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May 27 

VIA - FEDERAL EXPRESS 

BEFORE THE 
OIL CONSERVATION DIVISION 

Santa Fe, New Mexico 

Case No. _J201J_ Exhibit No. __4_ 

Submitted by:__SjnitaP^ 

Hearing Date: JUIV?,^ IQO« 

Mr. Bob Matthew 
Exxon Company, USA 
Post Office Box 4697 
Houston, Texas 77210-4697 

RE: EXXON AGMT fVAB-91 -0029 
Cercion Federal Wells 
Township 22 South, Range 32 East, NMPM 
Section 21: E/2 
Section 22: W/2 
Lea County, New Mexico 

Dear Bob: 

Strata Production Company ("Strata") recently drilled the Cercion Federal #8 Well in 
Section 22: SW/4NW/4, Township 22 South, Range 32 East, NMPM, Lea County, New Mexico 
under the terms of the Lease Operating Agreement with Exxon Corporation effective September 
25, 1992 ("Agreement"). The well was drilled to 8,900* and showed potential in the Delaware 
formation. However, with current oil prices, it was uneconomic to complete. Therefore, the 
well was plugged and abandoned on March 25, 1998. 

The original five year term of the Agreement has terminated and Strata will now be 
subject to the provisions of the Agreement under the Continuous Development Program. 
Therefore, to keep the Agreement in force, we must commence operations for drilling our next 
well on or before September 25, 1998. 

Strata plans to commence drilling operations in the W/2 of Section 22 on or before 
September 25, 1998 to test the Morrow formation at approximately 15,000'. Since the proration 
unit for Morrow production is 320.0 acres, we would like to work out an agreement with Exxon 
covering rights below the Delaware formation under the Cercion Federal Well #2 in the 
NW/4NW/4 and the Cercion Federal Well #4 in SE/4NW/4 of Section 22 which were drilled 
under the terms of our Farmout Agreement with Exxon dated July 9, 1991. Strata received 
assignments from Exxon covering these two wells from the surface to 8,637 feet and the surface 
to 8,641 feet respectively. 



Since Exxon retained the deeper horizons under the Cercion Federal #2 and #4 Wells, we 
would like to ask Exxon to review this proposed well location at this time and advise whether it 
would be interested in participating with Strata in a Morrow test. 

If Exxon is not interested in participating, Strata would propose that Exxon amend the 
current Agreement to include the deep rights Exxon retained under the 80 acres. 

Further, if the Morrow test is successful in the W/2 of Section 22, Strata may be 
interested in drilling another Morrow test in the E/2 of Section 22. 

We have recently completed a leasehold check of this acreage in Lea County and located 
a Lease Operating Agreement between Exxon Corporation and POGO Producing Company 
effective June 1,1992. According to the well information, POGO completed the last well under 
its Lease Operating Agreement with Exxon in February, 1997. Therefore, if this information is 
correct and no extensions or other contracts have been entered into between the parties, the 
undrilled acreage in the NE/4 and W/2SE/4 has reverted to Exxon. 

If this is the case, and Exxon is interested in further development of its leasehold, Strata 
would like to obtain an Option Farmout from Exxon covering the balance of the acreage that was 
not earned by POGO. Strata would propose the following terms for Exxon's consideration: 

1) Within one hundred and eighty (180) days from the drilling of a Morrow test in 
the W/2 of Section 22, Township 22 South, Range 32 East, Strata will have the right, but not the 
obligation, to drill a second Morrow test at a legal location of its choice in the E/2 of Section 22. 

2) If the well is capable of producing in paying quantities, Strata would earn rights 
from the surface to 100' below the deepest producing interval drilled. 

3) Exxon will reserve as an overriding royalty, the difference between existing lease 
burdens and 20% to deliver an 80.0% net revenue interest lease.. 

4) If Strata exercises its option and a well is drilled in the E/2 of Section 22 ("Option 
WeH"), Strata will have satisfied its drilling obligation for its next well as set out under the terms 
of the Continuous Development Program of the Lease Operating Agreement ("Agreement") 
effective September 25,1992. However, it is understood that any subsequent well to be 
commenced after the Option Well shall be drilled in accordance with the terms of the Agreement 
covering the remaining undrilled acreage located in Township 22 South, Range 32 East, Section 
21: E/2 and Section 22: W/2, Lea County, New Mexico. 



Since time is of the essence, we would sincerely appreciate Exxon's response to Strata's 
proposals at its earliest convenience. We have enclosed a map of the area for reference purposes, 
together with copies of the Lease Operating Agreements; (Strata and POGO) and Farmout 
Agreement dated July 9, 1991 for your further information. 

Your attention and cooperation is appreciated and i f you have any questions or additional 
information is needed, please contact the undersigned. 

Sincerel 

Enc. Stated 
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TELEPHONE (505, 622 1127 
FACSIMILE (505) 623• 3533 

200 WEST FIRST STREET. ROSWELL PETROLEUM BUILDING, SUITE 700 
ROSWELL, NEW MEXICO 88201 

June 2, 1998 

VIA - FAX #713-431 -1475/U.S. MAIL 

Mr. Bob Matthew 
Exxon Company, USA 
Post Office Box 4697 
Houston, Texas 77210-4697 

In accordance with our conversation regarding Strata's correspondence of May 27, 1998, 
you have advised that the Term Assignment with POGO Producing Company covering Exxon's 
acreage in Township 22 South, Range 32 East, Section 22: E/2 has been extended for one year. 
Therefore, Strata's request for an Option Farmout was not possible. However, you did advise that 
the deep rights Exxon holds in the NW/4NW/4 and SE/4NW/4 of Section 22 may be available to 
Strata through a Term Assignment or Farmout Agreement. 

Since Strata plans to drill its next obligation well under its Term Assignment with 
Exxon covering the SWM, NE/4NE/4 and SW/4NW/4 of Section 22 we would request a one year 
Term Assignment from Exxon covering the NW/4NW/4 and SE/4NW/4 of Section 22. Since we 
are planning a Morrow test and Exxon has elected not to participate, this will give us the spacing 
necessary for Morrow production. 

In this regard, Strata hereby submits the following proposal for Exxon's consideration: 

1) $250.00 per acre for rights below the Base of the Delaware formation under 
Section 22: NW/4NW/4 and SE/4NW/4 for a term of one year. 

RE REQUEST FOR TERM ASSIGNMENT 
Township 22 South, Range 32 East, NMPM 
Section 22: NW/4NW/4, SE/4NW/4 
Containing 80.0 acres m/1 
Lea County, New Mexico 

Dear Bob: 

2) Exxon would reserve a 5.0% overriding royalty interest which is the same 
overriding royalty covering the balance of the lands in the W/2 of Section 22 under the Term 
Assignment dated September 25, 1992 between Exxon and Strata. 



Exxon's consideration of our proposal is appreciated and if you 

i dditional information is needed, please contact us. 

Mclnerney, CPL 
•''Landman 
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STRATA PRODUCTION COMP A NY 
TELEPHONE (505) 622 1127 
FACSIMILE (505) 623-3533 

200 WEST FIRST STREET, ROSWELL PETROLEUM BUILDING, SUITE 700 
ROSWELL, NEW MEXICO 88201 

June 12, 1998 

VIA - CERTIFIED MAIL-RETURN RECEIPT REQUESTED 

Mr. Bob Matthew 
Exxon Company, USA 
Post Office Box 4697 
Houston, Texas 77210-4697 

RE: REQUEST FOR TERM ASSIGNMENT 
Township 22 South, Range 32 East, NMPM 
Section 22: NW/4NW/4, SE/4NW/4 
Below the base of the Delaware formation 
Containing 80.0 acres m/1 
Lea County, New Mexico 

Dear Bob: 

In accordance with our conversation regarding Strata's offer to Exxon of June 2, 1998 
you advised that although the $250.00 per acre Strata offered for a one year term assignment was 
agreeable to Exxon, the 5% overridng royalty interest was unacceptable. 

You further advised that Exxon would only deliver a 75% NRl to Strata for a one year 
assignment. Since Strata is drilling a deep Morrow test, this NRl is not acceptable to Strata. In 
addition, Strata has already earned the upper zones from the surface to the Base of the Delaware 
under its Farmout Agreement with Exxon. Therefore, Strata cannot realize any additional pay 
in the upper formations to make this low NRl workable. Due to these facts Strata cannot 
accept less than the 82.5% NRl as originally proposed. 

Strata hereby proposes the drilling of the Under the Hill Federal #1 well at a location 
1980' FWL and 1980' FSL of Section 22, Township 22 South, Range 32 East, NMPM, Lea 
County, New Mexico. \ contscra. r^o^'feJ' 

Strata estimates the total cost to drill and complete this well to be $1,479,485.00 as 
shown on the enclosed Authority for Expenditure ("AFE") #UTIIF-22-32-22. 

Given that standard proration units in this area are 320.0 acres for wells to this depth, 
Exxon will hold 25% working interest and Strata will hold 75% working interest. 



Please review the enclosed AFE and if Exxon approves same and elects to participate, 
please execute one copy of the AFE where indicated and return to Strata with your share of dry 
hole costs as set out on the attached invoice. 

Thank you for your attention and if you have any questions, please contact the 
undersigned. 
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STRATA PRODUCTION COMPANY; 

TELEPHONE (505) 622 -1127 
FACSIMILE (505) 623-3533 

200 WEST FIRST STREET, ROSWELL PETROLEUM BUILDING, SUITE 700 
ROSWELL, NEW MEXICO 88201 

INVOICE 

UNDER THE HILL FEDERAL #1 WELL 
Township 22 South. Range 32 East. NMPM 

Section 22: 1980' FWL & 1980' FSL (W/2) 
Lea County, New Mexico \ 

June 12, 1998 

Exxon Company, USA 
Post Office Box 4697 
Houston, Texas 77210-4697 

To invoice you for your proportionate share of 
AFE ESTIMATED DRY HOLE: 

25.0% X AFE TOTAL ESTIMATED DRY HOLE 
COSTS: $1,074,992.00 

TOTAL DUE: $268,748.00 

Thank you. 



o 
S 
c 
o 

3 
a 
a. 
£ o o 
CM 
(/> 
IU 
QC 
o 
• 
< 
z 

g 

SENDER: 
•Complete Hams 1 and/or 2 for additional aerviess. 
•Complete Items 3, 4a, and 4b. 
•Print your name and address on the reveree ol IM» lorm ao that we can return Ihfa 

card to you. 
•Attach thle lorm lo Ihe front ol Ihe mailpiece, or on the back II apace does not 
permit. 

•Write'Return Receipt Requested' on the mailpiece below Ihe article number. 
• The Return Receipt wil show to whom the article was delivered and Ihe dale 

delivered. 

1 also wish to receive the 
following services (for an 
extra fee): 

1. • Addressee's Address 

2. • Restricted Delivery 

Consult postmaster for fee. 

3. Article Addressed to: 

M r . Bob M a t t h e w 
Exxon Company, USA 
P. 0 . Box 46 9 7 
H o u s t o n , T x . 7 7 2 1 0 - 4 6 9 7 

4a. Article Number 

Z 263 896 956 
3. Article Addressed to: 

M r . Bob M a t t h e w 
Exxon Company, USA 
P. 0 . Box 46 9 7 
H o u s t o n , T x . 7 7 2 1 0 - 4 6 9 7 

4b. Service Type 

• Registered H Certified 

• Express Mail • Insured 

CKRetum Receipt lor r^rchandise • COD 

3. Article Addressed to: 

M r . Bob M a t t h e w 
Exxon Company, USA 
P. 0 . Box 46 9 7 
H o u s t o n , T x . 7 7 2 1 0 - 4 6 9 7 

7. Oate of Delivery 

JUN 1 fi W" 
5. Received By: (Print Name) 8. Addressee's Address (Only if requested 

and fee Is paid) 

6. Signature: (Addressee or Agent) 
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8. Addressee's Address (Only if requested 
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PS Form 3 8 1 1 , December 1994 102S9S-97.B-0178 Domestic Return Receipt 

UNITED STATES POSTAL SERVICE 

• Print your na 

JUN i 819981 

First-Class Mail 
Postage & Fees Paid 
USPS 
Permit No. Q-10 

address, and ZIP Code in this box • 

e-^4*U3roduction Company 
P.O. Box 1030 

Roswell, New Mexico 88202-1030 
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POST OFFICE DRAWER 1030 
ROSWELL, NM 88202-1030 

TELEPHONE (SOS) 622-1127 
FACSIMILE (505) 623-3533 

200 WEST FIRST STREET, ROSWELL PETROLEUM BUILDING, SUITE 700 
ROSWELL, NEW MEXICO 88201 

June 29, 1998 

VIA - FEDERAL EXPRESS 

Mr. Bob Matthew 
Exxon Company, USA 
233 Benmar, Suite 160 
Houston, Texas 77060 

In accordance with our conversation, attached is the Joint Operating Agreement ("JOA") 
dated June 1, 1998 covering the subject lands which has been prepared by Strata Production 
Company, Operator. Please review same and contact me with regard to the participation of 
Exxon Company, USA ("Exxon") in the well Strata is proposing 1980' FWL and 1980' FSL of 
Section 22 to test the Morrow formation. As we discussed, we plan to commence drilling 
operations on or before September 21, 1998. 

We contemplate Exxon's working interest in the well to be 25% with a 25% net revenue 
interest, less existing burdens if Exxon elects to participate. Upon approval of the enclosed JOA, 
please execute and return the attached signature pages with one copy of the Recording 
Supplement signed and ackowledged by Exxon for filing in the Lea County records. We also 
request that one copy of the AFE we previously tranmitted, be returned to Strata with Exxon's 
share of dry hole costs for the drilling of the well. 

If you have any questions, please contact the undersigned. 

RE: JOINT OPERATING AGREEMENT 
Township 22 South. Range 32 East. NMPM 
Section 22: W/2 
Containing 320.0 acres m/l 
Lea County, New Mexico 

Dear Bob: 

Enc. 
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ICiN for delivtrv schedule. Sea back for dttiihjd desenpttofls of fraioht strvtcts.) 

• FedEx 
I • FedEx 

T 
• packaging |—I FedEx r ^ l FedEx 

, I—I Letter t i k i Pak , I—18ox l—lTude 
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