
TERRY Ml WELL CHRONOLOGY 

! 1/4/96 Sent offer letter to Liberty Trust Company, Trustee for the benefit of the 
Montgomery/Walker 1970 Trust 

Letter was returned. Looked up home phone number of W M Furman, who signed prior 
lease as President of Liberty Trust Company Mrs. Furman answered phone and said she 
would contact her husband and call back 

1 1/21/96 Mrs. Furman called back to give the name of new Trustee 

I 2/9/96 Called Mrs Furman She said a new Trustee was being appointed in a 
week to 10 days 

Mrs Furman left message to contact John E Patterson, Jr, an attorney 

Contact Mr Patterson. He advised us that Mr. Furman was in a federal penitentiary in 
Colorado 

Mr Patterson called back with particulars as to leasing 

1/29/97 Called Mr. Patterson about lease. He advised that they were attempting to 
get a new Trustee appointed. 

Several phone contacts made with no new information. 

4/28/97 Called Mr. Patterson. He suggested that we contact Mrs. Furman. Called 
Mrs. Furman, and she advised that she and Mr. Patterson would contact 
our office the following week. 

5/28/97 Called Mr. Patterson and advised that he would try to complete next week. 

6/17/97 Called Mr. Patterson, and he advised us that he was trying to get the 
necessary paperwork to someone in Odessa to finalize. 

7/26/97 Called Mr. Patterson. Left message. 
7/30/97 Called Mr. Patterson. Left message 
7/3 1/97 Called Mr. Patterson. Left message. 
8/4/97 Called Mr. Patterson Left message 
8/5/97 Called Mr Patterson Left message 
8/7/97 Called Mr Patterson. He advised the process of appointing a new Trustee 

no complete Ask that we call back in 2 weeks 

8/25/97 Called Mr Patterson. Left message 
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9/10/97 Contacted Mr. Patterson He advised nothing done at this time He advised 
that he had no time table for new Trustee to be appointed 

10/1/97 Sent letter to Thomas Kellahin requesting that Compulsory Pooling 
procedures be commenced on the SW/4 NE/4 Section 24, T-20-S, R-3 8-E, 
Lea County, New Mexico 

10/10/97 Sent AFE and Operating Agreement to Yates Petroleum Corporation 
proposing the Terry #1 well 

10/15/97 Sent AFE and Operating /Agreement to Liberty Trust Company proposing 
the Terry #1 well. Advised of Compulsory Pooling date of November 6, 
1997 

10/30/97 Contacted Mr. Patterson about hearing. He advised that he had received all 
letters and notice for Pooling hearing He advised that they were not able 
to do anything at this time 

compool 



JAMES H. SHAW 
2501 Cimmaron , '~//--

Midland, Texas 79705 .'',7 
915-684-5346 '' ' 

November 4, 1996 

Liberty Truest Company, 
Trustee for Benefit of 
Montgomery/Walker Trust ,••'•/• - ,• • /, / . 
P. 0. Box 7159 " ' y J j f / ^ ; ' '" • ' '' 
Odessa, Texas 79760 s • — ' « ./- . ( / '.." - / j - ' ." " 

- l L [ A ' Re': '0*fl and Gas {eaVel : / ••'f; ••' ''• •/ 
Section 24, E/2 NE/4, SW/4 NE/4 
T-20-S, R-38-E 
Lea County, New Mexico 

Gent 1emen: 

I am currently leasing the interest under the captioned lands, and 
according to my check of the Lea County records, you own an undivided 
mineral interest in these lands, which is unleased for oil and gas. 

I hereby offer the following for a Paid-Up Oil and Gas Lease on the 
enclosed lease form (with attached rider), subject only to approval of t i t l e : 

1) Bonus consideration to be $150 per net mineral acres (1/64 = 1.875 net 
acres @ $150 = $281.25); 

2) Term to be for three (3) years; 

3) Basic royalty to be 3/16. 

I am enclosing a Lease and Draft in duplicate, and i f the above meets your 
approval please: 1) sign the lease before a notary public; 2) indicate your 
social security (or tax I.D.#) number for tax purposes; 3) endorse the 
collection draft; and 4) place the fully executed and acknowledged lease, along 
with the endorsed draft in your local bank for collection. (If you wish, you 
may simply return the executed lease to me and I will immediately furnish my 
check in the agreed amount.) 

Thank you for your consideration and i f there are questions, please call 
(915-684-5346). 

Yours very truly, 

Enclosures: Lease 
Draft 

James H. Shaw 



CUSTOMER'S DRAFT 

On approval of Oil and Gas Lease described herein, and on Approval of Tide 10 same by Drawer 
no: laicr than 30 days after arrival of this draft at collecting bank Void after 90 days 

PAY TO THE 

ORDER OF Liberty Trust Company, Trustee for Benefit of Montqomery/Walker Trust 

$281.25 

Two hundred eighty-one and 25/100ths DOLLARS 

This draft is in consideration for oil and gas lease, or assignment of oil and gas lease, anc ring all of payee's interest m and to the following 
described land: 

E/2 NE/4 and SU/4 NE/4, Section 24, T-20-S, R-38-E, Lea County, New Mexico 

The drawer payee and endorsers hereof, and ine grantors of the oil and gas lease described herein, do hereby constitute and appomi ihe 
collecting bank escrow agem lo hold this draft for the time above specified subject alone to acceptance of payment hereof the drawer, within 
said time, and withoul any nghi of the drawer, payee or endorsers hereof, or said grantors, to recall or demand return of ihis prior to the 
expiration of ihe above specified time, and ihere shall be no liability whatsoever on the collecting bank for refusal to return the same prior to 
such expiration. 

!n the event this draft is not paid within said time, ihe collecting bank shall return the same to forwarding bank and no liability for payment or 
otherwise shall be attached to any of the parties hereto. 

COLLECTING BANK DRAWER 

Norwest Bank Texas, 
Midland, N.A. 
P 0 Box 2097 
Midland. TX 79702 James H.Shaw 

/ 
ENDORSEMENT: _ _ 

Liberty Trust Company, Trustee for Benefit 
of Montgomery/Walker Trust 
S5F~oTTaTTD! 
By: 
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OIL b GAS LEASE 
THIS AGREEMENT m«dc lhi> ri.y of N O V e i T l b e r 1 9 . 9 6 t , ( L w c c n 

Liberty Trust Company, Trustee for Benefit of Montgomery/Walker Trust 

P. 0. Box 7159 

Odessa, Texas 79760 0 ( 

/ P o s t O f f i c e A d d r e s a l 

e.u,d ,„.„, (.h«h„ „„, or m „ r „ STEVENS & TULL, INC., P.O.Box 11005, Midland, TX 79702 ' 
1. I . t n to r in c o - M i i d » r i l i o n -if T E N A N D O T H F . f t D O L L A R S in h a n d p a i d , r e c e i p t nf w h i c h ia h e r e uc k n o w led if ed. and of i h e r o y a l t i e s h e r e i n p r o v i d . , ! B n d 

d r i l l i n g and n p e r s l i r i K fo r and p r o d u c i n a o i l « n d U H * . i n j e c t i n g s K* wa t e r s , o t h e r f l u i d * , « n d a i r i n t o s u b s u r f a c e s t r a t a , l a y i n g p i p e l i nes , a t o r i n g o i l . b u i l d i n g 
t » n l i r c a d w i y i t e l e p h o n e l i nes , and o t h e r s t r u c t u r e and t h i n * * t h e r e o r to p r o d u c e . H v c , l a k e care o f , t r e a t , p rocess , m o r e a n d t r a n s p o r t s a i d m i n e r a l s , t he 

' o l i o w i n g rr t*cr .h«.o l a n d in . „ C o u n t y , N'cw M e x i c o t c - w i t : 

T-20-S, R-38-E 

Sect ion 24 - E/2 NE/4, SW/4 NE/4 

i ?n 
f o r the r/'ij-pruie ,->r r i k . , I , i ' n i t he r e n i n ! p s y r r p r l s h e r e i n a f t e r o r o v i d e r j f o r , sa i r l l a n r l is e s t i m a t e d to c o m n r i s e 1 t- >J seres , w h e t h e r i t a c t ' j r i l l y 

3 y e a r * f r o m t h i s da te ( c a l l e d ' 
an l<jn? • 1 h r r e * f t < * ' as ••<• t i ' .ra.* is p r o f t u c t - l f r o m sa id l a n d or l a n d w i t h w h i c h sa id l a n d is poo led . 

"i T ^ c ' i , v a l l . f * *,n be ^ a i d By le t . * * * are l a ) o i ! a n d on o t h e r Wquid h y d r o c a r b o n . * s a v e d at tt^e w e l l , 3 / 1 6 ° f t h a t p roduced , a n d saved f r o m s a i d l a n d , 
m m f lo be oe l i ve re r t a l the we l ! , , o r to the c r e d i t of . lessor in the o i pe l i ne l o w h i c h the w e l l s m a y be c o n n e c t e d ' ( b l on gas . i n c l u d i n g c a s i n g h e a d gas and a l i a i » -
r o u i s „ b s i * nces. p . -o f iucrd U n n u t d l a n d and so ld or used of f the p r e m i s e s or in the m a n u f a c t u r e of g a s o l i n e or o t h e r p r o / U i c i - t h e r e f r o m , t h e m a r k e t v a l u e a l 
the r n o n h of the w e d of j / J . O of i h e ESS SO so ld o r used , p r o v i d e d t h a t on n u t o l d a l I he w e l l s the. r o y a l l y a h a l l be J / I O n ^ a m o u n t r e a l i i e d f r o m 
such sale K i snr l a i any n m e w h e n i h i s lease is n o t v a l i d a t e d by o t h e r p r o v i s i o n s he reo f a n d t h e r e is a if a t a n d / o r c o n d e n s a t e w e l l on aa id l a n d , o r l a n d p o o l e d 
i h e r f w i i n . hut ica-i » n ' ! or c o n d e n s a t e ia n o t be ing; so aold or uaed a n d such w e l l is s h u t i n , e i l h e r b e f o r e or a f t e r p r o d u c t i o n ( . h e r e f r o m , t h e n on or b e f o r e 00 rtaya 
a f t e r sa>n * f H u s h u t m, and t h e r e a f t e r a i a n n u a l i n i e r v a l a , lessee m a y p a y or t e n d e r an a d v a n c e a n n u a l a h u l - i n r o y a l l y e q u a l l o t h e a m o u n t o f de lay renLa la 
y r o v i O e ' ! for n t h i s lease f o r i he ac reage t h e n he ld u n d e r t h i a leaae by t h e p a r t y m a k i n g - such p a y m e n t o r l e n d e r , a n d ao l o n g as s a i d s h u t - i n r o y a l t y is p a i d or 
i t n i l c r w ! i h i i tease s h a l l not t e r m i n a t e a n d i i w i l l be c o n s i d e r e d u n d e r a l l c l a u s e ! h e r e o f t h a t gas is being; p r o d u c e d f r o m t h e leased p r e m i i . e s in p a y i n g q u a n t i t i e s . 
K a c n » u r h p a y m e n t s n a i l be p a i d or i t n o e r e d t o i n e p a r l y or p a r t i e s w h o a i t he t i m e of auch p a y m e n t w o u l d be e n t i t l e d t o r e c e i v e t h e r o y a l i i e i w h i c h w o u l d be 
pa id u n d e r m n lease i f the w e l l w e r e in f a c t p r o d u c i n g . or be p a i d or t e n d e r e d to the c r e d i t o f such p a r t y o r p a r t i e s in the d e p o s i t o r y b a n k a n d i n the m a n n e r 
r i f i , m » f i r p r o v i d e d for the p a y m e n t of r e n t a l s . 

t ! ' i . p f r n m n i f o r d r i l l i n g - a re n o t c o m m e n c e d on staid l a n d or on l a n d p o o l e d t h e r e w i t h on or b e f o r e one f l l y e a r f r o m t h i s d a t e , t h i s l e u e s h a l l t e r m i n a t e 

m '.r, t u t : * p a r t e s u r i ies* on or b e f o r e one i l l year f r o m t h i s da te lessee s h a l l pay o r t e n d e r t o the lessor a r e n t a l of £ 1 2 0 . 0 0 w h i c h 
* h » i t o v * ' i h e p r i v i l e g e of rtofeiringr c o m m e n c e m e n t of such o p e r a t i o n a f o r a p e r i o d o f t w e l v e (121 m o n t h s . I n l i ke m a n n e r a n d u p o n l i k e p a y m e n t s or t e n d e n t 
u n r - n a l t / i h r c o m m e n c e m e n t of l a i d o p e r a t i o n a m a y be f u r t h e r d e f e r r e d f o r success i ve p e r i o d s of t w e l v e ( 1 2 ) m o n t h s each d u r i n g i h e p r ' m a r y t e r m . P a y m e n t 

i t he c r e d i t o f t h e lessor 

•vh ich b a n k , o r a n y successor t h e r e o f , 
c o n t i n u e IQ be the agen t f o r t he leaaor a n d l e s i o r ' s h e i r s a n d a s s i g n s . I f such b a n k f o r a n y su ceessor b a n k ) s h a l l f a i l , l i q u i d a t e , or be aucce-eded by a n o t h e r b a n k , 
or f o r e n y reason s h a l l f a i l or r e f u s e t o accep t r e n t a l . I esse* s h a l l no t be he ld i n d e f a u l t u n t i l t h i r t y (301 days a f t e r lessor s h a l l d e l i v e r to leasee a r e c o r d a b l e 
i n s t r u m e n t m a k i n g ; p r o v i a i o n f o r a n o t h e r a c c e p t a b l e m e t h o d o f p a y m e n t o r t e n d e r , a n d a n y d e p o s i t o r y c h a r n e is a l i a b i l i t y of t h e lessor . T h e p a y m e n t o r l e n d e r 
of r e n t a l m a y be made by check o r d r a f t o f leasee m a i l e d or d e l i v e r e d to s a i d b a n k o r l e sso r , o r a n y le*«or i f m o r e t h a n one . on or b e f o r e the r e n t a l p a y i n g 
da le A n y t i m e l y p a y m e n t or l e n d e r of r e n t a l or s h u t - i n r o y a l l y w h i c h i t m a d e i n a bona f i d e a t t e m p t l o m a k e p r o p e r p a y m e n t , b u t w h i c h is e r r o n e o u s in 
w h o l e or in p a r t as i n p a r l i e s , a m o u n t s , or d e p o a i i o r i e n s h a l l n e v e r t h e l e s s be s u f f i c i e n t t o p r e v e n t t e r m i n a t i o n of t h i s lease in t h e s a m e m a n n e r as t h o u g h a 
i r o p * r p a y m e n t had be+n m a d e , p r o v i d e d , h o w e v e r , leaae* s h a l l c o r r e c t such e r r o r w i t h i n t h i r t y [301 days a f t e r leasee has rece i ved w r i t t e n n o t i c e t h e r e o f hy 
• r t i f i e d m a i l f r o m leanor t o g e t h e r w i t h s u c h i n s t r u m e n t s aa are necesaary to e n a b l e leasee t o m a k e p r o p e r p a y m e n t . 

^ Lessee is h e r e h y g r a n t e d t h e r i g h t s n d p o w e r , f r o m t i m e l o t i m e , l o p o o l o r c o m b i n e i h U leaae, t h e l a n d c o v e r e d by i l o r a n y p a r i or h o r i z o n t h e r e o f 
w i t h a n y o t h e r ' a n d lease, i eases, m i n e r a l es ta tes or pu r is t h e r e o f fo r I he p r o d u c t i o n uf o i l o r gaa, U n i t s poo led h e r e u n d e r s h a l l n o t e»cec*d the s l u n d n r d p ro -
r a t i O " u n i t f i i e d hy l a w n r hy the N e w M e x i c o O i l Cnnser v a t i o n C o m m i s s i o n or by o t h e r l a w f u l a u t h o r i t y f o r t h e poo l o r a r e a in w h i c h KH id l a n d ix n i l u a t e d . p l us 
» t r j l e i ' ancc nf 1 0 ' / ' . Lessee s h a l l f i l e w r i t t e n u n i t d e s i g n a t i o n s in t h e c o u n l y in w h i c h the p r e m i s e s a r e l o c a t e d a n d s u c h u n i t s m a y be d e s i g n a t e d f r o m l i m e to 
• . im* wnd e i t h e r b e f o r r o r a f t e r t he c o m p l e t i o n o f w e l l s D r i l l i n g o p e r a t i o n s on or p r o d u c t i o n f r o m a n y p a r t of a n y auch u n i t s h a l l be c o n s i d e r e d f o r a l l p u r . 
pr-,*.'*. e - c e n t m e p a y m e n t of r n y n l t y , as r.r>e i-» Hons c o n d u c t e d u p o n nr n r o d i i c t inn f r o m i h e l a n d d e s c r i b e d tn t h i s lease. T h e r e s h a l l be a l l o c a t e d t o the l a n d 
cohered hy th i s lease i n c l u d e d in a n y such u n i t t h a t n o r t i o r of -.he t o t u i p r o d u c t i o n of pooled m i n e r a l s f r o m w e l U in the u n i t , a f t e r d e d u c t i n g f i n y u s f i l in lease 
:.r . n i t o p e r s u ' i n s , \ i h i c h the n u m b e r of s u r f a c e acres > i the t u r d cove red by I h i s lease i n c l u d e d in the u n i t bea rs l o t h e t o t a l n u m b e r of s u r f a c e acres in th . -
u - n The prodncM ion a l l o c a t e d s h a l l be c o n s i d e r e d f o r p u r p o s e s , i n c l u d i n g the p a y m e n t or d e l i v e r y o f r o y a l t y , l o be Ihe e n t i r e p r ( » d u c t i o n of poo led m i n e r a l -
'rr-,rY> '.he p o r t i o n of seinl l a n d covered h e r e b y and i n c l u d e ' ! i n sa id U n i t i n the s a m e m a n n e r as t h o u g h p r o d u c e d f r o m s a i d l a n d u n d e r the U - r m i of t h i s Ieu.se 
A n y poo l i»r! ,i n 11 d e x i u n a l e d by lessee, aj, p r o v i r l c d h e r e i n , m a y lie d i sso l ved by lessee by r e c o r d i n g nn a p p r o p r i a t e i n s t r u m e n t in the C o u n t y w h e r e the l a n d is n i t -
u a i e d a: any t i m e a f t e r t he c o m n 1 e'. i on of a d r y hole or the cess a l i o n of p r o d u c t i o n on »a id u n i t . Lenfiee ia f u r t h e r g r a n t ed t h e r i g h t a n d p o w e r l o c o m m i t Lh i * 
> a s e as to a. l o r a n y p o r t i o n of i h e above dcHcr ibe i i l a n d s or h o r i i o n g i h e r e o f t o a n y u n i t a g r e e m e n t f o r t he p u r p o s e o f c o n s e r v i n g the n a t u r a l r esou rces of a n y 
on or t i n poo! f i e l d or a rea c o v e r e d t h e r e b y ; p r o v i d e d , s u c h u n i t ftgreemenl c o n t a i n s usua l s n d c u s t o m a r y p r o v i s i o n s f o r t h e a l l o c a t i o n o f o i l anr ! gas p r o d u c e d 
f r o m the u n i t a r cs a n d auch u n i t a g r e e m e n t e m b r a c e * l a n d s of e i t h e r t h e U n i t e d S l a t e s or S t a l e o f N e w M e x i c o or b o l h , a n d the f o r m o f u n i t a g r e e m e n t has 
been a p p r o v e d hy e i t h e r the U n i t e d S t a t e s G e o l o g i c a l S u r v e y or C o m m i s s i o n e r of P u b l i c L a n d s o r b o t h a n d I h e N e w M e x i c o 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 , and 
upon such c o m m i t m e n t the p r o v i s i o n s of i h i s lease s h a l l be c o n f o r m e d to the u n i t a g r e e m e n t . 

6. I f p r i o r to i h e d i s c o v e r y of o i l o r gas h e r e u n d e r , leasee s h o u l d d r i l l a n d a b a n d o n a d r y ho le or holea h e r e u n d e r , o r i f a f t e r d i s c o v e r y o f o i l o r gas i h e 
p r o d u c t i o n t h e r e o f s h o u l d cease f o i a n y cause . I h i s leaae s h a l l n o t t e r m i n a t e i f lesaee c o m m e n c e s r e w o r k i n g or a d d i t i o n a l d r i l l i n g o p e r a t i o n s w i t h i n 60 days 
t h e r e a f t e r and d i l i g e n t l y p rosecu tes the s a m e , o r ( i f i t be w i t h i n the p r i m a r y t e r m ) c o m m e n c e s or r e s u m e * i h e p a y m e n t o r t e n d e r o f r e n t a l s o r c o m m e n c e s 
o p e r a t i o n s fo r d r i l l i n g or r e w o r k i n g on or b e f o r e the r enLa l p a y i n g da te n e x t e n s u i n g a f t e r i he e x p i r a t i o n o f t h r e e m o n t h s f r o m d a t e o f a b a n d o n m e n t of aaid 
d r y ho le or holes or the ceaaa t ion of p r o d u c t i o n . I I at the e x p i r a t i o n of t he p r i m a r y t e r m o i l o r gas is n o t b e i n g p r o d u c e d b u t lease* i» t h e n e n g a g e d in o p e r a t i o n s 
fo r d r i l l i n g or r e w o r k i n g of any w e l l , t h i s lease s h a l l r e m a i n in f o r c e so l o n g aa s u c h o p e r a t i o n s a re d i l i g e n t l y p r o s e c u t e d w i t h no c e s s a t i o n o f m o r e t h a n 60 
c o n s e c u t i v e d a y s . I f d u r i n g the d r i l l i n g ; or r e w o r k i n g of a n y w e l l u n d e r t h i s p a r a g r a p h , lessee loses or j u n k a Ihe ho le o r w e l l a n d a f t e r d i l i g e n t e f f o r t * in good 
f a i t h I I u n a b l e t o c o m p l e t e sa id o p e r a t i o n a t h e n w i t h i n 30 daya a f t e r the a b a n d o n m e n t of s a i d o p e r a t i o n a lessee m a y c o m m e n c e a n o t h e r w e l l a n d d r i l l t he s a m e 
wi ' , ! - due d i l i g e n c e I f any d r i l l i n g , a d d i t i o n a l d r i l l i n g , or r e w o r k i n g o p e r a t i o n a h e r e u n d e r r e s u l t i n p r o d u c t i o n , t h e n t h i s lease s h a l l r e m a i n in f u l l f o r c e so l o n g 
' . h e r e a f t e r u o i , or gas is p r o d u c e d h e r e u n d e r . 

< Lessee s h a l i have f ree use of o i l . gas a n d w a t e r f r o m sa id l a n d , e x c e p t w a t e r f r o m lessor ' s w e l l s and t a n k s , f o r a l l o p e r a t i o w a h e r e u n d e r , and t h e r o y a l t y 
• na i l o* c o m p u t e d a f t e r d e d u c t i n g a n y so used . Leasee s h s l l have the r i g h t at a n y t i m e d u r i n g o r a f t e r t he e x p i r a t i o n of t h i a leaJc to r e m o v e a l l p r o p e r l y a n d 
f u t u r e s p laced by lessee on s a i d l a n d , i n c l u d i n g t h e r i g h t t o d r a w s n d r e m o v e a l l c a s i n g . W h e n r e q u i r e d by l esso r , lessee w i l l b u r y a l l p i p e l i nes on c u l t i v a t e d 
l a n d * be l ow o r d i n a r y p l o w d e p t h , and no w e l l a h a l l be d r i l l e d w i t h i n t w o h u n d r e d fee t (200 f t . l o f a n y r e s i d e n c e or b a r n n o w on s a i d l a n d w i t h o u t lessor ' s e n n -
sent Leaser s h a l l h a v e ihe p r i v i l e g e , at h is r i s k a n d e x p e n a e , of u s i n g gas f r o m a n y gas w e l l on aa id l a n d f o r s l o v e n a n d i n s i d e U g h La i n t h e p r i n c i p a l d w e l l i n g 
t h e r e o n o u l of a n y s u r p l u s gaa n o i ne«ded f o r o p e r a t i o n s h e r e u n d e r . 

R T h e r i g h t s of e i t h e r p a r t y h e r e u n d e r m a y be a j s i g n e d in w h o l e or i n p a r i a n d t h e p r o v i s i o n s h e r e o f a h a l l e x t e n d t o the h e i r i , e x e c u t o r s , a d m i n i s t r a t o r s , 
successors a n d a s s i g n s , b u l no c h a n g e or d i v i s i o n m the o w n e r s h i p o f t he l a n d , o r in the o w n e r s h i p of o r r i g h t l o r e c e i v e r e n l a l s , r o y a l t i e s o r p a y m e n t s , h o w e v e r 
a c c o m p l i s h e d s h a l l o p e r a t e l o e n l a r g e t h e o b l i g a t i o n s or d i m i n i s h the r i g h t s of l e a s e e ; a n d no s u c h c h a n g e or d i v i s i o n s h a l l be b i n d i n g u p o n lessee f o r a n y p u r -
poae u n t i l 30 days a f t e r lessee has been f u r n i s h e d by c e r t i f i e d m a i l a t lessee's p r i n c i p a l p l a c e o f bus iness w i i h a c c e p t a b l e i n s t r u m e n t s or c e r t i f i e d cop ies 
t h e r e o f c o n s t i t u t i n g i h e c h a i n of t i t l e f r o m the o r i g i n s ! lessor . I f a n y such c h a n g e in o w n e r s h i p o c c u r s t h r o u g h the d e s l h of t h e o w n e r , lessee m a y p a y o r 
t ende r a n y r e n t a l s , r o y a l t i e s or p a y m e n t s to the c r e d i i of t he deceased or h i s e s t a t e i n t h e d e p o s i t o r y b a n k u n t i l auch t i m e as leasee has been f u r n i s h e d w i t h 
e v i d e n c e t s l i a f a c t o r y to leasee as lo t h e p e r s o n s e n t i t l e d to auch s u m s . I n ' t h e e v e n t of an a s s i g n m e n t of i h i s leaAe as l o a s e g r e g a t e d p o r t i o n o f aaid l a n d , t h e 
r e n t a l s p a y a b l e h e r e u n d e r s h a l l be a p p o r t i o n e d aa b e t w e e n t h e s e v e r a l l easeho ld o w n e r s r a t a b l y a c c o r d i n g to t h e s u r f a c e a r e a o f each , s n d d e f a u l t i n r e n t a l 
p a y m e n t by one s h a l l no t a f f e c t t he r i g h t s of o t h e r l easeho ld o w n e r s h e r e u n d e r . A n a s s i g n m e n t o f i h i s lease, i n w h o l e or in p a r t , s h a l l , l o the e x t e n t of s u c h 
a s s i g n m e n t , r e l i eve a n d d i s c h a r g e leaaee of a n y o b l i g a l i o n a h e r e u n d e r , a n d , i f lessee o r ass ignee of p a r t o r p a r t s h e r e o f s h a l l f a i l or m a k e d e f a u l t i n t h e p a y m e n t 
of the p r o p o r t i o n a t e p a r t of t he r e n l a l s due f r o m auch lewsee or ass ignee or f a i l to c o m p l y w i t h a n y o t h e r p r o v i s i o n of t he lease, such d e f a u l t s h a l l n o t a f f e c t t h i s 
lease in so f a r as it covera a p a r t o f sa id l ands u p o n w h i c h leasee o r a n y a a s i g n e e i h e r e o f s h a l l so c o m p l y or m a k e auch p a y m e n t s . R e n t a l * as used in t h i s 
p a r a g r a p h s h a l l a l so i n c l u d e i h u t - i n r o y a l t y . 

9. S h o u l d leasee be p r e v e n t e d f r o m c o m p l y i n g w i t h a n y e i p r e t * o r i m p l i e d c o v e n a n t of I h i s lease, o r f r o m c o n d u c t i n g d r i l l i n g o r r e w o r k i n g o p e r a t i o n s he re 
u n d e r , o r f r o m p r o d u c i n g o i l or gas h e r e u n d e r by reason of s c a r c i t y o r i n a b i l i t y t o o b t a i n o r use e q u i p m e n l o r m a U r i a l . o r by o p e r a t i o n o f f o r c e m a j e u r e , o r 
by a n y F e d e r a l o r s t a l e l a w or a n y o r d e r , r u l e o r r e g u l a t i o n of g o v e r n m e n t a l a u t h o r i l y , t h e n w h i l e so p r e v e n t e d , iesaee'a d u t y s h a l l be s u s p e n d e d , a n d lessee 
s h a l l n o t be l i a b l e f o r f a i l u r e t o c o m p l y t h e r e w i t h ; a n d th i s lease s h a l l be e x t e n d e d w h i l e and so l o n g as leasee is p r e v e n t e d by s n y auch cause f r o m c o n d u c t i n g 
d r i l l i n g or r e w o r k i n g o p e r a t i o n s on or f r o m p r o d u c i n g o i l o r gas h e r e u n d e r : a n d the t i m e w h i l e leasee ia so p r e v e n t e d s h a l l n o t be c o u n t e d a g a i n s t lessee, 
a n y t h i n g in th i s lease to the c o n t r a r y n o t w i t h s t a n d i n g . 

10. L«asor h e r e b y w a r r a n t s a n d agrees l o d e f e n d the t i t l e l o sa id l a n d , a n d agrees t h a t leasee, a t i t s o p l i o n . m a y d i s c h a r g e a n y t a x , m o r t g a g e , o r o t h e r 
l i en u p o n m d l a n d , a n d in the e v e n t lessee does ao. i l s h a l l b-e s u b r o g a t e d l o a u c h l i e n w i t h Ihe r i g h t to e n f o r c e s a m e a n d a p p l y r e n t a l s a n d r o y a l t i e s a c c r u i n g 
h e r e u n d e r t o w a r d s a t i s f y i n g s a m e . W i t h o u t i m p a i r m e n t of lessee's r i g h t s u n d e r t h e w a r r a n t y , i f t h i s lease covera a leas i n t e r e a t in i h e o i l o r gas in a l l or a n y 
p a r i o f as>d l a n d t h a n t h e e n t i r e a n d u n d i v i d e d fee s i m p l e ea t a t e ( w h e t h e r l « a s o r ' s i n t e r e s t is he re i n a p e c i f i e d o r n o t ) i h e n i h e r o y a l t i e s , s h u l - i n r o y a l l y , r e n t a l , 
a n d o t h e r p a y m e n t s , i f a n y , a c c r u i n g f r o m any p a r t a* l o w h i c h t h i s lease c o v e r s lesa t h a n auch f u l l i n t e r e s t , s h a l l be p a i d o n l y in the p r o p o r t i o n w h i c h the 
m t e r e a l t h e r e i n , i f a n y , covered by t h i s lease, bes rs to t h e w h o l e and u n d i v i d e d fee s i m p l e e s t a t e t h e r e i n . S h o u l d a n y one or m o r e o f t he p a r l i e a n a m e d sbove as 
lessors f a i l to execu te i h u lease, i t s h a l l n e v e r t h e l e s s be b i n d i n g u p o n the p a r t y o r p a r l i e s e x e c u t i n g the same. ' 

e i ra and ass igns , aha l l h a v e the r i g h t at a n y t i m e t o s u r r e n d e r th ia lease, in w h o l e or in p a r t , to lessor o r his h e i r * , aucees-
a i l i n g a re lease t h e r e o f to the lessor , o r by p l a c i n g a re leaae I h e r e o f of r e c o r d in the c o u n t y i n w h i c h aa id l a n d is s i t u s l e d . 

t h e r e u p o n le tae* s h a l l be re l i eved f r o m a l l o t j l i g a l i o n i , exp resaed or i m p l i e d , of th ia ag re -emen l as to a c r e a g e SO s u r r e n d e r e d , a n d t h e r e a f t e r t he r e n t a l s and 
i h u ' . - m r o y a l t y p a y a b l e h e r e u n d e r i h a l ! be reduced in the p r o p o r t i o n t h a t t he a c r e a g e cove red h e r e b y ia reduced hy aa id re lense or re leases . 

nd y e a r f i r s t abov i 

L i b e r t y Trust Company, Trustee f o r Bene f i t 

of Montgomery/Walker Trust 

SSf? or Tax ID# 
By: 
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JAMES H. SHAW 
2501 Cimmaron 

Midland, Texas 79705 
915-684-5346 

. 1 r * ' 

December 16, 1996 :/'. / 

Mr. John E. Patterson, Jr. 
5555 North Grand Avenue 
Suite 210 
Oklahoma City, Oklahoma 73112 

Re: Oil and Gas Lease 
Section 24: E/2 NE/4, 

SW/4 NE/4 
T-20-S, R-38-E 
Lea County, New Mexico 

Dear Mr. Patterson, 

I have just talked to you by phone and enclose the oil and gas lease we 
discussed, together with the entire letter, etc. I had previously mailed to 
Liberty Trust Company in Odessa. All terms, etc. remain the same for your 
purposes, except your completion of the enclosed form as to the correct 
identity of Lessor (and Tax I.D.#). If there are questions, please call. 
Also by the time you get this letter you may have located evidence of t i t l e 
(satisfactory for leasing purposes) into Commonwealth Trust Co. If you wish 
to avoid bank charges at your end, you can mail the lease and draft direct to 

Norwest Bank Texas, Midland, N.A. 
P. 0. Box 2097 
Midland, Texas 79702-2097 

Attn: Debbie Glennan 

Yours very truly, 

James H. Shaw 



STEVENS & TULL, INC. 
P. 0, Box 11005 MIDLAND, TEXAS 79702 915/699-1410 

October 1, 1997 

K e l l a h i n and K e l l a h i n 
P.O. Box 2265 
Santa Fe, New Mexico 87504-2265 

A t t n : W. Thomas K e l l a h i n 

Re: Compulsory Pooling Hearing 
Terry No. 1 Well, 
SW/4 NE/4 Section 24, 
T-20-S, R-38-E, N.M.P.M., 
Lea County, New Mexico 
Terry Prospect 

Dear Tom: 

Stevens & T u l l , Inc. i s preparing t o d r i l l an Abo w e l l on the 
captioned lands. One of the mineral owners, L i b e r t y Trust Company, 
Trustee f o r the b e n e f i t of Montgomery/Walker 1970 Trust, has f a i l e d t o 
respond t o any of our proposals since the President of L i b e r t y Trust 
Company i s c u r r e n t l y i n p r i s o n . 

Our f i r s t proposal was dated November 4, 199 6. We have had numerous 
conversations since sai d l e t t e r . We have been advised on several 
occasions t h a t a new Trustee w i l l be appointed; however, t o t h i s date 
a new Trustee has not been appointed. L i b e r t y Trust Company's address 
i s c/o John E. Patterson, J r . , 5555 North Grand Blvd., Oklahoma C i t y , 
OK 73112. We des i r e t o pool a l l producing zones from the top of the 
Yates down t o through the Abo formation, being the Undesignated 
House-San Andres Pool, B l i n e b r y O i l and Gas Pool, East Warren Tubb O i l 
and Gas Pool, D-K Drinkard Pool and Undesignated DK-Abo Pool. Should 
you have any questions, please contact our o f f i c e . 

Yours very t r u l y , 

Landman 

f:\lt\10019701.jaw 



STEVENS & TULL, INC. 
P. 0. Box 11005 MIDLAND, TEXAS 79702 915/699-1410 

October 10, 1997 

Yates Petroleum Corporation 
105 South 4th St r e e t 
A r t e s i a , New Mexico 88210 

A t t n : Janet Richardson 

Re: Operating Agreement 
Terry No. 1 Well 
1980' FNL & FEL Sec. 24, 
T-20-S, R-38-E, N.M.P.M., 
Lea County, New Mexico 
Terry Prospect 

Ladies & Gentlemen: 

Please f i n d enclosed f o r your review and execution our proposed 
Operating Agreement and AFE f o r the d r i l l i n g of the captioned w e l l . We 
int e n d t o spud t h i s w e l l i n December, 1997. 

The subject w e l l w i l l be d r i l l e d t o a depth of 7,900 f e e t or a depth 
s u f f i c i e n t t o t e s t the Abo format i o n , whichever i s the l e s s e r . This w e l l 
w i l l d i r e c t l y o f f s e t the C o l l i n s & Ware, Inc. M&M lease. We are 
preparing f o r a Compulsory Pooling hearing due t o one of the m i n e r a l 
owners being unable t o execute an o i l and gas lease. Therefore, you 
w i l l be r e c e i v i n g n o t i c e of same i n the immediate f u t u r e . 

Should you have any questions, please contact our o f f i c e . 

f : \lt\10099702.jaw 



P. 0. Box 11005 
STEVENS & TULL, INC. 

MIDLAND, TEXAS 79702 915/699-1410 

October 15, 1997 

Liberty Trust Company 
c/o John E. Patterson, Jr. 
5555 North Grand Blvd. 
Oklahoma City, OK 73112 

Re: Terry #1 Well 
1980' FNL & FEL Sec. 24, 
T-20-S, R-38-E, N.M.P.M. 
Lea County, New Mexico 
Terry Prospect 

Gentlemen: 

Please f i n d enclosed f o r your review two (2) copies of our AFE and 
Operating Agreement covering the d r i l l i n g of the captioned w e l l . We 
propose to d r i l l t h i s w e l l to a depth of 7,900 feet or a depth i n our 
opinion s u f f i c i e n t to t e s t the Abo formation, whichever i s the lesser. 

We have t r i e d to lease your i n t e r e s t i n the past without success. As 
you are probably aware, we have f i l e d f o r a Compulsory Pooling 
Hearing to be held November 6, 1997, i n Santa Fe, New Mexico. I f you 
decide to p a r t i c i p a t e i n t h i s w e l l , please return one (1) f u l l y 
executed copy of the AFE and additional signature page of the 
Operating Agreement to our o f f i c e as soon as possible. Should you have 
any questions, please contact our o f f i c e . 

f:\lt\10159701.jaw 


