bp BP America Production Company
San Juan Performance Unit
501 Westlake Park Boulevard
Houston, Texas 77079
Room 19.104

Brett Woody
Land Negotiator

Phone: 281.366.4691
Fax: 281.366.7099

CERTIFIED MAIL

December 19, 2002

BP America Production Company

Steve Owen Compulsory Pooling-January 23, 2003
Pioneer Natural Resources USA, Inc. S/2 of Section 24-T29N-R12W
£.0.Box 3178 San Juall County

Midland, TX 79702 ExhibitNo. 3

RE: Notice of Force Pooling
Crawford B-1 well, Crawford B-1E well
Township 29 North-Range 12 West
Section 24: South Half (S/2)
San Juan County, New Mexico

Dear Mr. Owen:

As a follow up to previous conversations with you and others at your company, for further development of the two
referenced wells, | am writing to inform you that BP America Production Company ("BP") must resort to force pooling

the interests previously held by Pioneer Corporation. As you are aware there are title issues regarding the following
two leases:

Date: May 25, 1959 March 1, 1954
Recorded: Bk 425, Pg 6 Bk 473, Pg 96
Lessor: Burrel H. Crawford, et ux Federal NM-013885
Lessee: Redfem Qil Company Carl E. Maxey

The ownership in question with these leases regards those depths from the base of the Pictured Cliffs formation to
the top of the Dakota formation. Kerrie Stewart, handling records in your Midland office, noted these properties were
conveyed to Conoco, Inc. March 1, 1991. A development proposal was made to Conoco, Inc. on September 18,
2002, but Conoco stated it only received lands in the North half of the Section. This has been verified. Further
review of these two leases indicates they were never propery conveyed in 1986 from Pioneer Corporation to Mesa
Limited Partnership. Compounding the problem, the Pioneer Corporation was dissolved in 1986. This year on
November 15", | discussed this matter with Carolyn Benson with your legal department, and on November 18" |
discussed it with again with Kerrie Stewart. Neither could come up with any solution to this problem.

Currently, the two referenced wells are producing from the Dakota formation and an operating agreement exists
covering only that formation. BP intends to recomplete these wells in the Chacra formation and commingle
production with the Dakota formation. If Pioneer Natural Resources USA, Inc. would like to assume the title risk on
these wells, BP hereby offers you the right to participate in the respective Chacra recompletions. AFE's for each well

are enclosed herewith. Your working interest in the Crawford B-1 well would be 36.764892% and in the Crawford B-
1E well would be 32.245922%.

Please inform us of your decision by January 10, 2003 The force pooling will take place later in January.

Respectfully,

pll Wl

Cc: Tom Scabrough, ConocoPhillips, w/ attachments, certified mail



Confirmation Report —Memory Send

Time : Dec-30-2002 09:54am
Tel tine : 2813667099
Name : SAN JUAN BASIN

Job number ;B85

Date : Dec-30 09:53am
To : 819155715208
Document pages : 003

Start time : Dec-30 09:53am
End time : Dec-30 09:54am
Pages sent 003

Status o 0K

cH

Job number ;885 * k% SENC!SUCCES§FUL £ 3

S~ SN’
bp BPF Amecerica Production Company

San Juan Porformance Unit
S01 Westake Park Boulevard
Houston, Taxas 77079

Room 19.104
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CERTIFIED MAIL
December 1. 2002

Steve Owen

Ploneer Naturat Resources USA, Inc
P.O. Box 3178

Midtand, TX 798702

RE: Notice of Force Pooling
Crawford B-1 well, Crawford B-1E well

Section 24: Sauth Half (S/2)
San Juan County, New Mexicao

Dear Mr. Owen:

As a folow up to previcous conversations with you and others at your company, for further development of thae two
refersnced walls, | am writing to inform you that BP America Production Company ("BP”) must reson to force pooling
the {Nterests previously held by Pioneer Corporation. As you are aware there are titte 1ssues regarding the fallowing
two leases:

Date: May 25, 19569 March 1, 1954
Recaorded: Bk 426. Pg 6 Bk 473, Pg 96
Lessaor: Burre! H. Crawford, et ux Federal NM-013885
LesSs00: Redfern Ot Company Car €. Maxay

The ownership In quastion with these leases regards thoss depths yrom the base of the Pictured Cliffs formation wo
the top of the Dakota formation. Kerrie Stewart. handling records in your Midland office, nated these propertios were
conveysd to Conoca, (nc. March 1, 19617, A development proposal was made to Conocco, Inc. on September 18,
2002, but Conoco stated kR only reaceived lands In the North half of the Section. This has bsen vertfied. Further
review of these rwo leases indicataes they were never property conveyed ln 1986 from Pioneer Corparmation to Mesa
Limited Partnership. Compounding the problem. the Plonear Corporation was dissolved in 1986. This year on
November 157", [ discussod this mattor with Carolyn Benson with your legal department. and on November 18" |
discussad it with again with Kerrle Stewart. Neither could come up with any solutlen ta this probism.

Currently, the two referenced wells are producing from 'he Dakota formrmation and an operating agrecmeaent exists
covering only that formation. 8 intends to recomplawe these wells in the Chacra formaton and commingle
production with the Dakota formation. If Ploneer Natural Resources LISA, Inc. would lke to assume the ftitle risik on
these wells, BP hereby offars you the right to participate in the respective Chacra recompletions. AFE’'s for each well
are enclosed herewith. Your working interest in the Crawford B-1 well would be 36.764802% and in the Crawford 8-
1E well would bo 32.245922%.

Please inform us of your dacision by January 10, 2003. Tha force pooling will take place later in January.

Respeactfully.

Lo

Cec: Tom Scabrough. ConacoPhillips, w/ attachmaents, ceculied mall

arett Woody
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BP America Production Company
San Juan Performance Unit

501 Westlake Park Boulevard

Houston, Texas 77079

Room 19.104

Brett Woody

Land Negotiator
Phone: 281.366.4691
Fax: 281.366.7099

CERTIFIED MAIL

September 18, 2002

William W. Franklin
Conoco, Inc.

600 N Dairy Ashford St
Houston, TX 77079-1100

RE: Chacra Recompletions
Crawford B-1, Crawford B-1E
Township 29 North-Range 12 West
Section 24: South Half (5/2)
San Juan County, New Mexico

Dear Mr. Franklin:

BP America Production Company (“BP”), as Operator, hereby proposes utlilizing the two referenced wells to attempt
recompletions in the Chacra formation and, upon successful recompletion, commingling production with the Dakota
formation. Conoco is invited to participate. The Dakota formation is owned by BP and Budington Resources, Inc. and
an Operating Agreement is enclosed to replace the existing Operating Agreement for these wells. This new
Operating Agreement provides for cost allocation, operation and completion in multiple formations and covers lands
from the base of the Pictured Cliffs formation to the base of the Dakota formation. The old Operating Agreement
covered only the Dakota formation. Enclosed with the new Operating Agreement are five signature pages for your
execution. This form has been negotiated and approved by BP, Burlington and Conoco for the San Juan Basin.
Please sign all signature pages and return four originals two me for handling. A fully executed set will be distributed
between the owners.

Your ownership noted in the enclosed Operating Agreement is specified in Exhibit “A”. Gross costs for these
recompletions are estimated to be $147,000 for the Crawford B-1 well and $136,000 for the Crawford B-1E well.
AFE’s for both operations are also enclosed for your review and execution. Please execute these AFE’s and retum
them along with the Operating Agreement signature pages. | have some title information if you need it.

BP would like to start work on these wells November 1st.  Your prompt attention to this matter is sincerely
appreciated. Should you have questions, you may contact me through the phone number noted above.

Respectfully,

Vi o

Brett Woody




