BRrRIAN K. MURPHY

PETROLEUM LANDMAN @
506 PETROLEUM BUILDING . @ py
MIDLAND, TEXAS 79701.

(915) 682-6472 '

July 10, 1984

Mr. W. Thomas Kellahin
P. 0. Box 2265
Santa Fe, New Mexico 87504-2265

RE: Robert E. Chandler
Forced Pooling Order
NMOCD Case No. 8243
1/4th Mineral Interest in NW/4NW/4
Section 12, T-20-S, R-38-E,
Lea County, New Mexico

* Tom:

Please note the following is a revised list of owners of the "Dreessen"
interests covered by the Application you have filed:

1. Priscilla A. Kyte, Individually and as 1/8th —
Conservator of the Estate of David
Bond Kyte, NCM
P. 0. Box 30036
Santa Barbara, California 93103

2. Betty M. Dreessen, Trustee of the Betty 1/16th
M. Dreessen Revocable Living Trust u/a/d
10.17.77

27447 Edgerton Road
Los Altos Hills, California

3. Edward Dreessen, Jr. 12%Z x 1/16th
c/o Betty M. Dreessen
Last Address: P. O. Box 416
Los Altos Hills, CA
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Mr. W. Thomas Kellahin

July 10,
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The Cra1g and Ingrid Powell, Revocable 12% x 1/16th
Living Trust u/a/d 6.18.7 p@ q :
¢/o Betty M. Dreessen i

(No other address known) 40 /

The Bank of California, Trustee 76Z x 1/16th
of the Betty Kyte Dreessen Trusts

No. 12120108

No. 12120135

P. 0. BOx 45000

San Francisco, California 94145

Total ({i:::::%ineral interest.

Priscilla Kyte called me on the Sth, as she had only the day before learned

from Mrs.

Dreessen about our proposal.

I have sent her a lease-for signature on our proposed terms and expect that
she will sign it.

Sincerely,

BRIAN K. MURPHY

BKM/gw




ACTIVITY SUMMARY

JANUARY 13/84 CALLED MRS. DREESSEN IN CALIFORNIA TO DISCUSS LEASE.

Mrs. Dreessen explained the following *

1. She represented all of the owners of the "KYTE"
mineral interests. :

2. She employed the Bank of California as her agent
or Trustee to screen these types of proposals and
what I needed to do was to submit this proposal

to them. They woul# in turn submit my offer to some

consultant in Roswell for evaluation. Mrs Dreessen
would not tell me the name of the consultant.

If the Bank received a favorable review from Roswell

they would send their recommendation to Mrs Dreessen

for her approval, which once secured would then get
us the names of the owners for our Lease papers.

3. Mrs. Dreessen suggested that I call Mr Ken Cronin
at the Bank of California for mailing addrress.

JANUARY 13/84 CALLED THE BANK OF CALIFORNIA IN SAN FRANCISCO AND
CONFIRMED ALL THAT MRS. DREESSEN HAD EXPLAINED TO ME

JANUARY 20/84 SAMPLE LEASE AND LETTER FORWARDED TO MR KEN CRONIN
OF THE BANK OF CALIFORNIA-TRUST DEPARTMENT.

FEBRUARY 22/84 CALLED KEN CRONIN FOR STATUS REPORT. HE SAID %HERE
WAS NO PROGRESS VYET.

MARCH 15/84 CALLED KEN CRONIN. HE WAS OUT LEFT MESSAGE. NO REPLY
APRIL 12/84 CALLED KEN CRONIN: No answer from Roswell yet.
Promised to check on dely:;
NO REPLY

APRIL 25/84 CALLED KEN CRONIN: Asked help in speeding up Roswell
He promised to look into delay.
NO REPLY

MAY 03/84 CALLED KEN CRONIN: He said Roswell had not answered.

Asked him to apply pressure if
possible to speed up progranm.

NO REPLY

MAY 17/84 CALLED KEN CRONIN: Left message-PLEASE help.

: NO REPLY

MAY 18/84 CALLED KEN CRONIN: He said Roswell was the problem
but he would see what was wrong.
NO REPLY

MAY 29/84 CALLED KEN CRONIN: Left message; PLEASE speed up our
proposal.

! Paes 9
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JUNE

JUNE

JUNE

JUNE

JUNE

JUNE

JUNE

JUNE

JUNE

JULY

04/84

05/84

05/84

CALLED KEN CRONIN: Left message NO REPLY

Explained to secretary about our
option to Force Pool and asked
that she convey this to Cronin.

CALLED KEN CRONIN: Spoke to Joe Santoyo of the Trust
Department.Explained our position
and our frustration and our Force Pool Option.He
said he would talk to Ken Cronin who was out. I said
a confirming letter would be sent. '

SENT CERTIFIED LETTERS REQUESTING A REPLY TO OUR
OFFER OF $100/ac for a 3 yr 3/16ths Lease, BY 6/15

6 or7th KEN CRONIN CALLED: He sdaid that they understood that we
could Force Pool them and he promised an answer quickly.

11

or 12th

15/85

18/84

19/84

28/84

05/84

.../ Page 3

KEN CRONIN CALLED: He said the consultant recommends
a no Money bmonth 1/4th Lease. ] explained reasons
why these were impossible terms to accept.

I asked him to consider a 2yr 1/5th Lease for which
we could pay $75/ac.

CALLED KEN CRONIN: 1 explained once again that our
offer of $75/ac for a 2yr 1/5th Lease was fair and
that we hoped he would agree since we had to make a
decision about Force Pooling.

CALLED KEN CRONIN: he was on vacation; I spoke to
Joe Santoyo and explained that since we did not hear
from them we were applying to the OCCNM for Forced
Pooled actions.

RECEIVED A LETTER FROM KEN CRONIN: Reiterates demand
for a 6 month 1/4th lease.

RECEIVED A LETTER FROM KEN CRONIN: Confirmed the
details of our June 14th telephone conversation(15th

KEN CRONIN CALLED: I was out of town.

APPLICATION FOR FORCED POOL ACTION FILED
July 11/84 date set.

SENT CERTIFIED LETTER TO KEN CRONIN: Offered a final
proposal of $100/ac for a 2yr 1/5th royalty Lease.It
was received in San Francisco 7/3/84.

RECEIVED CALL FROM PRISCILLA KYTE : She had just
been sent the certified letter by Mrs Dreessen and
she wondered what it was all about. After explaining
she wondered if this was the only time Mrs Dreessen
had not kept her informed.
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JULY

JULY
JULY
JULY

JULY

JULY

JULY

- JULY

06/84

10/84
17/84
19/84

20/84

22/84

23/84

23/84

CALLED SANTA FE TO POSTPONE HEARING UNTIL WE COULD
SEND LEASE TO Priscilla Kyte and David Kyte NCM.
NEXT DATE July 25th set

SENT LEASE TO PRISCILLA KYTE et vir certified wail

CALLED MRS KYTE Left Message NO REPLY
CALLED MRS KYTE Left message NO REPLY
CALLED KEN CRONIN: They have decided not to accept

our proposal.

CALLED PRISCILLA KYTE: Left message NO REPLY
CALLED PRISCILLA KYTE: No answer at her office.
CALLED PRISCILLA KYTE: No answer at her office.

CALLED PRISCILLA KYTE: Left message on her machine.

PRISCILLA KYTE CALLED: Lease was signed and going in
the bank today

She suggested we call Ingred Powell to see if she
was aware of what was happening. She gave me the new
address.

CALLED MRS INGRED POWELL: she was not aware of any
of this.



BRrRIAN K. MURPHY
PETROLEUM LANDMAN ‘ E @ p
506 PETROLEUM BUILDING ,

MIDLAND, TEXAS 79701

1915) 682-6472

" June 5, 1984

CERTIFIED MAIL (458 478 581)
RETURN RECEIPT REQUESTED

Mr. Joe Santoyo, Trust Officer

Betty Kyte Dreessen Trust No. 2-2010/13
Bank of California N. A.

P. 0. Box 7629

San Francisco California 94120

RE: O0il and Gas Lease Proposal
Betty M. Dreessen Trust Properties
NW/4NW/4 SECTION 12
- T-20-S, R-38-E, NMPM
" Lea County, New Mexico

Mr. Santoyo:

Further to my telephone conversation with you this morning, and my
dozen previous phone calls to your bank, I wish to reiterate that my
client wishes to purchase an 0il and Gas Lease covering the '"Dreessen"
interests in the above captioned lands under the following terms:
three-years, 3/16ths royalty, $100 per net mineral acre bonus plus
pre-paid rentals of $1.00 per acre, paid-up. It is our understanding
that the Bank of California, N. A. is Trustee of the Betty Kyte
Dreessen Trust No. 2-2010/13 and acts on an agency basis for Betty

M. Dreessen, Trustee of the Betty M. Dreessen Revocable Living Trust,
Edward Dreessen, Jr., David Bond Kyte, Priscilla A. Kyte. This
proposal is a duplicate of our proposal made January 23, 1984, by
letter sent to Mr. Ken Cronin of your bank.

We wish to have a reply on this proposal no later than the 15th of June
either by certified mail or telegram; otherwise, we must proceed with
Forced Pooling procedures and set a hearing date for said action.

cc: CERTIFIED MAIL(/ Edward Dreessen, Jr. -
: /David Bond Kyte v

riscilla A. Kyte ..

Betty M. Dreessen




BRIAN K. MURPHY
PETROLEUM LANDMAN
508 PETROLEUM BUILDING ’
MIDLAND, TEXAS 79701

January 23, 1984

Bank of California N, A,

Trust Division - 0il & Gas Properties
P. 0. Box 7629

San Francisco California 94120

Atténtlon ,Mf‘=ﬁ€H=KEﬂk¥Owtn_\\\\\i>~ ?Z5>
RE: 0il & Gas Lease Proposal 6éT1f223£iE?

Betty M. Dreessen Trust Properties

5/20ths net interest being 10.000 net acres in
NW/4NW/4 SECTION 12

T-20-S R-38-E

Lea County, New Mexico

% az?/bglv /

In recent conversatlon w1th Mrs. Dreessen in Los Altos Hills
concerning a proposed oil and gas lease on the above described
properties, she asked me to write to you with my proposal for
your consideration and evaluation.

I propose to purchase a three-year, paid-up 3/16ths royalty leasé
from Mrs. Dreessen, and pay $100.00 per net acre with $1.00 pre-
paid rentals.

Mrs. Dreessen further told me that you will probably seek the
considered opinion of someone in Roswell, New Mexico, and that
this process sometimes is lengthy. .

Please, call me collect or have your advisor call me with any
questions on any of this. I will appreciate your attention and

evaluation of this proposal.

Thank you,

BRIAN K. MURPHY

BKM/gw
Encl.
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30 DAYS after sight and subject to approval of title forX] OGL m RATIF/RDO O

COVERING: & 5/20th (10.00 net acres) net mineral interest in the NW/4NW/4 SECTION 12
T-20~S, R-38-E

COUNTY_LEA , STATE __ REW MEXICO

PAY TO THE ORDER OF:
$.1020.00
—___ %*One Thousand Twenty and no/100Q%* DOLLARS

TO: RepublicBank First National of Midland |
Midland, Texas ’
Attention: Collections Department BRIAN K., MURPHY 682~ 6472

PURCHASE REPORT

LESSOR:
LESSEE: Brian K. Murphy for Savage/Chandler
LEASE DATED : January 23, 1984 TERM : three year PAID-UP : YES XX

LAND DESCRIPTION

5/20ths (10.000 net acres) X NW/4NW/4 SECTION 1@
T20S R38E
Lea County, New Mexico

GROSS ACRES: 40.00 NET ACRES : 10:00 NET INTEREST : 5/20ths
BONUS/ACRE $ 100.00 BONUS PAID $ 1000.00 ROYALTY : 3/16ths
RENT/ ACRE % 1.00 PRE-PAID RENT § 20.00
- - . : i "/’
et / [ Ij“,/ ;;‘/5.,”-/ / ; =
2/7 / d .~ SURFAGE OWNER ,
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REMARKS:

Mrs. Dreessen told me to send proposal to Bank for their approval.
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’ OIL & GAS LEASE

THIS AGREEMENT madenis 23rd_dayot ___January - 19 _84_, between

of

(Post Office Address)

hereln calted lessor (whether one ormorejand_Brian K. Murphy, 506 Petroleum Bldg., Midland, Texas 79701 )

1. Lessor, in consideration of TEN AND OTHER DOLLARS In hand paid, recelpt of which Is here acknowledged, and of the royaities herein provided and of the agreements of the lessee
herein containad, hereby Qrants, isases and lets exciusively unto lesses for the purpose of Investigating, exploring, prospecting, drilling, and operating for and producing oll and gas, Injec-
ting gas, waters, other fluids, and alr into subsurface strata, laying pipe lines, storing oll, bullding tanks, roadways, tefephone lines, and other structures and things thereon 10 produce, save,

take care of, treat, process, store and transport said minerals, the following described land in Lea County, New Mexico, to-wit:

Township 20 South, Range 38 East N.M.P.M,
SECTION 12: Northwest Quarter Northwest Quarter (NW/4NW/4)

Sald land s estimated to compnise__ 40 00 acres, whether it actuaily comprises more or tess.

2. Subject to the other provisi haerel tained, this lease shall remain In force !orulomo'___thr_e_e_ms____ from this date (called “primary term™) and as

long thereafter as ol or gas Is produced from said iand or from land with which said land s pooled.
3. The royaities to be paid by lessee are: (a) on oil, and other liquid hydrocarbons saved at the wall, 3 / 16 ths of that produced and saved from said tand,
same o be deliverad at the wells or 1o the credit of lessor In the pipaline to which the wells may be connectad; (b) on Qas, Including casinghead gas or other gasecus substance produced

from sald 1and and used off the premises or used in 1he manufacture of gasoline or other products, the market value at the wet! of 3 / 16ths of the gas used,

provided that on gas soid on or off the premises, the roysitles shall be 3/ 16 thS of the amount realized from suchasale; () and st any time when this leasa ls
not validated by other provisions hersol and there is a gas and/or condensate well on sald tand, or land pooled therewith, but gas or condensate is not being so sold or used and such well is
shut in, elther batore or 3fter production tharefrom, then on or bafore 90 days after ssid wetl Is shut In, and theresafter at annual intervals, lessee may pay or tander an advance shut-in royaity
oqual to $1.00 per nat acre of iessor's gas acreage than held under this lease by the party making such payment or tender, and 30 long as sald shut.in royalty Is pald or tendered, this leass
shali not terminate and it shall be considered under atl clauses hereof that gas |s being produced from the lsased premises In paying qQuantities. Esch such payment shall be paid or tendered
10 the party or partias who at the time of such payment would be entitied to recelve 1he royalties which would be paid under this lease If the well wars In fact producing. The pasyment or
tender of royallies and shut-in royaities may be made by check or draft. Any timely payment or tender of shut-In royalty which Is made in 8 bona fide attempt to make proper payment, but
which is erroneous In whols or in part as to partles or amounts, shali neverthelass dbe sulficient to prevent termination of this [ease in the same manner as though a proper payment had bean
mada if lessee shall correct such error within 30 days after lessee has recelved written notice thareo! by certifisd mall irom the pa-ty or parties entitled to receivs paymeant together with such
waitten Instruments (or certified coples thereof) as are necessary to enable lassee to make propsr payment. The amount realized from the sale of gas on or off the premises shall be the price
astavtished by the Gas sales contract entared Into In good falth by lesses and gas purchaser for such term and under such condlitions as are customary in the industry. "Price’ shall mean the
net a Yount recaivec by lessee after glving effect to applicable reguiatory orders and after application of any applicable price adlustments spacified in such contract or reguialory orders. In
the e./ent lasses compresses, treats, purliles, or dehydrates such gas {(whether on or off the leased premises) or transports gas olf the leased premises, lessee In computing royally
hereunder may decuct from such prics a ressonable charge lor each of such funciions performed.

4. This Is & paid-up lease and lesses shall not be obligated during the primary term hereo! to commaencs or continue any operations of whatsosver character or to make any payments

Nereunder in order to maintain this lease In force during the primary term; howsver, this provision Is not intended to relleve lesses of the obligation to pay royaities on actudl production pur-
suant to 1he provisions or Paragraph 3 hereof.

5. Lesses i3 hereby granted the right and powaer, from time to time, to poot or combine this 1ease, the 1and covered by It or any part or horlzon thereot with any other land, leases, mineral
es1ate3 or parts thareof lor the production of ol or gas. Units pooled hereunder shall not excaed the standard proration unit fixed by law or by the Oll Conservation Division of the Energy and
Minerals Department of the State of New Mexico or by any other lawful authority lor the pool or ares In which sald land [s situated, plus s tolerance of ten percent, Lessee shall file written
unit designations In the county In.which the pramises are loceted and such units may be designaled from time to time and elther betore or after the completion of wetls, Drilling operations
on or production from any part of any such unit shall be considered for all purposaes, except 1he psyment of roysity, as operations conducted upon or production from the land descrided in
this tesse. There shall be allocated 10 the land covered by this lease included in any such unit that portion of the tolal production of pooled minerstls from walls In the unit, after dsducting any
vsed In lease or unit operations, which the net oll or gas acreage In {he land covered by this isase included in the unii bears 1o the total number of surface acres In the unlt. The production so
stlocated shall be considered for atl purposas, Including the payment or delivery of royaity, to be the antire production of pooled minerais trom the portion of sald land covered heraby and in-
cluded In sald unit in the sams manner as though produced from sald land under the terms of this lease. Any poolsd unit designsted by lesses, as providad harein, may be dissolved by
fessae by recording an appropriate instrument in the County whare the land |9 situsted at any time after the comptelion of a dry hole or the cessation of production on safd unit,

€. Il at the expiration of the primary term there is no well upon sald land capable of producing olt or gas, but lesses has commaeanced operations for driliing or reworking thereon, this lease
shall remain In torce 3o long as operations are prosecuted with no cessation of more than 80 consecutive days, whather such operations be on the same well of on g difterent or additional
well or wells, and il 1hey result in the production of oll or gas, so long theralter as oll or ges I3 produced from said land. If, alter the expiration of the primary term, all wells upon said land
should become Incapable of producing for any cause, this tease shali not terminate If lessss commences operations for additionat dritling or for reworking within 60 days thereafter, If any
drilling, additional dritling, or reworking operatlons hereunder resull In_production, then this lease shall remain in fufl force 3o long thereafter as oll or gas is produced hereunder,

7. Lessee shail have fres use of oll, pss and water {from said land, except watsr from lessor's wails and tanks, for ait operations hereunder, and the royalty shatl be computed after deduc-
ting any so used. Lessaa shall have the right al any time during or alter the sxplration of this tease to removs all property and fixtures placed by lessee on sald land, Including the right to
draw and remove all casing. When required by lessor, lesses wili bury sil pipe Hines on cultivated [ands below ordinary plow depth, and no we!ll shall be critled within two hundred feet (200 It}
of any residence of barn now on sald land without lessor’'s consent. Lessor shelt have the privilege, at his risk and sxpense, of using gas from any gas well on said land for stoves and inside
lighty in the principal dwelling thereon, out of any surplus gas not nesded tor operations hereunder.

8. The rights of either party hersundar may be assigned ln whota or In part and the pravisions heraof shall extend 1o their halrs, axecutors, administrators, successors and assigns; but no
change in the ownership of the land or in the ownership of, or rights to receive, royaltles or shut.In royaities, however accomplished shail operste to eniarge the obligations or diminish the
rights of lasses: and no such change or division shall be binding upon lssses for any purpose unt!l 30 days alter lassee has been furnished by ceriiied mail at lessee’s principal place of
business with sccaptable instcuments or cartified coples thereo! constituting the chain of title trom the orlginat lessor, it any such change In cwnership occurs through the death of the
owner, lessee may, atits option, pay or lender any royalties or shut-in royaitias in the name of the deceased or 10 his astate or 10 his heirs, axacutor or sdministrator until such time as lesses
has been furnished with evidence satisfactory 10 Issses as 10 the persons entitled to such sums. An sssignment of this lease in whole e in part shall, to the extent of such assignment,
relisve and discharge tessae of sny obligations hereunder and, If lessees or assignes of pant or parts hersot shall fall or make detault In the paymaent of the proportionate part of royslty or shut-
In royalty due trom such lesses or assignee or fatl to comply with any of the provisions of this lsase, sauch default shall not affect this leass Insofar s it covers a part of saldlands upon which
lessee ar any sssignee therof shall properly comply or make such payments,

9. Should lessee be praventad trom complying with any express or implied covenant of this lease, or trom conducting driliing or reworking oparations harsunder, or from producing oll o7
gas hereunder by reason of scarcily or inability to obtain or uss aquipment or materlsl, or by operation of force majsure, or by any Federal or state law or any order, rule or regulation of
govermentmental authority, then whils 80 pravented, lessee’s duty shall be suspended, and lassse shall not be llable for {allure 1o comply therew!ith; and this lease shall be extendsd while
NG 30 1ONQ 83 lessee is prevented by any such cauas from conducting driling or reworking oparations or from producing olf or gaa hersundar; and the 1ime whiis iesses Is so preventad shall
not be counted agsinst lesses, anything in this lease to the contrary notwithstanding.

10. Lessor hereby warrants and agrees to dafend the titls 10 sald land and agrees that iesses at its option may discharge any tax, mortgage or other llen upon said land, and in the event
lessee oes 30 it shall be subrogated to such llen with the right to snforce sams and to apply royaltles and shut-In royalties payable hereundar toward satistying same. Without impalrment of
1e3see’'s rights under the warranty, I this lease covers aless Interest in the oil or gas In alt or sny part of sald land than the entire and undivided fee simple estate (whether lessor's Intsrest is
herein specitied or not) then the royalties, shut-In royalty, and other payments, H eny, accruing from any part as to which this leases covers lass than such full interest, shall be paid only in the
proportion whch the Interest thareln, it any, covered by this leass, bears 10 the whole and undivided lee simple estate therein. Shoutld any one or more of the parties named above as lessors
fail 10 execute this lease, It sha!l nevertheless be binding upon the party or partles exscuting the same. .

11. Lesses, Its or his successars, heirs and assigns, shall have the right at any time to surrander this leass, In whols or In part, to lessor or his helrs, successors, and assigns by dellvering
or malling a release thereo! 10 the lessor, or by placing a relaase therao! of record In the county in which sald fand |s situated; thereupon lessee shall be relieved from afl obligations, express-

ed or implied, of this agreemaent as to acreage 30 surrenderad, and therafier the shul-in roysity payable hereunder shatl be raduced in tha proportion that the acreage covered hereby is reduc-
ed by 33id release Or releases, ) .

Executed the day and year first above written,
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RECEIVED

THE BANK OF CALIFORNIA ' JUN 18 1984

J. ROBERT CRE
Midiand, T -CH
Trust Real Estate Operations
Post Office Box 7629
San Francisco, Ca. 94120
June 14, 1984

Mr. Brian K. Murphy
Petroleum Landman

506 Petroleum Building
Midland, Texas 79701

Regarding: The Betty Kyte Dreessen Trusts: 12120108 & 12120135
0il & Gas Lease for the NWY of the Nw¥ of Section 12,
T20S, R38E, NMPM, Lea County, New Mexico

Dear Mr. Murphy:

We have contacted the consultant for the Betty Kyte Dreessen Trusts in
New Mexico. We have been advised to reject your original proposal of

a 3/16ths royalty with a $100 net mineral acre bonus plus prepaid rentals
of $1.00 per acre, paid up. We have been advised to counter offer with
an offer of a twenty-five percent (25%) royalty with no money up front
and a short term, six month lease. Your office representative on June 13
gave us. tentative verbal approval via telephone.

In light of the urgency of your letter of June 5, 1984 to discuss this
lease, it is interesting to note that two phone calls to your office each
day with messages left to return a call to us on June 12, 13 & l4th have
resulted in no reply from you. We would ask that you reply to us in
writing as to the counter proposal. We await your response.

izyrs truly,

Wv\bl’l»\ Q kA/OUh
Kenneth R. Cronin

Trust Real Estate Officer

il . ' . |

SE§T}Z§EghMg§Etoyo, Trust Officer //Qi/iffé2452452%75%712é7é%ﬁéfgf
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RECEIVED

BANKCAL : ) '
, i
THE BDANK OF CALIFORNIA o ~+/N 19 1984
J. ROBERT CREF
Midiand, T -CH

Trust Real Estate Operations
Post Office Box 7629

San Francisco, California 94120
June 15, 1984

Mr. Brian K. Murphy
Petroleum Landman

506 Petroleum Building
Midland, Texas 79701

Regarding: The Betty Kyte Dressen Trusts: 12120108 & 12120135
0il & Gas Lease for NW% of the NW}% of Section 12,
T20S, R38E, NMPM, Lea County, New Mexico

Dear Mr. Murphy:

Following our discussion by telephone this morning, I was able to contact

the trust consultant regarding your minimum term of a two year lease. We
were advised to continue with our offer of a six month lease. The consultant
states that the proposed well is offset by four other producing wells.

We will await your written reply to the term of the lease and also
the acceptability of the 25% royalty. If we can be of any further

assistance please let us know.

Since I will be on vacation through June 25, 1984, please contact
Mr. Neil Blenderman if you need any assistance next week at 415-765-3358,

Yours truly,

elmtdly Q G“""‘:‘\

Kenneth R. Cronin
Trust Real Estate Officer

KRC:ke

cc: Joseph Santoyo
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BRIAN K. MURPHY
PETROLEUM LANDMAN / )
506 PETROLEUM BUILDING

MIDLAND. TEXAS 79701
{915) 682-6472

June 28, 1984

Mr. Kenneth R. Cronin

Trust Real Estate Operations

P. 0. Box 7629

‘San Francisco California 94120

RE: THE BETTY KYTE DREESSEN TRUSTS
No. 12120108

No. 12120135

0il & Gas Lease Proposal
NW/4NW/4 SECTION 12

T-20S R-38E NMPM

LEA COUNTY NM

Dear Mr. Cronin:

1 greatly appreciate your returning my telephone call regarding this
proposal, especially in light of the fact that you were in the midst
of your vacation. I apologize for the situation which causes one's
holiday plans to be interrupted.

Mr. Harris of this office advised me that he has conveyed to you the
essence of our position regarding this Lease proposal, that being:

1. We will pay $100.00 per net acre
for a two year Lease.

2. The maximum Royalty that can be
paid is 20% ( 1/5th ).

3. The rentals should be $1.00 per
acre per year, and would be paid

in advance with the Bonus.

Certainly we hope that you will find this proposal acceptable and that
you will let me know as soon as 1is poss1b1e

Yours sincerely,

BRIAN K. MURPHY
BKM/ gw
Certified Mail No. 652 019 956
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BRIAN K. MURPHY
PETROLEUM LANDMAN
506 PETROLEUM BUILDING
MIDLAND, TEXAS 79701
(915} 682-6472

July 10, 1984

Mrs. Priscilla A. Kyte
P. 0. Box 30036
Santa Barbara, California 93103

RE: NW/4NW/4 SECTION 12,
T-20-S, R-38-E, NMPM
Lea County, New Mexico

Dear Mrs. Kyte:

. Please find enclosed the paid-up 0il and Gas Lease about which our recent
" telephone conversations have centered.

- You will need to sign the Lease and the Rental Division Order before a
Notary Public and endorse the back of the Draft. Please add your Social
Security number on the bottom of the lease.

For Title Curative purposes we will be needing a copy of the instrument
appointing you as Conservator of the Estate of David Bond Kyte, NCM.
Please include this with the rest of the lease papers and ask your bank
to forward all papers to RepublicBank First National of Midland for
collection and payment.

Please call me if you have any questions. Thank you.

BRIAN K. MURPHY

BKM/ gw .
Encl.

CERTIFIED MAIL (652 019 957)
RETURN RECEIPT REQUESTED




OIL & GAS LEASE

Produ"cqr'. 88—Producer’'s Revised *~ 1 Nev “‘exico Form 342P, Pald-up ] Printr * ‘nd{r +le by Hall-Poorbaugh Press, Roswell, N.M.

THIS AGREEMENT made this _ LOEH 44 of July L 1084 g

PRISCILLA A. KYTE, Individually and as Conservé\topé'f the Estate of David Bond Kyte, NCM
P._ 0. Box 30036, Santa Barbara, California 93103

of

(Post Olfice Address)
herein called |.g.°1(whg|hgy one or mo_f.) and BRIAN K. WRPHY kY 403 Petro leum Bldg. kY Midland o Texas 79701 4

1. Lessor, In consideration of TEN AND OTHER DOLLARS In hand pald, receipt of which |3 hers acknowledged, and of the royaitias herein provided and of the agreements of the lessse
herein contained, hareby grants, lsases and lets exclusively unto lesses for the purpose of investigating, exploring, prospecting, dritiing, and operating for and producing oll and gas, Injec.
1ing gas, waters, other flulds, and alr Into subsurface strata, laylng pipe lines, storing oll, buliding tanks, roadways, telephone iines, and other structures and things thereon to produce, save,

1ake care of, treat, pr , store and tranaport sald minerala, the Tollowing described tand in Lej County, New Mexico, to-wit:

Township 20 South, Range 38 East, N.M.P.M.
SECTION 12: Northwest Quarter Northwest Quarter (NW/4NW/4)

Sald land Is estimated to comprise 40 . 000 scres, whathar It actually comprises more or less.

2. Subject to the other provisions herein contained, this iease shall remain in force for a term of two vears from this date (calted “primary term”) and as
tong therealter as oit or gas Is produced from said land or from land with which sald land Is pooled. 1 / 5 th

3. The royaities to be paid by lessee are: (a) on oll, and other llquid hydrocarbons saved at the well of that produced and ssved from said land,
seme to be dellvered at the wells or to the credit of lessor In the pipeline to which the wells may be connected; (b) on gas, Including casinghead gas or other gasecus substance produced
from sald fand and used off the premises or used in the manufacture ol gasoline or other products, the market value at the well of 1 / 5th of the gas used,
provided that on gas sold on or off the pramises, the royaities shali be 1 / 5 th of the amount reallzed from such sals; (¢) and at any time when this lease is

not validated by other provisions hereo! and there |3 a gas and/or condensate well on said land, or land pooled therewith, but gas or condensate Is not being 8o sold or used and such well s
shut In, sither before or after production therefrom, then on or before 80 days after sald well Is shut In, and thereafter at annual Intervals, lessee may pay or tender an advance shut.In royaity
equal 1o $1,00 per net acre of lessor's gas acreage than heid under this lsase by the party making such payment or tender, and 30 long as sald shut-in roysity 1s pald or tendered, this lease
shall not terminate and It shall bs considered under all clauses hereof that gas s being produced from the leased premises In paying quantities. Esch such payment shall be pald or tendered
to the party or parties who at the time of such payment would be antitied 10 receive the royalties which would be paid under this lease If the welt were In fact producing. The payment or
tender of royalties and shut-in royaities may be made by chack or dralt. Any timely payment or tender of shut-In royaity which is made In a bona fide attempt 10 make proper payment, but
which is erronsous in whote or In part as to parties or amounts, shall nevertheless be sutficient to prevent termination of this lease In the same manner as though & proper payment had been
made |t lesses shall correct such acror within 30 days after lessee has racelved written notice thareof by cartitied mall from the party or parties antitied to recelve payment together with such
writien Inatrumaents (or certified coples thereof) as are necessary to anable fesses to maks proper payment. The amount realized from the sais of gas on or off the premises shai!l be the price
established by the gas sales contract sntered Into In good falth by lessee and gas purchaser for such term and under such conditions as are customary in the Industry. "Price” shall mean the
net amount received by lessee after giving efiect to applicable regulatory orders and after application of any applicable price adjustments spacified in such contract or regutatory orders. In
the event lessee compresses, treats, purifies, or dehydrates such gas (whether on or off the ieased premises) or transports gas off the | d premises, | in computing royalty
hereunder may deduct from such price a reasonsble charge for each of such functions performed.

4. This Is a pald-up lease and lesses shall not be obdligated during the primary term hereof to commence or continue any operations of whatsoever character or 10 make any payments

hereunder in order to maintain this leass in force during the primary term; however, this provision Is not Intendsd to relieve lesses of the obligation to pay royalties on actua! production pur-
suant to the provisions or Paragraph 3 hereof.

5. Lesses Is hereby granted the right and power, from time to tims, to pool or combine this feass, the land covered by It or any part or horlzon thereof with any other land, leases, mineral
estates or parts thereof for the praduction of oli or gas. Unlits pooled hereunder shall not excead the standard proration unit fixed by law or by the Olf Conaervation Division of the Energy and
Minerats Department of the State of New Mexico Or by any other law!ul authority for the pool or area In which said land la situated, plus a tolerance of ten parcent. Lesseea shall file written
unit designations in the county In which the premisas are iocated and such units may be designated from time to time and either before or after the comptstion of wells, Drilling operations
on or production from any part of any such unit shall be considered for all purposes, axcept the payment of royality, as operations conducted upon or production from the land described in
this lease. There shall be allocated to the land covered by this ease Included in any such unit that portion of the total production of pooled minerals from wells In the unit, after deducting any
used in lease or unit operations, which the net oll or gas acreage in the tand covered by thia lease Included In the unit bears to the total number of surface acres In the unit. The production so
altocated shalt be considered for sil purposes, Including the payment or detivery of royaity, to be the entire production of pooied minerals from the portion of sald land covered hereby and In-
cluded In said unit in the same manner as though produced from satd land under the terms of this lease. Any pooled unit designated by lesses, as provided herein, may be dissolved by
lessee by recording an appropriate Instrument In the County where the iand |3 situated at any lime after the compietion of a dry hote or the cessation of production on said unit,

8. il st the expiration of the primary term there Is no well upon sald land capable of producing oll or gas, but lessee has commenced operations for drilling or reworking thereon, this lease
shall reraln In force so long as operations are prosecuted with no cessation of more than 80 consecutive days, whether such operations be on the sama well or on a different or additional
wall or wells, and it they result in the production of ol or gas, 30 long theralter as oll or gas Is produced trom said land. 11, after the expiration of the primary term, ali wells upon said land
should become incapable of producing for any cause, this lesse shall not terminate If lesases commences operations for additional drilling or lor reworking within 60 days thereafter. If any
drllling, additlonal drilling, or reworking oparations harsunder result In production, then this lease shall remaln In fuill force 3o long thereafter as ol! or gas Is produced hereunder,

7. Lesses shall have tree use of olf, gas and water from sald land, except water from leasor's wells and tanks, for all operations hereunder, and the royaity shall bs computed after deduc.
ting any 30 used. Lesses shall have the right at any time during or after the expiration of this lease to remove all property and fixtures placed by lassee on sald land, Inciuding the right to
draw and remove all casing. When required by fassor, lessas wiil bury all pipe lines on cuitivated lands beiow ordinary plow depth, and no weil shall be dritied within two hundred teet {200 11.)
of any residence or barn now on said land without 1essor's consent. Lessor shatl have the privitege, at his risk snd expense, of using gas from any gas welt on sald land for stoves and Inside
lights In the principat dwelling therson, out of any surplus gas not needed for operations hereunder. B

8. The rights of elther party heraunder may be assigned In whole or In part and the provisions hereof shall extend 1o thelr helrs, executors, administrators, successors and assigns; but no
change in the ownership of the iand or In the ownership of, or rights to recelve, royaities or shut-in royaities, however accomplished shall operate to enlarge the obligations or diminish the
rights of 1essee: and no such change or division shait bs binding upon lesses for any purpose uniit 30 days after lesses has been turnished by certified mail at lesses’s principal place of
business with acceptable instruments or ceriified coples thereof constituting the chain of title from the original lessor. If any such change in cwnership occurs through the death of the
owner, lasses May, at Its option, pay or tender any royalties or shut-In royalties In the name of the deceasad or 10 his estate or to his helrs, executor or administrator untll such time as lesses
has been turnished with evidence satisfactory to lesses as to the persons entitied to such sums. An assignment of this leass In whole or In part shall, to the extent of such assignment,
refleve and discharge lesses of any obligations hereunder and, If lessee or assignes of part or parts hereof shall 1ail or make default In the payment of the proportionate part of royaity or shut.
In royalty due trom such teases or assignee ar tall to comply with any of the provisions of this lease, such default shall not affect this leasa insaofar as it covera a part of sald lands upon which
lessee or any assignes therof shall properly comply or make such payments, .

9. Should lesses be prevented from complying with any express or Implled covenant of this lesss, or from conducting driiling or reworking operations hsreunder, or from producing oll or
gus hereunder by reason of scarcity or inability to obtain or use equipment or material, or by operation of force majeure, or by any Federal or state taw or any order, rule or reguiation of
govermentmental authority, then while 30 pravented, lessee’s duty shall be suspended, and lesses shall not be liable for fallura to comply therewlth; and this leass shall be extended while
and 80 100G a8 lesses is praventad by any such cause from conducting drilling or reworking operations or from producing ol or gas hersundar; and the tims whils iessea (s 30 pravanted shalt
not be countad against lessee, anything In this lease to the contrary notwithstanding.

10. Lessor hareby warrants and agrees to defend the titla to sald land and agrees that lassee at its option may discharge any tax, mortgage or other llen upon sald land, and in the event
[ ] does s0 it shall be subrogated to such llen with tha right to enforce same and to apply royalties and shut-in royatties payable hareunder loward satisfying same, Without Impalrment of
te3800's rights under tha warranty, it this lease covers a less interest in the olf or gas in all or any part of sald land than the entire and undivided fee aimple estate (whether lessor’s interestis
heraln specifled or not) than the royalties, shut-ln royalty, and other paymants, If any, sccruing from any part as to which thila tease covers less than such full Interest, shall be pald only In the
proportion whch the Interest therein, if any, covered by this lease, bears 10 the whole and undlvided fee simple estate therein. Should any one or more of the parties named above as lessors
{all to execute this lease, it shalt nevertheless be binding upon the party or partles executing the same. .

11. Lessee, its or his successors, halrs and assigns, shail have the right at any tims to surrender this leass, in whole or In part, 1o lessor or his helrs, successors, and assigns by dellvering
or malling a release thereo! 10 the lessor, or by placing a release thereof of record in the county in which said land Is situated; thereupon iessee shal! be retleved from all obligations, express-

ed or Implled, of this agresment as to acreage so surrendered, and therafter the shut-in royalty paysble hereunder shat! be reduced In the proportion that the acreage covered hereby |s reduc-
eod by sald release or retesses. .

Executed the day and year first above written,

PRISCILLA A, KYTE, Individually and as
Conservator of the Estate of David Bond Kyte, NC

Social Security No.
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—.30  DAYS after sight and subject to approval of title forX]
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COUNTY _Lea- STATE NM

PAY TO THE ORDER OF: #4PRESCILLA-A.KYTE, ladividually snd_ss Conservator of the Estate of

——David-Bond Kyte, NOMtx

$505.00

—tPive Hundred Riveand no/l00%w

DOLLARS
TO: "

RepublicBank First National of Midland
P. O. Box 1599, Midland, Texas 79702

; .'v‘ t - f‘. N
Attn: Collections Department (682-6472) BRIAN K. MURPHY : i

PURCHASE REPORT

LESSOR: Priscilla A. Kyte, Individually and as Conservator of the
Estaee of David Bond Kyte, NCM
P. 0. Box 30036
Santa Barbara, California 93103

(205 4g7-s540 (>
(905) 966-5560 (h) //V

LESSEE: Brian K. Murphy for Savage and Chandler

LEASE DATED : July 10, 1984

TERM : two years PAID-UP : YES K&
LAND DESCRIPTION '
NW/4NW/4 SECTION 12
T-20-S, B-38-E, NMPM
Lea County, New Mexico
GROSS ACRES: 40.000 NET ACRES : 5.000 NET INTEREST : 1/8th

BONUS/ACRE$ 100.00 BONUS PAID $ 500.00 ROYALTY : 1/5th

RENT/ACRE $ g0 PRE-PAID RENT $ 5,00
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