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(918) 491-4900
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March 17, 2005 [918) 481-4854 [FAX)

WORKING INTEREST OWNERS
(See Attached Address List)

RE: East Blinebry-Drinkard Unit
Sections 1, 11, 12, 13, & 14, T21S, R37E, Lea County, NM

Apache Corporation proposes unitizing the Blinebry, Tubb and Drinkard formations in Sections
1, 11, 12, 13, and 14 (totaling 2,080.00 acres) in T21S, R37E to perform secondary recovery
operations through waterflooding of the Blinebry/Tubb/Drinkard reservoirs. As an active operator
in this area, Apache Corporation will be the Operator of this Unit since Apache operates
approximately 69% of the wells included within the boundaries of the proposed unit. This field is
nearing depletion and without unitization and waterflooding, most of the wells will be abandoned
in the near future. As a result, Apache invites you to participate in Apache’s proposal to form
the East Blinebry-Drinkard Waterflood Unit. ‘

The proposed area has cumulative primary production of 8.3 MMBO from the Blinebry, Tubb
and Drinkard formations. Remaining primary production is 0.2 MMBO, yielding ultimate
primary recovery of 8.5 MMBO. The majority of the wells in this area are low rate, downhole
commingled producers, making less than 5 BOPD.

Geologic study indicates the productive intervals are laterally continuous, while production
performance indicates the reservoir to be acting under a solution gas drive mechanism.
Recoverable secondary reserves are estimated to be 3.7 MMBO, or 44% of the proposed primary
recovery utilizing the existing well spacing to develop 80 acre five spot injection patterns. The
total capital costs for this project are estimated to be $2,400,000.00. The majority of the wellbores
are still active and can be converted to injection without extensive well work.

Economic evaluation indicates said waterflood project will yield a 30% rate of return, 5.7MM$
net present value, after income tax, and a development cost of less than $1/barrel to the working
interest owners. It will yield 6.2MMS$ of present value to the mineral owners and 4.4MMS$ of
present value to the State of New Mexico in the form of tax revenues. /

As a result of the aforementioned , enclosed for your review and further handling are the Unit
Agreement and the Unit Operating Agreement for the East Blinebry-Drinkard Unit which has
been executed on behalf of Apache Corporation. Exhibits A, B-1, B-2, B-3, and C are found at
the end of the Unit Agreement. Exhibit “A” shows the proposed unitized area. Exhibit “B-1”
describes each tract and its respective ownership, Exhibit “B-2” gives individual Unit
participation of each tract , Exhibit “B-3” describes lease and tract participation factor and
Exhibit “C” identifies the Unitized Formation. BEFORE THE
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Based on our prior discussions, Apache Corporation respectively requests your early reply and
concurrence in joining the proposed East Blinebry-Drinkard Unit as proposed. Also, for your
information, Apache has received preliminary approval from the Bureau of Land Management
(majority mineral and royalty owner) for Apache’s proposed unit boundary of said unit by letter
dated January 13, 2005. Further, one of our partners who owns 7.5% has approved participating
in the East Blinebry-Drinkard Unit. Consequently, Apache now has the required 75% working
interest owner approval needed to proceed in filing for statutory unitization for this project by the
New Mexico Oil Conservation Division. The targeted date for initiating injection into this unit is
set for the 4" Qtr 2005.

Should you have any questions pertaining to Apache’s proposed project, please feel free to
contact Michelle Hanson (918) 491-4838, Mario Moreno at (918) 491-4963 for any Land
questions or Kevin Mayes (Reservoir Engineer) at (918) 491-4972 for any Technical questions,
otherwise please execute one (1) original signature page to the Unit and Unit Operating
Agreements, have each properly notarized, and return same to the undersigned in the enclosed
self-addressed envelope provided for your convience within the next twenty (20) days. We look
forward to your support in facilitating the implementation of this project.

APACHE CORPORATION

Mario R. Moreno, Jr. j

Senior Staff Landman

MNawa R e

Encls: Unit Agreement
Unit Operating Agreement
Initial Plan of Operations
Return Envelope




— WORKING INTEREST OWNER LIST

Earl Malone MD
310 W. Mescalero Rd., Apt. 11
Roswell, NM 88201-5830

Duce D. & Ruth Cobb Bivins Rev
Trust

414 NE 3" St.

Wagoner, OK 74467-3802

Ora Lee Jones
P.O. Box 1993
Plainview, TX 79072

Cathy Ruth Chapman

Hubert A. Rogers

BP America Production Co.
501 Westlake Park Blvd
Houston, TX 77079

Attn: Thomas Furtwangler

T.H. McElvain Oil & Gas Ltd. Prt.
1050 17" St., Suite 1800
Denver, CO 80265

Frank A. Glispin
P.O. Box 12564
Dallas, TX 75225

Anne S. Johnson
6529 High 42 South
Fort Valley, GA 31030

Donald Long’

David H. Arrington
P.0. Box 2071
Midland, TX 79702

Ruth D. Brown
6705 1% St.

Terra Estates North
Lubbock, TX 79416

Ina Carol Randall

Freda M. Long
P.O. Box 1342
Lake isabella, CA 93240

Mary J. McWhorter
769 Canyon RD
Logan, UT 84321-4316

Elliott Industries Ltd. Partners
P.O. Box 1355
Roswell, NM 88201

Ken McPeters
502 W. Gold
Hobbs, NM 88240

Watson Truck & Supply
P.O. Box 10
Hobbs, NM 88240

Baynard W. Malone, Trustee of
the Andersen-Malone Trust
P.O. Box 87

Roswell, NM 88202-0087

Elizabeth Eaton
2121 East Biscayne Court
Highlands Ranch, CO 80126
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J.L. & Jessie M. Reynolds
648 N. RO Ave
Stockton, CA

Beverly Elizabeth Somerville

P.L. Lawrence Jr. Estate
P.O.Box L
Crowley, LA 70526

Boys Ranch Foundation
P.O. Box 1890
Amarillo, TX 79140-0001

Elliott-Hall Company Ltd. Prt.
P.O. Box 1231
Ogden, UT 84402

Tierra Exploration, Inc.
P.O. Box 1354
Roswell, NM 88201

Christopher R. Wilkinson &
Christine A. Wilkinson

26 Warren Ave.

Plymouth, MA 02360

Triple H Resources, Inc.
P.O. Box 10463
Midland, TX 79702

Chevron USA Inc.
11111 South Wilcrest
Houston, TX 77099
Attn: James Baca

Lettunich Oil Company
P.O. Box 925
Fabens, TX 79838



Kenneth Long Lawrence Dale Long Marsha Cockrell

Exxon Mobil Corporation
P.O. Box 4697

Houston, TX 77210-4697
Attn: Dan Barber

Rosser E. Schwarz
P.O. Box 969
Trinidad, CO 81082
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