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TORREON OIL COMPANY

1316 Juniper Lane,
Fort Worth, TX 76126
817-249-2675
Fax 817-249-2628

June 29, 2007

Charlie T. Perrin

Oil Conservation Division
Aztec District Office
1000 Rio Brazos Road,
Aztec, NM 87410

Re: San Luis Federal #11 and San Luis Federal #15 Testing and our letter of
6/14/2007.

Dear Mr. Perrin:

We received from Envirotech Inc., your form C-144 pertaining to the four
pits tested under the supervision of your field engineer 5/24/07.

This letter is attached to each of the four Form C-114 reports received and
becomes a part of the document as item (3) under “If this is a pit closure:”.

‘We agree to work towards replacing the pits identified, with metal or
Fiberglas tanks, while working with the Navajo Nation to change the rule that
requires fresh water to be wasted instead of used for local livestock. We further
agree that this will begin happening on or before December 31, 2008, and be
complete by December 31, 2009, if the rule cannot be adapted.

It is our intention to continue to use the open pits for production water in the
same manner that we have in the past, while protecting the environment. The
ability to produce Wells No. 1, 15, 11, and 3 is the only thing that will permit the
performance needed to eventually close the pits and permit using other approved
options.

The young man that we mentioned in our earlier letter is not willing to
attempt to proceed with a change of owner (operator) due to the uncertainty of
dealing with the water by pressure maintenance, waterflood injection or



transporting the water to a disposal site. What is written in this letter has not been
discussed with him and, will not, until we have a response from you. We currently
have other interested parties but it is too early to know when we will get a
response. Our goal is to get out of the operating business without delay.

None of this will work unless we are able to continue under the present
Operator designation. Making a change of designated operator without making a
change in ownership is not possible at this time, or in the near future. We would
like to, but cannot change the facts.

Sincerely,

Wm. R. Reed
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