
PACIFIC ENTERPRISES OIL COMPANY (USA) 
SOUTHWEST REGION 

November 7 , 1989 200 N. lorame. #400 
' - P.Ov6qx 3083 

Midland TX 79702-3083 
(915)684-3861 
(91 5) 684-6426 (Fax) 

Exxon Company, USA 
615 West Missouri 
Midland, Texas 79701 

A t t e n t i o n : Land Department 

RE: Farmout Request 
Section 16 
T-17-South, R-31-East 
Eddy County, New Mexico 

Gentlemen: 

Please be advised t h a t our f i l e s i n d i c a t e t h a t Exxon Company 
USA c u r r e n t l y owns a leasehold i n t e r e s t i n and t o those c e r t a i n 
lands l o c a t e d w i t h i n the red o u t l i n e i d e n t i f i e d on E x h i b i t "A" 
attached hereto below 4500'. F u r t h e r , P a c i f i c Enterprises O i l 
Company (USA) i s i n t e r e s t e d i n d r i l l i n g a w e l l i n the referenced 
area and hereby reguests a Farmout o f your leasehold i n t e r e s t s 
covering s a i d lands i d e n t i f i e d on s a i d E x h i b i t "A" on the f o l l o w i n g 
general terms: 

1. W i t h i n 180 days o f t h e f i n a l execution o f a 
formal c o n t r a c t , PEOC would commence or cause t o 
be commenced the d r i l l i n g o f an i n i t i a l t e s t 
w e l l a t a l e g a l l o c a t i o n i n t h e SE/4 o f Section 
16, T-17-South, R-31-East, Eddy County, New 
Mexico. Said i n i t i a l t e s t w e l l would be d r i l l e d 
t o a depth of approximately 12,100' or t o a 
depth s u f f i c i e n t t o t e s t t h e Morrow Formation, 
whichever i s the l e s s e r depth. 

2. Upon e s t a b l i s h i n g p r o d u c t i o n i n commercial 
q u a n t i t i e s , PEOC would earn an assignment o f a l l 
your r i g h t , t i t l e and i n t e r e s t i n and t o t h a t 
p o r t i o n of your leasehold i n t e r e s t s covering the 
lands i d e n t i f i e d on s a i d E x h i b i t "A" t h a t are 
included w i t h i n the p r o r a t i o n u n i t a p p l i c a b l e t o 
such i n i t i a l t e s t w e l l . Said assignment would 
be l i m i t e d i n depth from the surface or the 
shallowest depth a p p l i c a b l e t o your i n t e r e s t 
down t o 100 f e e t below t h e t o t a l depth d r i l l e d 
and would reserve an o v e r r i d i n g r o y a l t y i n t e r e s t 
t o you i n an amount being equal t o the 
d i f f e r e n c e between a l l e x i s t i n g leasehold 
burdens and 20%. 
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3. At payout, on a w e l l by w e l l b a s i s , Exxon 
Company USA would have th e o p t i o n t o convert the 
a f o r e s a i d o v e r r i d i n g r o y a l t y i n t e r e s t unto a 2 5% 
working i n t e r e s t . 

4. Upon d r i l l i n g and completing t h e i n i t i a l t e s t 
w e l l e i t h e r as a dry hole o r a w e l l capable of 
producing i n commercial q u a n t i t i e s , PEOC would 
have the r i g h t t o d r i l l a d d i t i o n a l w e l l s on the 
lands subject t o t h e Farmout Agreement not 
pre v i o u s l y earned, by not a l l o w i n g more than 180 
days t o lapse between t h e completion o f one (1) 
w e l l and the commencement o f operations f o r 
d r i l l i n g on the next succeeding w e l l . The 
earning o f an assignment f o r t h e d r i l l i n g of any 
subsequent w e l l s h a l l be on the same basis as 
the i n i t i a l t e s t w e l l . 

5. The af o r e s a i d o v e r r i d i n g r o y a l t y i n t e r e s t and 
converted working i n t e r e s t would be su b j e c t t o 
pro p o r t i o n a t e r e d u c t i o n . 

We appreciate the o p p o r t u n i t y t o submit t h i s proposal t o you 
and hope t h a t you consider same on a fa v o r a b l e basis. I f said 
proposal described h e r e i n i s acceptable, please so i n d i c a t e by 
si g n i n g below i n the space i n d i c a t e d and r e t u r n one (1) f u l l y 
executed d u p l i c a t e o r i g i n a l of t h i s l e t t e r t o the undersigned. 
Should you have any questions or problems concerning t h i s matter, 
please do not h e s i t a t e i n c o n t a c t i n g me. 

Very t r u l y yours, 

PACIFIC ENTERPRISES 
OIL COMPANY, OJSA) 

M. Craig Clark 
Landman 

ACCEPTED AND AGREED TO 
t h i s day of 1989 . 

EXXON COMPANY USA 

By: 



..24 !?,,.< :.«i2« t*18 JS. /y^W-'-»\ 

f » u siy.„3 . ' I j I I Jr » 

' V 4 * 1 ^ - . - •« 
1 H#*f* | »«-»tiow L-UC'I)«,F-* 

. J- 1 M< KinUn 

Jr2): f ' 8 " .(Ail .rd , 
• ^ ^9< T I A 7 f " • . ( S o n OH* 

— S£ 
I , - . - » < ^ - -?? • >» 

''BURNHAM (GRBG-SA) 
ANADARKO (OPER.) J 

a 7. i 

UNIT] 

t ^ i l 0,1 | V — , 
( T ^ l y n W t W t . , N a s h W i n d f o k r 

7V/f;\ " * " " T ^ " ; „^ B r ! .7 . - J * 

N - — " ^ t i l l l i r ' " " ' ; J o t t t . l t 

T o l l I I N w t h . l r V i n d f o h r G . 

iTn»» •*» . V . A o l l 

OPER 

f l a l 

d f . t > r l 
•n .c to l 

: K « i n . 

, H o n d o O C G 

) , i J r ( S i n c l a i r ) 

* Ol»«.n ' 

7 

Ch«r» a n ) 

1 j , f n v o W 

. . r e n . 1 * « « « « « * , ° « 

RNET "OUT" ., 1,3 . W 1 8 - — L -
5 « K k > i r . „ , J J • » t 

TOSOOO T -rl ( i . f t ( U i r ) B I J I J i 

-r 

TTT. ???....» r. J ' \ f . ; > '.-ST-

A n o d o r k © 

^ 1 ! I « 

MondoOf.G • 

X 1 

( S i n c l a i r } 

. !«• • • • " * 
I l l l l l " 

6 

10 Ol 

H o n d o l f c j . f c . W I B ^ » S ' - + S " . , . , ) ' Sw." . 

• ' ( S i n c l a i r ) , , ' 1 * ' . / * f t - » • • » ' 

:'.#r 

| t v * * * » * r t R . w e « T o i t 

• H I M • . » , > t , 

" A " n 

» " <o'o T t „ 

Jtik$tn 

^ • 10IUI 

K o i h Winrff •h r i Br •wn 

- 8 " 

mYBURQ-JACKSON UNfT] 

v r T i c ( ' t . ^ . 

i n:- LO-s«es • 

l<t S ' • ' I 

f t i n n e c e 
, C n . l l. 

, I A l k « d 
f a i r t j e c k s i n . C t ~ m 

l ) « l t l , r _ _ J i -1 -
" B " | « « n r o 

' . . i n . , t Ivmtr 

3<«y 
t o s l l J n d O . I ' 

TO 4 5 0 0 ^ 3 

^ A l p t O i l ' J ' . « ) 

* S : 6 v ' - f t t ( " 

| 8 c l " 0 ^ * h ^ r t o l 

H B P - J 

12 

• 5 J " ! . ' ( S i - c l . . r ) 

J « c « " I - » J.0.W • 
»l»«r»n>i5».">J . . . . . . 
C U i < fr.#M . . . . . . 

• 1 

f r / l i J ( t r i m 7*44 

- - - - 3 0 - - -
H^ .do 

( S i n c l o . ^ " 

r r" l<1. 
T/A- 17 

loJo S.IC f/. i 

6" 

2 S t o y t r ^ ^ 
A. TO J 4 Z 7 0 < C l | ' l 3 -

• 

Hondo Of.C ° 

J. J . J-

17 ' S . n c l o i r ) 

• 8 -

tin i'SIH .SIMM VJiJi 

H o n d o O C f G 
( S i n c l a i r . 

9 " " * . 

+n .r-< .<f 
T » 1 7 0 * T t H O O 

. . .gntr. 
_ rf* l ^ t l l o o / 

loixri/j /loot/-
*<«/ 

, - • i 'cSttf 
5 1 « ^ « " 

fqHrJZL'lZ i H * . • 

furnir 

• S > ^twm~r^ - t r # J f ' s - . ' s " ! I * i . i » i ' rfi f " " " " ! I » « 1 s . s i * f " ' * 

^ K f f i r u * r*".'.(!rr| ^ t o f v t ^ j j ^ " 0 9 ' 5 0 1 «302,r; (,« , 0 5 6 3 0 1 f i,« 
-,prV!.- ' * " » d « ' " K » . . I 7 u . l , . . . . ,. ,S«rv.CVR, ^ " ' ^ l 7 , y # r > * | # r t 

( S l n t l . i r ) 

i l l l l l 

W H o n d o 

X . , 
( S i n c l a i r ) 

*** . 
j ' 4 l 7Srf* 

s u m 

• 9.5. ° 

, J 9 

Hondo O t . G 
(S inc la i r ) 

„ 0 H 4 U 
O *R~ • 

T0 3 » « 

111717 * 

„ .Serv.CVB, rf,; 

^ r.orcr 

_M rf/tJAJ# J U I J f i 7 ' J » 5 i J . , ' 

" ! C H o n d o O f . G 
( S i n c l a i r ) 

_ • • 1 _l 
K f n n - i X t S l D l l « o r t h 0 t . 6 | 1 ' * * * 

O i l I B l t J I O I 

^ «! .1 . ~Jcvrr, 

1 » » » i • ' - * : » - « 

f l o n d o V i K i n c l 
( S i n c l o i r ) - < r « n * t r f . 

I l l l l l 

10 

11 41 ' « . T I > » « 7 i » ' 

> 1 » 

U t r t i y 

- l ! _ > , . 

H o n d o j 
i l ( S i n c L l r ) 

«<-. " n - . - i o • • j 

U S^nTr 2 0 79 „ 

. " ; t " • ' * 
III«« 

I 1 u i l 

18 O l W 
m i l 

Ci ' - P I 

i S i n . i o i r j ' T t 

J H ) l i . « > " " V l 

u 29 ii 

flr*«nfrTal.jljrrlr. r o i l l . 
T o?7^< 

31-
f 4 « J « r t « ) f n q . n h i H o r q * * 

r A i u t d - f t d K 9 F 

. ' W e * " D r < p 5 ' — ^ 

I / ^ v ' . £ n r o n +1 
' ^ ' l H f Y o r r 5 ' / j 

r , / o s r l o n d U , , J - - , „ I ^ f g ^ f - ^ « « f ^ . c 

i j ' - . / f fW. r ' . 

U n i o n 

0 3 3 4 J 0 2 

V -^J " ' r t ) . € r n - o n 

H.E. YoT«s OfcOlS 

Lfct-'»»i 
Wii'-^V 

t i t Scr-> 

L t j t r . 

€ o . l l f l - ^ l 

^ ' 5<«n7 o 

^' 'co , >— 

. . (A«c'oT"~' ^ I r . 7 i 
. J » . r l i o n o I 

"v A»re r^d o i» i .«o .7 • ' 

t o . . . . ; • " « • • 

'ARca-rtu ' _ c , 
Conodion m t U 

K t n w o o d . r t o l l 0 S 5 . i o i ' ' 

H H P B n ^ s t j f 

' jUi» i t /^V j * 

* . l / l </.ls. ^ r f -
* r n o c o t V W - V 

/ SHUGART 
I (ON.S0.) UNIT \ 

^PEN A SCOW PERU 

_IJ0 « S 7 

T c n a c o 
H t f 

|POWERl_33 
GRAYBURG F£0 UN/71 
EASTLAND OIL i 

I (0P£RlT-X>\-r ::v 

A r c o I 
f U l T . ! " ) . • . ( A p c o ) 

t . o S S 

• v i / ' o r - A T / ( C o n - K e n - . > V T 

At '™rf» 

i t 

(OO) 

% . 0 I 
0 3 

<*5«» * 
• 27— ;»"-'r 

0 7 0 . . 3 

70 I 
r v * I - f « . -

34 Vol > 

Sunro-jM C ' P t * 
r 0 i 7 < + HBP 
TO . 1 * | J 7 S « 

4 
o 5 i * * ' - M. t .y . i . i . , M. 

'Hondo-fe<T 

i i - U T w J I l M A n - C O I -

m . l <*—11 f . d . I 

- t . J . L t d b c t t e 

- BP 

A t OpOT 

AfopQ5 

M o ro I ho fi 

M6P 
07-5 3 6 6 

o t i e s : 

f A t o p o i l 

c ~ "05»*M J ~ tv«) <n*.M 

1 ' l l H I 1 ,"' 

-14-

4 4 * 

m i l l I 

I l l l l l 

.«> IDo? ,» , ,| 

- .... V " «">r 

G r H u 4 Q 

. 1 0 T O I « 

0 7 0 1 0 1 

«.I.Wh,!•>!..< 

I . . n r f . r . f ^4 l 

ii u n 

Y o t r i ' 
P r i | 

Wl-»rf7 

' M a r a l o , I n c . 
| 0 7 . 0 0 1 

I 35 

N A ( £.H H u t f i * - < 

1 O 4 4 I 0 1 

A m o c o l 

P e o n r o t ) | 
M a r a t h o n , t t a ( i 

H I T 

A t o p o r i 

H i x J t o n r r : 

H u d f o n 

e e 8 1 ' ' U m o c o ! 
- ~ - C H o ^ « y t 

- I t 
"ju«9u."/if 2 State" 

>t>lt ' U M - J f 

0 « » C 7 4 2 o x 

' I I " - / 
So Ron I 


