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EYXON COMPANY, USA.

POST GFFICE BOX 1660 » MIDLAND. TEXAS 73702-1600

June 20, 1994
SOUTHRESTERN June 17 Meeting Notes
Avalon Field. Eddv Co.. N. M.

Avalon Field Owners:

On June 17 meeting attendees provided feedback on the proposed Unit Agreement (UA) and Unit
Operating Agreement (UOA) for the Avalon Field. The following companies were represented:

« Exxon

¢ American National Petroleum
e Pennzoil

« Yates Petroleum

o MWJ Producing

The attached table, Avalon Working Interest Owners Meeting Summary, June 17, 1994, provides an

overview of the issues discussed, the rationale behind positions, and plans for resolution. Additionally,
letters commenting on the UA and UOA are enclosed. The issues identified to be high priority were:

Issue Action
1. Participation Formula | Yates will propose a single phase formula prior to a future meeting.
2. Votung Percent Exxon will entertain higher voting percentage requirements atter
equities are established.
3. Bidding Oil/CO, Exxon will look into adding to agreements.

[t is anticipated that a Single Phase Formula being developed by Yates Petroleum will be mailed to
Working Interest Owners in mid-July. If you did not attend the June 17 meeting, but are interested in
attending the next Working Interest Owner meeting please notify me (915) 688-7841 so I can inform you
of the date and location.

We anticipate the ballots to ratify the UA/UOA and the election to participate in the unit will be mailed to
you thereafter.

Sincerely,

N XN

Ronaid E. Mayhew
Avalon Project Manager
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Avalon Delaware Unit
June 17, 1994

Yates Petroleum Concemns

1) Formula

a. One Phase
b. Exxon Present - Value Method
i. 20% Discount Too High
ii. 1-1-95 More Likely Start Date
iii. These Effects are Important

Method % Exxon
<Exxon> 20 0.756
Yates 20 0.726
Yates 15 0.696
Yates 10 0.683

c¢. Traditional Formulas

i. Parameters
Origtnal Oil in Place
Remaining Primary Oil
Waterflood + Workover Oil
CO; 01l

it. “Reasonable” Combinations give
Exxon 0.704 to 0.739
Yates 0.116t00.126

2) Voting Percentage for Approval

a. 75% too low
b. Big Minority Owners need voice

3) After Payout Interests

a. Exxon thinks $250,000 wellbore adjustment will help

b. Yates rechecking nonconsent status - 5 wells

c. At least three wells will not payout through inventory

4) Overhead Rate

5) Non-Consent in Unit
a. Really talking about collecting bills?
b. Complicated with interest.

0.108
0.113
0.123
0.125



Meeting Agenda =F

Topic: Proposed Avalon Field Unit

Date: Friday, June 17, 1994
Location: Exxon Building PC #4 Training Room, 3300 N. A St. Midland, Tx

Purpose:  Potential Working Interest Owners of the Avalon Unit provide
suggested changes to Exxon’s recommended Unit Agreement and

Unit Operating Agreement

‘Desired Outcomes: o L
1. Attendees understand issues presented by other companies and contribute ideas toward

resolution.
Agree on next step(s) to progress Unitization.

[

 Steps .| Methods/Presenter [ "] T
Intoduction Welcome/ Ron Mayhew 5| o
Agenda Review Ron Mayhew 3 ;‘:05
Working Interest Owner Comments » Each company presents issues in their 110 ;‘:10

letters. Priority issues cleariy
distinguished. WIQ’s offer/discuss
resolutions to each issue after presented.
e Ron Mayhew presents issues from
OWners not present.
s Break where convenient
Lunch Provided onsite 30 | 'z:00pm
Working Interest Owner Comments e Continue as in above. 30 ;i:so
List Next Steps to Progress Unitization e List Priority Items 40 [:00 pm
e Group offers suggestions on how to work
them. Attempt to reach consensus. Vote
if necessary.

Review notes e Scott scrolls through; group clarifies as 15 1:40pm

necessary

Next Steps/Meeting; Exxon Contacts Ron Mayhew presents 35 L:33pm
Adjoum 2:.00 pm

viomt616.doc



