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Weld County Drilling Fund, LLP

Executive Summary

The Weld County Drilling Fund, LLP (the “Fund”) &n investment instrument designed to
maximize potential return for its partners. Theti&ti Managing Partner has over 34 years
experience in the Oil & Gas industry. This provides Fund great access to the professionals and
relationships within the industry.

The upside potential for the Fund draws on the fhat it relies on developmental drilling
activity. That is, all drilling will be in close pximity, adjacent to, or “infield” to currently
completed and/or commercially producing wells. Tinding locations and acreage in the Fund
are very attractive because they greatly limitgpeculative nature inherent in oil & gas drilling.
Furthermore, should there be by circumstance orgeney a call for any additional money, that
will be at cost (invoice) plus 7%.

Drilling Activity

The Fund seeks partners who demand substantiahsettth minimal risk in its developmental
drilling program located in the Wattenberg/DJ Beeiea in Northeastern Colorado.

The ever expanding DJ Basin is the leading prodedield in Colorado and thé"argest oil &
natural gas field in the U.S. There is currentiyeaerage of 19,000 active wells in the field. The
formations, Niobrara, Codell, and J Sands are sightls and shales that collectively produce
both oil and gas and typically stimulated with heudic fracturing, and have a success rated of
over *90.0% (plus). The Codell wells have a higtof producing 25 — 30 years and more. With
new technology in fracturing these wells, they barrefractured after several years of production
which can increase production, in some cases, hibhe the original flush production. Due to
supply and demand, lease, drilling and completmsiare subject change.

PURPOSE: To drill and develop leases made available to Letlgnergy, Inc

WHERE: Weld and surrounding counties in the DJ Basin kedtatpproximately 60 miles north

of Denver, Colorado.

TARGETS: The Codell, Niobrara and J Sand formations withaximum depth of approximately

8,000 feet.

INTEREST: Fund partners will receiv@0% working interest equaling to 59.40% net revenue

interest.

MANAGER: Leland Energy, Inc. has reasonable experiencd amdigas field operations.

ENGINEER & STRATEGIC PARTNER: Ranchers Exploration will oversee the drilling

and operation of the wells.

* See quotes from Apollo Operating Company, page29



AMOUNT: The fund will upon full subscription be $2.500,000.

GEOLOGY: The DJ Basiris a geologic structural basin centered in eastamiorado in the
United States, but extending into Southeast Wyomiligstern Nebraska, and
Western Kansas. It underlies the Denver-Aurora &fmilitan Area on the
eastern side of the Rocky Mountains

GEOLOGIST: Roger Charbonaeu (See Bio Section for more infaomat

DRILLER: Cade Dirilling of Greeley Co. Baker-Hughes will l¢ained to set up and
oversee the directional drilling procedures. (€actor can be changed prior to
drilling activity).

OIL PURCHASER: Teppco Crude Oil GP, LLP
The Colorado refineries are Suncor and Contindedihery
Company.

PROJECTED PRODUCTION*Two well: First 12 months of production is projedtat 31,200
Bbls per year based on 100 Bbls per day with a 10%
decline per year.

See projected cash flow attached spreadsheet.

PRODUCT QUALITY: High_ cond_ensate natural gas and sweet crude codintp
premium prices.

GATHERING SYSTEM: Gas gathering systems are in place throughout SnBdsin.

PROJECT LIFE: 25 to 30 years is estimated life of Codell wells.

TAX BENEFITS: *100% immediate deduction on intangible drillingnd

completion costs. Tangible assets depreciatiod, dapletion
allowance written off over approx 5 — 6 years.

INCOME PAYMENT: All revenues will be paid to fund partners on anthly basis.
SUMMARY: Weld County Drilling Fund, LLP is low risk:

1. It is an offset drilling program

2. On undeveloped property

3. Proven Reserves

4. 90.0% success rate (plus)

Weld County Drilling Fund, LLP is a great int@&nt:

1. Maximized returns
2. Minimized risk
3. Tax write-off

* Projections ONLY. Actual production numbers canhbe guaranteed.

**No tax advice is being given, and applicable teegulations vary from individual to individual. Ind/iduals should seek
independent tax advice regarding the tax benefifdtds program. Tax benefits applicable to U.S. tpaying partners only and
may not apply to International partners.
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The Weld County Drilling Revenue Projection

*Pro-Forma Production Revenue

Number of Wells in Fund

2

50 bbl per
well

2

2

2

2

Assumed Production Per Well (bbl/da

50

50

50

75

75

Net Yearly Revenue

$1,204,632.00

$1,389,960.00

$1,575,288.00

$1,806,948.00

Assumed Total Production (bbl/day) 100 100 100 150 150
$/bbl $65.00 $75.00 $85.00 $65.00 $75.00
Gross (Net Revenue Interest) Per Day $6,500.00 $7,500.00 $8,500.00 $9,750.00 $11,250.00
66% NRI (100% WI) Per Day $4,290.00 $4,950.00 $5,610.00 $6,435.00 $7,425.00
Days Per Month 26 26 26 26 26
Monthly Working Interest $111,540.00 $128,700.00 $145,860.00 $167,310.00 $193,050.00
Less Monthly State Tax and Op. Exp. (approx. 10%

of WI) $11,154.00 $12,870.00 $14,586.00 $16,731.00 $19,305.00
Net Monthly Revenue $100,386.00 $115,830.00 $131,274.00 $150,579.00 $173,745.00

$2,084,940.00

Net Yearli Disbursement to Partners i90% Wli $1,084,168.80 | $1,250,964.00 | $1,417,759.20

$1,626,253.20

$1,876,446.00

Net Per Unit Yearly Disbursement $43,366.75 $50,038.56 $56,710.37

Net Per Unit Monthly Disbursement

Annual Rate of Return on Investment _—

$3,613.90
43.37%

$4,169.88
50.04%

$4,725.86
56 .71%

Per Unit Participation $100,000.00 $100,000.00 $100,000.00 $100,000.00 $100,000.00
Number of Units in Fund 25 25 25 25 25
Total Fund Raise $2,500,000.00 | $2,500,000.00 | $2,500,000.00 $2,500,000.00 | $2,500,000.00

$65,050.13 $75,057.84

$5,420.84

65.05%

$6,254.82
75.06%

**Tax Considerations:

Initial investment (1 unit) $100,000.00 $100,000.00 $100,000.00 $100,000.00 $100,000.00
Amount to write off (assuming 70% eligible) $70,000.00 $70,000.00 $70,000.00 $70,000.00 $70,000.00
Tax Bracket 35.00% 35.00% 35.00% 35.00% 35.00%
Dollar amount deduction $24,500.00 $24,500.00 $24,500.00 $24,500.00 $24,500.00
Actual dollar amount of investment $75,500.00 $75,500.00 $75,500.00 $75,500.00 $75,500.00
Percent annual ROI based on tax-adjustment
investment amt. 57.44% 66.28% 75.11% 86.16% 99.41%

** Tax benefits applicable to U.S. tax paying partners
only and may not apply to International partners.

advice regarding the tax benefits of this program.

* The Pro-Forma calculator is a tool designed safeb assist in valuing the possibilities of thisqggram, and is in no way a guarantee of production
Furthermore, no tax advice is being given, and ajgable tax regulations vary from individual to ingidual. Individuals should seek independent tay
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100 bbl per well

140 bbl per well

$2,362,932.00

$2,409,264.00

$2,779,920.00

$3,150,576.00

$3,372,969.60

2 2 2 2 2 2 2
75 100 100 100 140 140 140
[N i IO I R
150 200 200 200 280 280 280
$85.00 $65.00 $75.00 $85.00 $65.00 $75.00 $85.00
$12,750.00 $13,000.00 $15,000.00 $17,000.00 $18,200.00 $21,000.00 $23,800.00
$8,415.00 $8,580.00 $9,900.00 $11,220.00 $12,012.00 $13,860.00 $15,708.00
26 26 26 26 26 26 26
$218,790.00 $223,080.00 $257,400.00 $291,720.00 $312,312.00 $360,360.00 $408,408.00
$21,879.00 $22,308.00 $25,740.00 $29,172.00 $31,231.20 $36,036.00 $40,840.80
$196,911.00 $200,772.00 $231,660.00 $262,548.00 $281,080.80 $324,324.00 $367,567.20

$3,891,888.00

$4,410,806.40

$2,126,638.80

$2,168,337.60

$2,501,928.00

$2,835,518.20

$3,035,672.64

$3,502,699.20

$3,969,725.76

$85,065.55

$7,088.80

85.07%

$86,733.50 $100,077.12 $113,420.74

$7,227.79

$8,339.76

$9,451.73

86.73% 100.08% 113.42%

$100,000.00 $100,000.00 $100,000.00 $100,000.00 $100,000.00 $100,000.00 $100,000.00
25 25 25 25 25 25 25
$2,500,000.00 $2,500,000.00 $2,500,000.00 $2,500,000.00 $2,500,000.00 $2,500,000.00 | $2,500,000.00

$121,426.91 $140,107.97 $158,789.03

$10,118.91

$11,675.66

$13,232.42

121.43% 140.11% 158.79%

$100,000.00 $100,000.00 $100,000.00 $100,000.00 $100,000.00 $100,000.00 $100,000.00
$70,000.00 $70,000.00 $70,000.00 $70,000.00 $70,000.00 $70,000.00 $70,000.00
35.00% 35.00% 35.00% 35.00% 35.00% 35.00% 35.00%
$24,500.00 $24,500.00 $24,500.00 $24,500.00 $24,500.00 $24,500.00 $24,500.00
$75,500.00 $75,500.00 $75,500.00 $75,500.00 $75,500.00 $75,500.00 $75,500.00
112.67% 114.88% 132.55% 150.23% 160.83% 185.57% 210.32%




TAX BENEFITS OF OIL & GAS
INVESTMENTS

* Tax benefits applicable to U.S. citizens only, @gpressed herein.




Leland Energy, Inc.

TAX BENEFITS OF OIL AND GAS INVESTMENTS

For the individual investor not subject to the aitgive minimum tax, there are some potentiallygigant tax
advantages arising from development of domestiamd gas prospects. These benefits are manifestewd
distinct tax attributes: The election to expengarigible drilling costs and the percentage depletixpense.

Drilling costs helps the individual investor recadiine original cash investment by offsetting that
expense against other ordinary income. Since atautial portion of the investment in an oil

and gas prospect will be intangible drilling ca$tis potential benefit can be very significant

depending on the investors incremental tax rathis €lection creates an alternative minimum
tax preference item and its effect should be camsillin advance of making this election. The
balance of a participant’s investment will fall oantwo categories: equipment and leasehold
improvements, which should be depreciated overrsgars and amortized over ten years
respectively.

The percentage depletion expense is an expendedagaon the successful completion of a well
and the subsequent production. The gross oil asdevenue from the well will determine this
deduction. Currently the percentage of the gres®nue used for calculating the depletion
expense is 15% for light, “sweet crude”. This petage can rise for heavier oil when the price
of oil drops below a specified price. Since thdwlion is based on gross revenue, the effective
taxable rate on net income from the prospect ismhower than other ordinary income. There is
a potential alternative minimum tax impact of petege depletion that should be considered.

SIMPLIFIED SUMMARY

1. INTANGIBLE DRILLING COSTS (IDC) are written offl00% against adjusted gross income (taxable
income), thus lowering taxable income. IDC canyvaom 65% to 95% of total unit cost.

2. LEASE AND WELL CAPITAL COSTS (TDC) are princigglfor equipment such as pump jacks, tankage,
wellheads, etc. and are capitalized and deprec@tedseven years.

3. LEASE OPERATING EXPENSE (LOE) is a fully dedunté business expense with the exception of
additional capitalized equipment.

4. OIL AND GAS PRODUCTION INCOME (Depletion Allowae) is 15% TAX FREE INCOME (minimum
15%) with the percentage determined annually byl based on average price of crude oil and other
factors.

*This is not to be construed as tax advice. Leladergy, Inc. recommends the use of a tax professiocompetent in oil and gas tax matters
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Tax Advantages of Oil and Gas Dirilling

Congressional Incentives Encourage Domestic Petrolen Development

Oil and Natural gas from domestic reserves helpgsdake our country more energy self-sufficient by
reducing our dependence on foreign imports. Intlaftthis, Congress has provided tax incentives to
stimulate domestic natural gas and oil productioarfced by private sources. Drilling projects offer
many tax advantages and these benefits greatlyneatibe
economics. These incentives are not "Loop Holeghey
were placed in the Tax Code by Congress to mal
participation in oil and gas ventures one of thethex
advantaged investments.

Intangible Drilling Cost Tax Deduction

The intangible expenditures of drilling (labor, afieals,
mud, grease, etc.) are usually about (70% to 8d%eocost
of a well. These expenditures are considered "fitde
Drilling Cost (IDC)", which is 100% deductible dog the
first year. For example, a $100,000 investment dougld
up to $75,000 in tax deductions during the firsaryef the
venture. These deductions are available in the year thg
money was invested, even if the well does not si&iting
until March 31 of the year following the contributin of
capital. ¢* See Section 263 of the Tax Code.)

Tangible Drilling Cost Tax Deduction

The total amount of the investment allocated to @hjgipment “Tangible Drilling Costs (TDC)” is
100% tax deductible. In the example above, the imnm@tangible costs ($25,000) may be deducted
as depreciation over a seven-year peritdSée Section 263 of the Tax Code.)

Active vs. Passive Income

The Tax Reform Act of 1986 introduced into the T@ade the concepts of "Passive" income and
"Active" income. The Act prohibits the offsetting lmsses from Passive activities against income
from Active businesses. The Tax Code specificales that a Working Interest in an oil and gas
well is not a "Passive" Activity, therefore, dedans can be offset against income from active stock
trades, business income, salaries, &tSée Section 469(c)(3) of the Tax Code).

Lease Costs
Lease costs (purchase of leases, minerals, etlgs xpenses, legal expenses, administrative
accounting, and Lease Operating Costs (LOC) ace1dl6% tax deductible through cost depletion.

Alternative Minimum Tax

Prior to the 1992 Tax Act, working interest paggmits in oil and gas ventures were subject to the
normal Alternative Minimum Tax to the extent thhisttax exceeded their regular tax. This Tax Act
specifically exempted Intangible Driling Cost asTax Preference Item. "Alternative Minimum
Taxable Income" generally consists of adjustedsymosome, minus allowable Alternative Minimum
Tax itemized deduction, plus the sum of tax prefeesitems and adjustments. "Tax preference items"
are preferences existing in the Code to greatlyaedr eliminate regular income taxation. Included
within this group are deductions for excess IntalegiDrilling and Development Costs and the
deduction for depletion allowable for a taxableryeger the adjusted basis in the Drilling Acreage
and the wells thereon.

*This is not to be construed as tax advice. LelaBdergy, Inc. recommends the use of a tax professioccompetent in oil and gas tax matters
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Tax Codes Applicable to Gas and Oil
Sec 469 c.3

Passive activity losses and credits limited
(c)(3) Working interests in oil and gas property

(A) In general

The term "passive activity" shall not include awyrking interest in any oil or gas property which
the taxpayer holds directly

or through an entity which does not limit the ligiiof the taxpayer with respect to such interest.

(B) Income in subsequent years

If any taxpayer has any loss for any taxable yeanfa working interest in any oil or gas
property which is treated as a loss

which is not from a passive activity, then anyinebme from such property (or any property the
basis of which is

determined in whole or in part by reference tolibsis of such property) for any succeeding
taxable year shall be treated

as income of the taxpayer which is not from a pasactivity.

Sec. 263.
Capital expenditures

(a) General rule
No deduction shall be allowed for -

(1) Any amount paid out for new buildings or forpanent improvements or betterment made to
increase the value of any
property or estate. This paragraph shall not afaply

(A) expenditures for the development of mines qradéts deductible under section 616,

(B) research and experimental expenditures dedaatiter section 174,

(C) soil and water conservation expenditures déolectinder section 175,

(D) expenditures by farmers for fertilizer, eteeddictible under section 180,

(E) expenditures for removal of architectural arahsportation barriers to the handicapped and
elderly which the taxpayer

elects to deduct under section 190,

(F) expenditures for tertiary injectants with respe which a deduction is allowed under section
193; (FOOTNOTE 1) or

(FOOTNOTE 1) So in original. The semicolon probasiyuld be a comma.

(G) expenditures for which a deduction is alloweder section 179.

(2)Any amount expended in restoring property amaking good the exhaustion thereof for
which an allowance is or has
been made.

((b) Repealed. Pub. L. 101-508, title XI, Sec. 11@&)16), Nov. 5, 1990, 104 Stat. 1388-520)

(c) Intangible drilling and development costs ia ttase of oil and gas wells and geothermal wells
Notwithstanding subsection (a), and except as gemlin subsection (i), regulations shall be

12



prescribed by the Secretary under this subtitleesponding to the regulations which granted

the option to deduct as expenses intangible dyiind development costs in the case of oil and
gas wells and which were recognized and approvatidZongress in House Concurrent
Resolution

50, Seventy-ninth Congress. Such regulations sksalgrant the option to deduct as expenses
intangible drilling and development costs in theecaf wells drilled for any geothermal deposit
(as defined in section 613(e)(2)) to the same &xted in the same manner as such expenses are
deductible in the case of oil and gas wells. Thizsgction shall not apply with respect to any
costs to which any deduction is allowed under eacio(e) or 291.

(d) Expenditures in connection with certain raitfagalling stock

In the case of expenditures in connection withréebilitation of a unit of railroad rolling stock
(except a locomotive) used by a domestic commonnecdy railroad which would, but for this
subsection, be properly chargeable to capital at¢csuch expenditures, if during any 12-month
period they do not exceed an amount equal to 2epepf the basis of such unit in the hands of
the taxpayer, shall, at the election of the taxpaye treated (notwithstanding subsection (a)) as
deductible repairs under section 162 or 212. Antigle under this subsection shall be made for
any taxable year at such time and in such mannineaSecretary prescribes by regulations. An
election may not be made under this subsectioarfgrtaxable year to which an election under
subsection (e) applies to railroad rolling stocthés than locomotives).

((e) Repealed. Pub. L. 97-34, title 1l, Sec. 2014a)g. 13, 1981, 95 Stat. 219)

(f) Railroad ties

In the case of a domestic common carrier by radl(iding a railroad switching or terminal
company) which uses the retirement-replacementodathaccounting for depreciation of its
railroad track, expenditures for acquiring andatistg replacement ties of any material (and
fastenings related to such ties) shall be accatttedame tax accounting treatment

as expenditures for replacement ties of wood (astehings related to such ties).

(g) Certain interest and carrying costs in the cdstraddles

(1) General rule

No deduction shall be allowed for interest andyiag charges properly allocable to personal
property which is part of a straddle (as definedantion 1092(c)). Any amount not allowed as a
deduction by reason of the preceding sentence Ishalhargeable to the capital account with
respect to the personal property to which such anmlates.

(2) Interest and carrying charges defined
For purposes of paragraph (1), the term "intexadtcarrying charges" means the excess of -

(A) the sum of —

i) interest on indebtedness incurred or continweplirchase or carry the personal property, and
(ii) all other amounts (including charges to inswt®re, or transport the personal property) paid
or incurred to carry the personal property, over

(B) the sum of -

(i) the amount of interest (including original issdiscount) includible in gross income for the
taxable year with respect to the property describesibparagraph (A),
(i) any amount treated as ordinary income undetice 1271(a)(3)(A), 1278, or 1281(a) with
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respect to such property for the taxable year,

(iif) the excess of any dividends includible in ggdncome with respect to such property for the
taxable year over the amount of any deduction alldeswith respect to such dividends under
section 243, 244, or 245, and

(iv) any amount which is a payment with resped security loan (within the meaning of section
512(a)(5)) includible in gross income with respecsuch property for the taxable year. For
purposes of subparagraph (A), the term "inteiastides any amount paid or incurred in
connection with personal property used in a shalg. s

(3) Exception for hedging transactions
This subsection shall not apply in the case offsedging transaction (as defined in section
1256(e)).

(4) Application with other provisions

(A) Subsection (c)
In the case of any short sale, this subsection bhapplied after subsection (h).

(B) Section 1277 or 1282

In the case of any obligation to which section 18771282 applies, this subsection shall be
applied after section 1277 or

1282.

(h) Payments in lieu of dividends in connectionwghort sales

() In general If -

(A) a taxpayer makes any payment with respect yoséock used by such taxpayer in a short sale
and such payment is in lieu of a dividend paymensuch stock, and

(B) the closing of such short sale occurs on oofigethe 45th day after the date of such short
sale, then no deduction shall be allowed for sugment. The basis of the stock used to close the
short sale shall be increased by the amount not

allowed as a deduction by reason of the precedintgace.

(2) Longer period in case of extraordinary dividend

If the payment described in paragraph (1)(A) isgispect of an extraordinary dividend, paragraph
(1)(B) shall be applied by substituting "the dayehr after the date of such short sale" for "the
45th day after the date of such short sale".

(3) Extraordinary dividend

For purposes of this subsection, the term "extiiaary dividend" has the meaning given to such
term by section 1059(c); except that such sectiafi be applied by treating the amount realized
by the taxpayer in the short sale as his adjusasain the stock.

(4) Special rule where risk of loss diminished
The running of any period of time applicable unparagraph (1)(B) (as modified by paragraph

14



(2)) shall be suspended during any period in wi#ghthe taxpayer holds, has an option to buy,
or is under a contractual obligation to buy, sutussidly identical stock or securities, or (B) under
regulations prescribed by the Secretary, a taxpagediminished his risk of loss by holding 1 or
more other positions with respect to substantisillyilar or related property.

(5) Deduction allowable to extent of ordinary inafmom amounts paid by lending broker for
use of collateral

(A) In general

Paragraph (1) shall apply only to the extent thatgayments or distributions with respect to any
short sale exceed the amount which - (i) is treagedrdinary income by the taxpayer, and

(i) is received by the taxpayer as compensatiorife use of any collateral with respect to any
stock used in such short

sale.

(B) Exception not to apply to extraordinary dividisn
Subparagraph (A) shall not apply if one or morempawts or distributions is in respect of an
extraordinary dividend.

(6) Application of this subsection with subsect{gh In the case of any short sale, this subsection
shall be applied before subsection (g).

(i) Special rules for intangible drilling and despment costs incurred outside the United States
In the case of intangible drilling and developmendts paid or incurred with respect to an oil,
gas, or geothermal well located outside the UrBedes -

(1) subsection (c) shall not apply, and
(2) such costs shall -

(A) at the election of the taxpayer, be includeddjusted basis for purposes of computing the
amount of any deduction allowable under section (@&termined without regard to section 613),
or

(B) if subparagraph (A) does not apply, be allowsd deduction ratably over the 10-taxable
year period beginning with the taxable year in \Wwhsach costs were paid or incurred. This
subsection shall not apply to costs paid or inclweh respect to a nonproductive well.

DISCLAIMER

The substance of this is furnished for informatomposes only and is not to be construed as a
tax opinion or an offer to buy or sell securitiaad it is not to be considered a solicitation to
purchase or sell a security. The information coweié herein is based on sources Leland Energy,
Inc. believes to be reliable, and Leland Energyesako guarantee nor any representation as to
the completeness and/or accuracy of the staternestanmaries of the available data herein.
Each individual should rely solely on the advicegezommendation of their legal and/or
financial advisor. This information is providedafghe date of its entry onto this website and is
subject to change without notice.
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LELAND ENERGY, INC:

The Biography Section
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LELAND ENERGY, INC.

Leland Energyhas contracted acreage in the New Winsor areaaitijains the northern
portion of the Wattenberg field which is in the ewxpanding DJ basin (see figure 1). The
Wattenberg field is the sixth largest oil & natugas field in the United States and has been the
leading productive field within Colorado’s DJ basince the late 1970’s. There are currently over
19,000 _activewells in the area. The Formations are Cretacemesl aleposits covering large
portions of the Eastern Plains of Colorado. Thenfations are tight sands and shales that
collectively produce both oil and gas, are typigcadtimulated with hydraulic fracturing and
according to Apollo Operating have a success rateer *90.0% (plus).

Leland Energywill be engaged in drilling low risk, Cordell, Nocara, and J-Sand (the
“formations”) oil & gas wells on these leases thgbundustry and direct participation partners.
Well costs, drilled & completed to the J-Sand (appB,000 feet T.D.) are estimated to be $1.1 to
$1.3 million per well. Given the very high succeate (90% plus) this is a best case scenario for
long term production & profit. Any “accredited irster” interested in our direct participation
program(s) may contact the company directly.

Leland Energys negotiating for a 20,000 plus acre farmout fléheyenne Gas Partners LP
that is located in Washington County, CO.

Leland Energyplans to develop other oil and gas opportunitied &igoal to minimize risk
while maximizing returns.

The majority of wells in the Wattenberg field aeefractured or re-stimulated using an
elliptical model for greater recovery of reservese Figure 2). Re-fracturing and the use of low
cost "slick-water fracs" (as opposed to a convaalid'gel-based fracs") further the economic
feasibility of Ranchers Wattenberg Project. Thdo@amo Oil and Gas Conservation Commission
("COGCC") rule 318(a) generally allows for eigh) (8ells per 160 acres, or thirty two (32) per
section within the majority of the Greater WattergoArea ("GWA") (see Figure 3). In addition to
its existing leased,elandplans to acquire additional leases in the Wattenbeld and/or the greater
DJ Basin on a continuing basis.

*See quotes from Apollo Operating Company, page 29
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Apollo is engaged in drilling low risk Codell, Nidcdra, and J-Sand (the "Formations") oil & gas
wells in the northern portion of the Wattenberddim the DJ basin . The Wattenberg field is the
sixth largest oil & natural gas field in the Unit8thtes and has been the leading productive field
within Colorado’s DJ basin since the late 1970r$iere are currently over 19,000 activells in

the field. The Formations are Cretaceous aged dspmms/ering large portions of the Eastern Plains
of Colorado. The Formations are tight sands amadeshhat collectively produce both oil and gas,
are typically stimulated with hydraulic fracturingnd have a success rate of over 98.9%. The
majority of wells in the Wattenberg field are redtured or re-stimulated using an elliptical model
for greater recovery of reserves. Re-fracturing @ use of low cost "slick-water fracs" (as
opposed to a conventional "gel-based fracs") furtine economic feasibility of Apollo's
Wattenberg Project. The Colorado Oil and Gas Quasen Commission ("COGCC") rule 318(a)
generally allows for eight (8) wells per 160 acmsthirty two (32) per section within the majority
of the Greater Wattenberg Area ("GWA") (see FigixeIn addition to its existing wells, Apollo
plans to drill 50 + wells in the Wattenberg fieldd#or the greater DJ Basin over the next three
years.
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Figure 1 - Regional well map of the Wattenberg Figure 2 — DJ Basin formations graphic depicting field in
the Denver Julesburg Basin, Weld County, Co. rioua depths and stimulation(s).

Figure 3 — Well spacing diagram: Based on a Section, ohagR, of a Township

As per COGCC rule 318(a) (COGCC 300 series rueslymber of legal well locations are permitablary given
section as diagramed above. In general, wellglidlfed in the center of each 40 acre quarter-guagction (see
"Wells" above), and in the center of each 160 gciater section (see "Fifth Spot Wells" above) adidition, there are
a 320 acre drill unit center spots and sectionumadls that are also allowable under COGCC rules ($Section Line
Wells" and "Center Spot - 320 Program Wells" above)
Colorado Oil and Gas Conservation Commission rul&818(a)governs the placement of oil and gas well locatisn
in Colorado's Wattenberg field.

For full viewing of all COGCC rules and regulationsgo to: http://oil-gas.state.co.us

Wells are generally located in the center of a tagd0 acre aliquot, while fifth spot wells are gaally located in the
center of a regular 160 acre aliquot
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