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Exhibit #A-1

DJ|Resources,|Inc.

Spacing Area Map

1"

_ogan County

Walker Field

REMARKS

Causé Number: 9
Docket Number: 08074UP-16

By: Frank Birkhqlt

June 25, 2008  4:00PM
23

Pooling Area Spacing Area

L\ Area approved for 40 acre spacing is denoted inside the heavy blue outline.

[N Area under consideration for a force pooling action is denoted inside the heavy red outline.
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Exhibit B-1

DJ Resources, Inc.

Logan County
Walker Field

REMARKS

COGCC application lands
reference map

Cause Number: 9
Docket Number: 0807-UP-16

By: John Harms

FEET

June 25, 2008

31
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Cause Number: 9 Docket Number: 0807-UP-16 John Harms
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EX(S);
FOR
ORDER NO(s).

Q- &

BEFORE THE OIL & GAS CONSERVATION COMMISSION
OF THE STATE OF COLORADO

RECE! D
JUL1TO 1 2008
COGC:

IN THE MATTER OF THE APPLICATION )
OF DJ RESOURCES, INC FOR AN ORDER ) Cause No 9
ESTABLISHING FIELD RULES AND FOR )
POOLING CERTAIN INTERESTS FOR ) Docket No 0807-UP-16
PRODUCTION FROM THE “O" SAND )
FORMATION IN THE ARMSTRONG FIELD )

)

IN LOGAN COUNTY, COLORADO

SWORN ATTESTATION

The undersigned, of lawful age, being first duly sworn upon oath, deposes and says that the
facts stated in the wntten testimony of the undersigned, the exhibits and the supporting documents
are true and correct to the best of the undersigned’s knowledge, information and belief

The Application Summary referred to in the written testimony of the undersigned was
prepared by or under the supervision of the undersigned

Dated" _’,‘:un. 3‘: ZM;

Subscribed and sworn to before this 30 day of July, 2008
Witness my hand and official seal
My commussion expires 0Z. Ok « | 2

W Moema

Notary Public

[SEAL]

SOWH.  ILENE M GOVERNALE

« £%  Notary Public, State of Texas
«f My Commission Expires

Ry February 06, 2012

o o
REC.VED |

BEFORE THE OIL & GAS CONSERVATION COMMISSION JUL 01 2008
OF THE STATE OF COLORADO

COGCC

IN THE MATTER OF THE APPLICATION )

OF DJ RESOURCES, INC FOR AN ORDER )

ESTABLISHING FIELD RULES AND FOR )

POOLING CERTAIN INTERESTS FOR ) Docket No 0807-UP-16
)
)
)

Cause No 9

PRODUCTION FROM THE “O" SAND
FORMATION IN THE ARMSTRONG FIELD
IN LOGAN COUNTY, COLORADO

APPLICATION SUMMARY

DJ Resources, Inc and its wholly owned subsidiaries are engaged m the busmess of
exploring for and producing o1l and gas deposits in the Rocky Mountans, primarily m
Colorado and Wyommg During the course of geologic investigations a potentially
productive sand, called the “O 1 Sand” was discovered and mapped Geologic and
Engmeermng data suggested that the best place to test the productivity of the sand was m
the Southeast Quarter, Section 20, Township 9 North, Range 53 West Consequently, DJ
Resources, Inc made plans to test this sand with a vertical drillwell in the Northeast
Quarter of the Southeast Quarter of said Section 20 Repeated attempts over a multiple
year pertod to obtan o1l and gas leases from all the mmeral owners on this drillsite had
not been successful. For this reason DJ Resources, Inc, applied to the O1l and Gas
Conservation Commission of the State of Colorado for forty acre spacing and for force
pooling on the forty acre drillsite. This application was approved on September 11, 2007.
Subsequently, DJ Resources, Inc. drilled the Gilliland # 1 well as a vertical well on the
Northeast Quarter of the Southeast Quarter of Section 20, Township 9 North, Range 53
West The well was spud on October 24, 2007, and reached total depth on January 11,
2008. It encountered a good quality reservoir and swab tests confirmed the presence of
oil, however, the o1l 1s of low gravity The well 1s currently shut-in because a purchaser
for the crude has yet to be contracted

In the course of Engmeering investigations, and by observing results from offset
operators, DJ Resources, Inc has determimed that because of the heavy (low gravity)
nature of the crude o1l encountered a hornizontal well will likely offer much better
reservorr dramage and flow rate. Therefore, it 18 proposed to reenter the Gilliland # 1
vertical wellbore and drill a honizontal dram hole so that better o1l recovery and higher
flow rates may be obtained For this purpose we are requesting 80 acre spacing to
accommodate the horizontal leg, and for force pooling The eighty acre spacing 1s being
requested for the East Half of the Southeast Quarter of Section 20 The Southeast
Quarter of section 20, Township 9 North, Range 53 West has common mineral nterest
ownership, so the same group of mineral interest owners are mvolved with this horizontal
drill well as were mnvolved with the original vertical well This horizontal well bore will
provide greater recovery efficiency, and the eighty acre spacing and force pooling 1s
required to accomplish the drilling of this horizontal well bore
JUL 01 2008
COGCC

David H (Dave) Lehman 15 a petroleum geologist, executive and businessman with over 30
years experience 1n all aspects of the upstream o1l and gas business Special areas of expertise
include o1l and gas reserves assessment, field development, stranded gas monetization and
upstream business strategies

DJ RESOURCES, INC.

David H. Lehman

BUSINESS EXPERIENCE

DJ Resources, Inc.
o President and CEO, Newly icorporated o1l and gas company with funding by Natural
Gas Partners, Houston, TX, February 2007 - Present
Oldfield Energy Investments, LC and Encore Energy, LLC
o  Founder, Start-up companies focusing on redevelopment of onshore U S o1l and gas properties,
Houston, TX, April 2002 — February 2007
ExxonMobil Corporation (previously Exxon Corporation), August 1974 — March 2002
e Worldwide Venture Development Manager and Gas Resource Development Manager,
ExxonMobil Exploration Company, Houston, TX, 1997 — 2002
o Exploration Manager, EPM], Kuala Lumpur, Malaysia, 1994 — 1997
Worldwide Exploration Advisor to Exxon’s Upstream Director, Dallas, TX, 1991-1993
o Geological Technical Advisor for Southeast Asia, Exxon Company International,
Florham Park, NJ, 1990 — 1991
o Field Operations Manager, Offshore/Alaska Exploration Division, Exxon Company
U S A., Houston, TX, 1989 — 1990
o Technical Manager (Geology/Reservoir Engineering/Facilities Engineering)
Southeast Texas Division, Houston, TX, 1986 — 1989
Geological Operations Manager, Production, Corpus Chrish, TX, 1985 — 1986
District Production Geologist, Kingsville, TX, 1983 — 1985
Supervising Geologist, North Alaska Exploration, Houston, TX, 1981 — 1983
Exploration Geologist, Eastern Exploration Division, and Subsurface Geology,
Offshore Production Division, New Orleans, LA, 1977 — 1981
e Research Geologist, Exxon Production Research Company, Houston, TX, 1974 -1977

EDUCATION
Ph D Geology, The Umiversity of Texas, Austin, TX, 1974
A B Geology, Franklin and Marshall College, Lancaster, PA, 1968

MILITARY
Noncommussioned Officer, U S Army, First Field Force Artillery, Vietnam, 1969 — 1970

PROFESSIONAL MEMBERSHIPS

Trustee Associate of the American Association of Petroleum Geologists (AAPG)
Society of Petroleum Engineers (SPE)

Fellow of the Geological Society of America (GSA)

Independent Petroleum Association of America (IPAA)

One Riverway, Suite 1870 Houston, Texas 77056 1600 Broadway, Suite 1960 Denver, Colorado 80202
PHONE (713) 599-4930 FAX (713) 599-4931 PHONE (303) 595-7430  FAX (303) 595-7431
dave@djresourcesinc com
PN O '
BEFORE THE OIL & GAS CONSERVATION COMMISSION 2008
OF THE STATE OF COLORADO JuL o1
e n-\ \\/r\\
(A

IN THE MATTER OF THE APPLICATION )
OF DJ RESOURCES, INC FOR AN ORDER ) Cause No 9
ESTABLISHING FIELD RULES AND FOR )
POOLING CERTAIN INTERESTS FOR ) Docket No 0807-UP-16
PRODUCTION FROM THE *“O” SAND )
FORMATION IN THE ARMSTRONG FIELD )

)

IN LOGAN COUNTY, COLORADO

SWORN ATTESTATION

The undersigned, of lawful age, being first duly sworn upon oath, deposes and says that the
facts stated in the wntten testmony of the undersigned, the exhibits and the supporting documents
are true and correct to the best of the undersigned’s knowledge, information and belief

Exhibits A~/ through M referred to in the wrtten testimony of the undersigned were
prepared by or under the supervision of the undersigned

Sl

Subscnbed and sworn to before this Bﬂ day of Juiy-2008
Jung

Witness my hand and official seal
My commission expires

TR e Sy

Notary Public

[SEAL]

® RECEIVED | @
JUL 01 2008
COGST

Frank R. Birkholt

Educdtion

Experience

Duties

1113 Clubhouse Drive, Hot Springs, SD 57747 [605-745-6381]

Bachelor of Science, South Dakota School of Graduated May 1987
Computer Science Mines and Technology,
Rapid City, South Dakota

Field and In House Landman, Springfield Oil Company
January 2005-present

Land Title Research * |ease Buying

Drill Site Curative = Surface Use Negotiations

Right of Way Acquisition
RECEIVED
JUL 01 2008

COGCC
Frank R. Birkholt

Education

Experience

Duties

1113 Clubhouse Drive, Hot Springs, SD 57747 [605-745-6381]

Bachelor of Science, South Dakota School of Graduated May 1987
Computer Science Mines and Technology,
Rapid City, South Dakota

Field and In House Landman, Springfield Oil Company
= January 2005-present

* Land Title Research = Lease Buying
* Dnll Site Curative = Surface Use Negotiations

» Right of Way Acquisition
ﬂ

g
Conoco Philips 10 6250%
MFM Trust 2 50%
L Brooks 2 0834%
R Hamil 2 0834%
A Biggerstaff 1 8750%
G Green 1 5300%
R Green 1 5300%
F Green 1 5300%
H Green 1 5300%
E S Green 15300%
J Duncan 1 5300%
E Green 1 5300%
D Grauberger 1 5300%
Dailey Royalties 0 5682%
| R LaRue 0 4262%
W LaRue 0 4262%
F Hali 0 2841%
E Walker 0 2841%
P Dailey 0 1421%
| A Hall Jr 01421%
| J Hall 0 1421%
| M Carison 0.1066%
H Meyer 0 1042%
H Wolfe 0 1042%
F Matrunola 0 0521%

M Robinson 6 2500%
V Winegar 1 2500%
B Parker 1 2500%

G Vaught 1 0417%

P McCulliss 1 0417%
M McDonald 0 6393%
M Stark 0 4262%

L Cutrer 0 4262%

G Roberts 0 4167%

J Smith 0 3125%

A Brailas 0 2131%

J Russell 02131%

J McDannald 0 2131%

D, nnald 0 2131%
s, Jr 02131%
14 on 02131%

M Holmes 02131%
B Kolosta 0 2131%
G Roberts 0 2084%
C Sparks 0 1563%
L Vance 0 1563%
M Smith 0 1421%
D Dailey 0 1421%
M Dailey 0 1421%

LR McDannald 0 1066%

U S AgBank 50 0000%

Exhibit #A-3

TDJ Resources, Inc_
Ownership Map

Logan County
Walker Field

T Remarks

Cause Number 9

Pocket Number 0807-UP-16
By Frank Birkholt
June 25 2008 1 00PM

DJ Resources
66.10%

—

Open 33 90%

SPRINGFIELD OIL COMPANY

27619 Brook Drive
Hot Springs, South Dakota 57747
(605) 745-6371
Fax (605) 745-6386

June 30, 2008
Colorado 01l and Gas Conservation Commission

RE. Cause Number 9
Docket Number- 0807-UP-16
Land Examination Report

Township 9 North, Range 53 West, 6™ PM
Section 20. E/2SE/4,

To Whom It May Concern:

Land title on the above described tract was examined patent to present 1n June of 2006 using the
records of Stewart Title Company and the records of the Clerk and Recorders office of Logan
County Colorado Thus title was updated to present June 30, 2008

Leasing efforts consisted of searching phone directories and online databases for current contact
information on the Mineral Owners captioned 1n the report If no current phone or address could
be located a cold contact letter was sent to the last known address A portion of this acreage
(51.8895%) was purchased at the rate of $15 00/mneral acre for a five year paid up lease
providing for 1/8™ landowner royalty The balance of our leased interest (14 2105%) was
purchased at the rate of $15.00/acre for a 3 year paid up lease providing for 3/16™ royalty
Generally speaking we were successful with our leasing efforts 1if we were able to locate and
contact the mneral owners or their heirs, see Exhibit A-2 for overview of leasing efforts

Following the decision to attempt a force pooling action, the remaining open interests were sent
an offer to lease This offer was consistent with our current tops which are specified above In
addition 1t contained an AFE and an offer to participate See Extubit A-4 for an example of the
lease/participation offer The offer was mailed via certified mail return receipt to the last best
address available in the clerk and recorders office Twenty six packets were mailed out, thirteen
of these mailing were returned non-deliverable, and nine accepted and signed for Five
additional nterests have tentatively accepted our terms as a result of this mailing, 1f they were
offered our top rate of $15 00/acre for a 3 year paid up lease providing for 3/16™ royalty The
above percentage figures include only executed leases that our currently mn our office

Frank R Buirkholt, Landman
Springfield O11 Company
SPRINGFIELD OIL COMPANY

27619 Brook Drive
Hot Springs, South Dakota 57747
(605) 745-6371
Fax (605) 745-6386

Exhibit #A-4
DJ Resources, Inc.

OFFER TO LEASE - AFE PACKET
Logan County

Walker Field

Cause Number: 9

Docket Number: 0807-UP-16

By* Frank Brrkholt

June 30,2008 4:00 PM
SPRINGFIELD OIL COMPANY

27619 Brook Drive
Hot Springs, South Dakota 57747
(605) 745-6381
Fax (605) 745-6386

May 29, 2008

Lauretta V. Brooks
423 Jonquil Road
Sterling, CO 80751

Re Request for Leasing of Acreage or Participation in Well pursuant to Colorado O1l
and Gas Conservation Commission Statute 34-60-116 and Rule 530
Gilliland # 1 (Horizontal Sidetrack)
Township 9 North, Range 53 West
Section 20 E2SE4
Logan County, Colorado

To Whom It May Concern

DI Resources, Inc (Operator) is proposing to re-enter and drill a 1350’ horizontal
sidetrack on the captioned well to test the prospectiveness of the “0 1” Sand of Cretaceous Age
Operator has made application to the Colorado O1l and Gas Conservation Commussion for the
Involuntary Pooling of separately owned interests located within the subject 80 acres You are
one of the mmeral owners or lessees 1n the proposed 80 acre spacing unit whom has not leased to
the operator or agreed to participate in the drilling of the referenced well  Accordingly, pursuant
to Colorado O1l and Gas Conservation Commussion Statute 34-60-116 and Rule 530 Operator
hereby requests that you execute a lease of your o1l and gas mterests to Operator or participate as
a working interest owner 1n the drilling of the well

Details of the well are as follows:

1) Location and Depth of the Well

The well will be driled in the E2SE4, Section 20, Township 9 North, Range 53 West The
horizontal sidetrack will be drilled from the existing well located at a pont 1980° from the South
Line and 660’ from the East Line of the Section boundaries to a final location at 696* FEL and
631 FSL The sidetrack well will be drilled 1350 horizontally to test the “0 1” Sand at a true
vertical depth of about 5265’

2) Estimated Drilling and Completion Cost of the Well

The drilling costs of the well are esttmated to be $256,000, the completion costs are estimated to
be $131,500, for a total well cost of $387,500 An AFE attached lists details of the costs

3) Estimated spud date

Drilling 1s expected to begin during the second half of 2008

Details of the proposed leasing are as follows:

The Operator 1s willing to lease the acreage within the 80 acre pooling unt, or all of your acreage
n the Spacing Area (Section 20 All, Section 21 All, Section 28 N/2, Section 29 N/2,) Should you
elect to lease your acreage the Operator 1s prepared to offer the following lease terms-

1) Date of lease and primary term

The lease will be effective immediately and have a primary term of 3 years
2) Annual rental per acre

We will give paid up rentals of $1 00 per acre
3) Bonus Payment

Bonus offered 1s $15 00 per acre

4) Mineral Interest Royalty

Royalty of 3/16®

A copy of our standard “Producer’s 88” lease 1s attached for your review Please note that you
have the opportunity to lease all or part of your acreage within the spacing area Please contact us
and we will prepare an executable [ease for your interest

If Operator receives no response from you within thirty (30) days of your receipt of this letter,
Operator will assume that you are a nonconsenting owner under Statute 34-60-116

Should you have any questions or wish to discuss this matter, please contact me at (605)
745-6381 Thank you for your consideration of this matter

Very truly yours,

By
John P Hollmann, Springfield Oil Company,
agent for DJ Resources, Inc.
The undersigned hereby consents to (please mark with an X the option which you are
electing)
Lease to Operator all owned o1l and gas mterests within the spacing area
Lease to Operator all owned o1l and gas interests within the 80 acre drilling unit

Participate as a working interest owner 1n the drilling of the well and pay their
proportionate share of the $387,500 00 well cost

Signed

Agent for Receipient Name

Dated

Please provide future contact phone number

Please return this page by fax or in the enclosed envelope to:

Springfield Oil Company
Mr. John P. Hollmann
27619 Brook Drive

Hot Springs, SD 57747
Fax # 605 745 6386
W

Gilliland #1-H
SL: NE SE Sec. 20 T9N R53W
Walker Field
Logan County, Colorado
Permit #

“0.1” Sand Horizontal Drilling Procedure

MIRU top drive rig.

Drill 4-3/4” horizontal lateral at a final TVD of approximately 5,282° with a
maximum south displacement from surface location of 1,350°.Use an oil
based system to drill with if available. If not, use a low solids non-dispersed
system with controlled fluid loss at 8 ce/min or less.

Log with LWD equipment.

Complete well as an open hole completion. Swab test well and determine
further completion procedures if warranted.
®71; RESOURCES, ILI.C @

Authority For Expenditure

Well Name: Gilliland #1-H | Operator:  DJ Resources, Inc |AFE #
Location  SL NESE Sec 20 TON R53W Field Walker
Project Objective 1,350 horizontal n "0 1" Sand | Formation O 1 Sand Proposed TD  5,284' +/-

Purpose of Expenditure

Dl and complete a horizontal lateral 1,350 +/- south of service location at an approximate TVD=5,282"

Prepared by Date
Working Interest 100 00000%]
Costs are estimates only IDC ACCNTG ICC ACCNTG TOTAL
INTANGIBLE CODE CODE COST
Permits and Surveys $ 3,000 $ 3,000
Driling Title Opinion $ -
Location & Roads $ 10,000 $ 10,000
Insurance Bonds $ -
Surface Damages $ .
$ .
Dayrate Drilling 6 days @ 12000 $/day | $ 72,000 $ 72,000
Footage Drilling feet @ $/foot $ -
Turnkey Drilling $ -
Bits $ 8,000 $ 8,000
Directional Services $ 86,000 $ 86,000
Mud & Chemicals $ 4,000 $ 4,000
Fuel & Power $ -
Water $ 1,000 $ 1,000
Cementing Services $ -
Electrc Logging & Perforating $ -
Mud Logging $ g
Coring $ -
Drill Stem Testing $ B
Equipment Rental - Surface $ 1,000 $ 1,000
Equipment Rental - Downhole Spear, scraper, swedge $ -
Transportation $ 3,000 $ 3,000
Communication $ 3,000 $ 3,000
Contract Labor Including Casing Crews $ g
Consulting Engineer $ 6,000 $ 6,000
Consulting Geologist $ -
Miscellaneous (Hauling Tubulars and Rods) $ -
Plugging & Abandonment $ 20,000 $ 20,000
Company Labor $ 6,000 $ 6,000
Completion Unit $ 12,000 $ 12,000
Actdizing Tersol treatment $ -
Fracturing $ -
Tubular Inspection $ -
Production Testing $ 1,000 $ 1,000
Overhead $ -
Contingencies - 15% $ 33,000 $ 2,000 $ 35,000
TOTAL INTANGIBLE | $ 256,000 $ 15,000 $ 271,000
TANGIBLE Feet oD $it
Conductor $ -
Surface $ -
Intermediate : »
Production $ -
Liner $ -
Tubing $ -
Liner Equipment (hangers, float equip, etc ) $ o
Wellhead Equipment $ 1,000 $ 1,000
Packers, Retainers, & Anchors $ 500 $ 500
Downhole Pump $ 2,000 $ 2,000
Sucker Rods (5200' of 3/4" & 7/8" Rods) $ 10,000 $ 10,000
Surface Artificial Lift Equipment $ 42,000 $ 42,000
Engines & Motors / Pumping Unit $ 5,000 $ 5,000
Tanks, Walkways, & Starrs $ 25,000 $ 25,000
Separators, Treaters, Compressors, & Dehydrators $ 18,000 $ 18,000
Battery Connections, & Valves $ 5,000 $ 5,000
Surface Transfer.& Triplex Pumps  ~ _ - ——— - el R T =
Meter & Meter Run / LACT Unit $ £
Fiowline, Sales Line, Disposal Line, Injaction Line $ 4,000 $ 4,000
Buildings & Structures $ 2,000 $ 2,000
Miscellaneous Equipment - Anchors $ 2,000 $ 2,000
TOTAL TANGIBLE | $ - $ 116,500 $ 116,500
TOTAL WELL COST }$ 256,000 $ 131,500 $ 387,500

PRODUCERS 88-PAID UP
Rev 5-60, No 2-8pt

OIL AND GAS LEASE

AGREEMENT, Made and entered into the __ 28" _ day of _May_, 2008, by and between 5 whose
post office address 15 hereinafter called Lessor (whether one or more) and _DJ Resources Holdings,

LLC  whose post office address 1s_Qne Riverway, Suite 1870, Houston, Texas 77056 _, heremnafter called Lessee

WITNESSETH, That the Lessor, for and 1n consideration of __Ten and More DOLLARS cash n hand paid, the receipt of which 1s hereby acknowledged,
and the covenants and agreements heremafter contained, has granted, demused, leased and let, and by these presents does grant, demuse, lease and let exclusively unto
the said Lessee, the land heremafter described, {including any interests theretn which Lessor may hereafter acquire by reversion, prescription or otherwise) with the
exclusive right for the purpose of mining, exploring by geophysical and other methods, and operating for and producing therefrom otl and all gas of whatsoever nature
or kind, with rights of way and easements for laying pipe lines, and erection of structures thereon to produce, save and take care of said products, all that certan tract
of land situated 1 the County of _Logan State of __Colerado _, described as follows, to-wit

Township 9 North, Range 53 West, 6 P.M.
Section 20:

and contaning acres, more or less
The term one-eighth (1/8th) appearing in this lease shall by this reference be amended to read three sixteenths (3/16ths)

il It 18 agreed that this lease shall remain 1n force for a term of Five (5) years from this date and as long thereafter as o1l or gas of whatsoever nature or
kind 1s produced from said leased premises or on acreage pooled therewith, or dniiling operations are continued as hereinafter provided If, at the expiration of the
primary term of this lease, o1l or gas 1s not being produced on the leased premises or on acreage pooled therewith but Lessee 1s then engaged in dnlling or re-working
operations thereon, then this lease shall continue m force so long as operations are being continuously prosecuted on the leased premises or on acreage pooled
therew1th, and operations shall be considered to be continuously prosecuted 1f not more than mnety (90} days shall elapse between the compietion or abandonment of
one well and the begimning of operations for the dnlling of a subsequent well If after discovery of o1l or gas on said land or on acreage pooled therewith, the
production thereof should cease from any cause afier the primary term, this lease shall not terminate 1f Lessee commences additional dnlling or re~-working operations
within ninety (90) days from date of cessation of production or from date of completion of dry hole If o1l or gas shall be discovered and produced as a result of such
operattons at or after the expiration of the primary term of ths lease, thus lease shall continue i force so lang as o1l or gas 1§ produced from the leased premuses or on
acreage pooled therewith

2 This 1s a PAID-UP LEASE  In consideration of the down cash payment, Lessor agrees that Lessee shall not be obligated, except as otherwise provided
heremn, to commence or continue any operations during the primary term  Lessee may at any time or times during or afier the primary 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 reheved of all obligation thereafter
accruing as to the acreage surrendered

3 In consideration of the premuses the said Lessee covenants and agrees

1% 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 oif
produced and saved from the leased premises

2™ To pay Lessor one-eighth (1/8) of the gross proceeds each year, payable quarterly, for the gas from each well where gas only 1s found, while the same
15 being used off the premuses, and 1f used 1n the manufacture of gasoline a royalty of one-eighth (1/8), payable monthly at the prevailing market rate
for gas

39 To pay Lessor for gas produced from any oul well and used off the premises or mn 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 1s 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 anmversary date of this lease next ensuing after the expiration of 90 days from the
date such well 15 shut 1n and thereafter on or before the anniversary date of this lease during the penod such well 1s shut 1n  If such payment or tender 15 made, 1t will
be considered that gas 15 bemg produced within the meaming of this lease

5 If said Lessor owns a less interest n the above described land than the entire and undivided fee simple estate therein, then the royalties (including any
shut-in gas royalty) herewn provided for shall be paid the Lessor only 1 the proportion which Lessor’s interest bears to the whole and undivided fee

6 Lessee shall have the night to use, free of cost, gas, o1l and water produced on said land for Lessee’s operation thereon, except water from the wells of

Lessor
7 ‘When requested by Lessor, Lessee shall bury Lessee’s pipe line below plow depth
8 No well shall be drilled nearer than 200 feet to the house or barn now on said premises without written consent of Lessor
9 Lessee shall pay for damages caused by Lessee’s operations to growing crops on said land
10 Lessee shall have the right at any time to remove all machinery and fixtures placed on said premises, including the night to draw and remove casing

n The nights 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 mstruments or documents and other information
necessary to establish a complete chain of record title from Lessor, and then only with respect to payments thereafter made No other kind of notice, whether actual or
constructive, shall be binding on Lessee No present or future division of Lessor’s ownership as to different portions or parcels of said land shall operate to enlarge the
obhgations 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 1s
assigned, no leasehold owner shall be liable for any act or ormssion or any other leasehold owner

12 Lessee, at 1ts option, 15 hereby given the nght and power at any time and from time to time as a recurring night, either before or after production, as to
all or any part of the land descnibed herein and as to any one or more of the formations hereunder, to pool or unitize the leasehold estate and the muneral estate covered
by this lease with other land, [ease or leases in the immediate vicinity for the production of o1l and gas, or separately for the production of either, when n Lessee’s
Jjudgment 1t 15 necessary or advisable 1o 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 o1l or gas, may be reformed to exclude such non-producing formations The formung or reforming of any
umt shall be accomplished by Lessee executing and filing of record a declaration of such umitization or reformation, which declaration shall describe the umit  Any unit
may tnclude land upon which a well has theretofore been completed or upon which operations for drilling have theretofore been commenced Productton, drilling or
reworking operations or a well shut in for want of a market anywhere on a unit which mcludes all or a part of this lease shall be treated as 1f it were production, drilhng
or reworking operations or a well shut in for want of a market under this lease In heu of the royalties elsewhere herem specified, including shut-in gas royalties,
Lessor shall recerve on production-from the-umit so pooled royalties only on the portion of such production allocated to this lease,-such allocation shall be that — -
proportion of the umt production that the total number of surface acres covered by this lease and included i the unit bears to the total number of surface acres n such
umt In addition to the foregomng, Lessee shall have the mght to umtize, pool, or combine all or any part of the above described lands as to one or more of the
formations thereunder with other lands 1n the same general area by entering into a cooperative or unit plan of development or operation approved by any governmental
authonity and, from time to time, with like approval, to modify, change or termunate any such plan or agreement and, m 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 dniling and development requirements of this lease, express or mimplied, shall be satisfied by compliance with the dnlling and
development requirements of such plan or agreement, and this lease shall not terminate or expire duning the hfe of such plan or agreement In the event that said above
described fands or any part thereof, shall hereafier be operated under any such cooperative or unit plan of development or operation whereby the production therefrom
15 allocated to different portions of the land covered by said plan, then the production allocated to any particular tract of land shall, for the purpose of computing the
royalties to be paid hereunder to Lessor, be regarded as having been produced from the particufar tract of fand to which 1t 1s ajfocated and not to any other tract of land,
and the royalty payments to be made hereunder to Lessor shall be based upon production only as so allocated Lessor shall formally express Lessor’s consent to any
cooperative or umit plan of development or operation adopted by Lessee and approved by any governmental agency by executing the same upon request of Lessee

13 All express or implied covenants of this lease shall be subject to all Federal and State Laws, Executive Orders, Rules or Regulations, and this lease shall
not be terminated, in whole or in part, nor Lessee held liable in damages, for fatlure to comply therewith, if complhiance 15 prevented by, or if such failure 1s the result
of, any such Law, Order, Rule or Regulation
14 Lessor hereby warrants and agrees to defend the title to the lands heremn described, and agrees that the Lessee shall have the right at any time to redeem
for Lessor, by payment, any mortgages, taxes or other liens on the above described lands, n 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 nght of dower and
Romestead in the premuses described herem, wnsofar as said right of dower and homestead may 1 any way affect the purposes for which thrs lease 15 made, as rectted

erein

15 Should any one or more of the parties heremabove named as Lessor fail to execute ths lease, 1t shall nevertheless be binding upon ali such parties who
do execute 1t as Lessor The word “Lessor,” as used m this lease, shall mean any one or more or all of the parties who execute this lease as Lessor  All the provisions
of this lease shall be binding on the heirs, successors and assigns of Lessor and Lessee

IN WITNESS WHEREOF, this istrument 1s executed as of the date first above wnitten

e ST T TRl St o Sz s P O T e
STATE OF ) Oklahoma, Kansas, New Mexico, Wyonng, Montana, Coloradoe, Utah,
b3 Nebraska, North Dakota, South Dakota
COUNTY OF ) ACKNOWLEDGMENT-INDIVIDUAL
BEFORE ME, the undersigned, a Notary Public, 1n and for satd County and State, on this. day of 2007,
personally appeared to me known to be the 1dentical person, described 1n and who executed the within
and foregoing instrument of wniting and acknowledged to me that ____ duly executed the same as free and voluntary act and deed for the uses and purposes

therein set forth

IN WITNESS WHEREOF, I have hereunto set my hand and affixed my notarial seal the day and year last above written

My Comnmssion Expires

Notary Public
Address
STATE of )
)ss ACKNOWLEDGMENT - CORPORATE
COUNTY of )
Before me, the undersigned, a Notary Public, i and for said County and State, on this day of 2007, personally appeared
4 known to me to be the of that 15 described n and that

executed this instrument, and acknowledged to me that he executed this mstrument on behalf of said company

My Commission Expires

Notary Public

Address
iz
-

TITLE MEMORANDUM

Exhibit #A-2

DJ Resources, Inc.
Cause Number: 9
Docket Number: 0807-UP-16

June 25, 2008

AREA NAME TRACT
TOWNSHIP g NORTH, RANGE 53 WEST. 6™ P M
DESCRIPTION Section 20 SE/4
Containing 160 00 acres, more or less
COUNTY Logan STATE Colorado
NAME ~ ADDRESS OF SURFACE OWNER (S) INT %
Larry Dean Gilliland and Sandra Kay Gilliland, as 100 00%
Joint Tenants
13427 CR 42
Sterling, CO 80751
NAME - ADDRESS OF MINERAL OWNER (S) INT % NETAC  LEASEHOLD STATUS
U S AgBank, FCB formerly known as Farm Credit 50 0000% 800000 SOC-9-11-06/11
Bank of Wichita 1/8" royalty
245 North Waco St Office Lease # 3049-13-K
Wichita, KS 67202
Phillips Petroleum Company 10 6250% 170000 OPEN
P O Box 51810
Midland, TX 79710-1810 Certified Mailed 5-29-08
Return Receipt not returned as of 6-
25-08
Mark Leighton Robinson 6 2500% 100000 SOC -5-5-07/12
P O Box 1227 3/16™ royalty
Roswell, NM 88202-1227 Lease # 3049-13-EE
First Interstate Bank of Denver, N A 2 5000% 40000 OPEN—sent therr lease they
P O Box 5825 wanted to get signed Approval
Denver, CO 80217 was not given
(as Trustee under a certain Agreement for the Moran
Family Minerals Trust dated as of August 1, 1988 Certified accepted 6-12-08
(the “MFM Trust")
Lauretta V Brooks 2 0834% 33334 OPEN—deceased, had no kids No
423 Jonquil Road sure who might have inherited her
Sterling, CO 80751 estate
Certified non deliverable 6-16-08
Robert A Hamil 2 0834% 33334 OPEN—deceased Interest went to
532 Kochia Way Jim Hamil who wanted lease in
Sterling, CO 80751 Hamil Cattle Co Sent lease with no
response
Certified accepted 6-10-08
Allen M Biggerstaff 18750% 30000 OPEN
Denver, CO
(Richardson, Satrom)
(See note #2)
Certified accepted 6-2-08/6-11-08
Glenn C Green 15300% 24480  OPEN-follows frank green sc i1s not

2018 Linda Lane
Grand Junction, CO 81501
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interested

Certified Non Deliverable 6-3-08
9-53,20 SE/4
Logan County, Colorado

Ralph E Green & Ruby N Green, as Joint Tenants

1113 Nottingham Court 44
Sterling, CO 80751

Frank J Green
13368 CR 42
Sterling, CO 80751

Harry D Green
Star Route, Box 215
Howard, CO 81233

(See note #4)

E Stanley Green
1441 Howard Ave
Colorado Springs, CO 80708

Jessie Duncan
P O Box 827
Wofford Heights, CA 93285

Edna A Green
1441 Howard Ave
Colorado Springs, CO 80709

Doris Ruth Grauberger
13245 CR 37
Sterling, CO 80751

Verna Winegar and Wells Fargo Bank, N A , as

Trustees under the will of Frank W Winegar,
deceased

5460 Ward Road, Suite 200

Arvada, CO 80002

Ben H Parker, Jr
P O Box 1216
Golden, CO 80402

George G Vaught, Jr
P O Box 13557
Denver, CO 80201-3557

Paul L McCulliss
P O Box 3248
Littleton, CO 80161-3248

Mary Little McDannald
P O Box 56007
Houston, TX 77256-6007

Dailey Royalties inc, an llinois Corporation
% Maurice Dailey

Niedringhaus and Edison Avenue

Granite City, IL 62040

Morris Ernest Stark
513 Sunrise Trail
Dripping Springs, TX 78620

Lynn Francis Stark Cutrer

2200 Willowick, Unit 3J
Houston, TX 77027
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15300%

15300%

15300%

15300%

1 5300%

15300%

15300%

12500%

12500%

10417%

10417%

06393%

0 5682%

04262%

04262%

24480

24480

24480

2 4480

24480

24480

24480

20000

20000

16667

16667

10228

09091

06819

06819

OPEN - Deal made Lease Mail Out
6-17-08

Certified Non Deliverable 6-17-08

OPEN—sald he was not interested
but gave no reason

Will not sign lease

Certified accepted 6-12-08

OPEN-follows frank green so is not
Interested

Certified Non Deliverable 6-15-08

OPEN- Deal made Lease Mail Out
6-17-08
Certified non deliverable 6-16-08

OPEN - Deal made Lease Mail Out
6-17-08

Certified accepted 6-10-08

OPEN - Deal made Lease Mail Out
6-17-08

Certified accepted 5-7-07

OPEN - Deal made Lease Mail Out
6-17-08

Certified accepted 6-12-08

SOC 8-12-06/09
3/16™ Royalty
Lease # 3049-13-R

SOC 5-12-07/10
1/8th Royalty
Lease #3049-13-BB

SOC 7-25-06/09
3/16™ Royalty
Lease #3049-13

SOC 7-25-06/09
3/16™ Royalty
Lease #3049-13-A

SOC 8-9-06/09

3/16" Royalty

Lease #3049-13-F

Robert Morris McDannald as
executor

OPEN

Certified Non Deliverable 6-19-08

SOC 9-4-06/09
3/16™ Royalty
Lease #3049-12-M

SOG 11-27-06/09
3/16™ Royalty
Lease #3049-13-AA
9-53,20 SE/M4
Logan County, Colorado

Robert Driscoll LaRue
404 Chapelwood Ct
Houston, TX 77024

William Blake LaRue
P O Box 3306
Homer, AK 99603

Gary L Roberts
426 Olivier St
Algeers, LA 70114

Jerry L Smith and Linda L Smuth, husband and wife
219 Ancha Vista Road
Torrnington, WY 82240

Farris McDannald Hall
P O Box 3010
Breckenridge, CO 80424

Etizabeth Hall Walker
P O Box 1737
Conroe, TX 77301

Alex Brailas, Individually and as Executor of the
Estate of Jolynn Brailas

1221 Sundown Trail

Fisher, TX 78623

Jane M Russell
1353 Spring Creek Road
Coliinsville, TX 76233-6930

Jerry McDannald
333 Lewis Aveune
West Yellowstone, MT 59758

David McDannald, Individually and as Executor of the
Estate of Barry McDannald

3810 West Main (FM518)

P O Box 56206

Houston, TX 77256

John Brockenbough Hoimes, Jr

cl/o Joe Untermeyer, Legacy Trust Co
600 Jefferson #350

Houston, TX 77002

Lucy Gail Holmes Johnson

c/o Joe Untermeyer, Legacy Trust Co
600 Jefferson #350

Houston, TX 77002

Mitdred Marshall Holmes

c/o Joe Untermeyer, Legacy Trust Co
600 Jefferson #350

Houston, TX 77002

Betty Holmes Kolosta

c/o Joe Untermeyer, Legacy Trust Co
600 Jefferson #350

Houston, TX 77002

Greg L Roberts

401 N Timberline Road #33
Ft Collins, CO 80524

C James Sparks

30 Poncetta Drive #318
Daly City, CA 94015

(See note #3)
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04262%

04262%

04167%

03125%

02841%

02841%

02131%

02131%

02131%

02131%

02131%

02131%

02131%

02131%

02084%

0 1563%

06819

06819

06667

05000

04546

04546

03410

03410

03410

03410

03410

03410

03410

03410

03334

02500

OPEN
Certified accepted 6-5-08
OPEN

Certified accepted 6-4-08

SOC 7-19-06/11
1/8" Royalty
Lease #3049-13-|

SOC 7-27-06/11
1/8" Royalty
Lease #3049-11-D

OPEN—mail returned from given
address

Certified Non Deliverable 6-16-08
OPEN—unable to focate

Certified non deliverable not in
office yet

SOC 8-4-06/09
3/16" Royalty
Lease #3049-13-D

$OC 7-27-06/11
1/8™ Royalty
Lease #3049-13-H

SOC 8-7-06/11
1/8" Royalty
Lease #3049-13-B

SOC 8-2-06/11
1/8" Royalty
Lease #3049-13-M

SOC 8-28-06/11
3/16™ Royalty
Lease #3049-12-L

SOC 8-28-06/11
3/16™ Royalty
Lease #3049-12-K

SOC 8-28-06/11
3/16™ Royaity
Lease #3049-12-J
Need affidavit of ID

SOC 8-28-06/11
3/16" Royalty
Lease #3049-12-H

S0OC 7-19-06/11
1/8" Royalty
Lease #3049-13-C

SOC 9-19-06/11
1/8" Royalty
Lease #3049-12-N
9-53,20 SE/4
Logan County, Colorado

Larry E Vance
8133 East Hinsdale Drive
Centennial, CO 80112

(See note #3)

Mary Ann Smith
511 West Northgate Rd
Peoria, IL 61614

Daniel H Dailey Il
150 West Maple Apt #1817
Chicago, IL 60610

Michael J Darley
2200 West Paradiso
Portal, AZ 85632

Patrick L Dalley
No address found
(possibly Chistian County, IL?)

Arthur Bryan Hall, Jr
Box 595
Conroe, TX

Jana Margaret Hall
Box 301
Conroe, TX

Mary Sue McDannald Carison
5025 Riverway, #12
Houston, TX 77056

Robert Morns McDannald, Jr
P O Box 56007
Houston, TX 77256-6007

Henry E Meyer and/or Margaret S Meyer, as Joint

Tenants
Fatr Lawn, NJ

Howard B Wolfe and/or Josephine O'R Wolfe, as

Joint Tenants
New York, NY

Frank A Matrunola
Brooklyn, NY

Total

0 1563% 02500
01421% 02273
01421% 02273
01421% 02273
01421% 02273
01421% 02273
01421% 02273
0 1066% 01705
0 1066% 01705
01042% 01667
01042% 01667
00521% 00834
100.0020%  160.0026

SOC 8-10-06/11
1/8" Royalty
Lease #3049-11-H

SOC 7-6-07/10
3/16" Royalty
Lease #3049-13HH

SOC 7-6-07/10
3/16" Royalty
Lease #3049-13GG

SOC 7-6-07/10
3/16™ Royalty
Lease #3049-13l|

OPEN-unable to locate
Certified accepted 6-12-08

OPEN—mail returned from given
address
Certified non deliverable 6-24-08

OPEN—mall returned from given
address

Certified non deliverable 6-24-08

OPEN—Mary 1s incapacitated and
interest was placed in Carlson
Family Trust Sent lease to Aaron
Carlson who works with Noble
Energy but never got a response
Lease sent under Carlson His e-
mall address Is
ACarlson@nocbieenergyinc com
The address for him 1s 22111
Blossom Meadow ct Katy, TX
77494-4684

Certified non deliverable 6-16-08
SOC 8-9-06/09

3/16™ Royalty

Lease #3049-13-F

OPEN-unable to locate

Certified Non Deliverable 6-16-08
OPEN-unable to locate

Certified Non Deliverable 6-5-08
OPEN-unable to locate

Certified Non Deliverable 6-11-08
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9-53,20 SE/4
Logan County, Colorado

UNRELEASED OIL AND GAS LEASES:

There are numerous unreleased oil and gas leases for this land, however, all of these leases are past their primary terms
and according to the state oil and gas commission records, none of these leases are held by production

UNRELEASED MORTGAGES OR DEEDS OF TRUST.
None still in their pnmary term
EXAMINER’S NOTES:

1 In book 829 page 938, In what was headed as a Deed of Distribution, claimed that according to the Last Will and
Testament of Florence lola Robinson all the listed property in the document passed to Mark Leighton Robinson, and that
Mark Leighton Robinson was appointed personal representative of the estate This document was then signed by Mark
Leighton Robinson In 1s unclear whether this document can act as an official conveyance, however, It Is assumed that
this was the intention of the estate although no actual will for Florence lola Robinson could be found

2 It would appear that the interest of Allen M Biggerstaff was meant to be conveyed to Winifred G Richardson (14450
Foothill Rd , Golden, CO 80401) In book 652 page 141 Allen Biggerstaff quit-claimed a large amount of lands to the
Security State Bank as Trustee They then quit-claimed to Winifred G Richardson in book 683 page 682 While this
quarter section was not listed in this document, it 1s believed it was meant to be

3 In book 870 page 571 the estate of Lucille | Vance conveyed % of decedents interest to C James Sparks In the
subsequent document (dated the same and recorded the same day) the estate of Lucille I Vance conveyed 2 of
decedents Interest to Larry E Vance It is believed the intent was to convey % of decedents interest to each, however,
because they were in separate documents, officially only a % interest was conveyed to Larry E Vance and the Estate still
holds a ¥ interest Because it would seem that this was not the intent, the mineral interests listed in the memo show Larry
E Vance receiving a full % of the estate

4 lt1s possible that Harry D Green Is deceased as an oll and gas lease was granted from Joanne A Green, sole heir of
Harry D Green, deceased in book 748 page 7 However, no evidence of his death could be found of record

5 This title memorandum was prepared solely from an inspection of the Logan County, Colorado records and s for the
purpose of assisting in a determination of the apparent ownership of the mineral reserve of the lands involved This
memorandum should not be construed as a title opinion or as a guarantee of title and the liability of Springfield Oil
Company or it's agent is hereby limited to the cost incurred to prepare the report

RECEPTION INDEX CHECKED THROUGH: June 9, 2006
TITLE RAN: June 14, 2006
LAST DOCUMENT INDEXED: Book 944 Page 325 Deed of Distribution

John J Martin, agent Springfield Ol Company
27619 Brook Drive
Hot Springs, SD 57747
(805) 745-6381
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IN THE MATTER OF THE APPLICATION )
OF DJ RESOURCES, INC FOR AN ORDER ) Cause No 9
ESTABLISHING FIELD RULES AND FOR )
POOLING CERTAIN INTERESTS FOR ) Docket No 0807-UP-16
PRODUCTION FROM THE “O" SAND )
FORMATION IN THE ARMSTRONG FIELD )

)

IN LOGAN COUNTY, COLORADO

SWORN ATTESTATION

The undersigned, of lawful age, being first duly sworn upon oath, deposes and says that the
facts stated in the written testimony of the undersigned, the exhibits and the supporting documents
are true and correct to the best of the undersigned’s knowledge, information and belief

Exhibits _B-1___ through _B-7___ referred to in the written testimony of the undersigned
were prepared by or under the supervision of the undersigned

Dated July 1, 2008

]w
Subscribed and sworn to before this ,J:g day of July, 2008
Witness my hand and official seal
My commission expires (”a)’ug

COyodond

Notary Publid

[SEAL]

D] RESOURCES, INC. E \\"rv
.L VL

JUL 01 2008
COGCC

John 15 a petroleum geologist, scientist and busmessman with over 40 years experience mn the
Upstream O1l and Gas Business Special areas of expertise include Stratigraphy, the Geology of the
Rocky Mountains, and mternational exploration, especially in Yemen, Pakistan, Bangladesh and
much of northern Africa He has authored or co-authored 38 papers 1n various geological journals and
has received a number of awards, including the prestigious Rocky Mountain Association of
Geologsts “Scientist of the Year” award in 1975

John C. Harms

BUSINESS EXPERIENCE
DJ Resources, In¢.
e Vice President, Exploration, Newly incorporated o1l and gas company with funding by
Natural Gas Partners, Littleton, Colorado, 2004 — 2006
Encore Energy, LLC
o Co-founder and Partner, Littleton, Colorado, 2004 — 2006
Harms and Brady Geological Consultants, Inc.
o Co-founder and Principal, Littleton, Colorado, 1982 — 2004
Marathon Qil Company, Littleton, Colorado
®  Manager, Regional Exploration Department, 1980 — 1982
e Research Scientist/Research Associate, 1959 — 1980
Continental O1l Company
e Exploration Geologist, Ponca City, Oklahoma, 1952 — 1954
Interpretative Imaging (now Smartsection)
o Principal Investor and Manager, sold to TGS Nopec, then to Landmark Graphics,
(software for log correlation and x-sections) 1995-2002

PROFESSIONAL AWARDS

Best paper award (1965), RMAG, with F A Exum, best paper award, SEPM annual meeting (1967)
and Rocky Mountain Section AAPG (1967), RMAG Scientist of the Year (1975), Excellence of
Presentation Award, SEPM annual meeting (1980) Honorary Member SEPM (1991)

EDUCATION

Ph D, Geology, Unwversity of Colorado, 1956 — 1959
University of Kansas, 1951 — 1952

B A Geology, Columbia University, 1947 — 1951

MILITARY
U'S Army Map Service, Washington, D C , Terrain Analyst, 1954 — 1956

PROFESSIONAIL. MEMBERSHIPS

American Association of Petroleum Geologists (AAPG)

Society of Exploration Paleontologists and Mineralogists (SEPM)
Geological Society of America (GSA)

American Association for the Advancement of Science (AAAS)
Rocky Mountain Association of Geologists (RMAG)

One Riverway, Sutte 1870 Houston, Texas 77056 2200 W Berry Avenue, Suite 1 Lattleton, Colorado 80120
PHONE (713) 599-4930  FAX: (713) 599-4931 PHONE (303) 798-1122  FAX (303) 798-5156
john@djresourcesinc com
DJ Resources, Inc Cause Number.9  Docket Number. 0807-UP-16 Logan County

Narrative of Geologic Exhibits

Exhibit B-1 COGCC Application Lands Reference Map.

This exhibit shows the outline of the application area, indicated by black dashed lines, which
ncludes all of the NE2SE4 of Section 20, Township 9 North Range 53 West, Logan County. The
map also shows areas of previous COGCC rulings within and contiguous to the application area.
The most recent ruling 1n the area 1s Cause 9-5 (9/11/2007) which granted DJ Resources, Inc 40-
acre spacing for the initial drilling of the Gilliland #1 in 2007 Those rulings are attached to this
exhibit.

Exhibit B-2. Location Map.

This map shows the outline of the application area in black dashed lines for 80 acres of
involuntary pooling for the proposed horizontal extension of the Gilliland #1 well. The area of
nvoluntary pooling 1s the NE/2SE/4 Section 20 Township 9 N Range 53 W. Only one well, the
Brtish American #1 Green in the NW/4NE/4SE/4 Section 20, has been drilled within the 80 acre
application area. This well was completed as an o1l producer 1n the shallower ‘J* Sand Two
other wells 1n the area achieved production from the ‘0.1’ Sand, the objective horizon 1n this
application. Wells in the area that reached the ‘O.1" interval are circled in red. The proposed
horizontal extension of the Giililand #1 wellbore 1s indicated, along with distances to the nearest
existing wells. Note the location 1s more than 2,500 feet from the nearest well that produced from
the ‘0.1’ Sand.

Exhibit B-3 Land Map

This map shows the outline of the application area and the 80 acre tract of involuntary pooling in
black dashed lines with distances of the proposed Gilliland #1-H bottomhole location from
various land boundaries. As 1n the previous exhibit, wells that reached the ‘0.1’ Sand interval are
circled in red

Exhibit B-4. Topographic Map.

This topographic map shows surface contours at 10-foot intervals at a scale of 1:24,000. The
application area 1s outlined 1n black and the proposed location of the Gilliland #1-H horizontal
leg is indicated within the 80-acre tract The surface pad from the 1nitial Gilliland #1 completion
will be reused in an area of gently rolling pasture and wheat land. Access is via an incomplete
grid of county roads and a track to the original wellsite. This area is very sparsely inhabited.

Exhibit B-5 Type Log

The stratigraphic section within the application area is illustrated in this exhibit. The log is from
the McBride W C #1 Ray W Davis that was drilled and completed in the ‘O 1’ Sand 1n 1963
directly south of the requested 80-acre involuntary pooling tract. The log shows the various
major Cretaceous formations in this area, in descending order the Niobrara, the Carlile-
Greenhorn, the ‘D’ and ‘J” Sandstones, the Skull Creek Shale and the ‘O’ Sandstone. We have
informally divided the ‘O’ interval into an upper, regionally contmuous sand and a lower ‘O 1°
Sand that is only locally present. This subdivision is explained in more detail in Exhibit B-7. The
‘0 1’ Sand 1s the specific reservoir target within the application area.
Exhibit B-6. Cumulative Production Map for the ‘0.1° Sand.

No wells within the 80-acre application area for spacing and involuntary pooling have been
completed for hydrocarbon production 1n the ‘O.1° Sand There are three wells that have
produced from the ‘0.1 interval in the vicinity of our application area The location of these
three wells and their cumulative production of oil and water are indicated on this exhibit. Oil
volumes range from about 26,131 barrels to nearly 103,000 barrels All of these wells are
significant distances from the 80 acre involuntary pooling tract and did not drain the tract, as is
documented in Extubit B-7 below.

Exhibit B-7. Maps and Cross Sections.

The exhibit 1s a montage intended to illustrate the geologic basis for drilling a well for petroleum
at this location. The recovery of oil from the mtial Gilliland #1 completion has shown us that
production from a honzontal wellbore would be the most favorable method to use in the ‘O.1”
Sand. Personal communication with a nearby operator confirms significant production uplift
from the ‘O’ Sand 1n horizontal wells versus vertical wells. The montage 1s composed of several
complementary parts Across the bottom are two maps. The one on the right is a structure map
that shows the thickness and the spatial distribution of this ‘O 1° Sand, as well as the locations of
three well log cross sections These cross sections, labeled A-A’, B-B’ and C-C’, are shown 1n
the upper part of the montage. Each of these components of the montage will be described below
in more detail.

A. Structure map on the top of the ‘O.1” Sand The ‘O.1° Sand in this area is composed
of two superimposed and separate sandstone beds. This two part division is 1llustrated
by the log cross sections, particularly well by the British American Green #1 located
where section A-A’ (well 3) crosses section B-B’ (well 2) within the application area
and 80-acre involuntary pooling tract. The upper ‘O’ Sand, the top of which 1s
marked by the gray correlation line, 1s about 35 feet thick. It is uniformly present and
water bearing throughout the application area. Underlying this upper sand and
separated from it by a thin shaley bed, is a lower sand that we have mnformally named
the ‘O.1° Sand On the log cross section, the top of the ‘0.1’ interval 1s marked by the
green line.

The structure map shown 1n the lower night corner of Exhibit B-7 is contoured on the
top of the ‘O 1° Sand. Wells that actually reached this interval are circled in red and
are the key controls for the contours. The many other wells in the area are used as
secondary control by adding the thickness of the interval from the top of the Skull
creek Shale to the ‘O 1° from nearby wells to the depth of the top of the Skull Creek
Shale for each well. This interval is quite uniform throughout the area. By
incorporating this secondary control, a more smooth and accurate structure contour
map results. Structure in the application area is rather flat, with only minor
undulations when contoured on a 20-foot interval The conclusion derived from this
map 1s that o1l accumulations 1n the ‘0.1 Sand are not controlled by any significant
structural closure, but rather are stratigraphically trapped.

B Net ‘0.1’ Sand thickness An isopach map of net sand thickness is shown in the lower
left corner of Exhibit B-7. Thickness values in feet are shown as red numbers where
the penetration of this interval is complete The ‘0.1’ Sand occurs 1n an east-west
trending band with a maximum known thickness of 22 feet and dimumshes to zero to
the north and south. Control 1s limited, but the greatest thickness lies at the 8§0-acre
tract of involuntary pooling The three wells that produced from this band of ‘0.1’
Sand near our application area are highlighted by yellow circles The diameter of
these circles represents the area drained by the wells during their productive lives.
These estimates of the area drained are based on the volume of oil produced, the
thickness of the reservoir, an average porosity of 18%, a water saturation of 35%, an
oil recovery of 25%, a formation factor of 1 03 and the assumption of symmetrical
radial dramage

C. Log cross sections. Three log cross sections are illustrated in the upper part of Exhibit
B-7. A-A’ is a north-south section crossing the supplication area B-B’ and C-C’ are
east-west sections across the northern and southern parts of the area. The locations of
these sections are shown on the net sand thickness map These sections are
structurally hung, that is, they show the sub-sea depths of correlation points as
indicated by the scale at the left of each section. The intervals of drill stem tests
(DST’s) and their results, perforated intervals and production results if any are
indicated for each well on the cross sections.

In summary, DJ Resources, Inc proposes to drill a horizontal extension of the Gilliland #1, in the
E/2SE/4 of Section 20 Township 9 North Range 53 West, Logan County, to better exploit the
underdeveloped ‘0.1’ Sand reservoir. A nearby vertical well was drilled within the 80-acre
involuntary pooling tract in 1951, but was completed in the overlying ‘J° Sand interval and was
abandoned after depletion without testing the ‘O 1° Sand. Three other wells in the area were
completed in the “‘0.1° Sand, but they are more than 2,500 feet from the proposed Gilliland #1-H
bottomhole location and did not deplete the reservoir based upon industry-accepted calculations.
Despite recovering o1l from the vertical Gilliland #1 completion, DJ Resources, Inc believes that
the most production from the ‘0.1 reservoir could be achieved economically by drilling a
horizontal leg out of the existing Gilliland #1 wellbore.
To Colorado O1l and Gas Conservation Commission

Exhibit B-1A

Following Causes pertain to the Walker Area

9-4
12/14/1965

9-5
09/11/2007

22-3
12/19/1961

25-9
12/10/1959

38-3

40 -1

"J" Sand Vacates orders which relate to 20 acre spacing, allows
locations of wells previously drilled, provides that any such well
may be recompleted in any formation regardless of location of
well

Approves the request for an order to establish
40-acre driling and spacing units for certain
lands in Sections 20, 21, 28, and 29 of
Township 9 North, Range 53 West, 6th P M, for
production from the ‘O’ Sand Formation, and to
pool all nonconsenting interests in the 40-acre
driling and spacing unit consisting of the NEV4
SEY of said Section 20

Approves Unit Agreement and water injection

"D" and "J" Sands. Approves Unit Agreement and water injection
for "D" Sand, consolidates Graylin "D" and "J" with Graylin NW
field, deletes portion of field area and extends field imits to
coincide with Unit area.

Redefines field to include Minto West and extend area and
delete other area, approves Unit Agreement and waterflood for
"D" Sand, allows for future conversion of additional producing
wells to input wells, to plug and abandon wells in Unit Area or
dnil additional producer or input wells subject to approval of
Commussion

"D" Sand' 40 acre spacing, center, 100 foot
tolerance
40-2

40-3

40-4

40-5
12/03/1963

40 -6

02/18/1969

43 -1

194 -1
02/15/1966

461 -1
04/18/1988

"D" and "J" Sands' Dual completion of "G" #1
Green well commingling

"D" Sand Extension of area

"J" and "O" Sands Dual completion of W C
McBrnide Inc #1 R W Davis well, no
commingling

"D" J" and "O" Sands Authorizes multiple
completion of #C 1 Care well with commingling
in well bore, provided BHP I1s maintained at a
reasonable minimum, orders quarterly fluid
levels be made by sonic methods, and monthly
ol gravities be taken with results submitted to
Commission

Vacates Orders 40 1 and 40 3 in Cause 40, and places the
governing of the area under the general rules and regulations of
the Commission

"D" Sand 40 acre spacing 330 feet from quarter quarter and
1320 feet from a producing well

Provides that applicant shall be notified of all applications for
permit to drill a well at a surface location with a sea level
elevation of less than 4080 feet on certain lands in the reservorr,
and shall be given 15 days after notification in which to request a
hearing (See corrected locations in memo dated May 4, 1966)

Approves a Unit Agreement for operations in the North Minto
Unit for the "J" Sand
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walker_0.1_res.voL
volumetrics Report

PROJECT: ENCORE 7 COUNTY -
June 28, 2007 10:02 AM

Grid File: 0.1 NET $5.GRD
Title, i 0.1 net s5.GRD
XY Units : FEET

Z Units @ FT

volumes Computed Between 0 and 1E30
Minimum Thickness Allowed Is 0.000
Grid Refinement Is 1

Reservoir Parameters Used To Compute Recoverable 011 In Place (ROIP)

Porosity (%) ..cvvveievernenan...: 18.00
water Saturation (%)............: 35.00
Formation volume Factor (FVF)...: 1.0300
Recovery Factor (¥).............: 100.00

Polygon: A1l Polygons Combined
Polygon Area: 4,263,545,023.06 (FT x FT)
4,263,545,023.06 (SQRFT)
396,097,086.01 (SQRMTR)
97,877.53 (ACRES)

Data Area: 90,886,816.84 (FT x FT)
90,886,816.84 (SQRFT)

8,443,678.47 (SQRMTR)
2,086.47 (ACRES)

ROIP: 19,558.81 (MBO)

Polygon: ENTIRE GRID
Total Area: 4,263,545,023.06 (FT x FT)
4,263,545,023.06 (SQRFT)
396,097,086.01 (SQRMTR)
97,877.53 (ACRES)

Data Area: 90,886,816.84 (FT x FT)
90,886,816.84 (SQRFT)

8,443,678.47 (SQRMTR)
2,086.47 (ACRES)

ROIP: 19,558.81 (MBO)
Definitions:
Total Area = Polygon Area
Data Area = Polygon Area covered by contours used in volumes

ROIP = volume * Por * (1l-sw) * Rf / FVF
Page 1
walker_0.1_res.voL

Notes:
43560.0000 SqFt/Acre
4046.8490 sgMtr/Acre
7758.000000 BBL/ACFt
62.42796061 Convert G/CC to LBS/CUFT

Raw Area 1s SqFt
Raw vVolume 1s SqFt x FT

DISCLAIMER:

Geoplus Corporation, IHS Inc, and its suppliers

do not and cannot warrant the performance

or results you ma% obtain by using this software, documentation, or

any accompanying hardware. Geoplus, IHS and 1ts suEp11ers disclaim any
and all warranties, express or implied, as to merchantability or

fitness for any particular purpose. In no event will Geoplus, IHS or 1ts
suppliers be T1able to you or any third party for any consequential,
incidental, or special damages, including any lost profits or Tlost
savings, even 1f a Geoplus or IHS representative has been advised of the
possibility of such damages, or for any claim by any third party.

End of Report
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SWORN ATTESTATION

The undersigned, of lawful age, being first duly sworn upon oath, deposes and says that the
facts stated in the written testimony of the undersigned, the exhibits and the supporting documents
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Dan began his career as a Dnilhng Foreman at Mobil O1l Corp and ultimately was prom()t?d’é'(“ggilérd‘d =
Engineering Supervisor for all of the Texas Gulf Coast and East Texas, Onshore and Offshore He has
held semor level positions with several independent oil companies Dan 1s an industry-recognized expert
in dnilling and completions, having been involved 1n the design and supervision of more than 150
honizontal wells, numerous directionally-dnilled wells, and more than 500 fracs and well simulations

Dan A. Magee, P.E., Vice President Engineering

BUSINESS EXPERIENCE
DJ Resources, Inc.

e Vice President Engineering, Start-up oil and gas company Denver, Colorado 2008
Noble Royalties, Inc.

o Sr. Staff Engineer, Property 1dentification and evaluation Denver, Colorado 2005 — 2007
Pioneer Natural Resources, Inc. (and Evergreen Resources, Inc. prior to merger).

o Director of Engineering and other senior positions. Denver, Colorado. 2002 —2005
Tejas Resources, Inc.

o President, E & P consulting engineering practice Denver, Colorado 1999 — 2002
KCS Mountain Resources

o Vice President/General Manager - Managed drilling, completion, and tie-1n of over 120 new
development and exploratory wells 1n the Rockies Worland, Wyoming 1996 — 1999

Consulting Engineer, Corpus Christ, Texas 1993 - 1996

Hanson Production Company
s Petroleum Engineer, 1992 - 1993

Cox Oil and Gas
o Production Manager, 1974 - 1992

Mobil Qil Corporation, 1967 — 1974
o Field Engineering Supervisor - Texas Gulf Coast onshore and offshore
o Lead Area Engineer - Production, well testing, waterfloods, drilling and completions
e Production Engineer - Systems design for EOR, workovers, drilling and completions
s Drilling Foreman - Onsite dnlhng supervisor

EDUCATION

MS, Engineering Petroleum and Natural Gas Engineering, and Chemical Engineering, BS, Petroleum
and Natural Gas Engineering, BS, Chemical Engineering Texas A & I University, Kingsville, TX 1965

PROFESSIONAL AFFILIATIONS

Society of Petroleum Engineers

Adwvisory Board, Department of Chemical and Petroleum Engineering , Umiversity of Wyoming
Member , Plasma Reactor Research Team, University of Wyoming College of Engineering
Registered Professional Engineer, Texas

1600 Broadway, Ste 1960 Denver, Colorado 80202 Phone (303)595-7430 dan@djresourcesinc com
Narrative of Engineering Exhubits
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“O” Sand Producers

Walker Field
TIN R53W
Logan County, Colorado

Exhibit C-1 shows the base data and parameters used in calculating the effective drainage
radi1 for the Walker Field “O” Sand producers Records indicate three wells were
perforated in the “O” sand, and production information is available for two of the wells,
the Ray W. Davis #1 and the Ramey #1 Cumulative oil production is based upon
COGCC Hustorical records The net thickness is as presented on the net pay map of the
geological presentation Porosity values were based upon core results for the Ray W.
Davis #1 well “O” Sand core which are available on the COGCC website. The porosity
value of 18 percent is from the interval of 5255°-5269°. The assumed saturation of 0 35
1s greater than the residual surface water saturation values of 26 percent for this same
interval and may be conservative The oil formation volume factor 1s based upon
correlations for an average API gravity of 17 degrees. The recovery factor of 25 percent
is intermediate between a solution gas drive and a water displacement recovery factor.
Due to the low GOR associated with the low API gravity, solution gas drive recovery
factors may be greater than values typically expected for reservoirs with higher API and
GOR values. The resulting calculated radial drainage areas for the two producers are 23
and 9 acres, as shown on Exhibit C-1

Exhibit C-2 shows the input parameters and anticipated results of the economic analysis
for an “O” Sand horizontal lateral producer m the nearby West Padroni field The West
Padroni Field wells were normalized to time zero to be used as a model for the oil
production stream Economic calculations were performed for 100 percent working
interest and the projection and economic parameters are detailed on the exhibit The
economic calculations result in a per well gross o1l recovery of 526 MBBLS and a per
well net recovery of 447 MBBLS. The net cash flow after investment and operating costs
is 32,083 M$ and the discounted cash flow (10 %/Yr) is 11,379 M$. The economics
results are very favorable and indicate an “O” Sand horizontal producer is economically
viable in this field in the current cost and price environment.

Based upon the findings of my review, as summarized in Exhibits C-1 and C-2, 1t 1s my
expert opmion 80 acre units are not smaller than the maximum area that can be efficiently
and economucally drained by one well. Based on vertical well drainage as shown in
Exhibit C-1 and making the assumption from personal communications with a nearby
operator confirming significant production uplift from the “O” Sand in horizontal wells
versus vertical wells, a conservative uphft of 2.5 times in the horizontal wells versus
vertical wells results in drainage areas of 57 5 acres and 22 5 acres.
Exhibit C-1
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Dramage Radius Calculations

“0” Sand Producers

Walker Field
TON R53W
Logan County, Colorado
Variable Source
Well Name Ray W. Davis Ramey Davis
#1 #1 #1
API Number | 05-075-06321 05-075-06435 | 05-075-08870
Cum O1l 102 34 0 COGCC records
Production
(MBBLS)
Net 20 17 17 DJ Resources
Thickness Mapping
(Feet)
Porosity 018 018 0.18 Ray W. Davis #1
(Fraction) core data
Water 0.35 0.35 035 Consistent with
Saturation Ray W. Davis #1
(Fraction) core data
Oil FVF 1.03 1.03 1.03 Correlation results
(RB/STB) for 17 Degree AP1
Recovery 025 0.25 0.25 Based upon
Factor experience for low
(Fraction) GOR solution gas
dnive or
moderately
effective water
influx
Area 23 9 0 Calculated
(Acres)
Drainage 567 353 0 Calculated
Radius
eet)

Exhibit C-2
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Economic Calculations

“0” Sand Producer

Walker Field

TON R53W

Logan County, Colorado

Variable Source

Label Example “O” Sand

Initial Rate (BOPD) 75 2 5 x uplift Ramey # 1 performance
Initial Decline (Frac/Yr) 005 West Padroru Field performance
Arp’s “n” 00 West Padroni Field performance
GOR 00 Assumed

Working Interest (Fraction) 100 Total Well Example Economics
Revenue Interest (Fraction) 085 Typical Value

Production Tax (Fraction) 010 Logan County

Investment (M$) 750 DJ Resources recent drilling

Operating Cost ($/Month)

2,000 + $0.16/bb!

Assumed

Gross Projected Oil (MBBLS) 526.6 Calculated
Net Projected Oil (MBBLS) 447 61 Calculated
Net Sales (M$) 35,808.5 Calculated
Production Tax (M$) 1,094.1 Calculated
Operating Cost (M$) 1,881.6 Calculated
Net Operating Income (M$) 32,832.8 Calculated
Cash Flow (M$) 32,0828 Calculated
Disc CF @10% (MS) 11,378.6 Calculated
Life (Years) 75 Calculated

Date 0008 937 43AM ECONOMIC PROJECTION
Project Name 0 Sand Padrom West Field As Of Date  7/1/2008 Case "O" Sand PUD Projection
Partner All Cases Discount Rate (%) 1000 Reserve Cat. Proved Producing
Case Type LEASE CASE Custom Selection Field Walker Field
Archive Set defanlt Operator D] Resources
Walker Freld, "O" Sand , 75 bopd Reservoir
Cum O1l (MbbD 008 WHOS$80, WI 100%, RI 85%, Inv $M750 Co, State
Cum Gas (MMef) 000 Fixed $2000/W/M, Lifting $ 16/fluid bbi
Gross Gross Net Net o1 Gas o Gas Misc.
Year ol Gas ol Gas Price Price Revenue Revenue Revenue
(Mbbl) (MMef) (Mbbl) (MMt (S/bbl) (SMcf) (MS) (M$) (MS)
2008 1373 000 1167 000 8000 000 93335 000 000
2009 2620 000 2227 000 8000 000 1,781 62 000 000
2010 2489 000 2116 000 2000 000 1,692 60 Q00 000
2011 2365 000 2010 000 8000 000 1,608 03 000 000
2012 253 000 1915 000 2000 000 1,531 76 000 000
2013 2134 000 1814 000 8000 000 1,451 14 000 000
2014 2027 600 1723 000 8000 000 1378 63 600 000
2015 1926 000 1637 000 8000 000 1,30975 000 000
2016 1835 000 15 60 000 8000 000 1,247 63 000 000
2017 1738 000 1477 000 8000 000 1,181 96 a00 000
2018 1651 000 1404 000 2000 000 1,12291 000 000
2019 1569 a0 1333 000 8000 000 1,066 80 000 000
2020 1494 a0 1270 000 2000 [ 101628 000 000
2021 1416 a0 1203 000 2000 000 96272 000 000
2022 1345 000 1143 000 8000 000 914 61 000 000
Rem 24425 000 20761 000 8000 000 16,608 83 000 000
Total 526 60 000 44761 000 8000 000 35,308 54 000 000
ult 52660 000
Well Net Tax Net Tax Net Net Net Other Net Annual Cum Disc
Year Count Produenon AdValorem Investment  LeaseCosts  Welt Costs Costs Profits Cash Flow Cash Flow
(MS) (Ms) (M$) MS) MS) ™s) (MS) (M5) (MS)
2008 100 052 2800 750 00 1200 000 213 000 14071 11967
2009 100 099 5345 000 2400 000 407 000 1,699 12 1,664 91
2010 100 094 5078 000 2400 000 387 000 1,61302 2,998 57
2011 100 089 4824 000 2400 000 367 000 1,53122 4,149 59
2012 100 085 4595 000 2400 000 350 000 1,45746 514549
2013 100 080 4353 000 2400 000 331 600 1,37949 6,00237
2014 100 076 4136 000 2400 000 315 000 1,309 36 6,741 80
2015 100 073 3529 000 2400 000 299 000 124274 737984
2016 100 069 3743 000 2400 600 285 000 1,182 66 793180
2017 100 a6s 3546 000 2400 000 270 000 111915 8406 61
2018 100 062 3369 000 2400 ago 256 000 1,062 03 881626
2019 100 059 3200 000 2400 000 244 000 1,007 77 9,169 65
2020 100 056 3049 000 2400 000 232 000 958 83 9,475 30
2021 100 053 2888 000 2400 000 220 000 90710 973816
2022 100 051 2744 000 2400 000 209 000 860 58 9,964 87
Rem 920 49826 000 145178 a00 3793 000 14,61165 1,41378
Total 1983 1,07426 750 00 1,799 78 000 8179 000 32,082 88 11,378 65
Major Phase od Abandonment Date 6/30/2083 Present Worth Profile (MS)
Perfs 0-0 Workng Int 100000000 PW 500% 16,896 62
Imtial Rate 2,300 000 bbl/month Revenue Int 085000000 PW 800% 13,090 15
Abandonment 49096 bbl/month Disc Iutral Invest. (M$) 750 000 PW 10 00% 11,378 63
Imtial Decline 500 %year b=0000 ROImvestment (discAundisc) 1617/4378 PW 1200% 10,063 42
Beg Rato 0000 mef/bibl Years to Payout 042 PW 15 00% 8,57787
End Ratio 0000 mefbl Internal ROR (%) 94070 PW 20 00% 688702
TRC Eco Detarled rpt Page 2 of2

T \DJ Resources\Codell and Na\Padron: West Field\O Sand Phd
Gilliland #1-H
SL: NE SE Sec. 20 T9N R53W
Walker Field
Logan County, Colorado
Permit #

“0.1” Sand Horizontal Drilling Procedure

MIRU top drive rig.

Drill 4-3/4” horizontal lateral at a final TVD of approximately 5,282° with a
maximum south displacement from surface location of 1,350°.Use an oil
based system to drill with if available. If not, use a low solids non-dispersed
system with controlled fluid loss at 8 c¢/min or less.

Log with LWD equipment.

Complete well as an open hole completion. Swab test well and determine
further completion procedures if warranted.
—
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Authority For Expenditure

Well Name: Gilliland #1-H

| Operator:

DJ Resources, inc

|AFE #

Location SL NESE Sec 20 T9N R53W

Field

Walker

Project Objective 1,350 honizontal in "O 1" Sand |

Formation O 1 Sand

|Proposed TD 5,284" +/-

Purpose of Expenditure

Dnill and complete a horizontal lateral 1,350' +/- south of service location at an approximate TVD=5,282"

Prepared by Date
Working Interest 100 00000%|
Costs are estimates only. IDC ACCNTG ICC ACCNTG TOTAL
INTANGIBLE CODE CODE COST
Permits and Surveys $ 3,000 $ 3,000
Drilling Title Opinion $ -
Location & Roads $ 10,000 $ 10,000
Insurance Bonds $ .
Surface Damages $ -
$ B
Dayrate Drilling [ days @ 12000 $/day | $ 72,000 $ 72,000
Footage Drilling feet @ $/foot $ -
Turnkey Drilling $ -
Bits $ 8,000 $ 8,000
Direchional Services $ 86,000 $ 86,000
Mud & Chemicals $ 4,000 $ 4,000
Fuel & Power $ -
Water $ 1,000 $ 1,000
Cementing Services $ -
Electric Logging & Perforating $ =
Mud Logging $ -
Coring $ -
Drill Stem Testing $ -
Equipment Rental - Surface $ 1,000 $ 1,000
Equipment Rental - Downhole Spear, scraper, swedge $ -
Transportation $ 3,000 $ 3,000
Communication $ 3,000 $ 3,000
Contract Labor Including Casing Crews $ -
Consulting Engineer $ 6,000 $ 6,000
Consulting Geologsst $ -
Miscellaneous (Hauling Tubulars and Rods) $ -
Plugging & Abandonment $ 20,000 $ 20,000
Company Labor $ 6,000 $ 6,000
Completion Unit $ 12,000 $ 12,000
Acidizing_Tersol treatment $ -
Fractunng $ -
Tubular Inspection $ -
Production Testing $ 1,000 $ 1,000
Overhead $ -
Contingencies - 15% $ 33,000 $ 2,000 $ 35,000
TOTAL INTANGIBLE | s 256,000 $ 15,000 $ 271,000
TANGIBLE Feet oD $/it
Conductor $ -
Surface $ -
Intermediate $ -
Production $ -
Liner $ -
Tubing $ -
Liner Equipment (hangers, float equip, etc ) $ -
Wellhead Equipment $ 1,000 $ 1,000
Packers, Retainers, & Anchors $ 500 $ 500
Downhole Pump $ 2,000 $ 2,000
Sucker Rods (5200' of 3/4" & 7/8" Rods) $ 10,000 $ 10,000
Surface Artificial Lift Equipment $ 42,000 $ 42,000
Engines & Motars / Pumping Unit $ 5,000 $ 5,000
Tanks, Walkways, & Stairs $ 25,000 $ 25,000
Separators, Treaters, Compressors, & Dehydrators $ 18,000 $ 18,000
Battery Connections, & Valves $ 5,000 $ 5,000
Surface Transfer & Triplex Pumps $ -
Meter & Meter Run / LACT Unit $ -
Flowline, Sales Line, Disposal Line, Injection Line $ 4,000 $ 4,000
Buildings & Structures $ 2,000 $ 2,000
Miscellaneous Equipment - Anchors $ 2,000 $ 2,000
TOTAL TANGIBLE | s - $ 116,500 $ 116,500
TOTAL WELL COST | $ 256,000 $ 131,500 $ 387,500




