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April 14, 1997
VIA FAX 508-748-4572

MYCO Industries, Inc.
108 South 4th, Yates Bldg.

Artesia, NM 83210 NEW MEXICO
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Re:  Unorthodox Gas Wall Location J,———EXHMT

Section 27-18S-29E B G-
Eddy County, New Mexico  ~ASE NO.____[._._..—-—-ﬂ-—---~—w—-"‘“’“
Gentlemen:

KCS Modallion Resources, Inc. (“Medalllon™) has filed an application with the New Mexico
Oil Conservaticn Division seeking approval of an unorthodox gas wall [ocation (“the
Application™) for 8 Morrow test to be drilled a3 & location $60 feet Som ths North line and
$60 feet from the East lins of Section 27-188-29E.

Medallion and MYCO Industries, Ino. ("MYCO™) bereby agree to the following with regard
to the Application.

1. Medallion will amand the location in the Application to be 990 feet from the North
line and 950 fest Som the East line of Section 27-18S-29E.

2. Modallion will accept a production penalty on ths well drilled pursuant o the
Application equal to 25% of the current Daliveradility of such well into the pipeline
from the Morrow formation or any other formations spaced on 320 acres.
Deliverability is dafined s the sustained rate of flow determined by testing the well
into the production pipeline for & 24 hour period.

3. Deliversbility will be determined on the well svery three (3) months for the first two
(2) years of its production Jife, and every six (6) months thereafler and MYCO will be
furnished with copies of the Deliverability test information within ten (10) days
following ssch test.

4. MYCO will not protest the cwrrent Application under case #11752 subject to the
sbove changes.

S. Medallion will provide MYCO with C-115 reports on & monthly basis on the well.
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Should thess terms correctly set forth the agresment of the parties, pleass 50 evidence by
sigaing in the space provided below and retwming ous executed copy of this letter 1o the
undersigned by fax at (918)488-3182.

Sincerely,
KCS MEDALLION RESOURCES, INC.

w5

D. R. Deffi gh, CPL
Seanior Landman

AGREED TO AND ACCEPTED
14 DAY OF APRIL, 1997,
MYCO INDUSTRIES, INC.

Yeho

- Frank ﬁu.:
.ﬂ. Attorney-in-fact
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