TELEPHONE
. .205-827-2748

Commtssiona o{ Rxl)]ic Lands

ALEX J. ARMIJO . June 19, 1974 P. O. BOX 1148

COMMISSIONER SANTA FE, NEW MEXICO

REGISTERED MATIL

Roberts, Kock, & Cércweight
205 Building of the Southwest
Midland, Texas 79701

Re: Deer Canyon Unit Agreement
TERMINATION
Eddy County, New Mexico

ATTENTION: Mr. Charles E. Kock
Gentlemen:

This is to officially notify you that the Deer Canyon Unit Agreement
has been terminated by the Commissioner of Public Lands, effective as of

May 29, 1974, which is the date your second test well was to be commenced.

Please notify all interested parties of this action.

Very truly yours,

RAY D. GRAHAM, Director

0il and Gas Department
AJA/RDG/s

cc: USGS=-Roswell, New Mexico ”,//
OCC~ Santa Fe, New Mexico



o0&

Unit Name DEER CANYON UNIT (EXPLORATORY)

Operator ROBERTS, KOCK & CARTWRIGHT

County EDDY
DATE oon.n>mm NO. 5065 EFFECTIVE TOTAL SEGREGATION
APPROVED QCC ORDER NO . R-4634 DATE ACREAGE STATE FEDERAL INDIAN-FEE CLAUSE TERM
Commissioner QINPINU OIN.WI.NU | .

9-18-73 10,620.45 1,529.20 9,091.75 0= Yes 5yrs.
(Tract 1, Federal not committed)

UNIT AREA

TOWNSHIP 20 SOUTH, RANGE 21 EAST, NMPM

Sections 1 through 4:
Sections 9 through 16:
Sections 21 through 24:

All
All
All



Unit Name DEER CANYON UNIT (EXPLORATORY)
Operator ROBERTS, KOCK & CARTWRIGHT

County EDDY
STATE 1.EASE INSTI- RATIFIED ACREAGE
TRACT NO. NO. TUTION SEC. TWP. RGE. SUBSECTION - DATE ACRES NOT
RATIFIE LE
15 L-6522 C.S. 2 208 21E All 9-13-73 729,20 Aztec 0il
16 1G-176 c.S. 9 208 21E S/2NW/4
15 208 21E SW/4NE/4 8-30-73 160,00 Cities Se:
17 L-6369 C.S. 16 208  21E All " 8-24-73  640.00 Union 0il
Californi,



TELERION

35-8272748

ALEX J. ARMIJO Septombar m. 1573 &l

oo P. O. BOX t148
OMMISSIONER SANTA FE, NEW MEXICO

Foberts, Foeh & Cartwright
205 Building of the Sewthwest
¥Midland, Texas 79701

Ke: DEEE CANTON UNIT
EDDT COUMTY, HEW MEXICO

ATTINTION: Mr. Charles 2. Roch
Gantlomon:

The Commissioner of Public Lends has thie date approved your
Deer Canyom Unit, Eddy County, Rew Mexico, subject to like approvel
by ths United States Geological Survey.

inclosed are five (3) Certificates of Approwal.

This approwal is being given with the understanding that Tract
one (1), Pedaral, is not baing cormitted 2o the unit.

Please adviss this office when the United Stetes Geolegisal Survey
bas approved this unit so that we msy finish processing the wnit and
asssrtain the effective date,

Very truly yours,

RAY D, GRANAM, Divector
041 and Gas Departaent
ADG/s
eol.
cel USCS~Roswall, New Mekico .
OCC~Sanka Fe, Now Maxico b



Unit Name___ DEER CANYON UNIT(EXPLORATORY) ] ¢ (%

Operator ROBERTS, KOCK & CARTWRIGHT

County EDDY
DATE Ooo.n>mm NO. 5065 EFFECTIVE TOTAL SEGRECATION
APPRQOVED QCC_ORDER NQ . R-4634 DATE ACREAGE STATE FEDERAL INDIAN-FEE CLAUSE
Commissioner 9=-24~73 9-25-73 —

9-18-73 -10,620.45 1,529.20 9,091.75 -0- Yes
(Tract 1, Federal not committed)

UNIT AREA

TOWNSHIP 20 SOUTH, RANGE 21 EAST, NMPM

Sections 1 through 4: All
Sections 9 through 16: All
Sections 21 through 24: All



Unit Name

DEER CANYON UNIT (FYPLORATORY)

Operator ROBERTS, KOCK & CARTWRIGHT

County EDDY
STATE LEASE INSTI- RATIFIED
TRACT NO. NO, TUTION SEC. TWP, RGE. SUBSECTION DATE ACRES
15 L-6522 C.S. 2 208 21E All 9~13-73 729,20
16 1G-176 C.S. 9 20s 21E S/2Nw/4
15 20s 21E SW/4NE/4 8-30-73 160.00
17 L-6369 C.S. 16 20s 21E All 8-24-73 640.00



ellahin & rox
Attorneyss at Lav
Post Office Box 1769
Zantn .2, New Mexico

Dear Sir:

Enclosed herewith are two
Commission order recently

ALP/ir

L. R TRUHLLO

NN O1L CONSERVATION COMMISSION CHAIRMAN
’5; i s LAND COMMISSIONER
- ‘ i§~; STATE OF NEW‘ MEXICO ALEX ) ARMLIO
,)J,' WluwerO‘\T’ P 0 BOX 2088 - SANTA FE MEMBER
RENTITAR 87501 e e
STATE GEQLOGIST
A.L PORTER,JR.
Se{“t" evphhey 14 107 SECRETARY ~ DIRFCTOR
Re: CASE NO. 5065
mir. vacson Kellahin ORDER NO. K=-4(34

Applicant:

Roberts, Koch & Cartwright

copies of the above-referenced
entered in the subject case.

Very truly yours,

-

LG o < fi‘/’ ?[{,,,&'7»“// (» ~
A. L. PORTER, Jr.
Secretary-Director

Copy of order also sent to:

Hobbs 0OCC X
Artesia OCC %
Aztec 0OCC

Other

Unit Division - State Land Gifice




(g} KERR-MCGEE 1.07POSATION

KERR-McGEE CENTER e« OKLAHOMA CITY, OKLAHOMA 73102

August 27, 1973

Roberts, Koch and Cartwright
205 Building of the Southwest
Midland, Texas 79701

Re: Deer Canyon Unit
Eddy County, New Mexico

Gentlemen:

Kerr-McGee Corporation does not choose to participate in the
Deer Creek Unit which you are in the process of forming. We do not
believe that our disinclination to participate will lessen your
chances of obtaining unit approval by the U. S. Geological Survey.

. g g
We will be supporting vyour unit well with a dry hole contribution
and we wish you success in this venture.

Very truly yours,

KERR-McGEE CORPORATION

Qe 3@1& (L
P. Ryan
\\Effii/al Land %perv1sor
~

PR:cb



August 1, 1973

Petroleum, Inc..
500 Colorado State Bank Building
Denver, Colorado 80202

Gentlemen:

Reference is made to your letter agreement of March 27,
1973, to Roberts, Koch & Cartwright pertaining to lands in
Sections 1, 3, 4 and 10, Township 20 South, Range 21 East,
Eddy County, New Mexico. It is the purpose of this letter
to conditionally accept such agreement, subject to modifica-
tions as follows:

1. Paragraph 1 is amended to state as follows:

"l. Farmee must commence or cause to be commenced
actuall drilling of a test well to be located in the
NW/4 Section 14, Township 20 South, Range 21 East,
Eddy County, New Mexico, in accordance with the pro-
visions of the Unit Agreement for the Deer Canyon Unit
and Unit Operating Agreement for such unit, said well
to be commenced not later than October 30, 1973. Said
well is to be drilled at Farmee's sole cost, risk and

expense."
2. Paragraph 6 is amended to state as follows:
"6. By the performance of the covenants and con-

ditions of this farmout contract and upon compliance
with Section 5.1 of the Unit Operating Agreement,
Roberts, Koch & Cartwright shall earn and be entitled
to the assignment from Petroleum, Inc. as set forth in
Section 5.1 of the Unit Operating Agreement.

3. Paragraph 7 is amended to state as follows:

"7. The assignment to be delivered by Farmor shall be
 subject to all of the terms and provisions of the Deer
; Canyon Unit Operating Agreement and Deer Canyon Unit
Agreement."



4. Farmee shall have the right to‘assign all or any part
of its interest hereunder to Natural Gas Pipe Line Company of
America and Hilliard 0Oil & Gas, Inc. and shall notify Farmor of
such assignment. Such parties shall assume their proportionate
part of the burdens and obligations of this agreement.

5. Farmee shall not be liable in damages for failure to
drill the well provided for in this agreement and in the Unit
Operating Agreement, the sole penalty therefor being the loss
of rights as prescribed in this farmout contract to earn acreage.

6. The rights of Farmor under the Unit Agreement and
Unit Operating Agreement for the Deer Canyon Unit as to acreage
owned by Aztec 0il & Gas Company, Cities Service 0il Company and
Union Oil Company of California shall be subject to farmout
agreements from said parties which Farmee shall make a good
faith effort to satisfy.

The foregoing changes are necessary to conform to the Deer
Canyon Unit Operating Agreement and we will be happy to discuss
them with you. If you agree to the foregoing, please so indicate
by your signature below, whereupon your agreement of March 27,
1973 shall be deemed amended accordingly. o

Very truly yours,

ROBERTS, KOCH & CARTWRIGHT

By

Agreed:
PETROLEUM, INC.

2

Atiorncy 3 Fact




W - 4 L
Hoterls, Hech éiQﬁg»&a¢%hb,

205 Building of the Souihvest
MIDLAND, TEXAS 79701
A/C 913 - 683 ~ 623!

ROSS D. ROBERTS - ENGINEER
CHARLES E. KOCH - LANDMAN . _
JACK C. CARTWRIGHT - GEOLOGIST Marcn 27, 19063

Roberts, XKoch & Cartwright
205 Building of Southwest
Midland, Texas 79701

Attention: Mr. Charles Koch

Re: 1NM-22-S5, NM0452514
Zddy County, New Mexico

Gentlemen:

Upon acceptance by you, this letter will constitute an agrese-
ment between Roberts, Koch & Cartwright, hereinafter called
"Farmee", and Petroleum, Inc., hereinafter called *Farmor®,
with respect to the matters hersin contained. :

1. Within six months after aporoval of the Deser Canyon Unit,
Farmee must commence Or cause to b= commenced the actual d&rill-
ing of a test well to be located in the C/3Wx% of Saction 11,
Township 20 South, Range 21 East, BEddy County, New Mexico, bhut
in no case will the test be commenced later than Qctober 30,
1973. This test will be diligently drilled in a good and work-
manlike manner and drilling will continue until, irrespective
of encountering production of oil and/or gas, said well has
been drilled to a depth sufficient to penetrats the upper Miss-
issippian (Barnett Shale) formation or to a depth of 9,500 feet,
whichaver is lesser. Said test well is to be drilled at Farmee's
sole risk and expense.

2. Tim=z is of the essence of this agreement and Farmee's fail-
ure, for any cause, to comply with all of its obligations here-
in created shall ralieve Parmor of any and all obligations
herein imposed upon it. Untimzsly compliance shall have the
same effect as noncompliance.

3. The agents and representativss of Farmor shall have free
and convanlent accass to thz2 location, well and derrick flocor
curing the Jrilling of said well at 211 times for the purpose

of witnessing the progress of ths irilling of szaid wall, and
=l N g = Yo £ -~ BB 13 - ——

snall be given all information rsgarding cuttings, coras, drill-
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During the course of the drilling of said well, there shall
furnished free of cost to the Farmor:

a. Daily comprehensives drilling reports of the progress
of said well, said report to bz given by telephone by
11:00 a.m. (MST).

b. Two approved copies of all notices to and from govern-
ental agencies both beiore and aftasr the drilling of the

well, including a survey plat showing the exact location

of said well, together with the ground elevation.

c. All information in connecticon with or cbtained from

the drilling of said well, including but not limited to

any surveys of the hole however mada.

he drilling of the well, el

d. Upon completion of th ectrical
well log surveys, and cther surveyvs, shall be made at Farmee's
expanse and two (2) field prints delivered to Farmor as

follows:

(1) Induction-Electric Survey or Dual Induction Laterolog
from total depth to base of the surface casing.

(2) Compensated Formation Density Log or other adequate
porosity devices.

e. Upon completion of the well, as herein provided, fouwr
(4) certified copies of the geologist's report, four copies
of each electrical log survey, all other surveys and tests,
and also four certified copies of the official plugging
record, if said well should be dry, shall be furnished

our office. If said well 1s complet=d as a producing

well, Farmor shall be furnished daily production reports
for a period of thirty (3C) davs from completion date.
notices, data, r=ports, samo
f“rnished hersunder shall, un

iz, covies and information to
h l i
2in provided, be given, mailed

specifically

se
ed to:



Rokarts, Xochh & Cartwrignt

Page 3

March 27, 1973
Bob Cowdery Pnonez: 303-893-9921
Petroleum, Inc. After hours and week
500 Colorado Stats 3ank Blég. ands,
Denver, Colorado 80202 Phona: 303-233-5413
or his designated representative at the same address.

5. It is the express purpose of drilling the said test well

to test adequately and properly all prospective oil or gas bear-
ing zonas or horizons, and Farmee agraes to test adequately all
such zones or horizons, including the drillstem testing of any
zonz or horizon indicated from information obtained in connection
with the drilling of the well to be possible producing zones or
horizons. Advance notification shall be given of Farmee's inten-—
tion to core or drillstem test any zone. In the event Farmee
should unexpectedly encounter showings of oil or gas, Farmes agrees
to notify Farmor at once so that Farmor may have an opportunity
to have such showings investigated by Farmor's representative

or waiwve such right. }

5. When and only if the Farmee has timely and fully complied
with all of its obligations hersunder, including the drilling
of a test well in the manner specified, Farmor shall assign to
Farm=e an undivided two-thirds (2/3) interest, upon request, with-
out warranty of title, express or implied, in the following lands:
. N
Township 20 South, Range 21 East ' /
Lots 10, 11 SW4Nw¥%, SWi, and WsSE Section I
S% Section 3
SWhNEY, Shwwk, N%SEX, SEX4SEY%, Section 4
N%, EX%SW%, SEX Sect

it being understood that this two-thirds (2/3), as well as the

undivided one-third (1/32), retained by the Farmor in the above
described land shall be included in the Deer Canyon Unit and

will participate in the unit on all tests drilled, other than
the initial test well or any substitute for the test well to the
xtent of the ps=rcentage relationship that the acres involved

in those interests bear to the acreags involved in the unit as

a winole.



Rcoberts, Koch & Cartwright
Page 4
Marcn 27, 1973

It is further understood that the Farmor shall receive its pro-
portionate share of a five percent of eight-eights (5% of 8/8)
overriding royalty of any hydrocarbons producted from the initial
test well. This share will be in the same percentage relation-
ship that the 1,481.37 acres involved in the farmout bears to
the 9,860.45 acres participating in the unit. After the Farmee
has recovered 100% of the cost of drilling, completing and
operating the initial test well, then this overriding royalty
interest will be convertible by the Farmor to a working interest
on the basis of one-third of the percentage relatiocnship between
the 1,481.37 acres invlioved in this farmout and the 9,850.45
acres participating in the unit. Effective date of the assign-
ment of the working interest shall be 7:00 a.m. on the first day
of the month following the month in which Farmee has recaovere
the akove-~described costs.

7. It is further agreed that all test wells drilled on the
acreage subject to the unit shall be drilled and operated under
the terms of a mutually agrzeable operating agreement.

8. From and after the execution of this agreemant, and until
such time as Farmee has lost all rights under this agreement, or
alternatively obtained the right to assignment, Farmee agrees,
binds and obligates itself to protect, indemnify and save Farmor
- wholly harmless from any and all loss, cost, claim, cemand, exp-
ense, damages, liabilities, suits, actions, judgments and de-
crees in anywise growing out of, attributable to or resulting
from your performance of this agreement.

9. It is further agreed that Farmee shall be responsible for
all costs and expenses that may arise directly or incidentally
out of Farmee's compliance with this agreement, that this agree-
ment does not set up a partnership or joint venture between the
parties hereto and that the same 1is pesrsonal in the sense that
neither this agreement nor any of Farmee's rights hereunder may,
prior to Farmee's fulfillment of its obligations hereunder, be
assigned by Farmee to any third party without the prior consent
of Farmor to such assignment, and any attempted assignment will
be null and void. Any assignment made by Farmee subsequent to
its completion of its obligations hereunder shall recite that
same is mads pursuant and subject to the terms and provisions of
the leatter agreement.

(



It is understood that this letter covars our erntires agreement
with respect to the matters herein contained, which agreement
will be null and void 1f not accepted by you and such acceptance
evidencaed by returning one accepted cooy of this letter to
Petroleum, Inc., 500 Colorado State Bank Building, Denver,
Colorado 80202, within ten (10) days £from the date hereof.

Yours very truly,

PETROLEUM, INC.

T
S s

n

V4

obert D. Cowdery
Attorney in Fact

e

RDC:mecm:we

ROBERTS, KOCH & CARTWRIGHT

oo iy E e




Petroleum, Inc.
500 Colorado State Bank Building
Denver, Colorado 80202

Cities Service 0il Company
P. 0. Box 300
Tulsa, Oklahoma 74102

Union 0il Company of California
P. 0. Box 3100
Midland., Texas 79701

Gentlemen:

Reference is made to the Unit Operating Agreement for the
Deer Canyon Unit of Eddy County, llew Mexico, and particularly
Section 5.6 dealing with operations by less than all parties.
All of you, together with Roberts, Koch & Cartwright, as Operator,
will be parties to said Unit Operating Agreement, together with
Aztec 0il & Gas Company.

Aztec 0il & Gas Company has indicated that it does not wish
to abide by the provisions of Section 5.6 with respect only to
the drilling and completing of subsequent wells. Rather, Aztec
0il & Gas Company desires to have the option in the event that it
elects not to join in the drilling or completing of subsequent
wells to convert its working interest as specified in Column 8
of Exhibit "A" to its proportionate part (3.85544%) of 5% of 8/8
overriding royalty in such well and proration unit surrounding the
same, and Aztec would likewise relinquish its working interest in
such well and proration unit. Then, after payout, that is, at
such time as the party carrying the costs otherwise attributable
to such interest out of production from such interest, then Aztec
0il & Gas Company would have the right to convert its overriding
royalty to its working interest in such well and proration unit.



Roberts, Koch & Cartwright agrees that if it joins in the
drilling of a well, it shall absorlk the interest of Aztec 0il &
Gas Company 1f it elects not to join in such drilling and be a
non-consenting party so that the effect of failure by Aztec 0il &
Gas Company to join in such operations would not affect your
interest. However, should Roberts, Koch & Cartwright not join
in such drilling, it is understood that the drilling party would

be subject to such right of Aztec 0il & Gas Company as set forth
above.

The foregoing would be a right of Aztec 0il & Gas Company
on a well-to-well basis for the term of the operating agreement.

If the foregoing is acceptable to you, please so indicate
by your signature below, wherecupon this letter shall constitute
an amendment to the Unit Operating Agreement and shall be binding
upon and inure to the benefit of the parties hereto, their re-
spective heirs, legal representatives, successors and assigns.

This agreement may be executed in counterpart by each of
you and shall be binding upon eaci party who signs the same.

Very truly yours,

ROBERTS, KOCH & CARTWRIGHT

mm

Accepted:
_ Charles . <h, Partner
PETROLEUM, INC. O(} /Z, l /
1.‘ d’f/“/l/‘/ { 'r",{
By Ja kK C. Cartyquht Partner

(T

CITIES SERVICE OIL COMPANY

By CA);élq C. /JLLR~

Wiley C, Niil ATTorney-In-Fact

UNION OIL COMPANY OF CALIFORNIA

By
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Roberts, Koch & Cartwright agrees that if it joins in the
drilling of a well, it shall abscrl the interest of Aztec 0il &
Gas Company 1if it elects not to jeoin in such drilling and be a
non-consenting party so that the effect of failure by Aztec 0il &
Gas Company to join in such operations would not affect your
interest. However, should Roberts, Koch & Cartwright not join
in such drilling, 1t is understocd that the drilling party would

be subject to such right of Aztec 0il & Gas Company as set forth
above.

The foregoing would be a right of Aztec 0il & Gas Company
on a well-to-well basis for the term of the operating agreement.

If the foregoing is accental

9]

14

)

T le to you, please so indicate
by your signature below, whereupon this letter shall constitute
an amendment to the Unit Operating Agreement and shall be binding
upon and inure to the benefit of the parties hereto, their re-
spective heirs, legal representatives, successors and assigns.

]

This agreement may be executed in counterpart by each of
you and shall be binding upon each party who signs the same.

Very truly yours,

ROBERTS, KOCH & CARTWRIGHT

Accepted:

Charles

~

PETROLBUM INC.

A A .
,//’/ - XA 111/////LJL
Bvun = /;ffgi;f///’:té T s //3acA C. Cartwi/gﬂ , Partner
- .'
// \ . L”

- -

CITIES SERVICE OIL COMPANY

By

UNION OIL COMPANY OF CALIFORNIA

By




Roberts, Koch & Cartwright agrees that if it joins in the
drilling of a well, it shall absorb the interest of Aztec 0il &
Gas Company if it elects not to join in such drilling and be a
non-consenting party so that the effect of failure by Aztec 0il &
Gas Company to join in such operations would not affect your
interest. However, should Roberts, Koch & Cartwright not join
in such drilling, it is understood that the drilling party would

be subject to such right of Aztec 0il & Gas Company as set forth
above.

The foregoing would be a right of Aztec 0il & Gas Company
on a well-to-well basis for the term of the operating agreement.

If the foregoing is acceptable to you, please so indicate
by your signature below, whereupon this letter shall constitute
an amendment to the Unit Operating Agreement and shall ke binding

upon and inure to the benefit of the parties hereto, their re-
spective heirs, legal representatives, successors and assigns.

This agreement may be executed in counterpart by each of
vou and shall be binding upon eacih party who signs the same.

Very truly yours,

ROBERTS, KOCH & CARTWRIGHL

By

Ro Rob rts . Parctngr
Accepted: %

Charles E. tner
f |

PETROLEUIM, INC.

By Jagk C. Cartwri Partner

CITIES SERVICE OIL COMPANY

By

UNION OIL COMPANY OF CALIFORNIA

By \_.f»’/}/ iy /,;/p_»:/// /ZJ’:/ L




Siz&z O£ I\chwl\/&zxﬁxa TELEPHONE

505-827-2748

Commissioner o{ quic Lands

ALEX J. ARMIJO June 7, 1973 P. O. BOX 1148
COMMISSIONER SANTA FE, NEW MEXICO

Roberts, Koch & Cartwright
205 Building of the Southwest
Midland, Texas 79701

Re:04C~Deer Canyon Unit
Eddy County, New Mexico

ATTENTION: Mr. Charles E. Koch

Gent lemen:

We have reviewed the re-submitted form of unit agreement as well
as the Exhibits, and find that they meet with the requirements of the
Comnissioner of Public Lands, therefore, the Commissioner approves the
proposed agreemant for the Deer Canyon Unit as to form and content.

Upon submitting this unit for final approval the following are re-~
quired by this office:

1. Two executed copies of Unit Agreem=nt-one must be an original

2. One copy of Operating Agreement (executed)

3. Two sets of all Ratifications from Lessees of Record and Working
Interest Owners-one must be an original

4. Order of the 0il Conservation Commission

5. Filing Fee in the amount of One Hundred Sixty ($160.00) Dollars.

In your final application we would like for you to state all tracts
qualified and verification that the Working Interest in the qualified tracts
have been contacted and requested to join., Also, state all tracts committed
and not committed to the unit.

If we may be of further service please advise,

Very truly yours,

63474/&”44.,

RAY D.f GRAHAM, Director
0il and Gas Department

AJA/RDG/s



August 21, 1973

Mr. Ben S. Brooks -
- 915 Stanley R -
../ Ardmore, .Oklahoma 73401

Re: 04C - Deer Cah?éhyﬁniﬁrirééu
Eddy County, New Maxico - L
Consent and Ratificarion Forms .

"Dear Mr. Brooks:

In accordance with our telephone conversation today T am - .
enclose a copy of our letter to all Royalty Cwners together |
with Unit Agreement and Tan copies of Consent as stated in

that letter.

R

Please let us hear f£ronm you at the earliest possibls date
8s we are presparing to complete Paper work on this unit ang
begin drilling of a well.

Yours very truly,

ROBERTS, KOCE & CARTWRIGET - = % . .

Charles E. Xoch

CEZX:we

RECE!PT FOR CERTIFIED MAIL-30¢ (plus postag:
ol ~17 N ~
Enclosures 7o POSTMARX
* Mr. Ben S. Brooks GraaTe
" sTager 2 M,
op) 915 Stanley St. .
3. STATI M) 1A 00nE \
™ s 821/
™ Ardmore \
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’ 1. Ihews 3™ and da0 Selieeryd i3e
WHtd Aatniaey 1 3L i02s ree 332
OJ 2 S.‘ma: :; AT, 130 I e ees d3hvarag | 332
C\ 5 :e!i;e:';‘!u 433033320 0y
5 2@ s et red) e e e
Z 43 P3SHIANE COUERASE P2003I0em  1Swe orhee i
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SENDER: Be sure lo follow insiructions on other side

PLEASE FURMISH SERVICE(S) INDICATED BY CHECKXED BLOCK(S)
{Additianal charses raguired jor thess ssrvices)

Daliver ONLY
sgg:mwhmmdabawadkun oo
ECEIPT '
. Recaived the auuborod article described below
RECISTERED W0, _ TURE OR NAMME UF AUDRESSEE (xmm-uﬁuam
CERTIFIED M@, jﬁk —é%vs££%§:32:»9—1fL¢L//
225339 - 58 mwmmwm
INSURED NGO, ; i l
’ K
TR mmwmmmf

U.S. POSTAL SERVICE
OFFICIAL BUSINESS S

/?’;972 e
2 o ,‘;’.‘ -
[
P
A .
ros:mkmm Office -

SENDER INSTRUCTIONS -
Print in the space balow your name. addrass, including Z!!’ C_ 99 @ _ﬁm

e If special services are desired. check blockis) on ot‘dg
» Mouston gummed ands and attach to back of amc!&

Lo
\-7*

Roberts, Koch & Cartwright
205 Bldg. of Southwest
Midland, Texas 79701

PS Farm 3811 Nov. 1970  ¢85-18-81277-1
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August 1, 1973

Aztec 0il & Gas Company
2000 First National Bank Building
Dallas, Texas 75202

Gentlemen:

This letter shall constitute conditional acceptance to your
farmout agreement of April 2, 1973 to Roberts, Koch & Cartwright
pertaining to State Lease L-522 covering Lots 1 through 8, S/2 N/2

and S/2 Section 2, Township 20 Socuth, Range 21 East, Eddy County,
New Mexico.

Our acceptance of your farmout agreement is subject to and
conditioned upon the following changes:

1. The initial test well will be at a location in the

NW/4 Section 14, Township 20 South, Range 21 East, Eddy County,
New Mexico.

2. The seccnd sentence of Paragraph 1 shall be amended to

state:

"It is further Aztec's understanding that by executing the
Unit Agreement and Unit Operating Agreement, Aztec will
thenceforth be entitled to interests as specified therein
subject to farmout agreements from Cities Service 0il
Company, Petroleum, Inc. and Union 0Oil Company of Cali-
fornia which Roberts shall make a good faith effort to
satisfy."”

3. Paragraph 2 on Page 2 is amended to state as follows:

"First Test Well: Within thirty (30) days after the
effective date of the proposed Unit Agreement (not later
than October 15, 1973), Roberts agrees to commence actual
drilling of the first test well on unitized land at a
location of Roberts' choice in the NW/4 of said Section 14,
Township 20 South, Range 21 East."
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"Rights Earned: Roberts shall be entitled to—earn

interest as particularly set forth in Sectise .1 and
5.2 of the Unit Operating Agreement fer the Deer Canyon 3
Unit with rights of Aztec as seg orth therein. Addi- A
ticnally, in the event the~Tirst test well is a dry hole C
and the second tes ell is not drilled under the terms
of the unit opfrating agreement, Aztec will assign to
Roberts—T/2 of Aztec's interest in all of the unitized

zfid, subject to said unit operating agreement, down to

Ao b 1y o O.0 P
ey S vae
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----- Agreement~ Sections 6 C, D, E and F of the farmout agreement
shall be deemed deleted.

7. Roberts shall have the right to assign all or any portion éﬁ&
of its interest acquired from fztec to Natural Gas Pipe Line
Company of America and Hilliard 0il & Gas, Inc.

8. Roberts shall not be liable in damages for failure to
drill the initial test well or second test well, the sole penalty
therefor being the loss of right to earn acreage of Aztec as
set forth in the Unit Operating Agreement.

. . . . =)/
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- - cuch time as—ass s—exesuted and-delivesed— p4 -

pursuant to the Unit Operating-Aegreement, the provisions of the

FEROT g re-emaen Ra b 0o onge

10. The first sentence of Paragraph 2 of Exhibit A shall
be amended to state: "To adequately test to Aztec's good faith
satisfaction the objective formation to determine whether it is
capable of producing oil or gas in paying quantities.” ,6/’

Lr
11, Notwithstanding the provisions of said Unit Agreement or Unit Operating[

Agreement Aztec shall have available to it as to each and every well drilled in

the Unit Area the option set out in numbered paragravh 5 of said Farmout Agreement.

In the event a second test well is drilled pursuant to Section 5.6 of the Unit

Operating Agreement it shall as to Aztec's interest be deemsd & well drilled under

numperad parsgraph 5 of sald Farmout Agreement. Wherever a working interest

percentage is set out in saild Farmouh Agreement with regard to Aztec's interest

zuch percentaze shall be deemed to be the applicable percentages in Exhibit "A"

to said Unit Operating Agreement,



If the foregoing changes are acceptable to you, please so
indicate by your signature hereinbelow, whereupon said changes
shall be an amendment of the original farmout agreement referred
to above, and said farmout agreement shall be deemed to cover
all of Lots 1 through 8, S/2 N/2 and S/2 Section 2, Township 20
South, Range 21 East, Eddy County, New Mexico.

Very truly yours,

ROBERTS, KOCH & CARTWRIGHT

o Liaell E

Accepted:

AZTEC OIL & GAS COMPANY

By V£M4$LQQ~CK-QQQGALHVN. 3 -

Jlos Prestas-s

- TTEST:

3y: 47 277

ASEISTANT SECRLTARY



SUATE OF TEYAS )
COUNITY O DALLAS g

BEVORE 1ME, the undersigned authority, on this day personally appeared
KENNETH A, SWANSON, known to me to be the Vice President of AZTEC OIL & CAS
COMPANY, whno acknowledged to me that he executed the foregoing instrument for
the purposes and consideration therein expressed on behalf of such company
and in the capacity therein exvressed,

Given under my hand and seal of office this the /3.7 day of September,

1973.

-

Notary Pubdic in and 'for
Dallas County, Texas

My commission explres:

6-1-75



STATE OF TEXAS
COUNTY OF DALLAS
BEFORE ME, the undersigned authority, on this day personally appeared

Charles E. Koch, partner on behalf of ROBERTS, KOCH AND CARTWRIGHT, a

partnership, known to me to be the person whose name is subscribed to the
foregoing instrument and acknowledged to me that he executed the same for
the purposes and consideration therein expressed.

Given under my hand and seal of office this the 13th day of

September , 1973.

Notary/Publdc in and’'for
Dallas County, Texas

My Cormission Expires:

6-1-75
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THIS AGRZZMENT, made ard entered into this 2nd day of April, 1973, by and
between AZTZC OIL & GAS COMPANY, 2000 First National Bank Building, Dallas,
Texas 75202, (hereinafter referred to as "Aztec"), and Roberts, Koch and
Cartwright, 205 Building of the Southwest, Midland, Texas 79701, (hereinafter
referred to as "Roberts"),

WITNESSETH:.

WHEREAS, Roberts has proposed the formation of a Federal Unit known as
the Deer Canyon Unit of Eddy County, New Mexico and has submitted a Unit Agree-
ment to cover the development of said unit, which agreement will be submitted
to the U.S.G.S5. for approval; and

WHEREAS, Roberts has proposed to drill a Morrow Sand test to a depth of
approximately Eight Thousand Seven Hundred Feet (8,700') and at a location
in the SW/L of Section 11 or the NW/4 of Section 1k, Township 20 South, Range
21 East, Eddy County, New Mexicoj; and

WHEREAS, Aztec owns an oil and gas lease covering the following described
land located in Eddy County, New Mexico, to-wit:

Township 20 South, Range 21 East
Section 2: Lots 1 through © and %[z v{,H{L ) 3/»
containing 729.20 acres, more or less.

(8tate of New Mexico Lease L-6522)
(Aztec Lease Number NM-897); and

WHEREAS, Roberts has proposed that Aztec subscribe to the Unit Agreement
above set forth which agreement shall include all of Sections 1 through L4,
9 through 16, and 21 through 24, all in Township 20 South, Range 21 East and
covering 10,620.45 surface acres, herein defined as "unitized land"; and

WHEREAS, Roberts has agreed to drill the test well provided for in the
Unit Agreement and Aztec has agreed that Roberts may acquire a certain portion
of Aztec's interest in the unitized land by the drilling of said well in
accordance with the terms and provisions hereinafter set forth.

NOW, THEREFORZ, for -and in considgraﬁion.of;ﬁh§;muﬁgal—eqyenanﬁs~agd 7

agreerients herein contained, it is agreed by and between the parties as

P —
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1. UNIT AGREEMENT: PRoberts agrees to submit the final Unit Agreement

xecution and in this connection, it is understood that Exhibit

d.
@]
5.
£
ot
®
0
¥
)
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"A" and "B" will properly reflect the acreage subject to this Unit Agree-

ment and will be attached theretoc. It is further Aztecns understanding that
by executing the Unit Agreement, Aztec will thenceforth own a 7.3952% working
interest in the unitized land, which interest is subject to the farmout
provisions of this agreement. Although the term "unitized land" is defined in
the Unit Agreement, it contains no depth limitafion, nevertheless it is under~
stood that this farmout agreement does not apply to depths below 100' below
the total depth drilled in the first test well.

2. FIRST TEST WELL: On or before sixty (60) days from the date the

U.S.G.S. approves the proposed Unit Agreement (but not after July 1, 1973),
Roberts agrees to commence the actual drilling of the first test well on
unitized land at a location of Roberts' choice in the SW/4 of Section 11 or

the NW/l4 of Section 14, Township 20 South, Range 21 East.

3. OBLIGATION DEPTH: The first test well shall be drilled to test the
Morrow Sand or to a tobtal depth of Eight Thousand Seven Hundred Feet (8,700'),
whichever occurs first.

., RIGHTS EARNED: In the event the first test well drilled hereunder

is completed as a producing well, at any depth, in paying quantities and upon
request within thirty (30) days from completion,.Aztec agrees to assign to
Roberts the following interest in unitized land as defined and set forth in
the Unit Agreement}

A. All of Aztec's 7.3952% working interest in the proration unit surrounding
said well with Aztec reservingAa 5% overriding royalty {reduced to Aztec's %orking
interest) and limiting rights herein to -100' below total depth drilled in said
first test well.

(1) At such time as the income which Roberts receives from the sale
of production from said well equals Roberts' cost of drilling, completiﬁg,
equipping, and operating said well (after deducting one-eighth (1/8) royalty
and production taxes) then Aztec's reserved overriding royalty shall cdnvert
to a 3,697%% working interest. )

B. An undivided one-half (1/2) of Aztec's 739529 working interest in

unitized land, excluding the proration unit described in A, above and limited
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to 100' below the total depth drilled in the first test well.

C. In the event the first test well 1s completed as a dry hole, Aztec
will assign to Roberts one-half (1/2) of Aztec's 7.3952% working interest in
the entire unitized land to a depth of 100' below the total depth drilled.

5. SUBSEQUENT WELLS: Wells which may be drilled on unitized land

subsequent to the first test well shall be drilled in accordance with the

terms of 2 Unit Operating Agreement, the terms of which have not been agreed

upon at this time, but which, among other things, will contain a non-consent
provision to the effect that Aztec shall have the option to convert its 3.6976%

working interest to its pro rata share of a 5% overriding royalty as to the

proration uwnit surrounding each well so drilled. This non-consent option

shall be a continuing option on a well-to-well basis.

A, After pa&out (as defined in Paragraph 4 above), as to any well drilled
herein, Aztec elects to retain an overriding royally, such reserved 6verriding
royalty shall convert to 3.6976% working interest in and to the well and pro-
ration unit. |

6. MISCELLANEOUS PROVISIONS:

A. .The first test well drilled hereunder shall be drilled, logged, tested,
and completed either as a producer or dry hole subject-to the following:
: (1) In the manner of a prudent operator. V
(2) Subject to the provisions of Exhibit "A" attached hereto.
B. Any assignment to Roberts shall be without warranty of title either
expressed or implied. . |
- C. Aztec's working interest in the unitized land shall not be subject to
any lease burdens in excess of a one-eighth (1/8) royalty. .
D. The 5% overriding royalty which Aztec may reserve hereunder shall be
5% (reducible to Aztec's working interest) of the market value at the well of
all oil, gas and other hydrocarbons produced, saved and marketed from or attri-
butable to the wells burdened by Aztec's overriding royalty.
E. During the payout period on each well where Aztec reserves an overriding
royalty, Roberts agrees to furnish Aztec with.quarterly payout status reports.
(1} At payoubt of each well, Roberts agrees to execube such instruments

as may be required to effect a conversion to a working intereset, the effective

date of which shall be the first day of the month following the month in which
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Roberts agrees to place no additional burders oa the well

2izhth (1/8) royaity.
. TFailure to drill the first test w

well as set forth nerein sh2ll result

tzrmination of this agreement Iforihwiith, subject to Roberts’ liability
for all =gcriad cost, risk and expens
G. “~hart

liability of avery kind arising out of Roberts' operation and Roberts agrees
to keep the unitized land free of any liens and encumbrances.
H.

Roberts agrees not to assign any rights herein without Aztec's prior
consent.

I. Any conflict between this agreement and ths Unit Agreement and/or

Unit Operating Agreement shall be resolved in favor of this agreement
7. RENTALS:

In the event Aztec has to pay a rental on the farmout acreage
prior to the time that Roberts may earn any right hereunder, Roberts agrees to
reimburse Aztec for 100% of the rental amount so paid. Aztec shall not he

liable for error in such payment or nonpayment due to mistake or ovar51ght

It is agreed that this agreement shell be binding upon the parties hereto,

their representatives, successors and assigns

IN WITNESS WHEREOF, ©

ne parties hereto have executed this agreement as of
the day and year first hereinabove written

ATTEST: AZTEC 0IL & GAS COMPANY

Vol A4 . Swauien 3

6?4141/21142Z,«\4? staltfﬂﬁLN\ 340
Secretary Quilman B.f Davis )ﬁ@f‘"
President ' Ur

ROBERTS, KOCH AND CARTWRIGHT

N, £
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EXHIBIT A

PROVISIONS APPLICABLE TO TEST WELLS

The party drilling any test well provided for in the agreement to
which this schedule is attached agrees and binds himself/itself to ob-
serve and comply with the provisions hereof as follows; failure to comply
with these provisions shall release Aztec from its obligations and cove-

nants contained in the agreement to which this Exhibit is attached and
made a part:

1. To conduct all operations in accordance with approved and
.accepted practices prevailing in the field or area where the well {is
drilled,

2. To adequately test to Aztec's satisfaction the objective for-
mation to determine whether it is capable of producing oil or gas in
paying quantities. #%uch tests shall also be made with respect to all
other formations in which a show of o0il or gas is encountered.

3. To accord Aztec the freedom of the derrick floor and full and
free access to the well and the records thereof at any and all times.

4. To give Aztec reasonable notice and sufficient time to have a
representative present before any testing, coring or logging of a pros-

pective o0il or gas zone or the plugging of the well. Such notice phall
be piven to:

Mr, Ken Wood, Mr., Lester Duke,

Aztec 01l & Gas Co., Aztec 01l & Gas Co.,

2000 First National Bank Bldg., P.0. Box 837,

Dallas, Texas 75202 Hobbs, New Mexico 88240

Office: ThWl-1272 Res. 254-8090 Off: EX 3~5844 Home: 397-1409

5. To advise Aztec, in writing, before commencing operations, the
name and address of the geologist or engineer servicing the well,

6. To furnish Aztec, without cost to Aztec, the following reports,
data and information:

DURING THE DRILLING OF THE TEST WELL

(1) Daily drilling report showing the nature of all work done
and depth and formations penetrated, air mailed, telephone or
telegraphed to Aztec at the above address daily beginning with
the date actual work is commenced at the location and continuing
‘until drilling, logging and testing is completed, or, if a dry
hole, the well has been plugged and abandoned.

(2) One copy of the daily report provided by a hydrocarbon mud
logging unit air mailed daily to Aztec, if such a unit is on the
well.

(3) One copy of the drilling time record. ' h

(4) Formation water samples shall be saved, if recovered, from

any drillstem tests which may be taken. Aztec shall be furnished

uncontaminated samples thereof unless such samples are submitted

to a laboratory for analysis, in which case, one copy of the results
- of such analysis shall be provided Aztec.

(5) PFormation samples taken at intervals of 10' from surface casing
to total depth or at less than 10' intervals as requested by Aztec.
Such samples are to be gaved at the well for Aztec.

~ UPON COMPLETION OF THE TEST WELL

(6) A complete certified driller's log and/or State Completion
Report (well record and formation record).

(7) The following electrical surveys shall be run in the well:"

(a) From the bottom of the surface casing to total depth:
IES log

(b) Covering the objective zone or formation, any other zone or
formation in which a show of oil or gas is encountered or
indicated and amy additional interval which may be requested
by Aztec or its representative at the well:

Gamma Ray Sonic or Density log



Two copies of the field print of each log run in the well shall be
delivered as soon as available to Aztec's representative at the well.
Should such representative not be present wken the log is run, the field
print copies shall be air mailed, without delay, to. one copy each to

Mr, XKen Wood, Mr. Lester Duke,

Aztec 011l & Gas Co. Aztec 0il & Gas Co.,
2000 First National Bank Bldg., P.0. Box 837,

Dallas, Texas 75202 Hobbs, New Mexico 88240

Two copies of the final print of each log run in the well shall be
mailed promptly to Aztec.

(8) Certified copy or photoprint of all well reports required by
any governmental office or body.

(9) Two certified copies of the plat of a licensed surveyor showing
location of the well and its elevation.

(10) Copy of survey to determine the deviation of the hole from the
vertical, if one is made, or if requested by Aztec.

(11) Two copies of any core analysis and two copies of any core
report which may be made.

(12) One copy of the sample log or descriptions pertaining to the
intervals covered by the geologist examining drilling samples.

(13) Two copies of any bottom-hole pressures taken.
(14) One copy of any directional survey (Eastman, etc.) if runm.
(15) Two copies of drillstem tests, if taken.

{(16) Two copies of the completion final report prepared by the hydro-
carbon mud logging unit, if such a unit is employed.

(17) Two copies of gas, oil ratio tests, if taken.

(18) Two copies of reservoir fluid or gas analysis, if samples are
analyzed.

(19) Two copies of open~flow potential and shut-in tests, if gas
well.

(20) 1If s completion is attempted, daily reports covering all
work performed, production gauges, pressure information and all
other well data shall be mailed to Aztec at no greater intervals
than once a week from the commencement of the completion attempt
until two months following such completion, as determined by the
date of filing of the completion report required by the appropriate
state regulatory agency.
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STATE OF TEXAS )
COUNTY OF DALLAS g

BEFQRE ME, the undersigned authority, on fhis day éersonally ar.ppea.réd
QUILMAN B. DAVIS, knoﬁn to me to be the Presicdent of AZTEC OIL & CGAS COMPANY,
who acknowledged to me that he executed the foregoing instrument for the
purposes and consideration therein expressed on behalf of such company and
in the ca.pacitf,' therein expressed.

Given under my hand end seal of office this the f//f day of | ggaggf
1973. ‘ _

ZU/’/,%/A/ }; ; W
Notary Public in bnd for DLas
County, Texas s e

My Commission Expireé:
6-1~73

STATE OF TEXAS )
)
COUNTY OF Midland )

BEFORE ME, the undersigned authority, on this day personally appeai'ed

Charles E. Koch » partner on behalf of ROBERTS, KOCH AND CARTWRIGHT 5
a partnership, known to me to be the person whose name is sﬁbscribed. to the
foregomg mstrment and acknowledged to me that he executed the same for the
purpose< and uonsz.dera:blon therein expressed.

Gwven "nder m:\,r hand and seal of office this the _5th day of _ August

. 2 " I/‘ <‘
¢ 1 “\L.‘ J \\ l_ E
S N \z') A AN M O A :

Notary Public in and for
Midland, County, stlevndMexizm Texas

My Commission Expires:

L-\_7=
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CEadLialeEn:

Referznce is made to {farmout contract of June 8, 1873 from
Cities Service 0Oil Company to Roberts, Koch & Cartwright and
amendatory letter of August 1, 1972 pertaining to said farmout
contract.

In z2dition to the amendment providad for in said amendatoxy
lettesr of Rugust 1, 1973, it 1s our understanding that vou-
have raised the guestion as to & possible cecnilict in the

Dzer Canyon Operating Agreemant betwesn Article 3, specifically
Secticn 3.3 and 3.5, relating to voting procadure, and Article
5.0 zeiating to the drilling of wells by less than all partiss.
Pleasz be assured that it 1s our understanding and constructicn
of tnis agreement that Article 5.5 will, in any evant, govern
and control the relationships of the parties as specified there-

in and would be the controlling provision in the event of non-

cons=nt operations.

therefore, a decision by a majority undier the voting
procedure would not prevent a part from prevailing under the
mrovisions of Article 5.6,
Yours very truly

R Tl cyOTT R DI T T
ROBLATH5, KOCH & CAPRTWRIGHT
/




August 1, 1973

Cities Service 0il Company
P. 0. Box 300
Tulsa, Oklahoma 74102

Gentlemen:

Reference is made to Farmout Contract of June 8, 1973 from
Cities Service 0il Company to Roberts, Koch and Cartwright. It
is the purpose of this letter to conditionally accept such
farmout contract, subject to modifications as follows:

1. Paragraph 1(a) is amended to state as follows:

"1. {(a) Operator agrees to commence the actual
drilling of a well (hereinafter referred to as 'first
well') for oil or gas within thirty (30) days from the
effective date of the Deer Canyon Unit Agreement at a
location on Section 14, Township 20 South, Range 21
East, Eddy County, New Mexico, and thereafter diligently
and continuously prosecute the drilling of the first
well in a proper and workmanlike manner to a depth suf-
ficient to penetrate the Upper Mississippian (Barnett
Shale) Formation (provided, however, Operator shall not
in any event be required to drill said well to a depth
in excess of 8700 feet) or to such lesser depths with
production in paying guantities (as defined in the Deer
Canyon Unit Agreement) and complete said well within
ninety (90) days from date of commencement. Substitute
well may be drilled in lieu of the initial well as pro-
vided in Section 5.1 of the Unit Operating Agreement
for the Deer Canyon Unit."

2. Paragraph 1(b) shall be amended to contain the follow-
ing parenthetical expression at the conclusion thereof:

"{Provided, however, Unit Operator shall not in any event
be required to drill said well to a depth in excess of
8700 feet.)™"
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3. Paragraph 1{c) shall be amended to state as follows:
" I = P . .

By tne pesriormance of the covenants and conditions

armout contract and on compliance with Section

-1 of the unit operating agr

u

e
wright shall earn and be entit
fortin in Section 5.1 of the un

d to the interest as set

o)
ement, Roberts, Koch & Cart-
le

it operating agreement."

4. Paragraph 2(c) shall be amended to provide as follows:

"All formations, sections, zones or other reservoirs
in which the presence of o0il or gas is indicated shall be
thoroughly tested to the gcod faith satisfaction of Cities
and its representative by a reasonable amount of coring,
drill stem tests or through casing tests, together with any
other approved testing methods and Operator shall make a
diligent effort to complete the said well as a commercial
producer of oil and/or gas."

5. Paragraph 2(d) shall have the following sentence added
thereto:

"Provided, however, that when the well is being drilled
with air or gas, the requirements of this Section 2(d)
shall not apply."

6. Paragraph 2 {m) is amended to add the following
sentence:

"Operator shall have the right to furnish equivalent logs
to those set forth above."

7. Paragraph 2(p) shall be amended to state:

"All correlations and determinations of the requirements
provided for in this Paragraph 2 shall be made to the
good faith satisfaction of Cities' representative."

8. Paragraph 2(s) is amended to state:

"In the event said well is comy
of o0il oxr gas, or as one not c
gas in paying guantities, Op=ra

4 b - P
che sane.

(N

ted as non-productive
able of producing oil or
or shall plug and abandon

11



9. Paragraph 6 1s hereby amended to state:

"In the event the Operator fails to commence or continue
(and the cessation of drilling or other operations in
connection with such well for thirty (30) days shall be
deemed failure to continue drilling) or complete the
initial well in accordance with the provisions hereof,
this contract shall, at Cities' option, terminate, where-
upon Cities shall be subject to the terms of the Deer
Canyon Unit Cperating Agreement, the same as if it had
not farmed out acreage to Roberts, Koch & Cartwright
herein.

10. Paragraph 7 of said agreement is amended to state:

"The said leases and the said lands are situated within

the Unit Area for the Deer Canyon Unit and will be subject
to the Deer Canyon Unit Agreement and, notwithstanding
anything contained herein to the contrary, it is under-
stood and agreed 1f Operator is unable for any reason to
secure the required approvals and agreements from parties
necessary to consummate the Deer Canyon Unit Agreement and
Unit Operating Agreement, this Agreement shall become null
and void without further obligation or liability on the
part of either party hereto to the other. For the purpose
of determining reimbursement to Operator for costs of all
wells drilled pursuant to this Agreement as provided in Ex-
hibit "B", the Accounting Procedure attached to the Deer
Canyon Unit Operating Agreement as Exhibit "B" shall control.
The interest of Cities shall be subject to the terms and
provisions of the Deer Canyon Unit Operating Agreement which
shall be effective upon the signature of the same by Cities.
Once the assignments pursuant to this agreement are executed
and delivered, the terms and provisions of the Deer Canyon
Unit Operating Agreement shall thereafter apply, rather

than this farmout agreement."

11. Operator shall have the right to assign all or any
part of its interest hereunder to Natural Gas Pipe Line Company
of America and Hilliard 0il & Gas, Inc. and shall notify Cities
of such assignment. Said parties shall assume their proportionate
part of the burdens and obligations of this agreement.



12. Operator shall not ke liable in damages for failure to
drill the well provided for in this agreement and in the Unit
Operating Agreement, the sole penalty therefor being the loss of
rights as prescribed in this farmout contract to earn acreage.

13. Cities' rights under the Unit Agreement and Unit Oper-

ating Agreement as to acreage owned by Aztec O0il & Gas Company,
Petroleum, Inc. and Union Oil Company of California shall be
subject to farmout agreements from said parties which Roberts,
Koch & Cartwright shall make a good faith effort to satisfy.

14, Exhibit "B" to the farmout contract shall be amended as
follows:

(a) Paragraph 1 is amended to state as follows:

"1l. There is excepted and reserved from the leases
and lands assigned herein all rights granted by said
leases below the depth to which this Assignment is made,
together with the right to drill wells for and produce
and market any and all minerals appearing in said lands
below said depth and an overriding royalty of 28.47535%
of one-sixteenth of eight-eighths (1/16 of 8/8) of all
o0il, casinghead gas, gas, condensate and/or distillate -
and other minerals produced from the lands assigned
herein under said leases, with the right to convert
the overriding royalty to 14.23768% of working interest
as specified in the Deer Canyon Unit Operating Agreement."

(b) Paragraph 2 of said Assignment of Operating Rights
shall be deemed deleted for the reason that the same is ex-

pressly provided for in Section 5.1 of the Deer Canyon
Unit Agreement.

(c¢) Paragraph 7 shall be deemed deleted inasmuch as the
farmout contract will no longer be operative once the
assignment is to be executed and delivered.

o= wroos
(d) There shall be added to said assignment a statement
as follows:

This Assignment of Cperating Rights is subject to the
terms and provisions of the Unit Cperating Agreement for
the Deer Canyon Unit dated day of , 1973."



(e) Paragraph 16 relating to call on oil and gas shall
be deleted. :

15. Exhibit "C" to the farmout contract shall be amended
as follows: - o

(a) Paragraph 5 relating to the farmout contract shall
be deemed deleted for the reasons set forth above.

(b) Paragraph 7 relating to call on oil and gas shall
be deleted. '

(c) There shall be a paragraph added to said assignment
which states:

"This assignment is subject to all of the terms
and provisions of the Unit Operating Agreement for

the Deer Canyon Unit dated the 1st day of September;
1973."

The foregoing changes are changes necessary to conform to
the Deer Canyon Unit Operating Agreement, and we will be happy
to discuss them with you. If you agree to the foregoing, please
so indicate by your signature below, whereupon the farmout con-
tract of June 8, 1973 shall be deemed amended accordingly.

Very truly yours,

Agreed:

CITIES SERVICE

Attorney—-#n-Fact



FARMOUT CONTRACY

THIS FARMOUT CONYRACT made and entered into this 8th day of June, 1973,
by and batween CITIES SERVICE O01]l, COMPANY, a Delawara coyporation, whose addresas
is P. O. Box 300, Tulsa, Oklahoma 74102, hereinaftar called “Cities,” and

ROBERTS, KOCH AND CARIWRIGHT, a partnership composed of Rosa D. Roberts, Charles E.
Xoch and Jack Carxtwright, wvhose address is 205 Building of the Southwest, Midland,
Texas 79701, hereinafter called “"Operator™;

WITMRSSETH:

WHEREAS, Citiss is the owner of the 0il and gas leases (hereinafter re-
farred to as "sald lesases") covering and embracing the lands (hereinafter referred
to as "said lands') described in Exhibit "A," which is attached hareto and made a
part hereof; and ~

WHEREAS, the Operator desirss to acquire sm sssignment or conveyance of
said leases covering tha said lands on the conditions hereinafter set forth,

NOW, THEREPORE, in consideration of the sum of One Dollar ($1.00) ia
hand paid by Cities to the said Operator and of the mutual covenants herein con-
tained, the parties hereto agree as follows:

1. (a) Operator agrees to commence the sctual drilling of a well (here-
inafter referrsd to as "first well") for oil or gas within thirty (30) days from
the effective date of the Deer Csnyom Unit Agreement at & location on 3ectioun 10,
Township 20 South, Range 21 Bast, Eddy County, New Maxico, and thersafter diligently .
and continucusly prosecute the drilling of the first well in a proper and workman~
like mammer to a depth sufficient to penstrate the Uppar Mississippian (Bamett
Shale) Formation or to such lesser depth with production in paying quantities (as
defined in the Deexr Canyon Unit Agreement) and complata said first well within nine~
ty {90) days from date of commencement.

{(db) In the event the first well is completed as a dry hole or as a
well not capable of producing oil and/or gas in paying quantities (as definad in
tha Deer Cinyom Unit Agreement), Operator is granted the option to commence a well
(hereinafter refarred to as "second well') within aighty (80) days from completion
of the first well at a location of Operator's choice on lands within the Unit Araa
for the said Deer Canyon Unit and thersafter diligently and continuously praosecuts
the drilling of the sacond well in a proper and workmsnlike mannsr to a dapth suf-
ficient to penatrata tha Upper Misaissippian (Barnett Shale) Formation or to such
lesser depth with production in paying quantities (as defined in the Deer Canyon
Unit Agresment) and ecomplete said second well within ninety (90) days from date of
cosmencenent., :

(¢) By the parformance of tha covenmts and conditions hareof and
upon completion of aither the first or second well as a well capable of producing
oil and/or zas in paying qumntities {as defined in tha Deer Canyon Unit Agreement),
Oparator shall acquire all of Cities’ interest in the drilling wmit for said pro-
ducing well covering rights down to snd including, but not below, the depth of ome
hundred feet {100') balow the greatest depth drillad in saild producing well, sub-
jset to an overriding royalty of 28.47213% of one-sixteenth (1/16) of all produec-
tion with the option to eonvert the overriding royalty to a net 14.2360652 work-
ing interast. Opavator shall also acquire an undivided ome-half (1/2) (a net
14,236065%) of Cities' intsrest in that portion nf the Dear Canyon Unit Area not
allocatad to the said producing well together with an undivided one-half (1/2) (a
net 14.2360651) of Citisa' right, titla and interest in and to the said leases in-
sofar as they cover the said lands covering rights to one hundred feet (100') below
the greatest depth drilled in said producing well; provided, however, in the asvent
any portion of said lands sre included in the drilling it for such producing well,
Operator shall acquire all of Citias' intarest in the said laases insofar as same
covar the said lands ineluded within the drilling unit covering rights to one hun-
dred feet (100') below the greaatest depth drilled in said producing well subjsct to
an overriding royalty of 28,47213% of an undivided one-sixteanth (1/16) of all pro-
duction with the option to convert the overriding royalty to a net 14,2360631 work-
ing interest., All the rights acquired pursuant hereto shall be subject to the
further provisions of this agreement.
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2. The said well or wells (hereinafter referrad to in the singular 1if
more than one well is drilled hereunder) shall be drilled according to the follow-
ing covenants and mnderstanding:

{a) All operations shall ba conducted at the sole expense of Oper-
atoyr in a proper and workmanllke manner and in aceordance with all applicable laws
and regulations of the constituted authorities, and Operator shall defand, indem-
nify and hold Citiss and its officers, directers, agents, employees and invitees
harmless from all liability for damage (imcluding attorney's fees) to tha person
(ineluding death) and/or property of all persons arising from the performance or
non~performance of Operator's operations econducted herewnder.

(b) Prior to the commencement of the waid wall, Operator shall co-
ordinate thae driliing, coring, testing and logging program for said well with Cities'
Region Office,

{e) All formations, sactions, zones or other reservoirs in which the
presence of oil or gss is indicated shall ba thoroughly tested to the satisfaction
of Cities and its rvepresentative by a reassonsble smount of coring, drill stem tests
or through casing tests, together with any other approved testing methods and Cpera-
tor shall make & diligent attempt to complete the said well as a commercial producer
of oil and/or gas. 1If in the opinion of Cities’ representative the presence of oil ¥
or gas or indieation thereef justifies runnimg pipe, all necessary casing or pipe
shall be used to insure a propar test., Operator shall treat the formations in which - .
oil or gas or indications thereof are present in a manner to improve reservoir com~ (- =¥ .
ditions, including adequate acidizing snd/or fracturing when in the judgmeant of a
resasonable and prudent Operstor such treatment on said wall would prove bemefictial.' -

(d) Operator agrees to maintain adequats mud to assurs good sample
returns, drill stem testing and electyic logging operations, and Operator shall
take tem (10) foot cutting samples from surface casing to total depth and Jaily
deiiver samples of such cuttings, at Operator’s expensas, to:

Midland Sampla Cut and Library
707 South Comnell Street
¥idland, Texas 79701

(a) If regquested by Citiass, Oparator shall fumish Cities samplaes of
all ¢ores rscoversd,

(f) Ko oil base or oil smulsion mud shall be used in the drilling of
this well, without prier writtean consent from Citiass.

{g) Operator agrees to forward sach day, toc Citiss' representative,
a eopy of Operatox's pravieus day's drilling report showing the formation or forma-
tions penatrated ineluding the correct depths thereof and daily mudlogger reports
1f a mudlozging wmit is used on the said well. Opsrator also agrees to telephona
aach day at Operator's owa expense, prior to 9:30 o'clock a.m., Cities' representa-
tive informing of the formations pemetrated and the correct depths thereof, tha tops
called and intervals tested,

¢h) Operator agress to install a gas detector from the Wolfcamp Forma-
tion,

{1) Operator shall keep drilling time at ten {10) foot intervals from
the base of suxface casing to total depth,

(1) Operator shall permit Cities, at its election, to lower a geo-
shone, dipmeter, or similax instrument into said well for the purpose of making any
tast desirsd; provided that Cities shall reimburse Opaerator for any cost incurred as
a result of Cities performing any such tast,

(k) Operator shall notify Citiss' repreaentative in sufficient time
{(at least rwenty-four (24) hours in advance) to allow said representative to wit-
ness ths running of all logse, 21l coring and testing of formations, the drilling
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of said well into known or expected producing horizons and before drilling through
any unexpacted showing of oil or gas,

{1) Cities’ represeantative shall have access to the derrick floor at
all times and shall have access to and be furnished with all information on drilling

progress,

(n) Operatoy agrees to rin a Sonie - Gamma Ray; Dual Induction Latero~—
log and Microlaterolog and promptly furnish Cities' representative three (3) fiald he
prints and threa (3) finished prints thereof, Operator also agrees to promptly fur— .
nish Cities' representative three (3) field prints and threa (3) finished prints of
all othar logs which have been rumn,

() All potices and other information required under tha provisions
of this Paragraph 2, to ba furnished Citiss' reprasentative shall be furnished tos

OFFICE RESTDENCE
NAME OF REPRESENTATIVE MORDAY THRU FRIDAY WERERNDS & HOLIDAYS
Mr. Bd King | ($15) 684-1731  (915) 682-3143

Cities Service 011 Company
800 Vauglm Building
Midland, Texas 79701

who is designated as Cities' representative, Citiss reserves the right to replace
said representative and shall furnish Operator with the name, address and tealephone
numbers of any such new reprasentative, All samples, noticas and other information
required to ba furnished Cities to its Begion office ahall be furnished to said of~
fice at the following address:

Cities Service 0il Company
800 Vaughn Building
Midland, Texas 79701

Arttn: Xr, Ed Xing

(o) Oparator agrees to give Cities' representative an immediate, de-
tailed and authentic report of the results of all drill stem tasts or othar tasts
nade during the drilling of said well.

(p} All correlations aad determinations of the requirements provided 2,
for in this Paragraph 2. shall de made to tha satisfaction of Cities' reprasemtative.

(q) Operator shall promptly furnish Cities' represeatative three (3)
coples of any forms filed with the Stats Ragulatory Commission or Agency.

{z) On completion of the well, Operator shall furnish Cities a com~
plate drillar's log certifiad by Operator as baing correct.

{(s) In the event said well is complated as non-productive of oil or
gas, Or as one not capsble of producing oil or gas in paying gquantities, Operator
shall plug and abandon the same, but not until Cities, if it 30 elacta, has had a
Teasonabls opportunity of examining the formations and measuring the depth of the
wall, using so far as necessary the tools and workmen of Operator, and such aban-
doument shall not be commenced without Citlas' expressad consent and approval.,

3. Upon completion of the first or second well as a producaer of oil and/
or gas in paying quantities as herein providad and upon racaipt of request from
Opsrater, Cities agrees to assign £o Operator without warranty of tirle aither ax-
press or implied and in the form and languags sithar as set forth in Bxhibit "B,"
which i{s attached hereto and made a part havreof, or Exhibit "C,” which is attached
hayeto and made & part hereof, covering intarests earned by Operator as provided
in Paragraph 1, (c). Failuxe of Operator to so request assignment from Citfes _ - ?
within thirty (30) days after complsticn of a wall shall automatically tarminata -~ o
Oparator's right to receivs such assignment., Upon delivery to said Operator of
amy assignment oY coaveysanca a8 hersin contemplatad, the Operator agress to secure
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the approval of sald assignment or conveyance, 1f necessary, and to fils sama for
racording within ten (10) days after such delivery in the proper County Office
aud furnish Cities with the recording data thereof.

4, Afger the commencement of the first well, Cities shall continue to
pay all delay rentals becoming due under the leases insofar as same cover the acra-
age as set forth in Exhibit "A" hereto and shall furnmish Operator with statements
for auch payment. Operator, upon receipt of said statement, shall reimburse Citias
for said payment or payments to the extent of fifty percent (50%) thereof. In the
savent Cities fails to make proper payment of any delay rental through mistake or
oversight vhare such restal i{s reguired to continus a lease in force, thers shall
be no liability of any kind, money or otherwise, against Cities for failurs to pay
sueh rental,

It will be sasumed that the partiss herete econeur in the continuation
of the losses covared hareby by the payment of such rentals as are required unless
either of the parties notifies the other prior to the tenth day of the wonth pre-
ceding the month in which the rantal date falle of its recommendation to terminata
a given lsase and not participate in such rental payment., In the event the party
notified desires te pay the entirs rental and acquire an assignment of the ecancel-
ling party's intarest, the ammcelling party will furnish to the party desiring to
continua the lssse an sssignment of itz intsrest within thirty (30) days after the
cancelling party receives raquest for such assignment.

Should both partiss concur in the termination of a laase covered hers~
by by noo-payment of rental, Cities will prepars, in dus course of business, a joint
relaase. snd forward sams to OUperator for its exscutiom, :

5. ¥Whils operations ars being conducted hersmumder on any laasehold in-
terest covered hareby upom which Cities them holds legal title, Operator agreses to
carry adequate insuranes as vequired by Cities and agrees to furnish Citiasy, before
commencing operations, valid certificates of insuramnce satisfactory to Cities of
policies carried by Opearator hareunder,

6. Ia the avent tha Operator fails to commwence or continue (and the ces—
sation of drilling or other operations in connection with such wall for thirty (30)
days shall be deemsad failure to continue drilling) or complets any well in aeceor-~
dance with the previsions harsof, this contract shall, at Cities' option, terminate.
Upon Operator’s failure to comduct the drilling operations as provided for herain,
Citiss may, at its option, take posssssion of all tools placed thereon by Oparator --
and complete said well at Cities' expense snd lisbility; however, tha exarcise of -~
this option shall ian no way relisve Operator from liability for damages accruing to
Cizies as a result of Oparator's default,

-

7. The said lsases and the said lands are situated within the Unit Area
for the Deer Canyon Unit and will be subject to the Deer Canyon Unit Agreement and,
notwithstanding snything contained harein to the contrary, iz is understood and
agreed if Operator is unsble for any reason to securs the required approvals and
agrsenmants from parties necessary to consummate the Dear Canyon Unit Agreement and
Unit Operating Agreement, this Agreemant shall become null and void without furthex
obligation or 1liability om the part of either party hereto to the other. TFor the
purpesa of determining reizbursemsnt to Operator for costs of all wells drillad pur-
auant to this Agreement as provided in Exhibdbit "3,” tha Accounting Procedurs at-
tached to the Deer Canyom Unit Operating Agreement as Exhibhit "B" shall comtrol.
Any commitment to the Deer Canyon Unit Agrsemant and Unit Operating Agreement by
Cities through its exscution or ratification of Unit Operating Agreement shall not
prejudice its right and option to rejact provisions of said Operating Agreement
vhich it determines unnecessary or undesirable, specifically as to tha said Oper-
ating Agreement (but not by way of limitation), Cities does not accept and will
not operate undsr the tarme of Article 5.6, Operations by Less Than All Parties,
and Cities' ratification of said Operating Agreement will be made with the under-
standing that the provisions of Article 3.7 shall apply to any well proposed on
tha Unit Area axcept in the event of a required well (The said Operating Agrse—
mant does not contain a provision pertaining to required wells which will be, but
not by way of limitation, a requirement by Citiss that such a provision be eon~
tained in the said Operating Agreemant). At such time as Operator has been reim—
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s provided in Exhibit "B" and if Cities has elected ts convert
lty to a worlking inter=3t, the sald Deer Canyen Operating Agree-
ified pursuant haret al ne operative and effsctive as
ithstanding =0y may be da2livered by Cities to

o the zerms oI tai , all rights and interests reserved
hereto will >e basad upon thz interest cradited to the said

ds within the entire Unit Area and not limited specifically to

3. Cities' interest in the Deer Canyon Unit Agreement, which it retains
this agreement, will be as described in Exhibit "A" to the Unit Operat-
nz Agreement and if for any reason the participating parties change, thereby cre-
ing a change of the interests of the parties thereunder, tnen the interests spe-
t forth herein shall likewise be changed accordingly.

5. Time shall be the essence of this Farmout Contract in all of its parts.
This contract shall be executed in duplicate The terms, covenants and conditions

and assigns, and shall run with the said leaseholds and lands and shall be capable
of specific performance

10. This Warmout Contract may not be assigned by Operator without the prior

ritten consent of Citie

This Farmout Contract shall not become binding or effective unless it is
executed by all parties and returned to Cities within thirty (30) days from the date
of the acknowledgment of Cities' execution.

IN WITNESS WHEREOF, the Operator has hereunto caused its name and Cities
has hersunto caused its name to be subscribed the day and year first above written.

CLTIES SERVICE OIL COMPANY

By - ‘ﬁz”

—R055 D. @Bnms “a partner—

/”»}" ;7
J#,};ij .Q' ;

CHARLES E. XOCH, a partner

. ] - L fe .
" JACK CARTWRIGHT, a partmer
i e

4
K

~

reof shall run in favor of and be blndlng upon the parties hereto, their successors



STATE OF OXIAHOMA )

) SS
COUNTY OF TULSA )
g
On this 02?5{4 day of \g e 78 o » 1973, before me
personally appeared  Warx F, £3y%03  //, to me known to be the person who eva-
cuted the foregoing instrument as Attorney-in-Fact in behalf of CITIES SERVICE OIL
C OMPANY,

(D

a Delaware corporation, and acknowledged that he executed the same as the
e act and deed of said Cities Service 0il Company.

,&MEZL e

Skérry

\otary Public
¥y Commission Expires:

Fad

, S SPTO

¢ 47

STATE OF Texas = )
. ) SS
COUNTY OF Midland ~~ " )

/

On this - 2Llst day of

AquSt o 190 73, beforenm
personarbrappearod Rdﬁs‘DAARgnerLs, ar1oq T Xoch and T=ck C.
cartwright e - -
to me known to be the person s

described in and who executed the foregoing instru-
ment, as ROBERTS, KOCH D CARTWRIGHT,

a partnership composed of Ross D. Roberts,
Charles £. Koch and Jack Cartwright

and acknowledged that t hey executed the same
as __their free act and deed.

IN WITNESS WHERZOF, I have her

eunte set my nand and affixed my official
day and year in thls certificate above written.

, /
V/@/,{/? . A oy

4 NotarysPedlic




EXHIBIT "A" - Attached to and made a part of Farmout Contract dated June 8, 1973,
betwean CITIES SERVICE OIL COMPANY and ROBERTS, KOCH AND CARTWRIGHT.

SCHEDULE OF OIL AND GAS LEASES

LEASE NUMBER: 1-07%6-3014363 (File 3014363)
SERIAL HUMBER: uM 10570

ORR RESERVED: KY

DATE: Hovember 1, 1969

LESSOR: The United States of America
LESSER: Cities Serviece 011l Company

EECORDING DATA: October 20, 1969, at 10:00 A.M, in the
0ffica of the Bureau of Land Managemant,
Santa Fe, New Maxico

DESCRIPTION: SWg, SWg SE¢ of Section 4, Township 20
South, Range 21 East, ¥MPM, Eddy County,
Hew Maxieco, containing a total of 200.00

acres.
LEASE NUMBER: 1-07X6-3014364 (File 3014364)
SERTAL NUMBER: MM 12543
ORR RESERVED: 3z
DATE 3 HAovember 1, 1970
LESSOR: : The United States of America
LESSEE: Cities Service 0il Company

RECORDING DATA: May 14, 1973, at 11:35 A.M. ia Book 100,
Page 553 of tha Miscellaneoua Records of
Eddy County, Hew Mexico

DESCRIPTION: WEX, W4 Nk, SY of Section 9, Wy SWx of
Section 10, Nwk, Nl SW, Wi SB%, S SBk
of Saction 15, Tosmship 20 South, Ranga
21 East, NMPM, Eddy Cowmty, Haw Mexico,
coutaining a total of 1000.00 acres.

LRASE WUMBER: 1-07X6-3014382 (¥ile 3014382)

SERIAL NUMBER: M 9798

ORR RESERVED: % 4

DATE: July 1, 196%

LESS0n: The United States of America

LESSER: Cities Sarvice 0il Cowmpany
DBSCRIPTION: NE of Section 23, lLots I, 2, 3, &4, Wi

EM, W4 of Section 24, Township 20 South,
Range 21 East, NMPM, Eddy County, Hew
Maxico, containing a total of 792,00
acrea, moxra or leas.

LEASE NUMBER: 1-07X6~-3014410 (Fila 3014410)

SER1AL NUMBER: NX 833

ORR BESZRVED: 52

DATR: Decsmber 1, 1366

LESSOR: The United Statas of America

LES8ER: Cities 3ervice 011l Company

DESCRIPTION: Nbg, 3Wz of Section 21, NWxg of Section 22,

Township 20 South, Range 21 Zast, NMNPM,
Eddy County, New Maxico, contaiaing a
total of 640,00 acras,
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LEASE RUMBER:
STATE LEASE HO,.:
DATR s

1LESSOR:

LESSZE:

nxsex;rrm:

1-07X6-3014496 (File 3014496)

1LG-0176

¥ay 1, 1972

Stata of New Maxico

Cities Servige 01)l Company

May 4, 1973, at 2:05 P.M. in Book 93,
Page 934 of the Miscellansmous Records of
Eddy County, lNew laxico

8k Wy of Section 9, econtaining 80.00 acres;
SWg NE, SWx SWg of Section 15, containing
80.00 acres; all in Towmship 20 South, Rangs
21 Rast, Eddy County, New Maxico, containing
a total of 160.00 acres.



EXHIBIT "3" - Attached to and madae a part of Farmout Contract dated June 8, 1973,
batween CITIES SERVICE 011 COMPANY and ROBERYS, XOCH AND CARTWRIGHT.

ASSIGNMENT OF OPERATING RIGHTS

INCY ALL MEN BY THESE PRESENTS that CITIES SERVICE OIL COMPANY, 2 Dela-
vays corporation, whoss address is P, O, Box 300, Tulsa, Oklahoma 74192, herein
called "Assigner,” in comnsideration of Ten Dollars ($10.00) and cther valuabla
considerations paid, does hersby grant, convey, sell, assign end transfer uto

ROBERTS, KOCH AND CARYTWRIGHT, a partnership composed of Ross D. Roberts, Charles E.
Koch and Jack Cartwright, whose address is 205 Building of the Southwest, Midland,
Texas 79701, hexein called "Assignee,”

operating rights from the surface down to and ineluding, dbut not below, the depth
of fest (depth to be inserted in accoxrdance with the contract to which this
Exhibit is attached) under the hereinafter described lands, to-wit:

(Leases and lands to be inserted to be in accordance with
that certain Farmout Contract to which this Exhibit is attachad)

1. There is excepted and reserved from the leases and lands assigned
herein all rights granted by said leases delow the depth to which this Assignment
is made, togethar with the xight to drill wells for and produce and market any
and all minerals appearing in said lands below said depth and an overriding roy-
alty of 28.47213% of one-sixtesnth of sight-aighths {1718 of 8/8) of all eiil,
casinghead gas, gas, condensats and/or distillate and other minerals produced
from the lands assigned herein under said lsases, with the xight to convert the
overxiding royalty of 28.47213% of ocne-sixteenth of eight-eighths (1/16 of 8/8)
to a net 14.236063% working interest,

2. {(a) Within sixty (60) days after the completion of a producing well
on the lands covered haredby or on a spacing umit which inecludes auy of the said
lands, Assignea shall furnish Assignor with an itemized statement of the cost of
drilling, testing, completing and equipping such well, together with an iaventory
of the cost of operations and the quantities and qualities of oil, casinghead gas,
gas, condensats and/or distillate and other minerals produced from such wall, to-
gether with the swmowmat of proceeds from the sale of such production in the pre-
cading month, such reports, together with a complete wall record shall be furnished
Assignor, Cities Service 0il Company, P. O. Box 300, Tulaa, Oklahoms 74102, Atten—
tion: Property Sarvices Msnager, Production Divisiom,

(b) Assignes shall immediately notify Asasignor when tha value of all
oll, casinghead gas, gas, distiilats and/or condensate and other minerals preduced
and saved from each such well {together with tha processed value, if any, of such
production and the procseds from the sala of any material and equipment from said
wall) less the Lassor's royalty and Assignor’s overriding royalty, equals one hun-
dred percent (100Z) of the total cost snd expense of drilling, testing, completing
and equipping the said well (including one humdred percent (100X) of the cost of
operations ineurrsd up te the time such value equals the total cost). Tha notice
provided for hersin shall be given to Assignor to ths attention of Manager, Land
Dapartment, Cities Service O0il Company, P. O. Box 300, Tulsa, Oklahoma 74102, and
to the Property Services Manager, Productiom Division, and Assignor shall hava the
separats option as to aamch such well, to be exsreised within thirty (30) days from
racaipt of said notice, either to convert its overriding royalty to a ona-half (1/2)
working interest ox retain its overriding royalty.

(e) 1f Assignor converts o a one-half (1/2) working interest, As-
signee shall aseign to Assignor an undivided one-half (1/2) intersst in the oper-
ating rights under laasas herein assizned insofar as said leases cowver lands within
the spacing wnit for such well, together with a proportionate one-half (1/2) inter-
ast (2 net 14,236065%) in the said well and material and equipment therein and
therson; and such sssignment to Assignor shall bs free and clear of liens and en-
cumbrances and Assignor shall release its overriding royalty to such lamds. The
effective date of Assignor's acquisition of a working interest and the ralease of
its overriding royality shall be tha date that the value of production from said
well equals the total cost of said well as provided in Paragraph 2. (b) hereof.
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(For the purpose of computing the day in which the valune of production equals
said total cost, the overriding royalty payable to Assignor and the working in-
tarest income, together with all costs and expenses shall be calculated on a
daily basis for the actual wonth in wvhich the said valua equals the said total
cost. Said costs and sxpenses, including the overriding royalty paysbla to As-
signor and/or the working interest income, shall be apportioned om a daily basis
for said month and Assignes shall adjuet costs, expenses and revanue to the day

3. Tha overridiang royalty hersin excepted and reserved by Assignor is
in addition to tha royalty payabla te Lassors under tha terms of the leases hexein
assigned and is alse in addirion to any other royalty, overriding royalty or pay-
meut out of production to which said leases may be burdemed,

"(THN YOLLOWING PARACRAPH TO BE INSERTED IV YEE LEASE
ASSIGNED HEREIN IS A VEDERAL LEASE)

"It is agreed that the obligation to pay any overriding royalty eor pay-
ments out of production of oil created herein, which, when added to overriding roy-
alties or payments out of production previcusly craated and to ths royalty payable
to the United States, aggregate in excess of sevanteen and one-half percent (17%X),
shall be suspended when the zverage productioa of oil per well per day averaged on
the monthly basis is 15 darrels or less.”

4., Each extension of the leass or lasases coversd hareby, in whole or
in psrt, shall maintain and continue in effect the rights and Interests reserved
by Assignor in each leass 30 extended and in tha land covered theredy.

Should a renewal or new laase or leases covering the land described
or referrad to in this Assigament, or a part of or interest in said land, or a
part of or intarest in such a laase, be acquired by Assignea, or by a third party
wholly or partly for Assignee or Assiznee's benefit, within ten (10) ysars from
the dats of expiration ef the primary term of the lsase covered heredy, or from
the date of the sxpirartion of ths primary term of the lease covered haersby having
the latest such date, if more than one lease is coversd hereby, the rights and
intarests herein reserved by Assignor shall attach and apply to sach such renewal
or new lease, the lands described tharsein and the estate created thereby with the
sams result snd effect as such ressrved rights and interests attach and apply to
the lesase or leases assignad hersby, the land deserided or refarred to hersin and
tha estates created by such assignsd lesse or lsases.

5. Assignor and Assignes sach covenant and agree that it shall not
crsats any lisn, sncumbrance oy other burden upon the interest of the other party
in the said laasa,

6. Assignor and Assignee shall cooinrntc in the filing of all necessary
reports or other information as may be rsquired by any governmantal asgency with
respect to said lease.

7. This Assigoment is made subject to the provisions and conditions of
that certain Farmout Contract dated June 3, 1373, between the said Assignor and the
said Assigznee.

3. Assignee shsll drill all wells necessary to protact said leases from
drainage through offset wells to said lesses., In the event Assignee fails to com-
ply with the exprass or implisd covenants and conditions of said lesases, Assignee
shall, at Assignoz's optiom, reassign the acreage remaining wmdrillad to Assignor,
retaining around sach producing well, if any, the lands attridbutad to such well
wnder suy valid well spacing rule or rsgulation of any governmental authority or
attributed o such well for allowabla purposes by any governmental authority.

9. 1f Assignee should decide to abandon any lsasa covered hersby or al-
low such lease £o terminats for failure to develop same or for any other reason,
Assignes shall notify Assignor in writing forty-five (45) days prior to the inten-
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dad effective date of such abandonment or termination and Assignor 1s granted the
option, to be exercised within tem (10) days after the receipt of notice in writ-
ing of such purpose, to reacquire the rights assigned to Assignee hereunder free
and clsar of liens and encumbrances together with the material in and around the
wall then on gaid land end necessary in the operation of said well at a price egual
to the reasonable salvage value of said materials, if any,

10. As to esch and svery well that Assignee drills on the lands described
herein, or on lands within a pooled unit that includes any lands described herein,
Assignee shall notify Assignor in writing of the following items:

{(a) The exaet legal deseription of the locatiem,

(b) Ths date actual drilling is commenced,

{e) The total dspth drilled.

{d) The date of completiom,

(o) Whether completed as a producer of oil and/or gas or
as a2 dxy hole.

{#} The date any production commences.

(z) The date any well is shut~-in.

(h) The date and smount of payment of any shut-in royalty,

Such written notice shall be given to Assignor within five (5) days aftar the occur-
rence of each of said items,

11, Assignes shall furnish fres of cost to Assignor any and all wall and
geological information as is provided in Paragraph 2. of tha hareinabove refaerred
to contract.

12. Should Assignes commence any such well which will be drilling over thes
and of the primary tarm of aany lease described harein, Assignee shall give Assignor
written notice of such drilling at least ten {10) days prior to tha end of such pri-
DBAry term.

13, Assignor reserves and is hersby granted a lien upon said leases harein
assigned and all equipment placed on tha lands described herein and Assignee's shara
of 21l minerals produced therefrom to securs the performance of the conditions and
covenants herein on the part of Assignee and to seeurs the payment of any damages
aceruing to Assignor by reason of any braach of said conditions and covenants. This
Assignment is expressly conditioned upon the faithful performance by the Assignes of
all the conditions and covenants hersin on its part to be performed.

14, Unless otherwise exprassly provided for herein, any motice to be given
pursuant to this Assignment by Assignse shall be given to Assignor to the attention
of Manager of Land Departmant, Cities Service 0il Company, P. O. Box X0, Tulsa,
Oklahoma 74102,

15. In the event Assignee deasires to sell all or any part of its interest
in said leases, Assignor shall have a prefarsantial right to purchase the same. 1In
such event, Assignee shall promptly communicate in writing to Assignor the offer
receaived by it from a purchaser ready, able, and willing to purchasa the same, to-
gather with the name and address of such prospective purchaser, and Assignor shall
thersupon have an option for a period of ten (10) days after receipt by said Manager
of 3aid notice to purchass Assignee's intarsst at the price offered by the prospec-
tive purchaser, HNo assignssat hersunder shall ba recognized umtil Assignor has been
furnished with a copy of tha recorded instrument.

16. Assignor reserves the option, o be axerciszed from time to zime and
as often as desired, of purchasing all of the Assiznee’s intersst in the oil, zas,
casinghead gas snd othey minerals produced from and/or allocated to tha lands
coversd by this Assignment; for oil at the posted markat price offered by responsi-~
b5le purchasers in the fiald on tha date of each delivery; for gzas at the price pras~
vailing in tha field at the time or times of the exercise of this option; and for
casinghead gas st the sverags prevailing price being paid by responsible purchasers
in the fiald.
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TO HAVE AND TO EOLD the same unto the said Assignea, its successors and
assigns, according to the terms and conditions of said leases, the said Aasignee to
perforn all of such conditioms and covenants thereof as to the portion of lands
herein assigned, dut subjsct however to the provisions and conditions of said eon~
tract hereinbefors mantioned. This Assigoment is made without varraaty of title
sither sxpress or implied. ,

The ressyvations herein made and the provisions and covenants contained
herein shall attach to and ywn with the lesse or leases assigned and the land here-
in dsseribed or refarwyed to and shall ds binding upou and inure to the benefit of
Assignor and Assignee snd their respective suceessors and assigns.

N WITHESS WHEREOY, the said CITIES SERVICE OIL COMPANY, as Assignor, has
exscutad this instrumsnt this day of s 19 .

CITIES SERVICR OIL COMPANY

By (AM EXHIBIT ~ NOT FOR SIGNATURE)
Attornay~in-Fact

{ADD ACKNOWLEDGMENT)



IXHIBIT "C" - Attached to and made a part of FParmout Contract dated June 8, 1973,
between CITIBS SERVICE OIL COMPANY and ROBERTS, KOCH AND CARTWRIGHT.

ASSIGNMENT OF OPERATING RIGHTS

KON ALL MEN BY THESE PRESENTS that CITIRS SERVICE OIL COMPANY, a Dela-
vars corporation, whose address is P. O, Box 300, Tulsa, Oklshoma 74102, herain
called "Assignor,” in consideration of Tea Dollarxs ($10.00) and other valuable
considerations paid, does hereby grant, convey, sell, assign and transfer umto

ROBERTS, KOCH AND CARIWRIGHY, a partnarship composed of Ross D. Roberts, Charles E.
Xoch and Jack Cartwright, vhose address is 205 Building of the Scuthwest, Midland,
Taxas 79701, hersin callead "Assignee,"

an undivided one~half (1/2) of its interest in operating rights from the surface
down to and inelnding, but not below, the depth of feet (depth to be in-
serted in accordance with the contraet to which this Exhibit is attached) under
the hereinaftar described lande, to-wit:

(lLeases and lands teo be inserted to be in accordance with
that certain Farmout Contract to which this Exhibit is attached)

1. There is axcepted and reserved from tha leasas and lands assigned
hersain all rights granted by said leases below the depth to which this Assignment
is made, together with tha right to drill wells for and produce and market any
and all minerals sppearing in said lands below said depth.

2. Each axtension of tha lasase or lesases covered hareby, in whola or
in part, ahall maintain and continue in effect the rights and intarests reserved
by Assignor in esach lsase 20 extended and Iin the land coverwd thereby.

Should a renawal or new lsase or lesses covering the land deseridbad
or referred to in this Assignment, or a part of or interest in said land, or a
part of or interest in such a lease, be acquired dy Assignese, or by a third party
wholly or partly for Assignes or Assignee’s benefit, within tem (10) years from
the date of expiration of the primary term of the laase coversd heredby, or from
the date of ths expirartion of the primary term of the leass coverad hereby having
the latsst sueh date, 1f more than one lsase is coversd hereby, the rights and
interests herein rsserved by Assignor shall attach and apply to each such renewal
or new lease, the lands described tharein and the estate crsated thereby with the
same Tesult and effect as such reserved rights and interests attach and apply to
tha leasa or leases assigned heredy, the land descrided or refsxred to herein and
the estatss craatsd by such assigned leass or leases.

3. Assignor and Assignes sach covenant and agree that it shall not
creata any lien, encumbrance or other burden upon the intarest of the other party
in the said lsass.

4. Assignor and Assignee shall cooperats in the filing of all necessary
reports or other information as may be required by any governmental agency with
regpect to said leass,

5. This Assignment is made subject to the provisions and conditions of
that certain Farmout Contract dated June 8, 1373, between tha said Assignor and the
said Assigneas,

6. In tha svent Assignea desires to sell all or any part of its intarest
in said leases, Assignor shall have a praferential right to purchase the szme. In
such event, Assignee shall promptly commmmicata In writing to Assignor the offar
received by it from a purchaser ready, able, and willing to purchase the same, to-
gather with the name and address of such prospectivs purchaser, and Assignor shall
thereupon have an option for a period of ten (10) days aftar receipt by said Manager
of said notice to purchasa Assignee’s interest at the prica offered by the prospee-
tive purchasar. No assignment hersunder shall be recognized umtil Assignor has deem
furnished with a copy of ths recorded instrumemt.
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7. Assignor reserves tha optiom, to be exercised from tima to time and
as often as desired, of purchasing all of the Assignee’s interest in the oil, gas,
casinghead gas end other minerals produced from and/or allocated to tha lands
covered by this Assignment; for oil at the posted market price offered by responsi-
ble purchasers in the fiald on the date of each delivery; for gas at the price pre~
vailing in the f£1isld st the time or times of the exarcise of this option; and for
casinghead gas at the averages prevailing price being paid by responsible purchasars
in the field.

. 70 HAYE AND TO HOLD the same unto the aaid Assignee, is successors and
assigns, accoxding to the texrms and conditions of asaid leases, the said Assignee to
perform ail of such econditions and covensuts thereof as to the portica of lands
hevsin assigned, but subjest however to the provisions and conditions of said con-
tract hersinbefore mentioned, This Assigoment is made without warranty of title
eithar express ox implied. - - ,

The resarvations harein made snd the provisions and covenants contained
harvein shall attach to and rus with the leasse or leases assigned and the land hare-
in deseribed or refarred to aud shall be binding upon and inuve to the bemefit of
Assignor and Assignee and theix respective suceessors and assigns,

IN WITHESS WHEREOY, the said CITIES SERVICE OIL COMPANY, as Assignor, has
axacutad this instrwsent this day of s 19 .

CITIES SERVICE OIL COMPANY

By (AN EXHIBI? - NOT FOR SIGNATURR)™
Attornay~in-Fact

(ADD ACKNOWLEDGHMENT)
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Roberls, Hoch éi?gzaﬁw¢€zéf
205 Building of the Southwest
MIDLAND, TEXAS 79701
A/C 915 — 633 — 6231
RCSS O. ROBERTS - ENGINEER

CHARLES 5. KOCH - LANDMAN
JACK C, CARTWRIGHT - GEOLOGIST May 28, 1973

Re: Deer Canyon Unit Agresement
T-20-35, R~-21-E
Eddy County, New Mexico

To: All Royalty Owners
Deer Canyon Unit Axea

Ladi=s, Gentlemen:

On behalf of Roberts, Koch & Cartwright of Midland, Texas,

I am enclosing to each of you owning a royalty interest orx

production payvment, one copy of the Unit Agreemsnt and ten

copies of Consent and Ratification forms to the Unit Agrese-
nent. ’

As can b2 not=d from Section 9 of the Agresement, Roberts,
Koch and Cartwright provose to drill, or cause to be drilled, .
a well to a depth sufficient to penetrate the upper Missisg—
ippian formation (Barnett Shale) at a depth of around 8700
eet. This test will be located in the vicinity of the
common corner of sections 10, 11, 14 and 15.

Exnibit "A" is a plat of the area, and Exhibit "B* is a
schadule of the lands and leases within the area. Your in-
terest will appear on Exhibit “B*. The form of Unit Agree-
ment is prascribed by Federal Regulations and cannot bas chang-~
ed. Thousands of acres have been unitizesd under this form in
all the Rocky Mountain-Public Domain States, and as a general
rule the royalty cwners find no objection.

The U. S. Geological Survev also requires that all owners'of
any interest in the Unit Area be contacted and their joinder
in the Unit regquested.

For the information of those of vou not familiar with Units
T
&

Z
h
of this nature, (Federal Exploratory) might add that a gresat
majority of all the deeper wildcats in South=zast New Mexico

- Y
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are drilled on units of one form or another, and thsre ars
several of these Exploratory units now producing in South-
east New Mexico. Due to increassd drilling costs and deeper
depths penetratad, units of this exploratory type are becoming
more and more necessary and it is doubtful if the Initial Test
Wwell mentioned 2bove can be drilled without unitization.

As 2 result, we-hersby request your. joinder in the:Unit.
Agreement and hereby request that you execute all ten covies
of the Consent and Ratification form before a Notary Public;
keeping the Unit Agreement and one copy of the Consant for
your file and returning nine executed Consents in the envelope
provided.

Both husband and wife must sign even though Exhibit "B" shows
the name of only one party. If you ars not married, please
state your marital status in the acknowledgment, i.e., a single
person, a widow, or widower, etc. Thank you, and we will
aporaciate your execution and return of the Consents as soon

as possible. The well is scheduled to be drilling prior td
Ocktober 31, 1973. If you havs any guestions, please feel free
to call collect. ‘

Yours very truly,

ROBERTS, KCCH & CARTWRIGHT

Charles E. Xoch
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MIDLAND, TEXAS 79700

AIC 915 ~ 583 — 231

RO58 D. ROBIRTS - EMNCINEER
CH~RLZ3 KOCH - LANDMAN
JACK C. CARTWRIGHT - GEOLOGIST

Juna 2

To: All Royalty Cwners
De2er Canyon Unit Area

On ¥ay 28, 1973 we
abovs

recsa wved the executad Consents.

these instruments please advise:

to receive them in the very nea

1, 1973

Yours very tru

Unit Agreemant
Ratification Form

mailed you a lettar in regard to tha
together with ten copies of Consant and Ra
rorm to be signed before a Notary Public ana ni
returned to us. To date we have -

tification
ne copies

not heard from you nor
If you did T receiva
7 otherwise, we will expsact
r future.
l
ROBERTS, KOCIH & CARTHRIGHT
o

e 3y 3% ORR
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P AL LS e S (N
~ 205 Building of the Southwest -
MIDLAND, TEXAS 79701
A/C 915 ~ 683 — 6231
RTSS O. RO3ERTS - ENGINEER
CHARLEZS =, KOCH - LANDMAN
JACK C. CARTWRIGHT - GEOLOGIST August 2, 1973
To: All Rovalty Cwnars
Deser Canyon ar=a
R2:  Dear
Con
\_\J Edd”

On May 28,
above with ten copi
to be signed before Notary Public and

Canyon Unit Agreemant
sant & Ratification Form
County,

New Maxico

1973 we mailed you a letter in regard to the
2s of Consent and Ratification Form

nine ccpies returned.

To Zate we have not received these exocutod Consents and
it is very important that they bs returned at tha earliest
possible date so that all our paper work be completed and
th2 well begun. We did send a follow up letter to you on
June 21, 1973 and reczived raturn receipt from vou.
Yours very truly,
ROBERTS, KOCH & CARTWRIGHT
™
L Rl
v
//'p//c/{‘g/é / [(“""(—{‘i/\"‘
unarlus 2. Xoch
CZiswe
Tract 13 - Marurice W.. Grundy 3% ORR
t
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MIDLAND, TEXAS

bR

Re: De2=r Canvon Unlt Agr=z=ment
T-20-3, R~-21-Z
Bddy County, New Maxico

To: All Royalty Cwners
2zr Canvon Unit Axrea

On v=2half of Roperts, Xoch & Cartwrignt of Midliand, Texas.

I am enclosing to each of you owning a royalty interest or

production payment, ones copy of the Unit Agreemsnt and ten

copizs of Consent and Ratification forms to the Unit Agraae-
ment. '

As can b2 notad from Section 9 of the Agresment, Robarts,
Koch and Cartwright provose to drill, or cause to be drilled, .

a well to a depth sufficient to pesnetrate the upper Missisg-
ippian formation (Barnett Shale) at a depth of around 8700
feat. This test will be located in the vicinityv of the
common corner of secticns 10, 1i, 14 and 15.

i
%)
F
U
H

it "A" is a plat of the a
schadule of th=2 lands and 1 3 within e area. Your in-

t will appear on Exnhibit *B*. The form of Unit aAgres-
ment is prescribed »y Fedsral Regulations and cannot be chang~
ed.  Thousands of acres have beaen unitized under this form in
all the Rocky Mountain-Public Domain States, and as a general
rule the royalty owners find no objection.

ea, and Exnhibit *B*® is a
=
eald

The U. S. G=ological Survev also raquiress that all owners of
any interest in the Unit Area bz contacted and their joinder
in the Unit requestead.

Tor the information of those of vou not familiar with Units

of this nature, {(Federal Exploratorv) I might add that a gresat
majoritzy of all the dessper wildcats in 3outh=ast MNew Mexico
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MIDLAND, TEXAS 79731
- \fC 913 — 653 — 621
RZRTS - ENGINZER ) e
. KOCH - LANDMAN . S :
QTWRIGHT - STOLOCIST. Juns 21, 1873 : s
Ta. A1 Rovalty Owne2rs
Daar Canyecn unit Area
Re: Dser Canvon ¥nii 3Agresmant
Consent & Ratification Form
Eddy County, New Mexico .~ -
On May 28, 1973 we mailed you 2 letter in regard to tha
above together with ten copies of Conssnt and Ratification
Form to ba signed before a MNotary Public and nins copies

returned to us. To date we have nat heard from vou nor
received the executed Consents. If vou did nct recaivs
+these instruments please adviss; otharwise, we will expact
to raceive them in the very near future. T

ARTHRIGED

CoKzwe - )
Tract %14 - 3an 8. Brooks % ORR
i
RECZIPT FOR CERTIFIED MAIL—33¢ (plus postags)
SINT TS Pgs.o?raz‘ i
___Mr., RBen_ _S. Brooks : |
STREET AND 213, P
od p.‘ 0. Box 1971 6/21/73 N
™| JALZ 230 23 LoD . , . o
o Oklahoms City, Oklahoma 73101 |
e T SO FON XSOTITANAL FIS T {
N :E:u?:‘r - VH P —"vln _r«fi‘;azf:t ...:..." égi i .
1N ;;;\;ans 2. Shows ty wiom, 23ta and wnae: dolivarsd |
= THIRY S atra Fem saguiredt }
FZ b DR eid ’%‘l-"'.b {Sew othe '.-'/’
RH TR *GFO:13M 0.4

i

- . : 4

SENDZER: Ba sura i5 Foilow insirietians on othar sida
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{Addisionel cacres raquired [3r thase yerniem)
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Racaivad tha numbhared nriizla daseribed halow
SIGHATURZ CR ") AT OF JODRESSEE {2y alnrery oo Mllecl )
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