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PENNZOIL COMPWNW 
PENNZOIL PLACE • P 0 BOX 2967 • HOUSTON. TEXAS 77252 2967 • (713) 54&4000 

A p r i l 27, 1988 

TXO Production Corp. 
900 Wilco Building 
Midland, Texas 79701 

Re: Farmout Agreement 
Lovington North Area 
Lea County, New Mexico 

Gentlemen: 

The following l e t t e r sets f o r t h the terms and conditions of an agreement 
between Pennzoil Exploration and Production Company and Chevron U.S.A. 
Inc. (hereinafter referred to as "Farmor") and TXO Production Corp. 
(hereinafter referred to as "Farmee"). I n consideration of the benefits 
to accrue to the parties hereto and the covenants and obligations to be 
kept by Farmee i t i s hereby mutually agreed as follows: 

Pennzoil Exploration and Production Company represents without warranty of 
t i t l e of any kind or character, either express or implied, that i t i s the 
record owner of the following o i l , gas and mineral leases: 

1. O i l & Gas Lease dated September 24, 1984, Ronald 
J. Byers, Lessor, Pennzoil Company, Lessee, 
insofar as said lease covers S/2 SE/4 of Section 
3, T17S-R37E, Lea County, New Mexico, containing 
80 acres, more or less, said lease being recorded 
i n Book 377, Page 581, O i l & Gas Records of Lea 
County, New Mexico. (Pennzoil Lease No. 63995-00) 

Chevron U.S.A. Inc. represents without warranty of t i t l e of any kind or 
character either express or implied, that i t i s the owner of c e r t a i n 
contractural r i g h t s pertaining to said o i l and gas lease as specified i n 
that c e r t a i n Operating Agreement dated May 1, 1987, between Pennzoil 
Company, as Operator, and Chevron U.S.A. Inc. as Non-Operator and any 
amendments thereto. 

Said acreage s h a l l hereinafter be referred to as the "Farmout Acreage". 

I . FARMOUT ACREAGE 

TXO PRODUCTION CORP. 
Case No. 9454 

8/17/88 Examiner H e a r i n g 
E x h i b i t No. 2 
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I I . INITIAL TEST WELL 

At no cost, r i s k or expense to Farmor, Farmee agrees to commence or cause 
to be commenced on or before May 8, 1988, actual d r i l l i n g of an i n i t i a l 
t e s t well (hereinafter referred to as the " I n i t i a l Test Well") i n search 
of o i l and/or gas at a l e g a l , standard location on the Farmout Acreage and 
sha l l continue to d r i l l said well with due diligence and i n a prudent 
manner to a depth s u f f i c i e n t to adequately test to Farmor's s a t i s f a c t i o n 
the Atoka Sands formation as found at the i n t e r v a l 11,600' to 11,615' 
subsurface i n the Pennzoil No. 1 Simmons Estate well located 1980' FWL and 
1310' FSL of Section 3-17S-37E, Lea County, New Mexico. Farmee agrees 
that the exact bottom hole location w i l l be determined i n said w e l l by the 
radius of curvature method using d i r e c t i o n a l survey points taken from 
t o t a l depth d r i l l e d to the surface at a minimum of one point per 100 feet 
measured depth. A l l d i r e c t i o n a l survey results w i l l be supplied to 

Said " I n i t i a l Test Well" s h a l l be completed without unnecessary delay as a 
commercial producer of o i l and/or gas or as a dry hole w i t h i n ninety (90) 
days from commencement. Commencement date of any w e l l d r i l l e d under the 
provisions of t h i s agreement s h a l l mean the date actual d r i l l i n g i s 
commenced using a d r i l l i n g r i g capable of reaching the formation and depth 
provided f o r herein. Completion date s h a l l mean the date the d r i l l i n g r i g 
i s released. 

I I I . SUBSTITUTE WELL 

I f a formation and/or some other condition i s encountered while d r i l l i n g 
any w e l l hereunder which renders fu r t h e r d r i l l i n g by ordinary tools or 
methods impracticable, Farmee sha l l have the r i g h t at i t s option f o r a 
period of t h i r t y (30) days from the abandonment of said well to commence 
d r i l l i n g of a substitute w e l l (hereinafter referred to as the "Substitute 
Well") at a mutually agreeable location. Said "Substitute Well" s h a l l be 
d r i l l e d to the same depth and i n the same manner as provided f o r the 
abandoned well and a l l reference herein to the w e l l abandoned s h a l l apply 
with equal force and e f f e c t to the "Substitute Well" to the extent that 
the "Substitute Well" w i l l replace the abandoned w e l l f o r a l l purposes 
hereunder. 

IV. EARNING 

Upon w r i t t e n request w i t h i n t h i r t y (30) days a f t e r completion of said 
" I n i t i a l Test Well" as a producer of o i l and/or gas i n commercial 
quantities, and upon Farmee's s t r i c t compliance with a l l the terms and 
conditions hereof to Farmor's s a t i s f a c t i o n , Farmor agrees to assign to 
Farmee a l l of i t s leasehold interest i n and to and only to the "Farmout 
Acreage" contained w i t h i n the proration u n i t assigned to the " I n i t i a l Test 
Well". Neither Farmor (Pennzoil Exploration and Production Company and 
Chevron U.S.A. Inc.) w i l l have an ORI before payout since the lease being 
farmed out i s burdened with a 1/4 royalty. Farmee s h a l l be delivered a 
75% net revenue i n t e r e s t . I f the exact bottom hole location, as 
determined by the d i r e c t i o n a l survey method as defined above i n A r t i c l e 
I I , ends up being closer than 250 feet from the proration u n i t 

Farmor. 



t l i n e , said proration u n i t l i n e being defined as the outer boundary of the 
S/2 SE/4 of Section 3-17S-37E, Lea County, New Mexico, containing 80 
acres, more or less, then Farmor shall have the option at casing point to 
back-in for a 40% working interest (20% Pennzoil Exploration and 
Production Company, 20% Chevron U.S.A. In c . ) . I f the exact bottom hole 
location i s further than 250 feet from the proration u n i t l i n e , as defined 
herein, then Farmor w i l l have no casing point election; but w i l l have the 
option to back-in f o r a 40% working interest (20% Pennzoil Exploration and 
Production Company, 20% Chevron U.S.A. Inc.) at payout, as defined herein, 
i n the "Farmout Acreage" earned by the " I n i t i a l Test Well" and a l l 
personal property used i n connection therewith and production therefrom. 

Once the bottom hole location i s determined, should said bottom hole 
location be closer than 250 feet from the proration u n i t l i n e , as herein 
defined, then Farmee s h a l l have the option before Farmor exercises i t s 
casing point elect i o n to go back up the hole and r e d r i l l said hole to a 
bottom hole location further than 250 feet from the proration u n i t l i n e . 
I f Farmee exercises t h i s option then another d i r e c t i o n a l survey, as 
stipu l a t e d i n A r t i c l e I I , w i l l be run by Farmee to determine the 
subsequent bottom hole location. At casing point or at payout, i f Farmee 
elects to back-in f o r i t s working i n t e r e s t , Pennzoil Exploration and 
Production Company's NRI w i l l be based on a 31.25% NRI, and Chevron U.S.A. 
Inc.' s NRI w i l l be based on a 43.75% NRI. I n the event that any of the 
leases referred to i n A r t i c l e I expire and Farmee enters i n t o a new lease 
with the lessor(s) w i t h i n one (1) year of the expirat i o n of such lease, 
Farmor s h a l l have the election to j o i n i n the lease as to i t s i n t e r e s t 
determined on an a f t e r payout basis under the terms of the new lease. 

Farmor's contingent working interest reserved herein s h a l l be subject to 
proportionate reduction i n proportion to Farmor's acreage contained i n the 
proration u n i t established for the " I n i t i a l Test Well". I n the event the 
in t e r e s t conveyed to Farmee should cover less than the ent i r e leasehold 
i n t e r e s t , the contingent working i n t e r e s t reserved herein s h a l l be reduced 
proportionately to accord with the i n t e r e s t owned by Farmor and Farmor's 
lands included i n the proration u n i t of the w e l l . 

Any assignment earned hereunder w i l l be without warranty of t i t l e , e i t h e r 
express or implied, and Farmor w i l l reserve a l l of the leasehold r i g h t s 
below the strat i g r a p h i c equivalent of one hundred feet (100') below the 
t o t a l depth d r i l l e d i n the " I n i t i a l Test Well". 

I n the event Farmee decides to d r i l l a subsequent w e l l to a d i f f e r e n t 
formation on the proration u n i t assigned to the " I n i t i a l Test Well, but 
p r i o r to payout of said w e l l , Farmee s h a l l n o t i f y Farmor i n w r i t i n g of 
such inten t i o n and Farmor sh a l l have the r i g h t , but not the o b l i g a t i o n , to 
part i c i p a t e i n the d r i l l i n g of and the revenue and production from such 
subsequent well on an a f t e r payout basis regardless of the payout status 
of the " I n i t i a l Test Well". I f a w e l l i s proposed and Farmor elects not 
to p a r t i c i p a t e , the provisions of t h i s agreement granting Farmee an 
optional 40% working interest at payout (20% Pennzoil Exploration and 
Production Company, 20% Chevron U.S.A. Inc.) s h a l l apply. Should any 
subsequent well be d r i l l e d to a d i f f e r e n t formation on the same prora t i o n 
u n i t assigned to the " I n i t i a l Test Well" then a l l provisions and terms of 
th i s agreement regarding the " I n i t i a l Test Well" bottom hole lo c a t i o n , 
d i r e c t i o n a l survey requirements and casing point e l e c t i o n s h a l l apply w i t h 
equal force and e f f e c t to the subsequent w e l l . 
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This farmout i s made subject to a l l of the terms of that c e r t a i n Operating 
Agreement dated May 1, 1987, between Pennzoil Company, as Operator and 
Chevron U.S.A. Inc, as Non-Operator, and any subsequent amendments 
thereto, as i d e n t i f i e d as Exhibit "B" attached hereto, and i t i s 
understood that any ri g h t s and interests which may be earned pursuant to 
the terms of said farmout agreement are expressly l i m i t e d to the S/2 SE/4 
Section 3-17S-37E, Lea County, New Mexico. I n the event the terms and 
conditions of the above referenced Operating Agreement are d i f f e r e n t from 
the terms and conditions of t h i s agreement, the terms and conditions of 
t h i s agreement s h a l l control. 

V. PAYOUT 

Payout s h a l l occur when Farmee has recovered from the net production 
a t t r i b u t a b l e to the " I n i t i a l Test Well" (being gross production less a l l 
taxes, r o y a l t i e s , overriding r o y a l t i e s , and other i n t e r e s t s payable out of 
or measured by production from said w e l l e x i s t i n g and of record on or 
before the f i r s t date w r i t t e n above or created hereunder) a l l of the costs 
incurred i n d r i l l i n g , equipping, completing and operating of said w e l l . 
Farmee s h a l l furnish to Farmor as soon as possible a f t e r completion of the 
" I n i t i a l Test Well" a statement itemized i n reasonable d e t a i l showing the 
cost and expense incurred i n d r i l l i n g , completing, and equipping said w e l l 
and s h a l l also f u r n i s h Farmor on or before the end of each successive 
quarter following the date of completion of said w e l l w i t h a statement 
itemized i n reasonable d e t a i l showing the kind and amount of production 
from said w e l l during the next preceding quarter, the market value of the 
production therefrom sold or u t i l i z e d o f f the premises during such 
quarter, the reasonable operating expenses f o r said w e l l and the amount of 
net proceeds applicable as a cre d i t toward the hereinabove provided sums. 
Farmor s h a l l have the r i g h t , at Farmor's sole expense, to inspect and 
audit any and a l l such statements w i t h i n a period of two (2) years a f t e r 
payout; however, such audit s h a l l be conducted during normal business 
hours. Upon receipt by Farmor of w r i t t e n notice s t a t i n g the payout as 
herein defined has occurred, Farmor s h a l l have t h i r t y (30) days from the 
date of receipt of said notice to exercise i t s option to convert i t s 
overriding r o y a l t y i n t e r e s t to a working i n t e r e s t as provided above. I n 
the event Farmor's decision i s to convert, the e f f e c t i v e date of said 
conversion s h a l l be 7:00 a.m. the day a f t e r payout has occurred. The 
payout status of any subsequent w e l l d r i l l e d on acreage earned by the 
" I n i t i a l Test Well" i n which Farmor has elected not to p a r t i c i p a t e s h a l l 
be calculated arad maintained under separate accounting, and there s h a l l 
not be any accumulation of costs from any other wells d r i l l e d under t h i s 
agreement.. 

VI. TAKE OVER 

In the event Farmee elects to plug and abandon any wel l located on the 
"Farmout Acreage" i n which Farmor i s not an active working i n t e r e s t 
p a r t i c i p a n t or i s a non-consenting party, Farmee s h a l l so n o t i f y Farmor 
and Farmor sh a l l have the r i g h t to take over at Farmor's sole cost, r i s k , 
and expense by n o t i f y i n g Farmee i n w r i t i n g of Farmor's el e c t i o n to do so 
wi t h i n twenty-four (24) hours a f t e r receipt of notice. I f Farmor elects 
to take over said w e l l , Farmor agrees to pay the value of the well's 
salvable material and equipment, less the estimated cost of salvaging said 
material and equipment and Farmor s h a l l , at ths time of i t s notice, become 
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l i a b l e f o r the r i g time costs. I n the event such completion or deepening 
attempt does not r e s u l t i n a commercially productive o i l and/or gas w e l l , 
Farmor s h a l l plug and abandon the w e l l at i t s sole cost, r i s k , and 
expense. I f such completion and/or deepening results i n a commercially 
productive o i l and/or gas w e l l , Farmor s h a l l own the w e l l , the operating 
r i g h t s , and working interest therein, the material and equipment i n and 
pertaining thereto and the production therefrom. I f the well taken over 
by Farmor i s the " I n i t i a l Test Well" then except f o r the duty of Farmor to 
pay f o r the well's salvable material and equipment as discussed above and 
the obligations pursuant to A r t i c l e X, t h i s Agreement sh a l l terminate upon 
receipt by Farmee of Farmor's electi o n to take over the " I n i t i a l Test 
Well". 

V I I . TESTING AND WELL INFORMATION 

Farmee agrees to keep an accurate log of each w e l l , to d r i l l the same i n a 
good f a i t h e f f o r t to discover o i l and/or gas, and to test adequately to 
Farmor's s a t i s f a c t i o n a l l o i l and gas shows encountered. Farmee w i l l 
s p e c i f i c a l l y comply with a l l requirements set out i n Exhibit "A" e n t i t l e d 
"Geological Requirements" attached hereto and made a part hereof f o r a l l 
purposes. Any notices and correspondence other than as required i n 
Exhibit "A" attached hereto s h a l l be sent to the above captioned 
letterhead address, Attention: Land Department. 

V I I I . ASSUMPTION OF LEASE OBLIGATIONS 

During the term of t h i s agreement, Farmee s h a l l assume a l l obligations of 
Lessee, express or implied, under the provisions of the lease subject to 
t h i s agreement and Farmee further agrees to indemnify and hold Farmor 
harmless from any and a l l claims and demands of a l l persons which have as 
t h e i r basis the breach of Lessee's obligations under said lease insofar as 
they r e l a t e to the i n t e r e s t covered by such assignments. Farmee agrees at 
i t s expense to e f f e c t settlement with surface owners f o r damages, i f any. 

Farmor agrees to pay any delay rentals which may become due on the 
"Farmout Acreage" during the term of t h i s agreement and Farmee agrees to 
reimburse Farmor f o r one hundred percent (100%) of such payments w i t h i n 
t h i r t y (30) days of receipt of Farmor's b i l l i n g . Farmor sh a l l never incur 
any l i a b i l i t y f o r any f a i l u r e to make, or mispayment of delay rentals. 

Any shut-in payments to be made on any w e l l completed as a gas we l l s h a l l 
be Farmee's r e s p o n s i b i l i t y , and i n the event i t i s necessary that such 
shut-in payments be made, Farmee s h a l l f u r n i s h Farmor evidence that such 
payments were timely made. Farmee agrees to n o t i f y Farmor before 
sh u t t i n g - i n any gas we l l d r i l l e d hereunder whether such shut-in occurs 
before or a f t e r i n i t i a l production from a w e l l . 

Farmee agrees to render and pay a l l ad valorem taxes, i f any as to any 
acreage earned hereunder and a l l equipment appurtenant thereto. I n the 
event o i l and/or gas i s produced from said land or lease, Farmee agrees to 
pay to the ro y a l t y owners a l l r o y a l t i e s on account thereof and s h a l l save, 
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indemnify, and hold Farmor harmless from a l l l i a b i l i t y on account of 
obligations accruing to the royalty owners and account of the production 
of o i l or gas from said land as to the depth earned under the terras of 
t h i s agreement. 

Any assignment made to Farmee under the terms of t h i s agreement s h a l l 
provide that i n the event Farmee should elect to surrender, l e t expire, 
abandon or release (by f a i l u r e to pay rentals or otherwise) a l l or any 
part of Farmee's r i g h t s i n the "Farmout Acreage", or any part thereof, 
Farmee s h a l l n o t i f y Farmor not less than ninety (90) days i n advance of 
such surrender, expiration, abandonment or release, and i f requested 
w i t h i n t h i r t y (30) days to do so by Farmor, Farmee s h a l l immediately 
reassign to Farmor a l l r i g h t s previously conveyed to Farmee under the 
terms of t h i s agreement. I f production from any lease covered hereby 
ceases at any time during the primary term thereof, and Farmee or any 
assignee of Farmee's i s then operating such lease, Farmee s h a l l promptly 
n o t i f y Farmor thereof i n w r i t i n g w i t h i n s i x t y (60) days. 

IX. ASSIGNMENT 

I t i s expressly understood that the terms of t h i s agreement s h a l l be 
binding upon the parties hereto, t h e i r h e i r s , successors and assigns, 
provided, however, that t h i s agreement s h a l l not be assigned by Farmee 
without f i r s t obtaining Farmor's w r i t t e n consent thereto. 

X. INDEMNITY AND APPLICATION OF LAWS 

A l l operations which may be conducted by Farmee hereunder, whether 
d r i l l i n g or otherwise, s h a l l be conducted at Farmee's sole r i s k and cost 
and Farmor s h a l l not be subject to any o b l i g a t i o n or l i a b i l i t y whatsoever 
i n connection therewith unless otherwise s p e c i f i c a l l y provided herein. 
Farmee agrees to indemnify and save Farmor free, clear, and harmless from 
any claim, demand, or l i e n asserted by any person or persons therefor, 
including, but not l i m i t e d t o , those r e s u l t i n g from i n j u r y t o , death of, 
or loss or destruction of property of any person or persons and to 
promptly pay a l l b i l l s f o r labor, goods, equipment, f a c i l i t i e s , services 

or other items as they occur. Farmee s h a l l be free and unfettered to 
s e l l , assign, mortgage, place liens upon or otherwise encumber any acreage 
or i n t e r e s t therein, from the farmout, the production therefrom or any 
equipment or f a c i l i t i e s thereon which has been assigned to Farmee and 
which i s owned by Farmee but such r i g h t of encumbrance s h a l l not extend to 
any acreage, production, equipment or f a c i l i t i e s not owned or earned by 
Farmee. Farmee s h a l l defend, indemnify, and hold Farmor harmless from and 
against a l l such claims and l i e n . Nothing herein s h a l l be construed to 
create a partnership, a j o i n t venture, an association, a t r u s t , a mining 
partnership, or other e n t i t y , nor to constitute Farmee the agent of 
Farmor. 
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This agreement is subject to a l l applicable Federal, State and local laws, 
rules, orders, and regulations and a l l development and operations 
hereunder shall be conducted i n conformity therewith. Farmee s h a l l 
defend, indemnify and hold Farmor harmless from and against any and a l l 
claims, l i a b i l i t i e s , demands or causes of action a r i s i n g out of Farmee's 
f a i l u r e to comply with said laws, rules, regulations, and orders. Further 
as to nondiscrimination, Farmee agrees i n the performance of t h i s 
agreement and i n the conduct of a l l of i t s operations hereunder to comply 
with a l l the terms and provisions of Section 202 (1) to (7) inclusive of 
Executive Order 11246, the terms of which are incorporated by reference i n 
t h i s agreement. Farmee expressly agrees to timely comply w i t h a l l f i l i n g 
procedures, rules and regulations promulgated by either State or Federal 
agencies under the auspices of the Natural Gas Policy Act of 1978 to the 
end that the production from any well d r i l l e d under t h i s agreement s h a l l 
be e n t i t l e d to the maximum lawful price permissible under the NGPA or i t s 
successor statutes, rules and regulations. 

XI. CURATIVE WORK 

Farmor s h a l l not be obligated to perform any curative work w i t h respect to 
t i t l e s involved i n the "Farmout Acreage" or furnish any abstracts or other 
material other than such contract or t i t l e papers as Farmor now has i n i t s 
possession; however, any curative work accomplished by Farmee s h a l l inure 
to the "benefit of Farmor and Farmor s h a l l promptly be furnished copies of 
any instruments and/or legal opinions obtained by Farmee i n connection 
with the "Farmout Acreage". 

X I I . INSURANCE 

As to a l l operations provided f o r herein, Farmee sha l l secure and maintain 
Workmen's Compensation & Employer's L i a b i l i t y Insurance, i n accordance 
with applicable state laws, covering the employees of Farmee engaged i n 
operations hereunder. 

Farmee s h a l l provide c e r t i f i c a t e s evidencing such insurance to Farmor upon 
Farmor's request. Farmee shall require i t s contractors and 
sub-contractors working and performing services on the premises covered 
hereby to comply w i t h the Workmen's Compensation laws of the State of New 
Mexico and to carry such other insurance and i n such amounts as Farmee 
sh a l l deem necessary. 

X I I I . PURCHASE OF PRODUCTION 

Any assignment earned hereunder sh a l l reserve unto Farmor the following 
r i g h t s and options: 

1 The option at any time and from time to time by not less than 
t h i r t y (30) days advance w r i t t e n notice to purchase a l l or any 
part of the o i l (which terms as herein used s h a l l include 
d i s t i l l a t e , condensate, and other l i q u i d hydrocarbons as w e l l as 
crude o i l ) produced and saved from the "Farmout Acreage" under 
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the Division Order terms prevailing in the field at the time of 
purchase. The price payable for the o i l contained in a delivery 
thereof s h a l l not be less than posted well prices generally 
p r e v a i l i n g at the time of delivery for o i l of l i k e grade and 
gravity produced i n the same p r i c i n g area to be determined i n 
accordance with the p r i c i n g practices followed from time to time 
by the p r i n c i p a l purchasers of crude o i l posting w e l l prices; 
therefore, when varying well prices are posted, the w e l l price 
posted and being paid for the largest quantity of o i l produced i n 
such p r i c i n g area s h a l l be considered the p r e v a i l i n g posted w e l l 
price. 

2. The option to purchase gas produced and saved from the "Farmout 
Acreage" at the price and under the terms p r e v a i l i n g i n the area 
at the time of purchase. I n the event Farmee should receive a 
bonafide o f f e r f o r the purchase of i t s gas from a purchaser other 
than Farmor, which Farmee i s w i l l i n g to accept, Farmee s h a l l 
n o t i f y Farmor i n w r i t i n g of such o f f e r , furnishing Farmor w i t h 
the terms thereof, and Farmor s h a l l have the option w i t h i n t h i r t y 
(30) days of the receipt of such notice and information to 
ei t h e r : 

A. Elect to purchase Farmee's gas at terms equal to or bet t e r 
than those contained i n the o f f e r which Farmee has received, 
or 

B. Furnish another purchaser who w i l l purchase such gas at terms 
equal to or better than the o f f e r which Farmee has received, 
and to require the Farmee to s e l l the gas to the purchaser 
provided by Farmor. 

Should Farmor not exercise either Option A or B above w i t h i n 
t h i r t y (30) days from receipt of Farmee's notice, Farmee may at 
i t s option w i t h i n ninety (90) days thereafter, enter i n t o a 
contract to s e l l i t s gas to such purchaser i n accordance w i t h 
said bonafide o f f e r . I f , however, Farmee does not enter i n t o 
such contract with i t s purchaser (or, i f , f o r any reason, Farmee 
does not make or discontinues making a sale of gas pursuant to 
such contract), then Farmor's r i g h t to make the above e l e c t i o n 
and Farmee's obligation to s e l l gas to Farmor or to the purchaser 
provided by Farmor hereunder s h a l l be reinstated subject to the 
terms and conditions set f o r t h above. Should Farmor exercise 
Option B or should Farmee enter in t o a contract w i t h i t s 
purchaser as provided f o r i n the above sentence, Farmor s h a l l 
have the r i g h t to purchase a l l by-products removed from such gas, 
including but not l i m i t e d to a l l l i q u e f i a b l e hydrocarbons and 
s u l f u r . An o f f e r to renew or extend a contract covering e x i s t i n g 
sales of gas or to enter into a new contract with the e x i s t i n g 
purchaser s h a l l f a l l w i t h i n the offers which are subject to the 
terms and conditions of th i s subparagraph. 
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3 I t i s understood and agreed that the r i g h t s and options to 
purchase hereby reserved may be assigned by Farmor at any time, 
at a l l times and from time to time without l i m i t a t i o n . 

XIV. WINDFALL PROFIT TAX 

Each party hereto expressly agrees to bear and pay one hundred percent 
(100%) of any excise or severance tax accruing on i t s share of production 
from the area subject to t h i s agreement by v i r t u e of the Crude O i l 
Windfall P r o f i t Tax of 1980 (WPT); s p e c i f i c a l l y as provided i n the WPT on 
the excess of the actual s e l l i n g price (the "removal price") over the 
adjusted base price w i t h a deduction f o r severance taxes on the Windfall 
P r o f i t . Each party recognizes that the I n t e r n a l Revenue Service i s 
responsible f o r a l l regulations pertaining to the WPT and that these 
regulations may be amended from time to time, and each party expressly 
agrees to meet a l l r e s p o n s i b i l i t i e s i t may have under the WPT i n a timely 
manner. For instance, any information required to be c e r t i f i e d to a f i r s t 
purchaser by a producer or operator s h a l l be submitted by such c e r t i f y i n g 
party i n a manner s u f f i c i e n t to permit compliance w i t h the WPT and i t s 
accompanying regulations. 

Should a c e r t i f y i n g party such as a producer or operator f a i l to timely 
submit such information and/or f a i l to submit a l l information necessary to 
permit such compliance and as a re s u l t thereof any other party hereto 
incurs any l i a b i l i t y under said WPT and/or said regulations, such 
cert i f y i n g ; party s h a l l indemnify and hold such other party free and 
harmless from any and a l l l i a b i l i t y so incurred. However, i f such 
cer t i f y i n g , party does not possess the information required f o r a timely 
and proper c e r t i f i c a t i o n to a f i r s t purchase or a producer but any other 
party or parties hereto does possess such required information, such 
information s h a l l be furnished to the c e r t i f y i n g party promptly upon i t s 
w r i t t e n request therefor. The c e r t i f y i n g party s h a l l be relieved of and 
freed from the indemnification above provided as to any party or parties 
hereto who f a i l to provide promptly such required and requested 
information to such c e r t i f y i n g party. 

XV. MISCELLANEOUS 

I t i s understood that time be of the essence of t h i s agreement and no 
provisions hereof s h a l l be modified or waived except i n w r i t i n g . 



XVI. ACCEPTANCE 

This farmout l e t t e r agreement s h a l l not be binding upon Farmor u n t i l 
Farmee has evidenced i t s acceptance i n the space provided below and 
returned a f u l l y executed copy to the letterhead address above by May 4, 
1988. I f Farmee f a i l s to execute and ret u r n t h i s agreement i n a timely 
manner, Farmor s h a l l have the option to declare t h i s l e t t e r n u l l and void. 
This instrument may be executed i n a number of counterparts, no one of 
which needs to be executed by a l l p a r t i e s , and s h a l l be binding upon a l l 
parties, t h e i r h e i r s, successors and assigns who have executed such 
counterpart with the same force and e f f e c t as i f a l l parties had signed 
the same document. 

Very t r u l y yours, 

PENNZOIL COMPANY 
kAfW. W"^ 

By: 
B. C. S i n c l a i r 
Attorney-in-Fact 

THE ABOVE FARMOUT AGREEMENT IS AGREED TO AND ACCEPTED THIS 
OF , 1988. 

DAY 

CHEVRON U.S.A. INC. 

By: 

THE ABOVE FARMOUT AGREEMENT IS AGREED TO AND ACCEPTED THIS 2nd DAY 
OF May , 1988. 

TXO PRODUCTION CORP. 

By: 
A. Varela 

D i s t r i c t Manager and Vice President 

^Subject, to that Conditional Letter of Acceptance dated May 2, 1988. 
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XVI. ACCEPTANCE 

This farmout letter agreement -shall not be binding upon Farmor until 
Farmee has evidenced Its acceptance in the space provided below and 
returned a fully executed copy to the letterhead address above by May 4, 
1988. I f Farmee falls to execute and return this agreement in a timely 
manner, Farmor shall have the option to declare this letter null and void. 
This instrument may be executed In a number of counterparts, no one of 
which needs to be executed by all parties, and shall be binding upon a l l 
parties, their heirs, successors and assigns who have executed such 
counterpart with the same force and effect as i f all parties had signed 
the same document. 

Very truly yours, 

PENNZOIL COMPANY 

By: 
B. C. Sinclair 
Attorney-in-Fact 

THE ABOVE FARMOUT AGREEMENT IS AGREED TO AND ACCEPTED THIS fl ° - DAY 

OF M*Jj . i * 8 8 -

CHEVRON U.S.A. INC. 

THE ABOVE FARMOUT AGREEMENT IS AGREED TO AND ACCEPTED THIS DAY 
OF , 1988. 

TXO PRODUCTION CORP. 

By: 
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T X O P R O D U C T I O N C O R P . RECEIVED 
9 0 0 WILCO BUILD ING 

MIDLAND. TEXAS 7 9 7 0 1 
915/682-7992 

MAY 0 4 1988 

LAND DtPARTMENT 

May 2, 1988 R E C E I V E D 

MAY C 9 ĵ .ne 
Pennzoil Company 
P. 0. Box 2967 
Houston, Texas 77252-2967 

IEXAS OJL GAS CORP. 

A t t n : Lonnie W h i t f i e l d 

Chevron, U.S.A., Inc . 
P. 0. Box 1150 
Midland, Texas 79702 

A t t n : Mickey Cohlmia 

TXO Production Corp. accepts the above captioned Farmout Agreement, subject to 
Pennzoi l 's and Chevron's acceptance of the fo l lowing amendments to that Farmout 
Agreement: 

1 . The fo l lowing language shal l be added to the Farmout: 
"There i s no ob l i ga t i on upon Operator to commence a wel l under the terms of 
t h i s agreement, and the only penalty f o r f a i l u r e to commence such w e l l , or 
t o d r i l l to the ob ject ive depth and complete the t es t wel l as a wel l 
capable of commercial product ion, w i l l be the f o r f e i t u r e of a l l r igh ts 
hereunder and the automatic reversion to Assignor of the in te res t hereby 
assigned e f f e c t i v e as of the date hereof . " 

2 . Page 2, IV. Earning - the f i r s t sentence shal l read: 
"Upon w r i t t e n request w i t h i n t h i r t y (30) days a f t e r completion papers have 
been f i l e d on said ' I n i t i a l Test Wel l ' " 

Re: Condit ional Le t te r of Acceptance to 
t ha t Farmout Agreement dated 
Apr i l 27, 1988 
S/2 SE/4 Section 3, T-17-S, R-37-E 
Lea County, New Mexico 
Penron Byers #1 Well 

Gentlemen: 

3. Page 3„ 5th Paragraph, line 8, "Farmee" shall be amended to read "Farmor". 



Pennzoil Company 
Chevron U.S.A., Inc . 
Page Two 
May 2 , 1988 

4 . Page 5, V I I . Testing and Well Informat ion, l i n e 1 sha l l be amended t o read: 
"Farmee agrees to keep an accurate log of each w e l l , t o d r i l l the same i n a 
good f a i t h e f f o r t to discover o i l and/or gas as a prudent operator" . 

5. Page 7, A r t i c l e X I I I , Purchase of Product ion, # 1 , l as t l i n e on page, a 
per iod w i l l be inserted fo l lowing "Farmout Acreage" and "under the D iv i s ion 
Order terms preva i l ing i n the f i e l d at the time of purchase" sha l l be 
s t r i cken i n i t s e n t i r e t y . 

6 . This instrument may be executed i n a number of counterparts, no one of 
which needs to be executed by a l l pa r t i es , and shal l be binding upon a l l 
p a r t i e s , t h e i r h e i r s , successors and assigns who have executed such coun
te rpa r t w i th the same force and e f fec t as i f a l l par t ies had signed the 
same document. 

Because of the May 8th spud date, please handle t h i s immediately. We are 
wa i t ing fo r the executed copy before we begin buildng the l oca t i on . 

Very t r u l y yours, 

RAV/CMS/ph 

R. A. Varela 
District Manager and Vice President 

AGREED TO AND ACCEPTED this 
6th day of May 1988. 

AGREED TO AND ACCEPTED this 
_ _ day of , 1988. 

PENNZOIL COMPANY CHEVRON U.S.A 
» INC. 

T i t l e 

By: 

AGREED TO AND ACCEPTED t h i s 
day of , 1988. 

TXO PRODUCTION CORP. 

R. A. Varela ruQ> 
T i t l e D i s t r i c t Manager and Vice President 
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n B rHFVPi" 1IDLftND'TX 733-7666 
yfti 02 '88 15*56 CHLVK1 

T X O ^ROPUCTION COH». 
•Ofl * ILCO •UtiOlNO 

MIDLAND. TKXAf 70*701. 

P«nn*o1l Company 
P. 0. Box 2967 
Houston, Texas 772B2-2967 

Attn: Unn1t Whitfield 

Chevron, u.S,A,t Inc* 
P. 0. Box 1150 
Midland, Texas 79702 

Attn; Mickey Cohlmla 

Re: Conditional Letter of Acceptance to 
that Farmout Agreement dated 
April 27, 1988 
S/2 $e/4 Section 3, T-17-S, R-37-E 
Lea County, New Mexico 

. Penron 8yer$ #1 Well 

TXO Production Corp, accepts the above captioned Farmout Agreement, subject to 
Pennzoll's and Chevron's acceptance of the following amendments to that Farmout 
Agreement: 

l« fhe following language shall be added to the Farmout: 
"There Is no obligation upon Operator to commence a well under the terms of 
this agreement, and the only penalty for failure to commence such well, or 
to drill to the objective depth and complete the test well as a well 
capable of commercial production, will be the forfeiture of all rights 
hereunder and the automatic reversion to Assignor of the Interest hereby 
assigned effective as of the date hereof," 

2, Page 2, IV. Earning - the first sentence shall readi 
"Upon written request within thirty (30) days after completion papers have 
been filed on said 'Initial Test Wall 

3. Page 3, 5th Paragraph, Hne 8, "Farmee" shall be amended to read "Farmor". 
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MAY 02 ' 88 15:56 CHEVR̂J MIDLAND•txT33-7666 

" Pennzoil Company 
Chevron U.S.A., Inc. 
Page Two • 
May 2, 1981} 

4. Page i>, VII. Testing and well Information, Hne 1 shall ba amended to read: 
"Farmee agrees to keep an accurate log of each well, to drill the same 1n a 
good faith effort to discover oU and/or gas as a prudent operator". 

5. fjage 7, Article XIII , Purchase of Production, #1, lest Hne on page, a' ' 
period will be Inserted following "Farmout Acreage" and "under the Division 
Order terms prevailing 1n the field at the time of purchase" shall be 
stricken 1n Its entirety, 

6. This Instrument may be executed 1o a roimMr of counterparts, no one of 
which needs to be executed by all parties, and shall be binding upon all 
parties, their heirs, successors and assigns who have executed such coun
terpart with the same force and effect as 1f all parties had signed the 
same document. 

Because of the May 8th spud date, please handle this Immediately. We are 
waiting for the executed copy before we begin bulldng the location. 

Very trulv yours, Very truly, yours, 

ff, A. Varela 

RAV/CMS/ph 

AGREED TO AND ACCEPTED this 
, day .of . 1988, 

PENNZOIL COMPANY 

By: 

Title 

District Manager and Vice President 

AGRJhED TO AND ACCEPTED this 

CHEVRON U.S.A., INC. 

*^r~zr 
HHQJBTART SECRETARY Title. 

AGREED TO AND ACCEPTED this 
_ day Of , 1988, 

TXO PRODUCTION CORP. 

Title District Manager and Vice President 



TXO PNODUCYlQN COUP, 
— w a t t fttititiN* 

MIDLAND. T IXA0 » t701 
•1tVtH-9fM 

June S4, 1918 

Pennzoil Coupany 
P. 0. Box 1187 
Houston. Texas 77182-2967 
Attn. 1111 HoillnthMd 

chevron U.I.A. inc. 
». 0. lox 1180 
Midland, Texta 79702 
Attn! Mickey Cohlnrfl 

Rt: Ptnron-Byers #1 Well 
S/t SE/4 Section 3 
T-17-S, R-38-E 
Lea County, Ne* Mexico 

QentlMtni 

Pursuant to our telephom conversation of yett ard ay's date, I have attached the 
directional surveys run by Did on tht Penron-Bytrs #1 Well. We are currently 
314* from the Ifitallne according to the surveys. As wt discussed yesterday, 
the Ftrmout Agreement 1n Paragraph II "Initial Test Well' specified that direc
tional survey points shall be taken at a minimum of one point per 100' measured 
depth, however, some of our points are greater than 100'* If the manner m 
which TXO has been taking tht directional survey points 1s acceptable by 
Pennzoil, please so indicate by signing below and returning one copy to me by 
telecopier 1f possible* We are sorry for any Inconvenience that may have been 
caused. Upon receipt of this signed letter, I will notify Chevron and hive them 
execute at the bottom of this letter, Wt appreciate your cooperation 1n this 
Matter and your early response* 

Very truly yours, 

Ofi/CS/ph 
Attachment i 

David fiodsty 
Exploration Menager 

AGREED TO ANO ACCEPTED this ffi""^ Of ) L < J L ^ J L -

PENNZOIL COMPANY ^ C / / \ PENNZOIL COMPANY / v - / ) 

. 1988. 

AGREED .TO ANO ACCEPTED this 2-8 day of 

CKÊ N«U,S5CXInc, 

V/l 
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fb rm C-105 
Revised ».*.*• 

NEW MEXICO OIL CONSERVATION COMMISSION 

WELL COMPLETION OR RECOMPLETION REPORT AND LOG 

Sa. IndlratA Typo o l Lease 

S. Stnte U l l * Ci.Ja Lease No. 

l a . T V P E O F W E L L 7. Unit A«}r«.H;m*.ut :;amc 

WILL LXJ WCLLL--3 DRY I | 

fLuo | | o i r r . r ~ I 
» C » L—I K I S V U . I | 

b . T Y P E O F C O M P L E T I O N 

« » H T ! w o o u l I I I 
W I L L * y V ' OVCW L _ J D I E P I H I I 

2. Name o t Operator 

• TXO Production Corp. 
3. Address o l Operator 

900 Wilco Building Midland, Texas 79701 

8. f a r m or Lease Name 

Penron - Byers 
9. Well No. 

1 
10. F i e ld and Pool, or Wildcat 

Shipp Strawn 

IS . Date Spudded 

5-7-83 
16. Date T . D . Reached 

6-26-88 
17. Date Compl. (Heady to Prod.) j IB. Elevations (DF, HKii, HT, GR, etc.) 

7-9-88 | 3762 CL, 3776 KB 
19. Elev. Cashir;qhead 

20. To ta l Depth 

11,748 
2 1 . P i u q B a c n T . D . 

11,666 
22. If Multiple Corr.pl., Kow 

Many 
23. Intervuls , Rotary Tools 

Dr i l l ed E y . 
, C a b l e T o o l s 

%A. Producing Ir.tcrvoii's), of this completion — Top, Bottom, Name 

11467-11527 (STRAWN) 

25. Was Directional Survey 
Made 

YES 

26. Type Electric and Other Lccs Run 

DLL/GR, B H C - A L / C A L , D i p l o g , Z D L / C N / G R / C A L 
27. Was Well Cored 

MO 

2 8 . C A S I N G R E C O R D (Repo r t a l ! s t r i n g s se t in w e l l ) 

C A S I N C S I Z E W E I G H T L B . / F T . D E P T H S E T H O L E S I Z E C E M E N T I N G R E C O R D A M O U N T P U L L E D 

11 3/4 42 445 15" 350 sx class " C " None 
8 5/8 28 & 24 4191 11 " 1250 sx class " C " Hone 
5 1/2 17 11748 7 7/8" 335 sx class " H " None 

29. LINER RECORD 

S I Z E T O P B O T T O M S A C K S C E M E N T S C R E E N S I Z E D E P T H S E T P A C K E R S E T 

2 7/8 11337 11337 

3 0 . TUBING RECORD 

31. Perforation Reccrd (Interval, size and numbi rj 

11467-69-71-83-85-87-95-97-99 

11501-03-05-07-09-11-13-15-17-23-25-27 

32 . ACID, SHOT, FRACTURE, CEMENT SQUEEZE, ETC. 

D E P T H I N T E R V A L 

11467-11501 

A M O U N T A N D K I N D M A T E R I A L U S E D 

A/250 gal 1 5 ^ NEFF 
A/4000 gal 1594 NEFF 

33. PRODUCTION 
Date Tlrs t production 

7-9-88 
Production Method (Fluwinr.. i\as lilt, purn/iiric — Size anil typr pump) 

Flowing 

Well Sttitur (I'ri'd. or >hut»tn) 

Producing 
D o t e of T o s t 

7-12-88 
I n o w Tul. lnq Press. 

I 120 

Hours Teste*! 

24 
Cusln j rressuri* 

Packer 

' f v i ' n . J'cr 
Te::t P-riott 

•Tl.oke ;1l=e 

_3_0/64_ 
. i.cui i t o j z\\- C i l — I U l . 
Hour H>:tu I 

»• I 447 

M I — t-'t-i. 

447 
•.•.•i:t - w c r 

! 360 

XVau-r — isM. 

I 0 

34. L>lMt'Oiitiou ot 'i.is (Si<l-1, usrd for { l i f t , iftitcd, t ic.) 

Current ly vented, v/il l be sold in near fu ture 

..'..is — M C I " 

360 
V.Mlot _ I l l i l . 

_L_8_ 

; . i s _ C i l Ratio 

805 
Oil Cr ivlty _ Ai l tCort.) 

45 

3S. L l a t of A t t n c h m v n t s 

Tost W i t n c i i K e J i i y 

Tim Coudeati 

CJLQ4, Plat, d i rect ional survey repor t , logs 
• . • i .- .• • • ' m 

| - O. I heerby < r/n/y that the infi»rmuttan t.n f 
nv kiuiu-lrdge and brlirf. 

TXO PRODUCTION CORP. 
Case No. 9454 

8 /17 /88 Examiner H e a r i n g 
E x h i b i t No. 3 

D A T E July 14, 1988 



This (orm Is to be IHHJ with the aj.proprln, Jlslrl-t Olllc«» ol the Ommtnston not Int»-t thm ays alter the ermplrllon ol any newly-drilledor 
deepened well. !t shall be o-oompunlod by one ropy ol till electrical an<t r i llo-actlv|ty I r i s run on the well and a summury ol all special tests con
ducted, Includlnq drill stem lusts. All il'Tths reporti-d t'hull b<- rmwinuri'd rlripths. In thi; rii«» ol dlrcctloii.illy drilled wells, truo vertical depths shall 
also be r«T>ortei. For multiple completions, Itoms 30 Ihrcuuh 34 snail br- ̂ •ported lor each zone. The lorm Is to be tiled In qulntupllcate except on 
state land, where six copies are required. See Rule UOS. 

INDICATK FORMATION TOPS IN <X)NFORMAN( i : WITH ttFOC.RAPIIICAI, SKCTION O F S T A T F 

T . 

T . 

a 
T. 

T . 

T . 

T. 

T. 

T . 

T . 

X 

T . 

T . 

T . 

T. 

T . 

T 

No. 

No. 

No. 

Southeastern New Mexico 

Anhy 

Solt 

Salt 

Y a t e s 

7 R i v e r s . 

Queen _ _ 

Grayburg. 

2120 

6514 
San Andres 4 2 9 6 

Glorieta _ 

Paddock . 

Blinebry. 

Tubb 

Drinkard . 

Abo 

8290 
8404 
8900 

Wolfcamp. 

Penn. 

9500 
10473 

Cisco (Bough C ) . 

1, from 

2, from 

3, from 

11,467 

T. 

T 

T. 

T. 

T 

T . 

T. 

T. 

T . 

T . 

. T . 

T . 

T . 

. T . 

T . 

. T . 

T . 

Canyon 

Strawn 

A t o k a 

M i ss 

Devonian . 

Silurian 

Montoya _ 

Simpson _ 

McKee 

_LL3iL5_ 
11590 

Ellenburger . 

Gr. Wash 

Granite 

Delaware Sand. 

Done Springs — 

T 

T. 

T. 

T. 

T . ' 

T . Point Lookout . 

. T. Mancos 

. T. Gallup 

Ojo Alamo 

Kirtland-Fruitland . 

Pictured Cliffs 

C l i f f Mouse 

Menefee •" 

Northwestern New Mexico 

T. Penn. " 0 " . 

T. Penn. " C " . 

T. Penn. " D " . 

T. Leadville 

T. Madison 

T. Elbert 

T. McCracken . 

Rase Greenhorn 

T . D a k o t a 

T . 

T. 

T . 

. T . 

. T . 

Morrison . 

Todiito _ 

Entrada _ 

W iri gate _ 

Chinle 

. T. Permian 

. T. Penn. " A " . 

-to.. 

_tO 

_to.. 

OIL OR GAS SANDS OR ZONES 
11*527 No. 4, from 

No. 5, from 

No. 6, from 

T . 

T . 

T . 

T . 

T . 

T . 

T . 

T . 

T . 

T . 

Ignacio Qtzte. 

Granite . 

-to.-

-to... 

~to_ 

IMPORTANT WATER SANDS 

Include data on rate of water inflow and elevation to which water rose in hole. 

No. 1, from to ieet 

No. 2, from .to . feet. 

No. 4, from.. .to.. ..feet. 

F O R M A T I O N R E C O R D ( A t t a c h add i t iona l sheets i f necessary ) 

From To Thicknesu 
ir Feel 

Formation From To Thickness 
in Feet 

Formation 

0 
2120 
4296 
6514 
8290 
8404 
8900 
9500 
10473 
11345 
11590 

2120 
4296 
6514 
8290 
8404 
8900 
9500 
10473 
11345 
11590 
11748 

2120 
2167 
2218 
1776 
114 

496 
600 

973 
545 
245 
158 

Red Shale, Sand, Anhydrite 
Anhydrite, Dolomite, Red Sane 
Dolomite 
Dolomite 
Sand, Shale 
Dolomite, Shale 
Shale, Limestone 
Dolomite 
Limestone, Shale, Dolomite 
Limestone 
Sand & Shale 



EW MEXICO OIL CONSERVATION COM! MON 

W--L LOCATION ANO ACREAGE DEDICATION PLAT 
Fora C • 102 
Soptrtrdtt C ' l J 
Clfective H**S 

Alt di •« •«€«• rami b* trom tft* m n boundaries *f th« Section 

Operotor 

TXO Production Corp. 
Leae* 

Penron Byers 
«>u ric. 

'.'nil Letter Section Township 

17 South 
Range 

27 East 
County 

Lea 
Actual footaq* Location ol WeU: 

810 , . , .. south 
teet Irom the 

line and 6*.0 fwt from the east lln<» 

Cround Level Clev. 

2 752.3 
Produ cinq For ma tion 

STRAWN 
Pool 

SHIPP STRAWN 
DedlCJIe^ Acreage: 

80 
1. Outline the acreage dedicated to the subject well by colored pencil or hachure marks on the plat below. 

2. If more than one lease is dedicated to the well, outline each and identify the ownership thereof (both as to working 
interest and royalty). 

3. If more than one lease of different ownership is dedicated to the well, have the interests of all owners been consoli
dated by communitization. unitization, force-pooling, etc? 

| i Y<iS ! | No If answer is "yes" type of consolidation 

If answer is "no." list the owners and tract descriptions which have actually been consolidated. U se reverse side .if 
this form if necessary.)_ 

No allowable w 
forced-pooling, 
sion. 

be assigned to the well until all interests have been consolidated (by communitization. unitization, 
otherwise) or until a non-standard unit, eliminating such interests, has been approved by the Coinmi>-

CER Ti FICATION 

/ hereby certify rhor tko information eoe-

romeo* here", i i true ond compfer* ro rhe 

best of my knowrtrndgm and be/ie/. 

-^Arthur R. Browr 1 
pos i t ion 

Agent 
Ccmp-in y 

TXO PRODUCTION CORP. 
Datr 

APRIL 29, 1988 

I heroby certify rhol lb* locofion 

iba-n en thi* plot t o t plotted from tiold 

naret of actual (urveyl mode by me er 

under my lup«<nIII 'M. ond I not Iho lorn* 

it truo ond eorreel ro thm bott of my 

knew'edge ond belief. 

Date Surveyed 

April 29, 1988 
Reqls'vrecl Professional Engineer 

r L a y Surveyor 

ent* No JOHN w. wtST. f 

_a_ »io t ta . 9 n , 1 1 0 | t t a , , , „ I J I r i . m aooo igoo 1 Coo «oc C P ^ 

JOMH w. wtST, «rc 

MONALO J . C I O S C N . . s z s ' 



' • / M I A IT. 

n u : 

H . ! . , i , . r . . 

I. . . rut o i l K.r. 

i H A I I ' I I ' O I I r r n 

T X O Production Corp 

1 t • t V . H c 
•• — t M . i ' U . t l . M I n f > i l . C I ' t l M t<>. 'A |H ! l l i •» 

lUMH.Ui ION ALI.OViV.jilJ: 
Aim 

••i!.MC>M Mi- . i i : -1 n« 

Ai | f i ie. / . ; i I/.'./ t:.h>i » « i 1 

i it - I I » . | . | i.'. 

Al)TllO.\M/ATIO.I TO TKAMSI'UIJT Oil. Ai!,) NAIURAI. (IAS 

r on. 
J OAS 

— .._ 

• n i : r 

A t - t reaa 

900 Wilco Building Midland, Texas 79701 
krni«v«(i) filing (C>etk f./.'prr box) 

Nr * W«J| [ X ] Chinqi In Ticnnpnrtif of: 

I t r c c f f l p l o l l o n f _ J O i l Q D i y G a l L T ] 

C h r i n . j s I n C - r . i > r n h ! r L n C n - i l n - j h c i t l L _ ] C - : M r n i c i f (__] 

Olhn (I'tente tiptuin) 

I f c h A n g i ; o f o v t m r r e h i o R i v e n n r n o 

nrsnnnTio:-! OF WELT, AND LEASE 

Penron - Byers 
V/el l N o . 

1 

S'aci! ; . ' 'UT .C, I r . c l - S I r . ; K c r m u t t o n 

ShiDD Strawn 

h.UA c l L f n - o 

G ta te . F e . l o u l c r F e e 

; . e » r --

C o c c i i o n 

U n i t L e t t e r P 8 1 0 T c e l F r o m T h o S m i t h L i n o onr l ft fi 0 F e e t F r e n T h o F f l S t 

L l n « ! o l S r c t l o n ^ Tev -T t sh lp 1 7 S K a r o o 3 7 E NVFM Lea C c -.-.t 

DESIGNATION OE TRANSPortTcn OF OIL AND NAT'JHAI. GAS 
Ncir.- o l A o t h i r j i c . 1 Transporter c l C : l j o t Cor.-ic.nssta ( ] 

Permian 
AdJ:oss (Cive address to which approved copy of this form is to le sent) 

P.O. Box 3119 Midland, Texas 79702 
• X-.~o oi Authorized i ;cr.3pc:ierot 0-r.Ir.qr.-cd Uo6^gj o: Dry Gcs • j Actress ('Cue address to ivhtch approved copy of thu /y.-n i$ io L\C ser.;) 

Phillips 66 Petroleum j 4001 Penbrook Odessa, Texas 79762 
. . . . . . . .1 ' Unit 1 Soc. ' T w p . 'P.cc. 

H w e l l produce* o i l cr H T - J M S , i • . i 
«;lvc Iccotlon ol tcr.ki. 1 P 1 3 1 1 7 ~ S » 3 7 ~ E 

i i i i 

Is gan actual ly connected? . V."h_*n , 

NO J 8-15-88 
I f th i s productic n ic corr.r.un;;!ed wi th tliot from sny other lcr.se cr pool, n ' v e cOTn:Tunr;[ir.,: order number: 

co:.!yy.KTioDATA 
' O i l Wull ' Gas V.cli 

Deiugn-ic Type of Completion — (X) ! X X ' 
i > 

' N e w V.'oll ' Woricover ' Deepen ' Plun Ucc't ' Z>z:r.e f ' .cs'v. i ; . -
• l l l l i 

X X . i i . . 
1 1 • 1 , 

5-7-88 
Outa Co.-r.pl. Heady to pred. 

7-9-88 
T c : n l Ccpih 

11,748 
P.O.T.D. 

11,666 
L!cv«tlor.s (Ur, iiXil, UT. Ct. ete.j 

3762 GL, 3776 KB 
Nuit;o o l Producing Fcr.-r.clion 

Strawn 
Top OU/CQS Fay 

11,467 
T c t l n q Depth 

11,337 
I 'c.-forutlvna 

11,467-11,501 11748 

TU~.li.'G, CA5l:.'G, AKD Cf-MI-NTiKf. RSCOSD 
H O L _ sir.--: CASK.'G t. TUiSING SIZE I DEPTII Z'£T SACK 3 C C M S N T 

15" 113/4 I UZIR 
11" 8 5/8 4191 1250 sx r lasc »C» 

. . 7 7 / 8 " k 11748 335 sx class_J!H" 
2 7/8 ton i Packer 0 11.337 

T E S T D A T A A N D L . M O . U E S T A L L O W A B L E (Test n u n cc after reccvery c f t s t t i i c l x ( c f le*d o i l cr.H mars o.' c„:.ai lo c- exceed 
O i l . ' . V E l I , " ( ,-'* , ' f ' ° ' ' ' ' ' < ^e r : \ i « / - . ' i I f b a n ; 

Ucta F U s l ! ; : « C:l n \ r . To Tc.-.ts 

7-9-88 
D.-Xa o l T o o l 

7-12-88 
l-'rcJucl.-.r; l,-c:.-.cJ f t ' l t u i , ; anp , £ = j i i ; ' : . e tc. ; 

Flowing 
L - - , - l r i o.' T O J I 

24 hrs 
TuL-inj I-reea-j/e 

120 Packer 
C h o i t i;i-"e 

30/64 
A c t i ' s i i - t c J . D i : : : n j 7<-:l 

447 
O i l - l - i t l o . 

447 
V.'otor- b b l o . 

0 360 

GAS WELL 
Aciv.ii ; rod. T « » I - V C ; * A J Lon7lh o l Toct l i b l s . Conio.-.iiot.vJ.'.VCF Crcvl ty c i Ccr._ti.a_is 

Te»tir. • !.!»ihoa (rr.- t, lick yr.) T u l i l r . j pfnaBiJo ( < . l i i : U - i r i ) C'juli.g I ' I B T J - . - » £ i . ! i t i L - i n ) 

C K K Y ; n C A T i ; Oi* CO:.!i'LIA:-.*C_: x 

I h c r r l i y c r r t l f y t S U t l - . ! : r i i t c -o n i v l r . - ; : v i l i i l l i n i i o f t i i e O i l C . v . i n . * r v « t lo r t 

C . H ' . v n " . I I T I l m v - - l . f ( I I i <.'(•;< l i e . : u l h i L U I I t l i?"t t l : n I r i o r r i : t k - . t i ' l v t r . 
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BEFORE THE OIL CONSERVATION DIVISION 

OF THE STATE OF NEW MEXICO 

IN THE MATTER OF THE APPLICATION 
OF TXO PRODUCTION CORP. FOR AN 
UNORTHODOX OIL WELL LOCATION, 
LEA COUNTY, NEW MEXICO 

AFFIDAVIT OF MAILING 

STATE OF NEIW MEXICO ) 
: ss. 

COUNTY OF EDDY ) 

PATTI WIER, being f i r s t d uly sworn, upon oath, states 

t h a t the notice p r o v i s i o n s of Rule 1207 of the New Mexico O i l 

Conservation Division have been complied w i t h , that Applicant has 

caused to be conducted a good-faith d i l i g e n t e f f o r t t o f i n d the 

co r r e c t addresses of a l l i n t e r e s t e d persons e n t i t l e d to receive 

notice, and that pursuant to Rule 1207, n o t i c e has been given a t 

the correct addresses as provided by such r u l e . 

In support hereof, a f f i a n t s t a t e s t h a t a t r u e copy of 

the A p p l i c a t i o n of TXO Production Corp. f o r an Unorthodox Well 

Location, Lea County, New Mexico, was mailed i n accordance w i t h 

Rule 1207, t o any o f f s e t t i n g operator or owner of u n d r i l l e d 

leases bordering Applicant's spacing u n i t on a common boundary or 

u n i t corner, i n a securely sealed, c e r t i f i e d mail, return receipt 

requested, postage prepaid envelope, addressed t o the f o l l o w i n g 

named party: 

TXO PRODUCTION CORP. 
Case No. 9454 

8/17/88 Examiner Hearing 
Exhibit No. 4 

CASE NO. <• Wr4 



Pennzoil Company 
P. 0. Box 2967 

Houston, Texas 77262-2967 

Attention: B i l l Hollinshead 

on the 21st day of July, 1988, as reflected by the copy of the 

letter transmitting such copy of the application and the return 

receipt executed on behalf of the addressee, attached hereto. 

Patti Wier 

SUBSCRIBED AND SWORN TO before me t h i s 21st day of 

J u l y , 1988,. 

My commission expires: *L(\k (A^^Pnl&CTvV 
| - s L - Q F ) Notary Publ ic 

- 2 -



July 21, 1988 

CERTIFIED MAIL 
RETURN RECEIPT REQUESTED 

Pennzoil Company 
P. O. Box 2967 
Houston, Texas 77262-2697 

Att e n t i o n : B i l l Hollinshead 

Re: Penron-Byers No. 1 Well 
Township 17 South, Range 37 East, NMPM 

Section 3: S/2 SE/4 
Lea County, New Mexico 

Gentlemen: 

Enclosed, please f i n d a copy of the Application of TXO Production 
Corp. for an Unorthodox O i l Well L o c a t i o n , Lea County, New Mex
ico. 

Hearing i s scheduled before the New Mexico O i l Conservation D i v i 
sion, i n Santa Fe, New Mexico, on August 17, 1988. 

Please contact the undersigned i f you have any questions regard
ing t h i s application. 

Sincerely yours. 

DICKERSON, FISK & VANDIVER 

Chad Dickerson 

CD:pvw 
Enclosure 

cc: Ms. Carol Sledge 

Chad Dickerson 

Seventh & Mahone / Suite E / Artesia, New Mexico 88210 / (505) 746-9841 

John Fisk David R. Vandiver Rebecca L. Reese DICKERSON, FISK & VANDIVER 
ATTORNEYS AT LAW 



P 7Sf i t.00 57M 
RECEIPT FOR CERTIFIED MAIL 

NO INSURANCE COVERAGE PROVIDED 
NOT FOR INTERNATIONAL MAIL 

(See Reverse) 

Sent to 

Ppnnzoi l rompanv 
Street and No 
T. n R r , y ? Q f i 7 

P.O.. State and ZIP Code 

Postage J 

Attn t P i l l ^ r > 11 
s 
i n s h e a 

UerliTiecJ l-ee 

Special Delivery Fee 

Restricted Delivery Fee 

Return Receipt showing 
to whom and Date Delivered 

Return Receipt showing to whom. 
Date, and Address ol Delivery 

TOTAL Postage and Fees s 

in 
eo 

« 
c 
3 

s 
3 
6 
o u. 
to 
o. 

Postmark or Date 

0 SENDER: Complete Items 1 and 2 when additional services are desired, and complete items 3 and 4. 

Put your address in the "RETURN TO" space on the reverse side. Failure to do this will prevent this 
card from being returned to vou. The return receipt fee will provide vou the name of the person 
delivered to and the date of delivery. For additional fees the following services are available. Consult 
postmaster for fees and check box(es) for additional service(s) requested. 

1. • Show to whom delivered, date, and addressee's address. 2. • Restricted Delivery. 
3. Article Addressed to: 

Pennzoil Company 
P. O. Box 2967 
Houston, TX 77262-2967 

Attn: B i l l Hollinshead 

4. Article Number 

P 77* fiOn *7A 
Type of Service: 

J 3 Registered 
S-Certified 
• Express Mail 

B Insured 
COD 

Always obtain signature of addressee or 
agent and DATE DELIVERED. 

5. Signature — Addressee 
>: 
6. Signature — Agent 
>: 
7. Date of Delivery fs 

JUL 2 5 

8. Addressee's Address (ONLY if 
requested and fee paid) 

m-PS Form 3811 .Feb. 1986 DOMESTIC RETURN RECEIPT 


