The Storage and Measurement facility is located at UL “P”, Sec. 19, T-21-S, R-24-E, Eddy County, New
Mexico. The satellite facility is located in UL “N”, Section 17, T-21-S, R-24-E, Eddy County, NM. The BLM
was notified of this satellite facility in a prior application.

The gas, liquid hydrocarbons and water from this well will be sent from the wellhead to the satellite facility
where a 3-phase separator will separate the production. After separation, the gas is metered at the satellite
facility before being delivered to the compressors at the Storage and Measurement facility in Section 19. After
compression, the gas is processed through a dehydrator, metered and delivered to the Indian Basin Gas Plant
for further processing. After processing, the gas and NGLs will be metered and sold at the tailgate of the plant.

The liquid hydrocarbons and water, after being metered through the separator at the satellite facility, will be
recombined and then flow to a 3-phase separator at the Storage and Measurement facility in Section 19, via
liquid pipeline. After separation, the liquid hydrocarbon production will be processed and stored in tanks at
the Storage and Measurement facility. Processing may include the use of heat treating or other liquid
hydrocarbon processing equipment. The liquid hydrocarbons will then be metered through a LACT unit, per
prior approval, and sold at the truck loading rack.

The water production, after being processed through the 3-phase separator at the Storage and Measurement
facility, will be sent to the gun barrel tark for further separation. It will then be sent to the water storage tanks
prior to being metered and pumped to various wells in the produced water disposal system.

The working interest owners were notified of the original commingling proposal. The proposed commingling
of production is in the interest of conservation and will not result in reduced royalty or improper measurement
of production. The proposed commingling is necessary for the continued operation of the above referenced
Federal Leases.

We understand that the requested approval will not constitute the granting of any right-of-way or construction
rights not granted by lease instrument and we will submit, within 30 days, an application for right-of-way to
the BLM's Realty Section in your office, if we have not already done so. Additional wells will require
additional commingling approvals.

Signature:

Name: Ginn¥ Larke
Title: Engineer Technician
March 26, 2001
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