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July 2, 1986
Gillespie-Crow, ino.
PO Box 2587
Midland, Texas 79702
Aftention: Bill Crow :
RE: Stafe S #1
West Lovington Strawn Unit
Lea County, New Mexico

Gentlernen: .
Thank you for arranging the meeting in Midiand on June 20 to discuss the proposed expansion of your West tavington Strawn
Unit (Unit) to include the State S #1. As a result of this meeting, we would like to set out cur position as it stands how.

The first itern we want to address is the production rate of the State S #1. We believe you had no right to choke back the well
and you should immediately return it to production at the full allowable as set out by the OCD for this pool. As COperator of the
well, you should be operating it on behalf of all parties in the well, not an your own behalf as Operator of the Unit. The State
#1 is not @ part of the Unit and choking it back only benefits you and your partners in the Unit.

As to the expansion of the Unit, we present the foilowing ideas for your consideration:

1. We oppose having the State § put into the Unit. We believe that it does not benefit substzntially from your
impraoved recovery project.

2. It over our objection, the Unit is expanded to include the State S #1, we propose 2 modification of the
hydrocarban pore volume map developed by Tom Davis of Viersen & Cochran (Atiachment 1) presented at the Juna 20
meeting. With hydrocarbon pore volume as the only parameter, the modified Davis map (Attachment 2) would assign Tracts
12 end 13 a total of 4.8935587 percent interest in the expanded Unit. Also enclosed are Attachments 3 and 4 that show the
calculations associated with the modified Davis map (Attachment 2).

3. We sare convinced that we would continue to own our contractual working interest in each farly acre tract as set
out in the JOA for the State $ #1. Sglitting the tracts due to the royalty ownership has no bearing on the working interest—
every party retains their working interest as pooled under the JOA,

4. The data indicates that the “CE™ well in Section 6 should remain out of the Unit. We do beligve, however, that you
must decide whether to include the *CE” well in the Unit at the same time as determining the fate of the State S #1.

We understand that you plan a series of pressure measurement teéts that may include the State S #1. In order to belter

evaluate our position, we ask that you provide us with ail PVT and pressure infarmation from the Unit We also ask that ysu

allow a Yates representative to witness all future pressure testing at the State S #1 and at any Unit wells that refate to this

matter.

We ask that you give serious consideration to these ideas and hope that we can work towards a mutustly beneficial solution.
Vary truly yours,

YATES PETROLEUM CORPORATION

Megeea P! lamig .

e NMOCD Case JNo. 11724
Encios Exhibit No. Z_/é
o Sea st Submitted by: Gillespie-Crow, Inc.

cc: See attached Working Intsrest Owner list May 15, 1997
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Viersea & Cochran

PO Box 19227

Oklabhoma City, OK 73144
Altention: Mr. Kirk Waits

Rio Pecos Corporation
4501 Greentres Boulevard
Midland, TX 79707

Midland, TX 79707

Phillipe Patrolenm Mnmpany
4001 Penbrook
Odesss, TX 79762

STATE S#!
WORKING INTEREST OWNER
ADDRESSEE LIST

Lario Oil & Gas Company

500 West Texas - Sujte 1420
Midland, TX 79701
Atention: Mr. Stanley H. Fox

Pathfinder Exploration Co.

4306 Crestgate
Midland, TX 79707

TARA-JON Corporation
6003 Meadow View Lane
Midland, TX 79707

Yatas Petraleum Corporation
Yates Drilling Company
103 South Fourth Strest
Artesia, New Mexico 88210

Visa Industrics of Arizona

9201 North 7th Street

Phoanix, AZ 85021

Atteation: Mr, Edgar J. Huffinan

Cannon Exploration Co.
3608 SCR 1134
Midland, TX 79701

DALEN Resources Oil & Gas Co.
4849 Greepville Ave - Suite 1200
Dallas, TX 75206

Attention: Ms. Bessie Bales

Abo Petroleum Corporation
Myso Industrise, loc.

105 South Fourth Street
Artesia, New Mexico 88210
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ATTACHMENT 4

WEST LOVINGTON STRAWN OWNERSHIPilNTERESTS

MODIFIED DAVIS MAP

INCLUDES DATA FOR STATE "S" #1 AND SNYI?ER "EC" COM #1

Partners in State "S" #1

Wi in Stale "S™ #1
]

Viersen & Cochran, a partnership
Lario Oil & Gas Company

Yates Petrolaum Corporation
Yates Drilling Company

Abo Petroleum Corporation
Myco industries, Inc.

Visa Industries of Arzona

Ric Pecos Corporation
Pathfinder Exploration Company
Cannon Exploration Company
Hollyhock Corporation
TARA-JON Corporation

DALEN Resources Oil & Gas Co.
Willlam R. Crow

Chartes B. Gillespie, Jr.

$.8013400%
5.0000000%
5.5000000%
2.0714280%
2.0714280%
2.0714280%
0.7254480%
2.0000000%
2.0000000%
2.0000000%
2.0000000%
2.0600000%
33.3794640%
1.6689732%
31.7104908%

100.0000000%

Proposed Unit Ownership Interest

0.2838820%
0.2446780%
0.2691457%
0.1013665%
0.1013665%
0.1013665%
0.0355002%
0.0978712%
0.0978712%
0.0978712%
0.0978712%
0.0978712%
1.6334436%
0.0816722%
1.5517715%

4.8935587%



