Phone (915) 685-5001 Clc Operating, Tne. Fax (915) 687-2662

P.O. Box 1799
Midland, TX 79702

January 8, 2001

Mr. Tim Gum

District I Supervisor CgE.CAE I%EEgl A
.New Mexico Energy, Minerals and
Natural Resources Department.

" 811 South First Street

Artesia, New Mexico 88210

Dear Tim,

In reference to our conversation on January 2, 2001, Chi Operating, Inc. has the desire to restore the
Yates State #1 (K-10-21S-27E) to producing status. We are currently circulating the AFE for

partner approval as well as clearing up some final land issues.

If it all comes together we hopefully can continue with operations by March 1, 2001 if not sooner.
To date we have done some BHP work & are planning on RU swb unit this week if all goes well.
We are currently on everybody’s list for a workover unit as is everybody else in S.E. New Mexico or
so we are told. I am enclosing a copy of what we faxed back to your office from your first mail out.
We have spoken with SDX conceming the Millman State #1. SDX was to contact your office &

address that matter.

Tim, if you need any further documentation or have any questions, please feel free to contact me at
the above phone or fax numbers. Thank you for working with us on this matter. / !

Respectfully, V
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