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Dear Randy;

As stated in my letter of 1/9/98 wells can be brought into compliance by:
(1) Returning the well to production,
(2) T & A the well,
(3) P & A the well, or
(4) Providing additional surety that the well willbe P & A.
Under option no. 4 , the single well bond will be released when the well is brought into compliance.

The purpose of this policy is not to impede the transfers of property but to ensure that all wells are propeﬂy P&A.
It is the current operator’s responsibility to ensure that the wells are brought into compliance; however either party

may perform such action.

The Form C-104 Change of Operator will not be approved until one of the above conditions has been met. Also, the
total package of wells, both in and out of compliance, will not be approved until these conditions are met for all
wells. The prior operator’s bond will be released when the C-104's are approved. Failure to bring wells into
compliance can result in the OCD calling a “show cause” hearing and P&A the well, foreclosing on the operator’s
bond and taking further legal action against such operator for the additional cost of plugging and any fines assessed.

The OIL CONSERVATION DIVISION DISTRICT 1I office in Artesia , New Mexico has received a C-104 for
change of operator to JOHN A. YATES, JR. OIL OPERATOR . YATES PETROLEUM  is the operator of record
until the C-104 is approved by this office. Our records show that the State HC No. 1 well has not produced any
oil or gas in the last twelve months. The C-104 will not be approved and your bond will not be released for this well

until it is brought into compliance.
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Please advise this office by 2/27/98 of your plans to bring this well into compliance. We appreciate your
cooperation in this matter.

Sincerely,

L,
TIM W. GUM
OIL CONSERVATION DIVISION

DISTRICT II SUPERVISOR

LORI WROTENBERY - DIRECTOR
RAND CARROLL - ATTORNEY
JOHN A. YATES, JR..
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