“~ MARTIN YATES. I
1812 - 1985

FRANK W. YATES
1936 - 1986

) PBETROLEUM
CORPORATION

105 SOUTH FOURTH STREET
ARTESIA, NEWMEXICO88210
TELEPHONE (505) 748-1471

October 27, 1992

Santa Fe Energy Operating Partners, L.P.
Permian Basin District

550 West Texas, Suite 1330

Midland, Texas 79701

Attention: Gary Green

S. P. YATES
CHAIRMAN OF THE EBBOARD

JOHN A, YATES
PRESIDENT
PEYTON YATES
EXECUTIVE VICE PRESIDENT
RANDY G. PATTERSON
SECRETARY
DENNIS G. KINSEY
TREASURER

RE: Pan Am Pardue ALZ Fed. #1
Township 21 South, Range 24 Kast
Section 27: S/2
Eddy County, New Mexico

Gentlemen:

Please find enclosed our Authority for Expenditure and Operating Agreement
proposing the re-entry and deepening of the captioned well.

Please execute One (1) copy of the AFE and extra signature page to the Operating
Agreement to our office if you desire to participate in this proposed well.

Should you not wish to participate in the drilling of this well, Yates Petroleum
Corporation would propose an acreage trade whereby Yates acquires Santa Fes'
SW/4SW/4 of Section 27 in exchange for Yates' NW/4NE/4 of Section 27.

Thank you.
Very truly yours,
YATES PETROLEUM CORPORATION
Robert Bullock
Landman
RB:dke
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