
State cf N e w AAextco TELEPHONE 
505-827-2748 

! I 

sstoner cf lutkc Lands 
June 19, 1974 A L E X J . A R M I J O P . O . BOX 1 1 4 8 

SANTA F E , NEW MEXICO COMMISSIONER 

REGISTERED MAIL 

Roberts, Kock, & Cartweight 
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 i s to o f f i c i a l l y n o t i f y you that the Deer Canyon Unit Agreement 
has been terminated by the Commissioner of Public Lands, e f f e c t i v e as of 
May 29, 1974, which i s the date your second test w e l l was to be commenced. 

Please n o t i f y a l l interested parties of t h i s action. 

Very t r u l y yours, 

RAY D. GRAHAM, Director 
O i l and Gas Department 

AJA/RDG/s 

cc: USGS-Roswell, New Mexico 
OCC- Santa Fe, New Mexico 
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State, of NewA/lextco 

X J . A R M I J O 

EMISSION ER 

Commissioner of RiUic Lands 

P . O . BOX 1 148 

SANTA F E , NEW MEXICO 

itofeert«, Koch & Certvrighe 
205 Bui idling ©f the fieethweet 
HLdlaad* Texas 79701 

Mi am CANTOS oris 
mm €0t2SK¥» HHW i U K i 

ATmmmt Dr. Charlea 1. Xoch 

The CendLMionsr of Public LamJ* km thia £et« approved yo*$r 
Caaywi ©ttttt &My Oeutty, Mm m*tcet subject to life* approve* 

by tha Halted States Geological Survey. 

l&elasee ere five <5) Cert i fleet es of Approval. 

thi» approval le eelug gives with the unaeretendlng that Tract 
oae ( I ) , Federal, le aet betas eomamee to the wait. 

Fleas* advise thi* office *i**a the United stetes Geologioal 
S»e* approved thle «nlt so that m saey flaleh pseeeeele* the wilt en4 
aaeerteia tbe effective det©. 

'Sery truly your*, 

«a*l. 
cc: 

ia* I?. GSAHAM, Director 
Oil end Gee Department 

USCS-Soaweil, Nev Metis* . 
Fe, Sew Mmkm*^ 
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O I L C O N S E R V A T I O N C O M M I S S I O N 

STATE OF NEW MEXICO 
P. 0 BOX 2088 SANTA FE 

87501 

i q " ! 3 

I . R. TRUJILLO 
CHAIRMAN 

LAND COMMISSIONER 

ALEX J ARMIJO 

MEMBER 

STATU GEOLOGIST 

A L PORTER, JR 
SECRETARY DIRECTOR 

- i r . u a t o n K e l l a h i n 
K e l l a h i n i*. f o x 
i U t o r n o / s a t Lav. 
Post O f f i c e Box 1769 
Santa .:, New M e x i c o 

Re: CASE NO._ 

ORDER NO. 

5 Ob 5 

K - 4 6 3 4 

A p p l i c a n t : 

R o b e r t s , Koch & C a r t w r i q h t 

Dear S i r : 

Enclosed here w i t h are two copies of the above-referenced 
Commission order r e c e n t l y entered i n the subject case. 

Very t r u l y yours, 

A. u. PORTER, J r . 
Sec r e t a r y - D i r e c t o r 

ALP/ir 

Copy of order also sent t o : 

Hobbs OCC x 
A r t e s i a OCC x 

Aztec OCC 

Other U n i t D i v i s i o n - State Land O f f i c e 
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Kmi KERR-MCGEE'CORPORATION 
KERR-McGEE CENTER • OKLAHOMA CITY, OKLAHOMA 73102 

August 27, 1973 

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

?.e: Deer Canyon Unit 
Eddy County, New Mexico 

Gentlemen: 

Kerr-McGee Corporation does not choose to p a r t i c i p a t e i n the 
Deer Creek Unit which you are i n the process of forming. We do not 
believe that our d i s i n c l i n a t i o n to pa r t i c i p a t e w i l l lessen your 
chances of obtaining u n i t approval by the U. S. Geological Survey. 

We w i l l be supporting your unit well with a dry hole contribution 
and we wish you success i n th i s venture. 

Very t r u l y yours, 

KERR-McGEE CORPORATION 

JPR:cb 
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August 1, 1973 

Petroleum, I n c . . 
500 Colorado State Bank B u i l d i n g 
Denver, Colorado 80202 

Gentlemen: 

Reference i s made t o your l e t t e r agreement o f March 27, 
19 73, t o Roberts, Koch & C a r t w r i g h t p e r t a i n i n g t o lands i n 
Sections 1, 3, 4 and 10, Township 20 South, Range 21 East, 
Eddy County, New Mexico. I t i s the purpose of t h i s l e t t e r 
t o c o n d i t i o n a l l y accept such agreement, s u b j e c t t o m o d i f i c a 
t i o n s as f o l l o w s : 

1. Paragraph 1 i s amended t o s t a t e as f o l l o w s : 

" 1 . Farmee must commence or cause t o be commenced 
a c t u a l l d r i l l i n g of a t e s t w e l l t o be l o c a t e d i n t h e 
NW/4 Section 14, Township 20 South, Range 21 East, 
Eddy County, New Mexico, i n accordance w i t h the pro
v i s i o n s o f the Unit Agreement f o r the Deer Canyon U n i t 
and U n i t Operating Agreement f o r such u n i t , s a i d w e l l 
t o be commenced not l a t e r than October 30, 1973. Said 
w e l l i s t o be d r i l l e d a t Farmee's sole c o s t , r i s k and 
expense." 

2. Paragraph 6 i s amended t o s t a t e as f o l l o w s : 

"6. By the performance of the covenants and con
d i t i o n s o f t h i s farmout c o n t r a c t and upon compliance 
w i t h Section 5.1 o f the Uni t Operating Agreement, 
Roberts, Koch & C a r t w r i g h t s h a l l earn and be e n t i t l e d 
t o the assignment from Petroleum, I n c . as s e t f o r t h i n 
Section 5.1 o f the Unit Operating Agreement. 

3. Paragraph 7 i s amended t o s t a t e as f o l l o w s : 

"7. The assignment t o be d e l i v e r e d by Farmor s h a l l be 
s u b j e c t t o a l l of the terms and p r o v i s i o n s of the Deer 

' Canyon Unit Operating Agreement and Deer Canyon U n i t 
Agreement." 
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4. Farmee s h a l l have the r i g h t t o assign a l l o r any p a r t 
of i t s i n t e r e s t hereunder t o N a t u r a l Gas Pipe Line Company o f 
America and H i l l i a r d O i l & Gas, Inc. and s h a l l n o t i f y Farmor o f 
such assignment. Such p a r t i e s s h a l l assume t h e i r p r o p o r t i o n a t e 
p a r t of the burdens and o b l i g a t i o n s of t h i s agreement. 

5. Farmee s h a l l not be l i a b l e i n damages f o r f a i l u r e t o 
d r i l l the w e l l provided f o r i n t h i s agreement and i n t h e U n i t 
Operating Agreement, the sole p e n a l t y t h e r e f o r being t h e l o s s 
o f r i g h t s as p r e s c r i b e d i n t h i s farmout c o n t r a c t t o earn acreage. 

6. The r i g h t s o f Farmor under the U n i t Agreement and 
Unit Operating Agreement f o r the Deer Canyon U n i t as t o acreage 
owned by Aztec O i l & Gas Company, C i t i e s Service O i l Company and 
Union O i l Company of C a l i f o r n i a s h a l l be s u b j e c t t o farmout 
agreements from s a i d p a r t i e s which Farmee s h a l l make a good 
f a i t h e f f o r t t o s a t i s f y . 

The f o r e g o i n g changes are necessary t o conform t o the Deer 
Canyon U n i t Operating Agreement and we w i l l be happy t o discuss 
them w i t h you. I f you agree t o the f o r e g o i n g , please so i n d i c a t e 
by your s i g n a t u r e below, whereupon your agreement o f March 27, 
19 7 3 s h a l l be deemed amended a c c o r d i n g l y . 

Very t r u l y yours, 

ROBERTS, KOCH & CARTWRIGHT 

Agreed: 

PETROLEUM, INC. 



205 Building of the Southwest 

MIDLAND, TEXAS 79701 

A/C 9 IS - 6S3 - 62 3! 

R O S S D. R O B E R T S - E N G I N E E R 
C H A R L E S E. K O C H - L A N D M A N 
J A C K C. C A R T W R I G H T - G E O L O G I S T March 27, 1963 

Roberts, Koch & C a r t w r i g h t 
205 B u i l d i n g o f Southwest 
Midland, Texas 79701 

A t t e n t i o n : Mr. Charles Koch 

Re: NM-22-S, N2'!0452514 
Eddy County , New Mexico 

Gent lemen: 

Upon acceptance by you, t h i s l e t t e r w i l l c o n s t i t u t e an agree
ment between Roberts, Koch & C a r t w r i g h t , h e r e i n a f t e r c a l l e d 
"Farmee", and Petroleum, I n c . , h e r e i n a f t e r c a l l e d "Farmor", 
w i t h r e s p e c t t o t h e matters h e r e i n contained. 

1. W i t h i n s i x months a f t e r approval o f the Deer Canyon U n i t , 
Farmee must commence or cause t o be commenced t h e a c t u a l d r i l l 
i n g o f a t e s t w e l l t o be l o c a t e d i n the C/3v7% o f S e ction 11, 
Township 20 South, Range 21 East, Eddy County, New Mexico, b u t 
i n no case w i l l the t e s t be commenced l a t e r than October 30, 
1973. T h i s t e s t w i l l be d i l i g e n t l y d r i l l e d i n a good and work
manlike manner and d r i l l i n g w i l l continue u n t i l , i r r e s p e c t i v e 
o f encountering p r o d u c t i o n of o i l and/or gas, s a i d w e l l has 
been d r i l l e d t o a depth s u f f i c i e n t t o p e n e t r a t e t h e upper Miss
i s s i p p i a n ( B a r n e t t Shale) fo r m a t i o n or t o a depth o f 9,500 f e e t , 
whichever i s l e s s e r . Said t e s t w e l l i s t o be d r i l l e d a t Farmee's 
sol e r i s k and expense. 

2. Time i s o f t h e essence o f t h i s agreement and Farmee 1s f a i l 
ure, f o r any cause, t o comply w i t h a l l o f i t s o b l i g a t i o n s here
i n c r e a t e d s h a l l r e l i e v e Farmor of any and a l l o b l i g a t i o n s 
h e r e i n imposed upon i t . Untimely compliance s h a l l have the 
same e f f e c t as noncompliance. 

3. The agents and r e p r e s e n t a t i v e s o f Farmor s h a i l have f r e e 
and convenient access t o the l o c a t i o n , w e l l and d e r r i c k f l o o r 
c u r i n g tha d r i l l i n g o f s a i d w e l l at a l l times f o r t h e purpose 
o f w i t n e s s i n g the progress of the o r i l l i n g o f s a i d w e l l , and 
s h a l l be given a l l i n f o r m a t i o n r e g a r d i n g c u t t i n g s , cores, d r i l l -
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Roberts, Koch & C a r t w r i g h t 
Page 2 
March 27, 197 3 

i n g depths and any o t h e r i n f o r m a t i o n they d e s i r e . 

4. During t h e course o f the d r i l l i n g of s a i d w e l l , t h e r e s h a l l 
be f u r n i s h e d f r e e o f cost t o the Farmor: 

a. D a i l y comprehensive d r i l l i n g r e p o r t s o f the progress 
o f s a i d w e l l , s a i d r e p o r t t o be given by telephone by 
11:00 a.m. (MST). 

b. Two approved copies of a l l n o t i c e s t o and from govern
mental agencies both before and a f t e r the d r i l l i n g o f t h e 
w e l l , i n c l u d i n g a survey p l a t showing the exact l o c a t i o n 
o f s a i d w e l l , t o g e t h e r w i t h the ground e l e v a t i o n . 

c. A l l i n f o r m a t i o n i n connection w i t h or obtained from 
the d r i l l i n g o f s a i d w e l l , i n c l u d i n g but not l i m i t e d t o 
any surveys o f the hole however made. 

d. Upon completion of the d r i l l i n g o f the w e l l , e l e c t r i c a l 
w e l l l o g surveys, and ether surveys, s h a l l be made at Farmee's 
expense and two (2) f i e l d p r i n t s d e l i v e r e d t o Farmor as 
f o l l o w s : 

(1) I n d u c t i o n - E l e c t r i c Survey or Dual I n d u c t i o n L a t e r o l o g 
from t o t a l depth t o base o f the surface casing. 

(2) Compensated Formation Density Log or o t h e r adequate 
p o r o s i t y devices. 

e. Upon completion o f the w a l l , as h e r e i n p r o v i d e d , four 
(4) c e r t i f i e d copies of the g e o l o g i s t ' s r e p o r t , f o u r copies 
o f each e l e c t r i c a l l o g survey, a l l o t h e r surveys and t e s t s , 
and a l s o f o u r c e r t i f i e d copies of the o f f i c i a l p l u g g i n g 
r e c o r d , i f s a i d w e l l should be dry, s h a l l be f u r n i s h e d 
our o f f i c e . I f s a i d w e l l i s completed as a producing 
w e l l , Farmor s h a l l be f u r n i s h e d d a i l y p r o d u c t i o n r e p o r t s 
f o r a p e r i o d o f t h i r t y (30) days from completion date. 

A l l n o t i c e s , data, r e p o r t s , sample, copies and i n f o r m a t i o n t o 
be f u r n i s h e d hereunder s h a l l , unless otherwise s p e c i f i c a l l y 
h e r e i n p r o v i d e d , be given, - a i l e d or d e l i v e r e d t o : 



Bob Cowdery 
Petroleum, I n c . 
500 Colorado Stata 3ank Bldg. 
Denver, Colorado 80202 

or h i s designated r e p r e s e n t a t i v e a t t h e same address. 

5. I t i s the express purpose o f d r i l l i n g the s a i d t e s t -well 
t o t e s t adequately and p r o p e r l y a i l p r o s p e c t i v e o i l or gas bear
i n g zones or h o r i z o n s , and Farmee agrees t o t e s t adequately a l l 
such zones o r h o r i z o n s , i n c l u d i n g the d r i l l s t e m t e s t i n g o f any 
zone or h o r i z o n i n d i c a t e d from i n f o r m a t i o n o b t a i n e d i n connection 
w i t h t he d r i l l i n g o f the w e l l t o be p o s s i b l e producing zones or 
h o r i z o n s . Advance n o t i f i c a t i o n s h a l i be given o f Farmee's i n t e n 
t i o n t o core or d r i l l s t e m t e s t any zone. I n the event Farmee 
should unexpectedly encounter showings o f o i l or gas , Farmee agrees 
t o n o t i f y Farmor a t once so t h a t Farmor may have an o p p o r t u n i t y 
t o have such showings i n v e s t i g a t e d by Farmor's r e p r e s e n t a t i v e 
or waive such r i g h t . 

6. When and o n l y i f the Farmee has t i m e l y and f u l l y complied 
w i t h a l l o f i t s o b l i g a t i o n s hereunder, i n c l u d i n g t h e d r i l l i n g 
o f a t e s t v / e l l i n the manner s p e c i f i e d , Farmor s h a l l assign t o 
Farmee an u n d i v i d e d t w o - t h i r d s (2/3) i n t e r e s t , upon request, w i t h 
out w a r r a n t y o f t i t l e , express or i m p l i e d , i n t h e f o l l o w i n g lands: 

Township 20 South, Range 21 East J 

Lots 10, 11 SVdiNWJs, S\h, and W%SE Se c t i o n I 
Sh S e c t i o n 3 
SW^NE^, ShWnk, N^SE^, S£%SE%, S e c t i o n 4 

Ê SW%, SE% Section 10, 

i t being understood t h a t t h i s t w o - t h i r d s ( 2 / 3 ) , as w e l l as the 
un d i v i d e d o n e - t h i r d ( 1 / 3 ) , r e t a i n e d by t h e Farmor i n the above 
described l a n d s h a l l be inc l u d e d i n the Deer Canyon U n i t and 
w i l l p a r t i c i p a t e i n the u n i t on a l l t e s t s d r i l l e d , o t h e r than 
the i n i t i a l t e s t w e l l or any s u b s t i t u t e f o r the t e s t w e l l t o the 
e x t e n t o f the percentage r e l a t i o n s h i p t h a t the acres i n v o l v e d 
i n those i n t e r e s t s bear t o the acreage i n v o l v e d i n the u n i t as 
a whole. 

Phone: 303-893-9921 
A f t e r hours and week, 
ends, 
Phone: 303-233-5413 
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Roberts, Koch & C a r t w r i g h t 
Page 4 
March 27, 1973 

I t i s f u r t h e r understood t h a t t he Farmor s h a l l r e c e i v e i t s p r o 
p o r t i o n a t e share o f a f i v e percent o f e i g h t - e i g h t s ( 5 % o f 8/8) 
o v e r r i d i n g r o y a l t y o f any hydrocarbons producted from t h e i n i t i a l 
t e s t w e l l . T h i s share w i l l be i n the same percentage r e l a t i o n 
s h i p t h a t t h e 1,481.37 acres i n v o l v e d i n the farmout bears t o 
the 9,860.45 acres p a r t i c i p a t i n g i n the u n i t . A f t e r t h e Farmee 
has recovered 100% o f the cost o f d r i l l i n g , completing and 
o p e r a t i n g the i n i t i a l t e s t w e l l , then t h i s 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 ^ ^ 7 i l l be c o n v e r t i b l e by the Farmor t o a working i n t e r e s t 
on t h e b a s i s o f o n e - t h i r d o f t h e percentage r e l a t i o n s h i p between 
t h e 1,481.37 acres i n v l o v e d i n t h i s farmout and the 9,860.45 
acres p a r t i c i p a t i n g i n the u n i t . E f f e c t i v e date o f t h e a s s i g n 
ment o f the working i n t e r e s t s h a l l be 7:00 a.m. on the f i r s t day 
o f the month f o l l o w i n g t he month i n which Farmee has recovered 
t h e above-described c o s t s . 

7. I t i s f u r t h e r agreed t h a t a l l t e s t w e l l s d r i l l e d on t h e 
acreage s u b j e c t t o t h e u n i t s h a l l be d r i l l e d and operated under 
the terms o f a m u t u a l l y agreeable o p e r a t i n g agreement. 

8. From and a f t e r the execution o f t h i s agreement, an cT u n t i l 
such time as Farmee has l o s t a l l r i g h t s under t h i s agreement, o r 
a l t e r n a t i v e l y o b t a i n e d the r i g h t t o assignment, Farmee agrees, 
b i n d s and o b l i g a t e s i t s e l f t o p r o t e c t , indemnify and save Farmor 
w h o l l y harmless from any and a l l l o s s , c o s t , c l a i m , demand, exp
ense, damages, l i a b i l i t i e s , s u i t s , a c t i o n s , judgments and de
crees i n anywise growing out o f , a t t r i b u t a b l e t o o r r e s u l t i n g 
from your performance o f t h i s agreement. 

9. I t i s f u r t h e r agreed t h a t Farmee s h a i l be r e s p o n s i b l e f o r 
a l l c o s t s and expenses t h a t may a r i s e d i r e c t l y o r i n c i d e n t a l l y 
o u t o f Farmee's compliance w i t h t h i s agreement, t h a t t h i s agree
ment does not s e t up a p a r t n e r s h i p o r j o i n t venture between t h e 
p a r t i e s h e r e t o and t h a t the same i s personal i n t h e sense t h a t 
n e i t h e r t h i s agreement nor any o f Farmee's r i g h t s hereunder may, 
p r i o r t o Farmee's f u l f i l l m e n t o f i t s o b l i g a t i o n s hereunder, be 
assigned by Farmee t o any t h i r d p a r t y w i t h o u t the p r i o r consent 
o f Farmor t o such assignment, and any attempted assignment w i l l 
be n u l l and v o i d . Any assignment made by Farmee subsequent t o 
i t s completion o f i t s o b l i g a t i o n s hereunder s h a l l r e c i t e t h a t 
same i s made pursuant and su b j e c t to the terms and p r o v i s i o n s o f 
the l e t t e r agreement. 



( ( 

Roberts, Koch & C a r t w r i g h t 
Page 5 
March 27, 1373 

I t i s understood t h a t t h i s l e t t e r covers our e n t i r e agreement 
w i t h respect t o the matters h e r e i n contained, which agreement 
w i l l be n u l l and v o i d i f not accepted by you and such acceptance 
evidenced by r e t u r n i n g one accepted copy o f t h i s l e t t e r t o 
Petroleum, I n c . , 500 Colorado State Bank B u i l d i n g , Denver, 
Colorado 80202, w i t h i n ten (10) days from the date h e r e o f . 

Yours v e r y t r u l y , 

ROBERTS, KOCH & CARTWRIGHT 



September 4 , 19 7 3 

Petroleum, I nc. 
500 Colorado State Bank B u i l d i n g 
Denver, Colorado 80202 

C i t i e s Service O i l Company 
P. O. Box 300 
Tulsa, Oklahoma 74102 

Union O i l Company of C a l i f o r n i a 
P. O. Box 3100 
Midland. Texas 79 701 

Gentlemen: 

Reference i s made t o the Unit Operating Agreement f o r the 
Deer Canyon U n i t of Eddy County, Hew Mexico, and p a r t i c u l a r l y 
Section 5.6 d e a l i n g w i t h operations by less than a l l p a r t i e s . 
A l l of you, together w i t h Roberts, Koch & C a r t w r i g h t , as Operator, 
w i l l be p a r t i e s t o s a i d Unit Operating Agreement, t o g e t h e r w i t h 
Aztec O i l & Gas Company. 

Aztec O i l & Gas Company has i n d i c a t e d t h a t i t does not wish 
t o abide by the p r o v i s i o n s of Section 5.6 w i t h respect only t o 
the d r i l l i n g and completing of subsequent w e l l s . Rather, Aztec 
O i l & Gas Company desires t o have the o p t i o n i n the event t h a t i t 
e l e c t s not t o j o i n i n the d r i l l i n g or completing o f subsequent 
w e l l s t o convert i t s working i n t e r e s t as s p e c i f i e d i n Column 8 
of E x h i b i t "A" t o i t s p r o p o r t i o n a t e p a r t (3.85544%) of 5% o f 8/8 
o v e r r i d i n g r o y a l t y i n such w e l l and p r o r a t i o n u n i t surrounding the 
same, and Aztec would l i k e w i s e r e l i n q u i s h i t s working i n t e r e s t i n 
such w e l l and p r o r a t i o n u n i t . Then, a f t e r payout, t h a t i s , a t 
such time as the p a r t y c a r r y i n g the costs otherwise a t t r i b u t a b l e 
t o such i n t e r e s t out o f pro d u c t i o n from such i n t e r e s t , then Aztec 
O i l & Gas Company would have the r i g h t t o convert i t s o v e r r i d i n g 
r o y a l t y t o i t s working i n t e r e s t i n such w e l l and p r o r a t i o n u n i t . 



-2-

Roberts, Koch & C a r t w r i g h t agrees t h a t i f i t j o i n s i n the 
d r i l l i n g of a w e l l , i t s h a l l absorb the i n t e r e s t of Aztec O i l & 
Gas Company i f i t e l e c t s not t o j o i n i n such d r i l l i n g and be a 
non-consenting p a r t y so t h a t the e f f e c t o f f a i l u r e by Aztec O i l & 
Gas Company t o j o i n i n such operations would not a f f e c t your 
i n t e r e s t . However, should Roberts, Koch & Car t w r i g h t not j o i n 
i n such d r i l l i n g , i t i s understood t h a t the d r i l l i n g p a r t y would 
be s u b j e c t t o such r i g h t of Aztec O i l & Gas Company as set f o r t h 
above. 

The f o r e g o i n g would be a r i g h t o f Aztec O i l & Gas Company 
on a w e l l - t o - w e l l basis f o r the term of the o p e r a t i n g agreement. 

I f the f o r e g o i n g i s acceptable t o you, please so i n d i c a t e 
by your s i g n a t u r e below, whereupon t h i s l e t t e r s h a l l c o n s t i t u t e 
an amendment t o the U n i t Operating Agreement and s h a l l be b i n d i n g 
upon and in u r e t o the b e n e f i t of the p a r t i e s hereto, t h e i r r e 
s p e c t i v e h e i r s , l e g a l r e p r e s e n t a t i v e s , successors and assigns. 

This agreement may be executed i n counterpart by each o f 

you and s h a l l be b i n d i n g upon each p a r t y who signs the same-

Very t r u l y yours, 

ROBERTS, KOCH & CARTWRIGHT 

CITIES SERVICE OIL COMPANY 

By CL 

Wiley C. H i l l Attorney- in-Fact 

UNION O I L COMPANY OF C A L I F O R N I A 

By 



Roberts, Koch & C a r t w r i g h t agrees t h a t i f i t j o i n s i n the 
d r i l l i n g of a w e l l , i t s h a l l absorb the i n t e r e s t of Aztec O i l & 
Gas Company i f i t e l e c t s not t o j o i n i n such d r i l l i n g and be a 
non-consenting p a r t y so t h a t the e f f e c t of f a i l u r e by Aztec O i l & 
Gas Company t o j o i n i n such operations would not a f f e c t your 
i n t e r e s t . However, should Roberts, Koch & Ca r t w r i g h t not j o i n 
i n such d r i l l i n g , i t i s understood t h a t the d r i l l i n g p a r t y would 
be s u b j e c t t o such r i g h t of Aztec O i l & Gas Company as set f o r t h 
above. 

The f o r e g o i n g would be a r i g h t of Aztec O i l & Gas Company 
on a w e l l - t o - w e l l basis f o r the term of the o p e r a t i n g agreement. 

I f the f o r e g o i n g i s acceptable t o you, please so i n d i c a t e 
by your s i g n a t u r e below, whereupon t h i s l e t t e r s h a l l c o n s t i t u t e 
an amendment t o the U n i t Operating Agreement and s h a l l be b i n d i n g 
upon and in u r e t o the b e n e f i t o f the p a r t i e s hereto, t h e i r r e 
spe c t i v e h e i r s , l e g a l r e p r e s e n t a t i v e s , successors and assigns. 

This agreement may be executed i n counterpart by each o f 
you and s h a l l be b i n d i n g upon each p a r t y who signs the same. 

Very t r u l y yours, 

ROBERTS, KOCH & CARTWRIGHT 

CITIES SERVICE OIL COMPANY 

By 

UNION OIL COMPANY OF CALIFORNIA 

By 
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Roberts, Koch & C a r t w r i g h t agrees t h a t i f i t j o i n s i n the 
d r i l l i n g of a w e l l , i t s h a l l absorb the i n t e r e s t of Aztec O i l & 
Gas Company i f i t e l e c t s not t o j o i n i n such d r i l l i n g and be a 
non-consenting p a r t y so t h a t the e f f e c t o f f a i l u r e by Aztec O i l & 
Gas Company t o j o i n i n such operations would not a f f e c t your 
i n t e r e s t . However, should Roberts, Koch & C a r t w r i g h t n ot j o i n 
i n such d r i l l i n g , i t i s understood t h a t the d r i l l i n g p a r t y would 
be s u b j e c t t o such r i g h t of Aztec O i l & Gas Company as set f o r t h 
above. 

The f o r e g o i n g would be a r i g h t of Aztec O i l & Gas Company 
on a w e l l - t o - w e l l basis f o r the term of the o p e r a t i n g agreement. 

I f t he f o r e g o i n g i s acceptable t o you, please so i n d i c a t e 
by your s i g n a t u r e below, whereupon t h i s l e t t e r s h a l l c o n s t i t u t e 

upon and i n u r e t o the b e n e f i t o f the p a r t i e s h e r e t o , t h e i r r e 
spe c t i v e h e i r s , l e g a l r e p r e s e n t a t i v e s , successors and assigns. 

This agreement may be executed i n counterpart by each of 
you and s h a l l be b i n d i n g upon each p a r t y who signs the same. 

Very t r u l y yours, 

ROBERTS, KOCH & CARTWRIGHT 

Accepted: 

PETROLEUM, INC. 

By 

CITIES SERVICE OIL COMPANY 

By 

UNION OIL COMPANY OF CALIFORNIA 
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TELEPHONE 
505-827-2748 

imissioner cf R i t e Lands 
June 7, 1973 A L E X J . A R M I J O P . O . SOX 1 1 4 8 

SANTA F E , N E W MEXICO COMMISSIONER 

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 

Gentlemen: 

We have reviewed the re-submitted form of un i t agreement as w e l l 
as the Exhibits, and f i n d that they meet with the requirements of the 
Conmissioner of Public Lands, therefore, the Commissioner approves the 
proposed agreement f o r the Deer Canyon Unit as to form and content. 

Upon submitting t h i s u n i t for f i n a l approval the following are re
quired by t h i s o f f i c e : 

1. Two executed copies of Unit Agreement-one must be an o r i g i n a l 
2. One copy of Operating Agreement (executed) 
3. Two sets of a l l R a t i f i c a t i o n s from Lessees of Record and Working 

Int e r e s t Owners-one must be an o r i g i n a l 
4. Order of the O i l Conservation Commission 
5. F i l i n g Fee i n the amount of One Hundred Sixty ($160.00) Dollars. 

I n your f i n a l application we would l i k e f o r you to state a l l t r a c t s 
q u a l i f i e d and v e r i f i c a t i o n that the Working Inter e s t i n the q u a l i f i e d t r a c t s 
have been contacted and requested to j o i n . Also, state a l l t r a c t s committed 
and not committed to the u n i t . 

I f we may be of further service please advise. 

RAY D.« GRAHAM, Director 
O i l and Gas Department 

AJA/RDG/s 



August 21, 1973 

Hr. Ben S. Brooks 
915 Stanley 
Aramors, Oklahoma 73401 

f 
y 

Re; 

Dear 24r. Brooks: 

04C - Deer Canyon Unit Area 
Sddy County, Sew Haxico • 
Consent and Ratification Forms 

In accordance with our telephone conversation today I am 
enclose a copy of our l e t t e r to a l l Royalty Owners tog-ther 
with Unit Agreement and Tan copies of Consent as stated i i 
that l e t t e r . Z i 

Please l e t us hear from you at the e a r l i e s t possible dat~ 
as we are preparing to complete paper work on thi s unit and 
begin d r i l l i n g of a well. 

CSKswc 

Enclosures 

Yours very truly, 

ROBERTS, KOCH & CARTSfRIGBT "' 

Charles 2. Koch 
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August 1, 19 7 3 

Aztec O i l & Gas Company 
2000 F i r s t N a t i o n a l Bank B u i l d i n g 
D a l l a s , Texas 75202 

Gentlemen: 

This l e t t e r s h a l l c o n s t i t u t e c o n d i t i o n a l acceptance t o your 
farmout agreement of A p r i l 2, 1973 t o Roberts, Koch & C a r t w r i g h t 
p e r t a i n i n g t o State Lease L-522 covering Lots 1 through 8, S/2 N/2 
and S/2 Section 2, Township 20 South, Range 21 East, Eddy County, 
New Mexico. 

Our acceptance o f your farmout agreement i s subject t o and 
c o n d i t i o n e d upon the f o l l o w i n g changes: 

1. The i n i t i a l t e s t w e l l w i l l be at a l o c a t i o n i n the 
NW/4 Section 14, Township 20 South, Range 21 East, Eddy County, 
New Mexico. 

2. The second sentence of Paragraph 1 s h a l l be amended t o 
s t a t e : 

" I t i s f u r t h e r Aztec's understanding t h a t by executing the 
U n i t Agreement and U n i t Operating Agreement, Aztec w i l l 
t h e n c e f o r t h be e n t i t l e d t o i n t e r e s t s as s p e c i f i e d t h e r e i n 
s u b j e c t t o farmout agreements from C i t i e s Service O i l 
Company, Petroleum, I n c . and Union O i l Company of C a l i 
f o r n i a which Roberts s h a l l make a good f a i t h e f f o r t t o 
s a t i s f y . " 

3. Paragraph 2 on Page 2 i s amended t o s t a t e as f o l l o w s : 

" F i r s t Test Well: W i t h i n t h i r t y (304) days a f t e r t h e 
e f f e c t i v e date o f the proposed U n i t Agreement (not l a t e r 
than October 15, 1973), Roberts agrees t o commence a c t u a l 
d r i l l i n g o f the f i r s t t e s t w e l l on u n i t i z e d land a t a 
l o c a t i o n of Roberts' choice i n t h e NW/4 of s a i d Section 14, 
Township 20 South, Range 21 East." 
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-4-r- Paragraph 4—irs—amended—Lo read a s — l o l l u w b 

"Rights Earned: Roberts s h a l l be e n t i t l e d . t s ^ ^ S ^ n 
i n t e r e s t as p a r t i c u l a r l y set f o r t h i n S e c ^ t J ^ r ^ T l and 
5.2 of the U n i t Operating Agreement^fjsr^the Deer Canyon 
Unit w i t h r i g h t s of Aztec as s g t ^ f o r t h t h e r e i n . Addi
t i o n a l l y , i n the event t j j e ^ r i r s t t e s t w e l l i s a dry hole 
and the second t e s j t - ^ e l l i s not d r i l l e d under the terms 
o f the u n i t j s g r g r a t i n g agreement, Aztec w i l l assign t o 
Robert^-"1L/2 of Aztec's i n t e r e s t i n a l l of the u n i t i z e d 
Jr«na, s u b j e c t t o s a i d u n i t o p e r a t i n g agreement, down t o 
a depth o f 100—feet below t o t a l depth d r i l l e d . " 

• 5. 
dolotod-

/ 

I) 

Paragraph 5—of tho—farmout agreement s h a l l be deemed fcl 

6. -Inasmuch aa—the ownership and r i g h t s — t o be earned- are j-"^ 
- f u l l y - s - e t f o r t h i n A r t i c l e s — 5 . 1 and 5 . 2—of tho Unit -Operating— 
Agreement-, Sections 6 C, D, E and F o f the farmout agreement 
s h a l l be deemed de l e t e d . 

7. Roberts s h a l l have the r i g h t t o assign a l l or any p o r t i o n 
of i t s i n t e r e s t a cquired from Aztec t o N a t u r a l Gas Pipe Line 
Company o f America and H i l l i a r d O i l & Gas, Inc. 

8. Roberts s h a l l not be l i a b l e i n damages f o r f a i l u r e t o 
d r i l l the i n i t i a l t e s t w e l l or second t e s t w e l l , the sole penalty 
t h e r e f o r being the loss of r i g h t t o earn acreage of Aztec as 
set f o r t h i n the U n i t Operating Agreement. 

-At—such time 
pursuant t o the U n i t Opera t ing A j r n i 'iii'-Mi I ~ the p r o v i s i o n s o f the 

.4»Mtuu l a^eement s h a l l no longer a p p l y . ' 

10 . The f i r s t sentence o f Paragraph 2 o f E x h i b i t A s h a l l 
be amended t o s t a t e : "To adequately t e s t t o A z t e c ' s good f a i t h 
s a t i s f a c t i o n the o b j e c t i v e f o r m a t i o n t o determine whether i t i s 
capable o f p roduc ing o i l o r gas i n paying q u a n t i t i e s . " 

11. notwithstanding the provisions of said Unit Agreement or Unit Operating 
Agreement Aztec shall have available to i t as to each and every well d r i l l e d i n 
the Unit Area the option set out i n numbered paragraph 5 of said Farmout Agreement. 
In the event a second test wel l i s d r i l l e d pursuant to Section 5.6 of the Unit 
Operating Agreement i t shall as to Aztec's interest be deemed a well d r i l l e d under 
numbered paragraph 5 of said Farmout Agreement. "Wherever a working interest 
percentage is set out i n said Farmout Agreement with regard to Aztec's interest 
such percentage shall be deemed to be the applicable percentages i n Exhibit "A" 
to said Unit Operating Agreement. 
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I f the f o r e g o i n g changes are acceptable t o you, please so 
i n d i c a t e by your s i g n a t u r e hereinbelow, whereupon s a i d changes 
s h a l l be an amendment of the o r i g i n a l farmout agreement r e f e r r e d 
t o above, and s a i d farmout agreement s h a l l be deemed t o cover 
a l l 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 t r u l y yours, 

ROBERTS, KOCH & CARTWRIGHT 

Accepted: 

AZTEC OIL & GAS COMPANY 

rTTSST: 



STATE OF TEXAS ) 

COUNTY OF DALLAS ) 

BEFORE MS, the undersigned authority, on this day personally appeared 

KENNETH A. SWANSON, known to me to be the Vice President of AZTEC OIL & GAS 

COMPANY, who acknowledged to me that he executed the foregoing instrument for 

the purposes and consideration therein expressed on behalf of such company 

and i n the capacity therein expressed. 

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

1973. 

Notary Public in and for 
Dallas County, Texas 

My commission expires: 

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 i s 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 t h i s the 13th day of 

September , 1973-

Notary? Public i n and for 
Dallas County, Texas 

My Commission Expire?: 

6-1-75 
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THIS AGRSSi-ETIT, made and entered into this 2nd day of A p r i l , 1973, by and 

between AZTEC 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"), 

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 w i l l be submitted 

to the U.S.G.S. for approval; and 

WHEREAS, Roberts has proposed to d r i l l a Morrow Sand test to a depth of 

approximately Eight Thousand Seven Hundred Feet (8,700') and at a location 

i n the SW/U of Section 11 or the Wrf/k of Section I k , Township 20 South, Range 

21 East, Eddy County,. New Mexicoj and 

WHEREAS, Aztec owns an o i l and gas lease covering the following described 

land located i n Eddy County, New Mexico, to-wit: 

WHEREAS, Roberts has proposed that Aztec subscribe to the Unit Agreement 

above set f o r t h which agreement shall include a l l of Sections 1 through h, 

9 through l 6 , and 21 through 2k, a l l i n Township 20 South, Range 21 East and 

covering 10,620.^5 surface acres, herein defined as "unitized land"; and 

WHEREAS, Roberts has agreed to d r i l l the test well provided for i n the 

Unit Agreement and Aztec has agreed that Roberts may acquire a certain portion 

of Aztec's interest i n the unitized land by the d r i l l i n g of said well i n 

accordance with the terms and provisions hereinafter set f o r t h . 

NOW, THEREFORE, fo r and i n consideration of_the _mutual -covenants--and 

agreements herein contained, i t i s agreed by and between the parties as 

W I T N E S S E T H 

Township 20 South, Range 21 East 

containing 729-20 acres, more or l ess . 
(State o f New Mexico Lease L-6522) 
(Aztec Lease Number NM-897); and 



1. UNIT AGREEMENT: Roberts agrees to submit the f i n a l Unit Agreement 

to Aztec for execution and i n th i s connection, i t is understood that Exhibit 

"A" and "3" w i l l properly reflect the acreage subject to this Unit Agree

ment and w i l l be attached thereto. I t is further Aztec's understanding that 

by executing the Unit Agreement, Aztec w i l l thenceforth own a 7-3952% working 

interest i n the unitized land, which interest i s subject to the farmout 

provisions of th i s agreement. Although the term "unitized land" i s defined i n 

the Unit Agreement, i t contains no depth l i m i t a t i o n , nevertheless i t i s under

stood that t h i s farmout agreement does not apply to depths below 100' below 

the t o t a l depth d r i l l e d i n the f i r s t 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 d r i l l i n g of the f i r s t test well on 

unitized land at a location of Roberts' choice i n the SW/k of Section 11 or 

the mi/h of Section l h , Township 20 South, Range 21 East. 

3. OBLIGATION DEPTH: The f i r s t test well shall be d r i l l e d to test the 

Morrow Sand or to a t o t a l depth of Eight Thousand Seven Hundred Feet (8,700'), 

whichever occurs f i r s t . 

k. RIGHTS EARNED: In the event the f i r s t test well d r i l l e d hereunder 

i s completed as a producing well, at any depth, i n paying quantities and upon 

request within t h i r t y (30) days from completion, Aztec agrees to assign to 

Roberts the following interest i n unitized land as defined and set f o r t h i n 

the Unit Agreement: . . . . . . . ..' ' 

A. A l l of Aztec's 7-3952% working interest i n the proration unit surrounding 

said well with Aztec reserving a 5% overriding royalty (reduced to Aztec's working 

interest) and l i m i t i n g rights herein to 100' below t o t a l depth d r i l l e d i n said 

f i r s t test well. 

( l ) At such time as the income which Roberts receives from the sale 

of production from said well equals Roberts' cost of d r i l l i n g , completing, 

equipping, and operating said well (after deducting one-eighth (l/8) royalty 

and production taxes) then Aztec's reserved overriding royalty shall convert 

to a 3--97c% working interest. 

B. An undivided one-half (1/2) of Aztec's 7-3$52% working interest i h 

unitized land, excluding the proration unit described i n A. above and limited 
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to 100* below the t o t a l depth d r i l l e d i n the f i r s t test well. 

C. In the event the f i r s t test well is completed as a dry hole, Aztec 

w i l l assign to Roberts one-half (1/2) of Aztec's 7-3952% working interest i n 

the entire unitized land to a depth of 100' below the t o t a l depth d r i l l e d . 

5. SUBSEQUENT WELLS: Wells which may be d r i l l e d on unitized land 

subsequent to the f i r s t test well shall be d r i l l e d i n accordance with the 

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

upon at t h i s time, but which, among other things, w i l l contain a non-consent 

provision to the effect that Aztec shall have the option to convert i t s 3-6976% 

working interest to i t s pro rata share of a 5% overriding royalty as to the 

proration unit surrounding each well so d r i l l e d . This non-consent option 

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

A. After payout (as defined i n Paragraph k above), as to any well d r i l l e d 

herein, Aztec elects to retain an overriding royalty, such reserved overriding 

royalty shall convert to 3.6976% working interest i n and to the well and pro

ration unit. 

.6. MISCFJLANEOUS PROVISIONS: 

A. . The f i r s t test well d r i l l e d hereunder shall be d r i l l e d , logged, tested, 

and completed either as a producer or dry hole subject-to the following: 

•' ( l ) In the manner of a prudent operator. 

(2) Subject to the provisions of Exhibit "A" attached hereto. 

B. Any assignment to Roberts shall be without warranty of t i t l e either 

expressed or implied. • 

C. Aztec's working interest i n the unitized land shall not be subject to 

any lease burdens i n excess of a one-eighth (l/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 

a l l o i l , gas and other hydrocarbons produced, saved and marketed from or a t t r i 

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. 

( l ) At payout of each well, Roberts agrees to execute such instruments 

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

date of which shall be the f i r s t day of the month following the month i n which 
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-1 
payoui; occurs. Roberts agrees to place no additional burdens on the v< •ell 

or proration unit i n addition to the cae-eighth (i/S) royalty. 

Failure to d r i l l the f i r s t test v e i l as set f o r t h herein shall result 

i n the termination of this agreement forthwith, subject to Roberts' l i a b i l i t y -

for a l l accrued cost, r i s k and expense. 

G. Roberts agrees to hold Aztec harmless from any loss, cost, claim or 

l i a b i l i t y of every 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 p r i o r 

consent. 

I . Any c o n f l i c t between t h i s agreement and the Unit Agreement and/or 

Unit Operating Agreement shall be resolved i n favor of t h i s agreement. 

7. RETTTALS: I n 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 f o r 100% of the rental amount so paid. Aztec shall not be 

li a b l e f o r error i n such payment or nonpayment due to mistake or oversight. 

I t i s agreed that t h i s agreement shall be binding upon the parties hereto, 

t h e i r representatives, successors and assigns. 

TU WITNESS WHEREOF, the parties hereto have executed t h i s agreement as of 

the day and year f i r s t hereinabove written. 

ATTEST: AZTEC OH. & GAS COMPANY 

Secretary 
President 

ROBERTS, KOCH AND CARTWRIGHT 



EXHIBIT 

PROVISIONS APPLICABLE TO TEST WELLS 

The party d r i l l i n g any test well provided for i n the agreement to 
vhich 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 i t s obligations and cove
nants contained i n the agreement to which this Exhibit is attached and 
made a part: 

1. To conduct a l l operations i n accordance with approved and 
accepted practices prevailing in the f i e l d or area where the well is 
d r i l l e d . 

2. To adequately test to Aztec's satisfaction the objective for
mation to determine whether i t is capable of producing o i l or gas in 
paying quantities. Sfuch tests shall also be made with respect to a l l 
other formations i n which a show of o i l or gas is encountered. 

3. To accord Aztec the freedom of the derrick floor and f u l l and 
free access to the well and the records thereof at any and a l l times. 

A. To give Aztec reasonable notice and sufficient time to have a 
representative present before any testing, coring or logging of a pros
pective o i l or gas zone or the plugging of the well. Such notice bhall 
be given to: 
Mr. Ken Wood, Mr. Lester Duke, 
Aztec Oil & Gas Co., Aztec Oil & Gas Co., 
2000 First National Bank Bldg., P.O. Box 837, 
Dallas, Texas 75202 Hobbs, New Mexico 882^0 
Office: 7^1-1272 Res. 25^-8090 Off: EX 3-58¥+ Home: 397-1^09 

5. To advise Aztec, i n 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 d r i l l i n g report showing the nature of a l l work done 
and depth and formations penetrated, a i r mailed, telephone or 
telegraphed to Aztec at the above address daily beginning with 
the date actual work is commenced at the location and continuing 
u n t i l d r i l l i n g , logging and testing is completed, or, i f a dry 
hole, the well has been plugged and abandoned. 

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

(3) One copy of the d r i l l i n g time record. 

(4) Formation water samples shall be saved, i f 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, i n which case, one copy of the results 
of such analysis shall be provided Aztec. 

(5) Formation samples taken at intervals of 10' from surface casing 
to t o t a l depth or at less than 10' intervals as requested by Aztec. 
Such samples are to be saved at the well for Aztec. 

UPON COMPLETION OF THE TEST WELL 

(6) A complete ce r t i f i e d d r i l l e r ' s log and/or State Completion 
Report (well record and formation record). 

(7) The following electrical surveys shall be run i n the well: 
(a) From the bottom of the surface casing to tot a l depth: 

IES log 

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

Gamma Ray Sonic or Density log 



Two copies of the f i e l d p r i n t of each log run i n the well s h a l l be 
delivered as eoon ag available to Aztec's representative at the w e l l . 
Should such representative not be present when the log i s run, the f i e l d 
p r i n t copies s h a l l be a i r mailed, without delay, to. one copy each t o 
Mr. Ken Wood, Mr. Lester Duke, 
Aztec O i l & Gas Co. Aztec O i l & Gas Co., 
2000 F i r s t National Bank Bldg., P.O. Box 837, 
Dallas, Texas 75202 Hobbs, New Mexico 882^0 

Two copies of the f i n a l p r i n t of each log run i n the well shall be 
mailed promptly to Aztec. 

(8) C e r t i f i e d copy or photoprint of a l l well reports required by 
any governmental o f f i c e or body. 

(9) Two c e r t i f i e d copies of the plat of a licensed surveyor showing 
location of the well and i t s elevation. 

(10) Copy of survey to determine the deviation of the hole from the 
v e r t i c a l , i f one i s made, or i f 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 d r i l l i n g samples. 

(13) Two copies of any bottom-hole pressures taken. 

(14) One copy of any d i r e c t i o n a l survey (Eastman, etc.) i f run. 

(15) Two copies of d r i l l s t e m tests, i f taken. 

(16) Two copies of the completion f i n a l report prepared by the hydro 
carbon mud logging u n i t , i f such a u n i t i s employed. 

(17) Two copies of gas, o i l r a t i o tests, i f taken. 

(18) Two copies of reservoir f l u i d or gas analysis, i f samples are 
analyzed. 

(19) Two copies of open-flow potential and shut-in tests, i f gas 
w e l l . 

(20) I f a completion i s attempted, d a i l y reports covering a l l 
work performed, production gauges, pressure information and a l l 
other w e l l data s h a l l be mailed to Aztec at no greater intervals 
than once a week from the commencement of the completion attempt 
u n t i l two months following such completion, as determined by the 
date of f i l i n g of the completion report required by the appropriate 
state regulatory agency. 



STATE OF TEXAS ) 
) 

COUNTY OF DALLAS ) 

BEFORE ME, the -undersigned authority, on t h i s day personally appeared 

QUTLMAN B. DAVIS, known to me to he the President of AZTEC OIL & GAS COMPANY, 

who acknowledged to me that he executed the foregoing instrument for the 

purposes and consideration therein expressed on behalf of such company and 

i n the capacity therein expressed. 

Given under my hand and seal of office this the day of /tj\A<I. 

1973. 

Notary Public i n and for Dallas 
County, Texas Y-

My Commission Expires: 
6-1-73 • (}r.y'\ 

STATE OF TEXAS ) 
- ) 

COUNTY OF Midland ) ~ 

BEFORE ME, the undersigned authority, on th i s 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 i s subscribed t o the 

foregoing instrument and acknowledged to me that he executed the same f o r the ,•' ••/:•.<•.."' . 
purposes aud consideration therein expressed. 

Given under my hand and seal of office t h i s the Sth day of August 

1973;, ' 

,>* ' ,0 <;, 
Notary Public i n and f o r 

M i d l a n d , County, jKesraSfeaasar Texas 

My Commission Expires: 



•J 
M U ) i A N : J . i T X A i ? v : o i 

•\.C 'J i 5 - ft-,.5 - 623 i v A M 

C i t i ; 3 Service O i l Comp a 
P. 0. "Box 300 
Tula":, Oklahoma 74102 

Rei 04C — Deer Canyon C h i t 
Sddv Count-/, >7ew Mexico 

Reference i s made t o farmout c o n t r a c t o f June 8, 1973 from 
C i t i e s Service O i l Company t o Roberts, Koch & C a r t w r i g h t and 
amendatory l e t t e r o f August 1, 1973 p e r t a i n i n g t o s a i d farmout 
c o n t r a c t . 

I n a u d i t i o n t o the amendment provid e d f o r I n sa i d amendatory 
l e t t e r o f August 1, 1973, i t i s our understanding t h a t you* 
have r a i s e d t he q u e s t i o n as t o a p o s s i b l e c o n f l i c t i n the 
Deer Canyon Operating Agreement between A r t i c l e 3, s p e c i f i c a l l v 
S e c t i o n 3.3 and 3.5, r e l a t i n g t o v o t i n g procedure, and A r t i c l e 
5.5 r e l a t i n g t o the d r i l l i n g of w e l l s by less than a l l p a r t i e s . 

Please be assured t h a t i t i s our understanding and c o n s t r u c t i o n 
o f t h i s agreement t h a t A r t i c l e 5.6 w i l l , i n any event, govern 
and c o n t r o l t h e r e l a t i o n s h i p s o f the p a r t i e s as s p e c i f i e d there
i n and would be t h e c o n t r o l l i n g p r o v i s i o n i n the event o f non-
consent o p e r a t i o n s . 

I n e f f e c t , t h e r e f o r e , a d e c i s i o n by a m a j o r i t y under the v o t i n g 
procedure would not prevent a p a r t from p r e v a i l i n g under the 

Your 

ROBERTS, KOCH & CARTvJRIGHT 

Charles E. Koch 



' A-N, 

August 1, 19 7 3 

C i t i e s Service O i l Company 
P. 0. Box 300 
Tulsa, Oklahoma 74102 

Gentlemen: 

Reference i s made t o Farmout Contract of June 8, 19 7 3 from 
C i t i e s Service O i l Company to Roberts, Koch and C a r t w r i g h t . I t 
i s the purpose of t h i s l e t t e r t o c o n d i t i o n a l l y accept such 
farmout c o n t r a c t , s u b j e c t t o m o d i f i c a t i o n s as f o l l o w s : 

1. Paragraph 1(a) i s amended t o s t a t e as f o l l o w s : 

" 1 . (a) Operator agrees t o commence the a c t u a l 
d r i l l i n g o f a w e l l ( h e r e i n a f t e r r e f e r r e d t o as ' f i r s t 
w e l l ' ) f o r o i l o r gas w i t h i n t h i r t y (30) days from the 
e f f e c t i v e date of the Deer Canyon U n i t Agreement a t a 
l o c a t i o n on Section 14, Township 20 South, Range 21 
East, Eddy County, New Mexico, and t h e r e a f t e r d i l i g e n t l y 
and c o n t i n u o u s l y prosecute the d r i l l i n g o f the f i r s t 
w e l l i n a proper and workmanlike manner t o a depth s u f 
f i c i e n t t o penetrate the Upper M i s s i s s i p p i a n (Barnett 
Shale) Formation (provided, however, Operator s h a l l not 
i n any event be r e q u i r e d t o d r i l l s a i d w e l l t o a depth 
i n excess of 8700 f e e t ) or t o such l e s s e r depths w i t h 
p r o d u c t i o n i n paying q u a n t i t i e s (as d e f i n e d i n the Deer 
Canyon U n i t Agreement) and complete s a i d w e l l w i t h i n 
n i n e t y (90) days from date o f commencement. S u b s t i t u t e 
w e l l may be d r i l l e d i n l i e u o f the i n i t i a l w e l l as pro
v i d e d i n Section 5.1 o f the U n i t Operating Agreement 
f o r the Deer Canyon U n i t . " 

2. Paragraph 1(b) s h a l l be amended t o c o n t a i n the f o l l o w 
i n g p a r e n t h e t i c a l expression at the conclusion t h e r e o f : 

"(Provided, however, Unit Operator s h a l l not i n any event 
be r e q u i r e d t o d r i l l s a i d w e l l t o a depth i n excess of 
8700 f e e t . ) " 



3. Paragraph 1(c) s h a l i be amended to s t a t e as f o l l o w s : 

"By the performance of the covenants and c o n d i t i o n s 
of t h i s farmout c o n t r a c t and upon compliance w i t h Section 
5.1 of the u n i t o p e r a t i n g agreement, Roberts, Koch & Cart
w r i g h t s h a l l earn and be e n t i t l e d t o the i n t e r e s t as set 
f o r t h i n Section 5.1 of the u n i t o p e r a t i n g agreement." 

4. Paragraph 2(c) s h a l l be amended t o pro v i d e as f o l l o w s : 

" A l l f o r mations, s e c t i o n s , zones or other r e s e r v o i r s 
i n which the presence o f o i l or gas i s i n d i c a t e d s h a l l be 
thoroughly t e s t e d t o the good f a i t h s a t i s f a c t i o n o f C i t i e s 
and i t s r e p r e s e n t a t i v e by a reasonable amount o f c o r i n g , 
d r i l l stem t e s t s or through casing t e s t s , t o g e t h e r w i t h any 
othe r approved t e s t i n g methods and Operator s h a l l make a 
d i l i g e n t e f f o r t t o complete the s a i d w e l l as a commercial 
producer o f o i l and/or gas." 

5. Paragraph 2(d) s h a l l have the f o l l o w i n g sentence added 
t h e r e t o : 

"Provided, however, t h a t when the w e l l i s being d r i l l e d 
w i t h a i r or gas, the requirements o f t h i s Section 2(d) --
s h a l l not apply." 

6. Paragraph 2 (m) i s amended t o add the f o l l o w i n g 
sentence: 

"Operator s h a l l have the r i g h t t o f u r n i s h e q u i v a l e n t logs 
t o those set f o r t h above." 

7. Paragraph 2(p) s h a l l be amended t o s t a t e : 

" A l l c o r r e l a t i o n s and determinations of the requirements 
provided f o r i n t h i s Paragraph 2 s h a l l be made t o the 
good f a i t h s a t i s f a c t i o n of C i t i e s ' r e p r e s e n t a t i v e . " 

8. Paragraph 2(s) i s amended t o s t a t e : 

" I n the event s a i d w e l l i s completed as non-productive 
of o i l or gas, or as one not capable o f producing o i l or 
gas i n paying q u a n t i t i e s , Operator s h a l l p l u g and abandon 
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9. Paragraph 6 i s hereby amended t o s t a t e : 

" I n the event the Operator f a i l s t o commence or continue 
(and t h e c e s s a t i o n of d r i l l i n g or o t h e r operations i n 
connection w i t h such w e l l f o r t h i r t y (30) days s h a l l be 
deemed f a i l u r e t o continue d r i l l i n g ) o r complete the 
i n i t i a l w e l l i n accordance w i t h the p r o v i s i o n s h e r e o f , 
t h i s c o n t r a c t s h a l l , at C i t i e s ' o p t i o n , t e r m i n a t e , where
upon C i t i e s s h a l l be s u b j e c t t o the terms of the Deer 
Canyon U n i t Operating Agreement, the same as i f i t had 
not farmed out acreage t o Roberts, Koch & C a r t w r i g h t 
h e r e i n . 

10. Paragraph 7 of s a i d agreement i s amended t o s t a t e : 

"The s a i d leases and the s a i d lands are s i t u a t e d w i t h i n 
the U n i t Area f o r the Deer Canyon Unit and w i l l be s u b j e c t 
t o the Deer Canyon U n i t Agreement and, n o t w i t h s t a n d i n g 
a n y t h i n g contained h e r e i n to the c o n t r a r y , i t i s under
stood and agreed i f Operator i s unable f o r any reason t o 
secure the r e q u i r e d approvals and agreements from p a r t i e s 
necessary t o consummate the Deer Canyon U n i t Agreement and 
U n i t Operating Agreement, t h i s Agreement s h a l l become n u l l 
and v o i d w i t h o u t f u r t h e r o b l i g a t i o n or l i a b i l i t y on the"" 
p a r t o f e i t h e r p a r t y hereto t o the o t h e r . For the purpose 
of determining reimbursement t o Operator f o r costs o f a l l 
w e l l s d r i l l e d pursuant t o t h i s Agreement as p r o v i d e d i n Ex
h i b i t "B", the Accounting Procedure attached t o the Deer 
Canyon Unit Operating Agreement as E x h i b i t "B" s h a l l c o n t r o l . 
The i n t e r e s t o f C i t i e s s h a l l be s u b j e c t t o the terms and 
p r o v i s i o n s of the Deer Canyon U n i t Operating Agreement which 
s h a l l be e f f e c t i v e upon the s i g n a t u r e o f the same by C i t i e s . 
Once the assignments pursuant t o t h i s agreement are executed 
and d e l i v e r e d , t h e terms and p r o v i s i o n s o f the Deer Canyon 
U n i t Operating Agreement s h a l l t h e r e a f t e r apply, r a t h e r 
than t h i s farmout agreement." 

11. Operator s h a l l have the r i g h t t o assign a l l or any 
p a r t of i t s i n t e r e s t hereunder t o N a t u r a l Gas Pipe Line Company 
of America and H i l l i a r d O i l & Gas, I n c . and s h a l l n o t i f y C i t i e s 
of such assignment. Said p a r t i e s s h a l l assume t h e i r p r o p o r t i o n a t e 
p a r t of the burdens and o b l i g a t i o n s of t h i s agreement. 



12. Operator s h a l l not be l i a b l e i n damages f o r f a i l u r e t o 
d r i l l the w e l l provided f o r i n t h i s agreement and i n the Unit 
Operating Agreement, the sole p e n a l t y t h e r e f o r being the loss o f 
r i g h t s as p r e s c r i b e d i n t h i s farmout c o n t r a c t t o earn acreage. 

13. C i t i e s ' r i g h t s under the Unit Agreement and U n i t Oper
a t i n g Agreement as t o acreage owned by Aztec O i l & Gas Company, 
Petroleum, Inc. and Union O i l Company of C a l i f o r n i a s h a l l be 
s u b j e c t t o farmout agreements from s a i d p a r t i e s which Roberts, 
Koch & C a r t w r i g h t s h a l l make a good f a i t h e f f o r t t o s a t i s f y . 

14. E x h i b i t "B" t o the farmout c o n t r a c t s h a l l be amended a: 
f o l l o w s : 

(a) Paragraph 1 i s amended t o s t a t e as f o l l o w s : 

" 1 . There i s excepted and reserved from the leases 
and lands assigned h e r e i n a l l r i g h t s granted by s a i d 
leases below the depth t o which t h i s Assignment i s made, 
toge t h e r w i t h the r i g h t t o d r i l l w e l l s f o r and produce 
and market any and a l l minerals appearing i n s a i d lands 
below s a i d depth and an o v e r r i d i n g r o y a l t y of 28.47535% 
of o n e - s i x t e e n t h o f e i g h t - e i g h t h s (1/16 o f 8/8) o f a l l 
o i l , casinghead gas, gas, condensate and/or d i s t i l l a t e 
and other minerals produced from the lands assigned 
h e r e i n under s a i d leases, w i t h the r i g h t t o convert 
the o v e r r i d i n g r o y a l t y t o 14.23768% of working i n t e r e s t 
as s p e c i f i e d i n the Deer Canyon Uni t Operating Agreement." 

(b) Paragraph 2 o f s a i d Assignment of Operating Rights 
s h a l l be deemed de l e t e d f o r the reason t h a t the same i s ex
p r e s s l y provided f o r i n Section 5.1 of the Deer Canyon 
U n i t Agreement. 

(c) Paragraph 7 s h a l l be deemed de l e t e d inasmuch as the 
farmout c o n t r a c t w i l l no longer be o p e r a t i v e once the 
assignment i s t o be executed and d e l i v e r e d . 

(d) There s h a l l be added t o s a i d assignment a statement 
as f o l l o w s : 

"This Assignment of Operating Rights i s s u b j e c t t o the 
terms and p r o v i s i o n s of the U n i t Operating Agreement f o r 
the Deer Canyon Uni t dated day of , 1973." 
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(e) Paragraph 16 r e l a t i n g t o c a l l on o i l and gas s h a l l 
be d e l e t e d . 

15. E x h i b i t "C" t o the farmout c o n t r a c t s h a l l be amended 

(a) Paragraph 5 r e l a t i n g t o the farmout c o n t r a c t s h a l l 
be deemed d e l e t e d f o r the reasons set f o r t h above. 

(b) Paragraph 7 r e l a t i n g t o c a l l on o i l and gas s h a l l 
be d e l e t e d . 

(c) There s h a l l be a paragraph added t o s a i d assignment 
which s t a t e s : 

"This assignment i s subject t o a l l o f the terms 
and p r o v i s i o n s o f the U n i t Operating Agreement f o r 
the Deer Canyon U n i t dated the 1st day of September? 

The f o r e g o i n g changes are changes necessary t o conform t o 
the Deer Canyon U n i t Operating Agreement, and we w i l l be happy 
t o discuss them w i t h you. I f you agree t o the f o r e g o i n g , please 
so i n d i c a t e by your s i g n a t u r e below, whereupon the farmout con
t r a c t o f June 8, 19 73 s h a l l be deemed amended a c c o r d i n g l y . 

as f o l l o w s : 

1973. H 

Very t r u l y yours, 

Agreed: 



FARMOUT CONTRACT 

THIS FARMOUT CONTRACT made and entered iato this 8th day of June, 1973, 
by aad between CITIES SERVICE OIL COMPANY, a Del aw ara corporation, whose addreaa 
is P. 0. Box 300, Tulsa, Oklahoma 74102, hereinafter called "Cltiaa," and 

ROBERTS, KOCH AHD CARTWRIGHT, a partnership composed of Rosa D, Roberts, Charlea E. 
Koch and Jack Cartwright, whose addreaa ia 205 Building of tha Southwest, Midland, 
Texas 79701, hereinafter called "Operator"; 

WITNESSETH: 

WHEREAS, Cltiaa i s ths owner of the o i l and gas leases (hereinafter re
ferred to as "said leases") covering and embracing tha lands (hereinafter referred 
to as "said lands") described in Exhibit "A," which i s attached hereto sad nadc a 
part hereof; and 

WHEREAS, the Operator desires to acquire an assignment or conveyance of 
said leases covering tha said lands on the conditions hereinafter set forth, 

NOV, THEREFORE, in consideration of tha sua of One Dollar ($1.00) in 
hand paid by Cities to the said Operator and of the mutual covenants herein con
tained, the parties hereto agree as follows: 

1* (s) Operator agrees te commence the actual drilling of a v e i l (here
inafter referred to as " f i r s t veil") for o i l or gas vithin thirty (30) days from 
the effective date of the Sear Canyon Unit Agreement at a location on Section 10, 
Township 20 South, Range 21 Bast, Eddy County, Hew Mexico, and thereafter diligently 
and continuously prosecute the drilling of the f i r s t well in a proper and workman
like manner to a depth sufficient to penetrate the Upper Mississippian (Barnett 
Shale) formation or to such lesser depth with production in paying quantities (aa 
defined in the Dear Canyon Unit Agreement) and complete aaid f i r s t v e i l vithin nine
ty (90) days from date of commencement. 

(b) In the event the f i r s t well is completed aa a dry hole or as a 
well not capable of producing o i l and/or gaa in paying quantities (aa defined in 
the Deer Canyon Unit Agreement), Operator ia granted the option to comaeace a well 
(hereinafter referred to as "second well") within eighty (80) days from completion 
of the f i r s t well at a location of Operator's choice on lands within the Unit Area 
for the aaid Deer Canyon Unit and thereafter diligently and continuously prosecute 
the drilling of the second well i a a proper and workmanlike manner to a depth suf
ficient to penetrate the Upper Mississippian (Barnett Shale) Formation or to such 
lesser depth with production l a paying quantities (as defined in the Deer Canyon 
Unit Agreement) and complete said second well within ninety (90) days from data of 
commencement* 

(e) By the performance of the covenants and conditions hereof and 
upon completion of either the f i r s t or second well as a well capable of producing 
oil and/or gas i a paying quantities (as defined in the Deer Canyon Unit Agreement), 
Operator ahall acquire a l l of Cities' interest in the drilling unit for said pro
ducing well covering righta down to and including, hut not below, the depth of one 
hundred feet (100*) below the greatest depth drilled ln said producing well, sub
ject to an overriding royalty of 28.47213% of one-sixteenth (1/16) of a l l produc
tion with the option to convert the overriding royalty to a net 14.2360652 work
ing interest. Operator shall also acquire aa undivided one-half (1/2) (a net 
14.236065%) of Cities* interest in that portion of the Deer Canyon Unit Area not 
allocated to the said producing vei l together with an undivided one-half (1/2) (a 
net 14.236065Z) of Cities' right, t i t l e and interest ln and to the said leases i n 
sofar aa they cover the said lands covering rights to one hundred feet (100*) below 
the greatest depth drilled in said producing wall; provided, however, in the event 
any portion of said lands are Included in the drilling unit for such producing v e i l , 
Operator shall acquire a l l of Cities * intarest in the said leases insofar aa aame 
cover the said lands included within the drilling unit covering rights to one hun
dred feet (100*) below rite greatest depth drilled in said producing well subject to 
an overriding royalty of 28.47213% of an undivided one-sixteenth (1/16) of a l l pro
duction with the option to convert the overriding royalty to a net 14.236065J work
ing interest. All the rights acquired pursuant hereto shall be subject to the 
further provisions of this agreement. 
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2. Tha aaid veil or veils (hereinafter referred to in the singular i f 
more than one wall is drilled hereunder) shall be drilled according to the follow
ing covenants and understanding: 

(a) All operations shall ha conducted at the sole expense of Oper
ator ia a proper aad workaaalike manner and in accordance with a l l applicable laws 
and regulations of tha constituted authorities, and Operator ahall defend, indem
nify aad hold Cltiaa aad its officers, directors, agents, employees and invitees 
harmless from a l l liability for damage (including attorney's fees) to tha person 
(including death) and/or property of a l l persons arising from tha performance or 
non-performance of Operator's operations conducted hereunder. 

(b) Prior to the commencement of th* said well, Operator ahall co
ordinate tha drilling, coring, testing and logging program for said well with Cities 
Region Office. 

(e) All formations, sections, sones or other reservoirs in which tha 
presence of oil or gas is Indicated shall be thoroughly tested to the satisfaction 
of Cities and its representative by a reasonabia amount of coring, drill stem testa 
or through casing tests, together with any other approved testing methods and Opera
tor shall make a diligent attempt to complete the aaid well as a commercial producer 
of oil and/or gas. If In the opinion of Cities' representative the presence of oil 
or gaa or indication thereof justifies running pipe, all necessary casing or pips 
shall bs used to insure a proper test. Operator shall treat the formations in which 
oil or gas or indications thereof are present in a manner to improve reservoir cou-
dltlone, including adequate acidising and/or fracturing when in the judgment of a v 

reasonable and prudent Operator such treatment on said well would prove beneficial.x 

(d) Operator agrees to maintain adequate aatd to assure good sample 
returns, drill atom testing and electric logging operations, and Operator shall 
take ten (10) foot cutting samples from surface easing to total depth and daily 
deliver samples of such cuttings, at Operator's expense, tot 

Midland Sample Cut and Library 
707 South Connell Street 
Midland, Texas 79701 

(a) I f requested by Cities, Operator shall furnish Cities samplea of 
all cores recovered. 

(f) So oil bass or oil emulsion mud shall bs used in ths drilling of 
thia well, without prior written consent from Cities. 

(g) Operator agrees to forward each day, to Cities' representative, 
a copy of Operator's previous day's drilling report showing the formation or forma
tions penetrated including the correct depths thereof and daily mudlogger reports 
if a audio gg ing unit is used on the said well. Operator also agrees to telephone 
each day at Operator's own expense, prior to 9:30 o'clock a.m., Cities' representa
tive informing of ths formations penetrated and the correct depths thereof, the tops 
called and intervals tested. 

(h) Operator agrees to install a gas detector from the Wolfcamp Forma
tion. 

(1) Operator shall keep drilling time at ten (10) foot intervale from 
the base of surface casing to total depth. 

(j) Operator shall permit Cities, at its election, to lower a geo-
phone, dipmeter, or similar instrument into said well for the purpose of making any 
teat desired; provided that Cities shall reimburse Operator for any cost incurred aa 
a result of Cities performing any such test. 

(k) Operator shall notify Cities* representative in sufficient time 
(at least twenty-four (24) hours in advance) to allow said representative to wit
ness the running of all logs, a l l coring and testing of formations, ths drilling 
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of said well iato known or expected producing horizons and before drilling through 
any unexpected showing of oil or gas. 

(1) Cities 1 representative shall have access to ths derrick floor at 
all tines and snail have access to and be furnished with a l l information oa drilling 
progress, 

(m) Opsrator agrsss to run a Sonic - Gamma Ray; Dual Induction Latero
log and Hicrolaterolog and promptly furnish Cities' representative three (3) fisld -
prists and three (3) finished prints thereof. Opsrator also agrsss to promptly fur- ̂  
nish Cities * representative three (3) field prints and three (3) finished prints of 
al l other logs which have bsea run. 

(a) All notices and other information required under tha provisions 
of this Paragraph 2, to bs furnished Cities' representative shall bs furnished tat 

OFFICE RESIDENCE 
NAME OF REFSBSBBTATITE HOBDAY THRU FRIDAY WEEKENDS & HOLIDAYS 

Mr. Ed King (915) 684-1731 (915) 682-3143 
Cltiaa Service Oil Company 
800 Vaughn Building 
midland, Texas 79701 

who ia desigaatsd as Cities* representative. Cities reserves tae right to replace 
said representative and shall furnish Operator with ths name, address aad telephone 
numbers of any such new representative. All samples, notices and other information 
required to be furnished Cities te its Region office shall be furnished to said of
fice at ths following address! 

Cities Service Oil Company 
800 Vaughn Building 
Midland, Texas 79701 

Attn* Hr. Sd Sing 

(o) Opsrator agrees to give Cities* representative an ismtediate, de
tailed and authentic report of ths results of a l l drill stem testa or other testa 
mads during ths drilling of said wall. 

(p) All correlations aad determinationa of ths requirements provided \ 
for ia this Paragraph 2. ahall bs mads to tha satisfaction of Cities' representative. 

(q) Opsrator shall promptly furnish Cities* representative three (3) 
copies of any forms filed with ths Stats Regulatory Commission or Agency. 

(r) On completion of the well, Operator shall furnish Cities s corn-
plats driller's log certified by Opsrator as being correct. 

(s) In ths event said well is completed as non-productive of oil or 
gas, or as oae not capable of producing oil or gas in paying quantities, Operator 
shall plug and abandon the same, but not until Cities, i f i t so elects, has had a 
reasonable opportunity of examining the formations and measuring the depth of ths 
well, using so far as necessary the tools and workmen of Operator, and such aban
donment ahall not bs cowmani'sii without Cities' expressed consent and approval. 

3. Upon completion of ths first or second well as a producer of o i l and/ 
or gaa in paying quantities as herein provided and upon receipt of request from 
Operator, Cities agrees to assign to Operator without warranty of title either ex
press or laplied and ln ths form aad language either as set forth in Exhibit "B," 
which is attached hereto snd made a part hereof, or Exhibit "C," which is attached 
hereto and mads a part hereof, covering interests earned by Operator as provided 
ia Paragraph 1. (e). Failure of Operator to so request assignment from Cities 7 
within thirty (30) days aftsr completion of a well shall automatically terminate ^ « 
Operator's right to receive such assignment. TJpon delivery to said Operator of 
any assignment or conveyance as herein contemplated, ths Operator agrees to secure 
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the approval of aaid assignment or conveyance, i f necessary, and to file same for 
recording within tan (10) days after such delivery in the proper County Office 
and furnish Cities with ths recording data thereof. 

4. After the commencement of ths first well, Cities shall continue to 
pay a l l delay rentals becoming due under ths lsasas insofar as same cover ths acre
age as sat forth ia Exhibit "A" hereto and shall furnish Operator with statements 
for such payment. Opsrator* upea reeeipt of said statement, shall reinburse Cities 
for said payment or payments to ths extent of fifty percent (502) thereof. In tha 
a vent Cltiaa falls to make proper payment sf any daisy rental through mistake or 
oversight whsre amah rental is required to continue a laaaa in force, there shall 
be no liability of any kind, money or otherwise, against Cities for failure to pay 
such rental. 

I t will be assumed that the parties hereto concur in ths continustlon 
of ths leases covered haraby by the payment of such rentals aa are required unless 
either of the parties notifies ths other prior to the tenth day of ths month pre
ceding the month in which ths rental date falls of its recommendstioa to terminate 
a given lease aaa not partieiaate ia such rental payment. In the event the party 
notified desires ta pay tha entire rental and acquire an aaaigomsat of tha caacel-
ling party's Interest, ths cancelling party will furnish to the party desiring to 
continue tha lease an assignment of its interest within thirty (30) days after the 
cancelling party receives request for such assignment. 

Should both parties concur in the termination of a lease covered here
by by non-payment of rental, Cities will prepare, in due course of business, a joint 
relaass.and forward same to Operator for its execution. 

5. While operations are being conducted hereunder on any leasehold in
terest covered hereby upon which Cities then holds legal title, Operator agrees to 
carry adequate insurance as required by Cities and agrees to furnish Cities, before 
commencing operations, valid certificates of insurance satisfactory to Cities of 
policies carried by Operator hereunder. 

6. Ia the event the Operator fails to commence or continue (snd ths ces
sation of drilling or othsr operations in connection with such well for thirty (30) 
days ahall bs deemed failure to continue drilling) or complete any well In accor
dance with the previsions hereof, this contract shall, at Cities' option, terminate. 
Upon Operator*a failure ta conduct tha drilling operations aa provided for herein. 
Cities aay, at it s option, take possession of a l l tools placed thereon by Operator — 
and complete aaid vail at Cities' expaass and liability; however, the exercise of '•, 
this option shall in no way relieve Operator froa liability for damages accruing to 
Cltiss as a result of Operator's default. 

7. Tha said Isaaes 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, i t ia understood aad 
agreed l f Operator ia unable for any reason to secure the required approvals snd 
agreements from parties necessary to consummate ths Deer Canyon Unit Agreement snd 
Unit Operating Agreement, this Agreement shall become null and void without further 
obligation or liability oa the part of either party hereto to ths other. For ths 
purpose of determining reimbursement to Operator for costs of a l l walls drilled pur
suant to this Agreement as provided in Exhibit "3," ths Accounting Procedure at
tached to the Dsar Canyon Unit Operating Agreement as Exhibit "3n shall control. 
Any commitment to the Deer Canyon Unit Agreement and Unit Operating Agreement by 
Cities through its execution or ratification of Unit Operating Agreement shall not 
prejudice its right and option to reject provisions of said Operating Agreement 
which i t determines unnecessary or undesirable, specifically aa to tha said Oper
ating Agreement (but not by way of limitation), Cities does not accept and will 
not operate under ths terms ef 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 
ths Doit Area except in the event of a required well (The said Operating Agree
ment does not contain a provision pertaining to required veils which will be, but 
not by way of limitation, a requirement by Cities that such a provision bs con
tained in the aaid Operating Agreement). At such time as Operator has been relm-
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cursed f o r a w e l l as provided i a Exhibit "3" and i f Cities has elected to convert 
i t s overriding r o y a l t y to a working i n t e r e s t , the said Deer Canyon Operating Agree
ment, as say be modified pursuant hereto, s h a l l become operative and e f f e c t i v e as 
to such v.ell. Notwithstanding any assignment which may be delivered by Citi e s t o 
.,'perator pursuant to the ceos of t h i s Agreement, a l l r i g h t s and in t e r e s t s reserved 
ov C i t i e s pursuant hereto w i l l be based upon the i n t e r e s t credited t o the said 
leases and said lands w i t h i n the en t i r e Unit Area and not l i m i t e d s p e c i f i c a l l y t o 
che said lands. 

3. C i t i e s ' i n t e r e s t i n the Deer Canyon Unit Agreement, which i t r e t a i n s 
pursuant to t h i s agreement, w i l l be as described i n Exhibit :'A" to the Unit Operat
ing Agreement and i f f o r any reason the p a r t i c i p a t i n g parties change, thereby ere— 
dicing a change of the int e r e s t s of the parties thereunder, then tha i n t e r e s t s spe
c i f i c a l l y set f o r t h herein s h a l l likewise be changed accordingly. 

9. Time s h a l l be the essence of t h i s Farmout Contract i n a l l of i t s p a r t s . 
This contract s h a l l be executed i n duplicate. The terms, covenants and conditions 
hereof s h a l l run i n favor of and be binding upon the parties hereto, t h e i r successors 
and assigns, and s h a l l run w i t h the said leaseholds and lands and s h a l l be capable 
of s p e c i f i c performance. 

10. This Farmout Contract may not be assigned by Operator without the prior 
• n r i t t e n consent of C i t i e s . 

This Farmout Contract s h a l l not become binding or e f f e c t i v e unless i t i s 
executed by a l l p a r t i e s and returned to Cities w i t h i n t h i r t y (30) days from the date 
of the acknowledgment of C i t i e s ' execution. 

IN WITNESS WHEREOF, the Operator has hereunto caused i t s name and Cities 
has hereunto caused i t s name to be subscribed the day and year f i r s t above written. 

CITIES SERVICE OIL COMPANY 

/Mark: ?; Payt ^ACttorney-in-Fact 

ROBERTS, KOCH AND CARTWRIGHT 

ROSS D.\ROBERTS, a partner-

CHARLES E. KOCH, a partner 

- / " " , -<- i • 

! i f ' I 7— > ;£ 

' JACK CARTWRIGHT, a partner 
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olATE 0? OKLAHOMA ) 
) SS 

COUNTY OF TULSA ) 

On t h i s c £ 9 * ^ ~ ' day of (Jut*"JL->>_ 1973, before ne 
personally appeared Mark F a Psyton - // , to me known, to be. the person who exe
cuted the foregoing instrument as Attorney-in-Fact i n behalf of CITIES SERVICE OIL 
COMPANY, a Delaware corporation, and acknowledged that he executed the same as the 
free act and deed of said C i t i e s Service O i l Company. 

bherry K, ̂ now ^ Notary Public 

My Commission Expires: 

STATE OF Texas ) 
) SS 

COUNTY OF M i d l a n d ) / 

On t h i s 2 1 s t day o f A u g u s t »' 19 7^ , before me 
personally appeared Ross D. Rnhsrts. rhnrl^ F. Vorh and .TanV C.. 

C a r t w r i g h t ' , 
to me known to be the person s described i n and who executed the foregoing i n s t r u 
ment, as R03ERTS, KOCH AgD CARTWRIGHT, a partnership composed of Ross D. Roberts, 
Charles E. Koch and Jack Cartwright, and acknowledged that t hey executed the same 
a s t h e i r free act and deed. 

IN WITNESS WHEREOF, I have hereunto set my hand and a f f i x e d my o f f i c i a l 
seal the day and year i n t h i s c e r t i f i c a t e above w r i t t e n . 

* N o t a r y 3 P c 2 ( l i c 

ly Commission expires: 
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EXHIBIT "A" - Attached to and made a part of Farmout Contract dated June 8, 1973, 
hetveea CITIES SERVICE OIL COMPANT and ROBERTS, KOCH AND CARTWRIGHT. 

SCHEDULE OF OIL AMD GAS LEASES 

LEASE HUHBERl 
SERIAL NUMBER: 
ORE lESERVEDt 
DATE: 
LESSOR J 
LESSEE: 
RECORDING DATA: 

DESCRIPTION: 

1-07X6-3014363 ( F i l e 3014363) 
SM 10570 
31 
November 1, 1969 
The United States of America 
Ci t ies Service O i l Company 
October 20, 1969, at 10:00 A.M. l a the 
Offlea of tha Bureau of Land Management, 
Santa Fe, New Mexico 

Swk, Sw*s SE% ef Section 4, Township 20 
South, Range 21 Eas t , HMPM, Eddy County, 
Haw- Mexieo, containing a total of 200.00 
aerea. 

LEASE NUMBER: 
SERIAL NUMBER: 
082 RESERVEDl 
DATE: 
LESSOR: 
LESSEE: 
RECORDING DATA: 

DESCRIPTION: 

1-07X6-3014364 ( F i l e 3014364) 
SM 12543 
31 
November 1, 1970 
The United States of America 
Cities Service Oil Company 
Hay 14, 1973, at 11:35 A.M. in Book 100, 
Page 555 of tha Miscellaneous Records of 
Eddy County, Hew >Jexico 

NE**, N% NW*s, S% of Section 9, W% SW% of 
Section 10, NWH, N^ SW**, W% S3%, SE*s SS% 
of Section 15, Township 20 South, Range 
21 East, NMPM, Eddy County, Haw Mexieo, 
containing a total of 1000.00 acres. 

LEASE NUMBER: 
SERIAL NUMBER: 
ORB. RESERVED: 
DATE: 
LESSOR: 
LESSEE: 

DESCRIPTION f 

1-07X6-3014382 (File 3014382) 
MM 9798 
41 
July 1, 1969 
Ths United States of America 
Cities Service Oil Company 

HSH of Section 23, Lots 1, 2, 3, 4, W% 
£%, 9*1 of Section 24, Township 20 South, 
Range 21 Bast, NMPM, Eddy County, Sew 
Mexieo, containing a total of 792.00 
acres, more or less. 

LEASE NUMBER: 
SERIAL NUMBER: 
0RR RESERVED: 
DATE: 
LESSOR: 
LESSEE: 

DESCRIPTION: 

1-07X6-3014410 (File 3014410) 
NM 883 
5% 
December 1, 1966 
The United States of America 
Cities Service Oil Company 

H%, SW*s of Section 21, NŴ  of Section 22, 
Township 20 South, Range 21 East, NMPM, 
Eddy County, New Mexico, containing a 
total of 640.00 acres. 
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LEASE NUMBER: 
STATE LEASE NO.l 
DATE: 
LESSORt 
LESSEE: 
RECORDING DATA: 

DESCEIFTIOS: 

1-07X6-3014496 (File 3014496) 
LG-0176 
Hay 1, 1972 
Stata of New Mexico 
Cities Service OH Company 
May 4, 1973, at 2:05 F.M. in Book 99, 
Page 934 of ths Miscellaneous Records of 
Bddy County, Hew -Sexico 

Shi Nw% of Section 9, containing 80.00 acres; 
SS% NE?t, S&t $&t of Section 15, containing 
80.00 acres; a l l l a Township 28 South, Range 
21 East, Eddy County, New Mexico, containing 
a total of 160.00 acres. 



EXHIBIT "3" - Attached to aad aada a part of Farmout Contract dated June 3, 1973, 
between CITIZS SERVICE OIL COMPANY and EGBERTS, KOCH AND CARTWRIGHT. 

ASSIGNMENT OP OPERATING RIGHTS 

KNOW ALL MEN BY THESE PRESENTS that CITIES SERVICE OIL COMPANY, a Dela
vare eorporatioa, whose address la P. 0, Box 300, Tulsa, Oklahoma 74102, herein 
called "Assignor," ln consideration of Ten Dollars ($10.00) and ether valuable 
considerations paid, dees hereby grant, convey, sell, assign aad transfer unto 

ROBERTS, KOCH ARB CARTWRIGHT, a partnership composed of Ross D. Roberts, Charles E. 
Koch and Jack Cartwright, whose address is 205 Building of tha Southwest, Midland, 
Texas 79701, hsrsin called "Assignee," 

operating rights from the surface down to aad including, but not below, tha depth 
of . feet (depth to ba inserted ia accordance with the contract to which thia 
Exhibit is attached) under the hereinsfter described lands, to-wit: 

(Lasses and lands to be inserted to ba in accordance with 
that certain Farmout Contract to which this Exhibit ls attached) 

1. There ia excepted and reserved from the leases and lands assigned 
herein a l l 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 a l l mlnerale appearing ia said lands bslow said depth and an overriding roy
alty of 28.472132 of one-sixteenth of eight-eighths (1/18 ef 8/8) of a l l oil, 
casinghead gas, gas, condensate and/or distillate and other minerals produced 
from the lands assigned herein under said leases, with ths right to convert ths 
overriding royalty of 28.47213Z of one-sixteenth of eight-eighths (1/16 of 8/8) 
to a not 14.236065Z working interest, 

2. (a) Withia sixty (60) dsys aftsr ths completion of s producing well 
on ths lands covered hereby or on a spacing unit which includes any of tha said 
lands, Assignee shall furnish Assignor with an itemised statement of the cost of 
drilling, testing, completing and equipping such well, together with an inventory 
of tha cost of operations and the quantities and qualities of o i l , casinghead gaa, 
gaa, condenests and/or distillate and other minerals produced from such well, to
gether with tha amount of proceeds froa the sals of such production ln th* pre
ceding month, such reports, together with a complete well record shall bs furnished 
Assignor, Cities Service Oil Company, P. O. Box 300, Tulsa, Oklahoma 74102, Atten
tion J Property Services Manager, Production Division. 

(b) Assign** shall immediately notify Assignor when tha value of a l l 
oil, casinghead gas, gaa, distillate and/or condensate and other minerals produced 
and saved from each such wall (together with the processed value, i f any, of such 
production sad the proceeds from ths sals of any material and equipment from said 
well) less ths Lessor's royalty and Assignor's overriding royalty, equals one hun
dred percent (100Z) of the total cost and expeass of drilling, testing, completing 
and equipping th* said well (including one hundred percent (100Z) of the cost of 
operations incurred up ta the time such value equals the total cost). The notice 
provided for herein shall be given to Assignor to ths attention of Manager, Land 
Department, Citiee Service Oil Company, P. 0. Box 300, Tulsa, Oklahoma 74102, and 
to ths Property Services Manager, Production Division, and Assignor shall have the 
separate option as to aaeh such well, to be exercised within thirty (30) days froa 
receipt of said notice, either to convert its overriding royalty to a one-half (1/2) 
working interest or retain its overriding royalty. 

(c) I f Assignor converts to a one-half (1/2) working interest. As
signee shell assign to Assignor an undivided one-half (1/2) Interest in the oper
ating rights under laases herein assigned Insofar as said leases cover lands within 
the spacing unit for such well, together with a proportionate one-half (1/2) inter
est (a net 14.236065Z) ln ths said well and material and equipment therein and 
thereon; and such assignment to Assignor shall be free and clear of liens sad en
cumbrances and Assignor shall release its overriding royalty to such lands. Ths 
effective data of Assignor's acquisition of a working interest and the release of 
its overriding royalty shall be the date that th* value of production from said 
well equals th* total cost of aaid well as provided in Paragraph 2. fb) hereof. 
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(For tha purpose of computing the day in which the value of production equals 
said total cost, tha overriding royalty payable to Assignor and the working in
terest income, together with a l l costs and expenses shall be calculated on a 
daily basis for tha actual month in which the said value equals the said total 
coat* Said casta and expenses, including the overriding royalty payable to As
signor and/or the working interest income, shall be apportioned on a daily basis 
for said month and Asslgaee shall adjust costs, expanses snd revenue to tha day 
ao calculated}• 

3* lbs) overriding royalty herein excepted and reserved by Assignor i s 
ia addition ta tha royalty payable te Lessors under the terms of ths leases herein 
assigned and ia alas in addition to any other royalty, overriding royalty or pay
ment ant of production to which said leases may bs burdened. 

(THE FOLLOWING PARAGRAPH TO BS INSERTED IF TAB LEASE 
ASSIGNED HEREIN IS A FEDERAL LEASE) 

"It is agreed that tha obligation to pay any overriding royalty or pay
ments out of production of oil created herein, which, when added to overriding roy
alties or payments out of production previously created and to the royalty payable 
to the United States, aggregate in excess of seventeen and one-half percent (17*52), 
shall be suspended when the average production of oil per well per day averaged on 
the monthly basis i s IS barrel* or less.** 

4* Each extension of the lease or leases covered hereby, in whole or 
in part, shall maintain and continue in effect ths rights and interests reserved 
by Assignor in each leas* ae extended and in tha land covered thereby. 

Should a renews! or new lesss or leases covering the land described 
or referred to in this Assignment, or a part of or interest in said land, er a 
part of or interest in such s lsase, bs acquired by Assignee, or by a third party 
wholly or partly for Assignee or Assignee's benefit, within ten (10) years from 
tha data of expiration ef the primary term of ths lsase covered hereby, or from 
the date of tha expirartion of tha primary term of the lease covered hereby having 
the la teat such data, i f mora than ens lease is covered hereby, the rights and 
interests herein reserved by Assignor shall attach and apply to each such renewal 
or new lease, the lands described therein and the estate created thereby with the 
same result snd effect as such reserved rights snd interests attach and apply to 
tha lease or leaaaa assigned hereby, the land described or referred to herein and 
tha eatatee created by such assigned lease or lessee. 

5. Assignor snd Assignee each covenant and agree that i t shall not 
create any lien, encumbrance or other burden upon ths iataraat of ths other party 
in tha aaid laaaa, 

6. Assignor and Assignee shall cooperate in the filing of a l l necessary 
reports or other Information as may bs required by any governmental agency with 
respect to said lesss. 

7. This Assignment is asds subject to the provisions snd conditions of 
that certain Farmout Contract dated June 3, 1973, between ths said Assignor and ths 
said Assignee. 

3. Assignee shall drill a l l wells necessary to protect said leases froa 
drainage through offset walls to said leasee. In the event Assignee fails to com
ply with the express or implied covenants aad conditions of said leases, Assignee 
shall, at Assignor's option, reassign ths acreage remaining uudrilied to Assignor, 
retaining around each producing well, i f any, the lands attrlbutad to such well 
under any valid well spacing rale or regulation of any governmental authority or 
attributed to such well for allowable purposes by any governmental authority. 

9. If Assignee should decids to abandon any lease covered hereby or al
low such lesss to terminate for failure to develop same or for any other reason, 
Assignee shall notify Assignor ia writing forty-five (45) days prior to ths inten-



EXHIBIT "3* 
ASSIGNMENT OF OPERATING EIGHTS 
Page Three 

dad effective date af such abandonment or termination and Assignor is granted tha 
option, to be exercised vithin ten (10) days after the receipt of notice in writ
ing of such purpose, to reacquire ths rights assigned to Assignee hereunder free 
and dear of liens and encumbrances together with the material in and around the 
wall then on aaid land end necessary in ths operation of aaid wall at a price equal 
to tha reasonable salvage value of said materials, i f any, 

10. Aa to each and every well that Assignee drills on the lands described 
herein, er on landa within a pooled unit that includes any lands described herein, 
Assigass shall notify Assignor ia writing of th* following items: 

(a) Tha axaat legal description of tha location. 
(b) Tna date actual drilling ia commenced. 
(c) The total depth drilled. 
(d) The data of completion* 
(a) Whether completed as a producer of oil and/or gaa or 

as a dry hols. 
(f) Th* data any production coesnness. 
(g) Tha data any wall is shut-in. 
(h) Th* aata and amount of payment of any shut-in royalty. 

Such written notice shall ba given to Assignor within five (5) days after the occur
rence of each of said items. 

11. Assignee shall furnish free of coet to Assignor any and a l l wall and 
geological information aa ia provided la Paragraph 2. of th* hereinabove referred 
to contract. 

12. Should Assignee commence aay such well which will be drilling ever th* 
end of the primary term ef say lease described herein, Assignee shall give Assignor 
written notice of such drilling at least ten (10) days prior to the end of such pri
mary term. 

13. Assignor reserves and is hereby granted s lien upon aaid lasses herein 
assigned and a l l equipment placed on the lands described herein and Assignee's share 
of a l l minerals produced therefrom to secure the performance of th* conditions and 
covenants herein oa tha part of Assign** and to secure th* payment of any damages 
accruing to Assignor by reason of say breach ef said conditions snd covenants. This 
Assignment is expressly conditioned upon ths faithful performance by tha Assignee of 
al l th* condition* and covenants herein on ita part to ba performed. 

14. unless otherwise expressly provided for herein, any aotiee to be given 
pursuant to thia Assignment by Asslgase shall be given to Assignor to th* attention 
of Maaagar of Land Department, Cities Service Oil Company, P. 0. Box 300, Tulsa, 
Oklahoma 74102. 

15. In the event Assignee desires to sell a l l or any part of its lntsreet 
in said leasee, Assignor shall have a preferential right to purchase the same. In 
such event, Assignee shall promptly communicate in writing ta Assignor ths offer 
received by i t from a purchaser ready, able, and willing to purchase the same, to
gether with the name and address of such prospective purchaser, and Assignor shall 
thereupon have an option for a period of ten (10) days after receipt by aaid Manager 
of aaid notice to purchase Assignee's interest at the price offered by ths prospec
tive purchaser. No assignment hereunder shall be recognised until Assignor hss been 
furnished with a copy of tha recorded instrument. 

16. Assignor reserves the option, to be exercised from time to time and 
as often as desired, of purchasing a l l of th* Assignee's interest in tha oil, gaa, 
casinghead gaa snd other minerals produced from and/or allocated to the lands 
covered by this Assignment; for oil at the posted market price offered by responsi
ble purchasers in the field on ths date of each delivery; for gas at the price pre
vailing in the field at tha time or times of ths exerciss of this option; and for 
casinghead gas st tha average prevailing price being paid by responsible purchasers 
in the field. 
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TO HAVE AND TO HOLD tha saaa unto tha said Assignee, its successors aad 
assigns, according to tha teres and conditions of said leases, the said Assignee to 
perform al l of such conditions and covenants thereof as to ths portion of lands 
herein assigned, out subject however to the previsions and conditions of said eon-
tract hereinbefore mentioned. This Assignment is mad* without warranty of title 
either express or implied. 

The reesrvstleas herein made and the previsions and covenants contained 
herein shall attach to snd run with tha lease or leases assigned and the land here
in described or rmfarras to and shall be binding upon and inure to the benefit of 
Assignor and Assignee snd their respective successors and assigns. 

IN WITNESS WHEREOF, ths said CITIES SERVICE OIL COW? ANY, as Assignor, has 
executed this ,frial maanT thia day of , 19 . 

CITIES SERVICE OIL COMPANY 

By (AN EXHIBIT - NOT FOR SIGNATURE) 
Attorney-in-Fact 

(ADD ACKNOWLEDGMENT) 



2XHI3IT "C" - Attached to and made a part of Farmout Contract dated June 8, 1973, 
between CITIES SERVICE OIL COMPANY and ROBERTS, KOCH AND CARTWRIGHT. 

ASSIGNMENT OF OPERATING RIGHTS 

KNOW ALL MEN BT THESE PRESENTS tbat CITIES SERVICE OIL COMPANY, a Dela
ware corporation, whose address is P. 0. Box 300, Tulsa, Oklahoma 74102, herein 
called "Assignor," la consideration of Ten Dollars ($10.00} snd other -valuable 
considerations pais, does hereby grant, convey, sell, assign snd transfer unto 

ROBERTS, KOCH AND CARTWRIGHT, a partnership composed ef Ross D. Roberts, Charles E. 
Koch and Jack Cartwright, whose addreaa is 205 Building of the Southwest, Midland, 
Taxes 79701, hsrsla called "Assignee," 

an undivided one-half (1/2) of its interest in operating rights from tha surface 
down to snd including, but not below, the depth of feet (depth to ha in
serted ln accordance with tha contract to which this Exhibit Is attached) under 
the hereinafter described lands, to-«it: 

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

1. There is excepted snd reserved froa the leases and lands assigned 
herein a l l rights granted by said lessee below the depth to which this Assignment 
is made, together with tha right to drill wells for and produce snd market any 
and a l l minerals appearing in said lands below aaid depth. 

2. Each extension of ths lease or leases covered hereby, ln whole or 
in part, ahall maintain and continue in effect the rights and interests reserved 
by Assignor in each laaaa so extended and ln the land covered thereby. 

Should a renewal or new lease or leases covering the land described 
or referred to in this Assignment, or a part of or interest in said land, or a 
part of or interest in such a lesss, be acquired by Assignee, or by a third party 
wholly or partly for Assignee or Assignee's benefit, within ten (10) years from 
ths data of expiration of the primary term of the lease covered hereby, or from 
ths date of tha expirartion of tha primary term of the lease covered hereby having 
tha latest such date, i f more than one lease i s covered hereby, tha rights and 
interests herein reserved by Assignor shall attach snd apply to each such renewal 
or new lease, tas lands described therein and the eststs crested thereby with tha 
same result and affect as such reserved rights and Interests attach and apply to 
ths lsase or leases assigned hereby, the laad described or referred to herein snd 
the estates created by such assigned lesss or leases. 

3. Asaigaor snd Assignee each covenant and agree that i t shall not 
create any lien, encumbrance or other burden upon the interest of the other party 
in tha said leaae. 

4. Assignor snd Assignee shall cooperate in the filing of a l l necessary 
reports or other information as may be required by any governmental agency with 
respect to said lsase. 

5. This Assignment is made subject to the provisions and conditions of 
that certain Farmout Contract dated June 8, 1973, between the said Assignor and ths 
said Assignee. 

6* In the event Assignee desires to sell a l l or any part of Its interest 
in aaid leases, Assignor shall have a preferential right to purchase the same. In 
auch event, Assignee shall promptly communicate in writing to Assignor the offer 
received by i t from a purchaser ready, able, and willing to purchase the same, to
gether with the name and address of such prospective purchaser, and Assignor shall 
thereupon have an option for a period ef ten (10) days after receipt by said Manager 
of said notice to purchase Assignee's Interest at ths price offered by the prospec
tive purchassr. No assignment hereunder shall be recognized until Assignor hss been 
furnished with a copy of tha recorded instrument. 



EXHIBIT "C" 
ASSIGNMENT 0? OPERATING RIGHTS 
Page Two 

7. Assignor reserves the option, to he exercised from time to time and 
as often as desired, of purchasing all of ths Assignee's interest in the oil, gas, 
casinghead gaa and ether minerals produced from and/or allocated to the lands 
covered hy this Assignment; for oil at the posted market price offered hy responsi
ble purchasers in tna field on the data of each delivery; for gaa at tha price pre
vailing in tha field at «s* time or times of tha exercise of this option; and for 
casinghead gaa at tha average prevailing price being paid by responsible purchasers 
la tha field. 

TO HATE AND TO HOLD the same unto the said Assignee, its successors and 
assigns, according to the terms and conditions of aaid leases, the said Assignee to 
perform a l l of such conditions and covenants thereof as to the portion of lands 
herein assigned, but subject however to the provisions and conditions of said con
tract hereinbefore mentioned. This Assignment is mads without warranty of title 
either express or implied. 

Tha reservations haraia made and ths provisions and covenants contained 
herein shsll attach to and raa with tha lease or leases assigned and ths laad here
in described or referred to snd shall bs binding upon and inure to tha benefit of 
Assignor and Assignee and their respective successors and assigns. 

IN WITNESS WHEREOF, the said CITIES SERVICE OIL COMP ANT, as Assignor, has 
executed this instrument this . day of , 19 . 

CITIES SERVICE OIL COMP ANT 

By (AN EXHIBIT — NOT POR SIGNATURE)*' 
Attorney-in-Fact 

(ADD ACKNOWLEDGMENT) 



R O S S O. R O B E R T S - E N G I N E E R 
C M A 3 L H 5 S. K O C H - L A N D M A N 
J A C K C. C A R T W R I G H T - G E O L O G I S T 

Re: Deer Canyon Unit Agreement 
T-20-3, R-21-E 
Eddy County, New Mexico 

To: A l l Royalty Owners 
Deer Canyon Unit Area 

Ladies, Gentlemen: 

On behalf o f Roberts, Koch & Cartwright of Midland, Texas, 
I am enclosing t o each of you owning a r o y a l t y i n t e r e s t or 
production payment, one copy of the U n i t Agreement and t e n 
copies o f Consent and R a t i f i c a t i o n forms t o the U n i t Agree
ment-

As can "be noted from Section 9 of the Agreement, Roberts, 
Koch and Cartwright propose t o d r i l l , or cause t o be d r i l l e d , 
a w e l l t o a depth s u f f i c i e n t t o penetrate the upper Mississ^-
i p p i a n formation (Barnett Shale) at a depth of around 8700 
f e a t . This t e s t w i l l be located i n the v i c i n i t y o f the 
common corner of sections 10, 11, 14 and 15> 

E x h i b i t "A" i s a p l a t o f the area, ' and E x h i b i t "3 U i s a 
schedule of the lands and leases w i t h i n the area. Your i n 
t e r e s t w i l l appear on E x h i b i t "B". The form of Un i t Agree
ment i s prescribed by Federal Regulations and cannot be chang
ed. " Thousands of acres have been u n i t i z e d under t h i s form i n 
a l l the Rocky Mountain-Public Domain States, and as a general 
r u l e the r o y a l t y owners f i n d no o b j e c t i o n . 

The U. S. Geological Survey also requires t h a t a l l owners of 
any i n t e r e s t i n the Unit Area be contacted and t h e i r j o i n d e r 
i n the Un i t requested. 

For the information of those of you not f a m i l i a r w i t h Units 
of t h i s nature, (Federal Exploratory) I might add t h a t a great 
m a j o r i t y of a l l the deeper wildcats i n Southeast New Mexico 

205 Building of iht Southwest 

MIDLAND, TEXAS 79701 

A / C 915 - 633 - 6231 

May 28, 1973 
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are d r i l l e d on u n i t s o f one form or another, and t h e r e a r e 
s e v e r a l o f these E x p l o r a t o r y u n i t s now producing i n South
east New Mexico. Due t o increased d r i l l i n g costs and deeper 
depths p e n e t r a t e d , u n i t s o f t h i s e x p l o r a t o r y type are becoming 
more and more necessary and i t i s d o u b t f u l i f t h e I n i t i a l T e s t 
W e l l mentioned above can be d r i l l e d w i t h o u t u n i t i z a t i o n . 

As a r e s u l t , .we-hereby.request your, j o i n d e r i n t h e : U n i t - . 
Agreement and hereby request t h a t you execute a l l t e n copies 
o f t h e Consent and R a t i f i c a t i o n form b e f o r e a Notary P u b l i c ; 
keeping t h e U n i t Agreement and one copy o f t h e Consent f o r 
your f i l e and r e t u r n i n g nine executed Consents i n t h e envelope 
p r o v i d e d . 

Both husband and w i f e must s i g n even though E x h i b i t "3" shows 
t h e name o f o n l y one p a r t y . I f you are n o t m a r r i e d , please 
s t a t e your m a r i t a l s t a t u s i n the acknowledgment, i . e . , a s i n g l e 
person, a widow, o r widower, e t c . Thank you, and we w i l l 
a p p r e c i a t e your e x e c u t i o n and r e t u r n o f t h e Consents as soon 
as p o s s i b l e . The w e l l i s scheduled t o be d r i l l i n g p r i o r to" 
October 31, 1973. I f you have any q u e s t i o n s , please f e e l f r e e 
t o c a l l c o l l e c t . 

Yours v e r y t r u l y , 

ROBERTS, KOCH & CARTWRIGHT 

Charles E. Koch 

CEK:wc 

Enclosures 



H C 3 S R T S - E N G I N E E R 
3 E. K O C H - L A N D M A N 
C A R T W R I G H T - G E O L O G I S T 

MIDLAND, TKXAS 7 9 7 0 ! 

A/C 915 - 6SJ - 6231 

June 21, 1973 

A l l Royalty Owners 
Deer Canyon Unit Area 

Ra: Deer Canyon Unit Agreement 
Consent & R a t i f i c a t i o n Form 
Sddy county, New Mexico 

On May 28, 1973 we mailed you a l e t t e r i n recra>-d t o t h -
above together w i t h ten copias of Consent and R a t i f i c = r i o -
Form t o be signed before a Notary Public and n i n ~ conie-
returned t o us. To date we have not heard from you nor" 
received the executed Consents. I f you d i d not receive 
these instruments, please advise? otherwise, we w * l l e x ^ c t 
no receive them i n the very near f u t u r e . 

Yours vary t r u l y , 

ROBERTS, KOCH & CARTWRIGHT 

Charles 3. Koch 

CSK:wc 

ac t #13 
M a r u r i c e W. Grundy 3% ORR 
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- - 205 BuilJing of the Southwest 

MIDLAND, TEXAS 79701 

A/C 915 - 6S3 - 6231 
R O S S D. R Q 3 E R T S - E N G I N E E R 
C H A R L E S E. K O C H - L A N D M A N 

JACK C. CARTWRIGHT - GEOLOGIST A u g U S t 2 , 1 9 7 3 

To: A l l Ro y a l t y Cwnars 
Deer Canvon Area 

Dear Canyon U n i t Agreement 
Consent & R a t i f i c a t i o n Form 
Eddy County, New Mexico 

On May 28, 1973 we mailed you a l e t t e r i n regard t o t h e 
above w i t h t e n copies o f Consent and R a t i f i c a t i o n Form 
t o bs signed b e f o r e Notary P u b l i c and nine copies r e t u r n e d . 
To date we have not received these executed Consents and 
i t i s very i m p o r t a n t t h a t they be re t u r n e d a t t h e e a r l i e s t 
p o s s i b l e date so t h a t a l l our paper work be comoleted and 
the w e l l begun. We d i d send a f o l l o w up l e t t e r t o you on 
June 21, 1973 and received r e t u r n r e c e i p t from you. 

Yours very t r u l y , 

R03ERT3, KOCH & CARTWRIGHT 

Charles E. Koch 

CEK:wc 

Tr a c t #13 Marurice w.. Grundy 3% ORR 
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LAND, TEXAS "970 ! 

3 S R T S - H M 3 l i N = £ R 
K O C H - L P . M C : . V A N 

R R I G H T - G E O L O G I S T May 23, 1973 

Re: Deer Canyon Unit: Agreement 
T-20-S, R-21-E 
Eddy County, New Mexico 

To: A l l R o y a l t y Owners 
Deer Canyon U n i t Area 

L a d i a s , Gentlemen: 

On b e h a l f o f Roberts, Koch & C a r t w r i g h t o f Mid l a n d . Texas-
I am e n c l o s i n g t o each o f you owning a r o y a l t y i n t e r e s t o r 
p r o d u c t i o n payment, one copy o f t h e U n i t Agreement and t e n 
cop i e s o f Consent and R a t i f i c a t i o n forms t o t h a U n i t Agree
ment. 

As can be no t e d from S e c t i o n 9 o f t h a Agreement, Roberts, 
Koch and C a r t w r i g h t propose t o d r i l l , o r cause t o be d r i l l e d , 
a w e l l t o a depth s u f f i c i e n t t o p e n e t r a t e t h e upper M i s s i s s 
i p p i a n f o r m a t i o n ( B a r n e t t Shale) a t a depth o f around 3700 
f e e t . T h i s t e s t w i l l be l o c a t e d i n t h e v i c i n i t y o f t h e 
common c o r n e r o f s e c t i o n s 10, 11, 14 and 15,. 

E x h i b i t "A" i s a p l a t o f t h e area, and E x h i b i t "3 U i s a 
schedule o f t h e la n d s and leases w i t h i n t h e area. Your i n 
t e r e s t w i l l appear on E x h i b i t "B u. The form o f U n i t Agree
ment i s p r e s c r i b e d by Federal R e g u l a t i o n s and cannot be chang
ed. ' Thousands o f acres have been u n i t i z e d under t h i s form i n 
a l l t h a Rocky M o u n t a i n - P u b l i c Domain S t a t e s , and as a g e n e r a l 
r u l e t h e r o y a l t y owners f i n d no o b j e c t i o n . 

The U. S- G e o l o g i c a l Survey a l s o r e q u i r e s t h a t a l l owners o f 
any i n t e r e s t i n t h e U n i t Area be co n t a c t e d and t h e i r j o i n d e r 
i n t h e U n i t r e q u e s t e d . 

For t h e i n f o r m a t i o n o f those o f you n o t f a m i l i a r w i t h Units' 
o f t h i s n a t u r e , ( F e d e r a l E x p l o r a t o r y ) I might add t h a t a g r e a t 
m a j o r ! c v o f a l l t h e deeoer 'wildcats i n Southeast: New Mexico 
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June 2 1 , 1973 .1 
. . . ' -\ 

To: AH Royalty Owners 
Beer Canvon Unit Area 

Re: Deer Canyon Unit Agreement 
Consent & R a t i f i c a t i o n Form 
Eddy County, New Mexico • 

On May 23, 1973 we mailed you a l e t t e r i n regard t o t h a • 
above together w i t h ten copies of Consent and R a t i f i c a t i o n 
Form t o ba signed before a Notary Public and nine copies 
r e t u r n e d t o us. To date we have not heard from you nor 
received the executed Consents. I f you d i d net receive 
these instruments please advise: otherwise, we w i l l expact 
t o receive them i n the very near f u t u r e . 

Yours vary t r u l y , 

ROBERTS, KOCH & CARTWRIGHT 

Charles E. Koch 
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A^?U3t 2, 1973. 

A i l Rovai-.- r-..-^ 

— -aa.- Canyon L - i z 
Consent ^ ^ a t i ^ r ; ^ t 

County ^ " T ^ F o ^ 

On May 2S i 27, 

aoova with t ^ . i l 3 a l ^ u a le*-*-«- ̂  ' 

To dat* va -u, -o-ary Public • — ^ ^ ^ o ^ ? C r ^ 

t a « well begun. * U o u r P*per work b a ~ \ «•***•»*•• 

Yours vary t r u l y , ;v 

Charles s. Koch 
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