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September 9, 1999

Pride Energy Company
P. O. Box 701602
Tulsa, OK 74170-1602

Attn:  Mr. Matthew L. Pride

Re: ARCO State No. 1 Well
Township 18 South, Range 35 East, N.M.P.M., Lea County, New Mexico
Section 16:  SE/4, S/2 SW/4 and NE/4 SW/4

Gentlemen:

This firm represents E.G.L. Resources, Inc., a co-owner in the ARCO State No. § well
wh. has asked that we contact you concerning your operation of the captioned well and ie=se.
According to the materials provided by our client, you became the operator of the caption=c well
effective June 1, 1998 pursuant to the terms of that certain Joint Operating Agreement dated
February 20, 1980 between Cal-Mon QOil Company, as operator, and Atlantic Richfield Company,
as non-operator. Our client’s files show that you have not paid them for oil production for the
months of June, July and August, 1998, or January 1999. In addition, you have not paid them fc:
any gas revenues from January 1999 to date. Our client has made repeated requests for you to
rectify this matter with regard to the oil and gas revenues.

In addition, third party water has been disposed of in the ARCO State No. 2 SWD and the
payment for the disposal was apparently sent to you. However, you have never paid any of the

revenue attributable to the disposal to the working interest owners of the Arco State No. 1 who
own a portion of the SWD system.

One of the duties of the operator under the operating agreement is to properly account to
the non-operators by paying revenues in a timely manner in the appropriate amounts. Your failure
to do so allows for the non-operators to remove you for failure to carry out your duty under the
operating agreement. In this regard, the non-operators owning a majority interest based on
ownership, after excluding your voting interest, have voted to remove you as operator and have
voted in favor of E.G.L. Resources, Inc. as successor operator under the operating agreement
effective September 1, 1999 at 7:00 a.m.

In order to facilitate the change of operator, we demand the following:

gFORE L‘:‘ng\sm\\!
1. Execute the enclosed Resignation of Operator. N
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2. Execute the enclosed form C-104 which designates E.G.L. Resources, inc. as
operator.
3. Fully account to the non-operators for all revenues and expenses attributable to the

ARCO State No. 1 Well and the ARCO State No. 2 SWD by October 15, 1999.

If we do not receive the executed Resignation and Form C-104 from you by September 22,
1999, at 5:00 p.m., we will take such action as may be necessary to remove you as operator
pursuant to the terms of the operating agreement. Thank you for your attention to this matter.

Very truly yours,

Allen G. Harve W

AGH:sab

Enclosures

cc: Mr. W. Wesley Perry
E.G.L. Resources, inc.
P. O. Box 10886
Midland, TX 79702
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RESICNATION
Pride Energy Company hereby resigns as Operator under that certain Operating
Agreement dated February 20, 1980, between Cal-Mon Oil Company, as Operator and Atantic
Richfield Company, as Non-Operator, covering the following lands in Lea County, New Mexico:

Township 18 South, Range 35 East, N.M.P.M.:
Section 16:  SE/4, S/2 SW/4 and NE/4 SW/4

This resignation is effective September 1, 1999, at 7:00 a.m.

Pride Energy Company

By:

Matthew L. Pride
Title:

HADOCS\945\1\RESICN.DOC
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