
CITIES SERVICE OIL AND GAS CORPORATION 
P.O. BOX 1919 MIDLAND, TEXAS 79702 

(9151 685-5600 

February 4, 1986 

TXO Production Corp. 
900 Wilco B u i l d i n g 
Midland, Texas 79701 

A t t e n t i o n : Mr. Steve P i t t s 

RE: Lease L e t t e r Agreement 
R.1675-P 
NW/4 NE/4 Section 14 
T-18-S, R-38-E 
Lea County. New Mexico 
TXO - Taylor "N" Well 

Pursuant to your l e t t e r of January 16, 1986, C i t i e s Service O i l 
and Gas Corporation has reviewed the terms set out i n t h i s l e t t e r 
and our management s t i l l recommends the terms set out i n our 
January 2, 1986 l e t t e r . 

I f the terms set out i n the January 2, 1986 l e t t e r are acceptable 
to you, please advise and I w i l l have the co n t r a c t prepared. 

I f you should have any q u e s t i o n s , f e e l f r e e to contact me at 
685-5765. 

Very t r u l y yours, 

CITIES SERVICE OIL AND GAS CORPORATION 

Danny Ki d w e l l 
DK/gb S t a f f Landman 

TXO PRODUCTION CORP. 
Case No. 8784 

2/5/86 Examiner Hearing 
E x h i b i t No. 2 

A S U B S I D I A R Y O F O C C I D E N T A L P E T R O L E U M C O F P O R A T I O N 

O X Y 

C IT IESM 
S E R V I C E 



RECEIPT FOR CERTIFIED MAIL 

NO INSURANCE COVERAGE PROVIDED 
NOT FOR INTERNATIONAL MAIL 

(See Reverse) 

i 

sent to A t t n : Danny K i d w e l l 
C i t i e s S e r v i c e O i l & Gas 

Street and No. 

P. 0 . Box 1919 
P.O., State and ZIP Code 

M i d l a n d . Texas 7970? 
Postage $ 

Certified Fee 

Special Delivery Fee 

Restricted Delivery Fee 

Return Receipt Showing 
to whom and Date Delivered 

Return receipt showing to whom. 
Date, and Address of Delivery 

TOTAL Postage and Fees $ 

Postmark or Date 

S E N D E R : C o m p l e t e i tems 1 , 2 , 3 and 4 . 

address in the " R E T U R N T O " space o n t he r u t y o u r add i 
•e rs>* ide . I 

' i n g r e t u r n e 

:ard f r t / 
l l p r o y i o ^ 

Fa i l u re t o d o th i s w i l l p reven t t h i s ca 
^ . . .g r e t u r n e d t o y o u . T h e r e t u r n rece ip t fee w i l l pr 

y o u the n a m e o t the person del ivered t o and t he da te o f 
Je t i ve ry . For add i t i ona l fees the f o l l o w i n g services are 
ava i lab le . C o n s u l t oos tmaster t o r fees and check box(es) 

fo r service(s) requested. 

1 . • S h o w t o w h o m , date and address of iJel ivery. 

2 . D R e s t r i c t e d De l i very . 

A r t i c l e Addressed t o : 

Cities Service O i l & Gas 
P. 0. Box 1919 
Midland, Texas ,79702 
Attn: Danny Kidwell 

4 . T y p e of Serv ice : 

• Reg is te red • Insured 
a C e r t i f i e d • C O D 
• Express Mai l 

A r t i c l e N u m b e r 

p 139 239 246 

Always, o b t a i n s i t jnature of addressee or.agent a n d 

D A T E D E L I V E R E D . 



c c 

January 16, 1986 

Cities Service O i l & Gas Corporation 
P. 0. Bos 1919 
Midland, Texas 79702 

Attention: Mr. Danny Kidwell, Staff Landman 

CERTIFIED MAIL 
RE: Well Proposal 

Taylor MN" #1 Well 
NW/4 of NE/4 Section 14 
T-13-S, R-38-E, NMPM 
Lea County, New Mexico 

Dear Hr. Kidwell: 

Ao you know, TXO Production Corp. (TXO) has plans to d r i l l the Taylor 
"N" #1 Well to approximately 4200* or to s u f f i c i e n t l y t e s t the Queen 
Formation. Due to our d r i l l i n g obligations, TXO would l i k e to spud t h i a 
w e l l as soon as possible. 

Please f i n d enclosed another copy of the AFE for t h i s w e l l . We would 
be happy to discuss said AFE or any other concerns you might have toward 
p a r t i c i p a t i n g i n the d r i l l i n g of the Taylor HN" #1 Well. 

A t l a n t i c Richfield Company (ARCO) has agreed to farmout t h e i r leasehold 
interest to TXO. ARCO w i l l deliver a 752 net revenue lease to TXO with the 
option to convert t h e i r l / 8 t h override to a 252 working int e r e s t at payout. 
TXO i s w i l l i n g to o f f e r C i t i e s the same trade that ARCO agreed to. By 
d r i l l i n g and completing a 4200' Queen Test at a location of 660' FNL & 
1980' FEL, Section 14, T-18-S, R-38-K, NMPM, Lea County, New Mexico, TXO 
would earn a lease from Cities of a l l t h e i r r i g h t , t i t l e and intereat i n 
the proration u n i t to 100 feet below the deepest depth d r i l l e d . Cities 
w i l l deliver a 75% nat revenue leaae to TXO with an option, at payout, to 
convert 1/2 of i t s 1/4 royalty to a 25% working i n t e r e s t , proportionately 
reduced. 

I f you would l i k e to aee our geology ofl t h i s p a r t i c u l a r prospect, 
please c a l l me and I w i l l set up a meeting to discuss t h i s natter f u r t h e r . 
I hope we can come to an agreeaent and avoid the compulsory pooling 
hearing. Thank you f o r your cooperation, and I look forward to t a l k i n g 
with you i n tha near future. 

Very t r u l y yours, 

Steve P i t t s 
Landman 

SP/dlt 
Enclosure 



TXO PRODUCTION CORP. 
FORM 24 R«v. 10755 

DISTRICT. 

OPERATED BY 

FIELD 

W e s t T e x a s 

AUTHORITY FOR EXPENDITURE ^ 
DRILLING WELL - TXO AND OUTSIDE OPERATED 

WELL NAMF . T ^ l Q r " N 

Date 12-12-85 

WELL NO. __ 

PREPARED BY. 

Bishop Canyon 
1 ^ / Randy Gate 

LOCATION 
Queen) 

66(T FNL~& 1380' FEL, Sec 14, T-18-S, R - 3 8 - ^ P T H 
4200' 

.SUBMITTED B Y . 
COUNTY 
Randy Cate 

Lea 
DALLAS. 

STATE 
. DISTRICT. 

EXPENDITURE DESCRIPTION QUANTITY DESCRIPTION EST. COST 

DRILLING 
Surface & Intermediate Casinq 3 5 0 ' 8 5 / 8 " 4 , 2 0 0 

Casinqhead 4 , 0 0 0 
Location Work d i r t w o r k , damages, s t a k i n g 15 ,000 
Footaqe/Turnkey Driling 4 2 0 0 ' @ $ 9 . 5 0 7 f t 3 9 , 9 0 0 
Daywork Drilling 1 day @ $ 4 2 0 0 / d a y 4 , 2 0 0 

Riq Support 
Bits 
Supervision 10 davs $ 2 5 0 / d a y 2 ,500 
Drillinq Overhead 
Mud & Chemicals & w t r 6 ,500 
Cementinq Services & Supplies 5 , 0 0 0 
Testinq & Logging 8 , 0 0 0 
Rentals 5 ,000 
Other IDC csg c r e w , t r u c k i n g , e t c . 6 , 0 0 0 
Other Equipment 5 ,000 
Legal 1.000 
Non-Operated Intangible Drilling 

TOTAL DRILLING 106 ,300 
COMPLETION 

Production Casing 4 2 0 0 ' 4 V 1 0 . 5 # ST&C 19 .600 
Tubing 4 2 0 0 ' 2 3 / 8 " J - 5 5 9 . 9 0 0 
Wellhead Equipment 3 . 0 0 0 
Subsurface Equipment 4 . 0 0 0 
Supervision 10 davs S250 /dav 2 . 5 0 0 
Mud & Chemicals & w t r 2 . 0 0 0 
Testinq, Logging & Perforating c o r r e l a t i o n l o g , temp s w , p e r f 6 . 5 0 0 
Stimulation a c i d & sand f r a c 2 6 . 0 0 0 
Completion Overhead 
Rentals 5 . 0 0 0 
Service Rig 10 davs $ 1 4 0 0 / d a v 14 .000 
Cementinq Services & Supplies 8 . 0 0 0 
Other Completion IDC csg c r e w , t r u c k i n g , e t c 5 .000 
Non-Operated Intangible Completion 

TOTAL COMPLETION 105.SOO 
PRODUCTION EQUIPMENT 

Pumpinq Unit/Submersible Pump 160 pmp u n i t 2 1 . 0 0 0 

Enqine & Motor gas e n g i n e 6 . 0 0 0 

Rods 6 . 7 0 0 

Flow Lines ?. ono 
Meters 5 . 0 0 0 

Installation/Overhead 3 . 0 0 0 

Storaoe 2 -210 o i l . 1-210 w t r 7 . SOO 

Separation & Treatino s e p a r a t o r & HT s. ono 
Other Equipment s.non 

TOTAL PRODUCTION EQUIPMENT 6 3 , 7 0 0 

TOTAL 2 7 5 , 5 0 0 

OWNER'S NAME AND ADDRESS 
(New Addresses Only) 

C i t i e s Service O i l & Gas 
Corpora t ion 

BILLING 
INTEREST 

(7 Decimals) 

.1666667 

DATE 
APPROVED 

APPROVED: (this space 

CITIES SERVICE OIL & 

By: 

for approval only) 

GAS CORPORATION 

T i t l e : 

Company No AFE Type No. 

AFE No. Property No. . 

ACQ. Name/Code: 

;>~» versa toe AcXIrth-tr.ai ftory.mq inform! O-wners 
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CITIES SERVICE OIL AND GAS CORPORATION 
P.O. BOX 1919 M I D L A N D , TEXAS 79702 

(9115) 685-5600 

January 8, 1985 

TXO Production Corp. 
900 Wilco Building 
Midland, Texas 79701 

Attention: Mr. Steve P i t t s 

RE: Lease Letter Agreement 
R-1675-P 
NW/4 NE/4 Section 14 
T-18-S, R-38-E 
Lea County. New Mexico 
TXO - Taylor "N" Well 

Pursuant to your l e t t e r of January 3, 1986, Cit i e s Service O i l 
and Gas Corporation has reviewed the terms set out i n t h i s l e t t e r 
and our management s t i l l recommends the terms set out i n our 
January 2, 1986 l e t t e r . 

I f the terms set out i n the January 2, 1986 l e t t e r are acceptable 
to you, please advise and I w i l l have the contract prepared. 

I f you should have any questions, f e e l free to contact me at 
685-5765. 

Very t r u l y yours, 

CITIES SERVICE OIL AND GAS CORPORATION 

DK/gb Sta f f Landman 

A SUBSIDIARY OF OCCIDENTAL PETROLEUM COFlPORATION 



c 
OXY 

^•CITIES^ 
2SB5ERVICE 

TXO Production Corp. 
900 Wilco Building 
Midland, Texas 79701 

C 

CITIES SERVICE OIL AND GAS CORPORATION 
P.O. BOX 1919 M I D L A N D , TEXAS 79702 

(915) 685-5600 

January 2, 1986 

(A 

JAM 6 

Attention: Mr. Steve P i t t s 

RE: Lease Letter Agreement 
R-1675-P 
NW/4 NE/4 Section 14 
T-18-S, R-38-E 
Lea County. New Mexico 
TXO - Taylor "N" Well 

Gentlemen: 

Pursuant t o your l e t t e r dated November 5, 1985, Citi e s Service 
O i l and Gas Corporation, subject to f i n a l Management approval, 
agrees to grant you a farmout of our 1/6 mineral in t e r e s t covering 
the referenced acreage on the following terms: 

1. TXO Production Corp. w i l l commence a 4,200-foot Queen test 
at a legal location on the referenced acreage on or before 
February 15, 1986. 

2. Upon completion of the t e s t w e l l as a producer, C i t i e s 
Service O i l and Gas Corporation w i l l grant you an O i l and 
Gas Lease on the referenced acreage. The lease s h a l l 
reserve Ci t i e s Service the lesser of a l l r i g h t s from 100-feet 
below t o t a l depth d r i l l e d i n the te s t w e l l , or the base of 
the Queen formation, whichever the lesser, and a 25% of 8/8 
royalty i n t e r e s t proportionately reduced i n a l l o i l and gas 
produced thereunder to payout with the option to convert 1/8 
of 8/8 to a 33-1/3% working i n t e r e s t a f t e r payout of such 
w e l l . 

I f the above terms meet with your approval, sign one (1) copy of 
th i s l e t t e r i n the space provided below and return to my atte n t i o n 
by February 1 , 1986 . Upon receipt of your acceptance, I w i l l 
have Tulsa prepare a formal agreement which w i l l supersede 
t h i s l e t t e r . Your f a i l u r e to accept the formal agreement s h a l l 
terminate t h i s l e t t e r . 

A S U B S I D I A R Y O F O C C I D E N T A L P E T R O L E U M C O F I P O R A T I O N 



c c 
TXO Production Corp. -2- Lease Letter Agreement 

Lea County, New Mexico 

I f you have questions, please f e e l free to contact me at 685-5765 

Very t r u l y yours, 

CITIES SERVICE OIL AND GAS CORPORATION 

Danny Kidwell 
DK/gb Staff Landman 

Agreed to and accepted t h i s day of January, 1986. 

TXO PRODUCTION CORP. 

By. 
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RECEIPT FOR CERTIFIED MAIL 

NO INSURANCE COVERAGE PROVIDED 
\ 0 T FOR INTERNATIONAL MAIL 

(See Reverse) 

Cities Service ' " ^as 

Street and No. 
P. O. Box 1919 

P.O., State and ZIP Code 
Mid land , T P ^ S 79702 

Postage 

Cer t i f ied Fee 

Spec ia l Del ivery Fee 

Rest r ic ted Del ivery Fee 

Return Receipt S h o w i n g 
to w h o m and Date Del ivered 

Return receipt showing to whom. 
Date, and Address ot Del ivery 

TOTAL Pos tage and Fees 

Pos tmark or Date 

9 S E N D E R : C o m p l e t e i tems 1 , 2 , 3 and 4 . 

P u t y o u r address in t he " R f - R N T O " space on the 
re-Serse s ide. F a i l u r e t o d o I yill p revent th is ca rd i r 'pm 
b e i n g r e t u r n e d t o y o u . TheVfc .u rn receipt fee ^vilt p rou jde 
y o u the n a m e of t he person de l i vered t o and t he date cyf 
d e l i v e r y . Fo r a d d i t i o n a l fees t h e f o l l o w i n g services a re ; 

ava i lab le . C o n s u l t pos tmas te r f o r fees and check box(es) 
f o r service(s) reques ted . 

1 . a S h o w t o w h o m , da le and address of de l i ve ry . 

2 . D R e s t r i c t e d De l i very . 

Proposal -Taylor " N " #1 Wel l 
3 . A r t i c l e Addressed t o : 

Cities Service O i l &, Gas Corp. 
P. 0. Box 1919 
Midland, Texas 79702 ' ̂. . > 
Attn: Danny Kidwell f.) / ' . 

4 . T y p e o t Serv ice : 

• Reg is te red • Insured 
S C e r t i f i e d • C O D 
• E x p , ess Matt 

A r t i c l e N u m b e r 

P 139-239 247 

RETURN RECEIl '̂ REOIJESTEi) 
A l w a y s o b t a i n s igna tu re of addresseejor_eggn/ and 
D A T E D E L I V E R E D . 

8. Addressee s Address (ONL Y if requested and fee paid) 
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January 3, 1986 

Cities Service O i l & Gas Corporation 
?. 0. Box 1919 
Midland, Texas 79702 

Attention: Hr. Danny Kidwell 
CERTIFIED MAIL 

REi Well Proposal 
Taylor **HH #1 Well 
NW/4 of NE/4 Section 14 
T-13-S, R-38-E, HMPM 
Lea County, New Kexico 

Dear Mr. Kidwell: 

Iu accordance with our telephone conversation of January 2, 1936, and my 
l e t t e r of December 11, 1985, TXO would ba w i l l i n g to f a r a i n your int e r e s t 
on the following terms: 

1. By d r i l l i n g a 4200* Queen Test at a location 660 feet from the Horth 
l i n e and 1980 feet froa the East l i n e , Section 14, T-1S-S, R-3S-E, Lea 
County, New Mexico, TXO would would earn a lease from you of a l l your 
r i g h t , t i t l e and interest i n tha proration u n i t on said acreage to 100 
feet below the deepest depth d r i l l e d . 

2. Cities Service w i l l daliver a 75% net revenue lease to TXO with an 
option, at payout, to convert 1/2 of i t s 25% of 8/8 royalty i n t e r e s t to 
a 25% working i n t e r e s t , proportionately reduced. 

TXO has already acquired a Faraout on t h i s acreage w i t h the Farmer 
delivering a 75% net revenue lease with an option at payout to convert i t s 
overriding interest to a 25% working i n t e r e s t , proportionately reduced. 

As an alternative to farming-out your i n t e r e s t , C i t i e s aay j o i n i n the 
d r i l l i n g of the Taylor "N" #1 Well. I f you would l i k e to participate i n 
the d r i l l i n g of aaid w e l l , please sign one copy of the enclosed AFE and 
return i t to the att e n t i o n of the undersigned at the letterhead address. 

I f you elect to j o i n i n the d r i l l i n g of t h i a w e l l , or a l t e r n a t i v e l y , lease 
under the aforementioned lease terras, please advise and I w i l l prepare the 
respective agreements and forward them f o r your execution as soon as 
possible. 

Thank you. Should you have any further questions, please do not hesitate 
tc c a l l tae at 682-7992. 

Very t r u l y yours. 

Steve P i t t s 
Landman 

SP/dlt 
Enclosure 



TXO PRODUCTION CORP. 
FORM 24 R«v. 10/aS 

r r AUTHORITY FOR EXPENDITURE 
DRILLING WELL - TXO AND OUTSIDE OPERATED Date 12-12-85 

DISTRICT. 
West Texas WELL NAME. 

_ A A n > W I T 
OPERATED BY . LOCATION 6 6 0 W L ' 
R E L D Bishop Canyon (Queen) 

T a y l o r " N " W F , , M n 1 
& 1980' FEL, Sec 14, T-18-S, , R - 3 8 - f i P P T H 4^UU' 

Lea CTATC U H 

pppp.ncn ov X Randy uate s t J R M I T r E D RY' 
COUNTY 
Randy Cate DALLAS. 

STATE 
. DISTRICT. 

EXPENDITURE DESCRIPTION QUANTITY DESCRIPTION EST. COST 
DRILLING 

Surface & Intermediate Casing \ 3 5 0 ' 8 5 / 8 " 4 , 2 0 0 

Casinghead 4 , 0 0 0 
Location Work d i r t w o r k , damages, s t a k i n g 1 5 , 0 0 0 
Footaqe/Turnkey Driling 4 2 0 0 ' @ $ 9 . 5 0 / f t 3 9 , 9 0 0 
Davwork Drillinq 1 day @ $ 4 2 0 0 / d a y 4 , 2 0 0 
Riq Support 
Bits 
Supervision 10 davs $ 2 5 0 / d a V 

2 , 5 0 0 
Drillinq Overhead 
Mud & Chemicals & w t r 6 ,500 
Cementinq Services & Supplies 5 , 0 0 0 
Testinq & Logging 8 , 0 0 0 
Rentals 5 , 0 0 0 
Other IDC csg c r e w , t r u c k i n g , e t c . 6 , 0 0 0 
Other Equipment 5 ,000 
Leaal 1,000 
Non-Operated Intangible Drilling 

TOTAL DRILLING 106 .300 
COMPLETION 

Production Casing 4 2 0 0 ' 4 V 10 .5# ST&C 19 .600 
Tubinq 4 2 0 0 ' 2 3 / 8 " J - 5 5 9 . 9 0 0 
Wellhead Equipment 3 .000 
Subsurface Equipment 4 . 0 0 0 
Supervision 10 davs $ 2 5 0 / d a v 2 . 5 0 0 
Mud & Chemicals & w t r 2 . 0 0 0 
Testing, Logging & Perforating c o r r e l a t i o n l o g , temp s w , p e r f 6 . 5 0 0 
Stimulation a c i d & sand f r a c 2 6 . 0 0 0 
Completion Overhead 
Rentals 5 . 0 0 0 
Service Riq 10 davs $ 1 4 0 0 / d a v 14 .000 
Cementinq Services & Supplies 8 . 0 0 0 
Other Completion IDC cse c r e w , t r u c k i n a . e t c 5 .000 
Non-Operated Intangible Completion 

TOTAL COMPLETION 105 .500 
PRODUCTION EQUIPMENT 

PumDinq Unit/Submersible Pump 160 pmp u n i t 2 1 . 0 0 0 
Engine & Motor eas e n g i n e 6 .000 
Rods 6 . 2 0 0 
Flow Lines 2 . 0 0 0 
Meters 5 .000 
Installation/Overhead 3 .000 
Storaae 2 -210 o i l . 1-210 w t r 7 . 5 0 0 
Separation & Treatina s e p a r a t o r & HT 8 , 0 0 0 
Other Equipment 5 .000 

TOTAL PRODUCTION EQUIPMENT 6 3 , 7 0 0 

TOTAL 2 7 5 , 5 0 0 

OWNER'S NAME AND ADDRESS 
(New Addresses Only) 

C i t i e s Service O i l & Gas 
Corpora t ion 

BILLING 
INTEREST 

(7 Decimals) 

.1666667 

DATE 
APPROVED 

APPROVED: (this space for approval only) 

CITIES SERVICE OIL & GAS CORPORATION 

By: 

T i t l e : 

Company No. . AFE Typ8 No. 
AFE No. Property No. . 

Acq. NameyCode: 
U'm AnvnrsQ l>Kya tor AotlriH-inni rtn-rxmq interest Owrwrs 
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VECEIPT FOR CERTIFIED MAIL 

J 

Put your Jddress in the "Rj 
reveres side. Failure to do 
being returned to you. The 

Complete items 1,2,3 and 4 
RN TO" space on the 
/ill prevent this card from 
rn receipt fen will provide 

you the name of the person delivered to and the date of 
delivery. For additional fees the following «irv ices are 
available. Consult postmaster for fees and check box(es) 
for servicsU) requested. 

• Show to whom, data and address of delivery. 

2. • Restricted Delivery. 

3. Article Addressed to: 

C i t i e s Service O i l & Gas Corp. 
Attn: Mr. Danny Kidwell 
P. O. Box 1919 
Midland, Texas 79702 

4. Type of Service: 

8 Registered • Insured 
Certified • COD 

• Express Mail 



December 11, 1985 

Cities Service Oil & Gas Corporation 
P. 0. Box 1919 
Midland, Texas 79702 

Attention: Mr. Danny Kidwell 

Ret Well Proposal 
Taylor "N* #1 Well 
SW/4 NE/4 Section 14, 
T-18-S, R-38-E 
Lea County, Hew Mexico 

Dear Mr. Kidwell: 

In accordance with TXO's previous correspondence regarding, among other 
lands, the captioned acreage in Lea County, TXO Production Corp. hereby 
proposes the d r i l l i n g of the Taylor "N" #1 Well. Said well i s a 4200* Queen 
test, at a location 660' FNL & 1980' FEL Section 14, T-18-S, R-38-E, Lea 
County, New Mexico. Enclosed please find two copies of our Authority for 
Expenditure (AFE) for the d r i l l i n g of this well. 

At this tirae, TXO seeks your election to joi n in the well. I f you would 
like to participate in the d r i l l i n g of said well, please sign one copy of. 
the AFE and return i t to the attention of the undersigned at the letterhead 
address. 

As an alternative to joining in this well, TXO would be wi l l i n g to farrain 
your interest on the following terras: 

1. By d r i l l i n g a well at the above referenced legal location to teat the 
Queen formation, TXO would earn a Lease from you of a l l your right,, 
t i t l e , and interest in the proration unit on said acreaqe to 100" 
below the deepest depth d r i l l e d . 

2. Cities Service w i l l deliver a 75% net revenue Lease to TXO with an 
option at payout to convert i t s royalty interest to a 25% working 
interest, proportionately reduced. 

I f you elect to join in the d r i l l i n g of this well or alternatively, lease 
under the aforementioned lease terms, please advise and the respective 
agreements w i l l be prepared and forwarded for your execution. TXO would be 
appreciative of an answer as soon as possible. 

Due to TXO's r i g schedule and d r i l l i n g obligations, TXO has f i l e d a 
compulsory pooling application with the New Mexico Oil Conservation 



f c 
December 11, 1985 
Cities Service Oil & Gas Corporation 
Page two 

Coram is ion to include a l l uncommitted interest in the proration unit of the 
Taylor "K" #1 well. TXO regrets the necessity of including your interest 
in the compulsory pooling application; but, i t i s necessary due to the 
above noted circumstances. 

Should you need any additional information regarding this proposal, please 
do not hesitate to contact ae at the above address or call 682-7992. 

Very truly yours. 

Steve Pitts 
Landman 

SP/dp 
Enclosure 



TXO PRODUCTION CORP. 
FORM 24 R«v. 10/85 

DISTRICT. 
OPERATED BY 
FIELD 

West Texas 
1 X 0 LOCATION 

Bishop Canyon (Queen) 
|^ / Randy Cate PREPARED BY. 

( ( 

AUTHORITY FOR EXPENDITURE 
DRILLING WELL - TXO AND OUTSIDE OPERATED 

WELL NAMF ^ } o r " N 

f\A<"> ' T7MT T 1 Q S ( 1 • T 7 T T T 

Date 12-12-85 

WELL NO. _ . 
660' FNL~ 1980' FEL, Sec 14, f -18-S, R-38- f i P = , T H T71W 

SUBMITTED BY 
COUNTY 
Randy Cate 

Lea 

DALLAS. 
STATE _ 

. DISTRICT. 

NM 

EXPENDITURE DESCRIPTION QUANTITY DESCRIPTION EST. COST 

DRILLING 
Surface & Intermediate Casing 3 5 0 ' 8 5 / 8 " 4 , 2 0 0 

Casinghead 4 , 0 0 0 
Location Work d i r t w o r k , damages, s t a k i n g 15 ,000 
Footage/Turnkey Driling 4 2 0 0 ' @ $ 9 . 5 0 / f t 39 ,900 
Daywork Drilling 1 day @ $ 4 2 0 0 / d a y 4 , 2 0 0 
Riq Support 
Bits 
Supervision 10 days $ 2 5 0 / d a y 2 , 5 0 0 
Drillinq Overhead 
Mud & Chemicals & w t r 6 , 500 
Cementing Services & Supplies 5 , 0 0 0 
Testinq & Logging 8 , 0 0 0 
Rentals 5 , 0 0 0 
Other IDC csg c r e w , t r u c k i n g , e t c . 6 , 000 
Other Equipment 5 , 0 0 0 
Legal 1.000 
Non-Operated Intangible Drillinq 

TOTAL DRILLING 106 .300 
COMPLETION 

Production Casing 4200" 4%" 10 .5# ST&C 19 .600 
Tubing 4 2 0 0 ' 2 3 / 8 " J - 5 5 9 .900 
Wellhead Equipment 3 .000 
Subsurface Equipment 4 . 0 0 0 
Supervision 10 davs $ 2 5 0 / d a v 2 . 5 0 0 
Mud & Chemicals & w t r 2 . 0 0 0 
Testing, Logging & Perforating c o r r e l a t i o n l o g , temp s v y , p e r f 6 . 5 0 0 
Stimulation a c i d & sand f r a c 2 6 . 0 0 0 
Completion Overhead 
Rentals 5 . 0 0 0 
Service Rig 10 days $ 1 4 0 0 / d a v 14 .000 
Cementing Services & Supplies 8 . 0 0 0 
Other Completion IDC csg c r e w , t r u c k i n g , e t c 5 .000 
Non-Operated Intangible Completion 

TOTAL COMPLETION 105 .500 
PRODUCTION EQUIPMENT 

Pumpinq Unit/Submersible Pump 160 Dmp u n i t 21 .000 
Enaine & Motor gas e n g i n e 6 ,000 
Rods 6 .200 
Flow Lines 2 r 0 0 0 
Meters 5 .000 
Installation/Overhead 3 ,000 
Storaoe 2 -210 o i l . 1-210 w t r 7 r 5 0 n 
Separation & Treating s e p a r a t o r & HT K,nnn 
Other Equipment s, nnn 

TOTAL PRODUCTION EQUIPMENT 6 3 , 7 0 0 

TOTAL 2 7 5 , 5 0 0 

OWNER'S NAME AND ADDRESS 
(New Addresses Only) 

C i t i e s S e r v i c e O i l & Gas 
C o r p o r a t i o n 

BILLING 
INTEREST 

(7 Decimals) 

.1666667 

DATE 
APPROVED 

APPROVED: (this space for approval only) 

C I T I E S SERVICE O I L & GAS CORPORATION 

B y : 

T i t l e : 

Company No AFE Typo No. 
AFE No. Property No. . 
Acq. Name/Code: 

Wm Rrverse Sttfe tor Artomonet Wnrkmq Interest Owners 
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3 S B S E R V I C E 

CITIES SERVICE OIL A N D GAS CORPORATION 
P.O. BOX 1919 MIDLAND, TEXAS 79702 

;915) 685-5600 

November 13, 1985 

TXO Production Corp. 
900 Wilco Building 
Midland, Texas 79701 

Attention: Mr. Vance Hodge 

Re: Lease Letter Agreement 
R-1675-P 
Section 14: E/2, E/2 W/2 
T-18-S, R-38-E, N.M.P.M. 
Lea County, New Mexico 
TXO - Taylor "N" Well 

Gentlemen: 

Pursuant to your letter dated November 5, 1985, Cities Service Oil and Gas 
Corporation, subject to final Management approval, agrees to grant you a 
farmout of our 1/6 mineral interest covering the referenced acreage on the 
following terms: 

1. TXO Production Corp. will commence a 4,200-foot Queen 
test at a legal location of their choice on the refer
enced acreage on or before February 15, 1986. 

2. Upon completion of the i n i t i a l test well as a producer, 
Cities Service Oil and Gas Corporation will grant you 
an Oil and Gas Lease on the minimum proration unit as 
designated by the New Mexico Oil Conservation Commis
sion. The lease shall reserve Cities Service the 
lesser of all rights from 100 feet below Total Depth 
drilled in the i n i t i a l test well, or the Base of the 
Queen formation, and a 25% of 8/8 royalty interest 
proportionately reduced in all oil and gas produced 
thereunder to payout with the option to convert 1/8 of 
8/8 to a 33-1/3% working interest after payout of such 
well. In addition, you will receive successive 120-day 
options to d r i l l additional wells and earn an Oil and 
Gas Lease on the respective proration units, until said 
lands shall be developed to the maximum density permitted 
by the New Mexico Oil Conservation Commission. 

A SUBSIDIARY OF OCCIDENTAL PETROLEUM CORPORATION 
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TXO Production Corp. -2- November 13, 1985 
Attn: Mr. Vance Hodge 

If the above terms meet with your approval, sign one (1) copy of this 
letter in the space provided below and return to my attention. Upon 
receipt of your acceptance, I will have Tulsa prepare a formal agree
ment which will supersede this letter. Your failure to accept the 
formal agreement shall terminate this letter. 

I f you have any questions, please feel free to contact me at 685-5765. 

Yours very truly, 

CITIES SERVICE OIL AND GAS CORPORATION 

Danny Kidwell 
Senior Landman 

DK:eh 

AGREED TO AND ACCEPTED 
This day of , 1985. 

TXO PRODUCTION CORP. 

By 
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.TXO PRODUCTION CORP. 

9 0 0 W I L C O B U I L D I N G 

M I D L A N D . T E X A S 7 9 7 0 1 

915 6 8 2 - 7 9 9 2 

November 5, 1985 

Cities Service Oil & Gas Corp. 
P. 0. Box 1919 
Midland, TX 79702 

Attn: Danny Kidwell 

Re: Section 14, E/2, E/2 W/2, 
T-18-S, R-38-E, N.M.P.M. 
Lea County, New Mexico 

Dear Mr. Kidwel1: 

As per our telephone conversation on October 31, 1985, please be advised that 
TXO Production Corp. would be interested in taking a farmout on the above cap
tioned acreage. TXO would be agreeable to farmin on the following terms: 

1. Within one hundred and eighty (180) days after execution of a mutually 
acceptable agreement, TXO would commence the actual drilling of a 4200' 
Queen test at a location of TXO's choice. 

2. Cities will deliver a 75% net revenue lease to TXO with an option at payout 
to convert its royalty interest to a 25% working interest, proportionately 
reduced. 

3. TXO will be entitiled to a one hundred and twenty (120) days continuous 
development program. 

4. Cities would agree to furnish TXO with whatever t i t l e information i t has in 
its files in connection with this property. 

This offer is subject to a mutually acceptable agreement and TXO management 
approval. 

Attached here please find your letter dated April 26, 1985 for reference. Your 
consideration of this request at your earliest convenience is greatly 
appreci ated. 

Very truly yours, 

Vance Hodge 
Petroleum Landman 

VH/sf 
Enclosure 
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S E R V I C E 

CITIES SERVICE OIL AND GAS CORPORATION 
P.O. BOX 1919 MIDLAND, TEXAS 79702 

(915] 685-5600 

April 26, 1985 

TXO Production Corp. 
900 Wilco Building 
Midland, Texas 79701 

Attention: Mr. Vance Hodge 

Re: Lease Letter Agreement 
R-1675-P 
Section 14: E/2, E/2 W/2 
T-18-S, R-38-E, N.M.P.M. 
Lea County, New Mexico 
TXO - Taylor "N" Well 

Gentlemen: 

Pursuant to your letter dated January 24, 1985, Cities Service Oil and 
Gas Corporation, subject to final Management approval, agrees to grant 
you a farmout of our 1/6 mineral interest covering the referenced acre
age on the following terms: 

1. TXO Production Corp. will commence a 4,200-foot Queen 
test at a location 660' FNL and 1980' FEL of Section 
14, T-18-S, R-38-E, N.M.P.M. on or before July 30, 1985. 

2. Upon completion of the i n i t i a l test well as a producer, 
Cities Service Oil and Gas Corporation will grant you 
an Oil and Gas Lease on the minimum proration unit as 
designated by the New Mexico Oil Conservation Commis
sion. The lease shall reserve Cities Service, the 
lesser of, all rights from 100 feet below Total Depth 
drilled in the i n i t i a l test well or the Base of the 
Queen formation, and a 25% of 8/8 royalty interest 
proportionately reduced, in all oil and gas produced 
thereunder to payout with the option to convert 1/8 of 
8/8 to a 33-1/3% working interest after payout of such 
well. In addition, you will receive successive 120-day 
options to d r i l l additional wells and earn an Oil and 
Gas Lease on the respective proration units, until said 
lands shall be developed to the maximum density permit
ted by the New Mexico Oil Conservation Commission. 

A SUBSIDIARY OF OCCIDENTAL PETROLEUM CORPORATION 
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TXO Production Corp. - 2 - April 26, 1985 
Attn: Mr. Vance Hodge 

If the above terms meet with your approval, sign one (1) copy of this 
letter in the space provided below and return to my attention. Upon 
receipt of your acceptance, I will have Tulsa prepare a formal agree
ment which will supersede this letter. Your failure to accept the 
formal agreement shall terminate this letter. 

If you have any questions, please feel free to contact me at 685-5765. 

Yours very truly, 

CITIES SERVICE OIL AND GAS CORPORATION 

Danny Kidwell 
Senior Landman 

DK:eh 

AGREED TO AND ACCEPTED 

This _____ day of _, 1985 

TXO PRODUCTION CORP. 

By 
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TXO P R O D U C T I O N C O R P . 

9O0 WILCO BUILDING 

MIDLAND. TEXAS 7 9 7 0 1 
9 1 5 / 6 8 2 - 7 9 9 2 

April 10, 1985 

Cities Service Oil & Gas Corp. 
P. 0. Box 1919 
Midland, TX 79702 

Attn: Danny Kidwell 

Re: West 3/4 Section 14, T-18-S, R-38-E, 
Lea County, New Mexico 

Dear Danny: 

Per our telephone conversation on Apr i l 10, 1985, enclosed please f i nd an AFE 
concerning the above captioned acreage. 

I hope th i s expedites matters. I look forward to hearing from you at your 
e a r l i e s t convenience. 

Very t r u l y yours, 

Vance Hodge 
Landman 

VH/sf 
Enclosure 



TXO PRODUCTION COflP 
rOnW 24 Rev 3 31 

( 

District West Texas 

AUTHORITY FOR EXPENDITUR 
DRILLING WELL 

T a y l o r 

r Date. 
4-1C-P5 Co. Cc 

Well Name. 

660' FNL & 1980* FEL, Sec 14, T-18-S, R-38-E 
Weil Location . 

FIPIH Bishop Canyon (Queen) 

Preoared By 

County. Lea 

. Weli N o . _ . 

. Depth 

. State 

4 2 0 0 ' 

MM 

''Mark Weideman Submitted By: Dallas. .D is t r ic t . 

C A T . 
N A T U R E O F E X P E N D I T U R E Q U A N T I T Y 

E S T I M A T E D COST : 

N O . N A T U R E O F E X P E N D I T U R E Q U A N T I T Y 
C A S H M A T . L O N H A N D T O T A L I 

D R I L L I N G 

01 Casing 3 5 0 ' - 8 5 / 8 " 7 5 0 0 7 I50O 

02 Casinghead 3 5 0 0 3 5 0 0 

03 
j 

Location, Road & Dirt Work d a m a g e s & s t a k e 15 000s 15 OOO 

04 Drilling - Footage/Turnkey i 
05 Drilling - Davwork 8 d a y s @ $ 4 2 0 0 33 6 0 0 : 33 6 0 0 

i 06 
I 

Drilling • Rig Support 10 0 0 0 ! 10 0 0 0 

! 07 Bits 1 - 1 2 V 1 -7 7 / 8 " 5 0001 j 5 iOOO: 

03 Supervision 9 d a y s @ $ 2 5 0 2 2 5 0 I 2 250^ 

09 Overhead 
i. ; 
i' 

i 10 Mud & Chemicals & w a t e r 15 ' 0 0 0 i 1 15 ! 0 0 0 : 

' "i 1 Cementing Services & Supplies & c s g c r e w 5 0 0 0 5 000 . 
i 

• 12 
i 

" Testing & Logging & m u d i o g g e r 12 0 0 0 12 0 0 0 ' 
13 Rentals 5 0 0 0 5 ooo1 

14 Other IDC f e n c e & l i n e p i t s , w e l d e r 3 0 0 0 , 3 | 0 0 0 i 

15 Other Equipment 3 IOOO, ! 3 0 0 0 
i | j 

TOTAL DRILL ING 119 8 5 0 119 IS50i 

COMPLETION I I 
17 Casing 4 2 0 0 ' 4 % " . 22 0 0 0 22 0 0 0 ' 

18 Tubing 4 2 0 0 ' 2 3 / 8 " 12 0 0 0 

• 
12 0 0 0 ' 

19 Wellhead 3 0 0 0 
1 

1 3 ooo1 

20 Subsurface Equipment 4 0 0 0 1 
1 

4 l 0 0 0 : 

! 21 Supervision 7 d a y s @ $ 2 5 0 1 750 1 
1 

750 1 

I 
22 

Mud-& Chemicals & KCL w a t e r ! 2 5 0 0 2 5 0 0 1 

23 Testing, Logging & Perforating I 3 0 0 0 i 3 0 0 0 

24 Stimulation j 3 0 0 0 0 
j 

3 0 0 0 0 

! 25 Overhead j i 

| 26 Rentals t e s t t a n k , BOP, k i l l t r u c k , e c t . i 5 0 0 0 
-

5 0 0 0 : 

i 27 Service Rig 7 d a y s @ $ 1 4 0 0 ! 8 4 0 0 ! 1 8 4 0 0 

| 2 8 Cementing Services & Supplies & c s g c r e w j 8 0 0 0 8 0 0 0 

: 29 Other IDC 5 0 0 0 5 ! 0 0 0 
1 " T O T A L COMPLETION 1 0 4 6 5 0 104 6 5 0 

PRODUCTION EQUIPMENT 

• ! • 32 Pumping Unit j 25 0 0 0 25 0 0 0 
33 Engine & Motor 6 iOOO 6 i 0 0 0 
34 Rods 6 5 0 0 6 5 0 0 

1 35 Flow Lines 2 0 0 0 2 0 0 0 

! 36 Meters 3 j 0 0 0 3 0 0 0 ! 

! 37 Installation j 1 5 0 0 1 "500 

38 Storage 12 0 0 0 12 0 0 0 

' 39 Separation & Treating 15 0 0 0 15 0 0 0 

i 40 Other Equipment | 5 0 0 0 5 0 0 0 : 

TOTAL PRODUCTION EQUIPMENT | j 76 0 0 0 76 000 ; 

i - TOTALS 3 0 0 : 5 0 0 ! 3 0 0 500 ; 

Wl OWNER NAME 
BILLING INT 
(7 decimals) 

DATE 
APPROVED 

APPROVED: (this space for approval oniy) 
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January 24, 1985 

Cities Service Oil Company 
P. 0. Box 1919 
Midland, Texas 79702 

Attn: Danny Kidwell 

Re: Lease Proposal 
Section 14: E/2, E/2W/2 
T-18-S, R-38-E, 
Lea County, New Mexico 

Gentlemen: 

TXO Production Corp. respectfully requests a lease/farmout of your mineral 
interest in the above referenced tract. TXO would be agreeable to 
lease/farmin on the following terms: 

1. Within 180 days after execution of a mutually acceptable agreement, 
TXO would commence the actual drilling of a 4200 foot Queen test at a 
location of TXO's choice. 

2. Cities Service will deliver a 75% net revenue lease to TXO with an 
option at payout to convert its royalty interest to a 25% working 
interest, proportionately reduced. 

3. TXO will be entitled to a 120 day continuous development program. 

4. Cities Service would agree to furnish TXO with whatever t i t l e 
information i t has 1n its files 1n connection with this property. 

This offer is subject to a mutually acceptable agreement and TXO management 
approval. 

Your consideration of this request at your earliest convenience Is greatly 
appreciated. 

Very truly yours, 

JB/dp 

Jeff Bourgeois 
Landman 


