TERRY #1 WELL CHRONOLOGY

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

|.etter 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.

11/21/96 Mrs. Furman called back to give the name of new Trustee.

12/9/96 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 1n 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.
7/31/97 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 ot appointing a new Trustee

no complete. Ask that we call back in 2 wecks

8/25/97 Called Mr. Patterson. Left message.



page 2

o

9/10/97

10/1/97

10/10/97

10/15/97

10/30/97

compool

Contacted Mr. Patterson He advised nothing done at this time He advised
that he had no time table for new Trustee to be appointed

Sent letter to Thomas Kellahin requesting that Compulsory Pooling
procedures be commenced on the SW/4 NE/4 Section 24, T-20-S, R-38-E,
Lea County, New Mexico

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

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

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.



JAMES H. SHAW

2501 Cimmaron P s Yy
Midland, Texas 79705 ..~ - e
915-684-5346 e T

November 4, 1996
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ﬁonggoggiyéﬁggker Trust Clierr ) w / Py
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Section 24, €£/2 NE/4, SW/4 NE/4
T-20-S, R-38-E
Lea County, New Mexico

Gentlemen:

[ 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.

[ hereby offer the following for a Paid-Up 0il and Gas Lease on the
enclosed lease form (with attached rider), subject only to approval of title:

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 if 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 Tlocal 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 if there are questions, please call
(915-684-5346).

Yours very truly,

James H. Shaw

Enclosures: Lease
Draft

e i Re: ‘071 and Gas {easé ~ <74/ -1 .



CUSTOMER'S DRAFT

On approval of Oil and Gas Lease described herein, and on Approval of Tude 10 same by Drawer
not lazer than 30 days after arrival of this draft at coliecting bank. Void after 90 days

PAY TO THE

ORDER OF Liberty Trust Company, Trustee for Benefit of Montgomery/Walker Trust
$281.25

Two hundred eighty-one and 25/100ths-------«----v---v-ccmooouocnana- DOLLARS

This ¢raft s in considerauon for o and gas lease, or assignment of oil and gas lease, covenng all of payee’s interest 1 and 1o the following
Jescnded land:

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

The drawer. payee and endorsers hereof, and the grantors of the oil and gas lease described herein, do hereby constitute and appoint the
collecting bank escrow agent to hold this draft for the nme above specified subject alone to acceptance of payment hereol the drawer, within
said ume. and without any nght of the drawer. payee or endorsers hereol, or said grantors, to recall or demand return of this prior 10 the
expirauon of the above specified time, and there shall be no liabihity whatsoever on the collecting bank for refusal 1o retumn the same prior o
such expiration.

In the event this draft is not paid within said time, the 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 O Box 2097

Midland, TX 79702 James H. Shaw

/

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

SS# or Tax [D¥
By:

ENDORSEMENT:
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PAID-UP Printed and for sole by Hall-Poorbaugh Press, Inc,, Roswell, N. M.
OIL & GAS LEASE
THIS AGREEMENT mude this day of November 1896 between

Liberty Trust Company, Trustee for Benefit of Montgomery/Walker Trust
P. 0. Box 7159
Odessa, Texas 79760

of
(Post Office Addresa)

rerern called tesvor {whether ane or morel ang STEVENS & TULL, INC., P.0.Box 11005, Midland, TX 79702 ~ lesnee :

I lessor in conmiderstian nf TEN AND OTHER DOLLARAS in hend id, re¢eint af which s here scknowledwed. and of the royallics herein provided and
Al the aureements of the lewsee herein contarned. hereby wrunty. lewuon and fels exclusively unto lemwewr for the purpome of inveslikkling, exploving, prowpecting,
grilling  and nperating for and producing a1l and yas. injecting gas. wuters, other (luids, and wir into subsurface #trata, laying pipe lines, storing oil, building
tarks roadways telephnne lines. and other structures and things thereon to produce. aAve, taxe carc of, treal, process. store and Lrankport said minerals, the

Lea
‘oliowing descr.-bes iand 1n County, New Mexico to-wi

T-20-5, R-38-¢

—— w2 M

Section 24 - E/2 NE/4, SW/4 NE/G

For the pu-pase of calc.iat'ng the rentai payments hereinafler provided for, amid land is estimated to comprise 120 ncres, whether it actually
camprises mare o lets

2. Subject to tne ather orovigions herein cortaired, thi lease shall remain in force for s term of 3 years from this date icntled “primary term') and
an 16n@ ihereafter as i or vas % produced (rom ssid land or land with which said land s pooled

T The royslues oo be ped by lesses are: fa) on oil wnd on other houid hydrocarbors saved at tne well, 3/16 of that produted and saved from snid land,
xame Lo be delivered al the wells or to the credil of lessor :n the pipe hne to which the wells may be connected - th) on xua.

including casinghead was and all gaa-
»ous Subkiances. procuced fio ¢ land and sold or used off the premises or in the manufaclure of gasoline or other pr herefrom, the market value at
the moLth of the weil of 3/’18 of the gay 30 sold or used, provided that on gas sold al the wells the royalty shall be /CI of the smount realized from
such sale ¢ and kL 3ny Lime when this lessc i nol vnlvd-ud by other provisions hereof and there ix 8 gas and/or condensale well on said land. or land pocled
therewitn. hut war andiar condensate is not being 5o mold or ured and such well is shut in, either before or after production therefram, then on or before 90 days
after sard well :x ahut in, and theresfter at annual intervals, lessee may opay or tender &n advance annual ahul.in royaily cqual to the smount of dehy rentals
provided for an this lease for the mcreage then held under lhu lease by the party making such psyment or tender, snd 30 long s said lhut-m roynlly is paid or
tendered this tesse shall not terminate and it will be considered under sll clauses hereof that gas is being produced from the lzued premises in paying quantities,
Fach such puyment snsll be paid or tendered Lo the parly or parties who at the Wime of such payment would be entitled to receive the royaliies which would be
paid under 1nis iease 1 the well were in fact producing. or be paid or tendered to the credit of such party or parties in the depositary bank and in the manner
hereinaflter provided for the payment of rental

)

1€ uperstions for driliing are not commenced on said land or on lund pooled therewith on or before one (1) year from thiy date, this lease shall terminate

s tf bl partes uniess on or hefore one (1) year {rom this date leswee shall pay or tender to the lesaor a rental of § 120'00 which
akait cover the privilege of Acfeiring commencement of such operations for & period of twelve {12] months. In like manner and upcn like payments or tenders
Anrulily the cummencement of aaid operations may be further deferred for succesiive periods of twelve (12) months each during the pr'mary term. Payment

or tender may be made 1o the lessor or to the credit of the lessor in the

Bank
at » which bank, or any successor thereof, ahall
continue ta be the agent for the jesaor and lessor’s heirs and mssigns. If such bank for any successor bank) shall fail, liquidate, or be aucceeded by another bank,

ar (or eny rewson shall fail or refuse to mccept rental, lesace shall not be held in defsult until thirty (30} dayr after lessor shall deliver
inatrumentl muking pravision for another acceptable method of payment or tender, and any depository charge is a liability of the lessor.
of rental mey be made by check or dralt of lessee mailed or delivered o a2id bank or lessor, or any lessor il more than one. on or before Lhe rental prying
date Any timely payment or lender of rentai or shul.in royalty which i3 made in a bons fide attempl L make proper psyment. bul which is crroneous In
whole or in parl a3 Ln parlies, amounls. or depositoried shail nevertheless be asufficient to prevent termination of this Jease in the same manner as though «
aroper payment had been made. provided, however, lessee shall correct such errar within thirty (30} days after lessce hra received wrillen notice thereof hy
srtafied muil from lessor together wilth such instruments as are necesssry ta entble lessee to muoke proper psyment.

3 Lessec ix herchy granted the right and power, from time to lime. to pool or combine this leare, the
with any ather ‘and leoase. ieases, mineral cstates or parts thereof for the production of oil or gas. Units pooied hereunder shall not exceed the standard pro-
ration unit fixed by law ar hy the New Mexico (hi Conservation Commaission or by other lawflul authority for the pool or arca in which srid land is situated, plus
a tolerance af 107, Loessce shall file written unit designations in the county in which the premiscs are located and such units may be designated from time ta
time wnd erther before or after the completian af wells Drilling operations on or production from any pert of any such unit shall be considered for all pur.
poxed. excent the payment of rayally., as apcrations conducted upon or production from the land described in this lease. There shall be allocated to the land
covered hy this tease included 1n any suck unmil that partior of the total nroduction of pnaled minerels from wells in the unit, after deducting any usmi in lease
vt oneratinns, which the number of xurface acres 1n the tand covered by this lease included 1n the unit bears Lo the lotal numher of surface acrves i1n the
u=it The productiar <o ailocated shall be considered for ai! purposes. sncluding the psyment or delivery of royalty, to be the entire praduction of pooled minerals
feam the partion nf saul lund covered herchy and :nciuded 1n said unit in the same munncr as though nroduced from said land under the torma of this lense
Any pooled unit dexignated by lessec. as provirded hercein. may be dissolved by lessee by recording an appropriate instrument in the County where the land is sit
uwted ai mny time after the completion of 4 dry hoie or Lhe cessation of preduction on seid unit. Lewsee ia further granted the right and power Lo commit Lhis
‘ease as to all ar Any nporlion of the above described lands or horizons thereof to any unil agrcement for the purpose of conserving the natural resources of any
o or wis pool field or area covered thereby: provided, such unit Agreement contains usurl and customary provisions for the allacation of oil and gas produced
from the unil ares snd such unit agreement embraces lands of either the United Ststes or Stale of New Mexico or both, and the form of unit sgkreement has
been approved by cither the United States Geological Survey or Commissioner of Public Lands or bath and the New Mexico Oil Conservalion Commission.
upon such comm:tment the provisions of Lhis lease shell be conformed to the unit agreement

to lessee a recordsahbie
The peyment or Lender

lanfd cavered by it or any part or horizan thercofl

AR

& !f prior to the diacovery of oit or gas hereunder. lensee should driil and abandon & dry hole or holes hereunder, or il after ducovery of oil or gas the
production thereo! should cease for any cause. Lhis lease shall nol terminate if lessee commences reworking or additional driiling operstions within 60 days
thereafier and diligently prosecutes the mame. or {if it be within the primary term) commences or resumes the peyment or tender of rentsls or commences
operstions for drilling or reworking on or before the rental paying date next ensuing aflter the expiration of three manths from date of ubundonment of ksid
dry hole or hoies or the cessation of production. 11 st the expiration of the primary erm ail or gés is not being produced but lessee i8 then engaged in operations
tar drilling or reworking of any well, thia lease shall remain in force 30 long ag such operations are diligently prosecuted with no ces on of more then 60
consecutive days. If during the drilling or reworking of any well under this paragraph. lessee loses or junks the hole or well and sfter diligent efforts in good
faith 18 unable 1o complete aaid operations then within 30 days after Lhe sbandonment of said operations lessee may commence another well and drill the same
with due diligence 1f any drilling, sdditional driling, or reworking opersationa hereunder result in production. then this lease shall remain in full force so long
thereafter s oii ar gas 13 produced hereunder.

T Leswee snali have free use of oil, wes and water from said land, except water from lesscr's wells and tanks. for all operationn hereunder, and the royalty
anull be computed ufler deducting sny so used. Lessee shall have the right at sny time during or after the expiralion of this lease tu ‘remove a!l property and
fixtures placed by lessee on 3aid land. including the right to draw and remove sll casing, When required by lessor. lessee will bury all pipe lines on cultivated
‘unds below ordinary plow depth, snd no well shall be drilled within two hundred feet (200 ft.) of any residence or barn now on said land without lessor's can.
aent  Lessor shall hsve the privilege, at his risk and expense, of uaing gas from any gas well on said land for stoves and inaide lights in the principal dwelling
thereon oul of any surplus gas not needed for opersations hereunder.

R  The righta of either party hereunder may be aasigned in whole or in part and the provisions hereof nhal] extend to the heirs, executors, administrators,
successors and &sgigna. bul no chenge or division sn the ownership of the land, or in the ownership of or right to receive rentals, royslties or payments, however
accomplished sha!l operate to enlarge the obligations or diminiah the rights o{ lessee; and no auch change or division shall be binding upon lessee for any pur-
pose until 30 days after lessee has been furnished by certified mail at lessee’s principal place of business wilh scceptable instruments or certified copies
thereof constituting the chain of title from the onginal iessor. If any auch change in ownershin occurs through the desth of the owner, lessee may pay or
tender any renlals, roysities or psymenws 1o the credit of the deceased or his estate in the depository hank until such time as lessee hux heen furnished with
evidence salinfactory tG lemsee a3 g the peraans entitled to such sums. In'the evenl of an sasignment of Lhis lease 22 Lo & segregated porlion of said land, the
rentsls psysble hereunder shall be apportioned as between the severa! leasehold owners ratably according to the surface ares of each., snd defauit in rental
payment by one shall not sffect the righta of other lewsenold owners hereunder. An ssaignment of thia lease. in whole or in part. shall, Lo the extent of such
assignment. relieve and discharge lessee of any obligationa hereunder. and, if Jessee or assignee of part or parts hereof shall fail or make default in the payment
of the proportionate part of the rentals due from such lessee or assignee or fuil to comply with any other provision of the lease, auch default shall not sffect thia
lease in 30 (ar as 1t covers & part of 3aid lands upon which lemsee or any assignee thereof shall 80 comply or make such payments. Rentals ss used in this
peragraph shall slao include ahut-in royalty.

3. Should lensee be prevented from complying with any express or implied covensnt of Lhis lease, or from conducting drilling or reworking operationa here-
under, ar [rom producing oil or gas hereunder by resson of scarcity or inmbility Lo obtain or use equipmenl or malerial. or by operation of force majeure, or
by any Federal or atate law or any order, rule or regulation of governmental authority, then while so prevented, leshee’s duty shall be suspended. und lesaee
shall naot be liable for fuilure to comply therewith: and this lease ahsi! be extended while and so long as lessee is prevented by any such cause from conducting
drilling or reworking operations on or (rom producing oil or gas hereunder: and the time while lessee i3 so prevented shall not be counted agminst
anything i1n this lease Lo the contrary notwithstanding

10. Lewsor hereby warrants end agrees to defend the title to ssid land, and sgrees that lessee, al its oplion, may dischurge any tsx, morigage, or other
lien upon 3aid Iand. and in the evenl lestce does so. it shall be subrogated Lo wuch lien with the right to enforce me and apply rentals and royallies aceruing
hereunder toward salisfying same. Without impairment of lessee’s righta under the warranty, if this lease covers a less interest in the oil or gas in ull or any
part of ssid land thsn the entire and uncdivided fee simple eatste (whelher lensor's interest in herein apecili

lesaee,

ed or not) then the royalties, shut-in rovalty. rental.
and other payments, if ¥ny, sccruing fram any part as to which this lease covers lesa then such (ull interest. shall be peid only in the proportion which the
interest therein, if &ny, covered by this lease, bears to the whale and undivided f¢e aimple estate therein. Should any one or more of the partiss named sbove ss

leasors far]l to execule thu lease. it shall nevertheless be binding upon the party or partiea executing the same.

11. Lessee. 1ta/his successors, heire and shall have the right mt any lime to surrender this lease, in whole or in purt. to lessor or his heirs, wuccea.
sors. and ns by delivering or muiling a ase thereof 1o the leesor, or by placing a relesse thereof of record in the county in which aaid land is aitustled
thereupon lesaee sha!! be relieved from all obligations, expresned or implied. of this sgreement as to acreage so surrendered, «nd thereafter the rentula and
shut-tn royslty puysble hereunder shall be reduced in the proportion that the screage covered hereby iw reduced hy said release or refesses.

Executed tne day ard yesr first above written

v
Liperty Trust Company, Trustee for Benefit
of Montgomery/WaTker Trust

SS# or Tax [D#
By:
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JAMES H. SHAW
2501 Cimmaron
Midland, Texas 79705
915-684-5346

December 16, 1996 p w;’ f
Mr. John E. Patterson, Jr. o
5555 North Grand Avenue
Suite 210

Oklahoma City, Oklahoma 73112

Re: 011 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,

[ have just talked to you by phone and enclose the 0il 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 title
(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

SRR
//f [



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

October 1, 1997

Kellahin and Kellahin
P.0O. Box 2265
Santa Fe, New Mexico 87504-2265

Attn: W. Thomas Kellahin

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 & Tull, 1Inc. 1s preparing to drill an Abo well on the
captioned lands. One of the mineral owners, Liberty Trust Company,
Trustee for the benefit of Montgomery/Walker 1970 Trust, has failed to
respond to any of our proposals since the President of Liberty Trust
Company 1s currently in prison.

Our first proposal was dated November 4, 1996. We have had numerous
conversations since said letter. We have been advised on several
occasions that a new Trustee will be appointed; however, to this date
a new Trustee has not been appointed. Liberty Trust Company’s address
is c/o John E. Patterson, Jr., 5555 North Grand Blvd., Oklahoma City,
OK 73112. We -desire to pool all producing zones from the top of the
Yates down to through the Abo formation, being the Undesignated
House-San Andres Pool, Blinebry 0il and Gas Pool, East Warren Tubb 0il
and Gas Pool, D-K Drinkard Pool and Undesignated DK-Abo Pool. Should
you have any questions, please contact our office.

Yours very truly,

e - /
gf; v//:,%é W

qjé;ry A. Weant, CPL
Landman

f:\N1t\10019701.jaw




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

October 10, 1997

Yates Petroleum Corporation
105 South 4th Street
Artesia, New Mexico 88210

Attn: 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 find enclosed for your review and execution our proposed
Operating Agreement and AFE for the drilling of the captioned well. We
intend to spud this well in December, 1997.

The subject well will be drilled to a depth of 7,900 feet or a depth
sufficient to test the Abo formation, whichever is the lesser. This well
will directly offset the Collins & Ware, Inc. M&M lease. We are
preparing for a Compulsory Pooling hearing due to one of the mineral
owners being unable to execute an oil and gas lease. Therefore, you
will be receiving notice of same in the immediate future.

Should you have any questions, please contact our office.

Yours very truly,

P4

Weant, CPL

Jérry A
Landman

£:\1t\10099702. jaw




STEVENS & TULL, INC.
P. 0. Box 11005 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 find enclosed for your review two (2) copies of our AFE and
Operating Agreement covering the drilling of the captioned well. We
propose to drill this well to a depth of 7,900 feet or a depth in our
opinion sufficient to test the Abo formation, whichever is the lesser.

We have tried to lease your interest in the past without success. As
you are probably aware, we have filed for a Compulsory Pooling

Hearing to be held November 6, 1997, in Santa Fe, New Mexico. If you
decide to participate in this well, please return one (1) fully
executed copy of the AFE and additional signature page of the
Operating Agreement to our office as soon as possible. Should you have
any questions, please contact our office.

:;;?%7 A%

Jérry AY Weant, CP
Landman

£:\1t\10159701.jaw




