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BTA Oil Producers
104 South Pecos
Midland, Texas 79701

Attention: Mr. C. Robert Crawford
Land/Legal Manager

Hayes Land Corporation
Post Office Box 51510
Midland, Texas 79710-1510

Attention: Mr. M. Brad Bennett

RE: Interests of BWB Partners I in E/2 of 23, T20S, R35, NN\M.P.M.

Gentlemen:

On October 26, 2000, BWB Partners I (“BWB™) proposed to each of you its drilling of a

Morrow gas well at a depth of approximately 13,450 feet to be dedicated to the E/2 of Section
23, T20S, R35E, NMPM, Lea County, New Mexico

In response to our well proposal, you each sent identical letters of October 30, 2000 (in
the case of BTA Oil Producers, “BTA”) and October 31, 2000 (in the case of Hayes Land
Corporation, “Hayes”), in which you decline to participate in our well proposal and each make
separate demand for proportionate interests in five (5) oil and gas leases (the “New E/2E/2
Leases™) acquired by BWB in the year 2000 covering the E/2E/2 of Section 23, T20S, R35E,
NMPM, Lea County, New Mexico for depths lying below a subsurface depth of 11,920 feet.

Your claims for an interest in the New Leases is erroneously based upon the terms of two
letter agreements, the first of which is dated September 15, 1986 (the “First Letter Agreement™),
and the second of which is dated December 8, 1986 (the “Second Letter Agreement™).
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Contrary to your claims, the Second Letter Agreement specifically excluded the E/2 of
Section 23.

In addition, your claim cannot be based upon the First Letter agreement. Your records
should reflect that under that agreement, on November 8, 1986, BTA drilled the Byers well No. 1
and on December 29, 1986, completed it as a producing Wolfcamp gas well to a depth of 11,820
feet which is currently dedicated to the E/2 of Section 23. Under the First Letter Agreement, BTA
earned an interest in both the Old W/2E/2 Leases and the Old E/2E/2 Leases. However,
Production from the Byers Well No. 1 now only holds the Old E/2E/2 Leases from the surface to
11,920 feet, because on July 16, 1989, those leases expired for depths below 11,920 feet.
Therefore, BTA and Hayes’ interests in the Morrow Formation (depths below 11,920 feet) are
confined to the Old W/2E/2 Leases.

Because the New E/2E/2 Leases were acquired in 2000, there are no provisions of the
Joint Operating Agreement covering the E/2 of Section 23 which obligate BWB to assigning any
portion of the New E/2E/2 Leases to BTA or Hayes. Consequently, BTA and Hayes have failed to
demonstrate their right to participate in those Leases.

BWB again invites both BTA and Hayes to participate with their existing interests in the
W/2E/2 of Section 23 in BWB’s well proposal. However, if by November 26, 2000, BTA and

Hayes have failed to elect to participate in BWB’s well proposal dated October 26, 2000, then
BWB will proceed to file a compulsory pooling application with the New Mexico Oil
Conservation Division for the formation of a 320-acre spacing unit consisting of the E/2 of
Section 23 to be dedicated to this Morrow gas well.

Very truly yours,
BWB Partners |

William H. Bennett

Cc W. Thomas Kellahin, Esq.
P.O. Box 2265
Santa Fe, New Mexico 8§7504-2265
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