e r t i f i i Certified 
Express Mail 

Insured 
• COD 
[""I Return Receipt 

• for Merchandise 

Addressee's Address (ONLY if 
requested and fee paid) 

PS Form 3 8 1 1 , Apr. k U.S.G.P.O. 1989-238-815 DOMESTIC RETURN RECEIPT 



March 4, 1994 
C e r t i f i e d M a i l 
Return Receipt 

Mr. James Rubow 
Passport Energy, Inc. 
1645 Court Place, S u i t e 324 
Denver, Colorado 80202 

Re: M i l l e r 32-6-11 #1 Well (iZi. l£8B66tf) 
N/2 S e c t i o n 11, T32N, R6W (£32.8® ac r e s ) 
San Juan County, New Mexico 

Dear Mr. Rubow: 

Co n s o l i d a t e d O i l & Gas, Inc. ("Consolidated") a c q u i r e d t h e 
i n t e r e s t o f Richmond Petroleum I n c . ("Richmond") i n t h e M i l l e r 
3E-6-11 ttl We l l , e f f e c t i v e January 1, 1994. T h i s w e l l has been 
s h u t - i n s i n c e i t was f i r s t d r i l l e d i n 1990 and has q u a l i f i e d f o r 
the I n t e r n a l Revenue Code S e c t i o n £9 t a x c r e d i t . C o n s o l i d a t e d i s 
c u r r e n t l y d e s i g n i n g a gas g a t h e r i n g / w a t e r d i s p o s a l system which 
would e v e n t u a l l y be extended southward from Colorado t o s e r v i c e 
t h e M i l l e r ttl and o t h e r w e l l s l o c a t e d a l o n g t h e New Mexico 
border. We c u r r e n t l y hope t o have t h e w e l l completed, equipped 
and t i e d i n t o t h e g a t h e r i n g system by October 1, 1994. 

Our r e c o r d s i n d i c a t e t h a t your m i n e r a l i n t e r e s t (0.3 net acres/3 
gross acres, l o c a t e d i n t h e SE/4 SW/4 NE/4 o f S e c t i o n 11, T3£N, 
R6W) was leased at t h e t i m e t h e w e l l was f i r s t d r i l l e d but t h a t 
t h e lease has sin c e e x p i r e d and i s no l o n g e r i n e f f e c t . P r i o r t o 
d r i l l i n g , Richmond had pooled a l l n o n - p a r t i c i p a t i n g and unleased 
i n t e r e s t s under O i l C o n s e r v a t i o n D i v i s i o n Order No. R-9178. 
Se c t i o n s (7) & (10) o f Order No. R-9178 read as f o l l o w s : 

(7) The o p e r a t o r i s hereby a u t h o r i z e d t o w i t h h o l d 
t h e f o l l o w i n g c o s t s and charges from p r o d u c t i o n : 

(tt) The pro r a t a share o f re a s o n a b l e w e l l c o s t s 
a t t r i b u t a b l e t o each n o n - c o n s e n t i n g w o r k i n g 
i n t e r e s t owner who has not p a i d h i s share o f 
e s t i m a t e d w e l l c o s t s w i t h i n 30 days from t h e date 
t h e schedule o f e s t i m a t e d w e l l c o s t s i s f u r n i s h e d 
t o him. 

(B) fts a charge f o r t h e r i s k i n v o l v e d i n t h e d r i l l i n g 
o f t h e w e l l , 156 per c e n t o f t h e pro r a t a share o f 
reasonable w e l l c o s t s a t t r i b u t a b l e t o each non-
c o n s e n t i n g w o r k i n g i n t e r e s t owner who has not p a i d 
h i s share of e s t i m a t e d w e l l c o s t s w i t h i n 30 days 
from t h e date t h e schedule o f e s t i m a t e d w e l l c o s t s 
i s f u r n i s h e d t o him. 

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



Mr. James Rubow 
March 4, 1994 
Page Two 

(10) Any unleased m i n e r a l i n t e r e s t s h a l l be c o n s i d e r e d 
a seven-eighths (7/8) w o r k i n g i n t e r e s t and a 
o n e - e i g h t h (1/8) r o y a l t y i n t e r e s t f o r t h e 
purpose of a l l o c a t i n g c o s t s and charges under 
th e terms o f t h i s Order. 

Due t o t h e amount of t i m e t h a t has t r a n s p i r e d s i n c e t h e w e l l was 
f i r s t d r i l l e d , C o n s o l i d a t e d plans t o f i l e an a p p l i c a t i o n w i t h t h e 
O i l C o n s e r v a t i o n D i v i s i o n t o have t h e Orders v a l i d a t e d and 
amended t o name C o n s o l i d a t e d as o p e r a t o r . 

I n an e f f o r t t o a v o i d t h e compulsory p o o l i n g o f your i n t e r e s t by 
the O i l C o n s e r v a t i o n D i v i s i o n , C o n s o l i d a t e d hereby o f f e r s you 
the o p t i o n o f 1) p a r t i c i p a t i n g i n t h e w e l l f o r your p r o p o r t i o n a t e 
w o r k i n g i n t e r e s t , or £) l e a s i n g your i n t e r e s t t o C o n s o l i d a t e d on 
the f o l l o w i n g b a s i s : 

A) Primary lease term o f one (1) year, 
B) R o y a l t y o f £8%, p r o p o r t i o n a t e l y reduced, 
C) Bonus c o n s i d e r a t i o n o f $68.08 per net acre. 

I t i s Conso1idated's c o n t e n t i o n t h a t your e l e c t i o n t o p a r t i c i p a t e 
would f i r s t r e q u i r e you t o re i m b u r s e C o n s o l i d a t e d f o r your 
p r o p o r t i o n a t e share of t h e c o s t s a l r e a d y i n c u r r e d i n d r i l l i n g t h e 
w e l l . The t o t a l c o s t o f d r i l l i n g t h e w e l l was $14£,872.67 which, 
when m u l t i p l i e d by your p a r t i c i p a t i n g i n t e r e s t o f 8. 1£8866"/, 
would mean a reimbursement t o C o n s o l i d a t e d o f $184.11. Richmond's 
d e t a i l e d c o s t summary i s enclosed f o r your r e v i e w . The next 
phase of c o m p l e t i o n work i s t e n t a t i v e l y scheduled t o occur i n 
l a t e s p r i n g or e a r l y summer. 

Please n o t i f y C o n s o l i d a t e d o f your e l e c t i o n t o e i t h e r lease or 
p a r t i c i p a t e on or b e f o r e March £5, 1994, by f o l l o w i n g t h e 
procedures d e s c r i b e d below and u s i n g t h e enclosed s e l f - a d d r e s s e d , 
stamped envelope: 

1) To i n d i c a t e your e l e c t i o n t o lease under t h e a f o r e m e n t i o n e d 
terms, please s i g n below and r e t u r n one o r i g i n a l o f t h i s l e t t e r 
t o C o n s o l i d a t e d . C o n s o l i d a t e d w i l l p r o v i d e you w i t h a lease f o r 
e x e c u t i o n w i t h i n one (1) week o f our r e c e i p t . 



Mr. James Rubow 
March 4, 1994 

and r e t u r n one 
out t o Consolidated 
expenses. 

O i l & Bas, 
Inc., f o r *1B4.11 t o cover past 

Sincerely^ 

P h i l f p S. Wood 
Land Manager 

PGW:1m 
enclosures 

I/WE ELECT TO LEASE UNDER THE AFOREMENTIONED TERMS. 

BY James Rubow, President 

DATE: . — 

I/WE ELEC 
T TO PARTICIPATE UNDER THE AFOREMENTIONED TERMS. 

BY: 
James Rubow, President 

DATE: 

• SENDER: Complete items 1 and 2 when additional services are desired, and complete items 
3 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 vou 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. • Show to whom delivered, date, and addressee's address. 2. • Restricted Delivery 

(Extra charge) (Extra charge) 

3. Art ic le Addressed to : 

Mr. James Rubowj 
Passport Er^ergjyj, Inc. 
1645 Cou* 
Denver,/ C 

5. Signature 

X 

6. Signature -^/Age 

X 

p L f c l e , / S u i t e 324 

7. Date of Delivery ^ 
i s ! : : : i i i : T 

• M = f i l l ! i j i i 

PS Form 3 8 1 1 , Apr. 1989. 

4 . Art ic le Number 

P 329 599 408 
Type o f Service: 
LJ Registered 
S Certified 

Express Mail 

Insured 
• COD 
H I Return Receipt 

for Merchandise 

Always obtain signature of addressee 
or agent and DATE DELIVERED. 

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

1 1 1 
* U.S.G.P.O. 1989-238-815 DOMESTIC RFTUR.M P r r F I P T 



March 1, 1994 
C e r t i f i e d M a i l 
Return Receipt 

Mr. Buddy W. Baker 
P.O. Box 9193 
Denver, Colorado 80209 

Re: Carnes 32-6-11 #1 Well (2.50"/.) 
S/2 S e c t i o n 11, T32N, R6W (320.00 acres) 
San Juan County, New Mexico 

Dear Mr. Baker: 

C o n s o l i d a t e d O i l & Gas, Inc. ("Consolidated") a c q u i r e d t h e 
i n t e r e s t o f Richmond Petroleum I n c . ("Richmond") i n t h e Carnes 
32-6-11 ttl W e l l , e f f e c t i v e January 1, 1994. Th i s w e l l has been 
s h u t - i n s i n c e i t was f i r s t d r i l l e d i n 1990 and has yet t o q u a l i f y 
f o r t h e I n t e r n a l Revenue Code S e c t i o n 29 t a x cv^edit. 
C o n s o l i d a t e d i s c u r r e n t l y d e s i g n i n g a gas g a t h e r i n g / w a t e r 
d i s p o s a l system which would e v e n t u a l l y be extended southward from 
Colorado t o s e r v i c e t h e Carnes #1 and o t h e r w e l l s l o c a t e d a l o n g 
the New Mexico border. We c u r r e n t l y hope t o have the. w e l l 
completed, equipped and t i e d i n t o t h e g a t h e r i n g system by October 
1, 1994. 

Our r e c o r d s i n d i c a t e t h a t your m i n e r a l i n t e r e s t (8 net acres/80 
gross a c r e s , l o c a t e d i n t h e N/2 SE/4 o f S e c t i o n 11, T32N, R6W) 
was leased at t h e t i m e t h e w e l l was f i r s t d r i l l e d but t h a t t h e 
lease has s i n c e e x p i r e d and i s no l o n g e r i n e f f e c t . P r i o r t o 
d r i l l i n g , Richmond had pooled a l l n o n - p a r t i c i p a t i n g and unleased 
i n t e r e s t s under O i l C o n s e r v a t i o n D i v i s i o n Order No. R-9179. 
S e c t i o n s (7) & (10) o f Order No. R-9179 read as f o l l o w s : 

(7) The o p e r a t o r i s hereby a u t h o r i z e d t o w i t h h o l d 
t h e f o l l o w i n g c o s t s and charges from p r o d u c t i o n : 

(ft) The pro r a t a share o f re a s o n a b l e w e l l c o s t s 
a t t r i b u t a b l e t o each non- c o n s e n t i n g w o r k i n g 
i n t e r e s t owner who has not p a i d h i s share of 
e s t i m a t e d w e l l c o s t s w i t h i n 30 days from t h e date 
t h e schedule o f e s t i m a t e d w e l l c o s t s i s f u r n i s h e d 
t o him. 

(B) fts a charge f o r t h e r i s k i n v o l v e d i n t h e d r i l l i n g 
o f t h e w e l l , 156 percent o f t h e pro r a t a share o f 
reas o n a b l e w e l l c o s t s a t t r i b u t a b l e t o each non-
c o n s e n t i n g w o r k i n g i n t e r e s t owner' who has not p a i d 
h i s share o f e s t i m a t e d w e l l c o s t s w i t h i n 30 days 
from t h e date t h e schedule o f e s t i m a t e d w e l l c o s t s 
i s f u r n i s h e d t o him. 

410 17th Street, Suite 2300 • Denver, Colorado 80202 

Telephone: (303) 803-1225 • Facsimile: (303) HW-O'Mo 



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

(10) Any unleased m i n e r a l i n t e r e s t s h a l l be c o n s i d e r e d 
a s e v e n - e i g h t h s (7/8) w o r k i n g i n t e r e s t and a 
o n e - e i g h t h (1/8) r o y a l t y i n t e r e s t f o r t h e 
purpose of a l l o c a t i n g c o s t s and charges under 
t h e terms of t h i s Order. 

Due t o t h e amount of t i m e t h a t has t r a n s p i r e d s i n c e t h e w e l l was 
f i r s t d r i l l e d , C o n s o l i d a t e d plans t o f i l e an a p p l i c a t i o n w i t h t h e 
O i l C o n s e r v a t i o n D i v i s i o n t o have t h e Orders v a l i d a t e d and 
amended t o name C o n s o l i d a t e d as o p e r a t o r . 

I n an e f f o r t t o a v o i d t h e compulsory p o o l i n g of your i n t e r e s t by 
t h e O i l C o n s e r v a t i o n D i v i s i o n , C o n s o l i d a t e d hereby o f f e r s you 
t h e o p t i o n o f 1) p a r t i c i p a t i n g i n t h e w e l l f o r your p r o p o r t i o n a t e 
w o r k i n g i n t e r e s t , or £) l e a s i n g your i n t e r e s t t o C o n s o l i d a t e d on 
the f o l l o w i n g b a s i s : 

A) Primary lease term of one (1) year, 
B) R o y a l t y of £0'/., p r o p o r t i o n a t e l y reduced, 
C) Bonus c o n s i d e r a t i o n of $60.00 per net acre. 

I t i s Conso1idated's c o n t e n t i o n t h a t your e l e c t i o n t o p a r t i c i p a t e 
would f i r s t r e q u i r e you t o reimburse C o n s o l i d a t e d f o r your 
p r o p o r t i o n a t e share o f t h e c o s t s a l r e a d y i n c u r r e d i n d r i l l i n g t h e 
w e l l . The t o t a l c o s t of d r i l l i n g t h e w e l l was $££4,616.7£ which, 
when m u l t i p l i e d by your p a r t i c i p a t i n g i n t e r e s t o f £.50'/., would 
mean a reimbursement t o C o n s o l i d a t e d o f $5,615.4£. Richmond's 
d e t a i l e d c o s t summary i s enclosed f o r your r e v i e w . 
C o n s o l i d a t e d ' s AFE and w e l l p r o g n o s i s f o r t h e next phase of 
c o m p l e t i o n work i s a l s o enclosed. 

Please n o t i f y C o n s o l i d a t e d o f your e l e c t i o n t o e i t h e r lease or 
p a r t i c i p a t e on or b e f o r e March 18, 1994, by f o l l o w i n g t h e 
procedures d e s c r i b e d below and u s i n g t h e enclosed s e l f - a d d r e s s e d , 
stamped envelope: 

1) To i n d i c a t e your e l e c t i o n t o lease under t h e a f o r e m e n t i o n e d 
terms, please s i g n below and r e t u r n one o r i g i n a l of t h i s l e t t e r 
t o C o n s o l i d a t e d . C o n s o l i d a t e d w i l l p r o v i d e you w i t h a lease f o r 
e x e c u t i o n w i t h i n one (1) week of our r e c e i p t . 



Mr. Buddy W. Baker 
March 1, 
Page Three F £ 

a > Ta i n d i c t , v o - ^ « » » " * n n " - ^ S
, P : "cnSc" .«•• « ' V» 

retu.-n one o r i g i n a l a l o n H „ t 0 c o v e r past 

"•-"'it"::- r . . i i . * . - »•"• t o b e per f0""e '• 
expenses ana ^ne 
the AFE. 

Sincerely, 

P h i l i p B. Wood 
Land Manager 

PGW:1m 
enclosures 

I/WE ELECT TO LEASE 
UNDER THE AFOREMENTIONED TERMS. 

BY: 
Buddy W. Baker 

DATE: 

SENDER: Complete items 1 and 2 when additional services are desired, and complete items 
^ 3 and 4 . 
Put your address in the "RETURN T O " Space on the reverse side. Failure to do this will prevent this card 
from being, returned to you. The return receipt fee will provide vou the name of the person delivered to and 
the date of delivery. For additional fees the followinq services are available. Consult postmaster for fees 
and check boxies) for additional service(s) requested. 
1. • Show to whom delivered, date, and addressee's address. 2. • Restricted Delivery 

(Extra charge) (Extra charge) 

3, Art ic le Addressed to : 

M R . BUDDY W . B A K E R 

P . O . BOX 9 1 9 0 

D E N V E R , CO 8 0 2 0 9 j 

4 . Art ic le Number 

r S L O I i ^ . / f l S ( , 
3, Art ic le Addressed to : 

M R . BUDDY W . B A K E R 

P . O . BOX 9 1 9 0 

D E N V E R , CO 8 0 2 0 9 j 

Type o f Service: 
LJ Registered LJ Insured 

- ^ C e r t i f i e d « • COD 
LJ Express MaH 

3, Art ic le Addressed to : 

M R . BUDDY W . B A K E R 

P . O . BOX 9 1 9 0 

D E N V E R , CO 8 0 2 0 9 j 

Always obtain signature of addressee 
or agent and DATE D E L I V E R E C ; ^ ^ 

5. • Signalurf -yXh/iYeisee 

6. S^f ia ture — Agent , 

8. Addressee's A d d r e s s . ( O N L f a f / ^ 
requested and fee paid) c \ / \ 

jo/ Yp 
X 

8. Addressee's A d d r e s s . ( O N L f a f / ^ 
requested and fee paid) c \ / \ 

jo/ Yp 
7. Date of Delivery 

i > | j i j i [ : j i j j j j j j | ! j j j j 1 • '•• 

8. Addressee's A d d r e s s . ( O N L f a f / ^ 
requested and fee paid) c \ / \ 

jo/ Yp 

PS Form 3 8 1 1 , Apr. 1989 • U.SG.PO. 1989-238-B15 AESTIC RETURN RECEIPT 



March 4, 1994 
C e r t i f i e d M a i l 
Return Receipt 

Mr. Buddy W. Baker 
P.O. Box 9198 
Denver, Colorado 80209 

Re: M i l l e r 32-6-11 ttl Well (0.128866%) 
N/2 S e c t i o n 11, T32N, R6W (232.80 a c r e s ) 
San Juan County, New Mexico 

Dear Mr. Baker: 

C o n s o l i d a t e d O i l & Gas, I n c . ("Consolidated") a c q u i r e d t h e 
i n t e r e s t o f Richmond Petroleum I n c . ("Richmond") i n t h e M i l l e r 
32-6-11 #1 W e l l , e f f e c t i v e January 1, 1994. T h i s w e l l has been 
s h u t - i n s i n c e i t was f i r s t d r i l l e d i n 1990 and has q u a l i f i e d f o r 
the I n t e r n a l Revenue Code S e c t i o n 29 t a x c r e d i t . C o n s o l i d a t e d i s 
c u r r e n t l y d e s i g n i n g a gas g a t h e r i n g / w a t e r d i s p o s a l system which 
would e v e n t u a l l y be extended southward from Colorado t o s e r v i c e 
the M i l l e r ttl and o t h e r w e l l s l o c a t e d a l o n g t h e New Mexico 
border. We c u r r e n t l y hope t o have t h e w e l l completed, equipped 
and t i e d i n t o t h e g a t h e r i n g system by October 1, 1994. 

Our r e c o r d s i n d i c a t e t h a t your m i n e r a l i n t e r e s t (0.3 net acres/3 
gross acres, l o c a t e d i n t h e SE/4 SW/4 NE/4 o f S e c t i o n 11, T32N, 
R6W) was leased at t h e ti m e t h e w e l l was f i r s t d r i l l e d but t h a t 
t he lease has si n c e e x p i r e d and i s no l o n g e r i n e f f e c t . P r i o r t o 
d r i l l i n g , Richmond had pooled a l l n o n - p a r t i c i p a t i n g and unleased 
i n t e r e s t s under O i l C o n s e r v a t i o n D i v i s i o n Order No. R-9178. 
Se c t i o n s (7) & (10) o f Order No. R-9178 read as f o l l o w s : 

(7) The o p e r a t o r i s hereby a u t h o r i z e d t o w i t h h o l d 
t h e f o l l o w i n g c o s t s and charges from p r o d u c t i o n : 

(ft) The pro r a t a share o f re a s o n a b l e w e l l c o s t s 
a t t r i b u t a b l e t o each n o n - c o n s e n t i n g w o r k i n g 
i n t e r e s t owner who has not p a i d h i s share o f 
e s t i m a t e d w e l l c o s t s w i t h i n 30 days from t h e date 
t h e schedule o f e s t i m a t e d w e l l c o s t s i s f u r n i s h e d 
t o him. 

(B) fts a charge f o r t h e r i s k i n v o l v e d i n t h e d r i l l i n g 
of t h e w e l l , 156 percent o f t h e pro r a t a share o f 
reasonable w e l l c o s t s a t t r i b u t a b l e t o each non-
c o n s e n t i n g w o r k i n g i n t e r e s t owner who has not p a i d 
h i s share o f e s t i m a t e d w e l l c o s t s w i t h i n 30 days 
from t h e date t h e schedule o f e s t i m a t e d w e l l c o s t s 
i s f u r n i s h e d t o him. 

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



Mr. Buddy W. Baker 
March 4, 1994 
Page Two 

(10) Any unleased m i n e r a l i n t e r e s t s h a l l be c o n s i d e r e d 
a seven-eighths (7/B) w o r k i n g i n t e r e s t and a 
o n e - e i g h t h (1/8) r o y a l t y i n t e r e s t f o r t h e 
purpose of a l l o c a t i n g c o s t s and charges under 
the terms of t h i s Order. 

Due t o t h e amount of t i m e t h a t has t r a n s p i r e d s i n c e t h e w e l l was 
f i r s t d r i l l e d , C o n s o l i d a t e d plans t o f i l e an a p p l i c a t i o n w i t h t h e 
O i l C o n s e r v a t i o n D i v i s i o n t o have t h e Orders v a l i d a t e d and 
amended t o name C o n s o l i d a t e d as o p e r a t o r . 

I n an e f f o r t t o a v o i d t h e compulsory p o o l i n g of your i n t e r e s t by 
t h e O i l C o n s e r v a t i o n D i v i s i o n , C o n s o l i d a t e d hereby o f f e r s you 
the o p t i o n of 1) p a r t i c i p a t i n g i n t h e w e l l f o r your p r o p o r t i o n a t e 
w o r k i n g i n t e r e s t , or £) l e a s i n g your i n t e r e s t t o C o n s o l i d a t e d on 
the f o l l o w i n g b a s i s : 

A) Primary lease term of one (1) year, 
B) R o y a l t y of £0"/., p r o p o r t i o n a t e l y reduced, 
C) Bonus c o n s i d e r a t i o n of $60.00 per net acre. 

I t i s C o n s o l i d a t e d ' s c o n t e n t i o n t h a t your e l e c t i o n t o p a r t i c i p a t e 
would f i r s t r e q u i r e you t o r e i m b u r s e C o n s o l i d a t e d f o r your 
p r o p o r t i o n a t e share of t h e c o s t s a l r e a d y i n c u r r e d i n d r i l l i n g t h e 
w e l l . The t o t a l c o s t of d r i l l i n g t h e w e l l was $14£,87£.67 which, 
when m u l t i p l i e d by your p a r t i c i p a t i n g i n t e r e s t o f 0. 1£8866"/-, 
would mean a reimbursement t o C o n s o l i d a t e d o f $184.11. Richmond's 
d e t a i l e d c o s t summary i s enclosed f o r your r e v i e w . The n e x t 
phase of c o m p l e t i o n work i s t e n t a t i v e l y scheduled t o occur i n 
l a t e s p r i n g or e a r l y summer. 

Please n o t i f y C o n s o l i d a t e d of your e l e c t i o n t o e i t h e r lease or 
p a r t i c i p a t e on or b e f o r e March £5, 1994, by f o l l o w i n g t h e 
procedures d e s c r i b e d below and u s i n g t h e enclosed s e l f - a d d r e s s e d , 
stamped envelope: 

1) To i n d i c a t e your e l e c t i o n t o lease under t h e aforementioned-
terms, please s i g n below and r e t u r n one o r i g i n a l of t h i s l e t t e r 
t o C o n s o l i d a t e d . C o n s o l i d a t e d w i l l p r o v i d e you w i t h a lease f o r 
e x e c u t i o n w i t h i n one (1) week o f our r e c e i p t . 



Mr. Buddy W. Baker 
March 4, 1994 
Page Three 

£) To i n d i c a t e your e l e c t i o n to p a r t i c i p a t e , please sign below 
and r e t u r n one o r i g i n a l of t h i s l e t t e r , along w i t h a check made 
out to Consolidated O i l & Gas, Inc., f o r *1B4.11 t o cover past 
expenses. 

Sincerely, 

P h i l i p G. Wood 
Land Manager 

PGW: 1 tn 
enclosures 

I/WE ELECT TO LEASE UNDER THE AFOREMENTIONED TERMS. 

BY: 
Buddy W. Baker 

DATE: 

I/WE ELECT TO PARTICIPATE UNDER THE AFOREMENTIONED TERMS. 

BY: 
Buddy W. Baker 

DATE: 

4fc SENDER: Complete items 1 and 2 when additional services are desired, snd complete items 
W 3 and 4. 
Put your address In the "RETURN TO" Space on the reverse side. Failure to do this will pVevent this 
card from being returned to you. The return receipt fee will Drovide vou the name of the oerson delivered 
to and the date of deliverv. For additional fees the followina services are available, consult DOStmaster 
for fees and check box(es) for additional service(s) requested. 
1. • Show to whom delivered, date, and addressee's address. 2. • Restricted Delivery - : 

• (Extra charge) (Extra charge) 
3. Article Addressed to: 

Mr. Buddy W. Baker 
P.O. Box 9190 . ' - j - f . 
Denver , CO 80209 ' ; 

4. Article Number 

P 329 599 407 
3. Article Addressed to: 

Mr. Buddy W. Baker 
P.O. Box 9190 . ' - j - f . 
Denver , CO 80209 ' ; 

Type of Service: 
D Registered LJ Insured,;; 
0 Certified ' • COD <K : : 

• Express Mali ^ • M ^ i f i L 

3. Article Addressed to: 

Mr. Buddy W. Baker 
P.O. Box 9190 . ' - j - f . 
Denver , CO 80209 ' ; 

Always obtain •io^^re^of'liddr^s^s 
or agent and DATkyCtJ\(WEby,C5»\ 

b . ^ n a ^ ^ ^ _ _ 8. Addrease/e'3 A d d J ^ fOWZjW\ 
requestedUSidUeepeuj) j j g H 

6.'-Signature — Agent 

8. Addrease/e'3 A d d J ^ fOWZjW\ 
requestedUSidUeepeuj) j j g H 

7. Date of Delivery > , 

8. Addrease/e'3 A d d J ^ fOWZjW\ 
requestedUSidUeepeuj) j j g H 



PRODUCERS 88-PA1D UP 
Rev. 5-iiO, No. 2 

OIL AND GAS LEASE 
AGREEMENT. Made and entered into the 2 0 t h day of M a y . 1 9 f l f L _ . by and between 

Stella M. Quintana, a widow 

whose P g K ) _ H f } Q t > d d r e s s is A r b o l e S i C o l o r a d o hereinafter called Lessor (whether one or more) and 

T . H . M c E l V a i n J r . ...hn... P n«. nff.,... a,lrfr..« i« 2 1 4 8 . S a n t a F e f NM 8 7 5 0 1 hereinafter called Lessee: 

WITNESSETH. That the Lessor, (or and in consideration of T e n & M o r e D O L L A R S 
cash in hand paid, the receipt of which is herebv acknowledged, and the covenants and agreements hereinafter contained, has granted, demised, 
leased and let, and by these presents does grant, demise, lease and let exclusively unto the said Lessee, the land hereinafter described, with the 
exclusive right for the purpose ol mining, exploring by geophysical and other methods, and operating for and producing therefrom oil and all gas of 
whatsoever nature or kind, with rights of way and easements (or laying pipe lines, and erection o( structures thereon to produce, save and take care 

of said products, all lhat certain tract of land situated in the County ai S a n J u a n a n d R l Q A T X j h f i 

State nf NeW M e X l C O described as follows, to-wit: 

Township 32 North, Range 6 West 
Section 11: NYSE's,and a 3 acre tract of land located i n the SÊ SW'sNEV, being that 

portion of said tract lying South and East of the San Juan River, said 
tract being ident if ied as Parcel 31ft, i n that certain instrument ent i t led 
"Order Ccinfirming T i t l e " dated November 24,1961, and recorded i n Book 69 
Page 101-122, i n the Office o f the County Clerk, Rio Arriba County, 

r, New Mexico. _ 
and containing ii.T . U acres, more nr less. r O U T 

1. It is agreed that this lease ..hall remain in force for a term of saa years from this date and as long thereafter as oil or gas of whatsoever 
nature or kind is produced from said U ased premises or on acreage pooled therewith, or drilling operations are continued as hereinafter provided. 
If. at the expiration of the primary term of this lease, oil or gas is not being produced on the leased premises or on acreage pooled therewith but 
Lessee is then engaged in drilling or re-working operations thereon, then this lease shall continue in force so long as operations are being continu­
ously prosecuted on the leased premises or on acreage pooled therewith: and operations shall be considered to be continuously prosecuted if not 
more than ninety (90) days shall elapse between the completion or abandonment of one well and the beginning of operations for the drilling of a 
subsequent well, If after discovery of oil or gas on said land or on acreage pooled therewith, the production thereof should cease from any cause 
alter the primary term, this lease shall not terminate il Lessee commences additional drilling or re-working operations within ninety (90) days from 
date of cessation of production or from date of completion u( drv hole. If oil or gas shall be discovered and produced us a result of such opera-
lions at or after the expiration tit (he primary term 01 this lease, this lease shall continue in force so long as oil or gas is produced from the leased 
premises or on acreage piloted therewith. 

2. This is a PAID-UP L E A S E , ln 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 equal 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 year per net royalty acre retained hereunder, such payment or tender to be made on or before the anniversary date of this lease next 
ensuing after the expiration of 90 days from the date such well is shut in and thereafter on or before the anniversary date of this lease during the 
period such well is shut in. If such payment or tender is made, it will be considered that gas is being produced within the meaning of this lease. 

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

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

7. When requested by Lessor, Lessee shall bury Lessee's pipe Une 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. Lessee shall have the right at any time to remove all machinery and fixtures placed on said premises, including the right to draw and 
remove casing. 

11. The rights of Lessor and Lessee hereunder may be assigned in whole or part. No change in ownership of Lessor's interest (by assignment 
or otherwise) shall be binding on Lessee until Lessee has been furnished with notice, consisting of certified copies 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 aa to different portions or parcels of said land shall operate to enlarge the obligations or diminish the rights of Lessee, and all Lessee's 
operations may be conducted without regard to any such division. If all or any part of this lease is assigned, no leasehold owner shall be liable for 
any act onomission of any other leasehold owner. • f 

' 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 aftet 
production, as to all or any part of the land described herein and as to any one or more of the formations hereunder, to pool or unitize the lease* 
hold eitaie and the mineral estate covered by this lease with other land, lease or leases in the immediate vicinity for the production of oil and gas/ 
or separately for the production of either, when in Lessee's Judgment it is necessary or advisable to do so, and irrespective of whether authority 
similar to this exists with respect to such other land, lease or leases. Likewise, units previously formed to include formations not producing oil or 
gas, may be reformed to exclude such non-producing formations. The forming or reforming of any unit shall be accomplished by Lessee executing 
and filing of record a declaration of such unitization or reformation, which declaration shall describe the unit. Any unit may include land upon 
which a well baa 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 a* 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 royalties elsewhere herein speci­
fied, including shut-in gas royalties. Lessor shall receive on production from the unit so pooled royalties 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 aU or any part of the above described lands as to one or more of the formations thereunder with other lands in the same general 
area by entering into a cooperative or unit plan of development or operation approved by any governmental authority and, from time to time, 
with like approval, to modify, change or terminate any such plan or agreement and, in such event, the terms, conditions and provisions of this 
lease shall be deemed modified to conform to the terms, conditions, and provisions of such approved cooperative or unit plan of development or 
operation and, particularly, all drilling and development requirements of this lease, express or implied, shall be satisfied by compliance with the 
drilling and development requirements of such plan or agreement, and this lease shall not terminate or expire during the life of such plan or agree­
ment. In the event that said above described lands or 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 shaU. for the purpose nf mmputine the ro-iltie; to bo Faid hereunder to Les.01, be regarded as having 
been produced trom the particular tract of land to which it ia 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 consent ta any cooperative or unit 
plan of development or operation adopted by Lessee and approved by any governmental agency by executing the same upon request ot Lessee. 

13. AU express or implied covenants of this lease shail be subiect to aU 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 j compliance is prevented 
by. or if such failure is the result of, any such Law, Order, Rule or Regulation. < » ' • ' • • ' 

14. Lessor hereby warrants and agrees to defend the title to the lands herein described, and agrees that the Lessee shall have the right at any 
time to redeem tor 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.,successors and assigns, 
hereby surrender and release all right of dower and homestead in the premises described herein. Insofar as said right of dower anJ 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 hereinabove named as Lessor fail to execute this lease, it shall nevertheless be binj'ng 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 -II of the parties who execute 
this lease as Lessor. All the provisions ot this lease shall be binding on the heirs, successors and assigns of Lessor and Lessee. 

IN WITNESS W H E R E O F , this instrument is executed as of the date first above written. 

J3SJ 
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P.Oi 

EDMTJND X. ANDJGKSOX, IV 
OIL AND OAS PROI'r;«TtrvS 

P.O. BOX 857.1 
MIDLAND. TEXAS 7070H.1R7R 

April 8, 

Mr. Michael E. Stogner 
Chief Hearing Examiner 
Oil Conservation Division 
510 Old Santa Fe Trail, Room 219 
Santa Fe, Ntt 87501 

Re i 

Dear Mr. Stogner, 

Pott-It * brand fax transmittal ffitmO 7g71 p«o«a » f̂ _-

U«pl. 

Fi* * , 

linontT" 

sation ot consol 
Gas, Inc., Ca$o 9745 

After our conversation yesterday, I realized that I had 
not fully set forth the reasons for requesting a continuance 
in che above case. 

The case i i more than just one of preventing waste and 
protecting correlative rights. No one has filod for # permit 
to d r i l l additional wells, or otherwise protect their land 
against drainage. No one is contesting Consolidated's right 
to complete the wells. The only correlative rights at stake 
here are those of the parties Consolidated is seeking to force 
pool. No, this case involves thorny legal questions which should 
be addressed in a court. 

For instance. Consolidated says my lease expired, Richmond 
continues to try to pay me shut-in gas royalties, and has tried 
to pay Mr. Rubow «huc-in gas royalties within th« laBt two weeks. 
Mr. Rubow is in the same position as I , that ie, Richmond was 
never entitled to pay shut-in gas royalties because the well 
was never capable of producing gas. This is a legal question, 
and Consolidated and Richmond cannot both be right; the lease 
is either in effect, or i t is not. The Commiftfcion does not have 
the Jurisdiction under Section 70-2-12 to decide this issue. 

Further, che issue of coats is not primarily one of reason­
ableness or validity, although those issues will come up) the 
issue is whether Consolidated or Richmond have a legal right 
to claim them. Again, thia ia a legal question which should 
be addressed in a court of law, and I have taken the f i r s t step 
to resolve this. 

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 
©£ what Richmond apent ia ao 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. 
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Actions such as these clog dockets and impede business. 
Consolidated should have to compensate me for a l l the problems 
they have caused. 

Consolidated has represented to me that they have begun 
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 received from Consolidated constituted notice as required by 
Section 70-2-23. I felt sure that the Commission would send 
me notice when i t 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 to this matter. 

Sincerely, 

Edmund T. Anderson, IV 

0»pi 
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March 17, 1994 

Mr. Edmund T. Anderson, IV 
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 
Telephone: (303) 893-1225 

• Denver, Colorado 80202 
• Facsimile: (303) Rl)3-094(> 
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EDMUND T. ANDERSON, IV 
OIL AND GAS PROPERTIES 

P.O. BOX 8575 
MIDLAND, TEXAS 79708-1575 

March 17, 1994 

TELE: (915) 686-8838 

P h i l i p G. Wood 
Consolidated O i l & Gas, Inc, 
410 17th Street, Ste. 2300 
Denver, CO 80202 

Dear Mr. Wood, 

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., a l l i n 
San Juan County, New Mexico 

Following our conversation yesterday, I consulted with my 
attorney, who is licensed i n New Mexico, and he i s of the opinion 
that I am on f i r m ground. 

My comments and my of f e r i n my l e t t e r of March 14, 1994, 
remain unchanged, except that I hereby o f f e r to prepay the costs 
of completion, as such costs pertain to my in t e r e s t . 

Sincerely, 

Edmund T. Anderson, IV, 
In d i v i d u a l l y and as Trustee 



RECEIVED MAR t 6 89%. 

EDMUND T. ANDERSON, IV 
OIL AND GAS PROPERTIES 

P.O. BOX 8575 

MIDLAND, TEXAS 79708-1575 TELE: (915) 686-8838 

March 14, 1993 

P h i l i p G. Wood 
Consolidated O i l & 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., a l l i n San Juan 
County, New Mexico 

Dear Mr. Wood, 

I have c a r e f u l l y considered your l e t t e r s dated March 1, 
1994, and the issues raised by them; I am of the opinion that 
I have the r i g h t to p a r t i c i p a t e i n the completion of the above 
wells without payment to Consolidated of any of the costs incurred 
by Richmond. 

I t i s elementary that an o i l and gas lease conveys exclusive 
authorization upon the lessee to go upon the land f o r the purpose 
of prospecting f o r o i l and gas, severing and removing the same. 
At the expiration of the lease, a l l r i g h t s so transferred t e r ­
minate, and are reinvested i n 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 r e s t o r a t i o n , etc. 

An assignee of an o i l and gas lease stands i n the place 
of the o r i g i n a l lessee, and acquires no greater r i g h t s than those 
held by the o r i g i n a l lessee. Thus, Consolidated's acq u i s i t i o n 
of Richmond's r i g h t s i n the above land did not confer upon Consoli­
dated any greater i n t e r e s t than that owned by Richmond at the 
time of conveyance. 

Richmond owned nothing insofar as my mineral i n t e r e s t was 
concerned, and Consolidated acquired nothing. I f Consolidated 
paid value for r i g h t s Richmond did now own, i t should not have 
done so. Not only was the expired lease of record, buy my A f f i d a v i t 
noting expiration was also of record, and Consolidated was on 
notice. 
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Consolidated is without legal basis or j u s t i f i c a t i o n i n 
demanding payment from me for work done by Richmond, and I w i l l 
contest such assertion. Further, I do not believe the O i l and 
Gas Conservation Commission has j u r i s d i c t i o n to hear t h i s non-
issue, and I w i l l challenge t h e i r involvement i n t h i s matter. 

Legal issues aside, I would prefer to enter i n t o a working 
relationship with Consolidated on am amicable basis. I have 
checked with friends i n Denver, and found that Consolidated has 
a good reputation for i n t e g r i t y and f i n a n c i a l r e s p o n s i b i l i t y ; 
I have an equal reputation. Consolidated appears to be the type 
of company with which I l i k e to do business. However, i f you 
prefer to adjudicate t h i s matter, you should know that I am an 
attorney. A d d i t i o n a l l y , northern New Mexico i s p a r t i c u l a r l y 
a t t r a c t i v e for skiing and f l y f i s h i n g t h i s time of year, and 
I would welcome a vacation. 

I w i l l j o i n i n 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 w i l l 
pay Consolidated's b i l l s on the 26th of the month when I pay 
everyone else's. 

Sincerely, 

Edmund T. Anderson, IV 



March 1, 1994 
C e r t i f i e d M a i l 
Return Receipt 

Edmund T. Finders on IV 
I n d i v i d u a l l y and as T r u s t e e o f t h e 
Mary Anderson D o l l Family T r u s t 
£5£1 Humble 
Midland, Texas 79705 

Re: F e d e r a l 32-6-9 #1 Well (3. 579098"/-) 
E/£ S e c t i o n 9, T3£N, R6W (£79.40 acres) 
San Juan County, New Mexico 

Dear Mr. Anderson: 

C o n s o l i d a t e d O i l & Gas, I n c . ("Consolidated") a c q u i r e d t h e 
i n t e r e s t o f Richmond Petroleum Inc. ("Richmond") i n the F e d e r a l 
3£-6-9 #1 W e l l , e f f e c t i v e January 1, 1994. Th i s w e l l has been 
s h u t - i n s i n c e i t was f i r s t d r i l l e d i n 1990 and has yet t o q u a l i f y 
f o r t h e I n t e r n a l Revenue Code S e c t i o n £9 t a x c r e d i t . 
C o n s o l i d a t e d i s c u r r e n t l y d e s i g n i n g a gas g a t h e r i n g / w a t e r 
d i s p o s a l system which would e v e n t u a l l y be extended southward from 
Colorado t o s e r v i c e t he F e d e r a l #1 and o t h e r w e l l s l o c a t e d a l o n g 
t h e New Mexico border. We c u r r e n t l y hope t o have t h e w e l l 
completed, equipped and t i e d i n t o t h e g a t h e r i n g system by October 
1, 1994. 

Our r e c o r d s i n d i c a t e t h a t your combined m i n e r a l i n t e r e s t (10 net 
acres/40 gross a c r e s , l o c a t e d i n the SE/4 SE/4 o f S e c t i o n 9, 
T3£N, R6W) was leased at t h e t i m e t h e w e l l was f i r s t d r i l l e d but 
t h a t t h e lease has s i n c e e x p i r e d and i s no l o n g e r i n e f f e c t . 
P r i o r t o d r i l l i n g , Richmond had pooled a l l n o n - p a r t i c i p a t i n g and 
unleased i n t e r e s t s under O i l C o n s e r v a t i o n D i v i s i o n Order No. R~ 
9033. S e c t i o n s (7) & (10) of Order No. R-9033 read as f o l l o w s : 

(7) The o p e r a t o r i s hereby a u t h o r i z e d t o w i t h h o l d 
t h e f o l l o w i n g c o s t s and charges from p r o d u c t i o n : 

(A) The pro r a t a share o f reasonable w e l l c o s t s 
a t t r i b u t a b l e t o each non- c o n s e n t i n g w o r k i n g 
i n t e r e s t owner who has not p a i d h i s share o f 
e s t i m a t e d w e l l c o s t s w i t h i n 30 days from t h e date 
the schedule of e s t i m a t e d w e l l c o s t s i s f u r n i s h e d 
t o him. 

(B) As a charge f o r t h e r i s k i n v o l v e d i n t h e d r i l l i n g 
o f the w e l l , 156 percent o f t h e pro r a t a share o f 
rea s o n a b l e w e l l c o s t s a t t r i b u t a b l e t o each non-
c o n s e n t i n g w o r k i n g i n t e r e s t owner who has not p a i d 
h i s share o f e s t i m a t e d w e l l c o s t s w i t h i n 30 days 
from t h e date t h e schedule o f e s t i m a t e d w e l l c o s t s 
i s f u r n i s h e d t o him. 

410 17lh Street, Suite 2300 • Denver, Colorado 80202 
Telephone: (303) 893-1225 • Facsimile: (303) 803-0946 
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( I d ) Any unleased m i n e r a l i n t e r e s t s h a l l be c o n s i d e r e d 
a s e v e n - e i g h t h s (7/8) w o r k i n g i n t e r e s t and a 
o n e - e i g h t h (1/8) r o y a l t y i n t e r e s t f o r t h e 
purpose o f a l l o c a t i n g c o s t s and charges under 
th e terms of t h i s Order. 

Due t o t h e amount of t i m e t h a t has t r a n s p i r e d s i n c e t h e w e l l was 
f i r s t d r i l l e d , C o n s o l i d a t e d plans t o f i l e an a p p l i c a t i o n w i t h t h e 
O i l C o n s e r v a t i o n D i v i s i o n t o have t h e Orders v a l i d a t e d and 
amended t o name C o n s o l i d a t e d as o p e r a t o r . 

In an e f f o r t t o a v o i d t h e compulsory p o o l i n g o f your i n t e r e s t by 
t h e O i l C o n s e r v a t i o n D i v i s i o n , C o n s o l i d a t e d hereby o f f e r s you 
the o p t i o n o f 1) p a r t i c i p a t i n g i n the w e l l f o r your p r o p o r t i o n a t e 
w o r k i n g i n t e r e s t , or £) l e a s i n g your i n t e r e s t t o C o n s o l i d a t e d on 
the f o l l o w i n g b a s i s : 

A) Primary lease t e rm of one (1) year, 
B) R o y a l t y o f £0%, p r o p o r t i o n a t e l y reduced, 
C) Bonus c o n s i d e r a t i o n of $60.00 per net acre. 

I t i s C o n s o l i d a t e d ' s c o n t e n t i o n t h a t your e l e c t i o n t o p a r t i c i p a t e 
would f i r s t r e q u i r e you t o r e i m b u r s e C o n s o l i d a t e d f o r your 
p r o p o r t i o n a t e share o f t h e c o s t s a l r e a d y i n c u r r e d i n d r i l l i n g t h e 
w e l l . The t o t a l c o s t of d r i l l i n g t h e w e l l was $139,748.88 which, 
when m u l t i p l i e d by your p a r t i c i p a t i n g i n t e r e s t o f 3. 579098"/-, 
would mean a reimbursement t o C o n s o l i d a t e d of $5,001.75. 
Richmond's d e t a i l e d c o s t summary i s enclosed f o r your r e v i e w . 
C o n s o l i d a t e d ' s AFE and w e l l p r o g n o s i s f o r t h e next phase of 
c o m p l e t i o n work i s a l s o enclosed. 

Please n o t i f y C o n s o l i d a t e d of your e l e c t i o n t o e i t h e r lease or 
p a r t i c i p a t e on or b e f o r e March 18, 1994, by f o l l o w i n g t h e 
procedures d e s c r i b e d below and u s i n g t h e enclosed s e l f - a d d r e s s e d , 
stamped envelope: 

1) To i n d i c a t e your e l e c t i o n t o lease under t h e a f o r e m e n t i o n e d 
terms, please s i g n below and r e t u r n one o r i g i n a l of t h i s l e t t e r 
t o C o n s o l i d a t e d . C o n s o l i d a t e d w i l l p r o v i d e you w i t h a lease f o r 
e x e c u t i o n w i t h i n one (1) week of our r e c e i p t . 
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£) To i n d i c a t e your e l e c t i o n t o p a r t i c i p a t e , please s i g n t h e AFE 
and r e t u r n one o r i g i n a l a l o n g w i t h a check, made out t o 
Co n s o l i d a t e d O i l & Gas, I n c . , f o r *6, €>£>£. 45 t o cover past 
expenses and t h e e s t i m a t e d c o s t o f t h e work t o be performed under 
th e AFE. 

S i n c e r e l y , 

P h i l i p G. Wood 
Land Manager 

PGW:1m 
enc l o s u r e s 

I/WE ELECT TO LEASE UNDER THE AFOREMENTIONED TERMS. 

BY: BY i 
Edmund T. Anderson IV Edmund T. Anderson IV 

as T r u s t e e o f t h e Mary 
Anderson B o l l Family 
T r u s t 

DATE: DATE: 

• SENDER: Complete items 1 and 2 when additional services are desired, and complete items 
3 and 4 . 

Put your address in the "RETURN TO" Space on the reverse side. Failure to do this will prevent this dard 
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. • Show to whom delivered, date, and addressee's address. 2. • Restricted Delivery 

(Extra charge) (Extra charge) 
3. Art ic le Addressed to : 

•DMUND T. ANDERSON I V , IND. AND TR OF 
TARY ANDERSON BOLL FAMILY TURST 

2521 HUMBLE 
1IDLAND, TX 79705 

4. Art ic le Number 

P 3 1 ^ 
Type of Service: 

I J Registered LJ Insured 

f ^ Jce r t i f i ed • COD 

3 Express.Mai. • ^ " ^ r ^ d i U 

Vlways obtain signature of addressee 
or agent and DATE DELIVERED. 

5. Signature — Addressee 

X , 
8. Addressee's Address (ONLY if 

requested and fee paid) 

u i i nil I iii 

Jii__Signature Agent ., —/'/^ 

J L J $ H 4 • & U&^tu^CAty Uct^t^-e=. ^ < _ _ 

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

u i i nil I iii 
~7. Dsrte of Delivery a n i • , ; • j ; • t r ^ ; . ; : . ; : 

I j f J j f l i p & i l l i ins\ i i WW hi 

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

u i i nil I iii 



March 1, 1994 
C e r t i f i e d M a i l 
Return Receipt 

Edmund T. Anderson IV 
I n d i v i d u a l l y and as T r u s t e e of t h e 
Mary Anderson B o l l Family T r u s t 
£5£i Humble 
Midland, Texas 79705 

Re: Carnes 3£-6-ll ttl Well (3. l£5-/.> 
S/£ S e c t i o n 11, T3£N, R6W (3£0.00 ac r e s ) 
San Juan County, New Mexico 

Dear Mr. Anderson: 

C o n s o l i d a t e d O i l & Gas, I n c . ("Consolidated") a c q u i r e d t h e 
i n t e r e s t o f Richmond Petroleum I n c . ("Richmond") i n t h e Carnes 
3£-6-ll #1 W e l l , e f f e c t i v e January 1, 1994. Th i s w e l l has been 
s h u t - i n s i n c e i t was f i r s t d r i l l e d i n 1990 and has yet t o q u a l i f y 
f o r t h e I n t e r n a l Revenue Code S e c t i o n £9 t a x c r e d i t . 
C o n s o l i d a t e d i s c u r r e n t l y d e s i g n i n g a gas g a t h e r i n g / w a t e r 
d i s p o s a l system which would e v e n t u a l l y be extended southward from 
Colorado t o s e r v i c e t h e Carnes #1 and o t h e r w e l l s l o c a t e d a l o n g 
the New Mexico border. We c u r r e n t l y hope t o have t h e w e l l 
completed, equipped and t i e d i n t o t h e g a t h e r i n g system by October 
1, 1994. 

Our r e c o r d s i n d i c a t e t h a t your combined m i n e r a l i n t e r e s t (10 net 
acres/40 gross acres, l o c a t e d i n the SE/4 SW/4 of S e c t i o n 11, 
T3£N, R&W) was leased at t h e t i m e t h e w e l l was f i r s t d r i l l e d but 
t h a t t h e lease has s i n c e e x p i r e d and i s no l o n g e r i n e f f e c t . 
P r i o r t o d r i l l i n g , Richmond had pooled a l l n o n - p a r t i c i p a t i n g and 
unleased i n t e r e s t s under O i l C o n s e r v a t i o n D i v i s i o n Order No. R-
9179. S e c t i o n s (7) & (10) of Order No. R-9179 read as f o l l o w s : 

(7) The o p e r a t o r i s hereby a u t h o r i z e d t o w i t h h o l d 
th e f o l l o w i n g c o s t s and charges from p r o d u c t i o n : 

(A) The pro r a t a share o f rea s o n a b l e w e l l c o s t s 
a t t r i b u t a b l e t o each non- c o n s e n t i n g w o r k i n g 
i n t e r e s t owner who has not p a i d h i s share o f 
e s t i m a t e d w e l l c o s t s w i t h i n 30 days from t h e date 
the schedule o f e s t i m a t e d w e l l c o s t s i s f u r n i s h e d 
t o him. 

(B) As a charge f o r t h e r i s k i n v o l v e d i n t h e d r i l l i n g 
of t h e w e l l , 15& percent o f t h e pro r a t a share o f 
re a s o n a b l e w e l l c o s t s a t t r i b u t a b l e t o each non-
c o n s e n t i n g w o r k i n g i n t e r e s t owner who has not p a i d 
h i s share o f e s t i m a t e d w e l l c o s t s w i t h i n 30 days 
from t h e date t he schedule o f e s t i m a t e d w e l l c o s t s 
i s f u r n i s h e d t o him. 

410 17ihSlreet. Suite 2300 • Denver, Colorado 80202 

Telephone: ( KM I 803-122.5 • Facsimile: (303) 803-0»>4(S 
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(1®) Any unleased m i n e r a l i n t e r e s t s h a l l be c o n s i d e r e d 
a s e v e n - e i g h t h s (7/8) w o r k i n g i n t e r e s t and a 
o n e - e i g h t h (1/8) r o y a l t y i n t e r e s t f o r t h e 
purpose of a l l o c a t i n g c o s t s and charges under 
t h e terms of t h i s Order. 

Due t o t h e amount o f t i m e t h a t has t r a n s p i r e d s i n c e t h e w e l l was 
f i r s t d r i l l e d , C o n s o l i d a t e d plans t o f i l e an a p p l i c a t i o n w i t h t h e 
O i l C o n s e r v a t i o n D i v i s i o n t o have t h e Orders v a l i d a t e d and 
amended t o name C o n s o l i d a t e d as o p e r a t o r . 

In an effoY't t o a v o i d the compulsory p o o l i n g o f your i n t e r e s t by 
t h e O i l C o n s e r v a t i o n D i v i s i o n , C o n s o l i d a t e d hereby o f f e r s you 
t h e o p t i o n of 1) p a r t i c i p a t i n g i n t h e w e l l f o r your p r o p o r t i o n a t e 
w o r k i n g i n t e r e s t , or 2) l e a s i n g your i n t e r e s t t o C o n s o l i d a t e d on 
the f o l l o w i n g b a s i s : 

A) Primary lease term o f one (1) year, 
B) R o y a l t y of 20%, p r o p o r t i o n a t e l y reduced, 
C) Bonus c o n s i d e r a t i o n of $60.©0 per net acre. 

I t i s C o n s o l i d a t e d ' s c o n t e n t i o n t h a t your e l e c t i o n t o p a r t i c i p a t e 
would f i r s t r e q u i r e you t o r e i m b u r s e C o n s o l i d a t e d f o r your 
p r o p o r t i o n a t e share of t h e c o s t s a l r e a d y i n c u r r e d i n d r i l l i n g t he 
w e l l . The t o t a l c o s t of d r i l l i n g t h e w e l l was $224,616.72 which, 
when m u l t i p l i e d by your p a r t i c i p a t i n g i n t e r e s t of 3.125"/., would 
mean a reimbursement t o C o n s o l i d a t e d of $7,019.27. Richmond's 
d e t a i l e d c o s t summary i s enclosed f o r your r e v i e w . 
C o n s o l i d a t e d ' s AFE and w e l l p r o g n o s i s f o r t h e next phase of 
c o m p l e t i o n work i s a l s o enclosed. 

Please n o t i f y C o n s o l i d a t e d of your e l e c t i o n t o e i t h e r lease or 
p a r t i c i p a t e on or b e f o r e March 18, 1994, by f o l l o w i n g t h e 
procedures d e s c r i b e d below and u s i n g t h e enclosed s e l f - a d d r e s s e d , 
stamped envelope: 

1) To i n d i c a t e your e l e c t i o n t o lease under t h e a f o r e m e n t i o n e d 
terms, please s i g n below and r e t u r n one o r i g i n a l of t h i s l e t t e r 
t o C o n s o l i d a t e d . C o n s o l i d a t e d w i l l p r o v i d e you w i t h a lease f o r 
e x e c u t i o n w i t h i n one (1) week of our r e c e i p t . 



Edmund T. Anderson IV 
March 1, 1994 
Page Three 

£) To i n d i c a t e your e l e c t i o n t o p a r t i c i p a t e , please s i g n t h e AFE 
and r e t u r n one o r i g i n a l a long w i t h a check, made out t o 
C o n s o l i d a t e d O i l & Gas, I n c . , f o r *7,795.83 t o cover past 
expenses and t h e e s t i m a t e d c o s t o f t h e work t o be performed under 
t h e flFE. 

S i n c e r e 1y, 

P h i l i p G. Wood 
Land Manager 

PGW: 1 m 
e n c l o s u r e s 

I/WE ELECT TO LEASE UNDER THE AFOREMENTIONED TERMS. 

BY i BY: 
Edmund T. Anderson IV Edmund T. Anderson IV 

as T r u s t e e o f t h e Mary 
Anderson B o l l Family 
T r u s t 

DATE: DATE: 

• SENDER: Complete items 1 and 2 when additional services are desired, and complete items 
3 and 4 . 

Put your address in the "RETURN T O " Space on the reverse side. Failure to do this will prevent this card 
from being returned to you. The return receipt fee will provide vou 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. • Show to whom delivered, date, and addressee's address. 2. • Restricted Delivery 

(Extra charge) (Extra charge) 
3. Art ic le Addressed to : 

;DMUND T. ANDERSON IV, IND. AND TR OF 
tARY ANDERSON BOLL FAMILY TURST 
2521 HUMBLE 
1IDLAND, TX 79705 

4 . Art ic le Number 

P aaH s?yy 
Type o f Service: 
_ ) Registered 

< <3'cer t i f ied 
ZI Express.Mail 

[ZHnsured 
• COD 
r~| Return Receipt 

for Merchandise 

5. Signature — Addressee 

x 
8. Addressee's Address (ONLY if 

requested and fee paid) 

l\ ! i WW l ill 

JLSignature p . Agent ,. — 

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

l\ ! i WW l ill 7. Drfte of Delivery ;; j ; j, j ; ; ; ; ; .*->» a n 

n p u ^ U ^ l n l n m / i i i i i i i ! 

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

l\ ! i WW l ill 

Always obtain signature of addressee 

or agent and DATE DELIVERED. 
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•!! 
N 
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liox 2143, Santa Fe , NM 87504-21 «i8 ; ' ! 1 esscn . 

_ • ' • m j ,,„„,,, Ten D o l l a r s and Other .Valuable Consldcra,t1iQns..lO..-00._fr..Q.V.Ci 
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.V.. I r l i . x r l . l - i v r l v n o l o I . - ™ - l o r " " • | n r | « i w of i nv . - . l i i r iHmi r . r « | . l , . r m « | i n « i | . - c l i n i f . i l r i l l i n p i . iu l • i |«-r .Hioir I n , 1111.I | . r . i . l i ic l i i iT m l . »n ; l « i - . « - i n l w l i v i l n « - " l " i » . 
HUM i r n * r . i v r i . • . . . , • , luy i iue |ii|>o l i n n , M o r i i i K o i l , l i u i l . U n n Uuik; ) . p o w o r • i H l u i i u , l i l c | . l i . .M» Imna, MM. I i i l l n f u l n i c l u r r H lu j i -c lu iK s i i i . \vm.: ra. O U H - I (Uiv iU. »o . l » i r i n l t t m i l r u i r l u r o i i t n i t u , . . . . 

. m l l l i i l . j r i l l i ' -n -on f o p i m l i l c e , Knvr, I n k * earn o f , I r n i l . | I P H ^ . I , n l o i n m i l l f r m v i p i i r l . n i l ] m i l f s t i i n c i ' * , t l i n f o l l o w i n g i l m c r i l i r t l Im t i l In . J V l i i n i f 

omniy. New Mtx i co , to w i t : ' 1 * ' 
"i <••: 

SE-1;; S1U; Sec t ion 9. 
R-6-W, N.M.P.M. 

and • J i j ' i , SWr, S e c t i o n 1 1 , bo th i n T-32-N, 

i 

t 

. 80.... 

:v< of- It i ;,' ; \ , 

. . : . in*!•*'!, wh.l l iur l l i i r f iml ly 
. < • :• r n - I' - • : ' •" 

l o r f l u i pu rposn n f r n l i i d i l i i iK tha ren ta l p j iymrnl . - t iH i t c i u i i f f e f p r o v i d m l f u r , m u d l i m d lit i - i l n n n t f l I " i ' t i t t | . f i . i . 

o i m p r i v - i MMtm *ir I m i , , - ^ •' 1 • > '•' ' 

!!. S i i b i r c t *o ( l ie «ltu«r pn iv i s jo t iH I t r r c i t i < " ' n t ; t i n r i l . l l i i i \vn*t> sUnU r c m n l n i n Utret* Utr n I r m i t»f _ Z _ . . V < M F * f m t n I h l i iJ. i ln ( cu l l ed " p f i i i m i y l i m n " ) . 
And af. ImtR l l i i - rcr t lu- r . H m l o r cus , c i t h e r u r h* t t i i . ia [ . r u i l u r vd f t u m i-.i i ' l l i u u l u r i ; im l W i l l i wh i - tt h t m l l.tn<l i i JH•.»!»•<I. 

3 . ' H i e K t w v N I I S I I i i r l i v c r to lessor, free o l cos t , i n Uio tunica o r n t (he I r n n ' t m i ^ i u n p i |K ' l i t i rH i nn «li.st.rtf;tiWhr<. f r o m »;nIti. r i i i i r p i f H - l i m ^ ) b» w l i i r h w»*U» n u y 

I H I r o n n r c l c i l , n i l n ^un l _JL/_5_ p n r l n f n i l o i l , i t v t n m i nwvu ' i i i t cd h y f l n i r n r l u m s p n M l u c r d m i l l M:IV<*I1. f rx im ,%ii«l . l . u i ' l . o r , . it Tin* r t p t i o n u t cli#*"» |*-.-i*»r. ' . . in l p i t o f 
t h« n . i t r kc l v u h i o t»t n i l i>». u n i l p r t t tUwc i l t un l H;»V*M1 ( M « « H.H<1 jvirnnst-'M. p r o v t t l n l t l i n l * « . «•»••* w»UI M tUo \ n » (itl«« tr»»v«.*rtn-i l | n - t \ t f i - « t«> m i f l 
p . t r ty not L t > t i i r n l l c l h y Cm h -s^v tnu l i - n u " i n a r k c i vu l i i t? " shuM h<* t l i r p r i m r*<;ilizi*<| f r o m r.neh hi»lr». I f u t n n y l inu>, n r f i . i i n i i in«* u» l i t n - . r iM i . ' r h» l . -n* i»r »(f*<r t l . r 
I ' x j t i r . i b i .n «if Um ( i r i i m t r y W m \ '•( l i n t H H T I * in m i v w i l l m i l l m IrttHcil p r e n i i ^ ) n r * H I In in IS w i i l i w h n : l i Iht* I ' - H M . ) p n i n r * * * n f I H M . K H I u r wh i i - h i t 
r.tpiil>l<> nf p ro l i ne .n t ; c tw i n p ; i y i»« t j u . H i U I i f i , l u l l wl i i . - . i M K I H I I I I I N-forf t o r n f u - r p n n l u c t i o i i l l i f f c f r m n ; M i r l i w r l l t J m l l In* i n n U i l e n - f H I M I I T n i t pn»M**nMvi o f H I M 
Ir i i - iu u t I I w f l l p rc i i l i i nn f * m | » i y i n i ; q i i :ml i lM*f . u n i l l i t i s li-n-u* shit 11 l o n t n i n i n iorv.o i n llu» n i i u i i u - r i n t h o u g h RU-I l l i c f l r o i i t w.i-t n r i o . t l l v I M M I I I ; —»l-1 4ir u w i l . I n 
J*II<*II 1 'v t t i l , K ' i M f c t v i ' i iM i i b i un i l iif-roi-s l.i p i i y l^ i - ix r , ns m y i t l l v , I I s u m f j u n l t u tw ice I hi* ni iH>tml o l l l i v i l i ' l u y n i t l i l t I H I I - I I I . I I M 1 ! p i<<vn| f i l f u r per H I I M I M M f o r l l i f 
p i -nu. t i i t i n i i i ' . ' n r i nx o n tho i l a t u NI ICI I w r l l %i n e h m l l y w l i t i t - i i i , o n t i - i i t h i i It ' itso Is I I C I M K i i i n i n l m n f i l i n fo rce I H M I c f l i v l Uy w m u * * i|»*r p n i v i M i m l i ^ r i t d . H I w l u r h r r u t 
j iuch |»rri«H. s h n l . r«>nim<<ftrn « n I h r th i tp thW . r iwo rcMKCf* t n IM> i i u i i n t i i i n i ' t i I n f n r r i * i i f i i l c l f w l b y sn ino o l h r r p r i ' V i t u m Ki>r»^"' i ' - i t p v n l i»r l i ' t w l r r i*li.»tl \*» m:»«lr i*» 
U'Hwr o r u r \ v t s i w d l o tho r n - i l i t o f t in - lc-isor i n i h o i l c i K i s i u i r y U i n k n a m e d i n ( l i l t lew***. 'J'lto l io«t p.iytn<*fit U i r l l 'hi*» 1 p o n n r IH- IOH-! •»» - U y * i i f i r r t in -
d i i f n a u r h we l l in . i hu l> ln . o r iS) i l i i ys f r o m i l a t u l l i l s V n w «-i>.is«n to I v i m i { n l n l n n l i n f n r r o h v w m m « i l i i * r p r o v i s i o n ln»r«- «* I * ; i.-.-i f r o m s i w h u i - l l .•• p H H l u r i t l 
tout Kohl o r u%«'*t p r i o r t h e r e t o , c m v p i i **n i (mrary Hnltrn o r u;t« t o r ICII-MI ( t iH<r ; i ( io i i i , Mu lm- ' i uvn l paynu*i i ( !4 H IM* ( I IM* i l i i r a i t m u t t i v ( , » t* . t l i f r o n o r ln - fn f i * (In* i i n i m f r ' « i i r v 
tU i i f o f l>«u pi -no*) f o r w l i i c l i Mich p r i o r p a v m o n i WHN u i : n l i \ N o j i r l i l i l i o n a l p i i y m c n N nhn l l r i H i u i n f l i f (he re in n i o r r i l t ; o i . u i ' 1 s l m r - m «.rt H I - M o n the I ' M - M ' I I jir» I I I I « - « . 
o r m t m i v M I I J ; I O (ttMih-il u n i t f r o m vvnir.'-, t i v r rn^p C*IVIT<-<I hon-hv m a v f t * i»ooli* i | u r u n i t i z e d . T o o t r r m " i j i i * * w e l l " M ' M M i i i ' - ' i ' . i , * r . tp j i l iU* o f | i rodu**n i i ; i i a l n r i d 
Cns, r o i t i l c n v i i i f o r n n y K i t ^n t i - i Milisinn<-4< an . I w - l l * i i J H - . I JIS i r a i w r - l u hv n n y i : o v c r m i i r i i l n t u n l l i o r i l v I tuvn iK i t iM-. , lu- i i '»u. ' I In- r r < p n i r n i t ' n t f o r ili«« p a v n u o t t o ( 
wic i t Hh i i i - i u f ;a a ; w- ' l l n i v n l t y i.-t i i ; f v i * : i : m t » n d not n r o t n i i t i o n un i t Iho ( a l l u r e to i n i i ke l i n u - l y p a v m e n t I h e n ; do* f f ; t i t i n n o i v - * n l iU<>-tmi) n l i . i n - i Tor the i m l o -
i i m t i c t i ' m i i i i i t t i - i n » ' t h i s li'its**. N i - lw i t hs ta iKhn r r '»nv p rnv t sn .n h c r i ' i n to H I P r o n l r i i r y w i t h r r i ; u r . | t n ' . l i i t l i n J;II-* ' .•••Mi. t h * «« i< l ' ' t i * ' r o l it N I I U I H I I IT its »v<ll u n t in* 
Ic ik 'c i l ptcuH'M's f iha l l n u t hr* u l m s i * fo r c a i t i n u i n t ; .hi.'* h'/iso i n for t o Jind c l f o c t f u r m o r o t h a n t w o rnii-vCNMlivr OIM* y . * r m r io i l r . I M - V O I H I the p r i m a r y l i * n n . 

4. I f i i c t un l d r i l t j n r ; operu' . iunN nnr n o t c r i i H i u - n i c d u n f*oid l u n d o r n n l i m d p o u l v d U i c r r w i i h m i n r I t e f n r r m i e ( I ) y<*ur f r o m l h i » d a l e , t l i iw l eas r i d ' i d l l e n t i l -

tiuto an t t , h o l h nnr l i *^* , u n l c s i u n o r hcfur«t i-n« t l ) y.^ur f r o m th i s da le .wetTa u l tu l l p a y o r l ende r t o t h o lussor d r e t i t u l n f . , . . 
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w h i c h sha l l f i . v r r (ha [ i i i v i l c m * o f i l r k - r r i n f : m n i n i c n c c m c n l n f Ni t rh n |>ern t ion i f o r n t w r i o d o f t w e l v n m m i t l m . I n l i k e i n u n n r r m i d \ t \ * m Jilcr* pnvini 'nt .H o r t r n i l r r * . 
ftnnuatly, I I M I conm.cnc«nvont o t sa id n p c i u t i o n n m n y l w f u r t h e r d e f e r r e d fa r m i c c e u i v o p o r i o d a n f Ui« nmi \« i m i n h e r n f mnn l l vs , e n d . Uvicmj j t t tn p m u . u y t e r m . 1'uv-

mmt or irmir-r m«v \» nwuio lo tho i««r or lo the F i r s t C i t y N a t i o n a l •- ! l a M k o l M i d l a n d ; ..Texas-, - - -.v., 
w h i c h h u n k , o r any Mir-ct-ssor I h r r t ^ . f , s h a l l f o n t i n u o to \>f the n f i cn t f o r Iho lessor a n d l rwsor '« nucrensnrM a m t nsstKMS. I f m i r l i I m n k \ r r » n y Hdcressor hank I .sl i . i l l 
f a i l , l u i u i d u t r . o r he m c c v t ^ l n l h y a n o t h e r h a n k , o r f;. a n y reason f a i l o r r e l uxe to n r c e n t r r n t t i t . l * . ^co f h a l l no t Ur h e l d i n d e f a u l t u i i l i l t h i r t y i.'MH d a y s i i ' l .>r 
k- isor Mint I i k J i v c r t n hvi'U'c a r r c o r d a h h t i iw lnmi<?nt n i a k i u i f n rov i - oon f u r n n n f h r r m r l h o d o f p a y u w n t o r .under , a m i m i y d t -ponHory i' iuio:«* is t* l i u h i l i t v o f t in* h-N-«tr 
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Uio r e i i t n l p a y i n g da l i t . - • : { , - . ; , \ K . j -i *,> \ > ; - , f • - , • . . j , f c f ( i . ; > 

f t . Li<ft.<.rfi is hc rehv p r . m d ' d Iho ricltl l o p o o l n r u n i l i z o I h k lea. in, tho h i n d r o v e m l l i y I t n r n n y p n r t the reo f w i t h a n y o i l i e r I n n : ! , t e n * * , l i ' i i s i - i . m i n i m i «-<lntt-i. 
o r po r t s thr rcsf f f o r tho p r o d u c t i o n of u i t o r RUM. U n i t s |N»i lcd f o r o i l he reunder ahn t t n o t exceed f o r t y ('10) acres p l u s n t o l e r n u r o o f ten ( H T t v n t I H I " , ' I t lu ' r t *of . a n d 
u n i u pt to ted f o r pnM hcrx- tnnlcr N I I I I U n o t execcd nix h u n d r e d I m t y { \ \ \ \ ) \ n c r r * p h i s n t n l e rnnco u t ten pe r cen t ( I I I?, ' , ! t he reo f , f*«**.se** i th id l f i l e w r i t t e n u n i t d * - . i | , n . i -
t i ons i n tho c n u n l y i n w h i c h the p r n m s c * are l oca ted , . i n c h u n i t s m a y IK? i l cH l fp i i i t cd e i t h e r be fo ro o r n i t e r tho c o m p l e t i o n n f w e l l s . * l l i e n i l i n * nr r * ' iu :e iM*o l rd i n l o H 
u n i t sha l l ho t r e a l r d f o r a l l pu r [»ows , except tho p a y m e n t o f r o y a l t i e s o n p r n d u c l i n n f n i i n tho p o o l e d u n i t , us i f i l we .o i n c l u d e d i n t i ns \rn*t*. N o t w i t h s t a n d i n g a n v 
p n i v i s i o n i n I h U totwc l a t h o c o n t r u r y , ne i t he r o p e r M i m ^ n i t o n no r p r o d n r l u m ( r u m n o r t h o ex is tence o f a n h u l - i n Rt\s w e l l u n ncrcnRe t too lvd i n t o a u n i t n *u ; i r t l h * * * i 
o f whe the r s i ieh u n i t twi f o r m e d u n d i T the i r n n s hereof o r l»y Rovo rnn ien t i d n u t l i o r i t y j K I I I I I I ho deemed o p e r a t i o n * , p r o d u c l i x n o r Ihe c* i *U*nnr o f n s h u t - i n 1,'an w e l l , 
m t f f i e ien t t n r o n t i n u o t h i n leuso i n fo rce ns to ncre:i|,'e covered uv t h i s lease n n d n o t I n c l u d e d i n such po<ded u n i t even t h o u g h « i i r h 4 tpcn i i i r i ns t p m d i i r d o i i o r - i l n t t - i n 
Kits we i l i n o y he locale* I o n In in l i n c l u d e d i n t h i s len<r>; s i m i l a r l y , n e i t h e r n|>e r u l i o n s U|Kin, p m c h i c t i i n i fr* : u , n o r the loco I n n o f a *>hut ' in «ris we l t o u airi'iU**-* n o t 
inr l iMk**! i n HUCI I poo led u n i t .shall lu* M i f f i c i e n t to e o n l i m i e th i s lcn.«c I n fo rce its t n acrenpo i n c l u d e d i n n n y M ich u n i t . I n l i e u o f t in* r o y a l t i e s l i ' i e i u p r o v n h " ! . 
lessor r ih i t l l r n e i v a o n | i n i d u e l i o i i f r o m a u n i t so | i » o | f d o n l y woch twi r l i o n o f the r o y a l t y al i n u l a ted h e r e i n rci tha a m o u n t o f h i * ac rcago p i a m I I n Ute t : i u t u r ht 1* 
r o y a l t y m l u r e h l t he re in o n a n ucrcaKf ha sis l iears Ut tho t n t n l ucrni i | ;n no f i ou led I n t h o p a r t i c u l a r u n i l I n v o l v o d . >• , '. . 

d . I f , p r i o r I n d i s c o v e r y o f o i l n r irns o n r*nid l a n d n r l a n d p r n d r d f h o r e w l l h t e v i r a s h o u l d d r i l l a n d n h n n i l o n « d r v ho ln o r l m l « t h e m m , n r i f . i d l e r di-ir«iver\» 
of ni l o r (jus, the p r n d i i r l i n n thereof I> I IOM| I | feast* f r o m n n y cause, th i s lease ahu l l n o t t e r m i n a l s I f lesaro c o i n i i i e u r o t r uwn rk i i i f t o r a d d i t i u i t u l t l r i l l i i i i ; o |N* ia i tous w n l i i i i 
h i i l v Midi i l . iy i t Ih i ' re .d re r . o r ( i f i t ho w i t h i n Ihe p r i m a r y l e i t i i r cnmme iHTs n r resumes t l io p a y m e n t u r h m d e r u t ren ta l s o r t s m m u - i n r s op4<c.i t ioni h o d n l l i m : i>r 
r t w o r k i n g o n o r ln - lo ro the i c n t a l p a y i n i t d a l e nex t e n t u i n c i d l e r the e x p i r a t i o n o f n i i t y tf*0> d n y a f r o m d a t e o f c o m p l e t i o n o n d a h u i i d o n n i r i i t o f Maid i l r v hol t* o r 
|ioh«« n r tho ee^nat io i i o f p r o d u c t i o n . I I n d r y ho la i t c o m p l e t e d a m i n l i i i nd i i nad a t a n y t i m e d u r i n g t h o las t f o u r t e e n ( M l m o u t h s o f the p r i m a r y t e r m a n d p r i o r 
t o d i scove ry o f o i l o r ejus o n j .n id l a n d , no ren ta l p a y m e n t o r o p / - a t Ions n ro ncceo-sary i n o r d e r to keep t h o len«e i n fo rce d u n OR t h e r e m a i n d e r o f t h e p r u t i a i v l e r m . 
( f . u t tho c x p i r a t u m o f the p r i m a r y t e r m , n i l u r i:as in n o t U' ir t t f p r n d u c e t l o n m u d l a n d o r l a n d p o o l e d t h e r e w i t h I m l l o v t r * \% t h e n enKaget l m n c t t u d t l n l l u i K npvr> 
a l Ions o r Iho rcwor l t i n t r o f n n y we l l o n sa id l a n d o r l a n d poo led t h e r e w i t h , Ih l . i lea no M I I I I I I r e m a i n i n fo rce I n n r c o r d u n r e w i t h i t s t e r m s NO l one as d r i l l i n g o t r ewo rk * 
inir of>eral inns a re pn^ tMs i ted f w h e t h e r n n Ihe Haunt o r d i f f e r e n t we l l s ) w j l h no eeasn l i nn n f m o r e t h a n a i x t y ( l i d ) cnaseeu t i v * t h i v s , a n d i f t hey i r s u l l i n p n n l u r t i o u . 
u i lonf f t l i e r n i f l r r tvi o i l o r if it** js pr>Mluee<| f r o m n. i id h m d o r l a n d imo le i l t h o i e w l l h . I n t h o even t a w e l l o r we l l s p r o d u c i n g o i l o r cus i n pay i n c i p i a n t i i i t - i i d i o t i h l 
bo d r a i n i n g iho Icu.se*I p rem ises , h- fox i ai;reon t n d r i l l «uch o l f : io t welLs ns a r e i w o n n h l y p r u d e n t o p e r a t o r w o u l d d r i l l u n d e r tho same o r » i m i l n r c i r c n m s u i m v - t , 

t , Tj"t:teo nha l l havo f r n t U M nf n i l , cos , n n d w a t e r f r o m na id l a n d , except w a t e r f r o m l e w o r ' a w e l l s n n d t a n k s , f o r d r i l l i n g n i t c r n t i n n s (hu t n o t f o r r e p r r t u t r -
in jc, pr t -en i ro m a i u i c n n i i r a , c y c l i m r , t \ r necuu i ta i y r**<sivery o p e r a t i o n s ! a n d tho r u v a l t y ahaU he c o m p u t e d n l t a r d i t l u c t i i u t a n y so u v s l , U*H>MV n h n l l t h e i t i t h t a t 
anv tint.* dining or after (ho expiration of (his hn.m In rrmovr all properly and fiilures pin red hv lessee on Nidd l.md. inch i< Mm; the ncht In diaw mid r<'tn «*e ell 
r~asiuf;. When rtvpifiled hv lessor. le-iM-e Jthnll bury ni[K:lhtt-i below plow depth. Nn well Hindi |M* drilled nearer than I'lX) feel lo anv Mlnirlure on said pi finite* w,th*ait 
(h« wrillen eoii'.eiit of leiitor. l^t^seu nhall pay for diuiiiiRi-* ciuiscd liy its o|ierntinuj| |u [mpmvenienLs, liventnck, forn«e, and tjruwmjr cm|M on nan| lain). .• 

fl. ' H i e r i j ;ht- i o f e i t h e r p n r l y l i e rennder m n y bo nvn i rned i n w h o l e o r h i p a r t n n d Ihe p r o v i s i o n s hereo f s h i l l e x t e n d I n Iho he i r s , r x m i l n r s , a t h n i t i i - t r a l n r * . 
HUfVf- ik i rs , a n d as . Igns . b t l t nn r l iai i( ;r* o r d i v i s i o n i n o w n e r s h i p o f the l a n d , rnnln l .s o r r o y a l t i e s , howeve r nceom p l i shed , .shall n | te r» le t n e u h i r c e t h e o l i l u ; n l e m t o r 
d i m i n i s h t int n c h l s o f h-ei<t*, N o h u r h ehai iRo o r d i v i i i m t i n t in* ownerHfop " f Ihe l a u d , ren ta l s o r r o y a l t i e s Nhal l t in h i n d i n i * U { K > I I N-^-.IH- f t i r a n v p u i p o > e t i o l i l Mieh 
tNtrsiii i ne i | t i i r uo ; a n v in te res t has fu rn inh i ' * ! les-^-e w i t h t f io I n s t r u m e n t o r i n s t r u m e n t * , o r r e r l i f t e d *>opies I h e n s t f , r o n s t i l u l i n i ; h i s eha in o f t i l t e f r o m (he »»rii:io d 
I m v i r . I n lln> event o f nn a s s i j - i n i i r n : of l h : s MMMU ns to a aeifrCKii lei l p o r t i o n o f u n i d l i m d . the ren ta l s p a v i d d n h e r e u n d e r s h a l l 1st ap i>or t ion i ' d as I «e I ween (he ^ - v e r a l 
I , i n I . ( owners r a l a h l y neen rd im : to Iho H i i r fa re urea o f each , n n d d e f a u l t l u r e n t a l p a y m e n t b y ono Hindi n u t i d f e r t (he r i f i h t s o f o t h e r l e a v h o h l O W I U M S he reunde r . 
I I levAs* o r n-.'iii;neo of p n r t o r pn r ta hereof Nhnl l t a i l o r i n a k u de fau l t In I h e p a y i n r i U n l Iho p i n | h i r l i i m i i i i » p a r t n f the ren ta l s dm? f m n i r-ueh h"*:ee o r i iv.u;iM<f n r 
f ad to (S imp ly w i t h a n v o i l i e r p r o v i s i o n o f Ihe leni io, nnch d e f a u l t ahu l l no t n f f i s * l t h i s leono i n ou f u r its i t r o v e n i n p a r i n f K I M I l i uu t * it|M«n w h i c h le»s«i* o r n n v 
H'.ki);nrti I he re id nha l l innlco p a y m e n t o f mi i d rnn lah t . 

! i . I j - e t n r hereby wnrr . i i i t .s a n d nurees In de fend the l i l l o I n / .a id h m d ns h i p e r a n n i r l n l m t n i r b v , l l i *s t i i i ;h n r u n d e r b - i t n r b u t i«»l u l h e n v i i e . a m i n*;*"*** ' b a t 
l r r . e e . n l i ts o t i t i o u , I I ' K V <hsf l in rce n n y t m , m n r l i p i f ' f , o r o t h e r li<*n U | M I I I M I I ' I ! h i n d , n n d i n t in* i -veid levus* does ho. i l s h i d l be suhn>iMte. | t o - .urh l i e u w i t h the i u ; h l 
(o i-nforee same n n d n p p l v r - n l a | s n n d roya l t i es i i r e ru i i i i f he reunde r h i w a r d sa t i s f y l i i f f Maine. VVIth i in t i m | i a t n i i e i i l o f 'enhis-'s r i i j h l s u n d e r t h o w a n . i n i v i n l f - r even l 
i d l a i h i r e u t t i d e , i t i t agreed t h a t , i l lessor nwns nn i n t ?rest i n :»nid h m d h'ss t h a n the m l i r n fen d i m p l e i - i h i l « (hen the r o v . d l u - i n n d rent d s p a i d b - . ^ i r s lo i l t 
IM< re. lueed p r o p o r t i o n a t e l y . S ' l n u h l a n y ono o r m o r e o f d m p a r t i e s u i i t ued nbuvo n i Icusora f u l l t o c x e n i f o t h i s ieaso, i t Mhall never theless U* b i u d u i K i i |«»n l l t e . f i u l v 
u r par t ies F X i s u t u i i ; tho m ime , • . • , 

. . i 1 ' * ' V. ' r i , , n , , v w n r herea f te r covers n n v h m d i n w h i c h Iho n w n e n h ' p o f Ute nU a n d (rna r s t a t o d i f f e r s , e i t h e r ns t o persons l i m - l u d i n i ; |«.«r*^ei. d . - . i i ; u i i l ed 
as T j - . s o r " ) ttr I U U O U I I I M , f r o m t h a i n* l o a n y o l h r r | i . i r l o f the leieied p r e m i i t i s , n n ( too l in f f o r u n i t i z n t i o h n l m y n l t v i p l e r i ^ l s its I w l w t ^ n m i v ' . in- l i l . u n l i i t • n i e i i d i s l 
o r sha l l Im im f i l o - ' l o r r»*sidt m e r e l y ( r o n i tha i n r l u i i n n u f Niieh lands w i t h i n I h l i leu- ie, n o r »hn l l tho t 'Kecutuut here«d n m m m t l o nn o i l e r l o ne.v o w n e r o f iMUi e n s n i -
u v o in terest t n el leet m u h it jwH)lmi» h y tho r a t i f i c a t i o n o | i h i i i n s t r u m e n t . 

. . . M* '•'*s.*1** i*. I ' s /h la ttureesMrtrs a n d a s s l ^ n t , sha l l have Ihe r i i : b l a t a n y l i m e to a u r r r n d e r t h i s lens*i, | n w h o l e o r i n p e r l . I n lessor o r Ids h e i r * a n d a v n t i n s bv 
de l iver in i t o r m a i l i n g a re l en t * f l i e rno l In D I M Ivsnor, o r h y p l i t r i i t « a relensa thereof o f r e c o r d I n Iho c o u n t y 111 w h i i ' h s n i d l e n d is n i t u . t t r d ; H n - r r t t | * m lessis* situ 11 l*> ! 
r r l t eve i i ( m o t n i l s u W m i a n t oh l lKa i l ons . e i p r m s o r I m p l i e d , o l l i d s nf f reenient as l o tha a c n a R o ao a u r r e u d n r r d , u i i d I h e i f i d t . ' f (ho re i t l u l s p n v n l d e b e r i u m l e r v l m l l I-* 
rednerd i n th« | i r o p u r l t o n (hnt the n n e m u * covered h e i e h y I H re i l i i r e i l b v na ld role K M o r ro le iuo i ) . 



12. Anything to the contrary notwithstanding, i t is agreed and understood that: 

a. At the end of the primary .term, or at the expiration of operations 
Cor d r i l l i n g or reworking any well on the land covered by this lease 
or on land on which this land is pooled or unitized, whichever is the 
later date, Lessee must continue to d r i l l wells on the above described -•»., 
leased pr&niscs or on Land on which this land is pooled or unitized 
provided that operations Cor d r i l l i n g each well must be cormionced no ,» v?a ; , , 
more tlvin one hundred twenty (120).days, after completion of tlie Inst;.- >v.*.;. »-;i-̂s 
well drilled. I f at any time more than 120 days shall have elapsed, 
after completion of such last well drilled, and Lessee has not commenced ' 
operations for the d r i l l i n g of;, a subsequent:well., then in tint: event, ''TSI^^j-
this lease sliall terminate save" and except as to the acreage dedicated * ' " * : 
to said well(s) in accordance with the min imum snacing ruLes of "the New Mexico"'"; 
Oil and Gas Conservation Corrmission.'" Time saved between one well or ' * Y .*r—• ' 
wells may be accumulated and used to extend the time between any other' 
pair of wells. Lessee shall designate the acreage to be retained by "* •<• 
instrument filed for record in the county(ieR) named in this Lease..Lessee, w.v 
nhall incur no penalty for failure,,(.o +dril.l _any. well other..than. the .„..,. 
loss of this Tiea.se except as to each unit designated above or as to 
each proration unit upon which' there'is'a' producing well. 

b. Should a hole be lost during the process of d r i l l i n g of any of said 
wells by reason of blowout, explosion,'.heaving shale, excessive pressure, 
mechanical, d i f f i c u l t i e s , or any other-cause beyond tho reasonable 'control-••-•» -
ol: Lessee, then Lessee bhnll have the privilege of d r i l l i n g an "in ~ • — 
lieu of" well provided that commencement of operations for the d r i l l i n g r- ~,T~ 
of said "in lieu of" well is within ..thirty (30) days after tho abandonment 

r of said prior well, ar .l when so drilled,' such " i n lieu of" well w i l l - • • 
meet the well-drilling obligations herein provided as to such well.' " 

. . . • . •! • ' * 4 ' + <v . ;• •" • • ; v., . . r'1 

c. I t is understood and agreed that the' completion date of'a well shall •"'> 
be construed as the date on which the o f f i c i a l potential test is taken 

"for the New Mexico Oil and Gas Conservation Camission, or the datc'r.'.-T"""" 
on which such well is plugged i f . the .same is.sa dry hole. 

•t 
*' 
X 

d. At the expiration of the primary term hereof, or at such time as 
this lease expires in part after extending same under the d r i l l i n g , , 
reworking or continuous development provisions of this lease, whichever 
is the later date, this lease shall terminate as to a l l horizons one ~—-
hundred feet (100') below the deepest producing.horizon in each spacing unit.-—~ 

e. Lessee sliall notify Lessor of iihy"assignment of this lease and shall provide 
Lessor with a copy of such assignment. . . 

... ... ' ^ . r , ^ ^ ; f n ' >:?•'"• ••' < ^ ' ~*̂ ":T?s-;*;r̂ r*r*--
f . Royalties due under this Lease shall.begin'to be paid by the first-nurchnser-
within 60 days after f i r s t sales and i'shall, thereafter be paid monthly. I f . 
royalties are not so paid, they shall cam interest at the rate.of 15% per •-— 
annum un t i l paid. • ••' r • — 
g. Other provisions: v ' ^ l i -Vw-v- - -v . 

(1) For the purpose of - calculating,, royalty payments, hereunder,,,.*, 
market value" shall, include any monies received by lessee' in ' ! 

the form of tax rebates. '.'.'<<. 

13. Lessee agrees Co notify Lessor when a test: well IF. spudded on the land covered by 
this lease or pooled therewith, and Lessee agrees io furnish Lessor a location plat" 
and d r i l l i ng report •: with rosprel; lo eacli such well . 1 

C. 7. (,«—..(.. 
K. T. Anderson, IV, also known as Pi,;; '»d 
Edmund T. Anderson, IV, , individually', 
and as Independent Executor and 'I'J-UJ;tee i 
under the Wills of Kdmuiul T. Anderson,; I I I , 
also known as E. T. Anderson, . I I I , Edmund 
Anderson, and E. T. Anderson; and L i l l i a n 
Anderson, also known as L i l l i a n Gartin 
Anderson, and L i l l i n n G. Anderson> f ... 

, ' ' ; ; i /-it. ; ' ."v'-'wt ? . v, 

T 

• ̂ 
m 

Report a l l income., e 
th i s Lease under ; t h 
of Edmund T.:! Anders 
Tax I.D.f75-6304688 
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FOItM OK ACKNOWLEDGMENT KOU COHPOHATIONS 
Till-: STATK OF TEXAS 

O l l i n t V of . 

I I Ni>t:iry I'uMie in mill fur ilii! Covuily of 
appeared 

BEFOHIi MR _.. 

. _ , nnd State of Texan, on tliu clay personally 

known Ui mo lo be tha parson 
whine name i i Milisorilx'il tu the forecoinR instrument ns . 

niul ;irl;imwli'ili:i'il In nn< tli:it In- cxoiMili'il the xiiinn fur tho puipostvi unci ciiMMuli-nilion therein expressed, and an the act nnd cleoil y 
i>( A M _ , J . J ' • ;- . . • _. 

Given under my liiiml niul HI-MI of office on this tlio ' . t iny «f A. D.19_ 

Nnlnry I'tihlie in niul for .. .County, Texas. 

SINGLE ACKNOWLEDGMENT 
TIIK . TA IT. OK TEXAN ) 

COUNrY OF MIDLAND J ; : . 
Tlic foregoing instrument was aclcnowlcdged before me on the 19th day of Ju ly 

19 88 , by 15. T. Anderson. IV ; 

FR/ NCES A. FirMINO 
Noilly Public, SUta «l iWt 

My C«mni,»iilo» Upliu UfL 10. IS. 

• Notary Public for the State ot̂ L'ex exas 
Notary's Printed Name: pAAhtats A i ' F l £ A 1 

•• Notary's Commission Expires: y-sflo-gg 

SINGLE ACKNOWLEDGMENT i i . j . 

HE STATE OF NEW MEXICO 

COUNTY OF 
' ' • • , '-•••<..•-. I ~ • i'. . .. . •, < 

; • rft>..i- . i * < ! r - ! / W - M . ' M 

; • *v . i j . . l ( 1 > i • 

_•> o i v "!__! K Y * » ( . ' Tlie foregoing instrument, was aclcnowledged before me this day o f " 
19 , by • "• _ 

! I I I - < . . . 

Notary Public in and for 
'County New Mexico. 
'. Notary' s<Printed Name: 1* 11,11,1, . | . . • i f f V ! , , r 

Notary's Corrmission Expires: 

THE STATIC OK TEXAS 

County of 

SINGLE ACKNOWLEDGMENT 

V ".'.' BEFORE' MU. Iho umloraicncd authority, on this day personally 

appeared 

person whoso name ia/nre subscribed 
for the purposes unci consideration therein 

r \ — . known to mo'tp bo tho 

r.ivi'ii miller my hand and neal of officii on this Iho 

id to tho foregoing instrument and acknowledged In mo tha{'_-hcVth.cy executed the same 
in exprexscd. . ' ..r.^t*), 0 J • J ^ . . • 

« on this tho day of , O • ' -• •— A.D. 19 . ,. 
. v , . ^ H | { \ Q . ) / . ' . , ' . •! 

Notary Public in and for . 

o 
u 

•> < ' , 0 ' - County. Texas. s 



March 1, 1994 
C e r t i f i e d M a i l 
Return Receipt 

J e r r y L. 
P.O. Box 
I gnaci o, 

Young & Donna M. Young 
4£1 
Colorado 81137 

Re: F e d e r a l 3£-6-9 #1 Well (7. 158196'/.) 
E/£ S e c t i o n 9, T3£N, R6W (£79.40 acres) 
San Juan County, New Mexico 

Dear Mr. & Mrs. Young: 

C o n s o l i d a t e d O i l & Gas, Inc. ("Consolidated") a c q u i r e d t h e 
i n t e r e s t o f Richmond Petroleum I n c . ("Richmond") i n t h e F e d e r a l 
3£-6-9 #1 W e l l , e f f e c t i v e January 1, 1994. T h i s w e l l has been 
s h u t - i n s i n c e i t was f i r s t d r i l l e d i n 1990 and has yet t o q u a l i f y 
f o r t h e I n t e r n a l Revenue Code S e c t i o n £9 t a x c r e d i t . 
C o n s o l i d a t e d i s c u r r e n t l y d e s i g n i n g a gas g a t h e r i n g / w a t e r 
d i s p o s a l system which would e v e n t u a l l y be extended southward from 
Colorado t o s e r v i c e the Fe d e r a l #1 and o t h e r w e l l s l o c a t e d a l o n g 
th e New Mexico border. We c u r r e n t l y hope t o have t h e w e l l 
completed, equipped and t i e d i n t o t h e g a t h e r i n g system by October 
1, 1994. 

Our r e c o r d s i n d i c a t e t h a t your m i n e r a l i n t e r e s t (£0 net acres/l£0 
gross acres, l o c a t e d i n t h e SW/4 NE/4, W/£ SE/4 of S e c t i o n 9, 
T3£N, R6W) was unleased a t t h e t i m e t h e w e l l was f i r s t d r i l l e d 
and t h a t Richmond subse q u e n t l y pooled your i n t e r e s t under O i l 
Co n s e r v a t i o n D i v i s i o n Order No. R-9033. We have no r e c o r d as t o 
whether Richmond ever a f f o r d e d you t h e o p p o r t u n i t y t o p a r t i c i p a t e 
and pay your share o f expenses. S e c t i o n s (7) & (10) o f Order No. 
R-9033 read as f o l l o w s : 

(7) The o p e r a t o r i s hereby a u t h o r i z e d t o w i t h h o l d 
the f o l l o w i n g c o s t s and charges from p r o d u c t i o n : 

(ft) The pro r a t a share o f reasonable w e l l c o s t s 

i n t e r e s t owner who has not p a i d h i s share of 
e s t i m a t e d w e l l c o s t s w i t h i n 30 days from t h e date 
the schedule of e s t i m a t e d w e l l c o s t s i s f u r n i s h e d 
t o him. 

(B) fts a charge f o r t h e r i s k i n v o l v e d i n t h e d r i l l i n g 
of t h e w e l l , 156 percent o f t h e pro r a t a share o f 
reaso n a b l e w e l l c o s t s a t t r i b u t a b l e t o each non-
c o n s e n t i n g w o r k i n g i n t e r e s t owner who has not p a i d 
h i s share of e s t i m a t e d w e l l c o s t s w i t h i n 38 days 
from t h e date t h e schedule o f e s t i m a t e d w e l l c o s t s 
i s f u r n i s h e d t o him. 

410 17th Street, Suite 2300 • Denver, Colorado 80202 
Telephone: (301) SW-1225 • Facsimile: (MW) 8«3-(W6 

a t t r i but a b l e t o each non—c o n s e n t i n g w o r k i n g 
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(IO) Any unleased m i n e r a l i n t e r e s t s h a l l be c o n s i d e r e d 
a s e v e n - e i g h t h s (7/8) w o r k i n g i n t e r e s t and a 
o n e - e i g h t h (1/8) r o y a l t y i n t e r e s t f o r t h e 
purpose o f a l l o c a t i n g c o s t s and charges under 
th e terms o f t h i s Order. 

Due t o t h e amount o f t i m e t h a t has t r a n s p i r e d s i n c e t h e w e l l was 
f i r s t d r i l l e d , C o n s o l i d a t e d plans t o f i l e an a p p l i c a t i o n w i t h t h e 
O i l C o n s e r v a t i o n D i v i s i o n t o have t h e Orders v a l i d a t e d and 
amended t o name C o n s o l i d a t e d as o p e r a t o r . 

In an e f f o r t t o a v o i d a f u r t h e r p o o l i n g o f your i n t e r e s t by t h e 
O i l C o n s e r v a t i o n D i v i s i o n , C o n s o l i d a t e d hereby o f f e r s you the 
o p t i o n o f 1) p a r t i c i p a t i n g i n t h e w e l l f o r your p r o p o r t i o n a t e 
w o r k i n g i n t e r e s t , or £) l e a s i n g your i n t e r e s t t o C o n s o l i d a t e d on 
the f o l l o w i n g b a s i s : 

ft) Primary lease term o f one (1) year, 
B) R o y a l t y o f £0"/., p r o p o r t i o n a t e l y reduced, 
C) Bonus c o n s i d e r a t i o n of $60.00 per net acre. 

I t i s C o n s o l i d a t e d ' s c o n t e n t i o n t h a t your e l e c t i o n t o p a r t i c i p a t e 
would f i r s t r e q u i r e you t o reimburse C o n s o l i d a t e d f o r your 
p r o p o r t i o n a t e share o f t h e c o s t s a l r e a d y i n c u r r e d i n d r i l l i n g t h e 
w e l l . The t o t a l c o s t o f d r i l l i n g t h e w e l l was $139,748.88 which, 
when m u l t i p l i e d by your p a r t i c i p a t i n g i n t e r e s t o f 7. 158196"/., 
would mean a reimbursement t o C o n s o l i d a t e d o f $10,003.50. 
Richmond's d e t a i l e d c o s t summary i s enclosed f o r your r e v i e w . 
C o n s o l i d a t e d ' s AFE and w e l l p r o g n o s i s f o r t h e next phase of 
c o m p l e t i o n work i s a l s o enclosed. 

Please n o t i f y C o n s o l i d a t e d o f your e l e c t i o n t o e i t h e r lease or 
p a r t i c i p a t e on or b e f o r e March 18, 1994, by f o l l o w i n g t h e 
procedures d e s c r i b e d below and u s i n g t h e enclosed s e l f - a d d r e s s e d , 
stamped envelope: 

1) To i n d i c a t e your e l e c t i o n t o lease under t h e af o r e m e n t i o n e d 
terms, please s i g n below and r e t u r n one o r i g i n a l o f t h i s l e t t e r 
t o C o n s o l i d a t e d . C o n s o l i d a t e d w i l l p r o v i d e you w i t h a lease f o r 
e x e c u t i o n w i t h i n one (1) week of our r e c e i p t . 
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£) To i n d i c a t e your e l e c t i o n t o p a r t i c i p a t e , please sign the AFE 
and r e t u r n one o r i g i n a l along w i t h a check, made out t o 
Consolidated O i l & Gas, Inc., f o r $13,3£4.9© t o cover past 
expenses and the estimated cost of the work t o be performed under 
the AFE. 

Sincere 1y, 

P h i l i p G. Wood 
Land Manager 

PGW:1m 
enclosures 

I/WE ELECT TO LEASE UNDER THE AFOREMENTIONED TERMS. 

BY: 
Jerry L. Young 

DATE: 

BY: 
Donna M. Young 

DATE: 

A SENDER: Complete items 1 and 2 when additional services are desired, and complete items 
— 3 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 vou. The return receipt fee will provide you the name of the person delivered to and 
the date of deliverv. For additional fees the followino. services are available. Consult postmaster for fees 
and check boxies) for additional service(s) requested. 
1. • Show to whom delivered, date, and addressee's address. 2. • Restricted Delivery 

(Extra charge) (Extra charge) 

3. Art ic le Addressed to: 

JERRY L . YOUNG AND • 
DONNA M. YOUNG 
P.O. BOX 421 ; 
IGNACIO, CO 81137 

4. Art ic le Number 

P 3 ^ 5 ^ 
3. Art ic le Addressed to: 

JERRY L . YOUNG AND • 
DONNA M. YOUNG 
P.O. BOX 421 ; 
IGNACIO, CO 81137 

Type of Service: 

D Registered • 0 Insured 

-CTcertified-* • COD • 

• Express Ma« " • ^ ^ r c h l n S f i l e 

3. Art ic le Addressed to: 

JERRY L . YOUNG AND • 
DONNA M. YOUNG 
P.O. BOX 421 ; 
IGNACIO, CO 81137 

Always obtain signature of addressee 
or agent and DATE DELIVERED. 

5. Sig/& :ure — Addressee yf ^^Addressee's Address (ONLY if 
' requested and fee paid) 

>: > ; i l ' . ' . i * . i i i 1 
; i i m m m i 

6. Signature — Agent ( / S \ 

^^Addressee's Address (ONLY if 
' requested and fee paid) 

>: > ; i l ' . ' . i * . i i i 1 
; i i m m m i 

7. Date ofBel iye^?, . / . j j : s 

i ^ r y y ^ k / i i i i i i i i 1 i i 11! i I 

^^Addressee's Address (ONLY if 
' requested and fee paid) 

>: > ; i l ' . ' . i * . i i i 1 
; i i m m m i 

^ 0 1 1 * r , r ' l p l ' O , •• • - i i r- i r o ^ ^ ' . o n n r . r f T i n n r T l i r r i " r n r i r . - r 



March 1, 1994 
C e r t i f i e d M a i l 
Return Receipt 

Mr. Manuel A. Rodriquez 
9£95 S. K a l i l D r i v e 
S c o t t s d a l e , A r i z o n a 85£&C 

Re: Carnes 3£-6-ll #1 Well (0. 1870£7"/«) 
S/£ S e c t i o n 11, T3£N, R6W (3£0.00 ac r e s ) 
San Juan County, New Mexico 

Dear Mr. Rodriquez: 

C o n s o l i d a t e d O i l &• Gas, I n c . ("Consolidated") a c q u i r e d t h e 
i n t e r e s t of Richmond Petroleum I n c . ("Richmond") i n t h e Carnes 
3£-6-ll #1 W e l l , e f f e c t i v e January 1, 1994. T h i s w e l l has been 
s h u t - i n s i n c e i t was f i r s t d r i l l e d i n 1990 and has yet t o q u a l i f y 
f o r t h e I n t e r n a l Revenue Code S e c t i o n £9 t a x c r e d i t . 
C o n s o l i d a t e d i s c u r r e n t l y d e s i g n i n g a gas g a t h e r i n g / w a t e r 
d i s p o s a l system which would e v e n t u a l l y be extended southward from 
Colorado t o s e r v i c e t h e Carnes ttl and o t h e r w e l l s l o c a t e d a l o n g 
t h e New Mexico border. We c u r r e n t l y hope t o have t h e w e l l 
completed, equipped and t i e d i n t o t h e g a t h e r i n g system by October 
1, 1994. 

Our r e c o r d s i n d i c a t e t h a t your m i n e r a l i n t e r e s t (1.1969 net 
acres/£.3939 gross acres, l o c a t e d i n t h e SW/4 SW/4 NW/4 SW/4 o f 
S e c t i o n 11, T3£N, R6W) was leased a t t h e t i m e t h e w e l l was f i r s t 
d r i l l e d but t h a t t h e lease has s i n c e e x p i r e d and i s no l o n g e r i n 
e f f e c t . P r i o r t o d r i l l i n g , Richmond had pooled a l l non-
p a r t i c i p a t i n g and unleased i n t e r e s t s under O i l C o n s e r v a t i o n 
D i v i s i o n Order No. R-9179. S e c t i o n s (7) & (10) of Order No. R-
9179 read as f o l l o w s : 

(7) The o p e r a t o r i s hereby a u t h o r i z e d t o w i t h h o l d 
t h e f o l l o w i n g c o s t s and charges from p r o d u c t i o n : 

(ft) The pro r a t a share o f reasonable w e l l c o s t s 
a t t r i b u t a b l e t o each no n - c o n s e n t i n g w o r k i n g 
i n t e r e s t owner who has not p a i d h i s share o f 
e s t i m a t e d w e l l c o s t s w i t h i n 30 days from t h e date 
t h e schedule of e s t i m a t e d w e l l c o s t s i s f u r n i s h e d 
t o him. 

(B) As a charge f o r t h e r i s k i n v o l v e d i n t h e d r i l l i n g 
o f t h e w e l l , 156 percent o f t h e pro r a t a share of 
reasonable w e l l c o s t s a t t r i b u t a b l e t o each non-
c o n s e n t i n g w o r k i n g i n t e r e s t owner who has not p a i d 
h i s share of e s t i m a t e d w e l l c o s t s w i t h i n 30 days 
from t h e date t h e schedule of e s t i m a t e d w e l l c o s t s 
i s f u r n i s h e d t o him. 

410 17th Street, Suite 2300 • Denver, Colorado 80202 
Telephone: (303) 803-1225 • Facsimile: (303) 8*)3-0'M6 
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(10) Any unleased m i n e r a l i n t e r e s t s h a l l be c o n s i d e r e d 
a s e v e n - e i g h t h s (7/8) w o r k i n g i n t e r e s t and a 
o n e - e i g h t h (1/B) r o y a l t y i n t e r e s t f o r the 
purpose o f a l l o c a t i n g c o s t s and charges under 
th e terms of t h i s Order. 

Due t o t h e amount of t i m e t h a t has t r a n s p i r e d s i n c e t h e w e l l was 
f i r s t d r i l l e d , C o n s o l i d a t e d plans t o f i l e an a p p l i c a t i o n w i t h t h e 
O i l C o n s e r v a t i o n D i v i s i o n t o have t h e Orders v a l i d a t e d and 
amended t o name C o n s o l i d a t e d as o p e r a t o r . 

I n an e f f o r t t o a v o i d t h e compulsory p o o l i n g o f your i n t e r e s t by 
t h e O i l C o n s e r v a t i o n D i v i s i o n , C o n s o l i d a t e d hereby o f f e r s you 
the o p t i o n o f 1) p a r t i c i p a t i n g i n t h e w e l l f o r your p r o p o r t i o n a t e 
w o r k i n g i n t e r e s t , or £) l e a s i n g your i n t e r e s t t o C o n s o l i d a t e d on 
t h e f o l l o w i n g b a s i s : 

A) Primary lease term o f one (1) year, 
B) R o y a l t y of £0%, p r o p o r t i o n a t e l y reduced, 
C) Bonus c o n s i d e r a t i o n o f $60.00 per net acre. 

I t i s C o n s o l i d a t e d ' s c o n t e n t i o n t h a t your e l e c t i o n t o p a r t i c i p a t e 
would f i r s t r e q u i r e you t o r e i m b u r s e C o n s o l i d a t e d f o r your 1 

p r o p o r t i o n a t e share of the c o s t s a l r e a d y i n c u r r e d i n d r i l l i n g t h e 
w e l l . The t o t a l c o s t of d r i l l i n g t h e w e l l was $££4,616.7£ which, 
when m u l t i p l i e d by your p a r t i c i p a t i n g i n t e r e s t o f 0.1870£7%, 
would mean a reimbursement t o C o n s o l i d a t e d o f $4£0.09. Richmond's 
d e t a i l e d c o s t summary i s enclosed f o r your r e v i e w . 
C o n s o l i d a t e d ' s AFE and w e l l p r o g n o s i s f o r t h e next phase of 
c o m p l e t i o n work i s a l s o enclosed. 

Please n o t i f y C o n s o l i d a t e d o f your e l e c t i o n t o e i t h e r lease or 
p a r t i c i p a t e on or b e f o r e March 18, 1994, by f o l l o w i n g t h e 
procedures d e s c r i b e d below and u s i n g t h e enclosed s e l f - a d d r e s s e d , 
stamped envelope: 

1) To i n d i c a t e your e l e c t i o n t o lease under t h e a f o r e m e n t i o n e d 
terms, please s i g n below and r e t u r n one o r i g i n a l o f t h i s l e t t e r 
t o C o n s o l i d a t e d . C o n s o l i d a t e d w i l l p r o v i d e you w i t h a lease f o r 
e x e c u t i o n w i t h i n one (1) week of our r e c e i p t . 
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£) To i n d i c a t e your e l e c t i o n t o p a r t i c i p a t e , please sign the AFE 
and r e t u r n one o r i g i n a l along w i t h a check, made out t o 
Consolidated O i l & Gas, Inc., f o r $466.57 t o cover past expenses 
and the estimated cost of the work t o be performed under the AFE. 

Sincerely, 

P h i l i p G. Wood 
Land Manager 

PGW:1m 
enclosures 

I/WE ELECT TO LEASE UNDER THE AFOREMENTIONED TERMS. 

BY: 
Manuel A. Rodriquez 

DATE: 
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March 1, 1994 
C e r t i f i e d M a i l 
Return Receipt 

Mr. Richard G. C l a r k 
9295 S. K a l i l D r i v e 
S c o t t s d a l e , A r i z o n a 85£60 

Re: Carnes 3£-6-ll ttl Well (Ci. 1870£7"/.) 
S/£ S e c t i o n 11, T3£N, R6W <3£0.00 acres) 
San Juan County, New Mexico 

Dear Mr. C l a r k : 

C o n s o l i d a t e d O i l & Gas, I n c . ("Consolidated") a c q u i r e d t h e 
i n t e r e s t o f Richmond Petroleum I n c . ("Richmond") i n t h e Carnes 
3£-6-ll #1 W e l l , e f f e c t i v e January 1, 1994. Thi s w e l l has been 
s h u t - i n s i n c e i t was f i r s t d r i l l e d i n 1990 and has yet t o q u a l i f y 
f o r t h e I n t e r n a l Revenue Code S e c t i o n £9 t a x c r e d i t . 
C o n s o l i d a t e d i s c u r r e n t l y d e s i g n i n g a gas g a t h e r i n g / w a t e r 
d i s p o s a l system which would e v e n t u a l l y be extended southward from 
Colorado t o s e r v i c e t h e Carnes ttl and o t h e r w e l l s l o c a t e d a l o n g 
t h e New Mexico border. We c u r r e n t l y hope t o have t h e w e l l 
completed, equipped and t i e d i n t o t h e g a t h e r i n g system by October 
1, 1994. 

Our r e c o r d s i n d i c a t e t h a t your m i n e r a l i n t e r e s t (1.1969 net 
acres/£.3939 gross a c r e s , l o c a t e d i n t h e SW/4 SW/4 NW/4 SW/4 o f 
S e c t i o n 11, T3£N, R6W) was leased a t t h e t i m e t h e w e l l was f i r s t 
d r i l l e d but t h a t t h e lease has s i n c e e x p i r e d and i s no l o n g e r i n 
e f f e c t . P r i o r t o d r i l l i n g , Richmond had pooled a l l non-
p a r t i c i p a t i n g and unleased i n t e r e s t s under O i l C o n s e r v a t i o n 
D i v i s i o n Order No. R-9179. S e c t i o n s (7) & (IO) o f Order No. R-
9179 read as f o l l o w s : 

(7) The o p e r a t o r i s hereby a u t h o r i z e d t o w i t h h o l d 
t h e f o l l o w i n g c o s t s and charges from p r o d u c t i o n : 

(A) The pro r a t a share o f reas o n a b l e w e l l c o s t s 
a t t r i b u t a b l e t o each non-consenting w o r k i n g 
i n t e r e s t owner who has not p a i d h i s share o f 
e s t i m a t e d w e l l c o s t s w i t h i n 30 days from t h e date 
t h e schedule o f e s t i m a t e d w e l l c o s t s i s f u r n i s h e d 
t o him. 

(B) As a charge f o r t h e r i s k i n v o l v e d i n t h e d r i l l i n g 
o f t h e w e l l , 156 percent o f t h e pro r a t a share o f 
reaso n a b l e w e l l c o s t s a t t r i b u t a b l e t o each non-
c o n s e n t i n g w o r k i n g i n t e r e s t owner who has not p a i d 
h i s share o f e s t i m a t e d w e l l c o s t s w i t h i n 30 days 
from t h e date t h e schedule o f e s t i m a t e d w e l l c o s t s 
i s f u r n i s h e d t o him. 

410 1 Till Si reel. Suite 2300 • Denver. Colorado 80202 
Telephone: (303) 893-1225 • Facsimile: (303) Xl>3-0"-l6 
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(10) Any unleased m i n e r a l i n t e r e s t s h a l l be c o n s i d e r e d 
a s e v e n - e i g h t h s (7/8) w o r k i n g i n t e r e s t and a 
o n e - e i g h t h (1/8) r o y a l t y i n t e r e s t f o r t h e 
purpose of a l l o c a t i n g c o s t s and charges under 
th e terms o f t h i s Order. 

Due t o t h e amount of t i m e t h a t has t r a n s p i r e d s i n c e t h e w e l l was 
f i r s t d r i l l e d , C o n s o l i d a t e d plans t o f i l e an a p p l i c a t i o n w i t h t h e 
O i l C o n s e r v a t i o n D i v i s i o n t o have t h e Orders v a l i d a t e d and 
amended t o name C o n s o l i d a t e d as o p e r a t o r . 

I n an e f f o r t t o a v o i d t h e compulsory p o o l i n g o f your i n t e r e s t by 
t h e O i l C o n s e r v a t i o n D i v i s i o n , C o n s o l i d a t e d hereby o f f e r s you 
the o p t i o n o f 1) p a r t i c i p a t i n g i n the w e l l f o r your p r o p o r t i o n a t e 
w o r k i n g i n t e r e s t , or £) l e a s i n g your i n t e r e s t t o C o n s o l i d a t e d on 
the f o l l o w i n g b a s i s : 

ft) Primary lease term o f one (1) year, 
B) R o y a l t y o f £0%, p r o p o r t i o n a t e l y reduced, 
C) Bonus c o n s i d e r a t i o n o f *60.00 per net acre. 

I t i s C o n s o l i d a t e d ' s c o n t e n t i o n t h a t your e l e c t i o n t o p a r t i c i p a t e 
would f i r s t r e q u i r e you t o reimburse C o n s o l i d a t e d f o r your 
p r o p o r t i o n a t e share o f t h e c o s t s a l r e a d y i n c u r r e d i n d r i l l i n g t h e 
w e l l . The t o t a l c o s t o f d r i l l i n g t h e w e l l was *££4,616.7£ which, 
when m u l t i p l i e d by your p a r t i c i p a t i n g i n t e r e s t o f 0. 1870£7>£, 
would mean a reimbursement t o C o n s o l i d a t e d o f *4£8.09. Richmond's 
d e t a i l e d c o s t summary i s enclosed f o r your r e v i e w . 
C o n s o l i d a t e d ' s ftFE and w e l l p r o g n o s i s f o r t h e next phase of 
c o m p l e t i o n work i s a l s o enclosed. 

Please n o t i f y C o n s o l i d a t e d of your e l e c t i o n t o e i t h e r lease or 
p a r t i c i p a t e on or b e f o r e March 18, 1994, by f o l l o w i n g t h e 
procedures d e s c r i b e d below and u s i n g t h e enclosed s e l f - a d d r e s s e d , 
stamped envelope: 

1) To i n d i c a t e your e l e c t i o n t o lease under t h e a f o r e m e n t i o n e d 
terms, please s i g n below and r e t u r n one o r i g i n a l o f t h i s l e t t e r 
t o C o n s o l i d a t e d . C o n s o l i d a t e d w i l l p r o v i d e you w i t h a lease f o r 
e x e c u t i o n w i t h i n one (1) week o f our r e c e i p t . 
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£) To i n d i c a t e your e l e c t i o n t o p a r t i c i p a t e , please sign the AFE 
and r e t u r n one o r i g i n a l along w i t h a check, made out to 
Consolidated O i l & Gas, Inc., f o r $466.57 t o cover past expenses 
and the estimated cost of the work to be performed under the AFE. 

Sincere 1y, 

P h i l i p G. Wood 
Land Manager 

PGW:1m 
enclosures 

I/WE ELECT TO LEASE UNDER THE AFOREMENTIONED TERMS. 

BY: 
Richard G. Clark 

DATE: 




